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KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
ItemNo. 3 

Sheet 1 o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Please provide a copy of Kentucky Power Company's 1996- 1998 FERC Form 1. 

RESPONSE: 

Attached please find a copy of the 1996 and 1997 FERC Form 1 for Kentucky Power 
Company. Kentucky Power Company's 1998 FERC Form 1 is not yet available. It will be 
provided as soon as it is available. 

WITNESS: RICHARD E. MUNCZINSKI 
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I. 

FERC Form No. 1. 

UTILITIES, LICENSEES AND 
ANNUAL REPORT OF MAJOR 
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ELECTRIC 
OTHERS 

Thin repoR is mandatory under the Federal Power& Sections 3, qa). 3W and 309. 
and 18 CFR 141.1. Faiiureto report may result m criminal fines. dvil perdtks a d  other 
Sanctions as provided by law. The Federal Enecgy Regulatory Commssiocl does not 
#n~der this repoct to be of aconfidential nature. 

Year of Report 

Dec. 31, 19% 
1 Exact Legal Name of Respondent (Company) 

KENTUCKY POWER COMPANY 

FERC FORM NO. 1 (REV.12-96 ) 



RESPONDENT'S STATEMENT a 
The undersigned has examined the reports and that to the best of his knowledge and behalf ail 
information contained in the paper copy of this report is the same information contained in the 
electronic media filing report. 

I 

fitle: Assistant Controller 
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INSTRUCTIONS FOR F I L I N G  THE 
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Item No. 3 

This form i s  a regulatory  support requirement (18 CFR 141.1). I t  i s  designed t o  c o l l e c t  f inanc ia l  and operational 
information from major e l e c t r i c  u t i l i t i e s ,  licensees and others subject t o  the j u r i s d i c t i o n  of  the Federal Energy 
Regulatory Comnission. This repor t  i s  also secondarily considered t o  be a nonconfidential pub l i c  use form 
supporting a s t a t i s t i c a l  pub l i ca t ion  (Financial S t a t i s t i c s  of  Selected E l e c t r i c  U t i l i t i e s ) ,  publ ished by the 
Energy In format ion Administrat ion. 

11. Uho Must S u b m i t  
Each Major e l e c t r i c  u t i l i t y ,  licensee, or  other, as c l a s s i f i e d  i n  the Comnission's Uniform System of  Accounts 
Prescribed f o r  Publ ic  U t i l i t i e s  and Licensees Subject To the Provisions of  The Federal Pouer Act (18 CFR 101). 
must submit t h i s  form. 
Note: Major means having, i n  each o f  the three previous calendar years, sales or  transmission serv ice 

t h a t  exceeds one o f  the fo l lou ing:  
(1) One m i l l i o n  megauatt hours of  t o t a l  annual sales, 
(2) 100 megauatt hours of  annual sales f o r  resale, 
(3)  500 megauatt hours o f  annual power exchanges del ivered, or  
(4) 500 megauatt hours of  annual uheeling f o r  others (de l i ver ies  p lus losses). 

111. Uhat and Where t o  Submit 

(a) Submit t h i s  form on e lect ron ic  media consist ing of tu0 (2) dupl icate data d isket tes and an o r i g i n a l  and 
s i x  ( 6 )  conformed paper copies, properly f i l e d  i n  and attested, to: 

O f f i c e  o f  the Secretary 
Federal 'Energy Regulatory Comnission 
888 F i r s t  Street, NE. 

Washington, DC 20426 
Room 1A-21 

Retain one copy o f  t h i s  repor t  f o r  your f i l e s .  

Include u i t h  the o r i g i n a l  and each conformed paper copy of t h i s  form the subscr ip t ion statement requi red by 
18 C.F.R. 385.2011(~)(5). 
e l e c t r o n i c a l l y  t o  f i l e  a subscr ip t ion s ta t ing  tha t  the paper copies contain the same information as contained 
on the e lec t ron ic  media, that  the signer knous the contents of  the paper copies and e lec t ron ic  media, and 
tha t  the contents as s tated in  the copies and on the e lect ron ic  media are t rue  t o  the best knouledge and 
b e l i e f  o f  the signer. 

four (4) copies o f  the l a tes t  annual report t o  stockholders and any 
annual f i n a n c i a l  or  s t a t i s t i c a l  report regular ly  prepared and d is t r ibu ted  t o  bondholders, secur i ty  analysts, 
or indust ry  associat ions. (00 not include monthly and quar ter ly  reports. Ind icate by checking the 
appropriate box on Page 4, L i s t  o f  Schedules, i f  the repor ts  t o  stockholders u i l l  be submitted o r  i f  no 

Paragraph tc) (5)  o f  18 C.F.R. 385.2011 requires each respondent submitt ing data 

(b) Submit immediately upon publ icat ion,  

( C  

annual repor t  t o  stockholders i s  prepared.) Mail  these reports to:, . 

Chief Accountant 
Federal Energy Regulatory Comnission 
888 F i r s t  Street, NE. 
Room 1A-21 
Washington, DC 20426 

For the CPA c e r t i f i c a t i o n ,  submit u i t h  the or ig ina l  submission, or u i t h i n  30 days af !r the f i l i n g  date 
f o r  t h i s  form, a l e t t e r  or  report (not appl icable t o  respondents c l a s s i f i e d  as Class C or  Class D p r i o r  t o  
January 1, 1984): 
(i) At tes t ing  t o  the conformity, in  a l l  material aspects, o f  the below l i s t e d  (schedules and) 

pages u i t h  the Comnission's appl icable Uniform Systems of Accounts ( inc lud ing applicable notes 
r e l a t i n g  thereto and the Chief Accountant's published accounting releases), and 

c e r t i f i e d  or  l icensed by a regulatory author i ty  of a State or other p o l i t i c a l  subdiv is ion of  the u. s 
(ii) Signed by independent c e r t i f i e d  publ ic  accountants or an independent licensed publ ic  accountant, 

(See 18 CFR L1.10-41.12 fo r  spec i f i c  qua l i f i ca t ions . )  

- 
FERC FORM NO. 1 (REV. 12-95) Page i 



f GENERAL INFORMATION (Continued) 

111. W : and Uhere t o  Submit (Continued) 
( Continued 

Schedu l es 

Comparative Balance Sheet 
Statement of Income 
Statement o f  Retained Earnings 
Statement o f  Cash Flows 
Notes t o  Financial Statements 

Referenc 
Pages 

110 - 113 
114 - 117 
118 - 119 
120 - 121 
122 - 123 
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Order Dated April 22, 1999 
Item No. 3 

Uhen acconpanying t h i s  form, i nse r t  the l e t t e r  or  repor t  imnediately fo l lowing the cover sheet. 
submi t t ing a f t e r  the f i l i n g  date f o r  t h i s  form, send the Let ter  or  repor t  t o  the O f f i c e  o f  the Secretary 
a t  the address ind icated a t  1 1 1  (a). 

the l e t t e r  
reported. 

Uhen 

Use the fo l lowing form f o r  the l e t t e r  or  repor t  unless unusual circlmstances or  condit ions, explained i n  
or  report,  demand that  i t  be varied. Inser t  parenthet ica l  phrases only  when exceptions are 

In  connection wi th  our regular examination of  the f inanc ia l  statements o f  
year ended on which we have reported separately under date o f  
schedules o f  FERC Form No. 1 fo r  the year f i l e d  wi th  the Federal Energy Regulatory 
C m i s s i o n ,  f o r  conformity i n  a l l  mater ia l  respects wi th  the requirements of  the Federal Energy 
Regulatory C m i s s i o n  as set f o r t h  i n  i t s  appl icable Uniform System of  Accounts and published 

f o r  the 
we have a lso  reviewed 

accounting releases. Our review f o r  t h i s  purpose included such tes ts  of  the accounting records 
and such other  aud i t ing  procedures as we considered necessary i n  the circlmstances. 

paragraph (except as noted below) conform i n  a l l  mater ia l  respects wi th  the accounting 
requirements of  the Federal Energy Regulatory C m i s s i o n  as set f o r t h  i n  i t s  appl icable Uniform 
System o f  Accounts and published accounting releases. 

Based on our review, i n  our opinion the accompanying schedules i d e n t i f i e d  i n  the preceding 

I O  
State in  the l e t t e r  or report,  which, if any, of the pages above do not conform t o  the Commission’s 

requirements. 
Federal, State and Local Governments and other authorized users may obta in  addi t ional  blank copies 
t o  meet t h e i r  requirements f ree  of  charge from: 

Publ ic  Reference and F i l e s  Maintenance Branch 
Federal Energy Regulatory C m i s s i o n  
888 F i r s t  Street, NE. 
Room ZA-1 ED-12.2 
Uashington, DC 20426 
(202) 208-2474 

Describe the discrepancies that  ex is t .  

(d) 

- .  

I V .  Uhen t o  Submit: 
Submit t h i s  repor t  form on or  before A p r i l  30th of  the year fo l lowing the year covered by t h i s  repor t .  

V. Where t o  Send Comnents on Publ ic  Reporting Burden. 
The pub l ic  repor t ing  burden fo r  t h i s  c o l l e c t i o n  of  information i s  estimated t o  average 1,217 hours per response, 
inc lud ing the time f o r  reviewing inst ruct ions,  searching ex is t ing  data sources, gathering and maintaining the 

data needed, and completing and reviewing the c o l l e c t i o n  of  information. Send comnents regarding t h i s  burden 
estimate or  any aspect o f  t h i s  c o l l e c t i o n  of information, inc lud ing suggestions f o r  reducing t h i s  burden, t o  the 
Federal Energy Regulatory Comnission, 888 F i r s t  Street NE., Washington, D C  20426 (At tent ion:  

ED-12.3); and t o  the O f f i c e  of  Information and Regulatory A f fa i rs ,  O f f i c e  of Management and Budget, 
Washington, DC 20503 (At tent ion:  Desk Of f i cer  f o r  the Federal Energy Regulatory Comnission). 

M r .  Michael M i l l e r ,  

.RC FORM N0.l (REV. 12-95) Page ii 



! GENERAL INSTRUCTIONS 

Prepare t h i s  repor t  i n  conformity wi th  the Uniform System of  Accounts (18 CFR 101) (U.S. of  A.). 

a l l  accounting words and phrases i n  accordance wi th  the U. S. of A. 

Enter i n  whole nunbers (do l la rs  or  MUH) only, except uhere otheruise noted. 
f igures per unit uhere cents are important. 
f inanc ia l  statements uhere rounding i s  required.) 
the amounts entered on the statements that  they support. Uhen applying thresholds t o  determine s ign i f icance 
f o r  repor t ing  purposes, use f o r  balance sheet accounts the balances a t  the end of  the current repor t ing year, 
and use f o r  statement o f  income accounts the current year's amounts. 

In te rpre t  

(Enter cents f o r  averages and 
The t runcat ing of cents i s  allowed except on the four  basic 

The amounts shown on a l l  supporting pages must agree wi th  

111. 

I V .  

V. 

V I .  

u 

Conlplete each question f u l l y  and accurately, even i f  i t  has been answered i n  a previous annual repor t .  
the word ttNoneta where i t  t ru ly  and completely states the fact. 

For any page(s) tha t  i s  not  appl icable t o  the respondent, omit the pagecs) and enter 8tNA,t1 @'NONE,U@ o r  
"Not Applicable" i n  c o l u m  (d) 

Enter the month, day, and year f o r  a l l  dates. Use customary abbreviations. The "Date of  Report8' included 
i n  the header o f  each page i s  t o  be completed only  fo r  resubmissions (see VII. below). The date of  the 
resubmission must be reported i n  the header f o r  a l l  form pages, whether or  not they are changed from the 
previous f i l i n g .  

Generally, except f o r  c e r t a i n  schedules, a l l  nunbers, whether they are expected t o  be debi ts  o r  cred i ts ,  must 
be reported as pos i t i ve .  Nunbers having a s ign that  i s  d i f fe ren t  from the expected s ign must be reported by 
enclosing the numbers i n  parentheses. ( 1. 

For any r e s h i s s i o n s ,  two (2) new data d isket tes and an o r i g i n a l  and s i x  ( 6 )  conformed paper copies o f  the 
e n t i r e  form, as we l l  as the appropriate number of  copies of the subscr ip t ion statement ind icated a t  
i n s t r u c t i o n  111 (a )  must be f i l ed .  
the cover page of  the paper copies of  the form. 
tha t  the f i l i n g  i s  a resubmission. Send the resubmissions t o  the address indicated a t  i n s t r u c t i o n  I11 (a). 

Do not make references t o  repor ts  o f  previous years or t o  other reports i n  l i e u  of required ent r ies,  except as 
s p e c i f i c a l l y  authorized. 

Uherever (schedule) pages re fe r  t o  f igures from a previous year, the f igures reported must be based upon those 
shown by the annual repor t  o f  the previous year, or  an appropriate explanation given as t o  why the d i f f e r e n t  
f igures were used. 

Enter 

on the L i s t  o f  Schedules, pages 2, 3,  and 4. 

Resubmissions must be nunbered sequential ly both on the d iske t tes  and on 
In addit ion, the cover page of  each paper copy must ind icate 

~ ~~ 

DEFINITIONS 

I. Comnission Author izat ion (Comn. Auth.) - -  The author izat ion of the Federal Energy Regulatory Comnission, or  any 
other Comnission. Name the comnission whose author izat ion was obtained and give date of  the authorization. 

11. Respondent - -  The person, corporation, licensee, agency, authority, or  &her legal e n t i t y  or  instrrrmental i ty 
in  whose behalf the repor t  i s  made. Attachment 1 

Page 5 of 397 
KPSC Case No. Y9-149 

TC (1 st Set) 
Order Dated April 22, 1999 

Item No. 3 
.- 

... : h  NO.l  (REV. 12-95) Page iii 



EXCERPTS FROM THE LAW 

I 
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Order Dated April 22, 1999 
Item No. 3 

federal Power Act, 16 U.S.C. 791a-825r) 

I '0 'Sec. 3. The words def ined in  t h i s  sect ion sha l l  have the fo l lowing meanings f o r  purposes of  t h i s  Act, t o  w i t :  
... (3 )  'corporation' means any corporation, jo in t -s tock company, partnership, association, business t r u s t ,  

organized group o f  persons, whether incorporated or  not, o r  a receiver o r  receivers, t rustee o r  t rustees o f  any 

of  the foregoing. I t  s h a l l  not include 'munic ipa l i t ies1 as here inaf ter  defined; 

(4) 
(5 )  

(7) 

'person' means an ind iv idua l  o r  a corporation; 
. l icensee' means any person, State, or  munic ipa l i ty  licensed under the provisions o f  sect ion 4 o f  t h i s  Act, 

' m n i c i p a l i t y i  means a c i t y ,  county, i r r i g a t i o n  d i s t r i c t ,  drainage d i s t r i c t ,  or  other p o l i t i c a l  subdiv is ion o r  
and any assignee o r  successor i n  in te res t  thereof; 

agency o f  a State competent under the laws thereof t o  car ry  on the business o f  developing, t ransmi t t ing,  u t i l i z -  

ing, o r  d i s t r i b u t i n g  power; ....I8 

' p ro jec t '  means a conplete unit o f  improvemnt or  developnent, cons is t ing of a power house, a l l  water 

conduits, a l l  dams and appurtenant works and s t ructures ( inc lud ing nav igat ion s t ructures)  which are a p a r t  o f  
s a i d  unit, and a l l  storage, d iver t ing ,  or  forebay reservo i rs  d i r e c t l y  connected therewith, the primary l i n e  o r  l i n e s  
t ransmi t t ing  power therefrom t o  the po in t  o f  junct ion wi th  the d i s t r i b u t i o n  system o r  w i th  the interconnected primary 
transmission system, a l l  miscellaneous s t ructures used and usefu l  in  connection w i th  sa id unit o r  any p a r t  thereof, 
and a l l  water r igh ts ,  r ights-of-way, ditches, dams, reservoirs, lands, or  in te res t  i n  lands the use and occupancy 
o f  which are necessary o r  appropriate in  the maintenance and operation of  such unit; 

(11) 

"Sec. 4. The Carmission i s  hereby authorized and empowered - 
(a) To make inves t iga t ions  and t o  c o l l e c t  and record data concerning the u t i l i z a t i o n  of  the water resources o f  

any reg ion t o  be developed, the water-power indust ry  and i t s  r e l a t i o n  t o  other indust r ies and t o  i n t e r s t a t e  o r  fo re ign  
comnerce, and concerning the location, capacity, developnent costs, and r e l a t i o n  t o  markets o f  power s i tes ,  ... t o  
the extent the Carmission may deem necessary or  usefu l  f o r  the purposes of  t h i s  Act." 

"Set. 304. (a) Every l icensee and every pub l i c  u t i l i t y  sha l l  f i l e  wi th  the Comnission such annual and other per iod ic  
o r  spec ia l  repor ts  as the C m i s s i o n  may be ru les  and regulat ions or  other prescribe as necessary or  appropriate 
t o  ass is t  the Carmission i n  the  proper admin is t ra t ion of  t h i s  Act. The Comnission may prescribe the manner 

form i n  which such repor ts  s h a l l  be made, a d  requi re from such persons spec i f i c  answers t o  a l l  questions Ilt. pon which the Comnission may need information. The Comnission may requi re that  such repor ts  s h a l l  include, 
among other things, f u l l  in format ion as t o  assets and l i a b i l i t i e s ,  cap i ta l i za t ion ,  net investment, and reduct ion thereof, 
gross receipts, i n t e r e s t  due and paid, depreciation, and other reserves, cost o f  p ro jec t  and other f a c i l i t i e s ,  cost 
o f  maintenance and operat ion o f  the pro jec t  and other f a c i l i t i e s ,  cost of renewals and replacement o f  the pro jec t  
works and other f a c i l i t i e s ,  depreciat ion, generation, transmission, d i s t r i b u t i o n ,  de l ivery ,  use, and sa le o f  e l e c t r i c  
energy. 
costs and other facts .  

The Comnission may requ i re  any such person t o  make adequate prov is ion f o r  cur ren t ly  determining such 
Such repor ts  sha l l  be made under oath unless the Comnission otheruise specif ies." 

"Sec. 309. The Comnission s h a l l  have power t o  perform any and a l l  acts, and t o  prescribe, issue, make, amend, 
and resc ind such orders, ru les  and regulat ions as i t  may f i n d  necessary or  appropriate t o  car ry  out the prov is ions 
o f  t h i s  Act. Among other  things, such ru les  and regulat ions may def ine accounting, technical,  and trade terms 
used i n  t h i s  A i r ;  and may prescr ibe the form or forms of  a l l  statements, declarai ions, appl icat ions, and repor ts  
t o  be f i l e d  with the  Comnission, the information which they sha l l  contain, and the time w i t h i n  uhich they s h a l l  

be filed...." 

GENERAL PENALTIES 

"Sec. 315. (a) Any l icensee or  pub l i c  u t i l i t y  which w i l l f u l l y  f a i l s ,  w i th in  the time prescribed by the Comnission, 
t o  comply wi th  any order o f  the Comnission, t o  f i l e  any repor t  required under t h i s  Act o r  any r u l e  o r  regu la t ion  
of  the Comnission thereunder, t o  subnit any information of  d o c a n t  required by the Comnission i n  the course 
of an inves t iga t ion  conducted under t h i s  Act, ... sha l l  f o r f e i t  t o  the United States an amount not exceeding $1,000 

t o  be f i x e d  by the Comnission a f t e r  not ice and opportunity f o r  hearing ....'I 

Page i v  



FERC FORM NO. 1: 
ANNUAL REPORT OF MAJOR ELECTRIC UTILITIES LICENSEES AND OTHER 

I D E N T I F I C A T I O N  

t legal  Name of  Respondent 02 Year of Report 
. ..fUCKY POWER CWPANY Dec. 31, 1996 

08 Telephone o f  Contact Person, 

(614) 223-2780 

09 This Report i s  
inc lud ing  Area Code (1) An Or ig ina l  (2) x A Resubnission 

10 Date o f  Report 
(no, Oa, Y r )  

12/31 /96 

G. R. KNORR 

02 T i t l e  

01 Name 03 Signature 

(no, Da, Y r )  

04 Date Signed 

ASSISTANT CONTROLLER 

i C  M NO. 1 (ED. 12-91) 

01/05/98 
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Name of  Res ndent This Report Is:. Date of  Report Year o f  Report 
'S%?%6Y ) Dec. 31, 1996 

1 KENTUCKY POER COnPANY X A n  O r 1  i n a l  t 1 A Resu&ission 1 1 
I T i t l e  o f  Schedule 

I (a) 
GENERAL CORPORATE INFORMATION AND 

FINANCIAL STATEMENTS 
General Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Control Over Respondent ....................................... 
Corporations Contro l led by Respondent ........................ 
Of f icers  ..................................................... 
Di rec tors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Secur i ty  Holders and Vot ing Powers ........................... 
Important Changes During the Year ............................ 
Carparative Balance Sheet .................................... 
Statement o f  Income f o r  the  Year .............................. 
Statement o f  Retained Earnings f o r  the Year ................... 
Statement of Cash Flous ...................................... 
Notes t o  F inancia l  Statements ................................. 
BALANCE SHEET SUPPORTING SCHEDULES (Assets and Other Debits) 

Sunnary o f  U t i l i t y  P lant  and A c c m l a t e d  Provisions f o r  
Depreciation, Amortization, and Deplet ion ................... 

Nuclear Fuel Mater ia ls  ....................................... 
- t r i c  P lant  in  Service .................................... 

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

Construction Uork in  Progress - -  E l e c t r i c  ..................... 
Construction Overheads - -  E l e c t r i c  ........................... 
General Descr ip t ion o f  Construction Overhead Procedure ........ 
Accunulated ' -ov is ion f o r  Deprec iat ion o f  E l e c t r i c  U t i l i t y  Plant. 
N o n u t i l i t y  P.operty .......................................... 
Investment i n  Subsidiary Companies ........................... 
% a t e r i a l s  and Supplies ....................................... 
Allouances ................................................... 
Extraordinary Property Losses ................................ 
Unrecovered Plant and Regulatory Study Costs .................. 
Other Regulatory Assets ....................................... 
Miscellaneous Deferred Debi ts  ................................. 
4 c c w l a t e d  Deferred Income Taxes (Account 190) ............... 

i c  Plant Leased t o  Others 
i c  P lant  Held f o r  Future Use e 

BALANCE SHEET SUPPORTING SCHEDULES ( L i a b i l i t i e s  and Other 
Credi ts)  

Zapital Stock ................................................. 
1api:al Stock Subscribed, Capi ta l  Stock L i a b i l i t y  f o r  

Conversion, P r e m i m  on Capi ta l  Stock, and Instaltments 
Received on Capi ta l  Stock ................................... 

l t h e r  Paid- in  Capi ta l  ........................................ 
?iscount on Capital Stock .................................... 

'a1 Stock Expense ........................................ 
Term Debt ............................................... . 
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101 
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104 
105 

1C6 - 107 
108 - 109 
110 - 113 
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118 - 119 
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122 - 123 
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202 - 203 
204 - 207 

213 
214 
216 
217 
218 
219 
221 
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This Report Is- Date of  Report Name of  Res ndent 
KENTUCKY PORR CWPANY 

'74t39/"9sY ) 
X A n  Or i ' i na l  1 (31 t 1 A Resu&ission 1 

,f o f f i c e  uhere the general corporate books are kept, and address of  the o f f i c e  where any other corporate 
books are kept, i f  d i f f e r e n t  from tha t  where the general corporate books are kept. 
G. R. Knorr, Assistant Cont ro l le r  
AEPSC, 1 Riverside Plaza 
Colwbus, Ohio 43215 

Year of  Report 
Dec. 31, 1996 

2. 
incorporation. I f  incorporated under a special law, g ive reference t o  such law. I f  not incorporated, 
s t a t e  t h a t  f a c t  and g ive  the  type o f  organization and the date organized. 
Kentucky 
Ju ly  21, 1919 

Provide the  name o f  the State under the.1aus of uhich respondent i s  incorporated, and date o f  

3 .  I f  a t  any t ime dur ing the year the property o f  respondent uas he ld  by a receiver or  trustee, g ive  (a) 

name o f  receiver  o r  trustee, (b) date such receiver o r  t rustee took possession, (c)  the au thor i ty  by uhich 
the receiversh ip or t rusteeship UBS created, and (d) date uhen possession by receiver or  t rustee ceased. 
None 

4 .  
the respondent operated. 
E l e c t r i c  - Kentucky 

State the classes o f  u t i l i t y  and other services furnished by respondent during the year i n  each State in  uhich 

5 .  
the p r i n c i p a l  accountant f o r  your previous year's c e r t i f i e d  f inanc ia l  statements? 

Have you engaged as the p r i n c i p a l  accountant t o  audi t  your f inanc ia l  statements an accountant uho i s  not the 

Yes...Enter the  date uhen such independent accountant was i n i t i a l l y  engaged: 
X No 
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Executive Compensation 

The following table shows for 1996 the compensation earned by the 
chief executive officer and the four other most highly 
compensated executive officers (as defined by regulations of the 
Securities and Exchange Commission) of the Company at December 
31, 1996. 

. 

Summary Compensation Table 
Long-Term 
Compen- 
sation All 

Annual Payouts Other 
Ccmpensation LTIP Compen 
Salary Bonus Payouts sation 

Name and Principal Position ( $ 1  ( $ 1  (1) ( $ 1  (1) ( $ 1  (2) 
E. Linn Draper, Jr. Chairman of the 
board and chief executive officer of the 
Company; chairman, president and 
chief executive officer of AEP Co., Inc. 
and Service Corporation; chairman 
and chief executive officer of other 
subsidiaries 72O,OOO 281,664 675,903 31,990 

Peter J. DeMaria Vice president, 
controller and director of the 
Company; executive vice president 
administration and chief accounting 
officer and director of the Service 
Corporation; vice president, controller 
and director of other subsidiaries 

G.P. Maloney Vice president and 
director of the Company; executive 
vice president chief financial officer 
and director of the Service Corporation; 
vice president and director of other 
subsidiaries 

0 
360,000 140,832 290,825 21,190 

- _  

360,000 140,832 286,288 21,190 

William J. Lhota President, chief 
operating officer and director of the 
Company; executive vice president 
and director of the Service Corporation; 
president, chief operating officer and 
director of other subsidiaries 

320,000 125,184 263,114 19,690 

James J. Markowsky Vice president 
and director of the Company; 
executive vice president power 
generation and director of the Service 
Corporation; vice president and 

Page 104 Footnote.1 



director of other subsidiaries 
303,000 118,534 254,535 19,480 

(1) Amounts in the "Bonus" column reflect payments under the 
Management Incentive Compensation Plan for performance measured 
for the year ended December 31, 1996. Payments are made in March 
of the subsequent year. Amounts for 1996 are estimates but should 
not change significantly. 

Amounts in the "Long-Term Compensation" column reflect 
performance share unit targets earned under the Performance Share 
Incentive Plan three-year performance period ending December 31, 
1996. 

(2) For 1996, includes (i) employer matching contributions under 
the AEP System Employees Savings Plan: Dr. Draper, $3,600; Mr. 
DeMaria, $3,175; Mr. Maloney, $4,500; Mr. Lhota, $4,500; and Dr. 
Markowsky, $3,235; (ii) employer matching contributions under the 
AEP System Supplemental Savings Plan, a non-qualified plan 
designed to supplement the AEP Savings Plan: Dr. Draper, $18,000; 
Mr. DeMaria, $7,625; Mr. Maloney, $6,300; Mr. Lhota, $4,800; and 
Dr. Markowsky, $5,855; and (iii) subsidiary companies director 
fees: $10,390 for each of the named executive officers. 
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Name o f  Res ndent This Report Is: Date of  Re o r t  
KENTUCKY PORR COnPANY 

(!3)3?79SYg) 
X An O r 1  i n a l  1 !Jj t 1 A ResuLiss ion 1 Year-of Report ~ ~ 

Dec. 31, 1996 

23 
24 
25 
26 
27 

29 
30 
31 

32 
33 
34 
35 
36 
37 

2a 

38 
39 
;0 
:1 
;2 
;3 
;4 

. i ne 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

11 
12 
13 
14 
15 
16 
17 
18 
19 

respondent. 
Name (and T i t l e )  o f  D i rec to r  

(a) 
E. L inn  Draper, Jr., Chairman o f  the Board and 

Chief Executive O f f i c e r  

U. J. Lhota, President and Chief Operating Of f i cer  (A)  

C. R. Eoyle, 111, President and Chief Operating Of f i cer  (E: 

P. J. Deblaria, Vice President and Contro l ler  

C. P. Maloney, Vice President 

James J. Markowsky, Vice President 

R. A. P e t t i  (6) 

J. H. Vipperman (A) 

any does not have an Executive Crnnnittee. 

.c 

by a t r i p l e  aster isk  and the Chairman o f  the Executive 
Cornnittee by a double asterisk'. 

.A)  Elected January 1, 1996. 

Pr inc ipa l  Business Address 
(b) 

olmbus, Ohio 

olumbus, Ohio 

shland, Kentucky 

olumbus, Ohio 

olumbus, Ohio 

olclmkrs, Ohio 

otunbus, Ohio 

olclmkrs, Ohio 

Attacliinent 1 
Page 16 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

!C FORM NO.l (ED. 12-95) Page 105 

, 



‘%3?%’6Yr’ 
X A n  O r 1  i n a l  I {A] t 1 A Resukiss ion [ KENTUCKY PO@R COMPANY 

oec. 31, 1996 

book does not close. e 

1 

Total: 

ing of  the stock book o r  compilat ion o f  l i s t  o f  stockholders 
of  the respondent, p r i o r  t o  the end o f  the year had the 
highest vo t ing  powers i n  the respondent, and s ta te  the 
nunber of  votes which each would have had the r i g h t  t o  cast 
on tha t  date i f  a meeting were then i n  order. 
holder he ld  in  t rus t ,  g ive  i n  a footnote the known par t i cu la rs  
of  the trust(whether vo t ing  t r u s t ,  etc.) durat ion of  t rus t ,  and 
p r i n c i p a l  holders o f  benef ic ia ry  in te res ts  i n  the t rus t .  I f  the 
stock book was not closed o r  a l i s t  o f  stockholders was not 
compiled within one year p r i o r  t o  the end o f  the year, or  i f  
since the previous c a r p i l a t i o n  of  a l i s t  o f  stockholders, some 

vot ing r i g h t s  of such security. State whether vot ing r i g h t s  are 
actual or  contingent; i f  contingent, describe the contingency. 

p r iv i leges  i n  the e lec t ion  of  d i rectors ,  trustees or managers, 
or  i n  the determination of  corporate ac t ion  by any method, 
expla in  b r i e f l y  i n  a footnote. 
4. Furnish par t i cu la rs  (de ta i l s )  concerning any options, 

warrants, o r  r i g h t s  outstanding a t  the end of  the year f o r  
others t o  purchase secur i t ies  of  the respondent o r  any 
secur i t ies  o r  other assets owned by the respondent, inc lud ing 
prices, exp i ra t ion  dates, and other mater ia l  information 

3. I f  any class or  issue o f  secur i ty  has any special 

I f  any such 

1,009,000 

1. Give date of  the l a t e s t  c los ing  of  the stock 2. State the t o t a l  nunber of  votes cast a t  the 

book p r i o r  t o  end o f  year, and s t a t e  the purpose 
of such closing: 

l a tes t  general meeting p r i o r  t o  end of  year 

f o r  e lec t ion  o f  d i rec to rs  or  the respondent and 
nunber of such votes cast by proxy 

May 13, 1996 
Columbus, Ohio 

3. Give the date 
and place of  such 
meeting: 

- 
Line 
NO. 

Name ( T i t l e )  and Address o f  Secur i ty  
Holder 

(a) - 
4 
5 
6 

- 
- 

U R I T I E S  
Number of votes as o f  (date): Oece&e~o~!~G1%k 

Total Comnon Preferred Other 
Votes Stock Stock 

( b l  ( C l  (d) (e) 

- 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 - 

.-_ 
TOTAL votes o f  a l l  vo t ing  secur i t ies  
TOTAL nunber o f  secur i ty  holders 
TOTAL votes of  Secur i ty  holders 

. .  

1,009,000 1,009,000 0 0 

1 1 0 0 

l i s t e d  below 1,009,000 1,009,000 0 0 

1 Riverside Plaza 
Colunbus, Ohio 43215 

Item 2. None 
Item 3 .  None 
Item 4. None 
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Name o f  Res ndent This Report I$:. Date of  Re o r t  
KENIUCKY P&R CONPANY 

(rPh?%6’” 
X An O r 1  i n a l  ‘ 1  iij t 1 A Resuhiss ion 1 

I I I 

IMPORTANT CHANGES DURING THE YEAR 

e pa r t i cu la rs  (deta i  1s) concerning the matters indicated 

Year of  Report 
Dec. 31. 1996 

oelow. Make the statements e x p l i c i t  and precise, and nunber 
them i n  accordance wi th  the inqui r ies.  Each inqui ry  should 
be answered. Enter %onet8 %ot applicable,I8 or I*NAt8 where 
applicable. I f  informat ion which answers an inqui ry  i s  
given elsewhere i n  the report ,  make a reference t o  the 
schedule i n  which i t  appears. 

1. Changes in  and important addi t ions t o  franchise r ights :  
Describe the actual  considerat ion given therefor and s tate 
from whom the franchise r i g h t s  were acquired. I f  acquired 
without the payment of consideration, s ta te  that  fact .  

2. Acquis i t ion o f  ownership in  other companies by 
reorganization, merger, or consol idat ion wi th  other 
carpanies: Give names o f  companies involved, pa r t i cu la rs  
conce-?in9 c transactions, name o f  the Comnission 
authr :ng :ae t ransact ion,  and reference t o  Carmission 
autho .aticr.. 

Give 
a b r i e f  desc r ip t i on  o f  the property, and of the 
t ransact ions r e l a t i n g  thereto, and reference t o  Carmission 
author izat ion,  i f  any was required. Give date journal  
en t r i es  ca l l ed  f o r  by the Uniform system o f  Accounts were 
sutmi t t e d  t o  the Comnission. 
4. Inportant leaseholds ( other than leaseholds fo r  

natura l  gas lands ) tha t  have been acquired or given, 
qssigned o r  surrendered: Give e f f e c t i v e  dates, lengths of  

, names’ of  pa r t i es ,  rents,  and other conditions. State e of Comnission author iz ing lease and give reference t o  
such author izat ion.  
5. Important extension o r  reduct ion of  transmission or 

d i s t r i b u t i o n  system: State t e r r i t o r y  added or re l inquished 
and date operations began o r  ceased and give reference t o  
Comnission author izat ion,  i f  any was required. State also 
the approximate nunber o f  c u s t m r s  added or l o s t  and 
approximate annual revenues o f  each class of  service. Each 

3. Purchase o r  sa le  o f  an operat ing unit or system: 

natura l  gas ccinpany must aLso s t a t e  major new cont inuing 
sources o f  gas made avai lab le t o  i t  from purchases, 
developnent, purchase contract  o r  otherwise, g i v ing  
locat ion and approximate t o t a l  gas v o l m s  available, 
per iod of  contracts, and other pa r t i es  t o  any such 
arrangements etc. 

6. Obl igat ions incurred as a r e s u l t  o f  issuance of 
secur i t ies  o r  assunption o f  l i a b i l i t i e s  o r  guarantees 
including issuance of  short- term debt and comnercial paper 
having a matur i ty  o f  one year o r  less. Give reference t o  
FERC o r  State Comnission author izat ion,  as appropriate, and 
the amount of  ob l i ga t i on  o r  guarantee. 

7. Changes i n  a r t i c l e s  of incorporat ion o r  amendments t o  

charter: Explain the nature and purpose o f  such changes or 
amendments. 

8. State the estimated annual e f f e c t  and nature of  any 
inportant wage scale changes dur ing the year. 

9. State b r i e f l y  the s tatus of any ma te r ia l l y  important 
legal  proceedings pending a t  the end o f  the year, and the 
resu l t s  of  any such proceedings culminated dur ing the year. 

10. Describe b r i e f l y  any ma te r ia l l y  important t ran- 
sactions of  the respondent not d isc losed elsewhere i n  t h i s  
report  in  which an o f f i c e r ,  d i rec to r ,  secur i ty  holder 
reported on page 106, vot ing t rustee, associated company 
or known associate of  any of  these persons was a par ty  or 
in  which any such person had a mater ia l  in terest .  

11. (Reserved.) 

12. I f  the important changes dur ing the year r e l a t i n g  t o  
the respondent company appearing i n  the annual report  t o  
stockholders are appl icable in  every respect and furn ish 
the data required by inst ruct ions 1 t o  11 above, such notes 

may be included on t h i s  page. 
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Name of Respondent This Report Is : Date of Report 
NTUCKY POWER COMPANY (1) [ X l A n  Original (Mo, Da, Yr) 

( 2 )  [ ] A  Resubmission 12/31/96 

1. 

2. 

3. 

4. 

5. 

6.. 

t 
3 .  

Year of Report 

Dec. 31, 1996 

None 

None 

None 
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None 

None 

Kentucky Public Service Commission Case No. CF-KP-32101: 

$25,000,000 6.42% Term Loan due April 1, 1999 

$25,000,000 6.57% Term Loan due April 1, 2000 

$25,000,000 7.445% Term Loan due September 20, 2002 

SEC File No. 70-8693 under the Public Utility Holding Company Act of 
1935. Short-term borrowing authority not to exceed $150,000,000 for 
the period January 1, 1996 through December 31, 2000. 

None 

Salarv and waqe increases include a 3.0% general increase for physical 
2mployees .-Also included is 2 4.0% base merit budget increase for exempt 
2mployees; a 3.8% base merit budget increase for the nonexempt clerical 
Zmployees; and a 4.0% base merit budget increase for nonexempt technical 
2mployees. 

3 .  On April 12, 1993, Kentucky Power Company (KEPCo) and other AEP System 
zompanies filed a transmission tariff with the Federal Energy Regulatory 
Zommission (FERC) under which these AEP System companies would provide 
limited transmission service to certain companies. 
terms and conditions of the service, as well as the price which the 
companies pay for transmission services, regardless of the source cf 
electric power generation. 
accepting the transmission service tariff for filing, with the tariff 
becoming effective on September 7, 1993, subject to refund. 

On April 24, 1996, the FERC issued orders 888 and 889. 
which resulted from the FERC's March 29, 1995 Notice of Proposed Rulemaking 
("Mega-NOPR"), require each public utility that owns or controls interstate 
transmission facilities to file an open access network and point-to-point 
transmission tariff that offers services comparable to the utility's own 

The tariff covered the 

On September 3, 1993, the FERC issued an order 

These orders, 
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Name of Respondent 
NTUCKY POWER COMPANY 

IMPORTANT CHANGES DURING THE YEAR (Continued) 

uses of its transmission system. 
functionally unbundle their services, by requiring them to use their own 
tariffs in making off-system and third-party sales. 
the FERC issued a pro-forma tariff which reflects the FERC's views on the 
minimum non-price terms and conditions for non-discriminatory transmission 
service. In addition, the orders require all transmitting utilities to 
establish an Open Access Same-time Information System (IIOASIS") which 
electronically posts transmission information such as available capacity 
and prices, and require utilities to comply with Standards of Conduct which 
prohibit utilities' system operators from providing non-public transmission 
information to the utility's merchant employees. 
utility to seek recovery of certain prudently-incurred stranded costs that 
result from unbundled transmission service. On July 9, 1996, the AEP 
System companies filed a tariff conforming with the FERC's pro-forma 
transmission tariff, subject to the resolution of certain pricing issues, 
rJhich are still pending before the FERC. 

The orders also require utilities to 

As part of the orders, 

The orders also allow a 

This Report Is: Date of Report Year of Report 
(1) [XI  An Original 
( 2 )  [ IA Resubmission 12/31/96 Dec. 31, 199--- 

(Mo,Da,Yr) 

KEPCo and Appalachian Power Company (APCo) have announced an 
improvement plan to be implemented during a four-year period (1996-1999) to 
reinforce their 138,000-volt transmission system. Included in this plan is 
3 new transmission line to link KEPCo's Big Sandy Plant to communities in 
'astern Kentucky. APCo's and KEPCo's estimated project costs are 

115,000 and $84,184,000, respectively. The Kentucky Public Service 
mission (Kentucky PSC) approved the project in its order dated June 11, 

1996. Construction commenced in late 1996. 

The Acid Rain Program (Title IV) of the Clean Air Act Amendments of 
1990 (CAAA) contain provisions governing nitrogen oxides (NOx) emissions. 
In April 1995, the United States Environmental Protection Agency (Federal 
EPA) promulgated NOx emission limitations for tangentially fired boilers 
and dry bottom wall-fired boilers for Phase I and Phase I1 units. In 
addition, on December 19, 1996, Federal EPA published final NOx emission 
limitations in the Federal Register for wet bottom wall-fired boilers, 
cyclone boilers, units applying cell burner techn-ology and all other types 
of boilers.- 
2 0 0 0 .  
utilities, including KEPCo, in the U.S. Court of Appeals for the District 
of Columbia Circuit on December 26, 1996. 

These emission limitations are to be achieved by January 1, 
A petition for review of the regulations was filed by a number of 

The CAAA contains additional provisions, other than the Acid Rain 
Program, which could require reductions in emissions of nitrogen oxides 
from fossil fuel-fired power plants. Title I, dealing generally with 
attainment of federally set National Ambient Air Quality Standards, 
establishes a tiered system for classifying degrees of non-attainment with 
che air quality standard for ozone. Depending upon the severity of 
non-attainment within a given non-attainment area, reductions in nitrogen 
oxides emissions from fossil fuel-fired power plants may be required as 
-rt of a state's plan for achieving attainment with the ozone air quality 
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I 

Attachment 1 
Page 20 of 397 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3 



e of Respondent 
TUCKY POWER COMPANY 

This Report Is: Date of Report Year of Report 
(1) [ X I  An Original 
(2) [ ]A Resubmission 12/31/96 Dec. 31, 1996 

(Mo, Da,Yr) 

Page 109.2 

IMPORTANT CHANGES DURING THE YEAR (Continued) 

standard. While ozone non-attainment is largely restricted to urban areas, 
AEP System generating units could be determined to be affecting ozone 
concentrations and may therefore, eventually be required to reduce nitrogen 
oxides emissions pursuant to Title I. 

In addition, certain environmental organizations and states have taken 
the position that nitrogen oxides emissions from the midwest must be 
reduced in order to achieve the air quality standard for ozone in the 
northeast as well as the Lake Michigan and Atlanta, Georgia areas. 
coal-fired plants are potentially subject to the imposition of additional 
emission controls resulting from these initiatives. 
Council of States formed the Ozone Transport Assessment Group (OTAG) in 
early 1995 to develop estimates of levels of reduction in volatile organic 
compound and/or nitrogen oxides emissions required for significant 
reductions in ozone concentrations in the eastern United States. 
consisting of the environmental commissioners and air directors of 37 
eastern states, Federal EPA and representatives from environmental and 
industry groups, is currently scheduled to complete modeling and technical 
work by the spring of 1997 with evaluation of technical findings and 
recommendations on regional emission controls to be submitted to Federal 
EPA in the summer of 1997. Federal EPA published a notice of intent in the 
'anuary 10, 1997 Federal Register proposing the specification of ranges or 

All AEP 

The Environmental 

OTAG, 
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( 2 )  [ ]A Resubmission 
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IMPORTANT CHANGES DURING THE YEAR (Continued) 
-. 

On July 21, 1992, Federal EPA published final regulations in the 
Federal Register governing application of new source rules to generating 
plant repairs and pollution control projects undertaken to comply with the 
CAAA. Generally, the rule provides that plants undertaking pollution 
control projects will not trigger new source review requirements. The 
Natural Resources Defense Council and a group of utilities, including 
KEPCo, have filed petitions in the U.S. Court of Appeals for the District 
Df Columbia Circuit seeking a review of the regulations. 

The Comprehensive Environmental Response, Compensation, and Liability 
Act (CERCLA) and similar state law provide governmental agencies with the 
authority to require clean-up of hazardous waste sites and releases of 
hazardous substances into the environment. Since liabilitv under CERCLA is 
strict and-can be applied retroactively, AEP Syst 
previously disposed of PCB-containing electrical 
hazardous substances may be required to participa 
3t such disDosal sites should environmental mob1 

,em 
equ 
.te 
.ems 

companies which 
.ipment and other 
in remedial activities 
result. KEPCo is 

Fresently ihentified as a potentially responsible party for clean-up at one 
federal remediation site. KEPCo's share of clean-up costs, however, is not - 
expected to be significant. Attachment 1 
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- 1  

This Report I $ : .  Date of  Re o r t  
!!!I 1 1  A Resuhiss ion I ‘%3??96yF’ 

X A n  O r 1  i n a l  I Year o f  Report 
Dec. 31. 1996 

T i t l e  o f  Account 

(a) 
53 DEFERRED DEBITS 
54 Unamortized Debt Exwnses (1811 

Balance a t  Balance a t  Ref. 

(b)  ( C )  (d) 
Page No. Beginning of  Year E n d  of  Year 

8666.559 I $584.778 
55 
56 
57 
58 
59 

.RC FORM NO.1 (REVISED 12-93) Page 111 

Extraordinary Property Losses (182.1) 230 
Unrecovered Plant  and Regulatory S t d y  Costs (182.2) 230 

Other Regulatory Assets (182.3) 232 101,046,982 105,697,228 
Prelim. Survey and Inves t i ga t i on  Charges (E lec t r i c )  (183) 4,324,480 4,324,480 
Prelim. Sur. and Invest.  Charaes (Gas) (183.1. 183.2) - - -  

60 Clearing Accounts (184) 
61 Tenporary F a c i l i t i e s  (185) 
62 Miscellaneous Deferred Debi ts  (186) 
63 Def. Losses from Dispos i t i on  o f  U t i l i t y  PLt. (187) 

64 Resea-ch, Devel. and Demonstration Expend. (188) 
65 

66 Accunuleted Deferred Income Taxes (190) 
67 

68 TOTAL Deferred Debi ts  (Enter Total  o f  l i nes  54 th ru  67) 
69 

Uner.artized Loss on Reacquired Debt (189) 

Unrecovered Purchased Gas Costs (191) 

p ~ $ , ; ~ e ~ ) a n d  other  Debi ts (Enter Total of  l ines 10,11,12, 

271,791 216,722 
35,419 35,419 

233 6,855,032 6,199,157 

352-353 

709,417 875.419 

234 29,652.850 30,918,588 

$143,562,530 $148,851,791 

$821,219,708 5882,294,057 



Name of  Res ndent This Report I $ : .  Date of Report Year of Report 
KENTUCKY POER COMPANY 

‘~8t3?%6Yr’ Dec. 31, 1996 

T i t l e  of Account Ref. I Balance a t  Balance a t  

X An Or1  ina l  1 fj] 1 A Resuhission [ 
COMPARATIVE BALANCE SHEET (LIABILITES AND OTHER C R E D I T S )  

End of Year 
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Name of Res ndent This Report Is' Date of  Re o r t  

, 
STATEMENT OF INCOME FOR THE YEAR 

Report amounts f o r  accounts 412 and 413, Revenue and 5. Give concise explanations concerning unset t led ra te  
ipenses from U t i l i t y  P lant  Leased t o  Others, in  another proceedings where a contingency e x i s t s  such that  refunds 

U t i l i t y  c o l u m  (i,k,m,o) i n  a s i m i l a r  manner t o  a u t i l i t y  o f  a material amount may need t o  be made t o  the u t i l i t y ' s  
department. Spread the  amount(s) over l i nes  02 th ru  24 as customers or  which may r e s u l t  i n  a mater ia l  refund t o  the 
appropriate. Include these amounts in  co lums (c)  and (d) u t i l i t y  wi th  respect t o  power or gas purchases. State fo r  
to ta ls .  each year af fected the gross revenues o r  costs t o  which the 

2. Report amounts in  account 414, Other U t i l i t y  Operating contingency re la tes  and the tax e f f e c t s  together wi th  an 
Income, in  the same manner as accounts 412 and 413 above. explanation of  the major factors  which a f f e c t  the r i g h t s  of  
3. Report data f o r  l i n e s  7,9, and 10 f o r  Natural Gas corn- the u t i l i t y  t o  r e t a i n  such revenues o r  recover amounts p a i d  

panies using accounts 404.1, 404.2, 404.3, 407.1 and 407.2. with respect t o  power and gas purchases. 
4. Use pages 122-123 f o r  important notes regarding the 6. Give concise explanations concerning s i g n i f i c a n t  

statement o f  incane or any account thereof. amounts o f  any refunds made or received duing the year. 

Year of  Report 

0. i ne l  

4 
5 
6 
7 
8 

Account 

(a) 

~ 

Operation Expenses (401) ~ 320-323 21 2,733, R 7  214,061,460 
Maintenance Expenses (402) 320 - 3 23 32,793,010 27,876,611 
Depreciat ion Expense ( 4 0 3 )  336-337 25,084,571 24,395,836 

Amort. o f  U t i l i t y  P lan t  Aca. Adj. (406) 336-337 38.616 38.616 
Amort. & Depl. o f  U t i l i t y  P lant  (406-405) 336-337 0 0 

I (Ref.) I TOTAL 

Regulatory Debi ts  (407.3) 
(Less) Regulatory Credi ts  (407.4) 
Taxes Other Than Income Taxes (408.1) 

14 Income Taxes - Federal (409.1) 
15 - Other (409.1) 
16 Provis ion f o r  Deferred Income Taxes (410.1) 
17 (Less) Prov is ion f o r  Deferred Incane Taxes - C r .  (411.1) 
18 Investment Tax c r e d i t  Adj. - Net (411.4) 
19 (Less) Gains fran Disp. o f  U t i l i t y  Plant (411.6) 
20 Losses from Disp. o f  U t i l i t y  Plant (411.7) 
21 (Less) Gains from Dispos i t ion  o f  Allowances (411.8) 
22 Losses frm Dispos i t ion  o f  Allowances (411.9) 
23 TOTAL U t i l i t y  Operatinq Expenses (Enter Total o f  Lines 4 t h r u  22) 

I 1 

262 - 263 7,080,115 6,972,744 

262-263 709,738 1,458,393 
234,272 - 277 13,395,997 10,976,607 

11,539,377 13,349,182 234,272-277 
266 (1,232,340) (1,243,524) 

262-263 5,118,476 7,935,335 

2,204,396 

$281,978,137 '5279,122,896 - .  

- - I  Previo s Year A I Paqp)No. I Current Year 
( C )  

24 

1 1 

UTILITY OPERATING INCOnE 

Net U t i l i t y  Operating Income (Enter Total o f  
l i n e  2 less 23) (Carry forward t o  page 117, l i n e  2 5 )  S41,342,739 549,020,983 

Amort. o f  Property Losses, Unrecovered Plant and 1 Regulatory S t u d y  Costs (407) 
' r ~  1 Amort. o f  Conversion Exwnses (407) I I 1 
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Year o f  Report lame of  Res ndent This Report Is:. Date of  Report 
KENTUCKY P&R COMPANY 

‘??t3?$06Y r ,  Dec. 31, 1996 
X A n  O r 1  i n a l  t 1 A Resu&ission I I 

STATEMENT OF INCOME FOR THE YEAR (Continued) 

GAS UTILITY 
Current Year Previous Year 

ELECTRIC UTILITY 

C Y )  (9 )  (h) 
Prev io s Year Current Year 

(e) 

OTHER UTILITY - Line 
Current Year Previous Year No. 

( 1 )  ( 1 )  

2,204,396 21 

L201.970.137 $279,122,096 0 0 - -  0 0 23 
22 

24 
S41.342.139 $49,020,903 0 0 0 0 
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$323,320,8761 $328,143,8791 

21 2.733 727 1 214,061,4601 I 
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Name of  Res ndent T h i s  R e p o r t  I $ : .  D a t e  of  Re r t  1 t 1 A R e s u h s s i o n  1 ‘%3b6” 
X An O r 1  i n a l  KENTUCKY P a R  COMPANY 

Y e a r  of R e p o r t  

Dec .  31. 1996 

OTHER U T I L I T Y  I OTHER U T I L I T Y  

& I  I I 1 1 1 1 

OTHER U T I L I T Y  

5 
6 
7 
8 
9 

10 

I 2 

C u r r e n t  Year P r e v i o u s  Year C u r r e n t  Year P r e v i o u s  Year P r e v i o  s Year  (r)  (m)  (n) ( 0 )  ( P I  
Current Y e a r  

(k )  
1 1  
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This Report I $ *  Date of  Re rt Name of Res ndent 
KENTUCKY PORR COMPANY 

(7?f3!?96yR 
X An Or i ' ina l  1 111 f 1 A Resu%mrssion 1 Year o f  Report 

Oec. 31, 1996 
STATEMENT OF INCOME FOR THE YEAR 

Account 

(a) 
25 
26 Other Income and Deductions 
27 Other Income 
28 N o n u t i l i t y  Operating Income 
29 
30 
31 
32 
53 Nonoperating Rental Income (418)  
34 
15 I n t e r e s t  and Div idend Income (419)  
36 Allowance f o r  Other Funds Used During Construction (419.1) 
37 Miscellaneous Nonoperating Income (421)  
58 Gain on D i s p o s i t i o n  o f  Property (421.1) 
59 
bo Other Income Deductions 
+1 
b2 Miscellaneous Amort izat ion (425)  
L3 
*4 TOTAL Other Income Deductions (Total o f  l i n e s  41 t h r u  43)  

Net U t i l i ' v  Operating Income (Carried foruard from page 114) 

Revenues F r o m  Merchandising, Jobbing and Contract Uork (415)  
(Less) Costs and Exp. o f  Merchandising,Job. 8 Contract Uork (416)  
Revenues Frcm N o n u t i l i t y  Operations (417) 
(Less) Expenses o f  N o n u t i l i t y  Operations (417.1) 

Equi ty  i n  Earnings o f  Subsidiary Companies (418.1) 

TOTAL Other Income (Enter Total o f  l i nes  29 t h r u  38)  

Loss on D i s p o s i t i o n  of Property (421.2) 

M i  sce l  1 aneous I ncome Deductions (426.1 -426.5 1 

(Continued) - 
Current Year Previous Year , 

(Ref.) TOTAL 
Pa e No. 

?b) (C)  (d) 
-. U1,342,TJ9 $49,020,983 

58,559 65,412 

25,177 53,195 

65,953 39,883 
493 14,854 

t150,182 $173,344 

83,643 0 
340 0 
340 1,354,665 578,233 

51.438.308 $578.233 

119 

i7 1 Ex t raord inary 

b 5  Taxes Applic. t o  Other Income and Deductions 

b6 Taxes Other Than Income Taxes (408.2) 262-263 
,7 Income Taxes - Federal (409.2) 262-263 

. .  4 

41,2461 34,862 
(4TJ.600) I (162.277'' 

17 
18 
b9 
10 

Amort. o f  Debt Disc. and Expense (428)  224,328 215,847 
Amortization of  Loss on Reacquired Debt (428.1) 120,104 57,516 
(Less) Amort. o f  Premiun on Debt - Credi t  (429)  1,344 17,637 
(Less) Amort izat ion o f  Cain on Reacquired Oebt - C r e d i t  (429.1) - _  

Page 117 

) 1  In te res t  on Debt t o  ASSOC. Companies (430)  340 
12 Other I n t e r e s t  Expense (431)  340 3,060,480 
)3 (Less) Allowance f o r  Borrowed Funds Used During Construction-Cr. (432)  986,963 

$23,776,016 
1-L I 
15 I Income Before Ext raord inary Items (Tota l  of  Lines 25, 54 and 6G) $16,972,985 

Net In te res t  Charges (Enter Total of  l i nes  56 t h r u  63)  
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2,495,843 
367.996 

523,895,660 
$25,128,531) 

17 I Ext raord inary Income (434)  
j8 (Less) Ext raord inary Deductions (435)  
19 

'0 Income Taxes-Federal and Other (409.3) 
'1 

' 2  Net Income (Enter Tota l  o f  l i n e s  65 and 71) 

Net Ext raord inary Items (Enter Total o f  l i n e  67 less Line 68) 

Extraord inary Items A f t e r  Taxes (Enter Total o f  l i n e  69 Less Line 7 0 )  

0 0 
262 - 263 

0 0 
$16,972,985 525,128,531 

j8 (Less) Ext raord inary Deductions (435)  
19 

'0 Income Taxes-Federal and Other (409.3) 
'1 

Net Ext raord inary Items (Enter Total o f  l i n e  67 less Line 68) 

Extraord inary Items A f t e r  Taxes fEnter Total o f  l i n e  69 Less Line 7 0 )  

0 
262 - 263 

0 0 

'2 I Net 11 



Name of  Res ndent This Report I $ : .  Date o f  Re o r t  
'??)3? %6y') 

X A n  O r 1  rna l  1 111 t 1 A Resu8nission 1 

I I - I  - I - - -  

Appropriations of  Retained Earnings (Account 436) I- 

Year of  Report 
Dec. 31, 1996 

1 KENTUCKY P&R COMPANY 

I STATEMENT OF RETAINED EARNINGS FOR THE YEAR 

Report a l l  changes i n  appropriated retained earnings, 5. Shou dividends f o r  each c lass and ser ies of  
Jppropr i a ted reta ined earnings, and unappropriated undi s- cap i ta l  stock. 

2. Each c r e d i t  and deb i t  dur ing the year should be o f  items shoun i n  account 439, Adjustments t o  Retained 
tributed subsid iary  earnings f o r  the the year. 

i d e n t i f i e d  as t o  the re ta ined earnings account in  uhich Earnings. 

contra primary account a f fec ted  in  colunn (b). the amount reserved or  appropriated. I f  such reserva- 
3. State the purpose and amount o f  each reservation or  t i o n  o r  appropriat ion i s  t o  be recurrent, s ta te  the 

appropriat i o n  o f  r e t e  ined earnings. nunber and annual amounts t o  be reserved o r  appro- 
4. L i s t  f i r s t  account 439, Adjustments t o  Retained pr ia ted  as uelt as the t o t a l s  eventual ly  t o  be 

Earnings, r e f l e c t i n g  adjustments t o  the opening balance o f  accunulated. 
re ta ined earnings. F o l l o u  by c red i t ,  then deb i t  items 8.  I f  any notes appearing i n  the repor t  t o  stockholders are 

6 .  Show separately the State and Federal income tax e f fec t  

I recorded ( Accounts 433, 436 - 439 i nc lus ive  ). Shou the 7. Explain i n  a footnote the bas is  f o r  determining 

1 i n  tha t  order. appl icable t o  t h i s  statement, include them on pages 122-123. 
Contra 

Line Item Amount No. 
(a) (b) ( C )  

UNAPPROPRIATED RETAINED EARNINGS (Account 216) I 

2 Changes ( I d e n t i f y  by prescribed retained earnings accounts) I 
3 Adjustments t o  Retained Earnings (Account 439) I 

1 Balance - Beg iming  o f  Year -1 S91,381,39' 

4 Credit:  
5 Credit:  
6 Credit:  
7 Credit:  
8 C r e d i t :  

Attachment 1 
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I 

TOTAL Credi ts  t o  Retained Earnings (Acc. 439) (Total o f  l i nes  4 t h r u  8) 

'9 I TOTAL Dividends D e c l a r e d -  Preferred Stock (Acct. 437) (Total of l ines 24 th ru  28) I I -1 

12 Debit: 
Debi t : 
Debi t : 

TOTAL Debi ts  t o  Retained Earnings (Acc. 439) (Total o f  l i nes  10 t h r u  14) 
16 1 Balance Transferred from Income (Account 433 Less Account 418.1) 117 

. .  

I :! 

-- 

16 972 985 

19 
?O 
!1 
!2 
!3 
?f4 

15 
'6 

C FORM NO. l  (ED. 12-96) Page 118 

- .  
TOTAL Appropriat ions of  Retained Earnings (Acc. 436) (Total of l i nes  18 t h r u  21) 

Dividends Declared - Preferred Stock (Account 437) I 

TOTAL Dividends Declared - Comnon Stock (Acct. 438) (Tota l  of  l i nes  31 th ru  35) 
I 

s fe rs  from Acct. 216.1, Unappropriated Undistr ibuted Subsidiary Earnings 
nce - E n d  o f  Year (Tota l  o f  l i nes  01, 09, 1 5 ,  16, 22, 29, 36, and 37) 

(524,263,988) 

$84,090,394 



1 IT 
40 
41 
42 
43 
44 
45 
- 

TOTAL Appropriated Retained Earnings (Account 215, 215.1) (Enter t o t a l  of  l i nes  45 and 4 6 )  

- 
arne o f  Res ndent This Report Is:. Date o f  Re o f t  Year o f  Report 

(%3??96yF)) Dec. 31,  1996 
X A n  O r 1  i n a l  I t 1 A Resu&ission j KENTUCKY PO&R COnPANY 

1 STATEMENT OF RETAINED EARNINGS FOR THE YEAR (Continued) 
4 

0 

f Amount I tern 
l a )  I (b) 

TOTAL :.etained Earninas (Account 215. 215.1. 216) (Enter t o t a l  o f  l i nes  38 and 47) 

. .  .-. 
APPROPRIATED RETAINED EARNINGS (Account 215) 

State m l a n c e  and purpose of  each appropriated retained earnings amount a t  end of year and g ive  
accounting e n t r i e s  f o r  any appl icat ions of appropriated reta ined earnings during the year. 

584,090,394 
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L -;*'ROPRIATED UNDISTRIBUTEO SUBSIDIARY EARNINGS (ACCOUNT 216.1) 

Balance - Beginning of Year (Debit or Credit) 
E cv in  Earninas far  Year [ C r e d i t ]  (Account 418.1) 

Item No. 3 

n 
0 

TOTAL Appropriated Retained Earnings (Account 215) 

APPROPRIATED RETAINED EARNINGS-A ORTIZATION RESERVE,FEDERAL 
(Account 21! .1)  

I -- -- - -- .- - . - 
) Dividends Received (Debit) 

er  Changes (Explain) 
53 I Balance - E n d  of Year (Tota l  of Lines 49 Thru 5 2 )  

State belou the  t o t a l  amount set aside through appropriat ions of re ta ined earnings, as of  the end 
of  the year, i n  compliance w i t h  the provisions of  Federal ly granted hydroelect r ic  p ro jec t  l icenses 
he ld  by the  respondent. I f  any reductions or  changes other than the normal annual c red i ts  hereto have 
been made dur ing the  year, exp la in  such items in  a footnote. 

TOTAL .aDriated Retained Earninss - Amort izat ion Reserve, Federal (Account 215.1) 

a 
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Name of  Res ndent This Report I $ : .  Date of Re o r t  
KENTUCKY PO@R COWPANY 

(?ff3??96") 
X An O r 1  i n a l  I [A! t 1 A Resuhiss ion 1 Year o f  Report 

oec. 31, 1996 

. .  . .  I 

1 ]Net Cash Flou from Operating A c t i v i t i e s :  

. i ne 
do. 

2 I Net Incane (Line 72(c) on Dage 117) I $16.972.985 

Descr ip t ion  (See Ins t ruc t ion  No. 5 f o r  Explanation of  Codes) Amounts 
(a )  [b) 

. -  . .  
3 I Noncash Charges (Credi ts)  t o  Income: 
4 I Depreciat ion and Deplet ion 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

25.196.277 

Debt Expense Discount and Premiun 222,984 
Cain or Loss on Reacquired Debt 120,104 
.Deferred Income Taxes (Net) 1,863,671 
Investment Tax C r e d i t  Adjustment (Net) (1,389,791) 
Net (Increase) Decrease i n  Receivables . 1,596,042 
Net (Increase) Decrease in  Inventory (6,412,086) 
Net (Increase) Decrease i n  Allouances Inventory 
Net Increase (Decrease) in  Payables and Accrued Expenses 1,366,984 
Net (Increase) Decrease i n  Other Regulatory Assets 444,822 
Net Increase (Decrease) i n  Other Regulatory L i a b i l i t i e s  354.599 

5 I Amort izat ion o f  (Specify) I 

.- I 

I Other Operatins Items (Net) 

(Less) Undis t r ibuted Earnings from Subsidiary Companies 
ther:Net (Increase) i n  Accrued U t i l i t y  Revenues 5,325,102 

(628.9261 

16 I (Less) Allowance f o r  Other Funds Used During Construction I 0 

26 
2 5 .  
26 
27 

Cash Flows from Investment A c t i v i t i e s :  
Construction and Acqu is i t ion  of  Plant ( Inc lud ing Land): 

Gross Addit ions t o  U t i l i t y  Plant ( less  nuclear fue l )  (75,815,486) 
Gross Addit ions t o  Nuclear Fuel 

28 
29 
30 

I 

Gross Addit ions t o  Comnon U t i l i t y  Plant 
0 Gross Addit ions t o  N o n u t i l i t y  Plant 

(Less) Allouance f o r  Other Funds Used During Construction 0 
- .  

JJ I 
34 Cash Outf lous f o r  P lant  (Tota l  o f  l i nes  26 t h r u  33) 
35 
36 Acquis i t ion of Other Noncurrent Assets ( d l  
37 1 Proceeds from Disposal o f  Noncurrent Assets (d) 
38 1 Proceeds from sale o f  property-mil ton, po le sales 
39 I Investments in  and Advances t o  Assoc. and Subsidiary Companies 
LO \ Contr ibutions and Advances from Assoc. and Subsidiary Companies 

($75,815,486) 

250,000 

- 

7 7  I I 

I 
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KENTUCKY POEER COMPANY 

INo. 
’ 46 
I ~7 - 

(a) (b) 

I - Loans Made or Purchased 
Col lect ions on Loans - 

. .. - 
@ 

50 
51 
52 
53 

Attacliment 1 - 
Page 33 of 397 - Net (Increase) Decrease i n  Receivables 

Net (Increase) Decrease in Inventory 
Net (Increase) Decrease in  Allowances Heid f o r  Speculation 
Net Increase (Decrease) i n  Payables and Accrued Expenses 
Other, 

Y 

Kpsc Case No. 99-149 . 
TC (1st Set) . 

. 
Item No. 3 , 

Order Dated April 22, 1999 

Preferred Stock 
Cunnon Stock 

64 1 Other: Capi ta l  Contr ibut ions 
65 I 

55 I I 

. .  

30,000,000 

’ Long - Term Debt (b) I 74.985.000 

67 
68 
69 
70 

Other: 

Cash Provided by Outside sources (Total o f  l i nes  61 t h r u  69) t129.610.000 
71 
72 
73 

Payments f o r  Retirement o f :  
Long - term Oebt (b) _ _  ( 74,737,500) 

80 
81 
82 

- .  83 

L. 

86 

74 I Prefer red Stock I I 

Dividends on Preferred Stock 
Dividends on C m o n  Stock (24,263,988) 
Net Cash provided by (Used in) Financing A c t i v i t i e s  

(Tota l  o f  l i n e s  70 t h r u  81) S3C.608.512 

Net Increase (Decrease) i n  Cash and Cash Equivalents 
(Total o f  l i n e s  22, 57,and 83) $75,793 

75 I C o m n  Stock I I 

ash and Cash Equivalents a t  Beginning of  Year 

ash and Cash Equivalents a t  E n d  of  Year 

76 I Other: I I 

1,030,599 

1,106,392 
I 

7 7 1  

78 I Net Decrease i n  Short-Term Oebt (c) 
70 1 I I 
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NOTES TO FINANCIAL  STATEMENTS 

. Use the space belou f o r  important notes regarding the p lan of  d ispos i t ion  contemplated, g iv ing  references t o  Com- 

mission orders or other authorizations respecting c l a s s i f i c a -  
t i o n  of  amounts as p lan t  adjustments and requirements as 
t o  d ispos i t ion  thereof. 

4. Where Accounts 189, Unamortized Loss on Reacquired 
Debt, and 257, Unamortized Gain on Reacquired Debt, are 

Jlance Sheet, Statement o f  Income f o r  the year, Statement 
o f  Retained Earnings f o r  the year, and Statement o f  Cash 
Flows, or any account thereof. C lass i fy  the notes according 

t o  each basic statement, p rov id ing  a subheading f o r  each 
statement except where a note i s  appl icable t o  more than 
one statement. not used, g ive an explanation, prov id ing the r a t e  treatment 

gent assets o r  l i a b i l i t i e s  e x i s t i n g  a t  end of  year, including a 

b r i e f  explanation o f  any a c t i o n  i n i t i a t e d  by the In ternal  
Revenue Service invo lv ing  poss ib le  assessment of  addi t i ona l  
income taxes o f  mater ia l  amount, or o f  a c la im f o r  refund of 

income taxes o f  a mater ia l  amount i n i t i a t e d  by the u t i l i t y . G i v e  
a lso a b r i e f  explanation o f  any d iv ide ids  in  arrears on 
cumulative pre fer red  stock. 

o r i g i n  of  such amount, deb i ts  and c r e d i t s  during the year, and 

2. Furnish p a r t i c u l a r s  (de ta i l s )  as t o  any s ign i f i can t  contin- given these items. See General I n s t r u c t i o n  17 o f  the Uniform 
System o f  Accounts. 

r e s t r i c t i o n s  and s ta te  the amount o f  re ta ined earnings affectec 
by such res t r i c t ions .  

respondent company appearing i n  the annual repor t  t o  the 
stockholders are appl icable and fu rn ish  the data required by 
inst ruct ions above and on pages 114-121, such notes may 
be included herein. 

5. Give a concise explanation of  any reta ined earnings 

6. I f  the notes t o  f inanc ia l  statements r e l a t i n g  t o  the 

3. For Account 116, U t i l i t y  P lant  Adjustments, expla in  the 

PAGE 122 INTENTIONALLY LEFT BLANK 
SEE PAGE 123 FOR REQUIRED INFORMATION Attacliment 1 
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KPSC Case No. 99-149 

TC (1st Set) 
Order Dated April 22, 1999 

Item No. 3 

Year of  Report 
Dec. 31. 1996 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

This Report Is: Date of Report Year of Report 
(1) [XI  An Original 
( 2 )  [ ] A  Resubmission 12/31/96 Dec. 31, 195 

-\ 
(Mo, Da, Yr) 

NOTES TO FINANCIAL STATEMENTS 

1. SIGNIFICANT ACCOUNTING POLICIES: 

Organization 

Attachment 1 
Page 35 of 397 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3 

Kentucky Power Company (the Company or KPCo) is a 
wholly-owned subsidiary of American Electric Power 
Company, Inc. (AEP Co., Inc.), a public utility holding 
company. KPCo is engaged in the generation, purchase, 
transmission and distribution of electric power in 
east--rn Kentucky and does business as American Electric 
POWE- (AEP). The Company provides electric power to 
167,000 retail customers in its service territory. 
Wholesale electric power is supplied to neighboring 
utility systems, power marketers and the AEP System 
Power Pool. As a member of the AEP System Power Pool 
(Power Pool) and a signatory company to the AEP 
Transmission Equalization Agreement, KPCo's facilities 
are operated in conjunction with the facilities of 
certain other AEP affiliated utilities as an integrated 
utility system. 

Regulation 

As a subsidiary of AEP Co., Inc., the Company is 
subject to regulation by the Securities and Exchange 
Commission (SEC) under the Public Utility Holding 
Company Act of 1935 (1935 Act). Retail rates are 
regulated by the Kentucky Public Service Commission 
(KPSC) . The Federal Energy Regulatory Commission 
(FERC) regulates wholesale rates. 

Basis of Accounting - .  

The accounting of the Company is subject in 
certain respects to both the requirements of the KPSC 
and the FERC. The financial statements 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 the exclusion of 
current maturities of long-term debt from current 
liabilities, the exclusion of comparative statements 
of retained earnings and cash flows and the requirement 
to report deferred tax assets and liabilities 
separately rather than as a single amount. 

e FORM NO.l (ED. 12-96) Page 123 Next Page is 200 
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NOTES TO FINANCIAL STATEMENTS . (Continued) 

As a cost-based rate-regulated entity, KPCo's 
financial statements reflect the actions of regulators 
that may 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 income) are recorded 
to reflect the economic effects of regulation. 

Use of Estimates 

The preparation of these financial statements 
requires in certain instances the use of management's 
estimates. Actual results could differ from those 
estimates. 

Utility Plant 

Electric utility plant is stated at original cost 
and is generally subject to first mortgage liens. 
Additions, major replacements and betterments are added 
to the plant accounts. Retirements from the plant 
accounts and associated removal costs, net of salvage, 
are deducted from accumulated depreciation. The costs 
of labor, materials and overheads incurred to operate 
and maintain utility plant are included in operating 
expenses. 

Allowance for Funds Used During Construction (AFUDC) 

AFUDC is a noncash nonoperating income item that 
is recpvered with regulator approval over the.service 
life of utility plant through depreciation and 
represents the estimated cost of borrowed and equity 
funds used to finance construction projects. 
amounts of AFUDC for 1996 and 1995 were not 
significant. 

The 

Attachiiient 1 
Page 36 of 397 

KPSC Case No. 99-149 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3 
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Depreciation and Amortization 

This Report Is: Date of Report Year of Report 
(1) [XI  An Original 
(2) [ ] A  Resubmission 12/31/96 Dec. 31, 199 

(Mol Da, Yr) 

Attachment 1 
Page 37 of 397 

W S C  Case No. 99-149 
TC (1 st Set) 

Order Dated April 22. 1999 
Item No. 3 

Depreciation is provided on a straight-line basis 
over the estimated useful lives of property and is 
calculated largely through the use of composite rates 
by functional class as follows: 

Functional Class 
of Property 

Production 
Transmission 
Distribution 
General 

Composite 
Depreciation 
Annual Rates 

3.8% 
1.7% 
3.5% 
2.5% 

Expenditures to remove retired plant are recovered 
through depreciation charges included in rates. 

Cash and Cash Equivalents 

Cash and cash equivalents include temporary cash 
investments with original maturities of three months or 
less. 

Operating Revenues 

Revenues include the accrual of electricity 
consumed but unbilled at month-end as well as billed 
revenues. 

Fuel Cost 

Changes in retail jurisdictional fuel cpsts are 
deferred until reflected in billings to customers in 
later months through a fuel adjustment mechanism. 
Wholesale jurisdictional fuel cost changes are expensed 
and billed as incurred. 

Income Taxes 

The Company follows the liability method of 
accounting for income taxes as prescribed by SFAS 109, 
"Accounting for Income Taxes." Under the liability 
method, deferred income taxes are provided for all 
temporary differences between book cost and tax basis 
of assets and liabilities which will result in a future 
tax consequence. Where the flow-through method of 

-aFORM NO.l (ED. 12-96) Page 123.3 
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NTUCKY POWER COMPANY 

Bs.sed on directives of regulatory commissions, the 
Company reflected investment tax credits in rates on a 
deferral basis. 
deferred investment tax credits are being amortized 
over the life of the related plant investment. The 
Company's policy with regard to investment tax credits 
for nqnutility property was to practice the flow-through 
method of accounting. 

Commensurate with rate treatment 

This Report Is: 
(1) [ X l ~ n  Original 
( 2 )  [ ]A Resubmission 12/31/96 Dec. 31, 1996 

Date of Report Year of Report 
(Mo, Da, Yr) 

Debt 

Gains and losses on reacquired debt are deferred 
and amortized over the term of the reacquired debt in 
accordance with rate-making treatment. If the debt is 
refinanced the reacquisition costs are deferred and 
amortized over the term of the replacement debt 
commensurate with their recovery in rates. 

Debt discount or premium and debt issuance expens- 
es are amortized over the term of the related debt, 
with the amortization included in interest charges. 

Other Property and Investments 

Other property and investments are stated at cost. 

- .  2. COMMITMENTS AND CONTINGENCIES: 

Construction 

Construction expenditures for the years 1997-1999 
are estimated to be $191 million and, in connection 
therewith, certain commitments have been made. 

Fuel Supply 

Long-term fuel supply contracts generally contain 
clauses that provide for periodic price adjustments. 
The contracts are for various terms, the longest of 
which extends to the year 2001 and contain various 

Item No. 3 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

This Report Is: 
(1) [XI  An Original (Mo,Da,Yr) 
12) [ ]A Resubmission 12/31/96 

Date of Report Year of Report 

~ 

clauses that would release the Company from its 
obligation under certain force majeure conditions. 
fuel adjustment mechanism generally provides for 
recovery of changes in the cost of fuel. 

The 

Loan Guarantees 

A constructive marketing program enables residen- 
tial customers to borrow from area banks to purchase 
energy efficient electrical equipment, such as heat 
pumps. KPCo guarantees loan principal plus interest. 
The guaranteed amounts totaled $14.6 million at 
December 31, 1996. 

Litigation 

KPCo is involved in a number of legal proceedings 
While management is unable to predict the and claims. 

outcome of litigation, it is not expected that the 
resolution of these matters will have a material 
adverse effect on the results of operations or 
financial condition. 

3. RELATED-PARTY TRANSACTIONS: 

KPCo has a Unit Power Purchase Agreement with AEP 
Generating Company (AEGCo) an affiliated company, which 
expires in 1999. The agreement provides for the 
Company to purchase 15% of the total output of the two 
unit 2,600-mw capacity Rockport Plant. Under the Unit 
Power Purchase Agreement there is a demand charge for 
the right to receive the power, which is payzable even 
if the-power is not taken. The amount of the demand 
charge is such that when added to other amounts 
received by AEGCo, it will enable AEGCo to recover all 
its fixed expenses including a FERC-approved rate of 
return on common equity. 

Attachment 1 
Page 39 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 
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(2) [ ]A Resubmission 12/31/96 

Demand Charge 
Energy Charge 

Total 

Year of Report 

Dec. 31, 1996 

$39,622 $39,608 
27 , 743 29,027 

$67,365 $68,635 

Benefits and costs of the System's generating 
plants are shared by members of the AEP System Power 
Pool. Under the terms of the System Interconnection 
Agreement, capacity charges and credits are designed to 
allocate the cost of the System's generating reserves 
among the Power Pool members based on their relative 
peak demands and generating reserves. 
members are compensated for the out-of-pocket costs of 
energy delivered to the Power Pool and charged for 
energy received from the Power Pool. 

and $38.9 million in 1995 for energy supplied to the 
Power Pool. 

for the right to receive power and payable even if the 
power is not taken, and for energy received from the 
Power Pool were included in purchased power expense as 
follows: 

Power Pool 

Operating revenues include $28.0 million in 1996 

Charges for Power Pool capacity, which is a charge 

Capacity Charge 
Energy Charge 

Total 

Year Ended December 31, 
1996 1995' - 
(in thousands 1 

$ 6,425 $ 6,489 

$26 , 166 $15 , 982 
19 , 741 9,493 

Attacluncnt 1 
Page 40 of 397 

KPSC Case No. 99- 119 
TC ( 1  st Sct) 

Order Dated April 22. 1999 
Ileni No. 3 

Power Pool members share in wholesale sales to 
unaffiliated entities made by the Power Pool. 
Company's share of these wholesale power pool sales was 
included in operating revenues in the amount of $26.7 
million in 1996 and $19.2 million in 1995. 

In addition, the Power Pool purchases power from 

The 

FORM N0.1 (ED. 12-96) Page 123.6 Next Page is 200 



Name of Respondent 
YENTUCKY POWER COMPANY 

unaffiliated companies for immediate resale to other 
unaffiliated utilities. The Company's share of these 
purchases was included in purchased power expense and 
totaled $3.0 million in 1996 and $3.9 million in 1995. 
Revenues from these transactions including a 
transmission fee are included in the above Power Pool 
wholesale operating revenues. 

This Report Is: Date of Report Year of Report 
(1) [XI  An Original (Mo,Da,Yr) 
(2) [ ] A  Resubmission 12/31/96 Dec. 31, 199 

,-%. 

AEP System companies participate in a transmission 
equalization agreement. This agreement combines 
certain AEP System companies' investments in 
transmission facilities and shares the costs of 
c-mership of those facilities in proportion to the 
: ;tern companies' respective peak demands. Pursuant to 
t,i2 terms of the agreement, other operating expense 
includes equalization credits of $ 3 . 3  million and $3.5 
million in 1996 and 1995, respectively. 

American Electric Power Service Corporation 
(AEPSC) provides certain managerial and professional 
services to AEP System companies. The costs of the 
services are billed by AEPSC on a direct-charge basis 
to the extent practicable, and on reasonable bases of 
proration for indirect costs. The charges for services 
are made at cost and include no compensation for the 
use of equity capital, which is furnished to AEPSC by 
AEP Co., Inc. Billings from AEPSC are expensed or 
capitalized depending on the nature of the services 
rendered. AEPSC and its billings are subject to the 
reg-..ation of the SEC under the 1935 Act. Attachment 1 

Page 41 of 397 
KPSC Case No. 99-149 

4. BENEFIT PLANS: TC (1st  set) 
Order Dated April 22. 1999 

Item No. 3 K-PCo participates in the AEP System perrsion plan, 
a trusteed, noncontributory defined benefit plan 
covering all employees meeting eligibility 
requirements. Benefits are based on service years and 
compensation levels. Pension costs are allocated by 
first charging each System company with its service 
cost and then allocating the remaining pension cost in 
proportion to its share of the projected benefit 
obliqation. The funding policy is to make annual trust 
f- contributions equal to the net periodic pension 
c. up to the maximum amount deductible for federal 
inc-me taxes, but not less than the minimum required 
contribution in accordance with the Employee Retirement 
Income Security Act of 1974. Net pension plan costs 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

for the years ended December 31, 1996 and 1995 were 
$812,000 and $573,000, respectively. 

An employee savings plan is offered which allows 
participants to contribute up to 17% of their salaries 
into various investment alternatives, including AEP 
Co., Inc. common stock. An employer matching 
contribution, equaling one-half of the employees' 
contribution to the plan up to a maximum of 3 %  of the 
employees' base salary, is invested in AEP Co., Inc. 
common stock. The Company's annual contributions 
totaled $687,000 in 1996 and $720,000 in 1995. 

Postretirement benefits other than pensions (OPEB) 
are provided for retired employees under an AEP System 
plan. Substantially all employees are eligible for 
postretirement health care and life insurance if they 
retire from active service after reaching age 55 and 
have at least 10 service years. OPEB costs are 
determined by the application of AEP System actuarial 
assumptions to each operating company's employee 
complement. The annual accrued costs, which includes 
the recognition of one-twentieth of the prior service 
transition obligation, were $2.8 million in 1996 and 
$2.4 million in 1995. The funding policy for AEP's 
OPEB plan is to make contributions to an external 
Voluntary Employees Beneficiary Association trust fund 
equal to the incremental OPEB costs (i.e., the amount 
that the total postretirement benefits cost under SFAS 
106, "Employers' Accounting for Postretirement Benefits 
Other Than Pensions,'' exceeds the pay-as-you-go 
amount). Contributions were $1.3 million in 1996 and 
$1.6 million in 1995. 

- _  

5 .  COMMON SHAREHOLDER'S EQUITY: 

The Company received from AEP Co., Inc. cash 
capital contributions of $30 million in 1996 and $10 
million in 1995 which were credited to paid-in capital. 
There were no other transactions affecting common stock 
and paid-in capital accounts in 1996 and 1995. 

Attachment 1 
Page 42 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 
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The following is a reconciliation of the difference between the 
amount of federal income taxes computed by multiplying book 
income before federal income taxes by the statutory tax rate, and 
the amount of federal income taxes reported. 

Year Ended December 3 1 ,  
Attachment 1 1 9 9 6  1 9 9 5  

Page 43 of 397 (in thousands 
KPSC Case No. 99-149 

Year of Report 

Dec. 3 1 ,  1 9 9  7 

Net Income TC ( 1  st Set) $16  , 973 
Federal Income Taxes Order Dated April 22, 1999 5 , 1 1 9  

$22  , 0 9 2  Pre-tax Book Income Item No. 3 

Federal Income Taxes on Pre-tax Book Income 

Increase (Decrease) in Federal Income Taxes 
at Statutory Rate ( 3 5 % )  $ 7 , 7 3 2  

1 , 6 9 4  
Resulting From the Following Items: _ .  
Depreciation 

Amortization of Deferred Federal Income Tax 

Allowance For Funds Used During Construction ( 3 8 9 )  

Corporate Owned Life Insurance i 4 7 9 )  
Investment Tax Credits (net) ( 1 , 3 9 0 )  
Other ( 2 8 6 )  

Removal Costs ( 9 7 9 )  

in Excess of the Statutory Tax Rate ( 3 3 9 )  

Percentage Repair Allowance ( 4 4 5 )  

Total Federal Income Taxes as Reported $ 5 , 1 1 9  

Effective Federal Income Tax Rate 2 3 . 2 %  

$ 2 5 , 1 2 8  
3 , 9 1 4  

$ 2 9  , 0 4 2  

$ 1 0 , 1 6 5  

( 6 4 8 )  
( 9 7 9  1 

( 1 , 3 5 5 )  
( 3 9 0 )  
( 4 3 3  1 
( 8 2 6 )  

( 1 , 4 7 8 )  
( 1 4 2 )  

$ 3 , 9 1 4  

1 3 . 5 %  

FORM NO.l (ED. 1 2 - 9 6 )  Page 1 2 3 . 9  Next Page is 200  
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NOTES TO FINANCIAL STATEMENTS (Continued) 

The following tables show the elements of the net deferred 
tax liability and the significant temporary differences that gave 
rise to it: 

December 31, 
1996 1995 

(in thousands) 

Deferred Tax Assets $ 30,919 $ 29,653 
Deferred Tax Liabilities (184,457) (174 , 658 
Net Deferred Tax Liabilities $ (153 , 538) $ (145.005) 

This Report Is: 
(1) [XI  An Original 
( 2 )  [ ]A Resubmission 12/31/96 

Date of Report Year of Report 
. '... (Mo , Da , Yr ) 

Dec. 31, 199 

Attachment 1 
Property Related Temporary Page 44 of 397 

Differences $ ( 1 0 8 , 2 7 6 )  $ (105,254 1 KPSC Case No. 99-149 
Am0unt.s Due From Customers For TC (1st Set) 

Future Federal Income Taxes (18,734) ( 18 ,2 2 8 ) Order Dated April 22, 1999 
Item No. 3 

Deferred State Income Taxes (30,711) (25,487) 
All Other (net) 4,183 3 , 944 Total Net Deferred 

Tax Liabilities $ (153 , 538) $ (145,005) 

KPCo joins in the filing of a consolidated federal income 
tax return with its affiliates in the AEP System. 
allocation of the AEP System's current consolidated federal 
income tax to the System companies is in accordance with SEC 
rules under the 1935 Act. These rules permit the allocation 
of the benefit of current tax losses to the System companies 
giving rise to them in determining their current tax expense. 
The tax loss of the System parent company, AEP Co., 
allocated to its subsidiaries with taxable income. 
exception of the loss  of the parent company, 
allocation approximates a separate return result for each 
company in the consolidated group. 

(IRS) all issues from the audits of the consolidated federal 
income tax returns for the years prior to 1991. 
for the years 1991 through 1993 are presently being audited 
by the IRS. During the audit the IRS agents requested a 
ruling from their 
deductions relating to corporate owned life insurance 
claimed by the Company for 1991 through 1993 should not be 
allowed. The COLI program was established in 1992 as part 
of the Company's strategy to fund and reduce the cost of 
m-.dical benefits for retired employees. AEP filed a brief 
wlth the IRS National Office refuting the agents' position. 
Although no adjustments have been proposed, a disallowance 
of the COLI interest deductions through December 31, 1996 
would reduce earnings by approximately $5 million 

The 

Inc. is 
With the 

the method of 

The AEP System has settled with the Internal Revenue Service 

Returns 

National Office that certain interest 
(COLI) 

(includinq 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

Date of Report Year of Report 
(Mol Da, Yr) 
12/31/96 Dec. 31, 1996 

interest). Management believes it will ultimately prevail on 
this issue and will vigorously contest any adjustments that 
may be assessed. Accordingly, no provision for this amount 
has been recorded. In the opinion of management, the final 
settlement of open years will not have a material effect on 
results of operations. 

7. LEASES: 
Leases of property, plant and equipment are for periods up to 
30 years and require payments of related property taxes, 
maintenance and operating costs. The majority of the leases 
have purchase or renewal options and will be renewed or replaced 
by other leases. 

Lease rentals are generally charged to operating expenses in 
accordance with rate-making treatment. The components of rental 
costs are as follows: 

Year Ended December 31, 
1996 1995 
(in thousands) Attachment 1 

Page 45 of 397 
Operating Leases $ 402 $ 564 KPsC Case No. 99-149 
Amortization of Capital Leases 2,652 2,111 TC (1st Set) 
Interest on Capital Leases 707 513 Order Dated April 22. 1999 
Total Rental Costs $3 , 761 $3 , 188 Item NO, 3 

Properties under capital leases and related obligations 
recorded on the Balance Sheets are as follows: 

December 31, 
1996 1995 
(in thousands) 

Electric Utility Plant: 
Production $:1,586 $ 1,352 
General 18 , 475 13,731 
Total Electric Utility Plant 20,061 15,083 

Accumulated Amortization 7,211 5,664 
Net Properties under Capital Lease $12,850 $ 9,419 

Capital Lease Obligations: 
Noncurrent Liability $ 9,833 $7,064 
Liability Due Within One Year 3 , 017 2,355 
Total Capital Lease Obligations $12 , 850 $9,419 

Capital lease obligations are included in other noncurrent 
and other current liabilities on the Balance Sheets. Properties 
under operating leases and related obligations are not included 
in the Balance Sheets. 

FORM NO.l (ED. 12-96) Page 123.11 Next Page is 200 



of Respondent 
POWER COMPANY 

I 

This Report Is: Date of Report Year of Report 
(I) [XI An Original 
(2) [ ]A Resubmission 12/31/96 Dec. 31, 199’^- 

(Mo , Da , Yr 1 

NOTES TO FINANCIAL STATEMENTS (Continued) 

Future minimum lease payments consisted of the following at 
December 31, 1996: 

Noncancelable 
Opera t ing Capi t a1 

Leases Leases 
(in thousands 

1997 $ 3,651 $ 492 
1998 2,961 286 
1 -  9 2,499 160 
2i U O  1,943 98 

Later Years 2,388 - 
Total Future Minimum Payments 14,650 $1,047 
Less Estimated Interest 

Element 1,800 
Estimated Present Value of 
Future Minimum Lease Payments $12,850 

2001 1,208 11 

Attacliriieiit I 
Page 46 of 397 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22. 1999 
Item No. 3 

( l lC FORM NO.l (ED. 12-96) Page 123.12 Next Page is 200 



Name of Respondent 
NTUCKY POWER COMPANY 

7@l?ORM NO.l (ED. 12-96) 

This Report Is: 
(1) [ X l h  Original 
(2) [ ] A  Resubmission 12/31/96 Dec. 31, 1996 

Date of Report Year of Report 
(Mo, Da, Yr) 

Page 123.13 

\ 

Next Page is 200 



Name of Despondent This Report Is: 
(I) [ X I  An Original 
(2) [ ]A Resubmission 

NTUCY 'OWER COMPANY I 
Date of 

Dec. 31, 199 12/31/96 
I I I 

NOTES TO FINANCIAL STATEMENTS (Continued) 

At December 31, 1996 annual long-term debt payments, excluding 
premium and discount, are as follows: 

Principal Amount 
(in thousands) 

1997 
1998 
1999 
2000 
2001 . 
Later Years 

Total 

$ -  - 
60,000 
25,000 
60,000 

150,000 
$295,000 

..Short-term debt borrowings are limited by provisions of 
the 1935 Act to $150 million. Lines of credit are shared with 
AEP System companies and at December 31, 1996 and 1995 were 
available in the amounts of $409 million and $372 million, 
respectively. Commitment fees of approximately 1/8 of 1% of the 
unused short-term lines of credit are paid each year to the 
banks to maintain the lines of credit. Outstanding short-term 
debt consisted of: 

Year-end 
Balance Weighted 

Outstanding Average 
(in thousands) Interest Rate 

December 31, 1996: 
Notes Payable 
Commercial Paper 

December 31, 1995: 
Notes Payable 
Commercial Paper 

Total 

Total 

$33,800 6.1% 
17, a75 6.5% 

$51,675 6.2% 

$15,950 6.1% 
11,100 6.1% 

$27,050 j _  6.1% 

Attachment 1 
ge 48 of 397 

KPSC Case No. 99-149 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3 
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(Name of Respondent This Report Is: 
(1) [XI An Original 
(2) [ ]A Resubmission 

NTUCKY POWER COMPANY 
Date of Report Year of Report 

(Mo,Da,Yr) 
12/31/96 Dec. 31, 1996 

NOTES TO FINANCIAL, STATEMENTS (Zontinued) 

9. FAIR VALUE OF FINANCIAL INSTRUMENTS: 

The carrying amount of cash and cash equivalents, accounts 
receivable, short-term debt and accounts payable approximates 
fair value because of the short-term maturities of these 
instruments. 

At December 31, 1996 and 1995 the fair value of long-term 
debt was $304 million and $307 million, respectively, based on 
quoted market prices for the same or similar issues and the 
current interest rates offered for debt of the same remaining 
maturities. 

and $292.5 million at December 31, 1996 and 1995, respectively. 
The carrying amount for long-term debt was $293.2 million 

10. SUPPLEMENTARY INFORMATION: 
Year Ended December 31, 

1996 
(in thousands) 

Cash was paid for: 
Interest (net of capitalized amounts) $24,069 
Income Taxes 9,012 

Noncash Acquisitions under Capital Leases were 6,322 

- -  

Attaclment I 
Page 49 of 397 

KPSC Case No. 99-149 
TC (1 st Set) 
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This Report Is : .  Date of Re rt 1 t 1 A R e s u h s s i o n  1 (?f)3%6YR 
X An O r 1  i n a l  

Item 
(a) 

Year o f  Report 
Dec. 31, 1996 

Total 1 (b) 
I 

1 1  
’ 2 

3 

E l e c t r i c  I ( C )  
I 

1 UTILITY PLANT 
In Service 

Plant  in  Service (Class i f ied)  S876.278.DO01 $876.278.000 
1 4 

5 
6 
7 
8 

- -.- , . .  --. 
Property Under Capi ta l  Leases 12,849,848 12,849,848 
Plant Purchased or  Sold 
Completed Construction not C lass i f ied  
Experimental P lan t  Unc lass i f ied  

TOTAL (Enter Tota l  o f  l i n e s  3 thru 7) 5889,127.848 $889.127.848 
9 

10 
1 1  
12 
13 
14 
15 
16 
17 

~ ~~ ~- ~ 

Leased t o  Others 
Held fo r  Future Use 6,862,819 6,862,819 

Acquis i t ion Adjustments 

Accun. Prov. f o r  Depr., Amort., 8 Depl. 

Construction Uork in Progress 48,400,480 48,400,480 

TOTAL U t i l i t y  P lant  (Enter t o t a l  o f  l i nes  8 t h r u  12) $944,391,167 $944,391,147 
279,426,995 

Net U t i l i t y  PLant (Enter Total o f  Line 13 Less 14) $664,962,152 5664,962,152 
279,428,995 

DETAIL OF ACCUMULATED PROVISIONS FOR DEPRECIATION, AMORTIZATION AND DEPLETION 
In  Service: I 

18 
19 
20 
21 - 

I I I 

27 1 Held f o r  Future Use 

- _  - -_ 

Depreciat ion 279,390,269 279,390,269 
Amort. and Depl. o f  Producing Natural Gas Land and Land Rights 
Amort. o f  Underground Storage Land and Land Rights 
Amort. o f  Other U t i l i t y  P lant  38,726 38,726 

r 
TOTAL In  Service (Enter Tota l  o f  l i nes  18 t h r u  21) 

ased t o  Others 
Denrec i a t  i on 

Attachment 1 
Page51 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
ltein No. 3 

L279,428,995 5279,428,995 

I 

I R C  FORM NO 

25 1 Amort izat ion and Deplet ion 

1 (ED. 12-89) 

I 

Page 200 

I 28 

1 29 
30 

1 31 

I 32 

Depreciat ion 
Amort izat ion 

TOTAL Held f o r  Future Use (Enter Total of l i nes  28 and 29) 
Abandomnt o f  Leases (Natural Gas) 

Amort. o f  P lant  Aqu is i t ion  Adj. 
I. 

5279,428,995 5279,428,995 TOTAL Acc l a  e .Prov’ i ns S u l d  a ee wi th  l i n e  14 above) 
(Enter 10% o! f i n e s  $$,?6,36,& and 35) 



Name o f  Res d e n t  This Report I $ -  Date of  Report Year o f  Report 
KENTUCKY P Z R  CWPANY 

Dec. 31, 1996 ‘7?t3!%6Y 
X An O r i ’ i n a l  I 1 1  A Resu&ission 1 

SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS 

FOR DEPRECIATION. AMORTIZATION AND DEPLETION 
)“r 

Cas Other(Specify1 Other ( Spec i f y Other(Specify1 Comnon LI .  

I 

I I I I I 

19 
20 +-- 21 

I I I 16 
I I I I I 17 

I I I I 

I I I I t  I I I I I 18 

2L I 

I 29 

I ’  I I I I I I I -  1 -  1 

I 33 

I - .  

25 
26 

I I I I _. 

I I 31 
I I I I 32 
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Name of Res ndent This Report I $ : .  Date of Report KENTUCKY POER COHPANY 
(r?f3??$6yr) 

X An O r i  i n a l  1 '!j] t 1 A Resuhission 1 
-. according t o  the prescr ibed accounts. 
2. In  add i t i on  t o  Account 101, E l e c t r i c  Plant i n  Service 

( C lass i f i ed  1, t h i s  page and the next include Account 102, 
E l e c t r i c  Plant Purchased or Sold; Account 103, Experimental 
E l e c t r i c  Plant Unclassi f ied;  and Account 106, Completed 
Construction Not Class i f ied-Elect r ic .  

3. Include i n  c o l u m  (c) or (d), as appropriate, correct ions 
of  addi t ions and ret i rements f o r  the current or 'preceding year. 

4. Enclose in parentheses c r e d i t  adjustments of p lant  
accounts t o  ind icate the negat ive e f f e c t  o f  such accounts. 

5. Class i fy  Account 106 according t o  prescribed ac- 

Year of Report 
Dec. 31, 1996 

ent r ies in  column (c) .  Also t o  be included i n  c o l m  (c) are 
ent r ies for  reversals of  t en ta t i ve  d i s t r i bu t i ons  o f  p r i o r  
year reported in  column (b). Likeuise, i f  the respondent has 
a s ign i f i can t  amount of  p lant  retirements uhich have not 
been c l a s s i f i e d  t o  primary accounts a t  the end of  the year, 
include in  c o l m  (d) a t en ta t i ve  d i s t r i b u t i o n  of  such re- 
tirements, on an estimated basis, u i t h  appropriate contra 
ent ry  t o  the account f o r  accumulated depreciat ion provision. 
Include also in  column(d) reversals o f  t en ta t i ve  d i s t r i bu t i ons  
of p r i o r  year of  unc lass i f ied retjrements. Shou in  a 
footnote the account d i s t r i b u t i o n s  o f  these ten tn t i ve  
c lass i f i ca t i ons  i n  columns (c)  and (d). includina the 

1 ne 
No. 

1 
2 

Balance a t  
Beginnin of  Year Addi t ion 

?b) (C)  
Account 

(a) 
1. INTANGIBLE PLANT 

(3011 Oraanizatian n I  
3 
4 

5 

8 IC3101 Land and Land Rights I 1.076.545 I 

(302) Franchises and Consents 40,930 1,866 
(303) Miscellaneous In tangib le  Plant 0 

TOTAL Intangib le  Plant  (Enter Total  o f  l ines 2, 3, and 4) $40,930 51 .a66 

9 
10 

(311) Structures and Improvements 26,736,505 351,661 
(312) B o i l e r  P lant  Equipnent 128,113,462 16,029,318 

18 j(321) Structures and Improvements I 0 1  

(313) Engines and Engine-Driven Generators 
4) Turbogenerator Un i t s  

5 )  Accessory E l e c t r i c  Equipment I 

14 )(316) Hisc. Pouer Plant  Equipnent 

15 I TOTAL Steam Production Plant (Enter Total of  l i nes  8 t h r u  14) 

19 l(322) Reactor P lant  Equipnent I 0 1  

0 
55,577,200 126,815 

12,996 12,390,642 
4,808,147 39,964 

8228,702.501 516.560.754 

20 l (323)  Turbo generator Un i t s  I 0 1  

25 l(330) Land and Land Rights 
26 /(331) Structures and Improvements 
27 l(332) Reservoirs, Dams, and Uateruays 
28 ((333) Uater Uheels, Turbines, and Generators 
3 1 ( 3 3 4 )  Accessory E l e c t r i c  Equipment 
30 i(335) Misc. Pouer Plant Equipment 
31 i(336) Roads, Railroads, and Bridges 

32 1 TOTAL Hydraulic Product ion PLant (Enter Total  of l ines 25 t h r u  31) 

33 I 
j i  

0. Other Production Plant 
I ( 3 4 0 )  Land and Land Rights 

35 1 (3L1) Structures and Improvements 
T I  (342) Fuel Holders, Products, and Accessories 

343)  Prime Movers 

) Accessory E l e c t r i c  Equipnent 

?1 I(324) Accessory E l e c t r i c  Equipnent I 0 1  

0 
0 
0 
0 
0 

d p D - m r ?  0 , m * G s \  
G m - m  m 0 0 

0 

0 
0 
0 
0 
0 
0 1  

2 2  l(325) Hisc. Pouer Plant Equipnent I 0 1  



I Name of Res ndent This Report Is:. Date of  Re rt 1 KENTUCKY POER CCMPANY I li] 1 X 1 An A Resu8nission O r 1  i n a l  1 (?%3?%6YW 

i-rsals o f  the p r i o r  years ten ta t i ve  account d i s t r i bu t i ons  of  m ( f )  only the o f f se t  t o  the debi ts  o r  c red i t s  d i s t r i bu ted  

Year o f  Report 
Dec. 31,  1996 

these amounts. Careful  observance o f  the above inst ruct ions 
and the tex ts  of  Accounts 101 and 106 u i l l  avoid serious anis- 
sions ' o f  the reported amount of  respondent's plant actual ly  
i n  service a t  end o f  year. 

6. Shou in  c o l u m  ( f )  rec lass i f i ca t i ons  or t ransfers u i t h i n  
u t i l i t y  p lant  accounts. Include a lso in  colunn(f) the addi t ions 
o r  reductions o f  pr imary account c lass i f i ca t i ons  a r i s ing  from 
d i s t r i b u t i o n  o f  amounts i n i t i a l l y  recorded i n  Account 102. I n  
showing the clearance o f  Account 102, include in c o l u m  (e) 
the amounts u i th respect t o  accunulated prov is ion f o r  
depreciation, acqu is i t i on  adjustments, etc., and show i n  co l -  

Retirements 
(d) 

colurn ( f )  t o  primary account c lass i f i ca t i ons .  

7. For Account 399,state the nature and use o f  p lant  included 
i n  t h i s  account and i f  substant ia l  in  amount submit a supple- 
mentary statement shouing subaccount c l a s s i f i c a t i o n  of  such 

p lant  conforming t o  the requirements of  these pages. 
8. For each amount comprising the reported balance and 

changes in  Account 102, state the property purchased o r  sold, 
name o f  vendor o r  purchaser, and date of  transaction. I f  pro- 
posed journal  ent r ies have been f i l ed  ui th the C m i s s i o n  
as required by the Uniform System of Accounts, g ive a lso 
date o f  such f i l i n g .  

Balan e a t  Line 
Tran fe rs  EM oF Year No. (7 )  (g) 

Adjustments 
(e) 

o 
42,796 

0 
$42.796 

1 

(301) 2 
( 3 0 2 )  3 
(3031 4 

5 

~ ~~ 

0 ( 3 3 1 )  26 
0 ( 3 3 2 )  27 
0 ( 3 3 3 )  28 
0 ( 3 3 4 )  29 

- -  

0 ( 3 2 0 )  17 
0 ( 3 2 1 )  18 
0 ( 3 2 2 )  19 
0 ( 3 2 3 )  20 
0 ( 3 2 4 )  21 
0 ( 3 2 5 )  22 
0 23 

0 

Attachment 1 

KPSC Case No. 99-149 
Page 54 of 397 

( 3 4 1 )  35 
( 3 4 2 )  36 
( 3 4 3 )  3- 
( 3 4 4 )  38 
( 3 4 5 )  39 



Name of Res ndent This Report I $ *  Date of  Re r t  
KENTUCKY P G R  CWPANY I t X 1 A n  A Resuhiss ion Or i ’ i na l  I ‘Y?t3?%6” . . .~ . .~ I I 4 

ELECTRIC PLANT I N  SERVICE (Accounts 101,102,103,and 106)(Continued) 

Account Beginn;!? o? Year 
8a l ance t Addit ions 

Year o f  Report 
Oec. 31. 1996 

j 83 I 538,976,456 

1 84 TOTAL (Accounts 101 and 106) ( l i n e s  5,15,23,32,41,53,69,83) 5843,122,003 

I 85 (102) E l e c t r i c  P lant  Purchased (See Ins t r .  8 )  
(Less) (102) E l e c t r i c  P lant  Sold (See Ins t r .  8 )  

I 87 (103) Experimental P lant  Unclass i f ied 

T O T A L  General P lant  (Enter Total of l i nes  81 and 82) 

I 86 

88 TOTAL E l e c t r i c  P lant  i n  Service (Enter Total o f  l i nes  84 t h r u  87) $843,122,003 

FERC FORM NO. l  (EO. 12-94) 

5928,155 
542,004,623 

I- 
542,004,623 

Page 206 
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Name of Res ondent This  Report Is : .  Date of  Report Year of Report 
KENTUCKY P&ER COMPANY X An O r 1  i n a l  

‘:?t3?/”06Y ) Dec. 31, 1996 1 t 1 A Resuhiss ion 1 
Ret i remenfs 

(d) 

B l a  ce a t  L 
Tran f e r s  EA o‘? year N (7) (g)  

Adjustments 
(e) 

a (346) 40 

I 

159,597 1 (393) 1 75 
734 I 684.005 I (394) I 76 

0 

$2,043,563 I $243,219,692 

6,013 I 22,148,788 

41 
42 
43 

(350) 44 

35,860 
894 

58,862 
40,165 

a 

4,924,083 (352) 45 
60,068,680 (353) 46 
77,115,770 (354) 47 
21,060,599 (355) 48 

109,45 1 79,097,077 (356) 49 

<C FORM N0.1 (ED. 12-88) 

157,954 
63,224 

5524 ,G67 

5524,467 
$8,848,626 - 

- $8,048,626 

Page 56 of 397 
KPSC Case No. 99-149 

TC (1st Set) 

0 (396) 78 

(109,451) 4,478,399 (397) 79 
219,184 (398) 80 

($111,521) $39,268,623 01 
0 (399) 82 

(8111,521) $39,268,623 83 
0 0 5876,278,000 84 

(102) 85 
86 

( 1 ~ 3 )  87 

0 0 $876,278,000 88 
1 

P a w  207 Order Dated April 22, 1999 
Item No. 3 
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Date of Re rt 

':8)3??$6yR 
Name o f  Res ndent This Report I $ : .  

X A n  O r 1  i n a l  I lij t 1 A R e s u h s s i o n  1 CKY P O E R  COMPANY 

7d of  the year having an o r i g i n a l  cost of  $250,000 or more. information, the date that  u t i l i t y  use o f  such property uas 
discontinued, and ,the date the o r i g i n a l  cost was t ransferred Group other items o f  proper ty  he ld  f o r  fu tu re  use. 

2. For proper ty  having an o r i g i n a l  cost o f  $ 250,000 or  t o  Account 105. 

Year o f  Report 
Dec. 31, 1996 

- 
. i nc 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

- 

i 21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Date O r i  i n a l l y  
I c~udei i n  
~ L ' i s  ccount (6, 

Descri t i o n  and Location 8 P y p e r t y  
Bala ce a t  

Ena o f  
yP2; 

Date Expected 
to .  e used 10 
U t i Y i t y  Service 

( C )  

42 
I 43 

L 

4 Items of proper ty  h e l d  f o r  fu tu re  use (each item 
wi th  an o r i g i n a l  cost Less than $150,000). 

Carrs Plant  S i t e  

*NOTE (Colum..C, L ine 6) 
Not U n t i l  2000 

Other Property: 

TOTAL 

FERC FORM ~ 0 . 1  (ED. i2-a9)  

I 

Page 214 

86,464 

4,778,355 
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Page 57 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

Next Page i s  216 



Date of Report Year of  Report 
Dec. 31, 1996 

Name of Res ndent This Report I $ : .  
KENTUCKY P a R  COMPANY 1 131 t X 1 An A Resuhiss ion O r 1  i n a l  I ''i'$)3?%6Yr ) 

CONSTRUCTION WORK I N  PROGRESS--ELECTRIC (Account 107) - 

~ 23 
24 

! 25 
: 26 
I 27 

2a 
' 29 
30 
31 
32 

i 34 
35 

8 36 
37 
30 
39 
40 
41  

42  
4 3  

I 

I 33 

- 

IK)nstration88 pro jec ts  l as t ,  under a caption Research, Account 107 or $100,000, uhichever i s  less)  MY be aroutxd. 

Descr ip t ion of Pro ject  

(a) 
I n s t a l l  Remote Termini1 Un i ts  
B u i l d  138KV Extension f o r  Baker-Big Sandy 
Construct B i g  Sandy-Inez 138KV L ine ATP-9S 
RGL Trans t o  Baker S t a t i o n  
I n s t a l l  Tu0 138KV Breakers-Big Sandy 
B u i l d  D i g i t a l  Microwave System 

I n s t a l l  Reactor a t  L e s l i e  S ta t ion  
Replace 69/12KV Transformer u i t h  69/34 8 a d d 5 4 . 5  Recloser 
Construct Neu L i n e , t o  Reedy Sta t ion  
System Restorat ion Pro ject  
I n s t a l l  B Replace Microwave Equipment 
Right of Uay f o r  B i g  Sandy-Inez 138KV Trans 
I n s t a l l  lWVAR Statcom at Inez 138KV P-9s 
I n s t a l l  3 Breakers-Inez Sta t ion  
Construct Al len-Preston Burg 46KV C i r c u i t  
Replace Cooling Touer Wood Frame S t r  U2 
Big Sandy U-2 Replace Economizer Outlet Flues, Huppers 8 GBP Jo in t  
Minor Pro jects  Less than $100,000 

Construction Work 
i n  Progress-E (Accoyg; \%?Fr" 

$166,301 
553,016 
384,225 

1,356,269 
1,936,207 

531,394 
1,145,175 

816,834 
131,713 
116,410 
333,041 
604,919 

17,670,036 
376,628 
191,186 

10,586,685 
2,842,721 
8,657,720 

Attacliiiient 1 
Page58of 397 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3 
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Date of  Report Name of Res ondent This Report I $ : .  
X An O r 1  i n a l  '%f3!%6Yr) KENTUCKY POBER COMPANY 

2. On page 218 furn ish information concerning construction 

3. A respondent should not report "none" t o  the page if no 

4 .  Enter on t h i s  page engineering, supervision, adminis- 
overheads. t ra t i ve ,  and allowance f o r  funds used dur ing construction, 

t o  a blanket work order and etc., which are f i r s t  assigned 

Year of Report 
Oec. 31, 1996 

Ob - 
. i ne 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

- 

16 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

head a p p o r t i o m n t s  are made, k t  rather  should exp- then prorated t o  construction jobs. 

Descr ip t ion o f  Overhead 
(a) 

1. Kinds o f  Overheads 

(A)  Engineering, Technical and Dra f t ing  Service - 
American E l e c t r i c  Pouer Service t o r p y a t i o n  

appl icable t o  non-steam const ruct ion 

(E)  Engineering, Technical and Dra f t ing  Service - 
American E l e c t r i c  Pouer Service Corporation 
appl icable t o  steam plant  const ruct ion 

( C )  Conpany Construction Overheads applicable 
t o  non-steam p lan t  const ruct ion 

(D)  Conpany Construction Overheads applicable t o  
steam p lan t  const ruct ion 

(E)  P lant  Capi ta l  Overheads applicable t o  
steam p lan t  const ruct ion 

Total Amount 
f o r  t e Year Chard 0 

4,602,858 

1,386,568 

6,027,758 

383,806 

874,389 

Attachment 1 
Page59of 397 

KPSC Case No. 99-149 
TC (1  st Set) 

Order Dated April 22, 1999 
Item No. 3 

81 3,275,371 TOTAL 

DRM  NO.^ (ED. 12-89) Page 217 



Name of  Res ondent This Report Is:. Date o f  Report Year of Report 
KENTUCKY P&ER CO~PANY X An O r i  i n a l  

(??)3%~6~ Dec. 31, 1996 1 [i] f 1 A Resu&ission 1 - 

i s  d i r e c t l y  or i n d i r e c t l y  assigned. 

*See Page 2:B Footnote.1 

of  reduction i n  the gross r a t e  f o r  tax  e f fec ts .  
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Line 
No. 

Cost Rate 
Percentage 

Ca i t a l i z a t i o n  
T i t l e  Amount Rafi  o(Percent) 

Id1 (a) (b) ( C )  

(1) 
( 2 )  
(3) 

I I .-. .-- 
Average Short-Term Debt S 
Short-Term In te res t  
Lono-Term Debt D I Id 

(4) IPrefer red Stock 

2 .  Gross Rate f o r  Borroued Funds S D S 
D+P+C U 

3. Rate fo r  Other Funds 

'(1) + d( -- )(I - -) 

S P C 

U D+P+C D+P+C [ 1 - -  I [ p(--) + C(- 1 1  

4 .  Ueighted Average Rate A c t u a l l y  Used f o r  the Year: 

a. Rate for  Borroued Funds - 
b. Rate for  Other Funds - 

P I J P  

NO.1 (ED. 12-88) 

1 ! 
. I  

(6) Tota l  C a p i t a l i z a t i o n  
( 7 )  Ave age Construction 

uorl; i n  Progress Balance u 

Page 218 
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Page 61 of 397 
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TC (1st Set) 

e Page 218 Line 1 Column a > Order Dated April 22, 1999 
Item No. 3 

GENERAL DESCRIPTION OF CONSTRUCTION OVERHEAD PROCEDURE 

A 

B. 

Engineering and Supervision (American Electric Power Service 
Corporation) applicable to non-steam plant construction. 

(a) Overheads "Engineering , Technical and Drafting Services" 
are engineering services performed by the Engineering 
Department of American Electric Power Service 
Corporation applicable to non-steam plant construction. 

In accordance with provisions of a service agreement 
between American Electric Power Service Corporation 
(AEPSC) and the respondent, approved by the Securities 
& Exchange Commission February 19, 1981, salaries, 
expenses and oyerheads of AEPSC personnel directly 
relating to construction activities are collected by 
means of a work order system and billed to the 
respondent as: 

(b) 

- 

(1) Identifiable costs, generally relating to major 
construction projects, for which timekeeping and 
other specific cost identification are economically 
feasible , and 

( 2 )  Non-identifiable costs, generally relating to 
numerous small construction projects, for which 
timekeeping and other specific cost identification 
are not economically feasible. 

(c) Charges billed by AEPSC as (b) (1) above are charged 
direct by respondent to the applicable specific con- 
struction projects. Charges billed by AEPSC as (b) ( 2 )  
above are allocated to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. 

(d) A uniform rate is applied to all subject construction 
expenditures. 

(e) Not Applicable. See (d) above. 

(f) See (c) above..' 

Engineering and Supervision (American Electric Power Service 
Corporation) applicable to steam plant construction. 

(a) Overheads "Engineering, Technical and Drafting Services" 
are engineering services performed by the Engineering 
Department of American Electric Power Service 
Corporation applicable to steam plant construction. 

In accordance with provisions of a service agreement 
between American Electric Power Service Corporation 
(AEPSC) and the respondent, approved by the Securities 
& Exchange Commission February 19, 1981, salaries, 

.(b) 

Page 218 Footnote.1 



I -  

- 

expenses and overheads of AEPSC personnel directly 
relating to construction activities are collected by 
means of a work order system and billed to the 
respondent as: 

(1) Identifiable costs, generally relating to major 
construction projects, for which timekeeping and 
other specific cost identification are economically 
feasible, and 

(2) Non-identifiable costs, generally relating to 
numerous small construction projects, for which 
timekeeping and other specific cost identification 
are not economically feasible. 

(c) Charges billed by AEPSC as (b) (1) above are charged 
direct by resp,ondent to the applicable specific con-. 
struction projects. Charges billed by AEPSC as (b) ( 2 )  
above are allocated to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. 

(d) A uniform rate is applied to all subject construction 
expenditures. 

(e) Not Applicable. See (d) above. 

(f) See (c) above. 

C. Company Construction Overheads applicable to non-steam 
construction. 

Charges representing salaries and expenses of Company's 
administrative and general, engineering, supervision and 
related drafting and technical work applicable to non- 
steam construction. 

Partly on basis of time and work studies and partly on 
basis of daily time records. 

Spread to all applicable construction projects in pro- 
portion to the direct costs charged to such projects. 

A uniform rate 'is applied to all subject construction 
expenditures. Attachment 1 

Not Applicable. See (d) above. 

See note (c). 

Page 62. of 397 
KPSC Case No. 99-14') 
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Order Dated April 22, 1999 

Item No. 3 
D. Company Construction Overheads applicable to steam plant 

construction. 

( a )  Charges representing cost of Company's engineering and 
supervision applicable to steam plant construction. 

Partly on basis of time and work studies and partly on (b) 

Page 218 Footnote.2 



basis of daily time records. 

(c) Spread to all applicable construction projects in pro- 
portion to the direct costs charged to such projects. 

(d) A uniform rate is applied to all subject construction 
expenditures. 

(e) Not Applicable. See (d) above. 

(f) See note (c) . 

E. Plant Capital Overheads applicable to steam plant 
construction. 

(d 

(e 

Charges representing AEPSC Regional Service Organization 
salaries and expenses applicable to steam plant con- 
struction. 

- .  - 

AEPSC Regional Service Organization charges a generating 
station specific plant capital overhead work order for 
minor capital projects. 

Costs are spread to all applicable construction projects 
in proportion to the direct costs charges to such 
projects. 

A uniform rate is applied to all subject construction 
projects. 

Not Applicable. See (d) above. 

See note (c) above. 
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5ring year. at year end which has not been recorded and I or classifieL 
2. Explain in a footnote any difference between the to the various reserve functional classifications, make 

amount for book cost of plant retired, line 11, column preliminary closing entries to tentatively functionalize 
(c), and that reported for electric plant in service, the book cost o f  the plant retired. In addition, include all 
pages 204-207, colum (d), excluding retirements costs included in retirement work in progress at year end in 
depreciable property. the appropriate functional classifications. 

3. The provisions of Account 108 in the Uniform Sys- 4. Show separately interest credits under a sinking fund 
tern of Accounts require that retirements of depreciable or similar method of depreciation accounting. 
plant be recorded when such plant i s  removed from service. 

of non- 

Section A. Balances and Changes During Year 
E1ectric.Plant in Ele tric Plant Held Electric Pl nt 

(d) 
Leased to OtRers Total Line Item (c+d+e) Service I ?or Future Use 1 

NO. (bl  

6 
7 
R 

Other Clqaring Accounts 2,496 2,496 
Other Accounts (Specify): 

9 

j 10 , 
1 11. 

$25,087,067 
Total De ec Ptov f r Year 

(Enter Tot!! of Linei 9 thru 8) $25,087,067 
Net Charges for Plant Retired: 

Book Cost of Plant Retired (9,570,154)) I O  c7n i c l . \ l  I \I,d,", I d . ,  

(3,437,057) I (3,437,057) ' I  1: Cost of Removal 
el 1,232,118 

($1 1,775,093 ) 
! 15  1 Other Debit or Cr.1tw (Describe): I 1.190,857( 1,190,857 

Salvage (Credit) 
TOTAL Net hr s for P ant Re 
(Enter Totaf 03 [ines 1 \  thru !3) 

1,232,110 1 

($1 1 ,775,093 ) 

I 17 Bal n e End of Ye r ( ter To 1 
07 tines 1, 9, 74, Fs, and it) 1 $279,390,269 $279,390,269 

I .-- . , 1 

26 TOTAL (Enter Total of lines 18 thru 2511 $279,390,2691 $279,390,2691 

, 18 I Steam Production 

- 
2 

%:-  

FORM NO (ED. 12-88) 

125,842,6411 125,842,6411 

Page 219 

19 1 Nuclear Production 
20 1 Hydraulic Production-Conventional 
21 I Hydraulic Production-Punped Storage 

I 

0 
0 
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2,051 

2,225 

330,782 

416,807 

31,175 

chases, or transfers o f  Nonutility Property during the yea 

This Report Is:. Date of Re Ort Name of Res ndent 
X An Or1 inal KENTUCKY POKR COMPANY 

.- 

- 
i nc 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
14 

- 

1 

Year of Report 

1 21 
I 22 

j 24 
I 23 
1 25 
1 27 
. 28 
i 29 
' 30 I 31 
32 

' 33 

I 35 
36 

I 26 

~ 3L 

I 37 

I 

1 38 
39 

~ 40 
41 

Description and Location 
(a) 

Property previously devoted to Public Service: 
Old Betsy Lane Station Site, Including Improvements 
Floyd County, Kentucky, Transferred 1941 

Old Pikeville Service Building, Pike County,.., 
Transferred 1982 

Land Old Pikeville Service Building, Pike County, 
Transferred 1982 

Lend Old Ashland Service Building 
Transferred 1990-Portion Sold 1994 

Other Non-Utility Property: 
Mud Creek Microwave Site, Floyd County, Kentucky 
Transferred 1975 

V U  for Savage Branch-South Neal 138kv Line, 
30yd County, Kentucky, Transferred 1971 

I /U  for 345kv Corridor in Trinble County, 
Centucky, Transferred 1982 

Land Purchased for R/U for 345kv Corridor in 
Trimble County, Kentucky, Transferred 1982 

Ashland Service Center Land - Leased to 
Pikeville Construction - Won Assoc. 

Minor Item Previously Devoted to Public Service 
Minor Items-Other Nonutility Property 
---. . 

vice(1ine 44) .  or(2) other nonutility 
Balanc of Beginning oP Year 

(b) 

12,616 

109,391 

25,773 

42,820 

2,051 

2,225 

330,782 

416, a07 

31,179 

5973,644 I U I A L  

Purcha es Sales, 
Trans?er&, etc. 

t C 1  

roperty (Line 45). 
Bal nce at End 

o? (d) Year 

12.61 

109.39 

25.77 

42.82 

tachment 1 
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‘ $ ? t 3 4 7 d r ’  Dec. 31, 1996 
KENTUCKY P&ER COMPANY X An Or1  i n a l  i 1 1 1 A Resu&ission 1 

amounts by funct ion are acceptable. I n  c o l m ( d ) ,  desig- accounts ( operaXing expenses, c lea r ing  accounts, p lant ,  
nate the department o r  departments uhich use the class of  etc.) a f fected - debited or credi ted.  Show separately I 

t 

I 
: 

TOTAL Mater ia ls  and Supplies (Per Balance Sheet) 

No. Line1 

Sl4,268,495 $1 7,733,808 

I”.=. I mater ia l .  debi t  or  cred i ts  t o  stores expense-clearing, i f  applic+’- I 
I I _ .  . .  

Account I Beginning Balance of 1 End Bal o f  nce Year I D e p a r ! m e n t s y /  De artment q r  
Year Use Materia 

d)  

1 
I 

E 
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Name of  Res ndent This Report Is:. Date o f  Re o r t  
KENTUCKY POER COMPANY X An O r 1  i n a l  (@f3!%6y') I t 1 A Resuhiss ion 1 Year of  Report 

Oec. 31, 1996 

Line 
uo. 

01 

12 
13 
14 

Allouances Inventory Current Year 1997 
(Account 158.1) No Amt . No. Amt . 

(a) ( b j  ( C )  (d) l e )  
Balance-Beginning o f  Year 18,916.00 $1,738,953 

I I I I I 

I $2,972,4601 15 1 Total 28,027.001 
. I  I 1 

85 
05 

09 
10 

~~ 

0 0 I s s d  (Less %thi(e[d A l l o w . )  
0 0 Returned by EPA 

OLIO Power 27,777.00 2,935,354 
C o l u n d ~ ~ s  Southern Pouer 250.00 37,106 

Acquir d Durin Ye r -  

_ -  

Pu Chases/Transfers: 

.. 

ost of  Sale 
Ohio Pouer 

Indiana Fi Michigan Pouer - 23 I 

Relinguished Ourin is I Charges t o  Accounf i 8 I r :  
i. Other: 

86.001 

0 0 
0 0 

I 

28 1 Total 
29 1 Balance-End of Year 

868.00 572,523 
46,075 .OO U ,638,890 0 0 

i.! 1 ~ $ t e ~ ~ l e s  Proceeds (Assoc. Co.) 
33 1 Net Sales Proceeds (Other) 
34 1 Gains 
35 I Losses 

~ - 

72,523 
0 
0 
0 

39 1 Cost of  S a l e s  I 01 01 I 

37 I Add: Withheld by EPA 

38 1 Deduct: Returned by €PA 

0 0 
0 0 

LO I Balance-End of  Year 

Sales. 
N e t  S;Les Proceeds (Assoc. to . )  2 I 

LL ! Net Sales Proceeds (Other) 

!Re NO. (ED. 12-95) 

0 0 0 I 

0 
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Date of Re r t  Year o f  Report I iij t X 1 An A Resuhission O r 1  i n a l  I (:3f3??9bYR Dec. 31, 1996 
KENTUCKY "X!EI MPANY 

-- 
..-.-". . 31 

Allouances (Accounts 158.1 and 158.2) (Continued) 
- 

!@M NO. l  (ED. 12-95) Page 229 

I 
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Name o f  Res ndent This Report Is:. Date o f  Re o r t  Year o f  Report 
KENTUCKY POkR COMPANY X An O r 1  i n a l  ‘%3!?%Ye’ Dec. 31, 1996 

(and not includable i n  other accounts). 

per iod of  amort izat ion i n  c o l m  (a). 
2. For regulatory  assets being amortized, shou 

. i ne Desc i t i o n  nd P u r  se of 
GO. 

Othep Reguyatory E s e t s  

( e )  
1 SFAS 109 Deferred Federal Income Tax 
2 Unamortized D w n t  UHV Test Costs 
3 VEBA Trust Contr ibut ions 
4 Depreciat ion Expenses-Hanging Rock/Jefferson 

6 Post In-Service AFUDC-Hanging Rock/Jefferson 
7 765Kv L ine 
8 Deferred DSM Expense 
9 Post Employment Benef i ts  

10 SFAS 109 Deferred State Income Tax 
11 Miscellaneous 
12 Carrying Charges - Purchased Allowances 
13 
14 

15 
16 

5 765Kv L ine _ .  - - 

? 
! 

92.567.855 

Debits 
(b) 

S205,21! 

$105.697.228 

791,045 
980,695 

5,224,0013 
1,431 

15,727 

B 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

35 
36 
37 
38 
39 
LO 
41 
l.7 - . .  

$7,218,11 TOTAL 

FORM NO.l (EO. 12-94) Page 232 

CREDITS 

Account 
Char ed < c9 . .  

ar 
01 
01 

06 
01 

28 

AR 

Amount 
(d) 

8331,837 
57,826 

532,012 

5,208 

33,408 
1,603,835 

0 

3,729 

B a l m  e a t  
~ n d  oF Year 

(e) 
$71,323,102 

C 
C 

187,057 

1,200,168 
(8 12,790 1 
3,072,884 

30,711,000 
0 

15,727 



Name of  Res d e n t  This Report I$:. Date of Report Year of  Report 
KENTUCKY PO@R COnPANY Dec. 31, 1996 (?ff3%6Y X An O r 1  i n a l  1 131 t 1 A Resu8mission 1 

Account 186 or amount 
may be grouped by c la  

2. For any deferre deb i t  being amortized, show per iod 
of  amort izat ion i n  c o f m  tal. - 

. i ne 
IO. 

. .  
Descr ip t ion o f  Miscellaneous 

Deferred Debits 
(a) 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

42 
43 
44 

. >  
1. L 

ccrua l  ADjustment 

Franchise Tax 
Ky Real Estate Personal i ty  8 

onstruct ive Marketing Program- 
ETS 

onst ruct ive Marketing Program 

onst ruct ive Marketing Program- 
Ins ider  Heat Punp 

l m t c h e d  Procurement Card 
Transactions 

Iiscellaneous Deferred Expenses 

l inor Items 

FERC FORM NO.l  (ED. 12-94)  

Balance a t  
Beginning of  Year 

(b) 

4,704,000 

230,074 

.. - 
3,07C 

395,328 

(13,1461 

978,752 

( 12,038: 

568.95 

$6,855 ,O! 

Debits 

( C )  

4,920,000 

435 

203,661 

558,404 

4,03[ 

16.02 

u 
9c c oun t 
Char ed 

( d? 

08 

43 
26 

24 

26 
43 

'AR 

i .ess than $50,000, whichever i s  less) 
?S. 

: D I T  
Amount 

(e) 

4,704,000 

218,500 

206,731 

395,328 

584,335 

982,44E 

625 

Balance at (f End of Year 

4,920,000 

12,013 

0 

0 

(39,077) 

334 

3.3' 
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Name of Res ndent This Report Is:. Date of Re ort 
KENTUCKY P O B R  COMPANY X An Or1 inal 

(??13??06yF) 1 111 [ 1 A Resuhission I 

. _  . .  - _  I I 

1 1Electric 
2 I Interest Expense CaDitalized 1 $1.070.3441 $1.383.T74 

Year of Report 
Dec. 31, 1996 

Account Subdivisions 
(a> 

B lance at 
of Year 
tC) 

Ed 

Attachment 1 
Page 71 of 397 

KpSC Case No. 99-14') 
TC (1st Sct) 

3 Contribution-In-Aid-of-Construction 
4 Custaner Advances 
5 Deferred Fuel 
6 INA Insurance Cost 
7 Other 
8 TOTAL Electric (Enter Total of lines 2 thru 7) 
9 Cas 

10 

Order Dated April 22, 1999 
Item No. 3 

. .  , .  
1,379,608 1,488,649 

(2,892) 7,565 
255,780 480,361 

1,252,329 737,268 
t 3,518,282 3,661 ,392 

97,473,451 37,759,009 

I 

a ORM N O . l  (ED. 12-88) 

L 

16 TOTAL Cas (Enter Total of lines 10 thru 15) 
17 Other 
18 TOTAL (Acct 190)(Total of lines 8,16 and 17) 

Page 234 

0 0 
22,179,399 23,159,579 

929,652,850 $30,918,588 

Next Page 250 



e Page 234 Line 7 Column B > 

OTHER - LINE 7 
KENTUCKY POWER COMPANY 

BEGINNING 
OF YEAR 

Provision for Uncollectible Accounts 
Tax on Accured Payroll 
Advance Rental Income 
IRS Audit Settlements 
Provision for Worker's Compensation 

Acrued Book Pension Expense 
Deferred Compensation _ _  
Accrued Vacation Pay 
Management Incentive sonus 
Accrued Asbestos Lawsuit 
Accrued Book Sup. Savings Plan Exp. 
Accrued Book Severance Benefits 
SFAS 106 Post Retirement Benefit 
Cap. Carrying Chg.-Def.Book Gain-EMA 
Accrued PSI Plan Expense 
Bk Loss Prov - Plant M & S  
Tax > Book Basis - EMA 
Deferred Bolivia Project Costs - Tax 
Bk Amort Dumont Test Ctr - Norm 

costs 

$ 81,176 
13 , 370 

671 
999,172 

155 , 093 
1,079,821 

48,883 
665,071 
128 , 467 
30 , 654 

148 
311,358 

6 
4,392 

0 
0 
0 
0 
0 

TOTAL LINE 7 $3,518,282 

c Page 234 Line 17 Column B > 

e Page 234 Line 17 Column B & C) 

OTHER - LINE 17 

Provision for Uncollectible Accounts 
- Account 190.2 68,638 

Book Provision Loss on E-Lamp 9,800 

SUB - TOTAL 78,438 

SFAS 109 Regulatory Asset - 
- Account 190.3 & 190.4 22,100,961 

TOTAL LINE 17 22,179,399 

END OF YEAR 

$ 95,214 
12 , 712 

760 
575 , 122 

(2,303) 
1 , 323 , 456 

45,779 
833 , 654 
109 , 756 
30,654 

442 
0 

418,439 
3 

29,750 
128 , 348 
25,383 
31,238 
3,385 

$3,661,392 
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70 , 176 
0 

70,176 

23,089,403 

23,159,579 

. -- 
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Name of  Res d e n t  Date of  Re o r t  
KENTUCKY P&R COMPANY (??)3!%6”) 

. Report belou the  p a r t i c u l a r s  ( d e t a i l s  ) ca l led  f o r  con- a spec i f i c  reference t o  repor t  form(i.e. year and company t i t l e )  

cerning cannon and pre fer red  stock a t  end of  year, may be reported i n  column (a) provided the f i s c a l  years f o r  both 

separate t o t a l s  f o r  c m n  and preferred stock. If information 2. Entr ies i n  column (b)  should represent the number of 
t o  meet the stock exchange repor t ing  requirement out l ined i n  shares authorized by the a r t i c l e s  of  incorporation as 
Column (a )  i s  ava i lab le  from the SEC 10-K Report Form f i l i n g ,  

I d is t inguish ing separate ser ies of  any general class. Show the 10-K repor t  and t h i s  repor t  are compatible. 

amended t o  end of  year. 

Year of  Report 
Dec. 31, 1996 

Class and Ser ie  o f  Stock and 
Name o f  Stocg Exchange 

C m n  Stock 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

1 1 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2a 
29 
30 
31 
32 
33 
34 
35 
36 
37 
3a 
39 
L n  

TOTAL-COM 

(b) 
2,000,000 

2,000,000 

Par 
o r  Stated 

Value 
Per Share 

( C )  

$50.00 

C B l l  
P r i  e a t  

~ n d  o? Year 

(d) 

- E R C  FORM NO. l  (EO. 12-91) 

I 
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Name of  Res ndent This Report Is:. Date of  Re o r t  
KENTUCKY PO&? COMPANY 

‘?%3!%6y” X A n  O r 1  i n a l  I 131 1 A Resufmission I 
CAPITAL STOCK (Account 201 and 204 )(Continued) 

3.1. 

3. Give par t i cu la rs  ( d e t a i l s )  concerning shares of  any 
Lass and ser ies o f  stock authorized t o  be issued by a 

4. The i d e n t i f i c a t i o n  of each c lass of  prefer red stock 

5. State i n  a footnote i f  any cap i ta l  stock which has been 
n m i n a l l y  issued i s  nominally outstanding a t  end of  year. 

Give par t i cu la rs  (de ta i l s )  i n  column (a)  o f  any nominal ly 
issued cap i ta l  stock, reacquired stock, or  stock i n  s ink ing 

regulatory carmission uhich have not yet  been issued. 

should show the d iv idend r a t e  and whether the dividends and other funds which i s  pledged, s t a t i n g  name of pledgee 

Year o f  Report 
Dec. 31, 1996 

are cunulat ive o r  noncunulative. 

W STANDING PER BA ANCE $H ET 

respodent  . 
(TotaT em0 t outstanbicg t i o u t  
reductionu5)or m u n t s  e l  by 

Shares 
(e) 
1,009,00[ 

1,009,OOl 

Am unt ( 8  
$50,45O,OOC 

50,450,001 

and purposes of pledge. 

HELD BY RESPONDENT 

AS REACOUIRE 
(Account 91?JocK 

Shares 
(9) 

.. - 

I 

cost 
(h) 

0 

I N  S I N K I N G  AND 
OTHER FUNDS - 

Shares 
( 1 )  

Amount 
( J ?  

Attariiment 1 
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01 1 

i nc 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
1’ 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
4P 

1 
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Name of Res ndent This Report I $ : .  Date of Re ort KENTUCKY P O R R  CWPANY 1 t j ]  [ X 1 An A Resuhission Or1 inal 1 (Y?f3!?96'') 

capital accounts. 
show a total for the account, as vel1 as total of all accounts 
for reconciliation with balance sheet, page 112. 
colums for any account if deemed necessary. 
changes made in any account during the year and give the 
accounting entries effecting such change. 

206)-State amount and give brief explanation of the origin 
and purpose of each donation. 

Provide a subheading for each account and 

Add more 
Explain 

(a) Donations Received from Stockholders (Account 

(b) Reduction in Par or Stated Value of Capital Stock (Ac- 

Year of Report 
Dec. 31, 1996 

of stock to uhich related. 
(c) Gain on Resale or Cancellation of Reacquired Capital 

Stock (Account 2lO)deport balance at beginning of year, 
credits, debits, and balance at end of year uith a designa- 
tion of the nature of each credit and debt identified by the 
class and series of stock to uhich related. 

(d) Miscellaneous Paid-In Capital (Account 21114lassify 
amounts included in this account according to captions 
uhich, together uith brief explanations, disclose the general 
nature of the transactions uhich gave rise to the reported 

count 209)-State amount and give brief explanation of the amounts. - 
i na 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

- 

.. 

~ 

Item 
(a) _ -  

Donations Received From Stockholders Account 208 

Contributions by Parent Company: 

Prior to 1996 
Cash Contributions in 1996: 
Cash Contribution in 1996 (General Corporate Obligations Including Construction Expenditures) 
Authorized by: SEC Order Date 12/31/93, No. 70-8293, Release No. 35-25957 

Cash Contribution in 1996 (Capital Contributions Uithout Interest) 
Authorized by: SEC Order Date 06/25/95, No. 250.45 (b) (41.60 FR 33639 

SUBTOTAL 

Account 209 - Reduction in Par or Stated Value of Capital Stock 
I I 16 

I 18 1 19 
i 
' 21 

23 
26 

I 25 
~ 26 
' 27 
28 
29 
30 
31 
32 

I 17 

! 20 

1 22 

33 
3r, 
35 
36 

Account 210 - Gain on Resale or Cancellation of Reaquired Capital Stock 
Account 211 - Miscellaneous Paid-in Capital 

Amount 
( b) 

78,750,000 

10,000,000 

20,000,000 

108,750,000 

0 

0 

0 

Attachment 1 
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i ne 
IO. 

1 
2 

I 3 
4 
5 
.I 

Reacquired Bonds, 223, Advances from Associated Companies, and 
224, Other Long-Term Debt. 
2. In  c o l u m  (e), fo r  new issues, g ive C m i s s i o n  euthor i ra-  

t i o n  n-rs and dates. 
3.  For bonds a s s 4  by the respondent, include i n  c o l m ( a )  

the name of the issu ing company as wel l  as a descr ip t ion of 
the bonds. 
4. For advances from Associated Companies, report separately 

advances on notes and advances on open accounts. Designate 
demand notes as such. Include i n  column(a) names of associated 
companies from which advances were received. 
5. For receivers '  cer t i f icates,shou i n  colum(af  the name of 

the cour t  and date o f  cour t  order under which such c e r t i f i -  

C1ass.and Serjes.of Obl igat ion Co 
(For neu issue, g ive Comnission Authorizat!on n#&?%d dates) 

(a) 
F i r s t  Mortgage Bonds 7 7/8x Series 

F i r s t  Mortgage Bonds 8.95% Series 

F i r s t  Mortgage Bonds 8.90% Series 

7. In column ( c )  shou the expense, premium or  discount wi th  
respect t o  the amount of bonds or  other long-term debt o r i g i -  
n a l l y  issued. 
8. For c o l m  ( c )  the t o t a l  expenses should be l i s t e d  f i r s t  

f o r  each issuance, then the amount o f  p remim ( i n  parentheses: 
or  discount. Ind icate the premium or  discount wi th  a notat ion,  
such as (P)  or (0). The expenses, premium o r  discount should 
not be netted. 

the treatment o f  unamortized debt expense, premiun o r  discount 
associated wi th  issues redeemed dur ing the  year.-Also, g ive  if 
a footnote the date of the Comnission's author izat ion oi 
treatment other than as spec i f ied  by the  Uniform System oi 

9. Furnish i n  a footnote p a r t i c u l a r s  ( d e t a i l s )  regarding 

TOTAL 8340,000 ~ O O t  

10 
1 1  
12 
13 
14 
15 
16 
17 

~ ia 
19 
20 
21 
22 
23 
2L 

25 
26 
27 
28 
29 
30 
31 
- .  .. . 
't- - 

F i r s t  Mortgage Bonds 6.65% Series 

F i r s t  Mortgage Bonds 6.70% Series 

F i r s t  Mortgage Bonds 7.90% Series 

F i r s t  Mortgage Bonds 7.90% Series 

F i r s t  Mortgage Bonds 6.70% Series 

Junior Subordinated Deferrab le Debentures , 

8.72% Series (See Order 33-58313 Dated 4-6-95 
and KY PSC Order 94-035 Dated 1-31-94) 

Account 221 
Subtota 1 

. .  

Account 224 
Term Loan Bank o f  NY 6.422 
Term Loan Bank of  NY 6.57% 
Term Loan Societe tenera le 7.445% 
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$45,000,000 

20,000,000 

40,000,000 

35,000,000 

15,000,000 

15,000,000 

15,000,000 

25,000,000 

15,000,000 

40,000,000 

265,000, DOC 

25,000,OOC 
25,000,OOt 
25,000, O O t  
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$89,302 
(166,100) 

78,933 
125,000 
157,870 
250,000 
263,125 
210,000 
78,937 
93,750 
48.113 
93,750 
48,113 
112,500 
80,188 
187,500 
48,113 
93,750 

3,246,076 

93.246,076 



‘:8)3!%6Y” Oec. 31, 1996 
X A n  O r 1  i n a l  t 1 A Resuhiss ion 1 1 KENTUCKY PORR COMPANY 

10. i f y  separate undisposed amounts appl icable t o  
issue: 

11. Explain any deb i ts  and c r e d i t s  other than amortiza- 
t i o n  debitec t o  Account 428, Amort izat ion of  Debt Discount 
and Expense, or  c red i ted  to Account 429, Amortization of  
Premiun on Debt - Credit.  

12. In a footnote, g ive  explanatory .par t icu lars  
(de ta i l s )  f o r  Accounts 223 and 224 o f  net changes 
during the year. With respect t o  long-term advances, show 
f o r  each capany: (a) p r i n c i p a l  advanced during year, (b) 
in te res t  added t o  p r i n c i p a l  amount, and (c) p r i n c i p a l  repaid 
during year. Give Comnission author izat ion runnbe-13 and dates. 

13. I f  the respondent has pledged any of  i t s  long-term debt 

:h were redeemed i n  p r i o r  years. 

Nom’nal Date 
o i  Issue 

(d) 
1 09/01/72 

I 05/10/91 

05/20/91 

i 

05/20/93 

05/20/93 

06/09/93 

06/24/93 

04/20/95 

. .- 

Date of 
Hatur i  t y  

(e) 
09/01 /02 

05/ 10/01 

05/2 1 /01 

12/01/99 

05/01/03 

06/01/03 

06/01 /23 

06/01/23 

07/0 1 /03 

06/30/25 

04/01/99 
06/01 /oo 
09/20/02 

AMORTIZATION PERIOD 
Date From 

( f )  

09/01 /72 

05/10/91 

05/20/91 

12/01/92 

04/23/93 

05/20/93 

05/20/93 

06/09/93 

06/24/93 

04/20/95 

Date To 

(8) 
09/01/02 

05/10/01 

05/21 /01 

12/01/99 

05/01/03 

06/01/03 

06/01/23 

06/01/23 

07/01 /03 

06/30/25 

secur i t ies  g ive par t i cu la rs  ( d e t a i l s )  i n  a footnote 
inc lud ing name of  pledgee and purpose of  the pledge. 

which have been nominally issued and are nominal ly outstan- 
ding a t  end of year, describe such s e c u r i t i e s  i n  a footnote. 

15. I f  in te res t  expense was incurred dur ing the year on 
any obl igat ions r e t i r e d  o r  reacquired before end of  year, 
include such in te res t  expense i n  column (i). Expla in  i n  a 
footnote any d i f ference between the t o t a l  o f  colunn (i) and 
the t o t a l  o f  Account 427, In te res t  on Long-Term Debt and 

Account 430, In te res t  on Debt t o  Associated Companies. 
16. Give par t i cu la rs  (deta i  1s) concerning eny long-term 

debt authorized by a regulatory comnission but not yet  issued. 

14. I f  the respondent has any long-term debt secur i t ies  

Outstanding 
( Tot  I amo t outs t  nding 

w i t R o u t  e c t i o n  ?or 
amounts L?i,ky respondent ) 

20,000,000 

40,000,000 

35,000,000 

15,000,000 

15,000,000 

15,000,000 

25,000,000 

15,000,000 

40,000,000 

220,000,000 

Kpsc &sL NO. 99-149 
TC (1st Set) 

25,000,000 
Order Dated April 22,  1999 Item NO. 3 25,000,000 

25,000,000 

I I $295,000,000 

I n t e r e s t  f o r  Year 
Amount 

( 1 )  

876,094 

1,790,004 

3,560,004 

2,520,000 

997,500 

1,005,000 

1,185,000 

1 ,974,996 

1,005,000 

3,488,004 

18,401,602 

1,203,750 
1,231,875 

522,184 

$21.359.411 

- 
. i ne 
IO. 

1 
2 
3 
4 
5 

- 

1 

8 
9 

10 
11 
12 
13 
14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
z - , ., 3 
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Date of Re ort - Year of Report Name of Res ondent This Report Is:. 
KENTUCKY P O ~ E R  COMPANY 1 t J j  t X 1 An A Resubnission Ori inal 1 '7?,34746'F) Dec. 31, 1996 --. 

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME 
FOR FEDERAL INCOME TAXES 

1 Re ort the econciliation of reported net income for the f'led, in icating, owever i tercompany amounts to b br. wh  taxable income used in computing Federal income eliminateg' in suck a conioliaated return. State names of 

w a x  accruals and show conputation of such tax accruals. In- group members, tax assigned to each group member, and 
clude in the reconciliation, as far as practicable, the same basis of allocation, assignment, or sharing of the 
detail as furnished on Schedule M-1 of the tax return for the 
year. Submit a reconciliation even though there is no taxable 3. A substitute page, designed to meet a particular 
income for the year. Indicate clearly the nature of each recon- need of a company, may be used as long as the data is 
ciling amount. consistent and meets the requirements of the above 

consoLidated tax among the group members. 

2. If the utility is a member of a group which files a con- instructions. For electronic reporting purposes Complete 
solidated ederal tax retur reconcile re rted net income l'ne 7 and provide the substitute page in the context 
uith taxable net income as i?'a separate ret& were to be 04 a footnote. 

Amount I tb) i ne Particulars (Detai 1s) 
M a .  I 

8 
9 Deductions Recorded on Books Not Deducted for Return 

10 
11 
12 
13 .- I 

1 I Income Recorded on Books Not Included in Return 1- 
I ... I 

1 
.- I 

19 I Deductions on Return Not Charged Against Book Income 1- 
20 
21 
22 
23 
24 
25 
26 
27 Federal Tax Net Income 
28 Show Computation of Tax: 

t 18,970,66' 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
?P 
'i 

LJ 
I 
I 42 
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c Page 261 Line 27 Column A > 

KENTUCKY POWER COMPANY 

. . . , . - . . . . . . . . . . 
Page 80 of 397 

KPSC Case No. 99-1 49 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

Income for the Year (Page 117) 16 , 972 , 985 
Total Federal Income Taxes 5,118,756 
,Pre-Tax Book Income 22,091,741 
Increase (Decrease) in Taxable Income Resulting From: 
Excess of Tax Over Book Depreciation 
Allowance for Funds Used During Construction & 

(2,773,197) 

Miscellaneous Items Capitalized on the Books but 
Deducted for Tax Purposes 

€.emoval Cost 
Deferred Fuel 
Changes to Clearing Accounts (Net) 
Reserve for Self Insurance (Net) 
V Jllectible Accounts.,(Net) 
1 ,s on Accrued Payroll 
5.-rerred Compensation (Net) 
Uncollectible Accounts (Net) - O.I.D. 
BK Loss Prov - Plant M&S 
Vazation Pay (Net) 
Accrued Mgt. Incentive Bonus 
Paid Severance Benefits 
Reversal Bk Prov E-Lamp Loss 
Pension Trust Expense 
Accrued PSI Plan Exp 
Advance Rental (Net 
Excess Tax Versus Book Gain 
Emmission Allowances (Net) 
Loss on Reacquired Debt (Net) 
Non Deductible Meals, Travel & Memberships 
Corporate Owned Life Insurance 
Post Retirement Benefits 
Defd Bolivia Project Costs - tax 

197,637 

506 , 908 
191,386 
(421,687) 
12,551 
(1,880) 

(31 , 416) 
434 

366,708 
236,586 
485,092 
(889,595) 
(28,000) 
812 , 450 
85,000 

253 
373 , 863 
(103,079) 
(166 , 002)  
260,928 

(1,368,977) 
1,839,715 

89,250 

(2,796 , 0 0 0 )  

Federal Tax Net Income-Estimated Current 
Year Taxable Income 

Show Computation of Tax: 
Federal Income Tax on Current Taxable Income 
(Separate Return Basis) at the Statutory 
Rate of 35% 

Adjustment Due to System Consolidation (a) 

Estimated Currently Payable (b) 
Adjustments of Prior-Year Accruals(Net) 

Estimated Current Federal Income Tax Expense 

18,970,669 

6,639,734 
(41,446) 

6,598 , 288 
(1,953,412) 

4 , 644 , 876 

.... 

:a! Represents the allocation of the estimated current year net 
operating tax loss of the American Electric Power Co., Inc. 
in accordance with Rule 45(c) of the Public Utility Holding 
Company Act of 1935. 
The Company joins in the filing of a consolidated Federal 
income tax return with its affiliated companies in the AEP 
System. 
dated Federal income tax to the System companies is in 

(b) 

The allocation of the AEP System's current consoii- 

Page 261 Footnote.1 

I 



KENTUCKY POWER COMPANY 

accordance with Securities and Exchange Commission (SEC) 
rules under the Public Utility Holding Company Act of 1935. 
These rules permit the allocation of the benefit of current 
tax losses and investment tax credits utilized to the System 
companies giving rise to them in determining their current 
tax expense. The tax loss of the System parent company, 
American Electric Power Company, Inc. is allocated to its 
subsidiaries with taxable income. With the exception of the 
loss of the parent company, the method of allocation 
approximates a separate return result for each company in 
the consolidated group. 

Instruction 2. 

The tax computation above represents an estimate of the Company's 
allocated portion of the System consolidated Federal income tax. 
The computation of actual 1996 System Federal income taxes will 
not be available until the consolidated Federal income tax 
return is completed and filed in September, 1997. The actual 
allocation of the System consolidated Federal income tax to 
the members of the consolidated group will not be available 
until October, 1997. 
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Name of Res ondent This Report Is:. Date of Report 
KENTUCKY P&ER COMPANY 

(?.?f3!$96yr) 
X A n  O r 1  i n a l  1 t J j  1 1 A Resdmission I Year of  Report 

Dec. 31, 1996 

16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

gasoline and other sales taxes uhich have been charged t o  the 

accounts t o  uhich the taxed mater ia l  uas charged. I f  the actual 
or estimated amounts of such taxes are know, shou the 
amounts in a footnote and designate uhether estimated or actual 

amounts. prepaid tax accounts. 

charged t o  operations and other accounts through (a) accruals 
credi ted t o  taxes accrued,(b)arnounts credi ted t o  proportions of 
prepaid taxes chargeable t o  current year, and(c) taxes paid am 
charged d i rec t  t o  operations or accounts other than accrued am 

4. L i s t  the aggregate of each k ind  of tax i n  such inanner that 2. Include on t h i s  page, taxes pa id  dur ing the year and charged 

Taxes on Income 
C i t y  o f  Horehead Tax 
PSC Haint.Rem.Asst.1996 

I 
!L ine 
' No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
I .  

Unemp. Ins. - 1995 
Unemp. Ins. - 1996 

K i n d  o f  Tax 
(See I n s t r u c t i o n  5)  

(a) 
FEDERAL 
Taxes on Income 

Unenployment Ins. - 1995 
Unenployment Ins. - 1996 

Ins. Contrib. Act 1995 
Ins. Contrib. Act. 1596 

Env. Excise Tax 1995 
Env. Excise l a x  1996 

Intang. Prop. Tax - 1996 

90 
0 (90) 

517,025,655 
1321 

$14,144,4321 

Real 8 Pers.Prop. 1993 
Real 8 Pers.Prop. 1994 
Real 8 Pers.Prop. 1995 
Real 8 Pers.Prop. 1996 
Real 8 Pers.Prop. 1997 

[ 

I 
[ 

Real 8 Pers.Prop.(FREC0)1994 
Real 8 Pers.Prop.(FRECO) 199: 
Real 8 Pers.Prop.(FREC0)1996 

STATE OF I N D I A N A  
Taxes on Income 

STATE OF WEST V I R G I N I A  

Taxes on Income 

usiness Franchise Tax-1995 
Franchise Tax-1996 

TAL 

M N O . l  (EO. 12-96) 

BALANCE AT BEGINNING OF YEAR 

Taxes 
Accrue 

(Acco t $36) 
$1 

1,632,215 

2,124 
c 

72,585 

11,36E 
c 

315,632 

1,021 

61,35t 
94,855 

1,078,98t 
4,704.00C 

(1.2891 
(811: 

t 

(42: 
[ 

97,972,Oli 

Pre i Taxes 
( I n R d e  i n  

( E )  
Account 165) 

0 

0 
0 

0 
0 

0 
0 

0 
25 

193,118 

0 
0 

0 

0 
0 
0 
0 

0 
0 
C 

c 

c 

C 
C 

9193,141 
Page 262 

4,644 * 876 

(2,124 1 
48,044 

(34,390) 
2,834,701 

( 2 ,409) 
26,000 

1,062,541 
25 

359,648 

(1,021) 
27.01t 

0 

C 
55,357 

123,125 
41,40C 

4,920,OOC 

1,285 
9,757 

30,20C 

( 

265 I 

7,156,5 12 

0 
45,303 

2,805,194 

8,955 
35,032 

1,856,360 

333,060 

25,665 

0 

C 
150,216 

1,127,111 
3,444,161 

c 
8,94t 

29,12t 

( 

Adjust- 
ments 

- ( f )  

U 

C 
c 

c 

I 



Date of Report Year of. Report 
Dec. 31, 1996 

Name of Res ndent This Report I $ : .  
KENTUCKY P O e R  COMPANY 1 {J] t X 1 A An Resuhission Or1 inal 1 ‘??)3?706Yr) 

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued) 
5"4 

separately for each tax year,identifying the year in colunn(a). 
6. Enter all adjustments of the accrued and prepaid tax Report in c o l m  ( 1 )  the amounts charged to Accounts 408.1 and 

3ccounts in c o l m  (f) and explain each adjustment in a foot- 409.1 pertaining to other utility departments and amounts 
iote. Designate debit adjustments by parentheses. charged to Accounts L08.2 and 409.2. Also shou in column ( 1 )  

7. Do not include on this page entries uith respect to de- the taxes charged to utility plant or other balance sheet 
ferred income taxes or taxes collected through payroll deduc- accounts. 
:ions or otheruise pending transmittal of such taxes to the 

Accounts 408.1 and 409.1 pertaining to electric operations. 

9. For any tax apportioned to more than one utility depart- 

0 

:axing authority. 

0 

BALANCE AT END OF YEAR 
!Taxes AC&JJ 
Account 

(9) 

i 

B 

( 879,4 1 7) 

0 
2,741 

0 
67,706 

0 
(9,032) 

(478,187) 

0 

0 
1,347 

0 

61,356 
c 

75,ooc 
1,301,235 
4,920, OOt 

C 
( 

1,071 

[ 

261 

I 
91 

Pre ai Taxes 
Acco i %) (Pncf 

#I 

0 

0 
0 

0 
0 

0 
0 

0 

166,536 

0 
0 

0 

0 
0 
0 
0 

C 

f166,53C 

ment or account, state in a footnote the basis 
apportioning such tax. 

(necessity) of 

ISTRIEUTION OF TAXES CHARGED 

5,118,476 

0 
34,417 

0 
1,782,194 

0 
23,591 

709,594 
25 

359,648 

0 
20,203 

0 

0 
55,357 

100,548 
4 ; 704,000 

0 
0 
0 

0 

144 

132 
1 
U 

$12,908,329 

0 

0 
0 

0 
0 

0 
0 

0 

0 
0 

0 

0 

0 
0 

0 
0 

0 

0 

0 
0 

Ad ‘us tment to 
Re{. Earn 
(Accou~j ti% 

0 

0 
0 

0 
0 

0 
0 

k 4 k  0 

0 

0 
0 

0 
0 

0 

0 

D 

Other 
4 1 )  

(473,600) 

(2,1241 
13,627 

(34,390) 
1,052,507 

(2,409) 
2,409 

352.947 

0 

( 1 ,021 ) 
6,813 

0 

0 

22,577 
(4,662,600) 

4,920,000 

1,289 

30,200 
9,757 

0 

121 

0 

6 
7 
8 
9 

10 
11 

14 
15 
16 
17 
18. 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 



.! 

< Page 2 6 2  Line 2 Column L > 

KENTUCKY POWER COMPANY 

DETAIL OF COLUMN L. PAGE 263 

ACCT. DISTR. 
4 0 8 . 2  & 

Line TOTAL 4 0 9 . 2  

- 
2 
4 
5 
7 
8 

1 0  
11 
1 4  
1 8  
1 9  
2 5  
2 6  
2 7  
2 9  
3 0  
3 1  
3 7  

4 1  

( 4 7 3 , 6 0 0 )  ( 4 7 3 , 6 0 0 )  
( 2 , 1 2 4 )  
1 3  , 6 2 7  

( 3 4 , 3 9 0 )  
1 , 0 5 2  , 5 0 7  

( 2 , 4 0 9 )  
2 , 4 0 9  

3 5 2  , 9 4 7  
( 1 , 0 2 1 )  
6 , 813  

2 2  , 5 7 7  
( 4  , 6 6 2 , 6 0 0 )  
4 , 9 2 0 , 0 0 0  

1 , 2 8 9  
9 , 7 5 7  

3 0 , 2 0 0  
1 2 1  

1 , 2 3 6 , 1 0 3  
- _ _ - - - - - -  

( 2  , 4 0 9 )  
2 , 4 0 9  

( i m ,  634 1 

1 , 2 8 9  
9 , 7 5 7  

3 0 , 2 0 0  

_ - - - - - - - -  
( 5 4 3  , 988)  

*DISTRIBUTION OF 
EMPLOYMENT TAXES 

ACCOUNT AMOUNT 

1 0 7  6 4 1  , 955  
1 0 8  6 2  , 1 2 5  
1 5 2  8 2  , 833 
1 6 3  1 0 3  , 5 4 1  
1 8 4  5 1 , 7 7 1  
1 8 6  93 , 1 8 7  

1 , 0 3 5 , 4 1 2  

EMPLOYMENT 
TAXES* 

( 2 , 1 2 4 )  
1 3  , 627  

( 3 4  , 3 9 0 )  
1 , 0 5 2 , 5 0 7  

( 1 , 0 2 1 )  
6 ,813  

PROPERTY 
TAXES* OTHER 

- 

464; 5 8 1  

2 2  , 5 7 7  
( 4 , 7 0 4 , 0 0 0 )  4 1 , 4 0 0  
4 ;920 , 0 0 0  

2 1 6  , 0 0 0  5 2 8 , 6 7 9  

#DISTRIBUTION OF 
PROPERTY TAXES 

ACCOUNT AMOUNT 

1 8 6  2 1 6 , 0 0 0  

Attacliiiieiit 1 
Page 85 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22. 1999 
ltein No. 3 

Footnote - Item #1 - Federal and State Taxes are included with 
material cost and are estlmated as follows: 

Federal Gasoline Tax 7 8 , 0 0 0  

State of Kentucky Gasoline Tax 5 1 , 0 0 0  
4 4  , 9 4 7  

State of Kentucky Highway Use Tax 5 1 6  , 6 8 0  
State of Kentucky Highway Use & Fuel Tax 3 , 8 5 0  

State of Kentucky Auto License & Usage 

Federal Highway Use Tax 2 , 2 0 0  
- - - _ - - -  
6 9 6 , 6 7 7  

Page 2 6 2 - 2 6 3  Footnote.1 
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()i%3??$6Yr) 
KENTUCKY P O ~ R  COMPANY X An Or1 inal 
- 

3 4% 
4 7% 

10% 

Dec. 31,  1996 

1,558,178 

16,038,737 

411.4 

411.4 

146,708 (10,459 

1,085,552 * (146,992 

1 1  
12 
13 
14 
15  
16 
17 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

36 
37 
38 
39 
LO 

L1  

L2 
43 
44 
I - .  

.=-. 
4 7  

b R M  NO.l (ED. 12-89)  Page 266 
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Item No. 3 

1 



Name of Res ondent This Report Is:. Date of  Re ort  Year of Report 
KENTUCKY P&ER CWPANY 

‘ ? ? ) 3 ! ~ ~ 6 ” )  Dec. 31, 1996 
X An Or1  inal I ti] 1 1  A Resuhission 1 

ACCUMULATED DEFERRED INVESTMENT TAX C R E D I T S  (Account 255) (Continued) r .  

Aver e Period 
of At?ocat I on 

w ORM N O . l  (ED.  12-89) 

15,606,19 

~~ 

30 Yrs. 

30 Yrs. 

Adjustment Explanation 

Attacliiiieiit 1 
Page 88 of 397 

W S C  Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Iteiii No. 3 

Page 267 

1 

- 
i ne 
0 .  

- 
1 
2 
3 
4 

3 - 
8 
9 
- 

- 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
1 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

42 
43 
44 
4‘ 
4r ... C’ 

Next Page i s  269 



e Page 266 Line 3 Column G > 

- 

KENTUCKY POWER COMPANY 

Adjustment of Prior Years Federal Income Tax Returns 
Acct. 411.5 ($10,4591 

e Page 266 Line 5 Column G > 

Adjustment of Prior Years Federal Income Tax Re-urn 
Account 411.5 ($146,992) 

Page 2 6 6 - 2 6 7  Footnote.1 

I 
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Bslan e at 
End o f  Year 

( f )  

s1,055 

Descri tion o f  Other 
No. I Deferred Credits 

1,657 
(3,856) 
(2,656) 

6,065 

1121 

B ginning 
o t  Year 

iieiit 1 

Contra 
Account 

1,’ 

Amount 

5 

1 Uintercare-Customer Donations i 

28.0 

L (b) 
$12’ 

DEBITS 1 
- 

30 
3,85 
2,65 

4,0 

8: 

4,0: 

28,0t 

10,0; 

3’88 

53,55 

VAR 

418 
421 
454 
VAR 

131 

VAR 

155 

601 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

15 
16 
17 

Lessee Rent Prepayments - 
FRECO Property 

Unclassified OX Payments 

Unclaimed Checks 

E-LAMP investment 

Nature Conservatory 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

:4 

LO 

L 1  

L2 

13 
’ I  1 

Attac 

(150) 

0 

53,550 

Page 90 of 397 
KPSC Case No. 99-149 

TC (1  st Set) 
Order Dated April 22, 1999 

Item No. 3 



Name of  Res ondent This Report I $ : .  Date of Report 
KENTUCKY POEER COMPANY X An O r 1  i n a l  

‘!?f3?%6Y ) 

Year of  Report 
Dec. 31, 1996 

I 7 1  SFAS 109 I 40.249.040 I I 

Line 
No. 

1 
2 
3 

CHANGES DURING YEAR 
Balgnce a t  

07 Year Account 418.1 
Account Subdivisions B ginning c reEte t l lp l  A unts 

Account 
D$6f%dS 

(a) (b) ( C )  (d) 
Account 282 

E l e c t r i c  $74,333,599 I ‘65,702,451 $3,461,328 
Cas I 

I 13 1 Local Income Tax I 

1 

4 Other (Define) 
5 TOTAL (Enter Total  o f  l ines  2 t h r u  4) 
6 Other (Specify) Accun.DFIT-Other P r o w r t v  

NOTES 

574,333,599 $5,702,451 53,461,328 
17.914 

Attachment 1 
Page 91 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

1 8 .  
1 9 
I 

10 1 11 
1 12 

0 

RM NO.l  (ED. 12-96) Page 274 

~ 

I 
TOTAL Account 282 (Enter Total o f  l ines  5 f h r u  8) S114.600.553 I $5,702,451 53,461,328 

CLassi f icat ion of  TOTAL 

Federal Income Tax 114,600,553 I 5,702,451 3,461,328 
. State Income Tax 



Year of Report Name o f  Res ndent This Report I $ : .  Date of  Re O r t  
KENTUCKY POeR COMPANY X A n  O r 1  i n a i  ':?)35796'" Dec. 31, 1996 [ 1 A Resuh iss ion  1 1 

CHANGES DURING YEAR ADJUSTMENTS 
A unts Debits Balan e a t  Credi ts 

EM o t  Year 

(k) 
Account c r e z t q  11 ;? A c c oyn t Amount Accgunt Amount 

Deb1 ted  
( j )  

Credited 
( f  1 ( 9 )  (h) ( 1 )  

I 
I I I I I I $76,574,722 

Line 
No. 

1 

2 

I 
I 0 

0 

Attachment 1 
Page 92 of 397 

KF'SC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

0 4  
0 0 0 $76;574,722 5 

17,914 6 
182/254 654,989 40,904,029 7 

.o 0 9654.9a9 $1 17,496,665 9 
o a  

' E R C  FROM NO.1 (EO. 12-96) 

I I I 654.989 I 117,496,665 

Page 275 

t 

10 
11 

I 

I 

01 12 
01 13 



Name of Res d e n t  This Report Is:. Date of  Re rt 
KENTUCKY PO@R COMPANY 

(?%3?%6yR 
X An O r 1  i na l  1 {${  1 1 A Resu&nission 1 

Line 
NO. 1 

Year of  Report 
Dec. 31, 1996 

Account Subdivisions 

Cal 

I 

4 Clearing Accounts ' 

5 Post Retirement Benef i ts  
6 
7 Emission Allouances 
8 Other 

9 TOTAL E l e c t r i c  (Total  o f  l i n e s  3 thru 8)  

Loss on Reacquis i t ion o f  Debt 

10 Gas 
11 

I I 

,-- . , -.- - 
159,583 912,130 979,115 

248,282 100,137 42,042 
0 82,453 25,383 

14,616 0 14,616 
5636,843 '52,315,494 $2,415,650 

180,890 0 180,882 

01 I 

I C r e d i  Amounts tef 1: 
Account 1 1 

Balance a t  
Be inning 

Idl 
03 Year Account 4i8.1 I Cbl I C 1  

16 
17 

18 
10 

Other 0 
TOTAL Gas (Total  o f  l i nes  11 t h r u  16) 0 0 0 

Other (Specify) SFAS 109 59,420,290 0 0 
TOTAL (Acct 283) (Enter Tota l  of  l i nes  9.17 end 18) 860.057.133 %2.315.494 %2.415.650 

22 
23 

. .  -.- . - I  -.-- 
State Income Tax 25,487,000 
Local Income Tax 0 

Attachment 1 
Page 93 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Iteiii No. 3 

?C FORM NO.l (ED. 12-96) Page 276 



Date o f  Re rt Name of  Res ndent This Report I $ : .  KENTUCKY P&R COMPANY I t j j  f X 1 An A Resuhission Or1 inal I (??t3!%6y' 

- 
4. Use footnotes as required. 

' CHANGES DURING YEAR I ADJUSTMENTS I I 

Year of  Report 
Dec. 31, 1996 

I 
Debits Credits Balan e at Line EM of Year NO. 

Account Amount AccOunt Amount 
c r % P  

Account 419.2 
D,REItS 

Account 4f8.2 
Deb1 ted 

f l I  
C!$l ted 

0 

$80,634 3 
92,598 4 

8 5  
306,377 6 
57,070 7 

0 8  
0 0 0 $536.687 9 

. _  

I I I I I I I I 10 

$7,002,777 I $66,959,754 19 
20 

1,778,777 36,248,754 21 
5,224, DO0 30,711,000 22 

0 23 
NOTES (Continued) 

. 2 . .. 
-. 
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ORM NO.l (ED. 12-96) Page 277 



I -  

o. 
,-- 
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Name of Res ondent 
KENTUCKY POBR COMPANY This Report Is:. Date o f  Re o r t  Year of Report 

Reporting below the p a r t i c u l a r s  (de ta i l s )  ca l led  f o r  3 .  Minor items ( 5% of the Balance at End of  Year f o r  Account 

concerning other regulatory  l i a b i l i t i e s  which are 254 or amounts less than $50,000, uhichever i s  less) may be 
created through the ratemaking actions of regulatory 

agencies (and not inc ludable i n  other amounts). 
2 .  For regulatory  l i a b i l i t i e s  being amortized, show 

grouped by classes. 

L period o f  amort izat ion i n  c o l u m  (a). 

9 
10 
1 1  
12 
13 
14 
15  
16 

$2,051,560 

21 
22 
23 
24 

25 
26 
27 
28 
29 
30 
31 
32 
3 3  
34 
35 
36 
37 
3 8  
39 
4 0  
41 
- 
- $034,211 $ 1  8 ,  938,5 

Descri t i o n  and Purpos of 
Other k g u l a t o r y  L i a b i f i t i e s  

(a) 
X A S  109 Deferred Federal Income Taxes 

ixcess o f  Base Fuel Cost Deferred-Credit 

ixcess o f  Base Fuel Cost Deferred- . . -  
kc rued U t i l i t y  Revenues Credi t  

XAS 109 Excess Deferred Federal lncome Taxes - 
: red i t  

Voceeds From A1 louance Auctions Received 

:arrying Charges on Allowance Gains/ 
n te r im FERC 

OTAL 

@ FORM NO. l  (ED. 12-94)  

DEBITS 
Account 
Credited 

(b) 
190 

101 

bD1 

'A R 

'AR 

'A R 

Page 278 

Amount 

327.30 

823,59 

139.76 

12.54 

Credi ts  

(d) 
1 

366 '56  

467,64; 

Att 
Page 

Balan e a t  
~ n d  o t  Year 

1,097,3 

44,7 

8,638,8 

hment 1 
, o f  397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

1 1 

Next Page i s  300 



Name of Res ndent Date of  Re rt Year of  Report 
KENTUCKY P&R COMPANY (%?3?%6'' Dec. 31, 1996 - 

ELECTRIC OPERATING REVENUES (Account 400) 

OPERATING REVENUES 
Amount f o r  Previous Year Amount f o r  Year 

Line T i t l e  o f  Account 
No. 

(b) ( C )  (a) 
1 Sales o f  E l e c t r i c i t y  
2 ( 4 4 0 )  Resident ia l  Sales $106,441,290 1 S107,546,299 

3 I (442) tomnercial and I n d u s t r i a l  Sales 
58,606,242 4 Small (or Comn.) (See Inst r .4)  58,416,959 

5 Large (or Ind.) (See Inst r .4)  92,322,561 - 96,647,208 
6 (444) Publ ic  St reet  and Highway L igh t ing  845,597 846,645 
7 (445) Other Sales t o  Publ ic  Author i t ies  
8 (446) Sales t o  Rei lroads and Rei lways 
9 (448) Interdepartmental Sales 

$258,026,407 $263,646,394 
$57,140,792 M0,567,141 

10 TOTAL Sales t o  Ul t imate Consuners 
1 1  (447) Sales f o r  Resale 

13 (Less) (449.1) Provis ion f o r  Rate Refunds 
14 TOTAL Revenues Net o f  Prov. f o r  Refunds $315,167,199 $324,213,535 

15 Other Operating Revenues 
(450) For fe i ted  Discounts S1,410,848 $1 , 1 70,152 

, 1 (451) Miscellaneous Service Revenues 113,552 92,38@ 

12 TOTAL Sales o f  E l e c t r i c i t y  t $315,167,199 $324,213,535 

' 

Attachment 1 
Page 97 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

(453) Sales of Uater and Uater Power 
(454) Renr from E l e c t r i c  Property 
( 4 5 5 )  Interdepartmental Rents 
(456) Other E l e c t r i c  Revenues 

I 
FORM NO. l  (ED. 12-96) Page 300 

735,901 721,213 

5,893,376 1,946,600 

23 
24 
25 
26 
27 

TOTAL Other Operating Revenues $8,153,677 $3,930,345 
S323,320,876 $328,143,860 TOTAL E l e c t r i c  Operating Revenues 



(f?f34706yF) 
KENTUCKY P&R COMPANY X An Or1 lnal 1 !!!I 1 1 A Resuknission 1 

Attachment 1 
Page 98 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 1 

L .;x 

Dec. 31, 1996 

0.1 ( E D .  12-96)  * 

HEGAUATT HWRS SOLD 

Amount for Previous Year Amount for Year 
(d) (e) 

Page 301 

AVG. NO. CUSTOMERS PER MONTH 
Lin Nunber for Year Number for Previous Year No. 

(f) (9 )  

Next Page is 304 

1 
1 2,190,616 2,191,986 140,844 139,393 

1,150,454 1,134,509 23,048 22,659 
3,076,374 2,980,230 1,711 1,754 

9,909 10,082 467 I64 

6,427.353 6,316,807 166,070 164,270 
3,680,301 4,025,677 57 31 

10,107,654 10,342,404 166,127 164,301 

10,107,654 10,342,484 166,127 164,301 

1 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 



c Page 300 Line 12 Column B > 

KENTUCKY POWER COMPANY 

@ Unmetered Sales Included in Service: 

440 

Cu s t ome r s 31,845 

Revenue 2,086,640 

MWH Sales (Est) 20,151 

442 

5,541 

818,282 

9,257 

444 

24 

5,846 

42 

Attachment 1 
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Page 300-301 Footnote.1 



Name of Res ndent This Report I$:. Date of Re o r t  
KENTUCKY P&R COMPANY X An O r 1  i na l  

revenue per KUh, excluding data f o r  Sales fo r  Resale uhich 
i s  reported on pages 310-311. 

2. Provide a subheading and t o t a l  f o r  each prescribed 
operating revenue account i n  the sequence fo l loued i n  
@'Electr ic Operating Revenues,@@ pages 300-301. I f  the sales 
under any r a t e  schedule are c l a s s i f i e d  i n  more than one 
revenue account, l i s t  the r a t e  schedule and'sales data under 
each appl icable revenue account subheading. 

3. Uhere the same customers are served under more than 

Year o f  Report 

nutnber of reported customers. 
4. The average' number of customers should be the number 

of  b i l l s  rendered during the year d iv ided by the nLmber of  
b i l l i n g  periods during the year (12 i f  a l l  b i l l i n g s  are 
made monthly). 

5. For any ra te  schedule having a f u e l  adjustment 
clause s ta te  i n  a footnote the estimated add i t iona l  revenue 
b i l l e d  pursuant thereto. 

as of end of  year 6. Report amount of unb i l led  revenue 

i ne 
0 .  

one ra te  

N h r  and T i t l e  o f  Rate Schedule 
(a) 

schedule 

5 
6 
7 
8 
9 
10 
1 1  

1' ,, 

i n  the same 

OL 
SGS 
UNBILLED REVENUE 
TOTAL RESIDENTIAL 

442 - COMMERCIAL AND INDUSTRIAL 
SGS 
MGS 

revenue account c lass i  

2,086,640 
(61 ) 

(2,359,536) 
106,441,290 

4,531,742 
32,042,305 

48,373 
34,577,457 

74,578 
4,063,900 
28,338,239 
48,674,547 

527,476 
01 0,202 

( 2,957,379) 
150,739,520 

142,765 
31,981 
668,587 
5,846 

(3,582) 

* 

! 17 
I 18 
I 
: 19 
! 
i 20 
; 21 
' 22 
23 
24 
25 

1 26 

i 27 
28 

1 29 
30 

I 

, I  

OTAL 

RM NO.l (ED. 12-95) 

ap 
CIP-TOD 
MU 

OL 

UNBILLED REVENUE 
TOTAL COMMERCIAL AN0 INDUSTRIAL 

444-PUBLIC ST. & HUY. LIGHTING 
SGS 
HGS 

SL 
OL 

UNBILLED REVENUE 
TOTAL PUBLIC ST. 8 HUY. LIGHTING 

MUh Sold 
C b) 

$263,346,904 
($5,320,497) 
8258,026,407 

20,151 
( 1 )  

(52,208) 
2,190,616 

39,119 4.05361 166,070 
7.68851 

166,070 38,702 4.01451 

60,992 
564,330 

925 
787,521 
2,117 

145,987 
845,728 

1,814,465 
12,446 
9,257 

( 16,940 ) 
4,226,828 

1,901 
549 

.7,469 
42 

(52) 
9,909 

6,496,553 
(69,200) 

6.427.351 

ca- f o r  each aDDliCable revenue account subheading. 
Av rage Number 

Revenue oP customers 

845,597 

1 

140,844 

13,143 
10,651 

31 
819 
6 
1 

68 
1 1  
29 

24,759 

396 
15 
56 

467 

- 
KUh of  Sales 
per Customer 

(e )  

( 1,000) 

15,553 

4,640 
52,983 
29,838 
961,564 
352,833 

145,987,000 
12,437,176 
164,951,363 

429,172 

170,718 

4,800 
36,600 
133,375 

21.218 

Revenue Kllh( Fp l&er 

10.35500 

4.51940 
4.05890 

6.10006 

7.43000 
5.6??90 
5.22950 
4.39060 
3.52280 
2.78370 
3.35070 
2.68250 
4.23810 
8.83960 
17.45790 
3.56620 

7.50990 
5 .e2530 
8.95 140 
13.919Da 
6.88040 
8.5336a 
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c Page 304 Line 5 ,Column D > 

KENTUCKY POWER COMPANY 

INSTRUCTION #3 

Average number of OL customers not included in total - 37,410 
INSTRUCTION #5 

Amount of Fuel Adjustment Clause Included in Rate: 
Residential RS 
Residential RS - LM- TOD 
Residential RS - TOD 
Small General Service SGS 
Medium General Service MGS 
MGS - Time-of-Day MGS - TOD 
Large General Service - LGS 
LGS-Load Management-TOD LGS-LM-TOD 
Outdoor Lights OL 
Quantity Power QP 
Street Lighting SL 
Mcn. Waterworks Mw 
Interruptible Power IRP 
Commercial & 1nd.-Time-of-Day CIP-TOD 

352,383 
590 

2 
(1,855) 
(9,674) 

(70) 

(7) 
(4,866) 

(55,765) 
(1,053) 

(24 , 765) 
(255,210) 

(12 , 221) 

84 
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Date of Report 
'%)3?4$6Y 

X A n  Or i ' i na l  1 ti] [ 1 A Resuhission I KENTUCKY P O g R  COMPANY I 

I 
I 
I 
i 

I 
I 
I 
I 

I 
I 

i 
I 
1 

Year of  Report 
Dec. 31, l W 6  

other than u l t ima te  consumers) transacted on a settlement 
basis other than pouer exchanges dur ing the year. Do not 
report  exchanges o f  e l e c t r i c i t y  ( i.e., transactions 
invo lv ing a balancing of debi ts  and c red i t s  f o r  energy, 
capacity,etc.) and any settlements f o r  imbalanced exchanges 
on t h i s  schedule. Power exchanges must be reported on the 
Purchased Pouer schedule (page 326-327). 

2. Enter the neme o f  the purchaser i n  c o l k m  (a). Do note 
abbreviate o r  t runcate the name o r  use acronyms. Explain in  
a footnote any ownership i n te res t  or  a f f i l i a t i o n  the 
respondent has u i th  the purchaser. 

3. In  c o l u m  (b), enter a S t a t i s t i c a l  C1assif.icetion Code 
based on the o r i g i n a l  contractual  terms and conditions of  
the service as fo l lows: 

RP - f o r  requirements service. Requirements service i s  
service uhich the suppl ier  plans t o  provide on an ongoing 
basis (i.e., the suppl ier  includes projected load f o r  t h i s  
service i n  i t s  system resource planning). I n  addition, the 
r e l i a b i l i t y  o f  requirements service must be the same as, or 
second only  to, the suppl ier 's  service t o  i t s  oun u l t imate 
consuners. 

L F  - f o r  lonc-term service. llLong-term" means f i v e  years 
or longer and means that  service cannot be 

Name of C T n ) :   public Author i ty  
[Footno e f f i  i a t i o n s l  

(a)  
1 C i t y  of  Hamilton 

. 2 C i t y  of  Ol ive H i l l  

3 C i ty  of  Vanceburg 

interrupted f o r  economic reasons and i s  intended t o  remain 
r e l i a b l e  even under adverse condi t ions (e.g., the suppl ier  
nust attempt to.buy emergency energy from t h i r d  pa r t i es  t o  
maintain de l i ve r ies  of  LF service).  This category should 
not be used f o r  long-term f i r m  serv ice uhich meets the 
d e f i n i t i o n  of RP service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date of  the 
contract  def ined as the e a r l i e s t  date tha t  e i t he r  buyer 
or s e l l e r  can u n i l a t e r a l l y  get out o f  the contract .  

I F  - f o r  intermediate-term f i r m  service. The snme as LF 
service except that  'lintermediate-termlt means longer than 
one year but less than f i v e  years. 

SF - f o r  short- term f i r m  service. Use t h i s  category f o r  
a l l  f i r m  services uhere the du ra t i on  o f  each per iod of  

c m i t m e n t  f o r  service i s  one year o r  less. 
LU - f o r  long-term service from a designated generating 

unit. llLong-termll means f i v e  years or longer. The a v a i l -  
a b i l i t y  and r e l i a b i l i t y  of  service, aside from transmission 
constraints, nust match the a v a i l a b i l i t y  and r e l i a b i l i t y  o f  
designated unit. 

IU - fo r  intermediate-term serv ice from a desgnated 
generating unit. The same as LU serv ice except that  
l ' intermdiate-termlt means longer than one year but less 
than f i v e  years. 

Actual Demand(MU) 
Stat 's -  F R C  Rate Ryerage . 

A:%?; E x ? ;  
cp ?rnd 

t i c a l  . ScEpPle or Mont y B i  l i n g  
C l a $ s i f i -  Tar i  N u n b e r  Demand (MU) 
cat  i on NCP Demand 

(b) ( C )  (d) (e) 
RP OPCo 96 0 0 D 
RP KPCo 13 5.1 5.1 5.1 
RP KPCo 18 10.4 10.4 10.4 

.?. 

5 
6 
7 
8 
9 

10 
11 

12 

~- 

Carolina PBL LU APCo 24 N/A N/A N /A 

VEPCo LU APCO 16 N/A N/A N /A 

C i t y  of Dover SF OPCO 74 N/A N/A N/A 

AMP Ohio SF OPCO 74 N/A N/A N/A 
C i t y  of  S t .  Marys SF OPCO 74 N/A N/A N/A 

C i t y  of  Shelby SF OPCO 74 N/A N/A N/A 

4 I SUBTOTAL -RP I I I 1 ~ I---- 1 

1L IEdison Sault Elec I SF I* Note(1) I N/A I N/A I N/A 1 
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Name of Res ondent This Report I $ : .  Date of Report 
KENTUCKY P O ~ E R  CO~PANY I 131 t X 1 An A Resuhission O r 1  i n a l  I ()i19f3%6Yr) 

I 

Year of  Report 
Dec. 31, 1996 

m e r v i c e s  uhich cannot be placed i n  the above-defined 
categories, such as a l l  non-f i rm service regardless of  the 
length of the contract  and service from designated u n i t s  of  
Less than one year. Describe the nature of  the service i n  a 

footnote . 
AD - for  out-of-per iod adjustment. Use t h i s  code f o r  any 

accounting adjustments or 81true-upsii for service provided 
i n  p r i o r  repor t ing years. Provide an explanation i n  a 
footnote fo r  each adjustment. 

4. Group requirements RO sales together and report  them 
s t a r t i n g  a t  Line nunber one. A f te r  l i s t i n g  a l l  RP sales, 
enter %ubtotal  - RPII i n  c o l u m  (a). The remaining sales 

may then be l i s t e d  i n  any order. Enter iaSubtotal-Non-RO1t 
i n  c o l m  (a) a f t e r  t h i s  l i s t i n g .  Enter VotalBi i n  c o l u m  
(a) as the l as t  l i n e  o f  the schedule. Report subtotals and 
t o t a l  f o r  colums (9) through (k). 

'5. In  c o l u m  (c), i d e n t i f y  the FERC Rate Schedule or 
T a r i f f  Nuher.  On separate l ines,  l i s t  a l l  FERC ra te  
schedules or t a r i f f s  under uhich service, as i d e n t i f i e d  i n  
c o l m  (b), i s  provided. 

6. For requirements RP sales and any type o f  service 
invo lv ing demand charges imposed on a monthly (or longer) 
basis, enter the average monthly b i l l i n g  demand in  column 

non-coincident peak (NCP) demand 
$);elm (e), and the average monthly coincident wak  (CP) 

the average monthly 

REVENUE 

Other Charges T O t @ l ( S )  
(h+;;j) If1 

0 55.400 55.400 0 
(9) rE1 

1 0 

enter NA i n  columns (d), (e) and ( f ) .  Monthly NCP demand i s  
the m a x i m  metered hour ly (60-minute in tegrat ion)  demand 
i n  a month. Monthly CP demand i s  the metered d-nd 
dur ing the hour (60-minute in tegrat ion)  i n  uhich the 
suppl ier 's  system reaches i t s  monthly peak. Demand reported 
i n  c o l m s ( e )  and ( f )  must be i n  megawatts. Footnote any 
demand not stated on a megauatt basis and explain. 

7. Report in c o l m  (9) the megauatthours shoun on b i l l s  
rendered t o  the purchaser. 

8. Report demand charges i n  c o l m  (h), energy charges i n  
c o l m  (i), and the t o t a l  o f  any other types o f  charges, 
including out-of-per iod adjustments, i n  c o l u m  Cj). Explain 
i n  a footnote a l l  components o f  the amount shown i n  c o l m  
( j ) .  Report in  c o l u m  (k) the t o t a l  charge shown on b i l l s  
rendered t o  the purchaser. 

9. The data i n  c o l m  (9) through (k)  must be subtota l led 
based on the RP/Non-RP grouping (see i n s t r u c t i o n  41, and 
then t o t a l l e d  on the l a s t  l i n e  of the schedule. The 
"Subtotal - RP'I amount i n  c o l m  (9) must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
"Subtotal - Non-ROm1 amount in  column (8)  must be reported 
as Non-Requirements Sales For Resale on page 401,Line 24. 

f o l l ou ing  a l l  required data. 
10. Footnote ent r ies as required and provide exptanations 

L i n e  
No. 

1 

I 27,292 
55,188 
82,480 

546,983 349,078 2,040 898,101 2 
912,202 683,751 13,320 1,609,273 3 

1,459,185 1,032,829 20,760 2,512,774 4 
5 

I I I I 

0 1  I I *  470.688 I 4 7 m  
10,604 

313 
12,447 

507 

I t 

197,506 584,197 657,802 1 1,439,505 I 7 
I 1 8  

6,085 14,798 

L 7nn I ZR7 I 970 I 13.652 I 11 
125,066 1R,415 42,262 1 344,743 1. 10 
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1 t X 1 A An Resu&ission O r 1  i n a l  1 (!?f3!%6yF) 
1 KENTUCKY PORR COMPANY 
1 

1. Report a l l  sales f o r  resale (i.e., sales t o  purchasers a 
Dec. 31, 1996 

r other than L l t imate  consumers) transacted on a settlement 

i 
I 

I 
i 

I 

I 
I 

I 

I 
I 

j 

basis other :han power exchanges during the year. Do not 
report exchanges of e l e c t r i c i t y  ( i.e., transactions 
invo lv ing a balancing of  debi ts  and c red i ts  f o r  energy, 
capacity,etc.) and any settlements f o r  imbalanced exchanges 
on t h i s  schedule. Power exchanges must be reported on the 
Purchased Power schedule (page 326-327). 

2. Enter the name o f  the purchaser i n  c o l m  (a). Do note 
abbreviate or  t runcate the  name or  use acronyms. Expla in  i n  
a footnote any ounership in te res t  or  a f f i l i a t i o n  the 
respondent has w i t h  the  purchaser. 
3. In c o l u m  (b), enter a S t a t i s t i c a l  C1assifi:ation Code 

based on the o r i g i n a l  contractual terms and co&it ions o f  
the serv ice as fol lows: 

RO - f o r  requirements service. Requirements service i s  
serv ice which the suppl ier  plans t o  provide on an ongoing 
basis (i.e., the suppl ier  includes pro jected load fo r  t h i s  
serv ice i n  i t s  system resource planning). In addit ion, the 
r e l i a b i l i t y  o f  requirements serv ice must be the same as, or  
second only to, the s u p p l i e r l s  serv ice t o  i t s  oun u l t imate  
consuners. 

LF - f o r  long-term service. atLong-termll means f i v e  years 
or longer and l l f i rmt '  means tha t  serv ice cannot be 

in ter rupted f o r  economic reasons and i s  intended t o  remain 
r e l i a b l e  even under adverse condi t ions (e.g., the supplier 
must attempt t o  buy emergency energy from t h i r d  par t ies  t o  
maintain de l i ver ies  of  LF service). This category should 
not be used f o r  long-term firm serv ice which meets the 
d e f i n i t i o n  of RQ service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date of  the 
contract defined as the e a r l i e s t  date t h a t  e i t h e r  buyer 
or  s e l l e r  can u n i l a t e r a l l y  get out o f  the contract. 

I F  - f o r  intermediate-term f i r m  service. Thesame as LF 
service except that  llintermediate-terrnll means longer than 
one year but less than f i v e  years. 
SF - f o r  short-term f i r m  service. Use th is-category f o r  

a l l  f i r m  services where the dura t ion  o f  each per iod  of  
comnitment f o r  service is one year or  less. 

LU - f o r  long-term service from a designated generating 
unit. llLong-termtt mans f i v e  years or  longer. The a v a i l -  
a b i l i t y  and r e l i a b i l i t y  o f  service, aside from trai ismission 
constraints, must match the a v a i l a b i l i t y  and r e l i a b i l i t y  o f  
designated unit. 

I U  - f o r  intermediate-term serv ice from a desgnated 
generating unit. The same as LU serv ice  except that  
ttintermediate-term'l means longer than one year but less 
than f i v e  years. 

i (b RM NO.1 (REVISED. 12-90) 
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Date o f  Re o r t  This Report Is:. 
KENTUCKY Name Of P ER COMPANY 1 ki] t X 1 An A Resuinission O r 1  i n a l  1 ':?/3?%bYF' 

categories, such as a l l  non- f i rm service regardless of  the 
length of  the contract and serv ice from designated u n i t s  o f  
less than one year. Describe the nature of  the service i n  a 
footnote. 

AD - f o r  out -of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments o r  vrue-upsit f o r  service provided 
i n  p r i o r  repor t ing years. Provide an explanation i n  a 
footnote f o r  each adjustment. 

4 .  Group requirements RP sales together and report them 
s t a r t i n g  a t  l i n e  nunber one. A f te r  l i s t i n g  a l l  RP sales, 
enter W b t o t a l  - RO" i n  c o l u m  (a). The remaining sales 
may then be l i s t e d  in  any order. Enter t8Subt(Ral-Non-ROt8 
i n  colum (a) a f t e r  t h i s  l i s t i n g .  Enter V o t a l S t  i n  c o l u m  
(a) as the l a s t  l i n e  o f  the schedule. Report subtotals and 
t o t a l  f o r  colums (9) through (k). 

5 .  I n  c o l u m  (E), i d e n t i f y  the FERC Rate Schedule or  
T a r i f f  Nuber. On separate l ines, l i s t  a l l  FERC r a t e  
schedules or  t a r i f f s  under uhich service, as i d e n t i f i e d  in  
c o l u m  (b), i s  provided. 

6 .  For requirements RP sales and any type of  service 
invo lv ing demand charges imposed on a monthly (or longer) 
basis; enter the average monthly b i l l i n g  demand i n  c o l m  
(d), the average monthly non-coincident peak (NCP) demand 
h~ c o l u m  (e), and the average monthly coincident w a k  ( C P I  

Year of  Report 

Dec. 31 ,  1996 

demand i n  column ( f ) .  For a l l  other types of service, 
enter NA in  columns (d), (e) and ( f ) .  Monthly NCP demand i s  

the m a x i m  metered hour ly  (60-minute in tegrat ion)  demand 
i n  a month. Mohthly CP demand i s  the metered demand 
during the hour (60-minute in tegra t ion)  i n  uhich the 
suppl ier 's  system reaches i t s  monthly peak. Demand reported 
i n  colums(e) and ( f )  must be i n  megauatts. Footnote any 
demand not s ta ted on a megauatt basis and explain. 

7 .  Report in  c o l u m  (9) the megauatthours shoun on b i l l s  
rendered t o  the purchaser. 

8 .  Report demand charges in  column (h), energy charges i n  
co lum (i), and the t o t a l  o f  any other types o f  charges, 
including out -of -per iod adjustments, i n  c o l m  ( j). Expla in  
i n  a footnote a l l  components of  the amount s h i m  i n  c o l m  
(j). Report i n  c o l u m  ( k )  the t o t a l  charge shoun on b i l l s  
rendered t o  the purchaser. 

9 .  The data i n  c o l m  (9) through (k)  must be subtota l led 
based on the RP/Non-RQ grouping (see i n s t r u c t i o n  41, end 
then t o t a l l e d  on the l a s t  l i n e  o f  the schedule. The 
"Subtotal - RP" amount i n  c o l m  (9) must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
"Subtotal - Non-RP" amount i n  column (9) must be reported 
as Non-Requirements Sales For Resale on page 401,line 24. 

fo l lou ing  a l l  required data. 
10. Footnote ent r ies as required and prov ide exptanations 

122,826 
I 32,966 

15,321 
0 
0 I 

REVENUE 
I I I i-a 

~ 

860,620 1,686,684 200,647 2 ,835 ,95 iT  4 
552,467 469,812 100,671 1,122,950 5 
224,442 203,560 39,777 467,779 6 

14,962 11,380 2,652 20,994 7 
22,445 20,445 3,978 46,860 8 

I I I . .  . .  I 

2.524 I 534.686 I 556.837 I $17.747 I $109.270 I 1 

0 9  

I I I I I 1 -  
294,738 I 1,130,677 I 3 11,441 1 666,653 I 169,286 I 

I 

2,293,895 
10 

589 

0 11 

27,968,782 0 27,968,782 12 
408 55  463 13 

2.948 532 3.480 14 
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Name o f  Res ondent This Report Is:. Date of Re o r t  
(%3!h6yC)) 

X A n  O r 1  i n a l  [ 3 A Resukiss ion I 1 KENTUCKY POBER COMPANY 

1. Report a l l  sales f o r  resale (i.e., sales t o  purchasers 
other than u l t ima te  consumers) transacted on a settlement 

basis other than power exchanges dur ing the year. Do not 
report  exchanges of e l e c t r i c i t y  ( i.e., transactions 
involv ing a balancing o f  debi ts  and c red i t s  f o r  energy, 
capacity,etc.) and any settlements f o r  imbalanced exchanges 
on t h i s  schedule. Power exchanges must be reported on the 
Purchased Power schedule (page 326-327). 

2. Enter the name o f  the purchaser i n  c o l u m  (a). Do note 
abbreviate or t runcate the name o r  use acronyms. Explain i n  
a footnote any ownership i n te res t  o r  a f f i l i a t i o n  the 
respondent has w i  t h  the purchaser. 

3. I n  c o l m  (b), enter a S t a t i s t i c a l  C lass i f i ca t i on  Code 
based on the o r i g i n a l  contractual  terms and condi t ions of 
the service as fo l lows: 

RP - f o r  requirements service. Requirements service i s  
service which the suppl ier  plans t o  provide on an ongoing 
basis (i.e., the suppl ier  includes projected load f o r  t h i s  
service i n  i t s  system resource planning). In  addition, the 
r e l i a b i l i t y  o f  requirements service must be the same as, or  
second only to, the suppl ier 's  service t o  i t s  own ul t imate 
consuners. 

LF - f o r  long-term service. "Long-term88 means f i v e  years 
or longer and v 8 f i r m * '  means that  service cannot be 
\ 

Year of Report 
Dec. 31, 1996 

interrupted fo r  economic reasons and i s  intended t o  remain 
r e l i a b l e  even under adverse condi t ions (e.g., the suppl ier  

must attempt t o  buy emergency energy from t h i r d  pa r t i es  t o  
maintain de l iver ies of  LF service).  This category should 
not be used fo r  long-term f i r m  serv ice which meets the 
d e f i n i t i o n  of  RO service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date of the 
contract def ined as the e a r l i e s t  date that  e i t he r  buyer 
o r  s e l l e r  can u n i l a t e r a l l y  get out o f  the contract .  

I F  - f o r  intermediate-term f i r m  service.  The.same as LF 
service except that 8'intermediate-term88 means longer than 
one year but less than f i v e  years. 

SF - f o r  short- term f i r m  service.  Use this-category f o r  
a t1 f i r m  services where the durat ion o f  each per iod of  
comnitment f o r  service i s  one year o r  less. 

LU - f o r  long-term service fran a designated generating 
unit. I8Long-term" means f i v e  years o r  longer. The a v a i l -  
a b i l i t y  and r e l i a b i l i t y  of  service, aside from transmission 
constraints, must match the a v a i l a b i l i t y  and r e l i a b i l i t y  of  
designated unit. 

I U  - f o r  intermediate-term service from a desgnated 
generating unit. The same as LU serv ice except that  
"intermediate-term" means longer than one year but less 
than f i v e  years. 

cmyanx y . P u b l i c  Author i ty  
[Footno e f f i  i a t i o n s l  
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Name of Res ndent This Report Is:. Date of Re rt KENTUCKY PO@R COMPANY 1 t X 1 An A Resuhission Or1 inal 1 (r?)3?%6y' 

ervices uhich cannot be placed in the above-defined 
P a t  egor ies, such as all non-firm service regardless of the 

length of. the contract and service from designated units of 
less than one year. Describe the nature of the service in a 
foot not e. 

out-of-period adjustment. Use this code for any 
accounting adjustments or s1true-ups8i for service provided 
in prior reporting years. Provide an explanation in a 
footnote for each adjustment. 
4. Group requirements RP sales together and report them 

starting at line nunber one. After listing all RO sales, 
enter ISubtotal - R W  in colunn (a). The remaining sales 
may then be listed in any order. Enter iiSubtotal-Non-RPii 
in c o l u m  (a) after this listing. Enter llTotap in c o l u m  
(a) as the last line of the schedule. Report subtotals and 
total for colums (9) through (k). 
5. In c o l u m  (c), identify the FERC Rate Schedule or 

Tariff Nunbet. On separate lines, list all FERC rate 
schedules or tariffs under uhich service, as identified in 
colum (b), is provided. 
6. For requirements RP sales and any type of service 

involving demand charges imposed on a mnthly (or longer) 
basis, enter the average monthly billing demand in c o l u m  
(d), the average monthly non-coincident peak (NCP) demand 

AD - for 

Year of Report 
Dec. 31, 1996 

demand in column (f). For all other types of service, 
enter NA in columns (d), (e) and (f). Monthly NCP demand is 
the m a x i m  metered hourly (60-minute integration) demand 
in a month. Monthly CP demand is the metered demand 
during the hour (60-minute integration) in uhich the 
supplierls system reaches its monthly peak. Demand reported 
in colums(e) and (f) must be in megauatts. Footnote any 
demand not stated on a megauatt basis and explain. 
7. Report in c o l u m  (9) the megauatthours shoun on bills 

rendered to the purchaser. 
8. Report demand charges in c o l m  (h), energy charges in 

colum (i), and the total of any other types of charges, 
including out-of-period adjustments, in c o l m  (j). Explain 
in a footnote a l l  components of the amount s h o y  in c o l u m  
(j). Report in c o l m  (k) the total charge shoun on bills 
rendered to the purchaser. 

9 .  The data in column (g) through (k) must be subtotalled 
based on the RWNon-RP grouping (see instruction 41, and 
then totalled on the last line of the schedule. The 
"Subtotal - RP" amount in c o l u m  (g) must be reported as 
Requirements Sales For Resale on page 401, line 23. The 
llSubtotal - Non-RP1l amount in c o l m  (g) must be reported 
as Won-Requirements Sales For Resale on page 401,line 24. 

following a l l  required data. 
10. Footnote entries as required and provide exptanations 

column (e), and the average monthly coincident peak (CP) 

REVENUE 1 I ... .d  
I I I Line 

Energ Charges Other Charges Total(S) 1 NO. Etd Ll rr, 1 IS1 (h+!:() 
Demand harges E Megauatthours 

8 4 1  I 1,235 I 264 1 1.499 I 14 

,:d C. : 
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1. Report a l l  sales f o r  resale (i.e., sales t o  purchasers 

than u l t imate  consumers) transacted on a settlement 

Year of Report 
Dec. 31, 1996 

basis other than pouer exchanges during the year. Do not 
I repor t  exchanges of  e l e c t r i c i t y  ( i.e., transactions 

invo lv ing a balancing o f  debi ts  and c r e d i t s  f o r  energy, 
capaci ty,etc.) and any settlements f o r  imbalanced exchanges 
on t h i s  schedule. Pouer exchanges must be reported on the 
Purchased Pouer schedule (page 326-327). 

2. Enter the name o f  the purchaser i n  c o l m  (a). Do note 
abbreviate o r  truncate the name or  use acronyms. Explain i n  
a footnote any ounership in te res t  or a f f i l i a t i o n  the 
respondent has w i th  the purchaser. 

3. I n  c o l u m  (b), enter a S t a t i s t i c a l  C l a s s i f i s a t i o n  Code 
based on the o r i g i n a l  contractual terms and condit ions of 
the serv ice as follows: 

RP - f o r  requirements service. Requirements service i s  
serv ice uhich the suppl ier  plans t o  prov ide on an ongoing 
basis (i.e., the suppl ier  includes pro jected load f o r  t h i s  
serv ice i n  i t s  system resource planning). I n  addit ion, the 
r e l i a b i l i t y  o f  requirements serv ice must be the same as, or  
second on ly  to, the supp l ie r ' s  serv ice t o  i t s  oun u l t imate  
consuners. 

LF - f o r  long-term service. "Long-term" means f i v e  years 
or longer and " f i r m t 1  means tha t  serv ice cannot be 

in ter rupted f o r  economic reasons and i s  intended t o  remain 
r e l i a b l e  even under adverse condi t ions (e.g., the supplier 
must attempt t o  buy emergency energy from t h i r d  par t ies  t o  
maintain de l i ver ies  of LF service). This category should 
not be used f o r  long-term f i r m  serv ice uhich meets :he 
d e f i n i t i o n  of  RP service. For a l l  transactions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date of  the 
contract defined as the e a r l i e s t  date t h a t  e i t h e r  buyer 
or  s e l l e r  can u n i l a t e r a l l y  get out o f  the contract. 

I F  - f o r  intermediate-term f i r m  service. The same as L F  
service except tha t  'lintermediate-terml' means longer than 
one year but less than f i v e  years. 
SF - for short-term f i r m  service. Use t h i s  category f o r  

a l l  f i r m  services uhere the dura t ion  o f  each per iod o f  
comnitment f o r  serv ice i s  one year o r  less. 

LU - f o r  long-term service from a designated generating 
unit. "Long-term1t means f i v e  years o r  longer. The a v a i l -  
a b i l i t y  and r e l i a b i l i t y  of service, aside from transmission 

constraints, must match the a v a i l a b i l i t y  and r e l i a b i l i t y  o f  
designated unit. 

IU - f o r  intermediate-term serv ice from a desgnated 
generating unit. The same as LU serv ice except that  
'lintermediate-termil means longer than one year but less 
than f i v e  years. 

-- r, <;. 
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length of the contract and serv ice frm designated u n i t s  o f  
less than one year. Describe the nature o f  the service i n  a 
footnote. 

AD - fo r  out -of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments or 8ttrue-upsli f o r  service provided 
in  p r i o r  repor t ing years. Provide an explanation i n  a 
footnote f o r  each adjustment. 
4. Group requirements RP sales together and report them 

s t a r t i n g  a t  l i n e  number one. A f te r  l i s t i n g  a l l  RO sales, 
enter "Subtotal - ROB# i n  c o l m  (a). The remaining sales 
may then be l i s t e d  i n  any order. Enter %tbtotal-Non-R04t 
in  c o l u m  (a) a f t e r  t h i s  l i s t i n g .  Enter VotaT6 i n  c o l m  

(a) as the l a s t  l i n e  of  the schedule. Report subtotals and 
t o t a l  f o r  co lums (g) through (k) .  

, 5 .  In  c o l m  (c), i d e n t i f y  the FERC Rate Schedule or  
T a r i f f  Nunber.  On separate l ines, l i s t  a l l  FERC ra te  
schedules or  t a r i f f s  under which service, as i d e n t i f i e d  i n  
c o l m  (b), i s  provided. 

6 .  For requirements RO sales and any type of service 
invo lv ing demand charges imposed on a monthly (or  longer) 
basis, enter the average monthly b i l l i n g  demand i n  c o l u m  
(d), the average monthly non-coincident peak (NCP) demand 

Year of  Report 

Dec. 3 1 ,  1996 

demand i n  column ( f ) .  For a l l  other types o f  service, 
enter NA i n  columns (d), (e) and ( f ) .  Monthly NCP demand i s  

the maximun metered hour ly  (60-minute in tegrat ion)  demand 
i n  a month. Monthly CP demand i s  the metered demand 
during the hour (60-minute in tegra t ion)  i n  uhich the 
suppl ier 's  system reaches i t s  monthly peak. Demand reported 
i n  columns(e) and ( f )  must be i n  megauatts. Footnote any 
demand not s ta ted on a megawatt bas is  and explain. 

7. Report i n  column (9) the megawatthours shown on b i l l s  
rendered t o  the purchaser. 

8 .  Report demand charges in  c o l m  (h), energy charges i n  
column (i), and the t o t a l  o f  any other types o f  charges, 
including out -of -per iod adjustments, i n  colunm (j). Expla in  
i n  a footnote a l l  components of  the amount sho-un i n  c o l u m  
Cj). Report i n  column ( k )  the t o t a l  charge shoun on b i l l s  
rendered t o  the purchaser. 

9 .  The data in  column (g) through ( k )  must be subtota l led 
b a s 4  on the RO/Non-RO grouping (see i n s t r u c t i o n  41, and 
then t o t a l l e d  on the l a s t  l i n e  o f  the schedule. The 
5 u b t o t a l  - RP" amount i n  c o l u m  (g) must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
"Subtotal - Non-ROIl amount i n  c o l m  (g) must be reported 
as Non-Requirements Sales For Resale on page 401,line 24. 

fo l lou ing  a l l  required data. 
10. Footnote en t r ies  as required and provide exptanations 

14 

14,503 
a78 

<.? colunm (e), and the average monthly coincident peak (CP) 

1 REVENUE I I 

236 50 286 12 
248,884 33,365 282,249 13 

26.245 3.079 29.324 14 
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SALES FOR RESALE (Account 447) 

hi- 

Year of Report 
Dec. 31, 1996 

m 1. Report all sales for resale (i.e., sales to purchasers 
other than ultimate consumers) transacted on a settlement 
basis other than power exchanges during the year. Do not 
report exchanges of electricity ( i.e., transactions 
involving a balancing of debits and credits for energy, 
capacity,etc.) and any settlements for imbalanced exchanges 
on this schedule. Pouer exchanges must be reported on the 
Purchased Pouer schedule (page 326-327). 
2. Enter the name of the purchaser in colunn (a). Do note 

abbreviate or truncate the name or use acronyms. Explain in 
a footnote any ownership interest or affiliation the 
respondent has with the purchaser. 
3. In c o l m  (b), enter a Statistical Classi,?ication Code 

based on the original contractual t e r m  and c-onditions of 
the service as follows: 

RO - for requirements service. Requirements service is 
service which the supplier plans t o  provide on an ongoing 
basis (i.e., the supplier includes projected load for this 
service in its system resource planning). In addition, the 
reliability of requirements service must be the same as, or 
second only to, the supplierls service to its own ultimate 
consuners. 

L F  - for long-term service. @8Long-term1e means five years 
longer and means that service cannot be 

Io' 

F R C  Rate 
ScE ule or Montffr;r#fling 

Stat 's- 
CiAgg!fi- Tar)?? Number Demand (MU) 
cation 

lFootzyxff~r .Pub1 i c  Authority 
i iationsl 

(a) (b) (C) (d) 
' 1 Federal Energy Sales os Note (1) N/A 

2 Heartland Eng Serv os Note (1) N/A 
3 I 1  [inois Power os lMPCo 23 N/A 

interrupted for economic reasons and i s  intended to remain 
reliable even under adverse conditions (e.g., the supplier 
must attempt to buy emergency energy from third parties to 
maintain deliver'ies of L F  service). This category should 
not be used for long-term firm service which meets the 
definition of RP service. For all transactions identified 
as LF, provide in a footnote the termination date of the 
contract defined as the earliest date that either buyer 
or seller can unilaterally get out of the contract. 

I F  - for intermediate-term firm service. The,same as LF 
service except that 8sintermediate-term88 means longer than 
one year but less than five years. 

SF - for short-term firm service. Use this category for 
all firm services uhere the duration of each period of 
cannitment for service is one year or less. 

LU - for long-term service from a designated generating 
unit. 44Long-termsJ means five years or longer. The avail- 
ability and reliability of service, aside from transmission 
constraints, nust match the availability and reliability of 
designated unit. 

IU - for intermediate-term service from a desgnated 
generating unit. The same as LU service except that 
"intermediate-term" means longer than one year but less 
than five years. 

Actual DemandCMU) 

w:m; 
( 5  CP D mand 

ft:::R; 
NCP Demand 

(e) 
N/A N/A 
N/A N/A 
N/A N/A 

13 (Morgan Stanley Group os 1 Note (1) N /A N/A N /A I 
1L 1NIPSCO os 1 IHPCo 22 N /A N/A N/A 

:- '3 
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categories, such as a l l  non- f i rm service regardless of the 
length of the contract  and serv ice from designated u n i t s  o f  
less than one year. Describe the nature of  the service i n  a 
footnote. 

AD - fo r  out -of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments or lltrue-upsil f o r  service provided 
i n  p r i o r  repor t ing  years. Provide an explanation i n  a 
footnote f o r  each adjustment. 
4. Group requirements RP sales together and report them 

s t a r t i n g  a t  l i n e  nunber one. A f t e r  l i s t i n g  all RO sales, 
enter '#Subtotal - RPI1 i n  colunn (a). The remaining sales 
may then be l i s t e d  i n  any order. Enter llSubt~tal-Non-RPii 
i n  c o l u m  (a) a f t e r  t h i s  l i s t i n g .  Enter 11Tota181 i n  column 
(a) as the l a s t  l i n e  of  the schedule. Report subtotals and 
t o t a l  f o r  co lums ( 9 )  through (k). 

.5. In  c o l u m  (c), i d e n t i f y  the FERC Rate Schedule or 
T a r i f f  Number. On separate l ines,  l i s t  a l l  FERC ra te  
schedules or t a r i f f s  under uhich service, as i d e n t i f i e d  i n  
c o l u m  (b), i s  provided. 

6. For requirements RO sales and any type of service 
invo lv ing demand charges imposed on a monthly (or  longer) 
basis, enter the average monthly b i l l i n g  demand i n  c o l u m  
(d), the average monthly non-coincident peak (NCP) demand 
'r, c o l m  (e). and the average monthtv coincident w a k  ( C P I  

Year of Report 
Oec. 31, 1996 

demand i n  c o l m  ( f ) .  For a l l  other types of  service, 
enter NA i n  c o l m s  (d), (e) and ( f ) .  Monthly NCP demand i s  
the maximum metered hourly (60-minute in tegrat ion)  demand 
i n  a month. Monthly CP demand i s  the metered demand 
during the hour (60-minute in tegrat ion)  i n  uhich the 
supplier 's system reaches i t s  monthly peak. Demand reported 
i n  colums(e) and ( f )  must be i n  megauatts. Footnote any 
demand not stated on a megauatt basis and explain. 
7. Report i n  c o l m  (g) the megawatthours shoun on b i l l s  

rendered t o  the purchaser. 
8. Report demand charges i n  colum (h), energy charges in  

c o l m  (i), and the t o t a l  o f  any other types of  charges, 
including out -of -per iod adjustments, i n  c o l m  C j ) .  Explain 
i n  a footnote a l l  components of  the amount shoun i n  c o l m  
( j ) .  Report i n  column (k)  the t o t a l  charge shoun on b i l l s  
rendered t o  the purchaser. 
9. The data in  column (g) through (k )  must be subtota l led 

based on the RO/Non-RO grouping (see i n s t r u c t i o n  41, and 
then t o t a l l e d  on the l a s t  l i n e  o f  the schedule. The 
llSubtotal - Roll amount i n  c o l m  (g )  must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
"Subtotal - Non-RP" amunt i n  c o l m  (g) nust be reported 
as Non-Requirements Sales For Resale on page 401,line 24. 

fo l lowing a l l  required data. 
10. Footnote ent r ies as required and prov ide exptanations 

12,840 
901 

13,708 
0 
80 

2,543 

223,435 52,480 27Ij,915 9 
30,118 3,791 33,909 10 
242,654 24,619 267,273 1 1  

740 121 861 12 
2,035 0 2,035 13 
79,401 11,050 90,451 14 
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other than ultimate consuners) transacted on a settlement 
basis other than power exchanges during the year. Do not 
report exchanges of electricity ( i.e., transactions 
involving a balancing of debits and credits for energy, 
capacity,etc.) and any settlements for imbalanced exchanges 
on this schedule. Pouer exchanges must be reported on the 
Purchased Power schedule (page 326-327). 
2. Enter the name of the purchaser in colum (a). Do note 

abbreviate or truncate the name or use acronyms. Explain in 
a footnote any ownership interest or affiliation the 
respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code 

based on the original contractual terms and conditions of 
the service as follous: 
RP - for requirements service. Requirements service is 

service uhich the supplier plans to provide on an ongoing 
basis (i.e., the supplier includes projected load for this 
service in its system resource planning). In addition, the 
reliability of requirements service must be the same as, or 
second only to, the supplier's service to its oun ultimate 
conswrs. 

L F  - for long-term service. 8tLong-term" means five years 
or longer and a6firm" means that service cannot be 
i 

SALES FOR RESALE (Account 447) 

interrupted for economic reasons and is intended to remain 
reliable even under adverse conditions (e.g., the supplier 
must attempt to buy emergency energy from third parties to 
maintain deliveries of LF service). This category should 
not be used for long-term firm service which meets the 
definition of RO service. For all transactions identified 
as LF, provide in a footnote the termination date of the 
contract defined as the earliest date that either buyer 
or seller can unilaterally get out of the contract. 

I F  - for intermediate-term firm service. The same as LF 
service except that "intermediate-term" means longer than 
one year but less than five years. 

SF - for short-term firm service. Use thiscafegory for 
a l l  firm services where the duration of each period of 
comnitment for service is one year or less.  

LU - for long-term service fran a designated generating 
unit. Yong-termal means five years or longer. The avail- 
ability and reliability of service, aside from trnnsmission 
constraints, must match the availability and reliobiiity of 
designated unit. 

I U  - for intermediate-term service fran a desgnated 
generating unit. The same as LU service except that 
llintermediate-term" means longer than one year but less 
than five years. 

Actual Demand(MH) 

nontffrFri?Ti ing Ax%?: &Xe: 
Stat's F RC Rate 

cP wynd NCP Demand (#-Name [Footno of C ompnxffy[.Public e I at 1 onsl Authority Ct&z!fi- cat 1 on Th%&% Demand (MU) 
(a) (b) ( C )  (d) (e) 

@ FORM N O . l  (REVISED. 12-90) 

1 NORAM Energy Serv 
2 Ohio Edison 
3 Orrville 
4 OVEC 
5 Pan Energy 
6 PECO Energy, Inc. 
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OS - f o r  other service. Use t h i s  category on ly  f o r  those demand i n  c o l m  ( f ) .  For a l l  other types of service, 
ervices which cannot be placed in  the above-defined 

i 
@4ega;$hours  

1,130 
19,328 

388 
878 
89 

151,519 
5,001 

19 
45 

2,158 
4,383 
5,762 

112 

categories, such as a l l  non- f i rm service regardless of the 
length o f . t h e  contract and service from designated u n i t s  o f  
less than one year. Describe the nature of the service i n  a 
footnote . 

A0 - f o r  out -of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments o r  "true-upsii f o r  serv ice provided 
i n  p r i o r  repor t ing years. Provide an explanation i n  a 
footnote f o r  each adjustment. 
4. Group requirements RP sales together and report them 

s t a r t i n g  a t  l i n e  nunber one. A f te r  l i s t i n g  a l l  RO sales, 
enter W h t o t a l  - RO" i n  column (a). The remaining sales 
may then be l i s t e d  i n  any order. Enter Whto_t_a1-Non-RPii 
in  c o l u m  (a) a f t e r  t h i s  l i s t i n g .  Enter BtTotalo' in  c o l u m  
(a) as the l a s t  l i n e  o f  the  schedule. Report subtota ls  and 
t o t a l  f o r  colunns (g)  through (k). 
5. In c o l m  (c), i d e n t i f y  the FERC Rate Schedule or  

T a r i f f  Number. On separate l ines, l i s t  a l l  FERC ra te  
schedules or  t a r i f f s  under which service, as i d e n t i f i e d  i n  
c o l u m  (b), i s  provided. 
6. For requirements RO sales and any type of  service 

invo lv ing demand charges imposed on a monthly (o r  longer) 
basis, enter the average monthly b i l l i n g  demand i n  c o l u m  
(d), the average monthly non-coincident peak (NCP) demand 

REVENUE 
Lint 

Other Charges Totel($) No. 
U I  (h+i+ ( k j  ) 

f24.495 $4,093 $28,588 1 
460,235 32,493 492,728 2 

78,729 30,513 109,242 4 

2,686,577 436,313 3,122,890 6 
83,135 3 , m  86,908 7 

304 55 359 8 
1,903 227 2,130 9 

66,347 5,796 72,143 10 
106,804 7,577 114,381 1 1  
105,956 15,488 121,444 12 
2.689 323 3.012 13 

7,103 454 7,557 3 

2,253 333 2,586 5 

enter NA i n  c o l m s  (d), (e) and ( f ) .  Monthly NCP demand i s  
the m a x i m  metered hourly (60-minute in tegrat ion)  demand 
i n  a month. Monthly CP demand i s  the metered demand 
during the hour (60-minute in tegra t ion)  i n  which the 
suppl ier 's  system reaches i t s  monthly peak. Demand reported 
in  colunns(e) and ( f )  must be in  megawatts. Footnote any 
demand not s ta ted on a megawatt basis and explain. 
7. Report i n  c o l u m  (9) the megauatthours shown on b i l l s  

rendered t o  the purchaser. 
8. Report demand charges i n  c o l m  (h), energy charges in  

colunn (i), and the t o t a l  o f  any other types of  charges, 
inc lud ing out -of -per iod adjustments, i n  colunn ( j ) .  Explain 

i n  a footnote a l l  components of  the amount show i n  c o l u m  
( j) .  Report i n  c o l m  (k)  the t o t a l  charge shown on b i l l s  
rendered t o  the purchaser. 

9. The data i n  colunn (9) through (k )  must be subtota l led 
based on the RO/Non-RO grouping (see i n s t r u c t i o n  41, and 
then t o t a l l e d  on the l a s t  l i n e  o f  the schedule. The 
"Subtotal - RP" amount i n  c o l m  (9) must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
8aSubtotal - Non-RQ'* amount i n  column (9) must be reported 
as Non-Requirements Sales For Resale on page 401,line 24. 

fo l lowing a l l  required data. 
10. Footnote ent r ies as required and prov ide exptanations 

- -  - -  
: a  
k3 
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Name of Res ndent This Report I $ : .  Year of Report 
KENTUCKY POKR COMPANY 

Dec. 31, 1996 
X An O r 1  i n a l  t 1 A Resu&ission 1 I I 

; .r than u l t ima te  consumers) transacted on a settlement 
basis other than pouer exchanges dur ing the year. Do not 
report  exchanges of e l e c t r i c i t y  ( i.e., transactions 
invo lv ing a balancing o f  debi ts  and c red i t s  f o r  energy, 
capacity,etc.) and any settlements f o r  imbalanced exchanges 
on t h i s  schedule. Pouer exchanges must be reported on the 
Purchased Power schedule (page 326-327). 

2. Enter the name of the purchaser i n  c o l k  (a). Do note 
abbreviate o r  t runcate the name or use acronyms. Explain i n  
a footnote any ounership i n te res t  o r  a f f i l i a t i o n  the 
respondent has u i t h  the purchaser. 

3. I n  c o l m  (b), enter a S t a t i s t i c a l  Classi f tc.at ion Code 
based on the o r i g i n a l  contractual  terms and conditions of  
the service as fo l l ous :  

RO - f o r  requirements service. Requirements service i s  
service uhich the suppl ier  plans t o  provide on an ongoing 
basis (i.e., the suppl ier  includes pro jected load f o r  t h i s  
service i n  i t s  system resource planning). In  addi t ion,  the 
r e l i a b i l i t y  of  requirements service must be the same as, or 
second only to, the suppl ier 's  service t o  i t s  oun u l t imate 
consumers. 

L F  - f o r  long-term service. "Long-term" means f i v e  years 
or longer and l a f i r m "  means that  service cannot be 

T a n ) (  y . P u b l i c  Author i ty  
[Footno e f f i  rat ions1 

(a) 

interrupted fo r  economic reasons and i s  intended t o  remain 
r e l i a b l e  even under adverse condi t ions (e.g., the suppl ier  
must attempt t o  buy emergency energy from t h i r d  pa r t i es  t o  
maintain de l i ve r ies  of  L F  service). This category should 
not be used f o r  long-term f i r m  service uhich meets the 
d e f i n i t i o n  of RP service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date of the 
contract defined as the e a r l i e s t  date tha t  e i t he r  buyer 
or se l l e r  can u n i l a t e r a l l y  get out o f  the contract .  

I F  - f o r  intermediate-term f i r m  service. The same as LF 

service except that  '*intermediate-term" means longer than 
one year but less than f i v e  years. 

SF - f o r  short- term f i r m  service. Use t h i s  category f o r  
a l l  firm services h e r e  the durat ion of  each per iod of  
comnitment f o r  service i s  one year o r  less. 

LU - f o r  long-term service from a designated generating 
unit. "Long-term" means f i v e  years o r  longer. The ava i l -  
a b i l i t y  and r e l i a b i l i t y  of  service, aside from transmission 
constraints, w s t  match the a v a i l a b i l i t y  and r e l i a b i l i t y  o f  
designated unit. 

I U  - f o r  intermediate-term service from a desgnated 
generating unit. The same as LU serv ice except that  
aaintermediate-term" means longer than one year but less 
than five.years. 

Actual Demand(MU) 

b:::c?; K c ? ;  u le  or Mont y Bi Ling c l i c a I  Stat 's -  . 
ca t i on  NCP Demand lxeragf . 

S c t ~ f  F R C  Rate 
a $ s r f i -  Tar1 Nunber Demand (MU) 

(b) ( C )  (d) 
os 1 Note (1) N/A N/A I N/A 

12 (Uisconsin Pouer I I N/A I N/A I 

IC JAES Pouer os 1 Note (1) N/A I N/A N/A 

- -  - 'I . +  Y- -;+ 
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Name of Res ndent This Report Is:. Date of  Re r t  
KENTUCKY PORR COMPANY 1 ij! 1 X 1 An A Resuhss ion  O r 1  i n a l  I (:?f3!%bYR 

categories, such as a l l  non- f i rm service regardless of  the 
length of the contract  and service from designated un i t s  of 
less than one year. Describe the nature of  the service i n  a 
foot  not e. 

out-of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments o r  01true-ups14 f o r  service provided 
i n  p r i o r  repor t ing years. Provide an explanation i n  a 
footnote f o r  each adjustment. 

4. Group requirements RO sales together and report  them 
s t a r t i n g  a t  l i n e  nLrmber one. A f te r  l i s t i n g  a l l  RO sales, 
enter ISubtotel  - RO" i n  colurm (a). The remaining sales 

may then be l i s t e d  i n  any order. Enter 81SubtoTal-Non-RO*1 
in  c o l m  (a)  a f t e r  t h i s  l i s t i n g .  Enter Vota18a i n  c o l u m  
(a )  as the l as t  l i n e  o f  the schedule. Report subtotals and 
t o t a l  f o r  co lums (9) through (k). 

5. In  c o l a  (c), i d e n t i f y  the FERC Rate Schedule or 
T a r i f f  Nunber. On separate l ines,  l i s t  a l l  FERC ra te  
schedules o r  t a r i f f s  under uhich service, as i d e n t i f i e d  i n  

c o l u m  (b), i s  provided. 
6. For requirements RO sales and any type of  service 

invo lv ing demand charges inposed on a monthly (or  longer) 
basis, enter the average monthly b i l l i n g  demand i n  c o l u m  
(d), the average monthly non-coincident peak (NCP) demand 

AD - for  

Year of  Report 
Dec. 31, 1996 

enter NA in  columns (d), (e) and ( f ) .  Monthly NCP demand i s  

the maximum metered hour ly (60-minute in tegrat ion)  demand 
i n  a month. Monthly CP demand i s  the metered demand 
dur ing the hour (60-minute in tegrat ion)  i n  uhich the 
suppl ier 's  system reaches i t s  monthly peak. Demand reported 
i n  colunms(e) and ( f )  must be i n  megauatts. Footnote any 
demand not stated on a megawatt basis and explain. 

7. Report i n  colunn (9) the megawatthours shown on b i l l s  
rendered t o  the purchaser. 

8. Report demand charges i n  c o l u m  (h), energy charges i n  

colunm (i), and the t o t a l  of  any other types o f  charges, 
including out -of -per iod adjustments, i n  c o l u m  (j). Explain 
i n  a footnote a l l  components o f  the amount s h o k  in  c o l m  
( j ) .  Report i n  column (k)  the t o t a l  charge shown on b i l l s  
rendered t o  the purchaser. 

9. The data i n  c o l m  (9) through (k)  must be subtota l led 
based on the RO/Non-RO grouping (see i n s t r u c t i o n  41, and 
then t o t a l l e d  on the l as t  l i n e  o f  the schedule. The 
"Subtotal - ROB' amount i n  c o l m  (9) must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
**Subtotal - Non-RO" amount i n  c o l m  (9) must be reported 
as Non-Requirements Sales For Resale on page 401,Line 24. 

fo l lowing a l l  required data. 
10. Footnote ent r ies as required and provide exptanations 

I 

11,785 
1,462 

1 c o l m  (e), and the average monthly coincident peak (CP) 

21 1,358 21,478 232,836 11 
41,519 3,114 44,633 12 

13 

0 1  t 1,392,454 I 1,392,454 1 14 
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Year of  Report ' Name of  Res d e n t  This Report 1 5 '  Date of Re o r t  
KENTUCKY POKR COnPANY 1 1 1  X An A Resuhission Or i ' i na l  I ( r f f34%6y' )  Dec. 31, 1996 

.I-. 

I y . P u b l i c  Author i ty  
IFootno e f f i  i a t i o n s l  

1. Report : : l  sales f o r  resale (i.e., sales t o  purchasers 
than ::timate consraners) transacted on a settlement 

Actual Demand(MU) 

NCP Demand CP D mand 
I Stat 's  ica1 TikFf l  F RC u l e  Nunber Rate or Demand MontffrE?tling (MU) 11 I 
L l f i  

( C )  (d) 

basis other inan pouer exchanges dur ing the year. Do not 
report  exchanges o f  e l e c t r i c i t y  ( i.e., transactions 
invo lv ing a balancing o f  debi ts  and c red i t s  f o r  energy, 
capecity,etc.) and any settlements f o r  imbalanced exchanges 
on t h i s  schedule. Pouer exchanges must be reported on the 
Purchased Power schedule (page 326-327).  

2. Enter the name of the purchaser i n  coltmm (a). Do note 
abbreviate o r  t runcate the name or use acronyms. Explain in  
a footnote any ownership i n te res t  or  a f f i l i a t i o n  the 
respondent has wi th  the purchaser. 

3 .  I n  c o l u ~  (b), enter a S t a t i s t i c a l  Class i f iFat ion Code 
based on the o r i g i n a l  contractual  terms and c o k i t i o n s  of  
the 'serv ice as fo l lous:  

RO - f o r  requirements service. Requirements service i s  
service uhich the suppl ier  plans t o  provide on an ongoing 
basis (i.e., the suppl ier  includes projected load fo r  t h i s  
service i n  i t s  system resource planning). I n  addi t ion,  the 
r e l i a b i l i t y  o f  requirements service must be the same as, or 
second only  to, the suppl ier 's  service t o  i t s  oun ul t imate 
consuners. 

LF - f o r  long-term service. OaLong-termaa means f i v e  years 
or longer and alfirmta means that  service cannot be 

I 

onynx 
o[.Public Author i ty  

IFootno e f f i  i a t i o n s l  

(a) 
1 Carolina PBL 
2 CATEX-VITOL Elec 
3 Citizens-Lehman Pur 
4 Koch Pouer Serv 
5 PECo Energy, Inc 
6 PHIERO, Inc 

interrupted f o r  economic reasons and i s  intended t o  remain 
r e l i a b l e  even under adverse condi t ions (e.g., the suppl ier  

must attempt to ,buy emergency energy from th i rd  pa r t i es  t o  
maintain de l i ve r ies  of LF service).  This category should 
not be used f o r  long-term f i r m  serv ice uhich meets the 
d e f i n i t i o n  of  RO service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date of  the 
contract  def ined as the e a r l i e s t  date tha t  e i t he r  buyer 
or s e l l e r  can u n i l a t e r a l l y  get out o f  the contract .  

I F  - f o r  intermediate-term f i r m  service.  The same as LF 
service except that  "intermediate-termal means longer than 
one year but less than f i v e  years. 

SF - f o r  short- term f i r m  service. Use t h i s  category f o r  
e l l  f i r m  services where the durat ion of each per iod o f  
comnitment f o r  service i s  one year or less. 

LU - f o r  long-term service from a designated generating 
unit. "Long-term8I means f i v e  years or longer. The a v a i l -  
a b i l i t y  and r e l i a b i l i t y  o f  service, aside from transmission 
constraints,  must match the a v a i l a b i l i t y  and r e l i a b i l i t y  o f  
designated unit. 

I U  - f o r  intermediate-term service from a desgnated 
generating unit. The same as LU serv ice except tha t  
"intermediate-terma1 means longer than one year but less 
than f i v e  years. 

Actual Demand(MU) 
Stat 's  F RC Rate p r a g t  

C f a s s i f i -  Tar i  Nunber Demand (MU) 
ca t i on  NCP Demand 

(b) ( C )  (d) (e )  

i:::hs?: 
(7) CP D mand 

Mont l y  B i  l i n g  i2::cs; ica1 S c l w l e  or 

os Note (1)  N/A N/A N/A 

os Note (1) N/A N/A N/A 

os Note ( 1 )  N/A N/A N/A 

os Note (1 )  N/A N/A N/A 

os Note (1) N/A N /A  N/A 

os Note (1) N/A N/A N/A 

I I I I I I 

8 [SUBTOTAL-NON-RO I 1 I 
' 9  I I I I I I I 
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Name of Res ondent This Report I $ : .  Date of Re o r t  
' :8t3?io6YF' 

X A n  O r i  i n a l  I 131 t 1 A Resu&ission I i KENTUCKY P o B R  CwPANY 

categories, such as a l l  non-f irm service regardless of the 
length of  the contract and serv ice from designated u n i t s  o f  
less than one year. Describe the nature of  the service i n  a 
footnote . 

AD - f o r  out -of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments or  *strue-ups8B f o r  service provided 
i n  p r i o r  repor t ing years. Provide an explanation i n  a 
footnote f o r  each adjustment. 

4 .  Group requirements RO sales together and report them 
s t a r t i n g  a t  l i n e  n u h e r  one. A f te r  l i s t i n g  a l l  RP sales, 
enter IlSUbtota1 - ROB* i n  c o l m  (a). The remaining sales 
may then be l i s t e d  in any order. Enter 1sSubto_fal-Non-RP8* 
i n  c o l m  (a) a f t e r  t h i s  l i s t i n g .  Enter *ITota<; i n  c o l m  

(a) as the l a s t  l i n e  o f  the schedule. Report subtotals and 
t o t a l  f o r  co lums (g) through (k). 

5 .  In  c o l u m  (c), i d e n t i f y  the FERC Rate Schedule or  
T a r i f f  Nunber.  On separate l ines, l i s t  e l l  FERC ra te  
schedules or  t a r i f f s  under uhich service, as i d e n t i f i e d  i n  
c o l u m  (b), i s  provided. 

6 .  For requirements RO sales and any type of  service 
invo lv ing demand charges inposed on a monthly (or longer) 
basis, enter the average monthly b i l l i n g  demand in  c o l m  
( d ) ,  the average monthly non-coincident peak (NCP) demand 
ki c o l m  ( e ) ,  and the average monthlv coincident w a k  (CP) 

Year of  Report 
Dec. 31,  1996 

enter NA i n  columns (d), ( e )  and ( f ) .  Monthly NCP demand i s  
the maximum metered hourly (60-minute in tegra t ion)  demand 
in  a month. Monthly CP demand i s  the metered demand 
during the hour (60-minute in tegra t ion)  i n  uhich the 
suppl ier 's  system reaches i t s  monthly peak. Demand reported 
i n  colums(e)  and ( f )  must be i n  megawatts. Footnote any 
demand not s ta ted on a megauatt bas is  and explain. 

7 .  Report in  c o l u m  (9) the megauatthours shoun on b i l l s  
rendered t o  the purchaser. 

8. Report demand charges i n  c o l m  (h), energy charges i n  
column (i), and the t o t a l  o f  any other types of  charges, 
including out -of -per iod adjustments, i n  colunm ( j ) .  Expla in  
in  a footnote a l l  components of  the amount shoun i n  c o l m  
( j) .  Report i n  column (k )  the t o t a l  charge shoun on b i l l s  
rendered t o  the purchaser. 

9 .  The data i n  c o l m  (g) through (k) must be subtota l led 
based on the RO/Non-RO grouping (see i n s t r u c t i o n  41, and 
then t o t a l l e d  on the l a s t  l i n e  o f  the schedule. The 
"Subtotal - R08* amount i n  colunn (g) must be reported as 
Requirements Sales For Resale on page 401, l i n e  23. The 
l*SUbtotal - Non-RP*' amount i n  colunn (g) must be reported 
as Won-Requirements Sales For Resale on page 401,line 24. 

fo l lou ing  a l l  required data. 
10. Footnote en t r ies  as required and prov ide exptanations 

e e g a u $ h o u r s  

41,921 
2,295 

84,930 
92,761 

8,799 
48.667 

Lint 
Other Charges TOtFJ l ($ )  No. 

(h+i+ ( k j  ) 

5149,079 $149,079 1 
22,030 22,030 2 

643,252 643,252 3 
751,659 751,659 4 

64,750 64,750 5 
337.157 337.157 6 

3,597,021 

3,600,301 

I 5 

1 2  
13 
14 

~~ ~~ 

7 
2,740,060 44,660,412 7,219,546 54,628,018 a 

9 
4,199,245 45,701,241 7,240,306 57,140,792 10 

1 1  
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c Page 310 Line 14 Column c > 

note (1) - AEP Power Sales Tariff, AEP companies FERC Electril _. 

Tariff Original Volume 2 

c L 

e Page 311 Line 6 Column j =. 
Amounts in Column J, Page 311, Line 6 thru Page 311.6 Line 12 
Represent Transmission Charges Associated with Account 447. 

c Page 311.6 Line 14 Column j > 

Amounts in Column J, Page 311.6 line 14 thru 311.7 line 6 
represents coal convers-ion services and related transmission 
charges. 
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1 Name of  Res ndent This Report I $ : .  Date of  Report Year of Report 
I KENTUCKY P O E R  COnPANY X An Or1 inal 
I 1 t 1 A Resuhission 1 1 

(%3?%6Yr) Dec. 31, 1996 
I .  

Ac c oun t Amount for Curre t Year 
(a) ( E )  

Amouut for 
Previous Year 

( C )  1 -  .-. 
1 "  1. POUER PRODUCTION EXPENSES 
2 A. Steam Power Generation 
3 Operation 
4 

, 5 (501) Fuel 
1 6 (502) Steam Expenses 
! 7 (503) Steam from Other Sources 
1 8 (Less) (504) Steam Transferred--Cr. 
, 9 (505) Electric Expenses 
1 10 (506) Miscellaneous Steam Power Expenses 
1 11 (507) Rents . -. 

1 13 
' 14 Maintenance 

L 

(500) Operation Supervision and Engineering 

1 

j 12 (509) Allowance 
TOTAL Operation (Enter Total of Lines 4 thru 12) 

(510) Maintenance Supervision and Engineering 

(512) Maintenance of Boiler Plant 

15 

I 16 (511) Maintenance of Structures 
17 

: 18 (513) Maintenance of Electric Plant 
. 19 (514) Maintenance of Miscellaneous Steam Plant 

20 TOTAL Maintenance (Enter Total of Lines 15 thru 19) 
21 

22 B. Nuclear Power Generation 
TOTAL Power Production Expenses--Steam Power (Enter Total of Lines 13 and 20) 

.-. .-. I 

$2,572,976 $1,922,504 

2,745,938 1,874,757 
t 67,697,233 80,336,820 

784,123 
2,055,334 2,141,333 

9,945 8,604 

(264,640) 
$75,030,690 $87,068,141 

$2,315,536 $1,479,666 

11,649,423 7,929,911 
2,200,845 2,045,764 

828,591 705,948 
'618,634,274 813,065,142 

593,665,164 $100,133,283 

214,104 

1,639,879 903, a53 

?,.Operation 

27 
28 
29 
30 

(520) Steam Expenses 
(521) Steam from Other Sources 
(Less) (522) Steam Transferred--Cr. 
(523) Electric Expenses 

35 i(528) Maintenance Supervision and Engineering 
36 ((529) Maintenance of Structures 
37 l(530) Maintenance of Reactor Plant Equipnent 
38 ((531) Maintenance of Electric Plant 
39 l (532) Maintenance of Miscellaneous Nuclear Plant 
40  ITOTAL Maintenance (Enter Total of lines 35 thru 39) 
4 1  

12 I C. Hydraulic Power Generation 
43 /Operation 
i L  l (535) Op= -ion Supervision and Engineering 
4 5  /(536) we for power 
46 i (537) H ~ L  &;tic Expenses 
L 7  l(538) E1e::ric Expenses 
18 i (539) Misce. laneous Hydraulic Power Generation Expenses 

._ . .  'f5LO) Rents 
k-. ;:TOTAL Operation (Enter Total of lines 44 thru 49) 

. 

/TOTAL Power Production Expenses--Nuclear Power (Enter total of Lines 33 and 40) 

. .. 

- -  

0 0 

_- 
- -- 

1 -  
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Date of Re ort Name of Res ndent This Report Is-. KENTUCKY P O K R  COMPANY I !jj X 1 An A Resuhission Ori'inal I (%3%6") 
I P 

. ~ .  - - I 

ELECTRIC OPERATION AND MAINTENANCE EXPENSES(Cont inued) 
Amount for Account Amount for 

Current Year (b) Previous Year (c) 

Year of Report 
Dec. 31, 1996 

53 
54 
55 
56 
57 

(5411 Maintenance Supervision and Engineering 
(542) Maintenance of Structures 
(543)  Maintenance of Reservoirs, D a m ,  and Uateruays 
(544)  Maintenance of Electric Plant 
(545)  Maintenance of Miscellaneous Hydraulic Plant 

58 
59 
60 
61 

TOTAL Maintenance (Enter Total of lines 53 thru 57)  
TOTAL Power Production Expenses-Hydraulic Power(Enter total of lines 50 and 5 8 )  0 1  0 

D. Other Power Generation 
Operation 

=FORM NO.l (REVISED. 12-93)  PAGE 321 

62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 

(546)  Operation Supervision and Engineering 
(547)  Fuel 
( 5 4 8 )  Generation Expenses 
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- 
(549)  Miscellaneous Other Power Generation Expenses 
(550) Rents 

Maintenance 
(5511 Maintenance Supervision and Engineering 
(552) Maintenance of Structures 
(553)  Maintenance of Generating and Electric Plant 
(554)  Maintenance of Miscellaneous Other Power Generation Plant 

TOTAL Maintenance (Enter Total of lines 69 thru 7 2 )  

- 
- 

TOTAL Operation (Enter Total of lines 62 thru 66)  - .~ - 

, 87 
88 
89 

j 91 
i 92 

93 
! 94 

I 95 
! 96 
I 97 
' 98 
s 99 
_. .?;? 
:'. ' -5 \e .: 

. '  1D2 

1 90 

I 

'X  

(564)  Underground Lines Expenses 0 0 
(565)  Transmission of Electricity by Others (3,041,968) (3,482,4281 
(566)  Miscellaneous Transmission Expenses : 751,170 724,999 

($594.911) (81,305,229) 
(567)  Rents 1,729 8,049 

TOTAL Operation (Enter Total of lines 83 thru 9 0 )  
Maintenance 
(568)  Maintenance Supervision and Engineering 1233,318 $324,089 
(569)  Maintenance of Structures 42,957 29,797 
(570)  Maintenance of Station Equipnent 1,143,491 964,051 
(571)  Maintenance of Overhead Lines 858.52 1 829,654 
(572 )  Maintenance of Underground Lines 0 57 
( 5 7 3 )  Maintenance of Miscellaneous Transmission Plant 52,414 (7,358 1 

TOTAL Maintenance (Enter Total of lines 93 thru 98)  $2,330,701 52,140,290 
TOTAL Transmission Expenses (Enter Total of lines 91 and 9 9 )  $1 ,TJ5,790 $835,061 

3 .  OlSTRlBUTlON EXPENSES 
Operation 
(580)  Operation Supervision and Engineering 81,180,294 1 $1,226,402 



Name O f  Res d C l t  This Report I $ : .  Date of  Re o r t  
KENTUCKY POER COMPANY I tJl t X 1 An A Resu&lission O r 1  i n a l  1 '??13!896ye' 

Year of  Report 
Dec. 31, 1996 

Amount fo r  
Current Year 

(b) 
Account 

(a)  

Amount For 
Previous Year 

( C )  

105 l(581) L a d  DisDatchins $129.644 1 $3.917 
1106 
107 
(108 
109 
110 

I 1 1 1  
ill2 
j113 
1114 

- 
(582) Sta t ion  Expenses 196,527 187,389 
(583) Overhead L ine Expenses 290,801 266,706 
(584) Underground L ine Expenses 13,832 5,451 

(586) Meter Expenses 993 * 478 1,001,506 
(587) Custuner I n s t a l l a t i o n s  Expenses 312,126 408,054 

(589) Rents 369,568 446,503 
TOTAL O w r a t i o n  (Enter Tota l  o f  l i nes  103 t h r u  113) $6,136,555 $7,398,106 

(585) Street  L igh t ing  and Signal System Expenses 43,851 58,335 

(588) Miscellaneous Expenses 2,606,434 3,793 ,843 

117 
118 
119 
120 
121 
122 
123 
124 
125 
126 -- 

(591) Maintenance of Structures 48,502 16,294 
(592) Maintenance of  S t a t i o n  Equipment 562,259 442.91' 

8,339,8- (593) Maintenance o f  Overhead Lines 
(594) Maintenance o f  Underground Lines 132,218 151.21 
( 5 9 5 )  Maintenance of L ine Transformers 845,170 950,965 
(596) Maintenance of St reet  L igh t ing  and Signal Systems 144,362 69,287 
(597) Maintenance of  Meters 243,632 274,494 
(598) Maintenance of  Miscellaneous D i s t r i b u t i o n  Plant 232,475 251,037 

TOTAL Maintenance (Enter Total o f  t ines 116 t h r u  124) $10,317,087 $11,287,510 
TOTAL D i s t r i b u t i o n  Expenses (Enter Total of Lines 114 and 125) $16,453,642 $1 8,685,616 

- 
7,584,978 

4.CUSTOMER ACCOUNTS EXPENSES 

901) Supervision 
e r  Reading Expenses 

131 (903) Customer Records and Co l lec t ion  Expenses 

132 (904) Unco l lec t ib le  Accounts 
133 Miscellaneous Customer Accounts Expenses 
134 I TOTAL Customer Accounts Exwnses (Enter Total of  l i nes  129 t h r u  133) 
- .  

$476,997 5324.026 
1,617,851 1,849,387 
4,345 * 986 3,323,094 
1,507,734 925,000 
405,100 645,720 

$8.353.668 $7,067,227 - 
135 1 5. CUSTOMER SERVICE AN0 INFORMATIONAL EXPENSES 
i36 15peration 
'37 l(907) Supervision 

. .  I 

$388.983 I $792,403 
I 

138 (908) Customer Assistance Expenses 
139 (909) Information and Ins t ruc t iona l  Expenses 
140 
141 TOTAL Cust. Service and Informational Exp.(Enter Total of l i nes  137 t h r u  140) 
i42 6. SALES EXPENSES 
143 Operation 
144 (911) Supervision 

i45 

(910) Miscellaneous Customer Service and Information Expenses 

(912) Demonstrating and S e l l i n g  Expenses 
iL6 (913) Adver t is ing Expenses 
147 (916) Miscellaneous Sales Expenses 

i48 \ T O T A L  

~ 4 9  i 
!50 loperat:. 
1 5 i  i(920) Adminis t ra t ive and General Salar ies 
i s2  /(921) Off ice Supplies and Expenses 

Expenses (Enter Total of l i nes  144 t h r u  147) 
7. ADMINISTRATIVE AN0 GENERAL EXPENSES 

_.-1 

Ci . . g ~ e s s )  (922) Adminis t ra t ive Expenses Transferred--Credit 

1,061,609 
40,331 164,106 

~4,781,834 $2,332,055 

3,290,795 

1,061,725 313,737 

3,261 5,370 

419,786 455,922 
112,651 99,895 

$535,698 $561,187 I 

$4,503,868 $7,550,016 
4,452,493 3,876,841 

1 46,949 128 



NUMBER OF ELECTRIC DEPARTMENT EMPLOYEES 

I .  The data on n h r  of  employees should be reported f o r  

']roll per iod ending 6D days before or  a f t e r  October 31. 

construction employees i n  a footnote. 

the payro l l  per iod ending nearest t o  October 31, or any 3. The number o f  employees assignable t o  the e l e c t r i c  
department from j o i n t  functions o f  combination u t i l i t i e s  may 

2. If the respondent's p a y r o l l  f o r  the repor t ing per iod be dete mined by estimate, on the bas is  o f  employee equi- 
cludes any special const ruct ion personel, include such valents. Show the estimated number of equivalent employees 
loyees on l i n e  3, and show the nunber of  such special a t t r ibu ted  t o  the e l e c t r i c  department from j o i n t  functions. 

. Payro l l  Period Ended (Date) 12/31 /96 
I 2. Tota l  Regutar Ful l-Time Enployees 717 

I 4. Total Employees 71 8 
1 3 .  Total Part-Time and Temporary Employees 1 
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< Page 320 Line 2 Column B > 

ACCOUNT 50199 

KENTUCKY POWER COMPANY 
Attachment 1 

Page 125 of 397 
KPSC Case No. 99-149 

TC (1st Set) 
Order Dated April 22, 1999 

Item No. 3 

Includes a debit pertaining to the Deferred Fuel Costs of 
$683,350 applicable to current year. 

c Page 323 Line 162 Column B > 

- 
Charges to Account 930.1 - General Advertising Expenses, include 
costs for advertising as usually defined (i.e., newspaper, radio 
and television advertisements), as well as other public affairs 
emenditures of a general informational or educational nature 
w’ ch are included in this account in accordance with FERC 
accounting requirements. Of the total charged to this account 
in 1996 $130,757 was related to advertising as usually defined 
and $21,217 was related to other activities. 

Page 320-323 Footnote.1 
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Year of  Report 
Dec. 31, 1996 

Name of  Res ndent This Report I $ : .  Date of Re o f t  1 !J! X 3 An A Resuhission O r 1  i na l  1 'Cft3'l$06'F' 
KENTUCKY POER COnPANY 

r 

invo lv ing a balancing of  debi ts  and credi ts  f o r  

energy, capacity, etc.) and any settlements f o r  
imbalanced exchanges. 

2. Enter the name o f  the s e l l e r  or  other par ty  i n  an 

exchange t ransact ion in  c o l u m  (a). Do not abbreviate 
o r  t runcate the name o r  use acronyms. Explain i n  a 
footnote any o w r s h i p  i n te res t  o r  a f f i l i a t i o n  the 
respondent has wi th  the se l l e r .  

3. In  coltnn(b), enter a S t a t i s t i c a l  C lass i f i ca t i on  Code 
based on the o r i g i n a l  contractual  terms and 
condi t ions o f  the serv ice as fo l lows: 

RO - f o r  requirements service. Requirements service 
i s  service uhich the suppl ier  plans t o  provide on an 
ongoing basis(  i.e., the suppl ier  includes projected 
load f o r  t h i s  serv ice i n  i t s  system resource 
planning). I n  addi t ion,  the r e l i a b l i l i t y  of  
requirement serv ice must be the same as, or second 
only  to, the suppl ier 's  service t o  i t s  own u l t imate 
consuners. 

. -. 

i ne 
No. 

1 
2 

LF - f o r  long-term f i r m  service. "Long-term" means f i v e  , years o r  longer and 'lfirm*' means that  service cannot 
9 be in ter rupted f o r  economic reasons and i s  intended 

Actual Demend(MW) 

M",WY 
CP Demand 

A:::ta; 
Name o C 
or  P u b 1  i c F R J r  i t y  

cat ion (Footnote A i l l a t i o n s )  
NCP Demand 

(a)  (b) ( C )  (d) (e) ( f )  

AEP Generating Co. (3 )  RP AEG 1 W/A N /A N /A 

(2 )  

long-term f i r m  service which meets the d e f i n i t i o n  
of RP service. For a l l  t ransact ions i d e n t i f i e d  

as LF, provide in  a footnote the terminat ion date 
of  the contract  defined as the e a r l i e s t  date tha t  
e i t he r  buyer or s e l l e r  can u n i l a t e r a l l y  get out 
of  the contract. 

5 I l n d i a n a w l i s  Power 8 Light  I I F  1 IMPCO 21 N/A N/A 

I F  - f o r  intermediate-term f i r m  service. The same as 
LF service expect that  "intermediate-term" means 
longer than one year but less than f i v e  years. 

N/A 

SF - f o r  short- term service. Use t h i s  category f o r  
a l l  f i r m  services, uhere the durat ion o f  each per iod 

of comnitment f o r  service i s  one year or l ess . -  

LU - f o r  long-term service from a designated 
generating unit. "Long-termi1 means f i v e  years or 
longer. The a v a i l a b i l i t y  and r e l i a b i l i t y  o f  service, 
aside from transmission constraints,  must match the 
a v a i l a b i l i t y  and r e l i a b i l i t y  o f  the designated unit. 

I U  - f o r  intermediate-term service from a designated 
generating unit. The same as LU serv ice expect t ha t  
"intermediate-term" means longer than one year but 
less than f i v e  years. 

EX - For exchanges of  e l e c t r i c i t y .  Use t h i s  category 
fo r  transactions invo lv ing a balancing of  debi ts  and 
c red i t s  f o r  energy,capacity, etc. and any settlements 
f o r  inhalanced exchanaes. 

,A:- 

t o  remain r e l i a b l e  even under adverse condi t ions 
(e.g., the suppl ier  must attempt t o  buy emergency 
energy from t h i r d  p a r t i e s  t o  maintain de l i ve r ies  of 

14 1Public Service of Indiana IHPCO 24 N/A N/A I 1 

e RH N O . l  (REVISED 12-90) 
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Date of Re ort Name of Res ndent This Report 15:. 
X An Or1 inal '79)3?$9bYF) KENTUCKY P Z R  COMPANY 1 l $ j  t 1 A Resuhission I 

services which cannot be placed in the above-defined 
categories, such as all nonfirm service regardless of the 
length of the contract and service fran designated units 
of less than one year. Describe the nature of the service 
in a footnote for each adjustment. 

Year of Report 
Dec. 31, I996 

AD - for out-of-period adjustment. Use this code for any 
accounting adjustments or "true-ups" for service provided 
in prior reporting years. Provide an explanation in a 

In c o l u m  (c), identify the FERC Rate Schedule Number or 
, Tariff, or, for nonFERC jurisdictional sellers: include an 
~ appropriate designation for the contract. On separate lines, 

list a l l  FERC rate schedules, tariffs or contract designa- I 
~ tjons under which service, as identified in column (b), is 

For requirements RP purchases and any type of services 
involving demand charges inposed on a monthly ( or longer) 
basis, enter the monthly average billing demand in c o l m  
(d), the average monthly non- coincident peak (NCP) demand 
in c o l u m  (e),  and the average monthly coincident peak (CP) 
demand in colum (f). For a l l  other types of  service, enter 
NA in colunns (d), (e) and (f). Monthly NCP demand is the 
.ximan metered hourly (60-minute integration) demand in a 
nth. Monthly CP demand is the metered demand during the 
ur (60-minute integration) in which the supplier's 

system reaches its monthly peak. Demand reported in 

4. footnote for each adjustment. 

5. provided. 

Megawatthours 
Purchased 

(9) 
2,505,898 

POWER EXCHANGES COST/SETTLEMENT OF POWER 
Me awafthours Me a Bttho rs Demand Charges Enerfr)Charges Other Charges Total (j+k+l 

(h) ( i )  (j) (k) ( 1 )  (m). 

of  Settlement 1s) Line 
No. jecei ved BeY, vere! ($1 ($1 

$9,634 %67,365,089 $67,374,723 1 
2 

columns (e) and ( f) must be in megawatts. Footnote any 
demand not stated on a megawatt basis and explain. 

6. Report in c o l h  (g) the megauatthours shown on bills 
rendered to the respondent. Report in column ( h) and ( i )  
the megawatthours of power exchanges received and delivered, 
used as the basis for settlement.Do not report net exchange. 

7. Report demand charges in column (j), energy charges in 
c o l m  (k ) ,  and the total of any other types of charges, 
including out-of-period adjustments, in column (11,  Explain 
in a footnote all components of the amount shown in colum 
(1). Report in column (m) the total charge shown on bills 
received as settlement by the responden?. For power 
exchanges, report in colum (m) the settlement amount for 
the net receipt of energy.lf more energy was delivered than 
received, enter a negative amount. If the settlement amount 
(1) include credits or charges other than incremental 
generation expenses, or (2)  excludes certain credits or 
charges covered by the agreement, provide an explanatory 
footnote . 

8. The data in c o l u m  (9) through (m) must be totalled on the 
last line of the schedule. The total amount in c o l m  (9) 
must be reported as Purchases on page 401, line 10. The 
total amount in column (h) must be reported as Exchange 
Received on page 401, line 12. The total amount in column 
( i )  must be reported as Exchange Delivered on page 401, 
line 13. 

9. Footnote entries as required and provide explanations 
following a l l  required data. 

Q .. . 
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This Report Is:. Date of Report 

[ 1 A Resu&ission 1 '%h%6Y 
X An O r 1  i n a l  1 

PURCHASE0 POUER (Account 5 5 5 )  
e r  exchanges) 

Year of  Report 

Dec. 31, 1996 

( Including poul 
. Report a l l  pouer purchases made dur ing the year. lso long-term f i r m  service which meets the d e f i n i t i o n  

i -  
report  exchanges of  e l e c t r i c i t y  (i.e. transactions , 
invo lv ing a balancing of  debi ts  and c red i t s  f o r  
energy, capacity, etc.) and any settlements f o r  

2. Enter the name of the s e l l e r  or  other par ty  in  an 
exchange t ransact ion i n  colunn (a). Do not abbreviate 
o r  t runcate the name or use acronyms. Explain in  a 
footnote any ownership i n te res t  o r  a f f i l i a t i o n  the 
respondent has wi th  the se l l e r .  

3.  I n  colum(b),  enter a S t a t i s t i c a l  C lass i f i ca t i on  Code 
based on the o r i g i n a l  contractual  terms and 
condi t ions o f  the serv ice as fo l ious:  

RO - f o r  requirements service. Requirements service 
i s  serv ice which the suppl ier  plans t o  provide on an 
ongoing basis(i.e., the suppl ier  includes projected 
load f o r  t h i s  serv ice in  i t s  system resource 
planning). In  addi t ion,  the r e l i a b l i l i t y  of  
requirement serv ice must be the same as, or second 
only  to, the supp l i e r l s  service t o  i t s  oun u l t imate 
consuners. 

1 
i i h a l a n c e d  exchanges. 

- 

LF - f o r  long-term f i r m  service.  "Long-termB1 means f i v e  
years or longer and * I f i r m "  means that  service cannot 

i be in ter rupted f o r  econanic reasons and i s  intended 
t o  remain r e l i a b l e  even under adverse condi t ions 
(e.g., the suppl ier  must at tenpt t o  buy emergency 
energy fran t h i r d  pa r t i es  t o  maintain de l i ve r ies  of  
LF service). This category should not be used f o r  

o f  RP service. For all t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date 
of  the contract .defined as the e a r l i e s t  date that  
e i t he r  buyer or se l l e r  can u n i l a t e r a l l y  get out 
of  the contract. 

I F  - f o r  intermediate-term f i r m  service. The same as 
LF service expect that  gaintermediate-term" means 
longer than one year but less than f i v e  years. 

SF - f o r  short- term service. Use t h i s  category f o r  
a l l  f i r m  services, where the durat ion o f  each per iod 
o f  comnitment f o r  service i s  one year o r  less. 

LU - f o r  tong-term service from a designated 
generating unit. means f i v e  years o r  

longer. The a v a i l a b i l i t y  and r e l i a b i l i t y  o f  service, 
aside from transmission constraints,  must match the 
a v a i l a b i l i t y  and r e l i a b i l i t y  o f  the designated unit. 

1U - f o r  intermediate-term service from a designated 
generating unit. The same as LU serv ice expect t ha t  
"intermediate-term" means longer than one year but 

less than f i v e  years. 

i... 

EX - For exchanges o f  e l e c t r i c i t y .  Use t h i s  category 
f o r  transactions involv ing a balancing o f  debi ts  and 
c red i t s  f o r  energy,capacity, etc. and any settlements 
f o r  imbalanced exchanges. 

NO. -V ISED 12-90) 
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Date o f  Report ' Name of  Res ndent This Report I $ : .  
KENTUCKY POER COMPANY 1 [jj t X 3 A n  A Resuhission O r 1  i n a l  1 '%3?/a96Y 

services uhich cannot be placed i n  the above-defined 
categories, such as a l l  nonfirm service regardless of  the 
length of  the contract  and service from designated u n i t s  
of less than one year. Describe the nature of the service 
i n  a footnote f o r  each adjustment. 

Year of  Report 
Dec. 31, 4996 

AD - f o r  out -of -per iod adjustment. Use t h i s  code f o r  any 
accounting adjustments or 8'true-ups" f o r  service provided 
in p r i o r  repor t ing years. Provide an explanation in  a 

In  CO~JNI (c) ,  i d e n t i f y  the FERC Rate Schedule Nunber or 
T a r i f f ,  or ,  f o r  nonFERC j u r i s d i c t i o n a l  se l lers .  include an 
appropriate designat ion f o r  the contract. On separate Lines, 
l i s t  a l l  FERC r a t e  schedules, t a r i f f s  or contract  designa- 
t i ons  under uhich service, as i d e n t i f i e d  in calm (b), i s  

For requirements RP purchases and any tVpe o f  services 
invo lv ing demand charges imposed on a monthly ( or longer) 
basis, enter the monthly average b i l l i n g  demand i n  c o l u m  
(d), the average monthly non- coincident peak (NCP) demand 
in  c o l u m  (e), and the average monthly coincident peak (CP) 
demand in c o l u m  (f). For a l l  other types of service, enter 
NA i n  colunns (d), (e) and (f) .  Monthly NCP demand i s  the 

)nax imm metered hour ly  (60-minute in tegrat ion)  demand i n  a 

4. footnote fo r  each adjustment. 

5. provided. 

month. Monthly CP demand i s  the metered demand dur ing the 
our (60-minute in tegrat ion)  in  uhich the suppl ier ls  
ystem reaches i t s  monthly peak. Demand reported i n  F 

colurns (e) and ( f )  must be i n  megauatts. Footnote any 
demand not stated on a megawatt basis and explain. 

6. Report i n  column (g) the megawatthours shorn on b i l l s  
rendered t o  the respondent. Report in  column ( h) and (i) 
the megauatthours of power exchanges received and delivered, 
used as the basis fo r  settlement.Do not report  net  exchange. 

7. Report demand charges i n  colunn (j), energy charges i n  
c o l u m  (k), and the t o t a l  o f  any other types o f  charges, 
including out-of-per iod adjustments, i n  c o l u m  ( 1 ) .  Explain 
i n  a footnote a l l  components o f  the amount shown in  c o l u m  
( 1 ) .  Report in  column (m) the t o t a l  charge shorn on b i l l s  

received as settlement by the respondent. For power 
exchanges, report  i n  colunn (m) the settlement mount f o r  
the net receipt  of  energy.lf more energy was del ivered than 
received, enter a negative amount. I f  the setttement amount 
(1) include credi ts  or charges other than incremental 
generation expenses, or (2 )  excludes ce r ta in  c red i t s  or 
cherges covered by the agreement, provide an explanatory 
footnote. 

8. The data i n  coltmm (g) through (m) must be t o t a l l e d  on the 
l as t  line of the schedule. The t o t a l  amount i n  colunn ( 9 )  
must be reported as Purchases on page 401, l i n e  10. The 
t o t a l  amount in  column (h) must be reported as Exchange 
Received on page 401, l i n e  12. The t o t a l  amount i n  c o l m  
(i) must be reported as Exchange Del ivered on page 401, 
l i n e  13. 

9. Footnote ent r ies as required and provide explanations 
fo l lowing a l l  required data. 
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NF ' f  Res ndent This Report Is:. Date o f  Report Year of Report 
'?8t3?%6Y r, Dec. 31, 1996 

X A n  O r i  i na l  [ 1 A Resuhission I 1 K E h  n-CKY POeR COMPANY 

- 
- .  - -  D 1. Report a l l  pouer purchases made dur ing the year. lso 

,L ine No. 

1 

2 
3 

- L 

5 

report  exchanges o f  e l e c t r i c i t y  (i.e. transactions 
invo lv ing a balancing o f  debi ts  and c red i t s  f o r  
energy, capacity, etc.) and any settlements f o r  
imbalanced exchanges. 

2.  Enter the name o f  the s e l l e r  or  other par ty  in  an 
exchange t ransact ion i n  c o l u m  (a). Do not abbreviate 
or t runcate the name o r  use acronyms. Explain i n  a 
footnote any ounership i n te res t  or  a f f i l i a t i o n  the 
respondent has wi th  the se l l e r .  

3. I n  colum(b),  enter a S t a t i s t i c a l  C lass i f i ca t i on  Code 
based on the o r i g i n e l  contractual  terms and 
condi t ions o f  the serv ice as fo l lous:  

R P  - f o r  requirements service. Requirements service 
i s  service uhich the suppl ier  plans t o  provide on an 
ongoing basis(i.e., the suppl ier  includes projected 
load f o r  t h i s  service i n  i t s  system resource 
planning). In  addi t ion,  the r e l i a b l i l i t y  of  
requirement service must be the same as, or second 
only to, the supp l i e r ' s  service t o  i t s  oun u l t ima te  
consuners. 

- 

Actual Demand(Mh9 
u l e  or Avera e A v e ' y  

ca t i on  Month?y Mont? (Footnote A i l l a t i o n s )  
CP Ds -and 

C i t y  of  Collsnkrs os OPCO 74 N/A N/A N/A 

Uisconsin Power and L ight  os (4) N/A N/A N/A 

Cinergy Services, Inc.  os (4) N/A . N/A N/A 
PJM os (4) N/A N/A N/A 

AEP System Pouer Pool ( 5 )  os IMPCO 17 N/A N/A # /A  

EWf i gTtr&r i t y  
NCP Demand 

(a) (b) ( C )  (d) (e) ( f  

L f  - f o r  long-term f i r m  service. 8'Long-term'1 means f i v e  
.. years o r  longer and " f i r m "  means that  service cannot 

be in ter rupted f o r  economic reasons and i s  intended 
t o  remain r e l i a b l e  even under adverse condi t ions 
(e.g., the suppl ier  m s t  attempt t o  buy emergency 
energy from t h i r d  pa r t i es  t o  maintain de l i ve r ies  o f  

long-term f i r m  service uhich meets the d e f i n i t i o n  
of  RO service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide i n  a footnote the terminat ion date 
of  the contract defined as the e a r l i e s t  date that  
e i t he r  buyer or se l l e r  can u n i l a t e r a l l y  get out 
o f  the contract. 

I F  - f o r  intermediate-term f i r m  service.  The same as 
LF service expect that  81intermediate-terrn'1 means 
longer than one year but less than f i v e  years. 

SF - f o r  short- term service. Use t h i s  category f o r  
a l l  firm services, uhere the durat ion o f  each per iod 
of comnitment f o r  service i s  one year o r  Less.- 

LU - f o r  long-term service from a designated 
generating unit. "Long-term1' means f i v e  years o r  
longer. The a v a i l a b i l i t y  and r e l i a b i l i t y  of  service, 
aside from transmission constraints,  must match the 
a v a i l a b i l i t y  and r e l i a b i l i t y  of  the designated unit. 

IU - f o r  intermediate-term service from a designated 
generating unit. The same as LU service expect that  
"intermediate-term" means longer than one year but 
less than f i v e  years. 

EX - For exchanges of e l e c t r i c i t y .  Use t h i s  category 
f o r  transactions invo lv ing a balancing o f  debi ts  and 
c red i t s  f o r  energy,capacity, etc.  and any settlements 
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Name of Res ondent This Report I $ : .  Date o f  Report KENTUCKY P O ~ R  COMPANY (Yft399os' ) 
X An O r 1  i na l  1 ti] 1 A Resu&ission 1 Year of  Report 

Oec. 31, 1996 

columns (e) and ( f )  must be, i n  megauatts. Footnote any 
demand not s ta ted on a megauatt bas is  and explain. 

6. Report i n  column (g) the megauatthours shoun on b i l l s  
rendered t o  the respondent. Report i n  c o l m  ( h) and (i) 
the megauatthours of  pouer exchanges received and delivered, 
used as the basis f o r  settlement.Do not repor t  net exchange. 

7. Report demand charges i n  colunn ( j l ,  energy charges i n  
coltmm (k), and the t o t a l  o f  any other types of charges, 
including out -of -per iod adjustments, i n  column (11 ,  Expla in  
i n  a footnote a l l  components of  the  amunt  shoun in column 
( 1 ) .  Report i n  C o i m  (m) the t o t a l  charge shoun on b i l l s  

received as settlement by the respondent. For pouer 
exchanges, repor t  in  colunn (m) the settlement amount f o r  
the net receipt  of  energy.If more energy uas del ivered than 
received, enter a negative amount. I f  the settlement amount 
(1) include c red i ts  or  charges other  than incremental 
generation expenses, or (2) excludes c e r t a i n  c r e d i t s  or  
charges covered by the agreement, prov ide an explanatory 
foot  not e. 

8. The data i n  c o l u m  (g) through (m) must be t o t a l l e d  on the 
l a s t  l i n e  of the schedule. The t o t a l  amount i n  column (9) 
must be reported as Purchases on page 401, l i n e  10. The 
t o t a l  amount i n  column (h) must be reported as Exchange 
Received on page 401, l i n e  12. The t o t a l  amount i n  colunm 
(i) must be reported as Exchange Del ivered on page 401, 
l i n e  13. 

9. Footnote en t r ies  as required and prov ide explanations 
fo l lou ing  a l l  required data. 

services uhich cannot be placed in  the above-defined 

categories, such as a l l  nonfirm serv ice regardless of the 
length of the contract and serv ice from designated u n i t s  
o f  less than one year. Describe the nature of  the service 
in  a footnote f o r  each adjustment. 

AD - f o r  out -of -per iod adjustment. Use t h i s  code f o r  any 

Megawatthours 
Purchased 

(9) 
1 

POUER EXCHANGES COST/SETTLEMENT OF POWER 
ne auatthours Me a e t tho  r s  Demand Charges Energg)Charges Other Charges Tota l  ( j + k + l )  

o f  Settlement (SI L i n e  
No. 

8ece I ved B e r i v e r e l  ($1  ($1 

(h) (i) ( j l  (k)  (11  (m). 
$240 $240 1 

1,882,048]  

~ 

1 1- 
(899) I I I (2.472) 1 

~~~ 

26,166,2601 26,166,2601 5 
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Date of Report 
(r?t397osY 

Name of Res ondent This Report Is:. 
KENTUCKY P&ER COMPANY X An O r 1  i n a l  ) 1 t d j  t 1 A Resuhission 1 

report  anges of  e l e c t r i c i t y  (i.e. transactions 
involvin. a balancing of  debi ts  and credi ts  f o r  
energy, capacity, etc.) and any settlements f o r  
imbalanced exchanges. 

2. Enter the name o f  the s e l l e r  o r  other pa r t y  in  an 
exchange t ransact ion i n  c o l m  (a). Do not abbreviate 
o r  t runcate the name o r  use acronyms. Explain in  8 

footnote any ownership i n te res t  o r  a f f i l i a t i o n  the 
respondent has u i t h  the se l l e r .  

3. In  colum(b),  enter a S t a t i s t i c a l  C lass i f i ca t i on  Code 
based on the o r i g i n a l  contractual  terms and 
condi t ions o f  the serv ice as f o l l o w :  

RP - f r -  requirements service. Requirements service 
i s  se. 
ongoir sis(i.e., the suppl ier  includes projected 
load tt,, t h i s  service i n  i t s  system resource 
planning). In  addi t ion,  the r e l i a b l i l i t y  of 
requirement serv ice must be the same as, or second 
on!y to, the suppl ier 's  service t o  i t s  ohm ul t imate 
consuners. 

-. 

. uhich the suppl ier  plans t o  provide on an 

Year of Report 
Dec. 31, 1996 

LF - f o r  long-term f i r m  service. 8aLong-terma1 means f i v e  
years or longer and Iaf i rma'  means that  service cannot 
be in ter rupted f o r  economic reasons and i s  intended 
t o  remain r e l i a b l e  even under adverse conditions 
(e.g., the suppl ier  must a t tenpt  t o  buy emergency 
energy from t h i r d  pa r t i es  t o  maintain de l i ve r ies  of  

of RP service. For a l l  t ransact ions i d e n t i f i e d  
as LF, provide in  a footnote the terminat ion 6ate 
o f  the contract .  def ined as the e a r l i e s t  date that  
e i t he r  buyer or se l l e r  can u n i l a t e r a l l y  get out 
of the contract .  

I F  - f o r  intermediate-term f i r m  service. The same as 
LF service expect that  6aintermediate-terma' means 
longer than one year but less than f i v e  years. 

SF - f o r  short- term service. Use t h i s  category f o r  
a l l  f i r m  services, uhere the durat ion o f  each pe r iod  
of  comnitment f o r  service i s  one year o r  less.- 

LU - f o r  long-term service from a designated 
generating unit. "Long-termt' means f i v e  years or 
longer. The a v a i l a b i l i t y  and r e l i a b i l i t y  o f  service, 
aside from transmission constraints,  must match the 
a v a i l a b i l i t y  and r e l i a b i l i t y  of  the designated unit. 

1U - f o r  intermediate-term service from a designated 
generating unit. The same as LU serv ice expect that  
'@intermediate-term" means longer than one year but 

less than f i v e  years. I 

EX - For exchanges of  e l e c t r i c i t y .  Use t h i s  category 
f o r  transactions invo lv ing a balancing o f  debi ts  and 
c red i t s  f o r  energy,capacity, etc. and any settlements 
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Name of Res ondent This Report Is:. Date of Re rt 
':?13?%6" 

X An Or1 inal t 1 A Resuhssion 1 I KENTUCKY P&ER C O ~ P ANY 

services which cannot be placed in the above-defined 
categories, such as all nonfirm service regardless of the 
length of the contract end service from designated units 
of less than one year. Describe the nature of the service 
in a footnote for each adjustment. 

Year of Report 
Dec. 31, 1996 

AD - for out-of-period adjustment. Use this code for any 
accounting adjustments or t'true-ups*s for service provided 
in prior reporting years. Provide an explanation in a 

In c o l m  (c), identify the FERC Rate Schedule Nunber or 
Tariff, or, for nonfERC jurisdictional sellerf; include an 
appropriate designation for the contract. On separate lines, 
List all FERC rate schedules, tariffs or contract designa- 
tions under which service, as identified in colum (b), i s  

For requiremnts RP purchases and any type of services 
involving demand charges irnposed on a monthly ( or longer) 
basis, enter the monthly average billing demand in c o l u m  
(d), the average monthly non- coincident peak (NCP) demand 
in c o l u m  (e), and the average monthly coincident peak (CP) 
demand in c o l u m  (f). For all other types of service, enter 
NA in c o l m s  (d), (e) and (f). Monthly NCP demand is the 
m a x i m  metered hourly (60-minute integration) demand in a 
month. Monthly CP demand is the metered demand during the 
our (60-miru~te integration) in which the supplier's 

4 .  footnote for each adjustment. 

5 .  provided. 

F 
9 system reaches its monthly peak. Demand reported in 
I 

Megau tthours 
PurcEased 

, (9) 
19,655 

P W E R  EXCHANGES COST/SETTLEHENT OF POWER 
Me auatthours Me a ettho rs Demand Charges Enerqy)Charges Other Charges Total (j+k+l 

(h) ( i )  Cj) (k) ( 1 )  (m) 
of Settiement IS) Line 

No. 

1 
2 

8ecei ved Beriverel ( S )  (S)  

columns (e) and ( f) must be in megauatts. Footnote any 
demand not stated on a megauatt basis and explain. 

6. Report in colunn (9) the megauatthours shoun on bills 
rendered to the respondent. Report in c o l m  ( h) and ( i )  
the megauatthours of pouer exchanges received and delivered, 
used as the basis for settlement.Do not report net exchange. 

7. Report demand charges in colunn ( j ) ,  energy charges in 
column (k), and the total of any other types of charges, 
including out-of-period adjustments, in c o l m  (11, Explain 
in a footnote all components of the amount shoun in c o l u m  
( 1 ) .  Report in c o l m  (m) the total charge shoun on bills 
received as settlement by the respondent. For pouer 
exchanges, report in c o l m  (m) the settlement amount for 
the net receipt of energy.lf more energy uas delivered than 
received, enter a negative amount. If the settlement amount 
(1)  include credits or charges other than incremental 
generation expenses, or (2 )  excludes certain credits or 
charges covered by the agreement, provide an explanatory 
footnote. 

8. The data in column (9) through (m) must be totalled on the 
last line of the schedule. The total amount in c o l u m  (9) 
must be reported as Purchases on page 401, line 10. The 
total amount in c o l m  (h) must be reported as Exchange 
Received on page 401, line 12. The total amount in column 
(i) must be reported as Exchange Delivered on page 401, 
line 13. 

9. Footnote entries as required and provide explanations 
follouing all required data. 

4,527,103 

3 
0 0 9,634 96,475,222 0 96,484,056 4 

5 

I I I I 

1 
I I 14 

a 
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c Page 326 Line 4 Column B > 

KENTUCKY POWER COMPANY 

NOTES : 

6) 

7 )  

Statistical classification I10S" includes non-firm hourly, 
daily and weekly purchases that the supplier may cancel, 
if necessary, with little notice. 

The Respondent, Appalachian Power Company, Ohio Power 
Company, Indiana Michigan Power Company and Columbus 
Southern Power Company are associated companies and members 
of the American Electric Power System Pool, whose electric 
facilities are interconnected at a number of points and are 
operated in a fully coordinated manner on a system pool 
basis. -. 

APCO - .  Appalachian Power Company 
OPCO - Ohio Power Company 
IMPCO - Indiana Michigan Power Company 
KPCO - Kentucky Power Company 
CSPCO - Columbus Southern Power Company 

An associated company. 

AEP Power Sales Tariff-AEP Companies FERC Electric Tariff 
Original Volume 2. 

Receipts of power from the members of the AEP System Power 
Pool (see Note 2 )  governed by the terms of the inter- 
connection agreement dated July 6, 1951, as amended. 

Adjustment for service rendered in prior period. 

Loop regulation energy difference 
Non-displacement payback losses 
Purchased Power transfer losses 
Unit power losses (net) 
AEP System Power Pool losses 

(244) 
2 13 

11 , 278 
8,098 . 

310 

TOTAL 19,655 
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Date of Report Name of Res ndent This Report Is:. 
KENTUCKY PDER COMPANY i (:?f39%6Y r, I 3 A Resu&ission 1 X An O r 1  i n a l  

!THERS (Account 456) I 
ed K O  as "uheeling') 

r l .  Report a l l  transmission of  e l e c t r i c i t y ,  i. e. uheeling, 4. I n  coli.unn(d) enter a S t a t i s t i c a l  C lass i f i ca t i on  code 

Year of  Report 
Dec. 31, 1996 I 

provided for  other e l e c t r i c  u t i l i t i e s ,  cooperatives, based on the o r ig ina l  contractual  terms and condi t ions 
munic ipa l i t ies ,  other publ ic  author i t ies ,  qua l i f y i ng  of the service as follows: 
f a c i l i t i e s ,  non - t rad i t i ona l  u t i l i t y  suppl iers and 
u l t ima te  customers. LF - fo r  long-term f i r m  transmission service. eeLong-termee 

l i n e  o f  data f o r  each d i s t i n c t  type of  means one year or longer and l e f i r m "  means that  serv ice 
transmission serv ice invo lv ing the e n t i t i e s  l i s t e d  i n  cannot be in ter rupted f o r  economic reasons and i s  
c o l m  (a), (b) and (c). intended t o  remein r e l i a b l e  even under adverse con- 

I 

2. Use a separate 

14 (C i t i zen ' s  Lehman I Various lvar ious 

3. Report i n  c o l m  (a) the company or publ ic  au tho r i t y  
that  pa id  f o r  the transmission service. Report i n  
c o l m ( b )  the company or publ ic  au tho r i t y  that  the 
energy uas received from and i n  c o l u m  (c) the company 
o r  pub l i c  au tho r i t y  t ha t  the energy Was &.livered to. 
Provide the f u l l  name of each company or publ ic  
author i ty .  Do not  abbreviate or t runcate name or use 
acronyms. Expla in  i n  a footnote any ounership in terest  
i n  o r  a f f i l i a t i o n  the respondent has wi th  the e n t i t i e s  
l i s t e d  i n  colums (a). (b) or (c). 

os 

di t ions.  For a l l  transactions i d e n t i f i e d  as LF, provide 
i n  a footnote the terminat ion date o f  the.contract  
defined as the e a r l i e s t  date tha t  e i t h e r  m e r  or 
s e l l e r  can Un i l a te ra l l y  get out o f  the contract .  

15 I t a tex -V i to l  [var ious I Various 

SF - f o r  short- term firm transmission service. Use t h i s  
category f o r  a l l  firm services, uhere the durat ion 
of  each per iod of  comnitment f o r  serv ice i s  Less than 
one year. 

os 
16 ( C N G  Energy Services Group lvar ious [var ious os 
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OS - for  other transmission service. Use t h i s  category as i d e n t i f i e d  i n  column (d), i s  provided. 

FE C R t e  
,&~ie&~ 

(e) 
PCo 14 
PCo 16 
MPCo 76 

Uootnotes 
kootnotes 

only for  those services which cannot be placed i n  

the above-defined categories, such as a l l  nonf.irm t ran-  
smission service, regardless o f  the length of  the 
contract. Describe the nature of  the service i n  a 
footnote . 

TRANSFER OF ENERGY 
Point  of Recei t Point  of  Del ivery  p 9 9  

(Substation or Ether (Substgtion or Other Wegattho r s  Weg t t h o u r t  L ine 
R e c e i v d  Def iyered No. (%I ( 1 )  (1)  

De ignat ion) Designation) ( 5 )  (9) 
Falcon, Thelma Leon, Thelma 400 53,418 48,466 1 

226 168,890 165,495 2 Ohio Power Company 

Various Various 41 54,809 52,782 3 
Various Blue Ridge 24,046 23,180 L 
Various Vat i ous ion 1 on 

Vi rg in ia  Elec Pur 

AD - f o r  out -of -per iod adjustment. Use t h i s  code f o r  
any accounting adjustments o r  s'trw-upsii f o r  service 
provided i n  p r i o r  repor t ing years. Provide an explana- 
t ion  i n  a footnote fo r  each adjustment. 

5 .  I n  c o l u m  (e), i d e n t i f y  the FERC Rate Schedule o r  
T a r i f f  Nunber. On separate l ines,  L i s t  a l l  FERC r a t e  
schedules o r  cont ract  designations under uhych service, 

. -. 

Various Various 300 300 
Various Veri ous 525 687 7 

6. Report receipt  and de l i ve ry  locat ions f o r  a l l  s i ng le  
contract path, "point  t o  po int "  transmission service. 

I n  column (f) ,  report  the designat ion f o r  the substa- 
t ion,  or  other appropriate i d e n t i f i c a t i o n  fo r  uhere 
energy uas received as speci f ied i n  the contract .  In  
c o l m  (9) report  the designat ion f o r  the Substation, 
or  other appropriate i d e n t i f i c a t i o n  f o r  where energy 
uas del ivered as speci f ied i n  the contract .  
Report i n  c o l m ( h )  the n&r of megauatts o f ' b i l l i n g  
demand that i s  spec i f ied i n  the firm transmission 
service contract. Demand reported i n  colunn (h) must 
be i n  megawatts. Footnote any demand not s ta ted on a 
megauatts basis and explain. 

7. 

E- Various Veri ous 5fi  051 55,428 8 

$ 
.c 
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Name of Res ondent This Report I$ : .  Date of Report 
X An Or1 inal (r?f3?/a$6Y KENTUCKY POBER COMPANY I Ijj t 1 A ResuLission 1 

~ ~~~ 

l -  TRANSMISSIONYF ELECTRICITY FOR OTHERS (Account 456)(Continued) 
(Including transactions referred to as Ibheelingl') 

. Report in column ( i )  and (j) the total megawatthours shown on bills rendered to the entity listed in column 
received and delivered. (a). If no monetary settlement was made, enter zero 

Year of Report 
Oec. 31, 1996 

9. In colunn (k )  through (n), report the revenue amounts 
as shown on bills or vouchers. In c o l m  (k ) ,  provide 
revenues from demand charges related to the billing 
demand reported in c o l m  (h). In c o l m  (11, provide 
revenues from energy charges related to the amount of 
energy transferred. In coltmm (m), provide the total 
revenues from all other charges on bills or vouchers 
rendered, including out of period adjustments. Explain 
in a footnote a l l  components of the amount shown in 
colum (m). Report in c o l m  (n) the total charge 

Energif;harges 

(l10l1) in column(n). Provide a footnote explaining the 
nature of the nonmonetary settlement, including the 
amount and type of energy or service rendered. 

10. Provide total amounts in column ( i )  through (n) os the 
last line. Enter VOTAL" in c o l m  (a) as the Last 
line. The total amounts in columns ( i )  and ( j )  must be 
reported as Transmission Received and Delivered on page 
401, lines 16 and 17, respectively. 

ell required data. 
11. footnote entries and provide explanations following 

Other Charges Total r venues($) Line 
If1 (k;$m) No. 

REVENUE FROM TRANSMlSSlON OF ELECTRICITY FOR OTHERS 

809,818 
364,002 
78.174 

2 
364,002 3 
78.174 4 

809,818 

I . 4  

I 1 I I 

I 1.366 I 1.366 1 5  r \  

1.203 I 1.203 1 6  
I 

366 
200,050 
48.681 

366 7 
200,050 8 
48,681 9 

1,928 
128,859 

221 
154.540 

1,928 10 
128,859 1 1  

221 12 
154,540 13 

I I 1,269 I 1,269 I 17 

28,732 
10,832 
1,149 

M NO.l (REVISED 12-90) e 

28,732 14 
10,832 15 
1,149 16 
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Name of Res ondent Date E! R y y t  I Year o f .  Report 
(79 

' provided fo r  other e l e c t r i c  u t i l i t i e s ,  cooperatives, based on the o r ig ina l  contractual  terms and condi t ions 

-f3?796" ' 

munic ipa l i t ies ,  other publ ic  author i t ies ,  qua l i f y i ng  
f a c i l i t i e s ,  non - t rad i t i ona l  u t i l i t y  suppl iers and 
u l t ima te  custaners. 

l i n e  of  data f o r  each d i s t i n c t  type o f  
transmission serv ice invo lv ing the e n t i t i e s  l i s t e d  i n  
c o l u m  (a), (b) and (c). 

3.  Report i n  c o l u m  (a) the conpeny or publ ic  author i ty  
that  pa id  f o r  the transmission service. Report i n  
co lum(b)  the company or publ ic  au tho r i t y  that  the 

energy was received from and i n  c o l u m  (c) the c w n y  
o r  pub l i c  a u t h o r i t y  t ha t  the energy was del ivered to. 
Provide the f u l l  name o f  each c a r p e n p o r  publ ic  
author i ty .  Do not  abbreviate or t runcate name or  use 
acronyms. Expla in  i n  a footnote any ownership i n te res t  
i n  or a f f i l i a t i o n  the respondent has wi th  the e n t i t i e s  

\ 

2. Use a separate 

Dec. 31, 1996 

of the service as fol lous:  

LF - f o r  long-term f i r m  transmission service. "Long-termt1 
means one year or longer and asf i rm" means tha t  service 
cannot be in ter rupted f o r  economic reasons and i s  
intended t o  remain r e l i a b l e  even under adverse con- 
d i t ions.  For a l l  transactions i d e n t i f i e d  as LF, provide 
i ; i  a footnote the terminat ion date o f  the contract  
def ined as the e a r l i e s t  date tha t  e i t h e r  buyer or 
seller can u n i l a t e r a l l y  get out o f  the contract. 

SF - f o r  short- term firm transmission service. Use t h i s  
category for a l l  f i r m  services, where the durat ion 
of  each per iod of comnitment f o r  serv ice i s  less than 
one year. 

l i s t e d  i n  co lmns  (a), (b) o r  ( c ) .  
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Name of  Res ondent 
KENTUCKY P O ~ E R  CO~PANY 

This Report Is: .  Date of  Re o r t  1 1 1  X An A Resukiss ion O r i  i n a l  1 'C4f3?706YF' 

the above-defined categories, such as a l l  nonfirm t ran-  
'smisbion service, regardless o f  the length of  the 
contract. Describe the nature of  the service i n  a 
foo t  note. 

Year of Report 
Dec. 31, 1996 

AD - fo r  out -of -per iod adjustment. Use t h i s  code f o r  
any accounting adjustments or  81true-ups81 f o r  service 
provided i n  p r i o r  repor t ing years. Provide an explana- 
t i o n  i n  a footnote f o r  each adjustment. 

5. In  c o l u m  (e), i d e n t i f y  the FERC Rate Schedule or  
T a r i f f  Nunber. On separate l ines,  l i s t  a l l  FERC ra te  
schedules o r  cont ract  designations under &.jch service, 

contract path, "point t o  po in t "  transmission service. 
In  column ( f ) ,  report the designation f o r  the substa- 
t ion,  or other appropriate i d e n t i f i c a t i o n  f o r  uhere 
energy uas received as spec i f ied  i n  the contract. In  
c o l m  (9) report the designation f o r  the substation, 
or  other appropriate i d e n t i f i c a t i o n  f o r  uhere energy 
uas del ivered as speci f ied i n  the contract. 

7. Report i n  colunn(h) the nunber of  megauatts o f  b i l l i n g  
demand that  i s  spec i f ied i n  the firm transmission 
service contract. Demand reported i n  colunn (h) m s t  
be i n  megauatts. Footnote any demand not  s ta ted  on a 
megauatts basis and explain. 

Point  of Recei t 
(Substation gr  Ether 

De ignation) 
(e) ct, 

IAPCo 24 I Var i ous 
[See Footnotes (Various 
See Footnotes Various 

Var i ous 
Various 

, iootnotes Various 
lvar ious 
l va r  i w s  

/See Footnotes IVarious 
I 

ISee Footnotes I Var i ous 
/See Footnotes IVarious 
lSee Footnotes IVarious 
~ IHPCo 74 I Var i ous 

 see Footnotes Various 

TRANSFER OF ENERGY 
Point of  Del ive y ; i l l 9 9  

Megattho r s  Heg t thours Line 
Defiyered No. 

( 1 )  
Recei v d  

( 1 )  

(Substat i on.or Ot6er 
t Q )  

Designation) 

Various 1 I 220 I 2201 14 
I I _ _  ~ _ _  ~ 

Various 11,812) 11,8161 15 
Various I I 51 51 16 

I I I . -  

Various I I 4.1481 4.1441 17 
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Name of Res ndent This Report Is:. D a t e  of Re o r t  Year of  Report 
KENTUCKY P 8 R  COMPANY 

'$8t3?796yF' Dec. 31, 1996 
X An O r 1  1nal 

- (Includ ing  transactions re fe r red  t o  as "uheeling") 

8. Report i n  column (i) and ( j )  the t o t a l  megauatthours 

9. In  colurm (k)  through (n), report  the revenue amounts 

shoun on b i l l s  rendered t o  the e n t i t y  l i s t e d  i n  c . . ~  

received and del ivered. (a).  I f  no monetary sett lement uas made, enter zero 
( t t O 1 t )  in  c o l F ( n ) .  Provide a footnote explaining the 

as shoun on b i l l s  o r  vouchers. In  colunn (k ) ,  provide nature o f  the nonmonetary settlement, inc lud ing  the 
revenues frm demand charges re la ted  t o  the b i l l i ng  amount and type of energy or  service rendered. 
demand reported i n  colurm (h). In  colurm (l), provide 10. Provide t o t a l  amounts i n  c o l m  (i) through (n) as the 
revenues from energy charges re la ted  ro the amount o f  l as t  l ine .  Enter W N A L "  i n  colunn (a) as the l a s t  
energy t ransferred. In c o l u m  (m), provide the t o t a l  l i ne .  The t o t a l  amounts in  colunns (i) and ( j )  must be 
revenues from a l l  other charges on b i l l s  or vouchers reported as Transmission Received and Del ivered on page 
rendered, inc lud ing  out of per iod  adjustments. Explain 401, l i nes  16 and 17, respect ively.  
in a footnote a l l  cmponents o f  the amount shoun i n  11. Footnote en t r ies  and provide explanations fo l l ou ing  
co lum (m). Report i n  colunn (n) the t o t a l  charge a l l  required data. 

--. 

I 
~ REVENUE FROn TRANSMISSION OF ELECTRICITY FOR OTHERS 

IR@ NO.l  (REVISED 12-90) 
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(7?t3!,?5J6YF' 
1 KENTUCKY P O k R  COMPANY X An O r i  i n a l  [ 1 A Resuhission 1 1 

TRANSMI SION OF ELECTRlCllY F R 01 ERS (Account 456) 
(IncTuding transactions re8erre j  t o  as %heel ingt)  I -- 

I .  Report a l l  transmission of  e l e c t r i c i t y ,  i, e. wheeling, 4. In c o l m ( d )  enter a S t a t i s t i c a l  C lass i f i ca t i on  code 
based on the o r ig ina l  contractual  terms and condi t ions Provided f o r  other e l e c t r i c  u t i l i t i e s ,  cooperatives, 

Dec. 31, 1996 

Line 
No. 

1 
2 
3 
4 

f a c i l i t i e s ,  non- t rad i t ional  u t i l i t y  suppl iers and 
u l t imate customers. 

l i n e  of  data f o r  each d i s t i n c t  type of  
transmission service invo lv ing the e n t i t i e s  l i s t e d  i n  
c o l u m  (a), (b) and (c). 

3. Report i n  c o l u m  (a) the company or publ ic  author i ty  
that  pa id  f o r  the transmission service. Report i n  
colum(b) the compeny o r  publ ic  au tho r i t y  that  the 

energy uas received frm and i n  c o l m  (c)  the company 
or pub l i c  au tho r i t y  that  the energy uas del ivered to. 
Provide the f u l l  name o f  each company-or publ ic  
author i ty .  Do not abbreviate or t runcate name or use 
acronyms. Expla in  i n  a footnote any ounership in terest  
i n  o r  a f f i l i a t i o n  the respondent has u i t h  the e n t i t i e s  

2. Use a separate 

- 

Energy Recei F r  Energy Del ive ed To S a t i s  i f  
( C ~ ~ ~ Y ~ ~ F ~ P ~ ~ I ~ ~ ~ ~ ~ ~ : ~  ty) ( C T a n  [ ooYnote or P u f l i f  A 1 i a t i o n s l  .Authori t y )  cat ion Ctassi $1 

(C an ':Ent Author i ty)  
TFooXnote 8) 1 f i a t  i onsl 

(a) (b) ( C )  (d) 
Louis Dreyfus E l e c t r i c  Pouer, Inc. Various Various os 
MidCon Pouer Services Corp. Various Various os 
Morgan Stanley B Co., Inc. Various Var i ous os 
Northern Indiana Publ ic Service Co. Various Various os 

L F  - f o r  long-term f i r m  transmission service. t8Long-termt1 
means one year or longer and t t f i r m ' '  means that  service 
cannot be interrupted f o r  economic reasons and i s  
intended t o  remain r e l i a b l e  even under adverse con- 
d i t ions.  For a l l  transactions i d e n t i f i e d  as L F ,  provide 
in  a footnote the terminat ion date o f  the contract  
defined as the ea r l i es t  date that  e i t h e r  buyer or 
s e l l e r  can u n i l a t e r a l l y  get out of  the contract .  

NorAm Energy Services 

h i ladelph ia E l e c t r i c  Company 

10 Richmond Energy Marketing Corp. 
11 Sonat Power Marketing 
12 Stand Pouer Marketing 
13 Toledo Edison 
14 V i rg in ia  E l e c t r i c  Power 
15 V i t o l  Gas ii Elec t r i c ,  LLC 
16 Western Pouer Services 
17 Wisconsin Pouer 8 Light  

S f  - fo r  short- term f i r m  transmission service.  Use t h i s  
category f o r  a l l  f i r m  services, where the durat ion 
of  each per iod of  c m i t m e n t  f o r  serv ice i s  less than 
one year. 

Various Var i ous os 
Various Various os 
Var i ous Various os 
Various Various os 
Various Various os 
Various Various os 
Various Vat i ous os 
Various Various os 
Various Various os 
Various Various os 
Various Various os 
Various Various os 
Various Various os 

NO. l  (REVISED 12-90) * 
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Year of  Report Date of Re o r t  This Report I $ : .  
I I f 3 A Resuhission I '%t3??96YF' Dec. 31, 1996 
i TRANSMISS1 N OF ELECTRICITY FOR THERS (Account 45 )(Continued) 

X A n  O r 1  i n a l  

OS - f o r  other transmission service. Use t h i s  category 
only for  those services uhich cannot be placed i n  

TRANSFER OF ENERGY 
FE C R t e  Point  of Recei t Point of  Del ive y lll$g 

( 7 )  (9) 

Megattho r s  Meg f thours S c R p f e  o f  (Substat ion or Ether (Substgtion.or Ot ier  Recei v d  Def iyered 

( 1 )  ( 1 )  
4.712 

(711 De ignat ion) Desi gnat 1 on) Tar i  Nunber  
(e) 

ee Footnotes Various Vat i ous 4.709 

the above-defined categories, such as a l l  nonfirm t ran-  
smission service,  regardless of  the length of  the 
contract. Describe the nature o f  the service i n  a 
foot  not e. 

Line 
No. 

1 

AD - for  out -of -per iod adjustment. Use t h i s  code f o r  
any accounting adjustments or 01true-ups81 f o r  service 
provided i n  p r i o r  repor t ing years. Provide an explana- 
t i o n  i n  a footnote f o r  each adjustment. 

5. In  c o l u m  (e), i d e n t i f y  the FERC Rate Schedule or 
T a r i f f  Nunber.  on separate l ines,  l i s t  a l l  FERC r a t e  

schedules or cont ract  designations under &ich service, 

ee Footnotes 
"DSO 22 

kootnot  es 

as i d e n t i f i e d  i n  column (d),  i s  provided. 
6. Report receipt  and de l i ve ry  locat ions f o r  a l l  s i ng le  

contract path, "point t o  po int "  transmission service. 
In  colunn (f)', report  the designat ion f o r  the substa- 
t ion,  or  other appropriate i d e n t i f i c a t i o n  f o r  uhere 
energy uas received as speci f ied i n  the contract .  In  
coturn (9) report  the designat ion f o r  the substation, 
o r  other appropriate i d e n t i f i c a t i o n  f o r  uhere energy 
uas del ivered as speci f ied i n  the contract .  
Report i n  colum(h) the nMber o f  megauatts of, b i l l i n g  
demand that  i s  spec i f ied i n  the f i r m  transmission 
service contract. Demand reported i n  column (h) must 
be in  mgauatts.  Footnote any demand not s ta ted on a 
megauatts basis and explain. 

7. 

I 

Various Various 104 104 3 
Various Various 591 591 4 

Various Various 322 322 

!See Footnotes 
IAPCo 16 
ISee Footnotes 
:See Footnotes 

I 

6,117 6,117 14 Various Various 
Various Various 4,404 4,484 15 
Various Various 150 150 16 
Various Various . 164 164 17 
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Name of Res ndent This Report Is: .  Date of Report 
KENTUCKY P O K R  COMPANY X An Or1 inal 

'?ft3?%6Y ) 1 !jj t 1 A Resuhission I 
(Including transactions referred to as 88uheeling88) 

8. Report in c o l m  ( i )  and ( j )  the total megawatthours shoun on bills rendered to the entity listed in column 

Year of Report 
Dec. 31, 1996 

Other Charges 
Ifl 

as shown on b i l l s  or vouchers. In c o l m  (k ) ,  provide 
revenues from demand charges related to the billing 
demand reported in column (h). In column (I), provide 
revenues from energy charges related to the amount of 
energy transferred. In c o l m  ( m ) ,  provide the total 
revenues f r m  a l l  other charges on bills or vouchers 
rendered, including out o f  period adjustments. Explain 
in a footnote all components of the amount shoun in 
colunn ( m ) .  Report in c o l m  (n) the total charge 

- - 

Total r venues($) Line 
(k+?+m) No. 

tn) 

nature of  the' nonmonetary settlement, including the 
amount and type of energy or service rendered. 

10. Provide total amounts in column (i) through (n) as the 
last line. Enter 8tTOTAL81 in column (a) as the Last 
line. The total amounts in c o l u m s  ( i )  and ( j )  must be 
reported as Transmission Received and Delivered on page 
401, lines 16 and 17, respectively. 

a l l  required data. 
11. Footnote entries and provide explanations following 

5,093 
517 

2.369 

REVENUE FROM TRANSMISSION OF ELECTRICITY FOR OTHERS 

5,093 2 
517 3 

2.369 4 

I 

~ 

I I 817.313 1 $17.313 I 1  

. .  . .  
19,766 19,766 9 
13,990 13,990 10 
13,463 13,463 1 1  
31,015 31,015 12 

283 283 13 
I 

I 

2.138 2.138 1 5  I 
I 

I 
1 

j 
r /  

14,772 14,772 15 
817 817 16 
629 629 17 
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Name of Res ndent Date of R$p?rt I Year of Report 
(%3970t 

1 KENTUCKY PO@R COWPANY I 

Energy Delive ed To 
an or Pupilc Authority) 

(CToornote A 1 iations~ 
(C) 

Payment !’.Authority) 
(b) 

‘‘~og~nz:eP~)iFiationsl 
(a) 

Line 
No. 

Name of Res ndent This Report 15:. Date of Report Year of Report 
‘??733%6Y Dec. 31, 1996 X An Or1 inal I [i!] t 1 A Resuhssion I KENTUCKY PO@R COWPANY 

TRANSMI (lncfuding SlON OF transactions ELECTRICITY re?erre! F R O f  ERS to as (Account “wheeling’) 456) . .  

-1. Report all transmission of electricity, i. e. uheeling, 4 .  In column(d) enter a Statistical Classification code 

S atis ic 
Cfarjoiii- 
cation 

(d) 

provided for other electric utilities, cooperatives, based on the original contractual terms and conditions 

1 
2 
3 
4 - -  

E. 

municipalities, other public authorities, qualifying 
feci lit ies, non- tradi t i onal uti 1 i ty suppliers and 
ultimate customers. 

line of data for each distinct type of 
transmission service involving the entities listed in 
colum (a) ,  (b) and (c). 

3. Report in colum (a )  the conpeny or public authority 
that paid for the transmission serv’ice. Report in 
colum(b) the c q n y  or public authority that the 
energy uas received from and in colum (c) the company 

2. Use a separate 

Cities of Bedford B Danville Various Various os 
North Carolina Electric Membership Corp. AEP System See Footnotes LF 

Losses Associated with Uheeling of Power 

of the service as follows: 

LF - for long-term firm transmission service. 8tLong-term88 
means one year or Longer and means that service 
cannot be interrupted for economic reasons and is 
intended to remain reliable even under adverse con- 
ditions. For a l l  transactions identified as LF, provide 
in a footnote the termination date of the contract 
defined as the earliest date that either buyer or 

seller can unilaterally get out of the contract. 
c public authority that the energy uas delivered to. 

authority. Do not abbreviate or truncate name or use category for a l l  firm services, where the duration 
acronyms. Explain in a footnote any ounership interest service is less than 
in or  affiliation the respondent has uith the entities 

! Provide the full name of each companL-or public SF - for short-term firm transmission service. Use this 

of each period of comnitment for 
one year. 

TOTAL 

.- I 

14 

15 
16 
17 
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Name of Res ndent I Date gf Report I Year of Report 1 KENTUCKY P O E R  COMPANY 

I 

1 

.-I . . - 
TRANSMISS1 N OF ELECTRICITY FOR TI 

( IncPuding transact ions re8ei 

15 
16 
17 

, . . . . - - . . - - . - . . I '??)3%6"' Dee. 31, 1996 

HERS (Account 45  )(Continued) 
rred to as %heefingBo) 

I OS - for other transmission service. Use this category 
only for those services which cannot be placed in 6. Report receipt and delivery locations for all Single 

as identified in column (d), is provided. 

the above-defined categories, such as all nonfirm tran- 
smission service, regardless of the length of the 
contract. Describe the nature of the service in a 
footnote. 

AD - for out-of-period adjustment. Use this code for 
any accounting adjustments or latrue-ups8t for service 
provided in prior reporting years. Provide an explana- 
tion in a footnote for each adjustment. 

5. In c o l m  (e ) ,  identify the FERC Rate Schedule or 
Tariff Nmber. On separate lines, list all FERC rate- 
schedules or contract designations under uttich service, 

contract path, "point to point" transmission service. 
In column (f), report the designation for the substa- 
tion, or other appropriate identification for uhere 
energy uas received as specified in the contract. In 
column (9) report the designation for the substation, 
or other appropriate identification for uhere energy 
uas delivered as specified in the contract. 
Report in colm(h) the number of megauatts of bitling 
demand that is specified in the firm transmission 
service contract. Demand reported in colunn (h) must 
be in megauatts. Footnote any demand not stated on a 
megauatts basis and explain. 

7. 

TRANSFER OF ENERGY 
Point of Recei t Point gf Delive y i W l 9 g  
(Substation gr Ether (Substgtion or OtLer Megattho rs Meg tthours Lim 

R ece 1 vel Defiyered No. 
( 1 )  ( 1 )  

7,979 1 
ee Footnotes Various Various 2 

3 
4 

(15,882) 5 

'?t i !  De ignation) Desi gnat ion) (5) (9)  
N-r 

(e) 
See Footnotes Various Various 6 8,275 

6 
1,097,702 1,097,702 7 

8 

I I 12 
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Date of Re rt I Name o f  Res ' -7t This Report I$:. i KENTUCKY P& 3PANY 
I I ti] t X 1 An A Resuhission Ori inal I (!9f3?706yej) 
, I TRANSMISSION OF ELECTRICITY FOR OTHERS (Account 456)(Continued) 

(Including transactions referred to as 'Qheeling") 
*.-. 

, . .  

. Report in colurm ( i )  and ( j )  the total megauatthours shoun on bills rendered to the entity listed in c o l m  

Year of  Report 
Dec. 31, 1996 

I received and delivered. 

1 , a8 shorn on bills or vouchers. In column (k ) ,  provide 
9. In colum (k) through (n), report the revenue amounts 

venues from demand charges related to the billing 
ctmand reported in c o l m  (h). In colum (l), provide 
revenues fran energy charges related to the amount of 
energy transferred. In colum (m), provide the total 
revenues from a l l  other charges on bil'ls or vouchers 
rendered, including out of period adjustments. Explain 
in e 3otnote all components of the amount shoun in 
colum (m). Report in c o l u m  (n) the total charge 

-- 

Total r venues($) 

936,761 536,761 
112.938 112,938 

( k ; b )  
Other Charges 

til 

(a). If no monetary settlement uas made, enter zero 
(8 tOB8)  in column(n). Provide a footnote explaining the 
nature of  the nonmonetary settlement, including the 
amunt and type of  energy or service rendered. 

10. Provide total amounts in column ( i )  through (n) as the 
last line. Enter ItTOTAL8I in column (a) as the Last 
line. The total amounts in c o l m s  ( i )  and ( j )  must be 
reported as Transmission Received and Delivered on page 
401, lines 16 and 17, respectively. 

a l l  required data. 
11. Footnote entries and provide explanations following 

Line 
No. 

1 
2 

0 

1 ~~ I I 1 3  
4 
C 

C 

0 4,331,612 4,331,612 7 
8 

10 
11 
12 
13 
14 
15 
16 
17 
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Page 329 Line 1 Column e > 

-1 Page 329 Lines 4, 5, 6, 9, 1 0 ,  14-17 Column (e) and Column (h) 

Under the tariff , the 
AEP Point-to-Point Tariff and 2nd Revised Tariff - AEP Companies 
FERC Electric Tariff Original Volume 1. 
transaction varies by megawatts and duration. 

0 
, 

Page 329.1 Lines 2, 3, 6, 8-12, 14-17 Column (e) and Column (h) 

AEP Point-to-Point Tariff and 2nd Revised Tariff - AEP Companies 
FERC Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

Page 329.2 Lines 1, 2, 3, 5, 7-12, 14, 16-17 Cols. (e) and (h) 

AEP Point-to-Point Tariff and 2nd Revised Tariff - AEP Companies 
FERC Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

- - 

Page 329.3 Line 1 Column (e) and Column (h) 

AEP Point-to-Point Tariff and 2nd Revised Tariff - AEP Companies 
FERC Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

i. 
Page 328.3 and 329.3 Line 2 Column (c) and Column (e) 

Various points of AEP System Interconnections with Virginia Power, 

Duke Power, and Carolina Power & Light. Figures represent the 
Company's member load ratio of AEP System totals. 

Column (d) Earliest termination date - December 31, 2010. 

Page 329.3 Line 5 Column (i) and (1) 

Excludes North Carolina Electric Membership Corp., Line 1 
inasmuch as these MWH are included in Account 447. 

The Respondent, Columbus Southern Power Company, Indiana Michigan 
Power Company, Ohio Power Company, and Appalachian Power Company 
are associated companies and are parties to the Transmission 
Agreement dated April 1, 1984, as amended. Pursuant to the terms 
of the Transmission Agreement, American Electric Power Service 
Corporation serves as agent and the parties pool their investment 
share of revenues and costs in proportion to the respective 
member's load ratio. The revenues in column (m) represent the 
Respondent's member load ratio share of Transmission Service 
charges for those transactions. 

.- 

=-) . -  

Page 328-330 Footnote.1 
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Name of Res ondent This Report Is:. Date o f  Report Year of  Report 
KENTUCKY P O k R  COMPANY 1 ti] 1 1  X An A Resuhission O r i  ina l  1 '$4)3!79bYr ) Dec. 31, 1996 

- 
ties, cooperatives, munic ipa l i t ies ,  or  other publ ic  
author i t ies  dur ing the year. 

2. I n  co lurn (a) report  each company or publ ic  autho- 

r i t y  that  provided transmission service. Provide the f u l l  
name of the conpany; abbreviate i f  necessary, but do not 
truncate name or use acronyms. Explain in a footnote any 
ownership i n te res t  i n  o r  a f f i l i a t i o n  u i th the transmission 
service provider.  

3. Provide i n  c o l m  (e )  subheadings and c l a s s i f y  t rans- 
mission service purchased from other u t i l i t i e s  as: tlDeli- 
vered Pouer t o  Wheeler" or  tlReceived Pouer from Wheeler.t1 
4. Report in  columns (b) and (c)  the t o t a l  megawatthours 

received and del ivered by the provider o f  the transmission 
service. 

5. I n  colunns (d) through (g), report  expenses as shown 
o n - b i l l s  or  vouchers rendered t o  the respondent. In c o l m  
(d), provide demand charges. In  c o l u m  (e), provide energy 

& I  
5 1  
6 \TOTAL 

any out of per iod adjustments. Expla in  i n  a footnote a l l  
conpnents of the amount shoun i n  column ( f ) .  Report i n  
c o l u m  (9) the t o t a l  charge shoun on b i l l s  rendered t o  the 
respondent. If  no monetary settlement uas made, enter zero 
( t tOt t )  i n  column (9). Provide a footnote explaining the 
nature o f  the nonmonetary settlement, inc lud ing the amount 
and type of energy or service rendered. 

6. Enter VOTALt '  i n  column (a) as the l a s t  l ine. .Provide 
a t o t a l  amount i n  colunns (b) through (9) as the l a s t  l i ne .  
Energy provided by the respondent f o r  the uheeler ls 
transmission losses should be reported on the E l e c t r i c  
Energy Account, page 401. I f  the respondent rece'ived power 
from the wheeler, energy provided t o  account f o r  I.osses 
should be reported on l i n e  19. Transmission By Others 
Losses, on page 401. Otheruise, losses should be reported 
on l i n e  27, Total Energy Losses, page 401. 

7. Footnote ent r ies and provide explanations fo l l ou ing  

105,386 105,366 226,685 0 (3,266,653) (3,041,968) 

charges re la ted  t o  the amount o f  energy transferred. In  a l l  required data. 
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c Page 332 Line 2 Column B 5 

KENTUCKY POWER COMPANY 

Attacliineiit 1 
Page 15 1 of 397 
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Order Dated April 2 2 ,  199 9 
Item No. 3 

NOTE : 

(1)The respondent, Appalachian Power Company, Columbus Southern 
Power Company, Indiana Michigan Company and Ohio Power 
Company are associated companies and are parties to the 
Transmission Agreement dated April 1, 1984, as amended. 
Pursuant to the terms of the Transmission Agreement, . 

American Electric Power Service Corporation serves as 
agent and the parties pool their investment in high 
voltage transmission facilities (138Kv and above) and 
share the cost of ownership in proportion to the respective 
member's load ratio, As such there is no transfer of energy 
and some parties receive credits designated by brackets 
"0" which are recorded in Account 565. 

Page 332 Footnote.1 

! 



.... 

I - 
2 
3 
4 

5 

- 
- 
- 

- 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
4 0  
41 
42 
43 
4 4  

45 
46 
- 
- 

Descri t i o n  (8 - .  
l n ~  - v  Associat ion Dues 
Nut Pouer Research Expenses 
Other Experimental and General Research Expenses 
Publishing a D i s t r i b u t i n g  Information and R por ts . tQ Stockholdeys. Trustee Registrar and Transfer 
Agent Fees a 4  Expenses, and Other Expenses 07 Servicing Outstandink Secur i t ies  of the Respondent 
O t  e t  Expenses ( i s t  items o f  $5 000 or mor i n  s ouing the ( ) r ose (2) rec ip ien t  
a d  (3) @no t o\ such items. Grobp amounts o'i 1 e s s ' : k t ' ~ ~ ~ O  ky classes 11 te ih&r o f  items so 
g r o w  i s  #om) 

- 

- .  
Won Energy la Business 
ln te res t  Cost on AEP Borroued Capital 
Load Research-Time o f  Day 
AEP Serv. Corp. Federal Income Taxes & Credits 
Management Development Tra in ing - general 
Management Development A c t i v i t i e s  - general - 
Other Items ( 5 4 )  Under $5,000 

TOTAL 

RM NO.l  (EO. 12-94) 

Amount 
(b) 

$768,173 

17,939 

151,400 

$5,087 
21,891 
35,918 

(145,857) 
5,993 

23,026 
89,600 

$973,17[ 
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Date of  Report 
‘7?t3B79sY r, 

Name of  Res ndent This Report Is:.  
KENTUCKY P O E R  COMPANY X An O r i  i n a l  I i j ]  t 3 A Resu&ission 1 

(Except amort izat ion of  acqu is i t ion  adjustments) 
1. Report i n  Section A f o r  the year the amounts fo r :  c lass i f i ca t ions  and shouing a composite t o t a l .  Ind icate B (a) Depreciat ion Expense (Account 4 0 3 ) ;  (b) Amortization 

Year of Report 
Dec. 31,  1996 

of  Limited-Term E l e c t r i c  Plant (Account 404);  and ( c )  
Amortization of  Other E l e c t r i c  Plant (Account 405) .  

zat ion charges f o r  e l e c t r i c  p lan t  (Accounts 404 and 
405).  State the basis used t o  compute charges and 
uhether any changes have been made i n  the basis o r  
rates 

3. Report a l l  ava i lab le  in format ion c a l l e d  f o r  i n  sect ion 
sect ion C every f i f t h  year beginning u i t h  report year 1971, 
repor t ing annually on ly  changes t o  co lums (c )  through 
(9) from the complete repor t  o f  the preceding year. 

c iab le  p lan t  i s  followed, l i s t  nuner ica l ly  i n  colunn (a) 
each p lan t  subaccount, account or  funct ional  c l a s s i f i -  
cat ion, as appropriate, t o  uhich a r a t e  i s  applied. 
I d e n t i f y  a t  the bottom of sect ion C the type of  p lant  
included i n  any subaccounts used. 

In  c o l m  (b) repor t  a l l  depreciable p lant  balances t o  

2. Report in  sect ion E the rates used t o  compute amort i-  

used from the  preceding repor t  year. 

Unless composite deprec iat ion accounting for-Total depre- 

a t  the bottom of sect ion C the manner i n  uhich column 
balances are obtained. I f  average balances, s ta te  the 
method o f  averaging used. 

For columns (c), (d), and (e) repor t  ava i lab le  informa- 
t i o n  f o r  each p lant  subaccount, account or  funct ional  
c l a s s i f i c a t i o n  l i s t e d  in colunn (a). I f  p lan t  m o r t a l i t y  
studies are prepared t o  ass is t  i n  est imat ing average 
service l ives, show in  colunn ( f )  the type m o r t a l i t y  
curve selected as most appropriate f o r  the account 
and i n  column (g), i f  avai lable, the weighted average 
average remaining l i f e  o f  surv iv ing  p lan t .  

I f  composite depreciat ion accounting i s  used, repor t  
avai lab le information c a l l e d  f o r  in  columns (b) through 
(9 )  on t h i s  basis. 

4 .  I f  provisions f o r  deprec iat ion uere made during 
the year i n  add i t ion  t o  deprec iat ion provided by applica- 
t i o n  of  reported rates, s t a t e  a t  the bottom of 
sect ion C the amounts and nature of  the prov is ions 
and the p lant  items t o  uhich related. 

uhich rates are appl ied showing subtotals by funct ional  
A. Sunnary o f  Depreciat ion and Amort izat ion Charges 

De rec ia t ion  Amorti a t i o n  Amortiz t i o n .  o f  
(Account 403) 

Expense L i m i t  $-Term E Other Efec r c Total 
(e) 

tricP?ant(Acc !I& Plant cc b!?) ! L i n e  Functional C l a s s i f i c a t i o n  
I%) No. 

(a) (b) ( C )  

TOTAL $25,084,571 1 f25,084,57‘ 
E. Basis f o r  Amortization Charges 

Attachment 1 
Page 153 of 397 

KPSC Case No 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

H N O . l  (ED. 12-88)  * PAGE 336 



, 

Name of  Respondent 
IENTUCKY POUER COMPANY This Report Is: 

( 1 )  [ X I  An Or ig ina l  

(2) 1 A Resuhiss ion 12/31 /96 Dec. 31, 1996 

Date o f  Report 
(Mo, Da, Y r )  

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
24 

30 
39 
40 
4 1  
42 
43 
4 4  
45  
46 
47 
40 
4 9  
5 0  
- 

' 

262, 
328, 

36 I 

a- DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Continued) 

C. Factors Used in  Estimating Depreciat ion Charges 

I I i 

L ine 
No. 

12 
13 
14 
15 

Depreciable 
Account Plant Base 

No. (In Thousands) 

(a) (b) 

Steam Production 242, 
Transmission 
D i s t r i b u t i o n  
General 

Net 

Salvage 
(Percent) 

c 

Average Appl i ed Morta 1 i t y  

(Percent) T y p e  L i f e  
Depr. Rates Curve Remaining 

Attachment 1 
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Estimated 
Avg. Service 

L i f e  
( C )  

!c.NO.l (ED. 12-95) 

( f )  (d) (e) 

PACE 337 

(9) 

Next Page i s  340 

3.78x 
1.71% 
3.52% 
2.54% 



c Page 337 Line 12 Column e > 

NOTE (A) 

Depreciation was accrued monthly on functional composite bases at 
the above rates per annum on Electric Plant in Service Less Land 
and Land Rights, Intangibles, Improvements to Leased Property and 
Automotive Equipment as reflected by the Book of Accounts. 

1. Steam Production Plant 
2 .  Transmission Plant 
3 .  Distribution Plant 
4. General Plant 

Attachment 1 
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- - 
NOTE (B) 

Depreciable Plant Base at year end. Also see Note (A). 

NOTE (C) 

Estimated Average Service Lives and, to some extent, Net Salvage 
Values are determined by a number of factors, including not only 
the physical characteristics of the property (which themselves 
vary from time to time), but also management's judgement 
as reflected in the choice of equipment (as between alternatives) 
and the establishment and implementation of maintenance policy 
and operation practice. 

Page 3 3 6 - 3 3 7  Footnote.1 
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Name of Res ndent This Report I$: .  Date of Report 
KENTUCKY P O E R  COMPANY X An Ori inal (%f3?%6Y r, 1 1 3  A Resu%nission 1 

I PARTICULARS CONCERNING CERTAIN INCOME DEDUCTIONS AND INTEREST CHARGES ACCOUNTS 

Year of Report 
Dec. 31, 1996 

Re rt t e information specifie beLou i the order ccounts Amounts s t gn 5% of .each account total is greater) may be m g i v e n , ? o r  tfie respective income deiuction'ana interest $or the' year (or o f , b @ ,  u k ichever 

Item 
(a) 

i25 - MISCELLANEOUS AMORTIZATION 

'p" charges accounts. Provide a subheading for each account grouped by classes uithin the above accounts. 

Amount 
( b) 

and a total for the account. Additional c o l m s  may be 
added if deemed appropriate uith respect to any account. 

(a) Miscellaneous Amortization (Account 425) - -  Des- 
cribe the nature of items included in this account, the 
contra account charged, the total of amortization charges 
for the year, end the period of amortization. 

(b) Miscellaneous Income Deductions. - -  Report the 
nature, payee, and amount of other income deductions for 
the year as required by Accounts 426.1, Donations; 426.2, 
Life Insurance; 426.3, Penalties; 426.4, Expenditures for 1 

(c) Interest on Debt to Associated Companies (Account 
430) - -  For each'associated company to uhich interest on 
debt uas incurred during the year, indicate the amount 
and interest rate respectively for (a) advances on notes, 
(b) advances on open account, (c) notes payable,(d) 
accounts payable, end (e) other debt, and total interest. 
Explain the nature of other debt on uhich interest uas 
incurred during the year. 

(d) Other Interest Expense (Account 431) - -  Report 
particulars (details) including the amount and interest 

rt in Civic, Potjtical and Relate Activities; a rate for other interest charges incurred during. the year. 1 Ef6.5, Other Deductions, of the Uniqorm System ,"4 

i 3  
4 
5 
6 
7 
8 
9 
10 
, a  

(I 15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
3 L  

35 
36 

IOTAL-425 

126 - OTHER INCOME DEDUCTIONS 
426.1 DONATIONS 

EDUCATIONAL 
Miscellaneous Items Under 5% of Account Total 

MED I CAL 
Miscellaneous Items Under 5% of Account Total 

COMMUN I TY 
Boyd County United Uay 
Paramount Arts Center 
Miscellaneous Items Under 5% of Account Total 

OTHER DONATIONS 
Cunpanyls Share of Parent Conpanyls Donations 

OTAL-426.1 

426.3 - PENALTIES 

OTAL-426.3 

426.4 - EXPENDITURES FOR CERTAIN CIVIC, POLITICAL 
& RELATED ACTIVITIES 

Labor 
Transportation 
Employee Expenses 
Lobbying Expenses of  Parent Co. 

Miscellaneous Exwnses 
Employees 
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D 

0 

26,450 

760 

8,500 
10,000 

123,926 

7.365 

177,001 

500 

500 

84,016 
2,750 

38,854 
80,317 

10,537 

21 6,474 
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Name of-Res ndent This Report Is:. Date of Re o r t  Year of  Report 
'7?t3[l%6Y" Dec. 31,  1996 

X A n  O r i  i na l  1 [jj 1 3  A R e s u h s s i o n  1 KENTUCK I POER COMPANY 

I .- 

- 
i ne 
No. - 
i 
3 
4 
5 
6 
7 
8 
9 

10 
I' 'I 

-u 

16 
17 

10 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
3L 

3 5  

36 

... ~ -- --. >z- 
39 

and a t o t a l  f o r  the account. Addit ional columns may be 
added if deemed appropriate w i t h  respect t o  any account. 

(a) Miscellaneous Amort izat ion (Account 425) - -  Des- 
c r ibe  the nature o f  items included i n  t h i s  account, the 
contra account charged, the t o t a l  o f  amort izat ion charges 
fo r  tC 

(ti Miscellaneous Incane Deductions -- Report the 
nature, payee, and amount o f  other incams'deductions f o r  
the year as requi red by Accounts 426.1, Donations; 426.2, 
L i f e  Insurance; 426.3, Penalties; 426.4, Expenditures f o r  

i~ 'el" Civ ic  P o l i t i c a l  and Relet Ac t iv i t ies ;  a 
Other Dlductions. o f  the Un$orm Svstem 3 

year, and the per iod  o f  amortization. 

( c )  In terest  on Debt t o  Associated Companies (Account 
430) - -  For each.associated company t o  which i n t e r e s t  on 
debt uas incurred during the year, ind ica te  the amount 
and in terest  r a t e  respect ive ly  f o r  (a)  advances on notes, 
(b) advances on open account, ( c )  notes payable,(d) 
accounts payable, and (e) other debt, and t o t a l  in te res t .  
Explain the nature of  other debt on unich in te res t  uas 
incurred during the year. 

(d) Other In te res t  Expense (Account 431)  - -  Report 
par t i cu la rs  (dets i  1s) inc lud ing the amount and in te res t  
r a t e  f o r  other in te res t  charges incurred dur ing the year. 

..- 
- Item 

(a) 
426.5 - OTHER INCOME DEDUCTIONS 

Write d o m  o f  ins ider  heat purps t o  sales p r i c e  
.F branding expense 

barious C l u b  Dues 8 Memberships Each 
Under 5% of  Account Total 

Write down o f  ETS furnace t o  est. sales p r i c e  
Customer Financing Program 
Miscellaneous Items under 5% 

OTAL-426.5 

OTAL 426 

131 - OTHER INTEREST EXPENSE 

Customer Deposits - 6% 
Short Term Notes - Various 
Comnercial Paper - Various 
Lines o f  C r e d i t  Fees 
Other Investment Expense - Miscellaneous 
Other In te res t  Expense - Emiss ion  Allouance 

Carrying Charge 

'OTAL 431 

r 

145,328 
143,700 

12,867 
218, OD0 
438,113 

2,682 

960,6F 

1,354.66, 

206,598 
429,823 

2,353,492 
65.449 

1.662 

3,456 

3,060,480 

ttachment 1 
Page 158 of 397 

W S C  Case No. 99-149 
TC (1 st Set) 

Order Dated April 22 ,  1999 
Item No. 3 

PAGE 340.1 Next Page i s  350 



Date of Report 
(7?f3!746yr 

X An O r i  i na l  :R COMPANY Year of  Report 
Dec. 31, 1996 

Des r i p t i o n  
a m  of regufatory c 

07 tEe case.) 
Gt or ca e umber, s i t s Z c F F p Z ~  

ing the current year (o r  incurred i n  previous expenses t h a t  are not deferred and the current year 's 
amort izat ion o f  amounts deferred i n  previous years. ing amortized) r e l a t i n g  t o  formal cases before a 

)dy, o r  cases i n  uhich such B body uas a party. 

(a) 
sment 95-96 

sment 96-97 

Asses ed by 
Regufatvry 
Comni s s i  on 

ous 

a 

I -  

Total  Deferred 
Current Year 182.5 a t  

03 year 

Expenses fo r  i n  Ac ount 
(b) + t c )  Be inning 

-- 

0 
Page 350 

2L, 834 

19,800 

49,185 

28,123 

38,008 

$296.567 

24,831 

19,BDt 

49,185 

28,123 

38,000 
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. Show i n  c o l m  (k) anv 

EXPENSES INCURRED DURING YEAR 
CURRENTLY TO 

Year o f  Report 
Dec. 31, 1996 

This Report I $ -  $12 1x1 An_Ori ' inal 

REGULATORY COMMISSION EXPENSES (Continued) 
& m i s s i o n  

. ..._ 
expenses incurred in  p r i o r  years 4. L i s t  i n  column I f )  ( 0 )  a d  f h j  expenses incurred durir 

AMORTIZED DURING YEAR 
Contra Deferref 'n 

Account Amount Accoun 81.3, 
~ n d  OF Year 

-. . 

Cj) 

- - . -. - . . . , , .a,, -..- . * a ,  I 

:h are being amortized. L i s t  i n  c o l m  ( a )  the per iod of  year uhich uere charged cu r ren t l y  t o  income, plant, o r  othel 

(k) (1) 

accounIs. 
5. Minor items ( less than $25,000) may be grouped. 

- 
928 

CHARC 
Department 

( f )  

E l e c t r i c  

E I ect  r i c  

E 1 ect  r i c  

E l e c t r  i c 

f l e c t r  i c  

i 1 ect  r i  c 

Account Amount No. 
ts) 

928 

928 

928 

928 

?28 

(h) 
f136,6 

24,a: 

19,8( 

49,lt  

28, li 

38,OC 

$296.567 
- 
0 

~ 

Page 
- 
1 

0 0 

- 
.in 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
1: 
19 
?O 
!1 
!2 
!3 
!4 
!5 
16 
'7 
'8 
'9 
0 
1 
2 
3 
4 
5 
6 
7 
0 
9 
0 
1 
2 
3 

- 



oj(?13?%6y r, 
KENTUCKY PO@R CDWPANY X An O r 1  i na l  f 1 A Resuhiss ion I 1 

or concluded during the year. 
others during the year f o r  joint ly-sponsored pro jects . ( Ident i fy  
rec ip ient  regardless o f  a f f i l i a t i o n . )  For any R, D 8 D work car- 
ried u i t h  others, shou separately the respondent's cost f o r  the 
year and cost chargeable t o  others. (See d e f i n i t i o n  o f  research, 
developnent, and demonstration i n  Uniform System of  Accounts.) 

shoun belou. Class i f icat ions:  

Report a lso support given t o  

2. Ind icate in c o l u m  (a) the appl icable c tass i f i ca t ion ,  as 

A. E l e c t r i c  R, D 8 D Performed I n t e r n a l l y  
(1) Generation 

a. Hydroelect r ic  

Dec. 31, 1996 

e. Unconvent i one I generat i o n  
f. S i t i n g  and heat r e j e c t i o n  

(2) System Planning, Engineering and Operation 
(3) Transmission 

a. Overhead 
b. Underground 

(4) D i s t r i b u t i o n  
( 5 )  Environment (other than equipment) 
(6) Other (Class i fy  and inc lude items i n  excess of  $5,000. 
:7) Total Cost Incurred 

B. Elec t r i c ,  R, D 8 D Performed Externa l l y  . 

1 
2 

1 
.-, 

ELECTRIC UTILIITY RESEARCH, DEVELOPMENT 8 
DEMONSTRATION PERFORMED INTERNALLY 

ine )  C l a s s i f i c a t i o n  
No. l a 1  

3 
4 
5 
6 
7 

A(1)B GENERATION: FOSSIL-FUEL STEAM 

A(1)D GENERATION: NUCLEAR 

13 
14 

15 
16 
17 
18 
19 
!O 
!1 
?2 
!3 
?4 
!5  
!6 
!7 
!8 
!9 
30 
31 
32 
33 - _  

A(3)A TRANSMISSION: OVERHEAD 

A(3)B TRANSMISSION: UNDERGROUND 

A(4) DISTRIBUTION: 

A(5) ENVIRONMENT: (OTHER THAN EQUIPMENT) 

A(6) OTHER: 

1 

A(7) TOTAL COST INCURRD INTERNALLY 

E L E C T R I C  U T I L I T Y  RESEARCH, DEVELOPMENT, 8 
DEMONSTRATION PERFORMED EXTERNALLY 

B(1) RESEARCH SUPPORT TO THE ERC OR THE EPRI :  

B ( 2 )  RESEARCH SUPPORT TO THE EDISON ELECTRIC 
INSTITUTE 

(5) TOTAL COST INCURRED EXTERNALLY 

34 I 

NO.1 (ED. 12-87) 

Desc i p t i o n  ( L )  

3 ITEM(S) UNDER $5,000 

ADVANCED PRESSURIZED UATER REACTOR DESIGN 

2 ITEM(S)  UNDER $5,000 

4 ITEM(S) UNDER 55,000 

1 I T E M S )  UNDER S5,OOO 

4 ITEMCS) UNDER $5,000 

Attacliment 1 
Page 1G1 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Ilem No. 3 

5 ITEM(S) UNDER $5,000 

IMPLEMENTATION OF FAULT ANALYSIS I N  L I G H T I N G  LOCATION SYSTEM (FALLS) 

PROTOTYPE OF NATIONAL ASSOCIATION OF HOME BUILDERS SMART HOUSE FIELD TEST 

6 ITEM(S) UNDER $5,000 

1 ITEM(S) UNDER 55,000 

1 ITEMCS) UNDER $5,000 

Page 352 



I Name of Res ndent This Report 1 s -  Date of  Report 1 KENTUCKY P O E R  COMPANY I { $ j  t X 1 A An Resu&ission O r i ' i n a l  I (??j3!%6y ) 

[Costs Incurred I n t e r n a l l )  
, Current Year LCI 

Year of  Report 
Dec. 31, 1996 

1,954 

8, 546 

, 

878 

1,055 

601 

Groups unn ( f )  the amounts re la ted  t o  the account charged i n  
column (e). 

cumulation o f  costs of pro jects .  This t o t a l  must equal the 

Demonstration Expenditures, outstanding a t  the end o f  
the year. 

( 4 )  Research Support t o  Others (Class i fy)  
( 5 )  Total Cost Incurred 5. Shou i n  c o l m  (g) the t o t a l  unamortized ac- 

3. Include i n  colunn (c )  a l l  R, D & D items performed 
i n t e r n a l l y  and i n  c o l m  (d) those items performed balance i n  Account 188, Research, Development, and 
outside the carpany cost ing S5,ODD or  more, b r i e f l y  
describing the s p e c i f i c  area of  R, D & D (such as 

1,304 

I I N  CURRENT YEAR 

Amx' 

5,627 

Unamor ized 
Accumufation 

(9) 

98,329 

6,596 

2,486 

127,376 

- 
D a c t i v i t y  
the accouni nunber charg 

- 

:osts Incurred External ly  
Current Year 

I d )  

2,465 

2,070 

4 , 5 3 5  

I 
AMOUNTS CHARG 

Account 
(e) 

5 06 

930 

930/566 

566/588 

588 

588/566 

506/930 

566 

588 

930/588 

5 06 

566 

Page 353 
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1,954 

8,546 

878 

1,055 

60 1 

1,304 

5,627 

98,329 

6,596 

2,486 

127,376 Altachment 1 
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Order D 

2,465 

2,070 

L, 535 

131,911 

ted April 22: 1999 
Item No. 3 

- 
i ne 
No. 

1 
2 
3 
4 
5 
6 
7 
P 

- 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

5 ,  
32 
33 

35 

7 

1 



This Report Is:. Date of Report 
I I t j j  1 1  A Resuknission 1 (74Z3096y r, 

X An Or1 inal 

Eat4 NO.l (ED. 12-88) 

Year of Report 
Dec. 31, 1996 
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Name o f  Res ondent This Report I $ : .  Date of Re o r t  Year of  Report 
KENTUCKY POEER COMPANY I t ! ! ]  t X 1 A n  A Resu&ission O r 1  i n a l  

D I S T R I B U T I O N  OF SALARIES AND WAGES (Continued) 

1 ‘7$)3!%6yF’ Dec. 31, 1996 - 
48 
49 
50 

72 
73 
- - 
I 7& 

75 
j 76 

77 

I 78 
, 79 

80 
81 ‘ I :: 

I &  
’ 85 

86 
87 
88 
89 
90 
91 
92 
93 

(a) 
Gas 

Total Operation and Maintenance 
Production--Manufactured Gas (Enter Total of l i nes  28 and 4 0 )  
Produc f i o  rj--t jatur$b Gas t l n c l u d i n g  Expl. and Dev.) 

(Tota o l i n e s  and ) 

-- . -. . . _  ., ... . 
I. . ... .~ 
i: ... .. y+z> 

i 

54 D i s t r i b u t i o n  (Lines 33 and 45)  
55 Customer Accounts (Line 34) 
56 Customer Service and Informational (Line 35)  
5- Sales (Line 3 6 )  - 

Gas Plant 
Other 

TOTAL Construction (Total o f  l i n e s  65 t h r u  67)  
Plant Removal (By U t i l i t y  Departments) -. 
€ l e c t r i c  P lant  
Gas Plant  
Other 

- 

TOTAL Plant Removal (Total o f  l i n e s  70 t h r u  7 2 )  
Other Accounts (Specify): 
Fuel Stock Expenses-Undistributed 
Stores Expense-Undistributed-180 Expense 
Stores Expense-Undistributed-Pouer Plant  
Transportat ion Expenses-Maintenance 
Transportat ion Expenses-Accidents 
Transportat ion Expenses-OgM-General & OH 
Bui ld ing  Service-Clearing 
MDD-Other Uork I n  Progress 
MDD-Unclassified Payro l l  
Expenditures t o  C N l C ,  P o l i t i c a l  & R /A  

Unclass i f ied NPOT/NVAC 
Non-Productive Payro l l  

TOTAL Other Accounts 
TOTAL SALARIES AND WAGES 

Total 
I h) 1 f d )  I 

I I I 
I I 01 

~~ ~ 

$22.693.062 I $3.669.838 I $26,362,900 I 

7.165.040 1.174.480 8,339.520 
I I I 

~~ ~ 

$7.165.040 I 51,174,480 1 L8.339.57n 1 

670,542 1 144,199 1 814, I .. 
I 

$670,542 I $144,199 I $814’74 1 

918.298 
747,035 
440,663 
414,053 

950 
176,007 

2,013 
1,023,936 

4,830 
78,792 

(116,468) 
1,427,498 

( 91 8,298 
(709,683 1 
(440,663 1 
(380,013) 

(872)  
(161,537) 

(1 ,679)  
(1,023,936) 

0 
0 
0 

(1,351,836) 

0 
37,352 

0 
34,040 

78 
14,470 

334 
0 

4,830 
78,792 

(116,468) 
75,662 

Attachnient I 
Page 164 of 397 

KPSC Case No. 99-149 
TC (1  st Set) 

Order Dated April 22, 1999 
Item No. 3 

$5,117,607 1 ($4,988,517) I $129, 
$35,646,251 I 0 1  $35,646,254 

IFORH 10.1 (ED. 12-88)  Page 355 



1 Name of Res ondent This Report 1 s . .  Date of Report 
''j'f)3!?$6Y 

X An Ori'inal I [J{ 1 { A Resuhssion 1 1 KENTUCKY POBER COMPANY 
~ 

ELECTRIC ENERGY ACCOGl 1 -  

Year of Report 
Dec. 31,  1996 

Report belou the information called for concerning the disposition of electric energy generated, purchased, exchanged and 
heeled during the year. 

f 

! 8 
9 

I 10 

26 ~ ~ ~ ~ s u m " , ~ , ~ r y ~ ~ ~ c ~ ~ ~ ~ y s ~ ~ ~ ~ ~ ~ r ~ e )  (Less) Energy for Pumping 
N t Gener tion ( nter Total 27 Total Energy Losses 449,041 
of  Lines 9 thru E) 

Purchases 4.527.103 Thru $5, [MUST EOUAL LINE 26, 10.557.495 
6,030,392 

28 TOTAL nter Total of Lines 2 

MONTHLY PEAKS AND OUTPUT --- j 1 .  If the respondent has two or more power systems which uith the sales so that the total on line 41 exceeds the 

37 1 September 636,839 142,117 960 

39 I November 760,465 147,987 1,116 
40 I December 855.111 I 21 7.944 1,262 

38 1 October 666,481 144,449 885 

e not physically integrated, furnish the required infor- amount on line 24 by the amount of losses incurred (or 
estimated) in making the Non-Requirements Sales For Resale. 

2. Report in column (b) the system's energy output for 4 .  Report in colunn (d) the system's monthly maximun 
megauatt load (60-minute integration) associated uith the each month such that the total on line 41 matches the total 

on line 20. net energy for the system defined as the difference betueen 

Non-Requirements Sales For Resale reported on line 24. 5 .  Report in colms(e) and (f) the specified information 
Include in the monthly amounts any energy losses associated 

ion for each non-integrated system. e 
3. Report in column (c) a monthly breakdown of the c o l m s  (b) and (c). 

for each monthly peak load reported in c o l m  (d). 
N A M E  OF SYSTEM: 

9 1600 
21 0900 
1 5  0900 
21 0900 

t a R M  NO.l (REVISED. 12-90)  Page 401 

Attachment 1 
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Order Dated April 22, 1999 
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I 



e 
c Page 401 Line 29 Column f > 

Attachment 1 
Page 166 of 397 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 

The internal AEP System Peaks for 1996 by month were: ~ I t e n i ~ o .  3 

(D) (E) (F) 

29 JAN 17,833 11 0900 
30 FEB 19,557 05 0800 
31 MAR 17 , 721 08 1100 

33 MAY ' 17,409 20 

LINE NO. MONTH MEGAWATTS DAY OF MONTH HOUR 

32 APR 15,309 10 0800 
1500 

34 JUN 17,679 17 1400 
35 , J u L  18,072 17 1600 
36 AUG 18 , 864 07 1600 
37 SEP 1-5 , 935 05 1600 
30 OCT 14 , 208 11 0800 
39 NOV 17 , 077 15 0800 
40 DEC 18,263 20 0900 

Page 401 Footnote.1 



Date of Report 
'~?)38%6' 

This Report I$: .  ' Name of Res j Kentucky PoE%&any x An O r i  i n a l  f 1 A Resuhiss ion 1 1 Year of Report 
Oec. 31,  1996 

27 I Allouances 

:L ine 
No. 

! 1 

2 

3 
4 

1 5 

6 
7 
8 
9 

10 
1 1  
12 
13 
14 
15  
16 - . .  

(264.640) I 

1 tern Plant Name: B I G  SANDY Plant Name: 
(a) (b) ( C )  

I Kind.of Plant Steam, In ternal  Comkrstion, Gas Attachment 1 
Turbine o r  Nuclear) STEAM Page 167 of 397 T 
B%er, Fufi  outloor, Etc.! CONVENTIONAL KPSC Case No. 99-149 
Year O r i g i n a l l y  Constructed 1963 TC (1 st Set) 
Year Last U n i t  was I n s t a l l e d  Order Dated April 22, 1999 
Total nstal led.Capacity ( M a x i m  Generator Item No. 3 

o f  P l  nt Co s t r u c t i o n  Conventional, Outdoor 

1969 

Name P la te  Ratings in  MU) - - 1,096.80 
Net Peak Demand on Plant - -  MU (60 minutes) 
Plant Hours Connected to Load 
Net Continuous Plant Capabi l i ty  (Megawatts) 

1,095 
8,670 

1,060 
0 

Average Nunber of  Enployees 176 
Net Generation,Exclusive of  Plant Use --KUh 6,030,392,000 
Cost o f  Plant: Land and Land Rights 1,076,545 
Structures and Improvements 26,993,235 
Equipnent Costs 215,149,912 
Tota l  Cost $243,219,692 

Uhen Not L imi ted by Condenser Uater 
Uhen Limi ted by Condenser Uater 

1 

l n s t a l l e d  Capacity ( l i n e  5)  
.- -2roduct ion Expenses: Oper. Supv.  B Engr. 

Coolants and Uater (Nuclear Plants Only) 

22 
23 I Steam Transferred ( C r . )  

2 4  E l e c t r i c  Expenses 
25 
26 Rents 

1 Steam From Other Sources 

Misc. Steam (o r  Nuclear) Power Expenses 

28 1 Maintenance Supervision and Engineering I 2,315,536 I I 

221.7539 
2,572,976 

67,013,883 

2,745,938 

~ ~~~ 

214,104 
2,055,334 

9,945 

29 1 Maintenance o f  Structures 

31 
32 
33 1 Tota l  Production Expenses 
54 I Expenses per Net KUh 

1 Maintenance of E l e c t r i c  P lant  
1 Maintenance M i s c .  Steam (or  Nuclear) Plant 

55 /Fuel: Kind (Coal,Gas,Oil,or Nuclear) 

56 1 Un i  (Coal-tons of 000 lb.) (O i l -bar re ls  

57 I Quanti ty (Uni ts)  of Fuel Burned 
I of ti gals.) (Gas-Mcf~(Nuc1ear-indicate) 

1.639.879 I 

2,200,845 
828,591 

992,981,814 
00.0154 

I 

2,423,065 35,266 I I I 

COAL * O I L  

TONS BARRELS 
I 

30 I Maintenance o f  Bo i le r  ( O r  Reactor) Plant I 11.649.423 I I 

verage ost of Fuel per Unit, as Delivered 
;9 1 4.o.b. Pfant During Year I 926.994 
.O ..Lb Average Cost o f  Fuel per Un i t  Burned $27.247 

? ..'sAvg. Cost of Fuel Burned per M i l l i o n  Btu $1.144 
80.011 

-. .. 
~ : -.. 

. c y =  Avg. Cost o f  Fuel Burned per KUh Net Gen 

.3  Average Btu per KUh Net Generation 9,612.000 

~ ~ 

929.371 
928.179 

$4.836 

I 



... 

? . f 

c Page 402 Line 35 Column b > 

Used for Startup, Banking of Boiler, Flame Stabilization, and 
Supplemental Firing. 

'- , 

Attachment 1 
Page 168 of 397 

KPSC Case No. 99-1 49 
TC (1st Set) 

Order Dated April 22, 1999 
Item No, 3 

. .. 
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FERC Docket Nos. EC98-40-000 et al. 
STAFF'S 2nd, Q. # StafflApp-39 

Name of  Res ondent This Report I $ : .  Date of Report KENTUCKY P O ~ E R  COMPANY 1 ti] 1 3  X An A Resuhiss ion O r 1  i n a l  I ) 
'%3!%6y 

Year of  Report 
Oec. 31, 1996 

F i n s  nominal voltage o f  132 k i l o v o l t s  or  greater. Report by the use of brackets and ext ra l ines. Minor por t ions of a 
transmission l i nes  below these voltages i n  group t o t a l s  only 
f o r  each voltage. 

2.  Transmission l i nes  include a l l  l i nes  covered by the 

d e f i n i t i o n  of transmission system p lan t  as given in  the Uni- 
form System of Accounts. Do not repor t  substat ion costs and 
expenses on t h i s  page. 

3. Report data by ind iv idua l  l i nes  f o r  a l l  voltages i f  so 
required by a State commission. 

4.  Exclude from t h i s  page any transmission l i nes  f o r  uhich 
p lant  costs are included i n  Account 121, N o n u t i l i t y  Property. 

5.Indicate whether the type o f  supporting s t ructure repor t -  

Line 
No. 

transmission l i n e  of  a d i f f e r e n t  type of  const ruct ion need not 
be dist inguished from the remainder of  the l i ne .  

6. Report i n  colunms (f)and(g) the t o t a l  pole miles of  each 
transmission l i ne .  Show in  column ( f )  the pole miles of  l i n e  
on structures the cost of uhich i s  reported f o r  the l i n e  desi- 
gnated; conversely, show i n  c o l m  (g) the  po le  mi les of  l ine 
on structures the cost o f  which i s  reported f o r  another l i ne .  
Report pole miles of  l i n e  on leased o r  p a r t l y  owned s t r u -  
ctures i n  c o l m  (g). I n  a footnote, exp la in  the basis of  
such occupancy and s ta te  whether expenses w i t h  respect t o  
such structures are included i n  the expenses reported f o r  the 

3 
4 
5 

wood, or s tee t  potes; (3)  ~ o w e Q " ~ ; u ~ $  unc ie rgro8const ruc-  
I 

Big  Sandy, KY 
B ig  Sandy, KY 
Big Sandy, KY 

B ig  Sandy, KY 

765.00 
765.00 
765.00 
765.00 
765.00 
345.00 
161.00 
161.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 

13k88 

B ig  Sa y: KY 

ST 

ALUM 
ST 

ALUM1 
ST 

ST 
UP 
ST 
ALUM 
ST 

ST 
ST 

ST 

ST 
ST 

UP 
ST 
UP 
ST 
ALUM 
UP 
UP 
ST 
UP 
UP 
UP 
UP 
UP 

ST 

UP 
UP 

i! 

1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

I 29 
! 30 
1 31 

To 
(b) 

Hazard, KY 
B ig  Sandy, KY 
Big Sandy, KY 

Big Sandy, KY 
Bellefonte, KY 
Hazard, KY 

Hazard, KY 
Mil lbrook, OH 

Hi l lbrook,  OH 

Clinch River, VA 

Cl inch River, VA 

Logan, W 

Beaver Creek, KY 
Beaver Creek, KY 
Beaver Creek, KY 
T r i  State, W 

T r i  State, W 

Chadwick 
Chadwick 
Milbrook Park, Oh 
Beaver Creek 
Dewey 
Besley Layne 

Amos W 
S a r g h s ,  OH 
Sargents, OH 
Broadford, VA 

Broadford, VA 

Broadford, VA 

Jefferson, I N  

Tr i -State,  VV 
P inev i l le ,  KY 

P inev i l le ,  KY 
Bel le fonte 
Bel le fonte 
U Huntington, W 

N Proc torv i l le ,  OH 
Beaver Creek, KY 

Beaver Creek, KY 
Siloam, KY 
Siloam, KY 

Beaver Creek, KY 
Beaver Creek, KY 
Sprigg, KY 

B ig  Sandy, KY 
B ig  Sandy, KY 

B ig  Sandy, KY 

Bel lefonte, KY 
Bel lefonte, KY 

KY E l e c t r i c  Steel 
Coa 1 ton 
Fu l le r ton  
Spi cewood 
Massey 
A 1  Len 

SPr i 99 
Inez 
Lovelv 

TOTAL 

. .  

765.00 
765.00 
765.00 
765.00 
765.00 
345.00 
161 .OO 
161 .OO 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
69.00 
69.00 

138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
69.00 
46.00 

138.00 

W88 
FORM NO. 1 (ED. 12-87) Page 422 

1 Structure 
1 7  L ine 

leSi 91; ted 

2e: $8 
4.79 

12.65 
3.04 

58.26 
154.74 

8.36 
45.62 

0.72 
12.08 
14.77 
0.33 
1.10 
6.17 

22.35 
1.58 
0.09 
1.47 

16.92 
0.64 

32.43 
10.05 
16.41 
0.71 
0.38 
7.90 
0.98 
5.08 

26.40 
3.09 
6.35 
5.88 

12:flz 
- 

I Structures ,? Another 
L ine 

(9) - 

1 . 1 0  

16.92 

0.33 
14.41 

1.58 

lunber 
of  

:i r c u i  t: 

(h) 
1 
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1 
1 
1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 

1 

1 

5 - 
- 

I t  1 
738 



Name of Res ndent This Report I $ '  Date of Re ort 1 KENTUCKY P&R COMPANY 1 !jj f X 1 A An Resuhssion Ori'inal 1 (Pff3!%6yF) 

line. Designate in a footnote if you do not include lover 
voltage lines with higher voltage lines. If  two or more trans- 
mission line structures support lines of the same voltage, 
report the pole miles of the primary structure in column (f) 
end the pole miles of the other linets) in c o l m  (4). 
8. Designate any transmission line or portion thereof for 

uhich the respondent i s  not the sole ouner. I f  such property 
is leased from another company, give name of lessor, date and 
term of lease, and l mount of rent for year. For any transmi- 
ssion line other than a for leased line, or portion thereof, 

Year of Report 
Dec. 31, 1996 

particulars (details) of such matters as percent ounership by 
respondent in the line, name of co-owner, basis of sharing 
expenses of the line,and hou the expenses borne by the respon- 
dent are accounted for, and accounts affected.Specify uhether 
lessor, co-ouner, or other party is an associated company. 
9.  Designate any transmission line leased to another company 
and give name of lessee, date and terms of lease, annual rent 
for year, and how determined. Specify uhether lessee is an 
associated company. 

10. Base the plant cost figures called for in colums (j) to 

TRANSMISSION LINE STATISTICS (Continued) c- 

which the respondent is not the sole ouner but uhich the ( 1 )  on the book cost at end of  year. 
-- 

Maintenance Rents 
Expenses 

(n) ( 0 )  t i l  

Total 
Expenses 

( P) 

54 HCMA 

556.5 VAR 

1033.5 VAR 
397.5 HA 
397.5 HCMCU 

556 MCMA 

1795 MCMA 

1795 MCMA 
I795 MCMA 
!556.5 MCM 
i795 MCMA 

I 

I 
FERC FORM NO. 

COST OF LINE (Include in c o l m  (j) Land, 
Land rights, 

Land 

$2,665,075 

216,997,648 
$1 4,704 
$197,622 

$492,653 

$8,672 
U , 4 7 8  

$59,507 

$8,176 

$84,068 

$2,128 
$5 19,478 

$16,110 

$6,858 
$337,532 
$374,717 
5555,042 
$238,736 
$141,50S 

I (ED. 12-87) 

onstruction and 
Other Costs 

$14,691,137 

Sl02,812,450 
$1,019,199 
$1,729,879 

fl.220.850 

s63,923 

$4n,449 
$1 68,524 

$111,403 

$1,261,746 

$444,269 
$2,471,115 

9429,302 

$223,134 
9422,416 

$408,336 
$223,476 

$1,132,585 
$1,415,459 

$3$5B: 2& 

Total Cost 

$17,356,212 

f119,810,098 
$1,163,943 
$1,927,501 

$1,713,503 

$72,595 
L173,002 
$536,956 

$119,579 

t1,345,014 

9446,397 
$2,990,593 

$445,4 12 

$229,992 
5759.94e 
$374,717 
$963,37E 
$462,212 

$1 ,274,09[ 
$1,415,455 

''sf5&:13i 

EXPENSES, EXCEPT DEPRECIATION AND TAXES 

0 ration 
Erpnses 

(m) 

Page 423 

I 

- 

im  
No. 

- z 
3 
4 
5 

9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3' 



Date o f  Re o f t  Name of Res ondent 
KENTUCKY POBER CWPANY This Report I $ : .  1 ti] f X 1 An A Resuhission O r i  i n a l  I (?!!13!%6yF) 

having nominal vol tage of  132 k i l o v o l t s  or greater. Report 

transmission l i nes  below these voltages i n  group t o t a l s  only 
f o r  each voltage. 

2. Transmission l i nes  include a l l  l i nes  covered by the 

d e f i n i t i o n  of transmission system p lant  as given in  the U n i -  
form System of Accounts. 00 not report  substat ion costs and 
expenses on t h i s  page. 

3. Report data by i nd i v idua l  l i nes  f o r  a l l  voltages if so 
required by a State comnission. 
4. Exclude from t h i s  page any transmission l i nes  for  which 

p lant  costs are included i n  Account 121, N o n u t i l i t y  Property. 
5.Indicate uhether the type of supporting Structure repor t -  

Year o f  Report 
Dec. 31, 1996 

4 
3 
4 

by the use o f  brackets and ext ra l ines.  Minor por t ions of  a 
transmission l i n e  o f  a d i f f e r e n t  type of  construct ion need not 
be dist inguished from the remainder of  the l i ne .  

6. Report i n  columns (f)and(g) the t o t a l  pole mi les of  each 
transmission l ine.  Show i n  c o l u m  ( f )  the pole mi les of l i n e  
on structures the cost of  which i s  reported f o r  the l i n e  desi-  
gnated; conversely, show i n  c o l u m  (9) the pole mi les of  l i n e  
on structures the cost of which i s  reported f o r  another l ine.  
Report pole mi les of  l i n e  on leased or p a r t l y  owned s t ru -  
ctures i n  c o l m  (9). In a footnote, expla in  the basis of  
such occupancy and s ta te  whether expenses wi th  respect t o  
such structures are included i n  the expenses reported f o r  the 

c o l ~ n r (  i :(!) i n  Le or s t e e l - (  ) H-frame l i n e  designated. 
or stee? potes, (5) !oueclS;u% u n d e r g r o d  construe! 

OESIGNATION 

From 
(a) 

1 ne2 
Dorton 
Beaver Creek 
Massey 
Lovely 
Engle Tap 
Big Sandy 
Beaver Creek 
Bel le fonte 

69KV Lines and Below 

765KV Expenses 

345KV Expenses 

l6lKV Expenses 

138KV Expenses 

To 
(b) 

1 r t i k i  temi ng 
ipr igg #1 
.ovely 
IcC 1 ure 

iouth Neal 
ipr igg #3 
iK Steel Oxygen Plant 

VOLTAC 
lndicatc 

perat ins 

( C )  

Z8h::CCF! 

13M 
138.01 
69. OC 
69.0C 
69.01 

138.01 
138.01 
138.0( 

69.0[ 

( K V )  
here 
phase 

es i gns 

(d) 

- 

139:8~ 
138.01 
138.0 
138.0 
138.0 
138.0 
138.0 
138.0 

69.0 

Type of  
Supporting 
Structure 

(e) 
P 
P 

T 

FERL FORM NO. 1 (ED. 12-87) Page 422.1 
TOTAL 

ENGT (Pole m' les) 
I n  ttte case i 
under round Pines 
remr! c i r c u i t  m i  [es) 
In Structur  
sf Line 

es ' ) ted 

5:f 
32.6 

4.3 
6.9 
4.6 
0.0 

0.2 

589.5 

- 
I Structures 
I? Another 
Line 

(9) - 

5.93 

Attacluiienl 1 
Page 171 of 397 

KPSC Case No. 99-1 49 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

lumber 
of  

: i r c u i  t s  

(h) 

1 
1 
1 
1 

1 

2 

1,173.461 40.271 4: 



Date of Report Year of. Report Name of Res ondent This Report I$: .  
KENTUCKY POeER COMPANY 1 t X 1 An A Resuhission Or1 rnal 1 '7?13?79by Dec. 31, 1996 .- 

mrt Lower voltage lines and higher voltage lines as one succinct statement explaining the arrangement and giVini 
[!ne. Designate in a footnote if you do not include louer particulars (details) of such matters as percent ownership by 

$1,729 $858,521 

voltage lines with higher voltage lines. I f  tu0 or more trans- 
mission Line structures support lines of the same voltage, 
report the pole miles of the primary structure in column (f) 
and the pole miles of the other line(s) in column (9). 
8. Designate any transmission line or portion thereof for 

uhich the respondent is not the sole ouner. If such property 
is leased frm another company, give name of lessor, date end 
terms of lease, end amount of rent for year. For any transmi- 
ssion line other than a leased line, or portion thereof, for 

$1,043.25 

respondent in the line, name of co-ouner, basis of sharing 
expenses of the l'ine,and hou the expenses borne by the respon- 
dent are accounted for, and accounts affected.Specify uhether 
lessor, co-ouner, or other party is an associated company. 
9. Designate any transmission line leased to another company 
and give name of lessee, date and terms of lease, annual rent 
for year, and hou determined. Specify uhether lessee is an 
associated company. 

10. Base the plant cost figures called for in c o l m s  ( j )  to 
uhich the respondent is not the sole ouner but which the ( 1 )  on the book cost at end of year. 

x 

I COST OF LINE (Include in column ( j )  Land, 
land rights, and clearing right-of-uay) 

Lend 
c:iXc:ir 
and Material 

, M C M  , J MCMA 
1705 M C M  

)3 VAR 
I i L& VAR 

217,ZOt 
$1 18,231 
U0,391 

s121,oos 
5120,30' 

$51.485 

$2,152,411 

S26.688.49r 

:onstruction and Total Cost 
Other Costs 

( k )  I ( 1 )  

$1,192,604 
$292.027 
us 1,593 

$1,185,444 
$97,436 

$225,664 

$25.,644,027 

$1,310,842 
$332,425 
$572,602 

$1,305,745 
597,436 
$5 1 ,485 

$225,664 

$27,796,440 

$197,149,10( 

EXPENSES, EXCEPT DEPRECIATION AND TAXES 

0 ration 
E K n s e s  

(m) 

$91,942 

s o ,  206 

$1 '304 

$7,227 

S42,32! 

S183,OO; 
Page 423.1 

, 

Maintenance 
Expenses 

(n) 

$43 1,33' 

$188,611 

$6,111 

$33,901 

$1 98.55: 

Rents 

( 0 )  

$1 ,725 

-- 
Total 

Expenses 

S525,OO; 

S228,82I 
I 

$7,421 
I 

S41,13l 

m O ,  871 

- 

i nc 
No. 

- 
i 
3 
4 
5 

c 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
3' 



Name of Res ondent 
KENTUCKY P O ~ E R  CD~PANY This Report I $ : .  

X An Or1 inal t 1 A Resu&rission I 1 

- 
i ne 
40. 

- 
1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 

, 16 

Year of Report 
Dec. 31, 1996 

22 
23 
2L 
25 
26 
27 
2a 
29 
30 
31 
32 
33 
3L 

35 
36 
37 
38 
39 
LO 
L1 

LINE DESIGNATION 

From 

(a) 
Bellefonte 

TOTAL 

1) ORM NO.l (ED. 12-86) 

To 

(b) 
LK Steel Oxygen Plant 

Line 
Length 
in Miles 

(C) 

0.2; 

0.22 

Page 424 

SUPPORTING 
STRUCTURE 

20.00 

CIRCUITS PER 
STRUCTURE 

Present Ultimate 

(f) 
2 

Attachment 1 
Page 173 of 397 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3 

20.00 



Name of Res ndent This Report Is:. Date of Report 
'%3%6Y 

X An Ori inat I tjj I 1 A Resu&nission I . . ~ ~  - - 
I I I 1 TRANSMISSION LINES ADDED DURING YEAR (Continued) '-. 
- 

zests. Designate, however, i f  estimated amounts are reported. 3. I f  design voltage differs from operating voltage, 
Include costs of 
and Trails, 

Clearing Land and Rights-of-Uay, and Roads 
in column ( 1 )  with appropriate footnote, and 

indicate such fact by footnote; also where Line is other 
than 60 cycle, 3 phase, indicate such other characteristic. f costs of.Underground Conduit in colunn(m). 

Year of Report 
Dec. 31. 1996 

Size 

'5  

CONDUCTORS 

Specification 

(i)  
ACSR 

Conf i urat i on 
and &acing 

( i )  

LINE COST 

(k) 
138 

( 1 )  
0 

0 

Total Poles Towers to uctors 

$1 12,832 Sl12,832 $225,664 

Attachment 1 
Page 174 of 397 

KpSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

81 12,832 81 12,832 I 8225,664 

- 
i nt 
lo. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

15 
16 
1- 

15 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Page 425 



Name o f  Res ndent This Report Is:. Date of Report KENTUCKY P O E R  COMPANY 
‘!?13!/”96y 

X An O r 1  i n a l  1 t J j  t 3 A R e s u h s s i o n  1 

L i n t  

p 
1. :: 
I :  

ii 20 

3 

6 

1 9  
10 
1 1  
12 
13 
14 
15 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
1.0 - 

Year of Report 
Dec. 31, 1996 

Name and Location o f  Substation 

(a) 
Coleman - Coleman 

- C o l l i e r  - T i l l i e  - 

Deuey - odds 

Character of Substation 

(b) 
1-u 

D-U 

Dorton - Dorton 

Ora f t in  - Marroubone 

Elkhorn C i t y  - Elkhorn City 

Fords Branch - Shelbiana 

Forty-Seventh S t . -  Ashland 

Sarrett - Garret t  

Grayson - Grayson 

Haddix - Haddix 

H a t f i e l d  - So. U i l l iamson 

1-u 

0-U 

0-U 

0-U 

D-U 

0-U 

T-U 

T-U 

0-U 

T-U 

’luood - V i r g i e  

re - 
Falcon - S a l y e r s v i l l e  

Feds Creek - Nigh 

Fleming - Fleming 

0-U 

1-u 

0-U 

1-u 

Page 426 

VOLTAGE ( In  MV 

Primary 

( C )  

69.00 
69.00 

69.00 

138.00 
138.00 

138.00 

46.00 

69.00 
69.00 

46.00 

69.00 

69.00 
69.00 

69.00 

138.00 
69.00 

46.00 

69.00 

46.00 
34.00 

69.00 

69.00 

138.00 

iecondary 

(d) 
7.20 

34.00 

34.00 

69.00 
34.00 

46.00 

12.00 

12.00 
46.00 

34.00 

34.50 

46.00 
12.00 

12.00 

69.00 
12.00 

34.00 

12.00 

34.00 
12.00 

12.00 

34.00 

69.00 

Ter t ia ry  
(e) 

12.00 

46.00 

12.00 

46.00 

-- 
Attacliiiient 1 

Page 175 of 397 
KPSC Case No. 99-149 

TC (1 st Set) 
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This Report I $ : .  Date o f  Re o r t  I 1 4  A Resuhiss ion I ‘%t3?%6YF’ 
X An O r 1  i n a l  

I I I 

SUBSTATIONS (Continued) - 
,. Show i n  colunns ( i ) , ( j ) ,and ( k )  special equipnent such 
ro ta ry  converters, r e c t i f i e r s ,  condensers, etc. and aux- 

o f  lessor, date and per iod of  lease, and annual rent .  For any 
substat ion or equipment operated other than by reason of so le  
ounership or  lease, give name of  co-ouner or other party, ex- 
p l a i n  basis of sharing expenses o r  other accounting between 
the par t ies,  and s ta te  amounts and accounts a f fec ted  in respon- r than by reason of so le  ownership by the respondent. For dent ’s  books of  account. Specify i n  each case whether lessor, 

i l i a r y  equipment f o r  increasing capacity. 

from others, jo i r , t ly  owned w i th  others, or  operated otherwise 
6. Designate s h s t a t i o n s  or  major items of equipment leased 

Year of  Report 
Dec. 31. 1996 

I any substat ion or equi 

Ca c i t y  gf Substation 
n Service) ( In  MVa) 

( f )  

4.00 
20.00 

25.00 

90.00 
25.00 

45.00 

11-00 

11.00 
20.00 

25.00 

, .. 
20.00 

20.00 
20.00 

20.00 

130.00 
20.00 

30.00 

20.00 

20.00 
5.00 

20.00 

25.00 

130.00 

CONVERSION APPARATUS AN0 SPECIAL EPUIPMENT 
T !KX&s  
i n  Service 

1 

1 

1 
1 

1 

1 

1 
1 

1 

1 

1 

1 
1 

1 

1 

1 
1 

1 

1 

1 

FORM NO. 1 (EO. 12-96) 

io) 

Number o f  
S p  r e  

Trans?ormers 

(h) 

_ _  - 

T y p e  o f  Equipnent 
(i) 

; ta t  Cap 

; ta t  Cap 

; ta t  Cap 

; ta t  Cap 

; ta t  Cap 

1 

1 

1 

1 

1 

AI 

rota1 Capacity 
( In  Va) (C) 

~chineiit 1 
Page 176 of 397 
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10 

27 

14 

11 

14 

Page 427 

- 
. i nt 
No. 

- 
1 
2 
3 
4 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
1’ 
1 

18 
19 
:? 

:1 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 

Next Page i s  429 



This Report Is:. Date of Report Name of Res dent 
KENTUCKY POER COMPANY 

'%3!%6Y 
X An Ori inal t 1 A Resuhission I I 

I - 
. i nc 
NO 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

i 10 
t 11 
' 12 

13 
14 
15 

- ,  

Year of Report 
Oec. 31, 1996 

2. .Substations uhich serve only one industrial or 

3. Substations uith capacities of less than 10 MVa 
:cept those serving customers ui th energy for 

Name and Location of Substation 

street railway customer should not be listed below. 

(a) 
Hazard - Lothair 

21 
22 
23 
2L 
25 
26 
27 
28 
29 
30 
31 
32 
33 
3L 
35 
36 
37 
38 
39 
40  

- 

-- 

Belfry - Toler 

Belhaven - flatwoods 

Bellefonte - Bellefonte 

Betsy Layne - Betsy Layne 

Big Sandy - Louisa 

Bonnyman - Bonnyman 

Ashland - Ashland 

Baker - Louisa 

Barrenshe - Freeburn 

Beaver Creek - Clear Cr. Jct. 

leckham - Hindman 
eefhide - Jenkins @I 

,.:. 4 

a 
\ 

E R C  FORM NO. 1 (EO. 12-96) 

the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each 

substation, designating uhether transmission or distribution 
and uhether attended or unattended. At the end of the page, 
sunnarize according to function the capacities reported for 
the individual stations in colunn (f). 

Character of Substation 

(b) 
1-u 

)-U 

r-u 

)-U 

r-u 

) -U 

)-U 

)-U 

)-U 

I-u 

I-U 

I-A 

I-U 

. .  

VOLTAGE (In M 

Primary 
(C) 
138.00 
138.00 
161 .OO 
138.00 
34. 00 

69.00 

765 .OO 

69.00 

138.00 
138.00 
69.00 

138.00 

138.00 

46.00 

138.00 

' 138.00 
138.00 
138.00 
138.00 

46.00 
138.00 
138.00 

138.00 
22.00 
26.00 

138.00 
138.00 

69.00 

Secondary 
(d) 
69.00 
69.00 

138.00 

34.00 
12.00 

12.00 

345 .oo 

12.00 

69.00 
46.00 
12.00 

34.00 

34.50 

12.00 

12.00 

34.00 
69.00 
69.00 
12.00 

12.00 
69.00 
34.00 

4.00 
138.00 
345.00 

34.00 
34.00 

34.00 

Tertiary 
(e) 

12.00 
12.00 
34.00 

34.00 

46.00 
12.00 

34.00 
34.00 

46.00 

12.00 

Page 426.1 
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Name of  Res ondent This Report Is:. Date of Report 

I 

i any substat ion or  equi 

Year of  Report 

'Ca a c i t y  of Substat ion i (?n Service) ( In MVa) 

~ ( f )  

5o.oc 
130.00 
135.00 
30.00 
6.00 

1 KENTUCKY P&ER COMPANY 1 141 t X 1 An A Resuhiss ion D r i  i n a l  I '?ff3?/ag6' ) Dec. 31, 1996 - 

22.00 

Type of Equipment 
t i )  

1,500.00 

Number of  Un i ts  Tota l  ( In  Capacity Va) 
( i )  (E, 

25.00 

... 
i t a t  Cap 

50.00 
38.00 
7.00 

25.00 

20.00 

- _ .  -.- 
2 

11 .oo 

20.00 

45.00 
196.00 
100.00 
20.00 

5.00 
50.00 
25.00 

38.0C 
300. OC 
950.00 

20. oc 
8.OC 

25. OC 

nent operated under lease. g ive name co-ouner. or  other par ty  i s  an associated company. 

1 
1 
3 
1 
1 

1 

3 

1 

1 
3 
1 

1 

1 

1 

1 

1 
1 
1 
1 

1 
1 
1 

2 
2 
1 
1 
1 

1 

ORM NO. 1 (ED. 12-96) 

(r 

Number of  
Sp r e  

Trans formers 

(h) 

1 

-. - 

1 

1 

i t a t  Cap 

Leactor 

i t a t  Cap 
Leactor 

; tat Cap 

Stat Cap 

Attachment 1 
Page 178 of 397 

Page 427.1 

4t  

16 

300 

317 
126 

14 

1c 

- 
i ne 
No. 

.- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
IC 
1 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 - 

Y 

KPSC Case No. 99-149 
TC (1  st Set) ~ e x t  Page i s  429 
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Item No. 3 



Name of  Res ondent This Report I$: Date of  Re r t  
KENTUCKY POEER CO~PANY 1 t $ ]  [ X 1 A n  A Resukiss ion O r 1  i n a l  1 (%f3!%6” 

Year of  Report 
Oec. 31, 1996 

I 14 
Hitch ins - H i tch ins  

b o u a r d  Co l l ins  - Ashland 

. i ne 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 

3a 

- 

Name and Location of Substation 

(a) 
Busseyvi l le - Busseyv i l le  

Cannonsburg - AshLand 

Cedar Creek - P i k e v i l l e  

Chaduick - Chaduicks Creek 

Coalton - Coalton 

Henry CLay - H e l l i e r  

Highland - Highland 

- - 

Inez - Inez 

Jackson - Jackson 

Johns Creek - Kimper 

Kenuood - P a i n t s v i l l e  

Keyser - Keyser 

Les l ie  - Uooten 

Louisa - Louisa 

Lovely - Lovely 

P i k e v i l l e  - P i k e v i l l e  

Princess - Cannonsburg 

Russell - Russell 

‘E r FORM NO. 1 (ED. 12-96) 

s) 

the number of such substations must be shoun. 
4.  Ind icate i n  c o l m  (b) the funct ional  character o f  each 

substation, designating uhether transmission or  d i s t r i b u t i o n  
and uhether attended or  unattended. A t  the end of  the page, 
sunnarize according t o  funct ion the capaci t ies reported fo r  

the ind iv idual  s ta t ions in  column ( f ) .  

Character o f  Substation 

(b) 
)U 

) -U 

I - U  

I-U 

) -U 

) -U 

)-U 

1-U 

1-U 

)-U 

r-u 

r-u 

1-U 

1-U 

1 -u 

1-U 

1 - A  

D-U 

D-U 

D-U 

Page L26.2 

. .  
VOLTAGE ( In  MVa) 

Primary 
( C )  

138.00 

69.00 

138.00 

138.00 

69.00 

46.00 

69.00 

69.00 

69.00 

138.00 

69.00 

138.00 

46.00 

69.00 

161 .OO 
69.00 

34.00 

138.00 

69.00 

69.00 

69.00 

iecondary 

(d) 
34.00 

34.00 

69.00 

69.00 

12.00 

34.00 

12.00 

12.00 

12.00 

69.00 

12.00 

69.00 

12.00 

12.00 

69.00 
34.00 

12.00 

34.50 

12.00 

34.00 

12.00 

T e r t i a r y  
(e) 

46.00 

12.00 

12.00 

34.00 

12.00 
12.00 

Attachment 1 
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This Report Is:. I !&'e ,Of R e p t  I Year of  Report Name of  Res ndent 
KENTUCKY PORR COnPANY X An O r i  i n a l  I [I] t 1 A Resuhiss ion 

i 
SUBSTATIONS - 

I '?f73Y796"' Dee. 31, 1996 
; (Continued) 1 

Show i n  C J ' m s  ( i ) , ( j ) ,and ( k )  special equipnent such 
,tary ConVC-ters, r e c t i f i e r s ,  condensers, etc. and aux- 

creasing capacity. 

o f  lessor, date and per iod of lease, and annual rent .  For any 
substat ion or equipnent operated other than by reason of so le 
ownership or  lease, give name of co-owner or  other Dartv. ex- 

I any substat ion or  equ 

( f )  

. . .  
6 .  Designate substat ions o r  major items of  equipnent leased p l a i n  basis o f  sharing expenses or  other accounting between 

the par t ies,  and s ta te  amounts and accounts a f fec ted  i n  respon- 
dent 's books of  account. Specify i n  each case whether Lessor. 

from others , jo in t l y  owned u i t h  others, or  operated otherwise 
than by reason of sole ownership by the respondent. f o r  

mnt operated under Lease. g ive name Co-owner, or other par ty  i s  an associated company. 
CONVERSION APPARATUS AND SPECIAL EQUIPMENT 

T y p e  of Equipnent Nunber of  Un i ts  Tota l  Capacity L i n t  No 
t i )  I i \  ( In t fya)  

~ 

25.01 

25.01 

90.01 

200.01 

25.01 

30.0C 

11.oc 

28.00 I I I'  

I. 56.00 

I 13.00 

90.00 

20.00 

20.00 

90.00 
20.00 

10.00 

30.00 

25.00 

20. 00 

22.00 

N u n b y  o f  
Trans otmers 
i n  Service 

(9) 

ERCZRH.NO. 1 (ED. 12-96) 

N b r  o f  
S r e  

Tran8ormers 

(h) 

: t a t  Cap 

t a t  Cap 

t a t  Cap 

t a t  Cap 

Page 427.2 
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10 

5 

10 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
1' 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
3a 
39 
40 - 
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Name of Res ndent This Report Is: .  Date of Report 
KENTUCKY POKR COMPANY 

'b3!%6y ) 
X An O r 1  i na l  I !jl t 1 A Resuhission I 

1. Report belou the in format ion ca l led  f o r  concern- 
9 substations of  the respondent as of  the end of the 

resale, may be grouped according t o  funct ional  character,but 

m a r .  

Year of Report 
Dec. 31. 1996 

2. Substations which serve only  one indus t r ia l  or 
s t ree t  r a i l u a y  customer should not be l i s t e d  belou. 

3. Substations u i t h  capaci t ies of  less than 10 MVa 
except those serv ing customers u i t h  enerw f o r  

21 
22 
23 
24 

25 
26 
27 
20 
29 
30 
31 
32 
33 
3L 

the number of such substations must be shown. 
4. Ind icate i n  column (b) the funct ional  character o f  each 

substation, designating uhether transmission or  d i s t r i b u t i o n  

and whether attended or  unattended. A t  the end o f  the page, 
surmarize according t o  funct ion the capaci t ies reported f o r  
the ind iv idual  s ta t ions i n  column ( f ) .  

UilLiamron - S. Ui l l iamson 

Uurt land - uur t land 

Stations Under 10,000 KVA 

NOTE 4 - SUMMARY 

23 Transmission Stat ions 
39 D i s t r i b u t i o n  Stat ions 
34 Under lOMVA Stat ions 

- Sale f o r  Resale Stat ions 

,96 

Linc 

t 
i 2  

I 4  
1 3  

' 5  
1 6  
1 7  

8 
9 

10 
11 
12 
13 
14 
15 

, 
I 

T.. 

Name and Location o f  Substation 

(e) 
Sidney - Sidney 
51- - Slecrp 

South P i k e v i l l e  - P i k e v i l l e  

St innet t  - Hoskingston 

Stone - B e l f r y  

Tenth Street - Ashlend 

Thelma - P a i n t s v i l l e  

l i c c o  - Vicco 

lest  P a i n t s v i l l e  - P a i n t s v i l l e  

i tesburg - Uhitesburg 4 

- - 

CAPACITY (MVA) 

4,941 
86 1 
186 

- 
5,988 

E R C  FORM NO. 1 (ED. 12-96) 

Character o f  Substation 

(b) 
) -U 

,-U 

I-u 

I-u 

'-U 

I-U 

'-U 

I-u 

1-u 

I-u 

I-u 

I-u 

'/D 

VOLTAGE ( In  ML 

Primary 

( C )  

69.00 

69. 00 

69.00 

161 .OO 

138.00 

69.00 

138.00 

138.00 

69.00 

69.00 

46.00 

69.00 

Secondary 

(d) 
12.00 

34.00 

12.00 

34.00 

69.00 

12.00 

69.00 

34.00 

12.00 

12.00 

4.00 

12.00 

Ter t ia ry  
(e) 

12.00 

46.00 

46.00 

Page 426.3 
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X An O r 1  i n a l  (:?f37?96yF) KENTUCKY P&R COMPANY 

.... 

I 6. Designate substations or major items o f  equipnent leased p l a i n  basis of sharing expenses or other accounting betueen 

Dec. 31, 1996 

1 from others, jo in t ly  owned with others, or  operated otherwise 
! than by reason of so le  ownership by the respondent. 

the part ies,  and s ta te  amounts and accounts af fected i n  respon- 
dent 's books of account. Specify in  each case whether lessor, For 

1 111 t 3 A Resuhission 1 

any substat ion o r  equ 

Ca c i t y  gf  Substation 
Service) ( In nva) 

( f )  

20.0 

31 .Ol 

25.01 

20.01 

50.01 

20.01 

70.0( 

30.U 

a 
-._. 20.0c 

15.0C 

14.0C 

20.00 

180.00 

ment o w r a t e d  
N u n b y  o f  

Trans ormers 
i n  Service 

!RC FORM.NO. 1 (ED. 12-96) a 

z 

z 

1 

34 

Jer lease, give name co-owner. 
Nmber of  
S r e  

Tran!?ormers 

. .  
CONVERSION APPARATUS 

T y p e  of  Equipnent 
(i) 

or other Dartv i s  an associated c 
ND SPECIAL EPU 
Nunber o f  Un i t  

; ta t  Cap 

t a t  Cap 
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- 
.in( 
No 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

1 1  
12 
13 
14 
15 
16 

1; 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
?a 
29 
30 
31 
32 
33 
34 
35 
36 
37 
3a 
39 
LO - 
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Name of Res ndent This Report 1s:. Date of Re ort Year of Report KENTUCKY PO@R COnPANY X An Or, inal 
‘%3?~~6”) Dec. 31, 1996 1 !j! t 1 A Resu&ission I .- 

ELECTRIC DISTRIBUTION METERS AND LINE TRANSFORMERS 
1. Report below the information called for concerning 
stribution watt-hour meters and line transformers. nual rent. If 500 or more meters or line transformers are held 
2. Include watt-hour demand distribution meters, bu.t not 

external demand meters. 
3. Show in a footnote the nurber of distribution watt-hour 

meters or Line transformers held by the respondent under 
lease from others, jointty ouned with others, or held other- 
wise than by reason of sole ownership by the respondent. 

lease, give name of lessor, date and period of lease, and an- 

other than by reason of sole ownership or lease, give name 
of co-owner or other parties, explain basis of accounting for 
expenses between the parties, and state amounts and ac- 
counts affected in respondent’s books o f  account. Specify 
in each case uhether lessor, co-ouner, or other party is an 
associated company. 

2,685 

:8 RH NO. 1 (ED. 12-88> 
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Name of  Res ndent This Report Is: .  Date of  Re o r t  Year of  Report 
KENTUCKY P&R COnPANY X A n  O r 1  i n a l  (~?&6y') Dec. 31, 1996 1 131 t 1 A Resu&ission 1 

- -  

1. purposes of  t h i s  response, environmentaL pro tec t ion  or  Low su l fu r  fue ls  inc lud ing storage and handl- 
f a c i l .  ' a s  s h a l l  be defined as any bui ld ing,  structure, 
equi: , f a c i l i t y ,  or  improvement designed and constructed 
sole :or cont ro l ,  reduction, prevention or  abatement o f  
discharges or releases i n t o  the envirorment o f  gaseous, l i qu id ,  
or  s o l i d  substances, heat, noise or  f o r  the control,  
reduction, prevention, or  abatement o f  any other adverse i m -  
pact o f  an a c t i v i t y  on the envirorment. 

2. Report the d i f ferences i n  cost o f  f a c i l i t i e s  i n s t a l l e d  
f o r  envirormental considerations over the cost o f  a l te rna t ive  
f a c i l i t i e s  which would otherwise be used without e n v i r o m n t a l  
considerations. Use the best engineering design achievable 
without envirormental r e s t r i c t i o n s  as the basis f o r  determining 

costs without e n v i r o m n t a l  considerations.- I t  i s  not 
intended tha t  spec ia l  design studies be made f o r  purposes of  
t h i s  response. Base the -response on the best engineering 
judgement where d i r e c t  comparisons are not avai lable. 

costs of  e n v i r m n t a l  p ro tec t ion  f a c i l i t i e s  i n  service, 
constructed o r  modified i n  connection wi th  the production, 
transmission, and d i s t r i b u t i o n  o f  e l e c t r i c a l  energy and s h a l l  
be reported here in  f o r  a l l  such envirormental f a c i l i t i e s  
placed i n  serv ice on o r  a f t e r  January 1, 1969, so tong as i t  

i s  r e a d i l y  determinable t h a t  such f a c i l i t i e s  were constructed 
or  modi f ied f o r  envirormental ra ther  than operational purposes. 

XLso repor t  s i m i l a r  expenditures f o r  envirormental p lan t  

lnc lude in these d i f ferences i n  costs the costs or estimated 

-4ncluded in  const ruct ion work i n  progress. Estimate the cost 
f f a c i l i t i e s  when the o r i g i n a l  cost i s  not avai lab le or  @ a c i l i t i e s  are j o i n t l y  owned wi th  another u t i l i t y ,  provided the 

~ 

I 
respondent explains the  bas is  of  such estimations. 

of t a l l  smokestacks, underground l ines,  and landscaped substa- 
t ions. Expla in  such costs i n  a footnote. 

include 
an estimated p o r t i o n  of  the cost of p lan t  that  i s  or  w i l l  be 
used t o  provide power t o  operate associated envirormental pro- 
t e c t i o n  f a c i l i t i e s .  
centage o f  p lan t  basis. Expla in  such estimations i n  a footnote. 

4. Report a l l  costs  under the major c l a s s i f i c a t i o n s  provided 
below and include, as a m i n i m ,  the items l i s t e d  hereunder: 

(1)  Scrubbers, p rec ip i ta to rs ,  t a l l  smokestacks, etc. 
( 2 )  Changes necessary t o  atcornnodate use of  

Exemples o f  these costs would inc lude a p o r t i o n  of  the costs 

3. I n  the cost o f  f a c i l i t i e s  reported on t h i s  page, 

These costs may be estimations on a per- 

A. A i r  p o l l u t i o n  cont ro l  f a c i l i t i e s :  

ing equipnent 
(3)  Monitoring equipment 
( 6 )  Other. 

(1)  Cooling towers, ponds, piping, pumps, etc. 
6. Mater p o l l u t i o n  contro l  f a c i l i t i e s :  

( 2 )  Uaste water treatment equipnent 
(3) Sanitary waste disposal equipnent 
(4) O i l  in terceptors  
( 5 )  Sediment contro l  f a c i l i t i e s  
(6)  Monitoring equipment 
(7) Other. 

C. S o l i d  waste disposal costs: 
(1 )  Ash handling and disposal equipnent 
(2)  Land 
(3)  S e t t l i n g  ponds 
( 4 )  Other. 

(1) Structures 
(2) Muff lers  
(3 )  Sound proof ing equipment 
( 4 )  Monitoring equipment 
( 5 )  Other, 

(1)  Archi tectura l  costs 
(2) lowers 
(3) Underground l i nes  
(4) Landscaping 
( 5 )  Other. 

D. Noise abatement equipment: 

E. Esthet ic  costs: 

u s  

e 
5 ;  L 

e, 

n 
U 

F. Addi t ional  p lan t  capacity necessary due t o  
r e s t r i c t e d  output fran e x i s t i n g  f a c i l i t i e s ,  o r  addi- 
t i o n  of p o l l u t i o n  cont ro l  f a c i l i t i e s .  

(1)  Preparation of envirormentel repor ts  
(2)  Fish and w i l d l i f e  p lants  included i n  Accounts 

(3) Parks and re la ted  f a c i l i t i e s  
(4) Other. 

5. In those instances when costs are conposites of  both 
actual supportable costs and estimates o f  costs, spec i fy  
i n  c o l u m  ( f )  the actual costs tha t  are included i n  
c o l u m  (e). 

t. Miscellaneous: 

330, 331, 332, and 335. 

6. Report construction work in  progress r e l a t i n g  t o  en- 
e n v i r o m n t a l l y  clean fue ls  such as Lou ash v i romenta1 f a c i l i t i e s  a t  l i n e  9. 

, 



Date of  Re o r t  
(??f3?%6y') 

Name of Res ndent This Report I $ : .  
KEUTUCKY PO@R COMPANY X An O r 1  i n a l  I ijj 1 A Resu&lission I 
cost of which are reported on page 430. t ions of g o v e r m n t a l  bodies. Base the p r i c e  of replace- 

necessary that  a l l oca t i ons  and/or estimates o f  costs ment power purchased on the average system p r i c e  of  
be made,state the basis o r  method used. purchased power if the actual  cost of  such replacement 

2. Include below the costs incurred due t o  the power i s  not known. Pr ice i n t e r n a l l y  generated replace- 
operation of  environmental protect ion equipnent, ment power a t  the system average cost of  power generated 
f a c i l i t i e s ,  and programs. i f  the actual cost of  spec i f i c  replacement generation 

Where i t  i s  . 

Year of  Report 
Dec. 31, 1996 

3. Report expenses under the subheadings l i s t e d  

4. Under i tem 6 repor t  the di f ference i n  cost be- 
tween environmentally c lean fue l s  and the a l te rna t i ve  

below. 

i ne 
No. 
1 
2 

3 
4 

i s  not  known. 
6. Under item 8 inc lude ad valorem and other taxes 

assessed d i r e c t l y  on or d i r e c t l y  re la tab le  t o  environmen- 
t a l  f a c i l i t i e s .  Also include under i tem 8 l icens ing and 

C lass i f i ca t i on  of  Expenses Amount Actual Expenses 
(a) (b) ( C )  

Depreciat ion $1,205,073 $1,205,073 
Labor .Meinten nce Materials, and Supplies Cost Related t o  Env. 

Fuel Related Costs 

690.7ia 

Operation o f  F a c i l i t i e s  1,201 .808 1,201 ,8oe 

Feci 1 t 1 es an! Prbgrams 690,718 

5 
6 

) 
_ _ I  

F ly  Ash and Sulfur Sludge Removal 
Di f ference i n  Cost o f  Environmentally Clean Fuels 

Replacement Power Costs 207,146 
Taxes and Fees 53.138 5 3 . 1 ~  
Administrat ive and General 
Other ( I d e n t i f y  s i g n i f i c a n t )  

53,357,883 
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Schedule I -  . I NOEX 
I 

.rued and prepaid taxes ..................................................................................... 
unul,.ed Deferred Income Taxes ............................................................................. 

provis ions f o r  depreciat ion o f  

! 

cunmn u t i l i t y  p lan t  ...................................................................................... 
u t i l i t y  p lan t  ............................................................................................. 
u t i l i t y  p lan t  (surmary) ................................................................................... 

Advances 
fran associated companies ................................................................................. 

Allowances .................................................................................................... 
Amort i zat i on 

miscellaneous ............................................................................................. 
of nuclear f u e l  ........................................................................................... 

Appropriations of Retained Earnings ........................................................................... 
Associated C-ni es 

advances f ran  ............................... y .  ............................................................ 
corporat ions con t ro l l ed  by respondent ..................................................................... 
contro l  Jver respondent ................................................................................... 
ir . terest  on debt t o  ....................................................................................... 

At tes ta t i on  ................................................................................................... 
Balance sheet 

conparative ............................................................................................... 
notes t o  .................................................................................................. 

Bonds ......................................................................................................... 
Capital  Stock ................................................................................................. 

discount .................................................................................................. 
j expense ................................................................................................... 

-._ instal lments received ..................................................................................... 
premiuns .................................................................................................. 
reacquired ................................................................................................ 
subscribed 

Cash flows, statement o f  ...................................................................................... 
Changes 

- 

I) ................................................................................................ 

inportant dur ing year ..................................................................................... 
overheads. e l e c t r i c  ....................................................................................... 
overhead procedures. general descr ip t ion of ............................................................... 
work i n  progress . c m n  u t i l i t y  p lan t  ................................................................... 
work i n  progress . e l e c t r i c  ............................................................................... 
uork i n  progress . other u t i l i t y  departments .............................................................. 
corporations con t ro l l ed  by respondent ..................................................................... 
over respondent ........................................................................................... 
secur i ty  holders and vot ing powers ........................................................................ 
con t ro l l ed  by ............................................................................................. 
incorporated .............................................................................................. 

CPA. background informat ion on ................................................................................ 
CPA Cer t i f i ca t i on .  t h i s  repor t  form ........................................................................... 

Construction 

Control 

Corporation 

Page No . 
262-263 
234 

272-277 

.- 

356 
219 

200-201 

256-257 
228-229 

340 
202-203 
118-119 

256-257 
103 
102 

256-257 
1 

110-1 13 
122- 123 
256-257 
251 
254 
254 
252 
252 
251 
252 

120-121 

108-109 

217 
218 
356 
216 

200-201 

103 
102 

106-107 

103 
101 
101 
i-ii 
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Schedule - 
ferred 

INDEX (Continued) 
Page No . 

credits. other ............................................................................................ 
debits. miscellaneous ..................................................................................... 
income taxes accunulated . accelerated 
amortization property ......................... i .  ........................................................ 

income taxes eccunulated . other property ................................................................. 

B 
income taxes accunulated . other ............... 
income taxes accunulated . pollution control fac 

Definitions. this report form ...................... 
Depreciation and amortization 

of cOrmDn utility plant ......................... 
of electric plant .............................. 

......................................................... 
ities ................................................... 
......................................................... 
......................................................... 
......................................................... 

Directors ..................................................................................................... 
Discount on capital stock ..................................................................................... 
Discount . premiun on long-term debt .......................................................................... 
Distribution of salaries and uages ............................................................................ 
0 i vidend eppropr i at i om ....................................................................................... 
Earnings, Retained ............................................................................................ 
Electric energy account 
Envi r o m n t a l  protection 

. 

....................................................................................... 
expenses .................................................................................................. 
feci 1 it ies ................................................................................................ 
electric operation and maintenance ........................................................................ 

Expenses 

electric operation and maintenance. s m r y  ............................................................... 
unamortized debt .......................................................................................... 
reordinery property losses ................................................................................. 

.ling requirements. this report form ......................................................................... 
era1 description of construct ion overhead procedure ........................................................ 

eneral information ........................................................................................... 
instructions for filing the FERC Form 1 ....................................................................... 
Generating plant statistics 

@ 
hydroelectric (Large) ..................................................................................... 
pmped storage (large) ... ._ ........................................................................... : .... 
small plants .............................................................................................. 
steam-electric (large) .................................................................................... 

Hydro-electric generating plant statistics .................................................................... 
Identification ................................................................................................ 
Important changes during year ................................................................................. 
I n com 

statement of. by departments .............................................................................. 
statement of, for the year (see also revenues) ............................................................ 
deductions. interest on debt to associated companies ...................................................... 
deductions. miscellaneous amortization .................................................................... 
deductions. other income deduction ........................................................................ 
deductions. other interest charges ........................................................................ 

incorporation information ..................................................................................... 
Installments received on capital stock ........................................................................ 
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233 

272-273 
274-275 
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234 
i i i  

356 
219 

336-337 
105 
254 

256-257 
354-355 
118- 119 
118- 119 

401 

431 
430 

3 20 . 323 
323 
256 
230 
i - i i  
218 
101 
i-iv 

406-407 
408-409 
410-411 
402-403 
406-407 

1 

108-109 

11i-117 
114-117 

340 
340 
340 
340 
101 
252 
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1 ;  
Schedul 

INDEX (Continued) 

. erest I 

Q 

~~ ... ~ ..... I 
charges. on debt t o  associated companies .................................................................. 
3arges.  other ............................................................................................ . 
charges. pa id  on long-term debt. advances. e tc  ............................................................ 
n o n u t i l i t y  proper ty  ....................................................................................... 
subt id ia ry  companies ...................................................................................... 

n'estment tax credi ts .  accunulated deferred .................................................................. 
.BY. excerpts appl icable t o  t h i s  repor t  form .................................................................. 
.on g.term debt ................................................................................................ 
Osses . Extraordinary proper ty  ............................................................................... 
la te r ia l s  and supplies ........................................................................................ 
ieters and l i n e  transformers .................................................................................. 
liscellaneous general expenses .................. r: 

Investinents 

. i S t  of schedules. t h i s  repor t  form ......... ................................................................. 

............................................................ 
Notes 

t o  balance sheet ....................... 
t o  statement o f  changes i n  f inanc ia l  pos 
t o  statement o f  income ................. 
t o  statement o f  re ta ined earnings ...... 

lonut i 1 i t y  proper ty  ........................ 
Iuclear f u e l  mater ie ls  ..................... 

.................................................................. 
t i o n  ............................................................. 
................................................................... 
.................................................................. 
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Ti&. Assistant Controller 



INSTRUCTIOWS FOR FILING THE 

FERC FORM NO. 1 
r GENERAL INFORMTIOU 

"-. 3 
9 

1.  Purpose 
This form i s  a regulatory support requirement (18 CFR 141.1). It i s  designed t o  co l lect  f inanc ia l  and operational 
information from major e lec t r i c  u t i l i t i e s ,  licensees and others subject t o  the ju r isd ic t ion  of  the Federal Energy 
Regulatory Comnission. This report i s  also secondarily considered t o  be a nonconfidential publ ic  use form 
supporting a s t a t i s t i c a l  publ icat ion (Financial S ta t i s t i cs  of Selected E lec t r i c  U t i l i t i e s ) ,  published by the 
Energy Information Administration. 

FERC FORM NO. 1 (REV. 12-95) 

I I .  Uho Must Submit 
Each Major e l e c t r i c  u t i l i t y ,  licensee, or  other, as ctass i f ied in the Comnissim's Uniform System of  Accfnnts 
Prescribed f o r  PIlblic U t i l i t i e s  and Licensees SIlbject To the P r o v i s i m  of The Federal Power Act (18 CFR 100,  
nust s rhn i t  t h i s  form. 
Note: Major means having, in each of  the three previous calendar years, sales o r  transmission service 

that  exceeds one of the following: 
(1) One mill im megawatt h a m  o f  t o t a l  ar rua l  sales, 
(21 100 megawatt hours of amus1 sales f o r  resale, 
(3) 500 megawatt hours of  a m w l  power exchanges deliver&, or 
( 4 )  500 megawatt hours of  annual wheeling for  others (del iveries plus losses). 

I l l .  Uhat and Uhere t o  S t b i t  
(a) Slrbait t h i s  fo ra  on electronic media consist ing of two (2) drp l icate data diskettes and an or ig ina l  ard 

s i x  ( 6 )  c o n f o n d  p p c r  copies, properly f i l e d  i n  and attested, to: 
Of f i ce  of the Secretary 
Federal Energy Regulatory Carmission 
688 f i r s t  Street, NE. 
R O ~ U  1A-21 
Uashingtm, OC 20426 

Retain one copy o f  t h i s  report f o r  your f i l e s .  

Include wi th  the or ig ina l  and each confonned paper copy of t h i s  form the s r d s c r i p t i m  statfment required bv 
18 C.F.R. 385.2011(~)(5). 
e lec t ron ica l l y  t o  f i l e  a subscription s tat ing that  the paper copies contain the same informetion as contained 
on the e lect ron ic  media, that the signer knows the contents o f  the paper copies and elect ron ic  media, and 
that  the contents as stated in  the copies and on the electronic media are t rue  t o  the best knowledge and 
b e l i e f  o f  the signer. 

four ( 4 )  copies of the la test  a m a l  report t o  stockholders a d  any 
annual f inanc ia l  or s t a t i s t i c a l  report regular ly  prepared and dis t r ibuted t o  bondholders, secur i ty  arralysts, 
or  industry associations. (Do not include monthly and quarterly reports. Indicate b)' checkins! the 
appropriate box on Page 4, L i s t  of Schedules, if the reports t o  stockholders w i l l  be submitted or  i f  no 
annual report t o  stockholders i s  prepared.) Mail  these reports to: 

Paragraph (c)(5) of 18 C.F.R. 385.2011 requires each respondent submitting data 

(b) Submit imnediately upon publication, 

Chief Accountant 
Federal Energy Regulatory Comnission 
888 F i r s t  Street, N E .  

Uashington, DC 20426 
Room 1A-21 

tc)  For the CPA cer t i f icat ion,  submit with the or ig ina l  submission, or wi th in  30 days a f te r  the f i l i n g  date 
f o r  t h i s  form, a l e t t e r  or report (not applicable t o  respondents c lass i f ied  as Class C or  Class D p r i o r  t o  
January 1, 1984): 
(i) Attest ing t o  the conformity, in  a l l  material aspects, o f  the below l i s t e d  (schedules and) 

pages wi th  the Carmission's applicable Uniform Systems of Accounts ( including applicable notes 
re la t ing  thereto and the Chief Accountant's published accounting releases), and 

c e r t i f i e d  or licensed by a regulatory author i ty  of a State or other p o l i t i c a l  subdivision of the U. S. 
(See 18 CFR 41.10-41.12 for  spec i f ic  qual i f icat ions.) 

(ii) Signed by independent c e r t i f i e d  publ ic accountants or an independent licensed publ ic  accountant, 
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111. What and Where t o  Submi t  ( C o n t i n u e d )  
( c l  C o n t i n u e d  

GENERAL INFORMATION (Contiwed) 

Schedules 
Reference 
Pages 

Conparative Balance Sheet 
Statement o f  Incane 
Statement o f  Retained Earnings 
Statement o f  Cash F l w s  
Notes t o  Financial Statements 

110 - 113 
114 - 117 
118 - 119 
120 - 121 
122 - 123 

When acconpanying t h i s  form, insert the l e t t e r  or  report imnediately following the cover sheet. 
srrbrnitting a f t e r  the f i l i n g  date fo r  t h i s  form, send the l e t t e r  or  report t o  the Of f ice of  the Secretary 
a t  the address indicated a t  111 (a). 

the l e t t e r  or  report, demand that i t  be varied. 

When 

Use the fol lowing form f o r  the l e t t e r  or  report m l e s r  unnual  circunstances or  conditions, explained in  
Insert parenthetical phrases only h e n  exceptions are 

reported. - - 
In connection uith our regular examination of the f inancial statements of  f o r  the 

year ended on uhich we have rcported separately uder date of 
schedules o f  FERC Fora No. 1 f o r  the year f i led u i t h  the Federal Energy Regulatory 
Cmiss ion ,  f o r  conformity In a l l  material respects with the requirements of  the Federal Energy 
Regulatory C m i s s i o n  as set f o r th  i n  i t s  awl icab le  Uniform System of Accounts and published 
accounting releases. Our review f o r  t h i s  purpose included such tests o f  the accounting records 
and such other audit ing procedures as ye considered necessary i n  the circunstances. 

Based on our review, in  our opinion the acconpanying schedules i den t i f i ed  in  the preceding 
paragraph (except as noted belou) conform i n  a l l  material respects u i t h  the accounting 
requirements of  the Federal Energy Regulatory C m i s s i o n  as set f o r th  i n  i t s  applicable Uniform 
System of  Accounts and published accounting releases. 

we have also revieued 

State i n  the l e t t e r  or  report, which, i f  any, o f  the pages above do not conform t o  the C m i s s i o n ' s  
Describe the discrepancies that  exist.  requirements. 

Federal, State and loca l  Goverrments and other authorized users may obtain addit ional blank copies 
t o  meet t h e i r  requirements free of charge from: 

Public Reference and Fi les Maintenance Branch 
Federal Energy Regulatory C m i s s i o n  
888 F i r s t  Street, NE. 

Uashington, DC 20426 

(d) 

Room 2A-1 €0-12.2 

(202) 208-2474 

I V .  When t o  Submit: 
Sutinit t h i s  report form on or before Apr i l  30th of the year foltouing the year covered by t h i s  report. 

Where t o  Send Cannents on Public Reporting Burden. 
The publ ic  report ing burden fo r  t h i s  co l lect ion of  information i s  estimated t o  average 1,217 hours per response, 
including the t i m e  fo r  revieuing instructions, searching exist ing data sources, gathering and maintaining the 
data needed, and cocnpleting and revieuing the co l lec t ion  of information. Send c-nts regarding t h i s  burden 
estimate or  any aspect of t h i s  co l lect ion of information, including suggestions fo r  reducing t h i s  burden, t o  the 
Federal Energy Regulatory Comnission, 888 F i r s t  Street NE., Washington, DC 20426 (Attention: 
EO-12.3); and to the Of f ice of Information and Regulatory Affairs, Off ice of Management and Budget, 

Washington, OC 20503 (Attention: 

V. 

Mr .  Michael M i l l e r ,  

Desk Of f icer  f o r  the Federal Energy Regulatory Comnission). 
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I .  

1 1 .  

111. 

I V .  

V. 

V I .  

VII. 

v111. 

I X .  

Prepare t h i s  report in conformity u i t h  the Uniform System of Accounts (18 CFR 101) (U.S. of A.). 

a l l  accounting words and phrases i n  accordance with the U. 5. of A. 

Enter i n  whole ambers (dol lars or HUH) only, except h e r e  otherwise noted. 
f igures per unit where cents are important. 
f inancial statements where rwrding i s  required.) 
the BmDvIts entered on the statements that they support. Uhen applying thresholds t o  determine signif icance 
fo r  report ing purposes, use fo r  balance sheet accounts the balances a t  the end of  the current repor t ing year, 
and use f o r  S t 8 t e m M t  o f  income accorrnts the current year's momts. 

Coaplete each q w s t i o n  fu l ly  and accurately, even i f  it has been answered in  a previous annual report. 
the uord *Noney where i t  truly and carrpletely states the fact. 

For any pge(s)  that  i s  not applicable t o  the respondent, omit the page(s) and enter *NA," "NOWE," or 
*Not Applicable* in colran (d) 

Enter the month, day, d year f o r  a l l  dates. Use customary abbreviations. The *Date o f  Report" included 
in the heeder of each page i s  t o  k carpleted only for reshaissions (see V I I .  klar). The date o f  the 
resubairsion w s t  be reported in  the header f o r  a l l  form pages, uhether or not they are c h a d  f r a n  the 
previous f i l i n g .  

Generally, except f o r  cer ta in  schedules, a l l  n u h r s ,  whether they are expected t o  be debits o r  credits, (R6t 

be reported as posit ive. 
enclosing the nrakrs in perenthese. ( ). 

For any resrhaicrions, t w o  (2) new data diskettes and an or ig ina l  and s i x  (6) c o n f o d  paper copies of the 
en t i re  form, as uell as the qpropr ia te  nurkr of  copies of  the .&script ion statanent indicated a t  
inst ruct ion 111 (a) nust k filed. 
the cover pege of the paper copies of  the form. 
that  the f i l i ng  i s  a r e s h i r r i o n .  

Do not make references t o  reports of previous years or  t o  other reports in  l i e u  of  required entries, except as 
spec i f i ca l l y  authorized. 

Wherever (schcdulc) pages re fe r  t o  f igures from a p r e v i a  year, the figures reported mnt k based rqon those 
cham by the a w l  report o f  the previous year, or an eppropriate explanation given as t o  why the d i f fe ren t  
f igures were used. 

In terpret  

(Enter cents f o r  averages and 
The truncating of cents i s  allowed except on the four basic 

The -ts show on a l l  suppcrting pages ffust agree with 

Enter 

on the L i s t  o f  Schedules, pages 2, 3, and 4. 

-. - 

N r n k r t  having a sign that  i s  d i f fe ren t  from the expected s ign a s t  be reported b y  

Resubmissions n u s t  be nrnkred r v t i a l l y  both on the d isket tes .nd an 

Send the resubmissions t o  the address indicated at i ns t ruc t ion  111 (a). 
In  addition, the cover page of  each paper copy nust ind icate 

1. Conmission Authorization (Conm. Auth.) - -  The authorization of the Federal Energy Regulatory Comnission, or  any 
other Comnission. Name the carmission whose authorization uas obtained and give date of  the authorization; 

11. Respondent - -  The person, corporation, licensee, agency, authority, or other legal e n t i t y  or  i n s t m n t a l i t y  
in  h o s e  behalf the report i s  made. 
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EXCERPTS FROM THE LAU 

Federal Pwer Act, 16 U.S.C. 791a-825r) 

"Sec. 3. The uords defined in  t h i s  section shal l  have the f o l l w i n g  meanings fo r  prrposes of  t h i s  Act, t o  w i t :  ... (3) 
organized group of  p e r s w ,  whether incorporated or not, or  a receiver or receivers, trustee or trustees Of any 
of the foregoing. 

'corporatione means any corporation, joint-stock coapany, partnership, association, business tMt, 

It sha l l  not include 'wn ic ipa l i t ies i  as hereinafter defined; 
(4) 
(5 )  

(7) 

'person' means an individual or a corporation; 
'l icensee' means any pcrson, State, or a n i c i p a l i t y  licensed under the provisions of section 4 of  th i s  Act, 

' m n i c i p a l i t y '  aem a c i t y ,  county, i r r i g a t i o n  d i s t r i c t ,  drainage d i s t r i c t ,  or other p o l i t i c a l  subdivision or 
and any assignee or successor i n  interest thereof; 

agency of a State carpetent uder the l a w  thereof t o  carry  on the business of  developing, transmitting, u t i l i z -  
ing, o r  d i s t r i b u t i n g  parer;...." 

'project '  means a complete mit of  inprovemerit or  development, consisting of a pouer house, a11 uater 
c h i t s ,  a l l  daaa and appurtenant uorks and structures ( including navigation structures) uhich are a part o f  
sa id  unit, and a l l  storage, divert ing, or  forebay reservoirs d i r e c t l y  c-ted thereuith, the primary l i n e  or  l ines 
transmitt ing power t h e r e f r m  t o  the point o f  j m c t i o n  with the d is t r ibu t ion  system or uith the intercomected primary 
transmission system, a l l  miscellaneous structures used and useful in comection u i t h  sa id mit o r  any par t  thereof, 
and a l l  m t e r  r ights, rights-of-way, ditches, dams, reservoirs, lands, or interest in lands the use and occrpancy 
of  uhich are necessary or appropriate in  the maintenance and operation of  such mit; 

(11) 

.Stx. 4. The Cannission i s  hereby authorized and enpowered - 
(a) To amkc investigations and t o  co l lect  and record data concerning the u t i l i z a t i o n  of  the uater resources of 

any region t o  be developed, the uater-poucr industry and i t s  re la t ion  t o  other induntries and t o  in ters tate or foreign 
cannerce, and concerning the location, capacity, development costs, and re la t ion  t o  markets of  pouer sites, ... t o  
the extent the Cannission may &an necessary or useful f o r  the purposes of  t h i s  Act." 

304. (a) Every licensee and every publ ic u t i l i t y  sha l l  f i l e  uith the Carmission such amual and other periodic 
or special reports as the Carmission may be rules and regulations o r  other prescribe as necessary or appropriate 
t o  ass is t  the Comnission in  the proper administration of t h i s  Act. 
and form i n  uhich such reports shal l  be made, and require from such persons specif ic answers t o  a l l  questions 
qmn uhich the Carmission may need information. The Carmission may require that such reports sha l l  include, 
mong other things, fu l l  information as t o  assets and L iab i l i t i es ,  capital izat ion, net investment, and reduction thereof, 
gross receipts, in terest  due and paid, depreciation, and other reserves, cost of project and other f a c i l i t i e s ,  cost 
o f  maintmnnce and operation of the project and other f a c i l i t i e s ,  cost o f  rmeuals and replacement o f  the project 
uorks and other f a c i l i t i e s ,  depreciation, generation, transmission, distr ibution, delivery, use, and sale of e lec t r i c  
energy. The C m i s s i o n  may require any such person t o  make adequate provision fo r  currently determining such 
costs and other facts. 

The Comnission may prescribe the mamr 

Such reports shal l  be made under oath unless the Carmission otherwise specifies." 

"Sec. 309. The Carmission shal l  have pouer t o  perform any and a l l  acts, and t o  prescribe, issue, make, amend, 
and rescind such orders, ru les and regulations as i t  may f i n d  necessary or appropriate t o  carry out the provisions 
of t h i s  Act. Among other things, such rules and regulations may define accounting, technical, and trade terms 
used in t h i s  Act; and may prescribe the form or forms of a l l  statements, declarations, applications, and reports 
t o  be f i l e d  uith the Carmission, the information uhich they shal l  contain, and the t ime  u i t h i n  uhich they shal l  
be f i l  ed...." 

GENERAL PENALTIES 

"Sec. 315. (a) Any licensee or p u b l i c  u t i l i t y  uhich u i l l f u l l y  f a i l s ,  u i t h i n  the t i m e  prescribed by the Carmission, 
t o  conply uith any order o f  the Conmission, t o  f i l e  any report required under t h i s  Act or any r u l e  or regulat ion 
o f  the Comnission thereunder, t o  s h i t  any information of d o c w n t  required by the Carmission in  the course 
of  an invest igat ion conducted under t h i s  Act, ... shel l  f o r f e i t  t o  the United States an amount not exceeding S1.000 
t o  be f i xed  by the Conmission a f te r  notice and opportunity fo r  hearing ....'I 
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FERC FORM Yo. 1: 
ANNUAL REPORT OF MAJOR ELECTRIC UTILITIES LICENSEES AND OTHER 

08 Telephone o f  Contact Person, 

(614) 223 - 2780 

09 This Report i s  
including Area Code (1) x An Original  (2) A Resutanission 

10 Date of Report 
(no, Da, Yr) 

12/31/97 

I /  I 
T i t l e  18, U.S.C. 1001, makes i t  a crime f o r  at$ person knowingly and w i l l i n g l y  t o  make t o  any A g m y  or 
ASSISTANT CONTROLLER 

01 N m l C  05 Signature 
G. R. KNORR 
02 T i t l e  

States any false, fictitious or fraudulent s ta tanmt t  as t o  any matter wi th in  i t s  jur isdict ion.  I 

01 Date Signed 
(no, Da, Y r )  
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a 

a 

Year of  Report 
Dec. 31. 1997 

have been reported f o r  cer ta in  pages. Omit pages where the 

Date of  R 
8 G i Y R m P A N Y  

LIST OF SCHEDULES (Elect r ic  U t i l i t y )  

Enter i n  co lum (d) the t e r n  %one,u 'not applicable," 
r UNA," as appropriate, where no information or mounts r 

T i t l e  o f  Schedule 

(a) 
GENERAL CORWRATE INFORMATION AND 

FINANCIAL STATEMENTS 
l m r a l  Infonuation ........................................... 
: m t r o l  Over Respondent ...................................... 
,orporetiom Controlled Respondent ........................ 
tff icers ............................... i ............. - ....... 
tirectors ..................................................... 
iearr i ty  Holders and Voting Powers ........................... 
llportant Changes During the Year ............................ 
h p a r a t i v e  Balance Sheet .................................... 
;tatanent o f  Income f o r  the Year ............ - -.............. .. 
itatement of Retained Earnings f o r  the Year ................... 
:tatanent o f  Cash f l w s  ...................................... 
lot= t o  f inanc ia l  Statements ................................. 
IALANCE SHEET SUPPORTING SCHEDULES (Assets and Other Debits) 

irrmaery o f  U t i l i t y  Plant and Accuaulated Provisions f o r  
Depreciation, knort izat ion, and Depletion ................... 

t u l e a r  fue l  Materials ....................................... 
Electr ic Plant i n  Service .................................... 
Electr ic Plant Leased t o  Others ............................... 
Electr ic Plant Held f o r  Future Use ............................ 
bnst ruc t ion  Uork in  Progress -- E lec t r i c  ..................... 
Construction Overheads - -  E lec t r i c  .................... l...... 
General Descript ion of Construction Overhead Procedure ._...... 
L c c w l a t e d  Provision f o r  Depreciation of E lec t r i c  U t i l i t y  Plan1 
Wonutility Property ........................................... 
Investment in  Subsidiary Conpanies ........................... 
materials and Supplies ....................................... 
Allouances .................................................. 
Extraordinary Property Losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unrecovered Plant and Regulatory Study Costs ................. 
Other Regulatory Assets ...................................... 
H i s c e l l a n e w  Deferred Debits ........ . . .. .._. . .. .. .... .. ... .. 
A c c w l a t e d  Deferred lmane Taxes (Account 190) .............. 
BALANCE SHEET SUPPORTING SCHEDULES ( L i a b i l i t i e s  and Other 

Credits) 

Capital Stock ................................................. 
Capital Stock Subscribed, Capital Stock L i a b i l i t y  f o r  

Conversion, Premiun on Capital Stock, and Installments 
Received on Capital Stock .................................. 

Other Paid-in Capital ....................................... 
Discount on Capital Stock ................................... 
Capital Stock Expense ....................................... 
Long-Term Debt .............................................. 

> 
' j FERC FORM NO. 1 (ED. 12-96) --- .f 

.- 

ndents are %om." "not 
teference 
'age Nc. 

(b) 

101 
102 
103 
104 
1 05 

106 - 107 
108 - 109 
110 * 113 
114 - 117 
118 - 119 
120 - 121 
122 - 123 

200 - 201 
202 - 203 
204 - 207 

213 
214 
216 
217 

219 
221 

218 

224 - 225 
227 

230 
230 
232 
233 
234 

228 - 2 n  

250 - 25 

252 
253 
254 
254 

256 - 25 

Page 2 

Date 
evised 

(C) 

1. 12-87 
1. 12-w 
1. 12-96 
1. 12-96 
I. 12-95 
1. 12-96 
1. 12-96 
L 12-94 
j. 12-96 
j. 12-96 
L 12-w 
i. 12-96 

d. 12-89 

ev. 12-95 
ev. 12-95 

d. 12-89 

d. 12-89 
d. 12-87 
d. 12-89 
.d. 12-88 
id. 12-88 
Lev. 12-95 
id. 12-89 
id. 12-96 
id. 12-95 
id. 12-93 
Id. 12-93 
Id. 12-95 
Ed. 12-94 
Ed. 12-88 

Ed. 12-91 

Rev. 12-95 
Ed. 12-87 
Ed. 12-87 
Ed. 12-06 
Ed. 12-96 

icable,u or  UNA1a. !.1 

Remarks 

(d) 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

-.- 
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Date of R Year of Report 
D e c .  31, l W 7  

Name of R e s  
KENTUCKY PO&%%PANY 

Reference 
Page No. 

(b) 

LIST OF SCHEDULES (Elect r ic  U t i l i t y )  (Cmtinwd) - I  

(I 

T i t l e  of Schedule 

(a) 

BALANCE SHEET NPPORTING SCHEDULES 
( L i a b i l i t i e s  and Other Credits) ( C o n t i n u e d )  

k c o n c i l i a t i o n  o f  Reported Net Incope with Taxable lnccme 
f o r  Federal lncane Taxes ................................... 

laxer Accwcd, Prepmid and Chargcd During Year .... .... . ..... 
hccuwlated Deferred Investment fax Credits ................... 
Jther Deferred Credits ....................................... 
hccuarlated Deferred Incane Taxes -- Accelerated kaor t izat ion 

P r c p r t y  ................................................... 
kcemulated Deferred Income Taxes -- Other Property ........... 
kecurulated Deferred Incame Taxes - -  Other ................... 
D t h e r  Regulatory L i a b i l i t i e s  ................................. 

INco)(E AcmuWT SUPPORTING SCHEWLES 

Elect r ic  *rating Rcvenws .................................. 
Sales of E l e c t r i c i t y  by Rate Schedules ....................... 
Sales of Resale .............................................. 
Elec t r i c  Operation and bintenonce Expenses .................. 
N c r k r  o f  E lec t r i c  Department Ellployees ....................... 
Purchased P o w r  .............................................. 
Tr.nscoicsion o f  E l e c t r i c i t y  f o r  Others ........................ 
Transmission of E l e c t r i c i t y  by Others ........................ 
Miscellaneous k n e r a l  Expenses - -  E lec t r i c  ................... 
Depreciation and h r t i z a t i o n  of E lec t r i c  Plant ............... 
Part iculars Concerning Certain lncane Deduction and Interest  

Charges Accounts ........................................... 
COWON SECTIOU 

Regulatory Carmission Expenses 
Research. Developnent and DemKlstration Ac t i v i t i es  
D is t r i bu t i on  o f  Salaries and Uages 
Cannon  U t i l i t y  PLant and Expenses 

. . . . . .. . . .. .. .. . . ... .. .. . . . . .., 
........... 

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

ELECTRIC PLANT STATISTICAL DATA 

E lec t r i c  Energy Account ....................................... 
Monthly Peaks and Output ..................................... 
Stem-Elect r ic  Generating Plant S ta t i s t i cs  (Large Plants) 

Hydroelectric Generating Plant S ta t i s t i cs  (Large Plants) ..... 
Purped Storage Generating Plant S ta t i s t i cs  (Large Plants) .... 
Generating Plant S ta t i s t i cs  (Small  Plants) ................... 

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

'V' - 
I -2 F E R C  FORM NO. 1 (ED. 12-96) 
& .  
*.?3 

261 
262 - 263 
266 * 267 

269 

272 - 273 
274 - 275 
276 - 277 

270 

300 - 301 
304 

310 - 311 
320 - 323 

323 
326 - 327 
328 - 330 

332 
335 

336 - 337 

340 

350 - 35 
352 - 351 
354 - 355 

356 

401 
401 

402 - 40. 
406 - 40 
400 - 40 
410 - 41 

Date 
Rev i sed 

(C )  

d. 12-96 
d. 12-96 
d. 12-89 
.d. 12-08 

id. 12-W 
id. 12-W 
id. 12-96 
id. 12-94 

id. 12-96 
Ed. 12-95 
Ed. 12-88 
Ed. 12-95 
Ed. 12-93 
Ed. 12-95 
Ed. 12-90 
Ed. 12-90 
Ed. 12-94 
Ed. 12-95 

Ed. 12-07 

Ed. 12-96 
Ed. 12-07 
Ed. 12-88 
Ed. 12-87 

Rev. 12-90 
Rev. 12-90 

Rev. 12-95 
Ed. 12-89 
Ed. 12-88 
Ed. 12-87 

Remarks 

NA 

NA 

NA 
NA 
NA 
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LIST OF SCHEDULES (ELectric U t i l i t y )  ( C o n t i n u e d )  

T i t l e  of Schedule 

(a) 

ELECTRIC PLANT STATISTICAL DATA (Continued) 

Transmission Line S t a t i s t i c s  ................................. 
Transmission Lines Added During Year ......................... 
krbstations .................................................. 
Etect r ic  D is t r ibu t ion  Meters and Line Transformrs ........... 
Enviromnmtal Protection F a c i l i t i e s  ........................... 
Footnote Data ................................................ 
Stockholders' Reports Check appropriate box: 

EnvirormntaL Protect ion Expenses ............................ 

.- 
[ X I  F o u r  copies w i  L 1 be submitted. 

t I No amual report t o  stockholders i s  prepared. 

- 

.':> FERC FORM NO. 1 (ED. 12-96) t ;;. 

Reference 
Page No. 

(b) 

422 - 423 
424 - 425 
426 - 427 

429 
430 
431 
450 

Page L 

Date 
Revised 

t C )  

d. 12-87 
d. 12-86 
d. 12-96 
.d. 12-88 
.d. 12-88 
id. 12-88 
id. 12-87 

Remarks I/....+, 
(d) 

NA 

NA 
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GENERAL INFoRHATI(w 
1. Provide name and title of officer having custody of the general corporate books of accomt and address 
of office where the general corporate books are kept, and address of the office where any other corporate 
books are kept, if different from that where the general corporate books are kept. 
George E. Laurey, Director of Utility Ledger Accounting 
MPSC, 1 Riverside Plaza 
Colmbus, OH 43215 

2. 
incorporation. 
state that fact and give the type of organization a d  the date organized. 
Kentucky 
July 21, 1919 

Provide the name of the State under the laws of uhich respondent i s  incorporated, and date of 
If incorporated under a special law, give reference to such law. I f  not incorporated, 

3. If at any tim during the year the property of respondent uas held by a receiver or trustee, give (a) 
nome of receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by uhich 
the receivership or trusteeship uas created, and (d) date when possession by receiver or trustee ceased. 
NOne 

4. 
the respondent operated. 
Electric - Kentucky 

State the ctasses of utility a d  other services furnished by respondent during the year in each State in uhich 

5. 
the principal accountant for your previous year's certified financial statements? 

Heve you engaged as the principal accountant to audit your financial statements an accountant who is not the 

Yes...Enter the date when such independent accountant was initially engaged: 
X No 
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This Report Is:. Date of R Year of Report 
Oec. 31, 1997 &"i?hRei%E8%%PANY t t4 ?R%%%ion I 

I 

CONTROL OVER RESPONDENT 
1. I f  uny corporation, business trust, or similar organization or cdination of  such organizations jointly held 

control over the respadent at end of year, state name of controlling corporation or organization, m m e r  in 
rhich control uas held, end extent of control. I f  controt uas in a holding carpeny organization. shou the chain 
of ounership or control to the main parent cacpany or organization. If control uas held by a trustee(s), state 
nmne of trustee(s1, name of beneficiary or beneficiaries for uhom trust vas maintained, and purpose of the trust. 

. ..:, 
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N m e  of Res 1 i s  Report 18- Oate of  R Year of Report 
Oec. 31, 1997 EYTUCLI I 111 PR%&%tiar 1 

OFFICERS 
1. Report belou the name, t i t l e  wd salary for  each who p e r f o m  simi lar  policyrnaking functions. - 

InE 
to. 

1 

executive of f icer  whose salary i s  $50,000 or more. 
ccutive of f icer '  of  a respondent includes i t s  president, 
secretary, treasurer, and vice president i n  charge o f  a 

An "ex- 2. If a change was -de during the year i n  the in- 
cudxnt of any position, shou name a d  t o t a l  renunern- 
tion of  the previous incrrmbent, a d  the date the change 

T i t l e  
(a) 

See attached page included in f i l e d  ccpy only. 

pr inc ipa l  business unit, d i v i s ion  or fur t ion (such as in incurkocy was made. 

2 
3 
4 
5 
6 
7 
8 
9 

I O  
I1 
I2  
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
3s 
36 
3'1 
3e 
3s 
4c 
41 
4: 
4? 
41 
- 

N- of Of f icer  
(b) 
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e Page 104 Line 1 Column A > 

Executive Compensation - 

Attachment 1 
Page 204 of 397 
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%=!I NO. 3 ,-us. 

The following table shows for 1997 the compensation 
earned by the chief executive officer and the four 
other nost highly compensated executive officers (as 
defined by regulations of the Securities and Exchange 
Commission) of the Company at December 31, 1997. 

Summary Compensation Table 

Annual 
Compensation 

Salary Bonus 

( $ 1  ( $ 1  (1) 
Name and Principal Position 

E. Linn Draper, Jr. - Chairman 
of the board and chief 
executive officer of the 
Company; chairman of the 
board, president and chief 
executive officer of AEP Co., 
Inc. and the Service 
Corporation; chairman of the 
board and chief executive 
officer of other AEP System 
companies 

- - 

720 , 000 327 , 744 

Peter J. DeMaria - Vice president, 
controller and director of the 
Company; controller and director 
of AEP Co., Inc.; vice chairman 
and director of the Service 
Corporation; vice president, 
controller and director of 
other AEP System companies 

385,000 153,345 

Long - Term 
Compen - 
sation A1 1 
Payouts Other 
LTIP Compen- 
Payouts 
( $ 1  (1) 

951,132 

391 , 793 

G. P. Maloney - Vice president and 
director of Company; vice president, 
secretary and director of AEP Co., 
Inc.; vice chairman and director 
of the Service Corporation; vice 
president and director of other 
AEP System companies 

385,000 153,345 39t793 

sation 
( $ 1  (2) 

31,620 

21 , 570 

21 , 570 

f ..* 
Page 104 Footnote.1 
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William J. Lhota - President, chief Page 205 of 397 
operating officer and director of the KPSC Case No. 99-149 
Company; executive vice president and TC (1 st Set) 
director of the Service Corporation; Order Dated April 22, 1999 
president, chief operating officer Item No, 3 
and director of other AEF System 
companies 

355,000 141,396 364,436 20,570 

James J. Markowsky - Vice president 
and director of the Company; 
executive vice president-power 
generation and director of the 
Service Corporation; vice president 
and director of other AEP System 
compani e s 

325,000 129,447 338,382 18,020 - 

(1) Amounts in the "Bonus" column reflect payments 
under the Senior Officer Annual Incentive Compensation 
Plan (and predecessor Management Incentive 
Compensation Plan) for performance measured for the 
year ended December 31, 1997. Payments are made in 
March of the subsequent year. Amounts for 1997 are 
estimates but should not change significantly. 

Amounts in the "Long-Term Compensation" column reflect 
performance share unit targets earned under the 
Performance Share Incentive Plan (which became 
effective January 1, 1994) for the three-year 
performance periods ending December 31, 1997. 

(2 )  For 1997, includes (i) employer matching 
contributions under the AEP System Employees Savings 
Plan: Dr. Draper, $3,400; Mr. DeMaria, $3,306; Mr. 
Maloney, $4,800; Mr. Lhota, $4,800; and Dr. Markowsky, 
$3,250; (ii) employer matching contributions under the 
AEP System Supplemental Savings Plan, a non-qualified 
plan designed to supplement the AEP Savings Plan: Dr. 
Draper, $18,200; Mr. DeMaria, $8,244; Mr. Maloney, 
$6,750; Mr. Lhota, $5,850; and Dr. Markowsky, $6,500; 
and (iii) subsidiary companies director fees: Dr. 
Draper and Messrs. DeMaria and Maloney, $10,020; Mr. 
Lhota, $9,920; and Dr. Markowsky, $8,270. 

Page 104 Footnote.2 



Year of  Report 
! % & Y R % @ % % P A w l  Dec. 31, 1997 

D I RECTORS 
1. Report belou the information ca l led f o r  concern- 2. Designate members of the Executive Committee 

Name (and T i t l e )  of Director 
(a) 

, Lim Draper, Jr., Chairman of the Board  and 
Chief Executive Of f icer  

. J. Lhota, President and Chief operating Of f iccr  

. J. Denaria, Vice President and Controtter 

. P. Maloney, Vice President 

. Principal B ineso Address 8% 
C o l u h s ,  OH 

C o l d u s ,  OH 

C o l d w s ,  OH 

ColMbus, OH 

. J. Markowsky, Vice President 

. H. Vipperman, Vice President 

r 
In 
IO. 

1 
2 
3 
c 
5 
6 
7 
8 
9 

10 
I1  
I 2  
15 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
30 
39 
40 
41 
42 
43 
44 
45 
Lb 
47 
48 

- 
- 

- 

C o l u h s ,  OH 

Calmbus, OH 
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- 

a 

a 

give other iaportant part iculars (detai ls)  concerning the 
voting r igh ts  of such security. State nhether voting r i gh ts  are 
actual or contingent; i f  contingent, describe the contingency. 

pr iv i leges i n  the elect ion of directors, trustees or managers, 
or i n  the determination of corporate action by any method, 
explain b r i e f l y  in  a footnote. 

4. Furnish part iculars (detai ls)  concerning any options, 
warrants, or r igh ts  artstandlng a t  the end of  the year fo r  
others t o  purchase secur i t ies of the r e s p a d m t  or any 
secur i t ies or other assets onned by the respondent, including 

prices, u p i r e t i a n  dater, md other aa ter ia l  infoC(Mtion 
re la t ing  t o  exercise of the options, narrants, or riphts.Specify 
the amrnt of such securities or assets SO enti t led t o  b e  pur- 
chased by my off icer,  director, associated cmpmy, or any 
of the ten largest secur i ty holders. This instructiai i s  inep- 
p l i cab le  t o  convert ible recur i t ies  or t o  any recuritit!! otbstan- 
t i a l l y  all of hi& are a r t s t d i n g  i n  the hands of the g m r a l  

publ ic nhere the options, warrants, or r igh ts  were i s d  on a 

3. I f  any class or issue o f  secur i ty has any special 

Date of R - Year of Report 
EG&RE%EPE&pANY Dec. 31, 1997 

SECURITY HOLDERS AND VOTING P M R S  

1. Give the m s  and addresses of the 10 security hereby  such security becam vested with voting r igh ts  and 

1. G i n  date of the Latest closing of  the stock 2. State the t o t a l  nubr of voter cast a t  the 
mk p r i o r  t o  ad of year, and state the plrpose 
f urh closing: 
toc t  book does not close. 

Latest generel m e t i n g  p r io r  t o  end of year 
fo r  e lec t ion  of d i rectors or the respardcnt and 
m r  o f  such votes cast by proxy 

holders of the respondent who, a t  the date of the la tes t  c los- 
ing of the stock book or conpilat ion o f  l i s t  of stockholders 
of the iespodent, p r i o r  t o  the end o f  the year had the 
highest voting poucrs in  the respmdcnt, and state the 
rrmkr of votes uhich each would have had the r i gh t  t o  cast 
on that date if a meeting were then f n  order. I f  any such 
holder held i n  trust ,  give in a footnote the knonn par t i cu la rs  
of the tnrrt(nhether voting trust, etc.) duration o f  trust, and 
pr incipal  holders o f  beneficiary interests in the trust. I f  the 
stock book was not closed or a l i s t  o f  stockholders was not 
caapiled w i th in  QW year p r i o r  t o  the end of the year, or i f  
since the previous canpi lat ion of a l i s t  of stockholders, sane 
other class of secur i ty has k a a e  vested with voting r ights,  
then chon such 10 recu r i t y  holdem as o f  the close of the 
year. Arrange the names of the secur i ty holderr i n  the order 
o f  voting parer, colmmcing with the highest. Shw in co l -  
ran (a) the titln of  o f f i ce rs  end directors included in  such 
l i s t  of 10 secur i ty holders. 

2. I f  any secur i ty other than stock carr ies voting 

3. Give the date 
and place of surh 
meeting: 
nay 12, 1997 

Name (T i t l e )  and Address of Security 
Holder 

R I T I E S  
N m h r  of votes as of (date): O e c e d X ~ 0 8 ! ~ G 1 & ~  

Total ComnOn Preferred I I 

- 
in 
0. 

- 
4 
5 
6 

7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
10 

- 
- 

- 

(a) 
TOTAL votes of a l l  vot ing secur i t ies 
TOTAL rrmkr of  secur i ty holders 
TOTAL votes of Security holders 
l is ted  b l o u  

American E lec t r i c  Power Company, I n c .  
1 Riverside Plaza 

I Votes I Stock I Stock 

(b) (C) (d) 
1,009,000 1,009,000 0 

1 1 0 

1,009,000 1,009,000 0 

Colurkrs, OH 43215 I 

I t e m  2. None 
I tem 3. None 
Item 4. None 

3 F E R C  FORM N0.1 (ED. 12-96) . 

1,009,000 0 

Other 
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Date of R Year of Report 
K u & R ~ ~ & p A N r  Dec. 31, 1997 

IMPORTANT CHANGES DURING THE YEAR 

Give par t icu lars  (deta i ls )  concerning the matters indicated 
k l o u .  Make the statements e x p l i c i t  and precise, a d  nunber 
them in accordance u i t h  the inquiries. Each inquiry should 
be nnsuered. Enter "not applicable,18 or  18NA88 &ere 
W l i c a b l e .  I f  information which ansuers an inquiry i s  
given elseuhere i n  the report, make a reference t o  the 
schedule i n  uhich i t  appears. 

1. Changes i n  and iaportant additions t o  franchise rights: 
Describe the actual consideration given therefor and s tate 
frm whom the franchise r i gh ts  uere acquired. I f  acquired 
uithan the payment o f  consideration, state that fact. 

2. Acquisit ion o f  cunership in  other companies by 
reorIynization, merger, or  consolidation u i t h  other 
caapanies: Give nanes o f  ccqanies involved, part iculars 
concerning the transactions, nmne of  the Camaission 
authorizing the transaction, and reference t o  Carmission 
authorization. 

Give 
a b r i e f  descript ion o f  the property, and of  the 
transactions re la t ing  thereto, and teference t o  Camaission 
authorization, i f  any uas required. Give date jwrnnl 
entr ies ca l led f o r  by the Uniform system of Accwnts uere 
srrbrpitted t o  the Coamission. 
4. laportant leaseholds ( other than leaseholds fo r  

nntural gas lands ) that  have been acquired or  given, 
assigned o r  surrendered: Give ef fect ive dates, lengths of 

'terms, names of part ies, rents, and other conditions. State 
name of Carmission authorizing lease and give reference t o  
such authorization. 

5. Inportant extension or reduction of  transmission or 
d is t r ibu t ian  system: State t e r r i t o r y  added or relinquished 
and date operations began or  ceased and give reference t o  
Carmission authorization, i f  any was required. State also 
the approximate nunber of customers added or l os t  and 

- 
3. Purchase or  sale o f  an operating rnit or system: 

natural gas carpany uust also s tate major new continuing 
sources of gas d e  avai lable t o  i t  f r a  purchases, 
devetopnent, purchase contract or  otheruise, g iv ing 
location and approximate t o t a l  gas v o l w s  available, 
period of contracts, and other par t ies t o  any such 
arrangements etc. 

6. Obligations incurred as a resu l t  o f  issuance of 
securit ies or atstaption of  l i a b i l i t i e s  or  guarantees 
including issuance of short-term debt and cannercia1 paper 
having a maturity of one year or  less. Give reference t o  
FERC or State Carmission authorization, as appropriate, and 
the amunt of obl igation or guarantee. 

or  BmerYments t o  
charter: Explain the nature and purpose o f  such changes or  
amendnents. 

8. State the estimated a m 1  e f fec t  and nature of  any 
inportant uage scale changes during the year. 

9. State b r i e f l y  the status of  any mater ia l ly  ipportant 
legal proceedings pending a t  the end o f  the year, and the 
results of any such proceedings culminnted during the year. 

10. Describe b r i e f l y  any mater ia l ly  iaportant tran- 
sactions of  the respondent Mt disclosed elsewhere in t h i s  
report i n  uhich an of f icer ,  director, security holder 
reported on page 106, voting trustee, associated ccn73any 
or knoun associate of any of  these persons uas a par ty  or  
i n  which any such person had a material interest. 

7. Changes i n  a r t i c l es  of  incorporation 

11. (Reserved.) 

12. I f  the important changes during the year re la t ing  t o  
the respondent carpany appearing i n  the amual report t o  
stockholders are applicable i n  every respect and furnish 
the data required by instruct ions 1 t o  11 above, such notes 

approximate annual revenues of each class of service. Each may be included on t h i s  page. 

PAGE 108 INTENTIONALLY LEFT BLANK 

SEE PAGE 109 FOR REQUIRED INFORMATION 

. ,' 
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lame of Respondent This Report Is: Date of Report 
CENTUCKY POWER COMPANY (1) [xlAn Original 

(2) [ ] A  Resubmission 12/31/97 
(Mo, Da, Yr) 

Year of Report 

Dec. 31, 1997 

Centucky Power Company 

L .  
2xtension of present rights: 

The following franchise rights secured as original franchise or an 

Date 
acquired Acquired From Period Consideration 

3/4/97 Whitesburg, KY 20  years 25% of street 
lighting payments 

1 .  None 

3 .  None 

1. None 

5 .  None 

5 .  SEC File No. 333-35767 under the Securities Act of 1933; Kentucky 
Public Service Commission Case No. CF-KP-95-401: 

$48,000,000 6.91% Unsecured Medium Term Notes, Series A due 2007 

SEC File No. 70-8693 under the Public Utility Holding Company Act of 
1935. Short-term borrowing authority not to exceed $150,000,000 for 
the period January 1, 1996 through December 31, 2000. 

7 .  None 

E .  Salary and wage increases include a 3.0% general increase for physical 
employees. Also  included is a 3 . 0 9  base merit budget increase for exempt 
employees; a 2.8% base merit budget increase for the nonexempt clerical 
employees; and a 3.09 base merit budget increase for nonexempt technical 
employees. 

9. On April 24, 1996, the Federal Energy Regulatory Commission (FERC) 
issued orders 888 and 889. These orders require each public utility that 
owns or controls interstate transmission facilities to file an open access 
network and point-to-point transmission tariff that offers services 
comparable to the utility's own uses of its transmission system. 
The orders also require utilities to functionally unbundle their servhes, 
by requiring them to use their own tariffs in making off-system and 
third-party sales. 
tariff which reflects the FERCIs views on the minimum non-price terms and 
conditions for non-discriminatory transmission service. In addition, the 
orders require all transmitting utilities to establish an Open Access 
Same-time Information System ("OASISu1) which electronically posts 

As part of the orders, the FERC issued a pro-forma 
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IMPORTANT 

Date of Report Year of Report 
(Mo , Da , Yr 
12/31/97 Dec. 31, 1997 

I I .A 
CHANGES DURING THE YEAR (Continued) - 

transmission information such as available capacity and prices, and require 
itilities to comply with Standards of Conduct which prohibit utilities' 
system operators from providing non-public transmission information to the 
itility's merchant employees. The orders also allow a utility to seek 
recovery of certain prudently-incurred stranded costs that result from 
inbundled transmission service. 

On July 9, 1996, the American Electric Power Company, Inc. (AEP) System 
Zompanies, including Kentucky Power Company (KEPCo), filed a tariff 
zonforming with the FERC's pro-forma transmission tariff, subject to the 
resolution of certain pricing issues, which are still pending before F'ERC. 

regarding the creation of an independent system operator to operate the 
transmission system in the Midwestern region of the United States. 
January 15, 1998, nine utilities or utility systems filed with the FERC a 
proposal to form the Midwest Independent Transmission System Operator, Inc. 
("Midwest IS08'). AEP was not a participant in that filing, but supports 
the formation of voluntary ISOs, and is currently examining its options, 
which include, among others, participation in the Midwest ISO. 

announced an improvement plan to be implemented during a four-year period 
(1996-1999) to reinforce their 138,000-volt transmission system. Included 
in this plan is a new transmission line to link KEPCo's Big Sandy Plant to 
communities in eastern Kentucky. ApCo's and KEPCo's estimated project costt 
are $5,800,000 and $81,600,000, respectively. The Kentucky Public Service 
Commission (Kentucky PSC) approved the project in its order dated June 11, 
1996. Construction commenced in late 1996. 

During 1996 and 1997 AEP engaged in discussions with several utilities 

On 

KEPCo and Appalachian Power Company (APCo), an AEP System company, have 

The Acid Rain Program (Title IV) of the Clean Air Act Amendments of 
1990 (CAAA) created an emission allowance program pursuant to which 
utilities are authorized to emit a designated quantity of sulfur dioxide 
(S021, measured in tons per year, on a system wide or aggregate basis. 
Emission reductions are required by virtue of the establishment of annual 
allowance allocations at levels substantially below historical emission 
levels for most utility units. There are two phases of SO2 control under the 
Acid Rain Program. Phase I, effective January 1, 1995, requires SO2 
emission reductions from certain units that emitted SO2 above a rate of 2 . 5  
pounds per million Btu heat input in 1985. Phase I unit allowance 
allocations were calculated based on 1985 utilization rates and an emission 
rate of 2 . 5  pounds of SO2 per million Btu heat input. Phase I permits have 
been issued for all Phase I affected units in the AEP System. 

Phase 11, which affects all fossil fuel-fired steam generating units 
with capacity greater than 2 5  megawatts imposes more stringent SO2 emission 
control requirements beginning January 1, 2 0 0 0 .  If a unit emitted SO2 in 
1985 at a rate in excess of 1 . 2  pounds per million Btu heat input, the 
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(2) [ ]A Resubmission 12/31/97 Dec. 31, 1997 

The Clean Air Act (CAA) contains additional provisions, other than the 
Acid Rain Program, which could require reductions in emissions of NOx and 
other pollutants from fossil fuel-fired power plants. Title I, dealing 
generally with attainment of federally set National Ambient Air Quality 
Standards (NAAQS), establishes a tiered system for classifying degrees of 
nonattainment with the one-hour NAAQS for ozone. 
severity of non-attainment within a given non-attainment area, reductions in 
NOx emissions from fossil fuel-fired power plants may be required as part of 
a state's plan for achieving attainment with the one-hour ozone NAAQS. 
While one-hour ozone NAAQS non-attainment is largely restricted to urban 
areas, AEP System generating units could be determined to be affecting 
downwind urban ozone concentrations and may therefore, eventually be 
required to reduce NOx emissions pursuant to Title I. 

Depending upon the 

IMPORTANT CHANGES DURING THE YEAR (Continued) 

Phase I1 allowance allocation is premised upon an emission rate of 1.2 
pounds at 1985 utilization levels. 
affected unit in 1985 were less than 1.2 pounds per million Btu, the 
allowance allocation is, in most instances, based on the actual 1985 
emission rate. 

If actual SO2 emissions for a Phase I1 

In addition to regulating SO2 emissions, Title IV of the CAAA contains 
provisions regulating emissions of nitrogen oxides (NOx). In April 1995, 
Federal EPA promulgated NOx emission limitations for tangentially fired 
boilers and dry bottom wall-fired boilers for Phase I and Phase I1 units. 
In addition, on December 19, 1996, Federal EPA published final NOx emission 
limitations for wet bottom wall-fired boilers, cyclone boilers, units 
applying cell burner technology and all other types of boilers. 
regulations also revised downward the NOx limitations applicable to 
tangentially fired and wall-fired boilers in Phase 11. 
limitations are to be achieved by January 1, 2000. On February 13, 1998, 
the U.S. Court of Appeals for the District of Columbia Circuit, in an appeal 
in which the AEP System operating companies participated, upheld the 
emission limitations. 

The 

These emission 

In July 1997, Federal EPA revised the ozone and particulate matter 
NAAQS, creating a new eight-hour ozone standard and establishing a new 
standard for particulate matter less than 2.5 microns in diameter (PM2.5). 
Substantial reductions in NOx emissions from fossil fuel-fired power plants 
may be required as part of a state's plan to attain the eight-hour ozone 
standard. 
for five years. Substantial reductions in SO2 and/or other emissions from 
fossil fuel-fired power plants may be required as part of a state's plan to 
attain the PM2.5 NAAQS. 
other utilities to appeal the revised NAAQS by filing petitions for review 
in August and September 1997 in the U . S .  Court of Appeals for the District 
of Columbia Circuit. 

On July 9, 1997, Federal EPA proposed revisions to the New Source 

The actual implementation of the new PM2.5 NAAQS has been delayed 

The AEP System operating companies joined with 

.-# 
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Year of Report 

Dec. 31, 1997 

In 1995, the Environmental Council of States formed the Ozone Transport 
Usessment Group (OTAG) to study the role of transport of ozone and ozone 
)recursor emissions (primarily NOx) in contributing to ozone nonattainment 
in the Northeast, Chicago, and Atlanta nonattainment areas. OTAG was 
:omprised of the environmental commissioners of 37 eastern states, members 
>f Federal EPA and representatives from environmental and industry groups. 
)TAG studied the ozone problem for two years, conducting extensive modeling 
md analysis of ozone levels and the effects of ozone transport. OTAG 
3ubmitted its final recommendations to Federal EPA in July 1997. 

issued a notice (NOx transport SIP call) concluding that certain State 
fmplementation Plans are deficient because they allow NOx emissions that 
iontribute excessively to ozone nonattainment in downwind states. 
3PA's proposed NOx transport SIP call would establish state-by-state NOx 
.mission budgets for the five-month ozone season to be met by the year 2002. 
rhe proposed NOx budgets apply to 22  eastern states and are premised mainly 
3n the assumption of controlling power plant NOx emissions to 0.15 lb./MBtu 
(approximately 85% below 1990 levels). The NOx transport SIP call purports 
to implement both the new eight-hour ozone standard and the one-hour ozone 
standard. The NOx reductions called for by Federal EPA are clearly targeted 
at coal-fired electric utilities and may adversely impact the ability of 
electric utilities to obtain new and modified source permits. The cost of 
meeting NOx emissions reduction requirements that might be imposed as a 
result of the NOx transport SIP call cannot be precisely predicted at this 
time, but could be significant. 

On or about August 14, 1997, eight northeastern states (New York, New 
Hampshire, Maine, Massachusetts, Rhode Island, Pennsylvania, Connecticut, 
and Vermont) filed petitions with Federal EPA under Section 126 of the 
Clean Air Act, claiming that NOx emissions from power plants in midwestern 
states, including all the coal-fired plants of AEP's operating subsidiaries, 
prevent the Northeast from attaining the ozone NAAQS. Among other things, 
the petitioners generally seek NOx emission reductions 85% below 1990 levels 
from the utility sources in midwestern states. 

After receipt of the OTAG recommendations, Federal EPA in October 1997 

Federal 

Federal EPA on or about December 19, 1997 entered into a Memorandum of 
(MOA) with the petitioning states that establishes a schedule for Agreement 

taking final action on the Section 126 petitions on approximately the same 
time frame as Federal EPA's final action on the NOx transport SIP call. 
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stringency of the emission limits to which AEP System plants are subject. 
In March 10, 1997, a number of industries, including AEP System operating 
:ompanies, filed petitions for review of the Credible Evidence Rule with 
:he U.S. Court of Appeals for the District of Columbia Circuit. Oral 
irgument in that case is scheduled to be heard on April 21, 1 9 9 8 .  

In December 1997 ,  delegates from 167  nations, including the United 
States, agreed to a treaty, known as the '"Kyoto establishing 
Legally-binding emission reductions for gases suspected of causing climate 
zhange. If the U.S. becomes a party to the treaty it will be bound to 
reduce emissions of carbon dioxide (C02) ,  methane and nitrous oxides by 7% 
3elow 1 9 9 0  levels and emissions of hydrofluorcarbons, perfluorocarbons and 
mlphur hexafluoride 7% below 1995 levels in the years 2008-2012 .  The 
Cyoto Protocol will be available for signature from March 1 9 9 8  to March 
1999 and requires ratification by at least 55 nations that account for at 
least 55% of developed countries' 1990  emissions of C02 to enter into 
Eorce. The agreement is not expected to be sent to the U.S. Senate for 
ratification before 1 9 9 9 .  

On January 2 ,  1 9 9 7 ,  Federal EPA proposed a new intervention level 
?rogram under the authority of Section 303 of the CAA to address five 
ninute peak SO2 concentrations believed to pose a health risk to certain 
segments of the population. The proposal establishes a '"concern" level 
and an "endangerment" level. States must investigate exceedances of the 
concern level and decide whether to take corrective action. If the 
endangerment level is exceeded, the state must take action to reduce 
SO2 levels. The effects of this proposed intervention program on AEP 
operations cannot be predicted at this time. 

haze attributable to anthropogenic emissions. 
regional haze program is to address visibility impairment in and around 
"Class I"" protected areas, such as national parks and wilderness areas. 
Because regional haze precursor emissions are believed by Federal EPA to 
travel long distances, Federal EPA proposes to regulate such precursor 
emissions in every state. Under the proposal, each state must develop 
a regional haze control program that imposes controls necessary to steadily 
reduce visibility impairment in Class I areas on the worst days and that 
ensures that visibility remains good on the best days. This is 
accomplished using a unit of measurement known as a "deciview." The 
plan's goal is to reduce visibility impairment by one deciview or 
more over each 1 0 - 1 5  year period. The final time period will be set 
as part of the final rulemaking. 

Federal Register governing application of new source rules to generating 
plant repairs and pollution control projects undertaken to comply with 
the CAA. Generally, the rule provides that plants undertaking pollution 

On July 31, 1 9 9 7 ,  Federal EPA proposed new rules to regulate regional 
The primary goal of the new 

On July 2 1 ,  1 9 9 2 ,  Federal EPA published final regulations in the 
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This Report Is:. Date of R Year of  Report 

x An O r r  rnal Dec. 31, 1997 1 t $ ]  1 1 A Resdmission 1 
W n P A R A T l M  BALANCE SHEET (ASSETS AND OTHER DEBITS) 

& T U ? ~ ~ W % P A N Y  

Line1 T i t l e  of  Accamt I Ref. I Balance at I Balance a t  

1 1  UTILITY PLANT 
2 I U t i l i t y  P l a n t  (101-106. 114) . -  
3 
4 
5 
6 
7 Nuclear F u e l  (120.1-120.4, 120.6) 
8 (Less) ACCM. Prov. f o r  AmOrt. of  Nucl. Asseablies (120.5) 

Construction Work i n  Progress (107) 
TOTAL UTILITY PLANT (Enter Total o f  l ines 2 and 3) 
(Less) Accun. Prov. f o r  Depr. knort. Depl .  (108, 111, 115) 
Net U t i l i t y  Plant (Enter Total of Line 4 L e 6  5)  

Page No. Begiming of Year ~ n d  of Year !.- 1 (b) 1 (c) 1 (d) I 

I . .  . .  
200 - 201 48,400,480 32,059,799 

~ 4 , 3 9 1 , 1 4 7  S998.866.524 
200-201 279,428,995 ZBD, 229.5 16 

%64,%2,152 S71O,637,008 
0 0 202-203 
0 0 202-203 

1 I 
I 200-201 I sa% ,990,6671 f966.806.725 

9 
10 
11 

Net Nuclear Fuel (Enter Total o f  l i ncs  7 Less 8 )  0 0 
Net U t i l i t y  Plant (Enter Total o f  l ines 6 and 9) f664,%2,152 $71 0,637,008 
U t i l i t y  Plant Adjustments (116) 122 

, 

12 Gas Stored Undergrovd-Nwurrent (117) I 
13 OTHER PROPERTY AMI INVESTMENTS 
14 Nonutilitv Prooertv (121) 221 973.6641 973.644 . . .  
15 I (Less) Acnra. Prov. f o r  Dcpr. and m o r t .  (122) I I 152,508 I 
16 I Investments in  Associated Conpaoies (123) I I 

I * .  I 

18 I (For C o s t  of Account 123.1, See footnote Page 224, Line 42) I I 1 
19 I Ncocurrent Por t ion of  Allowances 
20 1 Other Investments (124) 
21 I Swcia t  F ~ S  (125-128) 

228-229 
5,622,152 5,768.572 

8.528 8.528 
I 22 I TOTAL Other Property and Investments (Total of l ines 14-17.19-21) I I %,451,816( S6.591.576 I 

25 
26 
27 
28 
29 
30 
31 

231 CURRENT AND ACCRUED ASSETS I 
I 24 1 Cash (131) 934.931 I i . z i 7 . u a  . ~ .  . .  

Special Deposits (132-1341 io9,ssa 109,558 
Uorking F d  (135) 61,903 54,114 
Tenporary Cash Investments (136) 
Notes Receivable (141) 
Custaner Accounts Receivable (142) 22,861,474 24,127,289 

(Less) Accun. Prov. fo r  Uncollect ible Acct.-Credit (144) 271.65a 524,659 
Other Accounts Receivable (143) 2,186,780 2,529,668 

L i 
32 
33 Accounts Receivable from Assoc. Carpanies (146) 2,197,855 1,722,195 

a. 806.227 10,379,192 34 Fuel Stock (151) 227 

Notes Receivable from Associated Conpanies (145) 

35 
36 

Fuel Stock Expenses Undistributed (152) 227 437,997 306,130 
Residuals (Elec) and Extracted Products (153) 227 
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37 Plant Materials and Owrat ins Sumlies (1541 227 a.m.633 7,752,082 



Ti t te  of Account I Ref. I Balance a t  I 8alance a t  

I 

64 Research, Devel. and Demonstration Expend. (188) 352-353 
65 
66 Atccmulated Deferred Incane Taxes (190) 2sc 

U M o r t i z e d  Loss on Reacquired Debt (189) 87!i,419 756,855 
30,918,588 34,276,230 

67 

’* FERC FORM N O . l  (REVISED 12-93) i 
..5 >.v 

Unrecovered Purchased Gas Costs (191) I 

Page 111 

68 
69 

TOTAL Deferred Debits (Enter Total of l ines 54 thru 67) 
gg$,AAe&and other Debits (Enter Total of lines 10,11,12, 
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41 Matured Interests (240) 
42 Tax Collections Payable (241) 1,415,195 2,091,410 
43 Miscellaneous Current and Accrued Liabilities (242) 4,766,731 9,124,580 
44 Obligations Under Capital Leases-Current (243) 3,016,654 3,719,047 
45 TOTAL Current and Accrued Liabilities(Enter Total of lines 32 thru 44) f105.620.149 $91,814,439 

- 

Year of Report 
Dec. 31, 1997 

COWARATIVE BALANCE SHEET (LIABILITES AND OTHER CREDITS) 
Line1 Title of Account Balance at I Balance at 

b%&RE?213%PAuY 

End of Year 
I 
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STATNNT OF INCOME FOR THE YEAR (Continued) 

- -:I 
resulting from settlement of any rate proceeding affecting 
m a u e s  received or costs incurred for power or gas 
purchases, and a runnay of the adjustments made to balance 
sheet, incarpe, and expense accourts. 
7. If any notes appearing in  the report to stockholders 

a n  applicable to this Stateaent of Income, such notes may 
be included on pages 122-125. 
8. Enter on pages 122-123 a concise explanation of only 

those changes in accourting methods made during the year 1 
which had an effect on net income, including the basis of 
allocations a d  apportionnents from those used in the precediy 
year. Also give the approximate dollar effect of such changes. 
9. Explain in a footnote i f  the previous year's figures 

are different fram that reported in prior reports. 
10. If the colums are insufficient for reporting ad- 

ditional utility departments, s w l y  the appropriate accotnt 
titles, lines 2 to 23, and report the information in the 
blank space on peg- 122-123 or in a footnote. 

t ELECTRIC UTILITY I GAS UTILITY I OTHER UTILITY 

I u6.856.092 %l,UZ,T59 
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60 

62 Other Interest Expense (431) 340 3,235,475 
63 (Less) Allouance for B O r r O w d  Funds Used During Construction-Cr. (432) 1,410,554 
64 Net Interest Charges (Enter Total of lines 56 thru 63) $25,646,054 

f20.745.738 65 lncane Before Extraordinary Item (Total of lines 25, 54 and 641 

(Less) Amortization of  Gain on Reacquired Debt - Credit (429.1) 
61 Interest on Debt t o  Assoc. Cenpanies (430) 340 

- FERC FORM NO.l (EO. 12-96) :.- ?& 
L -3 

3,060,480 
986,963 

f23,776,016 
fl6.972,985 
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r 

Date of Re rt Year of Report 
(Il'?tsPto7'~ D e c .  31, 1997 

Name of  Res 
KENTUCKY P-ANY 

STATEMENT OF RETAINED EARNINGS FOR THE YEAR 
1 .  Report a l l  changes in  appropriated retained earnings, 5. Show dividends fo r  each class 4 d  series of 

inc 
lo. 

1 
2 
3 
4 

I I 

9 1  TOTAL Credits t o  Retained Earnings (Acc. 439) (Total o f  l ines 4 th ru  8) I I 
10 I Debit: 

Cmtra grizy 
AtFgted  Item Amount 

(0) (C) 

UIUPPROPRIATED RETAlNEO EARNINGS (Accotnt 216) I 
Ealncc - Bcpiming o f  Year -1 u)4,090,391 
I 
I 

changes (Identify by prescribed retained earnings accornts) 

Credit: 
Adjurecnts  t o  Retained Earnings <Accumt 439) 

. ._ I I 
11 I Debit: I 1 
12 I D e b i t :  

5 
6 
7 

1 1 

13 I Debit: I 1 
14 I Debit: 

C red i t :  
C r e d i t :  
C r e d i t :  

I I 
I 115 1 TOTAL Debits t o  Retained Earnims CAcc. 439) (Total o f  l ines 10 thru 1L> 

18 I 

. _  - - _ _  _ _  - - -  I 1 

16 I Balance Transferred fran Incape (Account 433 less Account 418.1) 1117 I 20 -715 -73 

I 
I7 I Appropr ia t iaa of  Retained Earnings (Accunt 436) 

29 
u] 

31 
32 
33 
34 
35 

I 

I TOTAL Dividends Declared - Preferred Stock (Acct, 437) (Total o f  Lines 24 thru 28) 
Dividends Declared - Cannon stock (Account 438) I 
Comnon Stock (26,760,012 

1 I I 
20 I 
21 I 

I 1 

36 
37 
38 

I I 

22 I TOTAL h r o p r i a t i o n s  of Retained Earninas CAcc. 4361 (Total of l ines 18 th ru  211 I 

TOTAL Dividends Declared - C m n  Stock (Acct. 438) (Total o f  l ines 31 thru 351 ($26,760,01 Z 
Transfers from Acct. 216.1, Unappropriated Undistr ibuted Subsidiary Earnings 
Balance - End of Year (Total o f  l ines 01, 09, 15, 16, 22, 29, 36, and 37) 

- I I 

23 I Dividends Declared - Preferred Stock (Accocnt 437) 1- 
24 I 
25 
26 
27 
28 

.- 

KPSC Case No. 99-149 
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Order Dated April 22, 1999 
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! 

TOTAL Appropriated Retained Earnings (Accant 215, 215.1) (Enter t o ta l  of  l ines 45 and 46) 
TOTAL Retained Earnings (Accant 215, 215.1, 216) (Enter t o ta l  of Lines 38 and 47) 

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (ACCOUNT 216.1) 

Balance - miming of Year ( D e b i t  or  Credit) 
Equity in  Earnings fo r  Year (Credit) (Account 418.1) 
(Less) Dividends Received (Debit) 
Other Changes (Explain) 

Bakance - End of  Year (Total of Lines 49 Thru 52) 

Yrae of Res Date of  R Year of  Report 
Dec. 31, 1997 CENTUCKT 

STATEMENT OF RETAINED EARNINGS FOR THE YEAR ( C M t i n w d )  

S78,Q76,120 

I, 

State balance and 

APPROPRIATED R E T A I Y E D ( f i : ~ ~ ~ S ~ ~ ~ l Z A T t O I l  RESERVE,FEDERAL 

State below the t o t a l  m t  set aside through appropriations of  retained earnings, as of the end 
of the-year, in  carpliance with the provisions of Federally granted hydroelectric project  l icar res 
held by the respondent. If any reductions or changes other than the n o m 1  a-l credi ts  hereto have 
been mde dur ing the year, explain such items in a footnote. 

TOTAL Ac&&iated Retained Earnings - Amortization Reserve, Federal (Accant 215.1) 1 
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Date of  R Year of  Report 
!%l&Rm?i%APANY Dec. 51, 1997 

STATEMENT OF CASH F L U  

27 
28 
29 
30 

~ - - - - - _- - - 
- 1. I f  the notes t o  the cash f lw  statement i n  the respondents 2. Under "Other" specify s ign i f i can t  mnomts and group others. 

-a1 stockholders report are applicable t o  t h i s  statement, 3. Operating Ac t iv i t ies  - Other: Include gains and losses per- 
such notes should be included in  pages 122-123. Infoma- taining t o  operating a c t i v i t i e s  only. Gains and losses per- 
t ion a h t  noncash investing and financing ec t i v i t i es  ta in ing t o  investing eod financing e c t i v i t i a  should be 
should be provided on pages 122-123. Provide also on pages reported in  those ac t iv i t ies .  Shou on pages 122-123 the 
122-123 a reconc i l ia t ion  between "Cash and Cash EquivaLents mant of  interest pa id ( net of unotmtr capi ta l ized ) and 
a t  End of  Year" wi th  re la ted (IcnOVlts on the balance sheet. incam taxes mid. 

Gross Additions t o  Nuclear Fwl 
Gross Additions t o  Comnon U t i l i t y  Plant 
Gross Additions t o  Nonut i l i t y  Plant 
(Less) Allowance f o r  Other Funds Used During Construction 45,067 

Net Cash Provided by (Used in) Operating Ac t iv i t ies  (Total of l ines 2 thru 21) I %1,264,663 I 

-- 
34 
35 
36 
37 
38 
39 
10 

I 

24 Cash F l m  fran Investment Act iv i t ies :  
25 Construction and Acquisit ion of  Plant (Including Land): 
26 Gross Additions t o  U t i l i t y  Plant (less nuclear fwl) (66,686,924 ) 

I 

Cash Outflows f o r  Plant (Total of l ines 26 thru 33) (%6,641,857) 

I 
Acquisition of Other Noncurrent Assets (d) 
Proceeds from Disposal of Noncurrent Assets (d) 

Investments i n  and Advances t o  Asroc. and Subsidiary Coqxjnies 
Contributions and Advances from Assoc. and Subsidiary Camanies 

I . .  ' 41 Disposit ion o f  Investments in  (and Advances to)  
42 Associated and Subsidiary Conpanies 
L3 

31 I Other:.' I 
I 

J' 

.- 

44 Purchase of Investment Securities (a) 
45 proceeds from Sates of Investment Securities ( a )  

i,-J FERC FORM NO.l (ED. 12-96) 
g .i 
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Date of Re T t  o f  Res T i s  Report Is- I ?R!%!&%kiOn I (1473P;07y~ 
kEZm K E F % A ~ A N ~  

Year of R g o r t  

Dec. 31, 1097 

I .- 

1 4 9  I Net (Increase) Decrease in  Receivables 

STATEMENT OF CASH FLOUS ( C o n t i n u e d )  
. .  4 .  Investing Ac t iv i t ies  ' 5. Codes used: .- 

50 
51 
52 Yet Increase (Decrease) in  Payabler and Accrued Expenre 
53 Other: 
54 
55 

Net (Increase) Decrease in Inventory 
Net (Increase) Decrease in  Allouances Held fo r  Speculation 

Line 
Yo. 

56 I Net Cash Provided by (Used in) Investing Ac t iv i t ies  I 

I Description (See Inst ruct ion No. 5 f o r  Explmation of  Codes) AmwntS 
( 0 )  (b) 

~~ 

57 (Total o f  l ines 34 thru 55 ) 

58 
59 Cash Flows fran Financing Act iv i t ies :  

46 
47 
48 

60 I Proceeds fran Issuance of: _ _  - - .  ... 

Loans Hade o r  Purchased 
Collections on Loans 

I 

78 
79 
80 

I 
61 I ~ o n g  - Term Debt CD) 
62 I Preferred Stock 

~~~~ ~ 

Net Decrease i n  Short-Term Debt (c) 

Dividends on Preferred Stock 
I 

66 Net Increase i n  Short - Term Debt (c) ( 15,175,000) : Other: 

I 

81 Dividends on C m n  Stock 
82 Net Cash provided by (Used in) Financing Ac t iv i t ies  
83 (Total of l ines 70 thru 81) 

I 

I S52,411.934 70 1 
71 I 

Cash Provided by Outside Sources (Total of l ines 61 thru 69) 

(26,760,012 1 

S25,65 1,922 

1 

72 1 Payments f o r  Retirement of: 1 

87 
88 
89 
90 

'15 I Long - term Debt (b) I 
74 I Preferred Stock 

. .  
-1 

Cash and Cash Equivalents at Beginning of Year I 1,106,392 

Cash and Cash Equivalents at End of Year 

- 
.e' 

1,381,120 

~- ~~ 

75 I Cannon Stock 
76 I Other: 
7 7 1  

I 85 I Net Increase (Decrease) i n  Cash and Cash Equivalents 
I 

1 8 6 1  (Total of Lines 22. 57.and 03) I S274.720 
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v 

T i s  Report Is- Date of R Year of Report 
!,mJIcYR*&AUur 1 ll] [q ~ R ~ & ~ ~ i a j  I (%f39feTRrt I D e .  31, 1997 

NOTES TO FINAUCIAL STATEMENTS 

1. Use the space below for iaportant not- regarding the plan of d i w i t i o n  contmplated, giv ing references to  C a -  

Belance Sheet, Statement of lncane f o r  the year, Statement 
Df Retained Earnings for the year, and Statement of  Cash 
FlW:, or any account thereof. 
to each basic statement, providing a subheading for  each 
statement except where a note i s  applicable t o  more than 
on s ta tsan t .  

pent assets or L i a b i l i t i e s  ex is t ing a t  end of year, including a 
br ief  explatation of any a c t i m  initiated 
R m n u c  S e n i c e  involv ing possible assessmmt of d i t i o n a l  
incane taxes of nmter ia l  .aant, or of a r l a i a  f o r  r e f d  o f  
Incnme taxes of a material m t  i n i t i a t e d  by the utility.Giw 
r h o  a b r i e f  u p l m a t i m  o f  any divide& in arrears m 
maulat ive preferred stock. 

o r i g in  o f  wct~ m t ,  debits ond credi ts  &ring the year, and 

Classi fy the notes according 

2. Furnish par t icu lars  (detai ls)  as t o  any s ign i f icant  c m t i n -  

the Interns1 

3. For Accan t  116, U t i l i t y  Plant Adjustments, explain the 

PAGE 122 IHTEYTIO(ULLY LEFT BLANK 
SEE PACE 123 FOR REQUIRED INFQU(A1IOW 

mission orders or other authorizations respecting c loss i f ica-  
t i o n  of (mDU?ts as plant adjustments and requirements as 
t i  disposi t ion thereof. 

4. &here A c c w t s  189, Unamortized Loss on Reacquired 
Debt, and 257, Unamortized Gain on Reacquired Debt, are 
not used, give an explanation, providing the rate t r ca tmn t  
given these items. See General Inst ruct ion 17 of the Uniform 
Systan of  Accants. 

rest r ic t ions ud state the mount of retained earnings affectec 
by such restr ict ions.  

6. I f  the notes t o  f inancial  statanents re la t ing t o  the 
respondent capany appearing in the amual report t o  the 
stockholders are applicable and furnish the data required by 
instruct tars above lrnd m pages 114-121, such notes 
be includcd herein. 

5. Give a concise explanetion of  any retained earnings 

~~ ~~ 
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a 
Date of Report Name of Respondent This Report Is: 

KENTUCKY POWER COMPANY (1) [xlAn Original (Mo, Da, Yr) 
( 2 )  ]A Resubmission 12/31/97 

Year of Report 

Dec. 31, -l 1997 

I 
lOTES TO FINANCIAL STATEMENTS Attacliiiient 1 

Page 228 of 397 
KPSC Case No. 99-149 .. SIGNIFICANT ACCOUNTING POLICIES: TC (1st Set) 

Order Dated April 22, 1999 
brgani zat ion Itcm No. 3 

ubsidiary of American Electric Power Company, Inc. (AEP Co., 
:nc.), a public utility holding company. 
leneration, sale, purchase, transmission and distribution of 
!lectric power serving 168,000 retail customers in eastern 
lentucky. 
itility systems, power marketers and the American Electric Power 
[AEP) System Power Pool (Power Pool). As a member of the AEP Power 
'001 and a signatory company to the American Electric Power System 
[AEP System) Transmission Equalization Agreement, KPCo's facilities 
n-e operated in conjunction with the facilities of certain other 
4EP affiliated utilities as an integrated utility system. 

Kentucky Power Company (the Company or KPCo) is a wholly-owned 

KPCo is engaged in the 

Wholesale electric power is supplied to neighboring 

legulat ion 

regulation by the Securities and Exchange Commission (SEC) under 
:he Public Utility Holding Company Act of 1935 (1935 Act). Retail 
rates are regulated by the Kentucky Public Service Commission 
(KPSC) - The Federal Energy Regulatory Commission (FERC) regulates 
crholesale rates - 

As a subsidiary of AEP Co., Inc., the Company is subject to 

Basis of Accounting 

The accounting of the Company is subject in certain respects to 
both the requirements of the KPSC and the FERC. 
statements have been prepared in accordance with the accounting 
requirements of the uniform system of accounts prescribed by the 
FERC. 
principles include the exclusion of comparative statements of 
retained earnings and cash flows and the requirement to report 
deferred tax assets and liabilities separately rather than as a 
single amount. 

statements reflect the actions of regulators that may 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 

The financial 

The principal differences from generally accepted accounting 

A s  a cost-based rate-regulated entity, KPCo's financial 

Page 123 Next Page is 200 FERC FORM NO.l (ED. 12-96) 
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lame of Respondent This Report Is: Date of Report 
33TI”TCKY POWER COMPANY (1) [xlAn Original (Mo , Da , Yr 

(2) [ ]A Resubmission 12/31/97 

I’ 

Year of Report 

Dec. 31, 1997 

Jse of Estimates 

The preparation of these financial statements requires in 
:ertain instances the use of estimates. 
iiffer from those estimates. 

Actual results could 

Jtility Plant 

Electric utility plant is stated at original cost and is 
jenerally subject to first mortgage liens. 
replacements and betterments are added to the plant accounts. 
zetirements of plant are deducted from the electric utility plant 
in service account and deducted from accumulated depreciation 
together with associated removal costs, net of salvage. The costs 
>f labor, materials and overheads incurred to operate and maintain 
itility plant are included in operating expenses. 

Additions, major 

illowance for Funds Used During Construction (AFUDC) 

AFUDC is a noncash nonoperating income item that is capitalized 

The amounts of AFUDC 

nnd recovered through depreciation over the service life of utility 
?lant. 
Eunds used to finance construction projects. 
Eor 1997 and 1996 were not significant. 

It represents the estimated cost of borrowed and equity 

3epreciation and Amortization 

Depreciation is provided on a straight-line basis over the 
estimated useful lives of property and is calculated largely 
through the use of composite rates by functional class as follows: 

Functional Class 
of Property 

Production 
Transmission 
Distribution 
Genera 1 

Annual Composite 
Depreciation Rates 

3.8% 
1.7% 
3.5% 
2.5% 

Expenditures to demolish and remove plant are recovered through 
depreciation charges included in rates. 

Cash and Cash Equivalents 

Cash and cash equivalents include temporary cash investments 

FERC FORM NO.l (ED. 12-96) Page 123.1 Next Page is 200 
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ame of Respondent This Report Is: Date of Report 
ENTUCKY POWER COMPANY (1) [XI An Original (Mo , Da , Yr 1 

( 2 )  ]A Resubmission 12/31/97 

Year of Report 

Dec. 31, 1997 
I 
I 

I-. 

~~~~ 

ith original maturities of three months or less. 

perating Revenues and Fuel Cost 

nbilled at month-end as well as billed revenues. Changes in 
,etail jurisdictional fuel costs are deferred until reflected in 
Illlings to customers in later months through a fuel adjustment 
iechanism. 
.nd billed as incurred. 

Revenues include the accrual of electricity consumed but 

Wholesale jurisdictional fuel cost changes are expensed 

ncome Taxes 

The Company follows the liability method of accounting for 
.ncome taxes as prescribed by SFAS 109, "Accounting for Income 
'axes." Under the liability method, deferred income taxes are 
)rovided for all temporary differences between the book cost and 
:ax basis of assets and liabilities which will result in a future 
:ax consequence. Where the flow-through method of accounting for 
:emporary differences is reflected in rates, deferred income taxes 
ire recorded with related regulatory assets and liabilities in 
tccordance with SFAS 71. 

[nvestment Tax Credits 

Based on directives of regulatory commissions, the Company 
reflected investment tax credits in rates and on its books on a 
ieferral basis. Commensurate with rate treatment deferred 
investment tax credits are being amortized over the life of the 
related plant investment. 
investment tax credits for nonutility property is to practice the 
Elow-through method of accounting. 

The Company's policy with regard to 

3ebt 

amortized over the remaining term of the reacquired debt in 
accordance with rate-making treatment. 
the reacquisition costs are deferred and amortized over the term of 
the replacement debt commensurate with their recovery in rates. 

amortized over the term of the related debt, with the amortization 
included in interest charges. 

Gains and losses on reacquisition of debt are deferred and 

If the debt is refinanced, 

Debt discount or premium and expenses of debt issuance are 

Other Property and Investments 

Other property and investments are stated at cost. 

FERC FORM NO.l (ED. 12-96) Page 123.2 Next Page is 200  
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Iame of Respondent This Report Is: Date of Report 
;ENTUCKY POWER COMPANY (1 1 [XI An Original (Mo, Da, Yr) 

( 2 )  ] A  Resubmission 12/31/97 

Year of Report 

Dec. 31, 1997 

!. RATE MATTERS 

In a May 27, 1997 order the KPSC approved the Company's request 
:o establish a monthly surcharge to recover environmental 
:ompliance costs. 
nclusion of certain environmental compliance costs in the 
urcharge. 
fter July 7, 1997. However, as part of the May 27, 1997 order the 
PSC directed the Company to refund to ratepayers emission 
llowance sale proceeds, through a reduction of the first twelve 
onths of environmental surcharge revenues. 
ppealed. 
ignificant impact on results of operation, cash flows or financial 
mondi t ion. 

In approving the surcharge the KPSC denied 

The surcharge was applied to bills rendered on and 

This matter is being 
The ultimate resolution of this matter will not have a 

. COMMITMENTS A N D  CONTINGENCIES: 

lonstruction and Other Commitments 

Substantial construction commitments have been made to support 
:he Company's utility operations. 
iny expenditures for new generating capacity. 
:onstruction program expenditures for 1998-2000 are estimated to be 
;139 million. 

Long-term fuel supply contracts generally contain clauses that 

Such commitments do not include 
Aggregate 

xovide for periodic price adjustments. 
rarious terms, the longest of which extends to the year 2001 and 
:ontain various clauses that would release the Company from its 
>bligation under certain force majeure conditions. A KPSC fuel 
3djustment mechanism generally provides for recovery of changes in 
:he cost of fuel. 

A constructive marketing program enables residential customers 
to borrow from area banks to purchase energy efficient electrical 
equipment, such as heat pumps. KPCo guarantees the loan principal 
plus interest. 
December 31, 1997. 

Revised Air Quality Standards 

Agency published a revised National Ambient Air Quality Standard 
(NAAQS) for ozone and a new NAAQS for fine particulate matter 
than 2.5 microns in size). 
result in redesignation of a number of areas of the country that 

The contracts are for 

The guaranteed amounts totaled $12 million at 

On July 18, 1997, the United States Environmental Protection 

(less 
The new ozone standard is expected to 
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fame of Respondent 
XNTUCKY POWER COMPANY 

Ltigation 

KPCo is involved in a number of legal proceedings and claims. 
Vhile management is unable to predict the outcome of litigation, it 
is not expected that the resolution of these matters will have a 
naterial adverse effect on the results of operations, cash flows or 
financial condition. 

This Report Is: Date of Report Year of Report 
(1 1 [XI An Original 
(2) [ ]A Resubmission 12/31/97 

(Mo , Da , Yr 1 
Dec. 31, 1997 

1. RELATED-PARTY TRANSACTIONS: 

KPCo has a Unit Power Purchase Agreement with AEP Generating 
Zompany (AEGCo) an affiliated company, which expires in 2004. The 
2greement provides for the Company to purchase 15% of the total 
mtput of the two unit 2,600-mw capacity Rockport Generating Plant. 
Jnder the Unit Power Purchase Agreement there is a demand charge 
Eor the right to receive the power, which is payable even if the 
?ewer is not taken. The amount of the demand charge is such that 
ahen added to other amounts received by AEGCo, it will enable AEGCo 
to recover all its fixed expenses including a FERC-approved rate of 
return on common equity. 

Demand charges payable even if the power is not taken and 
energy purchases under the Unit Power Purchase Agreement were 
included in purchased power expense as follows: 
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Df Respondent This Report Is: Date of Report 
ZKY POWER COMPANY (1) [XI An Original (Mo,Da,Yr) 

(2) [ ] A  Resubmission 12/31/97 

Total 

Year of Report 

Dec. 31, 1997 

$39 , 993 
2a,393 

$68,386 

$39,622 
27 , 743 
$67,365 

TC (1st Set) 
Order Dated April 22, 1999 

Item No. 3 

nefits and costs of the System's generating plants are shared 
mbers of the AEP Power Pool. The Company is a member of the 

ment, capacity charges and credits are designed to allocate 
Dst of the System's generating reserves among the Power Pool 
rs based on their relative peak demands and generating 
ves. 
of energy delivered to the Power Pool and charged for 
y received from the Power Pool. 

Pool. Under the terms of the System Interconnection 

Power Pool members are also compensated for the out-of-pocket 

erating revenues include $41.0 million in 1997 and $28.0 
3n in 1996 for energy supplied to the Power Pool. 

nce the Company's internal peak demand exceeds its generating 
ity, charges for Power Pool capacity reservation, which is a 
e for the right to receive power even if the power is not 
, and for energy received from the Power Pool were included in 
ased power expense as follows: 

ity Charge 
j .  Charge 
Total 

Year Ended December 31, 
1997 1996 

(in thousands 1 

$ 7,196 $ 6,425 
13 , 855 19,741 

$21,051 $26 , 166 

'der Pool members share in wholesale sales to unaffiliated 
ies made by the Power Pool. The Company's share of these 
sa le  power pool sales was included in operating revenues in 
mount of $45.9 million in 1997 and $26.7 million in 1996. 

addition, the Power Pool purchases power from unaffiliated 

of these purchases was included in purchased power expense 
nies for resale to other unaffiliated entities. The Company's 

otaled $24.5 million (including new power marketing 
actions) in 1997 and $3.0 million in 1996. Revenues from 

s through the AEP System transmission network, are included in 
hove Power Pool wholesale operating revenues. 

transactions, including a transmission fee for power that 

OXM NO.l (ED. 12-96) Page 123.5 Next Page is 200 
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lame of Respondent This Report Is: Date of Report 
3WI”TCKY POWER COMPANY (1) [XI An Original (Mo , Da , Yr 1 

( 2 )  IA Resubmission 12/31/97 

AEP System companies participate in a transmission equalization 
tgreement. This agreement combines certain AEP System companies’ 
.nvestments in transmission facilities and shares the costs of 
wnership of those facilities in proportion to the System 
:ompaniesI respective peak demands. Pursuant to the terms of the 
igreement since the Company‘s relative investment in transmission 
Facilities is greater than its relative peak demand, other 
>peration expense includes equalization credits of $2.7 million and 
;3.3 million in 1997 and 1996, respectively. 

:ertain managerial and professional services to AEP System 
:ompanies. 
lirect-charge basis to the extent practicable, and on reasonable 
3ases of proration for indirect costs. The charges for services 
pre made at cost and include no compensation for the use of equity 
Zapital, which is furnished to AEPSC by AEP Co., Inc. Billings 
Erom AEPSC are expensed or capitalized depending on the nature of 
the services rendered. AEPSC and its billings are subject to the 
regulation of the SEC under the 1935 Act. 

American Electric Power Service Corporation (AEPSC) provides 

The costs of the services are billed by AEPSC on a 

Year of Report 

Dec. 31, 1997 
“r, 

5 .  BENEFIT PLANS: 

KPCo participates in the AEP System pension plan, a trusteed, 
noncontributory defined benefit plan covering all employees meeting 
eligibility requirements. Benefits are based on service years and 
compensation levels. Pension costs are allocated by first charging 
each System company with its service cost and then allocating the 
remaining pension cost in proportion to its share of the projected 
benefit obligation. The funding policy is to make annual trust 
fund contributions equal to the net periodic pension cost up to the 
maximum amount deductible for federal income taxes, but not less 
than the minimum required contribution in accordance with the 
Employee Retirement Income Security Act of 1974. Net pension plan 
costs for the years ended December 31, 1997 and 1996 were $424,000 
and $812,000, respectively. 

Postretirement benefits other than pensions (OPEB) are provided 
for retired employees under an AEP System plan. Substantially all 
employees are eligible for postretirement health care and life 
insurance if they retire from active service after reaching age 55 
and have at least 10 service years. OPEB costs are determined by 
the application of AEP System actuarial assumptions to each 
operating company’s employee ccmplement. 
which includes the recognition of one-twentieth of the prior 
service transition obligation, were $2.1 million in 1997 and $2.8 

The annual accrued costs, 

FERC FORM NO.l (ED. 12-96) Page 123.6 Next Page is 206 
Attachment 1 

Page 234 of 397 
KPSC Case No. 99-149 

TC (1st Set) 
Order Dated April 22, 1999 

Item No. 3 



game of Respondent 
KENTUCKY POWER COMPANY 

NOTES TO FINANCIAL STATEMENTS (Continued) 

~~ 

This Report Is: Date of Report Year of Report 
(1 1 [XI An Original 
(2) [ ]A Resubmission 12/31/97 Dec. 31, 1997 

(Mo,Da,Yr) 

nillion in 1996. The funding policy for AEP's OPEB plan is to make 
zontributions to an external Voluntary Employees Beneficiary 
kssociation trust fund equal to the incremental OPEB costs (i.e., 
the amount that the total postretirement benefits cost under SFAS 
No. 106, "Employers' Accounting for Postretirement Benefits Other 
rhan Pensions," exceeds the pay-as-you-go amount). Contributions 
#ere $1.1 million in 1997 and $1.3 million in 1996. 

An employee savings plan is offered which allows participants 
to contribute up to 17% of their salaries into various investment 
3lternatives, including AEP Co., Inc. common stock. An employer 
natching contribution, equaling one-half of the employees' 
zontribution to the plan up to a maximum of 3% of the employees' 
base salary, is invested in AEP Co., Inc. common stock. The 
Zompany's annual contributions totaled $714,000 in 1997 and 
$687,000 in 1996. 

6. COMMON SHAREHOLDER'S EQUITY: 

The Company received from AEP Co. , Inc. cash capital 
contributions of $20 million in 1997 and $30 million in 1996 which 
were credited to paid-in capital. There were no other transactions 
affecting common stock and paid-in capital accounts in 1997 and 
1996. 

7 .  FEDERAL INCOME TAXES: 

The details of federal income taxes as reported are as 
follows : 

Year Ended December 31, 
1997 1996 

( in thousands 1 
Charged (Credited) to Operating 
Expenses (net) : 
Current 
Deferred 
Deferred Investment Tax Credits 
Total 

Income (net) : 
Current 
Deferred 
Deferred Investment Tax Credits 
Total 

Total Federal Income Taxes as Reported 

Charged (Credited) to Nonoperating 

$10 , 425 $ 5,118 

9,866 5 , 743 

660 1,857 
(1,219) (1,232) 

(359) (473) 
81 7 

(173) (158) 
(451) (624) 

$ 9,415 $ 5,119 
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The following is a reconciliation of the difference between the 
nmount of federal income taxes computed by multiplying book income 
3efore federal income taxes by the statutory tax rate, and the 
amount of federal income taxes reported. 

Year of Report 

Dec. 31, 1997 

Year Ended December 31, 
1997 1996 

(in thousands 1 

Vet Income 
?ederal Income Taxes 
?re-tax Book Income 

$20 , 746 $16 , 973 
9,415 5 , 119 

$30 , 161 $22,092 

?ederal Income Taxes on Pre-tax Book 
Income at Statutory Rate (35%) $10 , 556 

Cncrease (Decrease) in Federal Income 
Taxes Resulting From the Following Items: 
Depreciation 1,850 
Removal Costs ( 8 4 0 )  
Amortization of Deferred Federal Income 
Tax in Excess of the Statutory Tax Rate 

Allowance For Funds Used During 
Construction (364) 

Percentage Repair Allowance (456) 
Corporate Owned Life Insurance (328) 
Investment Tax Credits (net) (1,392) 
Other 389 

rota1 Federal Income Taxes as Reported $ 9,415 

- 

$ 7,732 

1,694 
(979) 

(339) 

Zffective Federal Income Tax Rate 31.2% 23.2% 

The following tables show the elements of the net deferred tax 
liability and the significant temporary differences giving rise to 
it: 
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Year of Report 

Dec. 31, 1997 

leferred Tax Assets $ 34,276 
leferred Tax Liabilities (188,221 
Net Deferred Tax Liabilities $ (153,945 

Property Related Temporary 

hounts Due From Customers For 
Differences $ (108,850 

$ 30,919 
(184,457 

$ (153,538 

Future Federal Income Taxes (18,320) (18,734) 
Deferred State Income Taxes (31,561) (30,711) 
Dther (net) 4,786 4,183 

Total Net Deferred 
Tax Liabilities $ (153,945) $ (153,538) 

$ (108,276 

KPCo joins in the filing of a consolidated federal income tax 
return with its affiliates in the AEP System. The allocation of 
the AEP System's current consolidated federal income tax to the 
System companies is in accordance with SEC rules under the 1935 
Act. 
tax losses to the System companies giving rise to them in determin- 
ing their current tax expense. 
company, AEP Co., Inc. is allocated to its subsidiaries with 
taxable income. 
company, the method of allocation approximates a separate return 
result for each company in the consolidated group. 

(IRS) all issues from the audits of the consolidated federal income 
tax returns f'or the years prior to 1991. 
1991 through 1996 are presently open and under audit by the IRS. 
During the audit the IRS agents requested a ruling from their 
National Office that certain interest deductions relating to 
corporate owned life insurance (COLI) claimed by the Company should 
not be allowed. 
of the Company's strategy to fund and reduce the cost of medical 
benefits for retired employees. 
National Office refuting the agents' position. Although no 
adjustments have been proposed, a disallowance of the COLI interest 
deductions through December 31, 1997 would reduce earnings by 
approximately $6 million (including interest). Management 
believes it has meritorious defenses and will vigorously contest 
any proposed adjustments. 
recorded. 
a material adverse impact on results of operations. 

These rules permit the allocation of the benefit of current 

The tax loss of the System parent 

With the exception of the loss of the parent 

The AEP System has settled with the Internal Revenue Service 

Returns for the years 

The COLI program was established in 1992 as part 

AEP filed a brief with the IRS 

No provisions for this amount have been 
In the event the Company is unsuccessful it could have 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

3 .  LEASES: 

Leases of property, plant and equipment are for periods up to 
30 years and require payments of related property taxes, 
naintenance and operating costs. The majority of the leases have 
?urchase or renewal options and will be renewed or replaced by 
>ther leases. 

Lease rentals fo r  both operating and capital leases are 
generally charged to operating expenses in accordance with rate-making 
treatment. The components of rental costs are as follows: 

December 31, 
1997 1996 

( in thousands 1 

3perating Leases 
Amortization of Capital Leases 
Interest on Capital Leases 
Total Rental Costs 

$ 369 $ 402 
3 , 541 2,652 
1,548 707 

$5,458 $3 , 761 

Properties under capital leases and related obligations 
recorded on the Balance Sheets are as follows: 

December 31, 
1997 1996 
(in thousands) 

Electric Utility Plant: 
Production $ 2,000 $ 1,586 
General 24 , 814 18 , 475 
Total Electric Utility Plant 26 , 814 20 , 061 

Accumulated Amortization 8,089 7,211 
Net Properties under Capital Lease $18,725 $12 , 850 

Capital Lease Obligations: 
Noncurrent Liability $15 , 006 $ 9,833 
Liability Due Within One Year 3,719 3 , 017 
Total Capital Lease Obligations $18 , 725 $12 , 850 

Capital lease obligations are included in other noncurrent and 
other current liabilities on the Balance Sheets. Properties under 
operating leases and related obligations are not included in the 
Balance Sheets. 

Future minimum lease payments consisted of the following at 
December 31, 1997: 
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Year of Report 

Dec. 31, 1997 

Non - 
cancelable 

Capi t a1 Operating 
Leases Leases 

( in thousands 1 

.998 

.999 
!OOO 
!001 
!002 
ater Years 
Yotal Future Minimum Lease Payments 
ASS Estimated Interest Element 
5stimated Present Value of 

Future Minimum Lease Payments 

$ 4,859 
4,448 
3 , 653 
2,932 
2 , 449 
4,377 
22 , 718 
3,993 

$18 , 725 

3 .  LONG-TERM DEBT AND LINES OF CREDIT: 

$268 
196 
134 
66 - 
- 

$664 
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Long-term debt by major category was outstanding as follows: 

December 31, 
1997 1996 
(in thousands) 

?irst Mortgage Bonds 
Senior Unsecured Notes 
gotes Payable 
Junior Debentures 

$179 ,.410 $179 , 305 
47,708 - 
75 , 000 75 , 000 
38,933 38,893 

Total $341 , 051 $293 , 198 

First Mortgage Bonds: 
% Rate Due 
7.20 1999 - December 1 
8.95 2001 - May 10 
8.90 2001 - May 21 
6.65 2003 - May 1 
6.70 2003 - June 1 
6.70 2003 - June 1 
7.90 2023 - June 1 
7.90 2023 - June 1 
Unamortized Discount (net) 

Total 

December 31, 
1997 1996 

( in thousands) 

$ 35,000 $ 35,000 
20 , 000 20 , 000 
40 , 000 40 , 000 
15 , 000 15 , 000 
15 , 000 15 , 000 
15 , 000 15,000 
15,000 15 , 000 
25 , 000 25 , 000 

$179 , 410 $179,305 
(590) (695) 
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Year of Report 

Dec. 31, 1997 
~~ ~~ 

NOTES TO FINANCIAL STATEMENTS (Continued) 
I I 1 

Certain first mortgage bond indentures contain maintenance and 
replacement provisions requiring the deposit of cash or bonds with 
a trustee or, in lieu thereof, certification of unfunded property 
additions. 

In October 1997 the Company issued $48,000,000 of 6.91% Senior 
Unsecured Notes due October 7, 2007. The unamortized discount at 
December 31, 1997 is $292,000. 

Notes Payable to Banks: 
% Rate Due 
6.42 1999 - April 1 
6.57 2000 - April 1 
7.445 2002 - September 20 
Total 

December 31, 
1997 1996 

( in thousands 1 

$25 , 000 $25,000 
25,000 25 , 000 
25 , 000 25,000 
$75 , 000 $75,000 

I I Junior debentures are composed of the following: 
December 31, 

1997 1996 
(in thousands) 

% Rate Due 
8.72 2025 - June 30 
Unamortized Discount 
Total 

$40,000 $40,000 

$38,933 $38,893 
(1,067) (1,107) 

Interest may be deferred and payment of principal and interest 
on the junior debentures is subordinated and subject in right to 
the prior payment in full of all senior indebtedness of the 
Company. 

At December 31, 1997, annual long-term debt payments are as 
follows: 

Amount 
( in thousands 1 

1998 I 1999 
2000 
2001 
2002 
Later Years 

Unamortized Discount 
Total Principal Amount 

Total 

$ -  
60,000 
25,000 
60,000 
25,000 
173,000 
3 4 3  , 000 

$341,051 
(1,949) 
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NOTES TO FINANCIAL, STATEMENTS (Continued) 
~ 

Short-term debt borrowings are limited by provisions of the 
935 Act to $150 million. Lines of credit are shared with AEP 
lystem companies and at December 31, 1997 and 1996 were available 
n the amounts of $442 million and $409 million, respectively. 
'acility fees of approximately 1/10 of 1% of the short-term lines 
bf credit are required to maintain the lines of credit. 
btstanding short-term debt consisted of: 

)ecember 31, 1997: 
Commercial Paper 

)ecernber 31, 1996: 
Notes Payable 
Commercial Paper 
Total 

Year -end 
Balance Weighted 

in thousands) Interest Rate 
Outstanding Average 

$36,500 6.8% 

$33 , 800 
17 , 875 
$51,675 

6.1% 
6.5% 
6.2% 

- 0 .  FAIR VALUE OF FINANCIAL INSTRUMENTS: 

The carrying amount of cash and cash equivalents, accounts 
receivable, short-term debt and accounts payable approximates fair 
ralue because of the short-term maturities of these instruments. 
it December 31, 1997 and 1996 the fair value of long-term debt was 
j359 million and $304 million, respectively, based on quoted market 
xices for the same or similar issues and the current interest 
rates offered for debt of the same remaining maturities. The 
:arrying amount for long-term debt was $341 million and $293 
nillion at December 31, 1997 and 1996, respectively. 

I 

11. SUPPLEMENTARY INFORMATION: 

Year Ended December 31, 
1997 

(in thousands) 

Cash was paid for: 
Interest (net of capitalized amounts) $24 , 490 
Income Taxes 

8,65 Noncash Acquisitions under Capital Leases 
Altaclimeiit 
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x A n  O r 1  i M 1  y g l d m t  I t 1 A Resdmission I R COWPANY 

SU).W\RY OF UTILITY PLANT AND ACCUMULATED PROVISIONS 

erimental Plant Unclassif ied 
)TAL (Enter Total of l ines 3 thru 7) 
i t o  Others 

FOR DEPRECIATION, AMORTIZATION AND DEPLETION 
I I 

5959,943,906 5959,943,906 

i t  Purchased or  Sold 218,671 
r l e ted  Construction not Classif ied I I 

for Future Use 

s i t i o n  Adjustments 
)TAL U t i l i t y  Plant (Enter t o t a l  of l ines 8 thru 12) 

, a c t i o n  Uork i n  Progress 

’ 
6,862,819 6,862,819 

32,059,799 32,059,799 

$998.066.524 f998.066.524 
. Prov. f o r  Depr., Amrt., L Depl. 
z t  U t i l i t y  Plant (Enter Total o f  l i n e  13 less 14) 
91L OF ACWLATED PROVISIONS FOR DEPRECIATION, AI(0RTIZATION AND DEPLETION 

i 
288,229,s 16 I 288,229,s 16 

t710,637,008 I $710,637,008 

1 -  - 1  1 ~ 

I -vice: _ _ _  
reciat ion 
rt. and Depl.  o f  Producing Natural Gas Land and Land Rights 
-t. of Undergrwnd Storage Land and Land Rights 
T t .  of Other U t i l i t y  Plant 
)TAL In Service (Enter Total o f  l ines 18 th ru  21) 
i t o  Others 
-eci at ion 

288,028,379 288,028,379 

-. 
201,137 201,137 

5288,229,s 16 $200,229,516 

I 
~~ 

- t i za t i on  and Depletion 
)TAL Leased t o  Others (Enter Total of l ines 24 and 25) I I - _  I J 

I 
)TAL Held fo r  Future Use (Enter Total of l ines 28 and 29) 

‘t. of Plant Aquisit ion Adi. 
m n t  of Leases (Natural Gas) 

I 1 - 

. . . .  . . .  . . . . . . .  . . . . .  _. . ... . . . .  - . . . . . . .  . . . . . . . . . . .  . . .  .- . . . .  . . . . . . . .  . . . . .  _. . . .  . . . . . .  . .  . . . . . . . . .  ,.... . . . . . . .  . . . . . . . . . .  
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' ER CWPANY 

ELECTRIC PLANT I N  SERVICE (Accounts 101,102,103,and 106) 
c w t s ,  
entr ies in co lum (c). Also t o  be included i n  c o l m  (c) 

r t  below the or ig ina l  cost o f  e lec t r i c  plant in  serv- on an estimated basis i f  necessary, and include the 
are prescribed accounts. 
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T i s  Report IS- Date of R Year of Report 
& . % U @ : I R ~ p A l l y  I t ! ]  ~R%&%im 1 - Dec. 31, 1997 

ELECTRIC PLANT I N  SERVICE (Accomts 101,102,103,and 106)(Cmtinued) 

101,8Oc 
3,024,975 

0 

-_ 
reversals of  the p r i o r  years t m t a t i v e  account d is t r ibut ions of 
these amounts. Careful observance of the above instruct ions 
and the texts  of Accwnts 101 and 106 w i l l  avoid serious omis- 
sions o f  the reported amOcnt o f  respondent's plant actua l ly  
in service a t  end of year. 

6. Shw i n  c o l u m  <f)  rec lass i f icat ions or  t ranr fers  w i th in  
u t i l i t y  p lant  accounts. Include also in  co lum(f )  the e d i t i o n s  
or reductions o f  primary account c lass i f icat ions ar is ing  from 
d i s t r i b u t i o n  o f  BmOl.lts i n i t i a l l y  recorded in  Account 102. In  
& w i n g  the clearance o f  Account 102, include in  colum (e) 
the m t s  with respect t o  accmulated provision f o r  1 depreciation, acqu is i t ion  adjustments, etc., and shw in  col- 

. .  
29,106 26,682,170 (311) 9 

(398,530) 135,830,877 (312) 10 
0 0 (313) 11 

m ( f )  only the of fset  t o  the debits or  cred i ts  d is t r ibuted i n  
c o l m  ( f )  t o  primary account c lass i f icat ions.  

7. For Account 399,state tho nature and use of plant included 
in th i s  account and i f  substantial in  amount submir a supple- 
mentary statement showing subaccount c lass i f i ca t ion  of such 
plant cmfoming, to  the requirements of  these pages. 

8. For each amKnt conprising the reported balance anc 
changes in Account 102, s ta te the property purchased or sold, 
name of wndor or purchaser, and date of  transaction. ~f pro- 
pored journal entr ies have been f i l e d  wi th  the Cannissior 
as required by the Uniform System of  Accounts, give alcc 
date of such f i l i n g .  

I 0 1  I I 
0 1  44.589 l(302) 1 3 

4 . * , w  99,000 66,427,234 (314) 12 
324,810 222,815 13,447,286 (315) 13 
31.903 47,609 5,720,051 (316) 14 

t8.168.454 0 t247.184.163 15 

I 1 I 

i- 
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W l w  of R e s  This R e p o r t  I t : .  Date of  R Year of  Report 
Dec. 31, 1997 I t j j  t4 pR%&%ion I KENTUCKY PO&%kPANV 

ELECTRIC PLANT I N  SERVICE (AccMnts 101,102,103,and 1 0 6 ) C C o n t i d )  
Line No. A d d i  t i  ons 

L '  . .  

73 (391) O f f i ce  Furniture and Equipnent 892,849 28,000 
74 (392) Transportation Equipnent 251,106 0 
75 (3931 Stores E a u i m n t  159,597 0 

62 (367) Underground Conductors and Devices 3,109,948 339,985 
63 (368) Line Transfomers 68,676,628 4,829.456 
64 (369) Services 17,976,090 2,636,990 
65 (370) Meters 20,699,982 1,105,728 

1,583.946 66 (371) Insta l la t ions on Customer Premises 7.417.328 

68 (373) Street Lighting and Signal Systems 2,265.965 40,819 
69 TOTAL D is t r i bu t i on  Plant (Enter Total of l ines 55 th ru  68) $329,164,236 529,186,923 

m 5. GENERAL PLANT 
71 (389) Land and Land Rights 2,366,374 1 29,455 
72 (390) St rw tu res  and Inurovements 29,802,918 I 804,912 

67 (372) Leased Property on Customer Premises 0 0 

76 
77 

. .  . .  

(394) Tools, Shop and Garage Equipnent 684,005 115,158 
(395) Laboratory Equipnent 414,191 0 

78 
79 
80 
81 
82 
83 
Bc 

- (396) Power Operated Equipnent 0 0 

(398) Miscellaneous Equipnent 219,184 1,166 

(399) Other Tangible Property 0 0 

(397) Cormmication Equipnent 4,478,399 (465.379) 

SUBTOTAL (Enter Total of  l ines 71 th ru  80) 539,268,623 '6513,312 

539,268.623 5513.312 
TOTAL [Accounts 101 and 106) ( l ines 5.15.23.32.41.53.69.83) $876,278,000 582,808.934 

TOTAL General Plant (Enter Total of t ines 81 and 82) 

85 
86 
87 1 (103) Experimental Plant Unclassified I I 
88 I 5876,278,000 I 583,027,605 TOTAL E lec t r i c  Plant i n  Service (Enter Total o f  l ines 84 thru 87) 1 

. . . . . . . . .  
(102) E lec t r i c  Plant Purchased (See Instr .  8 )  1 .  218,671 
(Less) (102) E lec t r i c  Plant Sold (See Instr .  8 )  

3 FERC FORM N0.1 (ED. 12-94) 

'9 
Page 206 
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I I I (103) 1 87 

-- a FERC FORM N O . l  (ED. 12-88) 
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c Page 206 Line 85 column C > 

The South Portsmouth Metering Station located in Greenup 
County, Kentucky, was purchased from the City of Hamilton, 

filed with the Commission on December 12, 1597. 

in November 1997 and constituted the purchase of 
perating unit or system. Proposed journal entries 

Description Additions 

Original Cost of Facilities 232 , 779 

Accumulated Provision for Depreciation (14,108) 

r ” 4  

~ Total Line 85, Column (C) 218 , 671 
. .  . .  . . .  . . .  . . . . . . . . . .  

~. ..... . . . . . . . . . . .  . . . . .  ...... .:. .. _ .  . . . . . . . . . . . .  . . . . . .  c. . . . . . . . . .  .~ . . . . . . .  1. . . . . . . . . .  . . . . .  
. . . . . . . . . . . . . .  .................... . . . . . . . . . . .  . . . . . .  : . .  . 
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This Report 1s:. Date of Re Year of Report 
Dec. 31, 1997 x An  O r 1  ina l  1 tj] f A Res&issim 1 

ELECTRIC PLANT HELD FOR FUTURE USE (Account 105) 

1. Report separately each property held for  future use a t  future use, give i n  calm (a), in addit ion t o  other required 

2. For property having en or ig ina l  cost c f  S 250,00@ or  t o  k c a n t  105. 1 
- 
ne 
IO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
2! 
24 
2! 
2( 
2; 
21 
r 
31 
3 
3 
3 
3 
3 
3 
3 
1 

- 

1 

I 

.and and Rights: 
I ITEMS OF PROPERTY HELD FOR FUTURE USE (EACH ITEM 
I I T H  AN ORIGINAL COST LESS THAN f150,Ow). 

EARRS PLANT SITE 

'NOTE (COLUMN C, LINE 6 )  
NOT UNTIL 2000 

Other Property: 

08/17/82 

84,464 

6,778.355 
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(I 

0 

of projects in process of ca\rtructim (107). Uniform ,System of AccWts). 
2. bhar it- relating t o  "resemreh, developD?llt, nd 3. minor projects (5% of the Balance End of the Year for 

- 
in 

1 
2 
3 
4 
I 
6 
7 
8 
9 

IO 
I1 
I2 
13 
IC 
IS 
16 
17 
18 
19 
20 
21 
22 
25 
24 
25 
26 
27 
28 
29 
30 
31 
32 
n 
34 
35 
3t 
37 
x 
35 
Ct 
41 
Ci 
4: 

z. - 

- 
- 

Description of Project 

TOTAL 

I r c :  > FERC FORM NO.l (ED. 12-87) 
-4 - 

Page 216 

'"2 

. .  

U , W , 4 1 7  
334,163 

1.016.572 
1,040,441 
161,561 
114,- 
328,402 
950,289 
=,m 
m,= 

1,194,749 
13,489,795 

393,112 
1,021,263 
4s6,SZO 
284,947 

1,608,568 
1,917,658 
1 .~59.277 
1,251,056 
1,104,589 

131,823 
161,140 
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2. &I paw 218 furnish Infomation cmcernirrp catstnetton 

3. A mpadart should not report 4rmc. to thc pgc If  no 

4. E n t e r  m this p9c a g i m r i n g ,  . r q m t * t o n ,  &inis- 
Qy.cht.dL. t r a t i n ,  rd 011acr# for furdr used during construction, 

etc.. *I& are f i r s t  arIgnsd t o  a blnlrct work ordcr nd 
01 - 
tn no, 

1 
2 
3 
4 
5 
4 
7 
6 
9 
10 
11 
12 
13 
14 
1s 
16 
I? 
18 
19 
to 
21 
22 

21 
2s 
26 
27 
28 
29 
3a 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
4 
45 
46 

iRC 

- 

123 

- 
- TOTAL 

RM NO. l  (ED. 12-89) Page 217 

~~ 

2.a.699 

6,851,287 

(i,3m,w6 

237,189 

f16.265.24' 
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~ 

GENERAL DEStlLIPTIQ( of QyslRucTlal (MILnl3D PlCOCaKRf 
1. F o r  each constmation onrhed axplain: (a) the nature 2. Ehow below the caapr ta t im of aLLowarc f o r  fmck 

rd extent o f  work, etc. theonrheadcharges are fntaded uredbrim cmstmat lon  nts, i n a e c o r d r r e  ulth the ;-- 

t o  coycr, (b) the general pr& fo r  dcterr lnlng the prwirfan o f  E l c t r f c  PLmt Instructforts S<l?) of  the 
-t capital ized, (c) the method of dittributla, t o  construe- U.S. of A. 
tlm Jobs, (d) *ether d i f fe ren t  rates are .pplied t o  different 3. (Ihm a n e t - o f - t u  ra te  for borrowed fudr it &, 
typa of cawtruct lm,(e)  bit o f  d i f f e n n t i a t l m  In rates fo r  8ha1 the qprapr ia te  tu e f fec t  dlmtmnt t o  tha coaputa- 

dif fmnt types o f  c o r a t n r t i m ,  rd (1) )ihcther the onrhed t i o m  belw in a pmw tha t  c l u r l y  indicates tho m t  

i s  dlrectly or i nd i rec t l y  nrigned. of  M i m  In the or011 r a t e  for tax effects. 

Sea P.gc 218 Footnote.1 

QI(#ITATIOU OF A L L W C E  FOR FulDS USED DlRlffi QySTRUCTlal RATES 
For lin 1(5), c o l m  (d) belw, enter the rate granted in  the last  ra te  ppccsdlrp. I f  such it not mmiloble, me the avcrrgc 

rate e8md &ring the preceding three years. 

I 

S 
U 

)(I - -1 6.18% s(-) + d( -- 2. Cross Rate fo r  Borrowed F v d r  S 0 

3. Rate fo r  Other F v d s  

U D+P+C 
- .K  

O.SS% 
S P C 
U D+P+C D+P+C c 1 - - I C  p<-----) + e(-) I 

4. Ucighted Average Rate Actual ly Used fo r  the Year: 
a. Rate fo r  Borrowed F v d s  - 5.81% 
b. Rate fo r  Other F d s  - 0.19% I 

A.ttachmen1 1 
Page 254 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

4 FERC FORM NO.l (ED. 12-88) 
' .g 
1. 

Page 210 

.. 



e Page 218 Line 1 Column a > 

GENERAL DESCRIPTION OF CONSTRUCTION OVE- PROCEDURE 

A. 

B. 

Fossil/Hydro Generation Construction Overheads applicable 
to steam plant construction. 

(C 

(d) 

(e) 

(f) 

Charges represent salaries and expenses of the Company's 
engineering and supervision applicable to steam plant 
construction. Also included are engineering services 
performed by the Engineering Department of American 
Electric Power Service Corporation (AEPSC) applicable 
to steam plant construction. 

Company charges are capitalized based on work studies 
and daily time records. In accordance with provisions 
of a service agreement between AEPSC and the respondent, 
approved by the Securities & Exchange Commission 
February 19, 1981, salaries, expenses and overheads of 
AEPSC personnel directly relating to construction 
activities are collected by means of a work order system 
and billed to the respondent as: 

(1) Identifiable costs, generally relating to major 
construction projects, for which time keeping and 
other specific cost identification are economically 
feasible , and 

numerous small construction projects, for which 
time keeping and other specific cost identification 
are not economically feasible. 

(2) Non-identifiable costs, generally relating to 

Company charges are spread to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. Charges billed by AEPSC as (b) (1) above 
are charged direct by respondent to the applicable 
specific construction projects. Charges billed by AEPSC 
as (b) (2) above are allocated to all applicable con- 
struction projects in proportion to the direct costs 
charged to such projects. 

A uniform rate is applied to all subject construction 
expenditures. 

Not Applicable. See (d) above. 

See (c) above. 

Transmission and Station Construction Overheads applicable 
to all transmission plant and to distribution station 
construction. 

(a) Charges represent salaries and expenses of the Company's 
administrative and general, engineering, supervision and 
related drafting and technical work applicable to all 
transmission plant and to distribution station construc- 

Page 218 Footnote.1 Attacliiiient 1 
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(d) 

(e) 

(f) 

tion. Also included are engineering services performed 
by the Engineering Department of American Electric Power 
Servfce Corporation (AEPSC) applicable to all trans- 
mission plant and to distribution station construction. 

Company charges are capitalized based on work studies 
and daily time records. In accordance with provisions 
of a service agreement between MPSC and the respondent, 
approved by the Securities & Exchange Commission 
February 19, 1981, salaries, expenses and overheads of 
AEPSC personnel directly relating to construction 
activities are collected by means of a work order 
system and billed to the respondent as: 

(1) Identifiable costs, generally relating to major 
construction projects, for which time keeping and 
other specific cost identification are economically 
feasible, and 

numerous small construction projects, for which 
time keeping and other specific cost identification 
are not economically feasible. 

(2)  Non-identifiable costs, generally relating to 

Company charges are spread to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. Charges billed by AEPSC as (bl (1) above 
are charged direct by respondent to the applicable 
specific construction projects. Charges billed by AEPSC 
as (b) (2) above are allocated to all applicable con- 
struction projects in proportion to the direct costs 
charged to such projects. 

A uniform rate is applied to all subject construction 
expenditures. 

Not Applicable. See (d) above. 

See (c) above. 

Energy Distribution Construction Overheads applicable to all 
distribution plant construction except for distribution 
station construction. 

(a) Charges represent salaries and expenses of the Company's 
administrative and general, engineering, supervision and 
related drafting and technical work applicable to all 
distribution plant construction except for distribution 
station construction. Also included are engineering 
services performed by the Engineering Department of 
American Electric Power Service Corporation (AEPSC) 
applicable to all distribution plant construction 
except for distribution station construction. 

Company charges are capitalized based on work studies 
and daily time records. 
of a service agreement between AEPSC and the respon- 

(b) 
In accordance with provisions 
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dent, approved by the Securities & Exchange Commission 
February 19, 1981, salaries, expenses and overheads of 
AEPSC personnel directly relating to construction 
activities are collected by means of a work order 

(1) Identifiable costs, generally relating to major 

,system and billed to the respondent as: 

construction projects, for which time keeping and 
other specific cost identification are economically 
feasible , and 

(2 )  Non-identifiable C06tSr generally relating to 
numerous small construction projects, for which 
time keeping and other specific cost identification 
are not economically feasible. 

Company charges are spread to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. Charges billed by AEPSC as (b) (1) above 
are charged direct by respondent to the applicable 
specific construction projects. Charges billed by AEPSC 
as (b) (21 above are allocated to all applicable con- 
struction projects in proportion to the direct costs 
charged to such projects. 

A uniform rate is applied to all subject construction 
expenditures. 

Not Applicable. See ( d )  above. 

(f) See (c) above. 

construction. 
D. Plant Capital Overheads applicable to steam plant 

Charges representing AEPSC Regional Service Organization 
salaries and expenses applicable to steam plant 
construction. 

AEPSC Regional Service Organization charges a gener- 
ating station specific plant capital overhead work 
order for minor capital projects. 

Costs are spread to all applicable construction 
projects in proportion to the direct costs charged 
to such projects. 

A uniform rate is applied to all subject construction 
pro j ec t s . 
Not Applicable. See 

See note (c) above. 

Page 2 

(d) above. 

Footnote.3 
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&rim year. 
2. E lp la in  i n  8 footnote my d i f f e m c  ktm the 

I M ~  fo r  book cost of plant ret i red,  line 11, colum 
(e), m d  tlut reprtad f o r  e lec t r i c  plmt in service, 
p10er 204-207, calm (d), excldm r e t i n r n t s  of mn- 
dcprrcIable property. 

3. The p rov ls imc of hccoutt 108 in the Unffom Syr- 

tam of k C M t s  w i r e  tho t  retirements of depreciable 

a t  year ad rhich has mt been recorded a d  / or c lassi f ied ,-T 

t o  the various r e s e w  f v r t lau l  classl f lcat ionr,  make 
preliminnry closing entr ies t o  ten ta t i ve ly  f u r t i a u l i z e  
the book cost o f  the plant ret i red.  In  addition, fncludc a l l  
costs included in r e t i r a n t  work in progress a t  year end In 
the m i a t e  furtiaul c l a s s i f l a t i a m .  

4. Show seplr8tcly interest  c red i ts  udcr a oinking fud 
or similar method of  d c p w i a t l a ,  .ccanting. 
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- 7  

@ t i c  service and give date o f  transfer t o  Account 121, 
Y o n u t i l i t y  Property. 

5. ninor ltcrs ( 5% of the Ea1-e a t  the End of the 

~ ' 

u t i l i ty  pqwrty included in k c a n t  121. 
2. Designate with a QIlble asterisk any property c h i d  4s 

leased t o  mother  c a p n y .  State nrr of  lessee ad *ether 
lauaC 11 YI aSEOCiatcd C a 9 n y .  year), for m t  121 or S100,O. chichevar i s  less) 

ry ba groqed by (1) prevlourly devoted t o  p b l l c  ser- 3. Furnish p r t i w l a m  ( deta i l s  ) concerning ulu, pur- 
ch-. or transfers of Y o m t i l i t y  Praoerw during the rn - 

nl 
0. - 
1 
2 
3 
4 
5 
6 
7 
6 
9 
0 
1 
I2 
13 
I4 
IS 
16 
I7 
I8 
19 
9 
!1 
2 
cs 
E4 
cs 
26 
27 
28 
B 
50 
31 
32 
5: 
3 
35 
u 
3i 
u 
3! 
41 
4' 
4; 
4: 
4. 
41 
4 

iR  

- 
- 

Descript m md L o u t l o n  I., 
'roprty pceviarcty dcvotld t o  publ ic service: 
lld Betsy L n c  S t a t i m  Site, Including Iqrovantr 
Floyd Canty, .Kentucky, Trmsfermd 1941 

l ld Pikev i l l a  Service Building, Pike Comty 
l rmsfer red  1982 

M O l d  P i kev i l l e  Service Building, Pike CMy 
r r r r f e t d  1982 

M O l d  Ashland Service Buildlng 
lrrrferred 1990-Portion told 1994 

Dther Yon-Uti t i  t y  Property: 
Mud Creek M k r w c m  Site, Flw Canty, Kentuc..] 
Transferred 1975 

ryU fo r  Swage Bruwh-South Neal 1u)kV Line, 
Boyd C a n t y ,  Kentucky, T r m f e r r e d  1971 

W fo r  345HI Corridor in  Trinble Canty, 
Kentucky, Transferred 1983 

L u d  Purchased fo r  R N  fo r  US kV Corridor in  
Trinble Canty, Kentucky, T r w f e r r e d  1982 

Ashland Service Center Land - Leased t o  
Pikeville Constructiar - Non Assoc. 

Minor Item 
M i n o r  Items-Other Nonut i l i ty  Property 

Previously Devoted t o  Public Service 

TOTAL 

ORM N0.1 (ED. 12-95) 

109,391 

2,051 

2,225 

330,7B2 

416,807 

31,lE 

s973.66 
ge 221 

2) other mnutilih oprty ( l i ne  45). 71 
I 12,616 

109,391 

=,m 

4,820 

2,051 

2.2; 

330,78; 

416,0U 

31,17 

A' s973 ,66L 
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.- _. ..-, . .,,= ...-..LS. xrmnsacritxls oy m e  period they are 
f i rs t  et i@le for use: the Current year's a t t w a w a  in  coluap 
(b)-(c), altouances for the three succeeding years i n  col- 
(d)-(i), starting uith the following year, and a t t a r a u a  for 
the reuminiw w a e e d i w  yearn in coluap (j)-(k). 

5. Repor t  on Line 4 the E m i r a r m t a t  Protection Agw (EPA) 

-miw rllarwwcr. 
2.  ucpwt a l l  .cgrisit ionr of altacnca at  cost. 
3. Report  at lwmces in ucorbnce uith a uei*ted average 

SO.t a l l o u t i o n  r t h o d  nd other .ctMtiw as prescribed by 
m t  Imtruct ion No. 21 In the Unifom System of Accornts. 

-1 FERC FORM NO. (ED. 12-95) 
. i 

Page 220 
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Y u r  o f  R e p o r t  
DCC. 31, 1W7 I %Kw 1 s R e p o r t  ~n ori'i(pI I $ -  Lk%ilf!LR-uY 1 ill M A Re&tSSion 

Allaranccc (Aceants 158.1 and 158.21 ( C a r t i d )  

0 0 19 
0 0 2 0  

0 0 671 .00 63,197 
0 0 913.00 85,989 23 

0 0 24 
0 025 

,. .ar- 

0 

0 
0 

0 0 0 0 0 0 o m  

0 1,291.00 193,650 9,266.00 1 ,130, 1w 14,753.W 1,615,387 Q 
0 0 0 663.00 3 3 2 0 0  

0 0 10 

I 01 42,385 

01 0 

0 0 361.00 0 17,014.00 0 17,375.00 
0 0 0 0 1,4co.00 0 1,6co.00 0 
0 0 0 0 0 0 0 

0 0 
0 0 45,281 0 45,281 44 
0 0 45,281 0 45.281 45 

0 0 0 0 46 

34 
35 

0 3 6  
37 

0 3 8  

I I I I I J 

- 
0 
0 

Page 229 

I I I I 
0 0 0 362.00 0 362.00 0 39 
0 361.00 0 18,092.00 0 18,453.00 0 40 

41 
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~ 

Page 229 Line 1 Column H > 

Represents the Year 2 0 0 0 .  

Page 228-229 Footnote.1 
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OTHER REGULATORY ASSETS ( A c c M t  182.3) 

mming other regulatory assets chid, are created 182.3 or -ts less than $50,000, ch icheer  i s  1-s) w be 
1. Report below the p r t i c u l a m  (detai ls)  u l l t d  fo r  3. Minor it- ( 5% of  the Balance a t  E d  o f  Year f o r  A c c m t  

ne 
D. 

1 
2 
J 
4 
5 
6 
7 
8 
9 

: h M  the ratenuking octions o f  regu la toy  agencies by classes. 

D % K F & u W o m t : f  
<a) 

SFAS 109 Deferred Federal lncae T u  
D g n c i a t i o n  Expenses - Hanging Roclc/Jefferun 

765 W Line 
Poet In-Servlce A M C -  Hanging RocVJef ferwn 

765 w L i f e  
DefrredDg(Expense 
Post E.ploymt Benefi ts 
SPAS 109 Deferred State Incocc T u  
Curyirp C h a m  - PurchoMd All=- 

IO 
I1 
I2 
13 
I4 
I S  
I6 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
UI 
39 
40 
41 
42 
43 
44 
c 

d 

lOTAL 

Debits 
(b) 

a 

514,049.5 

Page 232 

=.a 
11,W,137 

0 

“I 

181,849 

1,166,760 
(86,757) 

3,641,810 
31,561,000 

280,149 

$1 06,892,’ 
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llot water T h  

1 Lowrwcr 

d P r a c u r r a t c a r d  
uctiom 

:cIc 

rk i n  Progress 

(ED. 12-94) 

Debits 

( C )  

5,120,001 

4 

a*= 

514 

100,69! 

970,821 

C 

11.m 

Page 233 

Less than $50,000, dichever i s  less) 
Sr. 

4 , 9 2 0 m  

12,013 

473 

105 

a 

912,364 

s34 

17,W 

Balance at  
End of Year 

(fl 

5,120,00( 
t 

t 

4a 

loo,& 

19,uI( 

c 

(2,192) 

311.611 

f5,5?3,32( 
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Date of R Year of Report 
M R m m  (%!%7Wt I Dec. 31, 1997 

A c a w M T o D  DEFERRED I Y W M  T M S  (Accant 190) 
1. Report the inforrtlm called for belar concerning the 2. At Other (Specify), include deferrals relating to 

I .-. 
1 Electric 
2 Interest Expense Capitalized SI ,333.m S2,287,910 
5 ~trfbutim-In-Aid-of-Cmrtruction 1,480,649 1,676,803 

5 OefwmdFual 40,361 1,267,1153 

t o ther  e 3.661.592 4,302,769 

4 C u r t a r r A d n m r  7,565 (6,928) 

6 IIUlmurmceColt m,= 968,252 
. -  

8 TOTAL Electric (Enter Total of liner 2 thru 7)  s7,759,609) tlO,C98,659 
9 f . r  
10 I 

.- I I 
15 laehar I I I __ - _. -. 
l6 TOTAL bu (Enter Total of lina 10 thru 15) 
l? bmar e n,lS9,579 23 .m.571 
18 TOTAL (Acct 190)(Total of Lines 8,16 ad 17) S30,918,588 $34,276, ZM 

NOTES 
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< Page 234 Line 7 Column B > 

.- OTHER - LINE 17 KENTUCKY POWER COMPANY 

# 

a 

BEGINNING 
OF YEAR 

END OF 
YEAR 

Provision for Uncollectible Accounts 
Tax on Accrued Payroll 
Advance Rental Income 
IRS Audit Settlements 
Provision for Workers' Comp Costs 
Accrued Book Pension Expense 
Deferred Compensation 
Accrued Vacation Pay 
Management Incentive Bonus 
Accrued Asbestos Lawsuit 
Accrued Book Sup. Savings Plan Exp. 
SFAS 106 Post Retirement Benefit 
Cap. Carrying Chg-Def Book Gain-EMA 
Accrued PSI P l a n  Expense 

Tax > Book Basis - EMA 
Deferred Bolivia Project Cost-Tax 
Bk Amort Dumont Test Ctr - Norm 
Accrued Companywide Incentive Plan 
Bk art-Demand Side Management 

Book LOSS Prov-Plant M & S  

95,214 
12,712 

760 
575 , 122 
(2,303) 

1,323,456 
45,379 
833,654 
109,756 
30,654 

442 
418,439 

3 
29,750 
128,348 
25,383 
31,238 
3,385 

0 
0 

184,389 
0 

6,577 
410,633 
246,277 

1,414,239 
41,564 
913,933 
18,899 
30,654 

442 
487,010 

0 
64,050 
128,348 
35,111 

0 
3,276 

287,003 
30,364 

TOTAL - LINE 7 

c Page 234 Line 17 Column B > 

OTHER - LINE 17 
Provision fo r  Uncollectible Accounts - Account 190.2 70 , 176 88,604 

80,604 ' SUBTOTAL 70 , 176 

SFAS 109 Regulatory Asset - 
Account 190.3 & 190.4 

TOTAL 

23,089,403 23,680,967 

Page 234 Footnote.1 
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-! 

CAPITAL STOCL: (AccMts  201 rd 204) 

1. R L p o r t  klar the par t icutam ( deta i ls  ca l led fw con- a specific reference t o  report form(i.e. year d cocapsny t i t l e )  

24 
2s 
26 
27 
20 
29 
30 
31 
32 
33 
34 
15 
;6 
7 

8 
7 
> 

- 

,-,, 

(a1 
1 aX=lnstock 
2 
3 
6 
5 
6 
7 
8 
9 

10 
11 
12 
13 
I C  
15 
16 
17 
18 
19 
20 

TOTAl-CtM 

d@d BY r t e r  

2,000,000 

Page 250 

, 

(C) 

L50.00 

I 



1 

=.-*.- a 

- 

- k % & R w m  b e .  31, 1997 

U P l T A L  STOO: (Accornt 201 rd 204 )(cmtinrd) 

I 

)(Em BY REsPamEwT 

As !f22%'413;" "0f~'W 
I I 

mt (1) Slr" w "htr %F %Y 

Page 251 

Line 
no. 

1 
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Date f R Year of  R e p o r t  I ~i'~R&&i\im I I Dec. 51, 1997 

w i t a t  Ch- uhich gave r i s e  t o  .DDv)ts rqmr ted  uxkr 
OTHER PAID- IN CAPITAL (Accounts 208-211. f K . 1  

Report k l w  the balance a t  the ad of the mr ad the 
inf&tim specif ied k l o u  for the respective other wid-in 
c.pit.1 K c a n t s .  Provide a & h a d i n g  fo r  each acccmt ud 

th' is caption i m t d i n g  i d e n t i f i u t l o n  with the class 4 rerierl- 
of stock t o  chi& related. 

.hcl a to ta l  f o r  the occamt, m s  ell as t o t a l  of a l l  acccmts 
fo r  m a w i l i a t i o n  ufth & I K ~  deet, p.0~ 112. Add more 
coluns for my Kcant i f  deemd necessary. Explain 
chrpa .dc in my umt &ring the ywr md give the 
ucouttim entries e f fec t ing  such chagc. 

2 0 8 M t a t e  m o m t  ud give b r i e f  u p t u n t i o n  of the o r ig in  
(a) Daut ions  Received f r a  Stockholders ( A c c o m t  

md plrporc o f  a& donation. 
(b) R c b c t i m  in Par or Stated Value o f  C.p i ta l  Stock (Ac- 

(c) o i n  on Resale or C n c c l l a t i m  o f  fieacquired Capital 
Stock ( W t  210)-Ueport blure a t  begiming of war, 
credits, debits, md h l a e  a t  ard o f  m r  with designa- 
tion o f  the tuture of euh credit md debt ident i f ied by the 

,class ud series of  stock to  bhkh related. 
(d) H ~ B C ~ ~ W V M U S  Paid-In Capital CAccant Zl l ) - -Cl .csi fy 

I D u ) t s  included in t h i s  .ccMt d i m  t o  captions 
rhich, t e t h e r  uith b r i e f  u r p l r u t i W m ,  diulora the general 
nature of the t r n u c t i o n s  chich ewe rise t o  the rqmrted 

C - 
In 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
1s 
16 
17 
18 
19 
to 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

35 
M 
37 
38 
39 
40 

ERC 

- 

- 
- 

C a r t r i b t i o m  by Parent taqmy 

Pr io r  t o  1997 
Cash C a n t r i b t i o m  in  1997: 
Cash C a r t r i b t i o n  i n  1997 

&ah C m t r i b t h  in 1997 

SSTOTAL 

Accornt 209 - Reduction i n  Per or Stated Value of Capital Stock 

kcant 210 - Cain on Resale or Carcel lat ion of Re.cquired Capital Stock 

AccQnt  211 - Hiseellanaws Paid- ln C.pit.1 

rOTAL 
XM NO.l (ED. 12-87) Page 253 

188,150,OOO 

lO,OOO,(Wo 

1o,o0o,ooo 

128,150,00(1 

0 

0 

0 

5128,750,000 .I- 
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~~ 

1- Report by balance sheet ucoult the port iar lars (detai ls)  6. In colurr(b) shar the pr incipel  momt of bonds or other 

25,000,000 

15,000,000 

40,OO0,000 

220,000,000 

25,000,000 
25,000,000 
25,000,000 
48,000,000 

m e c n i n g  L o n g - t m  debt included in A c c ~ t s  221,Badr, 222. 
(Lourwired Badr, 223, A&VNWXS from Associated Cqmnia. ud 
a, Other L a p - T m  Debt. 

2. In calm (a), f o r  new issues, give r i c r i m  outhoriu- 
t im rrrbcrr md dates. 

3. For  bordr numd by the mpadcnt, includc in tolrrr(a) 
the nme of the iswirp c0lp.n~ n melt u a bccriptim of 
th. bods. 

4. Fo r  dvames frra Assodated W i a ,  report r a p r a t e l y  
dvrrer on notes ml dnnccr m gar, uuumts. Dai - te  

notes u d. Include in  colrr7[a) lyltl of  associated 
capnia f r a  d ish  - uem rrccid. 

5. For reeeivero' cert i f lates,show in colrar<r) the IPI of  
thecar t  u d d m t e o f  court& udcrd~ ichwchcer t i f i -  

I 

long-term debt o r ig ina l l y  issued. 
7. In  co lmn (c) shw the expense, praiua or discount with 

respect t o  the gOVIt of badr or other long-term debt o r i g i -  

8. For  c o l m  (c) the t o t a l  should be l i s ted  f i r s t  
for euh i s m ,  then the .Dult of preaira ( in parentheses) 
or dircomt. Indicate the praiun or d i s c a n t  with a notation, 
wch as (P) or (D). The expenses, praniun or  d i s c a n t  should 
IPt be netted. 

the trutrnt of  uleaort ized debt experme, praira or d i s c a n t  
associated with issues rcdcaacd &r ing  the year. Also, give in 
a footnote the date o f  the C m i s s i o n g s  o u t h o r i m t i m  o f  
t r e a t a t  othar thm as speci f ied by the Un i fom Eysteu of 

Mtly iCSucd. 

9. Furnish in a footnote part iculars (detai ls)  regarding 

ate8 yare i d .  Accants. - 
tm 

1 
2 
I 
4 
5 
6 
7 
8 
9 

10 
11 
12 
1s 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
zs 
26 
27 
28 
29 
30 
31 
32 
33 

0. - 

- 
- 

F i r s t  Mortgage Bonds 8.90% Series 

First k r t g a g e  Badr 7.20% Series 

First Mortgage Bonds 6.65% Series 

F i r s t  Mortgage Bonds 6.70% Series 

F i r s t  Mortgage Bonds 7.90% Series 

F i r s t  Mortgage Badc 7.90% Series 

F i r s t  Mortgage Bonds 6.70% Series 

Jul ior  Srtrordinated Deferrable Debentures 

Stbtotal  - Accant  221 

Accant 224 
Term Loan lank of MY 6.42% 
Term Loan Bank of NY 6.57% 
Tern Loan Societe t c n r a l e  7.445% 
Medim Term Notes - 6.91% Series 
(PI PSC Order 95-401 dated 8-25-97 and 
Registrat ion Statement No. n3-35767 dated 9-23-97) 

TOTAL 

3 FERC FORM NO.l (ED. 12-96) 
.-3 

Page 256 

925,OOo I 
957,870 
2So,O00 I 
263,125 
710,oOo I 
78,937 
93,750 I 

48,113 
93,750 0 
48,113 

112,500 D 
80,188 

187,500 D 
48,113 
93,750 D 

178,044 

1,175,188 c 

3,322,874 

113,066 
~300,000 I 
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10. Iden t i f y  separate vdisposed m t s  q p l i u b t e  t o  
issues rhich uere r e d n r d  i n  prior years. 

11. Explain any debits and cred i ts  other than m o r t i r a -  
t i o n  debited t o  A c c a n t  428, L u l o r t i m t i m  o f  Debt D iscant  
md Experse, or credi ted t o  AcsMt 629, h o r t l u t i o n  of 
P r a i u  on Debt - Cred1t. 

12. In a footnote, give a x p l u m t q  part iculars 
(detai ls) for k c a n t s  Us ml 224 o f  mt c h m  
&in(( tha p r .  With respect t o  lap-tm dvncec, uhw 
for .Kh coqny: ( a )  p f inc ipo l  dvrud 6 r l w  war, (b) 
interest  dded t o  pr1nclp.l a a m t ,  d (c) princlpl repmid 

Wr. C i v r  Coaiss ion outhoriution nmbers md &tar. 
15. I f  the mpadant has pledged my of i t a  long-tern debt 

&%& 
(e) 

o s / l O / o l  

05Rl/o1 

1m1m 

05/01/03 

06/01/03 

06/01/23 

06/01/23 

07/01/03 

06/30/25 

04/01/w 
04/01/00 
09/20/02 
10/01/07 - 

FERC FORM NO.l (ED. 12-96) 

securit ies givc p r t i w l a r s  (detai ls)  i n  a footnote 
including m of pledgee and papose of the pledge. 
14. I f  the mpondent has my l ow- te rm debt ceunrit ies 

ding a t  and of year, deurik ruch 8ecur i t ies i n  a faotnote. 
15. I f  Interest ucpr\le uu f r a m e d  dwiw the year on 

my a b l i w t i a m  r e t i r e d  oc rucquid before end o f  year, 
i n c l d c  .UEh interest expense in  cot- (i). -lain in a 
footnote my diffmncc behrca the t o t a l  of co lun  (1) d 
the t o ta l  of AaMt UT, Interest on Low-Term Debt  and 
Accant 450, Interest  on Debt t o  Associated C o a p n i e s .  

16. 61- prtiarlrrr (&tai ls)  cawamino ay Lag-term 

h m  bccn m i n 8 l l y  i 8 U d  .nd are rOain8lly M s t M -  

Qbt r n h o t i z d  bf a ragulat#y c a r i s s i m  but not yet  losued. 

05/21/01 

1u01m 

05/01/03 

06/01 /03 

06/01/25 

06/01/23 

07/01 /03 

06/30/25 

10/01/07 

Page 257 

5080001000 

35,000lOOO 

15,000,000 

15,000,000 

15,m,OOo 

258000~000  

15,000,000 

10,000, OM] 

220,000,000 

25,000,000 
25,000,OOO 
25, 000, 000 
48,000,000 

2,520,000 

997,500 

1,005,000 

1,185,OOO 

1,974,996 

1,005,000 

17,525,508 

1,605,000 

1,861,248 
i,6a,soa 

829.20C 

s23.463.45t 

- 
i t l  

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
2t 
ti 
21 
21 
3( 
3' 
3; 
3: 

1. - 

- 
- 
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tu accruds urd rhar caaputation o f  rud, tax ucruals.  in- g r a g  uhers ,  tax a s s i v d  t o  each o r a p  h r ,  .nd 
cludc in the r c c a v i l i o t i o n ,  u f a r  .o practicable, the s m e  basis of a l l ou t i on ,  assigFncnt. o r  Sharing of the 
de ta i l  
year. Wit 'a m a w i l i a t i o n  even there I s  no taxable 3. A u h t i t u t e  p.0~. dnsigncd t o  aeet a par t i cu la r  
1- for the yew. Indicate c lea r l y  the m t w e  o f  e.dl rocon- need of a caprry, be t ~ c d  n lmg u the data i s  
c i l i m  .Ioult. can is ten t  md meets the rrgr i reaents o f  the above 

u fwni8hed on Schedule M-1 of the tu return fo r  the cmcolIdated tax the 9- l a k r s .  

2. I f  th. utillty I s  a d r  of a g r a p  Aid, f f l a  a con- InrtnrrIms. for electronic rcport fnp m e s  conplete 
ud pcovida the u b r t I t u t e  page In the context 

K t m t e .  
1 dated ederrl tax n t u  rcancile ad net incar %ti t u d e  mt iKar as F1.a separate r e m  yccc to  be 

I "("ks"' Particulars (Deta I lS)  
<a) 

roubte I n c a r  not Reoorted on Bookc 

I 

kbctim R e a u & d  on Bookc Mot Daductd for Ret- I I  

1- Rccordsd on Books Not Included In Retun 1- 
I 

I 
Fcdcral TBX Net Incam 0 28,O97,660 

Show Coapltation of Tax: 

- 
:RC FORM NO.1 (ED. 12-96) Page 261 

~~ 

Attachment 1 
Page 279 of 397 

KPSC Case NO. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3 



e Page 261 Line 27 Column A > 

KENTUCKY POWER COMPANY - 
Income for the Year (Page 117) 
Total Federal Income Taxes 
Pre-Tax Book Income 
Incr (Decr) in Taxable Income Resulting From: 

Excess of Tax Over Book Depreciation 
Allowance for Funds Used During Construction 

& Miscellaneous Items Capitalized on the 
Books but Deducted for Tax Purposes 

Removal Cost 
Deferred Fuel 
Charges to Clearing Accounts (Net) 
Reserve for Self Insurance (Net) 
Uncollectible Accounts (Net) 
Deferred Compensation (Net) 
Uncollectible Accounts (Net) - O.I.D. 
Vacation Pay (Net) 
Accrued M g t .  Incentive Bonus 
Accrued Companywide Incentive Plan 
Pension Trust Expense 
Demand Side Management 
Advance Rental (Net 1 
Excess Tax Versus Book Gain 
Emission Allowances (Net) 
Loss on Reacquired Debt (Net) 
Non Deductible Meals, Travel, and Memberships 
Corporate Owned Life Insurance 
Post Retirement Benefits 
Fed Environmental Excise Tax 
mort IRS Settlements 

Federal Tax Net Income - Estimated Current 
Year Taxable Income 

Show Computation of Tax: 
Federal Income Tax on Current Taxable Income 
(Seperate Return Basis) at Statutory 
Rate of 35% 

Adjustment Due to System Consolidation (a) 

Estimated Currently Payable (b) 
Adjustments of Prior Year Accruals (Net) 

20,745,738 
9,414,761 

30,i60,499 

(2,258,374) 

1,329,652 
(2,400,000) 
(1 , 304,170) 

173 , 670 

254,788 
(33 , 877) 
52,601 

641,603 
(196,408) 
019,997 
424,451 
(726 , 033 
16,620 

373,063 
(281,910 
136 , 964 
313,050 

1,075,610 

658 031 

(938,687 

(26,000) 
(169,188) 

28,097,640 

9,834,174 
(76,456 1 

:'"? 

Estimated Current Federal Income Tax Expense 

(a) Represents the allocation of the estimated current year net 
operating tax loss of the American Electric Power Co., Inc. 
in accordance with Rule 45(c) of the Public Utility Holding 
Company Act of 1935. 

-1 (b) The Company joins in the filing of a consolidated Federal 
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income tax return with-its affiliated companies in the AEP 
System. 
consolidated Federal income tax to the System companies is 
in accordance with Securities and Exchange Commission (SEC) 
rules under the Public Utility Holding Company Act of 1935. 
These rules permit the allocation of the benefit of current 
tax losses and investment tax credits utilized to the System 
giving rise to them in determining their current tax 
expense. The tax 1088 of the System parent company, 
American Electric Power Co., Inc. is allocated to its 
subsidiaries with taxable income. With the exception of the 
loss of the parent company, the method of allocation 
approximates a separate return result for each company in 
the consolidated group. 

The allocation of the AEP System's current 

Instruction 2. 

The tax computation above represents an estimate of the Company'r; 
allocated portion of the System consolidated Federal income tax. 
The computation of actual 1997 System Federal income taxes will 
not be available until the consolidated Federal income tax return 
is completed and filed in September, 1998. The actual allocation 
of the System consolidated Federal income tax to the members of 
the consolidated group will not be available until October, 1998. 
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Year of R e p w t  
Dec. 31, 1997 T O r t  I 

M R - A N Y  (v4t38j07y ) 

Date of R 

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR 

tu u c o m t s  ud chov the t o t a l  taxes charged t o  th i s  p . 0 ~  i s  not affected by the inclusion of these taxes. 
5. Include in COLM (d) t u e s  chsrged b r i n g  the year, taxes 

dum t o  operatiom ud other accomts through (a) ~ c r u a l s  
credited t o  taxer a c c N C d , ( b ) m t s  credi ted t o  prwrtions 01 
w i d  taxes ch.rguble t o  airrent p r ,  u d ( c )  taxes paid am 
charged direct t o  operations or accomts other than o c c d  am 

4. l i s t  the mggregate of each kind of tax in such nmrnrr that 

m t i o n s  d other . t t o m t s  durim the year. Do not includc 
d other sales taxes rrhich h m  been charged t o  the 

X O u l t S  t o  ch id  the turd r t e r i a l  nos chargcd. If the utul 
. - t in ted  m t s  of urh taxes are tmy, .hac the 
-8 in a footnote ad desigrPte lhather rtirtd or utral 
M t S  . p r e p i d  tax .tCOUlts. 

2. Includc on t h i s  p.oe, taxes p i d  &rim the mr d durged 
Imt t o  f i n 1  Ktan ts , (no t  charged t o  w i d  or u c d  taxes).the to ta l  tax far each State d u r b d i v i d o n  cnn readi ly be 

10,193,337 

0 
44,163 

0 
2,809,876 

(35.032) 
0 

1,165,OOO 
0 

- 
Ir* 
lo. 

1 
2 
3 
4 
I 
6 
7 
I 
9 

10 
11 
12 
15 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
54 
35 
36 
37 
UJ 
39 
40 
41 

ERC 

- 

- 
- 

Unslploymmt Ins. - 19% 
Uwqloymmt Ira .  - 1997 

I-. Cantrib. Act 19% 
Im. Cantrib. Ac t  - 1997 

Em. Excise T u  19% 
Em. Excise T u  1997 

STATE OF E N N Q n  
Taxes on Incam 
Ci ty  of ((orehead Tax 
PSC hint. R e a .  Asrt. lW7 

Unap. I r a .  - 1996 
Unrp. I-. - 1997 

Intang. Prop. T u  - 1997 

Real L Pers. Prop 1993 
Real 6 Pers. Prop 1WS 
Real L Pers. Prop 1996 
Real (L Pers. Prop 1997 
Real 6 Pers. Prop 1998 

Real 6 Pers. Prop.(FREM)lW 
Real 6 Pers. Prop.(FREM)lW 

STATE OF INDIANA 

Taxes on Income 

STATE OF VEST V I R G I N I A  

Taxes on Incane 

Business Franchise Tax - 1% 
Business Franchise Tax - 1% 
Unenployment Ins. - 1997 

lOTAL 
DRM NO.l (ED. 12-96) 

W E E  AT BEG 

(879,417) 

2,741 

67,Toc 

(478,187: 

1 ,x; 

61,351 

1,301,U 
4,920,OO 

75.001 

1,07 

26 

5 

10,066,203 

0 
44,280 

2,860,416 

(26,oOo) 
0 

2,189,761 
0 

568,302 

0 
23,769 

0 

0 
62,307 
93,300 

0 
5,120,000 

0 
30,000 

0 

0 

(90) 
390 

10,059 

137,307 
1,252,917 
3,760,263 

0 

0 
26,871 

0 

265 

0 

3901 'I 

. . .- 
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covers -re than m e  year, shou the rcquired i n f o r r r t i o n  
cepl r r te ly  fo r  eo& tax yemr,idmtifyinp the year in co lm(a ) .  

6. Enter a l l  d j u s m t s  o f  the accrued a d  w i d  tU( 

mccomts in  c o l ~  ( f )  a d  ucp l r i n  CKk d jus taen t  in r foot- 
note. DesigNte ckbit d ] u r t m t s  by prentheses. 

7. Do not include on t h i s  pgc m r i e s  u i t h  respect t o  de- 
ferred income t u e s  or taxes col lected through payroll dcbc- 
tiam or otherwire pmdirrp trmittrl of udI taxa t o  the 
tmxim ut thor i tv .  

ne 
io. 

1 
2 
J 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

- 

2a 

distr ibr ted.  R e p o r t  in d u n  (i) arty the .aantr chargd t o  
Accants 4U8.1 ad coO.1 pertmininp t o  e l e c t r i c  w r a t i a r r .  

409.1 ptrtmininp t o  other utility dep.rtmmts a d  a r x n t s  
charged t o  A c t a n t s  408.2 wd 409.2. A l a o  rhar in e o l m  (1) 
the tmxes charged t o  u t i l i t y  plmt or other balance sheet 
K t Q n t S .  

9. For any tuc qpoc t id  t o  awe thm one utility depart- 
a t  or ucomt, stmte in r footnote the basis (necessity) of 

R e p o r t  in ~ o l m  (1) thc . I D U l t S  Charged t o  k c a n t s  408.1 ad 

L Page 263 

201,7t 

1 10.05 ,Toml Next Page i S  266 

10,425,wZ 

_ -  

0 
27,641 

304 

(26,OOO) 
0 

.... 'p 
L 

2,274.41 1 
0 

368,302 

~6,129,6401 $201 ; 

0 
22,570 

0 

0 
62,307 

0 
4,920, OOO 

93,300 

0 
0 

t 

I 

I 

301 

Other 
(1) 

.I (359,119) 

0 
16,639 

0 
1,185,460 

0 
0 

(64,650) 
0 
0 

0 
1,199 

0 

0 
0 

93,300 
(4,920,000) 
5,026,709 

0 
30, OOC 

( 

I 

(90 
9 
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c Page 262 L i n e  2 Column L -> 

DETAIL OF PAGE 263, 

L i n e  TOTAL 

2 
5 
8 

14 
19 
24 
26 
27 
30 
38 
39 
40 

(359,119) 
16 , 639 

1,186,460 
(84,650) 
1,199 
93 , 300 

(4,920,000) 
5 , 026,700 

30,000 
(90) 
90 

10 , 059 

KENTUCKY POWER COMPANY 

COLUMN L 

408.2 & EMPLOYMENT PROPERTY 
409.2 TAXES * TAXES * 

(359,119) 
16,639 

1,186,460 

1,199 
93,300 

(4 , 920,000 
5,026,700 

30 , 000 

1,000 , 588 
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(84,650) 

(90) 
90 

10,059 
_ _ _ ~ ~  

(329,119) 1,204,298 200,000 (74 , 591) 

DISTRIBUTION OF 
EMPLOYEMENT TAXES 

DISTRIBUTION OF 
PROPERTY TAXES 

ACCOUNT AMOUNT 

107 821,779 
108 65,203 
152 71,837 
163 126,132 
104 74,557 
186 44,790 

ACCOUNT AMOUNT 

186 200,000 
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._... 

Were M i a t e , s e g r e g a t e  the balances md trarmac- 
ti- by ut i l i ty  a d  nonuti l l ty cperatiarc.Explain by 

in? AEEarnt 

colwm(g).Include in  c o l r m ( i )  the average per iod DYer h i c h  the tax 
credi ts are amrtired. 

Oeferred f o r  Year Current Year s 
A l  lout j Qs& 

Adjustments 

Wt ( 0 )  
" C M t  Yo. I wt $yt Accovlt Yo. lo. S L y p a r r  

(C) 

1 Electric U t i l i t y  
2 3% 
3 4% 1,400,931 411.4 146,200 <7,3W 
4 7% 

10% 15,606,193 411.4 1,073,180 ( 165,57S 

a TOTAL t1.219.uIo (t172.915) 
1 

I1 
I2 
I3 
I4 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
3a 
31 
32 
a 
w 
35 
36 
37 
58 
39 
40 
41 
42 
43 
44 
4s 
46 
47 
u) - 

FERC FORU NO.1 (ED. 12-89) 
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1 -. ._.c a 

L. 

. , ... 
, ._ . 
i' ::.I . : 

- 
inl 
0 .  

- 
1 
2 
3 
4 

a - 
8 
9 
- 

- 
0 
1 
2 
3 
4 
5 
6 
11 
I€ 
IS 
!( 

id 
ti 
E 
Ed 
?2 
21 
2 
28 
2 
3 
3 
3 
3 
3 
2 
2 
1 
? 
39 
40 
41 
42 
43 
44 
45 
46 
47 
46 - 

I I h l  I c i >  

0 
1,247,391 

14,367.4UI I 
30 Y r r .  

30 Yrs .  
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e Page 266 Line 3 Column G > 

I KENTUCKY POWER COMPANY 
,̂ 

*Adjustment of Prior Years' Federal Income Tax  Returns 

Account 411.5 (7,340) 

c Page 266 Line 5 Column G > 

*Adjustment of Prior Year's Federal Income Tax Return 

Account 4 11.5 (165,575) 
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Date f R Y e a r  of Report . 
W&UY I $11 [TFi&Kiim I (bh7Wt 1 Dec. 31. 1997 

1 i s  R 

OTHER DEfERRED tREDlTs ( A m t  253) 
mrt belw the particulars (details) called for 5. Minor it- (5% of the Balance End of Year for Ac- 

Descrl ti of Other 
DefetrzCrcdl  t s  

(a) 
are - Ustamcr Dorutions 

I 

; i f i d  OTC Payamts 

0 

116 

0 

86,691 

57,375 

d checks 

16,620 

4 

150 

86.690 

149,034 

3,825 

sates 

17,830 

0 

0 

(1) 

149,034 

0 

l t i vc  Optlom 

s1,055 -Y 
I 

1,210 

112 

(150) 

0 

0 

53,550 

AR 

86 

l86Rn 

u4 

. . . .  . .  . . . . . . . .  . . .  ! ~ - ....... ~ .............. . . . . . .  . . . . . . . . . .  .... . .  . . . . . . . . . . . . . . .  
. . . . . . . . . . . .  : : ’ . :  . . . . . . . . . . . . . . .  . . . . . .  . .  ,. . . . . . . . . .  . . . . . .  . .  . . . . . . . . . . . . .  . .  . . .  

Attachment 1 
Page 290 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

.....- : . .  

. . . . .  . . . . .  . . . . .  ..... . . . . . .  ..................... 
. . . . . . . . . . . . .  . -. . . . . . . . . . .  ............ :-..: ’:. ................. ........ _. . . . . . .  . . . . . . . . . .  . . . . . . . . . . . .  . .  . . . . . . . . .  
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Date Of R Ywr of Report 
m & Y R t 2 € 8 % i P A N Y  I 121 P$F;$&E:ion I y*yfl7wt I Dee. 31, 1997 

T i s  R 

AcQwluTED DEFERRED IWCOME TAKES -- OTHER PROPERTY ( A C C M t  t82) 

Accant W i v i s i o m  
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-- . 
I,.-. 1. R a p o r t  the information called fo r  below concerning the 

mecanting fo r  & f a d  incam tuea  re la t ing  
t o  mnants recorded i n  Accourt 283. 

+.pmdent'r 2. For Other (Specify), include deferrals retatirrg t o  other 

I I 1 W Q S  OURlNC YEAR 

S Pat R e t i r a a t  Benfitr 8 0 0 
6 Loss m R u c q u i r i t i o n  o f  Debt 506,ST7 0 47.944 
7 Emission A l l a c r r u  57.0711 24.m 8.872 

~ 

I2 
I3 
IC 
IS 
16 Other 
I7 TOTAL Ca8 (Total o f  l f m  11 thru 16) 0 0 0 
I8 Other (Specify) SFAS 109 66,423,067 0 0 
I9 TOTAL (ACCt 285) (Enter Total O f  11- 9.17 Wd 18) t66.959.754 t4,G5,598 Q,874,527 
LO C l a u i f i u t l m  o f  TOTAL 

C1 Federal lnrrc T u  36.248. Tw I 4,025,598 I 2.87C.S27 _ . ,  - .  
!2 State Income T u  30,711,0001 I 
U Locrl lncoar T u  I 
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- 

0 

...- e 

w 

3. Provide i n  the smce bclw explmatims for 276 l isted uder Other. 
C. use footnoteras rcquirtd. 

UUYGES DLRINC YEAR 1 ADJUSTMENTS I I 

I I 

1 
2 

I I 1 I I I t1.32C.SM 3 

- 
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concerning other regulatory 1 i . b i l l t i e s  rhich are or r r x n t s  Less than $50.000, d r i c h c w r  i s  less) llsy bc 
created through the ra twak ing  actions of regulatmy 
naencies (ad not includeblc in  other aaants). 

2. Fw regulatory l i a b i l i t i e s  being mmrtized, char 

nrapcd by classes. 

!rid o f  amort izat ion in colmn ( 0 ) .  - 
lna 
D. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
1s 
14 
15 
16 
17 
18 
19 
20 
21 
22 
25 
24 
zs 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

41 
ca - 
- 

m s r  of Base Fuel Cost Deferred - C r e d i t  

LCCU of  Base Fuel Cost  Deferred - 
xMd U t i l i t y  R m r r r e  Credit 

:At 109 Excess Deferred Federal lncome Taxes 

#erred Emission AtLouwe Gains 

'OTAL 1- 

FERC FORM N O . l  (ED. 12-94) Page 278 

13,450,212 

1.R4.941 

W,%7 

a 

tlb,353,52 

12.m.583 135.735 

1 
1,=.*00 (297,832) 

0 8,068,855 

42,lUS 42,835 

Att;ichnient I 
Page 296 of 397 

KPSC Case No. 99-149 
. TC (1st Set) 

Order Dated April 22. I999 
Item No 3 

L14,900,14 f17.405.18 

./ 

Next Page i s  300 



.- 

e 

Attacliiiient 1 
Page 297 of 397 

KPSC Case NG. !)9-119 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

U K  PACE 
( N u t  page i c  300) 



e 

>*..,,:.- B 
e 

Y e a r  of Report 
kV&Ri4%P21&AllY De. 31, 1997 

ELECTRIC WERATING REVELnaS (Accant Coo) 

21 
22 
23 

ucomt, and aarwfactured gas revenues in total.  a s t a m  seam the average of twelve f ivurcs a t  t h e  close 
2. R e p o r t  mmkr of a s t e r s ,  col- ( f )  .nd (g), on of  each month. 

the b s i s  o f  meters, in  addition t o  the rrnkr of f l a t  ra te 3. If increases or decreases trm previous year (colums 

KCM~S; except that  h e r e  separate meter redings are (c),(e), and (g)), a n  not derived frm prwi-ly reported 
ddcd for bilting purposes, o m  - tar  should be cocntcd figures, explain any incanic tenc ier  in a footnote. 

7,009,239 5,893,376 (4%) Other Elec t r i c  R+vcrues 

0 

26 
27 

I 
TOTAL Other Operating Revenues ~ 1 0 , 1 0 1 , ~  1 $8,153,677 
TBTAl Pleetric Oacratino P m r u w  $359.543.349 I $323.320.876 
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I 

ELECTRIC OPERATING REVENUES (Accant 4001(Cmtinrd) -_ 
' 4. b . a r r c i a 1  d Inbctrid Sales, Accotnt 442, n y  be 5. kc p . ~  108-109, I.portmt Changes Dwing Yerr, fo r  

# W A I T  noms SOLD A W L  WO. WSTCMXS PER MONTH 
N u k r  or Year I n h r  f o r  previous Year ( t ,  (k!) 

Arxntf P m i o o l Y r r  ?L kant f Yeor 
Cdr 

2,1pb,748 I 2,190,616 142,198 140,044 I I 
1,165,684 1 ,150,LSC 23,691 ts.w 
3,141,795 3, 076,376 1,690 1,711 

10_313 9.909 676 467 

0 

i ..-_.. . .  

0 

~ld!' 
1 
2 
3 
4 
5 
6 --.- -- 

6,514,540 

s,m,Q32 
12,408,472 

I 

7 
0 
9 

6,427,353 168,055 166,070 i o  
3,680,541 66 57 11 

10,107,654 168,121 166,127 12 
13 

I 1 1 

10,1Q7,6% 168,121 166.127 I I 12,4OU,472 I 
Linr  12, blur (b) includes S 4,806,094 o f  urbilled p.nnrc. 

116,626 (MI re la t ing  t o  vlbilled &a- ------- - L i n r  12, Calm <d) tncludco 
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c Page 300 Line 12 Column B > 

KENTUCKY POWER COMPANY 

Unmetered Sales Included in Service: 

440 

Customers 29,650 

Revenues 2,209,483 

MWH Sales (Estimated) 21,141 

442 

5,151 

880,610 

9,902 

444 

24 

7,291 

49 

Attachnlent 1 
Page 300 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

Page 300-301 Footnote.1 



Date of R - Year of Report 
E&R2i€s$GhAnY D r .  31, 1997 

YLES OF ELECTRICITY BY RATE SCHEDULES 

18 
19 

21 
22 
23 
24 
a 
2 6 -  
nncs 
28 
29a 
30 
31 
32 
a 
34 
35 
36 

m a  

I - - - ~  - _ .  - - .. ~ ~~ 

1. Report below f o r  each ra te  Khcdule in effect during tim (such as a g e n r a l  res ident ia l  schedule and an o f f  

ClP-TQ, 
Iu 

us 
UNBILLED R M W U E  
TOTAL CQII(ERC1AL AM0 INOUSTRIAL 

444 - PUaLlC  ST. & W LIGHTING 

SL 

LWBILLED REVENUE 
TOTAL PUSLlC ST. L W LIGHTING 

the year the M b h  of e l e c t r i c i t y  .Old, revenue, .vrr.ge 
nudxr of customers, aver.ge lolh per customer, md amage 

~vecuc per KMI, excluding data fo r  %la for Resale drich 
i s  reported on 310-311. 

2. P rov ide  a s d e d i r g  rtd t o t a l  for uch prescribed 
operating rmrue ucoult in the ~quawc followed in 
S l r t r i c  Operatinn UCYCIUW,. p ~ c r  300-301. I f  the a l e s  
vldcr ny r a t e  schedule are c l n s i f i e d  i n  mre thm m 
remwe ucoult, l i s t  the ra te  r d n b l e  d u l e s  dr ta  udtr 
ud, w l i u b l e  - Kcocnt d 9 m d i ~ .  

5. Uhue the sue antoners  ere s e d  m d u  mom than 

1,792,837 
12,810 
9,902 

4 
63.532 

4,307,479 

1,990 
624 

7,583 
49 
67 

10,313 

peak uater heating schedule), the entr ies in  d u m  (d) fo r  
the special schcble should denote the &pl icat ion in  
M k r  of  reported customers. 

4. The over.gc nrakr of CIPtoQCrs should be the h r  
of b i l l s  rendered b r i n g  the year divided by the nunbcr of 
b i l l i n g  periods during the yxmr (12 i f  a l l  b i l l i n g s  are 
Ide monthly). 

5. For any rate rchcble Wfng a hrl adjustment 
c l u r c  state i n  a footnote the atimtd dditimrl revenue 
b i l l e d  puruvnt thereto. 

6. Report m t  of  rnbf1L.d r c r e ~ ~  .I of ad cnf year 

12 
29 

1 

25,381 

405 
15 
56 

476 

6,397.9441 s255,300,012 I 168,066 s,- 
1 1 6 . ~ 7 1  $4.805.254 1 

I I 
3.990% 
4.1212a 42 iTo ts l  Unbilled Rev.(See l ns t r .  6 

43 (TOTAL 
ERC FORM NO.1 (ED. 12-95) 

2,204,4a3 
(320) 

2,zd3.= 
105,917,091 

4,735,396 
31,132,786 

so,= 
32,763,316 

15,407 
4,&63,U1 

29,206,135 
46,928,640 

542,825 
880,610 

157 
2,537,268 

153,524,367 

145,401 
34.197 

672,028 
7,291 
4,091 

865,- 

<I,&) 

15,448 

4,= 
52,991 
@o.OOo 
w,= 
361,- 

in,n6,00o 
11,951,202 

u1.724 
149,403,083 

4,000 

169,712 

4,913 
41,600 

135,410 

21,665 

10.4511 
6.4000 
4.2716 
4.8215 

7.7652 
5.6113 
4.5615 
4.3741 
3.4521 
2.5401 
3.3024 
2.617! 
4.2374 
8.8QJi 
3.925( 
3.993 
3.559d 

7.506 
5.480 
8.872 

14.879 
6.105 
0.375 
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1. Report a l l  sates fo r  resale (i.e., sales t o  purchasers 
other than u l t i m t e  conrcarrs) tr.ncacted on a settlement 
basis other than power exchanges b r i n g  the year. Do not 
npwt exchanges of e l e c t r i c i t y  ( i.e., transactions 
involving a blancfng of debit. ud credi ts for energy, 
upKi ty ,e tc . )  d any s e t t l a n n t s  fo r  i l t r r laced exdwnoec 
on t h i s  sch&Le. Pacer exchanges rat be reported on the 
Purchased Pouer cchcble (p.gc 326-327). 

2. Enter the nme o f  the prrchaser t n  colum (a). Do note 
.bbrrv late or t r U Y . t e  the nue or use acmfvms. Explain in  
a footnote m y  arncrship l n t e m t  or a f f i l i a t i o n  the 
rlnpadent hat wi th the prrhaser. 

5. In  colum (b), enter a S ta t i s t i ca l  C l a s i f i c a t i m  Code 
k s c d  on the o r ig ina l  c o n t r a c t w l  teras 4 condit iom of 
the service n followc: 
10 - fo r  r c q u i r a u n t s  servlce. RcquiNacnts service i s  

servlce h i c h  the s rpp l ie r  plrnr t o  provldc m on ongoing 
b o s h  ({.e., the s q l t c r  lncludcr projected l o d  fo r  t h i s  
service in i t s  syrtea resource plmira). In dditim, the 
r e l i m b i l i t y  o f  n q u i r a r n t s  service u s t  be the 8 . r  as, or 
.ccQd only to, the st&ier's service t o  i t s  OM ult imate 
M I U r s  . 

.Long-te* means f i v e  years 
or longer and *ti- meam that service c m t  be 

LF - for long-tern service. 

i n t e r r r p t d  fo r  economic reasons .nd i s  intended t o  remain 1- 
re l iable even urder h r c e  caditiom (e.g., the supplier 
must r t tg~t  to  bvy emergency energy Cram t h i r d  part ies t o  
maintain del iveries o f  LF service). This category should 
not be used for \on#-tern f i r m  service which meets the 
d e f i n i t i m  of RQ service. For a l l  transactions ident i f ied  
as LF, provide in a footnote the te rn ina t ion  date o f  the 
c m t r r t  defined mc the ea r l i es t  date that  e i ther buyer 
or t e l l e r  can ml la te ra l l y  get out of  the contract. 

1F - for  intemediate-tern f i r m  service. The CME as LF 
service except that m i n t c h i a t e - t e r m "  mearm longer then 
m year hrt less than f l v c  ycarr. 

SF - fo r  short-term f i rm  service. Use t h i s  utegm-y fo r  
a l l  f i rm services h e r e  the durat ion of each period of 
c o m i t r n t  for service i s  one year or Less. 

LU - for lmg-term s m i c e  fm a h i g r u t e d  g e r m t i -  
mit. .LQp-tenr .CIIO f i v e  years or longer. The avai l -  
a b i l i t y  rd r e l i a b i l l t y  o f  service, aside from trursmissim 
conrtraints, U t  r t c h  the w a i L . b i l i t y  md n l i a b i l t t y  of 
d n i m a t e d  mit. 

IU - fo r  intermediate-tern service from a detgnated 
g a r r a t i n g  -it. The sum as W service except that 
m i n t c d i a t e - t e e  o~llt lonaer than 01y year but less. 
than f i ve  years. 
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Date of  R tear of R w t  
l!mAYRe&Am (IlqtSP:97wt 1 Dtc. 31, 1997 

SMES FOR RESALE ( A c e a n t  447) ( C a r t i d )  
OS - fo r  other service. Use t h i s  category arty f o r  those h n d  in colrrm (f). For a l l  other typr of service, 

services uhich emmot be placed i n  the a h - & f i n e d  
categories, such as a l l  nm-fim service regardless of the 
leclgth of the contrmct and service fror derignrted r n i t s  of 
leu than one yur. Describe the nature of the service in a 
footnote. 

AD - f o r  o u t - o f - p r l o d  adjustment. use t h i s  code for my 
m o u \ t i W  d j m t a t 8  mtlUe-lp.m fw UWim pcwidd 
i n  prior nporting years. Provide an exptuutim i n a  
footnote for e& dJmtment. 

4. 0- ~ i r a n t s  RQ u l e s  togather .nd report thcl 
s t a r t i w  a t  rrmkr one. A f t e r  l i s t i W  a l l  RQ ut-, 
enter mkrbtotal  - RW in wlum (a). The r a r l n i n g  u l e s  
my then be l i s t e d  in  my order. Enter aktrtotrl-Yon-RQm 
in co lun  (a) a f t e r  th is l i s t i ~ ~ l .  Enter 'Totalm in  colum 

t o t a l  for e o l u p  ( 0 )  through (kl. 
5. In solrrr (c), I den t i f y  the FERC Rate Schcble or 

T a r i f f  )kdac. On meparate lines, l i s t  a l l  FERC ra te  
edudula or t a r i f f s  vdcr rrhich s d c e ,  as identified in 
d u n  (b), i s  provided. 

immlvlcp Qrd dum irpoced on a opcrthly (or larpcr) 
buir, mer the m r e  mnthly bllling dmmd in cot- 
(d), the werage m t h l y  norrcoincident peak ( W C P )  derad 

(a) (I8 thc [Ut line O f  the 8ChdIle. Report 8 r b t O t B l S  Uld 

6. FOC W i - 8  R9 Utes rd ny tYp0 O f  eervice 

enter U in  wlumc (d), (e) Uld (f). Wonthly YCP dcannd i s  
the mxian r t e r e d  hourly (M-mirute integratlon) ckmd 
in a m th .  Monthly CP &#and i s  the metered demand 
during the hour (60-mlrute integrat ion) i n  which the 
u@ier's systea &es i t s  monthly p k .  Deamnd r e p o r t 4  
in colcrr(c) nd (f) llat be in -tts. Footnote my 
daawd mt stated on a megauatt basis wd ucplain. 

7. Repor t  in wlun (9) the Iceawatthours ahom cm b i l l s  
rendered t o  the w n e r .  

8. R e p a r t  dand dum in  colum (h), awroy chorgea in 
colun (I), a d  the t o t a l  o f  ny other typs of Charges, 
including art-of-period d j r a t r a t s ,  in  wlrrn (J). Explain 
in a footnote a l l  c o l p a r n t s  of the yMt rharr in  c o l m  
(j). R e p o r t  in  wlrrn (k) the t o t a l  charge ahon on bil ls  
rendered t o  the purchaser. 

9.  The data in mlum ( 0 )  through (k) uet be srrbtotrl led 
b r e d  on the R Q f l a r l l P  grorpiw (sea fnmtruction 4). ud 
then t o t a l l d  an the l as t  l i n e  o f  the Khcble. The 
.krbtatd - RiP .IM~ in c o l u r  ( 4 )  mmt be reported aa 
Rcquiracnts Sales For Resale on paw 401, l ine 23. The 
%btota l  - #on-W y ~ t  in wlum ( 0 )  U t  be lrapwted 

10. Footnote mtrin n rcqulrsd ond provide arptuutimr 
.I Y O n - R a q u i ~ t 8  ala For Resale Q) p9c @1,Lh  24. 

fotlouim a l l  mired &ta. 
in d u n  (e), wd the w a g e  rmthly coincident peak (CP)  

17,806 10 1,199 17,806 
11 

5,814 20,738 60,687 17,498 118,923 12 
14.241 114,751 228.176 63,624 406,551 13 

182.668 29,857 247,234 14 8,760 3c.709 
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SALES FOR RESALE (Accant 447) 

for resale (i.e.8 u l e s  t o  pnrhasert 
t e  -1-8) trwawted on a 8ettleDUIt 

Mhu*)cr during the year. Do not 
~changes of e l e c t r i c i t y  ( {.e., tr-ctiaro 

bE1DWfm of debit8 Ud C r c d i t 8  f W  CnergY, 

etc.) ad r r ~  K t t t m t 8  for ihl.nCcd u c h ~ ~ ~  
chedule. Parcr ex- u s t  be reported on the 
, Parer schdle <p.ga S26-JZ7). 
-r the nlllc of the m e r  in  coluar (I). DO note 
e or t n n c a t e  the nne or (pc acr0n)rr. Explain in  
t e  my arwrrhip interest  or a f f i l i a t i o n  the 
It has with the prrchaser. 
: o t m  (b), enter a S ta t i s t i ca l  Classi f icat ion bdc 

the O r i g f N l  contrmctual tams d c a d i t i o n s  of 
Ice as follows: 
)r req~f-8 service. Requirements service i s  
hich the s ~ ~ p l i e r  p l r r  t o  provide m an angoin0 
.e., the .upplitr includes prujected L o d  for th i s  
in i t a  -tea resowee planing). In addition, the 
i ty o f  reqdraentr service uPt be the ur u, or 
nty to, the s ~ l i e r * s  service t o  t t s  an u l t i r t a  

or lanp-tern service. M L m - t e m  mem f i v e  years 
er and mfina* oeum that service cavmt be 

C. 

i n t e r n g t d  for economic reasons 4 i s  i n t m  t o  remain 
reliable even uder adverse c a d i t i c a s  (e.g., the supplier 
w s t  a t t a p t  t o  buy emergency energy fmn t h i r d  p r t i e s  t o  
maintain del iver ies of LF rervice). This category should 
not be used f o r  long-term f i r m  service uhich m t s  the 
d e f i n i t i m  of Ro service. For a l l  t rwc l c t i ons  identified 
8s LF, provide In a footnote the termination dnte of the 
c o n t r u t  defined .E the ear l ies t  date that e i ther buyer 
or seller CM m i l a t e r a l l y  get out of the contract. 

I F  - for l n t e d i a t e - t m  firm cervice. The ~ ( Y D C  as LF 
service except that mintermdiate-temP meens longer than 
one year but less than f i v e  yes=. 

SF - for short- tern f i rm  service. Use t h i s  category fo r  
alL f i rm services h e r e  the d u n t i o n  of each period of 
cocnaitmmt fo r  service i s  one year or less. 

LU - fo r  larg-term s e n i c e  f rao  a designated generating 
mit. mLong-temP mens f i v e  year8 or taper. The avail- 
ability Ud r e l i a b i l i t y  of service, aside fm t r m i s s i o n  
constraints, u s t  r t c h  the a v a i l a b i l i t y  end r e l i a b i l i t y  of 
dcriported mit. 

Iu - for i n t e d i a t e - t e r m  service from a desgrinted 
generatfw mit. The 8- as LU service except that 
m i n t e d i a t e - t e W  meam 1-r than om p a r  but less 
than f i v e  years. 

0.1 (REVISED. 12-90) Page 310.1 
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0.Lr f R  Ywr of Report 
l!ml&"Atfsrr I @*(T$i&R\im I (&7w I Dec. 31, 1997 

SALES FOR RESALE ( k c a m  447) ( t o o t i d )  

OS - fo r  other senice. Use this category mty for those dcrad In cot- ( f L  For dl other types of service, 

PMWUE 

$474,179 U74,lTD 
'""frs"" - 

0 
? P O -  

s m i c e a  nhich CmOt be p l r e d  in the above-defined 
c o t a m r i a ,  such LO a l l  narficr service regordleas o f  the 
lmth of the contract d a e r v i a  from deaipnrted m i t s  of 
l e u  thm ant yeor. Describe the nmtwe of the . m i c e  in a 
footmte. 

1ID - for M - o f - p e r i o d  odjurtmt. b e  t h la  codc for my 
UCOUhting dJmatat8 or for aervice provided 
in prior reportinn years. Provide an e x p t r u t I o n  in a 
f o o t m t e  for eo& dJmmmt. 

4. C r a p  W I r a a t a  Ra u l o a  together md rcpwt them 
atar t inn  o t  l i n e  nrbrr ant. A f t e r  l i s t i n g  a l l  RQ uta, 
mer *&btotal - 19" tn colrrn (a). The m l n i r p  coles 
m y  then be t i a tad  f n  my order. F n t r  %&total-won-W 
in c o l m  (a) a f t e r  th is l lstirp. Enter mTotala in d u m  
(a) .I the lut l i n e  of the d a l e .  Report &tota ls  a d  
total  for atlunr ( 0 )  thm (k). 

5. In colrrr (e), ldmtify th. FERC Pate Sch.6le or 
l r t f f  W d r .  On a s p r a t e  lines, l i s t  a l l  FERC ra te  
-la or t a r l f f a  mder h i c h  aervice, u Identified in 
d u n  (b), I 8  provided. 

6. For  raqJIremnta (19 ul.r ud .ny type of s m l c e  
imolrlrp duma iw on a mnthly (or 1-r) 
h d 8 ,  m W  tht! m t h l y  b l l l t n g  derrd In 
(d), the W.O. m t h l y  non-cofncidmc p.t ( W e P )  darnd 

L i n  
No 

1 

enter YA i n  cottats (a. (e) ad (f). Monthly W t P  dared i s  
the uiu r t e r e d  L v l y  (60r Inu te  integration) damnd 
in a m t h .  Monthly 8 dcvd i a  thc r t d  dwmd 
&rim the hour (-we intenration) in nhich the 
ugp l i e r ' s  system i t s  m t h l y  peok. Daad reported 
in colunr(c) md <B u t  be in r g n a t t s .  Footnote my 
dand not atated m a  rg.wtt h i a  md explaln. 

7. R e p o r t  in colum Q) the agantthaacl &an a) b i l l s  
rudered t o  the pnckoa. 

8. R e p o r t  dawd c b s e a  In c o l m  (h), mwsy chrpocc in 
C o l M ( i ) ,  nd t h e t o t a l  o f  ryothcrtypaof durges, 
i n c l d i n g  art-of-period djuctmnta, in  c o l m  (j). Explain 
in a footnote a l l  -ta of the rrwlt rhon In c o l m  
(1). R e p r t  in d u n  a) the t o t a l  charge &an rn b i l l s  
rudered t o  the pur-. 

9. The doto In colun ( 0 )  th- Ck) m a t  be a h t o t a l l e d  
M a l t ( #  m m o n - m ~ i n g  (see in r t ruc t Ion4) ,  md 
then to ta l led  m the last l im of the uhe&le. Thc 
-s&total - 6w .IODU* tn 001- ( 0 )  m a t  be reported aa 
R a q r l r a a t s  S o l a  Fa Reade on page 401, lIn a. The 
=sbtotaL - yan-w I M ~  in colurr ( 0 )  m a t  ba reported 
ma Ym-RaqrIrarnta ales For R e u l e  on 401,LIne 24. 
10. Footmte entr iea rn wid d v i d e  u p t r p . t f a r r  

f 0 l l W I ~  a l l  crgrind &ta. 

- -  
1,745 46,250 559 46,809) 4 

5,637.44s 41,oc6,2T7 0 41,046,277 I 5 
3.960 120.096 120.898 I 6 
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I 
I 

' 0  

3 

Date of R e p r t  Year of Report 
l !m&YRW, (C!bsPi7y ' Dec. 31, 1997 

SALES FOR REULE (Accant 447) 

Lq 
internp ted  fo r  ecormaic reasons ud i s  intended to  remain 1. R e p w t  a l l  d e s  f o r  resale (i.e., sales t o  purchasers 

other th.n u l t i n t e  corwm) transacted on a s e t t l c m t  
h i s  other than parer exchanger during the year. Do not 
report exchawes o f  e l e c t r i c i t y  ( (.e., transactions 
imolving a brlacing o f  debits ad credi ts fo r  energy, 
cg.clty,etc.) rd my s e t t l m e n t s  fo r  id r r lmced exchanges 
on this schedule. Pauer e x d m  rat be reported on the 
R+duMd Pauer schedule (page 326-3271. 

2. Enter the name of  the plrduser in colran (a). Do note 
r b b m i a t e  or t n r n u t e  the n a e  or  use .cronyus. Explain in  
a footnote my o n c r s h i p  interest  or a f f i l i a t i o n  the 
mpxdent has uith the prrchaser. 

3. In oolrar (b), enter a S ta t i s t i ca l  C l a s o i f i u t r m  Code 
bosed on the o r ig ina l  contractual t e r n  and conditions of 
the service as f o l l o w :  - for rcqui-ts service. Requirarnts service i s  
wrrin chich the u q p l i e r  plmm t o  provide on al ongoing 
basis <i.e., the . rpp l i e r  i n c l r d w  projected lod f o r  t h i s  
.mi- f n  i t s  system resame plmirpl .  In addition, the 
n l i a b i l i t y  o f  r o c p i r a n t s  service ust be the t..c as, or 
d only to, the u p p l i c r ' s  service t o  i t s  om ult imate 

LF - for l m p - t e r n  . m i c e .  aLocrg-terr* .cam f i v e  years 
or longer and .firr* meam that  service cmot be 

-. 

re l iab le  eyen uder drmre conditions k g . ,  the supplier 
ust a t t w t  t o  buy - energy frolp third prtia t o  
d n t a i n  del iver ies o f  LF service). This category should 
not be used fo r  lmg- te rn  firm * m i c e  rhich meets the 
d e f i n i t i m  o f  RQ service. For a l l  tramactions ident i f ied  
M LF, provide in a footnote the terninatkm date of the 
contract defined as the ear l ies t  date that e i ther wr 
or se l le r  can m i l a t e r a l l y  get out of  the contract. 

I F  - fo r  Intermediate-tm f im service. The s u e  as LF 
service except that m i n t c r m d i a t c t e W  ream lmgcr than 
one year but less t h n  f i v e  ymrs. 

SF - for short-tern f f r n  service. lkt t h i s  ut- for  
a l l  f i rm services &ere the duration of each period of 
caPPitmmt fo r  s m i c e  i s  one year o r  less. 

LU - for lmg- te rn  -ice from a desimted g n r a t i n g  
mit. 'Long- tee mans f i ve  years or  larpcr. Tho mil- 
a b i l i t y  d r e l i a b i l i t y  of m i c e ,  aside fm trrrooission 
constraints, ust m t c h  the . n i l . b i l t t y  d r e l i a b i l i t y  o f  
desigruted mit. 

I U  - fo r  intermediatctem wrvlce frm a &gnat4 
generating mit. T h e  as UI service except that 
m i m e d i a t e - t e e  meam 1-r than m p a r  but l a c  
than f i ve  years. 

1 Actual Damnd(NU) I Stat ic-  I FERC Pate I Avcraae 
I 
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\ 

cli 
RM#IE 

11.038 SZ89,2Sl S1S,llO s304,361 
18,707 !i32,61S 1,252 555.867 

deand in colrm (f). For a l l  other typcr of service, 

L i n  
Yo 

1 
2 

OS - for  other service. Use t h i s  category only for those 
Hnim rrhich c m t  beplued in the above-deftned 
utogoria, such n a l l  nm-fim service regardless of the 
l m t h  of the Cmtrut 8nd service fm biqutd m t t s  of 
less t h n  one yenr. Describe the MMC o f  the service i n  a 
footnote. 

AD - for out-of-period djmtment. b e  this eade for my 

in prior reporti- yoam. Provide m e x p l a u t i m i n a  
footlwte for Q.ch djuraent. 
4. Crap n q u t m m m t s  R9 uler together d report them 

s t 8 r t l m  a t  l i n e  nd.c ma. A f t e r  lhtirp a l l  RQ mln, 
ant- m k b t o t a l  - Rw in eelran (a). The m i n i m  rrla 
ry then be l l a t e d  In any order. Enter rkMota l -Ncn-Wm 
in c s l m  (a) m f t e r  t h i s  l i s t i n g .  Enter qotmlm in colun 
(a) e8 the Lost l ine of the &&le. R e p o r t  rrrbtotals ad 
t o t a l  for col- ( 0 )  thm (k). 

S. tn c o l m  (c), tdmttfy tho M C  Rate sch&la or 
l r i f f  W e .  On m a t e  lfm, LIs t  a l l  CERC ra te 

colun (b), ( 8  p w h d .  
6. For m f r e m a t t r  R 9  ulcr rd my type of service 

inuolv i rp  durgsr i v e d  on a mnthly (or lapcr) 
b a t s ,  enter the aversea m t h l y  billIra dnad in  colun 
(d), the mwrege m t h l y  nm-coincident peak (WCP) dand 
In calm (8). d the averme monthly cotncidcnt #at (CP) 

Kcanti- djmt.mt8 OC mtrlJO-wm for provided 

-1.. OC t d f f 8  UldW &iCh SOWfC8, 8 S  fdcnt i f ted in 

enter YA I n  cot- (d ) ,  <a) wd <f). Monthly YC? domud i s  
thc m x i u  r t d  hourly <6O-aiwte i n t e g r s t i m l  dasnd 
in a mth. knthly  ep dard i s  the metered demmrd 
b r i n g  the har (60-dwte integrat ion) in which the 
.rpplfer's sys ta  ravhar I t s  m t h l y  peak. D c r n d  reported 
in  colrrr (e)  ud <f) u s t  be in  aesmmtts. Footnote my 

7. Report in colm ( 0 )  the agobmt thovr  &an m b i l l s  
nndcd t o  the purdwtr. 

8. Report .( ch8rees In d u n  (h), enefsy chnrges in 
colml (i), d the t o t a l  of m y  other typcr of charges, 
imluding our-of-pwiod djmtrancs, in  c o l m  (1). Explain 
in a footnote a l l  -tr o f  the rant &an in co l rn r  
( J ) .  R e p o r t  In -1- (k) the t o t a l  dum? .hacn u, b i l l s  
nndcd t o  the prchutr. 

9. The 6 t s  In colrrr (g) thragh (k) u t  be u b t o t a l l e d  
b o d  on the l w y a r R 9  grorgim (see i n s t w c t i m  4).  d 
then to ta l l ed  on the l o s t  l i n e  of the sche&Pe. The 
m k b t o t a l -  Rp" rant In coltm ( 0 )  U t  be r rpK ted  as 
Rcquiramts Sales F o r  R c u l o  onpgauI1,  lint 23. The 
-kbtot . l  - ~ a r ~  rPcnt in c o l m  (9) aut ba reported 
8s Yon-Rcquircmts kler F o r  Resale on pge iO1,lin 24. 
10. Footnote r r t r i e a  os nquird ud provide u p t w t f m P  

nOt S t m t d  QI 8 .agnutt h i 0  d 8Xpl8in. 

f o l l w i n g  .I1 mql id  dot.. 
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1. Report a l l  sales for resale <i.e., u l e s  t o  pnrhsrers 
other than u l t i m t e  cons-rs) trmsacted on a a e t t l a c n t  
b . I i 8  other than pouer exchanges during the year. Do not 
report e x c h v  of e l e c t r i c i t y  ( 1.e.. tramactions 
i n w l v i n g  a hlncing of  debits ad credi ts fo r  mrgy, 
upci ty ,e tc . )  ad my s e t t l c m t s  fo r  irtwlanced exchaqes 
an t h i s  Khcble. Parcr uch.ogcr u s t  be reported on the 
Rrch.sed Powcr sehcble (psge 326-327). 

2. Enter the nme of  the purchaser in colum (a). Do note 
&breviate or t-te the l l ~ c  or use urmylla. Explain i n  
a footnote my arrrship Interest or a f f i l i a t i o n  the 
mspxdent h r  uith the pmhaser.  

3. In colum (b), enter a Sta t is t i ca l  Classi f icat ion Code 
b e d  on the o r i g i ru l  contractual t e r n  wd conditions o f  
the service as follows: 

Itp - for requ i raants  service. Requirsarcrts service i s  
service dich the s(gp1ier plans t o  provide on on ongoing 
&is (i.e., the a(gpl ier tncludtr projected load fo r  t h i s  
sentce In I t s  a y s t a  resource planing).  In addition, the 
m l t a b t l i t y  of requiraa?ts service nst be the same as, or 
..cQd only to, the urpp l iePs service t o  i t s  oyn u l t i m t e  

L f  - for long-term service. WLong-tcrs. meam f i ve  years 
or longer and 'firrP means that  service cemot be 

C0IIuTf.a. 

b-, 
intangted for eunaoic reasons d i s  intaded t o  ramin 
re l i ab le  even d r  odverse c a d i t i a t s  (e.9.. the srpp l ie r  
mmt a t t e q t  t o  buy argavy energy frcl t h i r d  part ies t o  
s i n t a i n  delinria of LF a m i c e ) .  This a t e g o y  ahould 
not be used for long-tem fim service chich meeta the 
de f i n i t i on  of RQ service. For a l l  tramactions i d m t i f i e d  
M LF, provide i n  a footnote the t e m i t m t i m  date o f  the 
cmtnct defined as the w r l t e s t  date that e i ther buyer 
or se l l e r  can m i l a t e r a l l y  get aut of the contract. 

IF - for l n t e d i a t e - t e r n  firn service. The lac 8s L f  
service except that  mintemediate-terW mars 1-r than 
one year M less than f i v e  years. 

SF - for ahort-tern f i rm  sewice. Use t h i s  category for  
a l l  f im Icrvim where the b a t i o n  o f  each period of 
COIIIpi-t f o r  aervice i s  one yMr or Iess. 

UI - for long-term service frm a dnimted generating 
mit. .Lang-tcnP meam f i v e  yeart or longer. The avail- 
.b lL l ty  md r e l i a b i l i t y  o f  aervtce, aside fropl t r m i s s t o n  
conrtntnta,  mmt r t c h  the m i l a b i l t t y  d r e l i a b i l i t y  o f  
designated mit. 

IU - for i n t e d i a t c t e m  aervice from a desgmted 
generati- wit. The SIC M LU service except that 
~ I n t e r m e d t r t r t e W  - longer thm m e  year but less 
tha fivc yews. 
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Date of R Year o f  R e p o r t  
kmJ&R$8&3%bAuv Dec. 51, 1997 

ULES FOR RESALE (Ac+ant 447) (Continued) 
OS - fo r  other service. Ute th i s  category only f o r  those dawd in calm (f). fo r  a l l  other tvper of service, 

services rrhich camot be placed in  the above-defined 
categories, such as a l l  nn-firr service regardless of the 
lapth o f  the contract .nd service from dedgruted un f ts  o f  
less thm one year. Describe the mtun of  the s e n i c e  in a 
footnote. 

w )  - for out-of-period mdjurtmt. Uce t h i s  code f o r  my 
mccomting odjuctments o r  . t n J e - w m  for service provided 
in p r i o r  n p o r t i n g  years. Provide an u p l r u t i o n  in a 
footnote for each mdjurt .at .  

4. trap n q J i m t s  RQ uta together ond report them 
a t a r t i m  a t  l i n e  rumber one. A f t e r  l i s t i n g  a l l  RQ uk, 
enter mS&total - Raw In c o l u n  (a). T h e  reminim sales 
m y  thcn be listed in my order. Enter %btotal-Yon-RQ" 
in colm (a) a f t e r  t h i s  l i s t i r p .  Enter .Totalm i n  co lum 
(a) n the lnt l i n e  o f  the uhehle. R e p o r t  crbtotals d 
t o t a l  f o r  colrnr  (g) through (k). 

5. In c o l m  (c), identify the FERC Rate tchcdule or 
Twiff yukr. On . c p n t e  l ina ,  L is t  a l l  FERC ra te  
.dwblem or t a r i f f s  uder rrhich sewice, n i d e m i f l e d  i n  
d u n  (b), i s  provided. 

6. For rrg.riranents RU u l r  d my typt o f  service 
imlv ing M dum iqmced on a m t h l y  (or longer) 
-is, anta the average mnthly billlrp Qlrd in colm 
(d), the m r a g e  m t h l y  nowcoincident peck (YCP) daMd 
In sol- (e). ud the average monthly coincident peak (CP)  

enter MA in colrarr (d), (e) md (f). )(anthly YCP daand i s  
the uiu r t e r e d  hourly (6O-minute integrst ion) dcsand 
i n  a mth. Mmthly 6 desnd i s  the r t d  demand 
&ring the how (6Orinute integration) in  dich the 
u g p l i e r ' s  -tea reaches i t s  m c h l y  peak. D d  reported 
in colma(e) d (f) uct be in megnutts. Footnote my 
dcard not stated on a aegmmtt h i s  ond explain. 

7. R e p o r t  in colun (g) the megauatthours chan on btllc 
nndcred t o  the p m h r e r .  

I). Report cham in c o l m  Ch), energy chatpcr in 
d u n  (i), ond the to ta l  o f  any other t ypm o f  charger, 
inclrding out-of-period adjustments, in  c o l m  (1). Explain 
in a foo tmte  a l l  carpawnts of the m t  chan in coltan 
(1). Report in c o t m  (k) the t o t a l  charge r h a n  on b i l l s  
mderai t o  the purchaser. 

9. The data In wlun (g) through (k) amt be t r r b t o t a l l d  
based on the M a r R Q  grotping (am instmtion 4) .  d 
thcn t o ta l l ed  on the tact l i ne  o f  the schcdulc. The 
.Srbtotal  - W rant in d u n  (0) uct be rcpoptcd as 
R c q u i r a a t .  Sales For Remle onpoc MI, l i n e  a. The 
.Ubtotal - ~ ~ R U L Q .  .I)(nt in w l m  (9) amt be neported 
as Y a r R a y i r c r n t s  a les  For Resale on p . 8 ~  601,tine 24. 
10. Footnote entr ies mc required ud frovide urptmtiars 

f o l l w i r p  al l  required 6 t a .  

I I l- 
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1. Report a l l  sales f o r  resale (i.e., sales t o  purchasers 
other t h n  u l t i r t a  -to) tr-ted m a settlement 
b u i s  other t h n  power uchmg~~ during the p a r .  Do not 
mt exchanees of  e l e c t r i c i t y  ( i.e., trumutionr 
imolvino a t n l m c i ~ o f  debita m d c d i t s  formrgy, 
upci ty ,e tc . )  d my ret t leaents fo r  irtullnnd exchwrpcr 
on t h i s  uhcble. povtr exchrrpcr u m t  be reported on the 
Purdnsd Pouer .chacLle <page 526-327). 

2. Enter the r y ~  of  the purchaser in d u r  (a). Do note 
. b k c v i a t e  or t m t e  the IYC or uaa rroyr. Explain In 
a footnote my oncrchip interest  or a f f i l i a t i o n  the 
rrrQadcnt has with the prrchuer.  

5. In c o l u r  <b), enter a f t a t i a t i c a l  Classi f icat ion Code 
bued on the origirul cmtrrtd t e r n  ud conditions o f  
the service as fol larp:  

RQ - for r e + i n r n t s  service. Requirgwnts service is 
m i c e  & i d  the u q p l i c r  p l w  t o  provide m n ongoing 
h i s  (i.e., the .rpplier includcr projected lod f o r  t h i s  
m i c e  in  i t a  system resource pluming). In  d d f t l o n ,  the 
rmli.billty of r r q u i r a m t s  aervice lrrt be the .pa as, or  
suond only to, the u q p l i e r ' s  service t o  i t s  an u l t i m t e  

LF - f o r  lap-tarn .anice. m L a p - t e W  IC- f i v e  yea11 
or 1-r ud .fi@ aurrr that  service carmot be 

cummers. 

i n t e r p t e d  fo r  economic reesons d i s  intmdcd t o  remain 
reliable cycn vdcr *ne conditions (e.0.. the srppl ier  
must at tcrpf  t o  buy slPerOcncy -ray froo t h i r d  part ies t o  
r i n t a i n  del iveries of LF service). This category should 
not be rad f o r  long-term f i rm  service uhich meeta the 
de f in i t ion  of R 9  service. For a l l  tr-actions ident i f ied 
a LF, provide in a footnote the terninat ion date of the 
contract &find as the car l iea t  date tha t  e i ther M r  
or seller un m i l a t e r a l l y  get out of the contract. 

I F  - fo r  intermediate-tam f im Service. The SIRC ma LF 
service excqt that m i n t a r r d i a t e - t e W  means 1-r than 
m year hrt leas than f i v e  years. 

OF - for short-tern f i l m  service. Use t h i s  categoy fo r  
a l l  f im swvim h e r e  the duration o f  each priod of 
c a a P f t m t  fo r  service is one year o r  lesa. 

UI - for long-tern service from a designated generating 
mit. 'Lmg- teM meum f i v e  yean or larg~. The avail- 
ability md reliability of  service, mi& frao t r m 5 a i c s i m  
caatraintc,  a m t  r t c h  the a n i t a b i l i t y  nd reli.bility of 
decignrted mit. 

IU - for i n t e d i a t e - t e r n  service f r a  a &sgNted 
generating mit. The sane as LU service excapt that 
m I n t e d i a t e - t e r W  aeons longer than one year but leas 
than f i n  years. 

Attachment 1 
Page 3 10 of 397 

KPSC Case No. 99-149 
TC (1st Sct) 

Order Dated April 22. 1999 
Item No. 3 

- 
FERC FORM N0.1 (REVISED. 12-90> Page 310.4 



Date f R Year o f  Report T i s  R 
Dec. 31, 1997 1 8 1  Pm!i!*im I (%b9Ft I - B&YRiFi€E%%Anr 

SALES FOR RESALE (Accant 447) (Continued) 
OS - fo r  other service. Use t h i s  c a t w r y  only for those demmd in  colun (f). F o r  a l l  other types of service, 

services Aich u m o t  be placed in  the 8bwe-deflncd 
catqpr ies,  wch u a l l  m - f i r m  service regardlac of the 
lmth of  tha Untrut ud service f m  decignmted mitr of 
I u s  than m e  year. Describe the tuture of the service in a 
footnote. 
AD - f o r  out-of-period djustrent. (ke t h i s  code fw my 

Y t M t i n g  d j u h a t s  or mtrue-qJcm for service provided 
in prior report ing years. Provide n explautim i n a  
footnote for euh d j u s t r e n t .  

4. Craq wirrentr 119 ula t0seth.r md report t h a  
s ta r t i ng  a t  l i n e  m&er one. A f t e r  l i s t i n g  all 119 sales, 
enter %&total - RW in colkm (a). The rcriniclg ula 
ry thcn be l i s t a d  in my ordcr. Enter mkbtotal-Ym-RQ' 
In co lc r r  (a) after t h i s  l ls t l r rg.  Enter mTotalm in colum 
(a) mc the lut l i n e  o f  the cchedle. Report Hbto ta ls  and 
t o t a l  for o o l r r r  ( 0 )  th& (k). 

S. In colun (e), identify the FERC Rate or 
loriff yubsr. &I . c p r a t e  linac, L is t  a l l  FERC ra te  
rQ.btec or w i f f s  mder Ihich sewice, as idatifid in 
o o l m  Cb), i s  provided. 

6. For @ r a m t s  119 uta rd my typ of service 
fnuolving Qrrd dum iporcd an monthly (or 1-r) 
h i s ,  .mar tho average mnthly b i l l i n g  d m d  in cot- 
(a. tho ~ c . 0 ~  mnthly m-co inc ident  peak (WCP) deaend 

enter w in ml- (d), (e) m d  (f). Monthly YCP denmnd i s  

the utlu v t d  hour ly (60-minRe in tegra t im)  desland 
in 8 mnth. Monthly CP M i s  the o e t m d  dcnand 
&drp the how (6Q-rhte  integrat ion) in Ai& the 
st+plierls .yrta i t s  onthly peak. Dslrrd nported 
in colun<e) rd (f) urt be in aevawtts. Footnote any 
d not s t a t d  rn a mgmatt  b u i c  rd u p l a i n .  

7. Report in colun ( 0 )  the rg.cc.tthourr .ban on b i l l s  
rendered t o  the prrhucr. 

8. Report d dum In CO~M (h), energy dummc in 
calm (1). md the t o t a l  o f  my othor types o f  charger, 
includirp art-of-period d j u t m n t a ,  in d u n  (J ) .  Explain 
in a footnote a l l  -ts o f  the .rmt .hacn in calm 
(j). Report in co1u11 (k) the t o t a l  durgc chaa, on b i l l s  
rendered t o  the pu4u-r. 

9. The  data in calm ( 0 )  thr- (k) u t  be 8tbtotal led 
bued an the Ra/nLm-Ra grorglng (we l r r tn r t ion  4, a d  
then t o t a l l d  an the last line of the .chcb le .  The 
mYbtot.1 - RW lQnt in d u n  ( 0 )  u t  be reported u 
R c q ~ i r a n t s  klen for R e u l e  an- 101, Line 23. The 
m W o t a l  - h - W  IMt in colrrr to) u t  be reported 
u Y m - R l g r i r a n t s  %lea For Resale on pclge /ol,lins 24. 
10. Footnote attries u rcquired md p c w i d e  uptrrtiarr 

f o l l w i n g  a l l  myired dot.. 
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1. R e p o r t  a l l  sales f o r  resale ti.&, sale8 t o  purchasers 
0th.r thm u l t i w t e  e0mum-s) tramacted on a o c t t l a n t  
h i s  other thm pouer exelurges Wing the p r .  Do not 
rport ex- o f  e l e c t r i c i t y  ( {.e., tr-tiom 
inwlving a bmlmcing of W i t s  nd credi ts fo r  energy, 
a p d t y , e t c . )  nd my s e t t l a e n t s  for i.b.lwcd uchrpcr 
QI this Khcble.  Pouer u t  k nportd on the 
krdurd Qarcc u h d t l e  (pge 326-327). 

2. Enter the nme of  the parhnar in c o l u r  (a). Do note 
*late or t r u w r t e  the m or use r-. Explain in 
a footnote any omwd~ip interest  or a f f i l i a t i o n  the 
mspudent h.r with the pmdbuer. 

3. In C O ~ M  (b), enter a S t a t ~ r t i u l  C l u s i f i u t i m  Code 
M on the or ig in1  c o n t m t t m l  tcrrr ad cmditiDn of 
the serviw as follows: 

RQ - for re@rcrntr service. Rcqu i rcmtc  service I C  
. m i c e  lrhich the - l i a r  p l w  t o  provide on m a w i n g  
b l r  (!.e., the urpp l ie r  includcr pJutd lod for this 
.mfu in i t s  systa - pluming). In d l t i o n ,  thc 
relimbflity of r q ~ i r s w t s   le Pat be the ..L u, or  
oacad only to, the u q p l i e r l s  service t o  i t s  o m  u l t i w t e  
tumaw8.. 

LF - for l a - t e r n  service. m L m - t e r o "  .CM f i v e  p a r r  
or l m r  wd meam that  service umot be 

NESI os Note 1 N/A W A  N/A 

NIPSCO os I W C O  22 N/A N/A N/A 

Yorm E n r w  S e w  os Note 1 N/A N/A N/A 

in te rng ted  fo r  u-ic reasmr urd i s  intended t o  ramin 
retiable cyen udcr adverse cordit ions (e.9.. the RIpptier 
u s t  a t t e q t  t o  buy encroary mccgy fra t h i r d  prtia t o  
r i n t r i n  d e l i n r i e s  o f  LF service). This ut- should 
not be used fo r  long-tam f im service rrhich meets the 
de f i n i t i on  o f  IQ service. For a l l  t r r \ u c t l c n c  identified 
a LF, provide in a footnote the tcminmtlon dmte of the 
antrut defined u the ear l ies t  date thmt either lnryer 
or seller cm m i l a t e r a l l y  get out of the contract. 

service except that  * in twad ia te - t .c r '  - lamer thn 
one yenr but lest than f i n  years. 

SF - for short-term f i rm  service. Use t h i s  ut- for  
a l l  f im services &ere the d v a t i o n  of euh period o f  
c m i t r r n t  for service i s  one p a r  or 1-r. 

LU - fo r  long-term wrvice fm a daiqutd generating 
mit. mLong-tnr* meum f iw yeerr o r  loreef. The mil- 
.bility md reliability of service, n i d e  from trammission 
carrtraints, mmt r t c h  the mil.bility ad reli.bllity o f  
designated mit. 

10 - for i n t e d i a t c t c m  sewlea fm a desgrrted 
generating mit. The 8 . a  as UI service except that 
mintermediate-tern" means l o w e r  than m year but l e a  
than f i v e  yurs. 

I F  - for intermediate-term f im SWVice.  T k  n LF 

-. - -  . _  _ _  
12 Y E  
15 NY Stnte E lec t r i c  & Gns 
14 Ohio Edison 

I 
os Note 1 N/A N/A Y/A . 
os Note 1 N/A N/A N/A 

os OPCO 25 N/A N/A N/A 
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services h i c h  w m o t  be p l u e d  in  the .baut-&flned 
categories, such as a l l  n m - f i r m  service ~ r d l m s  of the 
larpth of the wntrut md service froc dtrimtd r n t t s  of 
loss tim one year. Describe the mtwe of the service in a 
footmtm. 
u) - for ar t -o f -per iod a d j u b c n t .  Use t h i s  eode f o r  .ny 

u c u m t i m  a d j u t r n t s  or .tNe-tpsm for service pwided 
in  prior reportim yeors. Provide n u r p l r r t i a n i n a  
footnote f o r  c4ch adjustat .  

4. Crorp n q ~ i r a m t s  10 u l m  together s d  report them 
s t s r t i m  a t  ltne m&er me. After t f s t t r p  a l l  RQ ules,  
onter %&total - IL(r in wlun (a). The M i n t n g  . a la  
ry Uun be l i s t e d  in my order. Enter  mS&total-lmRQm 
in colun <a) a f t e r  th is  l i s t i r p .  Enter qota l .  In dun 
(a) ss the lut l i n e  o f  the Kheblc. Report whtotmts and 
toUl for c o l t m a  ( 0 )  through Ckl. 
I. In calm (e), identify the FERC Rate Sch&~lo or  

T a r i f f  -. QI s e p c r t e  lines, l i s t  a l l  FERC ra te 
rch.6los or t a r i f f s  udcr h l c h  wrvic., as i d m t i f i o d  in 

6. For mi- 10 ula d my tvp of service 

basis, onter tho .rmoa monthly billlm A in d u n  
(d), the m r w e  mmthly  nan-wfncidcnt peak (YEP) * 

Cot- <b), ( 8  pcwfded. 

i nuo lv im  d chrrp.l iw an a m t h l y  (or lagar) 

Date f R Year of R e p o r t  
‘ m & Y R S M  I DI‘mR~eim I ‘b!hWt I Dee. Sl ,  1997 

SUES fm R E W  (A tComt  447) ( C o n t i d )  

mta MA in drmr (d), (e) a d  (fl. W t h l y  YCP dard is 
the u t -  a c d  hourly <6O-dnRe Integration) d 
in  a mth. Mmthly tp r( i s  the r t e r e d  d 
&trim the how ( 6 0 4 r u t o  in tegrst im)  in &ti& the 
ccpel icr(s .yrtcl reaches i t s  m t h l y  w k .  D m  rcpwted 
in  wlrrrr(e) d (f) mmt be in w t t 8 .  Footnote ny 

7. Report in wlur ( 0 )  tha rg.urtthoun ohom m b i l l s  

6. Report d charges in d u n  (h), rnersy chmrga in 

i n l d t r p  art-of-period d j u m t s ,  in wlun (j). U p l a i n  
in  a footnote ail  c a q m ~ n t s  of the .rant ohom in wlu? 
(1). Report i n  wlur (k) the t o t a l  charge .howr m b i l l s  
&red t o  the m e r .  

9. The dmta In wlur ( 0 )  through (C) u t  be s tb tmal led  
b u d a t t h e  M o n - R Q o m p i n a  (see i m t n r t i m 4 ) ,  and 
then t o ta l l ed  on the lmct ltne of theuhrdulr. The 
-otal - RW momt in colrar (01 u t  be reported as 
R . q u i r a n t s  fates For Resale m pgc 401, l i n e  23. The 
w o t a l  - h n - e  m t  in wlur ( 0 )  u t  be crpartd 
.I w m R a q ~ i r r c n t .  Sales For  Resale an pga io1,linC 24. 
10. Footmte artrim as wired d pwi& arrptmtiaa 

d M 8t8tcd 8 w t t  d utpl8in. 

rcndartd t o  the prchuw. 

COLtml (I), rd the t o t a l  of ny athcr tvper of chvpa, 

fo l lar i l rg  a l l  rcqutred data. 

a 

d 
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f c 

11 
12 
13 
16 

1. Report a l l  soles f o r  resale ({.e., snlea t o  purchasers 
other than u l t i r t e  conurcr) tr.nucted on a s e t t l s a t  
bash other than parer u c h m  &ring the year. Do not 
rcport exchnocr of e l e c t r i c i t y  ( i.e., t r r u c t i o n s  
ilwolving a b l n c i n g o f  debi ts d c r e d i t s  forarrgy, 
cqu i ty ,e tc . )  ond my settlements for idmlwced uchvpec 
on t h i s  Khcble. P a r r  ex- uct be reported on the 
Purch.sd Pouer -1. (p8ge 526-327). 

2. Enter the nre of the plrchuer i n  cot- (a). Do note 
. h b m i a t e  or t n n u t e  the m or me K-. Explain t n  

footnote my a r m h i p  interest or a f f i l i a t i m  the 
mpadsnt has u i t h  the pudwar. 

J. In cot- (b), enter a t t a t i a t i u l  C l n s i f i u t i m  Cock 
based on the o r ig ina l  c a r t r o c t u t  terms ond c a d i t i m s  o f  
the service u follows: 
10 - fo r  rcgrlragnrs .anice. Requirements .anice i s  

service h i c h  the r(gplier plum t o  provide on an apoing 

basis ({.e., the r(gplfcr includes projected lod f o r  thia 
m i c e  t n  i t s  s y c t c l  PI.OWW plming). ln ddition, the 
reliability o f  raquiremmts service uct k the ..r .I, or 
ucmd only to, the uOplier'a service t o  I t s  on ult imate 

LF - for l o n g - t m  service. mLong-telr. wn f lw yeam 
or longer rd =fiW - thnt service tmOt be 

conumwc. 

-. I 

PS of lndiama os IWCO 24 N/A N/A N/A 

PSEC os Yote 1 N/A N/A N/A 

RIinbou Energy Mkt os Note 1 N/A N/A N/A 

as1 os Note 1 I N/A N/A N/A 

SALES FOR RESALE (m 447) 

interpted f o r  economic reasons ~d i s  i n t w  t o  rsaain 
n l i . b l e  e w u ~  vdcr h r s e  c a d i t i o n s  (e.0.. the srpplier 
u c t  8tt- t o  buy a r ~ a r y  enerw frola third p a r t l a  t o  
r i n t a i n  del iver ies of LF service). This u t c g o r y  chatld 
n o t b e u r e d f o r  long-tern f i r n r e r v i e c  hich  meets the 
de f i n i t i on  of I1p service. For a l l  truct ias i d m t i f l e d  
u LF, provide in  a footnote the t s r r f t u t l o n  date! of the 
contract defined as the w r l i e c t  dmte that ei ther buyer 
or seller can m i l a t m l l y  get out of  the contract. 

I F  - for intermediate-term f i r m  smice. The s m e  as LF 
aenice auept that m i n t e r r d i a t e - t w  meam lower than 
m year krr leas thn f i v e  p r s .  
SF - for short-tern f i rm  service. Use t h i s  uteOory for 

a l l  f i rm  services &re the a t i o n  o f  ench period of 
caraitrnt fo r  service i s  one p r  or Ins. 

LU - for long-term service from a h i g n a t e d  generatins 
mit. mLag-telr. LY* f i v e  years or 1-r. The mil- 
a b i l i t y  d r e l i . b i l i t y  of service, aside fram t r m i c s i o n  
constraints, u t  r t c h  the a v a i l a b i l i t y  ond reliability of 
d e s i m t e d  mit. 

1U - for i n t e d i a t e - t e r n  acrvice from a decgnated 
generating mit. The swne u W a m i c e  except that 
m i n t d i a t e - t a r r *  PC.III longer than one year but less 
thm f i v e  yearc. 

+- 

9 l P w r  to. of e r i c n  I Yote 1 I I I 
10 lprotinnce Enerav o s 1  Yote 1 N/A N/A N/A 
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- 

Year of Repwt 0ate f R 
B ! $ & Y R ~ A N Y  I Wfl;&Kkim 1 ( b h 7 ~ t  I oec. 31, lw7 

SALES COR RESALE ( k c a n t  147) (Cnntirucd) 

wniccr chich umot b e p l r d  i n  the . b o n - d s f i n d  
ut.goria, urh u a l l  narfim service resardlcu of the 
lavth of the mtrut and mrvice from dea igru td  w i t s  of 
lem thn QT year. Dacribe the nature of the service in a 
footnote. 

llD - for out-of-per iod djurment. Use t h i s  code for any 

In p r i o r  report ing years. Provide m e x p l r r t i a n  h a  
footnote fa eKh djurtmmt. 

4. 6- rsqui-8 110 uta together rd report them 

enter - to ta l  - RW in CO~I,UI (a). The m i n i m  uta 
my thn be l i s t e d  in any order. Enter -otal-(lm-RP* 
in wlun (a) a f t e r  this l i s t ing .  Enter .Totalm in colum 
(a) .I the lut l ine o f  the sdKdule. R c p w t  s b t o t a l s  md 
t o t a l  for wlwn ( 0 )  throud~ Ck). 

5. In d u n  (e), Identify tho FERC Rate tchcble or 
tu i f f  yllkr. On separate llnu, l i s t  a l l  FERC fa te 
.dwdulr or t a r i f f s  urdw Irhfeh oorvice, u i den t i f i ed  in 
colun (b), i s  pcovided. 

6. C o r  reqAr ra ts  RQ ulu rd y t y p c  of sewice 
imolvirp d dum iw an a o n t h l y  (w longer) 
bwis, anter th. .MC.OO mnthly billing darnd in  colum 
(d), tho .ycrroc m t h l y  mn-coincident perk CYW) demand 

W e a n t l W  dJU8-t. OT mtrUTIO(m fOr rWiC#!  proVidd 

8 t 8 f t l W  O t  l f f k  mf QT. Aftw If8tim dl Ut=, 
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11 ulcr for resale (i.e., sales t o  plrdurerr 
t i r t e  cmwrcr) t r n u c t c d  on a rctt lammt !!!mi n power ex- &ring the year. DO not 

axchng.. of e l e c t r i c i t y  ( f a . ,  trr\uctiap 

7,etc.) ad my w t t l a n t s  for ihlmcd uchm 
uhedule. powr udupa uat be nported m thc 
d FWW ach&lc (pee  SZ6-K7). 
Iter the m of the prchaser in d u n  <a). Do note 
ate or t n n u t e  the m or use -. Ulplmin in 
tmte my -&lp interest  or m f f i l i a t i o n  the 
att h n  with the pwchaser. 
wlum <b), m e r  Sta t i s t i ca l  C l u s i f i u t i o n  Cock 

n the original w n t m t u a l  tm d caditim of 
vice as f o l l a a :  

rp I b . l e f m O f  debit8 r d C r a d f t S  f o r m ,  

for - i M t 8  WiU. (Lwt-8 M i #  I8 
I 

chi& the uppllar p l u m  t o  prwide on m T i n g  

os Note 1 N/A 
os Apco 52 N/A 
os Note 1 N/A 
os Note 1 W A  
os Note 1 N/A 

os Note 1 N/A 

i n te rnp ted  for -ic reesccs d i s  intended t o  remin 
reli.ble even uder adverse conditions (e+, the scqplier 
uct a t t c q t  t o  buy arrocney energy f m  third p r t i e s  t o  
r in t r in  del iver ies o f  LF wrvice). This catcgoy .hould 
not be d f o r  long-term f i rm  service chi& meets the 
de f tn i t ton  of R9 service. For a l l  trwrutiarr ident i f ied 
as LF, prwidc in I footnote the temlrution Qte of the 
cmt rac t  defined .I the ear l ies t  date that etther hpx 
or i e l l e r  un m i l a t e n t l y  get art of  ttte cmtmt. 

IF - for tntemediatu-term f i rm  8W~iCe. The L.Ioc as LF 
oefvtca except that W t t e r r d i e t c - t c W  DWU loner thm 
one ynr ~ J C  less thm f i v e  ywm. 

LF - for short-term flra .mice. U.a t h t s  cmtegoy for 
a11 f i rm services the b r a t i o n  o f  euh period of  
c a i t m n t  for service fa one mr or l a c .  
UI - for long-term sewice from a desigrmtcd generating 

wit. ' L o m j - t e  meus f i v e  yb.m or lorrpcr. The mil- 
rbility ud r o l l a b i l i t y  of senice, nide from transmission 
canstmint., U t  r td l  the milability md r e l i a b i l i t y  of 
d n t m t r d  mit. 

I U  - for Intccmdiete-tam service fm a &-tal 
galcrat ing wit. T b  wc .I UI .mice  except that 
% t a r m e d i a t e t e r r a  1- ttmoneywr hut less 
thm f i v e  mars. 

N/A N/A 
N/A N/A 
N/A N/A 
N/A W/A , 

N/A N/A 
N/A N/A 
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1 a R  Date o f  R Y e a r  of R e p o r t  
mR-&Nr I rPI IWR&Ziion I (&RmWrt I Dee. 31, 1997 

SALES F O R  RESALE (kiccou\t 447) (COnt In rd )  
OS - fo r  other service. h e  t h i s  only fo r  those d i n  c o l m  (f). For a l l  other tvpr of service, 

services crhich c m o t  be placed in  the .bon-&fIned 
utagwia, such n a l l  non-firm sewice regardless of  the 
l r p t h  ot the contract and service f r a  desigmtcd m l t s  o f  
1- thm one year. Describe the ~ t u r c  of the service in a 
foomote. 

AD - for art-of-per lod d j r r r t a r t .  Ikr t h i s  codc for my 

in p r to r  report ing yearn. Provide n explumtion in a 
footnote for arch d j r r r m m t .  

4. Croy ,  nquiremmts ua u l e s  together a d  report thcr 
s tar t ing  a t  l i n e  rrrbar ate. After l h t i n g  a l l  W uln, 
ontr %btotr l  - W in wlur (a). The r a i n i n g  uta 
ry then be l i s t d  in  y wdcr. Enter %btotaL-YarRW 
in d u n  (a) a f t e r  thIs l i s t ing .  Enter r l o t r l .  In c o l m  

. (a)  .I the last LIm of the schedule. Report d o t a l s  ad 
total for co111.r (9) thrwgh Ck). 
I. ln c o l m  (e), identify the FEW Rate -le o r  

Ta r i f f  Ilrbr. On s c p r a t a  lim, l I s t  a l l  FERC ra te  
W 1 . r  or t a r i f f s  mder &I& sed- ,  as Identified in  
c o l u r  (b), i a  provtded. 

i nvo lv l rp  d dum t v e d  on a m t h l y  (or longer) 
h i s ,  ontr th. mnoe mnthly bl l l lw d In wlur 
Cd), the average m t h l y  nm-Coincidart P.r: CYCP) deond 

K O M t i n g  . d j C a U a t 8  OC =trUbwm fW WWiO pcoVidd 

6. F W  -ufrrrr t8 IIP 881- d my tVpa of service 

enter tL4 in colrrrp (d), (e) and (fl. )(onthly NCP deawd i s  
the m x t u  m e t e d  hourly (60-mirute Integration) deamd 
in a mth. bnth ly  CP d IC the metered demand 
&ring the harr (60-uinute integration) in  h i c h  the 
applier's ryr t r  redbe8 I t 8  m t h l y  m k .  D c l w d  rcported 
In collrrrCe) md C f l  rat be In r g . w t t s .  Footmte my 
d not s t a t d  on a -tt h i s  md explain. 

7. kcport in w l m  Cg) the megawatthour8 .ban an bI l lc  

6. ~ e p o r t  d t n d  dum in o o l u l  Ch), enww cbargln in 
e o l u r  (11, md the t o t a l  of my other tvprr of eh.reu, 
including an-of-per iod d j m t a w t s ,  In colun (J). Explain 
in a footnote a l l  -8 of t im .rxnt &om in colcm 
(j). R e p o r t  in c o l m  (k) the t o t a l  charge .barn m b i l l s  
nndmd t o  the prdwr. 

9. The data in  wlur ( 0 )  th& Ck) mnt k u b t o t a l l c d  
b e d  on the Itp/warRa graplrp (=e imtnrtion 4). Dnd 
thm to ta l l ed  on the last l i n e  o f  the K)#ble. The 
-&btot.l- Rw rrvlt in wlun (9) u t  he reported u 
R . q u i m t s  %la For R u d e  on pmge 401, l i n e  23. The 
m o t a t -  Y a r w  .IM~ in c o l m  (9) rat be nported 
08 Yar-Rcqufrrents %la For Resale on pW0 401,lin 24. 

rcndaral to the plrdl-r. 

10. Footnote n wid ad e d 8  -8NtI -  

fO l l# t rp  a l l  IqJ i red  &ta. 
In wlur (e), nd the average mmthly coirridmt peak (CP) 

1 R E V E M  I 
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1. R e p o r t  a l l  sales f o r  remle  ({.e., ulcr t o  prrchnerr 
other thm u l t i r t e  consmers) tramacted an a s e t t l a n t  
b f s  other thm power exchanges during the year. Do not 
rqmrt udmwes of  e l e c t r i c i t y  ( i.e., tructiarr 
invlolvirg a h l - i n g  of debi ts end credi ts for energy, 
-ity,etc.) wd my s e t t l a m t s  for i.brlmced uch.ngar 
an th i s  uha&le. Power u c h m  u t  be reported an thc 
Pudwsod hner W l e  (p.0. S26-S27). 

2. Enter the nre of  the pmk.rcr in cot- (a). Do note 
-late or t-to the n u e  or UIC me-. Explain in 
a footnote my aranhip interest or a f f i l i a t i m  the 
nrpmd.nt h# with the prchaser. 

5. In colun Cb), enter a S ta t i s t i ca l  C l u r i f i u t l a n  code 
M on the origin81 contrmctul t e r m  d caditiam of  
the M i c e  Y follotm: 

d c e  hid the - t ie r  plans t o  provide m m orpoing 
b a i s  (i.e., the supplier includcr p r o J r t d  ld for t h i s  
d c .  in  i t s  -tea - pluming). In dditian, the 
r o l f a b i l i t y  of mq~ i raen ts  wrvice mst be the ..r as, or 
..tQd only to, the rupp l ie r% service t o  i t s  on u l t i r t e  -. 

Lf - for long-term scrvi-. mLong-t& m f i v e  years 
or laper d “ f i e  mans that  service umot be 

&a - for -1r-t. 8 8 d C 8 .  R w i - t S  8&= 18 

i n t c r q t e d  fo r  econmic r e a m  rd (8 intended t o  r a i n  
re l iab le  even vder dme conditions (e+, the u p p l i e r  
u t  a t t a p t  t o  buy crcroary energy frm t h i r d  p r t i e s  t o  
r l n t a i n  del iveries o f  LF sewice). This category !should 
not be used for long-term f i r m  senice hid r c t r r  the 
d e f i n t t i m  o f  IQ s m i c c .  Fw a l l  trwructlap identifled 
8s LF, provide in  a footnote the tmimtim date o f  the 
contractdefined as t h e u r l i r t  dnte that  e i ther M r  
or setter CII m i l a t e r a l l y  get 

I F  - fw i n t e r r s d i a t c t r r r  f im merviet. Thc .IIC o8 LF 
sendee uccpt that m i n t e r m a d l a t e - t e  .M longer than 
ane year bn less thm f i ve  yutn. 

SF - for short-tem f i r m  m i c e .  U8e t h i s  utcOory fo r  
a l l  firm services there the b r a t i o n  o f  each period o f  
caritrnt for w r v i c e  i s  one year ar less. 
UI - fw 1ong-t- -ice f r a  a de8igmted aefwfating 

mit. mLonQ-t& ICII. f iw yew8 or 1 ~ .  Thc mil- 
I b i L i t y  d r e l i a b i l i t y  of &a, aside f r a  t r u a n i s s i o n  
c m t m i n t s ,  u t  r t c h  the m i l . b i 1 i t y  end mliIbiLity of 
daignted ulit. 

XU - for intermediatcterm service fra a &-tad 
gemrating mit. The ..L m UI Mcvice except that 
minteradiate-t& meem longer thn me war bra less 
thm f i ve  par+. 

o f  the contract. 
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0 

3 

* -  

wniccr d l c h  umot b e p l d  In the .boua-drfid 
at.gwiar, urh 88 a l l  m f i r m  service rag.rdleS8 of the 
1-6 of the contract and service from designsted m i t s  of 
1- th.n one p r .  Describe the mtva o f  the m i c e  in a 
footnote. 

M - for M-of-period adjusmmt. U s e  t h i s  code f o r  ny 
m i r p  d j u s r t a t s  or *tM--* f o r  service provided 
In prlor reportirp yrclm. p d d e  n u p l m t i m i n a  
footnote for cuh djusbent. 

4. C r a q  r a p i t m a t t e  119 alr together rd rqwrt them 
s t m t i r p  a t  l i n e  rrrkr ane. A f t e r  t l s t i m  a l l  M ales, 
mter %tbtotal - R P  in cot- (a). The remin ing  a l e s  
my than bo l l s t d  In my order. Enter ~ o t a l - Y o n - R Q *  
in calm (a) mftw t h i s  l i s t i r p .  Enter *Totalm in colurr 
(a) n the l o s t  l im o f  the sdwblc. Report &tota ls  rrd 

5. In d u n  (e), Identify th. FERC Rate Schedule or 
fu i f f  N u k r .  On H p . r a t e  l i m s ,  L i s t  a l l  FERC rate 
s d t d ~ l r  or m i f f s  udcr d ich  recvIcc, n i den t i f l ed  In 
colrm (b), i s  prwided. 

6. for r r q u i m t s  119 ulu rd my type of service 
Inwlr l r rg  cbmd charges i.poud on a m t h l y  (or lapcr) 

-Is, entn th. mrr~. m t h l y  b l l l i n g  dard in  cot- 
(&, the mc#a m t h l y  nm-colncidart peak C Y t P )  derpnd 

tot.1 fOr -1- ( 0 )  thw <k). 

In colrr, (e), rd the -rase m t h l y  coincident peak ( C P )  

I m#IE 

enter YA In calm (d), <e) wd (f). )(arthly Ucp d c m d  I s  
ma ariu r t e r e d  hourly (M-minute i n t r g r a t i m )  daad 
i n  a mth. Monthly CP Qwd I s  the metered derpad 

&ring the hour (6O-dnute i n t e g n t i m )  in d ich the 
. r p p l i r * s  system rclchea i t 8  m t h l y  m k .  D d  -fled 
In colurr(e) md (f) mat be in mesaMatt.. Footmte my 
daprd not stated an a ag.wrtt b a t s  rd explain. 

7. Raport in c a l m  ( 0 )  the rgamttharrr 8hm n b i l l s  
radcd t o  the pschner. 

8. Report dead dum in colum (h), meray chnrpcr in  
colrr, (0, m d  the t o t a l  of ny other types of rfurws, 
i n d d i n g  out-of-period djurtaents, in  colun (J) .  Explr In 
in a footnote a l l  eorpmnrs o f  the m t  shotm in calm 
(j). Report in colrrr (k) the t o t a l  h r g c  sham m b i l l s  
rcndcrd t o  the pnch..tr. 

9. The &to In ce1l.n ( 0 )  thrwwh (k) u t  be &tota l led 

then t o ta l l ed  on thc lnt l ine of the sdnble. The 
w o t a l  - RQ. IDu\t in c o l ~  ( 0 )  u s t  be reported as 
Raqul ramts Sales For  Resale onpea401, lfne 23. The 
m o t a 1  - NWW ..~cnt In co lun  ( 0 )  u t  be reported 
a WarRllgrI- E . L a  For R c u l e  on pgc LO1,lim 24. 
10. Footnote entrfn ms required rrd p w i d s  arptmtiorrP 

b.rsd On thc W W m  O w i n g  (8- f l U t - t i m  41, rrd 

f o l l w i r p  a l l  r u p i r e d  data. 
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1. Report  a l l  r a t a  f o r  - le (i.e., ulu t o  purchasers 
other than u l t imate  cmcrpcrr) transacted on a aettlclmt 
b i r  other dun pouer ex- &ring the yHr. not 
wt of e l e c t r i c i t y  ( i.e., trrructiaP 
i m l v i n g  a b d r w i ~ o f  *ita r d c r d i t r  forenergy, 
upc i ty ,c tc . )  end wy s e t t l a e n t r  for irbl.nced ex- 
m thir Khcble. Power - mt be reported on the 
krrh..cd Po#r rchcble <page 326-u7). 

2. Enter the nme o f  the purchaser in dur (a). Do note 
d b m i a t e  or t-te the ~ya or use rm. - la in in  
I footnote .r oncnhip intereat or a f f i l i a t i o n  the 
mpmdent has w i t h  the purchnw. 
3. In solm (b), rntcr a E t a t i a t i u l  C l a s a i f i u t i o n  bde 

bnad on the o r i g i n 1  contractu1 term md caditiom of 
the r e n i c e  n f o l l a r r :  

RQ - for requ imt r  aervicr. R q i r r a t r  ..nice ir 
.mice tdlich the Uqplier p l r r  t o  p r w i d e  on n arpoing 
bair (i.e., the U q p l i e r  i n c l d e s  projected lod fo r  t h i s  
. m i c a  in  i t a  ryrtem m o ~ a  p l m i n g ) .  In d i t i o n ,  the 
rolidsility of v i r a m t s  aervice u a t  be the .ra w, or  
mad only to, the .rgplier 'a aarvice t o  t ta  on u l t i a t e  -. 

LF - for long-tern ranfee. .Lm- tc*  f i v a  p r c  
or longer a d  "fit+ ICI)S that aervice umot be 

I 

6 
'I 
8 

i n t e r r c p t d  for econcmic reasons ad i c  intended t o  -in 
retimbte even Udcr d v m e  c a d i t i o n s  (e.0.. the - t ier  
rrct a t t c l p t  t o  buy c~c~cllcy e r r r ~  from third prtia t o  
maintain d e l i v e r i a  o f  LF senice). This utcgoty oharld 
not be used for long-tern firn service tdlich meets the 
de f i n i t i on  o f  119 aervice. Fo r  a l l  tr-uti- idemtif led 
as LF, provide in a footnote the t e r n i N t h  date o f  the 
emt rac t  ddind oa t h e e a r l i e a t  date that e i therhuyer 
or ae l le r  em m i l a t e r a l l y  

I F  - for intermediate-tern firn renice. T h e  ..r as LF 
aervicc except that . i n t m e d i a t e - t e W  aems 1-c than 
one year but less thm f i v e  mra. 

OF - for 8hort-t- firn amvice. Me thir ategay for 
nLl firn aervica dmrn the b a t i o n  o f  each period of 
colllitumt for sewice  ir om yHr or lara. 

Lu - for lm-tm service froll a daignrted generating 
mit. .Long-t@ meum f i v e  yrwra or tongar. The mil- 
ability md r e l i a b i l i t y  of aervice, oaide fraa t r u r r u l u i o n  
caatmintr, mt match the m l l . b i l f t y  ud r e l i a b i l i t y  o f  
desiquted mit. 

IU - for i n t a r r d i a t e t e r n  atrvtce f ra  a deu-ted 
g e m r a t i m  mit. lka ..r n W service except that 
. i n t c r a c d i a t e - t & m r  lamer t h n o n e  year but less 
than flvc Wra. 

art of  the contract. 

I J 

1 

s ITOTAL I I I I I 
& I  

I 
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Year of Report Date f R 
l !ml&YRf43eRaPAnY 1 {plS[fl)&iion I (y$J;o7Wt I D e .  31, 1997 

SALES FOR RESALE (Accant 447) (Continued) 
OS - fo r  other service. Use t h i s  ut- only for those deapnd in  colu? (f). For a l l  other typcr Of rervice, 

services which c-t be placed in  the mbove-defined 
categories, WEh as a l l  rum-firm service regardless of the 
l e m t h  o f  the u m t r a c t  wrd service frao designated w i t s  of 

1-8 than one yeer. Describe the nature of the service in  a 
footnote. 
AD - for out-of-period djmtmt. Use t h i s  code for any 

m t i w  djurbcnts  o r   true-^^ for service provided 
in prior repwtirp years. Provide on u r p l v v t i o n  i n a  
footnote for each d j u s t m m t .  
4. Grasp rcgulrerntr RQ rates together md report them 

r t a r t i r p  a t  l i n e  nukr one. A f t e r  l i s t i r p  a l l  R9 uta, 
enter %&total - RQ" in colun (a). The r r r i n l n g  ut# 
my than be l i s t e d  in my odor .  Enter mS&total-YarRP" 
in  solum (a) a f t e r  this l i s t i r p .  Enter mlota lm in  cot- 
(a) as the 1-t l i n e  o f  the Khedule. R e p o r t  &totals md 
t o t a l  for colunr ( 0 )  through (k). 

5. In w l m  (e), identify the FERC Rate Sche&le or 
T a r i f f  W r .  On -rate lines, l i s t  a l l  FERC ra te  
Kh.bles or t a r i f f s  v d c r  crhich service, es i den t i f led  in 
wlum (b), i s  provided. 

6. for v i r & n t a  Ro u l e s  .nd my type of service 
l n v o l v i w  c h a m  irp0s.d on a m t h l y  (or targar) 
h i s ,  antw the a m . g e  m t h l y  b i l l i rp  dernd in a l u m  
(d), the m.0~ monthly m - c o i f d d c n t  peak (Yep) dsl.nd 

enter UA in  cot- (d), (e) ud (f). l lonthly NCP deppnd i s  
the .arirm metered hourly (60-mirute integration) dematrJ 
In a mnth. M t h l y  CP d a a d  IS the r t e d  daaad 
b r i n g  the how (60-mirme integration) in which the 
u p p l i e r ' s  s p t a  ruches i t s  m t h l y  p a k .  Dcpprd reported 
in  colulc(c) md (f) M t  be in Icg-tts. Footnote y 
.( not stated on 8 megmatt h i s  ad uplain. 

7. R e p r t  in co lun  to) the r g . u r t t h a r s  rharn on bi l l s  
rendered t o  the purchaser. 

8. R e p o r t  daend charges in colun (h), energy durges in  
colun (I), .nd the t o t a l  o f  any other types of charges, 
i n c l d n g  art-of-period d j u r ~ r ,  In colum (1). Explain 
in a footnote a l l  ccllparmr of the mmmt .has\ t n  w l m  
(J). R e p o r t  in colun (k) the t o t a l  durgc .horn on b i l l s  
rendued t o  the purchaser. 

9. The dmta in co lun  ( 0 )  th- (k) Mt be SIhtotal led 
b o d  m the ~ ~ / ~ o n - l t p  g r a g i n g  (me i ns t ruc t ion  4), nd 
then to ta l l ed  on the l as t  l i n e  o f  the uhedule. The 
'%&total - RW .aant in  cot- ( 0 )  u t  be reported as 
R w i r c r n t s  Sales For  Resale m p n g e ~ 1 ,  lin? 25. The 
%&total - Non-RQ" gDVlt in colun ( 0 )  u o t  be reported 
as N a r R q i r r p a r t s  Sales For  Resale m pnge L01,line 24. 
10. Footmte entr ies as rsquired ad p w i d e  urptnrtia\r 

f o l l w i n g  a l l  w i red  data. 
in eel- (e), md the avermge monthly coincident peak (CP)  

9 
10 
11 
12 
13 
14 

- 
f -3 
x-3 FERC FORM NO.l (ED. 12-91) Page 311.9 

Attacliment 1 
Page 321 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 19'39 
lteiii No. 3 

Next Page i s  320 

, 



c Page 310 Line 13 Column c > 

Note 1 - AEP Power Sales Tariff, AEP companies FERC Electric 
Tariff Original Volume 2 

.=- 

c Page 311 Line 6 Column j > 

Page 311, Line 6 through page 311.8, Line 7 represent 
transmission and ancillary charges associated with account 
447. 

c Page 311.8 Line 8 Column j > 

Page 311.8, Line 8 through Page 311.8, Line 14 represent coal 
conversion services and related transmission and ancillary 
revenues. 
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A c c a n t  
(a) 

1.  Pam P(UIWCTI0N OCPEI#S 
2 A. S t c r  Parer Cawnth 
3 Operation 

5 (501) Fuel 
6 (502) bt- Experpcr 

' 4 (500) *ration srpenirion w i m r i n g  

a FERC FORM NO.l (REVISED. 12-93) 

AaMt for p t  fo r  
m OUI Year 

i C )  
Curr t Year 8) 

$2,811,684 Q.572,976 
c Tl,m1,102 67,697,233 

2,580,010 2,745,938 

~ 
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e 

W 6 6 . M .  017 U C S  .526.?37 

' 'b 

YU(BER OF ELECTRIC DEPARTNEHT WLOYEES 
1. The data on nuber o f  cployra should be reported fo r  construction aaploynr in a footnote. 

the payroll per iod endim nearat t o  October 51, or any 3. The wber of  aploynr assignable t o  the e lec t r i c  
pyroll period endinn 60 d.yr before or a f te r  October 31. &partnmt from j o i n t  f u r t i o m  o f  coabinatlon u t i l l t i c c  my 

2. I f  the respandent'a payroll for the report ing period be ck te  rind by estimate, on the basis o f  c a p l m  cqui- 
includa uy apecia1 c o m t r u c t i m  pmar l ,  includc such wlcntr. Show the estimated of cquiwlent caplgrccr 
0 1 0 ~ ~ 0  on t h e  3. md .hac the &r of  .uch 8oecial at t r ibuted t o  the e lec t r i c  &mrh.ccrt f r a  Joint fwtiaa. . -  
1. Payroll Period Ended (Date1 
2. Total Regular Full-Time Eaploynr 729 
5. Total Part-Time wd Teamran Ealomc 2 

1 U s l r n  
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< Page 320 Line 5 Column B ZW 

ACCOUNT SO199 

Includes a credit pertaining to Deferred Fuel Costs of $1,305,170 
applicable to the current year. 

< Page 323 Line 162 Column B > 

Charges to Account 930.1 - General Advertising menses, include 
costs for advertising as usually defined (i.e., newspaper, radio 
and television advertisements), as well as other public affairs 
expenditures of a general informational or educational nature 
which are included in this account in accordance with FERC 
accounting requirements. Of the total charged to this account in 
1997 $140,964 was related to advertising as usualy defined and 
$72,717 was related to other activities. 
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- _ - -  

1. R e p o r t  at1 power pmh.res .sde &ring the year. tu, tmg-term f im service lrhich n x t s  the de f in i t ion  
report ex&- of  e l e c t r i c i t y  (i.e. transactions 
involving a b l v r i n g  of debits ud credi ts fo r  
energy, capacity, etc.) nd any settleaents fo r  
i k . l n c e d  uch.ngec. 

2. Enter the m o f  the seller or other party in  an 
exchange t rumact ion  in C O ~ M  (a). Do not abbreviate 
or t r u w a t e  the IY or use UT. Explain in a 
footnote my arnmhip interest  o r  a f f i l i a t i o n  the 
rapordant has wi th  the seller. 

3. In colcn-t(b), enter a S t 8 t i B t k O l  C h s i f i C a t i a l  Code 
bsed on the o r i p i n r l  UntruhPl t e r n  nd 
c a d i t i o n s  o f  the service as f o l l a a :  

Rp - fo r  nqu i r raents  service. Rcquirauents cervice 
i s  service th ich  the s rpp l ie r  plans t o  pfwidc on n 
mgoi rp  lmis(i.e., the uOplier includes projected 
lod fo r  t h i s  service in i t s  system rc~ou~e 

plmirp). In d i t im,  the nlhbl i l i ty  of 
nquiraent service must bethe-as, o r d  
only to, the srpp l ie r ' s  service t o  i t s  an ult imate 
C-. 

LF - for long-taro firm service. .Long-teo" mans f i v e  
yem-s or 1-r and . f i e  (am that service umOt 

be i n t e m p t e d  fo r  econopic reasom and i s  intended 
t o  -in reltnble mn udcr h m e  conditions 
(e.#., the sqpl ier  e t  a t t a p t  t o  buy acrgency 
mrgy f r a  third part ies t o  mintrin del ivar ies o f  

of RO tervice. For 811 t r m n s a c t i ~  ident i f ied  
as LF, provide in a footnote the termination date 
of the contract defined as the ear l ies t  date that 
either bupr or seller can m i l a t e r a l l y  gtt out 
of the contract. 

IF - for intermediate-term f i r m  service. The sane as 
LF service expect that  m i n t e r r d i a t e - t d  means 
1- than one war but [as than f in  wars. 

SF - for short-term e n i c e .  UEe t h i s  u t e g o y  fo r  
a l l  firr cervices, &re the &rat ion o f  euh priad 
of comitment fo r  service i s  one year or leu .  

UI - for lap- tcr r  sewice from a designated 
g a r s t i n g  mit. .Long-tee aems f i v e  years or 
1-r. The ava i l ab i l i t y  md r e l i a b i l i t y  o f  service, 
. t ide  from trmmaission constraints, muet r t c h  the 
m i l r b i l i t y  d r e l i a b i l i t y  o f  the derignrted mit. 

IU - fo r  intemediate-term service from a designrted 
-rating wit. The ..y as UI service expect that 
%ter rd ia te - te& '  means l-er than m )wr but 
less than f i v e  yeart. 

Ex - For exchanger o f  e lec t r i c i t y .  Use th i s  category 
for trnrrtims involving a balancing of  debits md 
credits fo r  awrgy,up.city, etc. md .ny s e t t l a r n t s  

4 Indimapo(io Power & Light IF InPC0 21 W A  
5 
6 Temessee Vsllev Authoritv os APU)  52 I N/A 
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a - for other service. h e  t h i s  ut- only fo r  thore 
services hich cmot be p t u d  in the .bovrdaflned 
eatcgoriec, such M a l l  mnfirr service reg.rdlecs of  the 
leneth of the contract nd sewice from desimtd m i t s  
o f  less than one year. Describe the nature of the service 
in a footnote fo r  each djurtaant. 

AD - for out-of-period djmbmt. b e  this code f o r  my 
. c c M t i n g  d j u r t n n t s  or . tnm-qxm f o r  service providd 
in prior r e p o r t i m  years. provide n e x p l w t i o n  in a 

In colum <e), i den t i f y  the FERC Rate &hedl0 M r r & r  or 
T d f f ,  or, for W E R C  jur id ict iam1 sellers, include n 
.pp.opriate dtripnrtion for th. contract. On s c p r a t e  lines, 
l i s t  a l l  FERC ra te  schedules, t a r i f f s  or contract darignr- 
tfm udrr h i c h  service, u identified In colun (b), i s  

For r e q d m t s  M pn'ch..a d any of  servim 
tnvlolvim charges iw on a monthly ( o r  1-r) 
bdr, enter the m t h l y  -rage b i l l i n g  dard in  colum 
(d), the m r a g a  mtlr ly  non- coincident peak (Yep) dccaMd 
In d u n  (e), ad the mmga m t h l y  coincident p.k (cp) 
M in colum (f). For a l l  other types of  service, enter 
YA in c o l u r  (dl, (el nd Cf). Ilonthly ICP dard i s  the 
uiu rtmd hourly (60-minrte integration) deand in a 
mth. Monthly CP dssnd i s  the metered daMd during the 
har (60-miwte integration) in rrhich the u O p l i e r ' c  
s - t a  made8 I t s  m t h l y  peak. D d  reported i n  

4. footnote f o r  each djrrr taant.  

5. prwidd 

c o l r r s  (e) urd ( f) u s t  be i n  m u n t t s .  Footnote any 
daprrl not stated m a l e g m a t t  h i s  and explain. 

6. Report in  colum (0) the r g w r t t h o w r s  sharr on b i l l a  
nndwsd t o  the rapmdmt. R e p o r t  in  c o l m  ( h) a d  (I) 
the w t t h o u r s  of pmr received d delivered, 
u e d  .E the h i s  for oettlaent.Do no t  report net exchange. 

7. R e p o r t  d a d  chuws i n  cotum (j), energy charges in 
colun (k), and the total of my other types of charges, 
inclding o u t - o f - p d d  d j u t a t c ,  in colum (I), Explain 
in  a footnote a l l  caqawnt. of the .rant &an in colum 
(1). Report In coltm (m) the t o t a l  charge 8han on b i l l s  
rwxlved n seal-t by the rapadcnt.for parcr 
-, rapwt fn eel- <.L) the sett leaent cmDvlt fo r  
the net receipt o f  -.If more u w s y  ms delitrrred than 
m e i d ,  mtw a neg.tivc m t .  I f  the s e t t l a m t  rant  
(1) incldc creditr or charges other then incraDnt.1 
gemration -, or (2) uccluda ce r ta in  credi ts o r  
durpa covered t the wreeamt, provide macp lmmtory  
footnote. 

8.  The dsta in  co lur  <rr) through (m) mt be totalbed on the 
last l i n e  of thc orbcdule. The t o t a l  mmmt in  colum to)  
Mt  be reported .L Furchacec on pmge 401, l i n e  10. The 
t o t a l  rpurt in drr? (h) Ust be reported M EXChWUe 

R c c e i d  on p.ge COI, l ine  12. The t o t a l  .rant 'in colum 
(I) u s t  be r e p o d  OS Exchange Delivered m page 401, 
line 13. 

9. Footnote entr ies .I required and provide uqJlmot iars 
fo l louing .It required data. 

. . ,  
I 01 2 

~ ~~ ~ 

0 3  

5 
271 3,473 3.473 4 
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Year o f  R e p o r t  
w = - m  Dec. 51, 1997 

PURUU WUER (AC t 553) 
mClSng power CXT- 

report exchanges of  e l e c t r i c i t y  (i.e. t r w a c t i o n o  
involving a b l u w i n g  o f  d i t s  and credits fo r  
energy, up.city, etc.) end any s e t t l u r m t s  fo r  
1.b.lenCed exch8nges. 

2. Enter the - o f  the se l l e r  or other p r t y  in an 
uch- trauction in cot- (a). Do not . b k c v i a t e  
or t m t e  the - or use rrorry.r. Explain in a 
footnote my omerrh ip  interest or a f f i l i a t i o n  the 
mpadat h a w i t h  theseller. 

3. In colran<b), enter a S t a t i s t i c e l  C t n s i f i u t i o n  Code 
based on the o r ig ina l  cmt rac t rP l  t e r n  and 
caditim of  the service as f o l l o w :  

R9 - fo r  tcquireamts service. Requirements service 

m i n g  b i r ( i . e . ,  the n p p l i e r  i n c l h  projected 
lod fo r  t h i s  service in i t s  qxta resource 
plmiw). In dditim, the relfablility of  
rcqu i raent  s m i c e  u r t b a  t h e r r r a s ,  o r &  
only to, the s w l i e r ' s  service t o  i t s  an u l t i m t e  

i 8  service d i c h  the 8 w i i W  plWa t o  provide on M 

CQIWcrs. 

LF - fw l a p - t e r n  firn 8ervice. mLong-te* mens f i v e  
years or l m r  end m f i r d  memu tha t  service c m t  
be interrrpted f o r  economic reasow d i s  intmded 
t o  w i n  re l i ab le  mn uder atverse conditions 
(e.g., the u g p l i e r  must atteapt t o  buy cacroary 
energy f r a  t h i r d  per t ies  t o  m i n t a i n  del iveries of 

of IKI service. For a l l  truwctlms identified 
as LF, provide in  a footnote the termination date 
of the contract defined as the ea r l i es t  date that 
e i ther bujer or se l le r  can m i l a t e r a l l y  get art 
of  the c o n t r r t .  

I F  - for intermediate-tern fim service. The sane as 

LF service upct that mintecacdiate-terd means 
1-r t h m  one yeor but less than f i ve  years. 

SF - fo r  short-tern service. Use t h i s  Category fo r  
a l l  firm services, there the duration of CKh period 
o f  camnitmmt for service i s  one year or less. 

LU - fo r  long-term service from a designated 
generating mit. ULong-tercl" r a m  f i v e  yeam or  
1-r. The m i l a b i l i t y  ud r e l i a b i l i t y  o f  servicie, 
aside fraPl t r r r c l l i u i o n  c ~ l l t m t n t i ,  rrrt match the 
m i lab i l i t y  end r e l i a b i l i t y  of the higrpted mft. 

1U - fo r  i n t e d i a t e - t e r m  service f r a  a deoigrutcd 
generating wit. The SIC as LU service expect that 
m i n t e r r d i a t e - t e W  mmm 1-r than m year but 
l r s  thm f i v e  years. 

EX - For  exchanges of  e lec t r i c i t y .  Use t h i s  category 
f o r  trarrrtionr involving a b l e n c i n g  o f  debits a d  
credi ts fo r  energy,c.p.city, etc. end my s e t t l e ~ m t s  
fo r  i h l n c e d  exch-. I 
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05 - fo r  other service. Ute t h i s  category only fo r  those 
cervices rhich c m t  be ptued in the above-defind 
categories. such as a l l  m f i m  service rtgardlesm of  the 
lecrgth o f  the c o n t n c t  ud service f r a  designated r n i t c  
o f  l a c  thm one year. Describe the nature of the service 
in  a footnote f o r  e.ch adjustment. 

AD - for out-of-period djustmmt. UW th is eode for my 
.ccMting d j u r t m t s  or "true-t#ls. for service provided 
in prior reporting yum. Pnrvidc n explumtion in a 

In c o l m  (e), identify the FERC Rate Schsble Y b r  or 
Tar i f f ,  or, for d E R C  j u r i d i c t i a w l  wllem, Include M 

.pproprfate designation for the contract. On separate lines, 
l f s t  a l l  FERC r a t e  Khcbla, t a r i f f s  or contract design- 
t i o m  ud.r a i c h  w n h ,  as idmtified In cot- (b), i s  

For W i - t s  U9 purchases d my tvp of  cervices 
I tvmlving d ch.rgec i-ed on a m t h l y  ( or 1-r) 
h i s ,  u t t e r  the mnthly overage b i l l i n g  dcrnd in colra, 
(d), the w a g e  m t h l y  m- windbm @ (YCP) deand 
In cdm (8) ,  d the m r m  m t b l y  COkfdDnt p k  WF') 
1 In c o l m  (f). For  a l l  o t k f  types o f  oervice, enter 
M In c o l u r  (d), (e) md ( 1 ) .  Mmthly YCP dcrnd i s  the 
uiu r t e r e d  hourly (60-miwte integration) demwd in a 
mth. Monthly CP d e a d  i s  the metered darnd &ring the 
har (6O-mfwte fn tsgnt fon)  in lhfch the q p l i e r ' c  
.y.tr e e s  i t s m t h l y  pmk. D d  reported in 

4. footnote for euh djustmnt. 

s. provided. 

colranc (e) md ( f) n m t  be in aegawtts. Footnote any 
deawd not stated on a rgwcltt b s i c  md explain. 

6. R e p o r t  i n  colum (9) the r g m t t h w r r  an b i l l s  
&red t o  the mpadcnt. R c p o r t  in c o l m  ( h) d (I) 
the rgwmtthourc of  power exch.nDcr received d &livered, 
used n the hasit for .c t t lac r t .Do not report nct exchange. 

7. Report demmd chams in  c o l m  (j), enemy charges in  
colun (k), md the t o t a l  of ry other types o f  charges, 
including a R - o f - p r i d  d j u s t l m t s ,  in c o l a  (l), Explain 
in  a footnote a l l  c c q o n a t c  o f  the onmt .ban in alum 
(I). hport  in wlun (m) the t o t a l  c h a m  .ban m b i l l s  
received n s e t t l a c r t  by the rcrpadat. For power 
ex-, report in c o l m  (m) the settlement mant for 
the nct rccaipt o f  arcgy.lf m r e  arrw u n  delivered than 
received, enter a nesmtiw m t .  I f  the r t t lm t  m t  

(1) iKl& cred i ts  or dwges other thm i n c r a a t a l  
-ration urprrces, or (2) excludes certain credi ts or 
charges covered by the .gn?-mt, provide murplalutory 
footnote. 

8. The Qta in c o l l a  (a )  thrargh (m) u s t  be totalked on the 
last l ine o f  the rchsble. The t o t a l  rovIt in wlun ( 0 )  
uI t  be reported as Rrchnes on p . 8 ~  401, line 10. The 
t o t a l  . . ~ t  in wlun (h) Mt be reported a Exchuee 
Received on page 401, tint 12. The t o t a l  .IMt i n  wlun 
(i) u s t  be reported n Exchmge Delivered on paw 401, 
t i n  1s. 

9. Footnote entr ies BS wired ud provide q l m m t i a \ r  
fol lowing a l l  required data. 
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1. R e p o r t  a l l  pacer purchos~lirde &ring the year. tco 

rcport uchuuec of e l e c t r i c i t y  (i.e. t r u u u t i o n s  
inuolving a bcl.ncing o f  debits md crcdi ts fo r  
energy, upclty,  ctc.) ad ny s e t t l c m t s  fo r  
idalwnd exchnger. 

2. Enter the nome of the seller or othw p r t y  in on 
ex- trwclctlm in c o l m  (a). Do not .bkav ia te  
or t r inco te  t h e m  or m e  uronyu. Explain in a 
footnote my omerrhip interest or a f f i l i a t i m  the 
rupondmt h s  u i t h  the seller. 

5. In col-b), enter a S t a t i s t i d  Clnsifiutim tode 
&sod m the orlginol emtrocN.1 t enr  md 
d i t i o n s  of the service os f o l l a a :  

RQ - fo r  rcqu i rconts  s m l c e .  Rcquirapatr service 
i s  service rhich the wppller p l a r  to  prcwide m an 
wing bocis(i.e., the q l l e r  i n c l h  p c o j s c t d  
l o d  f o r  t h i s  service in  i t s  s y c t a  rewurce 
plmim). In dditim, the nlirblllity of  
requinrant senica m m t b e t h c u r n ,  w s d  
only to, the u g p l i e r ' s  unice t o  i t s  on u l t i r t e  
tQpuatc. 

LF - for l m - t e r m  f i r m  service. BLorrg-teW mans f i v e  
yews or 1-r ond ' f i e  mwm Uut service umot 
be interrrpted for econmic masom md i s  intaded 
t o  rc r in  re l i ab le  ewt rndcr dnna caditiom 
(e.9.. the srpplter lrrt a t t v t  t o  b y  a r ~ a n c y  

anergy frolr t h i r d  p o r t i a  t o  r i n t a i n  del lmiec o f  
LF service). This cotenow should not be used fo r  

of Rp service. For a l l  transactions ident i f ied  
n LF, provide in  a footnote the termination date 
of the c m t r c t  defined as the ear l ies t  date that 
e i ther M r  or seller can m i l a t e r a l l y  get out 
o f  the contra&. 

I F  - for i n t e d i a t e - t e r m  f i rm  service. The UI as 
LF service utpct that m in te r rd ia te - te ra *  m e w  

lorper than me year but less thon f i v e  p m .  

SF - for short-tern service. Use t h i s  catcgory,for 
a l l  f i rm s m i c a ,  there the duration o f  eo& period 
of coaiaent for service i s  one yur or l a c .  

W - for lmg-term c e n i c e  f ra a designated 
generating wit. .Long-terrd' memu f iw yearn or 
lm. The a n i l o b i t i t y  end reliability of  senicc, 
nib f r a  t r m s m i u i o n  constraints, Mt r t c h  rhe 
m i l o b i l i t y  nd r e l i o b l l i t y  of the desiglutd mit. 

t u  - for i n t d i a t e - t e r m  ccrvicc f raa  a desigmttd 
generating mit. The cme as LU service expect th i i t  
B i n t m c d i o t c t e W  means longer than one p r  hrt 
less than f i v e  years. 

M - F o r  adtm@ec of e lec t r i c i t y .  Use t h i s  category 
fo r  transactions imo lv ing  a brloncing of dabits .nd 
credi ts for .nrgy,up.city, etc. ad my wt t lanentc  

Attachment 1 
Page 332 of 397 

KPSC Case No. 99-1 49 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

..I 

FERC FORM NO.l (REVISED 12-90) PAGE 326.2 



e 

d 

OS - for  other service. lke t h i s  category only for those 
s m i c a  lrhich carnot be p t u d  in  the abovedefined 
catagoria, wch as al l  nonfim service regardleu of  the 
l-th of the contract nd sewice from desiensted m f t s  
of less than one year. Describe the m t w e  of the service 
in a footnote fo r  each djurtrart. 

AD - for out-of-period djustment. Use t h i s  code for m y  
accomting d j u e c n t s  or "true--= for service provided 
in prior nportinp yurr. Provide m e x p l u u t i o n  in  a 

In colur (c), i den t i f y  the FERC Rate tchcble yukr or 
Tar i f f ,  or, for &ERC ] w i d i c t i a u l  8elLers, inclrdc n 
m i a t e  designmtion fo r  the contract. On separate lines, 
l i s t  a l l  FERC ra te  schedular, t a r i f f s  or contract desigru- 
tim vdsr lrhich . m i c e ,  .I Idatifid in  colum (b), i s  

4. footnote for each djratmt. 

5. provided. 
For nquiramtr Ra pllwhsm rd my type of 8 e n i m  
i w o l v i n g  d c h a m  i@ on a m t h l y  ( or  longer) 
buir, enter th. monthly mr- b i l l i n g  d e a d  in d u m  
(d), the maraga m t h l y  now coincident peak (Yep) dasnd 
in colun (01, rd the mrwe m t h l y  coincident pemk (CP) 
1 in colrr, (f). For a l l  other types o f  service, enter 
Iu in colums (d), (e) wd (f). Monthly YCP dasd i s  the 
uiu metered hourly ( 6 0 - a i m e  integration) darmd in a 
mth. Monthly CP d i s  the r t e n d  damnd &ring the 
hov (60r i fw te  integration) in ai& the u p p l i e r a s  
ryr t r  ruchcl i t s  m t h l y  p.lr. Demand reported in  

colurr (e )  a d  ( f) u t  be i n  rcgmmtts. Footnote vy 
d e a d  not stated on a m g w a t t  b i s  wd explain. 

6. R e p o r t  in colrm ( 0 )  the r g - t t h a a c  &om on bl l ls  
nndered t o  the rcopadart. Report in colrr, ( ti) and (1) 

used u the h i s  for 8 e t t l a m t . W  not report mt exchange. 
7. R e p o r t  * dum in  cot- (J) ,  awrw charges i n  

colrrr Ckj, rd the t o t a l  o f  m y  other type8 of c h a m ,  
includinp au t -o f -per id  d j u t m t c ,  in colurr (l), Explain 
in a footnote a l l  c a p a a t s  of the w t  rhar, in coltam 
(1). R m  in  colur C.1 the t o t a l  charge rhar, on b i l l s  
received as s e t t l a e n t  by the r-. For parcr 
exdmges, report in c o l u r  (a) the s e t t l c r a t  OlRnt fo r  
the mt r r r i p t  o f  arm.lf a m  energy (Q. delivered than 
received, enter a negative a t .  I f  the s e t t l a e n t  uanmt 
(1) inctrdc e d i t .  or c4wgas other thm incnacnta l  
generation -, or (2) excludes cer ta in  c red i ts  or 
c h a m  cavered by the agrement, @de muplmtory 
footnote. 

8.  The dsta in wlur ( 0 )  throud~ (.) ust ba t o ta l l ed  on the 
l as t  lim of the rchcble. The t o t a l  m t  in co lum ( 0 )  
met be reportd a Wrchues on pew 401, l i n e  10. The 
t o t a l  IMt in colun (h) ust be mportd u ExChange 
R m i n d  m page 401, l i n e  12. The t o t a l  .IMt in calm 
(i) mmt be reported ea Exchmue Delivered ai m e  401. 
l i n e  13. 

9. F o o t m e  entr ies u required wd provide slql-t ionc 

the clsguttharr of pacac uchvpac m c i v e d  rd delivered, 

fo l louing a l l  w i r e d  data. 
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Ywr of  R e p o r t  Date of R 
r n " A N Y  I BrmR&!%im 1 . (@?3?j0Ft I Dac. 51, 1w7 

YL%?ng-dAz3&%Q3) 
1. Report a l l  power prrcharcr made during the year. lro long-term firm service d i c h  meets the de f i n i t i on  

report exchanges of electricity (i.e. transactions 
i m l v i n g  a b a t u r i n g  o f  debits ud credits f a  
enem, capacity, etc.) a d  any settlaacntc fo r  
i&ml.md cxchangcc. 

2. Enter the nmne of  the se l ler  o r  other prty in an 
uchr*lge t r a w c t i m  in  co lum (a). Do not .$bnviate 
or t m t e  the llllc or m e  mcrmyms. Explain in a 
foo tmte  any o m e n h i p  interest  or a f f i l i a t i o n  the 
mcpondmt hmr uith the se l la .  

J. In c o l m ( b ) ,  enter a Sta t i s t i ca l  C I a c r i f i u t i o n  Code 
bmsed m the or ig ina l  c o n t r o c t u l  terms ud 
caditiom of the service u follows: 

RQ - for requiraaatr service. ReqJiraentc 8ervice 
I s  service rhlch the rrpplier plans t o  provide m n 
angoing buis(i.e., the s q p l i a  ih-ludcr projected 
load for th i s  o m i c e  in I t s  sys tm resource 
pluming). In dditim, the reliablility of  
raqui l rn t  service u m t  k t h e u c n .  oraocond 
anly to, the s q p l i e r ' s  service t o  i t s  o m  u l t i r t e  
~ I n e r n .  

LF - for long-term firn service. 'Long-tlrr. m u m  f i n  
years or longer .nd 'fiw m that service Ulnot 

be interrupted fo r  ecarrsic reasons and i s  intended 
t o  remain reliable even undcr adverse c d l t i m  
(e.9.. the sqptier  aat a t t a p t  t o  buy a e r o c n ~ y  

a r r g y  frm t h i r d  par t ies  t o  mnintain d e l i m r l e s  of 

of RQ service. for d l  trmsactiarr ident i f ied  
n LF, provide i n  a footnote the termination date 
o f  the contract defind as the ea r l i es t  date that 
e i ther tufer or seller can m i l a t e r a l l y  get out 
of the contract. 

I F  - for in te r rd ia te - te rm f i rm service. The as 
LF service upct that mintemediate-tera* meam 
Longer than one year but le8s thrn fin2 parr. 

SF - for 8hort-term service. We t h i s  category fw 
a l l  fim cervices, here  the &rat ion o f  each period 
of  coaitaent for service i s  one year or less. 

u) - for long-tern service fm a designated 
generatilvj mit. .LaW-tarrr ryII f i n  years or 
longer. The ava i l ab i l i t y  w d  r e l i a b i l i t y  of a m i = ,  
n ide  fma t r m i s s i m  cumtr.int., u s t  r t c h  the 
m i l a b i l i t y  md reliability of the dmigmted mit. 

IU - for intermediate-term service frcm a dcrignatcd 
generating mit. The ..L u LU service expect that  
. i n t e m d i a t e - t e W  aeons longer than om year hrc 
less than f i v e  years. 

EX - For exchange8 of e lec t r i c i t y .  Use t h i r  category 
for trwrtim involving a bmlmcing of debit8 md 
cred i ts  for energy,up.dty, etc. nd uy sett lc l la\ ts 
f o r  ih lanced  exchanaco. 

,- *,.- 
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OS - for other service. Use t h i s  category only for those 
services h i c h  UmOt be placed in  the abovedefined 
categories, such ma a l l  nonfim service regardleu of the 
larpth o f  the contract .rd service fm desiqutcd m i t s  
o f  less than one year. Describe the (Ute of the service 
in  a f o o t m t e  f o r  each adjustment. 

u) - for out-of-period adjustat. UH t h i s  cock for my 
K c M t i l r o  d j u r t m t s  or .true--" for . m i c e  provided 
in prlw reportilro yearc. Provide .n explamtlon in  a 

In cot- (e), idartify the FERC htr khsblr Y h r  or 
Tari f f .  or, for M R C  jurisdictiaul sellers, Include an 
m i a t e  d e c i m t i o n  for the contract. On -rate lim, 
l i s t  a l l  FUc r a t e  .chcbler, t a r i f f s  or contract &signa- 
tlm vd.r h i c h  service, as i d m t l f i e d  in cot- (b), i s  

5. footnote for 6.dl a d j u s t a t .  

5. pwidd. 
FW v i m 8 W  d m t y p s  ofSWViCes 
iwmlvim M dum iqoccd an a monthly ( or lower) 
b u l s ,  snta the m t h l y  mr.o. billim demnd in coluan 
(d), tho .rrwrg. m t h l y  mrr colncldent peak (YC?) Qlrnd 
In colm (e), a d  the mrw m t h l y  coinddmt F k  ( C P )  

In dun (f). F o r  a l l  other types of sewice, enter 
YA in  d u r a  (d), <e) ud (f). knth ly  YCP &mad i s  the 
uiu r t d  hourly (60-rirwte integration) davd i n  a 
mth. Monthly CP dc(liMd I s  the metered derasnd &ring the 
hour (60rfrute fn tegra t im)  in  chich the srgplier'c 
s y s t r  muha i t s m m t f d y  pesk. Ocllsnd nported i n  

cot- (e) d ( f)  ust be in cegauattr. Footnote uy 
dslrnd mt stated on a argmmtt bosir  ad explain. 

6. Report in cot- (01 the - t t h a n r  shown on bills 
rendered t o  the nspadart. R e p w t  in colum ( h) a d  (i) 
the -tthaa of parc udupcr received and detivcred, 
used n the h i s  for 8 e t t l a n t . D o  mt report nt uch.ngc. 

7. R e p o r t  charges i n  cotun (j), cnsruy charges i n  
c o l m  (k), md the t o t a l  of my other typr of c h a g ,  
i n c l u d i m  art-of-period d j u r t m t s ,  in  cot- (11, Explain 
in  a footnote a l l  -ts of the ammt shan in c o l m  
(1). Report in colrrr <a) the t o t a l  chargc rhon on bi l ls  
received n s e t t l e  by the raymdent .For  pam 
Uchrgcr, rclpat in colun (a) the s e t t l c m t  DlDRnt fo r  
the net receipt of -.If mom HLS delivered than 
received, enter a negative a m n t .  I f  the s e t t l c m t  uatnt 

(1) Inclub a d i t s  or dum other than i i w r a m t a l  
g a m r a t i m  -, or (2) excludec cer ta in  credi ts or 

footnote. 
8. ~ dmta in cot- ( 0 )  th- (a) U t  be t o ta l l ed  on the 

tact  Line of the schahle. The t o t a l  mcmt in colrmn ( 0 )  
u s t  be rrported n RsduM. m pge 4D1, t i n  10. The 
t o t a l  ..~ult In colun (h) u s t  be reported n Exchuwe 
R e a i d  an psge 4D1, llne 12. The t o t a l  uatnt i n  c o l m  
(i) ust bo reported n Exdurrpe Delivered on p g e  MI, 
lln 13. 

9. Footnote entries n I-eqIfred rd provide ucplanrtionc 
followilro a l l  nquired dmta. 

c h a w  Mtred by the agr r run t ,  providc r r s r r p l w r t o r y  
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report uchrrpn of  e l e c t r i c i t y  ( l a .  tranutionr 
fnuolvfng a b a l n w f m  o f  M f t s  md crcd i ts  fo r  
energy, capcity, etc.) ad any s e t t l a a t a  fo r  
i h l m l c e d  uchrpec. 

2. Enter the rye o f  the se l l e r  or other party In an 
uchmge trwrcoction in colum (a). Do not . h k e v l a t e  
or t r u n x t e  the m or ULC urm. Explain In a 
footnote any arrrshlp i n te res t  or r f f i l f a t l o n  the 
mpadat has with the seller. 

5. In  c o l w b ) ,  enter a S t a t l a t i u l  C l r s i f l c l t i o n  Code 
baud on the w i g l l w l  contractu1 twms nd 
cmdit lorta o f  the m i c e  8s follows: 

RO - for rcquiremmts cervlce. Rcquirronts c m i c e  
I s  service W c h  the ~ g p 1 i . r  p lus t o  proride on an 
mina buis(i.e., the Hgplier includa projected 
lod for t h i s  aenia in  I t a  ryrta rcuIlcee 
plmfng). In ddltlon, the n l i a b l i l l t y  of 
raqulnwnt service m a t  be t h e -  m, o r d  
m l y  to, the rrpplier's a r n i c a  t o  l t s  on ult imate 
CQI.uccI. 

LF - f o r  long-tern f l r m  a m l e e .  mLorp-teW mema f i v e  
years or longer ud ' f i e  mcam thet  servlce emnot 
be interrrpted for economic macis md i s  inturkd 
t o  r m a i n  reliable even urdar .dVCrse t m d i t l o n s  
(c.o., the r rOp l ie r  u c t  rttapt t o  buy crrgary 
mrgy frcm thlrd partlea t o  r i n t a i n  deliveries of  

of RQ senice. For a l l  tr-tions Identified 
BS LF, provide i n  a footnote the t e r d N t h  date 
of the cantract defined n the e a r l k t  date that 
either bjer or seller UCI un i l a te ra l l y  get out 
of the contract. 

I F  - for in te r rd fa te - ten ,  f i r r  SWVfCe. The a- as 
LF senice expect that m i n t m c d i a t e - t H  r a m  
longer thm QY year but less than f i v e  yearn. 

SF - fo r  short-term service. Use t h l a  ut- for 
a l l  f i r r  services, h e r e  the duration o f  e d ~  period 
of  cacaritumt for servfce,is QT yew or Lars. 

LU - for long-term amice  frcm a d e a i p t d  
g a r r a t i n g  unit. .Larp-t& f i v a  yum or 
larger. The w a i l a b f l f t y  nd r e l f . b f l i t y  o f  .mi-, 
aside f r a  t r m i u i m  c m t r a l n t a ,  u m t  r t c h  the 
mll8billty rd reliability of the d e s i m t d  mit. 

IU - fo r  i n t e d i a t e - t m  service frcr a deslgnrted 

. in ter rd la te- t@ RCUI longer than one y-r but 
less than f i ve  years. 

g a r r n t i n g  unit. The * N e  as UI .mice axpact that  

EX - For uchmges of e lec t r i c i t y .  Use th ts  utagwy 
for t r - t lam involving a balancing of deblta ud 
crcd i ts  for -,upcity, etc. ad ny s e t t l c m t c  
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OS - fo r  other service. Use th i s  category only fo r  t h w e  
cervices rh ich  UmOt be placed in the .bon-defind 
catagories, weh as al l  nonfim service reaardlecc of the 
lcngth of  the contract and service fm decignnted w i t s  
of l a c  tha one yur. Describe the nature of the s m i c e  
in a footnote for each djurtmmt. 

AD - for out-of-period adjustment. Use t h i s  code for any 
m t i n g  d jua tmtn ts  o r  %-ue-tpaa for service provided 
in  prior r c p o r t i w  years. Provide a explamtion in  a 

In cot- <e), i d a t i f y  the FERC Rate Schcdule W u h r  or 
lu l f f ,  of, for mnFERC juridlttlaul sellers, include M 

q p r o p r l a t e  h i p t i o n  fo r  the contract. QI separate lines, 
l i s t  all  fERC ra te  rchedules, t a r i f f s  or contract dcrlgnr- 
ti- ud.r rhich service, IS identified In calm (b), i s  

For W i r r a n t s  R9 purchases rd any type of services 
involving darnd charges imposed m a monthly ( or longcr) 
brh. onter the m t h l y  average b i l l i n g  demand in colum 
(a, the mnoa m t h l y  now colncident peak (WCP) M 
in col- to). ud the average anthly coincident pwk tcp) 

in c o l m  (f). For all  other tvp. o f  service, enter 
IA in cot- (d), (e) nd (f). Monthly WCP dcand i s  the 
lrriu r t e d  hourly (6O-minrte integration) deapnd in a 
mth. Monthly CP dcarnd i s  the a t r e d  demmd during the 
how ( 6 0 r i n u t e  integration) in rh ich  the s rpp l ie r ' s  
sys t r  reaches i t s  m t h l y  peak. D a n d  reported in  

4. footnote for e adjustment. 

I. provibcd. 

colums (e) nd ( f )  w s t  be in  Lgauattc.  Footnote any 
d e a d  not stated on a aegawatt basic rd explain. 

6. Report in cot- (9) the Lg.cc.tthwrs shorn on b i l l s  
&red t o  the rrrpordecrt. Report in colcmn < h) ud (i) 
the rgm~a t than ' s  of pouer exchwoar mcid m d  delivered, 
used as the h i s  fo r  settleaent.Do not rapwt net uch.ngc. 

7. R e p o r t  dgwd c h a w  in c o l ~  (I) ,  energy charges in 
d u m  (k), d the t o ta l  of any other types of  c h a m ,  
i n c l u d i w  out-of-period d j u s t m t s ,  in colrrr (11, - la in 
in a footnote ell  c m p a m t s  o f  the m t  rhar, in  d u m  
(1). Report in colum (a) the t o t a l  d a m e  &on an b i l l s  
received IC sett larcnt  by the mpadcnt. Fw pacar 
urdmngcs, report In colum (a) the s e t t l m m t  mmmt for 
the net receipt of energy.If .ore energy uns d e l i n r e d  thn 
meived,  entor a negative momt. I f  the s e t t l c r n t  ammt  
(1) i n c l d e  credi ts o r  charges other than incrcaarrtal 
generation expamec, or  (2) excludes cer ta in  c red i ts  o r  
c h a w  conred by the agrecmt ,  provide a ucplaMtay 
footnote. 

8.  The data i n  colrnn (9) through (r) rSlt be t o t a l l d  on the 
last l i ne  of the schedule. The t o t a l  m in  colllr (#I 
rart be nported m Purchaser m page 401, l im 10. The 
t o t a l  n x m t  in tolum (h) urt be m t e d  u Exchmpe 
Received on p.ge 401, l i n e  12. The t o t a l  nnnt in  colum 
(I) u s t  k reported as Exchange Delivered on pge 401, 
l i n e  15. 

9. Footnote entr ies as required and provfdc expl.nathms 
f o l l w i n g  a l l  required data. 
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lmg- te rn  f i rm service hi& r e t s  the 
m3?,-&!3) 

1. Report a l l  parer purchases made during the war. lso 
report -changes of  e l e c t r i c i t y  <i.e. transutirm 
involving a bmlwwirp o f  debits ud d i t s  fo r  
energy, u(wdty, etc.) md my r e t t l a e n t c  fo r  
i * L d  ucchmgn. 

2. Enter the - of the seller or other party in  an 
uch- trwKtion in  d u n  (a). Do not &breviate 
or t r v u t e  the N or use rmnyu. Explain in  a 
footnote my omemhip interest  or a f f i l i a t i o n  the 
mapondmt has wi th  the aeller. 

3. ln colm(b), anta a Sta t i s t i ca l  t l u s i f i u t i m  to& 
b.ud on tha o r i g i n 1  cmtrutul t a r s  and 
cardi t ions of the service ea fol low: 

119 - fo r  requ i rgents  8ervice. Rcqriramcnts service 
i s  servicm hi& the upplier plus to  v i d e  on an 
mirp buis(i.a., the r rpp l i e r  i n e l d e a  projected 
lod for this aervicm in i t 8  system resource 
plmirp). ln dditim, the r e l i a b l i l i t y  of 
nquireomt service m e t  be the uc as, or second 
only to, the s rpp l i e r ' t  eervica t o  i t s  o m  ult imnte 
conamem. 

LF - for long-term f i r m  8erviee. .L--teR. w five 
yearn or lapar d m f i r d  mmna that o m i c e  a m o t  
be I n t e r r \ g t d  for economic reesau ud i s  intended 
t o  r a i n  re l i ab le  even vder utverae caditiom 
(c.g., the s rpp l ie r  u s t  a t t c q t  t o  hry a r g a r y  
enew froa third psrtia t o  r i n t a i n  d d f w r i a  o f  

of RQ service. For a l l  transactions ident i f ied  
as Lf, provide in a footnote the t e m i m t i o n  date 
of the contract defined as the ear l ies t  date that 
e i ther buyer or seller can m i l a t e r a l l y  gct out 
of the cmtract. 

I F  - fo r  i n t a m d a t e - t e r n  f im service. The sane as 
LF service expect that minteraediate-tcmP acme 
longer thm one war but leas thm f iw  

SF - fo r  8hoct-tcm service. Use t h i s  category f c i r  
al l  firr senlcec, h e r e  the dutatton o f  euh period 
o f  ccumitmmt fo r  smicc i s  one year or less. 

u) - for l m - t e m  service f raa  a dasimtd 
generatirp mit. mLorw-teW means f i v e  years or 
longer. The a n i l a b i l i t y  a d  mliebil ity o f  service?, 
aside f r a  t r w c l i s r i o n  constraints, rat r t c h  the 
milabi l i ty d reliabil i ty o f  the h ignr ted  miu. 

IU - fo r  intenrdiate-term service from a designated 
generating mit. The sane as UI renice upact that 
.intermediatctem" aeons larger than one war but 
Less t h M  ffw mn. 

EX - For udwrper of e lec t r i c i t y .  Use t h i s  category 
fo r  trnuctiau involving a bal.ncing o f  debits .nd 
credits f o r  awray,upKity, etc. ud mny s e t t l a r n t s  

13 ]Engage Energy (3) N/A N/A 

14 ITrwtebc l  Energy Marketing o s ]  (3) N/A N/A N/A 
I I I I 
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OS - for other service. Use t h i s  category m l y  for those 
m i m  rh ich emno tbe  p l d  in the .bousdefined 
categories, such as a l l  m n f i r m  .crvfca regardless of the 
lcrpth of the car t ract  rd service f r a  &{-tad mitr 
of less than ate  year. Describe the mature of the M c e  
in a footnote for each a d j u s t a t .  

1 

AD - for o u t - o f - p r i o d  djutmmt. the th is  code for any 
KCMtirp diurnts or -true-upa. foc urviw provided 
in prior rcp#tirp years. P r w i d e  m explrutim in a 

In d u n  (e), identify the W C  Rate Ldndule W u k r  or 
Tar i f f .  m, foc d E R C  J~bdiaiml 
gpropc ia te  designstion for th. cantrut. On separate l ines, 
l i s t  a l l  FERC m t e  8dw&lr, t a r i f f s  or cmtroe t  dcrlgnr- 
tim udcr rh i ch  &w, .I idantifid in d r m  (b), i s  

F o r  r q d r - m t s  (tp prduwr nd ry typc of ~ r v i c a  
i n v o l v i m  1 chargo ilpad m a m t h l y  ( or  1-r) 
basis, mtw the m t h l y  MC#C bil l i rp d in s o l m  
(a, the .y.c.o. mrh ly  non- coincidmt pnk (ICP) M 
t n  dun (e), rd the avwooe m t h l y  cotnctdent pesk ( C P )  
U In olrm (1). F o r  a l l  other typa of .cryice, enter 
WA in c o l r a  (d), <e) nd (f). )(a*hly YCP dand i 8  the 
uiu r t d  hourly (60-oinUce integration) dclwd in a 
mnth. (bnthly CP dcrnd i s  the r t e r e d  deamnd during the 
hour (60-mhute i n teg ra t im)  in rh ich the sqqAier 's 
m p t r  r e d m  i t 8  m n t h l y  peak. D a v d  reported in  

L. footnote for euh d j m t a t .  

r+llm, include 

c. providd. 

colunr (e) rd ( f) n t c t  b e  i n  mcgamtts. Footnote .ny 
Qrnd not stated m a .ag.urtt basis .nd urplrin. 

6. R c p r t  in CQ~M (9) the rg.wrttham show on b i l l s  
rendered t o  the mpondent. Rcport in c o l m  ( h l  and (I) 
th. 
used n ttn h i s  for w t t l amt .Do  not rcpwt ntt atchange. 

7. Rcport  chame~ In c o l m  (11, mefw charge8 in 
d u n  (k), nd the t o t a l  of ry other t v p ~  ot charges, 
i nc lbdhg a r t - o f - p r i o d  d l u t m s t s ,  i n  d u n  (l), Explain 
in  a footnote a l l  cupammts of the I M ~  in c o l m  
(1). R e p o r t  in colran <.) the t o t a l  charge .hen m b i l l s  
received a wttlcrart & the nrpadat. For pouer 
exchmp8, racon in colun (m) the uttlaent UaMt for  
Mc nt ruaipt of -.If . ~ n  m ~ g y  n8 delivered than 

(1) inc l tde c r d i t s  or dweu other thn i w r a m n t a l  
panaratim orpcrcc, or (2) cxcldrr  cer ta in  credi ts  or 

fooinote. 
8. The Ltr in colrm (0 )  UI- (8) mat k to ta l led m the 

l r t  l i ne  of the sch.dule. The t o t a l  m t  in colum ( 0 )  
u t  be rCp0ct.d r Pwchans m page 401, l i n e  10. The 
total ..~ult in c o l r m  (h) U t  be r8part.d u E~xch.l.lge 

Received m 401, l i n c  12. The t o t a l  ..Dvlt in col- 
(I) must be reported a Exchnge Delivered or~ paoc 401, 
l int  13. 

9. footnote m t r i e s  as reqtirad nd provide uglwtimr 
f 0 l l W i ~  al l  reqJ1red data. 

of paar mchanpm received nd d e l i n d ,  

received, alter a ncg.t iva .IMt. I f  th8 Httlclrnt ..Mt 

durocr - bv .p-, p r w i d c m u p l - t o r y  
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rwrt accbngtr o f  e l e c t r i c i t y  (1.e. trmsutimr 
f ~ l v i n g  a bataruing o f  debi ts ad credits fo r  
wrgy,  c.p.cfty, etc.) wd y s e t t t c m t s  fo r  
i d r t . n c l d  UchenQec. 

2. Enter the ruae of the seller or other p ry  in M 

udurpc t m r r t l o n  in  cot- (a). Do mt rbbnv ia te  
or t-te the cyp or u e  rrayr. Explain in 
footnote 4ny acncrship intemst or a f f i l i a t i o n  the 
nrpadant ha8 w f t h  the 8ellw. 

3. In colun<b), a t e r  S t a t h t i u l  C lo8s i f i u t im  Code 
baed on the original contractu1 terns nd 
eaditimr o f  the service os f o l t a :  

RQ - fo r  rcquiremmts service. R c q u i r a n t a  s e r v i n  
i s  aervtce W c h  the sqplia plans t o  prwida m m 
m i n o  basis(i.o., the -tier incldcr projected 
lod for t h i 8  service in  i t s  ryrta m o  
plmirw). In .ddtt ion, the mLi.blility o f  

only to, the srpelier's service t o  i t s  M u l t i r t e  
eonriutra. 

WlrURnt service m u s t k t h e r u ,  0r.comd 

1F - for long-term f i rm  service. Yap-tW ara f i n  
yemn or longer ud .fie ~ l l ~  that wnfce c m O t  
k intempted for econoaic PMUXW wd i s  fntcndcd 
t o  r a i n  reliable even vdsc c a d i t i o n s  
<e.#., the -tier u s t  m t t q  t o  buy .rrpacy 
energy frco t h i r d  par t ies  t o  r f n t a i n  Qlimia of  

of RQ service. For a l l  t r a u c t i m s  k n t f f i d  
as LF, provide in footnote the tmirutim &tc 
of the a n t r a c t  defined as the ea r l i es t  date that  
e i ther b r  or se l l e r  can m i l a t e r m l l y  get out 
of the contract. 

IF - for Intetmediate-tern f i rm  r e n i a .  Tht uc as 
1F service expect t h m t  m I n t e m l a t e - t e F l r  . e ~  

lomu thw, ant yeer but less than five mrr. 

SF - for short-tem service. U s e  t h i 8  category fo r  
a l l  firm servlcec, here the &ration of mh period 
of c a r l t r n t  f o r  service i s  m year or lcu. 

111 - for  1one-tet-n servfca frro a d r r i m t c d  
a m e r a t i w  mit. .Lanpte* mum f ive ywn or 
1-r.  he r v a i l a b i l f t y  ud r e l i a b f l i t y  o f  sewice, 
Aside fm t t u \ g f s s i m  wmtra in t8 ,  wt rtd, the 
milability md rellrbilfty of the desimtd mlt. 

1U - for I n t e r u d i a t e - t m  service froll desiq*tcd 
generatino mit. The same w W senia srcpsct that 
m i n t c r m d i a t c t m r  m w m  loneer than one ywr but 
lew that f i v e  years. 
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05 - for other service. Use t h i s  category only f o r  those 
sewices h i c h  c m t  be plued in  the n h - d e f i n e d  
categor ia,  such as a l l  n m f i r m  service ng.rdle0s of the 
lapth of  the contract and service fm designated un i t s  
of 1.u than one year. Describe the nature of  the service 
in a footnote for .Kh djustntnt. 

u) - for out-of-period a d j u s t a t .  Use t h i s  code f o r  y 

in  prior r e p o r t i w  mrs. Provide an errplanation in a 

In col- (c), identify the mc Rate Schedule Y t d e r  o r  
T a r i f f ,  or, f o r  nonfERC j u r i r d i c t i a u l  sellers, i n c l d e  n 
-late k ignmt ion  fo r  the contract. Q1 scprratc lim, 
l i s t  a l l  R R C  ra te  uJmchla, tar i f fs or contract &aim- 
t i a  vdcr chich wrvice,  as idatifid In colun (bl, I 8  

uuu?riw d jLEments  or =tru-cp.- for . m i c e  provided 

4. footnote for each adjusltpat. 

5. prwi&d. 
For m i m t 8  IQ paduta rd tyP O f  SM'ViSrr 

inuolviw drrd c h a m  an a mmthly ( or longer) 
h i s ,  m t r  tha m t h l y  rnr- b l l l i n g  dand in colrmn 
(d1, tbo mmge m t b l y  nnn- coincibnt p e d  (YCP) dcrnd 
in dun (0). and the m a w  m t h l y  coincidat peak (CP) 
d in -1- (f). For a l l  other types of -nice, enter 
YA in colrrrr (d), (e) ud (f). I(anth1y YCP de6md i s  the 
ulu r t a r e d  hourly (60-dnute i n t e g r a t i m )  dslllsnd in  
mmth. Monthly cp dcrnd i s  the r t e r e d  dcaad b r i n g  the 
hou (&-minute intagration) in chi& the srgp l ie r ' r  
8y8tr p.KhcI i t s  m t h l y  peak. kmmd reported i n  

coltmu (e) md ( f)  mmt be i o  ceg.cntts. Footnote my 
not stated m a -matt h i s  rd u p l a i n ,  

6. R e p o r t  in  c o l m  ( 0 )  the r g . r a t t h w r s  shan on b i l l s  
rrndmd t o  the respadent. Repor t  in  colum ( h) d (i) 
the mgaatthourm of pomr archnmea mcived rd dellvued, 
wd .I th. h S i 8  for ~ t t l ~ t . 0 0  not report mt ex-. 

7. Report d e u d  c h a w  In colum (j), mr~y charges In 
colrrr (k), ud the t o t a l  of r3. other tvpr of c h a m ,  
incldiw out-of-period adjustments, in  colun (I), Explnin 
in a footnote a l l  -8 of  the mmnnt &an in  colrrn 
(1). RLcpwt in  c o l m  (m) the t o t a l  charge rharn on bills 
raclrived 88 s a t t l c a t  by the nrpardan. For  powcr 
urdugcc, report in colun (m) the s e t t l e  momt for 
the net receipt of -.If mxe energy um delivered than 

(1) icrlde credft. or durem other thr, i n c r m m t a l  
v t i m  orparcr, or (2) ucludcr cer ta in  c red i ts  o r  
ch.cger covccd by the .grecPmt, provide n u p l a m t o y  
footmtc. 

8. n# data in colun ( 0 )  throrgh (.I u t  be to ta l l ed  m the 
last l i ne  of the sc)Mblr. The t o t a l  momt in cot- ( 0 )  
mst be m a d  u R r c h ~  on page401, l 6 n  10. The 
total aamt in  cot- (h) nxt be w e d  M Exehrroc 
Received on po. 401, t i n  12. The t o t a l  .pD(nt in  colun 

Line 13. 

mid, mtU 8 -tin I M t .  I f  thc Wtt1-t 

( i ) lat  brrpwted ..Exch€Uue Delivered arP.gc401, 

9. Footnote entries 8s w i r e d  m d  provide urplmDtiarr 
f O l l O b l i ~  a l l  nquind data. 
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report o f  e l e c t r i c i t y  <i.e. trmsutiaP 
invo lv i rp  a bmluring o f  debits ad e d i t s  fo r  
.IYCW, cqwcity, etc.) ud any r e t t l a e n t s  fo r  
ihlwd uthrpn. 

2. Enter the ryoc o f  the seller or other prty in an 
trusactim in cot- (a). Do not m i a t e  

or t n n u t e  the nme or use me-. Explain tn r 
footnote my anamhip interest  or a f f i l i r t i m  the 
rapadat ha ulth the seller. 

3. In oLur<b), rnta a S t a t i s t f a 1  C l a s s f f i u t i o n  Code 
b n d  on tha o r i p i n r l  contrmctUl tm md 
sondf t faP O f  the &CC 88 fOllOUS: 

UQ - for r O q l i M t 8  service. Rcquiraarts service 
i s  service llrich the u g p l t e r  plur  t o  provih an m 
apolrp b..ia(i.e., the u w l i e r  i n c l u d a  pmJrted 
lod for t h i s  service in i t s  systa n e  
plmirp). In a d i t i o n ,  the r e l i . b l i l i t y  of 
ngrirant urvicc ant be the ...c n. or secord 
only to, the . y p l i a ' s  service t o  i t s  an u l t i r t e  
CQIIIICrs. 

LF - for l ap-rem f i r m  .enice. .Long-ten. am8 f i v e  
yHrr or 1- .nd "finr mzmm that  s e n i c e  cuwmt 
be i n t e r p t e d  for e c m i c  reasons nd i s  intended 
t o  m i n  re l i ab le  evcn udcr ducm conditions 
(e.*., the uoplier wt rttcqt t o  by aergency 
energy from third p r t i e o  t o  maintain Qllverles o f  
LF service). This ca tenon should not be used fo r  

of RQ rrvice.  For  a l l  t r a m a e t i o m  idatifid 
as LF, provide in a footnote the t m h t i o n  b t c  
of the contract defined w the ea r l i es t  date that 
either or  seller cm m i l r t e r r l l y  get out 
of the wntrmt. 

I F  - for i n t m s d i r t e - t m  f i rm  M i c e .  The ..L 8s 
LF m i c e  expect thmt %ttmcdi r te- tera.  1c.l0 

longer thm QT mar but less thr, f i v e  years. 

W - f o r  L m - t e r m  w i c c  f r a  r d.riqrtd 
gmemtirp mit. .Lap- teW .CII f f v s  years or 
1-r. Tha m i l a b i l i t y  rd r a l t m b i l i t y  of sewice, 
r i d e  f r a  t- iscim a m t r r i n t s ,  u t  a t c h  tfne 
m i l a b i l i t y  d reliability of  the QlQrted Lmit.  

IU  - for i n t e d i r t e - t e r m  service from r d d q r t e d  
gemrat i rp Lmit. The UT 0s UI M i c e  expect that 
~ i n t a r r d i a t c t e ~  ocwu laper thn one yeor but 

thn f i v e  pr8 .  

EX - For UdUnDer of  e lec t r i c i t y .  b e  t h i s  a t e g o y  
for trmmctian involving a b r l m i n g  o f  debits d 
credi ts fo r  arrgy,upcity, etc. ud ny settlements 

I .- 
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0 

a 

.--. 

582 
47,495 

05 - for other service. Use t h i s  category mly fo r  those 
-ices rhich c m t  be placed i n  the .bwe-defincd 
utcgories, such u a l l  nonfim service regardless of the 
larpth o f  the contract nd service fran designated w i t s  
o f  less thm one year. Describe the nature of the service 
In a faotnote fw cwt, a d j u s t m t .  

(1,768) (1,788) 3 
0 4  

AD - for M-of-period d jmta t .  I k e  t h i s  code for y 

. csant i r rg  d j u t m m t s  or ~ t w - ~ ~  for  . m i c e  provided 
in prior mportim years. Provide an utpl .nr t ion in a 

In colrr, (c), identify the FERC Rate Schcdule Nra lar  or 
Tarif f ,  or, for mnERC juridictiaul sellm, incld. an 
qqwqwia te  desimtion for the contract. On separate lines, 
l i s t  a l l  FERC ra te  uh&la, t a r i f f s  or contract deai-- 
tim wdef rhich service, as ident i f ied  in colrr,  (b), i s  

For - r a n t s  I1p purchases d any type o f  8erviccc 
inuolvim d dum i v d  on a m t h l y  ( or longer) 
bui8,  attor the cmthly m r m g e  b i l l i n g  dcrnd in colum 
(d), the w a g e  m t h l y  non- oofncfdent p . k  ( N e )  dand 
in salun (e), ud the -age r n t h l y  coincident peak (CPI 
M in sol- (f). For a l l  other types of  service, mer 
IA in c o l r r r  (d), (e) a d  (f). Mnthly NCP dgnd is the 
u i m n  a w e d  hourly (60-ainute integration) dcplwd in r 
mth. Monthly CP d a m d  fs the r tmd dcdlgd during the 
how (60-ainute i n t e g r a t i m )  In lhlch the q l i e r ' s  
ryrta rudnr i t s  m t h l y  peak. D e ~ n d  reported in  

4. footnota for mh djurtmt. 

I. provided. / 

~ 

5.072.1 13 0 

colrmnc (e) md ( f )  uct be in  r g a u r t t s .  Footnote my 
dappand not stated m a megawatt b n i s  and explain. 

6. Report in  colua\ (9) the mgawttharrt &tarn on b i l l s  
rendered t o  the respondent. R e p o r t  in  a l u m  ( h) and (i) 
the w t t h a n r  of parer uchuwes received wd delivered, 
usaJ as the brir for settlaPnt.Do not rrport net uchm. 

7. Report d charge8 in cot- (I), anergy chargar in  
c o l m  (k), nd the to ta l  of any other types of charges, 
inc ludirg aut-of-period d j u r m t s ,  In calm (11, Elrplain 
in a footnote a l l  caqmnents o f  the amomt rhon in d u n  
(1). R e p o r t  in co lum (a) the t o t a l  charge .barn on b i l l s  
received u s e t t l e a n t  by the rrPpadcnt. F o r  pouer 
ex-, report in colum (r) the s e t t l a r t  olMt for  
the net receipt of energy.If aore energy y.9 &livered than 
r e c e i d ,  m e r  a negative ammt. I f  the sett lemmt mmmt 
(1) incluir credi ts or durgcl other than i n c r c m t r l  
generatlon expenses, or (2) excludes w t a i n  credi ts or 
cturgar cmwd by the agreement, provide n c n q l m e t o r y  
footnote. 

8 .  The data in colun (9) thrargh (a) mJ8t be t o t a l i d  on the 
l r t  l i n e  of the schcble. The t o t a l  .DIcIt in d u n  (9) 
Is t  be reported u pwh.ra on pge 401, line 10. The 
t o t a l  rant in c o l m  (h) u t  be reported as Exchange 
Received on page 401, l i ne  12. The t o t a l  momt in colrsl 
(1)  u s t  be reported as Exchrpe Delivered on p9c 401, 
l ine 13. 

9. Footnote entr ies as rocpirod e d  provide uqpl.nrti- 
f o l l w i r g  a l l  required data. 

~ ~ 

5 
0 36,857,811 75,080,527 0 113,938,338 6 

7 
. 8  

9 
10 

.* . .  
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c Page 326 Line 1 Column B 5 

KENTUCKY POWER COMPANY 

NOTES : 
(1) Statistical classification includes non-firm hourly, 

daily, and weekly purchases that the supplier may cancel, 
if necessary, with little notice. 

The Respondent, Appalacian Power Company, Indiana Michigan 
Power Company, Ohio Power Company and Columbus Southern 
Power Company are associated companies and members of the 
American Electric Power System Power Pool, whose electric 
facilities are interconnected at a number of points and are 
operated in a fully coordinated manner on a system pool 
basis. 

APCO - Appalacian Power Company 
OPCO - Ohio Power Company 
IMPCO - Indiana Michigan Power Company 
KPCO - Kentucky Power Company 
CSPCO - Columbus Southern Power Company 

( 3 )  AEP Power Sales Tariff - AEP Companies FERC Electric Tariff 
Original Volume 2. 

( 4 )  Receipts of power from the members of the AEP System Power 
Pool (see Note 2) governed by the terms of the 
interconnection agreement dated July 6, 1951, as amended. 

( 5 )  OVEC surplus and supplemental losses (net) 
Loop regulation energy difference 105 
Non-displacement payback losses 0 
Purchased Power transfer losses 11 , 476 
Unit power losses (net) 8,097 
AEP System Power Pool losses 27,817 

TOTAL 47,495 
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Date f R Year of Rcport 
l!mllaYR-w I { ! ~ * f ~ $ ~ $ k ~ ~ i o n  I (&%!h7yv I O r .  31,'1997 

TRAW I SlQl OF ELECTRICITY FOR OllJ!~ $~QI$,I$&~%& (KLng t rmswt ions  re  er 

f u i l i t i e s ,  mn-traditiaul u t i l i t y  suppliers ond 
u l t i r t e  a m t o r - .  

2. Use a stsparate l ine of data fo r  each d is t inc t  type of 
tr-iuim service h o l v i r g  the en t f t ies  t i l ted in  
cot- (a), Cb) .nd (e). 

3. Raport in colum (a) the coqny or prb l i c  authority 
that  p i d  for tho t r m f u f m  service. R e p o r t  in  
colun<bl the corpy or p b l i c  authority that the 
energy wan received fm md in colrra, (e) the coqmy 
or p b l i c  w t h o r i t y  tha t  the e n w ~ ~  was delivered to. 
Provide th. full rrc o f  ouh coqny or @ t i c  
M h o r i t y .  Do not . b k c v i a t e  or t m a t e  IUL or use 
u m .  Explain in a footnote any arrrchlp interest 
in  or a f f i l i a t i o n  the mpmdcnt has w i t h  the en t i t ies  

' 1  
2 
3 
4 
5 
6 

5 7 

LF - for long-term f i N  t r a m m i d o n  service. *Long)-tercP* 
ems one year or longer md * f i e  mmns that service 
enmot k f n t c r g t e d  for c c a r a i c  reanans nd i s  
intaded t o  -in rel i&le even vdtr adverse con- 
ditiom. For a l l  tru\uctiaa idcntlfied as LF, pravide 
in  a footnote the tminmtion date o f  the contract 
defined as the ear l ies t  date that ei ther brjer or 
seller cm m i l a t e r a l l y  get art of  the contrwt. 

~ ~ 

Vlrglnir E lec t r i c  L Power Co. Ohio Parer caap.nV (AssoC.) Virginia E lec t r i c  Pouer to. LF 
Uabmsh Valley Powcr A.m. Various Varlam LF 
0 1 ~ ~  Ridge &ency PSI Energy BlUC Riw LF 
AESParcr, Inc. Various AEP System os 
A l t  Trading cwp. Various Various os 
Al leahemPowcrSntcar  Various Various os 

SF - fw short- tern fim trammission service. Use t h i s  
category fo r  a l l  f im services, here  the b n n t i o n  
of each period of caaritmmt for service i s  l a c  than 
one year. 

12 
13 
16 

C l m l m d  E lec t r i c  l l l m i n a t i n g  Various (Varlous os 
Clnergy Various (Various os 
c i t i zens  L c h r r n  Var ious  Ivarious os 

9 Aguila, Inc. Various Various os 
10 AYPEnergy, Inc. V i r  i WL Various os 
11 Conmuwealth Edison Varfous Various os 

16 lacS Marketing Scrv L frding JVariarr Jvarious 
17 ICoral Power. LLC lvarious l va r ia r r  
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a iu ion  enice, ng.rdlcu o f  the length o f  the 
contract. Describe the nature of the m i c a  in  8 

footnote. 

U, - for our-of-period djutmt. Uae t h i s  codc f o r  
my ucomting d j u s o a t r  OT 9trU-W. for &ce 
providod in prior raportlrp ywarr. P n n i d e  m arplrrr- 
tlm in a footnote for treh djutmt. 

5. In dun <e), identify the FEN Rate tchcble or 
t a r i f f  Wrrber. On aeperato linea, l i s t  a l l  FEltc ra te  
Khcblr or e m t r a c t  higlutian udcr hi& rarvice, 

In wlu? (f), report the deafgnrtion for the 8dzstr- 
tim, or other rppcapriate i den t i f i ca t i on  for there 

YII r e c e i v d  as specified in the cartrut. In  

OT m i a t e  i den t i f i ca t i on  for Ihm energy 
MU deliwmd .I spmcified in the cartrrt. 

7. Report  in  wlun<h) the m&w of  .ICg.Yltts of billirrs 
dard that Ir rpcified in the f im tr-ission 
&a cantract. Dcrnd w e d  in wlun (h) u s t  
be In -ttr. Footnote rry dand not stated on a 
m t t 8  b i s  md -lain. 

cOlm (9) np#t thc d t l i m t f U l  f W  thc U b t r t f O t I ,  

l -  
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-. 

3 

L& 

1 
2 
5 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

pcovidcd f o r  other e lec t r i c  uti l i t ies, w q w a t i v e s ,  
M i C i f d i t i a 8 ,  other p b l i c  rutharft iea, qual i fy ing 
f r i l i t i e s ,  mn-tradi t ional  u t l l l t y  .(4pliers ad 
u l t i m t e  customers. 

2. Use a Mpr ra te  l i n e  of data fo r  each d is t i nc t  tvp of  
t m u i s s i m  . m i c e  i m l v i r o  the en t i t i es  l i s t e d  in 
co lun  (a), (b) ad (e). 

5. R e p o r t  in  colrrr (a) the capr*. or p b l i c  authority 
that paid f o r t h e  tmnaiuhn service. R e p o r t  in 
colun<b) the coqry or p b l i c  authority that the 
cmoy UM r re ivcd  f r a  md in dun (e) the c a q r y  
or prblic ruthority that the energy yt delivered to. 
Provide the full nme of  ea& caqry or p b l i c  
wthor i ty .  Do not . b k e v i a t e  or t n n m t e  ~ya or use 
u m .  Explain in  footnote my anrrship interest  
In or rff i l irt im the mpadcnt has with the en t i t i es  
l i s t e d  in e o l u r r  (a), (b) or (e). 

'*V#R,Z!"' c * ~ q $ f i g & p )  (*Fyp$ggjty) C K W '  "fr 
C.rolim Povcr & L i & t  capnv Various Various os 
Clavc lad  PlblIc Parer Various Various os 
Delhi Ensrgybarvices Various Various os 
D y t m P o v a r & L l g h t  Various Various os 
DusucrnLfCttorpay Various Var i ous os 
Detroi t  Edison Var i ous Various os 
W e P o w e r C o .  various Various os 
Elec t r i c  Clearinghouse, Inc. Various Var i ous os 
€ut Kentucky Power Coap Various Vlr ious os 
-Energy Various Various os 
Enron Power Marketing, Inc .  various Various os 
Fecbrrrl Energy kler Various Various os 
c i t y  of Bryur  Various Various os 
C i t y  Of H t m i l t o n  Various Various os 
Illinova Power Marketing Various Var i o(19 os 
lndiaru Nmic ipa l  Power Agency Various Various os 
Koch Power Services Various Various os 

h.Ld m the o r i g i r u l  w n t r r N . 1  term? ad conditions 
of thc service as fo l lacr:  

LF - for l a p - t a m  f i rm trcl l iuim aervica. .Long-terr* 
w am ycrr or 1-r md =fiW meum that  service 
amDt be intarnqted for c to rv r i c  rencramd i s  
intended t o  w i n  reliable evenmderdnrrcm- 
d i t im .  F o r  m t l  t r m s u t i a w  identified u LF, provide 
i n a  footnote tha t a m i n t i o n  date of t h e m t r a c t  
defined ms t h c w r l i e a t  d r te  dut e i ther  M . r  or 
se l la r  e m  m i l a t e r a l l y  @et out of  the contract. 

SF - for .hart-tun fim trmmiuim service. UM this 
category for d l  f i rm  services, there t h e b n t i m  
of arch period o f  -i-t for service i s  leas than 
one year. 
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rt 

provided fo r  other e lec t r i c  u t i l i t i e s ,  cooperatives, 
mn ic ipa l i t i es ,  other pub l i c  authorit ies, qusl i fy ing 
fac i l i t i es ,  non-tradi t ional  u t i l i t y  s q p l i e r s  and 
ul t iamtc customers. 

2. Use a separate l i n e  of data fo r  each d is t inc t  type of 
transmission service involving the en t i t ies  l i s ted  in  
co lum (a), <b) and (c). 

3. Report in c o l m  (a) the carpsny or p b l i c  author i ty 
that paid fo r  the transmission service. Report i n  
colrmn(b) the conpany or publ ic author i ty that the 
mrgy Mas received from and in  co lum (c) the ccnpsny 
or p l b l i c  author i ty that the energy was delivered to. 
Provide the fu l l  name of each coapany or p rb l i c  
authority. Do not abbreviate or t w a t e  name or use 
acronyms. Explain in a footnote my ownership interest  
f n  o r  a f f f l i a t i o n  the respondent hat with the en t i t i es  

Year of Report 
OK. 31, 1097 

based on the or ig ina l  contractual t e r m  and conditions 
of the service as follows: 

LF - fo r  tong-tern f im transmission service. mLong-tend' 
mons one year or longer and *ffW mans that service 
camot be i n t e r n p t e d  fo r  ceonaaic reasons and i s  
intcnded t o  reamin re l iab le  even vder adverse con- 
dit ions. For all transactions i den t i f i ed  as LF, provide 
in  a footnote the termination date o f  the contract 
defined as the ear l ies t  date that e i ther  b f e r  o r  
se l le r  can m i l a t e r a l l y  get out of the contract. 

SF - for short-term f i rm  transmission service. Use t h i s  
category fo r  a l l  f i rm  services, &ere the duration 
of each period of caarnitmcnt fo r  service i s  less than 
one year. 
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(Including transactions referred t o  as "wheeling") 
8. Report in  co lum (i) and ( j )  the to ta l  megauatthwrs shown on b i l l s  rendered t o  the e n t i t y  l i s t e d  in  co lum 

received and delivered. (a) .  I f  no monetary settlement was mede, enter zero 
9. In  co lum (k) through (n), report the revenue amants 

as chwn on b i l l s  o r  vouchers. In co lum (k), provide 
revenues from demand charges related t o  the b i l l i n g  
demand reported in  co lum (h). In co lum (11, provide 
revemes from energy charges related t o  the mKant of 
energy trmsferred. In co lum (a), provide the to ta l  
merrm from a l l  other charges on b i l l s  or vouchers 
rendered, including out of  period djustmcnts. Explain 
in a footnote a l l  coaponcnts of the aunnt shwn i n  
colurm (a). Report in  co lum (n) the to ta l  charge 

("0") i n  colum(n). Provide a footnote explaining the 
nature of the m t a r y  settlnaent, including the 
.moult and type of energy or service rendered. 

10. Provide to ta l  mOults i n  co lum (i) through (n) as the 
Last l ine. Enter *TOTAL* in  co lum (a) as the l as t  
l ine. The to ta l  m t s  i n  colums (1) and (1) n t s t  be 
reported as Transmission Received a d  Delivered on page 
401, lim 16 .nd 17, respectively. 

a l l  required data. 
11. Footnote entr ies and provide explanations fn l l a r i ng  

:a FERC FORM 10.1 (REVISED 12-90) 
k - 9  
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based on the or ig ina l  contractual t e r m  and conditions 
of the service as follows: 

ult imate custaners. LF - for Long-term firm transmission service. YLong-teruP 
means one year or longer and "firm" mans that service 

t rwsmission service hvolviqj the en t i t ies  l i s t e d  in  camot be i n t e r n p t e d  fo r  economic reasons and i s  
coluar (a), (b) and k). intended t o  ramin re l i ab le  even vder edverse con- 

5. Report in colrsn (a) the wcleny or p b l i c  author i ty ditions. For a l l  t ramact iom identified as LF, provide 
I in a footnote the terninst ion date o f  the contract that  pmid f o r  the t ru rs lP is r im service. Report i n  

colrra\(b) the coapny or p r b l i c  u t h o r i t y  that the defined as the ear l ies t  date that  e i ther  buyer or 
energy was received from ad i n  colum (E) the c c q m y  
or p r b l i c  au thor i ty  that the energy was delivered to. 
Provide the f u l t  MOT o f  each co~pay or p rb l i c  SF - for short- tern f im transmission service. Use t h i s  
authority. Do not abbreviate or t m a t e  ryll~c or use category fo r  all f i rm  cervices, uhen the duration 

uronps.  Explain in  a footnote any ounership interest  service i s  less than 

in  or a f f i l i a t i m  the respadent has with the en t i t i es  

2. Use a separate l i n e  o f  data fo r  each d is t i nc t  type of 

seller can m i l a t e r a l l y  get out of the contract. 

of each period o f  camitmerit fo r  
one year. 

1 
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Date of R Year of Weport 
Dec. 31, 1997 

1 i s  R rt 16- 
m & R m P A N Y  I t!{ t"mR%!iiK!ion I 

OF ELECTRICITY FOR THERS A c c m t  65 )(Continued) TRAWSnlK?Liw transactions re?errs i  I o  as *nheeftngu) 

only for those services nhIch camot be placed i n  
the above-defined categories, such as a l l  m f i m  tran- 
m iss ion  service, regardless of  the length of the 
contract. D e s c r t k  the nature of  the service in  a 
footnote. 

U - f o r  art -of-per iod adjustment. Use th is  code f o r  
my .ccomtlng adjustments or *true-tpss fo r  service 
provided in prior report ing yearc. Provide an explans- 
tion i n  a footnote f o r  each adjustment. 

5. In co lum (e), identify the FERC Rate Schedule or 
Ta r i f f  N h r .  On separate Lines, l i s t  at1 FERC rate 
schcbtes or contract deslgnat iow udcr A i c h  service, 

6. Report receipt and del ivery Locations for a l l  s ingle 
contruct path, "point t o  point" transmission service. 
In colran (f), report the designation for  the cubrta- 
tion, or ather appropriate ident i f icat ion for  where 
energy nas received as speci f ied in  the contract. In 
co lum ( 0 )  report the designation fo r  the srrbrtation, 
or other appropriate ident i f icat ion for  h e r e  energy 
was delivered as specified in  the contract. 
Report In colmn(h) the nultKr of acganatts of  b i l l i n g  
darmnd that  i s  specified in the f i rm  transmission 
service contract. Demand reported i n  co lum (h) aust 
be In ac(lanatts. Footnote any demand not stated on a 
meganatts basis and explain. 

7. 

ee Footnotes (Various I I 311 I 3111 - 
i n  Footnotes IVa r iws  Ivarious 10 I 101 9 
lee Footnotes Various Various 7 7 10 
;ee Footnotes V a r i a s  Various 12,373 11,929 11 
i n  Footnotes Various Various 12 

I I I I I 

1 I I 
I I 

1,295,226 1 

3 -- -7 
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only fo r  those services which camot be placed in  
the above-defined categories, such as a l l  nonfirm tran- 
m i s s i m  service, regardless of the length of the 
contract. O c t c r i k  the nature o f  the service in a 
footnote. 

AD - f o r  out-of-period edjustrmt.  Use t h i s  code fo r  
my aceomting adjustments or .true-(p5' f o r  service 
provided In p r i o r  report ing years. Provide an explane- 
tim in a footnote fo r  each odjurtmmt. 

5. In  colran (e), i den t i f y  the FERC Rate Schedule or 
Ta r i f f  N m k r .  On separate lines, l i s t  a l l  FERC ra te  
schedules or  contract designations vder which service, 

6. Report receipt and del ivery locations fo r  a l l  single 
. contract path, "point t o  point" transmission service. 

In colrmn (f), report the desi$nation fo r  the cubsta- 
tion, or other appropriate i den t i f i ca t i on  fo r  where 
energy ws received as speci f ied i n  the contrnct. In 
co lum (9) report the designation for the srrbstation, 
or other .ppropriate i den t i f i ca t i on  fo r  where energy 
Y8S delivered as specif ied in  the contract. 

7. Report i n  colum(h) the nrmkr of megawatts of b i l l i n g  
demand that i s  speci f ied in the f i rm  transmission 
service contract. Dclnand reported in  co lum ( h )  rus t  
be in megawatts. Footnote my demand not stated on a 
megawtts bnsis and explain. 

See Footnotes 
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Date of R Year of Report 
!Ef"8iYRR3RPi%PAWY (7&3!997xrt 1 DK. 31, 1997 

TRANSnISSIOll OF ELECTRICITY FOR OTHERS (Accant 456)(Continued) 
(Including transactions referred t o  as %heeling") I 

8. Report in  co lum (i) and ( j )  the to ta l  megawatthours shown on b i l l s  rendered t o  the e n t i t y  l i s t e d  i n  c o l m  _'' ' 
received and delivered. 

9. I n  co lum (k) through (n), report the r e v w e  mounts 
as shown on b i l l s  or  vouchers. In co lum (k), provide 
revenues fran demand charges related t o  the b i l l i n g  
demand reported in  co lum (h). In  co lum (l), provide 
revenues from energy charges related t o  the ammt of  
energy transferred. In c o l m  (a), provide the to ta l  
revenues from a l l  other charges on b i l l s  or youchers 
rendered, including out of  period a d j u s m t s .  Explain 
in  a footnote a l l  compamts o f  the ammt shown in 
co lum (la). Report in  co lum (n) the to ta l  charge 

(a). I f  no monetary settlement was made, enter zero 
( ~ ~ 0 " )  in  c o l m ( n ) .  Provide a footnote explaining the 
nature of the nonnontay  settlement, including the 
amKnt and type of energy or service rendered. 

10. Provide to ta l  MIounts i n  co lum (i) through (n) as the 
last  l ine. Enter "TOTAL' in  co lum (a) as the las t  
l ine. The to ta l  m t s  i n  c o l m  (i) and (1) nust be 
reported as Transmission Received and Delivered on pnge 
401, l ines 16 and 17, respectively. 

a l l  required data. 
11. Footnote entr ies and provide explanations following 

REVENUE FROM TRANSMISSIW OF ELECTRICITY FOR OTHERS 
Total r enues(L) Line 

(k;f$ No. 

1 

754 398 51.654 806.052 2 
313,889 * 29,350 3 4 3 , m  3 
67,943 10,811 78.754 4 
144,184 15,930 160,114 5 

7 u  96 044 6 
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B f U t h R ~ h N Y  

only fo r  those services which a m o t  be placed in 
the above-defiiwd categories, such as a l l  nonfim tran- 
smission service, regardless of the length o f  the 
contract. Describe the nature o f  the service in a 
footnote. 

Year of Report 
Dec. 31, 1997 

AD - for  aut-of-period adjustment. Use t h i s  code fo r  
any ocrovl t ing mdjustmmts or m t r u e - u p r m  f o r  s e n i c e  
provickd in  p r i o r  report ing years. Provide on explana- 
tion in a footnote f o r  each odjwtment. 

5. In calm (e), identify the FERC Rate S c h d l e  or 
T a r i f f  Yurkr. On separate lim, l i s t  011 FERC ra te  
schedules or contract designstfonr udcr which service, 

6. 

7. 

Report receipt a d  delivery locations fo r  a l l  single 
cmtrac t  psth, "point t o  point' transmission service. 
I n  co lum (f), report the designation fo r  the ctbsta- 
tion, or other approprfate i den t i f i ca t i on  fo r  h e r e  
energy was received as speci f ied in the contract. In 
colum (9) report the dcaignat im fo r  the &tation, 
or other m i a t e  ident i f i ca t ion  fo r  when energy 
was delivered ap specif ied in  the emtract .  
Report in  colum(h) the wbrr of megawatts o f  b i l l i n g  
dantnd that i s  specif ied in the f i r m  transmission 
service contract. Demand reported in colum (h) arst 
be in megawatts. Footnote any dccasnd not stated on a 
ncgawatts b r i s  a d  explain. 

See Footnotes 
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Year of Report 
Dec. 31, 1997 r n " & ! Y R S m P A N Y  

TRANSMISSION OF ELECTRICITY FOR OTHERS (Accant 456)(Contirrwd) 

. .  

$205 
5,171 
8,936 . 
845 

8,523 
6,910 
19.275 

(Including transactions referred t o  as 
8. Report in  co lum (i) and ( j )  the t o t a l  aylswatthwrs show on b i l l s  rendered t o  the e n t i t y  Listed in  co lum 

' 

. .  . .  
u 7  uci? 1 
704 5,875 2 

1,342 10,276 3 
150 995  c 

1,176 9,699 5 
8,767 15.677 6 
2.595 21 .a70 - 

received and delivered. 
9. In co lum (k)  through (n), report the revenue YIIOIcIts 

as shoun on b i l l s  o r  vouchers. In colum (k), provide 
revcnxc f r a n  deumnd charges related t o  the b i l l i n g  
demand reported in  colum (h). In  colum (11, provide 
revenues frm energy charges related t o  the anDuIt of  
m r g y  transferred. In colum (a), provide the t o t a l  
merwet f r a n  a11 other charges on b i l l s  or vouchers 
rendered, including out o f  per iod adjustments. Explain 
in  a footnote a l l  canpamts  o f  the unamt chow in  
colum (a). Report in co lum (n) the to ta l  charge 

(a). I f  no m t a r y  settlaacnt was made, enter zero 
("0") in  colum(n). Provide a footnote explaining the 
nature of the ronnonetary settlement, including the 
unamt and type of  energy o r  service rendcred. 

10. Provide t o t a l  anDuItc in co lum (i) through (n) as the 
last  l ine.  Enter YTOTALn in co lum (a) as the last  
l ine.  The to ta l  m t s  i n  colums (i) and ( j )  must be 
reported as Transmission Received end Delivered on page 
401, l ines 16 and 17, respectively. 

a l l  required data. 
11. Footnote entr ies and provide explanations fo l louing 

REVENUE FROM TRANSMISSION OF ELECTRICITY FOR OTHERS 
l o t a  r veruer(S) I k;!trd 
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e 

3 

(Including transactions referred t o  as y&eelingn) 
8. Report in  co lum (1) and ( j )  the to ta l  megawatthours cham on b i l l s  rendered t o  the e n t i t y  l i s t e d  i n  co lum 

received and delivered. 
9. In co lum (k) through (nl, report the revenue amtunts 

as shoun on b i l l s  o r  vouchers. In d u m  (k), provide 
revenues f raa  demand charges n l a t c d  t o  the b i l l i n g  
dmmd reported in c o l u m  (h). In d u m  (1). provide 
revenues fran enew chargee related t o  the .IDoVlt of 
energy trmsferred. In co lum (m), provide the to ta l  
rcvcIxIc. from a l l  other chargee m b i l l s  o r  vouchers 
rarkred, i n c l u d i ~  out of  period djurtments. Explain 
in a footnote a l l  caqaonents o f  the momt shocn in 
co lum (111). Report in  c o l u m  (n) the t o t a l  charge 

(a). I f  no monetary settlanent was aade, enter  zero 
(*On) in colum(n). Provide a footnote explaining the 
nature of the nomonetary settlement, im lud ing  the 
mmmt and type of energy or service rendered. 

10. Provide to ta l  mmtnts in  co lum (i) through (n) OS the 
l as t  l ine.  Enter *TOTALn i n  colum (a) as the l as t  
l ine. The t o t a l  glO(nts in colums (il and (j)  lust be 
reported as Tr-irsion R e c e i d  a d  Delivered on page 

401, lines 16 md 17, re8pect in ly.  

a l l  required data. 
11. Footnote entrlcr and provide explenatiom fol lowing 

I --,--- , 
I 1 . m  I 171 I 1.831 

I I I 
I I I 

0 5,402,499 I 540,762 I 5,943.261 I 16 I 
I I I 17 
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I. 
c Page 329 Line 4 Column e > 

Page 329 Lines 4, 5, 6, 9, 10, 14-17 Column (e) 

AEP Point-to-Point Tariff and 2nd Revised Tariff-AEP Companies 
FERC Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

Page 329.1 Lines 2, 3, 5, 6, 8, 10-17 Column (e) 

AEP Point-to-Point Tariff and 2nd Revised Tariff-AEP Companies 
FERC Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

Page 329.2 Lines 1-7, 9, 11-17 Column (e) 

AEP Point-to-Point Tariff and 2nd Revised Tariff-AEP Companies 
FERC Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

Page 329.3 Lines 1-4, 6, 8-11 Column (e) 

A.EP Point-to-Point Tariff and 2nd Revised Tariff-AEP Companies 
Ferc Electric Tariff Original Volume 1. Under the tariff, the 
transaction varies by megawatts and duration. 

Page 328.3 and 329.3 Line 12 Column (c) and Column (e) 

Various points of AEP System Interconnections with Virginia Power 
Duke Power, and Carolina Power & Light. Figures represent the 
Company's member load ratio of AEP System totals. 

Column (d) Earliest termination date - December 31, 2010. 
Page 329.3 Line 14 Column (i) and (j) 

Excludes North Carolina Electric Membership Corp., Line 12 
inasmuch as these MWH are included in Account 447. 

The Respondent, Columbus Southern Power Company, Indiana Michigan 
Power Company, Ohio Power Company, and Appalachian Power Company 
are associated companies and are parties to the Transmission 
Agreement dated April 1, 1984, as amended. Pursuant-to' the terms 
of the Transmission Agreement, American Electric Power Service 
Corporation serves as agent and the parties pool their investment 
share of revenues and costs in proportion to the respective 
member's load ratio. The revenues in Column (m) represent the 
Respondent's member load ratio share of Transmission Service 
charges for those transactions. 

Page 328-330 Footnote.1 
Attacliiiieiit 1 

Page 358 of 397 
KPSC Case No. 99-149 

TC (1st Set) 
Order Dated April 22, 1999 

Item No. 3 



BLANK PAGE 
(Next page i s  332) 

4 

Attachment 1 
Page 359 of 397 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 



' a  

4 e 

(Including transactions referred t o  as *wheelingu) 
calm (f), provide the to ta l  o f  a l l  other charges on ' 1. Report a l l  transmission, i.e., wheeling, o f  elec- 

t r i c i t y  provided t o  respondent by other e lec t r i c  u t i l i -  
t ies, cooperatives, aunic ipal i t ies,  or other @ t i c  
author i t ies during the year. 

2. In colum (a) report each c q n y  or public autho- 
r i t y  that  provided trmsmission service. Provide the fu l l  
nmnc of  the carpany; abbreviate i f  necessary, but do not 
t m a t e  nvnc or use acraymr. Explain in  a footnote any 
omrship in te res t  in or a f f i l i a t i o n  with the transmission 
service provider. 

3. Provide in colum (a) s&edings and c lass i fy  trans- 
mission service prrchased f ran  other u t i l i t i e s  as: *Deli-  
vered Parer t o  Wheeler* or *Received Power from Wheeler.* 

4. Report in  colums (b) and (c) the to ta l  megawatthours 
received and del ivered by the provider of the transmission 
aervise. 

5. In c o l u w  (d) through (9). report expenses as s h o n  
on b i l l s  or vouchers rlndcred t o  the respondent. In colum 
(d), provide dcarand charm. In  c o l m  (e), provide energy 

b i l l s  or vouchers rendered t o  the re+paxknt, including 
any out of period adjustments. Explain i n  a footnote a l l  
components of the u%nnt shoun i n  co lum (f). Report in  
colum (g) the to ta l  charge shoun on b i l l s  rendered t o  the 
respondent. I f  no monetary settlement was made, enter zero 
("On) in  colum (9). Provide a footnote explaining the 
nature of the ronmDnetary Sett lam'It ,  including the &unnt 
and type of mew or service rendered. 

6. Enter aTOTAL* in  co lum (a) as the l as t  l ine. Provide 
a t o ta l  moult in  colums (b) through (9) as the last  l ine.  
Energy provided by the respondent fo r  the wheeler's 
transaission losses should be reported on the Electr ic 
Energy Accotnt, page 401. I f  the respondent received povcr 
from the wheeler, energy provided t o  accomt l o r  losses 
should be reported on l i n e  19. Trarrsloission By Others 
Losses, on page 401. Otherwise, Losses should be reported 
on llm 27, Total Energy Losses, page 401. 

7. Footnote entr ies end provide explanations f o l l w i n g  
charges re la ted  t o  the .moult of m r g y  transferred. In a l l  requlred data. 
1 I TRANSFER OF ENERGY I EXPENSES FOR TRANSUlSSlOW OF ELECTRICITY BY OTHERS 

FERC FORM NO.1 (REVISED. 12-90) 
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Year of Report 
D u .  31, 1997 

T O r t  T i s  R , e p g  15- Date of R 
B & ? l Y R F t G P E % P A N Y  1 !!I t 1 A Resuknission O r i ' i w t  I 'r8t3v997y 

TRANSWISSIW OF ELECTRICITY BY OTHERS ( A c c m t  565) 

(a) 
1 AEP Sys TraWAgreeinen 
2 East KY Coop. 
3 Allegheny Power Sys tem 
4 Carolina PBL 
5 C e n  I l l i n o i s  Pwr Ser 

(Including transactions referred t o  as *wheeling") 
1. Report a l l  transmission, i.e., wheeling, of e l u -  c o l m  (f), provide the to ta l  of a l l  other charges on ' 

TRANSFER OF ENERGY EXPENSES FOR TRANSMISSION OF ELECTRICITY BY OTHERS 
o ta l  C o s t  of 

(52,755,984) (52,755,984 
177,748 177,74 

1,605 1,605 4,551 4.55 
8,462 8,462 649 f '  

232 232 980 

t r i c i t y  provided t o  respondent by other e lec t r i c  u t i l i -  
t ies,  cooperatives, mn ic ipa l i t i es ,  or other publ ic 
author i t ies during the year. 

2. In c o l u m  (a) report each company or  publ ic autho- 
r i t y  that  providcd transmission service. Provide the f u l l  
rime of the c-; abbreviate i f  necessary, but do not 
t-te ~ l l lc  or  use acron)rmr. Explain in  a footnote any 
ownership in te res t  in  or  a f f i l i a t i o n  with the transmission 
service provider. 

5. Provide in  colum (a) s&headings and c lass i fy  trans- 
mission service purchased f ran  other u t i l i t i e s  as: W e l i -  
=red Pcuer t o  Wheeler* or *Received P a n r  f ran  
4. Report in cot- (b) md (c) the to ta l  argauatthours 

received and del ivered by the provider o f  the transmission 
service. 

5. In colunro (d) through (g), report expenses as show 
on b i l l s  or vouchers rmdcred t o  the respondent. In colrmn 
(d), provide damnd charges. In  colum (e), provide energy 

I 

6 lc inergy 
7 IDayton PBL 

e P a r  

b i l l s  or vouchers rendered t o  the respondent, including 
any out of period e d j u s t m t s .  Explain i n  a footnote e l l  
conponnts of the aaocnt shown in  c o l u m  (f). Report in  
co lum (g) the to ta l  charge shown on b i l l s  rendered t o  the 
respondent. I f  no monetary settlement was nade, enter zero 
("0") in colum ( 8 ) .  Provide a footnote explaining the 
nature of the nam#wtary settlement, including the ammt 
and type of energy or service rendered. 

6. Enter *TOTALn in  co lum (a) as the l as t  l ine. Provide 
a t o ta l  m t  in  colranr (b) through (g) as the tost l ine.  
Energy provided by the respondent fo r  the Hhnlerlc 
transmission losses should be reported on the E lec t r i c  
Energy Accant, page 401. I f  the respondent received panr 
from the uheeler, energy provided t o  accant  for losses 
should be reported on l ine 19. TrMsmission By Others 
~osses, on page 401. Otherwise, losses should be reported 
on l i n e  27, Total Energy Looses, page 401. 

7. Footnote entr ies and provide explanations fol lowing 
a l l  reouired data. 

5,862 5,862 10,162 10,162 
20 20 146 146 

55.832 55 .a14 50.649 50.649 

. -3 FERC FORU NO.l (REVISED. 12-90] 
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c Page 332 Line 1 Column B > 

KENTUCKY POmR COMPANY 

a 

NOTE : 
1) The respondent, Appalachian Power Company, Columbus Southern 
Power Company, Indiana Michigan Company and Ohio Power Company 
are associated companies and are parties to the Transmission 
Agreement dated April 1, 1984, as amended. Pursuant to the 
terms of the Transmission Agreement, American Electric Power 
Service Corporation serves as agent and the parties pool their 
investment in high voltage transmission facilities (138kv and 
above) and share the cost of ownership in proportion to the 
respective member's load ratio. As such there is no transfer 
of energy and some parties receive credits designated by brackets 
" 0 "  which are recorded in Account 5 6 5 .  
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:.' .d B 

27.114 

66,132 

S80.143 
23,429 
22,392 

(6,054) 
7,055 
32 , 746 

197,870 
107,027 
695,840 

11,560 
109.878 

iear  of Report 
Dec. 31, 1997 

uare or K T i s  R r c  1 0 -  1 I!] txFR%&E!ion I 
MISCELLWEM GENERAL EXPENSES ( A c c m t  930.2)(ELECTRIC) 

t2,27Q,i74 

- 
i n  

1 
2 
3 
4 

5 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
36 
35 
36 
37 
30 
39 
40 
41 
42 
43 
44 
4s 
4c 

>. - - 
- 
- 
- 
- 

- 
- 

UCSCI I L I H I  
( a7 

Industry Association Dues 
Nuclear Pwar Research Expenses 
Other E x p r i m m t a l  d General Research E v e s  
Plbblir 1 
Agent 12 rg Expenses, a d  Otger Expenses o Serviclng O u t s t a 2 1 4  Hecurlt!es 0 )  t i e  Respondent 

i s t r i b u t i n g  Inf ram ion and R p o r t s  tQ Stockhol ys- M t e e  Reg'st ar and Transfer 

es ( i s t  itam of  55 OOO or mor 'n t h i s  c (2) r-i ient 
O\ such Items. G r d p  mnmmts of  less that 8 k ~ s @ ~ ~ s %  !l)tt?fWr of It& SO 

orouped IS s owl) 
Ion Energy T L D B u s i m r  
nterest C o s t  on AEP Borrowed Capital 
.d Research - T ime  o f  Day 
LEP Service Corp. Federal Income Taxes L Credits 
IaMgeamt Deve lqmnt  Training - General 
lwgcacnt  Oevelopnent A c t i v i t i e s  - General 
LBnS Enhwwemnts 
:inancia1 In tegrat ion Projects 
E P  Corporate Services 
'OwCr Industry Cocrputer Applicationr Conference 
Rher ltems (107) Under 55,000 

TOTAL 

FERC FORM NO.l (ED. 12-94) 
-. . ' L. js 

..- 
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a 

..,_ 1 

(Except amortization o f  acquis i t ion adjustments) 
1. Report in  Section A for  the year the m o m t s  for: c lassi f icat ions and showirrg a CanpoSite to ta l .  Indicate 

(a) Depreciation Expenre ( A c c m t  403); (b) Amortization 
of Limited-Term E lec t r i c  P l a n t  (Accomt 404); and (c) 
b r t i z a t i m  o f  Other E lec t r i c  Plant (Accourt 405). 

2. Report in  section B the rates used t o  comprte unort i -  
ra t ion  charges fo r  e lec t r i c  plant ( A c c M t s  404 and 
405). State the basis used t o  caaprte charges a d  
lhether any changes have been rrde i n  the h s i c  or 
rates used from the preceding report year. 

3. Report a l l  avoitable in fomat ion  called for in section 
section C every f i f t h  year begiming with report year 1971, 
r e p o r t i m  ommlly only chonps t o  colums (c) through 
(g) fror the c a p l e t e  report o f  the preceding year. 

cimble plmt i s  followed, l i s t  M l e r i u l l y  in co l ra r  (a) 
r c h  plant c t b c c a n t ,  a-t or f v r t i o n a l  e l e c s i f i -  
cation, as appropriate, t o  uhich a ra te  i s  .pplied. 
Identify a t  the b o t t m  of section C the type o f  P l M t  
included in  my c t h c c o m t s u r d .  

In c o l m  (b) report a l l  depreciable plant bal.nces t o  
h i c h  rates are appl ied sharinu s d t o t a l s  by f m c t l o n a l  

Unless carpor i te depreciat ion m o u r t i n g  fo r  t o ta l  depre- 

a t  the bottom of section C the manner in uhich co lum 
balances are o b t e i d .  I f  average balances, state the 
method o f  averaging used. 

For colcmnc (c), (d), d (e) report  avai lable infomm- 
t i o n  fo r  each plant chmxour t ,  accomt or f v r t i o n a l  
c lass i f i ca t ion  l i s ted  in  d u m  (a). I f  plant mor ta l i t y  
studies a n  prepared t o  assist  in  estismtinR m r - e  
service lives, show in  co lum (f)  the type mor ta l i t y  
curve selected as most .ppropriate fo r  the accomt 
and in colrmn (e), i f  available, the weiohtcd averme 
average remaining l i f e  of surviving plant. 

I f  c a p o r i t e  depreciation a c m t i n g  i c  cad, report 
avai lable information called f o r  in  colwnc (b) through 
(9) on t h i s  h s i s .  

4. If provisions fo r  depreciation were pade &rim 
the year in addit ion t o  d c p n d a t i o n  provided by spplica- 
t i o n  o f  reported rbtes, state a t  the bottom o f  
section C the mmmts ud nature o f  the p r o v i c i m r  
a d  the plant items t o  which related. 

.. 

B. Basis for Amortization Charges 
'he $187,562 represents amort izat ion of indiv idual  Franchises and Consents and Leasehold lnprovements over the i r  estimated 
m a i n i n g  l ives. 
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me of Respondent This Report IC: Date of  Report 

ENTUCCl P M R  C U P A N Y  (0 [XI A n  Original (no, Da, Y r )  
(2) t 1 A Resthission 12/31/97 

2 
3 
4 
5 
6 
17 
I8 
19 
!o 
!1 
L2 
E5 
!4 
!s 
L6 
27 
28 
tp 
so 
31 
32 
33 
34 
35 
36 
37 
3a 
39 
40 
41 
42 
43 
cc 
45 
46 
47 

49 
4a 

sa 
- 

Year of Rcport 

Oec. 31, 1997 

Steam Production 
Trammi rsi on 
Dis t r i bu t i on  
General 

FERC FORM NO.! (ED. 12-95) 

Depreciable 
Plant Base 

(In Thousads) 
(b) 

Estimated 
iwg. Service 

L i f e  
(C) 

rppl led 
!pr. Rates 
:Percent) 
(e) 

Mortal i  ty  
Curve 

T y p e  
<f) 

A'verage 
Rsmaining 
L i f e  

ts) 

246.113 
301,041 
349,69i 
36.835 
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< Page 337 Line 12 Column b > 

NOTE (A) 

Depreciation was accrued monthly on functional composite bases at 
the above rates per annum on Electric Plant in Service Less Land 
and Land Rights, Intangibles, Improvements to Leased Froperty and 
Automotive Equipment as reflected by the Book of Accounts. 

1. Steam Production Plant 
2. Transmission Plant 
3. Distribution Plant 
4. General Plant 

NOTE (B) 

Depreciable Plant Base at year end. Also see Note ( A ) .  

Page 336-337 Footnote.1 
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Year of Report 
Dec. 31, 1097 

Date of R MdhRmANY 
PARTICULARS CONCERNING CERTAIN INCU4E DEDUCTIONS AND INTEREST CHARGES ACCOUNTS 

charges accants. Provide a sdeading fo r  each = c a n t  
nnd a to ta l  f o r  the (Kcant .  M d i t i o n n l  c o l m  may be 
8dded i f  deaaed appropriate with respcct t o  any M c m t .  

(a) M i s c e l l a o u o  Amortization (Accant 425) -- Des- 
c r ibe  the nature of items included in  th i s  accant, the 
contra accant  charged, the to ta l  of amortization charges 
fo r  the year, and the period o f  mnortization. 

(b) Miscellaneous Incane DccClctions -- Report the 
nature, puyec, d aOuIt of  other incane deductions fo r  
the year as required by Accants 426.1, Darations; 426.2, 
L i f e  Insurance; 426.3, Penalties; 426.4, Expenditures fo r  

2. 

10,DOO 
10,DOO 

110,453 

29,533 

209,259 

0 

0 

75,361 
4,050 

60,333 

6,696 
02,429 

graped by classes within the above accomts. 
(c) Interest on D e b t  t o  Associated Companies (Accomt 

430) -- For each associated coclpany t o  uhich interest  on 
de4t uas incurred during the year, indicate the arawnt 
and interest  rate respectively fo r  (a) advances on notes, 
(b) advances on open accomt, (c) notes payable,(d) 
accomts payable, and (e) other debt, d t o ta l  interest. 
Explain the nature of other debt on uhich interest  uas 
incurred during the year. 

(d) Other Interest Expense (Accant  431) --.Report 
part iculars (detai ls) including the munmt and interest  

_. 

E 
io. - 
1 
3 
4 
5 
6 
7 
8 
9 

IO  
I1 
I 2  
13 
I 4  
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2e 
x 
3c 
31 
si 
3? 
Y 
3: 
3 
3; 
31 
3' 

t' - 
ERI 

Pol t i c a l  md Re1 t Acti i t i e s  ra te  for other interest charges incurred during the year. 
;$!nOthf!v'6Cducthrts, o f  the &florm &stan; 9 

16 - OTHER INCOME DEWCTIONS 

126.1 - DOWATIOWS 
EWCATIOWM 

Miscel lanews Items Under 5% of AccoMt Total 

MEDICAL 
P i k w i l l e  Osteopathic 
Miscellaneous Items Under 5% of Account Total 

MIu(uN I TY 
' Parmomt Arts Center 

Tr i -State Fair  8 Regatta 
Miscellaneous Items Under 5% o f  A c c m t  Total 

OTHER DONATIONS 
Miscellaneous Items Under 5% of Account Total 

3TAL-426.1 

426.3 - PENALTIES 

OTAL-426.3 

426.4 - EXPENDITURES FOP. CERTAIN C IV IC ,  POLITICAL, 
8 RELATED A C T I V I T I E S  

Labor 
Transportation 
Employee Expenses 
Lobbying Expenses of Parent Co. Employees 
Miscellaneous Expenses 

'OTAL-426.4 I 229,br I' 

-._ ..* 
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Date of R Year o f  Report 
m&Rf8em%PANY Dec. 31, 1997 

PARTICULARS MYCERNING CERTAIN INCOW DEDUCTIONS AND INTEREST CHARGES ACCOUNTS 
rt t e inforamtion s i f i  k l w ,  i t e order C C o m t S  Amoul s s t 8 5% of each accamt t o t  1 

?or the' yenr lor  8f,bs8, dr&hmr i s  greater) m y  & g i A y o r  tke respective in!& &t ion  era Pnterest 

Next Page i s  3 

charges u c o m t s .  Provide a srtrheading fo r  each nccamt 
and a t o t a l  f o r  the accomt. A d i t i o n e l  colums my k 
added i f  deemed approprinte with respect t o  any accowt. 

(a) Miscellaneous Amortization (Accant 425) -- Des- 
c r ibe  the nature o f  iteats included in  t h i s  account, the 
contra umt charged, the t o t a l  o f  amort irat ion chnrges 
for the yemr, ud the period o f  anort irat ion. 

(b) MiuellncouP lncopc Deductions -- Report the 
futuro, pmyee, ud aaOvIt o f  other incaac dcbctiarr fo r  
the year u m i r e d  by Aceomto 426.1, Donations; 426.2, 
L i f e  t w m e ;  426.3, Penalties; 426.4, Expaditures fo r  

grouped by classes ui t h i n  the .hove accamts. 
(c)  Interest on Debt t o  Associated Canpenies (Accamt 

430) - -  For each associated coqany t o  which interest  on 
debt uas incurred during the year, i d i c n t e  the iamDult 

and interest rate respectively fo r  (a) advances on notes, 
(b) advances on open accomt, (E) notes payable,(d) 
accomts payable, and (e) other debt, a d  t o t a l  interest. 
Explain the nature of other debt on which interest  ms 
incurred &ring the year. 

(d) Other Interest  Expense (Accomt 431) -- Report 
p r t i c u l a r s  (detai ls)  including the m t  and . in tens t  

i;;; 
to. - 
i 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
54 
35 
36 
37 
3a 
39 

t! - 
ERC 

oris, of  the om system* 9 
I tem 
(a) 

426.5 - OTHER INCO(IE DEDUCTIONS 

Var iaa  C l t b  Dues L Mentrrships Each Undcr 5% 

Write Down of  ETS Furnace t o  Est. Sales Price 
Customer Financing Progrpl 
options 
WS-Partners LTD of  OHIO 

of Accant  Total 

M i 8 C ~ l L ~  It- Under 5% O f  A C C M t  Total , 

TOTAL-426.5 

OTAL 426 

31 - OTHER INTEREST EXPENSE 

Short Term Notes - Var ious 
Comnercial Paper - Various 
Liner of  Credit Fees 
Custamcr Deposits - 6% 
Miscel laneous 

'OTM 431 
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=,SO 
9,01: 

587,88 
20,15. 
116.30 

10 

760,95 

1,199.89 

127.62 
2,837,lO 

201,67 
1 

69, oa 

3,235,4i  



Date of R Year of  Report 
OK. 31. 1997 EhJ&"MY 

. .  . .  

REGULATORY CoI(IIISSI0U EXPENSES 

1. Report par t icu lars  (deta i ls )  of regulatory cannission ex- 2. Report in colums (b) and (c), only the current year':' 
penses incurred dur ing the current year (or incurred in  previous expenses that are not deferred and the currefit year's 
years, i f  being emortized) re la t i ng  t o  formal cases before a 
regulatory body, o r  cases in dtich such a body uas a party. 

anort i rat ion of arovlts deferred in previous years. 

- 
In 
NO. 

- 
1 
2 
5 
4 
5 
6 
7 
8 
9 

10 
11 
12 
15 
14 
15 
16 
17 
18 
19 
M 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

ERC 

- 
- 

. _  
FERC Asscoaent 96-91 

FERC Arsesment 97-98 

FERC Asserment-Bookarts 97-98 

Kentucky PSC Case No.%-520 Fuel Adjustment 
Clause R e v i e w  

nircet  lumwp 

TOTAL 
ORM 10.1 (EO. 12-96) Paqe 351 

(C) 

$152,998 

67.499 

20,134 

27,168 

23.556 

$271,13 

47,499 

20,134 

a 
27,168 

23,336 

t271,13 

Deferred 
in  189.4 coun t  e t  
B iming 3 year 
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3. Show i n  c o l m  (k) 
rrhich are being anortired. 
m r t  i zat ion. 

expenses incurred i n  prior years 
L ist  i n  colum (a) the period of 

4. List  i n  colum (f),  (a), and (h) expenses incurred during 
year nhich were charged currently to incane, ptant, or other 

&?a 

m 

928 

928 

Oepartmmt 

Electric 

l c t r i c  

l c t r i c  

l c t r l c  

l c t r i c  

!j 
46 

'4 

NWRREO DURING YE 
' TO 

<h) 
t152,998 

47,499 

20.134 

27,168 

$271.13 

accomts. 
5. M i n o r  items (less than t2!5,000) amy be grocped. 

O 
Pagc 

r 

AllollTIZED DURING YEAR 

! - (1) 
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(k) 

- 
51 

0 
- 

0 

- 
irn 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
3c 
31 
32 
33 
34 
35 
3d 

no, - 

2a 



Date of R Year of Report T i s  Report 16- 
!m&YRRi€E%iPANY 

RESEARCH, DMLOPIIENT, AND DEWSTRATIOW A C T I V I T I E S  

charged during the year fo r  technological research, develop- 
mt, and demonstration (R, D 8 0) project in i t iated, continued 
or concluded during the year. Report d l 0  srqport given t o  
others during the year f o r  jointly-sponsored pro ju ts . ( Ident i f y  
recipient regardless of  a f f i l i a t i on . )  For any R, D L D work car- 
ried u i t h  others, shou separately the respondent% cost fo r  the 
year end w s t  chargeable t o  others. (See de f in i t i on  of research, 
d e v e l o p a t ,  a d  demonstration in Uniform System of Accmts.) 

&on below. Classif icat ions: 
2. Indicate in  c o l m  (a) the applicable classif icat ion, as 

A. E lec t r i c  R, D L D Performed In te rna l l y  
(1) Generation 

a. Hydroelectric 

c. Internal  conknt ion  or gas turbine 
d. Nuclear 
e. Uncanrentionel generation 
f. S i t ing  and heat re jec t ion  

(2) System Plaming, Engineering and operation 
(3) Transmission 

a. Overhead 
b. Undergrand 

( 4 )  Dis t r ibu t ion  
(5) E m i r m t  (other than equippent) 
(6)  Other (Classify and include it- in  excess of $5,000. 
(7) Total Cost Incurred 

8. Electr ic,  R, D L C P e r f o d  External ly 
(1) Resea r t o  tbe l e c t r  cat R earch 

C W r P o F G  E lec t r i c  6-r L a 3  I ns t i t u te  
ish and w i l d l i f e  il: l%G;aikT r& f ectkic - 

I n  
lo. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
to 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
z5 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

- 

B - 
i R C  

Classi i at ion  
f a 5  

ELECTRIC UTILITY RESEARCH, DEVELOPENT L 
DEIY))(STRATIO)( PERFORMED INTERNALLY 

M1)8 GENERATION: FOSSIL-FUEL STEM 

n(im GENERATION: NUCLEAR 

M 3 ) A  TRANSIIISSION: OVERHEAD 

M4) DISTRISUTION: 

A(5)  ENVIRONMENT: (OTHER THAN EQUIPMENT) 

A(6) OTHER: 

A(7) TOTAL COST INCURRED INTERNALLY 

ELECTRIC UTILITY RESEARCH, DEVELOPMENT L 
DEMONSTRATION PERFORMED EXTERNALLY 

B(1) RESEARCH SUPPORT TO THE ERC OR THE EPRI: 

B(5) TOTAL COSTS INCURRED EXTERNALLY 

GRAND TOTAL 

DRM 10.1 (ED. 12-87) 

1 ITEMS UNDER $5,000 

UJVANCED PRESSURIZED UATER REACTOR DESIGN 

i ITEMS UNDER S5,OOO 

I ITEMS UNDER $5,000 

L ITEMS UNDER $5,000 

3 ITEMS UNDER $5,000 

1 ITEM UNDER $5,000 
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Year of Report 
Dec. 31, 1997 

& f d ? i Y R 6 3 t E % % P A N Y  

RESEARCH, OMLaQlQNT, AND DEnaYSTRATlOll ACTIV IT IES (Continued) 
(2) Research support t o  Edison Elec t r i c  with expenses &r ing the year o r  the accomt t o  which 

- 
in 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

19 

21 
22 
23 
24 
25 
2t 
21 
21 
21 
3( 
3' 
32 
33 
34 
35 
36 

- 

ia 

20 

31; - 

lmti tu te  mmmts nere capi ta l ized &ring the year, L ist ing Accovrt 
(3) Research S I p p o r t  t o  Nuclear Power 107, Construction Work in Progress, f i r s t .  Show in  col-  

G r o u p 0  
(4) Research support t o  Others (Classify) 

um ( f )  the mnomts related t o  the accomt charged in  
c o l m  (e). 

(5) Total Cost Incurred 5. Show in co lum to) the to ta l  vvmort ized ac- 
3. Include in colum (c) a l l  R, 0 L D items p r f o r a r d  c r m i l a t i m  of costs of prolects. This t o t a l  u t  c c p l  the 

Deaonrtrat im Utpendltunr, O u t s t d i n g  a t  .the end of 
the year. 

ac t i v i t i es  o r  projects, .&n i t  estiaates f o r  c o l u m  

Internally ud in colrrm (d) those items prfomed balance in Accovlt 188, Research, Owelopacnt, and 
OUt8idc the 
d a c r l b i n g  the rpcifk area of R, D 6 D (wch as 
safety, cwrosian mtrol, pollution, Wtcuatlm, neasure- 
a t ,  insulat ion, type o f  ~ l i u w e ,  etc.). G r o r g  it- 

o f  I t a s  a m .  lhder  Other, <A.(6) and B. (4 ) )  c lass i fy  *Est.' 

cortiruj S5,OOO or more, b r i e f l y  

6. If casts have not been segregated f o r  9, D L D 

vdar S5,OOO by c l u s l f f u t i a n s  and indicate the nmkr (C), ( d ) ,  and (f)  W i t h  such f d a r t i f i c d  by 

2,753 

12,921 

1 ,- 

2,112 

5,804 

12,906 

37,982 

37,982 

iRC FORM 10.1 (EO. 12-8i 

506 

flq 

588/539 

5aa/506 

506/930 

588/930 

2,251 

2,251 

2,251 

506 

I N  CURRENT YEAR 

%' 

2,153 

12,921 

1 

2,112 

5.804 

12,906 

37,982 

2,251 

2,251 

40,233 
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Year of Report 
D e .  31, 1997 

# s t R y t  I$:. Date of  R 
x An O r 1  ina l .  

A Resrr&lission I (%f~?bSrt I ’ ! & ! % 1 8 & R ~ P A N I  

DISTRIBUTIW OF SALARIES AND UAGES 

Report belou the d i s t r i b u t i o n  of t o t a l  salaries and uages appropriate l ines and C O t U r r r r  provided. I n  determining thj?-.> 

f o r  the year. 
ing a c c m t s  to U t i l i t y  Departments, Construction, PLant 
Removals. and Other A c c m t s .  and enter such emwnts i n  the correct results M Y  be Used. 

Segregate -ts o r i g i n a l l y  charged to clear- segregation Of salaries and uages o r i g i n a l l y  charged t o  c tL  
ing eccourts, a method of approximation g iv ing s t b t a n t i a l l y  

FERC FORM M0.l (ED. 12-88) 

e 
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Year o f  Report 
Dec. 31. tW7 

I7 Other 
58 TOTAL Construction (Total of l ines 65 thru 67)  s7.938.746 

59 Plant Removal (By Utflity Depertmentr) 7 
lo Elec t r i c  Plant 630,870 
71 Cas Plant 
R Other 
13 TOTAL Plant Removal (Total of l ines 70 thru 72)  $630,870 ' 
74 Other Accants (Specify): 
75 F u e l  Stock Expenses-Undistributed 
76 I Stores Expense-Undistributed-T&D Expense 

~8 I Transportation Expenses-nai ntemnce 
79 Transportation Expenses-Accidents 
Bo I Transportation Expenses-W-General & OH 

81 Bui ld ing Service-Clearing 
82 I 1100-Other Work In  Progress 
83 Expenditures t o  CNIC, P o l i t i c a l ,  8 R/A 
84 
85 Non-Productive Payrol l  
a6 

88 
89 
90 
91 
92 
93 
94 
95 TOTAL Other AccWnts 
96 TOTAL SALARIES AND UACES 

FERC FOAM N0.1 (ED. 12-88) 

695,360 
1,218,739 

0 
429,791 

975 
173,992 
i i 6 , ~ a  
440,435 

73,252 

216,489 

$3,365,681 
L34.899.087 

Page 355 

1 

$1.269.330 1 $9 ~ 208.076 I 

-1 
i 

$787.751 I $156.881 I 

(695,360 
(1,157,802) 

(409,591) 
(929)  

(165,814) 
(116,648) 
(440,435) 

(205,231 1 

(S3.191.810) 
0 

0 
60,937 

20,200 
0 

46 
8,178 

0 
0 

73,252 
0 

i i .25a 
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Year of  Report 
Dec. 31, 1997 

{ l i s f R y m  x ~n O r i - i c \ e l  Is* 
A Resdmission 

m & R % t l e 8 % P A N *  

ELECTRIC ENERGY ACCU.INT 
Report below the information ca l led f o r  concerning the d isposi t ion of e lec t r i c  energy generated, purchased, 

lheeled during the year. 

1. I f  the respondent has two or more power systems which with the sales so that the t o t a l  on l i n e  41 exceeds the 
are not phys ica l ly  integrated, furnish the required i n fo r -  amOvlt on l i n e  24 by the amount of  losses incurred (or . 
mmtion f o r  each non-integrated system. estimated) i n  making the Non-Requirements Sales For Resale. 

2. Report i n  c o l u m  (b) the system's energy wtprt fo r  4 .  Report in  co lum (d) the system's monthly mexinun 
each lnonth such that  the t o t a l  on l i n e  41 matches the to ta l  megawatt load (6O-minute integration) associated with the 
on l i n e  20. net energy fo r  the system defined as the dif ference between 

Nan-Requirements Sales For Resale reported on l i n e  24. 5. Report i n  colums(e) and ( f )  the specif ied information 
Include i n  the monthly amounts any energy losses associated 

3. Report in  c o l u m  (c) a monthly breakdown of the colums (b) and (c). 

f o r  each monthly peak load reported i n  co lum (d). 
NAnE OF SYSTEM: 
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KPSC Case No. 99-119 

FERC FORM 110.1 (REVISED. 12-90] I. Page 401 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 3 

http://ACCU.INT


Year of Repert 
D e .  31, 1997 

T S R  

STW-ELECTRIC GENERATING P W I T  STATISTICS (Large Plants) 
& % J & R & B P f & P A N Y  1 41 ffi:$&c!ion I 

w 

- 
l: 
5. 
4. 
5. 

$27.064 $25.272 
39 

40 Average Cost of Fuel per U n i t  Burned $26.767 $27.683 

42 so.010 
43 Average B t u  per KUh Net Generation 9,255 -000 

fveTt?e pt of Fuel per Unit ,  as Delivered 
P ant During Year 

41 Avg. Cost of Fuel Burned per M i l l i o n  Btu $1.104 s4.732 
Avg. Cost of Fuel Burned per KUh Net Cen 

FERC FORM NO. 1 (REV. 12-95) Page 402 . 
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c Page 402 Line 35 Column B > 

Used for  start-up, banking of boiler, flame stabilization, and 
supplemental firing. 
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Year of Report 
O e c .  31, 1997 

k t M L R R W % h A N Y  

T R A N W I S S I W  L I N E  STATISTICS 

Im, and expenses fo r  year. L i s t  each transmission l i n e  
aving naninal voltage of 132 k i l ovo l t s  or greater. Report 

r w m i s o i o n  l ines  below these voltages in grcup to ta ls  only 
or each voltage. 
2. I rMsmission liner include a l l  l i nes  covered by the 

cfinit ion of transmission system plant as given in the hi- 
o m  S y s t a n  o f  Accants. 00 not report s h t a t i o n  costs and 
xpemar on t h i s  page. 
J. Report data by indiv idual  lines for a l l  voltages i f  so 

equired by a State conmission. 
4. Excludc from t h i s  page any transmission lines f o r  which 
lmt costs w e  Included in Accant 121, N o n u t i l i t y  Property. 
5.Indicate whether the type of  srpporting structure report- 

4.79 
12.65 
3-04 
58.26 
154.74 
8.36 
45 -62 

0.72 
12.08 
14.77 
0.33 
1.10 
6.17 
22.35 
1.58 
0.09 
1.47 
16.92 

O& 
32.43 
10.05 
16.41 
0.71 
0.38 
7.90 
0.98 
5.08 
26.40 
3.09 
6.35 
5.88 

ing structure, indicate the mileage of eech type of construct 
by the use of brackets and extra lines. Minor  portions of a 
trcmsmission l i n e  of a d i f fe ren t  type o f  c m s t r u c t i m  need not 
be distinguished from the remainder o f  the l ine.  

6. Report in  colums (f)and(g) the to ta l  pole miles of each 
transmission l ine.  Show in colum ( f )  the pole miles of l i n e  
on structures the cost of which is reported fo r  the l i ne  desi- 
gnated; conversely, show in co lum ( 8 )  the pole miles o f  l i ne  
on structures the cost of bhich i s  reported for another l ine. 
Report pole miles of l i n e  on leased or pa r t l y  outted stru- 
ctures in  co lum (g). In a footnote, u p l a i n  the basis of 
wch ocapncy and state whether expenses u i t h  respect t o  
such structures are included in  the expenses reported fo r  the 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
a 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESIGNATION 

in 
No. F W  To 

0701 BIG SANDY, KY 
0702 B I G  SAMDY, KY 

0702 B I G  SANDY, KY 
0703 HANGING ROCK, OH 
0300 B I G  SANDY, KY 
0600 HAZARD, KY 
0600 HAZARD, KY 
0100 B I G  SANDY, KY 
0100 B I G  SANDY, KY 
0101 B I G  SANDY, KY 
0102 BELLEFONTE, KT 
0103 HAZARD, KY 
0103 HAZARD, KY 

0104 MILLBRWK, OH 

0104 MILLBRWK, OH 

0105 CLINCH RIVER, VA 
0105 CLINCH RIVER, VA 
0107 L W ,  W 

0110 BEAVER CREEK, KY 
0110 BEAVER CREEK, KY 
0110 BEAVER CREEK;KY 
0111 TRI STATE, W 

0111 TR1 STATE, W 
0113 CHADWICK 

0115 CHADWICK 
0117 MILERWK PARK, OH 
0116 BEAVER CREEK 
0118 DEWEY 

0119 BESLEY LAYNE 
0120 HATFIELO 

om2 B I G  SANDY, KY 

SARGENTS, OH 
BROADFORD, VA 
BROADFORD, VA 
BROADFORD, VA 
JEFFERSON, I N  

TRI-STATE, W 
PINEVILLE,  KY 
PINEVILLE, KY 
BELLEFONTE 
BELLEFONTE 
U HUNTINGTON. W 

N PROCTORVILLE, OH 

BEAVER CREEK, KY 
BEAVER CREEK, KY 
S I L W ,  KY 
S I L W ,  KY 

BEAVER CREEK, KY 
BEAVER CREEK, KY 
SPRICC, KY 
B I G  SANDY, KY 
B I G  SANDY, KY 
B I G  SANDY, KY 
BELLEFONTE, KY 
BELLEFONTE, KY 

KY ELECTRIC STEEL 

COALTON 
FULLERTON 
SP I C E W  
UASSEY 
ALLEN 
SPRIGC 

765.00 
765.00 
765.00 
765.00 
765.00 
345.00 
161.00 
161 -00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
69.00 
69.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
69.00 
46.00 
138.00 

.. 

765.00 
765.00 
765.00 
765.00 
765.00 
345.00 
161.00 
161.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 

ST 

A L W  
ST 
ALUM1 
ST 
ST 
UP 
ST 

ALUM 
ST 

ST 

ST 

ST 

ST 

ST 
UP 
ST 
VP 

ST 
ALUM1 
UP 

UP 
ST 

UP 

UP 
UP 
UP 
UP 

ST 
UP 
UP 

:ERC FORM NO. 1 (EO. 12-87) Page 422 ' 

1.10 

16.92 

0.33 
14.41 

1.5f 

- 
Mber 
of 

i rcu i te  

(h) 

1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
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Date f R Year o f  Report 

! t % J & I Y R m A N Y  I {~~s~~$;$&f~ion I (@h8j97wt I D c .  31, 1997 
TRANSMISSIW LINE STATISTICS (Contlrucd) 

7. Do not report the sane t r a n n i s s i o n  l i n e  structure twice. respondent c p r a t e s  or  shares in the operation of, furnish a 

$16,997,648 
$1 77,562 
$197,622 

t492.653 

S8,672 

$59,507 

M8,176 

w,m 

u4 ,478  

$2,128 
$519.478 

$16.110 

%,a58 
$337.532 
$394,836 
$555,042 
$16.653 

tl41.505 

Report lower voltage l ines and higher voltage l ines as one 
line. Desigrmte In a footnote i f  you do not include lowr 
voltage lines with hi*er voltage lines. I f  two or more trans- 
mission l i n e  structures srgport l ines  of the sane voltage, 
report the pole miles o f  the primy structure in co lum ( f l  
nd the pole miles of  the other line(8) in colrrm (9). 

8. Designate any transmission l ine or port ion thereof f o r  
d ich the mpondent i s  not the role aner. I f  such property 
I s  leased from another caapany, give - of lessor, d t e  and 
tems o f  Lease, .rd m t  o f  rent fo r  year. For .ny trarrrsli- 

ssion l ine other than a fo r  

c*ich the mpaxknt i s  not the sole oynr but uhich the 
teased line, or port ion thereof, 

$1 02,812,450 
$1,019,199 
s 1 , m , 5 6 2  

tl,220,850 

%3,923 

“77,449 

$111,403 

$1,261,746 

$444,269 

$168,524 

L2.4T1.341 

$297.567 

succinct s t r tanmt  explaining the arrangement ard g i v i w  
p n r t i c u l a n  (detai ls) o f  such matters as percent ownership by 
respondent in the line, nane o f  co-owner, basic of sharing 
expenses o f  the line,and how the expenses b o r n  by the respon- 
dent are w m t d  for, Md a c c m t s  af fcted.speci fy whether 
lessor, co-oner, or other party i s  an assodated coapay. 
9. Design8te uy transmission line leased t o  amthcr  compeny 
ud give m of  lessee, date ad t e r n  o f  Lease, umual rent 
fo r  year, md how determind. Specify whether lessee i s  an 

10. Base the P l M t  cOIt f fgures ca l led  fo r  in  colmns (j)  t o  
. S S O d 8 t d  C a a p M y .  

(1) on the booit cost a t  end of  year. 

$1 19,810,098 
$1,196,761 
$1,934,186 

f1.713,503 

$72,595 
$173,002 
$536,956 

$119,579 

$1 ,345.814 

$446,397 
$2,996,819 

I COST OF LINE (Include in c o l m  (1) land, I EXPENSES, EXCEPT DEPREClATlOll AND TAXES 

5bm 

151.5 VAR 

54 ncnA 
00 nacu 

166.5 VAR 

1055.5 VAR 

197.5 Iu 
197.5 ncntu 

is6 nCllA 

i36 n a u  

597 nCllA 
597.5 n u u  

r95 M a u  

795 nuu 
795 nau 
556.5 MCH 
m M a u  
336.4 nuu 

1033 M M  

~~ 

FERC FORM NO, 

lnd rights, and ctearing right-of-way) 

G L r n  Land Camtru: ion  md Tot81 C a t  I Other &ms I 

$355,978 
t422.416 

$1 
$408, 336 

S1,132,585 
$1,476,091 

$445,559 

$313,677 
0 

$362,836 
$759,948 
$394.837 
5963.378 
$462.212 

$1,274,090 

I I I .  
1 (ED. 12-87) Page 423‘ 

Rents 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
l t  
15 
2( 
21 
2; 
22 
21 
E 
2( 
2 
21 
2‘ 
31 
3 
3 
3 

i - 
3 
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,,: I- 

I131 BAKER 

. . . .  
. . . . . . . .  ..:. ,; ' - '  . . ; 2  '_ . : . . . . . . .  ..-. ... . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .  . . . . . .  . . .  .- . . . .  . . . . . .  . . . . . . . . .  

! S I C  SANDY EXT. 

Date of R Year I 

Dee. : 
l ! B M . L R m p A N Y  

TRANSMISSlolJ LINE STATISTICS 

138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 

69.00 

~- .-. 

1. Report information concerning transinission lines,cort of tion. I f  a transmission l i n e  has a w e  than one tvt 

UP 
UP 
UP 
UP 
UP 

ST 
ST 

.. 
I m ,  and expenses fo r  year. L i s t  each transmission Line ing c t r w w r e ,  Indicate the milcage of  each typ 
laving naniml voltage o f  132 k i l ovo l t s  or greater. Report by the use of brackets and extra lines. Minor pol 
ransmirsion lines k l o w  these voltages in  g r a p  to ta ls  only transmission l i n e  of a d i f fe ren t  type of constroct 
o r  each voltage. be distinguished from the remainder of the l ine. 

2. Transmission l ines  include a11 l ines  covered by the 6. Report in  colums (f)and(g) the to ta l  pole a 
i c f i n i t i on  o f  transmission systaa plant as given i n  the Uni- transmission l ine. Show in c o l m  (f)  the pole p 
om system of  Accants. Do not report srrbotation costs and on structures the cost of uhich i s  reported for th  
m e a  QI t h i s  page. gnated; comcrsely. show in c o h n  ( 0 )  the pole E 
3. R e p o r t  data by individrul lines fo r  a l l  voltages i f  so on structures the cost of W c h  i s  reported fo r  a 

equlrcd by a State cannissim. Report pole miles o f  l i n e  on leased or  pe r t l y  
4. Excl& from t h i s  pmgc any transmission lim for  which ctures in cotum (01. In a footnote, axplain t h  

llmt costs are included tn Accomt 121, N o r u t i l i t y  Property. such occupa~y and state whether expenses with 
5 . I d i u t e  &ether the type of  srgporting structure report- euch structures are included in the expenses repc 

2 - 
ine 
no. 

- 
4 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

11 - 
36 
ERC 
- 

1108 BEAVER CREEK 
Ill2 llASSEY 
I114 LOVELY 
) I f 3  ENGLE TAP 
1126 B I G  SANDY 

1109 BEAVER CREEK 
1125 BELLEFONTE 

SPRIGG tl 
LOVELY 
HCCLURE 

SOUTH NEAL 

SPRIGG ;113 

AK STEEL OXYGEN PLANT 

XM9 69KV LINES AND BELOW 

765KV EXPENSES 

USKV EXPENSES 

i 6 i w  EXPENSES 

138KV EXPENSES 

l i n e  designated. 

138.00 
69.00 
69.00 
69.00 

138.00 
138.00 
138.00 
138.00 

69.00 

32.60 
4.34 
6.96 
4.60 
0.01 

0.22 
1 .oo 

589.56 
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T ‘E R Date of R Year o f  Report I r!\ Pn%kR:im I ‘!b?/”97Wt 1 Dec. 31, 1997 
TRAllglISSIOW LINE STATISTICS (Conti&) 

7. Do not report  the sane t ransairs ion l i n e  structure twice. rcrpondcnt operates or  shares in  the operation of, furnish a 
Report louer voltage lines and htgher voltage lim as one 
l ine.  Designate in  a footnote i f  y w  do not includc lower 
voltage lines with higher voltage lines. I f  two o r  more trans- 
mission l i n e  structures s w r t  lim o f  the sma~ roltage, 
report the pole r i l e s  o f  the primary s t m t u r e  in wlum (f)  
and the pole miles o f  the other line(.) in d u m  (g). 

8.  Designate any transmission l i n e  o r  port ion thereof f o r  
Irhlch the nrpondent i s  no t  the sole auner. I f  such property 
1s leased from mother  c a p w y ,  girt rime o f  lessor, date .nd 
term!i o f  Lease, and .aocnt of rent for year. For any transmi- 
ssion l i n e  other than a leased line, o r  port ion thereof, f o r  

succinct statanent explaining the arrangement and giv ing 
par t tcu la r t  (detai ls)  of such aatters as p r c e n t  ownership by 
respondent in  the l ine, nanc of co-owner, & s i t  of  sharing 
expenses o f  the line,and how the expenses b o r n  by the mspon- 
dent are K c a n t e d  for, and a c m t s  affected.Specify whether 
lessor, co-owyr, or other party ts an associated ccqmy.  
9. Designate ury t r .nca iss im Line tensed t o  mother carpey  

and gtve nrme of  lessee, date and terms of lease, w r m l  rent 
fo r  year, and how determined. Specify uhether lessee is w 
associated CQIPMY. 
10. Base the plant cost f igures called f o r  in  coluaro (1) t o  

W c h  the respadent 1s not the sole owner but which the (1) on the book cost a t  end of year. 

WrmU 
95 nm 
95 nm 
0535 VAR 
0555 VAR 

% ACSR 
351 KCll 

FERC FORM NC 

COST OF LINE (Include in colum ( j )  land, 
land r i gh ts  

L n d  

t118,23a 

L121,009 
%0,39(J 

$120.301 

$51,485 

a 

$2,396,255 

t 2 6 , m .  11 
I (ED. 12-87) 

nd c l e a r i m  right-of-way) 
omtruc ion Nld Total Coot 
O the r  &ti I 

s1.31a.w 
uP2,OZT 
%51,593 

S1.185,U 
$97,436 

S22S ,206 
51,181,718 

$27,667,877 

L1.437.08a 
$332,425 
$572,602 

$1,305,745 
$97,434 
$51,485 

S225,ZBc 
S1,181,71e 

$30,064,134 

$1 74.083,TT $200,856.89 

EXPENSES, EXCEPT DEPRECIATIOW AM) TAXES 

Sb3,5n 

$27.795 

$901 

%,99i 

$29.37’ 

~ S126,64 

$582.51 

S254,73 

H , 2 6  

%5 ‘Te 

$269,1! 

$1,160.4 

. -  

Rents 

( 0 )  

Total 
Expenses 

(P) 

W+6,091 

f282,53( 

‘S9,16‘ 

$50,78( 

$298,501 

$1 -287.07 

- 

i r w  
No. 

- 
1 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
u 
24 
25 
2e 
21 
2t 
n 
3( 
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Date f R Year of Report 
r n & Y R i % e a % P A N Y  I j~1sfq7p&baaion I (y&97wt I D e .  31, 1997 

SUBSlAllDllS 

ing shs ta t ions  o f  the respondent as of the md of the 
year. 

street railway custamcr should not be l i s t e d  below. 

the nunber of  such shs ta t ions  must be shown. 
4. Indicate in  co lum (b) the f w c t i o n a l  character of each 

2. S h t a t i o n s  which serve only one industr ia l  o r  srbstat im, designating &ether transmission or d i r t r i b u t i m  
wd whether attended or wt tended.  A t  the end of the page, 

3. S t b t a t i o n s  with capacit ies of less than 10 Wa sumrarize according t o  fuwtion the capacit ies reported for 

inc No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

34 
35 
56 
37 
38 
39 
40 

except those servina customers with enem fo r  the ind iv idur l  stat ions i n  co lum C f ) .  

N a n r  wd Location o f  Shs ta t ion  Character of Urbrtat ion 

<a) (b) 
wLEIUN-QKEI(AN 1-U 

1-U 
CULLER-TILLIE D-U 
DEUEY-aODS 1-u 

1-U 
WRTOW-WRTW 1-u 
WRTDll-PIKEVILLE 1-u 
DRAFTIN-MRRWBWE D-U 
ELKH(RN CITY-ELKHORN CITY 1-u 

1-u 
EUNOQ)-VIRCIE 1-U 
ENGLE-ENCLE D-U 
FALCQI-SALYERSVILLE T-U 

1 -u 
FEDS CREEK-NIGH D-U 
FLEMING-FLEIIING 1-u 

1 -u 
FORDS BRANCH-SHELBIANA 0-u 
FORTY-SEVENTH ST.-ASHLAND D-U 
GARRETT-GARRETT D-U 

D-U 

CRAYSON D-U 

HADDIX-HADDIX D-U 

HATFIELO-SO. UILLlAnMN 1-U 
T-U 

HAZARD-LOTHAIR 1 -u 
1-u 
T-U 

1-U 

HAZARD T-U 
JENKINS-PIKEVILLE D-U 

IIAYKING-PIKEVILLE D-U 
ASHLAND-ASHLAND D-U 
BAKER-LOUISA T-U 

BAKER 1-u 
BARRENSHE-FREEBURN D-U 

BEAVER CREEK-CLEAR CR. JCT. 1-U 
T-U 
1-U 
1-U 

FERC FORM NO. 1 (ED. 12-96) Page 426, 
1 

. .  

WLTAGE (In W 
Primary 

( C l  

69.00 
69.00 
69.00 

138.00 
138.00 
138.00 
46.00 
46-00 
69.00 
69.00 
46.00 
69.00 
69.00 
69.00 
69.00 

138.00 
69.00 
46-00 
69.00 
46.00 
34.00 
69.00 
69.00 

138.00 
46.00 

138.00 
161 .OO 
138.00 
34.00 
69.00 
69.00 
69.00 
69.00 

765 .OO 
345.00 
69.00 

138.00 
138.00 
69.00 

138.00 

=-Jaw 
(d) 
12.00 
34.00 
34.00 
69.00 
34.00 
46.00 
4.20 

12.00 
12.00 
46.00 
34.00 
34.50 
46.00 
12.00 
12.00 
69.00 
12.00 
34.00 
12.00 
34.00 
12.00 
12.00 
34.00 
69.00 

7.20 
69.00 

138.00 
34.00 
12.00 
12.00 
12.00 
13.00 
12.00 

345 .oo 
138.00 

12.00 
69.00 
46.00 
12.00 
8.30 

Attachment 1 

Tert iary 
(e) 

12.00 

46.00 

12.00 

46.00 

12.00 
11.00 

34.50 
34.50 

46.00 
12.00 
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SUBSTATIQlS (Continued) 
5. Show in colums (i),(j),d (k) 8pecial equipnnt such of lessor, date and period of lease, and amml rent. For any 

20.00 
25.00 
90.00 
25.00 
45.00 
2.00 

11.00 
7.00 

20.00 
25.00 
20.00 
20.00 
20.00 
12.00 

130.00 
20.00 
30.00 
20.00 
20.00 

5 .OO 
20.00 
25.00 
60.00 

4.00 
180.00 
90.00 
30.00 

6.00 
4.00 

10.00 
20.00 
20.00 

1,500.00 
672.00 

15.00 
30.00 
38.00 

5.00 
125.00 

as ro ta ry  converters, rec t i f i e rs ,  condensers, etc. and am- 
i l i a r y  equipnent fo r  increasing capacity. 

frca others, j o i n t l y  omd wi th  others, o r  operated otherwise 
that by reason o f  sole o u n r s h i p  by the respondent. 

sllbrtation or equipnent operated other than by reason of sole 
owwrship or lease, give name of co-owner or other party, ex- 
p la in  basis of sharing expenses or other accamting between 
the parties, ud r t a t e  m t s  ud accamts affected in  respon- 
dent's books of  eccamt. S p e c i f y  in  each case whether lessor, 

6. Oesignate s t h t a t i o n s  or  m j o r  i tems o f  equipnmt leased 

For 

1 
1 
1 
1 
1 
3 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

rn &ta t i on  o r  cariment o#rated uder lease. aive ~llllc co-owwr. o r  other mrty i s  M assaciated co 

FERC FORM NO. 1 (ED. 12-96) 

. .  
coyvERs1~ APPARATUS 

t i )  
T y p  of  E q J i p l l t  

TAT CAP 
TAT CAP 

:TAT CAP 

;TAT CAP 

;TAT CAP 

ETA1 CAP 

STAT CAP 
REACTOR 

STAT CAP 

REACTOR 

Page 427 

1 SPECIAL EWI 
nkr of  Uni ts 

( I )  

1 
1 

1 

1 

1 

- 
ine No. 

- 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
26 
25 
26 
27 
20 
29 
30 
31 
32 
33 
34 
35 
3( 
31 
3( 
3' 
61 - 
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1. Report belw the information cal led fo r  concern- 
Ing slbstat ionr o f  the respondent as of the end of the 
war .  

l t r e e t  r a i l m y  customer should not be l i s ted  below. 

resale, nay be grorped according t o  f u r t i o n a t  c h a r a w A  
the nmkr of  such stbstations uust be shown. 

4. Indicate in  colua, (b) the f u r t i o n a t  character o f  each 

2. Slbstat ionr uhlch serve only one incLsotria1 or slbstation, designating nhether transmission or d is t r ibu t ion  
and *ether attended or uulttcndcd. A t  the ad of the page, 

5. Slrbrtationr with capacities o f  less than 10 Wa u w v l r i r e  according t o  f v l c t i on  the capacit ies reported fo r  

BEEFHIDE-JENKINS 
BELIUVEN-FLA-S 

BELLEFOWTE-BELLEFWTE 

BELLEFOWTE-EELLEFOWTE 

BETSY LAYNE-BETSY LAYNE 

B I G  SANDY-LOUISA 

BOWNYMAN-BONNYMAN 
BUSSEYVILLE-BUSSEYVILLE 
CANNONSBURG-ASHLAND 
CEDAR CREEK-PIKEVILLE 
CEDAR CREEK 

CHADWICK-CHADWICKS CREEK 
CLINTUOW 

COALTON-COALTON 
HENRY CLAY-HELLIER 

HITCHINS-HITCHINS 
HOWARD COLLINS-ASHLAND 
INEZ- INEZ 
INEZ 

JACKSON-JACKSON 
JEFF-PIKEVILLE 
JOHNS CREEK-KIMPER 
KENV000-PAINTSVILLE 
KEYSER-KEYSER 
LESLIE-VOOTEN 

LOUISA-LOUISA 

except those serving astamers wfth energy fo r  the indivichal stations i 
I 

D-U 
0-U 
1-U 
1-u 
T -u 
1-u 
1-U 
1-u 
1-U 
1-A 
1 - A  
1-A 
1-A  
1 - A  
1-A 
1-A 
1-U 
D-U 
D-U 
1-U 

1-u 
1-U 

1-u 
0 - U  

0 - U  
D-U 
D-U 
D-U 
D-U 
0 - U  
D-U 
1-U 

D-U 
1-u 
D-U 
D-U 
1-U 
1 - U  
D-U 

- 
.in 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

- 

- 

Nmne and Location of Subrtation I character of * tat ion 

FERC FORM NO. 1 (ED. 12-96) Page 426.1 

r 

colunn ( f )  
M 

P r i m r y  
(C) 

138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
138.00 
46.00 

138.00 
138.00 
138.00 
22-00 

345.00 
138.00 
138.00 
158.00 
138.00 
69.00 

138.00 
69.00 

138.00 
46.00 
34.50 

138.00 
69.00 
69.00 
46.00 
69.00 
69.00 

138.00 
13.33 

138.00 
69.00 
69.00 

138.00 
46.00 
69.00 

161 .OO 
69.00 
34.00 

9GE (In MI  

= d r y  
(dl 
34.00 
34-50 
12.00 
34.50 
69. 00 
69.00 
12.00 
12.00 
69.00 
34.00 
4.00 
4.00 

24.50 
23.00 
69.00 
34.00 
34.50 
34-00 
34.00 
34.00 
69.00 

0 
12.00 
69.00 
12.00 
12.00 
34.00 
12.00 
12.00 
69.00 
37.00 
37.00 
12.00 
13.00 
69.00 
12.00 
12.00 
69.00 
34.00 
12.00 

Tert iary 
(e) 

34.00 
34.00 

46.00 

34.50 
12.00 

46.00 

34.50 

13.80 

34.00 

12.00 
12.00 
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 ST STAT lacs (continued) 
5. Show i n  co lums ( i ) , ( j ) ,d (k) special equipnent such 

as rotary converters, rec t i f ie rs ,  condensers, etc. and aux- 
i l i a r y  equipnmt f o r  increasing capacity. 

from others, jo int ly omd u l t h  others, or operated otherwise 
t h m  by reason of sole anwrship by the respondent. 

of lessor, date and period o f  lease, a d  amuel rent. For my 
s h s t a t i o n  or equipment operated other than by reason of  sole 
ownership or lease, give nanr of co-ouyr  or other party, ex- 
p l a i n  b o i s  of sharirrg expencn or other m c w l t i w  betueen 
the parties, nd state m o u l t s  and accamt6 affected in respon- 
dent's books o f  a c m t .  Specffy In each case uhether lessor, 

6. Designate srrbrtatiars o r  uaJor i t a i m  of equipnent leased 

For 

20.00 
20.00 
46.50 

196.00 
100.00 
20.00 

7.00 
30.00 
25.00 
38.00 
80.00 

950.00 
300.00 
90.00 
8.00 

20.00 
25.00 
25.00 
25.00 
90.00 

111.00 
3.13 

200.00 
20.00 
25.00 
30.00 
10.00 
30.50 
50.00 

160.00 
320.00 

13.00 
10.00 
90.00 
20.00 
20.00 
90.00 
20.00 
10.00 

1 
1 
1 
1 
1 
1 
2 
1 
1 
2 
4 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
2 
1 
1 
2 
2 
1 
1 
1 
1 
1 
1 
2 

FERC FORM NO. 1 (ED. 12-96] 4' 

I ... ..- 

QIC eo-oynr, or  other party i s  an associated ea 
M(IVERSI(III APPARATUS AN0 SPECIAL EWI 

Type of E q u i p D a t  
(I) 

TAT CAP 

STAT CAP 

STAT CAP 

STAT CAP 

STAT CAP 

e r  of Units 
( J )  

1 

- 
ine 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 

31 
32 
33 
34 
35 
3( 
31 

- 

30 
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Wf Res ]pls[Rp"'t I $ -  Date o f  R Year of  Report 
7 

Dec. 31, 1997 
x AII O r i ' i  

ARes&KAion I N CKY POW'ESPANV 

SUBSTAT IONS 

ing olrbstations of  the respondent as of  the end of  the 
year. 4. Indicate in co lum (b) the fmction.91 character o f  each 

2. Substations uhmich serve only on indust r ia l  or  srrbstation, designating whether transmission or d is t r ibu t ion  
s t reet  raitway customer should not be l i s t e d  below. and whether attended or matt&. A t  the end of  the page, 

3. Sllbotatiocr, wi th  capacities of  less than 10 Wa sumrmrize according t o  function the capecities reported f o r  

the tuber of  such substations M t  be shown. 

In 
NO. 

Name and L o u t i o n  of  S t b t a t i o n  Character of S h t a t i o n  

2 lOLIVE HILL-ASHLANO ID-U 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

PIKEVILLE-PIWILLE 
PRINQSS-CA"Q(S811RG 
RUSSELL-RUSSELL 
SIDNEY-SIDNEY 
SLEW-SLEW 
SOUTH PIWILLE-PIKEVILLE 
STINNETT-IMSKINGSTON 
STQIE-BELFRY 
TENTH STREET-MHLANO 
TKLM-PAINTSVILLE 
VIEu)-VIccO 
E S T  PAINTSVILLE-PAINTSVILLE 
UHITESBURG-UHITESEURG 
UILLIMSON-S. UlLLlAUSON 
WRTLAND-WRTLAND 

48 STATIONS UNDER 10,000 KVA 

D-U 
1-u 
0-u 
D-U 
0-U 
0-U 
D-U 

/D 

1 

:elm (f). 
MLTAGE (In MV 

Primary 

69.00 
69.00 
69.00 
69.00 
69.00 
69.00 
69.00 

161 .00 
138.00 
69.00 

138.00 
138.00 
69.00 
69.00 
46-00 
69.00 

12.00 
12.00 
69.00 
12.00 
12.00 
34-00 
12.00 
36.00 
69.00 
69.00 
69.00 
34.00 
12.00 
12.00 
12.00 
12.00 

Tert iary 
(e) 

12.00 
46.00 

46.00 

FERC FORM NO. 1 (ED. 12-96) Page 426.2 

._ . . . .. . . . ..- 



5.  Show in col- (i),(j),d z) special cquipamt such 
as ro ta ry  converters, rec t i f i e rs ,  condensers, etc. and nux- 
i l i a r y  cquipDent for  increasing capacity. 

fmn others, jo int ly anwd with others, or -rated otherwise 
than by reason o f  sole m r s h i p  by the reopadcnt. 

of lessor, date and period of lease, and amual rent. For any 
srrbstation or equipent operated other than bf reason of sole 
ownership or lease, give neme of  co-oyner or other party, ex- 
p la in  basis of sharing expenses or other eccovlting between 
the parties, and state anomts and accomts affected in respon- 
dent’s books of  accomt. Specify in each a t e  lhether lessor, 

6. Designate slrbstations or major items of equipment leased 

F o r  

STAT CAP 

STAT & 

my subrtat ion or equ ipent  

~ ~ ~ ? ~ e ~ ~ a ~ ~  
C f )  

30.00 
12.50 
25.00 
20.00 
20.00 
20.00 
31 -00 
25.00 
20.00 
50.00 
20 .0  
m.0 
30.00 
12.00 
15.00 
11 .oo 
20.00 

274.00 

1 
1 

operated u 
u m t y  of 
TXSKr8 

(9) 
1 
2 
1 
1 
1 
1 
2 
1 
2 
1 
1 
1 
1 
1 
2 
2 
1 

48 

1 

nom co-ovyr, or other party i s  M associated ccnpany. 
COWVERSION APPARATUS AND SPECIAL EWIPMENT 

Type of Equipnent 
<i) 

-’ FERC FORM NO. 1 (ED. 12-96] Page 427.2 

h r  of Uni ts 

( I )  

40 

13 

- 
i r w  
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

- 

i a  
19 
t o  
21 
22 
23 
24 
25 
26 
27 
2a 
29 
30 
31 
32 
33 
34 
35 
36 
31 
3E 
35 
4( - 
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Year of Report T i s  R Date of R 
W R m P A N Y  1 111 [T+$&E!im 1 (re3?:97Wt 1 Dec. 31, 1997 

ELECTRIC DISTRIBUTION METERS AND LINE TRANSFWERS 
1. Report blow the informetion ca l led  fo r  concerning 

d i s t r i bu t i on  watt-hour meters and linc transformers. mal rent. I f  500 or m r e  meters o r  l i n e  transformers are held 
2. Include watt-hour deinand d is t r i bu t i on  meters, but not 

external demand meters. 
3. show in  a footnote the nrmkr of  d i s t r i bu t i on  watt-hour 

meters o r  l i n e  transformers held by the respondent uder 
lease from others, j o i n t l y  oyllcd with others, o r  held other- 
wise than by reason o f  sole arrership by the respondent. 

lease, give neme of lessor, date and period of lease, and an- 

other than by reason of sole ownership or tease, give name 
of a - m r  or other parties, explain basis o f  accumting fo r  
expenses b e t w m  the parties, and state amwi ts  and ac- 
c a n t s  affected in respondentoo books o f  accant.  Specify 
in each case whether lessor, co-owner, o r  other party i s  an 
associated coapeny. 

8 
9 

10 
11 
12 
13 
14 
15 
16 

Associated with U t i l i t y  Plant Sold 
TO1y R v t l  (Enter Total of 

6,138 2,069 sa 

In Stock 4,518 906 a0 

m and% 
Y u k r  a t  End o f  Ywr (Lines 1+5-9) 176,849 87,756 2.741 

Locked Meters on CUS~QI IC~S~ Premises 
Inact ive Transformers on System 
In Custanerso Use 167,723 86,692 2,657 

4,516 

In Conpanyos Use 92 160 4 

176,849 87,756 2,741 
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* 

=e 

. _ - .  
ENVIROWMENTAL PROlECTlOW EXPENSES 

no. im? 
1 
2 

3 
6 
5 
6 
7 
8 
9 
0 
1 

Attachment 1 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22. 1999 
Item No. 3 

Pagc391 of 397 

Classifi f a )  ation of Expmses knoult (b) ACtua&fxpages 

Depreciation $1.302, IS6 S1.220,cBr 
L bo hint e Materials, and Slcpplico Cost Related to Em. 

Fuel Related Costs 
9acf[ities 3 ' h g r -  61 1,814 

Operation of Facilities 1,327,854 
Fly Ash end Sulfur Sludge Removal 
Difference in Cost of Emirormntally Clean Fuels 

Replacement Power Costs 226,264 

Adninistrative and General 
Other (Identify significant) 
TOTAL $3,499,432 $1,220,484 

Taxes and Fees 31,344 

FERC FORM NO. 1 (ED. 12-88) Page 431' Next Page is 450 



a 

a 

Year of Report 
B & R m A N v  I l ! I ' ~ f i X k K ~ i o n  I 'r%3!997=" 1 Oec. 31, 9997 

Date f R 

ENVI RONlIEYTAL PROTECTIDW FACI L l  TIES 
1. For purposes of t h i s  response, environmcntal protect ion or lcu su l fu r  fuels including storage and handl- 

f a c i l i t i e s  sha l l  be defined as MY building, structure, 
equiptent, f a c i l i t y ,  or iaprovcment designed and constructed 
so le ly  for  control,  r t b c t i o n ,  prevention or abatanent o f  
discharges or releases i n t o  the environnrnt of gaseous, liquid, 
or so l i d  s ths tu res ,  heat, noise or fo r  the control, 
reduction, prevention, or atmtanent o f  any other adverse im- 
pact O f  an a c t i v i t y  on the envirammt. 

2. Report the dif ferences in  coot o f  f a c i l i t i e s  ins ta l led  
for  e n v i r a m a t a l  considerations over the coot o f  a l ternat ive 
f a c i l i t i e s  hi& would otherwise be used without environnmtal 
emsiderattons. the the best engineering design achievable 
without e w i m m e n t a l  res t r i c t ions  u the basis f o r  determining 

Colts without e n v i r o n r n t a l  carridcntiars. It IC not 
Intended that special design studies be made fo r  purposes o f  
t h i s  response. Base the mpowc on the best engineering 
Judgeamt h e r e  direct conparirons are not available. 

cost8 of a n r i m m e n t a l  protect ion f a c i l i t i e s  in  service, 
carrtnrted or mdlfled in c o m c t i o n  with the production, 
t m s l i s s i o n ,  .nd d is t r i bu t i on  o f  e lec t r i ca l  energy ud sha l l  
be reported herein f o r  a l l  such envfrcmental f a c i l i t i e s  
placed in  service on or a f t e r  January 1, 1969, so long as i t  
I s  read i l y  de tern imb le  tha t  such f a c i l i t i e s  were constructed 
OC m d i f i e d  f o r  envirormmtsl rather than operational purposes. 
Also report s im i l a r  upadi turn fo r  e n v i r m n t a l  p lant 
includcd In construction work in  progress. Estimate the cost 
o f  f a c i l i t i e s  rrhen the o r ig ina l  cost i s  not avai lable or 
f a c i l i t i e s  are j o i n t l y  owned with amther u t i l i t y ,  provided the 
respondent explains the bnsis of such estimations. 

Exrnples of these costs uould include a port ion o f  the costs 
of t a l l  smokestacks, v d e r g r a r d  lines, and landscaped substa- 
tions. Explain such costs i n  a footnote. 

include 
an estimated por t ion  o f  the cost o f  p lant that i s  or w i l l  be 
used t o  provide power t o  operate associated e n v i r m t a l  pro- 
tect ion f a c i l i t i e s .  
centage of p lan t  basis. Explain such estimations in  a footnote. 
4. Report a l l  costs vder the major c lassi f icat ions provided 

below and include, as a minimm, the i t a m  l i s ted  hereuder: 

(1) Scnkbers, precipi tators,  t a l l  smokestacks, etc. 
(2) Changes necessary t o  accQrmOdete use of 

envirocmentallv clean fuels such as Lou ash 

lnclude in these dif ferences In Colts the costs or estiamted 

3. In the cost o f  f a c i l i t i e s  reported on t h i s  page, 

These costs may be estimations on a per- 

A. A i r  po l l u t i on  control  f a c i l i t i e s :  

iw equipnent 
(3) Monitoring equipaent 
(4) Other. 

8. Mater po l l u t i on  control f ac i l i t i es :  
(1) Cooling touers, ponds, piping, pnps, etc. 
(2) Uaste water treatment equipment 
(3) Sanitary waste disposal equipment 
(41 O i l  interceptors 
(5) Sediment control  f w i l i t f c s  
( 6 )  Monitoring equipment 
(7 )  Other. 

C. Sol id waste disposal costs: 
(1) Ash handling and disposal equfpmmt 
(2) Land 
(3) Set t l ing  pmds 
(4) Other. 

(1) Structures 
(2) Mufflers 
(3) S w n d  proofing cquipPent 
(4) Monitoring equipment 
(5) Other. 

(1) Architectural costs 
(2) Towers 
(3) Underground l ines  
(4) Landscaping 
(5 )  Other. 

F. Additional plant capacity necessary due t o  
res t r i c ted  output from exist ing f a c i l i t i e s ,  or  addi- 
t i o n  of po l lu t ion  control f a c i l i t i e s .  

(1) Preparation o f  envirormental reports 
(2) Fish and w i l d l i f e  plants included in  Accounts 

330, 331, 332, and 335. 
(3)  Parks and related f a c i l i t i e s  
(4) Other. 

5. In those instances when costs are carposites of both 
actual supportable costs snd estimates of costs, specify 
in  co lum ( f )  the actual costs that are included i n  
co lum (e). 

v i r m n t a l  f a c i l i t i e s  at  l i n e  9. 

0. Noise abatcmcnt e q u i p m t :  

E. Esthetic costs: 

G. Miscellaneous: 

6. Report construction work i n  progress re la t ing  ro en- 

Actual Cost 
CHANGES DURING YEAR 

.{ne Class i f i ca t ion  of Cost at  
l o .  Additions Retirements Adju tments o Year (8) (a1 (b) 
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Schedule INDEX ( C o n t i n u e d )  
POQe NO . 

Deferred 
credits. other ............................................................................................. 
debits. miscellaneous ..................................................................................... 
income taxes accrmrlated . accelerated 

amortization property ................................................................................... 
income taxes accurulated . other prcperty ................................................................. 
incam taxes accrmrlated . other .......................................................................... 
income taxes accrmrlated . pol lu t ion  control f a c i l i t i e s  ................................................... 

Definitions. t h i s  repor t  form ................................................................................. 
Depreciation and amortization 

O f  C w  U t i l i t y  p lMt ................................................................................... 
o f  e l e c t r i c  plant ......................................................................................... 

Directors ..................................................................................................... 
D i s c a n t  on capf ta l  stock ..................................................................................... 
Discomt  . pr-anirrm QI long-tern debt .......................................................................... 
D f s t r i t u t i o n  o f  salaries and uages ............................................................................ 
Dividend appropriations ....................................................................................... 
Earnings. Rctafned ............................................................................................ 
Etect r fc  enrrgy accomt ....................................................................................... 
E m i r a m m t a l  protect ion 

expenses .................................................................................................. 
f ac i  1 i t  ies  ................................................................................................ 
elec t r i c  operation and maintenance ........................................................................ 
elec t r i c  operation and maintenance. sunaary ............................................................... 
uramDrtired debt .......................................................................................... 

Extraordinary property losses ................................................................................. 
F i l i n g  requirements. t h i s  report form ......................................................................... 
General descr ip t ion of construction overhead procedure ........................................................ 
General information ........................................................................................... 
Instructions f o r  f i l i n g  the FERC Form 1 ....................................................................... 
Generating p lant  s t a t i s t i c s  

hydroelectr ic ( large) ..................................................................................... 
pnped storage ( large) .................................................................................... 
small plants .............................................................................................. 
steam-electric ( large) .................................................................................... 

Hydro-electric generating plant s t e t i s t i c s  .................................................................... 
Ident i f i ca t ion  ................................................................................................ 
Important changes during year ................................................................................. 
Income 

statement of. by departments ............................................................................... 
statement of. f o r  the year (see also revenues) ............................................................ 
deductions. in terest  M debt t o  associated conpanies ...................................................... 
deduct ions. m i  scel lanecus amortization .................................................................... 
deductions. other income deduction ........................................................................ 
deductions. other in terest  charges ......................................................................... 

Incorporation information ..................................................................................... 
Installments received on cap i ta l  stock ........................................................................ 
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1NOU Schedule 

Accrued wd prepaid taxes ..................................................................................... 
A c M u l a t e d  Deferred Income Taxer ............................................................................. 
Acemutated provisions for  depreciation o f  

CoIIII)(yI U t i l i t y  P l M t  ...................................................................................... 
U t i l i t y  p lMt ............................................................................................. 
ut i l i t y  plant (Srmaary) ................................................................................... 

A&Mceo 
fmn rosociated caapenies ................................................................................. 

A1 larances .................................................................................................... 
h r t  i zat ion 

aiscel lanmus ............................................................................................. 
of nuclear fuel ........................................................................................... 

&+rapriatiam of R e t d d  Earnings ........................................................................... 
h8OCiated m i e S  

*a from ............................................................................................. 
corporations contro l led by respondent ..................................................................... 
contro l  over respondmt ................................................................................... 
interest  on debt t o  ....................................................................................... 

Attestat ion ................................................................................................... 
Balance sheet 

c a p . r a t i v c  ............................................................................................... 
notes t o  .................................................................................................. 

Bad0 ......................................................................................................... 
Capital Stock ................................................................................................. 

d i s c a n t  .................................................................................................. 
expense ................................................................................................... 
installments received ..................................................................................... 
premium .................................................................................................. 
reacquired ................................................................................................ 
subscribed ................................................................................................ 

Cash flw. statement of  ...................................................................................... 
Changes 

inportant during year ..................................................................................... 
C o n s t r u c t i o n  

werheads. e l e c t r i c  ....................................................................................... 
overhead procedures. general description of  ............................................................... 
work in progress . cumon u t i l i t y  plant ................................................................... 
work in progress . 'elect r ic  ............................................................................... 
work in  progress . other u t i l i t y  departments .............................................................. 
corporations control led by respondent ..................................................................... 
over respondent ........................................................................................... 
secur i ty holders and vot ing pouers ........................................................................ 
control led by ............................................................................................. 
incorporated .............................................................................................. 

CPA. b a c k g r d  information on ................................................................................. 
CPA Cert i f icat ion.  t h i s  report form ........................................................................... 

Control 

Corporation 

J 
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INDEX (Continued) 
Schedule 

Interest  
charges. on debt t o  associated campMies .................................................................. 
charges. other ............................................................................................ 
charges. paid on long-term debt. advances. etc ............................................................ 

Inwstlaents 
nonutility property ....................................................................................... 
s t h i d i a r y  companies ...................................................................................... 

Investment tax credits. accrrmlated deferred .................................................................. 
Law. excerpts applicable t o  t h i n  report f o m  .................................................................. 
Lis t  o f  schedules. t h i s  report  f o ra  ........................................................................... 
Long-term debt ................................................................................................ 
Losses . Extraordinary property ............................................................................... 
Materials and srppl ies ........................................................................................ 
Meters and l i n e  transforerrs .................................................................................. 
Miscellaneous general expenses .................................................................. i ............. 
notes 

t o  b n l m  sheet .......................................................................................... 
t o  s t a t m t  o f  changes in f inancia l  pos i t ion ............................................................. 
t o  statanent o f  incorn .................................................................................... 
t o  staterent o f  retained earnings ......................................................................... 

Y o n u t i l i t y  property ........................................................................................... 
Nuclear f ue l  ne te r ia l s  ........................................................................................ 
Yuclear generating plant. s t a t i s t i c s  .......................................................................... 
Y l a k r  o f  E lec t r i c  Department Ulployees ....................................................................... 
Off icers and o f f i ce rs '  salar ies ............................................................................... 
Operating 

expenses . e l e c t r i c  ....................................................................................... 
expenses . e l e c t r i c  ( s m r y )  ............................................................................. 

Other 
pa id- in  capi ta l  ........................................................................................... 
donations received from stockholders ...................................................................... 
gains on resale o r  cancel lat ion of reacquired 

capi ta l  stock ............................................................................................ 
miscellsneous paid- in  capi ta l  ............................................................................. 
regulatory assets ......................................................................................... 
regulatory l i a b i l i t i e s  .................................................................................... 

Overhead. construction . elec t r i c  ............................................................................. 
Peaks. montMy. and output .................................................................................... 
Plant. Comnon u t i l i t y  

reduction i n  par or stated value of  capi ta l  stock ......................................................... 

accurulated provis ion for depreciation .................................................................... 
acquis i t ion adjustments ................................................................................... 
allocated t o  u t i l i t y  departments .......................................................................... 
conpleted construct ion not c lass i f ied ..................................................................... 
Construction work i n  progress ............................................................................. 
expenses .................................................................................................. 
held for  future use ....................................................................................... 
in service ................................................................................................ 
leased t o  others .......................................................................................... 

PLant data .................................................................................................... 
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INOEX ( C o n t i d l  
SchedJlC 

Plant . e l e c t r i c  
accuwlated prov is ion f o r  depreciation .................................................................... 
construction work in progress ............................................................................. 
held fo r  fu ture use ....................................................................................... 
in service ................................................................................................ 
leased t o  others ........................................................................................... 

Plant . u t i l i t y  and acuaulated provisions fo r  depreciation 
a m r t i z a t i o n  ud deplet ion ( s u m m y )  ...................................................................... 

Po l lu t i on  contro l  f a c i l i t i e s .  rccrmlated deferred 
income taxes .............................................................................................. 

Pcwer Exchanges ............. ................................................................................. 
P m i u n  d d iscov l t  on long-term debt ........................................................................ 
PrUdrn  On Capital  8tWk ...................................................................................... 
Prepaid tutes ................................................................................................. 
Property . losses. extraordinary .............................................................................. 
fupd storage generating plant s ta t i s t i cs  .................................................................... 
Furchmed pouer ( including power exchanges) ................................................................... 
ReKquired cap i ta l  stock ...................................................................................... 
Reacquired long-term debt ..................................................................................... 
Receivers' c e r t i f i c a t e s  ....................................................................................... 
Reconci l iat ion of reported net incom u i t h  taxable income 

from Federal incomc taxes ................................................................................. 
Regulatory comaisslon expcnses deferred ....................................................................... 
Regulatory camiss ion expenses f o r  year ....................................................................... 
Research. development and demonstration a c t i v i t i e s  ............................................................ 
RetdIKd Earnings 

cmortization reserve Federal .............................................................................. 
appropriated .............................................................................................. 
statement of. f o r  the year ................................................................................ 
vrappropriated ............................................................................................ 

Revenues . e l e c t r i c  operating ................................................................................. 
Salaries and wages 

d i rectors  fees ............................................................................................ 
d i s t r i b u t i o n  o f  ........................................................................................... 
of f i ce rs '  ................................................................................................. 

Sales of  e l e c t r i c i t y  by rate schedules ........................................................................ 
Sales . f o r  resale ............................................................................................ 
Salvage . nuclear fue l  ........................................................................................ 
Schedules. t h i s  report  form ................................................................................... 
Secur i t i e r  

exchange reg i s t ra t i on  ..................................................................................... 
holders and vot ing powers ........................................................................ i ........ 

Statement o f  Cash Flous ....................................................................................... 
Statcmnt of  income f o r  the year .............................................................................. 
Statement of retained earnings for the year ................................................................... 
Stem-elect r ic  generating plant s ta t i s t i cs  .................................................................... 
Stock l i a b i l i t y  for  conversion ................................................................................ 
Srrbstations ................................................................................................... 
S q p l i e s  . mater ia ls end ...................................................................................... 
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Sheet 1 o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Please provide a copy of Joint Proxy Statement which addresses the change in control 
payments related to the CSW/AEP merger. 

RESPONSE: 

Attached please find a copy of the Joint Proxy Statement which addresses the CSW/AEP 
change in control payments. 

WITNESS: RICHARD E. MUNCZINSKI 

I 



- ‘rN-5i:Attachment 2 

American Electric Power Company, Inc. 
1 Riverside Plaza 

Columbus, Ohio 43215 

April 16, 1998 

AMIRK4N 
IUCI1PK 
PoWIlp 

D e a i  Shareholder: 

We invite ou to attend our annual meeting which will be held at The Ohio State University’s Fawcett 

At the annual meeting, we will ask you to approve: 
an increase in the number of  authorized shares of AEP common stock from 300,000,000 to 

our using these shares to complete the transaction with Central and South West Corporation, as 

We can complete the transaction with Central and South West only if ou approve these two actions. 

share of AEP common stock in exchange for each of their shares of Central and South West common 
stock. Following the merger, the current stockholders of Centra1 and South West Corporation will hold 
approximately 40.1% of the issued and outstanding AEP common stock. 

The Board of Directors of AEP has determined that the merger is fair and in your best interests. The 
Board has unanimously approved the merger agreement and the transactions contemplated by the merger 
agreement. 

At the meeting, we will also ask you to elect directors and ratify the appointment of Deloitte & Touche 
LLP as independent auditors for 1998. 

The merger is described in the accompanying Joint Proxy StatementProspectus. Additional informa- 
tion concerning the related transactions accompanies this letter. Please read these materials carefully. 

See “Risk Factors’’ beginning on page 20 for certain matters you should consider. 

Center, 2400 B lentangy River Road, Columbus, Ohio at 9:30 a.m., local time, on May 27, 1998. 

600,000,000; and 

described in the merger agreement we have with them. 

As a result of the transaction, Central and South West Corporation stoc l h  olders will receive 0.60 of a 

During the course of the meeting there will be the usual time for discussion of the items on the agenda 
and for questions regardin AEP’s affairs. Directors and officers will be available to talk individually with 

Your participation in the annual meeting, in person or by proxy, is important. Please mark, date, sign 
and return the enclosed proxy as soon as possible, whether or not you plan to attend the meeting or, if  you 
prefer you may vote your shares by telephone or internet by following the instructions on the proxy card. If 
you have any questions regarding the proposed transaction, please call Morrow & Co., Inc., our proxy 
solicitation agent, toll free at (800) 566-9061. 

shareholders before and a B ter the meeting. 

Thank you and I look forward to seeing you at the meeting. 

Sincerely, 

be “%& 
E. Linn Dra er, Jr. 
Chairman orthe Board, President 
and Chief Executive officer 

The Securities and Exchange Commission and state securities regulators have not approved the 
Merger described in this Joint Proxy Statemenflrospectus or the Company Common Stock to be 
issued in the Merger, and they have not determined whether this Joint Proxy Statemenflrospectus is 
truthful or complete. Furthermore, the Securities and Exchange Commission has not determined the 
fairness or merits of the Merger, Any representation to the contrary is a criminal offense. 

on or about April 20, 1998. 
This Joint Proxy StatementProspectus is dated April 16, 1998 and is first being mailed to shareholders 
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1 Riverside Plaza 
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Notice of Annual Meeting of Shareholders 
April 16, 1998 

Dear Shareholder: 
THE ANNUAL MEETING of shareholders of AMERICAN ELECTRIC POWER COMPANY, INC., a New York 

corporation (the “Company” or “AEP’’), will be held at The Ohio State University’s Fawcett Center, 2400 
Olentangy River Road, Columbus, Ohio at 9:30 a.m., local time, on May 27, 1998 for the followhg 
purposes: 

1. To vote upon the issuance by AEP of shares of its Common Stock, par value $6,50 per share 
(“AEP Common Stock”), to the stockholders of Central and South West Corporatlon (“CSW”) 
pursuant to the Agreement and Plan of Merger dated as of December 21,1997, which appears as 
Annex I to the accompanying Joint Proxy Statemenflrospectus, providing for the merger of 
Augusta Acquisition Corporation, a wholly-owned subsidiary of the Company, with and into 
csw, 
To approve the amendment of the Company’s Restated Certificate of Incor oration to increase 

shares; 
TO elect 11 directors of the Company, to hold office until the next annual meeting of the 
Company’s shareholders and until their successors are duly elected; 
To approve the firm of Deloitte & Touche LLP as independent auditors for 1998: and 
To consider and act on such other matters as may properly come before the meeting. 

2. 
the number of authorized shares of AEP Common Stock from 300,000,000 s t! ares to 600,000,000 

3. 

4. 
5. 
The Board of Directors has fixed the close of business on April 8, 1998, as the record date for the 

determination of shareholders entitled to notice of and to vote at the meeting. 
The Company’s audited financial statements and management’s discussion and analysis of results of 

operations and financial condition were mailed to you the last week of March, 1998. A copy of such 
information will be provided by first-class mail without charge to any shareholder, including any beneficial 
owner, upon oral or written request. Requests should be directed to Investor Relations, at the Company’s 
address set forth above or by phoning (800) 237-2667. You will receive the Company’s summary annual 
report under separate cover. 

If you plan to attend the meeting and are a shareholder of record. please mark the “Annual Meeting” 
box on your proxy card. An admission ticket is included with the proxy card for each shareholder of record. 
However, if your shares are not registered in your own name, please advise the shareholder of record (your 
bank, broker, etc.) that you wish to attend. That firm must provide you with evidence of your ownership 
which will enable you to gain admittance to the meeting. 

Your vote is very important. Please sign and date the enclosed proxy card and return it promptly in the 
enclosed return envelope, whether or not you expect to attend the meeting. This year, record holders of AEP 
Common Stock can also vote their shares by using a toll-Free telephone number or the internet. Instructions 
for using these convenient new services are set forth on the enclosed proxy card. 

You may revoke your proxy and vote in person if you decide to attend the meeting. 
If you are planning to attend the meeting, please indicate this when you vote. 

By Action of the Board of Directors, 

Columbus, Ohio 
April 16, 1998 

G.P. Maloney 
Secretary 
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CENTRAL AND SOUTH WEST CORPORATION 
1616 Woodall Rodgers F’reeway 
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To Our Stockholders: 

We invite you to attend our annual meeting which will be held at 10:30 a.m., local time, on Thursday, 
May 28, 1998 at the Dallas Museum of Art, 1717 North Harwood Street, Dallas, Texas. 

At the annual meeting, we will ask you to vote on a proposal to approve the merger of a subsidiary of 
American Electric Power Company, Inc. into Central and South West Corporation. As a result of the 
merger, you will receive 0.60 of a share of AEP common stock for each share of CSW common stock 
owned by you. Following the Merger, the current stockholders of CSW will hold approximately 40.1% of 
the issued and outstanding AEP Common Stock. 

We can complete the merger only if certain conditions are satisfied, including obtaining your approval 
and satisfying certain regulatory requirements. 

The accompanying Joint Proxy Statemenflrospectus includes a summary of the terms of the Merger 
and certain other information relating to the Merger. PIease read this material carefully. 

See “Risk Factors” beginning on page 20 for certain matters you should consider. 

Your Board of Directors has determined that the Merger Agreement and the transactions contem- 
plated thereby are fair, and in your best interests and recommends that you vote FOR the approval of the 
Merger Agreement. 

At the meeting, we will also ask you to elect directors and ratify the appointment of the firm of Arthur 
Andersen LLP as independent public accountants for 1998. 

The formal notice of the annual meeting is attached, and a form of proxy is enclosed for your use. 
Whether or not you expect to attend the meeting, it is very important that your shares be represented, and 
it would therefore be helpful if you would return your signed and dated proxies promptly. If you have any 
questions regarding the proposed transaction. please call investor services at CSW at (888) 279-1 100 (toll 
free). 

I look forward to seeing you at the meeting. 

Sincerely, 

E.R. BROOKS 
Chairman and Chief Executive Officer 

The Securities and Exchange Commission and state securities regulators have not approved the 
Merger described in this Joint Proxy StatemenWrospectus or the AEP common stock to be issued in the 
Merger, and they have not determined whether this Joint Proxy StatemenWrospectus is truthful w 
complete. Furthermore, the Securities and Exchange Commission has not determined the fairness or merits 
of the Merger. Any representation to the contrary is a criminal offense. 

This Joint Proxy Statement/Prospectus is dated April 16, 1998 and is first being mailed to shareholders 
on or about April 20, 1998. 



CENTRAL AND SOUTH WEST CORPORATION 
1616 Woodall Rodgers Freeway 

Dallas, Texas 75202-1234 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Central and South West 
Corporation, a Delaware corporation (“CSW”), will be held at the Dallas Museum of Art. 1717 North 
Harwood Street, Dallas, Texas on Thursday, May 28, 1998 at 10:30 a.m., local time, for the following 
purposes: 

1. To consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger 
dated as of December 21, 1997 (the “Merger Agreement”), attached as Annex I to the 
accompanying Joint Proxy StatementD’rospectus, providing for the merger (the .‘Merger”) of 
Augusta Acquisition Corporation, a wholly owned subsidiary of American Electric Power Com- 
pany, Inc. (“AEP”), with and into CSW and the other transactions contemplated thereby; 

To elect three directors who will constitute Class II of the Board of Directors and two directors 
who will be included in Class I11 of the Board of Directors; 

To approve the appointment of Arthur Andersen LLP as independent public accountants for 
1998: and 

4. To transact such other business as may properly come before the meeting or any adjournment 
thereof. 

Approval and adoption of the Merger Agreement and the transactions contemplated thereby requires 
the affirmative vote of a majority of the outstanding shares of CSW’s Common Stock entitled to vote 
thereon. 

2 .  

3. 

Stockholders of CSW are not entitled to appraisal rights in connection with the Merger. 

The enclosed proxy card will enable you to vote your shares on the matters to be considered at the 
annual meeting. All you need to do is mark the proxy card to indicate your vote, date and sign the pro?cy 
card, and then return it promptly in the self-addressed stamped envelope provided. The giving of the proxy 
will not affect your right to attend the meeting, or, if you choose to revoke the proxy, your right to vote in 
person. 

The Board of Directors has fixed the close of business on April 8, 1998 as the record date for 
determination of stockholders entitled to notice of and to vote at the annual meeting. 

By Order of the Board of Directors 

\b c.  
KENNETH C. RANEY, JR. 
Secretary 

April 16, 1998 
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Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Should CSW stockholders or AEP shareholders send in their stock certificates now? 

No. If you are a CSW stockholder. after the merger is completed you will receive written 
instructions for exchanging your CSW common shares for AEP common shares (and your cash 
payment in lieu of any fractional AEP common share). If you are an AEP shareholder, you should 
retain your certificates, as you will continue to hold the AEP shares you currently own. 

m a t  happens to my future dividends? 

AEP and CSW each plan to continue to pay dividends on their common stock until the closing of 
the merger at  approximately the same times and rates per share as were paid by each company 
during the last year. However, both the AEP Board and the CSW Board will continue to evaluate 
their respective financial condition and earnings. AEP does not anticipate making any changes t o  
its dividend policy following the merger; however, the AEP Board will continue to evaluate the 
financial condition and earnings of AEP and its dividend policy. 

What are the tax consequences of the merger to shareholders? 

The exchange of shares of CSW common stock for shares of AEP common stock in the merger 
will be tax-free to CSW stockholders for federal income tax purposes. Holders of CSW common 
stock will. however. have to pay taxes on any cash received for fractional shares. 

The merger will not have any effect on AEP shareholders for federal income tax purposes. 

What will CSW stockholders’ tax basis be in the AEP common stock they receive in the merger? 

Your tax basis in the shares of AEP common stock will equal your current tax basis in your CSW 
common stock reduced by the amount of basis allocable to fractional shares. 

What regulatory approvals are needed? 

Before we can complete the merger, we must. among other things: 

*await the expiration or termination of the waiting period under the Hart-Scott-Rodino 
Antitrust Improvements Act of 1976; and 

receive approvals from federal regulatory agencies. including: 

*the Securities and Exchange Commission; 

the Nuclear Regulatory Commission: and 

the Federal Energy Commission. 

receive approvals from state regulatory agencies? including regulators in: 

*Arkansas; 

Louisiana; 

*Oklahoma; and 

*Texas. 

When do you expect the merger to be completed? 

We hope to complete the merger in the first half of 1999. We are working toward completing the 
merger as quickly as possible. The timing and likelihood of obtaining the regulatory approvals 
described above is uncertain. 
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Q: 
A: 

Who can help answer my questions? 

If you are an AEP shareholder and you have more questions about the merger, you should 
contact: 

American Electric Power Company, Inc. 
Shareholder Relations Department 

1 Riverside Plaza 
Columbus, Ohio 43215 

Telephone: (800) 237-2667 

or 

Morrow & Co, Inc.. the 
proxy solicitor, who may be called toll-free at (800) 566-9061 

Fax: (614) 223-2807 

If you are a CSW stockholder and you have more questions about the merger, you should contact: 
Central and South West Corporation 

Investor Services Department 
1616 Woodall Rodgers Freeway 

Dallas. Texas 75202 
Telephone: (8S8) 279-1100 (toll free) 

Fax: (211) 777-2579 
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.. . . 
JOINT PROXY STATEMENT/PROSPECTUS SUMMARY 

This summary highlights selected information fiom thlr document and may not contain all of the 
information that is important to you. To understand the merger firlly and for a more complete description of 
the legal terms of the merger; you should read carefir14 this entire document and the documents referred to 
in “Where You Can Find More Information” (page 137). The merger agreement is attached as A n n a  I to 
this document. We encourage you to read the merger agreement. It is the legal document that govern the 
merge,: 

The Companies (page 29) 

American Electric Power Company, Inc. 
1 Riverside Plaza 
Columbus, Ohio 43215-2373 
(614) 223-1000 
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AEP is one of the nation’s largest public utility holding companies, providing energy to 2.9 million 
customers. Through its domestic electric utility subsidiaries, AEP primarily generates, transmits, distrib- 
utes or sells electric energy in portions of the states of Ohio, Indiana. Kentucky, Michigan, Tennessee. 
Virginia and West Virginia. Substantially all of the operating revenues of AEP and its subsidiaries are 
derived from selling electricity to customers. AEP also has holdings in the United Kingdom and China. 
Wholly owned subsidiaries provide power engineering, consulting, telecommunications and management 
services around the world. 

Central and South West Corporation 
1616 Woodall Rodgers Freeway 
Dallas, Texas 75202-1234 
(214) 777-1000 

CSW is a global, diversified public utility holding company based in Dallas. CSW owns four 
domestic electric utility subsidiaries serving 1.7 million customers in portions of the states of Texas. 
Oklahoma, Louisiana and Arkansas and a regional electricity company in the United IGngdom. CSW 
owns other international energy operations and non-utility subsidiaries involved in energy-related 
investments, telecommunications, ene ra  efficiency services (such as engineering design, equipment pro- 
curement and performance monitoring) and financial transactions. 

The Meetings (pages 22 and 26) 

Time, Place and Date of Meetings. 
The Ohio State University’s Fawcett Center, 2300 Olentangy River Road, Columbus, Ohio, at 9:30 a.m., 
local time, on Wednesday, May 27, 1998. 

The annual meeting of stockholders of CSW will be held at 10:30 a.m., local time, on Thursday, 
May 28, 1998, at the Dallas Museum of Art, 1717 North Harwood Street, Dallas, Texas. 

Matters to Be Considered at the Meetings. AEP Meeting. At the AEP meeting, we will ask the AEP 
shareholders (1) to approve an increase in the number of authorized shares of AEP Common Stock 
from 300,000,000 to 600,000,000, (2) to approve the use of AEP shares to complete the transaction with 
CSW, (3) to elect directors for AEP and (4) to approve independent auditors for AEP. 

(1) approve the merger agreement providing for the merger, (2) elect directors for CSW and 
(3) approve independent public accountants for CSW. 

The annual meeting of shareholders of AEP will be held at 

CSW Meeting. At the CSW meeting, holders of shares of common stock of CSW will be asked to 

4 

42 



Votes Required. AEP The issuance of AEP shares to holders of CSW shares in the merger 
requires the affirmative vote of a majority of the votes cast on the proposal, provided that the total 
votes cast on the proposal represent a majority of the outstanding AEP shares. The Charter Amend- 
ment requires the affirmative vote of a majority of the total outstanding AEP shares. AEP directors 
will be elected by a plurality of the votes cast at the AEP meeting. Approval of the independent 
auditors.of AEP requires the affirmative vote of a majority of the AEP shares present or represented 
by' proxy at the AEP meeting. 

CSW Approval of the merger agreement requires the affirmative vote of a majority of the total 
outstanding CSW shares. CSW directors will be elected by a plurality of the votes cast at the CSW 
meeting. This means that the persons (up to the number of Board seats to be filled) who receive more 
votes than those cast for other candidates win the election. Approval of the independent public 
accountants of CSW requires the favorable vote of a majority of the CSW shares present or repre- 
sented by proxy at the CSW meeting. 

Voting (pages 23 and 26) 

record on April 8, 1998: 
AEP 

to approve the issuance of AEP shares to holders of CSW shares in the merger: 

to approve the amendment to the AEP certificate of incorporation: and 

to approve Deloitte & Touche LLP as independent auditors for AEP for 1998. 

Voting is, however. cumulative for the election of AEP directors. This means you have the right to 
cast a total number of votes equal to the number of shares you hold multiplied by the number of 
directors to be elected. You may cast all your votes for one candidate. or you may distribute these votes 
among the candidates. 

may cast all for one candidate or distribute among the 11 candidates as you wish. 

AEP shareholders will have one vote at the .4EP meeting for each AEP share held of 

Exumple: If you held 10 AEP shares on April 8, I998 you will have a total of 110 votes that you 

CSW CSW stockholders will have one vote at the CSW meeting for each CSW share held of 
record on April 8, 1998: 

to approve the merger agreement; 

to approve Arthur Andersen LLP as independent public accountants for CSW for 1998; and 

to elect directors. 

The Record Dates for Voting at the Meetings (pages 23 and 26) 

AEP 

The close of business on April 8, 1998 was the record date for determining which holders of AEP 
capital stock are entitled to vote at the AEP meeting. At the record date, there were 190,378,571 U P  
shares entitled to vote at the AEP meeting. 

CSW 

The close of business on April 8, 1998 was the record date for determining which holders of CSW 
capital stock are entitled to vote at the CSW meeting. At the record date, there were 212,281,477 CSW 
shares entitled to vote at the CSW meeting. 

4 
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Security Ownership of Management (pages 117 and 121) 

As of January 1, 1998, directors and executive officers of AEP and their affiliates beneficially 
owned an aggregate of approximately 146,369 shares (less than 1%) of the outstanding AEP shares. As 
of December 31, 1997, directors and executive officers of CSW and their affiliates beneficially owned 
an aggregate of approximately 486,165 shares (less than 1%) of the outstanding CSW shares. 

What-You Will Receive in the Merger (page 31) 

AEP Shareholders: 

After the merger, each AEP share will remain outstanding and will represent one share of the 
combined companies, which will continue under the name “American Electric Power Company, Inc.“ 

CS W Stockholders: 

Each CSW share will be converted into the right to receive 0.60 of an AEP share from AEP and 

Assuming that there are 190,378,571 AEP shares and 212,281,477 CSW shares outstanding immedi- 

CSW will become a wholly-owned subsidiary of AEP. 

ately before the closing of the merger, the number of AEP shares to be issued to the holders of CSW 
shares in the merger would be 127,368,886, which would represent approximately 40.1% of the out- 
standing AEP shares immediately after the closing of the merger. 

Recommendations of the Boards of Directors (page 44) 

to holders of CSW shares in the merger and the amendment to the AEP certificate of incorporation. 
The AEP Board of Directors recommends that AEP shareholders vote FOR the share issuance and the 
charter amendment. 

AER AEP’s Board of Directors has approved the merger agreement, the issuance of AEP shares 

CSK CSWs Board of Directors has determined that the terms of the merger agreement and the 
transactions contemplated thereby are fair to, and in the best interests of, CSW and its stockholders 
and recommends that CSW stockholders vote FOR the approval of the merger agreement. 

Background of the Merger 

The chief executive officers of AEP and CSW had informal discussions on several occasions from 
January 1997 to March 1997 regarding a merger of the companies. With CSW’s stock price depressed 
in late April 1997 as a result, in the opinion of CSW management. of adverse action by the Texas 
Public Utility Commission, CSW management terminated discussions with AEP. 

alternatives. As part of this analysis, CSW management, in consultation with its advisers, developed a 
list of screening criteria for use in analyzing potential merger partners. CSW also considered other 
strategic alternatives which could be pursued without a business combination. At a meeting of the CSW 
Board of Directors on September 27, 1997, management recommended to the CSW Board of Directors 
that CSW seek a merger with a partner that could enhance CSW’s ability to implement its long-term 
vision. The CSW Board of Directors unanimously authorized CSW management to pursue its search 
for an appropriate merger partner while continuing to evaluate CSW’s stand-alone options. 

ing a stock-for-stock merger. During the ensuing months, CSW’s management also held preliminary 
discussions, and exchanged non-public information, with three other electric utilities regarding a possi- 
ble business combination and continued to evaluate other stand-alone alternatives. CSW management 
met with the CSW Board of Directors and a committee of the CSW Board of Directors on many 

From May through September 1997, CSW management continued to explore a variety of strategic 

In September 1997, the chief executive officers of AEP and CSW resumed their discussions regard- 
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occasions during October-December 1997 to update the directors and receive direction on the course of 
their discussions. 

On November 24, 1997, CSW management and CSW's advisers met with a committee of the CSW 
Board to discuss the progress of the strategic alternative evaluation process. The committee authorized 
CSW management to send to four strategic merger candidates a letter requesting each to advise CSW 
as tq whether. and on what terms, it was interested in pursuing a strategic combination with CSW. On 
December 11, 1997, CSW received affirmative responses to the request letters from AJ2P and two of 
the three other companies. 

of Directors to discuss the responses and the status of the strategic merger candidate evaluation pro- 
cess. After analyzing the responses and CSW's other stand-alone alternatives, the committee deter- 
mined that AEP appeared to be the best strategic merger partner for CSW and that a merger with 
AEP on the right terms would be more likely to restore and enhance long-term stockholder value than 
any of the other merger or stand-alone strategic alternatives. 

Following negotiations between Dr. Draper and Mr. Brooks, CSW and AEP agreed to proceed 
with merger negotiations on the basis of a proposed exchange ratio of 0.60 of an AEP share for each 
CSW share. The Boards of Directors of both companies approved the merger agreement in meetings 
on December 21, 1997, and the merger agreement was signed that afternoon. 

On December 12, 1997, CSW management and advisers met with a committee of the CSW Board 

Opinions of Financial Advisors (pages 47 and 54) 

In deciding to approve the merger, one of the factors that AEP's Board of Directors 
considered was the opinion of its financial advisor, Salomon Brothers Inc, now doing business as 
Salomon Smith Barney. that. as of December 21, 1997 and based upon and subject to the considera- 
tions set forth in such opinion, the consideration to be paid by AEP in connection with the merger was 
fair to AEP from a fin 

AEF! 

cia1 point of view. AEP urges its shareholders to read the entire Salomon 
Smith Barney opinion 7 ttached as Annex I1 to this Joint Proxy Statement/Prospectus carefully. 

CSU! Similarly, in deciding to approve the merger, one of the factors that the CSW Board of 
Directors considered was the opinion (which opinion has been reissued as of the date of this Joint 
Proxy StatementProspectus) of its financial advisor, Morgan Stanley & Co. Incorporated, that as of 
December 71, 1997. and the date of this Joint Proxy StatementProspectus, the exchange ratio was fair 
from a financial point of view. to the holders of CSW Shares. CSW urges its stockholders to read the 
entire Morgan Stanley opinion attached as Annex 111 to this Joint Proxy StatementProspectus 
carefully. 

Interests of Certain Persons in the Merger (page 61) 

In considering the CSW Board of Directors' recommendation that CSW stockholders vote in favor 
of the merger, CSW shareholders should be aware that a number of CSW's officers and directors have 
severance agreements, retention incentives or benefit plans that give them interests in the merger that 
are different from, or in addition to, other CSW shareholders. The total amount that may be payable 
to CSW's officers and directors in connection with the merger due to severance and retention arrange- 
ments is approxjmately $48.4 million, plus any additional payments that may be necessary to cover 
excise tax liabilities in connection with such payments. In order to encourage key executives to stay, and 
for other business reasons, CSW and AEP are currently evaluating certain modifications to the sever- 
ance agreements and retention incentives which are not expected to result in an increase in such 
payments. 
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Conditions to the Merger (page 95) 

permitted, waived by them. These include: 
AEP and CSW will not complete the merger unless a number of conditions are satisfied or, if  

AEP shareholders must approve the issuance of AEP shares in the merger and the amendment 

*.CSW stockholders must approve and adopt the merger agreement (which condition may not be 

each party’s representations and warranties contained in the merger agreement must continue to 

each party must perform its obligations under the merger agreement; 

there cannot be any injunction that prohibits the merger (which condition may not be waived); 

the relevant governmental authorities must approve the merger without the imposition of condi- 

to the AEP certificate of incorporation (which condition may not be waived); 

waived); 

be accurate; 

tions that could reasonably be expected to have a material adverse effect on the combined 
company; 

ture of a substantial portion of the generating assets of CSW or  AEP; 
there cannot be any law or order imposed by a governmental authority that requires the divesti- 

AEP and CSW must receive legal opinions as to the tax free nature of the merger; 

AEP and CSW must receive opinions dated as of the date of this Joint Proxy Statementi 
Prospectus of Salomon Smith Barney and Morgan Stanley confirming their original fairness 
opinions (which opinions have been received): 

the merger will qualify for pooling of interests accounting treatment; 

merger; and 

must be declared effective (which registration statement has been declared effective). 

AEP and CSW must receive letters from AEP’s and CSW’s independent accountants stating that 

the New York Stock Exchange must authorize listing of the AEP shares to be issued in the 

the registration statement on Form S-4 registering the AEP shares to be issued in the merger 

Regulatory Approvals (page 100) 

We must receive the approvals of federal and state regulatory agencies before we can complete the 
merger. At the federal level, these approvals include approval of the Securities and Exchange Commis- 
sion, the Nuclear Regulatory Commission and the Federal Energy Regulatory Commission. We must 
also complete the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as 
amended. At the state level, we must receive approvals from regulators in Arkansas, Louisiana, 
Oklahoma and Texas. We also require the approval or  non-opposition of certain state regulatory 
commissions. 

Termination of the Merger Agreement (page 96) 

or after the receipt of stockholder approval, without completing the merger. Either one of them can 
terminate the merger agreement i f  

AEP and CSW mutually can agree to terminate the merger agreement at any time, whether before 
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the merger is not completed by December 31, 1999, although this deadline will be extended to 
June 30, 2000 if the completion of the merger is delayed only because certain governmental 
approvals have not been received; 

the shareholders of AEP do not approve the issuance of AEP shares in the merger and the 
amendment of the AEP certificate of incorporation or the stockholders of CSW do not approve 
and adopt the merger agreement; 

a governmental authority, such as a court, permanently prohibits the merger; 

the board of directors of the other company 

withdraws or modifies in any adverse manner its approval or recommendation of the merger. 

fails to reaffirm its approval or recommendation of the merger if the terminating company 

approves or recommends any acquisition of such other company by a third party (other than 

approves or recommends a sale of a material portion of such other company's capital stock 

requests it, 

pursuant to the merger agreement), or 

or assets to a third party (other than pursuant to the merger agreement); 

the board of directors of the other company determines, under certain circumstances, that the 
board's fiduciary obligations require acceptance of an offer from a third party to enter into an 
alternative acquisition transaction; 

if a third party acquires greater than 50% of the voting power of the other company or if the 
individuals who make up the current board of directors of the other party (or nominees whom 
they have approve ) of the other company no longer constitute a majority of the board; or 

the other company breaches or fails to comply with any of its material representations, warran- 
ties or obligations under the merger agreement, unless such breach or failure to comply can be 
cured and the other company continues to use reasonable efforts to remedy such breach or 
failure to comply. 

7 

Termination Fees and Expenses (page 97) 

a total of $20 million if: 
Either AEP or CSW will be required to pay the other a fee of $225 million plus expenses of up to 

the merger is not completed by December 31, 1999, although this deadline will be extended to 
June 30, 2000 if the completion of the merger is delayed only because certain governmental 
approvals have not been received, and: 

at that time, there is an offer from a third party to enter into another transaction with it, 

within 18 months after the termination, it enters into an agreement with the third party for 

and, 

an acquisition; 

it terminates the merger agreement to accept a superior proposal from a third party: 

after its board of directors determines in good faith that its fiduciary obligations under 

within 18 months of the termination, it enters into an agreement with the third party for an 

applicable law require them to accept the superior proposal, and, 

acquisition; 

it fails to obtain tde shareholders approval for the merger, and, 
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at that time, there is an offer from a third party to enter into an acquisition with i t  and. 

within 18 months of the termination. it enters into an agreement with the third party for an 
acquisition; 

its board of directors withdraws its approval of the merger, and 

at that time, there is-an offer from a third party to-enter into an acquisition with i t  and. 

within 18 months of the termination, it enters into an agreement with the third party for an - 
acquisition; 

the merger agreement is terminated by the other party due to a breach by it and, 

at the time of termination, there is an offer from a third party to enter into another transac- 

within 18 months of the termination, it enters into an agreement with the third party for an 

tion with it and, 

acquisition; or  

.* a third party acquires greater than 50% of its voting power or the individuals who make up its 
current board of directors no longer constitute a majority of the board. 

Either AEP or  CSW will be required to pay the other a fee of $20 million if: 

it terminates the merger agreement to accept a superior proposal from a third party after its 
board of directors determines in good faith that its fiduciary obligations under applicable law 
require the board to accept the superior proposal; 

the merger agreement is terminated by reason of its material breach or  failure to comply with 
any of its representations, warranties or  obligations under the merger agreement; 

its board of directors withdraws its approval of the merger or  its favorable recommendation of 
the merger; or 

the merger agreement is terminated by the other party because a third party acquires greater 
than 50% of its voting power or  i f  the individuals who make up its current board of directors no 
longer constitute a majority of the board. 

In no event will the fees and expenses payable by either party as described above exceed $245 
million. 

No Appraisal Rights (page 85) 

connection with the merger. 
Neither CSW stockholders nor AEP shareholders are entitled to dissenters’ appraisal rights in 

U.S. Federal Income Tax Consequences (page 59) 

The merger is structured so that none of AEP, its merger subsidiary, CSW, CSW stockholders or 
AEP shareholders will recognize any gain or  loss for federal income tax purposes in connection with 
the merger (except for taxes payable because of cash received instead of fractional AEP Shares by 
CSW stockholders). The merger is conditioned on receipt of legal opinions that this is the case. 

AEP has received from its counsel, Simpson Thacher & Bartlett, an opinion to the effect that the 
merger will be treated for United States federal income tax purposes as a reorganization as defined in 
the Internal Revenue Code, that AEP, its merger subsidiary and CSW each will be a party to the 
reorganization as defined in the Internal Revenue Code and that AEP, its merger subsidiary and CSW 
will not recognize any gain or loss as a result of the merger. CSW has received from its tax counsel, 
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Christy B Viener. an opinion to the effect that the merger will be treated for United States federal 
income tax purposes as a reorganization as defined in the Internal Revenue Code, that AEP, its merger 
subsidiary and CSW each will be a party to the reorganization as defined in the Internal Revenue 
Code, and that stockholders of CSW will not recognize any gain or loss upon the receipt of AEP shares 
for their CSW shares, other than with respect to cash received in lieu of fractional shares. 

Under the terms of the merger agreement AEP and/or CSW may waive the requirement that such 
parties receive the bring-down opinions of tax counsel described above at closing. If the receipt of such 
tax opinions at  closing is waived by either party, M P  and CSW will recirculate this Joint Proxy 
StatemenVProspectus to disclose any such waiver and all related material disclosure, including risks to 
investors, and resolicit the votes of the respective stockholders of AEP and CSW. 

Tax matters can be complicated and the tax consequences of the merger to you will depend on the 
facts of your own situation. You should consult your own tax advisors to fully understand the tax 
consequences of the merger to you. 

Coniparison of Shareholder Rights (page 77) 

In  the mer9er. if you are a CSW stockholder. you will receive AEP shares and become a n  . G P  
shareholder. There are numerous differences between the rights of a stockholder i n  CSW. a Delaware 
corporation, and the rights of a shareholder in AEP. a New York corporation. including classification of 
directors, cumulative voting for directors, the ability of stockholders to take action without a meeting 
and preemptive rights of stockholders in' connection with the issuance of shares. If you are an  AEP 
shareholder. there will be no change in your rights as an AEP shareholder after the merger. 

Forward-Looking Statements May Prove Inaccurate (page 19) 

risks and uncertainties. Forward-looking statements include the information concerning possible or 
assumed future results of operations of XEP. CSW and the combined company as well as statements 
preceded by, followed by or that include the words "believes." "expects,!' "anticipates," "intends." or 
similar expressions. You should understand that certain important factors, in addition to those discussed 
elsewhere in this document and in t he  documents that are incorporated herein by reference. could 
affect the future results of the combined companies and could cause those results to differ materially 
from those expressed in our forward-looking statements. 

.4EP and CSW have made fonvard-looking statements in this document that are subject to certain 

Directors of AEP Following the Merger (page 62) 

In the merger agreement, AEP and CSW have agreed that the Board of Directors of.AEP imme- 
diately following the merger will consist of 15 members and will be reconstituted to include all then 
current board members of AEP, Mr. E.R. Brooks (the current Chairman of CSW) and four additional 
outside directors of CSW to be nominated by AEP. 
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COMPARATIVE PER SHARE DATA 
The following table sets forth certain historical per share data of AEP and CSW and combined per 

share data on an unaudited pro forma basis after giving effect to the Merger as if it had occurred on 
January 1, 1995 on a pooling-of-interests basis assuming that 0.60 of an AEP share was issued in exchange 
for each CSW share outstanding. This data should be read in conjunction with the selected historical 
audited and unaudited financial data and the historical audited and unaudited financial statements of AEP 
and b W  and the notes thereto that are incorporated herein by reference. The pro forma combined per 
share information of AEP and CSW is derived from the unaudited pro forma combined condensed 
financial statements and notes thereto included elsewhere in this Joint Proxy StatementProspectus. The 
pro forma comparative per share data does not purport to represent what the frnancial position or results 
of operations of AEP would actually have been had the transactions identified above occurred at the 
beginning of the relevant periods or to project AEP’s financial position or results of operations for any 
future date or period. The data set forth below should be read in conjunction with the pro forma financial 
statements and the separate historical financial statements and notes thereto of AEP and CSW, included 
elsewhere in, or incorporated by reference into, this Joint Proxy StatementProspectus. 

Book value per share: 

Cash Dividends Declared per share: 
Year ended December 31, 1997. . . . . . . . 

Year ended December 31, 1995 . . . . . . . . 
Year ended December 31, 1996. . . . . . . . 
Year ended December 31, 1997. . . . . . . . 

Income per share from continuing 
operations (basic and diluted): 
Year ended December 31, 1995 . . . . . . . . 
Year ended December 31, 1996. . . . . . . . 
Year ended December 31, 1997 . . . . . . . . 

Year ended December 31, 1997. . . . . . . , 
Dividend payout ratio: 

Pro Forma 
csw Pro Forma Equivalent 

AEP Historical Historical per Combined per Combined per 
per Share Share AEP Share CSW Share 

$ 24.62 $ 16.76 $25.79 $ 15.47 

$ 2.40 $ 1.72 $ 2.58(a) $ 1.55(a) 
2.40 1.74 2.59(a) 1.55(a) 
2.40 1.74 2.60(a) 1.56(a) 

$ 2.85 $ 1.97 $ 3.02 $ 1.81 
3.14 1.43 2.84 1.70 
3.28 1.55 3 .OO 1.80 

88.7%(b) 241.7%(b) 123.9%( b) 123.9%(b) 

(a) The pro forma combined dividends per share were based on the sum of the historical dividends 
declared by AEP and CSW divided by the pro forma average number of AEP shares outstanding. The 
pro forma average number of AEP shares was calculated by multiplying the average number of 
outstanding CSW shares during the year by the exchange ratio and adding the result to the average 
number of outstanding AEP shares during the year. The pro forma combined dividends per share are 
not necessarily indicative of the level of dividends after the consummation of the merger. The current 
annual dividend rate per AEP share is $2.40. AEP does not currently anticipate making any changes 
to its dividend. However, the AEP Board of Directors will continue to evaluate the financial condition 
and earnings of AEP and the continuing appropriateness of the dividend. If the pro forma combined 
dividends per share were based on AEP’s current annual dividend rate of $2.40 per share, the pro 
forma combined dividends per AEP share would be $2.40 for each of the years ended December 31, 
1995,1996 and 1997 and the pro forma equivalent combined dividend per CSW share would be $1.44 
for each of the years ended December 31, 1995, 1996 and 1997. 

(b) The dividend payout ratio before an extraordinary loss from UK windfall tax was 73.1% for AEP and 
112.3% for CSW and 86.6% for pro forma combined per AEP share and pro forma equivalent 
combined per CSW share. 

See “Notes to Selected Historical and Unaudited Pro Forma Combined Condensed Financial Data” on 
page 18. 
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COMPARATrVE MARKET PRICE INFORMATION 

AEP The AEP shares are listed for trading on the New York Stock Exchange, Inc. (“NYSE”) under 
the symbol “AEP.” The following table sets forth, for the fiscal quarters indicated, the dividends paid and 
the high and low sales prices of AEP shares as reported on the NYSE Composite Transactions, in each 
case based on published financial sources. 

.UP 

CSW 
High Low Dividends -- - 

r”’ .’=* 

L - - -. ‘ 

- 
3 

. .. 

1996 
First Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . 28Y: 26% 
Second Quarter.  . . . . . , . . , . . . . . , . . . . . , , . . . . . . . , . . . . . . . . . . . . . . . . 28% 26Y2 
Third Quar t e r . .  . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . 28f i  25% 
Fourth Quarter . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . 28 25Y: 

First Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . , . . . . . . , 26 20% 
Second Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22% 18 
Third Quarter . . . . . . . . . . , . . . . . , , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22% 19Y~ 
Fourth Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27V” 20 

First Quarter . .  . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . , . . . . . , . . . . . . . . 27% 26% 
Second Quarter (through April 16, 1998) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27% 26?h 

0.435 
0.435 
0.435 
0.435 

0.435 
0.435 
0.435 
0.435 

0.435 
N.A. 

1997 

1998 

Equivalent Per Share Data. The information presented in the table below represents closing sale 
prices reported on the NYSE Composite Transactions for both AEP shares and CSW shares, on 
December 19, 1997, the last trading day immediately preceding the public announcement of the proposed 
merger, and on April 16, 2998, the last practicable day for which closing sale prices were available at the 
time of the mailing of this Joint Proxy Statemenflrospectus, as well as the “equivalent per share price” of 
CSW shares on such dates. AEP and CSW shareholders should obtain current market quotations for the 
AEP shares and the CSW shares. The “equivalent per share price” of CSW shares represents the closing 
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I 

sale price per share reported on the NYSE Composite Transactions for AEP shares at such specified date, 
multiplied by the exchange ratio of 0.60. 

AEP csw csw 
Share Share 
Price Price Per Share Price 

Equivalent 

December.19, 1997 . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 52 $ 26 $ 31.20 
April 16, 1998. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $48.3125 $26.875 $28.9875 

Following the consummation of the merger, CSW shares will cease to be traded on the NYSE and the 
Chicago Stock Exchange. 
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SELECIED HISTORICAL FINANCIAL DATA 

AEP and CSW are providing the following financial information to aid you in your analysis of the 
financial aspects of the merger. This information is only a summary and you should read it in conjunction 
with-the historical financial statements of AEP and CSW and the related notes contained in the annual 
reports and other information that AEP and CSW have previously filed with the SEC. See “Where You 
Can Find More Information” on page 137. 

SELECTED HISTORICAL FINANCIAL DATA OF AEP 
(in millions-except per share amounts) 

Year Ended December 31. 
1993 1994 1995 1996 1997 ----- 

Income Statements Data 
Operating Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,269 $5,505 $5,670 $5,849 $6.161 
Operating Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,340 4,573 4,705 4,841 5,177 
Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  929 932 965 1,008 984 
Income Before Extraordinary Item . . . . . . . . . . . . . . . . . .  354 500 530 587 620 

(109) Extraordinary Loss-U.K. Windfall Tax - 
Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  354 500 530 587 511 
Earnings per Common Share: 

Before Extraordinary Item. . . . . . . . . . . . . . . . . . . . . . .  $ 1.92 $ 2.71 $ 2.85 $ 3.13 $ 3.28 
- - - - (0.58) Extraordinary Loss 

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.92 $ 2.71 $ 2.85 $ 3.14 $ 2.70 

- - _ _ - - -  

- - - . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  ----- 
- - - _ _ _ . - -  ----- 

Dividends Declared per Common Share . . . . . . . . . . . . . .  $ 2.40 $ 2.40 $ 2.40 $ 2.40 $ 2.40 
=-==- 

December 31, 
1993 1994 1995 1996 1991 ----- 

Balance Sheets Data 
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,359 $15,736 $15,900 $15,883 $16,615 

Capitalization: 
=---- 

Long-term Debt (a). . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,995 $ 4,980 $ 5,057 $ 4,884 $ 5,424 

Not Subject to Mandatory Redemption . . . . . . . . . . . .  268 233 148 
Subject to Mandatory Redemption (a) . . . . . . . . . . . .  501 590 523 510 128 

Common Shareholders’ Equity. . . . . . . . . . . . . . . . . . . .  4,151 4,229 4,340 4,545 4,677 
Total Capitalization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9,915 $10,032 $10,068 $10,029 $10,276 

Obligations Under Capital Leases (a) . . . . . . . . . . . . . . . .  $ 284 $ 400 $ 405 $ 414 $ 538 

Book Value per Common Share . . . . . . . . . . . . . . . . . . . .  $ 22.50 $ 22.83 $ 23.25 $ 24.15 $ 24.62 

Cumulative Preferred Stocks of Subsidiaries: 
90 47 

----- 
---____- --___--- 
-===i 

-_________-  ----- 
~~ 

(a) Including portion due within one year. 

See “Notes to Selected Historical and Unaudited Pro Forma 
Combined Condensed Financial Data”. 
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SELECTED HISTORICAL FINANCIAL DATA OF CSW 
(in millions-xcept per share amounts) 

Year Ended December 31, 

1993 1994 1995 I996 .. 1997 - - - - - -  
Income Statements Data 
Operating Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,084 
Operating Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,641 
Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  443 
Income From Continuing Operations. . . . . . . . . . . . . . . . . .  249 
Discontinued Operations . . . . . . . . . . . . . . . . . . . . . . . . . .  13 
Income Before Extraordinary Item . . . . . . . . . . . . . . . . . . .  262 

Cumulative Effect of Change in Accounting Principles . . . . .  46 
Net Income for Common Stock . . . . . . . . . . . . . . . . . . . . .  308 
Earnings per Common Share (basic and diluted): 

Continuing Operations . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.32 
Discontinued Operations . . . . . . . . . . . . . . . . . . . . . . . . .  0.07 

Cumulative Effect of Change in Accounting Principles . . .  0.24 
Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.63 

Dividends Declared per Common Share . . . . . . . . . . . . . . .  $ 1.62 

Extraordinary Loss-U.K. Windfall Tax - . . . . . . . . . . . . . . . .  

Extraordinary Loss - . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

$3,105 
2,550 

555 
369 
25 

394 

$3,143 $5,155 
2,522 4,360 

621 795 
377 297 
25 132 

402 429 

-- 
$5,268 
4,533 

735 
329 

394 402 429 153 

$ 1.95 $ 1.97 $ 1.43 $ 1.55 
0.13 0.13 0.64 - 
- - - (0.83) 
- - - - ---- 

$ 2.08 $ 2.10 $ 2.07 $ 0.72 

$ 1.70 $ 1.72 $ 1.74 $ 1.74 
---- ---- 
==-- 

December 31, 
1993 1994 1995 1996 1997 ----- 

Balance Sheets Data 
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,604 $11,066 $13.869 $13,332 $13,451 

Capitalization: 
Long-term Debt (a)(b) . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,769 $ 2,946 $ 3,943 $ 4,227 $ 3,937 

=-=-- 

Certain Subsidiary-obligated, Mandatorily Redeemable. 

Cumulative Preferred Stocks of Subsidiaries: 
- 335 Preferred Securities of Subsidiary Trusts - - - 

Not Subject to Mandatory Redemption . . . . . . . . . . . .  292 292 292 292 176 

. . . . . . . . . . .  

Subject to Mandatory Redemption (a) . . . . . . . . . . . .  64 36 35 34 27 
Common Stockholders’ Equity . . . . . . . . . . . . . . . . . . . .  2,930 3,052 3,178 3,802 3,556 ---____- 

Total Capitalization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,055 $ 6,326 $ 7,448 $ 8,355 $ 8,031 

Book Value per Common Share . . . . . . . . . . . . . . . . . . . .  $ 15.55 $ 16.01 $ 16.48 $ 17.98 $ 16.76 
---=- 

----- ----- 
~~ 

(a) Including portion due within one year. 
(b) Including capital lease obligations. 

See “Notes to Selected Historical and Unaudited Pro Forma 
Combined Condensed Financial Data”. 

Attachment 1 
Page 23 of 215 

KPSC Case No. 99-149 
16 TC (1st Set) 

Order Dated April 22, 1999 
Item No. 4 54 



SELECTED UNAUDITED PRO FORMA 
COMBINED CONDENSED FINANCIAL DATA 

The following selected unaudited pro forma combined condensed financial data combines the 
historical consolidated balance sheets and statements of income of AEP and CSW, including their 
respective subsidiaries, after giving effect to the merger, assuming the merger had been effective for all 
periods presented. This information should be read in conjunction with the historical financial statements. 
These statements were prepared on the basis of accounting for the merger as a pooling of interests and are 
based on the assumptions set forth in the notes hereto. The following information is not necessarily 
indicative of the financial position or operating results that would have occurred had the merger been 
consummated on the dates as of which, or at the beginning of the periods for which, the merger is being 
given effect, nor is it necessarily indicative of future operating results or financial position. See “Unaudited 
Pro Forma Combined Condensed Financial Statements.” 

(in millions4xcept 
per share amounts) 

Year Ended December 31. 
1995 1996 1997 --- 

Income Statements Data 
Operating Revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,761 $10,945 $11,352 
Operating Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,211 9,196 9,671 
Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,550 1,749 1,681 

--- 
Income From Continuing Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  907 884 949 
Discontinued Operations. 25 132 - 
Income Before Extraordinary Item . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  932 1,016 949 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Extraordinary Loss-U.K. Windfall Tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - (285) 
Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  932 1,016 664 
Earnings per Common Share (basic and diluted): 

Continuing Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.02 $ 2.84 $ 3.00 

Extraordinary Loss 
Net Income. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  f 3.10 $ 3.26 $ 2.10 

Dividends Declared per Common Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2.58 $ 2.59 $ 2.60 

Discontinued Operations 0.08 0.42 - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - (0.90) --- - -- 

--- --- 
December 31, 

1995 1996 1997 --- 
Balance Sheets Data 
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $29,769 $29,215 $30,066 - - -- --- 
Capitalization: 

Long-term Debt (a)(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9,405 $ 9,525 $ 9,899 
Certain Subsidiary-obligated, Mandatorily Redeemable, Preferred Securities of 

Subsidiarv Trusts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - 335 
Cumulative‘heferred Stocks of Subsidiaries: 

Not Subject to Mandatory Redemption . . . . . . . . . . . . . . . . . . . . . . . . . . . .  440 382 223 
Subject to Mandatory Redemption (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  558 544 155 

Common Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,518 8,347 8,183 
Total Capitalization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $17,921 $18,798 $18,795 

--- 
=== 

Book Value per Common Share. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  N.A. N.A. $ 25.79 

(a) Including portion due within one year. 
(b) Including capital lease obligations. 

N.A. = Not Applicable. 
.’ . 
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1. 

2. 

3. 

4. 

5 .  

6. 

7. 

Notes to Selected Historical and Unaudited Pro Forma 
Combined Condensed Financial Data 

Pro forma common share amounts give effect to the conversion of each outstanding CSW share into 
0.60 of an AEP share as provided in the merger agreement. 
Certain revenues, expenses, assets and liabilities of CSW have been reclassified to conform with 
AEP’s presentation. The effects of accounting policy differences are immaterial and have not been 
adjusted in the selected unaudited pro forma combined condensed financial data. 
In November 1995, CSW announced its intention to commence a tender offer for SEEBOARD pic, a 
regional electricity company in the United Kingdom. By April 1996 CSW acquired control of 100% of 
SEEBOARD plc for an aggregate adjusted purchase price of approximately $2.1 billion. The acquisi- 
tion was accounted for as a purchase and SEEBOARD plc is included in CSW financial information 
on a consolidated basis beginning in December 1995. 
In June 1996. CSW sold Transok, an intrastate natural gas gathering, transmission, marketing and 
processing company for approximately $890 million. Transok’s results of operations are shown as 
discontinued operations in all applicable statements of income through 1996. 
AEP and New Century Energies, Inc. acquired a regional electricity company in the United Kingdom, 
Yorkshire Electricity Group plc, through an equally-owned joint venture in April 1997. Total consider- 
ation paid by the joint venture was approximately $2.1 billion which was financed by a combination of 
equity and non-recourse debt. AEP uses the equity method of accounting for its investment in 
Yorkshire Electricity Group plc which is included in other property and investments. The earnings 
from the investment in Yorkshire Electricity Group plc excluding extraordinary items (see Note 6) are 
included in nonoperating income. 
In July 1997 the British government enacted a law that imposed on certain privatized businesses a 
one-time windfall tax on a revised privatization value which originally had been computed in 1990. 
The windfall tax is actually an adjustment of the original privatization price by the U.K. government. 
The pro forma windfall tax liability attributable to AEP’s interest in Yorkshire Electricity Group plc 
and CSW’s interest in SEEBOARD plc of $255 million is reported as an extraordinary loss. 
The data assumes the business combination was accounted for as a pooling of interests and was 
completed prior to the periods presented. Pro forma equivalent and pro forma per share amounts give 
effect to the conversion of each outstanding CSW share into 0.60 of an AEP share. The pro forma 
combined dividends per share were based on the sum of the historical dividends declared by AEP and 
CSW divided by the pro forma average number of AEP shares outstanding. The pro forma average 
number of AEP shares was calculated by multiplying the average number of outstanding CSW shares 
during the year by the exchange ratio and adding the result to the average number of outstanding 
AEP shares during the year. The pro forma combined dividends per share are not necessarily 
indicative of the level of dividends after the consummation of the merger. The current annual 
dividend rate per AEP share is $2.40. AEP does not currently anticipate making any changes to its 
dividend. However, the AEP Board of Directors will continue to evaluate the financial condition and 
earnings of AEP and the continuing appropriateness of the dividend. If the pro forma combined 
dividends per share were based on AEP’s current annual dividend rate of $2.40 per share, the pro 
forma combined dividends per AEP share would be $2.40 for each of the years ended December 31, 
1995,1996 and 1997 and the pro forma equivalent combined dividend per CSW share would be $1.44 
for each of the years ended December 31, 1995, 1996 and 1997. 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS 

The following statements are or may constitute forward-looking statements within the meaning of the 

(i) Certain statements, including possible or assumed future results of operations of AEP and 
‘CSW contained in “The Merger-Background of the Merger,” T h e  Merger-Reasons for the 
Merger”, “The Merger-Recommendations of the Board of Directors,” “The Merger-Opinion of 
Financial Advisor to AEP” and ‘The Merger-Opinion of Financial Advisor to CSW,” including any 
forecasts, projections and descriptions of anticipated cost savings or other synergies referred to 
therein, and certain statements incorporated by reference from documents filed with the Securities 
and Exchange Commission (the “SEC”) by AEP and CSW including any statements contained herein 
or therein regarding the development or possible or assumed future results of operations of AEP’s 
and CSW’s businesses, the markets for AEP’s and CSW’s services and products, anticipated capital 
expenditures, regulatory developments, competition or the effects of the merger of a wholly-owned 
subsidiary of AEP (“Sub”) with and into CSW (the “Merger”), 

(ii) any statements preceded by, followed by or that include the words “believes?” “expects,” 
“anticipates,” “intends” or similar expressions, and 

(iii) other statements contained or incorporated by reference herein regarding matters that are 
not historical facts. 

Because such statements are subject to risks and uncertainties, actual results may differ materially 
from those expressed or implied by such forward-looking statements. AEP and CSW stockholders are 
cautioned not to place undue reliance on such statements, which speak only as of the date thereof. 

Among the factors that could cause actual results to differ materially are: electric load and customer 
growth; abnormal weather conditions; available sources and cost of fuel and generating capacity; the speed 
and degree to which competition enters the power generation, wholesale and retail sectors of the electric 
utility industry; state and federal regulatory and/or legislative initiatives that increase competition, threaten 
cost and investment recovery and impact rate structures; the ability of the combined company to 
successfully reduce its cost structure; conditions imposed by regulators in connection with the regulatory 
approval process related to the Merger; the degree to which the combined company is able to retain and 
develop additional nonregulated business ventures and the results of such ventures; the economic climate 
and growth in the service territories of AEP and CSW following the Merger; economies generated by the 
Merger; inflationary trends and interest rates; and other risks detailed from time to time in the reports 
filed with the SEC by AEP and CSW. 

The cautionary statements contained or referred to in this section should be considered in connection 
with any subsequent written or oral forward-looking statements that may be issued by AEP or CSW or 
persons acting on its or their behalf. Except for their ongoing obligations to disclose material information 
as required by the federal securities laws, neither AEP nor CSW undertakes any obligation to release 
publicly any revisions to any forward-looking statements to reflect events or circumstances after the date 
hereof or to reflect the occurrence of unanticipated events. 

Private Securities Litigation Reform Act of 1995: 
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RISK FACTORS 

Shareholders of AEP and stockholdem of CSW should consider carefilly all the information contained in 
this Joint Proxy StatementJProspecm, including the following factors: 

Risks Related to the Merger 

Uncertainties in Integrating the Companies and Achieving Cost Savings 

CSW and AEP have entered into the Agreement and Plan of Merger dated as of December 21, 1997 
(the “Merger Agreement”) with the expectation that the Merger will result in certain benefits, including, 
without limitation, cost savings, operating efficiencies, revenue enhancements and other synergies. See 
“The Merger - Reasons for the Merger”, “- Recommendations of the Boards of Directors.” Achieving 
the benefits of the Merger will depend in part upon the integration of the businesses of AEP and CSW in 
an efficient manner, and there can be no assurance that this will occur. The consolidation of operations will 
require substantia1 attention from management. Any diversion of management amntion and any difficul- 
ties encountered in the transition and integration process could have a material adverse effect on the 
revenues, levels of expenses and operating results of the combined company. There can be no assurance 
that the combined company will realize any of the anticipated benefits of the Merger. For a discussion of 
other factors and assumptions related to the synergy estimates, see “The Merger - Reasons for the 
Merger”, “- Recommendations of the Boards of Directors.’’ 

Necessiry of Receiving Governmental Approvals Prior to the Merger 

The consummation of the Merger is conditioned upon receipt of approvals of the SEC under the 
Public Utility Holding Company Act of 1935, as amended (the “1935 Act”), the Nuclear Regulatory 
Commission (the “NRC”) under the Atomic Energy Act of 1954, as amended (the “Atomic Energy Act”), 
the Federal Energy Regulatory Commission (the “FERC”) under the Federal Power Act, as amended (the 
“Federal Power Act”), the Federal Communications Commission (the “FCC”) under the Communications 
Act of 1934, as amended (the “Communication Act”), and approvals of the Arkansas Public Service 
Commission (the “Arkansas Commission”), the Louisiana Public Service Commission (the “Louisiana 
Commission”) and the Oklahoma Corporation Commission (the “Oklahoma Commission”), a determina- 
tion by the Public Utility Commission of Texas (the “Texas Commission”) that the Merger is consistent 
with the public interest under applicable state laws, and the expiration or termination of the applicable 
waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR 
Act”). In addition, the approval or non-opposition of certain state regulatory commissions and the SEC is 
also required with respect to various inter-affiliate agreements to be entered into or amended in 
connection with the Merger. In addition, regulatory commissions of states where AEP’s and CSW’s utility 
subsidiaries operate as well as other parties have the ability to intervene in federal and state regulatory 
proceedings. 

There can be no assurance as to the timing of the required regulatory approvals, the ability to obtain 
such approvals or that such approvals will contain satisfactory terms and conditions. It is a condition to the 
consummation of the Merger that final orders from various federal and state commissions described above 
have been obtained and do not impose terms, conditions, or qualifications that; individually or in the 
aggregate, could reasonably be expected to have a material adverse effect on the combined company. 
There can be no assurance that any such approvals will be obtained, or if obtained, will not contain terms, 
conditions or qualifications that cause such approvals to fail to satisfy such condition to the consummation 
of the Merger or that such orders will not be appealed by intervenors to the appropriate courts. See 
“Regulatory Approvals.” 

Substantial Dilution of Voting Interest of AEP Shareholders 

Based on the capitalization of AEP and CSW as of April 8, 1998 and that, in the merger, CSW 
stockholders will receive .60 (the “Exchange Ratio”) of a share of common stock, par value $6.50 per share 
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of AEP (“AEP Shares”), holders of AEP Shares immediately before the Merger will own securities 
representing approximately 59.9% of the voting power of AEP Shares immediately following consumma- 
tion of Merger, without regard to shares issuable upon the exercise of options, rights or warrants. This will 
constitute substantial dilution of the voting interest in AEP of the AEP shareholders. 

&*i’:: 

;: 

The Eflect of Stock Pnce Fluctuations on the Consideration to be Received by the Holders of CSW Shares 
in the Merger 

The relative prices of shares of common stock, par value $3.50 per share of CSW (the “CSW Shares”) 
and AEP Shares at the effective time of the Merger may vary significantly from the prices as of the date of 
execution of the Merger Agreement, the date hereof or the date of the shareholder meetings. These 
variances may be due to changes in the businesses, operations, results and prospects of AEP or CSW, 
market assessments of the likelihood that the Merger will be consummated and the timing thereof, the 
effect of any conditions or restrictions imposed on or proposed with respect to the combined company by 
regulatory agencies in connection with or following consummation of the Merger, general market and 
economic conditions, and other factors. For example, between April 16, 1997 and April 16, 1998, the 
closing sales price of the A€P Share has ranged from a high of $52 to a low of $39W; the closing sales price 
of the CSW Shares during the same period has ranged from a high of $271i4h to a low of $l8%. In addition, 
the stock market generally has experienced significant price and volume fluctuations. These market 
fluctuations could have a material adverse effect on the market or liquidity of the AEP Shares. The 
Exchange Ratio fixes the consideration to be received by the stockholders of CSW at .60 of an AEP Share 
for each CSW Share, without any minimum or maximum value per share restrictions. There can be no 
assurance as to the market price of the AEP Shares as of the effective time of the Merger (the “Effective 
Time”), and therefore there is no assurance as to the value of the consideration to be received by the CSW 
stockholders in the Merger. 

Reduction of Dividends to be Received by CSW Stockholders 

Based on the AEP current dividend of $2.40 per share and the Exchange Ratio, CSW’s stockholders 
would receive $1.14 per share in dividends upon consummation of the Merger, which represents a 
reduction in the CSW stockholders’ dividend payout ratio. On April 17, 1997, CSW announced its regular 
quarterly dividend on the CSW Shares of $0.435 per share, which represents an implied annual dividend 
rate of $1.74 per CSW Share and a dividend payout ratio of 91% of earnings per common share. The 
current CSW dividend payout ratio is significantly higher than the AEP dividend payment ratio. The 
historical dividend payout ratio per CSW Share for the year ended December 31, 1997 was 241.7%. 
compared to 88.7% per AEP Share. AEP does not anticipate making any changes to its dividend policy 
following the Merger; however, the AEP Board will continue to evaluate the financial condition and. 
earnings of AEP and the appropriateness of its dividend policy. See “COMPARATIVE PER SHARE 
DATA’. 

Risks Related to the Business and Operations of AEP and CSW 

Competitive and Regulatory Conditions 

The Merger will combine two companies that share a common regulatory and competitive environ- 
ment as well as a number of factors currently affecting certain electric utilities, including relatively high 
levels of debt and competition from municipal and other alternative providers of electric service. The 
electric utility industry has been undergoing dramatic structural change for several years, becoming 
increasingly competitive. This evolution is due to, among other things, the Energy Policy Act of 1992 and 
the issuance by FERC in 1996 of certain orders which have further opened the transmission systems of 
electric utilities to use by third parties. As a result of the Merger, these factors may affect the combined 
company to a greater degree than would be the case for either AEP or CSW on a stand-alone basis. 

21 

59 

Attachment 1 
Page 28 of 215 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Item No. 4 



Environmental Risk Factors 

AEP’s and CSW’s electric utility subsidiaries are subject to regulation by federal, state and local 
authorities with regard to air and water-quality control and other environmental matters. It is expected 
that costs related to environmental requirements (including any changes in environmental statutes and 
regulations) will eventually be reflected in the rates of such subsidiaries, However, there can be no 
assurance that all environmental costs will be recovered. Certain proposed changes to federal air-quality 
control regulations and requirements could have adverse effects on AEP’s and CSW’s electric utility 
subsidiaries and on the post-Merger combined company. For example, the United States Environmental 
Protection Agency (the ‘‘USEPK’) has recently revised ambient air quality standards for ozone and 
particulate matter. While those standards do not mandate emission levels for facilities such as electric 
generating plants, they may result in more areas being designated as non-attainment areas for those two 
pollutants, and states may be required to develop strategies to reduce such pollutants, including lowering 
emission levels for electric generating plants. With respect to ozone, the USEPA promulgated a new 
8-hour standard of 80 parts per billion ozone in ambient air. The USEPA also issued state implementation 
plan. deficiency notices to various states (including each of the states in which AEP’s electric utility 
subsidiaries operate) calling for implementation of plans to reduce NO, emissions consistent with the new 
8-hour ozone standard, based mainly on a proposed reduction of power plant NO, emissions to 0.15 1b.l 
mmBtu (approximately 85% below 1990 levels). With respect to particulate matter emissions. the USEPA 
promulgated a new standard for fine particulate matter less than 2.5 microns in size. In addition, the 
USEPA intends to engage in studies, which may lead to regulation of mercury emissions by electric utilities 
in the future. Although the costs of meeting revised USEPA ambient air standards for ozone and 
particulate matter, along with other future environmental laws and regulations, cannot be precisely 
predicted at this time, such costs could be significant to AEP, and to lesser degree, CSW, as well as to the 
combined company. 

THE .4EP MEETING 

This Joint Proxy StatementIProspectus is first being mailed to shareholders of AEP on or about 
April 20, 1998 in connection with the solicitation of proxies by the AEP Board of Directors for use at the 
annual meeting of shareholders of AEP (the “AEP Meeting”) to be held at The Ohio State University’s 
Fawcett Center, 2400 Olentangy River Road, Columbus, Ohio on May 27, 1998, at 9:30 a.m., local time, 
and at any adjournment or postponement thereof. 

Matters to be Considered 

At the AEP Meeting, holders of AEP Shares will consider and vote upon proposals to (i) approve the 
issuance of AEP Shares in the Merger (the “Share Issuance”); (ii) approve an amendment to the Restated 
Certificate of Incorporation of AEP (the “AEP Charter”) to increase the number of authorized AEP 
Shares from 300,000,000 to 600,000,000 (the “Charter Amendment”); (iii) elect 11 directors to the AEP 
Board of Directors (the “AEP Board”); (iv) ratify the appointment of Deloitte & Touche LLP as AEP’s 
independent auditors for 1998 and (v) transact such other business as may properly come before the AEP 
Meeting or any adjournment(s) or postponement thereof. 

The Board of Directors of AEP has by the unanimous vote of the directors present approved the Merger 
Agreement, the Merger and the other transactions contemplated thereby, and unanimously recommends a 
vote FOR the Share Issuance, FOR the Charter Amendment, FOR the proposed slate of AEP Directors and 
FOR the ratification of AEP’s independent auditors. 
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The Charter Amendment increasing the number of authorized AEP Shares from 300,000,000 to 
600,000,000 will enable AEP to have a sufficient number of shares for the Share Issuance. If the Merger is 
consummated, AEP estimates that up to 130,000,000 AEP Shares would be required for issuance in 
connection with the Merger (including the AEP Shares issuable upon exercise of CSW stock options 
outstanding at the Effective Time). 

While AEP has no present intention of issuing any of the shares sought to be authorized that are not 
required to be issued in connection with the Merger, AEP believes that the availability of additional 
authorized shares would provide it with the ability to respond to future business needs and opportunities. 
The additional authorized shares would be available for issuance by AEP from time to time after the 
Effective Time without further action or authorization by shareholders (except as required by law or by a 
national securities exchange) in connection with possible investment opportunities, acquisitions of assets 
and other companies or for other corporate purposes as determined by the AEP Board. Such other 
corporate purposes might include raising additional capital funds through offerings of AEP Shares or of 
equity or debt securities convertible into or exchangeable for AEP Shares and the issuance of AEP Shares 
in connection with the employee benefit plans and executive compensation plans of AEP and its 
subsidiaries. If such additional authorized shares are issued to other than existing holders of AEP Shares, 
the percentage interest of such holders in AEP would be reduced. Although the existence or issuance of 
authorized but unissued shares of AEP capital stock could, under certain circumstances, have an anti- 
takeover effect, AEP has no present intention to issue such shares for anti-takeover purposes. 

The.Share Issuance will not be effected unless the Merger is consummated. The Charter Amendment 
will be effected, if approved by AEP shareholders, regardless of whether the Merger is consummated. 
Approval of both the Share Issuance and the Charter Amendment by the holders of AEP Shares are 
conditions to the consummation of the Merger. 

At the AEP Meeting, holders of AEP Shares will also be asked to vote upon proposals for the election 
of the directors to the AEP Board, ratification of the appointment of Deloitte & Touche LLP as AEP’S 
independent auditors for 1998 and such other business as may properly come before the AEP Meeting. 

Record Date; Voting Rights; Required Vote; Confidential Voting 

The holders of a majority in interest of the outstanding AEP Shares entitled to vote must be present in 
person or by proxy at the AEP Meeting in order for a quorum to be present. Only holders of record of 
AEP Shares at the close of business on April 8, 1998 (the “AEP Record Date”), will be entitled to receive 
notice of and to vote at the AEP Meeting. On the AEP Record Date, AEP had issued and outstanding 
190,378,571 AEP Shares. As of the AEP Record Date, the AEP Shares were held by approximately 
142,049 shareholders of record. Each AEP Share entitled to vote at the AEP Meeting entitles its holder to 
one vote, except with respect to the election of directors, for which voting is cumulative. Abstentions and 
broker non-votes (i.e shares held by brokers or nominees which are represented at a meeting but with 
respect to which the broker or nominee is not empowered to vote on a particular matter) will be counted 
as shares present for purposes of determining the presence or absence of a quorum at the AEP Meeting. 

Approval of the Charter Amendment requires the affirmative vote of a majority of the outstanding 
AEP Shares. In determining whether this proposal has received the requisite number of affirmative votes, 
abstentions and shares which brokers do not have the authority to vote in the absence of timely instructions 
from the beneficial owners (“broker non-votes”) will not be counted as votes cast and will have the same 
effect as a vote against the proposal. Abstentions may be specified with respect to approval of the Charter 
Amendment by properly marking the “ABSTAIN” box on the proxy for such proposal. 

Approval of the Share Issuance requires the affirmative vote of a majority of the votes cast on the 
.proposal, provided that the total votes cast on the proposal represent a majority of the outstanding AEP 
Shares entitled to vote thereon. Abstentions may be specified with respect to approval of the Share 
Issuance by properly marking the “ABSTAIN” box on the proxy for such proposal. For purposes of the 

Attachment 1 
Page 30 of 215 

KPSC Case No. 99-149 
TC ( 1 st Set) 

Order Dated April 22, 1999 
Item No. 4 

23 

61 

e.. 

f ” 



NYSE requirements, in determining (i) the total number of votes cast on such proposal and (ii) whether 
such proposal has been approved by a majority of the votes cast, abstentions will be counted and have the 
same effect as votes cast against the Share Issuance while broker non-votes will not be counted as votes 
cast. 

In the election of directors, voting is cumulative. This means each.AEP shareholder .has the riglit to 
cast as many votes in the aggregate as equals the number of votes to which that shareholder is entitled (one 
vote ?or each AEP Share held) multiplied by eleven, the number of directors to be elected. Each AEP 
shareholder may cast the whole number of votes so computed for one candidate, or may distribute votes 
among the candidates, as the shareholder chooses. The proxies designated by the Board of Directors will 
not cumulate the votes of shares they represent. Directors will be elected by a plurality of votes cast by the 
holders of AEP Shares entitled to vote at the AEP Meeting. “Plurality” means that the individuals who 
receive the largest number of votes cast are elected as directors up to the maximum number of directors to 
be chosen at the meeting. An abstention may be specified with respect to voting for directors, by properly 
marking the “WITHHOLD” box on the proxy. Votes withheld with respect to one or more of the 
nominees and broker non-votes will not be counted as votes cast for such individuals and. accordingly, will 
have no effect on the outcome of the vote. 

Ratification of the appointment of AEP’s independent auditors requires the affirmative vote of 3 
majority of the shares present in person or by proxy at the AEP Meeting and entitled to be voted. An 
abstention may be specified with respect to voting on such proposal, by properly marking the “ABSTAIN” 
box on the proxy for such proposal. In determining whether this proposal has received the requisite 
number of affirmative votes, abstentions and broker non-votes will not be counted as votes cast and. 
accordingly, will have no effect on the outcome of the vote. 

This year. record holders of AEP Shares can also vote their shares by using a toll-free telephone 
number or the internet. Instructions for using these convenient new services are set forth on the enclosed 
pro.y card. 

It is the policy of AEP that shareholders be provided privacy in voting. All proxy 
(voting instruction) cards and ballots, which identify shareholders, are held confidential, except as may be 
necessary to meet any applicable legal requirements. Proxy cards are returned in envelopes addressed to an 
independent third-party tabulator, who receives, inspects, and tabulates the proxies. Voted proxies and 
hallots are not seen by nor reported to AEP except (i) in aggregate number or to determine if (rather than 
hou) a shareholder has voted, (ii) in cases where shareholders write comments on their proxy cards, or 
( i i i )  in a contested proxy solicitation. 

As of January 1, 1998, directors and executive officers of AEP and their affiliates were beneficial 
owners of an aggregate of 146.369 (less than 1%) of the outstanding AEP Shares. 

Confidenrzal Voring. 

Voting of Proxies 

AEP Shares represented by all properly executed proxies received in time for the AEP Meeting will be 
voted at such meetings in the manner specified by the holders thereof. If no voting direction is indicated on 
the proxy card, the shares will be considered votes FOR the Charter Amendment, FOR the Share 
Issuance. FOR the election of the nominees for director (without cumulation) and FOR the appointment 
oi Deloitte & Touche LLP as independent auditors for AEP for 1998. Proxy cards that are not signed or 
that are not returned are treated as not voted for any purpose. Proxies relating to “street name” shares 
that are voted by brokers will be counted as shares present for purposes of deteimining the presence of a 
quorum on all matters, but will not be treated as shares having voted at the AEP Meeting as to any 
proposal as to which authority to vote is withheld by the broker or with respect ;u wliich such broker or 
nominee is not empowered to vote. 
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a 
It is not expected that any matter other than those referred to herein will be brought before the AEP 

Meeting. If, however, other matters are properly presented, the persons named as proxies will vote in 
accordance with their judgment with respect to such matters, unless authority to do so is withheld in the 
Proxy. 

Revocability of Proxies 

h e  grant of a proxy on the enclosed AEP form of proxy does not preclude a shareholder from voting 
in person. An AEP shareholder may revoke a proxy at any time prior to its exercise by filing with the 
Secretary of AEP a duly executed revocation or proxy bearing a later date or by voting in person at the 
meeting. Attendance at the AEP Meeting will not of itself constitute a revocation of a proxy. 

Solicitation of Proxies 

Subject to the Merger Agreement, AEP and CSW each will bear the cost of its solicitation of proxies, 
except that AEP and CSW will share equally the cost of printing and mailing this Joint Proxy Statementi 
Prospectus. In addition to solicitation by mail, the directors, officers and employees of AEP and its 
subsidiaries may solicit proxies from shareholders of AEP by telephone or telegram or in person. Such 
directors, officers and employees will not be additionally compensated for such solicitation but may be 
reimbursed for out-of-pocket expenses in connection therewith. Arrangements will also be made with 
brokerage houses and other custodians, nominees and fiduciaries for the forwarding of solicitation 
material to the beneficial owners of shares held of record by such persons and AEP will reimburse such 
custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses in connection therewith. 

Morrow & Co., Inc. will assist in the solicitation of proxies by AEP for a fee of $50,000, PIUS 
reasonable out-of-pocket expenses. 

HOLDERS OF AEP SHARES SHOULD NOT SEND STOCK CERTIFICATES WITH THEIR PROXY 
CARDS. IF THE MERGER IS CONSUMMATED, HOLDERS OF AEP SHARES WILL NOT EXCHANGE 
SUCH SHARES OR RECEIVE ADDITIONAL AEP SHARES. 
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This Joint Proxy Statemenflrospectus is first being mailed to stockholders of CSW on or about 
April 20, 1998 in connection with the solicitation of proxies by the CSW Board of Directors (the “CSW 
Board”) for use at the annual meeting of stockholders of CSW (the “CSW Meeting”) to be held at the 
Dallas Museum of Art, 1717 North Harwood Street, Dallas, Texas, on May 28, 1998, at 10:30 a.m., local 
time, and at any adjournment or postponement thereof. 

Matters To Be Considered 

At the CSW Meeting, holders of CSW Shares, will consider and vote upon a proposal to approve and 
adopt the Merger Agreement and the transactions contemplated thereby, including the merger of a wholly- 
owned subsidiary of AEP with and into CSW as a result of which each outstanding CSW Share will be 
converted into the right to receive 0.60 of an AEP Share and CSW will become a wholly-owned subsidiary 
of AEF! C W s  Board of Directors has determined that the terms of the Merger Agreement and the 
transactions contemplated thereby are fair to, and in the best interests of, CSW and its stockholders and 
recommends that CSW stockholders vote FOR the approval and adoption of the Merger Agreement. 

At the CSW Meeting, holders of CSW Shares will also be asked to (i) elect three members of the 
CSW Board of Directors to hold office as Class I1 directors until the CSW annual meeting in 2001, 
(ii) elect two members of the CSW Board of Directors to hold office as Class I11 directors until the CSW 
annual meeting in 1999 and (iii) ratify the appointment of Arthur Andersen, LLP as CSW’s independent 
auditors for 1998. The CSW Board of Directors has nominated E.R. Brooks, Robert W. Lawless and 
James L. Powell for election as Class I1 directors and William R. Howell and Richard L. Sandor for election 
as Class I11 directors. The CSW Board of Directors unanimously recommends that CSW stockholders vote 
FOR the election of such persons to the CSW Board of Directors and the ratification of Arthur Andersen 
LLP as CSWs independent auditors. 

The Board of Directors of CSW has approved the Merger Agreement, the Merger and the other 
transactions contemplated thereby, and recommends a vote FOR the approval and adoption of the Merger 
Agreement, FOR the proposed slate of directors and FOR the ratification of CSWs independent aud.itors. 

Record Date; Voting Rights; Required Vote 

The holders of a majority of the outstanding CSW Shares entitled to vote must be present in person or 
by proxy at the CSW Meeting in order for a quorum to be present. Only holders of record of CSW Shares 
at the close of business on April 8, 1998 (the “CSW Record Date”), will be entitled to receive notice of and 
to vote at the CSW Meeting. On the CSW Record Date, CSW had issued and outstanding 212,281,477 
CSW Shares. As of the CSW Record Date, the CSW Shares were held by approximately 64,369 
stockholders of record. Each CSW Share entitled to vote at the CSW Meeting entitles its holder to one 
vote. Abstentions and broker non-votes (Le. shares held by brokers or nominees which are represented at a 
meeting but with respect to which the broker or nominee is not empowered to vote on a particular matter) 
will be counted as shares present for purposes of determining the presence or absence of a quorum at the 
CSW Meeting. 

The affirmative vote of a majority of the outstanding CSW Shares entitled to vote thereon is required 
for approval and adoption of the Merger Agreement. Abstentions may be specified with respect to 
approval and adoption of the Merger by properly marking the “ABSTAIN” box on the proxy for such 
proposal. Abstentions and broker non-votes will have the effect of a vote against the approval and 
adoption of the Merger Agreement. 

Directors will be elected by a plurality of votes cast by the holders of CSW Shares entitled to vote at 
the CSW Meeting. “Plurality” means that the individuals who receive the largest number of votes cast are 
elected as directors up to the maximum number of directors to be chosen at the meeting. Abstentions from 
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voting for directors. by properly marking the “WITHHOLD” box on the prox., as well as broker non-votes 
will be tabulated as votes withheld in the election of directors and will have no influence on the voting 
results. 

Ratification of the appointment of CSW’s independent public accountants or any other issue (other 
than election of directors and approval and adoption of the Merger) to be voted upon at the CSW Meeting 
requires the.affirmative vote of a majority of the shares present in person or by proxy at the CSW Meeting 
and eititled to be voted. Abstentions will be counted as shares present and entitled to vote and therefore 
will have the same effect as a negative vote on whether ratification has been approved. Broker non-votes 
will have no influence on such voting results. 

.As of December 31, 1997; directors and executive officers of CSW and their affiliates were beneficial 
owners of an aggregate of 486,165 shares (less than 1%) of the outstanding CSW Shares. 

Voting of Proxies 

CSW Shares represented by all properly executed proxies received in time for the CSW Meeting will 
be voted at such meeting in the manner specified by the holders thereof. If no voting direction is indicated 
on the proxy card, the shares will be considered votes FOR the approval and adoption of the Merger 
Agreement, FOR the election of the nominees for director and FOR the appointment of Arthur Andersen 
LLP as independent auditors for CSW for 1998. Proxies relating to “street name” shares that are voted by 
brokers will be counted as shares present for purposes of determining the presence of a quorum on all 
matters, but will not be treated as shares having voted at the CSW Meeting as to any proposal as to which 
authority to vote is withheld or with respect to which a broker or nominee is not empowered to vole. 

It is not expected that any matter other than those referred to herein will be brought before the CSW 
Meeting. If, however, other matters are properly presented, the persons named as proxies will vote in 
accordance with their judgment with respect to such matters, unless authority to do so is withheld in the 
proy .  

Revocability of Proxies 

The grant of a proxy on the enclosed CSW form of proxy does not preclude a stockholder from voting 
in person. A CSW stockholder may revoke a proxy at any time prior to its exercise by filing with the 
Secretary of CSW a duly executed revocation of proxy or a proxy bearing a later date or by voting in person 
at the meeting. Attendance at the CSW Meeting will not of itself constitute a revocation of a proxy. 

Appraisal Rights 

No holders of CSW Shares will be entitled to appraisal rights under Delaware law if the Merger is 
approved. Under certain circumstances, the Delaware General Corporation Law (the ‘‘DGCL”) entitles a 
shareholder to exercise its appraisal rights upon a merger or consolidation of the corporation effected 
pursuant to the DGCL if the holder complies with the requirements of Section 262 thereof. Appraisal 
rights are available under Section 262 of the DGCL if holders of shares in a constituent company to a 
merger, which shares are listed on a national securities exchange (as the CSW Shares are), are required by 
the terms of the merger to accept consideration other than shares of stock of the surviving corporation, 
shares of stock of any corporation listed on a national securities exchange, designated as a national market 
system security on an interdealer quotation system by the National Association of Securities Dealers, Inc. 
or held of record by more than 2,000 shareholders, or cash in lieu of fractional shares. As holders of CSW 
Shares will receive only AEP Shares, which are listed on the NYSE, and cash in lieu of fractional shares 
under the terms of the Merger Agreement, they are not entitled to appraisal rights under the DGCL. 
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Solicitation of Proxies 

Subject to the Merger Agreement, AEP and CSW each will bear the cost of its solicitation of proxies, 
except that AEP and CSW will share equally the cost of printing and mailing this Joint Proxy Statement/ 
Prospectus. In addition to solicitation by mail, the directors, officers and employees of CSW and its 
subsidiaries may solicit proxies from stockholders of CSW by telephone or telegram or in person. Such 
directors, officers and employees will not be additionally compensated. for such solicitation but may be 
reimbursed for out-of-pocket expenses in connection therewith. Arrangements will also be made with 
brokkrage houses and other custodians, nominees and fiduciaries for the forwarding of solicitation 
material to the beneficial owners of shares held of record by such persons, and CSW will reimburse such 
custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses in connection therewith. 

a 

Innisfree M&A Incorporated will assist in the solicitation of proxies by CSW for a fee of $50,000, plus 

HOLDERS OF CSW SHARES SHOULD NOT SEND STOCK CERTIFICATES WITH THEIR 

NISHED INSTRUCTIONS FOR EXCHANGING THEIR CSW STOCK CERTIFICATES FOR AEP 
STOCK CERTIFICATES AT THAT TIME. 

reasonable out-of-pocket expenses. 

PROXY CARDS. IF THE MERGER IS CONSUMMATED, CSW STOCKHOLDERS WILL BE FUR- 
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THE COMPANIES 

American Electric Power Company, Inc. 
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American Electric Power Company, Inc., a New York business corporation and the issuer of the AEP 
Shares covered by this Joint Proxy Statement/Prospectus, has its principal executive offices at 1 Riverside 
Plaza, Columbus, Ohio 43215-2373. Its telephone number is (614) 223-1000. 

k P  was incorporated under the laws of the State of New York in 1906 and reorganized in 1925. It is 
a public utility holding company which owns all of the outstanding shares of common stock of seven 
domestic electric utility operating subsidiaries: Appalachian Power Company, Columbus Southern Power 
Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power Company, 
Ohio Power Company and Wheeling Power Company. Substantially all of the operating revenues of AEP 
and its subsidiaries are derived from the furnishing of electric service. In addition, in recent years AEP has 
been pursuing various unregulated business opportunities in the U.S. and worldwide. 

The service area of AEP’s electric utility subsidiaries covers portions of the states of Indiana. 
Kentucky, Michigan, Ohio, Tennessee, Virginia and West Virginia. The generating and transmission 
facilities of AEP’s subsidiaries are physically interconnected, and their operations are coordinated, as a 
single integrated electric utility system. Transmission networks are interconnected with extensive distribu- 
tion facilities in the territories served. The electric utility subsidiaries of AEP have traditionally provided 
electric service, consisting of generation, transmission and distribution, on an integrated basis to their retail 
customers. As a result of the changing nature of the electric business. effective January 1, 1996. AEP’s 
subsidiaries realigned into four functional business units: Power Generation; Nuclear Generation; Energy 
Delivery; and Corporate Development. In addition, the electric utility subsidiaries began to do business as 
“American Electric Power.” The legal and financial structure of AEP and its subsidiaries. however, did not 
change. 

In 1997, AEP and New Century Energies, Inc. jointly acquired Yorkshire Electricity Group PIC 
(“Yorkshire Electricity”), through a holding company owned equally by each of AEP Resources. Inc. and 
New Century Energies, Inc. Yorkshire Electricity is an English independent regional electricity company. 
principally engaged in the distribution and supply of electricity to 2.1 million customers. In addition. a 
subsidiary of AEP Resources International, Limited has a 70% interest in Nanyang General Light Electric 
Co. Ltd., a joint venture in China organized to develop and build wo 125 megawatt coal-fired generating 
units. 

Central and South West Corporation 

CSW, a Delaware corporation, has its principal executive offices at 1616 Woodall Rodgers Freeway. 
Dallas, Texas 75202-1234. Its telephone number is (214) 777-1000. 

CSW is a Dallas-based public utility holding company registered under the 1935 Act. CSW owns all of 
the common stock of Central Power and Light Company (“CPL”), Public Service Company of Oklahoma 
(“PSO”), Southwestern Electric Power Company (“SWEPCO”), and West Texas Utilities Company 
(“WTU”), collectively, the “CSW U.S. Electric Operating Companies.” CSW also owns all of the common 
stock of CSW Services, Inc., CSW Credit, Inc., CSW Energy, Inc., CSW International, Inc., CSW 
Communications, Inc., EnerShop Inc. and CSW Energy Services, Inc. and indirectly owns all of the 
outstanding share capital of SEEBOARD plc (“SEEBOARD”), a regional electric company in the United 
Kingdom. In addition, CSW owns 80% of the outstanding shares of common stock of CSW Leasing, Inc. 

CS W U. S. Electric Operating Companies 

The CSW US. Electric Operating Companies are public utility companies engaged in generating, 
purchasing, transmitting, distributing and selling electricity. The CSW U.S. Electric Operating Companies 
serve approximately 1.7 million customers in one of the largest combined service territories in the U.S. 
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covering approximately 152,000 square miles in portions of Texas, Oklahoma, Louisiana and Arkansas. The 
customer base of these companies includes a mix of residential, commercial and diversified industrial 
customers. CPL and WTU operate in portions of south and central west Texas, respectively. PSO operates 
in portions of eastern and southwestern Oklahoma, and SWEPCO operates in portions of northeastern 
Texas, northwestern Louisiana and western Arkansas. 

CSW Services, Inc. performs, at cost, various accounting; engineering, tax. legal, financial, electronic 
data processing, centralized economic dispatching of electric power and other services for the CSW system. 
primarily for the U.S. Electric Operating Companies. During 1996, CSW functionally reorganized its 
domestic utility operations into three organizational units, power generation, energy delivery and energy 
services, which are centrally managed from CSW Services, Inc. The functional unbundling of CSW’s 
vertically integrated structure is expected to provide a more competitive organizational structure. Certain 
employees were reassigned from the U.S. Electric Operating Companies to CSW Services, Inc. to provide 
these centrally managed services. 

SEEBOARD 

. SEEBOARD is one of the 12 regional electricity companies in the United Kingdom. SEEBOARD’s 
principal regulated businesses are the distribution and supply of electricity. In addition to its distribution 
and supply businesses, SEEBOARD is also engaged in other activities, including gas supply, electricity 
generation, electrical contracting and retailing. 

SEEBOARD’s service area covers approximately 3,000 square miles in Southeast England, extending 
from the outlying areas of London to the English Channel. The area has a population of approximately 4.6 
million people with significant portions of the area, such as south London, having a high population 
density. 

Other CS W Business Operations 

CSW Energy, Inc. develops, owns and operates independent power and cogeneration facilities within 
the United States. CSW International, Inc. engages in international activities, including developing, 
acquiring, financing and owning exempt wholesale generators and foreign utility companies, either alone 
or with local or other partners. 

CSW Communications, Inc. develops and operates telecommunications services primarily consisting 
of utility automation services and local telephone exchange services. EnerShop Inc. provides energy 
services to commercial, industrial, institutional and governmental customers. 

CSW Credit, Inc. purchases, without recourse, accounts receivable from the CSW U.S. Electric 
Operating Companies and accounts receivable from certain non-affiliated parties, subject to limitations 
imposed under the 1935 Act. CSW Leasing, Inc. has investments in leveraged leases. 
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General 

AEP, Sub and CSW have entered into the Merger Agreement which provides that, subject to the 
satisfaction or waiver of the conditions set forth therein (see “Conditions to the Consummation of the 
Merger”), Sub will be merged with and into CSW, CSW will be the surviving corporation in the Merger 
(the “Surviving Corporation”) and each CSW Share will be converted into the right to receive 0.60 of an 
AEP Share together with cash in lieu of fractional AEP Shares. Contemporaneously with the closing under 
the Merger Agreement, a Certificate of Merger will be filed with the Secretary of State of the State of 
Delaware, and the Merger will become effective at the time of such filing unless otherwise provided in the 
Certificate of Merger. 

The description of the Merger Agreement contained in this Joint Proxy Statemenflrospectus is 
qualified in its entirety by reference to the Merger Agreement, a copy of which is included as Annex I to this 
Joint Proxy StatemenVProspectus and is incorporated in its entirety herein by this reference. 

Background of the Merger 

General. AEP and CSW share a common vision of the future and are seeking to merge in 
furtherance of their shared strategy to become the nation’s preeminent diversified electric utility. AEP and 
CSW share the view that the electric utility industry is in an era of accelerating change that will have a 
significant impact on the future competitive position of electric utility companies and their ability to 
maintain and increase earnings. Recently, the electric utility industry has begun a transformation that is 
being driven by technological advances, consumer pressures and federal and state legislative and regulatory 
initiatives aimed at introducing greater competition in the wholesale and retail energy markets. AEP and 
CSW each believe that efficient, low cost suppliers of energy with a diverse customer base will be best 
prepared to compete successfully in the rapidly changing electric energy marketplace. 

Historically, competition in the wholesale and retail electric power markets was limited. In the 
wholesale market, this was due primarily to difficulties in obtaining transmission service over utility systems 
located between potential buyers and sellers and barriers to entry, including the threat of regulation under 
the 1935 Act. Pursuant to the Energy Policy Act of 1992 (the “Energy Act”), however, Congress authorized 
the FERC to exempt certain wholesale power sellers from regulation under the 1935 Act and, in 1996, the 
FERC issued Orders 888 and 889 under the Energy Act requiring utilities to provide non-discriminatory, 
open access transmission service upon request. These regulatory developments have resulted in an active 
competitive wholesale market for electricity. Although the retail market for electricity currently is 
considerably less competitive than the wholesale market, most states in which the utility subsidiaries of 
AEP and CSW provide retail service, have adopted or are actively considering legislative or regulatory 
action that has as its primary objective permitting retail customers to select their electricity supplier and 
obligating utilities to provide transmission and distribution service to competitors. As a result of these 
ongoing regulatory activities, the managements of AEP and CSW believe that there will soon be greatly 
increased competition in the retail sector of the business. 

Both AEP and CSW believe that these changes are leading to a fundamental transformation of the 
electric utility business. They further believe that electric utility companies face increased business risks 
and opportunities and, unless they adapt quickly to the changing environment, will be limited in their 
ability to improve earnings. Many electric utilities are pursuing consolidation to reduce these risks and 
create new opportunities for earnings growth. Utilities confronting intensified competition have sought 
and, AEP and CSW believe, will continue to seek opportunities to create efficiencies and control costs 
through consolidation. AEP and CSW believe that strategic assets, such as a utility‘s transmission network 
and low cost generation assets, will be key factors in structuring the successful utility of the future and that 
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customers in a competitive market will be particularly sensitive to an electric utility’s efficiency and ability 
to respond to their needs. 

For the past several years, AEP and CSW have separately been monitoring the changes occurring in 
the electric utility industry and focusing their strategic planning activities on adapting to an evolving 
competitive environment. These ongoing changes in the electric utility industry and strategic planning 
activities of AEP and CSW have led each of them to believe that a strategic merger of the two companies 
would be the best way to achieve their compatible long-term strategic goals. 

Set forth below are the principal participants (and their offices and titles then held) in 
the discussions and negotiations that resulted in the Merger Agreement. At certain of the meetings 
described below under “Discussions” other employees or financial and legal advisers of AEP or CSW 
participated; however, the core members of the management and transaction teams involved in the 
discussions and negotiations are listed below. 

AEP Management 

Participants. 

E. Linn Draper, Jr.-Chairman of the Board, President and Chief Executive Officer 
Donald M. Clements, Jr.-Executive Vice President, Corporate Development 
Henry W. Fayne-Senior Vice President, Corporate Planning, Budgeting 
Thomas S .  Jobes-Managing Director, Corporate Development 
Jeffrey D. Cross-Vice President & General Counsel, Corporate Development 

CSW Management 

E. R. Brooks-Chairman Sr Chief Executive Officer 
Thomas V. Shockley 111-President and Chief Operating Officer 
Glenn Files-Executive Vice President 
Ferd. C. Meyer, Jr.-Senior Vice President and General Counsel 
Glenn D. Rosilier-Senior Vice President and Chief Financial Officer 
Thomas M. Hagan-Senior Vice President, External Affairs 
Venita McCellon-Allen-Senior Vice President, Corporate Development and 

Michael D. Smith-President, Southwestern Electric Power Company 
Stephen J. McDonnell-Vice President, Mergers and Acquisitions 

Discussrons. 

Assistant Corporate Secretary 

As indicated above, for the past several years, the management of CSW has been 
cognizant of the changing industry environment and engaged in a strategic planning process that was 
primarily focused on managing the corporation so that it would be poised to benefit from these changes. 

In January 1997, senior management of CSW and AEP, including Mr. Brooks and Dr. Draper, began 
to discuss informally, as an adjunct to other discussions relating to potential international business 
opportunities, a potential merger of equals between AEP and CSW (implying a stock for stock exchange at 
current market prices without premium). On February 17, 1997, Dr. Draper and Mr. Clements met with 
Mr. Brooks and Mr. Shockley in Dallas to continue the discussions as to whether a merger of equals 
between AEP and CSW would be feasible. Following this meeting, Mr. Jobes and Mr. McDonnell were 
directed to explore the feasibility of a merger between the companies from a financial and regulatory point 
of view. To that end, in March 1997, AEP and CSW engaged joint advisers to consider regulatory issues. 
AEP and CSW also engaged a third party consultant to assist the senior managements of the two 
companies in an analysis of the cost savings and other synergies that might result therefrom. The joint 
advisers were asked to begin to study the feasibility of the potential merger. During March and April, AEP 
and CSW personnel met independently with the joint advisers to provide information; and Mr. Jobes and 
Mr. McDonnell spoke by telephone on several occasions to discuss the work of the joint advisers. 
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In March 1997, actions by the Texas Commission, including public comments in early March by one of 
the Commissioners and an order in late March by the Commission reducing rates of Central Power & 
Light Company, the largest utility of CSW, in a rate proceeding initiated in 1995 by CP&L, signaled the 
Texas electric utility industry that, in the absence of legislative action, the Texas Commission would not 
favor a full return on stranded investment during the transition to retail competition among Texas electric 
utilities. Legislation designed to deregulate the Texas electric utility industry, With the concomitant result 
of retail competition, was proposed in May 1997 but, despite the support of the Texas investor owned 
utilities, was not passed by the Texas legislature prior to the end of the legislative session in May 1997. In 
the opinion of CSW management, the indications of the Commission, combined with the uncertainty of 
such legislation passing, caused a substantial decline in the market price of CSW Shares during March 
1997. On March 3, 1997, prior to the Commission actions mentioned above, the closing market price of the 
CSW Shares on the New York Stock Exchange was $24.00; in contrast, by April 17,1997, the market price 
of the CSW Shares had declined to a closing sale price on that date of $18.25. a 

On April 17, 1997, CSW announced its regular quarterly dividend on the CSW Shares of $0.435 per 
share (an implied annual rate of $1.74 per CSW Share). At this level, the dividend payout ratio was 91% of 
earnings per common share. In announcing the dividend, CSW cautioned its stockholders that the CSW 
Board was continuing to monitor factors that could affect its dividend, that the recent rate order in the 
CP&L rate case, if ultimately upheld, would significantly affect CP&L‘s earnings and that the outcome of 
that case was one of many factors to be considered by the CSW Board as it reviews CSW’s dividend policy. 

Mr. Brooks notified Dr. Draper in late April that the decline in the market price of the CSW Shares 
rendered a merger of equals between AEP and CSW impracticable and as a result, CSW terminated the 
exploratory discussions with AEP regarding such a merger. They agreed, notwithstanding the termination 
of discussions, that AEP and CSW should receive the preliminary results of the work of the joint advisers. 

Ohio to discuss the preliminary results of their work. Following consultation with the advisers of AEP and 
CSW, the representatives of the two companies were led to believe that a business combination of the two 
companies was feasible from a regulatory point of view. 

..# 
On April 25, 1997, teams led by Mr. Clements and Mr. Shockley met with the joint advisers in Columbus, 

I ,  1y 
,c 

The decline in the price of CSW Shares provided additional motivation to CSW management to 
explore its strategic alternatives, not only to position CSW to compete effectively in a changed industry 
environment, but also to restore shareholder value. As a consequence, CSW management acce1erate.d its 
examination of its strategic alternatives. 

In late April 1997, the chief executive officer of a large electric utility company (“Company A”) 
requested Mr. Brooks to resume preliminary conversations about a possible business combination held 
earlier in the year. During May 1997, representatives of CSW met several times with management 
representatives of Company A to discuss the feasibility of a combination of the companies. These 
discussions also contemplated a merger of equals because the common stock of Company A was similarly 
depressed and therefore the market capitalization of the two companies were comparable. Pursuant to the 
provisions of a confidentiality agreement between the companies executed in May 1997, the two companies 
began the process of exchanging information necessary to determine the feasibility of a combination but 
did not engage in any discussions regarding the terms of any such combination. These discussions were, 
from CSWs point of view, tentative because CSW’s management and Board of Directors had not at this 
time determined that a business combination was the preferred strategic alternative. 

During May and June 1997, CSW management intensified its studies of certain other electric utility 
companies that had been identified as potential candidates for a strategic merger or business combination 
involving a stock for stock exchange. Another strategic alternative that was examined by management 
during this period was the feasibility of a divestiture of the transmission and distribution assets of CSW in 
order to concentrate on the domestic generation and power marketing businesses and the international 
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McKinsey & Co. (“McKinsey”) to assist management in its evaluation of the Asset Divestiture Plan. At a 
meeting of the CSW Board of Directors on July 17, 1997, CSW management, together with Morgan 
Stanley & Co. Incorporated (“Morgan Stanley”), outlined for the directors potential strategic alternatives 
available to CSW to meet the changing industry environment and to restore and enhance long-term 
shareholder value, including possible business combinations and strategic alliances with other companies, 
the Asset Divestiture Plan and other options that could be pursued on a stand along basis. No specific 
companies, .other than AEP and Company A, were identified at this meeting as being possible business 
combination candidates. 

During late July and August 1997, CSW management, with the assistance of its advisers, including 
Mcknsey and Morgan Stanley, continued to evaluate the Asset Divestiture Plan and the ‘process of 
screening potential business combination candidates. 

As indicated above, CSW management believes that strategic assets, such as a utility’s transmission 
network and low cost generation, will be key factors in structuring the successful utility of the future and 
that premiums will be placed on efficiency and the ability to respond to the needs of customers. CSW 
management further believes that efficient, low cost suppliers of energy with a diverse customer base will 
be best prepared to compete successfully in the rapidly changing electric energy marketplace. Accordingly. 
the screening criteria for potential business combination candidates required that any candidate be of 
sufficient size to permit the efficient production of low cost energy and that the candidate have a 
management strategy focused on reducing or diversifying exposure to regulatory risks, reducing exposure 
to stranded investment, establishing a significant electric power trading capability, building a national retail 
and wholesale presence and pursuing growth in selected international investments. In addition, the 
screening criteria required that a business combination with any candidate be feasible from a regulatory 
point of view. During this period, CSW management concluded that a stock for stock business combination 
with a candidate meeting the screening criteria that involved a premium over the market price of the CSW 
Shares was preferable to a merger of equals with a company whose common stock was similarly depressed. 

In August and early September 1997, Mr. Brooks held three meetings with the chief executive officer 
of Company A and during those meetings discussed CSW’s progress in evaluating its strategic alternatives. 
McKinsey began to assist CSW in its process of screening potential strategic business combination 
candidates. During early September 1997, Mr. Brooks, based on a careful examination of the aforemen- 
tioned strategic alternatives and intensive study of potential business combination candidates and informa- 
tion developed by CSW management from that process, met with Dr. Draper to determine AEP’s interest 
in renewing discussions regarding a potential business combination and with the chief executive officers of 
two other large electric utility companies (“Company B” and “Company C”) to determine their interest, if 
any, in exploring a possible business combination with CSW. All expressed strong interest in engaging in 
preliminary discussions with CSW. 

The Board of Directors of CSW met again on September 10, 1997 and discussed the progress of CSW 
management in its ongoing evaluation of potential strategic alternatives. Subsequently, CSW representa- 
tives met with representatives of two other large electric utility companies. Neither of those companies was 
then .in a position to enter into discussions regarding a possible business combination. 

At a meeting of the Board of Directors on September 27, 1997, CSW management and McKinsey 
discussed with the CSW Board their views on the changing conditions in the electric utility industry 
generally and, more specifically, in Texas and the impact of such changing conditions on CSW and its 
business and prospects. They also discussed the challenges facing and opportunities available to CSW 
under each of the several strategic alternatives that had been under study and previously discussed by 
CSW’s management with the CSW Board, including a possible business combination and strategic 
alternatives that could be pursued by CSW on a stand-alone basis, and how each of these strategic 
alternatives might affect CSW and long-term stockholder value. CSW management and the CSW Board 
discussed extensively the impact of the electric utility industry restructuring, the best means to enhance 
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ki-. CSW’s capabilities in fuel contracting, power sales, trading and asset acquisitions and CSW’s ability to --=. . 

build a national retail presence. At this point, CSW management advised the directors that management, 
after extensive study, had determined not to recommend the Asset Divestiture Plan and explained the 
reasons for this determination, which included risks associated with potential adverse federal incdme tax 
consequences, CSW’s ability to sell its transmission and distribution assets for a fair price given regulatory 
uncertainty in Texas, its ability successfully to apply the proceeds of any such sale to the acquisition of 
additional generation capacity and the barriers to entry and already significant competition in the electric 
power trading market. Morgan Stanley then presented a financial analysis of CSW’s strategic alternatives, 
including a business combination analysis and an analysis of the stand-alone alternatives. In conclusion, 
Mr. Brooks informed the CSW Board of CSW management’s belief that CSWkstrategic vision should 
include -- reducing or diversifyingxFro.sure. - - -  to regulatoq, risks, reducing its exposure to stranded investment, 
establishing a significant electric power trading capability, building a national retail and wholesale presence 
and pursuing focused growth in international investments, and that implementation of this strategy would 
be the best way to restore and enhance long-term stockhoider value. CSW management then recom- 
mended to the CSW Board that CSW seek a strategic combination with a partner that could enhance 
CSW’s ability to implement its strategic vision. CSW management further recommended that any strategic 
combination candidate should have a comparable strategic vision with that of CSW in order to maximize 
the likelihood that the combination would bring the most long-term value to CSW’s stockholders. In the 
view of CSW management, such a merger candidate should own generation capacity that would be 
competitive in a deregulated environment, have a national presence with a solid reputation in the electric 
utility industry and not increase CSW’s exposure to stranded costs. Mr. Brooks also informed the CSW 
Board that he had been in contact with the chief executive officers of certain potential strategic 
combination candidates that, in the view of CSW management, met these criteria and that several of them 
were interested in discussing a merger. At the conclusion of CSW management’s presentation, the CSW 
Board unanimously authorized CSW management to pursue discussions with companies that had been 
identified to the CSW Board as having the potential to contribute to the realization of CSW’s long-term 
strategy while continuing to evaluate CSW’s stand-alone options. 

While CSW management had earlier conveyed to AEP, Company B and Company C the notion that 
CSW would not entertain any business combination proposal that did not, in addition to meeting the 
screening criteria, include a significant premium to the CSW Shares market price, in late September 1997 
Mr. Brooks conveyed the same notion to the chief executive officer of Company A. The latter responded 
by advising Mr. Brooks that Company A was not in a position to consider such a premium, and the 
discussions with Company A were, accordingly, suspended. 

In early October 1997, Mr. Brooks met with the chief executive officer of a smaller electric utility 
company at the request of the latter. During the meeting, the latter expressed strong interest in pursuing a 
business combination transaction between CSW and his company. Mr. Brooks informed the chief executive 
officer that, in the views of CSW management, the combination was not .an appropriate strategic fit and 
that his company did not meet CSW’s screening criteria. 

On October 8 and 15,1997, CSW management conferred by telephone with the CSW Board regarding 
the progress made by CSW management in its discussions with potential business combination candidates. 
During these calls, CSW management identified for the CSW Board several candidates that had indicated 
an interest in pursuing exploratory discussions with CSW about a strategic merger. 

Messrs. Brooks, Shockley and Rosilier met with Dr. Draper on October 9, 1997 in Columbus, Ohio. 
This discussion concerned the parties’ interest in a potential strategic Combination and the need to expand 
their exploratory discussions to include a larger group of employees and advisers. 

In mid-October 1997, the Chief Executive Officer of Company A called Mr. Brooks to ask if Company 
A could resume talks with CSW concerning a potential merger with a significant premium to the CSW 
Shares market price, if a large component of the consideration to CSW stockholders would be cash. Mr. 
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Brooks informed him that such a proposal would not be responsive to CSW’s interest in a potential stock- 
for-stock transaction if CSW chose not to remain independent, but that CSW would give due consideration 
to any such proposal from Company A and evaluate it in light of CSW’s other strategic alternatives. 

During October 1997, CSW executed confidentiality agreements with AEP, Company B and Company 
C and commenced the exchange of nonpubiic information. During this period, McKinsey completed its 
revie’w of the electric utility industry and confirmed management’s list of potential business combination 
candidates. Mr. Brooks also approached the chief executive officer of one other electric utility company on 
CSW’s list of candidates regarding his company’s interest in a potential business combination. That chief 
executive officer indicated interest but determined not to engage in business combination discussions 
because of perceived regulatory concerns. 

On October 23, 1997, CSW management, consultants and financial and legal advisers met with the 
CSW Board in the corporate offices of CSW to discuss further the strategic alternatives available to CSW, 
including a possible strategic merger and strategic alternatives that could be pursued by CSW on a stand- 
alone basis. CSW management, consultants and advisers discussed with the CSW Board the rationale 
behind CSW management’s recommendation that a strategic combination be considered and reviewed the 
overall progress of CSW management’s efforts to identify the best strategic merger partner, as measured 
against the criteria previously outlined by Mr. Brooks to the CSW Board. CSW management and 
McKinsey compared and contrasted the option of remaining independent with a strategic combination, 
discussing in particular the need to build skills for a deregulated market and the desirability of having 
sufficient size and a large, diverse customer base to support and expand those skills. CSW management 
and McKinsey also discussed with the CSW Board the process of identifying the best strategic combination 
partner, the status of the process at that time and each of the candidates then being evaluated by CSW 
management. As regards each potential business combination candidate, CSW management reported 
specifically with respect to its then developed views regarding the likelihood of regulatory approval of such 
a business combination. Morgan Stanley reviewed for the CSW Board the earnings analysis for CSW on a 
stand-alone basis presented at the September 27 meeting, discussed the financial condition of several 
strategic merger candidates and presented an accretion/dilution analysis with respect to a strategic merger 
with each. CSW management also discussed with the CSW Board the contacts made with potential 
candidates. At the conclusion of the meeting, the CSW Board authorized management to continue the 
screening process and ratified the execution of confidentiality agreements with selected candidates. 

On October 29, 1997, in a telephone conference, the initial transaction teams of AEP and CSW 
organized a mutual evaluation process. Mr. Jobes and Mr. McDonnell initiated the telephone conference 
which resulted in the decision to renew their efforts to identify and quantify the potential cost savings and 
synergies resulting from such a business combination with the assistance of a third party consultant. 

On October 30, 1997, Mr. Brooks and other senior executives of AEP and CSW met at a hotel in 
Columbus, Ohio to make initial presentations about the business, operations, financial condition and 
prospects of their respective companies. 

On October 31,1997, Mr. Brooks and other executives met with executives of Company B in Dallas to 
explore the possibility of a strategic business Combination and the issues raised thereby, and Mr. Brooks 
and other executives met with executives of Company A in Dallas for the same purpose. 

On November 4,1997, Mr, Shockley and other executives met with executives of Company C in Dallas 
to discuss the possibility of a strategic business combination and related issues. 

On November 5 ,  1997, CSW management met with the CSW Board by telephone conference to 
update the CSW Board on the process of identifying the best strategic partner. Mr. Brooks reviewed for 
the CSW Board the status of the discussions with AEP and the other potential strategic merger candidates. 
On November 6 and 7, 1997, members of the transaction teams of CSW and AEP held meetings at the 
offices of Salomon Brothers Inc., now doing businesss as Salomon Smith Barney (“Salomon Smith 
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Barney”) in Chicago, Illinois to discuss regulatory and financial matters relating to a potential merger. The 
regulatory discussions included presentations by legal advisers to AEP and CSW with respect to the 
regulatory filing and approval processes that would be required in order to consummate a merger. 
Presentations were made with respect to the required filings with and findings or approvals by the FERC, 
SEC, NRC, U.S. Justice Department and Federal Trade Commission and each of the states in which AEP 
and CSW operate. The discussions also concerned the potential regulatory issues that might arise, and the 
potential regulatory filings that might be necessary, in connection with the Merger as a result of the two 
companies’ respective operations in the United Kingdom. The discussion of financial matters consisted 
primarily of explanations of the financial information previously exchanged by AEiP and Salomon Smith 
Barney with CSW and Morgan Stanley. 

By letter dated November 6,1997, the chief executive officer of Company A advised Mr. Brooks that, 
while previous discussions had involved the possibility of a merger of equals, Company A was now willing 
to discuss a stock and cash transaction involving a 15 to 20 percent premium to the CSW Shares market 
price on such date. On November 11, 1997, the chief operating officer of Company A forwarded to Mr. 
Brooks a copy of a report (the “Company A McKinsey Report”) rendered by another office of McKinsey 
& Company that compared a business combination of CSW with AEP, Company A and Company C and 
concluded that the combination with Company A was the most favorable, based on large part on Company 
As assessment of the likelihood of regulatory approval of each such transaction. 

During the first two weeks of November, CSW established transaction teams consisting of officers of 
CSW and representatives of its financial and legal advisers to meet with their counterparts at AEP and 
Companies A, B and C to exchange information and to evaluate further the desirability and feasibility of a 
strategic business combination with each. Each of these companies was informed by CSW that it was 
engaged in a process of evaluating its strategic alternatives and that it was engaged in discussions with 
other unidentified companies. During this period, the CSW transaction teams met with their counterparts 
at each of the four strategic business combination candidates numerous times for the purpose of 
exchanging information and evaluating the issues relating to a potential business combination. 

On November 13 and 14. 1997, CSW management and CSW’s advisers met with the CSW Board in 
Austin, Texas to discuss further the strategic alternatives available to CSW, including a possible strategic 
merger as well as tarious stand-alone alternatives. CSW management reported to the CSW Board the 
receipt of the Company A McKinsey Report and that CSW management had sought and received 
assurance from McKmsey that no information regarding CSW was shared by the Dallas office with 
personnel in thc other office of McKinsey & Company. CSW management and CSW’s consultants and 
advisers discussed with the CSW Board the rationale behind CSW management’s recommendation that a 
strategic merger be considered and reviewed the overall progress of CSW management’s efforts to identify 
the optimal strategic merger partner as measured against the criteria previously discussed with the CSW 
Board. CSW management discussed with the CSW Board the status of the discussions with AEP and the 
other potential strategic merger candidates and the regulatory filing and approval process that would be 
required in connection with a strategic combination and how that process would differ as applied to a 
merger with each candidate. CSW management and Morgan Stanley also discussed with the CSW Board 
the business, operations, financial condition and prospects of the candidates and their relative strengths 
and weaknesses. especially the compatibility of each candidate’s strategic plan with CSW’s plan and the 
extent to which they satisfied the criteria previously outlined to the CSW Board. 

At this meeting, the CSW Board authorized the formation of the Corporate Strategy Review 
Committee (the “CSW Committee”) to facilitate greater involvement and direction by the CSW Board in 
the evaluation process. The CSW Committee consisted of Messrs. Donald M. Carlton, Joe H. Foy, William 
R. Howell, Robert W. Lawless and James L. Powell. Mr. Foy, was appointed Chairman of the CSW 
Committee. The CSW Board directed the CSW Committee (i) to keep fully informed, on behalf of the 
CSW Board, regarding the progress of evaluation of the strategic alternatives available to CSW, including 
the possibility of a strategic combination or of remaining independent, (ii) to participate in the direction of 
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i. such process, (iii) to evaluate any proposals received by CSW pursuant to such process or otherwise, (iv) to 
determine which, if any, proposal is in the best long-term interests of CSW and its stockholders, (v) to 
ensure that it is kept informed of, and to direct, the negotiation of the terms and conditions of any 
combination contemplated by any proposal and (vi) to recommend to the CSW Board any such combina- 
tion that the CSW Committee shall determine to be in the best long-term interests of CSW and its 
stockholders. 

From November 15 through November 24, 1997, CSW management and advisers continued their 
discussions with all the potential strategic merger candidates. On November 20 and 21, members of the 
transaction teams of CSW and AEP met at the offices of Salomon Smith Barney in Chicago, Illinois to 
continue exploratory due diligence and to discuss regulatory issues. At these meetings the two teams 
answered due diligence questions and continued their earlier discussions of the regulatory approval 
process, 

On November 24,1997, CSW management and CSW’s advisers met with the CSW Committee in the 
corporate offices of CSW to inform the CSW Committee on the progress of the strategic alternative 
evaluation process. The CSW Committee received a thorough briefing on the ongoing discussions that 
were continuing with AEP and the other potential strategic merger candidates. To bring closure to the 
evaluation process, the CSW Committee authorized CSW management to send to each of the four 
strategic merger candidates a letter (the “Request Letters”) requesting each of the candidates to advise 
CSW formally as to whether it was interested in pursuing a strategic combination with CSW. Pn the 
Request Letters, CSW asked each recipient to advise CSW as to the principal terms and conditions under 
which it was prepared to discuss such a business combination. The Request Letters also advised the 
recipients regarding the minimum essential parameters of a business combination proposal required by 
CSW in order to receive full consideration by CSW, including the parameter that any combination should 
be structured as a tax free, stock-for-stock transaction. 

From November 25 through December 11, 1997, CSW management and advisors continued explora- 
tory discussions with each of the strategic merger candidates. On December 2, 1997, members of the 
transaction teams of AEP and CSW met in Washington, D.C. to review certain regulatory and other issues. 

On December 5, 1997, the CSW Committee met by telephone conference. CSW management and 
advisers briefed the CSW Committee on the ongoing discussions with the potential strategic merger 
candidates held since November 24, 1997. CSW management reviewed with the CSW Committee the 
process that resulted in the discussions with AEP and the other candidates, and discussed its views of the 
financial and operational strengths of each potential strategic merger candidate and the perceived business 
prospects of each combination. During these discussions, CSW management emphasized the factors 
discussed at previous CSW Board and CSW Committee meetings in presenting an analysis of each of the 
potential strategic merger candidates. Morgan Stanley also informed the CSW Committee of its discus- 
sions with the financial advisers to each of the candidates (other than Company C which had not engaged a 
financial adviser). 
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On December 5, 1997, the CSW Board met with CSW management and CSW’s financial advisers to 
receive an update on the status of CSW’s efforts to identlfy a potential strategic combination partner. The 
CSW Committee reported to the CSW Board on the CSW Committee’s meetings held November 14,1997, 
November 24,1997 and December 5,1997. The report contained a review of the deliberations of the CSW 
Committee during these meetings, including a briefing with respect to the Request Letters, the rationale 
therefor and the content thereof. During this meeting, Mr. Brooks outlined and discussed all of the issues 
being considered by the CSW committee, CSW management and CSWs financial advisers with respect to 
each of the candidates. CSW management also updated the CSW Board with respect to the status of 
discussions with AEP and Company A, Company B and Company C. Morgan Stanley also informed the 
Board about conversations it had with the financial advisers to each of AEP and Company A and 
Company B. 
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On December 6, 1997, the AEP Board met with AEP management and U P ’ S  legal and financial 
advisors to consider submitting a preliminary indication of interest with respect to a possible business 
combination with CSW in response to the Request Letter. At the meeting, AEP management and the 
financial and legal advisors of AEP advised the AEP Board as to the status of the due diligence review of 
CSW’s business, operations and financial condition conducted to date and feasibility of consummating the 
proposed business combination. 

On December 11, 1997, CSW received affirmative responses to the Request Letters from AEP, 
Company A and Company B. Company C declined to respond citing anticipated regulatory and accounting 
concerns. AEP‘s response indicated that, based on the information it had received to date and subject to 
satisfactory completion of due diligence, AEP would be interested in continuing discussions with CSW that 
could lead to a merger pursuant to which each CSW Share would be exchanged for .58 of one AEP Share 
(an implied value of $28.60 per CSW Share based on the closing sale price of the AEP Shares on 
December 10, 1997). The response from Company A indicated that company would be interested in 
discussing a business combination in which 60% of the CSW Common Stock would be converted into cash 
at $29 per share and the balance would be converted into common stock of a new entity having a market 
value of $29 per share of CSW Common Stock based on a trading period prior to closing. The response 
from Company B indicated that it would, based on and subject to further analysis of several significant 
assumptions relating to forecasted financial results and other matters, be interested in discussing a business 
combination in which the CSW Common Stock would be converted into common stock of Company B 
having a market value of $26 to $28 per share of CSW Common Stock. 

CSW management deemed the proposal from Company A to be nonresponsive to the Request Letter 
primarily because the large cash component of the merger consideration was inconsistent with the 
objective of the CSW management and CSW Board that the CSW shareholders be afforded the opportu- 
nity to participate in the company resulting from any strategic merger pursued by CSW, and CSW 
management so advised the Committee at its meeting on December 12, 1997. 

After receipt of the response from Company B, Mr. Brooks called the chief executive officer of 
Company B to advise him that the implied value of his proposal would need to be higher than $28 per 
CSW Share in order to be considered seriously by CSW. The response of the latter was that he could only 
improve h s  offer if substantial risks were removed from the transaction, some of which were beyond the 
control of CSW. 

On December 12, 1997, CSW management and advisers met with the CSW Committee at the 
corporate offices of CSW to discuss affirmative responses and the status of the strategic merger candidate 
evaluation process. CSW management and legal advisers discussed with the CSW Committee the content 
of each of the responses received and compared each of them to the terms and conditions requested by 
CSW in the Request Letters. Each response was also discussed in the context of the discussions being 
conducted with that strategic merger candidate and the evaluations of the candidates presented at prior 
CSW Board and CSW Committee meetings. CSW management also reviewed for the CSW Committee the 
strengths and weaknesses of each responding candidate and how compatible each of their business plans 
was with CSW’s strategic vision. Morgan Stanley reviewed with the CSW Committee the key financial 
terms of each proposal and noted the valuation of AEP’s proposal based on the respective stock prices as 
of December 11, 1997 was higher than the other two proposals. The CSW Committee then discussed the 
stand-alone options available to CSW and compared those to the potential strategic mergers under 
consideration. After further discussion, the CSW Committee determined that AEP appeared to be the best 
strategic merger partner for CSW and that a merger with AEP on the right terms would be more likely to 
restore and enhance long-term stockholder value than any of the other merger or stand-alone strategic 
alternatives. The CSW Committee then requested CSW management to seek a more favorable exchange 
ratio. The CSW committee authorized CSW management to proceed to negotiation of a definitive 
business combination agreement with AEP if CSW management was successful in improving the exchange 
ratio. 
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On December 12. 1997. in accordance with instructions from the CSW Committee. Mr. Brooks called 
Dr. Draper to inform him that CSW management was prepared to recommend that CSW enter into 
negotiations with AEP in an effort to reach agreement on a merger if AEP would increase the suggested 
exchange ratio. Following negotiations between Dr. Draper and Mr. Brooks regarding various exchange 
ratios throughout the day, Dr. Draper agreed to increase the proposed exchange ratio to .60 of one AEP 
Share for each CSW Share (an implied value of $29.74 per CSW Share based on the closing sale price of 
AEP Shares on December 12, 1997). Later in the day, Mr. Brooks informed Dr. Draper that CSW 
management was authorized by the CSW Committee to proceed with merger negotiations on that basis. 

From December 13 through December 17, 1997, both CSW and AEP accelerated their due diligence 
efforts, with both companies’ teams working primarily in data rooms established at the offices of CSW’s 
legal counsel in Dallas, Texas. On December 16, 1997, CSW delivered a draft merger agreement to AEP 
Numerous small group meetings were held to discuss the regulatory approval process, environmental 
matters, nuclear operations and other matters, with the results of such meetings reported to AEP and 
CSW managements. 

On December 17, 18 and 19, 1997, the CSW Committee met by telephone conference with CSW 
management and advisers and the committee’s counsel to discuss the status of the negotiations with AEP. 
CSW mandgement discussed with the CSW Cvmmittee the due diligence efforts being conducted by both 
companies and the progress of the merser negotiations. 

On December 17, 1997. the AEP Board met with AEP management and AEP’s legal and financial 
advisors to review the status of the negotiations with CSW. AEP management advised the AEP Board with 
respect to the due diligence efforts being conducted by both companies and the progress of the Merger 
negotiations. Representatives of Salomon Smith Barney made a presentation to the AEP Board with 
respect to certain analyses preformed by Salomon Smith Barney in evaluating the consideration proposed 
to be paid by AEP in connection with the Merger. 

From December 18 through December 20, 1997, negotiating teams from AEP and CSW met at the 
offices of AEP’s legal counsel in New York. New York to negotiate the terms of the Merger Agreement. 

On December 20, 1997, the CSW Committee met at the corporate offices of CSW in Dallas. Texas. At 
this meeting, CSW management updated the CSW Committee on the progress of the negotiations with 
AEP and discussed with the CSW Committee a number of other issues. CSW management presented a 
report to the CSW Committee regarding the strategic fit of a merger with AEP as compared with other 
possible merger candidates or stand-alone options available to CSW and how the various alternatives 
would affect stockholder value. Legal counsel discussed with the CSW Committee the substantive issues 
involved in obtaining FERC approval of a merger with AEP and compared those issues and their likely 
resolution with the issues raised by a combination with the other responding candidates. Legal counsel also 
discussed the regulatory environment in several of the states in which AEP operates. Mr. Hagan discussed 
regulatory issues in the States of Arkansas, Louisiana, Oklahoma and Texas as they relate to a merger with 
AEP and the other potential strategic merger candidates. Mr. Meyer reviewed for the CSW Committee the 
1935 Act requirements that would apply to a merger with AEP and the other potential strategic merger 
candidates and also reviewed the feasibility of the proposed merger under the various applicable regula- 
tory requirements. Mr. Files discussed with the CSW Committee certain environmental issues associated 
with a merger with AEP. Mr. Files reviewed for the CSW Committee the environmental due diligence 
undertaken by CSW and its environmental advisers, in particular with respect to kEP’s coal mining 
operations and its coal-fired generation plants. Mr. Files discussed the impact of possible legislation on 
AEP’s operations and the likely costs associated therewith. Mr. Smith reported to the CSW Committee on 
the expected cost savings and other synergies that would result from a merger with AEP and how these 
cost savings and other efficiencies might be realized and reflected in the combined company’s future 
operations. Mr. Rosilier discussed the accounting and tax treatment of a merger with AEP. Morgan Stanley 
presented a detailed financial analysis of the proposed merger, including valuations for each of CSW and 
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5;. !.. AEP on a stand-alone and combined basis utilizing certain stated assumptions regarding cost efficiencies 

and enhanced revenues. Morgan Stanley’s report included historical and comparative price earnings ratios, 
historical market prices and the relationships of such prices to general market performance. Morgan 
Stanley also informed the CSW Committee that Morgan Stanley would issue an opinion to the CSW Board 
that the exchange ratio in the Merger was fair to CSW’s common stockholders from a financial point of 
view. See “The Merge rap in ion  of Financial Adviser to CSW”. Mr. Shockley reviewed significant issues 
in the- Merger agreement. He reported on the proposed methods of resolving operational issues between 
the companies pending consummation of the Merger. He also outlined the terms and conditions of various 
material adverse events which could result in either party terminating the Merger Agreement. CSW’s 
outside counsel reviewed the substantive provisions of the Merger Agreement, including the termination 
and termination fee provisions. At the conclusion of the meeting, the CSW Committee voted unanimously 
to recommend to the CSW Board that it authorize CSW to enter into the Merger on the terms and 
conditions outlined and discussed thoroughly during the presentations to the CSW Committee. 

On December 21, 1997, at a special meeting of the CSW Board held in the corporate offices of CSW, 
Mr. Foy presented the CSW Committee’s report and recommendation to the CSW Board and Mr. Foy and 
Mr. ‘Brooks reviewed for the CSW Board those issues discussed at the December 20, 1997 CSW 
Committee meeting. CSW’s outside counsel reviewed with the CSW Board the terms of the final forms of 
the Merger Agreement and other transaction documents. Counsel also reviewed the approval process to be 
commenced upon execution of the Merger Agreement, including the process of seeking approval of AEP 
and CSW stockholders and the various regulatory agencies whose approval would be required. Mr. Mkyer 
discussed with the CSW Board various provisions of the 1935 Act and their applicability to the proposed 
Merger and to the operations of the combined entity after the effective time of the proposed Merger. He 
also reviewed with the CSW Board the feasibility of the proposed merger under the various applicable 
regulatory requirements. Morgan Stanley delivered its oral opinion to the CSW Board to the effect that. 3s 

one of the AEP Shares for each CSW Share was fair, from a financial point of view, to the holders of CSW 
Shares. The CSW Board then reviewed the presentations they had received at this and previous CSW 
Board meetings concerning CSW’s strategic alternatives and how best to restore and enhance long-term 
stockholder value, discussing and considering, among other things: current industry, economic and market 
conditions; the effects of the changing regulatory environment and increased competition on CSW’s 
earning potential as a stand-alone company; the results of due diligence on AEP and its operations and 
business prospects; the impact of current and anticipated environmental legislation on the combined 
company; expected cost savings and synergies resulting from the Merger that will enhance opportunities 
for earnings growth and create value for stockholders; diversification and, hence, reduction of regulatory 
risks that would result from the Merger; creation of a larger service territory with a more diversified 
customer base, thereby reducing the adverse impact of regional economic downturns; increased flexibility 
and leverage in financing; creation of a larger low-cost generating system allowing for a reduction in 
reserve margins and deferring the need to add generating capacity; enhanced ability to make off-systems 
sales; the tax and accounting treatment of the Merger; the regulatory feasibility of the Merger; and 
increased opportunities in wholesale and retail energy marketing. Upon conclusion, the CSW Board 
unanimously approved an amendment of the Stockholder Rights Plan to exempt the Merger from the 
application thereof and, by a vote of twelve in favor and one against, approved the Merger Agreement and 
the transactions contemplated thereby. Mr. Glenn Biggs was the sole director to vote against approval of 
the Merger Agreement and the transactions contemplated thereby based on his expressed beliefs that the 
Merger Agreement should contain a collar limiting the effect of any potential decline in the market price 
of the AEP Shares prior to consummation of the Merger and that, despite legal advice to the contrary, the 
Merger might not be feasible under the 1935 Act. See “THE CSW MEETING-ADDITIONAL MAT- 
TERS-Election of Directors” and “-Meetings and Compensation of the CSW Board.” 

On December 21, 1997, the AEP Board met to consider the proposed Merger. Representatives of 
AEP’s senior management, AEP’s legal advisors and its financial advisors made presentations and 

of such date and based upon and subject to various considerations, the proposed exchange ratio of .60 of c- 
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reviewed the matters set forth under “Reasons for the Merger.” The terms of the proposed Merger and 
the provisions contained in the draft of the Merger. Agreement were reviewed with the AEP Board. 
Salomon Smith Barney rendered its oral opinion, confirmed by a subsequent written opinion dated 
December 21, 1997, that, as of such date, and based upon and subject to the considerations set forth 
therein, the consideration to be paid by AEP in connection with the Merger was fair to AEP from a 
financial point of view. After discussion and consideration, the,AEP Board approved the Merger, the 
Mefger Agreement and all of the related transactions with the unanimous vote of all directors present (Ms. 
Kathryn D. Sullivan being absent from the meeting). 

Following the meetings of the AEP Board and the CSW Board, the Merger Agreement was executed. 

Reasons for the Merger 

AEP and CSW share a common vision of the strategic path necessary to succeed in the increasingly 
competitive utility and energy services marketplace. The electric utility industry has been undergoing 
dramatic structural change for several years. This evolution has been marked by the Energy Policy Act of 
1992 and the issuance by the FERC in 1996 of Orders 588 and 889 which further opened the transmission 
systems of electric utilities to use by third parties. To compete more effectively in the dynamic and 
increasingly competitive global energy and related senices market. PEP  and CSW believe that companies 
must be able to market and deliver a wide variety of energy services across various energy forms at 
competitive prices. Both AEP and CSW foresee a convergence of energy-related services, electric utility 
services and potentially other utility services such as telecommunications. 

AEP and CSW believe that the Merger will position the combined companies to be the nation’s 
preeminent diversified electric utility company. and that the Merger offers significant opportunities to 
create additional value for shareholders, customers and employees of AEP and CSW. The benefits of the 
Merger include the following: 

Increased Scale-The combined company will be a substantially larger enterprise than either AEP or 
CSW on a stand-alone basis. As competition intensifies within the industry, AEP and CSW believe 
scale will be one contributor to overall business success. Scale has importance in many areas. 
including utility operations. product development, advertising and corporate services. The Merger is 
expected to improve the profitability of the combined company by roughly doubling the customer 
base and providing synergies in all of these areas. 

Cost Savings-Through the elimination of duplication in corporate and administrative programs, 
greater efficiencies in operations and business processes. improved purchasing power, and the 
combination of two workforces. the companies expect to capture Merger-related savings of approxi- 
mately $2 billion, net of transaction and transition costs. over the next ten years, based on 
preliminary estimates by the managements of AEP and CSW. These estimated cost savings would 
be attributable to the Merger and would not include other types of savings that might be achieved 
without a business combination of AEP and CSW. The estimated cost savings reflect the creation of 
cost reduction or cost avoidance opportunities rhrough the ability to consolidate separate, stand- 
alone operations into a single entity. 

Competitive Prices and Services-Sales to industrial, large commercial and wholesale customers are 
at greatest near-term risk as a result of increased competition in the electric utility industrj. It is 
expected that the Merger will create a company better able to meet the demands of such customers 
for reliable, low-cost power in the face of increased competition among suppliers and will create 
operating efficiencies that will allow the combined companies to be able to produce and deliver low- 
cost power to customers. 

Financial Strength-By significantly increasing the market capitalization of the combined company 
compared with the individual companies, it is expected that the Merger will result in a combined 
company with a stronger financial base, improved position in the credit markets and less exposure 
to regional economic downturns. 
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Greater Diversification-The combination of the two companies will immediately increase the 
companies’ ability to serve a larger and more diverse base of customers. The combined service 
temtories of AEP and CSW will be more diverse than their individual service territories, reducing 
exposure to adverse changes in any sector’s economic and competitive conditions. After the Merger, 
the combined company plans to expand relationships with existing customers and to develop 
relationships with new customers in its service area, using its combined distribution channels to 
market a portfolio of innovative energy-related products throughout the region at competitive 
prices. In addition to geographic diversity, the Merger will result in a combined company which has 
greater diversity in fuel and generation, which its expected to reduce dependence upon any one 
sector of the energy industry and reduce exposure to fluctuations in certain commodity prices. 

Subject to the qualifications expressed below, AEP and CSW believe that the Merger will generate 
substantial cost savings to the combined company following the Effective Time, which would not be 
available absent the Merger. As mentioned above, preliminary estimates by the management of AEP and 
CSW indicate that the Merger could result in potential net non-fuel cost savings (that is, after taking into 
account the costs incurred to achieve such savings) of approximately $2.0 billion during the ten-year period 
following the Merger. Potentially significant cost savings include personnel reductions and reduced 
corporate and administrative programs. Assuming a March 31, 1999 closing, AEP and CSW estimate 
available synergies and cost savings resulting from the Merger, net of costs necessary to achieve these 
reductions, of approximately $17 million (9 months), $102 million, $135 million, $162 million, $181 million. 
$243 million, $255 million, $259 million. $267 million, $275 million and $69 million (3 months) in the first 
ten years following the Merger, respectively. for a total of approximately $2 billion. The synergies and the 
Cost savings in the first five years are expected to be lower than the later years due to the costs incurred to 
achieve certain synergies and cost savings. The categories and estimated amounts of non-production cost 
synergies and cost savings over the ten year period are anticipated to be as follows: labor savings of 
approximately $996 million, corporate and administrative savings of approximately $1,044 million, and 
purchasing economy savings of approximately $367 million. Achievement of these savings will require 
incurring an estimated cost of $248 million and does not include estimated savings from pre-merger 
initiatives of approximately $193 million. The companies are required to obtain state regulatory approvals 
of the Merger in the states of Texas, Oklahoma, Louisiana and Arkansas as well as from the FERC, the 
NRC, the FCC and the SEC. In addition, the companies must await the expiration or termination of the 
applicable waiting period under the HSR Act. As part of the filings, the companies plan to propose 
regulatory plans which suggest an equitable sharing of the net savings from the Merger which will be 
requested to be amortized over a multi-year period. Although specific estimates of the net savings to the 
shareholders cannot be determined until all regulatory proceedings have been completed, it is expected 
that approximately half of the net savings would be realized by the shareholders. In addition. it is 
anticipated that there will be reduced fuel costs. 

The analyses employed by the managements of AEP and CSW in order to develop estimates of 
potential savings as a result of the Merger were necessarily based upon various assumptions. The estimated 
merger cost savings are assumed to be available coincident with closing at or about March 31, 1999 and to 
extend over a ten-year period concluding March 31, 2009. The material assumptions include savings that 
are provided in nominal dollars based on escalation rates of approximately 3% for all non-labor areas and 
4% for salaries and wages. These escalation rates are also adjusted for other areas where price changes 
differ from general escalation rates. No assumptions are made with respect to individual company cost 
reductions; rather, reductions are assumed to occur across both companies using blended cost rates. 
Reductions in staffing levels are assumed to occur across both companies and reflect the areas where 
overlap or duplication are expected. Cost reductions in other non-labor areas reflect either duplication in 
expenditures, for example information technology, or economies of scale in purchasing services, such as 
insurance. These avoided duplicate expenditures reflect specific projects, where identifiable, or assumed 
project cost levels based on the plans of the individual companies. Economies of scale are predicated upon 
perceived opportunities to reduce unit costs based on observed prices paid and the results of expected 
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negotiations. Accordingly, while AEP and CSW believe that such assumptions are reasonable for purposes 
of the development of estimates of potential savings, there can be no assurance that such assumptions will 
approximate actual experience or that such savings will be realized. See “Summary of the Joint Proxy 
Statement/Prospectautionary Statement Concerning Forward-Looking Statements.” The nature of 
the allocation of the estimated cost savings resulting fromthe Merger will depend in part upon the results 
of regulatory proceedings in the various jurisdictions in which AEP and CSW operate their utility 
businesses. See “Regulatory Approvals.” 

In the past, such regulatory commissions have occasionally required a particular allocation of 
estimated merger-related cost savings as a condition of approval of a merger. If a commission requires that 
some part of merger-related cost savings be allocated to customers, those savings will necessarily be 
unavailable to the stockholders of the combined company, However, the Merger Agreement provides that 
consummation of the Merger is dependent on regulatory approvals that do not impose terms, conditions, 
or qualifications that, individually, or in the aggregate, could resonably be expected to have a Material 
Adverse Effect on the combined company. 

Recommendations of the Boards of Directors 

AEI! THE AEP BOARD HAS BY THE UNANIMOUS VOTE OF THE DIRECTORS PRESENT 

OMMEND THE CHARTER AMENDMENT AND THE SHARE ISSUANCE. THE AEP BOARD 
RECOMMENDS THAT THE HOLDERS OF AEP COMMON STOCK VOTE FOR APPROVAL OF 
THE CHARTER AMENDMENT AND THE SHARE ISSUANCE. 

The determination of the AEP Board to approve the Merger and the transactions contemplated 
thereby was based upon consideration of a number of factors. The following list includes the material 
factors considered by the AEP Board in its evaluation of the Merger and the transactions contemplated 
thereby: (i) AEP’s and CSW’s respective businesses, operations, assets, management, geographic locations 
and prospects; (ii) current industry, economic, market and regulatory conditions and trends which 
encourage consolidation to create new business strategies and earnings growth; (iii) potential opportunities 
for enhanced value for customers arising out of the operating efficiencies of the combined company due to 
the combined company’s stronger competitive position; (iv) AEP’s and CSW’s strategic fit and compatible 
corporate cultures and visions of the future of the energy business; (v) the financial resources of the 
combined company; (vi) the ability to consummate the Merger, including, in particular, the ability to 
obtain required regulatory approvals on a timely basis without the imposition of conditions that could 
reasonably be expected to have a material adverse effect on the combined company; (vii) the anticipated 
positive effects of the Merger on long-term value for shareholders through their ownership of stock in a 
stronger, more diversified company; (viii) the geographically attractive service territory of CSW expanding 
the breadth and diversity of markets for the combined company to service; (ix) the diversification of AEP’s 
and CSW’s fuel and environmental risks; (x) the terms of the Merger Agreement, which provide for 
reciprocal representations and warranties, conditions to closing and rights to termination (as discussed 
under “The Merger Agreement”); (xi) the recent incidence of Merger transactions involving electric utility 
companies in surrounding markets, which is part of a wider trend in the utility industry towards 
consolidation and strategic partnerships in order to create larger, stronger companies made to face an 
increasingly competitive environment; (xii) the impact of regulation under various state and federal laws, 
in particular the federal and state legislative and regulatory initiatives aimed at introducing greater 
competition in the wholesale and retail energy markets, and the feasibility of obtaining regulatory 
approvals required as conditions to the consummation of the merger; and (xidii) the opinion of Salomon 
Smith Barney that, as of December 21, 1997 and based upon and subject to the considerations set forth 
therein, the consideration to be paid by AEP in the Merger was fair to AEP from a financial point of view, 
which opinion was confirmed as of the date of this Joint Proxy Statemenflrospectus. In view of the variety 
of factors considered in connection with its evaluation of the Merger, the AEP Board of Directors did not 

AT THE MEETING APPROVED THE MERGER AGREEMENT AND DETERMINED TO REC- 
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find it practicable to and did not quantify or otherwise assign relative weights to the specific factors 
considered in reaching its determination. In malung its determination, the AEP Board of Directors also 
considered the risks and likelihood of achieving the results discussed above. 

CSW CSW’S BOARD OF DIRECTORS HAS DETERMINED THAT THE TERMS OF THE 
MERGER AGREEMENT AND THE TRANSACXIONS CONTEMPLATED THEREBY ARE FAIR 
TO,.AND.IN THE BEST INTERESTS OF, CSW AND ITS STOCKHOLDERS AND RECOMMENDS 
THAT CSW STOCKHOLDERS VOTE FOR THE APPROVAL O F  THE MERGER AGREEMENT. 

In considering the recommendation of the CSW Board with respect to the Merger Agreement, 
stockholders should be aware that certain members of the CSW Board will become directors and/or 
employees of AEP followirig consummation of the Merger and/or may become entitled to severance 
benefits as a result of the Merger. Therefore, such directors have interests in the Merger that are different 
than, or in addition to, the interests of stockholders of CSW generally. The CSW, Board was aware of these 
interests and considered them, among other matters, in approving the Merger Agreement. See “--Interest 
of Certain Persons in the Merger.” 

The Board of Directors of CSW believes that the terms of the Merger Agreement are fair to, and that 
the Merger is in the best interests of, CSW and its stockholders. Accordingly, the Board of Directors of 
CSW has approved the Merger upon the terms and conditions contained in the Merger Agreement and 
recommends approval and adoption thereof by the stockholders of CSW. 

In engaging in the process of screening and evaluating potential strategic merger candidates and in 
reaching its determination to approve and recommend the Merger Agreement, the CSW Board was 
motivated in its desire to position CSW to meet the challenges of the changing electric utility industry 
environment discussed under “-Background of the Merger” and thereby to assist the holders of CSW 
Shares to realize the benefits of the opportunities, and to avoid the risks, presented by such changing 

events in March and April 1997 as described under “-Background of the Merger.” 

In its deliberations with respect to the Merger and the Merger Agreement, the CSW Board consulted 
with CSW management and the financial and legal advisers to CSW. The factors considered by the CSW 
Board include those enumerated below. While all of these factors were considered by the CSW Board, the 
CSW Board did not make determinations with respect to each such factor. Rather; the CSWBoard made its 
judgment with respect to the Merger and the Merger Agreement based on the total mix of information available 

individual views with respect to different factors. 

The factors considered by the CSW Board in evaluating the Merger and the Merger Agreement 
included the following: 

(i) its knowledge of the business, operations, assets, properties, operating results and financial 
condition of CSW, 

(ii) CSW’s strategic alternatives, including the prospects of positioning CSW for the future and 
restoring and enhancing long-term shareholder value by remaining an independent company or by 
effecting a strategic business combination with another party; 

(iii) information concerning CSWs prospects as an independent company, including financial 
projections for the year ended December 31, 1999; 

(iv) information concerning the financial position, results of operations, businesses, competitive 
position and prospects of a business combination with each of AEP, Company A and Company B, 
including the amount of stranded investment of each; 

c--iii 

environment. In addition, the CSW Boardwas motivated to restore stockholder value lost as a result of the 

to it, and the judgments of individual directors may have been influenced to a greater or lesser degree by their . .  
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(v) the philosophies of the managements of each of AEP, Company A and Company B, especially 
as they relate to the means of meeting the challenges of industry change, and the compatibility of 
those with that of CSW management; 

(vi) the prospects of regulatory approval, at each level of regulation, of a combination with each 
of AEP, Company A and Company B; 

(vii) the opportunities for cost savings as a result of a business combination with each of AEP, 
Company A and Company B (which, in the case of AEP, were estimated by the managements of AEP 
and CSW to be approximately $2.0 billion to be realized over the ten years following the consumma- 
tion of the Merger); 

(vui) the extensive information developed during the period of the screening process discussed 
under “-Background of the Merger” with respect to AEP, Company A and Company B, as well as 
the extensive and inclusive nature of the screening process itself; 

(k) the comparative market capitalization. debt-to-equity ratio and financial strength of each of 
CSW as an independent company and a combination of CSW with each of AEP, Company A and 
Company B; 

(x) the effects of the changing regulatory environment and increased competition in the electric 
power industry as described under “-Background of the Merger”; 

(xi) the positive effects of the Merger on CSW’s customers through a positioning of CSW to 
achieve the most reliable and low-cost power production and delivery; 

(xii) the recent trend in the utility industry toward consolidation and strategic partnerships that 
create larger, stronger companies made to face an increasingly competitive environment; 

(Xiii) specifically, with respect to a business combination with AEP: 

(a) the Exchange Ratio and recent trading prices for CSW Shares and AEP Shares; 

(b) the opportunity for the stockholders of CSW to receive a premium over the market price 
for their CSW Shares immediately prior to announcement of the Merger Agreement (the 
Exchange Ratio implied a premium of $5.20, or 20%, over the closing market price per CSW 
Share on December 19, 1997 based on the closing market price ($52.00) for AEP Shares on the 
same day); 

(c) the anticipated positive effects of the Merger on CSW stockholders through their 
ownership of stock in a combined company that will likely have greater stability and strength due 
to its geographically expanded service territory having a more diversified customer base, thereby 
reducing the adverse impact of regional economic downturns and reducing regulatory risks, its 
increased economies of scale, its expected cost savings and synergies expected to result from the 
consolidation of CSW’s and AEP’s stand-alone operations, its larger low-cost generating system 
allowing for a reduction in reserve margins and deferring the need to add generating capacity, its 
enhanced ability to make off-systems sales, its increased opportunities in wholesale and retail 
energy marketing, and its expected increased flexibility and leverage in financing activities; 

(d) the terms of the Merger Agreement, which provide for reciprocal representations and 
warranties, conditions to closing and rights to termination, balanced rights and obligations and 
protection for employees of CSW (as discussed under “The Merger Agreement”); 

(e) the tax and accounting treatment of the Merger; and 

( f )  the numerous presentations made by Morgan Stanley to the CSW Board during the 
screening process, including information regarding CSW as an independent entity and CSW in 
combination with AEP, Company A and Company B (as well as others) and the oral opinion of 
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Morgan Stanley rendered to- the CSW Board on December 21, 1997 that, as of such date, the 
Exchange Ratio was fair, from a financial point of view, to the holders of the CSW Shares. See 
“-Opinion of Financial Adviser to CSW”. 

During its deliberations regarding the Merger and the Merger .Agreement (and, indeed, during the 
screening process), the CSW Board also analyzed certain risks associated with the Merger. First, it was 
drawn to the CSW Board’s attention that a business combination with AEP would likely involve a 
reduction in the dividend enjoyed by holders of CSW Shares. Based on the AEP current dividend rate of 
$2.40 per share and the Exchange Ratio, CSW’s stockholders would receive $1.44 per share in dividend 
upon consummation of the Merger. Second, the CSW Board was advised with respect to the environmen- 
tal risks faced by AEP. Specifically, these entail the risk of more restrictive clean air legislation and 
consequent capital expenditure requirements to meet clean air standards at AEP’s coal fired plants. Third, 
the CSW Board was thoroughly advised regarding the risks of obtaining regulatory approval for the 
Merger at all levels of regulation. After reviewing these matters thoroughly, including the relatively high 
CSW dividend payout ratio in comparison with the industry average, the extensive due diligence investiga- 
tion by CSW representatives of the AEP environmental risks and the legal advice received by CSW with 
respect to regulatory approvals, the CSW Board determined that the benefits of the Merger outweighed 
any risks entailed in these matters. 

The CSW Board believes that the Merger will provide strategic and operational opportunities that 
would be unavailable to CSW as an independent company and will enable CSW and its stockholders to 
pariicipate in a significantly larger and more diverse company. Through the pooling of common stock 
equity, management, human resources and technical expertise and coordination in the use of the facilities 
of CSW and AEP, the CSW Board believes the combined company will be better able to meet the 
competitive environment for the delivery of energy and services’ than would CSW as a stand-alone 
enterprise. The CSW Board believes that the combined entity will be better able, in the long term, to 
achieve benefits of increased financial stability and strength, improved and unified management, efficien- 
cies of operations, better use of facilities for the benefit of customers and reduced or deferred require- 
ments for future additional generating capacity than would CSW as an independent company or a 
combination of CSW with Company A or Company B. 

In view of the wide variety of factors considered by it in connection with its evaluation of the Merger and 
the Merger Agreement, the CSW Board did not find it practicable to quantify or otherwise to attempt to assign 
relative weights to the specific factors considered in reaching its determination and did not do so. Rather; the 
CSW Board made its judgment with respect to the Merger and the Merger Agreement based on the total mix of 
information available to it, and the judgments of individual directors may have been influenced to a greater or 
lesser degree by their individual views with respect to different factors. In making its determination, the CSW 
Board of Directors also considered the risks and likelihood of achieving the results discussed above. 

c g 

Opinion of Financial Advisor to AEP 

AEP retained Salomon Smith Barney, pursuant to a letter agreement dated September 3, 1997 (the 
“Salomon Engagement Letter”) to act as financial advisor to AEP in connection with a potential merger 
with CSW. Pursuant to the Salomon Engagement Letter, Salomon Smith Barney rendered an opinion to 
the AEP Board on December 21, 1997 to the effect that, based upon and subject to the considerations set 
forth in such opinion, as of such date, the consideration to be paid by AEP in the Merger was fair to AEP 
from a financial point of view. Salomon Smith Barney has c o n f i i e d  its opinion dated December 21,1997 
by delivery of a written opinion dated the date of this Joint Proxy Statemenflrospectus. In connection with 
its opinion dated the date of this Joint Proxy Statemenflrospectus, Salomon Smith Barney updated 
certain of the analyses performed in connection with its opinion delivered on December 21, 1997 and 

therewith. - 
reviewed the assumptions on which such analyses were based and the factors considered in connection i 
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The full text of Salomon Smith Barney’s opinion dated the date of this Joint Proxy Statement, 
Prospectus (the “Salomon Smith Barney Opinion”), which sets forth the assumptions made. general 
procedures followed, matters considered and limits on the review undertaken, is included as Annex I1 to 
this Joint Proxy Statement/Prospectus. The summary of Salomon Smith Barney’s opinion set forth below is 
qualified in its entirety by reference to the full text of such opinion. No limitations were imposed by AEP 
or AEP’s Board of Directors with respect to the investigations made or procedures followed by Salomon 
Smith Barney in rendering its opinions. Shareholders are urged to read the Salomon Smith Barney 
Opinion in its entirety. 

In connection with rendering its opinion, Salomon Smith Barney reviewed and analyzed, among other 
things, the following: (1) the Merger Agreement; (2) certain publicly available information concerning 
AEP, including the Annual Reports on Form 10-K of AEP for each of the years in the four year period 
ended December 31, 1997 and the Quarterly Reports on Form 10-Q of AEP for the quarters ended 
March 31, June 30, and September 30, 1997; (3) certain other internal information, primarily financial in 
nature, including projections, concerning the business and operations of AEP furnished to Salomon Smith 
Barney by AEP for purposes of its analysis; (4) certain publicly available information concerning the 
trading of, and the trading market for, the AEP Shares; (5) certain publicly available information 
concerning CSW, including the Annual Reports on Form 10-K of CSW for each of the years in the four 
year period ended December 31, 1997 and the Quarterly Reports on Form 10-0 of CSW for the quarters 
ended March 31, June 30, and September 30, 1997; ( 6 )  certain other internal information, primarily 
financial in nature, including projections, concerning the business and operations of CSW furnished to 
Salomon Smith Barney by CSW for purposes of its analysis; (7) certain publicly available information 
concerning the trading of, and the trading market for, the CSW Shares; (8) certain internal information 
concerning the prospects of the combined operations of AEP and CSW furnished to Salomon Smith 
Barney by AEP for purposes of its analysis; (9) certain publicly available information with respect to 
certain other companies that Salomon Smith Barney believed to be comparable to CSW or AEP, and the 
trading markets for certain of such other companies’ securities; and (10) certain publicly available 
information concerning the nature and terms of certain other transactions that Salomon Smith Barney 
considered relevant to its inquiry. Salomon Smith Barney also considered such other information, financial 
studies, analyses, investigations and financial, economic and market criteria that i t  deemed relevant. 
Salomon Smith Barney also met with certain officers and employees of AEP and CSW to discuss the 
foregoing as well as other matters Salomon Smith Barney believed relevant to its inquiry. 

In its review and analysis and in arriving at its opinion, Salomon Smith Barney assumed and relied 
upon the accuracy and completeness of all of the financial and other information provided to it or publicly 
available and neither attempted independently to verify nor assumed any responsibility for verifying any of 
such information. Salomon Smith Barney did not conduct a physical inspection of any of the properties or 
facilities of AEP or CSW, nor did it make or obtain or assume any responsibility for making or obtaining 
any independent evaluations or appraisals of any of such properties or facilities. With respect to projec- 
tions, Salomon Smith Barney assumed that they had been reasonably prepared on bases reflecting the best 
currently available estimates and judgments of the managements of AEP and CSW as to the future 
financial performance of AEP and CSW, respectively. Salomon Smith Barney expressed no view with 
respect to such projections or the assumptions on which they were based. Salomon Smith Barney further 
assumed that the conditions precedent to the Merger contained in the Merger Agreement will be satisfied 
and that the Merger will be consummated in accordance with the t e r n  of the Merger Agreement. 

In conducting its analysis and arriving at its opinion, Salomon Smith Barney considered such financial 
and other factors as it deemed appropriate under the circumstances including, among others. the 
following: (1) the historical and current financial position and results of operations of CSW and AEP; 
(2) the business prospects of CSW and AEP; (3) the historical and current market for the AEP Shares, the 
CSW Shares and the equity securities of certain other companies that Salomon Smith Barney believed to 
be comparable to AEP or CSW, and (4) the nature and terms of certain other acquisition transactions that 
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Salomon Smith Barney believed to be relevant. Salomon Smith Barney also took into account its 
assessment of general economic, market and financial conditions as well as its experience in connection 
with similar transactions and securities valuation generally. Salomon Smith Barney’s opinion necessarily 
was based on conditions as they existed and could be evaluated on the date thereof and Salomon-Smith 
Barney assumed no responsibility to update or revise its opinion based upon circumstances or events 
occuning after such date. Salomon Smith Barney’s opinion does not constitute an opinion or imply any 
conclusions as to the likely trading range for the AEP Shares following consummation of the Merger. 
Salomon Smith Barney’s opinion was for the benefit of AEP’s Board of Directors and management in their 
consideration of the Merger and was, in any event, limited to the fairness, from a financial point of view, of 
the consideration to be paid by AEP in the Merger and did not address AEP’s underlying business decision 
to effect the Merger or constitute a recommendation of the Merger to AEP or a recommendation to any 
holder of AEP Shares or CSW Shares as to how such holder should vote with respect to the Merger. 

In connection with rendering its opinion on December 21, 1997, Salomon Smith Barney made a 
presentation to the AEP Board on December 17, 1997, with respect to certain analyses performed by 
Salomon Smith Barney in evaluating the consideration to be paid by AEP in connection with the Merger. 
The following is a summary of such Salomon Smith Barney presentation. The following quantitative 
information, to the extent it is based on market data, is based on market data as it existed at December 15, 
1997 and is not necessarily indicative of current market conditions. 

Discounted Cash Flow Analyses-CSW Salomon Smith Barney performed a discounted cash flow 
(“DCF”) analysis, based on financial projections provided by CSW and adjusted by the management of 
AEP, to establish a range of equity value per share for the CSW Shares. The DCF was calculated for CSW 
assuming discount rates ranging from 7.75% to 8.50% and was comprised of the sum of the present value 
of (i) the projected unlevered free cash flows for fiscal years 1997 to 2006 and (ii) the fiscal year 2006 
terminal value based upon a range of multiples from 1 3 . 5 ~  to 1 4 . 5 ~  projected net income for fiscal year 
2006. From this analysis, Salomon Smith Barney derived a range of the implied equity value per CSW 
Share of approximately $25.00 to $29.00. Salomon Smith Barney also calculated the present value, net 
after-tax, of the approximately $2.0 billion in pre-tax synergies (estimated in an analysis prepared by 
management of AEP and CSW with the assistance of a third-party consultant to be achieved over the next 
approximately 10 years). Salomon Smith Barney derived a present value of those synergies of approxi- 
mately $5.00 per CSW share. Based on the foregoing, Salomon Smith Barney derived a reference range for 
the implied value per CSW share, including synergies, of approximately $30.00 to $34.00. 

Comparable Company Analysis-CSW Salomon Smith Barney reviewed certain publicly available 
financial, operating and stock market information for CSW, and five other publicly-traded utility compa- 
nies (Dominion Resources, Inc., GPU, Inc., Houston Industries Incorporated, PP&L Resources, Inc. and 
Texas Utilities Company (the “CSW Comparable Companies”)). Salomon Smith Barney considered the 
CSW Comparable Companies to be reasonably similar to CSW insofar as they participate in business 
segments similar to the CSW’s business segments, but none of these companies has the same management, 
makeup, size and combination of businesses as CSW. Accordingly, the analysis described below is not 
purely mathematical. Rather it involves complex considerations and judgments concerning differences in 
historical and projected financial and operating characteristics of CSW and the CSW Comparable 
Companies and other factors that could affect public trading value. 

For CSW and each of the CSW Comparable Companies, Salomon Smith Barney compared the ratio 
of market equity value as of December 15,1997 to (1) latest twelve months (“LW’) net income (13 .3~  for 
CSW compared with a range of 1 1 . 0 ~  to 17.2~ for the CSW Comparable Companies); (2) 1997 estimated 
net income (16 .2~  for CSW compared with a range of 1 0 . 9 ~  to 1 3 . 6 ~  for the CSW Comparable Companies); 
(3) 1998 estimated net income (13 .3~  for CSW compared with a range of 1 0 . 9 ~  to 13.0~ for the CSW 
Comparable Companies); (4) book value (1 .54~ for CSW compared with a range of 1 . 3 5 ~  to 1 . 5 2 ~  for the 
CSW Comparable Companies); ( 5 )  LTM after-tax cash flow ( 5 . 8 ~  for CSW compared with a range of 4 . 6 ~  
to 6 . 0 ~  for the CSW Comparable Companies); (6) 1997 estimated after-tax cash flow (5 .6~  for CSW 
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compared with a range of 4 . 6 ~  to 5 . 7 ~  for the CSW Comparable Companies); and (7) 1998 estimated after- 
tax cash flow ( 6 . 5 ~  for CSW compared with a range of 4 . 6 ~  to 5 . 7 ~  for the CSW Comparable Companies). 
Salomon Smith Barney also compared the ratio of firm value (calculated as the offer value plus total debt. 
preferred equity and minority interests less cash) as of December 15. 1997 to (1) LTM earnings before 
interest, taxes, depreciation and amortization (“EBITDA”) (7% for CSW compared with a range of 6 . 0 ~  to 
8.5~ for the CSW Comparable Companies); (2) 1997 estimated EBITDA ( 7 . 5 ~  for CSW compared with a 
range of 5 . 6 ~  to 7 . 3 ~  for the CSW Comparable Companies); and (3) 1998 estimated EBITDA (6 .9~  for 
CSW compared with a range of 5 . 6 ~  to 7 . 2 ~  for the CSW Comparable Companies). Using the multiples 
described above, Salomon Smith Barney derived reference ranges for the implied value of the CSW Shares 
(1) on a stand-alone basis ($21.00 to $25.00 per share); (2) including approximately $5.00 per share for the 
present value of the net after-tax synergies expected to result from the Merger ($26.00 to $30.00 per 
share); and (3) including a 30% control premium, but no synergies ($27.50 to $32.50 per share). 

Salomon Smith Barney also analyzed 
certain publicly available financial, operating and stock market information for seven selected merger or 
acquisition transactions in the utility industry announced since August 1996 (the “Precedent Utility 
Transactions”). The Precedent Utility Transactions reviewed were LGSrE Energy Corp./KU Energy 
Corporation, Enron Corp.,Portland General Corp.. Allegheny Power System, Inc./DQE Inc.. Western 
Resources 1nc.iKansas City Power & Light Co.. Brooklyn Union Gas Co./Long Island Lighting Co.. WPL 
Holdings, Inc./IES Industries, Inc., and WPL Holdings, Inc./Interstate Power Co. Salomon Smith Barney 
considered the Precedent Utility Transactions to be reasonably similar to the Merger. but none of these 
precedents is identical to the Merger. For each transaction reviewed. Salomon Smith Barney established, 
among other things, the premium to market price one month prior to the public announcement of the 
transaction and the multiples of (1) offer price to trailing twelve months earnings per share (ranging from 
13.0~ to 17.5~);  (2) offer price to forward earnings per share (ranging from 1 4 . 0 ~  to 18.0~); (3) offer price 
to forward plus one year earnings per share (ranging from 1 4 . 0 ~  to 17.5~);  (4) offer price to book value 
(ranging from l .5x to 2 .1~) ;  ( 5 )  firm value to LTM EBITDA (ranging from 6 . 8 ~  to 8 . 5 ~ ) ;  and (6) firm value 
to LTM earnings before interest and taxes (“EBIT”)(ranging from 10 .0~  to 13.0~). The premium of offer 
price to market price in the Precedent Utility Transactions (excluding WPL Holdings, IncAnterstate Power 
Co., based on Salomon Smith Barney’s judgment that the process that led to that transaction was not 
sufficiently comparable to the process resulting in the Merger) ranged from 17.0% to 36.0% with a median 
of 30.0% and a mean of 29.0%. From this analysis, Salomon Smith Barney derived a reference range for 
the implied equity value per CSW Share of $27 to $35. 

An analysis of the results of the foregoing necessarily involves complex considerations and judgments 
concerning differences in financial and operating characteristics of CSW and other factors that would 
affect the acquisition value of the companies to which it is being compared. Mathematical analysis (such as 
determining the mean or median) is not, in itself. a meaningful method of using precedent transactions 
data. 

Analysis of Selected Utility Company Mergers and Acquisitions. 

Discoiinted Cash Flow Analysis-AEII Salomon Smith Barney performed a DCF analysis, based on 
financial projections provided by management of AEP, to establish a range of equity value per share for the 
AEJ? Shares. The DCF was calculated for AEP assuming discount rates ranging from 7.75% to 8.50% and 
was comprised of the sum of the present value of (i) the projected unlevered free cash flows for fiscal years 
1997 to 2006 and (ii) the fiscal year 2006 terminal value based upon a range of multiples from 13.5~ to 
1 4 . 5 ~  projected net income for fiscal year 2006. From this analysis, Salomon Smith Barney derived a 
reference range of the implied equity value per AEP Share of approximately $42.00 to $49.00. 

Salomon Smith Barney reviewed certain publicly available 
financial, operating and stock market information for AEF’, and six other publicly-traded utility companies 
(Allegheny Power System, Inc.. CINergy Corp., Dominion Resources, Inc., New Century Energies, Inc., 
Northern States Power Co.. and The Southern Company (the “AEP Comparable Companies”)). Salomon 
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Smith Barney considered the AEP Comparable Companies to be reasonably similar to AEP insofar as they 
participate in business segments similar to AEP’s business segments, but none of these companies has the 
same management, makeup, size and combination of businesses as AEF! Accordingly, the analysis 
described below is not purely mathematical. Rather it involves complex considerations and judgments 
concerning differences in historical and projected financial and operating characteristics of AEP and the 
AEP Comparable Companies and other factors that could affect public trading value. 

For AEP and each of the AEP Comparable Companies, Salomon Smith Barney compared the ratio of 
market equity value as of December 15, 1997 to (1) to LTM net income (15.2~ for AEP compared with a 
range of 1 3 . 6 ~  to 1 7 . 7 ~  for the AEP Comparable Companies); (2) 1997 estimated net income (15 .1~ for 
AEP compared with a range of 1 3 . 1 ~  to 15 .9~  for the AEP Comparable Companies); (3) 1998 estimated 
net income (15.k for AEP compared with a range of 1 2 . 6 ~  to 14 .6~ for the AEP Comparable Companies); 
(4) book value (2.06~ for AEP compared with a range of 1 . 4 9 ~  to 2 .36~ for the AEP Comparable 
Companies); (5) LTM after-tax cash flow ( 8 . 1 ~  for AEP compared with a range of 5 . 1 ~  to 8 . 1 ~  for the AEP 
Comparable Companies); (6) 1997 estimated after-tax cash flow (7 .8~  for AEP compared with a range of 
5.1 x to 8 . 2 ~  for the AEP Comparable Companies); and (7) 1998 estimated after-tax cash flow ( 7 . 8 ~  for 
AEP compared with a range of 5.0~ to 7 . 7 ~  for the AEP Comparable Companies). Salomon Smith Barney 
also compared the ratio of firm value as of December 15. 1997 to (1) LTM EBITDA ( 8 . 0 ~  for AEP 
compared with a range of 7 . 5 ~  to 9 . 1 ~  for the AEP Comparable Companies); (2) 1997 estimated EBITDA 
( 8 . 0 ~  for AEP compared with a range of 6 . 7 ~  to 9 . 5 ~  for the AEP Comparable Companies); and (3) 1998 
estimated EBITDA ( 7 . 8 ~  for AEP compared with a range of 6 . 6 ~  to 9 . 1 ~  for the AEP Comparable 
Companies). Using the multiples described above, Salomon Smith Barney derived a reference range for 
the implied value of the AEP Shares of $44.00 to $52.00. 

Salomon Smith Barney also reviewed the daily closing prices of 
the CSW Shares and the AEP Shares during :he period from December 15. 1992 through December 15. 
1997 and the implied historical trading ratios determined by dividing the price per CSW Share by the price 
per AEP Share (the “Historical Trading Ratio”) over such period. Salomon Smith Barney calculated that 
during that period the Historical Trading Ratio ranged from a high of 0.91 to a low of 0.44 with an average 
of 0.70. Over the one-month period preceding December 15, 1997, the Historical Trading Ratio ranged 
from a high of 0.52 to a low of 0.35 with an average of 0.49. Over the six-month period preceding 
December 15. 1997, the Historical Trading Ratio ranged from a high of 0.52 to a low of 0.44 with an 
average of 0.47. Over the one-year period preceding December 15, 1997, the Historical Trading Ratio 
ranged from a high of 0.65 to a low of 0.44 with an average of 0.52. Over the three-year period preceding 
December 15, 1997, the Historical Trading Ratio ranged from a high of 0.79 to a low of 0.44 with an 
average of 0.63. The ratio on December 15, 1997 was 0.52. 

Salomon Smith Barney reviewed the relative contributions of each of AEP 
and CSW to estimated net income of the combined companies for each of the years from 1997 through 
2006, to LTM book value of the combined companies, to 1999 estimated book value for the combined 
companies and to market equity value of the combined companies as of December 15, 1997. This analysis 
showed that CSW is expected to contribute a percentage of the combined company’s net income ranging 
from approximately 34% to approximately 40% in fiscal 1997 to 2003 before leveling off at approximately 
39% in the years 2004 to 2006. This analysis also showed that CSW’s contribution to LTM book value and 
1999 estimated book value were approximately 44% and 42%, respectively, and that its contribution to 
market equity value at December 15, 1997 was approximately 37%. CSW stockholders would own 
approximately 40% of the outstanding shares of the combined companies based upon the Exchange Ratio. 

Salomon Smith Barney analyzed the pro forma impact of the 
Merger on an earnings per share (“EPS”) basis to AEP’s shareholders and on an EPS and dividends per 
share (“DPS”) basis to CSW’s stockholders for the fiscal years ended December 31, 2000 through 2006. 
The analysis was performed utilizing stand-alone earnings estimated fdr the years 2000 through 2006 for 
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AEP and CSW based on financial projections prepared by AEP management taking into account the 
synergies expected to be derived from the Merger as estimated by AEP but excluding one-time costs. 
Based upon such analysis, the Merger would be somewhat dilutive to AEP shareholders for the years 
2000-2002 and somewhat accretive for the remaining years of the forecast. Salomon Smith Barney noted 
that the transaction would generally produce EPS accretion of 10% or more each year for CSW 
stockholders, but would result in a lower dividend per original CSW Share of more than 10% through 
2003, the reduction continuing to decline thereafter. 

The foregoing summary does not purport to be a complete description of the analyses performed by 
Salomon Smith Barney or of its presentations to AEP’s Board of Directors. Such summary does constitute 
a complete summary, in all material respects, of the material financial analyses furnished by Salomon 
Smith Barney to the AEP Board on December 17,1997. The preparation of financial analyses and fairness 
opinions is a complex process involving subjective judgments and is not necessarily susceptible to partial 
analysis or summary description. Salomon Smith Barney made no attempt to assign specific weights to 
particular analyses or factors considered, but rather made qualitative judgments as to the significance and 
relevance of the analyses and factors considered. Accordingly, Salomon Smith Barney believes that its 
analyses (and the summary set forth above) must be considered as a whole, and that selecting portions of 
such analyses and of the factors considered by Salomon Smith Barney, without considering all of such 
analyses and factors, could create a misleading or incomplete view of the processes underlying the analyses 
conducted by Salomon Smith Barney and its opinion. With regard to the comparable public company 
analysis and the comparable transaction analysis summarized above, Salomon Smith Barney selected 
comparable public companies on the basis of various factors, including the size of the public company and 
similarity of the line of business; however, no public company or transaction utilized as a comparison is 
identical to CSW or AEP, any business segment of CSW or AEP or the Merger. As a result, the 
comparable public company analysis and the comparable transaction analysis are not purely mathematical, 
but also take into account differences in financial and operating characteristics of the Comparable 
Companies and other factors that could affect the transaction or public trading value of the Comparable 
Companies and transactions to which CSW and AEP, the business segments of CSW and AEP and the 
Merger are being compared. In its analyses, Salomon Smith Barney made numerous assumptions with 
respect to CSW, AEP, industry performance, general business, economic, market and financial conditions 
and other matters, many of which are beyond the control of CSW and AEP, including (in addition to those 
specifically mentioned in the Salomon Smith Barney opinion) that there would be no material changes in 
AEP’s or CSW’s assets, financial condition, results of operations or prospects and that U.S. economic 
conditions, the financial markets and the mergers and acquisitions market, generally, would continue as 
currently existing with no material changes. Any estimates contained in Salomon Smith Barney’s analyses 
are not necessarily indicative of actual values or predictive of future results or values, which may be 
significantly more or less favorable than those suggested by such analyses. Estimates of values of 
companies do not purport to be appraisals or necessarily to reflect the prices at which companies may 
actually be sold. Because such estimates are inherently subject to uncertainty, none of CSW, AEP, CSW’s 
Board of Directors, AEP’s Board of Directors, Salomon Smith Barney or any other person assumes 
responsibility if future results or actual values differ materially from the estimates. Salomon Smith 
Barney’s analyses were prepared solely as part of Salomon Smith Barney’s analysis of the fairness of the 
consideration to be paid by AEP in the Merger and were provided to AEP’s Board of Directors in that 
connection. The opinion of Salbmon Smith Barney was one of the factors taken into consideration by 
AEP’s Board of Directors in making its determination to approve the Merger Agreement and the Merger. 

Salomon Smith Barney is an internationally recognized investment banking firm engaged, among 
other things, in the valuation of businesses and their securities in connection with mergers and acquisitions, 
restructurings, leveraged buyouts, negotiated underwritings, competitive biddings, secondary distributions 
of listed and unlisted securities, private placements and valuations for estate, corporate and other 
purposes. AEP selected Salomon Smith Barney to act as its financial advisor on the basis of Salomon Smith 
Barney’s international reputation and Salomon Smith Barney’s familiarity with AEP. Salomon Smith 
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Barney or its affiliates had previously rendered investment banking and financial advisory services to AEP 
and CSW, for which such entity received customary compensation. In addition, in the ordinary course of its 
business, Salomon Smith Barney may trade the debt and equity securities of both CSW and AEP for its 
own account and for the accounts of customers and, accordingly, may at any time hold a long or short 
position in such securities. 

Pursuant to the Salomon Engagement Letter, AEP will pay Salomon Smith Barney the following fees: 
(a) a quarterly retainer of $100,000 for each quarter that Salomon Smith Barney is actively providing 
financial advisory and investment banking services to AEP (pursuant to which $2.0 million has been paid as 
of the date of this Joint Proxy Statemenflrospectus); plus (b) an additional fee of $2.5 million, which 
became payable upon execution of the Merger Agreement (which has been paid); plus (c) an additional fee 
of $2.5 million, which will become payable upon approval of the Merger Agreement by the stockholders of 
CSW and approval of the Share Issuance and the Charter Amendment by the shareholders of AEP; plus 
(d) an additional fee of $12.5 million (less any amounts paid pursuant to (a), {b) and (c) above) upon 
closing of the Merger. AEP has also agreed to reimburse Salomon Smith Barney for its reasonable travel 
and other out-of-pocket expenses incurred in connection with its engagement (including the reasonable 
fees and disbursements of its counsel) and to indemnify Salomon Smith Barney against certain liabilities 
and expenses relating to or arising out of its engagement, including certain liabilities under the federal 
securities laws. 

As noted under the captions “THE MERGER-Recommendations of the Boards of Directors: 
Reasons for the Merger” and “-Recommendations of the Boards of Directors,” the fairness opinion of 
Salornon Smith Barney was one of several factors considered by AEP’S Board of Directors in determining 
to approve the Merger Agreement and the Merger. The amount of consideration payable in the Merger 
was determined by arms’-length negotiations between AEP and CSW, in consultation with their respective 
financial advisors and other representatives, and was not established by such financial advisors. 

;’-:? 
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Morgan Stanley was retained by CSW to act as its financial advisor in connection with the Merger. 
Morgan Stanley is an internationally recognized investment banking firm and was selected by CSW based 
on Morgan Stanley’s experience and expertise. On December 21,1997, Morgan Stanley rendered to CSW’s 
Board of Directors an oral opinion, which was subsequent1y.confirmed in writing, to the effect that, as of 
such date and based on and subject to certain matters stated therein, the Exchange Ratio provided for 
under the Merger Agreement was fair from a financial point of view to the holders of CSW Shares. 

The full text of Morgan Stanley’s written opinion, dated the date of this Joint Proxy Statement/ 
Prospectus, which sets forth the assumptions made and matters considered and the limits of the review 
undertaken, is attached as Annex III to this Joint Proxy Statement/Pmspectus and is incorporated herein 
by reference. Holders of CSW Shares are urged to, and should, read the opinion carefully and in its entirety. 
Morgan Stanley’s opinion addresses the fairness of the Exchange Ratio provided for under the Merger 
Agreement from a financial point of view to the holders of CSW Shares. It does not address any other aspect 
of the Merger nor does it constitute a recommendation to any holder of CSW Shares as to how to vote at the 
CSW Meeting. The summary of the opinion of Morgan Stanley set forth in this Joint Proxy Statementl 
Prospectus is qualified in its entirety by reference to the full text of such opinion. 

For purposes of the opinion set forth herein, Morgan Stanley, among other things: (i) reviewed certain 
publicly available financial statements and other information of CSW and AEP; (ii) reviewed certain 
internal financial statements and other financial and operating data concerning CSW and AEP prepared 
by their respective managements; (iii) analyzed certain financial projections prepared by the managements 
of CSW and AEP, respectively; (iv) discussed the past and current operations and financial condition and 
the prospects of CSW and AEP with senior executives of CSW and AEP, respectively; (v) reviewed the 
reported prices and trading activity for CSW Shares and AEP Shares; (vi) discussed certain regulatory 
issues relating to the proposed Merger with senior executives of CSW and AEP; (vii) compared the 
financial performance of CSW and AEP and the prices and trading activity of CSW Shares and AEP 
Shares with that of certain other comparable publicly-traded companies and their securities; (viii) reviewed 
the financial terms, to the extent publicly available, of certain comparable merger and acquisition 
transactions; (ix) reviewed the pro forma impact of the Merger on AEP’s earnings per share, cash flow, 
consolidated capitalization and financial ratios; (x) participated in discussions and negotiations among 
representatives of CSW and AEP and their financial and legal advisors; (xi) reviewed the Merger 
Agreement and certain related documents; (xii) reviewed and discussed with CSW and AEP an analysis 
prepared by CSW and AEP with the assistance of a third-party consultant regarding estimates of the 
amount and timing of synergies and cost savings estimated to be derived from the Merger; and (xiii) 
performed such other analyses as Morgan Stanley has deemed appropriate. 

Morgan Stanley assumed and relied upon without independent verification the accuracy and com- 
pleteness of the information reviewed by Morgan Stanley for the purposes of its opinion. With respect to 
the financial projections and the estimates of the amount and timing of synergies and cost savings 
estimated to be derived from the Merger, Morgan Stanley assumed that they have been reasonably 
prepared on bases reflecting the best currently available estimates and judgments of the future financial 
performance of CSW and AEI? Morgan Stanley did not make any independent valuation or appraisal of 
the assets or liabilities of CSW, nor was Morgan Stanley furnished with any such appraisals. In addition, 
Morgan Stanley assumed that the Merger will be consummated in accordance with the terms set forth in 
the Merger Agreement, including, among other things, that the Merger will be accounted for as a “pooling 
of interests” business combination in accordance with U.S. generally accepted accounting principles and 
the Merger will be treated as a tax-free reorganization and/or exchange, each pursuant to the Internal 
Revenue Code of 1986 (the “Code”). Morgan Stanley’s opinion is necessarily based on economic, market 
and other conditions as in effect on, and the information made available to Morgan Stanley as of, the date 
of its opinion. 

The following is a brief summary of the material analyses performed by Morgan Stanley in connection 
with Morgan Stanley’s presentation and opinion to the CSW Board on December 21, 1997: 

‘ 
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Comparable Public Company Anabsis. As part of Its analysis. Morgan Stanley compared certain 
financial information of CSW with that of a group of publicly traded electric utility companies, including 
Dominion Resources, Inc., Entergy Corporation, PP&L Resources, Inc., and Texas Utilities Company 
(collectively, the “CSW Comparable Companies”), and also cornpared certain financial information of 
AEP with that of a group of publicly traded electric utility companies, including CINergy Corp., FPL 
Group, Inc., LG&E Energy Corporation, Northern States Power Company and PacifiCorp (collectively, 
the “AEP Comparable Companies”). Such financial information included the ratio of price to LTM ended 
September 30, 1997, forecasted 1998 and forecasted 1999 earnings multiples, price to book value multiple, 
price to LTM cash flow from operations multiple and dividend yield. Such analyses indicated that as of 
December 19,1997 and based on a compilation of earnings projections by securities research analysts as of 
December 19, 1997, CSW and a P  traded at 13.0 and 16.6 times historical LTM earnings, respectively: 
13.7 and 15.2 times forecasted earnings for the calendar year 1998, respectively; 13.3 and 14.7 times 
forecasted earnings for the calendar year 1999, respectively; 1.5 and 2.1 times book value as of the quarter 
ended September 30, 1997, respectively; 6.2 and 8.0 times historical LTM cash flow from operations, 
respectively; and dividend yields of 6.7% and 4.6% respectively. Morgan Stanley noted that, based on a 
compilation of earnings projections by securities research analysts as of December 19, 1997. the CSW 
Comparable Companies and the AEP Comparable Companies traded in a range of 12.4 to 17.8 and 14.7 to 
23.1 times historical LTM earnings, respectively; 10.8 to 12.9 times and 14.2 and 15.7 rimes 1998 forecasted 
earnings, respectively; 10.5 to 12.6 and 13.6 and 15.0 times 1999 forecasted earnings, respectively; 1.0 to 1.5 
and 1.8 and 2.4 times book value as of the quarter ended September 30, 1997, respectively; and had 
dividend yields of 5.4% to 7.4% and 3.3% to 4.9%, respectively. 

No company utilized in the comparable public company analysis is identical to CSW or AEF? 
Accordingly, an analysis of the results of the foregoing necessarily involves complex considerations and 
judgments concerning differences in financial and operating characteristics of CSW and AEP and other 
factors that could affect the public trading value of the companies to which they are being compared. In 
evaluating the CSW Comparable Companies and the AEP Comparable Companies, Morgan Stanley made 
judgments and assumptions with regard to industry performance, general business, economic, market and 
financial conditions and other matters, many of which are beyond the control of CSW or AEP, such as the 
impact of competition on CSW or AEP and the industry generally, industry growth and the absence of any 
adverse material change in the financial conditions and prospects of CSW or AEP or the industry or in the 
financial markets in general. Mathematical analysis (such as determining the mean or median) is not, in 
itself, a meaningful method of using comparable company data. 

Morgan Stanley also reviewed the ratio of the trading prices of CSW Shares 
to AEP Shares over the intervals of three months, six months, one year, two years and three years prior to 
the announcement of the Merger. Such ratios were in the range of 0.47 to 0.63. Based on the closing price 
of CSW Shares and AEP Shares on December 19, 1997 (the last trading day prior to December 21, 1997) 
of $26.00 and $52.00, respectively, the ratio was 0.50. 

Morgan Stanley performed a discounted cash flow analysis of CSW 
and AEP based on certain financial projections provided by the respective managements for each company 
for the period 1997 through 2006 and 1997 through 2007, respectively. Unlevered free cash flow of each 
company was calculated as net income available to common stockholders plus the aggregate of preferred 
stock dividends, depreciation and amortization, deferred taxes, and other noncash expenses and after-tax 
net interest expense less the sum of capital expenditures and investment in noncash worlung capital. 
Morgan Stanley calculated terminal values by applying a range of perpetual growth rates to the unlevered 
free cash flow in fiscal 2006 and 2007, respectively, and the cash-flow streams and terminal values were 
then discounted to the present using a range of discount rates representing an estimated range of the 
weighted average cost of capital for CSW and AER Based on this analysis, Morgan Stanley calculated per 
share values for CSW ranging from $18.95 to $24.82 and for AEP ranging from $46.64 to $55.71. 

Using publicly available information, Morgan Stanley 

Trading Ratio Analysis. 

Discounted Cash Flow Analysis. 

Anabsis of Selected Precedent Transactions. 
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comparable to the Merger including KU Energy Corporation and LG&E Energy Corporation, DQE, Inc. 
and Allegheny Power System, Inc., Kansas City Power & Light Company and Western Resources, Inc., 
Potomac Electric Power Company and Baltimore Gas & Electric Company and CIPSCO Incorporated and 
Union Electric Company (collectively, the “Electric Utility Transactions”). Morgan Stanley compared 
certain financial and market statistics of the Electric Utility Transactions to the Merger. The premium to 
unaffected market price (i.e., the unaffected market price one day prior to the announcement of the 
Transaction) ranged from 21% to 34%, the price to book value multiple ranged from 1.7 to 2.4 times, the 
LTM price to earnings multiple ranged from 15.4 to 19.8 times and the LTM operating cash flow multiple 
ranged from 7.5 to 8.4 times. Based on this analysis, Morgan Stanley calculated per share values for CSW 
ranging from $28.34 to $32.82. 

No transaction utilized as a comparison in the analysis of selected precedent transactions is identical 
to the Merger in both timing and size. Accordingly, an analysis of the results of the foregoing necessarily 
involves complex considerations and judgments concerning differences in financial and operating charac- 
teristics of CSW and other factors that would affect the acquisition value of the companies to which it is 
being compared. In evaluating the precedent transactions, Morgan Stanley made judgments and assump- 
tions with regard to industry performance, global business, economic, market and financial conditions and 
other matters, many of which are beyond the control of CSW, such as the impact of competition on CSW 
and the industry generally, industry growth and the absence of any adverse material change in the financial 
conditions and prospects of CSW or the industry or the financial markets in general. Mathematical analysis 
(such as determining the mean or median) is not, in itself, a meaningful method of using precedent 
transactions data. 

Morgan Stanley reviewed the pro forma effect of the Merger and computed 
the contribution attributable to CSW and AEP to the combined company’s pro forma projected financial 
results for 1997. Such financial results included: sales; operating income; EBITDA, earnings; cash flow 
from operations; and book value. The computation showed, among other things, that CSW would 
contribute to the combined company’s approximately 46% of sales, 40% of operating income, 43% of 
EBITDA, 28% of earnings, 39% of cash flow from operations, and 43% of book value. Morgan Stanley 
calculated that the Exchange Ratio would result in pro forma ownership of the combined company for 
holders of CSW common stock equal to approximately 40%. 

Morgan Stanley reviewed the pro forma impact of the Merger on 
AEP’s EPS for the fiscal years ended 1998 through 2001. The analysis was performed assuming completion 
of the Merger at the beginning of this period, utilizing stand-alone earnings estimated for the fiscal years 
ended 1998 through 2001 for CSW and AEP based on certain financial projections prepared by the 
respective managements of each company taking into account the synergies and cost savings expected to be 
derived from the Merger as estimated by CSW and AEP. Based on such analysis, the Merger would 
average less than 1.0% dilution to AEP’s stockholders for the period 1998 through 2001 on an EPS basis. 

In connection with its opinion dated the date of this Joint Proxy StatementProspectus, Morgan 
Stanley confirmed the appropriateness of its reliance on the analyses performed in connection with its 
opinion delivered on December 21, 1997 by performing procedures to update certain of such analyses and 
by reviewing the assumptions on which such analyses were based and the factors considered in connection 
therewith. The preparation of a fairness opinion is a complex process and is not necessarily susceptible to a 
partial analysis or summary description. Morgan Stanley considered the results of all of its analysis as a 
whole and did not attribute any particular weight to an analysis or factor considered by it. Morgan Stanley 
believes that selecting portions of its analyses, without considering all analyses, would create an incomplete 
view of the process underlying its opinion. In addition, Morgan Stanley may have given various analyses 
more or less weight than other analyses, and may have deemed various assumptions more or less probable 
than other assumptions, so that the ranges of valuations resulting for any particular analysis described 
above should not be taken to be Morgan Stanley’s view of the actual value of CSW and AEP. 

In performing its analyses, Morgan Stanley made numerous assumptions with respect to industry 
performance, general business and economic conditions and other matters, many of which are beyond the 

Conhiburion Analysis. 
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control of CSW and AEP, including (in addition to those specifically mentioned in the Morgan Stanley 
opinion) that there would be no material changes in AEP’s or CSWs assets, financial condition, results of 
operations or prospectus and that U.S. economic conditions, the financial markets and the me.rgers and 
acquisitions market, generally, would continue as currently existing with no material changes. The analyses 
performed by Morgan Stanley are not necessarily ixidicative of actual value, which may be sigdicantly 
more or less favorable than suggested by such analyses. Such analyses were prepared solely as part of 
Morgan Stanley’s analysis of the fairness of the Exchange Ratio, pursuant to the Merger Agreement, from 
a financial point of view to the holders of CSW Shares and were provided to the CSW Board in connection 
with the delivery of Morgan Stanley’s written opinion dated December 21, 1997. The analyses do not 
purport to be appraisals or to reflect the prices at which CSW might actually be sold. In addition, as 
demibed above, Morgan Stanley’s opinion and presentation to the CSW Board were one of many factors 
taken into consideration by the CSW Board in making its determination to approve the Merger. 
Consequently, the Morgan Stanley analyses described above should not be viewed as determinative of the 
opinion of the CSW Board or the view of the management of CSW with respect to the value of CSW or of 
whether the CSW Board would have been willing to agree to a different exchange ratio. The Exchange 
Ratio pursuant to the Merger Agreement was determined through negotiations between CSW and AEP 
and approved by the CSW Board and the AEP Board. 

As part of its investment banking business, Morgan Stanley is regularly engaged in the valuation of 
businesses and securities in connection with mergers and acquisitions, negotiated undenvritings, competi- 
tive biddings, secondary distributions of listed and unlisted securities, private placements and valuation for 
estate, corporate and other purposes. In the ordinary course of its business, Morgan Stanley and its 
affiliates may actively trade the debt and equity securities of CSW and AEP for their own account and for 
the accounts of customers and, accordingly, may at any time hold a long or short position in such securities. 
In the past, Morgan Stanley has provided financial advisory and financing services to CSW and AEP, and 
their affiliates, for which services Morgan Stanley has received customary fees. 

Morgan Stanley has been retained by CSW to act as financial advisor to CSW with respect to the 
Merger. Pursuant to a letter agreement dated December 19, 1997 between CSW and Morgan Stanley, 
Morgan Stanley is entitled to (i) an advisory fee for its time and efforts expended in connection with the 
engagement, which is estimated to be behveen $1,500,000 and $2,000,000 and which is payable in the event 
the transaction is not consummated and (ii) a transaction fee equal to approximately $18,250,000, which is 
payable as follows: one-third upon the execution of the definitive transaction agreement, one-third upon 
approval of the transaction by CSW’s shareholders and one-third upon closing of the transaction. Any 
amounts paid or payable to Morgan Stanley as advisory or announcement fees will be credited against the 
transaction fee. CSW has also agreed to reimburse Morgan Stanley for its expenses, including expenses of 
its counsel, and to indemnify Morgan Stanley and its affiliates against certain liabhties and expenses, 
including liabilities under federal securities laws. 

Merger Consideration 
Pursuant to the Merger Agreement, subject to certain provisions as described herein with respect to 

shares owned by CSW, AEP or any subsidiary of CSW or AEP, and with respect to fractional shares, each 
issued and outStanding CSW Share wil l  be converted into the right to receive from AEP 0.60 of an AEP 
Share. 

Fractional AEP Shares will not be issued in the Merger. Holders of CSW Shares otherwise entitled to 
a fractional AEP Share will be paid cash in lieu of such fractional share determined and paid as described 
in “Fractional Shares’’ below. 

The Exchange Ratio was determined by and through negotiations between AEP and CSW, each ,of 
which was advised with respect to such negotiations by its respective financial advisor. Based on the 
number of CSW Shares and the number of CSW stock options outstanding on the CSW Record Date, a 
maximum of 13O,OOO,OOo-AEP Shares may be issued in respect of CSW Shares in the Merger and 700,000 _. .. . 
shares would be reserved for issuance upon exercise of CSW options assumed by AEP pursuant to t h e j  :; 3 Merger Agreement. 
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Any CSW Shares owned by CSW or any of its subsidiaries or by AEP, Sub or any other subsidiary of 
AEP will automatically be cancelled at the Effective Time and will cease to exist. The securities of CSW’s 
subsidiaries will remain outstanding after consummation of the Merger. 

Effective Time of the Merger 
.The Merger will become effective upon the filing and acceptance of the Certificate of Merger with the 

Secretary of State of the State of Delaware or such later date as is specified in such Certificate. The filing 
of the Certificate of Merger will occuf as soon as practicable following the satisfaction or, if permissible, 
waiver of the conditions set forth in the Merger Agreement. See “THE MERGER AGREEMENT - 
Conditions to the Consummation of the Merger”. 

The Merger Agreement provides that, subject to certain limitations, the Merger Agreement may be 
terminated by one or all parties at any time prior to the filing of the Certificate of Merger with the 
Delaware Secretary of State if, among other reasons, the Merger has not been consummated on or before 
December 31, 1999 (or June 30, 2000 if this deadline is extended pursuant to the terms of the Merger 
Agreement) notwithstanding approval of the Merger Agreement by the stockholders of CSW or the 
approval of the Charter Amendment or the Share Issuance by the shareholders of AEF! See “THE 
MERGER AGREEMENT - Termination”. 

Conversion of Shares; Procedures for Exchange of Certificates 
The conversion of CSW Shares into the right to receive AEP Shares will occur at the Effective Time 

of the Merger. 
As soon as reasonably practicable after the Effective Time, a third party exchange agent selected by 

AEP and reasonably satisfactory to CSW (the “Exchange Agent”) will send a transmittal form (the “Letter 
of Transmittal”) to each record holder of CSW Shares. The Letter of Transmittal will contain instructions 
with respect to the surrender of certificates which prior thereto represented CSW Shares in exchange for 
certificates representing the AEP Shares or the amount of cash in lieu of a fractional interest in an AEP 
Share for which the shares represented by the certificates so surrendered are exchangeable pursuant to the 
Merger Agreement. 

CSW STOCKHOLDERS SHOULD NOT FORWARD CSW STOCK CERTIFICATES TO THE 
EXCHANGE AGENT UNTIL THEY HAVE RECEIVED TRANSMITTAL FORMS. 

As soon as practicable after the Effective Time, each holder of an outstanding certificate or 
certificates which prior thereto represented CSW Shares shall, upon surrender to the Exchange Agent of 
such certificate or certificates and acceptance thereof by the Exchange Agent, be entitled to a certificate or 
certificates representing the number of whole AEP Shares, calculated based on the Exchange Ratio and 
rounded down to the nearest whole number, and the amount of cash, if any, into which the aggregate 
number of CSW Shares previously represented by such certificate or certificates surrendered shall have 
been converted. The Exchange Agent shall accept such certificates upon compliance with such reasonable 
terms and conditions as the Exchange Agent may impose to effect an orderly exchange thereof in 
accordance with normal exchange practices. After the Effective Time, there will be no further transfer on 
the records of CSW or its transfer agent of certificates representing CSW Shares and if such certificates 
are presented for transfer, they shall be cancelled against delivery of certificates for AEP Shares (and cash, 
if any, in lieu of fractional AEP Shares) pursuant to the Merger Agreement. Until surrendered in 
accordance with the Merger Agreement, each certificate for CSW Shares will be deemed at any time after 
the Effective Time to represent only the right to receive upon such surrender the consideration contem- 
plated by the Merger Agreement. No interest will be paid or will accrue on any cash payable in lieu of any 
fractional AEP Shares. 

No dividends or other distributions declared or made after the Effective Time with respect to AEP 
Shares with a record date after the Effective Time will be paid to the holder of any unsurrendered 
certificate for CSW Shares with respect to the CSW Shares formerly represented thereby, and no cash 
payment in lieu of fractional shares shall be paid to any such holder, until the surrender of such certificate 
in accordance with the Merger Agreement. Following surrender of any such certificate, there shall be paid 
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without interest to the holder of such certificate (i) a certificate or certificates representing whole AEP 
Shares issued in exchange therefor (ii) the amount of any cash payable with respect to any fraction of an 
AEP Share to which such holder is entitled pursuant to the Merger Agreement (G)  the amount of 
dividends or other distributions with a record date after the Effective Time theretofore paid with respect to 
such whole AEP Shares and (iv) at the appropriate payment date, the amount of dividends or other 
distributions with a record date after the Effective Time but prior to such surrender and a payment date 
subsequent to such surrender payable with respect to such whole AEP Shares. 

Fractional Shares 
No certificates or scrip representing fractional AEP Shares will be issued upon surrender for exchange 

of certificates formerly representing CSW Shares, and such fractional share interests will not entitle the 
owner thereof to vote or to any rights of a shareholder of AEF? In lieu of any such fractional shares, each 
holder of CSW Shares upon surrender of a certificate for exchange pursuant to the Merger Agreement will 
be paid an amount in cash (without interest), determined as follows: pursuant to instructions from AEP, 
the Exchange Agent will determine the number of fractional shares allocable to all holders of CSW Shares 
pursuant to the Merger Agreement, will aggregate all such fractional shares into whole AEP Shares, will 
sell such whole AEP Shares in the open market at then prevailing prices on behalf of the holders who 
would otherwise be entitled thereto and will distribute to each holder, at the time of surrender of such 
holder’s CSW Share certificates, such holder’s ratable share of such proceeds, after withholding United 
States federal income taxes and any applicable transfer taxes. All brokers’ fees and commissions and fees 
of the Exchange Agent incurred in connection with such sale will be paid by AEF? For this purpose, shares 
of any holder represented by two or more certificates may be aggregated, and in no event will any holder 
be paid any amount in respect of more than one AEP Share. 

Material U.S. Federal Income Tax Consequences 
In the opinion of Christy & Viener, tax counsel to CSW, the following discussion accurately describes 

the material United States federal income tax consequences of the Merger to the holders of CSW Shares 
and is based upon current provisions of the Code, existing regulations thereunder and current administra- 
tive rulings and court decisions, all of which are subject to change. In addition, this discussion summarizes 
the tax opinions being delivered to CSW and AEP by Christy & Viener and Simpson Thacher & Bartlett, 
respectively, which have been filed as exhibits to the Registration Statement of which this Joint Proxy 
StatementProspectus is a part. This discussion does not address all of the Merger’s United States federal 
income tax consequences that may be relevant to particular holders, including holders that are subject to 
special tax rules such as dealers in securities, foreign persons, mutual funds, insurance companies, tax- 
exempt entities and holders who do not hold their shares as capital assets. Holders of CSW Shares are 
advised and expected to consult their own tax advisors regarding the United States federal income tax 
consequences of the Merger in light of their personal circumstances and the consequences under state, 
local and foreign tax laws. 

AEP has received from its counsel, Simpson Thacher & Bartlett, an opinion to the effect that 1he 
Merger will be treated for United States federal income tax purposes as a reorganization Within the 
meaning of Section 368(a) of the Code, that AEP, Sub and CSW each will be a party to the reorganization 
within the meaning of Section 368(b) of the Code and that AEP, Sub and CSW will not recognize any gain 
or loss as a result of the Merger. CSW has received from its tax counsel, Christy & Viener, an opinion to 
the effect that the Merger will be treated for United States federal income tax purposes as a reorganization 
within the meaning of Section 368(a) of the Code, that AEP, Sub and CSW each will be a party to the 
reorganization within the meaning of Section 368(b) of the Code, and that stockholders of CSW will not 
recognize any gain or loss upon the receipt of AEP Shares for their CSW Shares, other than with respect to 
cash received in lieu of fractional shares. Such opinions are subject to certain assumptions and based on 

i certain representations of AEP, Sub and CSW. Stockholders of CSW should be aware that such opinions 
are not binding on the Internal Revenue Service (the “IRS”), and no assurance can be given that the IRS :- 

will not adopt a contrary position or that a contrary IRS position would not be sustained by a court. 
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Since, in the opinion of counsel for AEP and CSW, the Merger will qualify as a reorganization under 
Section 368(a) of the Code, the following United States federal income tax consequences will result: 

(a) no gain or loss will be recognized by AEP, Sub or CSW in connection with the Merger; 

(b) no gain or loss will be recognized by a holder of CSW Shares upon the exchange of all such 
holder’s shares of CSW Shares solely for AEP Shares in the Merger; 

(c) the aggregate basis of the AEP Shares received by a CSW stockholder in the Merger (including 
any fractional share deemed received) will be the same as the aggregate basis of the CSW Shares 
surrendered in exchange therefor; 

(d) the holding period of the AEP Shares received by a CSW stockholder in the Merger (including 
any fractional share deemed received) will include the holding period of the CSW Shares surrendered in 
exchange therefor; provided that such CSW Shares are held as capital assets at the Effective Time; and 

(e) a stockholder of CSW who receives cash in lieu of a fractional share will recognize gain or loss 
equal to the difference, if any, between such stockholder’s basis in the fractional share (as described in 
paragraph (c) above) and the amount of cash received. Such gain or loss will be eligible for long-term 
capital gain or loss treatment if the CSW Shares are held by such stockholder as a capital asset at the 
Effective Time, and the holding period for a fractional share (as described in paragraph (d) above) is more 
than one year at the Effective Time. If the holding period for a fractional share is more than 18 months at 
the Effective Time, a maximum tax rate of 20% will apply to any such capital gain if recognized by a CSW 
stockholder who is an individual. 

UNDER THE TERMS OF THE MERGER AGREEMENT AEP AND/OR CSW MAY WAlVE THE 

DESCRIBED ABOVE AT CLOSING. IF THE RECEIPT OF SUCH TAX OPINIONS AT CLOSING IS 
REQUIREMENT THAT SUCH PARTIES RECEIVE THE BRING-DOWN OPINIONS OF TAX COUNSEL 

WAIVED BY EITHER PARW, AEP AND CSW WILL RECIRCULATE THIS JOINT PROXY STATE- 
MENTPROSPECTUS TO DISCLOSE ANY SUCH WAIVER AND ALL RELATED MATERIAL DISCLO- 
SURE, INCLUDING RISKS TO INVESTORS, AND RESOLICIT THE VOTES OF THE RESPEClWE 
STOCKHOLDERS OF AEP AND CSW. 

Anticipated Accounting ”heatment 

The Merger is expected to be accounted for using the “pooling of interests” method of accounting for 
business combinations pursuant to Opinion No. 16 of the Accounting Principles Board. The pooling of 
interests method of accounting assumes that the combining companies have been merged from inception, 
and the historical financial statements for periods prior to consummation of the Merger are restated as 
though the companies had been combined from inception. See the “Unaudited Pro Forma Combined 
Condensed Financial Statements.” 

The receipt on the closing date by AEP of a letter from Deloitte & Touche LLP and by CSW of a 
letter from Arthur Andersen LLP, their respective independent accountants, stating that the transaction 
will qualify as a pooling is a condition to the consummation of the Merger. In addition, the Merger 
Agreement provides that each person who may be deemed an affiliate of CSW or AEP will enter into an 
agreement with AEP not to sell or othemise transfer any CSW Shares or AEP Shares, as the case may be, 
within 30 days prior to the Effective Time or any AEP Shares thereafter prior to the publication of 
financial results that include at least 30 days of post-Merger combined operations of AEP and CSW. Forms 
of such agreements (“Affiliate’s Agreements”) are attached as Annexes B and C to the Merger Agreement, 
a copy of which is itself attached to this Joint Proxy Statemenflrospectus as Annex I. In accordance with 
the provisions of the Merger Agreement, AEP and CSW will each use commercially reasonable efforts to 
obtain, not later than 10 days prior to the date of the respective shareholders’ meetings, executed 
Affiliate’s Agreements from all persons known to the managements of AEP or CSW to be affiliates of 
either corporation. 
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In considering the CSW Board’s recommendation that you vote in favor of the Merger, CSW 
stockholders should be aware that the officers of CSW, including some officers who are also directors, and 
nonemployee directors of CSW have certain interests in the Merger that are different from, or in addition 
to, the interests of stockholders of CSW generally. 

Ownership of CSW Shares; Stock Options 

As of December 31,1997, directors and executive officers of CSW beneficially owned an aggregate of 
486,165 CSW Shares. As of December 31, 1997, directors and executive officers of CSW held options to 
purchase an aggregate of 561,191 CSW Shares, of which options to purchase 239,258 CSW Shares were 
exercisable. See “The Merger Agreement-Stock Based Compensation and Employee Benefit Plans;” and 
“Compensation Information of Directors and Executive Officers of CSW.” 

CSW Long-Term Incentive Plan and Change in Control Agreements. 

. CSWs Amended and Restated 1992 Long-Term Incentive Plan (the “CSW Incentive Plan”) provides 
for awards of stock options, stock appreciation rights, restricted stock, phantom stock, and performance 
unit awards to employees selected by the CSW compensation committee. See “THE CSW MEETING- 
ADDITIONAL MATERS-Executive Compensation.” As of December 31, 1997, the executive officers 
of CSW had received awards of restricted stock, stock options and performance units, as described 
elsewhere in this Joint Proxy StatementRrospectus. Upon a Change in Control (as defined in the CSW 
Incentive Plan), the awards previously granted to those employees will become fully exercisable, fully 
vested, or fully earned. A Change in Control, includes, among other things, a merger, acquisition or 
consolidation following which the stockholders of CSW own less than 75% of the surviving entity. 
Consummation of the Merger will constitute a Change in Control under the CSW Incentive Plan. 

Pursuant to CSW Board of Directors approval in October 1996, CSW also has Change in Control 
Agreements (the “Change in Control Agreements”) with 16 key employees, including those individuals 
named in the CSW Summary Compensation Table. See “The CSW Meeting-Additional Matters-Cash 
and Other Forms of Compensation.’’ The purpose of the Change in Control Agreements is to assure the 
objective judgment and to retain the loyalty of these key employees in the event of a Change in Control (as 
defined) of CSW. A Change in Control includes, among other things, any person gaining ownership or 
control of 25% or more of the outstanding shares of CSW’s voting stock or the closing of any merger, 
acquisition or consolidation following which the former shareholders of CSW own less than 75% of the 
surviving entity. The Merger will constitute such a Change in Control. 

The Change in Control Agreements entitle such employees, in certain circumstances, including but 
not limited to, a termination by CSW within three years after a Change in Control (prior to the expiration 
of the Change in Control Agreements), to receive (i) a lump sum payment equal to two to four times of 
their base salary plus target bonus, (ii) enhanced non-qualified retirement benefits, (iii) continued health 
and other welfare benefits for up to three years and (iv) various other non-qualified benefits. Such 
employees are also eligible for an additional payment, if required, to make them whole for any excise tax 
imposed by Section 4999 of the Code. 

The total amount that may be payable to CSW’s officers and directors in connection with the Merger 
pursuant to the Change in Control Agreements is approximately $48.4 million (including, $10.4 million 
payable under the CSW Incentive Plan), plus any additional payments that may be necessary to cover 
excise tax liabilities (including any gross-up) under Section 4999 of the Code in connection with such 
payments. In order to encourage retention of key executives, and for other business reasons, CSW and 
AEP are currently evaluating certain modifications to the Change in Control Agreements which are not 
expected to result in an increase in such payments. 

- 
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CSWs Directors Compensation Plan (the “CSW Directors Plan”) provides cash compensation, 
phantom stock, deferred compensation and certain other benefits to directors of CSW who are not 
employees of CSW (“CSW Nonemployee Directors”). The CSW Directors Plan provides that in the event 
of a Corporate Change (as defined in the CSW Directors Plan), each previously granted phantom stock 
unit will be converted into one CSW Share. These CSW Shares will be distniuted in a lump sum to the 
CSW Nonemployee Directors. A Corporate Change means the Occurrence of (i) a merger or consolidation 
where CSW is not the surviving corporation (or survives only as subsidiary of an entity other than a 
previously wholly-owned subsidiary of CSW), (ii) the sale, lease or exchange or agreement to sell, lease or 
exchange by CSW of 85% or more of its assets to any person or entity (other than a wholly-owned 
subsidiary of CSW), or (iii) the dissolution or liquidation of CSW. Consummation of the Merger will 
constitute a Corporate Change under the CSW Directors Plan. As of December 31, 1997, CSW had 
granted 5,400 phantom stock units to CSW Nonemployee Directors. In the absence of a Corporate 
Change, phantom stock units granted under the CSW Directors Plan vest at such time as a director ceases 
to be a member of the CSW Board and are then converted into CSW Shares on a one-for-one basis. 

CS W Severance Plan. 

CSWs Severance Benefit Plan (the “CSW Severance Plan”) provides severance benefits to certain 
full time employees who are terminated following a restructuring or reorganization (other than those 
employees covered by Change in Control Agreements). Upon consummation of the Merger, full time 
employees whose positions are eliminated will receive, among other things, a cash payment based on years 
of service and certain company paid welfare benefits. Upon consummation of the Merger if all executives 
are severed, CSW expects to make payments of up to approximately $2.5 million to executive officers 
under the CSW Severance Plan. 

CS W Retention Plan 

CSW has entered into retention agreements with a number of executives and managers (“agreement 
holders”) whom it believes are critical to consummating the Merger and are likely to have attractive 
employment opportunities outside of CSW. There are two types of agreements; one provides for payment 
of a cash bonus effective on the successful completion of the Merger and the other provides for payment of 
a cash bonus January 31,2000. These agreements provide for the payment of a cash bonus within ten days 
of the successful completion of the Merger, provided in both cases that the agreement holder is still an 
employee of CSW at the Effective Time, or if the agreement holder has been terminated by the company 
due to Merger-related staffhg decisions. Agreement holders are also entitled to an additional paymerit, if 
necessary to make him or her whole for any excise tax, together with interest or penalties, imposed by 
Section 4999 of the Code on such payments made by CSW. The total cost of these agreements at the time 
of this Joint Proxy StatementlProspectus is currently estimated at between $7.5 and $10.0 million, not 
including any gross-up, if necessary, for excise taxes. 

Board of Directors 

Pursuant to the Merger Agreement, A.EP has agreed to increase the size of the AEP Board of 
Directors at the Effective Time to 15 directors and take other actions in order to reconstitute the Board to 
include all then current board members of AEP, Mr. Brooks and four additional outside directors of CSW 
to be nominated by AEP. The four additional outside directors have not been selected to date. 

n.. 

Director and Officer Indemnijkation and Insurance 

For a period of six years after the Effective Time, AEP has agreed to maintain in effect the current 
policies of directors’ and officers’ liability insurance maintained by CSW (or similarly advantageous 
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policies) with respect to claims arising from facts or events which occurred before the Effective Time. AEP 
will not, however, be obligated to make any annual premium payments for such insurance to the extent 
such premiums exceed 200% of the greater of the current amount of premiums paid by CSW as of the date 
of the Merger Agreement or annual premiums for the year in which the Closing occurs paid by. CSW. 

Until s@ years from the Effective Time, the certificate of incorporation and bylaws of CSW shall not 
be aniended to reduce or limit the rights of indemnity afforded to the present and former directors and 
officers of CSW. After the Merger, AEP will at all times exercise the powers granted to it to indemnify the 
present and former directors, officers, employees and agents of CSW against claims made against them 
arising from their . .  service in such capacities prior to the Effective T i e .  

Stock Exchange Listing 

It is a condition to the parties’ obligations under the Merger Agreement that the AEP Shares issuable 
pursuant to the Merger Agreement be approved for listing on the NYSE, subject to official notice of 
issuance. 

Restrictions on Resales by ml iates  

The AEP Shares to be received by CSW stockholders in connection with the Merger have been 
registered under the Securities Act of 1933, and the rules and regulations promulgated thereunder (the 
“Securities Act”) and, except as set forth in this paragraph, may be traded without restriction. The AEP 
Stock to be issued in connection with the Merger and received by persons who are deemed to be 
“affiliates” (as that term is defined in Rule 144 under the Securities Act) of CSW prior to the Merger may 
be resold by them only in transactions permitted by the resale provisions of Rule 145 under the Securities 
Act (or, in case any such person should become an affiliate of AEP, Rule 144 under the Securities Act) or 
as otherwise permitted under the Securities Act. Under guidelines published by the SEC, the sale or other 
disposition of AEP Shares or CSW Shares by an affiliate of either AEP or CSW, as the case may be, within 
30 days prior to the Effective Time, or the sale or other disposition of AEP Shares thereafter, prior to the 
publication of financial results that include at least 30 days of post-Merger combined operations of AEP 
and CSW (the “Pooling Period’’) could preclude pooling of interests accounting treatment of the Merger. 
Accordingly, the Merger Agreement provides that CSW and AEP will use all reasonable efforts to cause 
each of its affiliates to execute an Affiliate’s Agreement to the effect that such persons will not sell, 
transfer or otherwise dispose of any CSW Shares or AEP Shares, as the case may be, during the Pooling 
Period (subject to certain exceptions for transactions that would not have an adverse impact on the 
availability of pooling of interest accounting treatment) and, with respect to affiliates of CSW, that such 
persons will not sell, transfer or otherwise dispose of AEP Shares at any time in violation of the Securities 
Act or the rules and regulations promulgated thereunder, including Rule 145. As indicated under “- 
Anticipated Accounting Treatment,” AEP and CSW will each use commercially reasonable efforts to 
obtain, not later than 10 days prior to the date of the respective sharehoiders’ meetings, executed 
Affiliate’s Agreements from all persons known to the managements of AEP or CSW to be affiliates of such 
corporations, respectively. 
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UNAUDITED PRO FORMA COMBINED 
CONDENSED FINANCIAL STATEMENTS 

The following unaudited pro forma combined condensed financial statements reflect the historical 
condensed balance sheets and condensed statements of income of AEP and CSW, including their 
respective subsidiaries, after giving effect to the Merger as a pooling of interests. The unaudited pro forma 
combined condensed balance sheet gives effect to the Merger as though it occurred on the balance sheet 
date, December 31, 1997. 

The unaudited pro forma combined condensed statements of income for the years ended December 
31,1997,1996 and 1995 give effect to the Merger as if it occurred on January 1,1995. The statements are 
based on accounting for the business combination as a pooling of interests and are based on the 
assumptions in the notes to unaudited pro forma combined condensed financial statements. Certain CSW 
historical income statement and balance sheet items were reclassified to conform with the presentation 
expected to be used by AEP after the Merger is completed. 

The unaudited pro forma combined condensed financial statements are not necessarily indicative of 
the results of operations that might have occurred had the Merger actually taken place on January L1.995 
or the actual financial position that might have resulted had the Merger been consummated on Decem- 
ber 31, 1997 or of the future results of operations or financial position of AER The unaudited pro forma 
combined condensed financial statements have been prepared from, and should be read in conjunction 
with the historical financial statements and related notes thereto of AEP and CSW, incorporated by 
reference herein. See “WHERE YOU CAN FIND MORE INFORMATION.” 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF INCOME 
Year Ended December 31, 1997 

(in millions-except per share amounts) 

OPERATING REVENUES: 
US. Electric . . . . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom . . . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING REVENUES . . . . . .  

Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Purchased Power . . . . . . . . . . . . . . . . . . . . . .  

Other Operation . . . . . . . . . . . . . . . . . . . . . .  
Maintenance . . . . . . . . . . . . . . . . . . . . . . . . .  

Taxes Other Than Federal Income Taxes . . . . .  
Federal Income Taxes. . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES . . . . . . .  
OPERATING INCOME . . . . . . . . . . . . . . . . . .  
NONOPERATING INCOME . . . . . . . . . . . . . .  
INCOME BEFORE INTEREST CHARGES 

AND PREFERRED DIVIDENDS . . . . . . . . .  
INTEREST CHARGES . . . . . . . . . . . . . . . . . .  
PREFERRED STOCK DIVIDEND 

REQUIREMENTS OF SUBSIDIARIES. . . . .  
GAIN ON REACQUIRED PREFERRED 

STOCK OF SUBSIDIARIES . . . . . . . . . . . . .  
INCOME BEFORE EXTRAORDINARY ITEM 
EXTRAORDINARY LOSS-U.K. WINDFALL 

TAX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
NET INCOME . . . . . . . . . . . . . . . . . . . . . . . . .  
Average Number of Shares Outstanding . . . . . . .  
EARNINGS PER SHARE (basic and diluted): 

OPERATING EXPENSES: 

United Kingdom Cost of Sales . . . . . . . . . . . .  

Depreciation and Amortization . . . . . . . . . . . .  

Before Extraordinary Item . . . . . . . . . . . . . . .  
Extraordinary Loss . . . . . . . . . . . . . . . . . . . . .  
EARNINGS PER SHARE. . . . . . . . . . . . . . .  

AEP csw Pro Forma Pro Forma 
(As Reported) (.& Reclassified) Adjustments Combined 

$6,161 

6,161 

1,627 
416 

1,228 
483 
591 
49 1 
34 1 

- 

- 

5,177 

984 
60 

1,044 
406 

18 

- 

620 

(109) 
$ 511 

189.0 

$ 3.28 
(0.58) 

$ 2.70 

$3,321 
1,870 

5,191 

1,177 
89 

1,291 
948 
152 
491 
240 
106 

4.494 

697 
70 

767 
436 

12 

10 

329 

( 176) 
$ 153 

212.1 

$ 1.55 
(0.83) 

$ 0.72 

$ 9,482 
1,870 

.11,352 

2,804 
505 

1.29 1 
2,176 

635 
1,082 

73 1 
447 

9,671 

1,68 1 
130 

1,811 
842 

30 

10 

949 

(285) 

-- 

. r  

$ 664 

(84.8) 316.3 
_- 

$ 3.00 
(0.90) 

$ 2.10 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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AMERICAN ELECX’RIC POWER COMPANY, INC . AND SUBSIDIARY COMPANIES 

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF INCOME 
Year Ended December 31. 1996 

(in millions-except per share amounts) 

OPERATING REVENUES: 
U.S. Electric . . . . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom . . . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING REVENUES . . . . . .  

Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Purchased Power . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom Cost of Sales . . . . . . . . . . . .  
Other Operation . . . . . . . . . . . . . . . . . . . . . .  
Maintenance . . . . . . . . . . . . . . . . . . . . . . . . .  
Depreciation and Amortization . . . . . . . . . . . .  
Taxes Other Than Federal Income Taxes . . . . .  
Federal Income Taxes . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES . . . . . . . . . .  
OPERATING INCOME . . . . . . . . . . . . . . . . . .  
NONOPERATING INCOME (LOSS) . . . . . . . .  
INCOME BEFORE INTEREST CHARGES 

AND PREFERRED DIVIDENDS . . . . . . . . .  
INTEREST CHARGES . . . . . . . . . . . . . . . . . .  
PREFERRED STOCK DIVIDEND 

REQUIREMENTS OF SUBSIDIARIES . . . . .  
INCOME FROM CONTINUING 

OPERATIONS . . . . . . . . . . . . . . . . . . . . . . .  
DISCONTINUED OPERATIONS . . . . . . . . . . .  
NETINCOME . . . . . . . . . . . . . . . . . . . . . . . . .  

OPERATING EXPENSES: 

Average Number of Shares Outstanding . . . . . . .  
EARNINGS PER SHARE (basic and diluted): 

Continuing Operations . . . . . . . . . . . . . . . . . .  

EARNINGS PER SHARE . . . . . . . . . . . . . . .  
Discontinued Operations . . . . . . . . . . . . . . . .  

AEP 
(As Reported) 

$5. 849 
. 

csw 
(As Reclassified) 

$3. 248 
1.848 

5. 849 

1. 601 
86 

1. 210 
503 
601 
498 
342 

- 

4. 841 
1. 008 

2 

1. 010 
381 

42 

587 

$ 587 

187.3 

$ 3.14 

$ 3.14 

. 

. 

5. 096 

1. 151 
77 

1. 331 
780 
150 
459 
255 
152 

4. 355 
741 

(7) 

734 
419 

18 

297 
132 

$ 429 

207.5 

$ 1.43 
0.64 

$ 2.07 - 

Pro Forma Pro Forma 
Adjustments Combined 

$.9,097 
1.848 

10. 945 

2. 752 
163 

1. 331 
1. 990 

653 
1. 060 

753 
494 

9. 196 
1. 749 

( 5 )  

1. 744 
800 

60 

884 
132 

$1. 016 

(83.0) 311.8 

$ 2.84 
0.42 

$ 3.26 
. 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements” . 
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AMERICAN ELECTRIC POWER C O M P m  INC. AND SUBSIDIARY COMPANIES 

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF INCOME 
Year Ended December 31,1995 

(in millions-except per share amounts) 

OPERATING REVENUES: 
U.S. Electric . . . . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom ...................... 

TOTAL OPERATING REVENUES . . . . . . . . .  
OPERATING EXPENSES: 

Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Purchased Power . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom Cost of Sales . . . . . . . . . . . .  

Maintenance . . . . . . . . . . . . . . . . . . . . . . . . .  
Depreciation and Amortization . . . . . . . . . . . .  
Taxes Other Than Federal Income Taxes . . . . .  
Federal Income Taxes. . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES . . . . . . . . . .  
OPERATING INCOME . . . . . . . . . . . . . . . . . .  
NONOPERATING INCOME . . . . . . . . . . . . . .  
INCOME BEFORE INTEREST CHARGES 
AND PREFERRED DIVIDENDS . . . . . . . . .  

INTEREST CHARGES . . . . . . . . . . . . . . . . . .  
PREFERRED STOCK DIVIDEND 

REQUIREMENTS OF SUBSIDIARIES. . . . .  
INCOME FROM CONTINUING 

OPERATIONS . . . . . . . . . . . . . . . . . . . . . . .  
DISCONTINUED OPERATIONS . . . . . . . . . . .  
NETINCOME . . . . . . . . . . . . . . . . . . . . . . . . .  
Average Number of Shares Outstanding . . . . . . .  
EARNINGS PER SHARE (basic and diluted): 

Other Operation . . . . . . . . . . . . . . . . . . . . . .  

Continuing Operations . . . . . . . . . . . . . . . . . .  
Discontinued Operations . . . . . . . . . . . . . . . .  
EARNINGS PER SHARE. . . . . . . . . . . . . . . .  

AEP csw Pro Forma 
(As Reported) (As Reclassified) Adjustments 

$5,670 $2,883 
- 208 

5,670 3,091 

1,537 
88 

1,184 
542 
593 
489 
272 

4,705 
965 
20 

- 
1,004 

41 
158 
55 1 
155 
352 
178 
67 

2,506 
585 
135 

985 720 
400 324 

55 19 

530 377 
- 25 

$ 530 $ 402 
185.8 191.7 (76.7) 

$ 2.85 $ 1.97 
- 0.13 

$ 2.85 $ 2.10 

Pro Forma 
Combined 

$8,553 
2Q8 

8,761 

234 1 
129 
158 

1,735 
697 
945 
667 
339 

7,211 
1,550 

155 

1,705 
724 

74 

907 
25 

$ 932 

300.8 

$ 3.02 
0.08 

-- 

$ 3.10 

0 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 

Attachment 1 
Page74 of 215 

KPSC Case No. 99-149 ’ 

TC (1 st Set) _. 
Order Dated April 22, 1999 

Item No. 4 

67 

105 

1 



CENTRAL, AND SOUTH WEST CORPORATION 

UNAUDITED RECLASSIFYING CONDENSED CONSOLIDATED STATEMENT OF INCOME 
Year Ended December 31, 1997 

(in millions-except per share amounts) 

OPERATING REVENUES: 
U.S. Electric . . . . . . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom . . . . . . . . . . . . . . . . . . . . . . . .  
Other Diversified. . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING REVENUES . . . . . . . . . . .  
OPERATING EXPENSES: 

U.S. Electric Fuel . . . . . . . . . . . . . . . . . . . . . . .  
U.S. Electric Purchased Power . . . . . . . . . . . . . .  
United Kingdom Cost of Sales . . . . . . . . . . . . . .  
Other Operation . . . . . . . . . . . . . . . . . . . . . . . .  
Maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Depreciation and Amortization . . . . . . . . . . . . . .  
Taxes Other Than Federal Income Taxes . . . . . . .  
Federal Income Taxes . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES . . . . . . . . . . . .  
OPERATING INCOME . . . . . . . . . . . . . . . . . . . .  
NONOPERATING INCOME . . . . . . . . . . . . . . . .  
INCOME BEFORE INTEREST CHARGES. . . . .  
INTEREST CHARGES: 

Interest on Long-term Debt . . . . . . . . . . . . . . . .  
Distributions on Trust Preferred Securities . . . . .  
Interest on Short-term Debt and Other . . . . . . . .  

TOTAL INTEREST CHARGES . . . . . . . . . . . . . .  
PREFERRED STOCK DIVIDEND 

REQUIREMENTS OF SUBSIDIARIES . . . . . .  
GAIN ON REACQUIRED PREFERRED STOCK 

OF SUBSIDIARIES . . . . . . . . . . . . . . . . . . . . .  
INCOME BEFORE EXTRAORDINARY ITEM . . 
EXTRAORDINARY L0SCU.K. WINDFALL 

TAX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
NET INCOME FOR COMMON STOCK . . . . . . .  
Average Number of Shares Outstanding . . . . . . . . .  
EARNINGS PER SHARE (basic and diluted): 

Before Extraordinary Item . . . . . . . . . . . . . . . . .  
Extraordinary Loss . . . . . . . . . . . . . . . . . . . . . .  
EARNINGS PER SHARE . . . . . . . . . . . . . . . .  

csw csw 
(As Reported) (Reclassifying Entries) 

$3,321 
1,870 

77 
5,268 

1,177 
89 

1,291 
98 1 
152 
497 
195 
151 

4,533 
735 
32 

767 

333 
17 
86 

436 

12 

(10) 

(176) 

329 

$ 153 
212.1 

$ 1.55 
(0.83) 

$ 0.72 

- 

csw 
(As Reclassified) 

$3,321 
1,870 

5,191 

1,177 
89 

1,291 
948 
152 
49 1 
240 
106 

4,494 
697 
70 

767 

333 
17 
86 

436 

12 

- 
-. 

(10) 

(176) 

329 

$ 153 
212.1 

$ 1.55 

$ 0.72 

- 
(0.83) 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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CENTRAL AND SOUTH WEST CORPORATION 

UNAUDITED RECLASSIFYING CONDENSED CONSOLIDATED STATEMENT OF INCOME 
Year Ended December 31,1996 

(in millions--except per share amounts) 

OPERATING REVENUES: 
U.S. Electric . . . . . . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom . . . . . . . . . . . . . . . . . . . . . . . .  
Other Diversified. . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING REVENUES . . . . . . . . . . .  
OPERATING EXPENSES: 

US. Electric Fuel . . . . . . . . . . . . . . . . . . . . . . .  
U.S. Electric Purchased Power . . . . . . . . . . . . . .  
United Kingdom Cost of Sales . . . . . . . . . . . . . .  
Other Operation . . . . . . . . . . . . . . . . . . . . . . . .  

Depreciation and Amortization. . . . . . . . . . . . . .  
Maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Taxes Other Than Federal Income Taxes . . . . . . .  
Federal Income Taxes . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES . . . . . . . . . . . .  
OPERATING INCOME . . . . . . . . . . . . . . . . . . . .  
NONOPERATING INCOME (LOSS) . . . . . . . . . .  
INCOME BEFORE INTEREST CHARGES. . . . .  
INTEREST CHARGES: 

Interest on Long-term Debt . . . . . . . . . . . . . . . .  
Interest on Short-term Debt and Other. . . . . . . .  

TOTAL INTEREST CHARGES . . . . . . . . . . . . . .  
PREFERRED STOCK DIVIDEND 

REQUIREMENTS OF SUBSIDIARIES . . . . . .  
INCOME FROM CONTINUING OPERATIONS . 
DISCONTINUED OPERATIONS . . . . . . . . . . . . .  
NET INCOME FOR COMMON STOCK . . . . . . .  
Average Number of Shares Outstanding . . . . . . . . .  

Continuing Operations . . . . . . . . . . . . . . . . . . . .  
Discontinued Operations . . . . . . . . . . . . . . . . . .  
EARNINGS PER SHARE . . . . . . . . . . . . . . . .  

EARNINGS PER SHARE (basic and diluted): 

- 

CSW 
(As Reported) 

$3,248 
1,848 

59 
5,155 

1,151 
77 

1,331 
785 
150 
464 
178 
224 

4,360 
795 

734 

325 
94 

419 

18 

(61) 

csw 
(Reelassipying Entries) 

CSW 
(AS Reclassified) 

$3,248 
1,848 

5,096 

- -- 

1,151 
77 

1,331 
780 
150 
459 
255 
152 

4,355 -- 

325 
94 

419 

18 
297 
132 

$ 429 

207.5 

$ 1.43 
0.64 

$ 2.07 

- 

7 

297 
132 

$ 429 

207.5 

$ 1.43 
0.64 

$ 2.07 -- 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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. .  

CENTRAL AND SOUTH WEST CORPORATION 

UNAUDITED RECLASSIFYING CONDENSED CONSOLIDATED STATEMENT OF INCOME 
Year Ended December 31, 1995 

(in millions-except per share amounts) 

OPERATING REVENUES: 
U.S. Electric . . . . . . . . . . . . . . . . . . . . . . . . . . .  
United Kingdom . . . . . . . . . . . . . . . . . . . . . . . .  
Other Diversified. . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING REVENUES . . . . . . . . . . .  
OPERATING EXPENSES: 

U.S. Electric Fuel . . . . . . . . . . . . . . . . . . . . . . .  
U.S. Electric Purchased Power . . . . . . . . . . . . . .  
United Kingdom Cost of Sales . . . . . . . . . . . . . .  
Other Operation . . . . . . . . . . . . . . . . . . . . . . . .  
Maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Depreciation and Amortization . . . . . . . . . . . . . .  
Taxes Other Than Federal Income Taxes . . . . . . .  
Federal Income Taxes . . . . . . . . . . . . . . . . . . . .  

TOTAL OPERATING EXPENSES . . . . . . . . . . . .  
OPERATING INCOME . . . . . . . . . . . . . . . . . . . .  
NONOPERATING INCOME . . . . . . . . . . . . . . . .  
INCOME BEFORE INTEREST CHARGES. . . . .  
INTEREST CHARGES: 

Interest on Long-term Debt . . . . . . . . . . . . . . . .  
Interest on Short-term Debt and Other. . . . . . . .  

TOTAL INTEREST CHARGES . . . . . . . . . . . . . .  
PREFERRED STOCK DIVIDEND 

REQUIREMENTS OF SUBSIDIARIES . . . . . .  
INCOME FROM CONTINUING OPERATIONS , 

DISCONTINUED OPERATIONS . . . . . . . . . . . . .  
NET INCOME FOR COMMON STOCK . . . . . . .  
Average Number of Shares Outstanding . . . . . . . . .  

J 

EARNINGS PER SHARE (basic and diluted): 
Continuing Operations . . . . . . . . . . . . . . . . . . . .  
Discontinued Operations . . . . . . . . . . . . . . . . . .  
EARNINGS PER SHARE . . . . . . . . . . . . . . . .  

csw 
(As Reported) 

$2,883 
208 
52 

3,143 

1,004 
41 

158 
557 
155 
353 
162 
92 

2,522 
621 
99 

720 

223 
101 
324 

19 
377 
25 

$ 402 

191.7 

$ 1.97 
0.13 

$ 2.10 

csw 
(ReclassiPying Entries) 

csw 
(As Reclassified) 

$2,883 
203 

3,091 

1,004 
4 1. 

158 
55 1 
155 
352 
178 
67 

2,506 
585 
135 
720 

223 
101 
324 

19 
377 
25 

- 

-. 

$ 402 

191.7 

$ 1.97 
0.13 

$ 2.10 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEET 
December 31, 1997 

(in millions) 

ASSETS 
ELECllUC UTILITY PLANT: 

Production . . . . . . . . . . . . . . . . . . . . . . . . . .  
’Ransmission . . . . . . . . . . . . . . . . . . . . . . . . .  
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . .  
General (including mining assets and nuclear 

fuel) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Construction Work in Progress . . . . . . . . . . . .  

Total Electric Utility Plant . . . . . . . . . . . .  
Accumulated Depreciation and Amortization . . 

NET ELECTRIC UTILITY PLANT . . . .  
OTHER PROPERTY AND INVESTMENTS . . 
CURRENT ASSETS: 

Cash and Cash Equivalents . . . . . . . . . . . . . .  
Accounts Receivable (net) . . . . . . . . . . . . . . .  

Accrued Utility Revenues . . . . . . . . . . . . . . . .  

Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Materials and Supplies . . . . . . . . . . . . . . . . . .  

Prepayments and Other . . . . . . . . . . . . . . . . .  
TOTAL CURRENT ASSETS . . . . . . . . .  

REGULATORY ASSETS . . . . . . . . . . . . . . . . .  
GOODWILL . . . . . . . . . . . . . . . . . . . . . . . . . .  
DEFERRED CHARGES . . . . . . . . . . . . . . . . .  

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . .  

AEP 
(As Reported) 

$ 9,493 
3,502 
4,654 

1,605 
343 

19,597 
7,964 

11,633 

1,359 

91 
668 
225 
264 
189 
81 

1,5 18 

1,817 
- 

288 

$1 6,615 - 

csw Pro Forma Pro Forma 
(AS Reclassified) Adjustments Combined 

$ 5,824 

4,453 
1,558 

1,577 
184 

$1531 7 
5,060 
9,107 

3,182 
527 

13,596 
5,217 

8,379 
- 

33,193 
13,181 

20,012 

800 

75 
840 
65 

172 
76 
78 

1,306 

1,440 

1,428 

98 
$13,451 - 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 

2,159 

166 
1.508 

290 
436 
265 
159 

2,824 

3,257 
1,428 

386 

$30.066 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEET 
December 31, 1997 

(in millions) 

CAPITALIZATION AND LIABILITIES 
CAPITALIZATION: 

Common Stock . . . . . . . : . . . . . . . . . . . . . . . 
Paid-in Capital. . . . . . . . . . . . . . . . . . . . . . . . 
Retained Earnings . . . . . . . . . . . . . . . . . . . . . 

Total Common Shareholders’ Equity. . . . . 
Cumulative Preferred Stocks of Subsidiaries: 

Not Subject to Mandatory Redemption . . . . 
Subject to Mandatory Redemption . . . . . . . 

Certain Subsidiary-obligated, Mandatorily 
~ Redeemable, Preferred Securities of 

Subsidiary Trusts . . . . , . . , . . . . . . . , . . . . 
Long-term Debt. . . . . . . , . . . . , . . . . . . . , . . 

TOTAL CAPITALIZATION 
OTHER NONCURRENT LIABILITIES . . . . . . 
CURRENT LIABILITIES: 

Preferred Stock and Long-term Debt Due 
Within One Year . . . . . . . . . . . . . . . . . . . . 

Short-term Debt . . . . . . . . . . . . . . . . . . . . . . 
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . 
Taxes Accrued . . . . . . . , . , . . . . . . . . . . . . . . - 
Interest Accrued . . . . . . . . . . . . . . . . . . . , . . 
Obligations Under Capital Leases . . . . . . . . . . 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL CURRENT LIABILITIES . . . . . 
DEFERRED INCOME TAXES . . . . . . . . . . . . 
DEFERRED INVESTMENT TAX CREDITS , . 
DEFERRED GAIN ON SALE AND 

DEFERRED CREDITS . . . . . . . . . . . . . , . . . . 
TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LEASEBACK-ROCKPORT PLANT UNIT 2 

a P  csw Pro Forma Pro Forma 
(As Reported) (AS Reclassified) Adjustments Combined 

$ 1,293 
1,779 
1,605 
4,677 

$ 743 $ 85 $ 2,121 
1,039 (85) .2,733 
1,774 (50) 31,329 

3,556 (50) 8,183 

47 
128 

- 
5.129 
9,98 1 
1.246 

295 
555 
353 
381 
76 

101 
323 

176 
26 

223 
154 

335 335 
9,027 3,898 

7,991 (50) -- 17,922 
27 1,273 

-- 

32 
1,413 

558 
171 
87 
2 

236 
2,084 
2,561 

376 

2,499 

2,432 
278 

23 1 
136 

$16,615 

327 
1,968 

91 1 
552 
163 
103 

50 609 
50 4,633 

4,993 
654 

23 1 
224 360 

$13,45 1 $30,066 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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CENTRAL, AND SOUTH WEST CORPORATIOX 

UNAUDITED RECLASSIFYING CONDENSED CONSOLIDATED BiUA!!CE SHEET 
December 31, 1997 

(in millions) 

csw 
(.4s Reclassified) -- 

$. 5,824 
1,558 
4,453 
1,577 

184 
-- 

C W  
(Reclassifying 

Entries) 
csw 

(As Reported) 

$ 5,824 
1,558 
4,453 
1,381 

184 
196 

ASSETS 
FIXED ASSETS: 
Electric 

Production . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Construction Work in Progress . . . . . . . . . . . . . . . .  
Nuclear Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total Electric. . . . . . . . . . . . . . . . . . . . . . . . . .  
Other Diversified . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total Fixed Assets . . . . . . . . . . . . . . . . . . . . . .  
Accumulated Depreciation and Amortization . . . . . . .  

NET FIXED ASSETS. . . . . . . . . . . . . . . . . . . . .  
OTHER PROPERTY AND INVESTMENTS . . . . . . .  
CURRENT ASSETS: 

Cash and Cash Equivalents. . . . . . . . . . . . . . . . . . .  
Accounts Receivable . . . . . . . . . . . . . . . . . . . . . . . .  
Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Materials and Supplies . . . . . . . . . . . . . . . . . . . . . .  
Accrued Utility Revenues . . . . . . . . . . . . . . . . . . . .  
Under-Recovered Fuel Costs. . . . . . . . . . . . . . . . . .  
Prepayments and Other . . . . . . . . . . . . . . . . . . . . .  

TOTAL CURRENT ASSETS . . . . . . . . . . . . . . .  

Deferred Plant Costs . . . . . . . . . . . . . . . . . . . . . . .  
Mirror CWIP Asset . . . . . . . . . . . . . . . . . . . . . . . .  
Other Non-Utility Investments . . . . . . . . . . . . . . . .  
Securities Available for Sale . . . . . . . . . . . . . . . . . .  
Income Tax Related Regulatory Assets, Net . . . . . . .  

.Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatory Assets. . . . . . . . . . . . . . . . . . . . . . . . . .  
Other Deferred Charges . . . . . . . . . . . . . . . . . . . . .  

TOTAL DEFERRED CHARGES AND OTHER 
ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

DEFERRED CHARGES AND OTHER ASSETS: 

S 196 (C) 

13,596 
250 

13?596 
- 

13,546 
5,218 

13,596 
5,217 

8.628 8.379 
800 

75 
840 
65 

172 
76 

78 
- 

75 
91 6 
65 

172 

84 
78 

1,390 

503 
285 
448 
103 
329 

1,428 

337 

- 

- 

1.306 

-- 
- 
- 
- 
- 
1,428 
1,440 

98 

2,966 
$13,451 -- 

1.440 (H) 
( 239) ( H) 

(467) 
5 -  

3,433 
$13,451 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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CENTRAL AND SOUTH WEST CORPORATION 

UNAUDITED RECLASSIFYING CONDENSED CONSOLIDATED BALANCE SHEET 
December 31, 1997 

(in millions) 

CAPITALIZATION AND LIABILITIES 
CAPITALIZATION: 

Common Stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Paid-in Capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Retained Earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Foreign Currency Translation Adjustment and Other . . .  

Total Common Shareholders’ Equity . . . . . . . . . . . .  
Cumulative Preferred Stocks of Subsidiaries: 

Not Subject to Mandatory Redemption . . . . . . . . . . .  
Subject to Mandatory Redemption . . . . . . . . . . . . . . .  

Certain Subsidiary-obligated, Mandatorily Redeemable, 
Preferred Securities of Subsidiary Trusts . . . . . . . . . . .  

Long-term Deb t . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
TOTAL CAPITALIZATION . . . . . . . . . . . . . . . . .  

OTHER NONCURRENT LIABILITIES . . . . . . . . . . . . .  
CURRENT LIABILITIES: 

Preferred Stock and Long-term Debt 
Due Within One Year. . . . . . . . . . . . . . . . . . . . . . . .  

Short-term Debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Short-term Debt-CSW Credit, Inc. . . . . . . . . . . . . . . .  
LoanNotes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Taxes Accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest Accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Obligations Under Capital Leases . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL CURRENT LIABILITIES . . . . . . . . . . . .  
DEFERRED INCOME TAXES. . . . . . . . . . . . . . . . . . . .  
DEFERRED INVESTMENT TAX CREDITS . . . . . . . . .  
DEFERRED CREDITS . . . . . . . . . . . . . . . . . . . . . . . . .  
TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

csw 
csw (Reclassifying csw 

(As Reported) Entries) (As Reclassified) 

$ 743 $ 743 
1,039 . 1,039 
1,746 $ 28 (I) 1,774 

3,556 - 3,556 

- 28 (28)(1) 

176 
26 

176 
26 

335 335 
3,898 3,898 

- 7,991 7,991 
- 27 (JS) 27 

-- 
-- 

32 
72 1 
636 
56 

558 
171 
87 

238 
2,499 

- 

2.432 
278 
25 1 

$13,451 

32 
1,413 
- 
- 

558 
171 
87 
2 

236 
2,499 
2,432 

278 
224 

$13,451 

See “Notes to Unaudited Pro Forma Combined Condensed Financial Statements”. 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

Notes to Unaudited Pro Forma Combined 
Condensed Financial Statements 

There were no material intercompany transactions between AEP, including its subsidiaries, and CSW, 
including its subsidiaries, during the periods presented. 

The unaudited pro forma combined condensed financial statements reflect the conversion of each 
outstanding CSW Share into 0.60 of an AEP Share, as provided in the Merger Agreement. The 
unaudited pro forma combined condensed financial statements are presented as if the companies 
were combined during all periods included therein. The combined authorized shares reflect the 
number of shares which would be authorized assuming the Share Issuance proposed herein had been 
approved on December 31, 1997. 

The principal accounting policies for both companies’ regulated operations are to follow the methods 
used by their respective regulatory commissions in establishing rates. The consummation of the 
Merger is not expected to result in any changes in the way regulators treat allowable costs for rate- 
making purposes. The effects of accounting policy differences are immaterial and have not been 
adjusted in the pro forma combined condensed financial statements. 

The pro forma average number of outstanding AEP Shares was calculated by multiplying the average 
number of outstanding CSW Shares during the year by the exchange ratio of 0.60 of an AEP Share 
and adding the result to the average number of outstanding AEP Shares during the year. 

The pro forma adjustment to common stock and paid-in capital represents the effects of recording the 
Merger of AEP and CSW as of the consummation date using the pooling of interests method of 
accounting whereby the common stock and paid-in capital amounts are adjusted to reflecr the 
difference in par value ($6.50 per AEP Share compared with $3.50 per CSW Share) and the exchange 
ratio of 0.60 of an AEP Share for each CSW Share. 

In connection with the Merger, the companies expect to incur charges estimated at approximately $50 
million for transaction costs. Such costs include investment banking (financial advisors), legal, 
accounting, filing, printing and other related fees and costs to consummate the Merger. The combined 
company intends to seek recovery of the transaction costs through the regulatory process. The pro 
forma combined condensed financial statements do not reflect any of the costs savings estimated to 
result from the merger or any cost to achieve the merger. As noted in the “Reasons for the Merger” 
section, a sharing of the cost savings, net of the costs to achieve the Merger, is expected to be the 
outcome of the various regulatory proceedings. See “Reasons for the Merger” for further discussion 
regarding estimated synergies and cost savings (page 42). 

The CSW unaudited reclasslfying condensed financial statements reflect the reclassifying entries 
necessary to adjust CSW’s condensed balance sheet and condensed statement of income presentatipn 
to be consistent with the presentation expected to be used by AEP after the Merger is completed. The 
following describes such reclassifylng entries: 

Statements of Income Reclassifying Entries 

(A) To reclassify other diversified income and expenses to nonoperating income. 

(B) To reclassify state and United Kingdom income taxes. 

Balance Sheets Reclassifying Entries 

(C) To reclassify nuclear fuel. 
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I (D) To reclassify non-utility plant and related accumulated Ldpreciation. 

(E) To reclasslfy other non-utility investments. 

(F) To reclassify securities available for sale. 

(G) To reclassify accrued utility revenues. 

(H) To reclassify regulatory assets. 

. (I) To reclassify foreign currency translation and other. 

(J) To reclassify obligations under capital leases. 

(K) To reclassify operating reserves. 

(L) To reclassify short-term debt. 
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DESCRIPTION OF CAPITAL STOCK OF AEP 
The following statements are brief summaries of certain provisions relating to AEP’s capital stock and 

are qualified in their entirety by reference to the provisions of the AEP Charter and AEP’s By-Laws (the 
“AEP Bylaws”), which are incorporated by reference as an exhibit to the registration statement on Form 
S-4 filed &th the SEC by AEP (the “Registration Statement”) of which this Joint Proxy Statement/ 
Prospectus is a part. 

AEP’s authorized capitalization presently consists of 300,000,000 AEP Shares, of which 190,378,571 
shares were issued and outstanding as of April 8, 1998. 

Dividend Rights 

Dividends may be declared and paid on the AEP Shares out of legally available surplus. 

Voting Rights 

of AEP Shares are entitled to cumulative voting in the election of directors. 
The holders of AEP Shares have exclusive voting rights of one vote for each share held. The holders 

Liquidation Rights 

In the event of any liquidation of AEP, the holders of AEP Shares are entitled to share ratably in the 
remaining assets of AEP available for distribution. 

Preemptive Rights 

securities convertible into any stock, shall not have any preemptive right unless the AEP Board of 
Directors determine to issue and sell AEP Shares solely for money and other than by (i) a public offering, 
(ii) an offering to or through underwriters or dealers who agree to make a public offering, or (iii) any other 
offering which is authorized or approved by the affirmative vote of the outstanding AEP Shares. 

>I#, 

The holders of AEP Shares, upon the issuance for money or other consideration of any stock or any c; 
lhnsfer Agents and Registrars 

The transfer agent and registrar for the AEP Shares is First Chicago Trust Company of New York. 

COMPARISON OF RIGHTS OF HOLDERS OF 
CSW SHARES AND AEP SHARES 

General 

As a result of the Merger, holders of CSW Shares will become shareholders of AEP, and the rights of 
such former CSW stockholders will thereafter be governed by the AEP Charter and the AEP Bylaws and 
the laws of the State of New York. The rights of the holders of CSW Shares are currently governed by the 
Second Restated Certificate of Incorporation of CSW (the “CSW Charter”) and the Bylaws of CSW, as 
amended (the “CSW Bylaws”) and the laws of the State of Delaware. The following summary sets forth the 
material differences between the AEP Charter and the CSW Charter, the AEP Bylaws and the CSW 
Bylaws, and New York and Delaware law. This summary is qualified in its entirety by reference to the full 
text of each of such documents and the applicable state statutes. For information as to how such 
documents may be obtained, see ‘‘WHERE YOU CAN FIND MORE INFORMATION”. 

Shareholder Rights Plans 

AEP has no shareholder rights plan. 
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CSW has a stockholder rights plan (the “CSW Rights Agreement”) which provides that after a person 
or group acquires or announces a tender or exchange offer to acquire 15% or more of the outstanding 
CSW Shares, the holder of a CSW Share (other than the Acquiring Person) is entitled to purchase, at the 
exercise price, additional CSW Shares having a current market value of two times the exercise price (a 
“CSW Right”). In addition, if CSW is.acquired in a-merger or other business combination, each CSW 
Right will entitle the holder to purchase, at the exercise price, common stock of the acquiror having a 
current market value of two times the exercise price. 

The Merger Agreement provides that CSW shall take, and CSW has taken, actions (including 
amending the CSW Rights Agreement) so that the execution, delivery and performance of the Merger 
Agreement and the consummation of the Merger and other transactions contemplated thereby, will not 
result in the grant of any CSW Right or enable or require that any outstanding CSW Rights be exercised, 
distributed or triggered. 

Voting Rights 

Generally 

Each holder of CSW Shares is entitled to one vote for each share held by such holder upon each 
matter voted upon. In the election of directors, the principle of cumulative voting does not apply. Votes 
may, in all cases, be cast by proxy, but no stockholder can designate more than three persons as proxies. 
The affirmative vote of a majority of the CSW Shares represented at a meeting shall be the act of the 
stockholders, unless a greater number is required by law. 

Every holder of record of AEP Shares has one vote for each share held for the election of directors 
and upon all other matters; provided, however, that at all elections of directors, cumulative voting shall 
apply. 

Election of Directors 

The CSW Charter provides that directors shall be divided into three classes as nearly equal in size as is 
practicable. The directors shall hold office for three years. The CSW Charter provides that the number of 
directors should be not less than nine nor more than fifteen, as may be fixed from time to time by the 
resolutions adopted by a majority of the entire CSW Board of Directors. The number of directors at CSW 
is currently fixed at 12. The CSW Bylaws provide that, except with respect to persons who were serving as 
directors on October 12, 1987, and who were 60 years old or over at such time, the CSW Board of 
Directors shall not elect nor propose for election (a) any non-employee who is 70 years old or will be 70 
years old on or before the date of the election, or (b) any employee of CSW or any of its subsidiaries (other 
than any past or present Chief Executive Officer cf CSW) whose service as such employee has terminated 
or will in normal course terminate on or before the date of election. In addition, the CSW Bylaws provide 
that the term of any director who is an employee of CSW or any of its subsidiaries, (other than a Chief 
Executive Officer who retires) shall expire concurrently with the termination of service of that director as 
an employee. 

The AEP Bylaws provide that the number of directors shall be not less than nine nor more than 
seventeen. Each director will hold office until the next annual meeting. The number of directors shall be 
the number fixed by resolution of the AEP Board of Directors. The number of directors of AEP is 
currently fixed at 13. Upon consummation of the Merger, the number of directors of AEP will be fixed at 
15. 

Approval of Certain Transactions 

The DGCL generally requires the affirmative vote of a majority of the outstanding stock entitled to 
vote thereon for the approval of any merger or consolidation. Unless required by the certificate of 
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incorporation, no stockholder approval is required for certain mergers in which (i) there is no amendment 
to the certificate of incorporation of a corporation, (ii) each share of stock of such corporation is to be an 
identical outstanding or treasury share of the surviving corporation after the effective date of the merger 
and (iii) either no stock or shares, securities or obligations convertible into such stock, will be issued or 
delivered in connection with the merger or the unissued shares or treasury shares of stock to be issued or 
delivered in connection with the merger plus those initially issuable upon any conversion of any other 
shares, securities or obligations to be issued or delivered under such plan are less than 20% of the shares of 
common stock of such corporation outstanding immediately prior to the effective date of the merger. 

The New York Business Corporation Law (the ‘“YBCC’) requires for corporations in existence on 
February 23, 1998 the certificate of incorporation of which does not expressly provide for approval of a 
Merger or consolidation by a majority vote of the outstanding shares entitled to vote thereon, the 
affirmative vote of two-thirds of all outstanding shares entitled to vote thereon to effect a merger, a 
consolidation, a share exchange or the sale, lease or disposition of all or substantially all of a corporation’s 
assets. Notwithstanding any provision in the certificate of incorporation, the holders of shares of a class or 
series are entitled to vote as a class if such shares will remain outstanding after the merger or will be 
converted into the right to receive shares of stock of the surviving or consolidated corporation or another 
corporation and the certificate or articles of incorporation of the surviving or consolidated corporation or 
of such other corporation immediately after the effectiveness of the merger or consolidation would contain 
any provision which is not contained in the certificate of incorporation of the corporation and which, if 
contained in an amendment to the certificate of incorporation, would entitle the holders of shares of such 
class or such one or more series to vote and to vote as a separate class thereon. The NYBCL does not 
contain a provision for mergers (other than those between a corporation and its 90% or more owned 
subsidiary) without the approval of shareholders similar to that in the DGCL. 

Since the Merger is to be effected between Sub and CSW, both Delaware corporations, (and AEP is 
not a constituent corporation in the Merger) the approval procedure described in the preceding paragraph 
does not apply to AEP with respect to the Merger. 

Fair Price Provisions 

The CSW Charter contains a “fair price” provision that applies to certain business combination 
transactions involving (i) any person that beneficially owns 5% or more of the voting power of all of the 
outstanding stock of CSW or (ii) any affiliate (as defined in the CSW Charter) or associate (as defined in 
the CSW Charter) of CSW that during the previous two year period was the beneficial owner of 5% or 
more of the voting power of all of the outstanding stock of CSW (a “CSW Interested Stockholder”:). The 
“fair price” provision requires (i) the affirmative vote of the holders of at least 80% of the outstanding 
voting stock of CSW and (ii) the affirmative vote of a majority of the outstanding voting stock of CSW held 
by persons other than the CSW Interested Stockholder to approve certain transactions between CSW and 
the CSW Interested Stockholder. These transactions include any merger or consolidation of CSW or its 
subsidiaries, any sale, lease, exchange, mortgage, pledge, transfer or other disposition of the assets of CSW 
having a fair market value in excess of $25 million, any adoption of a plan or proposal of termination, 
liquidation or dissolution of CSW, any reclassification of securities or recapitalizations of CSW, certain 
issuances or transfers of CSW securities, and certain other transactions involving the CSW Interested 
Stockholder. The voting requirement does not apply to certain transactions, including those that are 
approved by CSW’s Continuing Directors (as defined in the CSW Charter) or that meet certain “fair 
price” criteria contained in the CSW Charter. The CSW Board approved the merger at its December 21, 
1997 meeting, thus the above described voting requirement does not apply to the vote to approve and adopt 
the Merger. 

The AEP Charter contains a “fair price” provision that applies to certain business combinations or 
transactions involving (i) any person that beneficially owns more than 5% of the combined voting power Of 
the then outstanding voting stock of AEP, (ii) any affiliate (as defined in the AEP Charter) of AEP that 
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within the five-year period immediately prior to the date in question, beneficially owned more than 5% of 
the combined voting power of the outstanding voting stock of AEP (each of the shareholders described in 
clauses (i) and (ii) being referred to as “AEP Interested Stockholders”), or (iii) an assignee of or one who 
otherwise succeeded to any shares of voting stock which were during the prior five-year period beneficially 
owned by an AEP Interested Stockholder, provided that the transaction to which such assignment 
occurred was not a public offering. The “fair price” provision requires the affirmative vote of (i) at least 
75% of the combined voting power of the then issued and outstanding voting stock of AEP, and (ii) a 
majority of the combined voting power of the then issued and outstanding voting stock beneficially owned 
by persons other than such AEP Interested Stockholder to approve certain transactions between AEP and 
the AEP Interested Stockholder. These transactions include any merger or consolidation of AEP or any 
subsidiary with the AEP Interested Stockholder or any other corporation which is or would be an affiliate 
of an AEP Interested Stockholder, any sale, lease, license, exchange, mortgage, pledge, transfer or other 
disposition of the assets of AEP having a fair market value of more than $100 million to or with any AEP 
Interested Stockholder, the issuance or transfer by AEP or any subsidiary of any securities of AEP or a 
subsidiary having a fair market value of more than $100 million to any AEP Interested Stockholder or any 
affiliate, the adoption of any plan for the liquidation or dissolution of AEP proposed by or on behalf of the 
AEP Interested Stockholder or any affiliate, or any reclassification of securities, recapitalization or 
reorganization of AEP, or any merger or consolidation of AEP with any of its subsidiaries, or any self 
tender offer for or repurchase which has the effect of increasing the proportionate share of outstanding 
shares owned by any AEP Interested Stockholder or any affiliate. The voting requirement does not apply 
to certain transactions, including those that are approved by a majority of AEP’s Disinterested Directors 
(as defined in the AEP Charter) or that meet certain “fair price” criteria contained in the AEP Charter. 

Amendments to Certificate of Incorporation 

Under both Delaware and New York law, amendments to a certificate of incorporation may be 
authorized by the vote of the holders of a majority of all outstanding shares entitled to vote thereon. Both 
states also provide for approval by vote of the holders of a majority of outstanding shares of a particular 
class of stock in certain circumstances. 

Special Meetings 

Under both Delaware and New York law, special meetings of stockholders may be called by the board 
of directors and by such other person or persons authorized to do so by the corporation’s certificate of 
incorporation or bylaws. In addition, Delaware law provides that, if an annual meeting is not held or an 
action by written consent to elect directors in lieu of an annual meeting is not taken within 30 days of the 
date designated for such a meeting, or is not held for a period of 13 months after the latest to occur of the 
organization of the corporation, its last annual meeting or the last action by written consent to elect 
directors in lieu of an annual meeting, the Delaware Court of Chancery may summarily order a meeting to 
be held upon the application of any stockholder or director. Under New York law, if there is a failure to 
elect a sufficient number of directors to conduct the business of the corporation for a period of one month 
after the date fmed by or under the bylaws for the annual meeting of stockholders or for a period of 13 
months after the last annual meeting, the board of directors may call a special meeting for the election of 
directors. If the board fails to do so within 2 weeks, holders of 10% of the votes of the shares entitled to 
vote in an election of directors may demand the call of a special meeting for an election of directors. 

The CSW Bylaws provide that special meetings of the stockholders of CSW may be called by the 
Chairman, by the CSW Board of Directors, by a majority of the CSW Directors individually or by holders 

-- 

of not less than one-third of the 
such place, date and hour as may 
the shareholders of AEP may be 

total outstanding shares of stock. Such special meeting shall be held at 
be fmed by the person or persons calling the meeting. Special meetings of 
called by the AEP Board of Directors or the AEP Executive Committee, 
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or of stockholders holding one-fourth of the capital stock, at such time and at such place as may be stated 
in the call and notice. 

Shareholders’ Action Without a Meeting 

The DGCL provides that unless otherwise provided in the certificate of incorporation, stockholders 
may take any action without a meeting by written consent signed by the holders of outstanding stock having 
not less than the minimum number of votes that would be necessary to authorize or take such action at a 
meeting at which all shares entitled to vote thereon were present and voted. Prompt notice of the taking of 
any action by less than unanimous consent must be given to stockholders who did not consent to such 
action and who, if the action had taken place at a meeting, would have been entitled to notice. 

The NYBCL provides that shareholders may take any action without a meeting by written consent 
only if such consent is signed by the holders of all outstanding shares entitled to vote thereon or, if the 
certificate of incorporation so permits, the holders of outstanding shares having not less than the minimum 
number of votes that would be necessary to authorize or take such action at a meeting at which all shares 
entitled to vote thereon were present and voted. Prompt notice of the corporate action without a meeting 
by less than unanimous consent shall be given to those stockholders who have not consented in writing. 

Neither the AEP Charter nor the CSW Charter contains any provision altering these provisions of the 
statutes. 

Preemptive Rights 

For corporations incorporated after July 3,1967, Delaware law does not provide for preemptive rights 
to the holders of capital stock unless the certificate of incorporation provides for such rights. The CSW 
Charter provides that any shares of common stock may be issued without first being offered to 
stockholders. 

The NYBCL provides, for corporations incorporated before February 23, 1998, subject to certain 
exceptions, preemptive rights to shareholders upon an issuance of securities which would adversely affect 
certain specified interests of such shareholders, provided that the certificate of incorporation may provide 
otherwise. The AEP Charter provides that subject to certain exceptions, upon any issuance for money or 
other consideration of any stock, no holder of stock of any kind shall have any preemptive rights. Under 
the exceptions to the AEP Charter, preemptive rights are available where AEP issues or sells any shares 
solely for money and other than by a public offering, an offering to or through underwriters or dealers who 
agree to make a public offering or any offering which is authorized by the shareholders. 

Dividends 

Subject to any restrictions in a corporation’s certificate of incorporation (which restrictions the CSW 
Charter does not include), the DGCL generally provides that the directors of a corporation may declare 
and pay dividends only out of surplus (defined as the excess if any, of the net assets over capital) or, when 
no surplus exists, out of net profits for the fiscal year in which the dividend is declared and/or the preceding 
fiscal year. Dividends may not be paid out of net profits if the capital of the corporation is less than the 
aggregate amount of capital represented by the issued and outstanding stock of all classes having a 
preference upon the distribution of assets. 

Under the NYBCL, a corporation may declare and pay dividends on its outstanding shares except 
when currently the corporation is insolvent or would thereby be made insolvent, or when the declaration, 
payment or distribution would be contrary to any restrictions contained in the certificate of incorporation 
(which restrictions the AEP Charter does not include). In general, dividends may be declared or paid out 
of surplus only. 
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Stock Repurchases 

The DGCL permits a corporation to repurchase or redeem its shares, except that a corporation may 
not do so when the capital of the corporation is impaired or when such purchase or redemption would 
cause any impairment of the capital of the corporation. A purchase or redemption out of capital of shares 
which are entitled upon any distribution of the corporation’s asset$, whether by dividend or liquidation, to 
a preference over another class or series of its stock, or, if no shares entitled to such preference are 
outstanding, any of its own shares, is permitted if such shares will be retired upon their acquisition and the 
capital of the corporation reduced in accordance with Delaware law. 

Under the NYBCL, notwithstanding any authority contained in the certificate of incorporation, the 
shares of a corporation may not be purchased, redeemed, converted or exchanged, if the corporation is 
then insolvent or would thereby be made insolvent. Shares may be purchased or redeemed only out of 
surplus. 

Issuance of Rights or Options to Purchase Shares to Directors, Officers and Employees 

The DGCL permits any corporation, subject to any provisions in its certificate of incorporation, to 
create rights or options entitling the holders thereof to purchase from the corporation any shares of its 
capital stock of any class or classes. The terms shall be stated in the certificate of incorporation or in a 
resolution adopted by the board of directors. The DGCL provides that, in the absence of actual fraud in 
the transaction, the judgment of the directors as to the consideration for the issuance of such rights or 
options and the sufficiency thereof shall be conclusive. This provision has been interpreted by Delaware 
case law not to apply to interested director transactions or to issuances that constitute waste. The NYBCL 
requires that the issuance to officers, directors or employees of rights or options to purchase shares must 
be authorized by a majority of votes cast at a meeting of shareholders, or authorized by and consistent with 
a plan adopted by such vote of shareholders. In the absence of preemptive rights, such authorization is not 
required in New York for the issuance of rights or options in substitution for or upon the assumption of 
rights or options of a corporation with which the issuing corporation is merging or consolidating. 

Loans to Directors 

The DGCL permits any corporation to lend money to, or guarantee an obligation of, or otherwise 
assist any officer or other employee of the corporation or of its subsidiary, including any officer or 
employee who is a director of the corporation or its subsidiary, whenever, in the judgment of the directors, 
such loan, guaranty or assistance may reasonably be expected to benefit the corporation. 

Under the NYBCL, a corporation may not lend money to or guarantee the obligations of a director of 
the corporation unless either the particular loan or guarantee is approved by the shareholders, or the 
certificate of incorporation expressly permits such transactions. The AEP Charter does not contain any 
such provision. 

Classification of the Boards of Directors 

Both the DGCL and the NYBCL provide that a corporation’s board of directors may be divided into 
various classes with staggered terms of offices. Neither the AEP Charter nor the AEP Bylaws provide for a 
classified board. Both the CSW Charter and the CSW Bylaws provide for three classes of directors, as 
nearly equal in size as practicable. Under the DGCL, unless otherwise provided in a corporation’s 
certificate of incorporation, directors of a corporation with a classified board may only be removed by 
stockholders of the corporation for cause. CSWs Charter does not override the DGCL provision regarding 
removal of classified directors. 
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Duties of Directors 
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The NYBCL specifically permits a board of directors to consider constituencies other than the holders 
of a corporation’s capital stock and to consider both the long-term and short-term interests-of the 
corporation and such constituencies when taking any action, including action taken in connection with a 
change or potential change in the control of the corporation. The NYBCL permits directors to consider 
the effect that a corporation’s actions may have in the short-term and the long-term upon (i) potential 
growth, development, productivity and profitability of the corporation; (ii) current employees; (iii) retired 
employees and other beneficiaries receiving or entitled to receive retirement, welfare or similar benefits 
from the corporation; (iv) the corporation’s customers and creditors; and (v) the ability of the corporation 
to provide continuously goods, services, employment opportunities and employment benefits and make 
other contributions to the communities in which it does business. The DGCL contains no similar provision; 
however, Delaware case law has established that, in connection with a potential change of control of a 
corporation, its directors may consider, among various other proper factors, the impact of both the bid and 
the potential acquisition on constituencies other than stockholders, but only to the extent that they are 
rationally related to the benefits from the change of control that would accrue to the stockholders. 

Limitations on Directors’ Liability 

The DGCL permits a corporation to include a provision in its certificate of incorporation eliminating 
or limiting the personal liability of a director to the corporation or its stockholders for damages for breach 
of the director’s fiduciary duties. This limitation is unavailable for (i) breaches of the director’s duty of 
loyalty, (ii) acts or omissions not in good faith or which involved intentional misconduct or knowing 
violation of the law (iii) unlawful payment of dividends, or unlawful stock purchases; or (iv) any transaction 
from which the director derived an improper personal benefit. The CSW Charter includes such a provision 
to the full extent permitted by law. 

The NYBCL permits a corporation to limit or eliminate a director’s personal liability to the 
corporation or the holders of its capital stock for breach of duty. This limitation is generally unavailable for 
acts or omissions by a director which were (i) in bad faith, (ii) involved intentional misconduct or a 
knowing violation of law or (iii) involved a financial profit or other advantage to which such director was 
not legally entitled. The NYBCL also prohibits limitations on director liability for acts or omissions which 
resulted in a violation of a statute prohibiting certain dividend declarations, certain share repurchases or 
redemptions, certain payments to shareholders after dissolution and particular types of loans. 

The AEP Charter provides for limitations on directors’ liability to the fullest extent permitted by the 
NYBCL. 

Indemnification of Directors and Officers 

The DGCL permits a corporation to indemnify officers, directors, employees and agents for actions 
taken in good faith and in a manner they reasonably believed to be in, or not opposed to, the best interests 
of the corporatien, and with respect to any criminal action, which they had no reasonable cause to believe 
was unlawful. The DGCL also provides that a corporation may advance expenses of defense (upon rerxipt 
of an undertaking to reimburse the corporation if indemnification is not appropriate) and must reimburse 
a successful defendant for expenses, including attorney’s fees, actually and reasonably incurred, and 
permits a corporation to purchase and maintain liability insurance for its directors and officers. The DGCL 
further provides that indemnification may not be made for any claim, issue or matter as to which a person 
has been adjudged by a court of competent jurisdiction, after exhaustion of all appeals therefrom, to be 
liable to the corporation, except only to the extent a court detennines that the person is entitled to 
indemnity for such expenses that such court deems proper. 

The CSW Bylaws provide that each person who is or was or had agreed to become a director or 
officer, or each such person who is or was serving or had agreed to serve at the request of the CSW Board 
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of Directors or an officer as an employee or agent or as a director, officer, employee or agent of another 
corporation, partnership, joint venture, trust or other enterprise (including the heirs, executors, adminis- 
trators or estate of such person), shall be indemnified (including, without limitation, the advancement of 
expenses and payment of all loss, liability and expenses) to the full extent permitted by the law as presently 
in effect or as may hereafter be amended (but in the case of any such amendment, only to the extent that 
such amendment permits broader indemnification rights than said laws permitted prior to such amend- 
ment); provided, however, that no person shall be indemnified for amounts paid in settlement unless the 
terms and conditions of such settlement have been consented to by CSW and provided further, that no 
indemnification for employees or agents (other than directors and officers) will be made without the 
express authorization of the CSW Board of Directors. 

Under the NYBCL, a corporation may indemnify any person made, or threatened to be made, a party 
to an action or proceeding (other than one by or in the right of the corporation to procure a judgment in its 
favor), whether civil or criminal, including an action by or in the right of any other corporation of any type 
or kind, domestic or foreign, or any partnership, joint venture, trust, employee benefit plan or other 
enterprise, which any director or officer of the corporation served in any capacity at the request of the 
corporation, by any reason of the fact that he, his testator or intestate, was a director or officer of the 
corporation, or served such other corporation, partnership, joint venture, trust, employee benefit plan or 
other enterprise in any capacity, against judgments, fines, amounts paid in settlement and reasonable 
expenses, including attorneys’ fees actually and necessarily incurred as a result of such action or proceed- 
ing, or any appeal therein, if such director or officer acted, in good faith, for a purpose which he reasonably 
believed to be in, or, in the case of service for any other corporation or any partnership, joint venture, trust, 
employee benefit plan or other enterprise, not opposed to, the best interests of the corporation and, in 
criminal actions or proceedings, in addition, had no reasonable cause to believe that his conduct was 
unlawful. 

The NYBCL further provides that no indemnification of directors in shareholder derivative suits may 
be made in respect of (i) a threatened action, or a pending action which is settled or otherwise disposed of, 
or (ii) any claim, issue or matter as to which the director or officer has been adjudged to be liable to the 
corporation, unless and only to the extent that the court in which the action was brought or, if no action is 
brought, any court of competent jurisdiction, determines upon application that, in view of the circum- 
stances of the case, the director or officer is fairly and reasonably entitled to indemnity for such portion of 
the settlement amount and expenses as the court deems proper. The statutory provisions for indemnifica- 
tion and advancement of expenses are not exclusive of any other rights to which those seeking indemnifica- 
tion or advancement of expenses may be entitled independently of the applicable statutory provision. 

The AEP Bylaws provide that to the fullest extent permitted by law, AEP shall indemnify any person 
made, or threatened to be made, a party to any action or proceeding (formal or informal), whether civil, 
criminal, administrative or investigative and whether by or in the right of AEP or otherwise, by reason of 
the fact that such person, such person’s testator or intestate, is or was a director, officer or employee of 
AEP, or of any subsidiary or affiliate of AEP, or served any other corporation, partnership, joint venture, 
trust, employee benefit plan or other enterprise in any capacity at the request of AEF’, against all loss and 
expense including, without limiting the generality of the foregoing, judgments, fines (including excise 
taxes), amounts paid in settlement and attorneys’ fees and disbursements actually and necessarily incurred 
as a result of such action or proceeding, or any appeal therefrom, and all legal fees and expenses incurred 
in successfully asserting a claim for indemnification pursuant to such provision of the AEP Bylaws; 
provided, however, that no indemnification may be made to or on behalf of any director, officer or 
employee if a judgment or other final adjudication adverse to the director, officer or employee establishes 
that such person’s acts were committed in bad faith or were the result of active and deliberate dishonesty 
and were material to the cause of action so adjudicated, or that such person personally gained in fact a 
financial profit or other advantage to which such person was not legally entitled. 
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f.1 ...? -- - The AEP Bylaws further provide that in any case in which a director, officer or employee (or a 

representative of the estate of such director, officer or employee) requests indemnification, upon such 
person’s request the AEP Board of Directors shall meet within sixty days thereof to determine whether 
such person is eligible for indemnification in accordance with the standard set forth above. Such .a person 
claiming indemnification shall be entitled to indemnification upon, a determination that no judgment or 
other final adjudication adverse to such person has established that such person’s acts were committed in 
bad faith or were the result of active and deliberate dishonesty and were material to the cause of action so 
adjudicated, or that such person personally gained in fact a financial profit or other advantage to which 
such person was not legally entitled. 

Removal of Directors 

Under the DGCL, directors may be removed, with or without cause, by the vote of a majority of the 
outstanding shares of all classes of stock entitled to vote present at a meeting of stockholders. The DGCL 
imposes additional restrictions on the removal of directors for corporations with cumulative voting or 
directors elected by the holders of a specific class or series of shares. Unless the certificate of incorporation 
otherwise provides, in the case of a corporation with a classified board, stockholders may effect such 
removal only for cause. The CSW Charter provides that a director may be removed only for cause and only 
by the affirmative vote of the holders of eighty percent of the CSW Shares. 

The NYBCL provides that any or all of the directors of a corporation may be removed for cause by a 
vote of the shareholders and that the certificate of incorporation or bylaws may provide for removal 
without cause by vote of the shareholders. Under the statute, subject to certain exceptions, directors may 
also be removed without cause by action of the board if such is provided for in the certificate of 
incorporation or the bylaws. The AEP Charter and the AEP Bylaws contain no provision for removal of 
directors without cause by the shareholders or the board. The NYBCL also imposes additional restrictions 
on the removal of directors of corporations with cumulative voting or directors elected by the holders of a 
specific class or series of shares. For corporations having cumulative voting, no director may be removed 
when the votes cast against his or her removal would be sufficient to elect him or her if voted cumulatively 
at an election at which the same total number of votes were cast and the entire board, or the entire class of 
directors of which he or she IS a member, were then being elected. 

Newly Created Directorships and Vacancies 

Delaware law provides that, unless otherwise provided in the certificate of incorporation or bylaws. 

majority vote of the directors then in office, even if the number of directors then in office is less than a 
quorum. If, at the time of filling any vacancy or newly created directorship, the directors then in office 
constitute less than a majority of the whole board, the Court of Chancery has the authority, upon 
application of stockholders holding at least 10% of the shares outstanding at the time and entitled to vote, 
to order an election to be held to fill any such vacancies or new directorships, or to replace the directors 
chosen by the directors then in office. 

New York law provides that newly created directorships and vacancies occurring for any reason other 
than removal without cause (which the AEP Charter does not currently permit), may be filled by vote of 
the board of directors. If the number of directors then in office is less than a quorum, any newly created 
directorships and vacancies may be filled by vote of a majority of the directors then in office. Under the 
A E P  Bylaws, vacancies in the board may be filled by the board at any meeting. 

vacancies, including those due to removal without cause, and newly created directorships may be filled by .. 

Dissenters’ Rights of Appraisal 

rights upon a merger or consolidation of the corporation effected pursuant to the DGCL if the holder 
In certain circumstances, Section 262 of the DGCL entitles a stockholder to exercise its appraisal -. 
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complies with the requirements of Section 262 thereof. Appraisal rights are available under Section 262 of 
the DGCL if holders of shares in a constituent company which shares are listed on a national securities 
exchange are required by the terms of the merger to accept consideration other than shares of stock of the 
surviving corporation, shares of stock of any corporation listed on a national securities exchange, 
designated, as a national market system security on an interdealer quotation system by the National 
Association of Securities Dealers, Inc. or held of record by more than 2,000 stockholders or cash in lieu of 
fractional shares. 

Stockholders of CSW are not entitled to appraisal rights under the DGCL in connection with the 
Merger because AEP Shares are listed on the NYSE and holders of CSW Shares are not required upon 
consummation of the Merger to exchange such shares for any consideration other than AEP Shares or cash 
in lieu of fractional shares. 

The NYBCL grants dissenters’ rights to shareholders (Le., the right to cash payment of the fair value 
of one’s shares determined by judicial appraisal) in the case of a merger or consolidation, a sale, lease, 
exchange or other disposition of all or substantially all of the corporation’s assets, any share exchange in 
which the corporation is participating as a subject corporation (but only those shareholders whose shares 
have been acquired), and (in the case of a shareholder whose shares are adversely affected thereby) certain 
amendments to the certificate of incorporation, as the case may be. The NYBCL provides that dissenters’ 
rights are not available to a shareholder in a merger or consolidation that receives shares that are listed on 
a national securities exchange or designated as a national market system security. The NYBCL, in 
determining the “fair value” for payment of shares, mandates that the court consider the nature of the 
transaction and its effect on the corporation and its shareholders, and the concepts and methods of 
valuation then customary in the relevant financial and securities markets. 

AEP shareholders are not entitled to appraisal rights under the NYBCL in connection with the 
Merger, because they are retaining their AEP Shares and the Charter Amendment does not cause the 
AEP shareholders to be adversely affected. 

Business Combination Statutes 

In 1988, Delaware enacted a statute designed to provide Delaware corporations with limited protec- 
tion against hostile takeovers. The takeover statute, which is codified in Section 203 of the DGCL 
(“Section 203”), in general, provides that a person or entity that owns 15% or more of the outstanding 
voting stock of a Delaware corporation (an “Interested Stockholder”) may not consummate a merger or 
other business combination transaction with such corporation at any time during the three-year period 
following the date such person or entity became an Interested Stockholder, unless an exemption described 
below is applicable. The term “business combination” is defined broadly to cover a wide range of 
corporate transactions including mergers, sales of assets, issuances of stock, transactions with subsidiaries 
and the receipt of disproportionate financial benefits. 

The statute exempts the following transactions from the requirements of Section 203: (i) any business 
combination if, prior to the time a person became an Interested Stockholder, the board of directors 
approved either the business combination or the transaction which resulted in the stockholder becoming 
an Interested Stockholder, (ii) any business Combination involving a person who acquired at least 85% of 
the outstanding voting stock in the transaction in which he or she became an Interested Stockholder, with 
the number of shares outstanding calculated without regard to those shares owned by the corporation’s 
directors who are also officers or by certain employee stock plans, and (iii) any business combination with 
an Interested Stockholder that is approved by the board of directors and by a two-thirds vote of the 
outstanding voting stock not owned by the Interested Stockholder. The CSW Charter does not contain an 
election, as permitted by Delaware law, to be exempt from the requirements of Section 203. 

Under Section 912 of the NYBCL (“Section 912”), a corporation is generally prohibited from 
engaging in certain business combinations (as defined by the statute to include certain mergers and 
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consolidations, dispositions of assets and issuances of securities, as well as certain other transactions) with 
an interested stockholder (as defined by the statute generally 10 include holders of 20% or more of the 
outstanding stock of the corporation) for a period of five years following the date that such stockholder 
became an interested stockholder, unless certain exemptions, including the business combination or the 
purchase of stock by means of which the interested shareholder became such is approved by the 
corporation’s board of directors in advance of such stock purchase, or unless the interested shareholder 
was the beneficial owner of 5% or more of the corporation’s outstanding voting stock on October 30,1985, 
and remains so until becoming an interested shareholder. 

Neither Section 203 nor Section 912 are applicable to the Merger and the transactions contemplated 
by the Merger Agreement. 

“Anti-Greenmail” 

T h e  NYBCL provides that no domestic corporation may purchase or agree to purchase more than 
10% of its stock from a shareholder who has held the shares for less than two years at any price which is 
higher than the market price unless such transaction is approved by both the corporation’s board of 
directors and a majority of the votes of all outstanding shares entitled to vote thereon at a meeting of 
shareholders unless the certificate of incorporation requires a greater percentage or the corporation offers 
to purchase shares from all the holders on the same terms. The DGCL contains no similar provision. 

Stock Exchange Listings 

NYSE. 
CSW Shares are listed on the NYSE and Chicago Stock Exchange. AEP Shares are listed on the 
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THE MERGER AGREEMENT 

The following is a brief summary of the material provisions of the Merger Agreement, which appears 
as Annex I to this Joint Proxy Statement/Prospectus and is incorporated herein by reference. Such 
summary is.qualified in its entirety by reference to the Merger Agreement. 

The Merger 

The Merger Agreement provides that, following the approval and adoption of the Merger Agreement 
by the holders of CSW Shares and the approval of certain related matters by the holders of AEP Shares 
and the satisfaction or waiver of the other conditions to the Merger, Sub will be merged with and into 
CSW, and CSW will continue as the Surviving Corporation and CSW will be a wholly-owned subsidiary of 
AEI? 

If the conditions to the Merger are satisfied or waived, the parties will file with the Secretary of State 
of the State of Delaware a duly executed certificate of merger, and the Merger will become effective upon 
the filing and acceptance thereof or at such date thereafter as is provided in the certificate of merger. 

CSW Shares outstanding at the Effective Time will be converted into AEP Shares, as described under 
“THE MERGER - Merger Consideration”. With regard to the treatment of fractional share interests, 
see “THE MERGER - Fractional Shares”. 

Representations and Warranties 

The Merger Agreement contains various representations and warranties of each of CSW and AEP 
relating to, among other things, (i) its organization and similar corporate matters; (ii) its capitalization; 
(iii) the authorization, execution, delivery, performance and enforceability of the Merger Agreement; 
(iv) the specification of the permits and orders required from governmental authorities for the execution, 
delivery and performance of the Merger Agreement; (v) the absence of conflicts, violations and defaults 
under any law, regulations or order, its charter and bylaws and certain other agreements and documents 
with respect to its execution, delivery and performance of the Merger Agreement; (vi) the documents and 
reports filed by it with the SEC and other governmental authorities and the accuracy of the information, 
including the financial statements, contained therein; (vii) the absence of certain changes and events; 
(viii) the material permits and orders from governmental authorities required to conduct its business, 
including its nuclear facilities; (ix) its litigation and compliance with laws; (x) its ownership of common 
stock of the other party; (xi) employee benefit plans, (xli) its taxes, (xiii) certain environmental matters, 
(xiv) its affiliates; ( A i )  the opinion of its financial advisor; (xviii) its brokers or investment bankers 
involved in the transactions; and (xix) the vote required of its stockholders to consummate the Merger. The 
representations and warranties of CSW and AEP also extend in many respects to their respective 
subsidiaries and, in the case of AEP, Sub joins in the representations and warranties of AEF! The 
representations and warranties expire at the Effective Time. 

Certain Covenants, Conduct of Business Prior to the Merger 

Each of CSW and AEP has agreed that, prior to the Effective Time, uiiless 
expressly contemplated by the Merger Agreement or otherwise consented to in writing by the other, it will 
and will cause its subsidiaries (i) to operate its business in the usual and ordinary course consistent with 
past or then current industry practices; (ii) to use all commercially reasonable efforts to preserve 
substantially intact its business organization, to maintain its rights and franchises, to retain the sexvices of 
its respective key employees and to maintain its relationships with its respective customers and suppliers; 
(iii) to maintain and keep its properties and assets in as good repair and condition as at present, ordinary 
wear and tear excepted, and to maintain supplies and inventories in quantities consistent with its customary 
business practice; and (iv) to use all commercially reasonable efforts to keep in full force and effect 
insurance and bonds comparable in amount and scope of coverage to that currently maintained; (v) to use 

Business Maintenance. 
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all commercially reasonable efforts to maintain in effect all existing orders and permits relating to its 
operations and timely to apply for any additional orders and permits that are or will be required for its 
current or currently planned operations; and (vi) to consult with each other on a frequent and reasonable 
basis in order to ensure compliance with the covenants in the Merger Agreement and othenvise as 
necessary to consummate the Merger (subject to retention of discretion and control by each over its own 
affairs). The foregoing covenants exclude any matters that, individually or in the aggregate, could not 
reasonably be expected to have a change or effect that is material and adverse to the business, condition 
(financial or otherwise) or results of operations or prospects of such party and its subsidiaries taken as a 
whole (a “Material Adverse Effect”). 

CSW has agreed that, prior to the Effective Time, subject to certain exceptions 
and unless expressly contemplated by the Merger Agreement or otherwise consented to in writing by AEP, 
it will not do, and will not permit any of its subsidiaries to do, any of the following: 

Negative Covenants. 

except to the extent required by existing agreements and subject to certain other limited exceptions, 
(a) increase the compensation payable to or to become payable to any director or executive officer; 
(b) grant any severance or termination pay; (c) amend or otherwise modify the terms of any 
outstanding options, warrants or rights, the effect of which would be to make such terms more 
favorable to the hoiders thereof; (d) take any action to accelerate the vesting of any outstanding 
stock options; (e) amend or take any other actions to increase the amount or accelerate the 
payment or vesting of any benefit under any benefit plan; or ( f )  contribute, transfer or otherwise 
provide any cash, securities or other property to any grantee, trust, escrow or other arrangement 
that has the effect of providing assets for benefits payable pursuant to any termination or severance 
agreement; 

subject to certain limited exceptions, (a) enter into any employment or severance agreement with 
any director, officer or employee or (b) establish, adopt or enter into any new benefit plan; 

declare or pay any dividend on, or make any other distribution in respect of, outstanding shares of 
capital stock of CSW or certain of its subsidiaries, except for dividends declared and paid on the 
CSW Shares at approximately the same times and at a rate per share not to exceed the rate per 
share as declared and paid during the year ended December 31, 1997, intercompany dividends and 
distributions and dividends paid with respect to outstanding preferred stock of CSW subsidiaries; 

redeem, purchase or acquire, or offer to purchase or acquire, any outstanding equity securities of 
CSW or certain of its subsidiaries, except (a) as required by the terms of any outstanding equity 
securities, (b) in connection with the refunding or refinancing of preferred equity securities at a 
lower cost of funds, (c) in connection with open market purchases of CSW Shares to fund up to $10 
million in any fiscal year of acquisitions not prohibited by the Merger Agreement, (d) as required to 
administer existing employee benefit, direct stock purchase and dividend reinvestment plans and 
(e) pursuant to certain other limited exceptions; 

3, c; 

. split, combine or reclassify any of the CSW Shares or effect any recapitalization of CSW, 

offer, sell, issue or grant, or authorize the offering, sale, issuance or grant, of any Equity Securities, 
except issuances of CSW Shares issuable upon exercise of outstanding stock options and preferred 
stock of any CSW subsidiary to finance investments or capital contributions not prohibited by the 
Merger Agreement or to refinance existing preferred stock or indebtedness obligations of such 
subsidiary and subject to certain other limited exceptions; 

grant any lien with respect to any shares of capital stock of, or other equity interest in, any 
significant subsidiary of CSW owned by CSW or a subsidiary of CSW, 

acquire or agree to acquire any business or other entity, or otherwise acquire or agree to acquire 
any assets of any other person, except acquisitions of assets and businesses related to the core i’ 
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domestic and U.K. regulated businesses in which CSW is currently engaged (the “Core Business”) if 
the fair market value of the consideration paid therefor does not exceed 105% of the amount 
currently budgeted for such acquisitions and except for certain specified permitted transactions; 

except for certain specified permitted transactions and the disposition of assets other than genera- 
tion assets and inventories in the ordinary course of business and ceFtain legal requirements, sell-or 

- otherwise dispose of, or grant any lien with respect to, any of its material assets; 

adopt any amendments to its charter or bylaws that could reasonably be expected to have a Material 
Adverse Effect on the ability of CSW to perform its obligations under the Merger Agreement; 

change any of its significant accounting policies or take certain actions with respect to taxes; 

except in connection with certain specified permitted transactions or as required by law, incur any 
material obligation for borrowed money or purchase money indebtedness, other than drawings 
under existing or renewed credit lines, debt securities issued by subsidiaries to finance investments 
and capital expenditures permitted by the Merger Agreement and indebtedness incurred in the 
ordinary course of business; 

unless required by the terms thereof, release any third party from its obligations under any existing 
standstill provisions under a confidentiality or other agreement; 

except in connection with certain specified permitted transactions or as required by law, enter into 
any material contracts with any person (other than customers and vendors in the ordinary course of 
business) that provides for an exclusive arrangement or is substantially more restrictive or substan- 
tially less advantageous than existing material contracts of CSW, 
except in connection with certain specified permitted transactions or as required by law, make 
capital and non-fuel operational and maintenance expenditures relating to the Core Business in 
excess of 105% of the amount currently budgeted for such expenditures; 

except pursuant to existing legal obligations, make, or commit to make, any investments in, or loans 
or capital contributions to, or guarantee any obligations of, any joint venture in excess of 105% of 
the amount currently budgeted therefor by CSW; or 

agree in writing or otherwise to do any of the foregoing. 

AEP has agreed that, prior to the Effective Time, subject to certain exceptions and unless expressly 
contemplated by the Merger Agreement or otherwise consented to in writing by CSW, it will not do, and 
will not permit any of its subsidiaries to do, any’of the following: 

except to the extent required by existing agreements and subject to certain other limited exceptions, 
(a) increase the compensation payable to or to become payable to any director or executive officer; 
(b) grant any severance or termination pay; (c) amend or otherwise modify the terms of any 
outstanding options, warrants or rights, the effect of which would be to make such terms more 
favorable to the holders thereof; or (d) amend or take any other actions to increase the amount or 
accelerate the payment or vesting of any benefit under any benefit plan; 

subject to certain limited exceptions, (a) enter into any employment or severance agreement with 
any director, officer or employee or (b) establish, adopt or enter into any new benefit plan; 

declare or pay any dividend on, or make any other distribution in respect of, outstanding shares of 
capital stock of AEP or certain of its subsidiaries, except for dividends declared and paid on the 
AEP Shares at approximately the same times and at a rate per share not less than the rate per share 
as were declared and paid during the year ended December 31, 1997, intercompany dividends and 
distributions and dividends paid with respect to outstanding preferred stock of AEP subsidiaries; 
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redeem, purchase or acquire, or offer to purchase or acquire, any outstanding equity securities of 
AEP or certain of its subsidiaries, except (a) as required by the terms of any outstanding equity 
securities, (b) in connection with the refunding or refinancing of preferred equity securities at a 
lower cost of funds, (c) in connection with open market purchases of AEP Shares to fund up to $10 
million in any fiscal year of acquisitions not prohibited by the Merger Agreement, (d) as required to 
. administer existing employee benefit, direct stock purchase and dividend reinvestment plans and (e) 
pursuant to certain other limited exceptions; 

split, combine or reclassify any of the AEP Shares or effect any recapitalization of AEP; 
offer, sell, issue or grant, or authorize the offering, sale, issuance or grant, of any equity securities, 
except issuances of AEP Shares not in excess of 10% of the amount currently outstanding, AEP 
Shares issuable upon exercise of outstanding stock options and preferred stock of any AEP 
subsidiary to finance investments or capital contributions not prohibited by the Merger Agreement 
or to refinance existing preferred stock or indebtedness obligations of such subsidiary and subject to 
certain other limited exceptions; 

grant any lien with respect to any shares of capital stock of. or other equity interest in, any 
significant subsidiary of AEP owned by AEP or a subsidiary of AEP; 

acquire or agree to acquire any business or other entity, or otherwise acquire or agree to acquire 
any assets of any other person, except acquisitions of assets and businesses related to the energy 
sector if the fair market value of the consideration paid therefor does not exceed $2.5 billion in the 
aggregate (reduced by the amount expended for capital expenditures (other than relating to the 
core domestic and U.K. regulated businesses in which AEP is currently engaged (the “AEP Core 
Business”)) and with respect to certain joint ventures as permitted by the Merger Agreement); 

except for the disposition of assets other than generation assets and inventories in the ordinary 
course of business, divestitures of non-AEP Core Business and, except as required by law, sell or 
otherwise dispose of, or grant any lien with respect to, any of its material assets; 

adopt any amendments to its charter or bylaws that could reasonably be expected to have a Material 
Adverse Effect on the ability of AEP to perform its obligations under the Merger Agreement; 

change any of its significant accounting policies or take certain actions with respect to taxes; 

except as required by law, incur any material obligation for borrowed money or purchase money 
indebtedness, other than drawings under existing or renewed credit lines, debt securities issued by 
subsidiaries to finance investments and capital expenditures permitted by the Merger Agreement, 
indebtedness not in excess of $2.0 billion in the aggregate (in addition to the aggregate amount 
currently budgeted by AEP for indebtedness) and indebtedness incurred in the ordinary course of 
business; 

unless required by the terms thereof, release any third party from its obligations under any existing 
standstill provisions under a confidentiality or other agreement; 

except as required by law, enter into any material contracts with any person (other than customers 
and vendors in the ordinary course of business) that provides for an exclusive arrangement or is 
substantially more restrictive or substantially less advantageous than eldsting material contracts of 
AEP; 

except in connection with AEP Core Business or as required by law, make capital expenditures 
relating to the Core Business in excess of $2.5 billion less the amounts expended in connection with 
acquisitions and joint ventures as permitted by the Merger Agreement; 

except pursuant to existing legal obligations, make, or commit to make, any investments in, or loans 
or capital contributions to, or guarantee any obligations of, any joint venture in excess of $2.5 billion 

I. . 
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a (reduced by the amounts expended for capital expenditures (other than with respect to the AEP 
Core Business)) and acquisitions as permitted by the Merger Agreement; or 

agree in writing or otherwise to do any of the foregoing. 

Access to Business of Other Party. During the pendency of the Merger Agreements, AEP and CSW 
each has agreed to afford, and to cause its subsidiaries to afford, to the other party and its representatives 
reasonable access at reasonable times to the officers, employees, agents, properties, offices and other 
facilities of such party and its subsidiaries and to such party’s and such party’s subsidiaries’ books and 
records. Each of them also has agreed to furnish, and to cause its subsidiaries to furnish, to the other party 
and its representatives such information concerning the business, properties, contracts, records and 
personnel of such party and its subsidiaries as may be reasonably requested. If the Merger Agreement is 
terminated in accordance with its terms, a party that has received information pursuant to the Merger 
Agreement is obliged to return or destroy such information within ten days after a request therefor by the 
other party. All information furnished by either party pursuant to the Merger Agreement is subject to a 
confidentiality agreement executed and delivered by AEP and CSW prior to negotiation of the Merger 
Agreement. 

Acquisition Proposals 

In the Merger Agreement, AEP and CSW each have agreed that neither it nor any of its subsidiaries 
nor any of the officers and directors of it or its subsidiaries will, and have agreed to use its best efforts to 
cause its and its subsidiaries’ employees, agents and representatives (including any investment banker, 
attorney or accountant retained by it or any of its subsidiaries) not to, directly or indirectly, initiate, solicit, 
encourage or otherwise facilitate (including by way of furnishing information) any inquiries or the making 
of any Acquisition Proposal (defined below), or to directly or indirectly have any discussion with or provide 
any confidential information or data to any person relating to an Acquisition Proposal, or engage in any 
negotiations concerning an Acquisition Proposal, or otherwise facilitate any effort or attempt to make or 
implement an Acquisition Proposal or accept an Acquisition Proposal. AEP and CSW have agreed in the 
Merger Agreement that nothing contained in the Merger Agreement will prevent either AEP or CSW or 
their respective Boards of Directors from (A) complying with Rule 14e-2(a) promulgated under the 
Securities Exchange Act of 1934 (the “Exchange Act”), with regard to an Acquisition Proposal; (B) in 
response to an unsolicited bona fide written Acquisition Proposal by any Person, recommending such an 
unsolicited bona fide written Acquisition Proposal to its stockholders, or withdrawing or modlfying in any 
adverse manner its approval or recommendation of the Merger Agreement; or (C) engaging in any 
discussions or negotiations with, or providing any information to, any person in response to an unsolicited 
bona fide written Acquisition Proposal by any such person, if and only to the extent that, in any such case 
as is referred to in clause (B) or (C) of this sentence, (i) the AEP shareholders’ approval of the Share 
Issuance and the Charter Amendment or the CSW stockholders’ approval of the Merger, as the case may 
be, shall not have been obtained, (ii) the Board of Directors of AEP or CSW, as the case may be, concludes 
in good faith that such Acquisition Proposal (x) in the case of clause (B) of this sentence would, if 
consummated, constitute a Superior Proposal (defined below) or (y) in the case of clause (C) above could 
reasonably be expected to constitute a Superior Proposal, (iii) the Board of Directors of AEP or CSW, as 
the case may be, determines in good faith upon the basis of written advice of outside legal counsel that 
such action is necessary to act in a manner consistent with its fiduciaIy duties under applicable law, 
(iv) prior to providing any information or data to any person in connection with an Acquisition Proposal by 
any such person, such Board of Directors receives from such person an executed confidentiality agreement 
containing customary terms and provisions and (v) prior to providing any information or data to any 
person or entering into discussions or negotiations with any person, such Board of Directors notifies the 
other party immediately of such inquiries, proposals or offers received by, any such information requested 
from, or any such discussions or negotiations sought to be initiated or continued with, any of its 

92 

130 

Attachment I 
Page 99 of 215 

KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
Iteni No. 4 



F h  

t,. . representatives indicating, in connection with such notice. the name of such person and the material terms 
and conditions of any proposals or offers. 

As used in this Joint Proxy StatementProspectus, the term ‘Acquisition Proposal” includes, with 
respect to AEP or CSW, the making of any proposal or offer with respect to a merger, reorganization, 
share exchange, consolidation, business combination, recapitalization, liquidation, dissolution or similar 
transaction involving, or any purchase or sale of all or any significant portion of the assets or 10% or more 
of the equity securities of, such party or any of its subsidiaries that, in any such case, could reasonably be 
expected to interfere with the completion of the Merger or the other transactions contemplated by the 
Merger Agreement. As used in this Joint Proxy Statement,Trospectus, the term “Superior Proposal” 
includes, with respect to AEP or CSW, a bona fide written Acquisition Proposal which the Board of 
Directors of AEP or the CSW, as the case may be, concludes in good faith (after consultation with its 
financial advisors and legal counsel), taking into account all legal, financial, regulatory and other aspects of 
the proposal and the person making the proposal, (i) would, if consummated, reiult in a transaction more 
favorable to the shareholders of AEP or CSW, as the case may be, from a strategic and financial point of 
view, than the transactions contemplated by the Merger Agreement and (ii) is reasonably capable of being 
completed (provided that for purposes of this definition, the reference to “10%” in the definition of 
“Acquisition Proposal” shall be deemed to be a reference to ‘30%” and “Acquisition Proposal” shall only 
be deemed to refer to a transaction involving A€P or CSW, as the case may be, or with respect to assets 
(including the shares of any subsidiary of AEP or CSW) of AEP or CSW, as the case may be, and its 
Subsidiaries, taken as a whole, and not any of its subsidiaries alone). 

Certain Post-Merger Matters 

Once the Merger is consummated, Sub will cease to exist as a corporation, and CSW. as the Surviving 
Corporation, will succeed to all of the assets, rights and obligations of Sub. 

Pursuant to the Merger Agreement, the charter and the bylaws of CSW, as in effect immediately prior 
to the Effective Time, will be the charter and bylaws of the Surviving Corporation until amended as 
provided therein and pursuant to the DGCL. 

Board of Directors and Officers of Surviving Corporation 

In the Merger Agreement, AEP and CSW have agreed that the Board of Directors of AEP following 
the Merger will consist of 15 members and will be reconstituted to include all then current board members 
of AEP, Mr. E.R. Brooks (the Chairman of CSW) and four additional outside directors of CSW to be 
nominated by UP. 

Stock Based Compensation and Employee Benefit Plans 

The Merger Agreement provides that at the Effective Time, automatically and 
without any action on the part of the holder thereof, each CSW stock option will be assumed by AEP and 
will become an option to purchase AEP Shares. The number of shares of AEP Shares subject thereto will 
be obtained by multiplying the number of CSW Shares previously subject thereto (without regard to any 
vesting schedule) by the Exchange Ratio, and the exercise price per share of AEP Shares will be obtained 
by dividing the exercise price per share of CSW Shares stated therein by the Exchange Ratio. Otherwise, 
the terms and conditions of such CSW options will remain the same. 

Based on the CSW stock options outstanding at the CSW Record Date and assuming none of such 
CSW stock options are exercised prior to the Effective Time, AEP will be required at the Effective Time to 
reserve an aggregate of 700,000 shares of AEP Shares for issuance upon exercise of CSW stock options 
assumed by AEP pursuant to the Merger. 

Stock Options. 
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The assumption by AEP of the CSW stock options pursuant to the Merger Agreement will not affect 
the vesting schedule of any such Shares. The CSW Incentive Plan provides that upon a Change of Control, 
as defined therein, including the closing of a Merger following which the stockholders of CSW own less 
than 75%,of the surviving entity, outstanding stock options will be fully exercisable as of the date of the 
Chinge of Control. For information as to the holdings of CSW stock options by directors and executive 
officers of CSW, see “THE MERGER-Interests of Certain Persons in the Merger-ownership of CSW 
Shares; Stock Options.” In addition, the Change in Control Agreements also provide for the acceleration 
of CSW Shares granted to parties to such Change in Control Agreements. For information regarding the 
effect of the Change in Control Agreements on options held by those executive officers of CSW who are 
parties to the Change in Control Agreements, see “THE MERGER-Interests of Certain Persons in the 
Merger-CSW Long-Term Incentive Plan and Change in Control Agreements.” 

Certain types of stock-based compensation other than stock 
options are outstanding under the CSW Incentive Plan, LTIP and the CSW Director’s Plan. AEP has 
agreed to assume the LTIP and the CSW Director’s Plan with respect to any stock-based compensation 
payable in the form of CSW Shares as a result of the Merger (“Other Compensation”) and to substitute 
AEP Shares under such assumed Other Compensation (the “Assumed Other Compensation”). The 
number of shares of AEP Shares issuable with respect to assumed Other Compensation will be the number 
of whole AEP Shares which the holder of the Other Compensation would have received upon consumma- 
tion of the Merger if the Other Compensation had been paid in full immediately prior to the Merger. 

AEP will continue the CSW employee benefit plans from the Effective 
Time through July 1, 2002, without adverse change except that (a) any CSW Share investment fund 
maintained under any plan will be replaced by an AEP Share investment fund or traditional investment 
fund as determined by AEP, (b) premiums under the CSW medical, dental, life, accidental death and 
dismemberment and disability insurance plans may be increased (other than with respect to participants 
who had retired from CSW or its subsidiaries prior to 1993 or their survivors), and (c) changes required by 
law may be made. AEP has agreed that after July 1, 2002, it will provide employees of CSW and its 
subsidiaries with employee benefits that are in the aggregate as least as favorable as the employee benefits 
provided to similarly situated employees of AEP and its subsidiaries and, if any AEP employee benefit 
plan is provided to employees of CSW and its subsidiaries, the AEP employee benefit plan will recognize 
such employees’ service with CSW and its subsidiaries for all purposes, including the accrual of benefits 
and the eligibility to receive benefits. AEP has also agreed that no earlier than July 1, 2002, AEP will 
merge the Central and South West Corporation Cash Balance Retirement Plan (the “CSW Cash Balance 
Plan”) with a defined benefit pension plan of AEP or its subsidiaries, and that the retirement benefit for 
employees of CSW and its subsidiaries who become participants in the merged plan will be determined 
under the AEP pension plan formula for all years of service, but such benefit will not be less than such 
employees’ benefit accrued under the CSW Cash Balance Plan immediately prior to the plan Merger, plus 
the benefit determined under the AEP pension plan formula for years of service beginning after the plan 
Merger. AEP has agreed that if the employees of CSW and its subsidiaries become participants in a health 
plan of AEP or its subsidiaries, AEP will waive all pre-existing condition limitations with respect to such 
employees and, if such participation is effective other than on the first day of a calendar year, such 
employees will receive credit for-any co-payments and deductibles incurred by such employees in the same 
calendar year under the CSW medical plan. 

From and after July 1, 2002, AEP will provide access to retiree 
medical and life insurance coverage to any employee or director of CSW and its subsidiaries who retires or 
becomes disabled prior to July 1,2002, and who was eligible for retiree medical and life insurance coverage 
under the CSW plans in effect on the date of such employee or director’s retirement or termination. AEP 
will also continue the retiree medical and life insurance coverage for employees or directors who retired or 
became disabled prior to 1993 without adverse change to such employees or directors. Further, AEP will 
provide medical coverage without adverse change to employees who become disabled before July 1,2002, 

Other Stock-Based Cornpensation. 

Separate Company Plans. 

Retiree and Disabilify Benefits. 
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as long as such employees satisfy the requirements of the Central and South West Corporation System v-  

Employees’ Disability Income Plan on the date of such employees’ retirement or termination. 

Certain Nonquulifid Arrangements. AEP will maintain the Central and South West System Special 
Executive Retirement Plan (the “SEW’)  and the Central and South West Corporation Executive 
Deferred Compensation Plan (the “DCP”) from and after the Effective Time until July 1, 2002, without 
adverse change to any employee until all benefits are paid out in accordance with the plans, but no 
deferrals WiIl be permitted under the DCP after the Effective Time. If the SERP or the Central and South 
West Corporation Executive Deferred Savings Plan (the “DSP”) is terminated or otherwise discontinued 
after July 1,2002, AEP will make available to the class of employees of CSW and its subsidiaries that was 
eligible to participate in the S E W  and the DSP any nonqualified deferred compensation plans that AEP 
maintains to supplement the AEP qualified employee benefit plans and the employees’ service with CSW 
and its subsidiaries will be recognized for all purposes under such plans. Further, AEP’s supplemental 
plans will assume the obligation of the S E W  or DSP to pay the accrued benefits thereunder at the time of 
any texmination or discontinuance of the SERP or DSP. 

Conditions to the Consummation of the Merger 

The respective obligations of AEP and CSW to consummate the Merger are subject to the satisfaction 
of the following conditions, any or all of which may be waived in writing by CSW and AEP, in whole or in 
part, to the extent permitted by applicable law; (i) the Registration Statement shall have been declared 
effective by the SEC under the Securities Act, no stop order suspending the effectiveness of the 
Registration Statement shall have been issued by the SEC and no proceedings for that purpose shall have 
been initiated by the SEC; (ii) the Merger Agreement shall have been approved and adopted by the 
requisite vote of the shareholders of CSW and the Share Issuance and the Charter Amendment shall have 
been approved and adopted by the stockholders of AEP; (iii) no court or governmental authority shall 
have enacted, issued, promulgated, enforced or entered any law, regulation or order (whether temporary, 
preliminary or permanent) that is in effect and that has the effect of making the Merger illegal or 
otherwise prohibiting consummation of the Merger; (iv) all judgments, orders or decrees of any court or 
governmental authority (“Orders”) necessary for the consummation of the Merger shall have been 
obtained and shall have become Final Orders (as defined below) and no Final Orders shall impose terms 
or conditions or qualifications that, individually or in the aggregate, could reasonably be expected to have a 
Material Adverse Effect on the combined companies; (v) AEP and CSW shall each have been advised in 
writing on the closing date by its independent public accountants that the Merger will quallfy as a pooling 
of interests transaction in accordance with generally accepted accounting principles and the applicable 
SEC regulations; (vi) the AEP Shares to be issued pursuant to the Merger shall have been listed, subject to 
official notice of issuance, on the NYSE; and (vii) there shall not have occurred and remain in effect a 
Divestiture Event (as defined below) with respect to AEP or CSW. For the purposes of this Joint Proxy 
StatemenVProspectus, a “Final Order” is defined as an Order that has not been reversed, stayed, enjoined, 
set aside, annulled or suspended, with respect to which any waiting period prescribed by law before the 
Merger may be consummated has expired (but without the requirement for expiration of any applicable 
rehearing or appeal period) and as to which all conditions to the consummation of the Merger prescribed 
by law, regulation or order have been satisfied, and “Divestiture Event” is defined as the adoption of a law 
or the issuance by a governmental authority of any regulation or order that requires the divestiture of a 
substantial portion of the generating assets of CSW or AEF’! 

The obligation of AEP to effect the Merger is also subject to the satisfaction at or prior to the 
Effective Time of the following conditions, any or all of which may be waived in writing by AEP, in whole 
or in part, to the extent permitted by applicable law; (i) each of the representations and warranties of CSW 
contained in the Merger Agreement shall be true and correct in all material respects as of the date of the 
Merger Agreement and as of the closing as though made again as of the closing (except for representations 
and warranties that expressly speak only as of a specific date or time other than the date of the Merger 
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Agreement or the closing date which need only be true and correct as of such date); and (ii) CSW shall 
have performed or complied in all material respects with all agreements and covenants required by the 
Merger Agreement to be performed or complied with by it on or prior to the closing date. For purposes of 
clause (i), no representation or warranty of CSW shall be deemed to be untrue as a res& of the 
occurrence of a Divestiture Event or any change or effect arising out of any foreign, federal or state . 

legislative ‘or regulatory action with respect to (a) the regulation or deregulation of the electric utility 
industry or (b) health or environment, including the conservation or protection of the environment. 

The obligation of CSW to effect the Merger is also subject to the satisfaction at or prior to the 
Effective Time of the foLIowing conditions, any or all of which may be waived in writing by CSW, in whole 
or in part, to the extent permitted by applicable law: (i) each of the representations and warranties of AEP 
and Sub contained in the Merger Agreement shall be true and correct in all material respects as of the date 
of the Merger Agreement and as of the closing as though made again as of the closing (except for 
representations and warranties that expressly speak only as of a specific date or time other than the date of 
the Merger Agreement or the closing date which need only be true and correct as of such date); and (ii) 
AEP and Sub shall have performed or complied in all material respects with all agreements and covenants 
required by the Merger Agreement to be performed or complied with by them on or prior to the closing 
date. For purposes of clause (i), no representation or warranty of AEP shall be deemed to be untrue as a 
result of the occurrence of a Divestiture Event or any change or effect arising out of any foreign, federal or 
state legislative or regulatory action with respect to (a) the regulation or deregulation of the electric utility 
industry or (b) health or environment, including the conversation or protection of the environment. 

There can be no assurance that all of the conditions to the Merger will be satisfied. 

Termination 

The Merger Agreement may be terminated at any time prior to the Effective Time, whether before or 
after the required vote of the shareholders of AEP or CSW (a) by mutual written consent of AEP and 
CSW, (b) by AEP or CSW (such party, the “Terminating Party”), upon two business days’ prior written 
notice to the other (the “Breaching Party”), upon a breach of any representation, warranty, covenant or 
agreement on the part of the Breaching Party made in the Merger Agreement or if any representation or 
warranty of the Breaching Party shall have become untrue, in either case such that the Terminating Party’s 
conditions to effecting the Merger would not be satisfied, subject to a cure period under certain 
circumstances; (c) by either CSW or AEP, upon two business days’ prior written notice to the other, if there 
shall occur any Divestiture Event except that no such termination shall be permitted so long as the 
Divestiture Event is capable of being vacated, lifted or reversed prior to the Termination Date (as defined 
below) through the exercise of commercially reasonable efforts; (d) by either AEP or CSW, upon two 
business days’ prior written notice to the other, if there shall be any law or regulation issued or adopted or 
any order which is fmal and non-appealable preventing the consummation of the Merger, subject to a 
limited exception; (e) by either AEP or CSW, by written notice to the other, if the Merger shall not have 
been consummated before December 31, 1999 (the “Termination Date”); provided, howme< that the 
Merger Agreement may be extended by written notice to a date not later than June 30,2000 if the Merger 
shall not have been consummated as a result of CSW, AEP or Sub’s having failed by December 31,1999 to 
satisfy the condition of obtaining the required regulatory approvals or the condition requiring the absence 
of a Divestiture Event described above in clauses (iii) and (iv), respectively, under “Conditions to the 
Consummation of the Merger” and provided that the right to terminate the Merger Agreement under the 
provision described in this clause (e) will not be available to any party whose failure to fulfill any obligation 
under the Merger Agreement has been the cause of, or resulted in, the failure of the Effective Time to 

Merger Agreement shall fail to receive the requisite vote for approval and adoption by the stockholders of 
CSW or the Share Issuanceand Charter Amendment shall fail to receive the requisite vote for approval 

-and adoption by the stockholders of AEP; (g) by AEP or CSW, at any time prior to, in the case of AEP 

occur on or before such date; ( f )  by either AEP or CSW, upon two business days’ prior written notice, if the 
” -  
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receipt of shareholders’ approval of the Share Issuance and the Charter Amendment, and in the case of 
CSW, receipt of CSW stockholders’ approval of the Merger Agreement, upon two business days’ prior 
written notice to the other, if the Board of Directors of AEP or CSW, as the case may be, shall approve a 
Superior Proposal; provided, however, that (1) such party shall have complied with the covenant regarding 
Acquisition Proposals described above under “The Merger Agreement-Acquisition Proposals”, (2) the 
Board of Directors of AEP or CSW, as the case may be, shall have concluded in good faith, after giving 
effect to all concessions which may be offered in negotiations entered into pursuant to clause (4) below, on 
the basis of the advice of its financial advisors and outside counsel, that such proposal is a Superior 
Proposal, (3) the Board of Directors of AEP or CSW, as the case may be, shall have concluded in good 
faith, after receipt of written advice of outside counsel, that notwithstanding all concessions which may be 
offered by the other party in negotiations entered into pursuant to clause (4) below, such action is 
necessary for the Board of Directors to act consistent with its fiduciaq duties: and (4) prior to any such 
termination, AEP or CSW, as the case may be, will, and will cause its respective financial and legal advisors 
to, negotiate with the other to make such adjustments in the terms and conditions of the Merger 
Agreement as would enable AEP or CSW, as the case may be, to proceed with the transactions 
contemplated therein on such adjusted terms; (h) by AEP or CSW, upon two business days’ prior written 
notice to the other, if the Board of Directors of the other party or any committee thereof (1) shall 
withdraw or modify in any manner adverse to the Terminating Party its approval or recommendation of, in 
the case of the Board of Directors of CSW, the Merger Agreement and in the case of the Board of 
Directors of AEP, the Charter Amendment and the Share Issuance, (2) shall fail to reaffirm such approval 
or recommendation upon the Terminating Party’s request, (3) shall approve or recommend any Superior 
Proposal or (4) shall resolve to take any of the actions specified in clause (l), (2) or (3); and (i) by either 
AEP or CSW, by written notice to the other, if (1) a third party acquires securities representing greater 
than 50% of the voting power of the outstanding voting securities of the other party or (2) individuals who 
as of the date hereof constitute the board of directors of such other party (together with any new directors 
whose election by such board of directors or whose nomination for election by the stockholders of such 
party was approved by a vote of a majority of the directors of such party then still in office who were either 
directors as of the date of the Merger Agreement or whose election or nomination for election was 
approved prior to the Merger Agreement) cease for any reason to constitute a majority of the Board of 
Directors of such other party then in office. 

Subject to limited exceptions, including the survival of the parties’ agreements to pay certain fees and 
reimburse expenses to the other under certain circumstances, as discussed below, in the event of the 
termination of the Merger Agreement, the Merger Agreement shall become void, there shall be no liability 
on the part of AEP, Sub or CSW (or any of their respective officers and directors) to the other, and all 
rights and obligations of the parties thereto shall cease, except that no party will be relieved from its 
obligations with respect to any breach of the Merger Agreement. 

Expenses and Fees 

All expenses incurred by AEP, Sub and CSW will be borne by the party incurring such expenses; 
provided, however; that the allocable share of AEP and Sub, as a group, and CSW for all expenses related to 
printing, mailing and filing this Joint Proxy Statementmrospectus and all SEC and other regulatory filing 
fees incurred in connection with -the Registration Statement or this Joint Proxy Statement/Prospectus shall 
be borne one-half each; andprovideci, fwther; h a t  AEP may, at its option, pay any expenses of CSW that 
are solely and directly related to the Merger. 

If the Merger Agreement is terminated pursuant to the provision described above in clause (g) under 
“Termination” (“Clause (g)”), pursuant to the provision described above in clause (b) under “Termina- 
tion” (“Clause @)”), pursuant to the provision described above in clause (h) under “Termination” 
(“Clause (h)”) or pursuant to the provision described above in clause (i) under “Termination” (“Clause 
(i)”), then the breaching party or party whose Board of Directors has exercised its fiduciary out as 
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described under Clause (g) or changed its recommendation or the party whose stock has been acquired or 
whose Board of Directors has changed, as the case may be, shall promptly (but not later than five business 
days after notice of the amount due is received) pay to the other party, as liquidated damages and expense 
reimbursement, an amount equal to $20 million (the “Termination Fee”). 

- If (i) the Merger Agreement is terminated pursuant to (A) the provision described above in clause 
(e) under “Termination”, (B) Clause (g), (C) the provision descn’bed above in clause ( f )  under “Termina- 
tion”, (D) Clause (h) or (E) Clause (b); and (ii) at the time of such termination (or in the case of clause 
(i)(C) of this sentence, prior to the meeting of such party’s shareholders) there shall have been an 
Acquisition Proposal involving CSW or AEP (as the case may be, the “Tatget Party”) or any of its a.€€iliates 
which, at the time of such termination (or such meeting, as the case may be), shall not have been (x) 
rejected by the %get Party and its Board of Directors and (y) withdrawn by the third party; and (iu) within 
eighteen months of any such termination described in clause (i) above, the ’Eirget Party or any of its 
affiliates becomes a subsidiary of such offeror or a subsidiary of an affiliate of such offeror or accepts a 
written offer or enters into a written agreement to consummate or consummates an Acquisition Proposal 
with such offeror or an affiliate thereof, then such Target Party (jointly and severally with its affiliates), 
upon the signing of a definitive agreement relating to such Acquisition Proposal, or, if no such agreement 
is signed, then at the closing (and as a condition to the closing) of such Target Party’s becoming such a 
subsidiary or of such Acquisition Proposal, shall pay CSW or AEP, as the case may be, a termination fee 
equal to $225 million (the “Topping Fee”) plus Expenses (as defined below) of such party not in excess of 
$20 million (“Out-of-Pocket Expenses”). If the Merger Agreement is terminated by CSW or AEP pursuant 
to Clause (i), then CSW or AEP, as the case may be, shall pay immediately the terminating party the 
Topping Fee plus Out-of-Pocket Expenses. 

As used in this Joint Proxy StatementProspectus, the term “Expenses” includes all reasonable out-of- 
pocket expenses (including all fees and expenses of counsel, accountants, investment bankers, experts and 
consultants to a party hereto and its affiliates) incurred by a party or on its behalf in connection with or 
related to the authorization, preparation, negotiation, execution and performance of the Merger Agree- 
ment, the preparation, printing, filing and mailing of the Registration Statement, this Joint Proxy 
StatementProspectus, the solicitation of stockholder approvals and all other matters related to the 
consummation of the transactions contemplated by the Merger Agreement. 

If termination fees are payable pursuant to the termination provisions contained in the Merger 
Agreement, the aggregate amount payable to either AEP or CSW and each of their respective affiliates 
will not exceed $245 million (including Expenses). 

Amendment and Waiver 

The Merger Agreement may be amended by the parties thereto by action taken by or on behalf of 
their respective Boards of Directors at any time prior to the Effective Time, provrded, however; that after 
approval of the Merger by the stockholders of CSW, no amendment may be made that would alter or 
change the type of consideration into which each share of CSW Shares will be converted pursuant to the 
Merger Agreement upon consummation of the Merger, alter or change any term of the certificate of 
incorporation of CSW to be affected by the Merger or alter or change any of the terms and conditions that 
would adversely affect the holders of any class or series of CSW securities. A n y  such amendment to the 
Merger Agreement must be set forth in a writing signed by AEP, Sub, ‘and CSW. At any time prior to the 
Effective Time, any party to the Merger Agreement may (i) extend the time for the performance of any of 
the obligations or other acts of the other party thereto, (ii) waive any inaccuracies in the representations 
and warranties of the other party contained therein or in any document delivered pursuant thereto and 
(iii), to the extent permitted by law, waive compliance by the other party with any of the agreements or 
conditions contained therein. Any such extension or waiver shall be valid only if set forth in a writing 
signed by the party or parties to be bound by such extension or waiver. 
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Indemnification 

The Merger Agreement provides that, for a period of six years after the Effective Time, (i) the 
certificate of incorporation and bylaws of the Surviving Corporation (which will contain indemnification 
provisions substantially equivalent to the current provisions in the CSW Charter and Bylaws) as in effect 
immediately.following the Effective Time shall not be amended to reduce or limit the rights of indemnity 
afforded to the present and former directors and officers of CSW thereunder or as to the ability of the 
Surviving Corporation to indemnify such persons or to hinder, delay or make more difficult the exercise of 
such rights of indemnity or the ability to indemnlfy with respect to any claims made against such persons 
arising from their service in such capacities; and (ii) AEP shall cause to be maintained in effect the current 
policies of directors’ and officers’ liability insurance maintained by CSW (or substitute policies under 
certain circumstances) with respect to claims arising from facts or events that occurred before the Effective 
Time; provided, however; that in no event shall AEP or the Surviving Corporation be required to expend 
more than 200% of the current annual premiums paid by CSW for such insurance. 
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REGULATORY APPROVALS 

Set forth below is a summary of the material regulatory requirements affecting the Merger. Additional 
consents from or notifications to governmental agencies may be necessary or appropriate in connection 
with the Merger. 

Under the Merger Agreement, AEP and CSW have agreed to use all commercially reasonable efforts 
to obtain any permits, orders and other governmental authorizations necessary, proper or advisable to 
consummate and make effective the transactions contemplated by the Merger Agreement. While AEP, 
CSW and their subsidiaries believe that they will receive the requisite regulatory approvals of the Merger, 
including favorable ratemaking treatment, there can be no assurance as to the timing of such approvals, 
the ability to obtain such approvals or that such approvals will contain satisfactory terms and conditions. It 
is a condition to the consummation of the Merger that final orders from the various federal and state 
commissions described above necessary for the consummation of the Merger and other transactions 
contemplated by the Merger Agreement have been obtained and do not impose terms, conditions or 
qualifications that, individually or in the aggregate, could reasonably be expected to have a materia1 
adverse effect on the combined company. There can be no assurance that any such approvals will be 
obtained or, if obtained, will not contain terms, conditions or qualifications that cause such approvals to 
fail to satisfy such condition to the consummation of the Merger or that such orders will not be appealed 
by intervenors to the appropriate courts, 

Antitrust Considerations 

The HSR Act and the rules and regulations thereunder provide that certain transactions (including 
the Merger) may not be consummated until certain information has been submitted to the Antitrust 
Division of the Department of Justice (“Antitrust Division”) and the Federal Trade Commission (the 
‘ ‘FK”)  and the specified HSR Act waiting period requirements have been satisfied. AEP and CSW will 
provide their respective premerger notifications pursuant to the HSR Act. The expiration or earlier 
termination of the HSR Act waiting period would not preclude the Antitrust Division or the F I T  from 
challenging the Merger on antitrust grounds. Neither AEP nor CSW believes that the Merger will violate 
federal antitrust laws. If the Merger is not consummated within 12 months after the expiration or earlier 
termination of the initial HSR Act waiting period, AEP and CSW must submit new information to the 
Antitrust Division and the FIT, and a new HSR Act waiting period must expire or be earlier terminated 
before the Merger may be consummated. 

1935 Act 

In connection with the Merger, AEP and CSW are required to obtain SEC approval under various 
sections of the 1935 Act (including Sections 6(a) and 9(a), which govern certain issuances of securities and 
certain acquisitions of securities, utility assets or an interest in any other business by any company in a 
registered holding company system). AEP and CSW will file a joint application to the SEC seeking the 
necessary approvals under the 1935 Act. 

Under the standards applicable to transactions subject to approval pursuant to Section 9(a) of the 
1935 Act, the SEC is directed to approve the Merger unless it finds that (i) the Merger would tend towards 
detrimental interlocking relations or a detrimental concentration of control, (ii) the consideration to be 
paid in connection with the Merger is not reasonable, (iii) the Merger would unduly complicate the capital 
structure of the applicant’s holding company system or would be detrimental t o  the proper functioning of 
the applicant’s holding company system, or (iv) the Merger would violate applicable state law. To approve 
the proposed Merger, the SEC also must find that the Merger would tend towards the development of an 
integrated public utility system and would otherwise conform to the 1935 Act’s integration and corporate 

. simplification standards. 
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Atomic Energy Act 

CSW, through its wholly-owned subsidiary CPL, owns a 25.2% interest in the South Texas Project, a 
two-unit nuclear electric generating station. The South Texas Project is operated by the STP Nuclear 
Operating Company (“STP Operating”), a Texas non-profit corporation, which is jointly-owned by CPL 
and the other owners of the South Texas Project. CPL holds NRC licenses with respect to its ownership 
interests in the South Texas Project and STP Operating. Section 184 of the Atomic Energy Act provides 
that no license may be transferred, assigned or in any manner disposed of, directly or indirectly, through 
transfer of control of any license to any person, unless the NRC finds that the transfer is in accordance with 
the provisions of the Atomic Energy Act and gives its consent in writing. CPL will seek approval from the 
NRC for transfer of control of its NRC licenses as a result of the merger of its parent, CSW, with a 
subsidiary of AEI? After the Merger, CPL, as an operating utility subsidiary of @P, will continue to own 
the identical pre-Merger interests in the South Texas Project and STP Operating. 

Federal Power Act 

Section 203 of the Federal Power Act provides that no public utility may sell or otherwise dispose of its 
jurisdictional facilities, directly or indirectly merge or consolidate its facilities with those of any other 
person, or acquire any security of any other public utility, without first having obtained authorization from 
the FERC. AEP and CSW will file a joint application with the FERC seeking approval of the Merger. 
Under Section 203 of the Federal Power Act, the FERC will approve a merger if it finds the merger to be 
“consistent with the public interest.” 

Under the FERC’s 1996 Utility Merger Policy Statement, if one or more state commissions with 
regulatory jurisdiction over a Merger applicant’s retail rates lacks the authority to approve a merger, and 
raises concerns at the FERC regarding the effect of the proposed merger on state regulation, the FERC 
may hold a hearing to address the issue. AEP has advised that it does not believe that formal approval of 
the Merger is required by the state commissions with jurisdiction over its utility subsidiaries, i.e., the 
Indiana, Kentucky, Ohio, Michigan, Tennessee, Virginia and West Virginia commissions. 

Communications Act 

CSW, itself or through one or more subsidiaries, holds various radio licenses subject to the jurisdiction 
of the FCC under Title I11 of the Communications Act. Under Section 310 of the Communications Act, no 
station license may be assigned or transferred, directly or indirectly, except upon application to and 
approval by the FCC. AEP and CSW intend to file applications with the FCC seeking approval for the 
transfer of control of these licenses as a result of the Merger. 

Arkansas Commission 

CSW’s wholly-owned subsidiary, S W P C O ,  is subject to the jurisdiction of the Arkansas Commission. 
Pursuant to Section 23-3-306(b) of the Arkansas Statutes, Arkansas Commission approval is required 
before any person may merge with or otherwise acquire control of a domestic public utility. AEF’, CSW and 
S W P C O  will seek Arkansas Commission approval of the Merger. 

The Arkansas Commission must approve a merger application unless it finds that one or more of five 
adverse circumstances would result from the transaction. The circumstances include an adverse effect on 
the public utility’s existing obligations or the quality of service, a reduction in competition for the provision 
of utility services within the state, and an adverse effect on the financial condition of the public utility. 

Louisiana Commission 
. 

CSW’s wholly-owned Subsidiary, SWEPCO, is subject to the jurisdiction of the Louisiana Commis- 
sion. Pursuant to Louisiana Statutes Section 45:1164, the Louisiana Commission is granted general 

[ .: 

r- - 

101 
139 



supervisory authority over public utilities operating in the state and, under this authority, the Louisiana 
Commission has held that its approval or non-opposition is required prior to the sale, lease, merger, 
consolidation, stock transfer, or-any other change of control or ownership of a public utility subject to its 
jurisdiction. AEP, CSW and SWEPCO will seek Louisiana Commission approval of, or non-opposition to, 
the Merger. 

-The Louisiana Commission reviews merger applications pursuant to an 18 factor test that generally 
relates to the impact of the transaction on competition, the financial condition of the utility, quality of 
service, public health and safety, employment, and other similar “public interest” matters. 

Oklahoma Commission 

CSW’s wholly-owned subsidiary, PSO, is subject to the jurisdiction of the Okalahoma Commission. 
The Oklahoma statutes concerning mergers and acquisitions of public utilities are substantially identical to 
the sections of the Arkansas Statutes discussed above. Thus, Oklahoma Commission approval is required 
before any person may merge with or otherwise acquire control of an Oklahoma public utility; and the 
Oklahoma Commission is required to approve such merger or acquisition of control unless it finds that the 
transaction will result in one or more of a list of adverse circumstances, which are substantially identical to 
the adverse circumstances listed above with respect to Arkansas. AEP, CSW and PSO will seek the 
approval of the Oklahoma Commission consistent with these requirements. 

Texas Commission 

Three of CSW’s wholly-owned subsidiaries, CPL, SWEPCO and WTU, are subject, to the jurisdiction 
of the Texas Commission. Pursuant to Section 14.101 of the ,Texas Utilities Code, each transaction 
involving the sale of at least SO percent of the stock of a public utility must be reported to the Texas 
Commission within a reasonable time. AEP, CSW, CPL, SWEPCO and WTU will report the Merger to the 
Texas Commission for its review. 

In reviewing a transaction involving the sale of at least 50 percent of the stock of a Texas utility, the 
Texas Commission is required to determine whether the action is consistent with the public interest, taking 
into consideration factors such as the reasonable value of the property, facilities, or securities to be 
acquired, disposed of, merged, transferred, or consolidated, and whether the transaction will adversely 
affect the health or safety of customers or employees, result in the transfer of jobs of Texas citizens to 
workers domiciled outside of Texas, or result in the decline of service. If the Texas Commission determines 
that a transaction is not in the public interest, it may take the effect of the transaction into consideration in 
ratemaking proceedings and disallow the effect of such transaction if such transaction will unreasonably 
affect rates or service. 

Affiliate Contracts 

In connection with the Merger, AEP, CSW and their subsidiaries will need to enter into or amend 
agreements related to the provision by affiliates of the combined companies of various services, including 
management, supervisory, construction, engineering, accounting, legal, financial or similar services. The 
approval or non-opposition of certain state regulatory commissions and the SEC is required with respect to 
the creation or amendment of certain inter-affiliate agreements. AEP, CSW and their subsidiaries will file 
such agreements with the appropriate state regulatory commissions and the SEC. 

Other Regulatory Matters 

CSW and its subsidiaries have obtained from various regulatory authorities certain franchises, permits 
and licenses which may need to be renewed, replaced or transferred as a result of the Merger, and 
approvals, consents or notifications may be required in connection with such renewals, replacements or 
transfers. 
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AEP’s operating utility companies are subject to the jurisdiction of utility regulatory commissions in 
the states of Indiana, Kentucky, Michigan, Ohio, Tennessee, Virginia and West Virginia. On January 16, 
1998, the Public Utilities Commission of Ohio opened a docket regarding the Merger and the Kentucky 
Public Service Commission (the “Kentucky Commission”), by letter, requested that AEP file an applica- 
tion for the Kentucky Commission’s approval of the Merger. On March 13, 1998, after having received a 
response from AEP, the Executive Director of the Kentucky Commission sent a letter to AEP indicating, 
based on its analysis of the information provided to date, that the Merger would require prior Kentucky 
Commission approval, but stating that if AEP is aware of any controlling case law to the contrary, the issue 
would be revisited. AEP believes that the approval of the utility regulatory commissions in these states is 
not required to consummate the Merger. 

Regulatory commissions of states where AEP’s and CSW’s utility subsidiaries operate may intervene 
in the federal regulatory proceedings. In addition, such regulatory commissions regulate the rates charged 
to utility customers within their jurisdictions. In approving rates, each state may take into account savings 
resulting from, and other effects of, the Merger. 
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CERTAIN LITIGATION 

Two,lawsuits have been filed in Delaware state court seeking to enjoin the Merger. CSW and each of 
its directors have been named as defendants in both cases. The first suit, Robert Lewis v. William R. Howell, 
et al., alleges that the CSW Rights Plan, approved by the CSW Board on September 27, 1997 and which 
became effective on December 19, 1997, constitutes a “poison pill” precluding acquisition offers and 
resulting in a heightened fiduciary duty on the part of the CSW Board to pursue an auction-type sale 
process to obtain the best value for CSW stockholders. The second suit, Robert Lewis and Mar Grill v. Glen 
Eigs,  et al., alleges that the Merger is unfair to CSW stockholders in that it does not recognize the 
underlying intrinsic value of CSW’s assets and its future profitability. This second suit also seeks an 
auction-type sale process. CSW believes that both suits are without merit and intends to defend them 
vigorously. 

THE AEP MEETING-ADDITIONAL MATTERS 

Election of Directors 

Eleven directors are to be elected at the AEP Meeting to hold office until the next annual meeting 
and until their successors have been elected. The By-Laws of AEP provide that the number of directors of 
AEP shall be such number, not less than 9 nor more than 17, as shall be determined from time to time by 
resolution of AEP’s Board of Directors. 

On December 17, 1997, AEP’s Board of Directors adopted a resolution increasing the number of 
directors constituting the entire Board from 12 to 13, and elected Dr. Kathryn D. Sullivan to fill the 
vacancy thus created. In addition, on January 28, 1998, AEP’s Board of Directors adopted a resolution 
reducing the number of directors from 13 to 11, effective on the date of the AEP Meeting. 
Messrs. DeMaria and Maloney, each currently a director, will be retiring from the Board and not standing 
for reelection. 

The 11 nominees named on pages 105-107 were selected by AEP’s Board of Directors on the 
recommendation of the Committee on Directors of the Board. The proxies named on the proxy card or 
their substitutes will vote for the Board’s nominees, unless instructed otherwise. Shareholders may 
withhold authority to vote for any or all of such nominees on the proxy card. Except for Dr. Sullivan, who is 
standing for election for the first time, all of the Board’s nominees were elected by the shareholders at the 
1997 annual meeting. It is not expected that any of the nominees will be unable to stand for election or be 
unable to serve if elected. In the event that a vacancy in the slate of nominees should occur before the 
meeting, the proxies may be voted for another person nominated by AEP’s Board of Directors or the 
number of directors may be reduced accordingly. 

The following brief biographies of the nominees include their principal occupations, ages on the date 
of this Joint Proxy StatementProspectus, accounts of their business experience and the names of certain 
companies of which they are directors. Data with respect to the number of AEP Shares and stock-based 
units beneficiallypwned by each of them appears on page 117. 
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Nominees For Director 
John F? DesBarres 
In wstorlConsultont, 
Rancho Pabs &des, California 
Age 58 
Director since April 1997 
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Received an associate degree in electrical engineering from 
Worcester Junior College in 1960 and completed the 
Harvard Business School Program for Managem-ent Devel- 
opment in 1975 and the Massachusetts Institute of Technol- 
ogy Sloan School Senior Executive Program in 1984. Joined 
Sun Company (petroleum and natural gas) in 1963, holding 
various positions until 1979. when he was elected president 
of Sun Pipe Line Company (1979-1988) (crude oil prod- 
ucts). Chairman. president and chief executive officer of 
Sante Fe Pacific Pipelines, Inc. (1988-1991) (petroleum 
products pipeline). President and chief executive officer 
(1991-1995) and chairman (1992-1995) of Transco Energ). 
Company (natural gas). A director of Texas Eastern Prod- 
ucts Pipeline Company. wh'ich is the general partner of 
TEPPCO Partners, L.l? 

- ., . 

E. Linn Draper, Jr. Received his B A dnd B.S (chemical engineering) degrees 
from Rice Universit) in 1964 and 196.5, respectively. and Chairman, Presidenr and Chief fieaitir e 

Cygicer of and Corpororlo,l, Ph.D. (nuclear engineering) in 1970 trom Cornell Univer- 
sify Joined Gulf Statcs L'tilitieb Company, an unaffiliated 
electric utility. in 1979 Chairman of the board, president orher major Cornpan) rubsidiones 
and chief executive officer ot Gulf States (1987-1992) 

Age 56 Elected president of AEP and president and chief operar- 
Director since 1992 ing officer of AEP Service Corporation in March 1992 and 

ch,tirman of the board and chief executive otficer of AEP 
and all of its major subsidiaries in  April 1993 A director ot 

and Ereclitil,e Officer ofn, ,  

BCP Management. Inc.. which is the general partner of 
Borden Chemicals and Plastics L.P.. and CellNet Data Sys- Q .:.. 

tems. Inc. 

Robert M. Duncan 

Director and Tmstee, 
Columbus. Ohio 
Age 70 

Director since 1985 

Received his B.S. and J.D. from The Ohio State University 
in 1948 and 1952. respectively. After TWO years in the 
private practice of law, held a series of governmental legal 
positions culminating in service as a judge for the U.S. 
District Court for the Southern District of Ohio, a position 
held from 1974 to 3985. Private practice of law (198-5-1991). 
Vice president and general counsel, The Ohio State Uni- 
versity (1992-1994). A trustee of Nationwide Investing 
Foundation, Nationwide Investing Foundation 11, Nation- 
wide Separate Account Trust and Financial Horizons 
Investment Trust. 

Robert W. Fri 

Directoor, National 
Museum of Norural Histoy 
(Smithsoninn Inrritution), 
Washington, D.C. 

Age 62 

Director since 1995 

Holds a B.A. from Rice University and an M.B.A. from 
Harvard Business School. Associated with McKinsey & 
Company, Inc., management consulting firm, from 1963 to 
1971 and again from 1973 to 1975, being elected a principal 
in the firm in 1968. From 1971 to 1973, served as first 
Deputy Administrator of the Environmental Protection 
Agency, becoming Acting Administrator in 1973. Was first 
Deputy and then Acting Administrator of the Energy 
Research and Development Administration from 197.5 to 
1977. From 1978 to 1986 was President of Energy Transi- 
tion Corporation. President and director of Resources for 
the Future (non-profit research organization) from 1986 to 
1995 and became senior fellow emeritus in 1996. Assumed 
his present position with the National Museum of Natural 
History in 1996. A director of Hagler Bailly, Inc. r' - 
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Lester A. Hudson, Jr. 

Chauman, H&E Assacutes. 
Greenvdle, South C a m h  

Age 58 
Director since 1987 

Received a B.A. from Furman University in 1961. an 
M.B.A. from the University of South Carolina in 1965 and 
Ph.D. (industrial management) from Clemson University in 
1997. Joined Dan River Inc. (textile fabric manafacturer) in 
1970 and was elected president and chief operating officer 
in 1981 and chief executive officer in 1987. Resigned from 
Dan River in 1990. Joined WundaWeve Carpets, Inc. (car- 
pet manufacturer) as chairman, president and chief execu- 
tive officer in 1990. Chairman of WundaWeve in 1991. Vice 
chairman of WundaWeve (1993-1995). Chairman, H&E 
Associates (investment firm) in 1995. A director of Ameri- 
can National Bankshares Inc. and Greenville Hospital Sys- 
tem Foundation. Business Strategy Instructor. Clemson 
University. 

Received his B.B.A. in 1954 and M.B.A. in 1955 from the 
University of Michigan. Joined Arthur Andersen LLP 
(accounting and consulting firm) in 1957 and became a 
partner in 1968, specializing in the electric and telecommu- 
nications industries. Worldwide Director Energy and Tele- 
communications (1985-1995). Retired in 1995. Intrrna- 
tional energy consultant to his former firm and other global 
companies. A director of Schweitzer-Mauduit Interna- 
tional, Inc. 

Angus E. Peyton 

Partner, Brown & Peyron, 
aitorneys, Charleslon, 
West Virginia 

Age 71 
Director since 1978 

Graduated from Princeton University in 1949 and received 
his LL.B. from the University of Virginia in 1952. Served as 
an assistant attorney general of West Virginia (1956-1957). 
as chairman of the West Virginia Industrial Development 
Authority, and as West Virginia Commerce Commissioner 
(1965-1969). Formed his present law firm in 1969. A direc- 
tor of One Valley Bancorp of West Virginia, Inc. 

Donald G. Smith 

Chairman of the Board, Resident, Chief 
Executive Oficer and Treasurer of Roanoke 
Electric Steel Corporation, 
Roanoke, Virginia 

Age 62 

Director since 1994 

Joined Roanoke Electric Steel Corporation (steel manufac- 
turer) in 1957. Held various positions with Roanoke Elec- 
tric Steel before being named president and treasurer in 
1985, chief executive officer in 1986 and chairman of the 
board in 1989. 
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Linda Gillespie Stuntz 

Partner; Stun= & Davis, PC.. 
attorneys, Washinqon, D.C. 

Age 43 

Director since 1993 

Holds an A.B. from Wittenberg University (1976) and J.D. 
from Harvard Law School (1979). Private practice of law 
(1979-1981). U.S. House of Representatives, Committee on 
Energy and Commerce: Associate Minority Counsel, Sub- 
committee. on Fossil and Synthetic Fuels (1981-1986) and 
Minority Counsel and Staff Director (1986- 1987). Private 
practice of law (1987-1989). U.S. Department of Energy 
(1989-1993): Acting Deputy Secretary (Januaty 1992-July 
1992) and Deputy Secretary (July 1992-January 1993). 
Returned to the private practice of law in March 1993. A 
director of Schlumberger Limited. Member, Advisory 
Council, Electric Power Research Institute. 

Kathryn D. Sullivan 

President and Chief 
fiecurive Wct-6 
COS1 Columbus. 
Columbus, Ohio 

Age 46 

Director since December 1997 

Received her B.S. from the University of California and 
Ph.D. from Dalhousie University. NASA space shuttle 
astronaut (3978-1993). Chief Scientist at the National 
Oceanic and Atmospheric Administration (1993- 1Y96). 
Became president and chief executive officer of COS1 
Columbus (science museum) in 1996. US. Naval Reserve 
Officer. 

Morris Tanenbaum 

Vice Presidenl. ,Vationla1 Acarleni! 
of Engineering, 
Shon Hillr. New Jersq 

Age 69 

Director since 1989 

Graduated from The Johns Hopkins University in 1949 
with a B.A. in chemistry and received a Ph.D. in physical 
chemistry in 1952 from Princeton University. Joined Bell 
Telephone Laboratories in 1952 and held various positions 
with AT&T companies. Became vice chairman of the board 
of AT&T in 1986 and chief financial officer in 1988. Retired 
in 1991. A director of Cabot Corporation. A trustee of 
Massachusetts Institute of Technology, associate trustee of 
Battelle Memorial Institute, trustee emeritus of The Johns 
Hopkins University and honorary trustee of The Brooking 
Institution. 

Dr. Draper and Messrs. Peter J. DeMaria and G.P. Maloney are directors of Appalachian Power 
Company, Columbus Southern Power Company, Indiana Michigan Power Company, Kentucky Power 
Company and Ohio Power Company (all of which are subsidiaries of AEP with one or more classes of 
publicly held preferred stock or debt securities) and other subsidiaries of AEP. Dr. Draper and 
Messrs. DeMaria and Maloney are also directors of AEP Generating Company, a subsidiary of AEP. 

Functions of AEPs Board of Directors and Committees 
Under New York law, AEP is managed under the direction of AEP's Board of Directors. The Board 

establishes broad corporate policies and authorizes various types of transactions, but it is not involved in 
day-to-day operational details. During 1997, the Board held eight regular and two special meetings. The 
Board has six standing committees, the functions of which are described in the following paragraphs. 

The Audit Committee consists of Messrs. DesBarres, Duncan, Fn, Hudson and Peyton. The Audit 
Committee oversees, and reports to the Board concerning, the general policies and practices of AEP and 
its subsidiaries with respect to accounting, financial reporting, and internal auditing and financial controls. 
It also maintains a direct exchange of information between the Board and AEP's independent accountants 
and reviews possible conflict of interest situations involving directors. During 1997 the Audit Committee 
held four meetings. 

The Committee on Directors consists of Messrs. Duncan, Fn, Hudson and Kujawa and Ms. Stuntz. The 
Committee on Directors is responsible for: (i) recommending the size of the Board within the boundaries 
imposed by the By-Laws; (ii) recommending selection criteria for nominees for election or appointment to 
the Board; (iii) conducting independent searches for qualified nominees and screening the qualifications of 
candidates recommended by others; and (iv) recommending to the Board for its consideration one or more 
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nominees for appointment to fill vacancies on the Board as they occur and the slate of nominees for 
election at the annual meeting. During 1997 the Committee on Directors held two meetings. 

The Committee on Directors will consider shareholder recommendations of candidates to be nomi- 
nated as directors of AEP. All such recommendations must be in writing and addressed to the Secretary of 
AEP. By accepting a shareholder recommendation for consideration, the Committee on Directors does not 
undertake to adopt or take any other action concerning the recommendation, or to give the proponent its 
resons  for not doing so. 

The Corporate Public Policy Committee consists of Messrs. DesBarres, Duncan, Fri, Hudson, Kujawa, 
Peyton and Smith, Ms. Stuntz and Drs. Sullivan and Tanenbaum. The Corporate Public Policy Committee 
is responsible for examining AEP’s policies on major public issues affecting the AEP System, as well as 
established System policies which affect the relationship of AEP and its subsidiaries to their service areas 
and the general public; for reporting periodically and on request to the Board and providing recomnienda- 
tions to the Board on such policy matters; and for counseling the management of the AEP System on any 
such policy matters presented to the Committee for consideration and study. During 1997 the Corporate 
Public Policy Committee held two meetings. 

The Executive Committee consists of Drs. Draper and Tanenbaum and Mr. Peyton. It is empowered to 
exercise all the authority of AEP’s Board of Directors, subject to certain limitations prescribed in the By- 
Laws, during the intervals between meetings of the Board. Meetings of the Executive Committee are 
convened only in extraordinary circumstances. The Executive Committee did not meet during 1997. 

The Finance Committee consists of Messrs. Kujawa, Peyton and Smith, Ms. Stuntz and 
Dr. Tanenbaum. The Finance Committee monitors and reports to the Board with respect to the capital 
requirements and financing plans and programs of AEP and its subsidiaries including, among other things, 
reviewing and making such recommendations as it considers appropriate concerning the short and long- 
term financing plans and programs of AEP and its subsidiaries and the implementation of the same. 
During 1997 the Finance Committee held four meetings. 

The Human Resources Commirtee consists of Messrs. DesBarres, Hudson and Smith and 
Dr. Tanenbaum. The Human Resources Committee is responsible for: (i) reviewing the salaries and other 
compensation and benefits provided to members of the Board who are officers of AEP or employees of 
any of its subsidiaries, and recommending to the Board for approval the amount of salary, compensation 
and benefits to be paid to such persons each year; (ii) reviewing management proposals concerning 
salaries, compensation and benefits to be paid to senior officers of AEP Service Corporation; 
(iii) reviewing and making recommendations to the Board with respect to the compensation of directors; 
(iv) evaluating AEP’s hiring, development, promotional and succession planning practices for those 
management positions described in (ii) above; and (v) periodic review of AEP’s overall affirmative action 
performance. During 1997 the Human Resources Committee held four meetings. 

During 1997, except for Dr. Sullivan, no incumbent director attended fewer than 75% of the aggregate 
of the total number of meetings of AEP’s Board of Directors and the total number of meetings held by all 
Committees on which he or she served. Dr. Sullivan missed one of two Board meetings after she was 
elected a director, an unscheduled special meeting. 

Directors Compensation and Stock Ownership Guidelines 

Annual Retainers and Meeting Fees. Directors who are officers of AEP or employees of any of its 
subsidiaries do not receive any compensation, other than their regular salaries and the accident insurance 
coverage described below, for attending meetings of AEP’s Board of Directors of AEF? The other 
members of the Board receive an annual retainer of $23,000 for their services, an additional annual 
retainer of $3,000 for each Committee that they chair, a fee of $1,000 for each meeting of the Board and of 
any Committee that they attend (except a meeting of the Executive Committee held on the same day as a 
Board meeting), and a fee of $1,000 per day for any inspection trip or conference (except a trip or 
conference on the same day as a Board or Committee meeting). 

The Deferred Compensation and Stock Plan for Non- 
Employee Directors permits non-employee directors to choose to receive up to 100 percent of their annual 
Board retainer in AEP Shares and/or units that are equivalent in value to AEP Shares (“Stock Units”), 
deferring receipt by the non-employee director until termination of service or for a period that results in 
payment commencing not later than five years thereafter. AEP Shares are distributed and/or Stock Units 
.are credited to directors, as the case may be, when the retainer is payable, and are based on the closing 
price of the AEP Shares on the payment date. Amounts equivalent to cash dividends on the Stock Units 
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p??b+ accrue as additional Stock Units. Payment of Stock Unks to a director from deferrals of the retainer and 5; .:: 
The Stock Unit Accumulation Plan for Non-Employee Directors 

awards 300 Stock Units to each non-employee director as of the first day of the month in which the non- 
employee director becomes a member of the Board, and annually thereafter, up to a maximum of 3,000 
Stock Units for each non-employee director. Amounts equivalent to cash dividends on the Stock Units 
actrue as additional Stock Units. Stock Units credited to a non-employee director’s account as a result of 
the annual awards and dividend credits are forfeitable on a pro rata basis for each full month that service 
as a director is less than 60 months. Stock.Units are paid to the director in cash upon termination of service 
unless the director has elected to defer payment for a period that results in payment commencing not later 
than five years thereafter. 

AEP maintains a group 24-hour accident insurance policy to provide a $1,000,000 
accidental death benefit for each director (three-year premium was $15,750). The current policy will expire 
on September 1, 2000, and AEP expects to renew the coverage. In addition, AEP pays each director 
(excluding officers of AEP or employees of any of its subsidiaries) an amount to provide for the federal 
and state income taxes incurred in connection with the maintenance of this coverage (approximately $350 
annually). 

AEP‘s Board of Directors considers stock ownership in AEP by 
management to be of great importance. Such ownership enhances management’s commitment to the 
future of AEP and further aligns management’s interests with those of AEP’s shareholders. In keeping 
with this philosophy, the Board has adopted minimum stock ownership guidelines for non-employee 
directors. The target for each non-employee director is 2,000 shares of AEP Shares and/or Stock Units. 
with such ownership to be acquired by December 31,2000 for directors in office on January 1,1997, and by 
the end of the fifth year of service for directors joining the Board after this time. For further information as 
to the guidelines for U P ’ S  executive officers, see the “Board Human Resources Committee Report on 
Executive Compensation” below under the caption “Stock Ownership Guidelines.” 

. :-L’ dividend credits is made in cash or AEP Shares, or a combination of both, as elected by the director. - 
Stock Unit Accumulation Plan. 

Insurance. 

. .  

. Stock Ownership Guidelines. 

Other Matters 
The directors and officers of AEP and its subsidiaries are insured, subject to certain exclusions, 

against losses resulting from any claim or claims made against them while acting in their capacities as 
directors and officers. The American Electric Power System companies are also insured, subject to certain 
exclusions and deductibles, to the extent that they have indemnified their directors and officers for any 
such losses. Such insurance is provided by Associated Electric & Gas Insurance Services, CNA, Energy 
Insurance Mutual, The Federal Insurance Company and Great American Insurance Company, effective 
January 1, 1998 through December 31, 1998, and pays up to an aggregate amount of $150,000,000 on any 
one claim and in any one policy year. The total annual premium for the five policies is $1,274,413. 

Fiduciary liability insurance provides coverage for American Electric Power System companies, their 
directors and officers, and any employee deemed to be a fiduciary or trustee, for breach of fiduciary 
responsibility, obligation, or duties as imposed under the Employee Retirement Income Security Act of 
1974, as amended. This coverage, provided by The Federal Insurance Company, Zurich Insurance 
Company and Executive Risk Indemnity, Inc., was renewed, effective July 1, 1997 through June 30, 2000. 
for a premium of $402,658. It provides $100,000,000 of aggregate coverage with a $500,000 deductible for 
each loss. 

Approval of Auditors 
On the recommendation of the Audit Committee, AEP’s Board of Directors has appointed the 

accounting firm of Deloitte & Touche UP as independent auditors of AEP for the year 1998, subject to 
approval by the shareholders at the annual meeting. Deloitte & Touche LLP is considered to be the firm 
best qualified to perform this important function because of its ability and the familiarity of its personnel 
with AEP’s affairs. It and predecessor firms have been AEP’s auditors since 1911. Approval of this 
proposal requires the affirmative vote of holders of a majority of the shares present in person or by proxy 
at the meeting. The AEP Board of Directors has endorsed this appointment and it is recommending 
approval of this proposal by the AEP shareholders. 

Fees billed by Deloitte & Touche UP for auditing and other professional services rendered to the 
Company and its subsidiaries during 1997 were $2,914,000. 

Representatives of Deloitte & Touche LLP will be present at the meeting and will have an opportunity 
to make a statement if they desire to do so. They also will be available to answer appropriate questions;. 

I, 

, .  

. . 
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Executive Compensation 
The following table shows for 1997, 1996 and 1995 the compensation earned by the chief executive 

officer and the four other most highly compensated executive officers (as defined by regulations of the 
SEC) of AEP at December 31, 1997. 

Summary Compensation- TaMe 
Annual 

Comwnsation 

Name and Principal Position 

E. Linn Draper, Jr. - Chairman of the 
board, president and chief executive 
officer of AEP and the Service 
Corporation; chairman and chief 
executive officer of other subsidiaries 

Peter J. DeMaria - Controller and 
director of AEP; vice chairman of the 
board of the Service Corporation; vice 
president, controller and director of 
other subsidiaries 

G. I? Maloney - Vice president, secretary 
and director of AEP; vice chairman of 
the board of the Service Corporation; 
vice president and director of other 
subsidiaries 

president and director of the Service 
Corporation; president, chief operating 
officer and director of other subsidiaries 

James J. Markowsky - Executive vice 
president - power generation and 
director of the Service Corporation; vice 
president and director of other 
subsidiaries 

William J. Lhota - Executive vice 

Salary Bonus 
Year (S) ($)(I) 

1997 720,000 327,744 
1996 720,000 281,664 
1995 685,000 236,325 

--- 

1997 385,000 153,345 
1996 360,000 140,832 
1995 330,000 113.850 

1997 385,000 153,345 
1996 360,000 140,832 
1995 330,000 113,850 

1997 355,000 141,396 
1996 320,000 125,184 
1995 300,000 103,500 

1997 325,000 129,447 
1996 303,000 118,534 
1995 285,000 98,325 

Long-Term 
Compensation All Other 

Payouts Compensation 

951,132 31,620 
675,903 31,990 
334,851 30,790 

LTIP Wyouts($)(I) (S)(2) 

391.793 21,570 
290.825 21,190 
143,829 20,050 

39 1,793 21,570 
286.288 21,190 
141,582 20,060 

364,436 20,570 
263,114 19,690 
132,592 19,140 

338,382 
254,535 
126,599 

8,020 
9,430 
7,515 

(1) Amounts in the, “Bonus” column reflect payments under the Senior Officer Annual Incentive 
Compensation Plan (and predecessor Management Incentive Compensation Plan) for performance 
measured for each of the years ended December 31, 1995, 1996 and 1997. Payments are made in 
March of the subsequent year. Amounts for 1997 are estimates but should not change significantly. 
Amounts in the “Long-Term Compensation” column reflect performance share unit targets earned 
under the Performance Share Incentive Plan (which became effective January 1, 1994) for the two-, 
three- and three-year performance periods ending December 31, 1995, 1996 and 1997, respectively. 
The two-year performance period was a transition performance period. 
See below under “Long-Term Incentive Plans - Awards in 1997” and pages 114 and 115 for 
additional information. 

(2) For 1997, includes (i) employer matching contributions under the AEP System Employees Savings 
Plan: Dr. Draper, $3,400; Mr. DeMaria, $3,306; Mr. Maloney, $4,800; Mr. Lhota, $4,800; and 
Dr. Markowsky, $3,250; (ii) employer matching contributions under the AEP System Supplemental 
Savings Plan, a non-qualified plan designed to supplement the AEP Savings Plan: Dr. Draper, 
$18,200; Mr. DeMaria, $8,244; Mr. Maloney, $6,750; Mr. Lhota, $5,850; and Dr. Markowsky, $6,500; 
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4-x 
8’; -- L- and (iii) subsidiary companies director fees: Dr. Draper and Messrs. DeMaria and Maloney, $10,020; 

Mr. Lhota, $9,920; and Dr. Markowsky, $8,270. 

Long-Erm hcenhve Plans - Awards In 1997 
Each of the awards set forth below establishes performance share unit targets, which represent units 

equivalent to shares of AEP Shares, pursuant to AEP’s Performance Share Incentive Plan. Since it is not 
possible to predict future dividends and the price of AEP Shares, credits of performance share units in 
amounts equal to the dividends that would have been paid if the performance share unit targets were 
established in the form of AEP Shares are not included in the table. 

The ability to earn performance share unit targets is tied to achieving specified levels of total 
shareholder return (“TSR”) relative to the S&P Electric Utility Index. Notwithstanding AEP’s TSR 
ranking, no performance share unit targets are earned unless AEP shareholders realize a positive TSR 
over the relevant three-year performance period. The Human Resources Committee may, at its discretion. 
reduce the number of performance share unit targets otherwise earned. In accordance with the perform- 
ance goals established for the periods set forth below, the threshold, target and maximum awards are equal 
to 25%, 100% and 200%, respectively, of the performance share unit targets. No payment will be made for 
performance below the threshold. 

Payments of earned awards are deferred in the form of restricted stock units (equivalent to shares of 
AEP Shares) until the officer has met the equivalent stock ownership target discussed in the Human 
Resources Committee Report. Once officers meet and maintain their respective targets, they may elect 
either to continue to defer or to receive further earned awards in cash and/or AEP Shares. 

Estimated Future Pavouts of 

Name - 

Perfomance Performance Share Units Under 
Numbor of Period 

Performance Maturation Threshold Target Maximum 
Share Units or Payout 

Non-Stock Price-Based Plan 

(#) (#) - - -- 
E. L. Draper, Jr. . . . . . . . . . . . . . . . . . . . . . . .  7,111 1997-1999 1,778 7,111 14,222 
P. J. DeMaria . .  832 3,327 6,654 
G. F! Maloney . . . . . . . . . . . . . . . . . . . . . . . .  . _  3,327 1997-1999 832 3,327 6,654 
W. J. Lhota . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,068 1997-1999 767 3,068 6,136 
J. J. Markowsky . . . . . . . . . . . . . . . . . . . . . . . .  2,809 1997-1999 702 2,809 5,618 

. . . . . . . . . . . . . . . . . . . . . . . .  3,327 1997-1999 

Retirement Benefits 
The American Electric Power System Retirement Plan provides pensions for all employees of AEP 

System companies (except for employees covered by certain collective bargaining agreements), including 
the executive officers of AEF! The Retirement Plan is a noncontributory defined benefit plan. 

The following table shows the approximate annual annuities under the Retirement Plan that would be 
payable to employees in certain higher salary classifications, assuming retirement at age 65 after various 
periods of service. 

Pension Plan Table 

Highest Annual Earnings 15 20 25 30 35 40 45 

$ 

Average Years of Accredited Service 

400,000.. . . . . . . . . . . . . . . . .  $ 93,660 $124,880 $156,100 $187,320 $218,500 $245,140 $271,740 
500,000. . . . . . . . . . . . . . . . . .  117,660 156,880 196,100 235,320 274,540 307,790 341,040 
600,000. . . . . . . . . . . . . . . . . .  141,660 188,880 236,100 283,320 330,540 370,440 410,340 

900,000. . . . . . . . . . . . . . . . . .  213,660 284,880 356,100 427,320 498,540 558,390 618,240 
1,100,000. . . . . . . . . . . . . . . . . .  261,660 348,880 436,100 523,320 610,540 683,390 756,840 
1,300,000. . . . . . . . . . . . . . . . . .  309,660 412,880 516,100 619,320 722,540 808,990 895,440 . - .. 

700,000. . . . . . . . . . . . . . . . . .  165,660 220,880 276,100 331,320 386,540 433,090 479,640 

i’ 
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The amounts shown in the table are the straight life annuities payable under the Retirement Plan 
without reduction for the joint and survivor annuity. Retirement benefits listed in the table are not subject 
to any deduction for Social Security or other offset amounts. The retirement annuity is reduced 3% per 
year in the case of retirement between ages 60 and 62 and further reduced 6% per year in the case of 
retirement between ages 55 and 60. If an employee retires after age 62, there is no reduction in the 
retirement annuity. 

AEP maintains a supplemental retirement plan which provides for the payment of benefits that are 
not payable under the Retirement Plan due primarily to limitations imposed by Federal tax law on benefits 
paid by qualified plans. The table includes supplemental retirement benefits. 

Compensation upon which retirement benefits are based, for the executive officers named in the 
Summary Compensation Table above, consists of the average of the 36 consecutive months of the officer’s 
highest aggregate salary and Senior Officer Annual Incentive Compensation-Plan (and predecessor 
Management Incentive Compensation Plan) awards, shown in the “Salary” and “Bonus” columns, respec- 
tively, of the Summary Compensation Table, out of the officer’s most recent 10 years of service. As of 
December 31, 1997, the number of full years of service applicable for retirement benefit calculation 
purposes for such officers were as follows: Dr. Draper. five years; Mr. DeMaria. 38 years; Mr. Maloney. 42 
years; Mr. Lhota, 33 years; and Dr. Markowsky, 26 years. 

Dr. Draper has a contract with AEP and AEP Service Corporation which provides him with a 
supplemental retirement annuity that credits him with 24 years of service in addition to his years of service 
credited under the Retirement Plan less his actual pension entitlement under the Retirement Plan and any 
pension entitlement from the Gulf States Utilities Company Trusteed Retirement Plan, a plan sponsored 
by his prior employer. 

Fourteen AEP System employees (including Messrs. DeMaria. Maloney and Lhota and 
Dr. Markowsky) whose pensions may be adversely affected by amendments to the Retirement Plan made 
as a result of the Tax Reform Act of 1986 are eligible for certain supplemental retirement benefits. Such 
payments, if any, will be equal to any reduction occurring because of such amendments. Assuming 
retirement in 1998 of the executive officers named in the Summary Compensation Table, only 
Messrs. DeMaria and Maloney would be affected and their annual supplemental benefit would be $391 
and $3,847, respectively. 

AEP made available a voluntary deferred-compensation program in 1982 and 1986, which permitted 
certain members of AEP System management to defer receipt of a portion of their salaries. Under this 
program, a participant was able to defer up to 10% or 15% annually (depending on the terms of the 
program offered), over a four-year period, of his or her salary, and receive supplemental retirement or 
survivor benefit payments over a 15-year period. The amount of supplemental retirement payments 
received is dependent upon the amount deferred, age at the time the deferral election was made, and 
number of years until the participant retires. The following table sets forth, for the executive officers 
named in the Summary Compensation Table, the amounts of annual deferrals and, assuming payments 
commencing at age 65, annual supplemental retirement payments under the 1982 and 1986 programs. 

1982 Program 1986 Program 

Name 

Annual 
amount of 

h n u a l  Supplemental 
Amount Retirement 
Deferred Payment 
(4-Year (15-Year 
Period) Period) 

P. J. DeMaria . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,000 $52,000 
G. P. Maloney..  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,000 67,500 

Annual 
Amount of 

Annual Supplemental 
Amount Retirement 
Deferred Payment 
(&Year ( IS-Year 
Period) Period) 

$13,000 $53,300 
16,000 56,400 
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#CY\, 
t.- ._ .f Board Human Resources Committee Report on Executive Compensation .._..... 2’ 

The Human Resources Committee of AEP’s Board of Directors regularly reviews executive compen- 
sation policies and practices and evaluates the performance of management in the context of AEP’s 
performance. None of the members of the Committee is or has been an officer or employee of any AEP 
System company or receives remuneration from any AEP System company in any capacity other than as a 
director. See page 117. 

The Human Resources Committee recognizes that the executive officers are charged with managing a 
$16 billion multi-state electric utility with international investments during challenging times and with 
addressing many difficult and complex issues. 

AEP’s executive compensation program is designed to maximize shareholder value, to support the 
implementation of AEP’s business strategy and to improve both corporate and personal performance. The 
Committee’s compensation policies supporting this program are: 

Pay for performance, motivating both short- and long-term performance. Compensation for short- 
and long-term performance focuses on meeting specified corporate performance goals and the 
long-term interests of shareholders, respectively. 
Require a significant amount of ‘compensation for senior executives to be “at risk,” variable 
incentive compensation versus fixed or base pay with much of this risk similar to the risk 
experienced by other AEP shareholders. 
Enhance AEP’s ability to attract, retain, reward, motivate and encourage the development of 
exceptionally knowledgeable, highly qualified and experienced executives through compensation 
opportunities. 
Target compensation levels at rates that are reflective of current market practices to maintain a 
stable, successful management team. 

In carrying out its responsibilities, the Committee utilizes independent compensation consultants to 
obtain information and recommendations relating to changing industry compensation practices and 
programs. 

The Committee also considers management’s responses to the impact of increased competition and 
other significant changes in the rapidly evolving electric utility industry. It is the Committee’s opinion that, 
in this ever-changing environment, Dr. Draper and the senior management team continue to develop and 
implement strategies effectively to position AEP for the future. This includes AEP’s development of 
unregulated business activities and proposals and actions taken in connection with the industry’s transition 
to competition. Four specific significant initiatives in 1997 were the acquisition of 50% of Yorkshire 
Electricity, a proposed joint venture with Conoco, developing a national energy trading organization and 
the Merger Agreement with CSW. The success of these efforts and their benefits to AEP cannot be 
precisely measured in advance, but the Committee believes they are vital to AEP’s long-term success. 

AEP’s Board of Directors, upon the Committee’s recommendation, 
underscored the importance of aligning executive and shareholder interests by adopting in December 1994 
stock ownership guidelines for senior management participants in the Performance Share Incentive Plan. 
The Committee and senior management believe that linking a significant portion of an executive’s current 
and potential future net worth to AEP’s success, as reflected in the stock price and dividends paid, gives 
the executive a stake similar to that of AEP’s owners and further encourages long-term management for 
the benefit of those owners. 

Under the guidelines, the target ownership of AEP Shares is directly related to the officer’s corporate 
position with the greatest ownership target for the chief executive officer. The target for the CEO is 45,000 
shares, which was equivalent to approximately three times his then annual base salary. The targets for the 
other four officers named in the Summary Compensation Table are 15,000 shares each, equivalent to 
approximately 1.5 times their then annual base salary. Each officer is expected to achieve the ownership 
target within a period of five years commencing on January 1, 1995. AEP Shares equivalents earned 
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through the Management Incentive Compensation Plan, Senior Officer Annual Incentive Compensation 
Plan and Performance Share Incentive Plan, described below, are included in determining compliance with 
the ownership targets. As of January 1, 1998, Dr. Draper and the other four officers named in the 
Summary Compensation Table exceeded their respective ownership requirements (see the table .on page 
117 for actual ownership amounts). 

Components of Executive Compensation 
Base Salary. When reviewing salaries, the Committee considers pay practices used by other electric 

utilities and industry in general. In addition, the Committee considers the respective positions held by the 
executive officers, their levels of responsibility, performance and experience, and the relationship of their 
salaries to the salaries of other AEP managers and employees. 

For compensation comparison purposes, the Human Resources Committee uses the electric utility 
companies in the S&P Electric Utility Index, which is the peer group used in the Comparison of Five Year 
Cumulative Total Return graph in this proxy statement. In recognition of AEP’s relatively large size and 
operational complexity, executive officer salary levels are targeted to the second highest quartile (between 
the 50th and 75th percentiles) of the range of compensation paid by the other electric utilities in this 
compensation peer group. Base salary levels in 1997 for the CEO and next four most highly compensated 
executive officers of AEP named in the Summary Compensation Table were within this second highest 
quartile. In establishing salary levels against that range, the Human Resources Committee considers the 
competitiveness of AEP’s entire compensation package. 

Salaries are adjusted, as appropriate, and reviewed annually to reflect individual and corporate 
performance and consistency with compensation changes within AEP and the compensation peer group of 
other electric utilities. 

The Committee meets without the presence of Dr. Draper, chairman, president and chief executive 
officer, to evaluate his performance and compensation and reports on that evaluation to the outside 
directors of the Board. After full discussion, these directors then act on the Committee’s recommendation. 

A variable, performance-based portion of the executive officers’ total compensa- 
tion is paid through the Senior Officer Annual Incentive Compensation Plan (“SOIP”), effective Janu- 
ary 1, 1997, which is included in the “Bonus” column in the Summary Compensation Table. The SOIP is 
the successor to the Management Incentive Compensation Plan (“MICP”) for senior officers and is similar 
in operation and philosophy to the MICP 

The SOIP is intended to motivate and reward senior officers to achieve superior management 
performance in serving customer needs and creating shareholder value. Each participant is assigned an 
annual target award expressed as a percentage of annual salary. For 1997, the target awards for Dr. Draper 
and the other executive officers named in the compensation table were 40% and 35%, respectively. Actual 
awards can vary from 0-150% of the target award based on performance. 

SOIP awards are based entirely on preestablished AEP corporate performance criteria specified in 
the SOIF! For 1997, these four criteria included (i) total investor return, which reflects stock price and 
dividends paid, measured relative to the performance of utilities in the S&P Electric Utility Index, (ii) 
return on stockholder equity, measured relative to the performance of utilities in the S&P Electric Utility 
Index and on absolute performance, (iii) the extent to which the average price of power sold to retail 
customers was lower as compared with other utilities in the states which AEP serves and, (iv) effective with 
the 1997 plan year, “safety performance”. For 1997, the performance merited an award of 113.8%. This 
percentage is an estimate but should not change significantly. 

To more closely align the financial interests of the executive officers with AEP’s shareholders, SOIP 
participants may elect to defer their awards, with the deferrals treated as if invested in AEP Shares, 
although no stock is actually purchased. Dividend equivalents are credited during the deferral period. 

. The Performance Share Incentive Plan (the “Plan”) provides longer-term, 
performance-driven, equity incentive award opportunities directly related to shareholder value. 

Annual Incentive. 

Long-Term Incentive. 
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The Plan annually establishes performance share unit targets which are earned based on AEiP’s 
subsequent three-year total shareholder returns measured relative to the S&P peer utilities. In 1997, the 
Committee established targets for Dr. Draper and the other executive officers named in the Summary 
Compensation Table equivalent to 40% and 35%, respectively, of their then base salaries. The target 
number of performance share units has been determined after an evaluation of long-term incentive 
opportunities provided by the S&P peer companies, again targeting the second highest quartile of 
competitive practice. However, the awards which will ultimately be paid to participants under the Plan for 
a performance period are not determinable in advance and can range from 0-200% of the target. 

The Plan ended a three-year performance period at year end 1997. AEP’s total shareholder return for 
1995-1997 ranked fourth relative to the S&P peer utilities and, as a result, 185% of the performance share 
unit targets originally established (and dividend credits) were earned. The associated awards are listed in 
the Summary Compensation Table. 

Similar to the SOIP awards which are deferred, payments of earned awards under the Plan are also 
deferred in the form of restricted stock units (equivalent to shares of AEP Shares). Such Plan deferrals 
continue until termination of employment or, if so elected by the recipient, with payments commencing not 
later than five years thereafter. Once the officers meet and maintain their respective equivalent stock 
ownership targets discussed above, they may then elect either to continue to defer or to receive further 
earned Plan awards in cash and/or AEP Shares. Dividend equivalents are credited as though reinvested in 
additional restricted stock units. The Plan is further described on page 111. 

Ti Policy 
The Committee has considered the impact of Section 162(m) of the Code, which provides a limit on 

the deductibility of compensation for certain executive officers in excess of $1,000,000 per year. It is the 
Committee’s policy, consistent with sound executive compensation principles and the needs of AEP, to 
qualify all compensation for deductibility where practicable. 

Award payments under the Performance Share Incentive Plan have been structured to be exempt 
from the deduction limit because they are made pursuant to a shareholder-approved performance-driven 
plan. Award payments under the SOIP currently are not eligible for the performance-based exemption 
under the Code. However, since Dr. Draper has deferred his SOIP award to dates past his retirement from 
AEP, the Committee has not deemed it necessary at this time to qualify compensation paid pursuant to the 
SOIP for deductibility under Section 162(m). The Committee may decide to do so in the future. 

No named officer in the Summary Compensation Table had taxable compensation for 1997 in excess 
of the deduction limit. The Committee intends to continue to evaluate the impact of this Code provision. 

Human Resources 
Committee Members 
Morris Tanenbaum, Chairman 
John F! DesBarres 
Lester A. Hudson, Jr. 
Donald G. Smith 
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Comparison of Five Year Cumulative Total Return* 
AEP, S&P 500 Index & S&P Electric Utility Index* 
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of Dividends 

“Fiscal Year Ending December 31 

The total return performance shown on the graph above is not necessarily indicative of future 
performance. 
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The following table sets forth the beneficial ownership of AEP Shares and stock-based units as of 
January 1, 1998 for all directors as of the date of this Joint Proxy Statemenflrospectus, all nominees to 
AEP’s Board of Directors, each of the persons named in the Summary Compensation Table and all 
directors and executive officers as a group. Unless otherwise noted, each person had sole voting and 
investment power over the number of AEP Shares and stock-based units of AEP set forth across from his 
or her name. Fractions of shares and units have been rounded to the nearest whole number. 

Stock 
Name AEP Shares Units(a) Total -- - 
P. J. DeMaria. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,754(b)(c)(d)(e) 15,932 23,686 
J. P. DesBarres . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,000(d) 312 5,312 
E. L. Draper, Jr. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,373(b)(d) . 62,857 70,230 
R.M.Duncan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,121 3,169 5,290 
R.W.Fri  1,000 937 1,937 
L. A. Hudson, J r . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,853( e) 3,169 5,022 

300 697 997 L.J.Kujawa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
W. J. Lhota . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,056(b)(c)(d) 14,827 29,883 
G. P. Maloney . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,803(b)(c)(d) 12,715 18,518 
J. J. Markowsky . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,126(b)(e) 12,417 17,543 
A. E. Peyton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,819(f) 3,549 8,368 

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

D. G. Smith. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,000 1,258 3,258 
L. G. Stuntz., 1,50O(d) 1,774 3,274 

- 304 304 K. D. Sullivan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
bl. Tanenbaum . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,433 2,839 4,272 c’, 
All directors and executive officers as a group (15 persons) 146,369(c)(g) 136,756 283,125 I 

:y 

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

(a) This column includes amounts deferred in stock units and held under the Stock Unit Accumulation 
Plan for Non-Employee Directors, Deferred Compensation and Stock Plan for Non-Employee 
Directors, Management Incentive Compensation Plan, Senior Officer Annual Incentive Compensa- 
tion Plan and Performance Share Incentive Plan. Certain of these stock units are subject to forfeiture 
based on service as a director or length of employment. 

(b) Includes the following numbers of share equivalents held in the AEP Employees Savings Plan over 
which such persons have sole voting power, but the investment/disposition power is subject to the 
terms of the Savings Plan: Mr. DeMaria, 3,187; Dr. Draper, 2,716; Mr. Lhota, 12,876; Mr. Maloney, 
3,436; Dr. Markowsky, 5,074; and all executive officers, 27,289. 

(c) Does not include, for Messrs. DeMaria, Lhota and Maloney, 85,231 shares in the American Electric 
Power System Educational Trust Fund over which Messrs. DeMaria, Lhota and Maloney share voting 
and investment power as trustees (they disclaim beneficial ownership). The amount of shares shown 
for all directors and executive officers as a group includes these shares. 

(d) Includes the following numbers of shares held in joint tenancy with a family member: Mr. DeMaria, 
462; Mr. DesBarres, 5,000; Dr. Draper, 2,200; Mr. Lhota, 2,180; Mr. Maloney, 2,367; and Ms. Stuntz, 
300. 

(e) Includes the following numbers of shares held by family members over which beneficial ownership is 
disclaimed: Mr. DeMaria, 3,192; Mr. Hudson, 750; and Dr. Markowsky, 19. 

( f )  Includes 1,500 shares over which Mr. Peyton shares voting and investment power which are held by 
trusts of which he is a trustee, but he disclaims beneficial ownership of 1,OOO of such shares. 

(g) Represents less than 1% of the total number of shares outstanding. 
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Section 16(a) Beneficial Ownership Reporting Compliance 

Section 16(a) of the Exchange Act and Section 17(a) of the 1935 Act require AEP’s officers and directors 
to file initial reports of ownership and reports of changes in ownership of AEP Shares and other securities 
of AEP and its subsidiaries with the SEC and NYSE. Officers and directors are required by SEC 
reprations to furnish AEP copies of all reports they file. Based solely on AEP’s review of the copies of 
such reports received and written representations from certain reporting persons, AEP notes that during 
1997 Angus E. Peyton, a director, did not timely report the acquisition of 354 AEP Shares occurring in 
April 1997. He reported it in February 1998. 

Share Ownership of Certain Beneficial h e r s  

beneficial ownership of 5 percent or more of AEP’s Shares. 
Set forth below are the only persons or groups known to AEP as of December 31, 1997, with 

AEP Shares 

Name, Address of 
Beneficial Owners 

Amount of 
Beneficial Percent of 
Ownership CI:1ss 

. . . . . . . .  Sanford C. Bernstein & Co., Inc. . . . . . . . . . . . . .  . . . . . . . .  17,535,763(a) 9.3 9% 
767 Fifth Avenue 
New York, NY 10153 

FMR Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,773,663(b) 5.15% 
82 Devonshire Street 
Boston, MA 02109 

(a) Based on the Schedule 13G filed with the SEC, Sanford C. Bernstein & Co., Inc. reported that it has 
sole voting power for 10,291,617 shares, shared voting power for 1,807,665 shares, and sole dispositive 
power for 17,535,763 shares. 

(b) The Schedule 13G filed by FMR Corp. included Edward C. Johnson 3d, Chairman of FMR Corp., 
and Abigail P. Johnson, a director of FMR Corp., as reporting persons. According to the Schedule 
13G, FMR Corp. reported that it has sole voting power for 719,263 shares and sole dispositive power 
for 9,773,663 shares. 
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THE CSW MEETING-ADDITIONAL M I T E R S  

Election of Directors 

At the CSW Meeting, three directors will be elected to Class I1 of the CSW Board for three-year 
terms expiring at the 2001 annual meeting or at such time as their respective successors are duly elected 
and qualified, and two directors will be elected to Class I11 of the CSW Board to fill the remaining one year 
of the Class I11 term expiring at the 1999 annual meeting or at such time as their respective successors are 
duly elected and qualified. Directors will be elected by a plurality of the votes cast at the CSW Meeting. 

The CSW Board currently consists of 11 members divided into three classes with staggered terms of 
office. Class I, Class I1 and Class I11 directors' terms will expire at CSW's annual meetings in 2000, 1998 
and 1999, respectively. The three nominees for election as Class I1 directors at the CSW Meeting, 
Messrs. Brooks, Lawless and Powell, currently serve as Class I1 directors of the CSW Board. The fourth 
Class I1 director, Mr. Glenn Biggs was not nominated for reelection to the CSW Board at the CSW 
Meeting. Accordingly, the size of the CSW Board will be reduced to 10 after the CSW Meeting. During 
1997, Mr. William R. Howell and Dr. Richard L. Sandor were elected to Class I11 of the CSW Board. In 
accordance with the CSW Charter, these two directors must stand for election at this annual meeting even 
though the terms of the Class I11 directors generally do not expire until the annual meeting in 1999. 

Mr. J.C. Templeton retired from the CSW Board in April 1997. Mr. Lloyd D. Ward resigned from the 
CSW Board on January 1,1998, Mr. Glenn Files resigned from the CSW Board on January 21,1998. Each 
of these three directors were Class I11 directors prior to their resignation. 

The CSW Board has nominated and unanimously recommends that stockholders vote FOR the 
election of E. R. Brooks, Robert W. Lawless and James L. Powell, as Class I1 directors, and William R. 
Howell and Richard L. Sandor, as Class 111 directors. 

Each nominee is presently a director of CSW and has served continuously since the year indicated 
opposite hisher name below. Each of the nominees has consented to being named as a nominee and to 
serve as a director of CSW if elected. If, because of events not presently known or anticipated, any 
nominee is unable to serve or for good cause will not serve, the proxies voted for the election of directors 
may be voted (at the discretion of the holders of the proxies) for a substitute nominee not named herein. 

The following information is given with respect to the nominees for election as directors: 

E. R. BROOKS, 60 Class II, Director since 1988 

Mr. Brooks has served as Chairman and Chief Executive Officer of CSW since February 1991. He served 
as CSW's President from February 1991 to July 1997. He is also a member of the Board of Directors of 
each of CSW's subsidiaries, as well as a Director of Hubbell, Inc. Mr. Brooks is a Trustee of Baylor Health 
Care Center, Dallas, Texas, and Hardin Simmons University, Abilene, Texas. 

ROBERT W. LAWLESS, 61 Class II, Director since 1991 

Dr. Lawless served as the President and Chief Executive Officer of Texas Tech University and Texas Tech 
University Health Sciences Center in Lubbock, Texas from July 1989 through April 1996. He has served as 
the president of the University of Tulsa since May 1996. He is a member of the Board of Directors of three 
Salomon Brothers Mutual Funds. 

- 
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JAMES L. POWELL, 68 Class Director since 1987 

Mr. Powell has been involved in ranching and investments in Ft. McKavett, Texas since prior to 1992. He is 
a Director of Southwest Bancorp of Sanderson, Texas, a Director and member of the Executive Committee 
of National Finance Credit Corporation and an Advisory Director of First National Bank, Mertzon, Texas. 

WILLIAM R. HOWELL, 62 Class III, Director since 1997 

Mr. Howell served as Chairman of the Board of J.C. Penney Company from 1983 to January 1997 and also 
as its Chief Executive Officer from 1983 to January 1995. He is currently Chairman Emeritus of J.C. 
Penney Company. He has been Chairman of the Board of Trustees of Southern Methodist University since 
1996 and serves on the Chairman’s Advisory Council of the National Minority Suppliers Development 
Council. He is a member of the Board of Directors of Exxon Corporation, Warner-Lambert Company, 
Bankers Trust, Halliburton Company and The Williams Companies, Inc. 

RICHARD L. SANDOR, 56 Class 111, Director since 1997 

Dr. Sandor has served as Chairman and Chief Executive Officer of Centre Financial Products Limited 
since March 1993 and also as Chairman of the Board of Hedge Financial Products, Inc. since May 1997. 
He is a Board of Director of Center for Sustainable Development in the Americas and is on the board of 
governors of The School of the Art Institute of Chicago. 

The following information is given for continuing directors: 

MOLLY SHI BOREN, 54 Class I, Director since 1991 

Ms. Boren, of Norman, Oklahoma, has been an attorney since prior to 1992 and is a former Special 
District Judge in Pontotoc County, Oklahoma. She formerly served as a Director of Liberty Bank 
Corporation and of Pet Incorporated. 

DONALD M. CARLTON, 60 Class I, Director since 1994 

Mr. Carlton served as the President and Chairman of Radian Corporation, an engineering and technology 
firm, from 1969 through December 1995. In January 1996 he was named President and Chief Executive 
Officer of Radian International LLC. He is a member of the Board of Directors of Concert Investment 
Series Funds and National Instruments. 

T. J. ELLIS, 55 Class I, Director since 1996 

Mr. Ellis is Chairman and Chief Executive Officer of SEEBOARD and has served in such capacity since 
January 1996. Previously he served as the Chief Executive Officer of SEEBOARD for more than the past 
five years. He currently serves as a director of CSW UK Finance Company, CSW Investments, Sussex 
Chamber of Commerce Training and Enterprise and The Brighton West Pier Trust. 

THOMAS Y SHOCKLEY, Ill, 52 Class I, Director since 1991 

Mr. Shockley was elected President and Chief Operating Officer of CSW in July 1997. He joined CSW as 
Senior Vice President in January 1990, and became an Executive Vice President in September of that same 
year. In addition, he served as Chief Executive Officer of CSW’s subsidiary, Central and South West 
Services, Inc., from October 1992 to December 1993. Mr. Shockley continues to serve as a Director of each 
of CSWs non-electric subsidiaries. 

JOE H. FOY, 71 Class 111, Director since 1974 

Mr. Foy served as a partner of the law firm of Bracewell & Patterson, Houston, Texas until his 
retirement in 1993. He is currently a member of the Board of Directors of Enron Corporation. 

120 

158 

Alt;ichment 1 
Page 127 of 2 15 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 4 



Security Ownership of Management 

The following table shows securities beneficially owned as of December'31, 1997 by each director and 
nominee, certain executive officers and all directors and executive officers as a group. Share amounts 
shown in this table include options exercisable within 60 days after December 31, 1997, restricted stock, 
CSW Shares credited-to thrift plus accounts and all other CSW.Shares beneficially owned by the listed 
pefsons. 

Name - 
Glenn Biggs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Molly Shi Boren . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
E.R.Brooks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Donald M.Carlton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
T J. Ellis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
GlennFiles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
JoeH.Foy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
TM.Hagan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
William R.Howel1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Robert W.Lawless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Venita McCellon-Allen . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

James L.Powel1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Glenn D.Rosilier . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Richard L. Sandor.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LloydD.Ward . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
All of the above and other officers as a group (CSW directors and officers) . . . . . . . .  

Ferd. C. Meyer, Jr. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Thomas V. Shockley, 111 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

CSW Shams(l)(Z) 

19,211 
3,119 

131,529 
8,230 
7,694 

42,269 
10,717 
13,625 

1.000 
3,074 
6,528 

46,480 
4,211 

68,071 

68,329 

486,165 
2,157 c> 

(1) Shares for Ms. McCellon-Allen, Messrs. Brooks. Files, Hagan, Meyer, Rosilier, Shockley, and CSW 
directors and officers include 1.125, 12,225, 4,500, 1,125, 5,700, 5,700, 7,275, and 42,150 shares of 
restricted stock, respectively. These individuals currently have voting power, but not investment 
power, with respect to these shares. The above shares also include 1,934, 65,175, 23,653, 8,484, 32,889, 
32,889, 42,231, and 239,258 CSW Shares underlying immediately exercisable options held by 
Ms. McCellon-Allen, Messrs. Brooks, Files, Hagan, Meyer, Rosilier, Shockley, and CSW directors and 
officers, respectively. 

(2) All of the share amounts represent less than one percent of the outstanding CSW Shares. 
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Security Ownership of Certain Beneficial Owners 

beneficial ownership of 5 percent or more of CSW’s Shares. 
Set forth below are the only persons or groups known to CSW as of December 31. 1997, with 

CSW Shares ’ 

Amount of 
Name, Address‘of Beneficial Percent of 

Beneficial Owners Ownership Class 

Mellon Bank Corporation and subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . 12,196,127(1) 6% 
One Mellon Bank Center 
Pittsburgh, PA 15258 

(1) Mellon Bank Corporation and its subsidiaries, including Mellon Bank, N.A., which acts as trustee of 
an employee benefit plan of CSW, reported that they exercise sole voting power as to 11,022,435 
shares and shared voting power as to 11,022,435 shares. 

Other Information Regarding the CSW Board 

Nominees for directorships are recommended by the Nominating Committee of the CSW Board and 
are nominated by the CSW Board on the basis of their qualifications, including training, experience, 
integrity and independence of mind, to render service to CSW. CSW’s Bylaws generally provide that CSW 
shall not elect or propose for election as a director any non-employee who will have attained the age of 70 
(72 for persons who served as directors and were at least 60 years of age on October 12, 1987) at the date 
of such election or proposed election. Federal law restricts the extent to which CSW may have interlocking 
directorates with other companies. 

The number of directors constituting the entire CSW Board may not be less than nine nor more than 
fifteen, as may be fixed from time to time by resolution adopted by a majority of the entire CSW Board. 
The size of the CSW Board is currently fixed at 12. No decrease in the number of directors on the CSW 
Board may shorten the term of any incumbent director. The majority of the CSW Board may adopt a 
resolution to increase the number of directors to not more than fifteen and may elect a new director or 
directors to fill any such newly created directorship. Similarly, vacancies occurring on the CSW Board for 
any reason may be filled by majority vote of the remaining directors. Any such CSW Board-elected director 
will hold office until CSW’s next annual meeting of stockholders and the election and qualification of a 
successor. 

Under the CSW Charter, any director may be removed from office by the stockholders of CSW only 
for cause and only by the affirmative vote of the holders of at least 80 percent of the voting power of the 
outstanding CSW Shares. 

Meetings and Compensation of the CSW Board 

The CSW Board held 6 regular meetings and 8 special meetings during 1997. Directors who are not 
also officers and employees of CSW receive annual cash directors’ fees of $12,000 for serving on the CSW 
Board and a fee of $1,250 per day plus expenses for each meeting of the CSW Board or committee 
attended. In addition, under the CSW Directors’ Plan each non-employee director receives an annual 
award of 600 phantom stock shares on the fourth Wednesday of January during their term of office. Such 
phantom stock shares vest at such time as a director ceases to be a member of the CSW Board and are 
then converted into CSW Shares on a one-for-one basis. The CSW Board has standing Policy, Audit, 
Executive Compensation, Nominating and Corporate Strategy Review Committees. Chairmen of the 
Audit, Corporate Strategy Review, Executive Compensation, and Nominating Committees receive annual 
fees of $6,000, $6,000, $3,500 and $3,500, respectively, to be paid in cash in addition to regular directors’ 
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and meeting fees. Committee chairmen and committee members who are also officers and employees of 
CSW receive no annual director’s, chairman’s or meeting fees. 

CSW maintains a memorial gift program for all of its current directors, directors who have retired 
since 1992 and certain executive officers. There are 14 current directors and executive officers and 13 
retired directors and officers eligible for the memorial gift program. Under this program, CSW will make 
donations in a director’s or executive officer’s name to up to three charitable organizations in an aggregate 
of $500,000, payable by CSW upon such person’s death. CSW maintains corporate-owned life insurance 
policies to fund the program. The annual premiums paid by CSW are based on pooled risks and averaged 
$15,803 per participant for 1997, $16,402 per participant for 1996, and $16,367 per participant for 1995. 

Non-employee directors are provided the opportunity to enroll in a medical and dental program 
offered by CSW. This program is identical to the employee plan and directors who elect coverage pay the 
same premium as active employee participants in the plan. If a non-employee director terminates his 
service on the board with ten or more years of service and is over seventy years of age, that director is 
eligible to receive retiree medical and dental benefits coverage from CSW. 

Non-employee directors are provided the opportunity to participate in the Central and South West 
Deferred Compensation Plan for Directors. The plan allows participants to defer up to $20,000 of board 
and committee fees. Participants receive a ten-year annuity, based on the amount deferred, beginning at 
the participants normal retirement date from the Board. 

During 1997, CSW retained Mr. Glenn Biggs, a current member of the CSW Board. under an 
agreement to pursue special business development activities in Mexico on behalf of CSW. For the year 
ended December 31, 1997, CSW paid Mr. Biggs $120,000 pursuant to this agreement. Effective March 18, 
1998, Mr. Biggs resigned his position as a director of CSW. Mr. Biggs had not previously been nominated 
for reelection to the CSW Board. In connection with his resignation, Mr. Biggs’ consulting arrangement 
was terminated. CSW and Mr. Biggs entered into an agreement pursuant to which Mr. Biggs was paid, a 
lump sum for, among other things, his benefit under certain compensation plans and to pay his director 
and CSW Board committee fees through May 1998 and his consulting fees through March 1998. Pursuant 
to that agreement, Mr. Biggs and his spouse are also entitled to continued medical and dental coverage 
under the CSW Medical Plan for Outside Directors and CSW has agreed to maintain the memorial gift 
program for Mr. Biggs. 

All current directors attended more than 75 percent of the total number of meetings held by the 
Board and each committee on which such directors served in 1997, except for Mr. Ward who attended 57 
percent of the total meetings. 

CSW Board Committees 

Policy Comminee. The Policy Committee, currently consisting of Messrs. Brooks (Chairman), Foy, 
Lawless and Powell, held 9 meetings in 1997. The Policy Committee reviews and makes recommendations 
to the CSW Board concerning major policy issues, considers the composition, structure and functions of 
the CSW Board and its committees and reviews existing corporate policies and recommends changes when 
appropriate. The Policy Committee has authority to act as and on behalf of the CSW Board when the full 
CSW Board is not in session. 

The Audit Committee, currently consisting of Ms. Boren and Messrs. Carlton, 
Lawless (Chairman), Powell and Sandor, held 4 meetings in 1997. The Audit Committee recommends to 
the CSW Board the independent public accountants to be selected; discusses with the internal auditors and 
independent public accountants the overall scope, plans and results of their audits, and their evaluations of 
internal controls and the overall quality of CSW’s accounting and financial reporting practices; facilitates 
any private communication with the committee desired by the internal auditors or independent public 
accountants; discusses with management, internal auditors and the independent public accountants CSW’s 

Audit committee. 
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accounting and financial reporting principles and policies; monitors the program to ensure compliance 
with CSW’s business ethics policy; and may direct and supervise an investigation into any significant matter 
brought to its attention within the scope of its duties. 

Executive Compemution Committee. The Executive Compensation Committee, currently consisting 
of Ms. Boren and Messrs. Foy (Chairman), Howell, Lawless, and Sandor, held 6 meetings in 1997. The 
Executive Compensation Committee determines the executive compensation philosophy of CSW, reviews 
benefit programs and management succession programs, sets the salaries for the executive officers of CSW 
and reviews and recommends salaries for the chief executive officers of CSW’s principal subsidiaries. 

The Nominating Committee, currently consisting of Messrs. Carlton, Foy, 
Howell and Powell (Chairman), held 5 meetings in 1997. The Nominating Committee reviews candidates 
for election to the CSW Board and recommends qualified candidates to fill existing vacancies or newly 
created directorships. The Nominating Committee welcomes stockholder suggestions for CSW Roard 
nominations. Such suggestions should be directed to Mr. Brooks, Chairman, President and Chief Executive 
Officer, who will forward them to the Nominating Committee. 

Coporate Srrutegv Review Committee. The Corporate Strategy Review Committee currently consist- 
ing of Messrs. Carlton, Foy (Chairman), Howell, Lawless and Powell, held 8 meetings in 1997. The primary 
purposes of the Corporate Strategy Review Committee, which is comprised exclusively of nonemployee 
directors, are to assist and advise the CSW Board in evaluating various strategic alternatives available to 
CSW. Specifically, the duties of the Corporate Strategy Review Committee include overseeing the integrity 
of the evaluation process and keeping the CSW Board informed on a timely basis, as well as recom- 
mending to the CSW Board a course of action which the Committee determines is in the best interests of 
CSW and its stockholders. The committee is also responsible for directing the negotiation by management 
of specific ‘terms and conditions relating to strategic transactions including the Merger. 

Nominuring Committee. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Section 16(a) of the Exchange Act and Section 17(a) of the 1935 Act require CSW’s officers and 
directors, and persons who beneficially own more than ten percent of CSW’s Shares to file reports of 
ownership and changes in ownership with the SEC and NYSE. Officers, directors and greater-than-ten- 
percent stockholders are required by SEC regulation to furnish CSW copies of all Section 16(a) reports 
they file. Based solely on CSW’s review of the copies of such forms received and written representations 
from certain reporting persons, CSW believes that during 1997 all such filing requirements applicable to its 
officers, directors and greater-than-ten-percent stockholders were met with the exception of Stephen J. 
McDonnell (who due to a reorganization went out of office as Treasurer effective May 1996 and was not 
elected Vice President, Mergers and Acquisitions until April 1997) who did not file a Form 5 for the year 
ending December 31, 1996, reporting his year end ownership in the CSW Retirement Savings Plan and 
CSW Dividend Reinvestment Plan. Following this inadvertent delinquency, Mr. McDonnell filed the 
proper Form 5 with the SEC. 

Compensation Committee interlocks and Insider Participation 

No member of the Evecutive Compensation Committee of the CSW Board served as an officer or 
employee of CSW or any of its subsidiaries during or prior to 1997. No executive officer of CSW serves or 
has served on the Executive Compensation Committee during or prior to 1997. No executive officer of 
CSW serves or has served as a director of another company, one of whose executive officers serves as a 
member of the Executive Compensation Committee or as a director of CSW, during or prior to 1997. 
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lkansaction Of Other Business 

At the date hereof, the management of CSW knows of no other business to come before the CSW 
Meeting. If any other business is properly presented at the CSW Meeting, the proxies will be voted in 
respect thereof in the discretion of the person or persons voting them. 

Approval Of Appointment Of Independent Public Accountants 

The Audit Committee of the CSW Board, which is composed entirely of non-employee directors, has 
selected Arthur Andersen U P  as the independent public accountants to audit the consolidated financial 
statements of CSW and its consolidated subsidiaries for the year ending December 31, 1998. The CSW 
Board has endorsed this appointment and it is being presented to the CSW stockholders for approval. 

Arthur Andersen LLP has audited the consolidated financial statements of CSW and its subsidiaries 
for many years. CSW has been advised by Arthur Andersen LLP that neither it nor any member or 
employee thereof has any direct financial interest or any material indirect financial interest in CSW or any 
of its subsidiaries in any capacity. 

During the year ended December 31,1997, Arthur Andersen LLP provided both audit and non-audit 
services to CSW and its subsidiaries. These audit services included: (1) regular examination of the 
consolidated financial statements of CSW, including work relating to quarterly reviews, SEC filings and 
consultation on accounting and financial reporting matters; (2) audit of the financial statements of certain 
subsidiary companies to meet statutory or regulatory requirements; and (3) examination of the financial 
statements of various employee benefit plans of CSW and its subsidiaries. Nonaudit services provided by 
Arthur Andersen LLP included income tax consulting, employee benefit advisory services, economic 
consulting and other financial consulting services. 

The financial statements of SEEBOARD for calendar year 1997 and prior years have been audited by 
KPMG Peat Marwick, which f i i  is expected to be engaged to audit such financial statements for the year 
ending December 31, 1998. Andersen Consulting, which is an affiliate of Arthur Andersen LLP, provides 
information technology services to SEEBOARD. 

All significant audit and nonaudit services provided by Arthur Andersen LLP and Andersen Consult- 
ing are approved by the Audit Committee which gives due consideration to the potential effect of nonaudit 
services on auditor independence. 

One or more representatives of Arthur Andersen U P  will be present at the CSW Meeting, will have 
an opportunity to make a statement if he or she desires to do so and will be available to respond to 
appropriate questions. 

Ratification of the appointment of Arthur Andersen LLP to audit the consolidated financial state- 
ments of CSW for the year ending December 31, 1998 requires the affirmative vote of a majority of the 
votes cast by the holders of CSW Shares present in person or by proxy at the CSW Meeting. An abstention 
from voting will have the same effect as votes cast against such proposal. An abstention will be included in 
computing the number of shares present for purposes of determining the presence of a quorum at the 
CSW Meeting. If the resolution does not pass, the selection of independent public accountants will be 
reconsidered by the Audit Committee and the CSW Board. 

The CSW Board recommends a vote FOR the proposal to rat& the appointment of Arthur Andersen 
LLP as independent public accountants of CSW for fmcal year 1998. Proxies received by the CSW Board will 
be so voted unless stockholders spec& in their proxies a contrary choice. 
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Executive Compensation 

Executive Compensation Committee Report 

CSW’s executive compensation program has as its foundation the following objectives: 

Maintaining a total compensation program consisting of base salary, performance incentives and 
- benefits designed to support the corporate goal of providing superior value to CSW stockholders 

and customers; 

Providing comprehensive programs which serve to facilitate the recruitment, retention and motiva- 
tion of qualified executives; and 

Rewarding key executives for achieving financial, operating and individual objectives that produce a 
corresponding and direct return to CSW’s stockholders in both the long-term and the short-term. 

The Executive Compensation Committee which consists of six independent outside directors, has 
designed CSWs executive compensation programs around a strong pay-for-performance philosophy. The 
Executive Compensation Committee strives to maintain competitive levels of total compensation as 
compared to peers in the utility industry. 

Each year, the Executive Compensation Committee conducts a comprehensive review of CSW’s 
executive compensation programs. The Executive Compensation Committee is assisted in these efforts by 
an independent consultant and by CSW’s internal staff, who provide the Executive Compensation 
Committee with relevant information and recommendations regarding the compensation policies, pro- 
grams and specific compensation practices. This review is designated to ensure that the programs are in 
place to enable CSW to achieve its strategic and operating objectives and provide superior value to its 
stockholders and customers, and to document CSW’s relative competitive position. 

The Executive Compensation Committee reviews a comparison of CSW’s compensation programs 
with those offered by comparable companies within the utility industry. For each component of compensa- 
tion, as well as total compensation, the Executive Compensation Committee seeks to ensure that CSW’s 
level of compensation for CSW’s expected level of performance approximates the average or mean for 
executive officers in similar positions at comparable companies. In most years, this means that the level of 
total compensation for expected performance will be near the average for comparable companies. 
Performance above or below expected levels is reflected in a corresponding increase or reduction in the 
incentive portion of the compensation program. 

The amounts of each of the primary components of executive compensation-salary, annual incentive 
plan awards and long-term incentive plan awards-will fluctuate according to individual, business unit, 
and/or corporate performance. Corporate performance for these purposes is measured against a peer 
group of selected companies in the utility industry (the “Utility Peer Group”). The Utility Peer Group 
consists of the companies listed in the S&P Electric Utility index as well as large regional competitors. The 
Executive Compensation Committee believes that using the S&P Electric Utility index provides an 
objective measure to compare performance benchmarks appropriate for compensation purposes. 

CSW’s executive compensation program includes several components serving long and short-term 
objectives. CSW provides its senior executive officers with benefits under the S E W  and all executive 
officers with certain executives perquisites (as noted elsewhere in this Joint Proxy Statemenflrospectus.) 
In addition, CSW maintains for each of its executive officers a package of benefits under its pension and 
welfare benefit plans that are generally provided to all employees, including group health, life, disability 
and accident insurance plans, tax-advantaged reimbursement accounts, a defined benefit pension plan and 
the 401(k) savings plan. 

The following describes the relationship of compensation to performance for the principal compo- 
nents of executive officer compensation: 
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Base Salary: Each executive officer’s corporate position is matched to a comparable position within 
the utility Industry and is valued at the 50th percentile market level. In some cases, these positions are 
common in both the utility industry as well as general industry. In these cases, comparisons are made to 
both markets. Once these market values are determined, the position is then evaluated based’on the 
position’s overall contribution to corporate goals. This internal weighting is combined with the value the 
market places on the associated job responsibilities and a salary is assigned to that position. Each year the 
assigned values are reviewed against market conditions, including compensation practices in the Utility 
Peer Group, inflation, and supply and demand in the labor markets. If these conditions change significantly 
there may be an adjustment to base salary. Finally, the results of the executive officers’ performance over 
the past year becomes part of the basis of the Executive Compensation Committee’s decision to approve, 
at its discretion, base salaries of executive officers. After a review of the data and other factors influencing 
corporate results, the salaries of the Chairman and his direct reports were not adjusted during 1997. 

k e n f i v e  Programs-General: The executive incentive programs are designed to strike an appropri- 
ate balance between short-term accomplishments and CSW’s need to effectively plan for and perform over 
the long-term. 

Incentive Programs-Annual Incentive Plan: The Central and South West Corporation Annual 
Incentive Plan (the “AIP”) is a short-term bonus plan rewarding annual performance. AIP awards are 
determined under a formula that directly ties the amount of the award with levels of achievement for 
specific individual, business unit and corporate performance. The amount of an executive officer’s AIP 
award equals the sum of the corporate and business unit  results times their individuals rating times their 
target award. In addition, the executive’s award calculation is weighted 80 percent on corporate results and 
20 percent on business unit results. The award can vary from 0 to a maximum of 150 percent of target. 

The corporate performance is currently determined by two equally weighted measures-earnings per 
share and cash flow. Threshold, target and exceptional levels of performance are set by the Executive 
Compensation Committee in the first quarter of each year. The Executive Compensation Committee 
considers both historic performance and budgeted or expected levels of performance in setting these 
targets. 

Performance for a given business unit represents the weighted average of performance indices that 
measure the achievement of specific financial and/or operational goals that are set and weighted at the 
beginning of the year for that business unit. 

The individual performance represents the average of results achieved on several individual goals and 
a subjective evaluation of overall job performance. Although individual performance goals do not repeat 
corporate performance measures, these goals are constructed to support departmental, work team or 
business unit performance which links to corporate performance goals or initiative. If an individual fails to 
achieve a minimum threshold performance level on individual performance goals, that individual does not 
earn an AIP award for that year. 

Target awards for executive officers have been fixed at 50 percent of salary for the chief executive 
officer, 45 percent of salary for senior vice presidents, and business unit presidents and 35 percent of salary 
for other officers. The corresponding maximum AIP award that can be earned by the executive based on 
position is 1.5 times the target award. These targets are established by a review of competitive practice 
among the Utility Peer Group. 

Performance under the AIP is measured or reviewed by each executive officer’s superior officer, or in 
the case of the chief executive officer by the Executive Compensation Committee, with the assistance of 
internal staff. The results are reviewed and are subject to approval by the Executive Compensation 
Committee. Under the terms of the AIP, the Executive Compensation Committee in the exercise of its 
discretion, may vary corporate or company performance measures in the form of payment for AIP awards 
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from year-to-year prior to establishing the awards, including payment in cash or. restricted stock, as 
determined by the Executive Compensation Committee. 

In 1997, A I P  awards were determined based on the corporate performance index, the business unit 
company performance index and the individual performance index. As permitted by the AIP, the Executive 
Compensation Committee granted a limited number of awards to recognize key individuals who provided 
vision and strategic leadership. 

Incentive PrOgrems-Long-Tenn Incentive Plan. Amounts realized by CSW’s executive officers under 
awards made pursuant to the CSW Incentive Plan depend entirely upon corporate performance. The 
Executive Compensation Committee selects the form and amount of CSW Incentive Plan awards based 
upon its evaluation of which vehicles are best positioned to serve as effective incentives for long-term 
performance. 

Since 1992, the Executive Compensation Committee has established CSW Incentive Plan awards in 
the form of performance shares. These awards provide incentives both for exceptional corporate perform- 
ance and retention. Each year, the Compensation Committee has set a target award of a specified dollar 
amount for each awardee based on a percentage of salary. The dollar amount corresponding to the target 
award is divided by the per share market price of CSW’s common stock on the date the award is 
established to derive the number of shares of such stock that will be issued if target performance is 
achieved by CSW. 

The payout of such an CSW Incentive Plan award is based upon a comparison of CSW’s total 
stockholder return over a three-year period, or “cycle,” against total stockholder returns of utilities in the 
Utility Peer Group over the same three-year period. Total stockholder return is calculated by dividing (i) 
the sum of (A) the cumulative amount of dividends per share for the three-year period, assuming full 
dividend reinvestment, and (B) the change in share price over the three-year period, by (ii) the share price 
at the beginning of the three-year period. If CSW’s total stockholder return for a cycle falls in one of the 
top three quartiles of similarly calculated total stockholder returns achieved at companies in the Utility 
Peer Group, CSW will make a payout to participants for the three-year cycle then ending. First, second and 
third quartile performance will result in payouts of 150 percent, 100 percent and 50 percent of target, 
respectively. Performance in the fourth quartile yields no payout under the CSW Incentive Plan. 

Each year since the inception of the CSW Incentive Plan, a new three-year performance cycle has 
been established. In January 1997, the Executive Compensation Committee evaluated the 1994-1996 cycle 
performance under the CSW Incentive Plan and because results were below the threshold for a payout, no 
awards were granted. In January 1998, the Committee reviewed total stockholder return results for the 
period covering 1995-1997, and because performance was in the third quartile, granted restricted stock 
awards at 50 percent of target. 

CSW from time to time has also granted stock options and restricted stock under the CSW Incentive 
Plan. Stock options and restricted stock are granted at the discretion of the Executive Compensation 
Committee. Stock options, once vested, allow grantees to buy specified numbers of shares of CSW 
common stock at a specified stock price, which to date has been the market price on the date of grant. In 
determining grants to date, the Executive Compensation Committee has considered both the number and 
value of options granted by companies in the Utility Peer Group with respect to both the number and value 
of options awarded by CSW, and the relative amounts of other long-term incentive awards at CSW and 
such peers. The executive officers’ realization of any value on the options depends upon stock apprecia- 
tion. In May 1997, a stock option grant was approved at the market price of $20.75 per share to provide the 
opportunity for more equity ownership and to provide immediate focus to our executives on CSW strategic 
initiatives. No executive officer owns in excess of one percent of CSW’s common stock. Further, the 
amounts of CSW Incentive Plan awards are measured against similar practices of other companies in the 
Utility Peer Group. Attarliinent 1 
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Tar Conridereriom: Section 162(m) of the Code generally limits CSW’s federal income tax deduction 
for compensation paid in any taxable year to any one of the five highest paid executive officers named in 
CSW’s proxy statement to $1 million. The limit does not apply to specified types of payments, including, 
most significantly, payments that are not includible in the employee’s gross income, payments made to or 
from a taxqualified plan, and compensation that meets the Code’s definition of performance-based 
compensation. Under the Code, the amount of a performance-based incentive award must be based 
entirely on an objective formula, without any subjective consideration of individual performance, to be 
considered performance-based. 

The Executive Compensation Committee has carefully considered the impact of this law. At this time, 
the Executive Compensation Committee believes it is in CSW’s and stockholder’s best interests to retain 
the subjective determination of individual performance under the AIR Consequently, payments under the 
AIP, if any, to the named executive officers may be subject to the limitation imposed by section 162(m) of 
the Code. In 1997, stockholders approved a restatement and requalification of the CSW Incentive Plan for 
purposes of satisfying Section 162(m). 

Rationale for CEO Compensation 

In 1997, Mr. Brooks’ compensation was determined as described above for all of CSW’s executive 
officers. 

Mr. Brooks’ annual salary is currently $700,000. The Executive Compensation Committee reviewed 
Mr. Brooks’ salary as a part of its overall annual review of executive compensation. His salary is based on 
market information for similar positions as well as salaries of chief executive officers at comparable 
regional utilities (not limited to the Utility Peer Group). 

Mr. Brooks’ target AIP award for 1997 was 50 percent of his salary. As permitted by the AIP, for 1997, 
the Executive Compensation Committee approved an award in the amount of $450,000 to recognize Mr. 
Brooks’ significant vision and strategic leadership. 

After a review of the results of the 1995-1997 cycle of the CSW Incentive Plan, the Executive 
Compensation Committee approved an award in the amount of 8,157 shares of restricted stock recobmizing 
total shareholder return performance in the third quartile, or fifty percent of target, which vest fifty 

In 1997 the Executive Compensation Committee established Mr. Brooks’ target award for the CSW 
Incentive Plan for the 1997-1999 cycle of $490,000 to be paid in shares of restricted stock in 1999 if 
performance measures are met. Mr Brooks’ target amount was derived by reference to the number and 
value of grants to chief executive officers at comparable companies. 

percent in January 1999 and fifty percent in January 2000. . .  

EXECUTIVE COMPENSATION C O M M T E E  

Joe H. Foy, Chairman 
Molly Shi Boren 
William R. Howell 
Robert W. Lawless 
Richard L. Sandor 
Lloyd D. Ward 
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Cash and Orher Forms of Cornpensarion. The following table sets forth the aggregate cash and other 
compensation for services rendered for the fiscal years of 1997, 1996, and 1995 paid or awarded by CSW to 
its chief executive officer and each of the four most highly compensated executive officers ( the “Named 
Executive Officers”). 

Summary Compensation Table 

Name and 
Principal Position 

E.R. Brooks . . . . . . . . . . . .  
Chairman and Chief 
Executive Officer 

President and Chief 
Operating Officer 

Senior Vice President, 

TV. Shockley, I11 . . . . . . . .  

Glenn Files . . . . . . . . . . . .  

.hnua l  Compensation 

Other 
Annual 

Compen- 
Salan. Bonus sation 

Year 6) ( W l )  ($1 

1997 699,999 375,200 14,723 
1996 657,692 374,354 22,267 
1995 628,847 162,739 25,139 
1997 490,000 215,662 4,325 
1996 435.212 242,565 10,746 
1995 406.870 105,448 8?441 
1997 374,999 143,099 8.534 
1996 331,135 34,860 66.415 

---__. 

Electric Operations 1995 266,223 85,048 19.144 
Ferd. C. Meyer, Jr. . . . . . . .  1997 345,051 157.157 3,950 

Executive Vice President 1996 345.051 209.898 8.910 
and General Counsel 1995 336,547 86,444 12.354 

Glenn D. Rosilier . . . . . . . .  1997 334.751 161,055 3,594 
Executive Vice President 1996 334.751 209.898 10,33 1 
and Chief Financial 1995 326,500 86.434 6.706 
Officer 

Long Term Compensation 
Awards Payouts 

All Other 
Stock Underlying CSW Incentive Compen- 

Restricted Securities 

Awardls) Options/ Plan Payouts sation 
.(5)(3) -- ($1 (1) (2) (S) 

- 65,000 - 23,757 
417,688 - - 23,992 
- - - 23.956 
- 4 1,000 - 23.757 

248.563 - - 21.747 
- - - 21.706 
- 31,000 - 23.757 

153.750 - - 23.992 
- - - 23,117 
- 29,000 - 21.307 

94.750 - - 21,742 
- - - 21,706 
- 28,000 - 23.757 

94.750 - - 23,992 
- - - 23.019 

(1) Amounts in these columns are paid or awarded in a calendar year for performance in a preceding 
year. 

Grants of restricted stock are administered by the Executive Compensation Committee of the CSW 
Board of Directors, which has the authority to determine the individuals to whom and the terms upon 
which restricted stock grants, including the number of underlying shares, shall be made. The awards 
reflected in this column all have four-year vesting periods with 25% vesting on the first, second, third 
and fourth anniversary dates of the award, Upon vesting, CSW Shares are re-issued without restric- 
tions. The individual receives dividends and may vote shares of restricted stock, even before they are 
vested. The amount reported in the table represents the market value of the shares at the date of 
grant. As of December 31. 1997, the aggregate restricted stock holdings of each of the Named 
Executive Officers were: 

Restricted Stock Held 
at December 31, 1997 

Market Value at 
December 31, 1997 

E.R.Brooks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,225 $330,839 
T V. Shockley . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,275 $196,880 
Glenn Files . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,500 $121,781 
Ferd. C. Meyer, J r . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,700 $154,256 
Glenn Rosilier . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,700 $154,256 
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3) Amounts shown in this column consist of (i) the annual employer matching payments to CSW’s 
Retirement Savings Plan, (ii) premiums paid per participant for personal liability insurance and 
(iii) average amounts of premiums paid per participant in those years under CSW’s memorial gift 
program. See “-Meetings and Compensation of the CSW Board of Directors” for a description of 

‘Csw’s memorial gift program. 

OptionJSAR Grants. Shown below is information on grants of stock options made in 1997 pursuant to 
the CSW Incentive Plan to the Named Executive Officers. No stock appreciation rights were granted in 
1997. 

. -. 
CSW OptiodSAR Grants In 1997(1) 

Potential Realizable 
Value at Assumed 

Annual Rates of CSW 
Stock Price 

Appreciation for 
Individual Grants Option Terms(3) 
Number of CSW 70 of Total 

Securities Options/SARs 
Underlying Granted to Exercise or 

Options/SARs Employees In Base Price Expiration 
Name Granted(#)(Z) Fiscal Year (MSh) Date 5740) IWc(0) - 
E. R. Brooks . . . . . . . . . . . . . . . .  65,000 9.4 20.750 5/23/2007 849,713 2,144,513 
T. V. Shockley, I11 . . . . . . . . . . . .  41,000 6.0 20.750 5/23/2007 535,973 1,352,693 
Glenn Files 3 1,000 4.5 20.750 5/23/2007 405,248 1,022,768 
Ferd. C. Meyer, Jr. 29,000 4.2 20.750 5/23/2007 379,103 956,753 
Glenn D. Rosilier . . . . . . . . . . . .  28,000 4.1 20.750 512312007 366,030 923,790 

(1) The stock option plans are administered by the Executive Compensation Committee of the CSW 
Board of Directors, which has the authority to determine the individuals to whom and the terms upon 
which option and S A R  grants shall be made. 

(2) All options were granted on May 23, 1997, and are first exercisable 12 months after the grant date, 
with one-third of the shares becoming exercisable at that time and with an additional one third of the 

(3) The annual rates of appreciation of 5% and 10% are specifically required by SEC disclosure rules and 
in no way guarantee that such annual rates of appreciation will be achieved by CSW nor should this be 
construed in any way to constitute any representation by CSW that such growth will be achieved. 

. . . . . . . . . . . . . . . . .  c . . . . . . . . . . .  ;r’ 

. 1d aggregate becoming exercisable on each of the next two anniversary dates. _ r  
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OptioniSAR Exercises and Ear-End Value Table. Shown below is information regarding-option1SAR 
exercises during 1997 and unexercised options/SARs at December 31, 1997 for the Named Executive 
Officers. 

Aggregated OptiodSAR -Exercises :in 1997 - 
and Fiscal Year-End OptiodSAR Values 

Number of Securities 
Underlying Unexercised 

Value Options/S.Ms at Year-End 
Shares Acquired Realized Exercisable/ 
on Exercise(#) (S) Unexercisable Yame - 

- - 65,175/65,000 E. R. Brooks. .  . . . . . . . . . . .  
T V Shockiey, 111 . . . . . . . . .  - - 42,231i41,OOO 
Glenn Files. . . . . . . . . . . . . .  
Ferd. C. Meyer, Jr. . . . . . . . .  - - 32,889129,000 
Glenn D. Rosilier . . . . . . . . .  - - 32,889i28,OOO 

- - 23,653/31,000 ’ 

Value of 
In-the-Money ’ 

OptionslSARs at Year-End 
Exercisable/ 

Unexercisable( I )  

9,007/410,313 
5,837/258,8 13 
5 5931 195.688 
45471153,063 
4.547.’176,750 

(1) Calculated based upon the difference between the closing price of CSW’s Shares on the NYSE on 
December 31, 1997 ($27.0625 per share) and the exercise price per share of the outstanding 
unexercisable and exercisable options ($20.750, $24.813 and $29.625, as applicable). 

Long-Term Incentive Plan Awards in 1997. The following table shows information concerning awards 
made to the Named Executive Officers during 1997 under the CSW Incentive Plan: 

or Estimated Future Payouts under 
Non-Stock Price Based Plans Number of Other Period 

Name 
Shares, Units or Until llaturation Threshold Target Maximum 

Other Rights or Payout I $ )  6) t$ )  - - -- 
E. R. Brooks . . . . . . . . . . . . . . . . . . .  - 2 years - 490.000 735,000 
T. V Shockley, 111. . . . . . . . . . . . . . . .  - 2 years - 294.U00 44 1,000 
Glenn Files . . . . . . . . . . . . . . . . . . . .  - 2 years - 225,000 337,500 
Ferd. C. Meyer, Jr. . . . . . . . . . . . . . . .  - 2 years - 207,030 31 0,545 
Glenn D. Rosilier . . . . . . . . . . . . . . . .  - 2 years - 200,850 301,275 

Payouts of the awards are contingent upon CSW’s achieving a specified level of total stockholder 
return, relative to the S&P Electric Index, for a three-year period, or cycle, and exceeding a certain defined 
minimum threshold. If the Named Executive Officer’s employment is terminated during the performance 
period for any reason other than death, total and permanent disability or retirement, then the award is 
canceled. The CSW Incentive Plan contains a provision accelerating awards upon a change in control of 
CSW. Except as provided in the next sentence, if a change in control of CSW occurs, all options become 
fully exercisable and all restrictions, terms and conditions applicable to all restricted stock are deemed 
lapsed and satisfied and all performance units are deemed to have been fully earned, as of the date of the 
change in control. Awards which have been outstanding for less than six months prior to the date the 
change in control occurs are not subject to acceleration upon the occurrence of a change in control. The 
CSW Incentive Plan also contains provisions designed to prevent circumvention of the above acceleration 
provisions through coerced termination of an employee prior to a change in control. See “Executive 
Compensation Committee Report” for a more thorough discussion of the terms of the CSW Incentive 
Plan. 

CSW maintains the tax-qualified CSW Cash Balance Plan for eligible employees. In 
addition, CSW maintains the SERP, a non-qualified ERISA excess plan, that primarily provides benefits 
that cannot be payable under the CSW Cash Balance Plan because of maximum limitations imposed on 
such plans by the Code. 

Retirement Plan. 
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Through June 30, 1997, the CSW Cash Balance Plan was structured as a traditional, defined benefit 
final average pay plan. Effective July 1, 1997, the present value of accrued benefits under the Retirement 
Plan was converted to a cash balance. 

Under the cash balance formula, each participant has an account, for recordkeeping purposes only, to 
which credits are allocated annually based on a percentage of the participant's pay. As of July 1, 1997, the 
definition of pay for the CSW Cash Balance Plan was expanded to include not only base pay but also 
bonuses, overtime, and commissions, The applicable percentage is determined by the age and years of 
vesting service the participant has with CSW and its affiliates as of December 31 of each year (or as of the 
participant's termination date, if earlier). The following table shows the applicable percentage used to 
determine credits at the age and years of service indicated: 

Sum of Age 
plus 

Years of Service 

e 30 
30-39 
40-49 
50-59 
60-69 

70 or more 

Applicable Percentage 

3.0% 
3.5% 
4.5% 
5.5% 
7.0% 
8.5% 

As of December 31,1997, the sum of age plus years of service of the Named Executive Officers for the 
cash balance formula are as follows: Mr. Brooks, 96; Mr. Shockley, 73; Mr. Files, 76; Mr. Meyer, 74; and 
Mr. Rosilier, 71. 

All balances in the accounts of participants earn a fixed rate of interest which is also credited annually. 
The interest rate for a particular year is the average rate of return of the 30-year Treasury Rate for 
November of the prior year. For 1997, the interest rate was 6.48%. For 1998, the interest rate is 6.11%. 
Interest continues to be credited as long as the participant's balance remains in the plan. 

At retirement or other termination of employment, an amount equal to the vested balance (including 
qualified and SERP benefit) then credited to the account is payable to the participant in the form of an 
immediate or deferred lump-sum or annuity. Benefits (both from the CSW Cash Balance Plan and the 
SERP) under the cash balance formula are not subject to reduction for Social Security benefits or other 
offset amounts. The estimated annual benefit payable to each of the Named Executive Officers as a single 
life annuity at age 65 under the CSW Cash Balance Plan and the SERP is; Mr. Brooks, $464,599; 
Mr. Shockley, $230,384; Mr. Meyer, $144,432; Mr. Rosilier, $250,142; Mr. Files, $272,378. These projec- 
tions are based on the following assumptions: (1) participant remains employed until age 65; (2) salary 
used is base pay paid for calendar year 1997 assuming no future increases plus bonus at 1997 target level; 
(3) interest credit at 6.11% for 1998 and future years; (4) the conversion of the lump-sum cash balance to a 
single life annuity at normal retirement age, based on an interest rate of 6.11% and the 1983 Group 
Annuity Mortality Table, which sets forth generally accepted life expectancies. 

In addition, certain employees who were 50 or over and had completed at least 10 years of service as 
of July 1, 1997, also continue to earn a benefit using the prior pension formula. At commencement of 
benefits, the following Named Executive Officers have a choice of their accrued benefit using the cash 
balance formula or their accrued benefit using the prior pension formula: Mr. Brooks, Mr. ShocMey, and 
Mr. Meyer. Once the participant selects either the earned benefit under the cash balance formula or the 
earned benefit under the prior pension formula, the other earned benefit is no longer available. 

The table below shows the estimated combined benefits payable from both the prior pension formula 
and the SERP based on retirement age of 65, the average compensation shown, the years of credited 
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service shown, continued existence of the prior pension formula without substantiat change and payment in 
the form of a single life annuity. 

Average Compensation 

$25 0,000 
$350,000 
$450,000 
$550,000 
$650,000 
$750,000 
$850.000 

15 

$ 62,625 
$ 87,675 
$112,725 
$137,775 
$162,825 
$187,875 
$212,500 

Annual Benefits After 
Specified Years of Credited Service 

20 25 

$ 83,333 $104,167 
$116,667 $145,833 
$150,000 $187,500 
$183,333 $229,167 
$216,667 $270,833 
$250,000 $312,500 
$283,333 $35 7,000 

30 or more 

$1 25,000 
$175,000 
$225,000 
$275,000 
$325,000 
$375,000 
$425,000 

Benefits payable under the prior pension formula are based upon the participant’s years of credited 
service, age at retirement, and covered compensation earned by the participant. The annual normal 
retirement benefit payable under the prior pension formula and the SERP are based on 1.67 percent of 
“’Average Compensation” times the number of years of credited service (reduced by no more than 50 
percent of a participant’s age 62 or  later Social Security benefit). ,“Average compensation” is covered 
compensation for the prior pension formula and equals the average annual compensation, reported as 
salary in the Summary Compensation Table, during the 36 consecutive months of highest pay during the 
120 months prior to retirement. 

Respective years of credited service and ages. as of December 31, 1997, for the three Named 
Executive Officers who continue to earn a benefit under the prior pension formula are: Mr. Brooks, 30 and 
60; Mr. Shockley, 14 and 52; and Mr. Meyer, 16 and 58. 

In addition, Mr. Shockley and Mr. Meyer have arrangements with CSW under which they will receive 
a total of 30 years of credited service using the prior pension formula (paid through the SERP) if they 
remain employed by CSW through age 60. In 1992, Mr. Meyer completed five consecutive years of 
employment which entitled him to receive five additional years of credited service (through the SERP) as 
included in his years of service for the cash balance formula and the prior pension formula as set forth 
above. 
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F 

Comparison of Five Year Cumulative Total Return 
of Central and South West Corporation, the S&P 500 Index 

and the S&P Electric Cos. Index 

250 

200 

150 

100 

25 1 

/ A 162 

127 

50 
1992 1993 1994 1995 1996 1997 

I + CSW -w- S&P Electric f S&P 500 1 

The total return performance shown on the graph above is not necessarily indicative of future 
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EXPERTS 

The financial statements and related financial statement schedule incorporated in this Joint Proxy 
StatementlRospectus by reference from AEP’s Annual Report on Form 10-K have been audited by 
Deloitte & Touche UP, independent auditors, as stated in their reports, which are incorporated herein by 
reference, and have been so incorporated in reliance upon the reports of such firm given upon their 
authority as experts in accounting and auditing. 

The consolidated financial statements and schedules of CSW, incorporated by reference in this Joint 
Proxy StatemenWrospectus from CSW’s Annual Report on Form 10-K have been audited by Arthur 
Andersen UP, independent public accountants, as indicated in their report with respect thereto, arid is 
incorporated by reference herein in reliance upon the authority of said firm as experts in accounting and 
auditing. 

Representatives of Deloitte & Touche LLP are expected to be present at‘ the AEP Meeting and 
representatives of Arthur Andersen LLP are expected to be present at the CSW Meeting, where they will 
have the opportunity to make a statement if they desire to do so and will be available to respond to 
appropriate questions. 

LEGAL OPINIONS 

The legality of the AEP Shares being offered hereby is being passed upon for AEP by Simpson 
Thacher & Bartlett, Counsel for AEP. 

Simpson Thacher & Bartlett, counsel for AEP, and Christy & Viener, counsel for CSW, have delivered 
opinions concerning certain federal income tax consequences of the Merger. See “THE MERGER- 
Certain U.S. Federal Income Tax Consequences”. 

FUTURE SHAREHOLDER PROPOSALS 

Any AEP shareholder proposals for the 1999 Annual Meeting of AEP Shareholders must be received 
by AEP, at 1 Riverside Plaza, Columbus, Ohio 43215, no later than November 10, 1998 for inclusion in the 
proxy statement and form of proxy for such meeting. 

Any CSW stockholder proposals for the 1999 Annual Meeting of CSW Stockholders must be received 
by CSW, at 1616 Woodall Rogers Freeway, Dallas, Texas 75202, no later than November 1, 1998 for 
inclusion in the proxy statement and form of proxy for such meeting. 
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Internet web site described above. Documents incorporated by reference are available from your applica- 
ble company without charge, excluding all .exhibits unless specifically incorporated by reference an exhibit 
in this Joint Proxy StatementiProspectus. Shareholders may obtain documents incorporated by reference in 
this Joint Proxy Statement/Prospectus by requesting them in writing or by telephone from the appropriate 
company at the following addresses: 

AMERICAN ELECTRIC POWER C O M P M ,  INC. 
1 Riverside Plaza 
Columbus, Ohio 43215 
Attention: Shareholder Relations 
Tel: 1-800-237-2667 

CENTRAL AND SOUTH WEST CORPORATION 
1616 Woodall Rodgers Freeway 
Dallas, Texas 75202 
Attention: Secretary 
Tel: (214) 777-1000 

If you would like to request documents, please do so by May 20, 1998 to receive them before the 
meetings. If you request any incorporated dqcuments. the appropriate company will mail them to you by 
first-class mail, or other equally prompt means, within one business day of receipt of your request. 

SEC rules require that an annual report of AEP, with respect to AEP shareholders, and of CSW, with 
respect to CSW stockholders, precede or accompany proxy material. More than one annual report need 
not be sent to the same address, if the recipient agrees. If more than one annual report was or is sent to 
your address, at your request, mailing of the duplicate copy to the account you select will be discontinued. 
You may so indicate in the space provided on your proxy card. Eliminating these duplicate mailings will not 
affect receipt of future proxy statements and proxy cards. 

You should rely only on the information contained or incorporated by reference in this Joint Proxy 
StaternentjProspectus to vote your shares at the meetings. We have not authorized anyone to provide you 
with information that is different from what is contained in this Joint Proxy Statement/Prospectus. This 
Joint Proxy StatemenVrospectus is dated April 16, 1998. You should not assume that the information 
contained in the Joint Proxy StatementjProspectus is accurate as of any date other than that date, and 
neither the mailing of this Joint Proxy Statement/Prospectus to shareholders nor the issuance of AEP 
Shares in the Merger shall create any implication to the contrary. 
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AGREEMENT AND PLAN OF MERGER 

THIS AGREEMENT AND PLAN OF MERGER, dated as of December 21, 1997, is by and among 
American Electric Power Company, Inc., a New York corporation (“AEP”), Augusta Acquisition Corpora- 
tion, a Delaware corporation and a wholly owned subsidiary of AEP (“Newco”), and Central and South 
West Corporation, a Delaware corporation (the “Company”). AEP and Newco are sometimes collectively 
refened to herein as the “AEP Companies.” 

RECITALS: 

The Board of Directors of the Company has determined that the business combination to be effected 
by means of the Merger is consistent with and in furtherance of the long-term business strategy of the 
Company and is fair to, and in the best interests of, the Company and its stockholders and has approved 
and adopted this Agreement and recommended approval and adoption of this Agreement by the 
stockholders of the Company. 

The Board of Directors of AEP has determined that the, business combination to be effected by means 
of the Merger is consistent with and in furtherance of the long-term business strategy of AEP and is fair to, 
and in the best interests of, AEP and its stockholders and has approved this Agreement, the Charter 
Amendment and the Share Issuance and recommended approval and adoption of the Charter Amendment 
and the Share Issuance by the stockholders of AEP. 

The Board of Directors of Newco has determined that the business combination to be effected by 
means of the Merger is in the best interests of Newco and its stockholder and has approved and adopted 
this Agreement and recommended approval and adoption of this Agreement by AEP 

To give effect to the transactions contemplated hereby, upon the terms and subject to the conditions 
of this Agreement and in accordance with the Delaware Law, Newco will merge with and into the 
Company. 

For Federal income tax purposes, it is intended that the Merger shall qual4 as a reorganization under 
the provisions of Section 368(a) of the Code. 

The Merger is intended to be treated as a “pooling of interests” for accounting purposes. 

NOW, THEREFORE, in consideration of the foregoing and the respective representations, warran- 
ties, covenants and agreements set forth in this Agreement, the parties hereto agree as follows: 
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ARTICLE I 

DEFINITIONS 

. SECTION 1.1 Definitions. Certain capitalized and other terms used in this Agreement are defined in 
Annex A hereto and are used herein with the meanings ascribed to them therein. 

SECTION 1.2 Rules of Construction. Unless the context otherwise requires, as used in this Agreement: 
(a) a term has the meaning ascribed to it; (b) an accounting term not otherwise defined has the meaning 
ascribed to it in accordance with GAAP; (c) “or” is not exclusive; (d) “including” shall mean “including, 
without limitation;” ( e )  words in the singular include the plural; ( f )  words in the plural include the singular; 
(g) words applicable to one gender shall be construed to apply to each gender; (h) the terms “hereof,” 
“herein,” “hereby,” “hereto” and derivative or similar words refer to this entire Agreement; and (i) the 
terms “Article” or “SECTION’ shall refer to the specified Article or SECTION of this Agreement. 

;’: 

_.. . .c 

.. . ,.. 

ARTICLE I1 

TERMS OF MERGER 

SECTION 2.1 Statutory Merger: Subject to the terms and conditions and in reliance upon the 
representations, warranties, covenants and agreements contained herein, Newco shall merge (the 
“Merger”) with and into the Company at the Effective Time. The terms and conditions of the Merger and 
the mode of carrying the same into effect shall be as set forth in this Agreement. As a result of the Merger. 
the separate corporate existence of Newco shall cease and the Company shall continue as the Surviving 
Corporation. 

the conditions set forth in Article VIII. the parties hereto shall cause the Merger to be consummated by 
filing a Certificate of Merger (the “Certificate of Merger”) with the Secretary of State of the State of 
Delaware, in such form as required by, and executed in accordance with the relevant provisions of, the 
Delaware Law. 

SECTION 2.2 Effective Time. As soon as practicable after the satisfaction or, if permissible, waiver of c: .I 

SECTION 2.3 Effect ofthe Merger. At the Effective Time, the effect of the Merger shall be as provided 
in the applicable provisions of the Delaware Law. Without limiting the generality of the foregoing, and 
subject thereto, at the Effective Time, except as otherwise provided herein, all the property, rights, 
privileges, powers and franchises of Newco and the Company shall vest in the Surviving Corporation, and 
all debts, liabilities and duties of Newco and the Company shall become the debts, liabilities and duties of 
the Surviving Corporation. 

SECTION 2.4 Certificate of Incorporation; Bylaws. At the Effective Time, the certificate of incorpora- 
tion and the bylaws of the Company. as in effect immediately prior to the Effective Time, shall be the 
certificate of incorporation and the bylaws of the Surviving Corporation. 

SECI?ON 2.5 Directors and Oficers. The directors of Newco immediately prior to the Effective Time 
shall be the directors of the Surviving Corporation, each to hold office in accordance with the certificate of 
incorporation and bylaws of the Surviving Corporation, and the officers of the Company immediately prior 
to the Effective Time shall be the officers of the Surviving Corporation, in each case until their respective 
successors are duly elected or appointed and qualified. 

+:. 
:.; :,.:.I, 
:.. . 

ARTICLE I11 

CONVERSION OF SECURITIES; EXCHANGE OF CERTIFICATES 

SECTION 3.1 Merger Consideration; Conversion and Cancellation of Securities. On the date on which ; 
the Effective Time occurs, by virtue of the Merger and without any action on the part of the AEP ‘- - 
Companies, the Company or any securityholder thereof Attadinleiit I 

Page 154 of 215 
KPSC Case No. 99-149 

TC (1 st Set) 
Order Dated April 22, 1999 

Item No. 4 
1-2 

185 



(a) Subject to the other provisions of this Article 111, each share of Company Common Stock 
issued and outstanding immediately prior to the Effective Time (exclusive of any shares to be 
cancelled pursuant to SECTION 3.l(c)) shall be converted into that number of shares of AEP 
Common Stock equal to the Common Stock Exchange Ratio. If between the date of this Agreement 
and the Effective Time the outstanding shares of Company Common Stock or AEP Common Stock 
shill have been changed into a different number of shares or a different class, by reason of any 
dividend, subdivision, reclassification, recapitalization, split, combination, exchange of shares or other 
transaction, the Common Stock Exchange Ratio shall be correspondingly adjusted to reflect such 
dividend, subdivision, reclassification, recapitalization, split, combination, exchange of shares or other 
transaction. 

@) All shares of Company Common Stock shall, upon conversion into shares of AEP Common 
Stock at the Effective Time, cease to be outstanding and shall automatically be cancelled and retired, 
and each certificate previously evidencing shares of Company Common Stock outstanding immedi- 
ately prior to the Effective Time (exclusive of any shares to be cancelled pursuant to SECTION 
3.l(c)) shall thereafter be deemed, for all purposes other than the payment of dividends or distribu- 
tions, to represent that number of shares of AEP Common Stock into which such shares of Company 
Common Stock were converted pursuant to SECTION 3.l(a) and, if applicable, the right to receive 
cash pursuant to SECTION 3.2(e). The holders of certificates previously evidencing Company 
Common Stock shall cease to have any rights with respect to such Company Common Stock except as 
otherwise provided herein or by law. 

(c) Notwithstanding any provision of this Agreement to the contrary, each share of Company 
Common Stock held in the treasury of the Company and each share of Company Common Stock, if 
any, owned by AEP or any direct or indirect wholly owned subsidiary of AEP or of the Company 
immediately prior to the Effective Time shall be cancelled and extinguished without conversion 
thereof. 

(d) Each share of common stock, par value $.01 per share, of Newco issued and outstanding 
immediately prior to the Effective Time shall be converted into one share of common stock, par value 
$3.50 per share, of the Surviving Corporation. 

SECTION 3.2 Exchange of Certificates. (a) Exchange Fund. On or prior to the day of the Effective 
Time, AEP shall deposit, or cause to be deposited, with the Exchange Agent, for the benefit of the holders 
of Company Common Stock, for exchange in accordance with this Article 111, through the Exchange 
Agent, certificates evidencing a number of shares of AEP Common Stock into which the number of shares 
of Company Common Stock issued and outstanding immediately prior to the Effective Time was converted 
pursuant to SECTION 3.l(a). The Exchange Agent shall, pursuant to irrevocable instructions from AEP, 
deliver AEP Common Stock, together with any cash to be paid in lieu of fractional interests in shares of 
AEP Common Stock pursuant to SECTION 3.2(e) and any dividends or distributions related thereto, in 
exchange for certificates theretofore evidencing Company Common Stock surrendered to the Exchange 
Agent pursuant to SECTION 3.2(c). Except as contemplated by SECIION 3.2(f), the Exchange Fund shall 
not be used for any other purpose. 

(b) Letter of Tranrmirtal. Promptly after the Effective Time, AEP will cause the Exchange Agent to 
send to each record holder of Company Common Stock immediately prior to the Effective Time a letter of 
transmittal and other appropriate materials for use in surrendering to the Exchange Agent certificates that 
prior to the Effective Time evidenced shares of Company Common Stock. 

(c) Exchunge Procedures. Promptly after the Effective Time, the Exchange Agent shall distribute to 
each former holder of Company Common Stock, upon surrender to the Exchange Agent for cancellation 
of one or more certificates that theretofore evidenced shares of Company Common Stock, certificates 
evidencing the appropriate number of shares of AEP Common Stock into which such shares of Company 
Common Stock were converted pursuant to the Merger, together with any cash to be paid in lieu of 
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fractional interests in shares of AEP Common Stock pursuant to SECI'ION 3.2(e) and any dividends or 
distributions related thereto. If shares of AEP Common Stock are to be issued to a Person other than the 
Person in whose name the surrendered certificate or certificates are registered, it shall be a condition of 
issuance of AEP Common Stock that the surrendered certificate or certificates shall be properly endorsed, 
with signatures guaranteed, or otherwise in proper form for transfer and that the Person requesting such 
payment shall pay any transfer or other taxes required by reason of the issuance of AEP Common Stock to 
a Person other than the registered holder of the surrendered certificate or certificates or such Person shall 
establish to the satisfaction of AEP that such tax has been paid or is not applicable. Notwithstanding the 
foregoing, neither the Exchange Agent nor any party hereto shall be liable to any former holder of 
Company Common Stock for any AEP Common Stock, cash in lieu of fractional interests or dividends or 
distributions thereon delivered to a public official pursuant to any applicable escheat Law. 

(d) Distributions with Respect to Unexchanged Shares of Company Common Stock NO dividends or 
other distributions declared or made with respect to AEP Common Stock with a record date after the 
Effective Time shall be paid to the holder of any certificate that theretofore evidenced shares of Company 
Common Stock until the holder of such certificate shall surrender such certificate. Subject to the effect of 
any applicable escheat Laws, following surrender of any such certificate, there shall be paid (i) to the 
holder of the certificates evidencing whole shares of AEP Common Stock issued in exchange therefor, 
without interest, (A) promptly, the amount of dividends or other distributions with a record date after the 
Effective Time theretofore paid with respect to such whole shares of AEP Common Stock, and (B) at the 
appropriate payment date, the amount of dividends or other distributions, with a record date after the 
Effective Time but prior to surrender and a payment date occurring after surrender, payable with respect 
to such whole shares of AEP Common Stock and (ii) to the holder of any certificate that theretofore 
evidenced shares of Company Common Stock, without interest, promptly the amount of any cash payable 
with respect to a fractional interest in a share of AEP Common Stock to which such holder is entitled 
pursuant to SECTION 3.2(e). 

(e) No Fractional Shares. Notwithstanding anything herein to the contrary, no certificates or scrip 
evidencing fractional interests in shares of AEP Common Stock shall be issued in connection with the 
Merger, and any such fractional interests to which a holder of record of Company Common Stock at the 
Effective Time would otherwise be entitled will not entitle such holder to vote or to any rights of a 
stockholder of AEP. In lieu of any such fractional shares, each holder of record of Company Common 
Stock at the Effective Time who but for the provisions of this SECI'ION 3.2(e) would be entitled to receive 
a fractional interest of a share of AEP Common Stock pursuant to the Merger shall be paid cash, without 
any interest thereon, as hereinafter provided. AEP shall instruct the Exchange Agent to determine the 
number of whole shares and fractional shares of AEP Common Stock allocable to each holder of record of 
Company Common Stock at the Effective Time, to aggregate all such fractional shares into whole shares, 
to sell the whole Shares obtained thereby in the open market at then prevailing prices on behalf of holders 
who otherwise would be entitled to receive fractional share interests and to distribute to each such holder 
such holder's ratable share of the total proceeds of such sale, after making appropriate deductions of the 
amount, if any, required for Federal income tax withholding purposes and after deducting any applicable 
transfer taxes. AU brokers' fees and commissions and fees of the Exchange Agent incurred in connection 
with such sales shall be paid by AEI? 

(f) Ternination offichange Fund. Any portion of the Exchange Fund which remains unclaimed by the 
former holders of Company Common Stock for twelve months after the Effective Time shall be delivered 
to AEF', upon demand, and any former holders of Company Common Stock who have not theretofore 
complied with this Article 111 shall thereafter look only to AEP for AEP Common Stock, any cash to be 
paid in lieu of fractional interests in shares of AEP Common Stock and any dividends or other 
distributions to which they are entitled. 

(g) Withholding of Tar A E P  shall be entitled to deduct and withhold from the consideration 
otherwise payable pursuant to this Agreement to any former holder of Company Common Stock such 
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amounts as AEP (or any affiliate thereof) is required to deduct and withhold with respect to the making of 
such payment under the Code, or any provision of state, local or foreign tax Law. To the extent that 
amourlts are so withheld by AEP, such withheld amounts shall be treated for all purposes of this 
Agreement as having been paid to the former holder of Company Common Stock in respect of which such 
deduction and withholding was made by &I? 

(h) L o ~ t  Cemficates. If any certificate evidencing shares of Company Common Stock shall have been 
lost, stolen or destroyed, upon the making of an affidavit of that fact by the Person claiming such certificate 
to be lost, stolen or destroyed and, if required by AEP, the posting by such Person of a bond, in such 
reasonable amount as AEP may direct, as indemnity against claims that may be made against it with 
respect to such certificate, the Exchange Agent will issue in exchange for such lost, stolen or destroyed 
certificate a certificate evidencing that number of shares of AEP Common Stock into which the shares of 
Company Common Stock evidenced by such lost, stolen or destroyed certificate were converted pursuant 
to SECTION 3.l(a), any cash in lieu of fractional interests in shares of AEP Common Stock to which the 
holder thereof may be entitled pursuant to SECTION 3.2(e) and any dividends or other distributions to 
which the holder thereof may be entitled pursuant to SECTION 3.2(d). 

SECI’ION 3.3 Ching.  The Ciosing shall take place at such time and place as the parties shall 
mutually agree on the second Business Day immediately following the date on which the last of the 
conditions set forth in Article VI11 (other than conditions that by their nature are required to be 
performed on the Closing Date) is fulfilled or, if permissible. waived, or at such other place, time and date 
as the parties hereto may agree. At the conclusion of the Closing on the Closing Date, the parties hereto 
shall cause the Certificate of Merger relating to the Merger to be filed with the Secretary of State of the 
State of Delaware. 

SECTION 3.4 Stock Transfer Books. At the Effective Time, the stock transfer books of the Company 
shall be closed and there shall be no further registration of transfers of shares of Company Common Stock 
thereafter on the records of the Company. 

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES OF THE COMPANY 

The Company hereby represents and warrants to the AEP Companies that: 

SECTION 4.1 Organization and Qualification; Subsrdiaries. The Company and each Subsidiary of the 
Company are legal entities duly organized, validly existing and in good standing under the Laws of their 
respective jurisdictions of incorporation or organization, have all requisite power and authority to own, 
lease and operate their respective properties and to carry on their respective businesses as they are now 
being conducted and are duly qualified and in good standing to do business in each jurisdiction in which 
the nature of the business conducted by them or the ownership or leasing of their respective properties 
makes such qualification necessary, other than any matters, including the failure to be so duly qualified and 
in good standing, that could not reasonably be expected to have a Material Adverse Effect on the 
Company. SECI’ION 4.1 of the Company’s Disclosure Letter sets forth, as of the date of this Agreement, a 
true and complete list of all the Company’s directly or indirectly owned Subsidiaries, together with (A) the 
jurisdiction of incorporation or formation of each Subsidiary and the percentage of each Subsidiary’s 
outstanding capital stock or other equity interests owned by the Company or another Subsidiary of the 
Company, and (B) an indication of whether each such Subsidiary is a Signtficant Subsidiary. Except as set 
forth in SECTION 4.1 of the Company’s Disclosure Letter, neither the Company nor any of its Subsidiar- 
ies owns an equity interest in any other partnership or joint venture arrangement or other business entity 
that is Material to the Company. 

SECTION 4.2 Certificate of Incorporation and Bylaws. The Company has heretofore marked for 
identification and furnished to AEP complete and correct copies of the certificate of incorporation and the 
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bylaws or the equivalent organizational documents, in each case as amended or restated to the date hereof. 
of the Company and each of its Significant Subsidiaries. Neither the Company nor any of its Significant 
Subsidiaries is in violation of any of the provisions of its certificate of incorporation or bylaws (or 
equivalent organizational documents). 

SECTION 4.3 Capitafiration. (a) Company Common Sfock. The authorized capital stock of the 
Chmpany consists of 350,000,000 shares of Company Common Stock of which as of November 7,1997: (A) 
212,235,320 shares were issued and outstanding, all of which are duly authorized, validly issued! fully paid 
and nonassessable and not subject to preemptive rights created by statute. the Company's certificate of 
incorporation or bylaws or any agreement to which the Company is a party or is bound and (B) 10.410,363 
shares were reserved for future issuance in the amounts and for the purposes set forth in SECTION 
4.3(a) of the Company's Disclosure Letter. Except as set forth in SECTION 4.3(a) of the Company's 
Disclosure Letter, between November 7, 1997 and the date of this Agreement, no shares of Company 
Common Stock have been issued by the Company and the Company has not granted any options for. or 
other rights to purchase, shares of Company Common Stock. 

(b) Resend Shares. Except for shares to which reference is made in SECTION 4.3(a). no shares of 
Company Common Stock are reserved for issuance, and, except for the Company's Rights Agreement and 
stock options shares with respect to which are reserved for issuance as set forth in SECTION 1.3(a) of the 
Company's Disclosure Letter, there are no contracts. agreements, commitments or arrangements obligat- 
ing the Company to (i) offer, sell, issue or grant any Equity Securities of the Company. (ii) redeem, 
purchase or acquire, or offer to purchase or acquire, any outstanding Equity Securities of the Company or 
(iii) grant m y  Lien on any shares of capital stock of the Company. 

(c) Sribsidiur). Sfock. The authorized, issued and outstanding capital stock of. or other equity interests 
in, each of the Company's Significant Subsidiaries arc set forth in SECTION 4.?(c) of the Company's 
Disclosure Letter. Except as set forth in SECTION 4.3(c) of the Company's Disclosure Letter, (i) all the 
issued and outstanding common stock of each of the Company's Significant Subsidiaries is owned. directly 
or indirectly, by the Company; (ii) all the issued and outstanding shares of each class of capital stock of. or 
other equity interests in, each of the Significant Subsidiaries of the Company have been duly authorized 
and are validly issued, and, with respect to capital stock, are fully paid and nonassessable, and were not 
issued in violation of any preemptive or similar rights of any past or present equity holder of such 
Significant Subsidiary; (iii) all such issued and outstanding shares. or other equity interests, that are 
indicated as owned by the Company or one of its Subsidiaries in SECTION 4.3(c) of the Company's 
Disclosure Letter are owned (A) beneficially as set forth therein and (B) free and clear of all Liens; (iv) no 
shares of capital stock of, or other equity interests in. any significant Subsidiary of the Company are 
reserved for issuance; and (v) there are no contracts: agreements, commitments or arrangements obligat- 
ing the Company or any of its Subsidiaries (A) to offer, sell, issue, grant, pledge, dispose of or encumber 
any Equity Securities of any of the Significant Subsidiaries of the Company, (B) to redeem, purchase or 
acquire, or offer to purchase or acquire, any outstanding Equity Securities of any of the Significant 
Subsidiaries of the Company or (C) to grant any Lien on any outstanding shares of capital stock of, or 
other equity interest in, any of the Significant Subsidiaries of the Company. 

(d) Adverse Claims. Except for the Company's Rights Agreement and stock options shares with 
respect to which are reserved for issuance as set forth in SECTION 4.3(a) of the Company's Disclosure 
Letter, there are no voting trusts, proxies or other agreements, commitments or understandings of any 
character to which the Company or any of its Subsidiaries is a party or by which the Company or any of its 
Subsidiaries is bound with respect to the voting of any shares of capital stock of the Company or any of its 
Significant Subsidiaries, with respect to the registration of the offering, sale or delivery of any shares of 
capital stock of the Company or any of its Significant Subsidiaries under the Securities Act or otherwise 
relating to any shares of capital stock of the Company or any of its Significant Subsidiaries. 
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SECTION 4.4 Authorization of Agreement. The Company has all requisite corporate power and 
authority to execute and deliver this Agreement and each instrument required hereby to be executed and 
delivered by it at the Closing and, subject to obtaining the Required Company Vote, to perform its 
obligations hereunder and thereunder and to consummate the transactions contemplated hereby. The 
execution and delivery by the Company of this Agreement and each instrument required hereby to be 
executed and delivered by it at the Closing and the performance of its obligations hereunder and 
thereunder have been duly and validly authorized by all requisite corporate action on the part of the 
Company (other than, with respect to the Merger, the Required Company Vote). This Agreement has been 
duly executed and delivered by the Company and (assuming due authorization, execution and delivery 
hereof by the other parties hereto) constitutes a legal, valid and binding obligation of the Company, 
enforceable against the Company in accordance with its terms, except as the same may be limited by legal 
principles of general applicability governing the application and availability of equitable remedies. 

SECTION 4.5 Regulation and Approvals. (a) Utility Regulation. The Company. is a public utility holding 
company registered under, and subject to the provisions of, the Holding Company Act, and the Company is 
the parent, owning all the outstanding common stock, of four Domestic Public Utility Companies: 
(i) CP&L, which provides regulated retail electric service in the State of Texas; (ii) PSO, which provides 
regulated retail electric service in the State of Oklahoma; (iii) SWEPCO, which provides regulated retail 
electric service in the States of Texas, Louisiana and Arkansas; and (iv) WTU, which provides regulated 
retail electric service in the State of Texas. In addition, the Company indirectly owns all of the outstanding 
stock of Seeboard, a regulated regional electricity company in England and Wales. Seeboard is a Foreign 
Utility Company. Except as aforesaid and as set forth in SECTION 4.5(a) of the Company’s Disclosure 
Letter, neither the Company nor any of its Subsidiaries is subject to rate regulation as a public utility or 
public service company (or similar designation) by any state in the United States or any municipality or 
other political subdivision of any state, by the United States or any Governmental Authority of the United 
States or by any foreign country. 

(b) Approvals. Except for the applicable requirements set forth in SECTION 4.5(b) of the Company’s 
Disclosure Letter, no declaration, filing or registration with, no waiting period imposed by and no Permit 
or Order of, any Governmental Authority is required under any Law, Regulation or Order applicable to 
the Company or any of its Subsidiaries to permit the Company to execute, deliver or perform this 
Agreement or any instrument required hereby to be executed and delivered by it at the Closing, the failure 
to obtain which could reasonably be expected to have a Material Adverse Effect on the Company. 

SECTION 4.6 No Violation. Assuming receipt of all Permits and Orders indicated as required in 
SECTION 4.5(b) and receipt of the Required Company Vote, neither the execution and delivery by the 
Company of this Agreement or any instrument required hereby to be executed and delivered by it at the 
Closing nor the performance by the Company of its obligations hereunder or thereunder will (a) violate or 
breach the terms of or cause a default under, or result in the termination of, or accelerate the performance 
required by, or result in a right of termination, cancellation or acceleration of any obligation under, or 
result in the creation of any lien, security interest, charge or encumbrance upon, any of the properties or 
assets of the Company or any of its Subsidiaries under (i) any Law, Regulation, Permit or Order applicable 
to the Company or any of its Subsidiaries, (ii) the certlficate of incorporation or bylaws or similar 
organizational documents of the Company or any of its Subsidiaries or (iii) except as set forth in 
SECTION 4.6 of the Company’s Disclosure Letter, any note, bond, mortgage, indenture, deed of trust. 
license, franchise, concession, lease, contract or agreement to which the Company or any of its Subsidiaries 
is a party or by which it or any of its properties or assets is bound, or (c) with the passage of time, the giving 
of notice or the taking of any action by a third Person, have any of the effects set forth in clause (a) of this 
SECTION, except in any such case for any matters described in clauses (i) and (iii) of this SECIION that 
could not reasonably be expected to have a material adverse effect upon the ability of the Company to 
perform its obligations under this Agreement or a Material Adverse Effect on the Company. Prior to the 
execution of this Agreement, the Board of Directors of the Company has taken all necessary action to 
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cause this Agreement and the transactions contemplated hereby to be exempt from the provisions of 
SECTION 203 of the Delaware Law and to ensure that the execution, delivery and performance of this 
Agreement by the parties hereto will not cause any rights to be distributed or to become exercisable under 
the Company’s Rights Agreement. 

SECTION 4.7 Repom (a) Reports. Since January 1, 1993, the Company and its Subsidiaries have filed 
or caused to be filed (i) all SEC Reports of the Company or any of its Subsidiaries required to be filed with 
the Commission and (ii) all other Reports of the Company or any of its Subsidiaries required to be filed 
with any Governmental Authorities, including the FERC, the Commission (under the Holding Company 
Act), the NRC and State Regulatory Commissions, except where the failure to file any such Reports of the 
Company or any of its Subsidiaries could not reasonably be expected to have a Material Adverse Effect on 
the Company. The Company has made available to AEP a true and complete copy of each such SEC 
Report. The Reports of the Company and its Subsidiaries, including all those filed after the date of this 
Agreement and prior to the Effective Time, (i) were or will be prepared in all material respects in 
accordance with the requirements of applicable Law and (ii), in the case of the SEC Reports of the 
Company and its Subsidiaries, did not at the time they were filed, or will not at the time they are filed, 
contain any untrue statement of a material fact or omit to state a material fact required to be stated therein 
or necessary in order to make the statements therein, in the light of the circumstances under which they 
were made, not misleading. 

(b) Financial Statements. The Company’s Consolidated Financial Statements and any condensed 
financial statements of the Company (including any related notes thereto) contained in any SEC Reports 
of the Company or any of its Subsidiaries filed with the Commission after the date of this Agreement 
(i) have been or will have been prepared in accordance with the published Regulations of the Commission 
and in accordance with GAAP (except (A) to the extent required by changes in G M ,  (B) with respect to 
unaudited financial statements as permitted by Form 10-Q and (C), with respect to SEC Reports of the 
Company or any of its Subsidiaries filed prior to the date of this Agreement, as may be indicated in the 
notes thereto) and (ii) fairly present the consolidated financial position of the Company and its Subsidiar- 
ies as of the respective dates thereof and the consolidated results of their operations and cash flows for the 
periods indicated (including, in the case of any unaudited interim financial statements, reasonable 
estimates of normal and recurring year-end adjustments). 

(c) No Omissions. Except for matters disclosed in SECnON 4.7(c) of the Company’s Disclosure 
Letter, or matters disclosed in the Company’s SEC Reports filed with the Commission prior to the date 
hereof, there exist no liabilities or obligations of the Company and its Subsidiaries, whether accrued, 
absolute, contingent or threatened, that would be required to be reflected, reserved for or disclosed under 
GAAP in condensed financial statements of the Company as of and for the period ended on the dates on 
which this representation and warranty is made or deemed to be made, other than (i) liabilities or 
obligations that are adequately reflected, reserved for or disclosed in the Company’s Consolidated 
Financial Statements, (ii) liabilities or obligations incurred in the ordinary course of business of the 
Company consistent with past practice since September 30, 1997, (iii) liabilities or obligations the 
incurrence of which would not have been prohibited by SECTIONS 6.1 or 6.2(a) had such sections been in 
effect since September 30, 1997 and (iv) other liabilities and obligations that could not reasonably be 
expected to have a Material Adverse Effect on the Company. 

SECTION 4.8 No Material Adverse Effect; Conduct. (a) Material Adverse Changes. Except as set forth 
in SECTION 4.8(a) of the Company’s Disclosure Letter, since September 30, 1997, no event (other than 
any event that is of general application to the electric utility industry in the United States or the United 
Kingdom) has occurred that, individually or together with other similar events, has had, and, to the 
Knowledge of the Company, no fact or condition (other than any fact or condition that is of general 
application to the electric utility industry in the United States or the United Kingdom) exists that could 
reasonably be expected to have, a Material Adverse Effect on the Company. 
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(b) Proscribed Conduct. Except as set forth in SECTION 4.8(b) of the Company’s Disclosure Letter, 
during the period from September 30,1997 to the date of this Agreement, neither the Company nor any of 
its Subsidiaries has failed to conduct its business in the ordinary course consistent with past practice, other 
than any conduct that would not have been prohibited by SECTION 6.1 or SECTION 6.2(a) had such 
sections been in effect since September 30, 1997. 

SECTION 4.9 Permits; Compliance. (a) General. The Company and its Subsidiaries have obtained all 
Orders and Permits that are necessary to carry on their businesses as currently conducted, except for any 
such Orders or Permits that the failure to possess, individually or in the aggregate, could not reasonably be 
expected to have a Material Adverse Effect on the Company. Except as set forth in SECI’ION 4.14 of the 
Company’s Disclosure Letter, all such Orders and Permits are in full force and effect, have not been 
violated in any respect that could reasonably be expected to have a Material Adverse Effect on the 
Company and no suspension, revocation or canceUation thereof has occurred or, to the Knowledge of the 
Company, been threatened and there is no action, proceeding or investigation pending or, to the 
Knowledge of the Company, threatened regarding suspension, revocation or cancellation of any of such 
Permits or Orders, except where the suspension, revocation or cancellation of such Permits or Orders 
could not reasonably be expected to have a Material Adverse Effect on the Company. 

(b) South Teuzs Nuclear Fucdi~. CP&L is a co-owner of the South Texas Nuclear Facility, owning an 
undivided 25.2% interest therein. The operations of the South Texas Nuclear Facility are subject to the 
control of the STP Nuclear Operating Company (the “Operating Company”), in which the Company owns 
a like equity interest. Except as set forth in SECTION 4.9(b) of the Company’s Disclosure Letter, to the 
Knowledge of the Company, the operations of the South Texas Nuclear Facility have at all times been 
conducted in compliance with applicable health, safety, regulatory and other legal requirements, except 
where the failure to be so in compliance in the aggregate could not reasonably be expected to have a 
Material Adverse Effect on the Company. Except as set forth in SECTION 4.9(b) of the Company’s 
Disclosure Letter, to the Knowledge of the Company the operations of the South Texas Nuclear Facility 
are not the subject of any outstanding notices of violation or requests for information from the NRC or any 
other agency with jurisdiction over such facility. To the Knowledge of the Company, the Operating 
Company maintains, and is in compliance with, an emergency plan designed to protect the health and 
safety of the public in the event of an unplanned release of radioactive materials from the South Texas 
Nuclear Facility, and the NRC has determined that such plan is in compliance with its requirements. To the 
Knowledge of the Company, liability insurance to the full extent required by Law for operating nuclear 
facilities remains in full force and effect with respect to the South Texas Nuclear Facility, and the amount 
of such insurance has been approved by the NRC. To the Knowledge of the Company, plans for the 
decommissioning of the South Texas Nuclear Facility, and for the storage of spent nuclear fuel, conform 
with the requirements of applicable Law, and the owners of such facility, including the Company, have 
funded such plans to the extent required by Law. 

SECIION 4.10 Lirigation; Compliance with Laws. There are no actions, suits, investigations or 
proceedings (including any proceedings in arbitration) pending or, to the Knowledge of the Company, 
threatened against the Company or any of its Subsidiaries, at law or in equity, in any Court or before or by 
any Governmental Authority, except actions, suits or proceedings that (a) are fully and accurately disclosed 
in the Company’s SEC Reports filed with the Commission prior to the date hereof, (b) are set forth in 
SECTION 4.10 or SECTION 4.14 of the Company’s Disclosure Letter or (c), individually or, with respect 
to multiple actions, suits or proceedings that allege similar theories of recovery based on similar facts, in 

Except as set forth in SECTION 4.10 of the Company’s Disclosure Letter, there are no Material claims 
pending or, to the Knowledge of the Company, threatened by any Persons against the Company or any of 
its Subsidiaries for indemnification pursuant to any statute, organizational document, contract or otherwise 
with respect to any action, suit, investigation or proceeding pending in any Court or before or by any 
Governmental Authority. Except as sPt fnrth in SECTION 4.10 or SECTION 4.14 of the Company’s 
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Disclosure Letter, the Company and its Subsidiaries are in substantial compliance with all applicable Laws 
and Regulations and are not in default with respect to any Order applicable to the Company or any of its 
Subsidiaries, except such events of noncompliance or defaults that, individually or in the aggregate, could 
not reasonably be expected to have a Material Adverse Effect on the Company. 

SECTION 1.11 Ownership of AEP Common Stock. Neither the Company nor any of its Affiliates 
“b’eneficially own” (as such term is defined for purposes of SECTION 13(d) of the Exchange Act) any 
shares of AEP Common Stock (in whole or in part). 

SECTION 4.12 Employee Benefit Plans. (a) Listing. Each Company Benefit Plan is listed in SECTION 
4.12(a) of the Company’s Disclosure Letter, including, with respect to Terminated Company Benefit Plans, 
the date of termination. True and correct copies of each of the following have been made available to AEP 
with respect to each Current Company Benefit Plan: (i) the three most recent annual reports (Form 5500) 
filed with the IRS, (ii) the plan document, (iii) the trust agreement, if any, (iv) the most recent summary 
plan description if required by ERISA, (v) the three most recent actuarial reports or valuations relating to 
each Current Company Benefit Plan subject to Title IV of ERISA and (vi) the most recent determination 
letter. if any. issued by the IRS with respect to any Current Company Benefit Plan intended to be qualified 
under SECTION 401 of the Code. 

(b) Material Adiserse Changes. With respect to each Company Benefit Plan, no event has occurred 
and. to the Knowledge of the Company. there exists no condition or set of circumstances in connection 
with which the Company or any of its Subsidiaries could be subject to any liability under the terms of such 
Company Benefit Plan, ERISA, the Code or any other applicable Law, other than any condition or set of 
circumstances that could not reasonably be expected to have a Material Adverse Effect on the Company. 

( c )  Qualified Status qf Ciinent Pluns. Except as set forth in SECTION 4.12(c) of the Company’s 
Disclosure Letter, each Current Company Benefit Plan intended to be qualified under SECTION 401 of 
the Code (i) satisfies in form the requirements of such SECTION, (ii) has received a favorable determina- 
tion letter from the IRS regarding such qualified status, ( i i i )  has not, since receipt of the most recent 
favorable determination letter. been amended, and, (iv) to the Knowledge of the Company, has not been 
operated in a way that would adversely affect its qualified status. 

(d) No Terminations of Ctrrrrnt Plnns. There has been no termination or partial termination of any 
Current Company Benefit Plan within the meaning of SECTION 411(d)(3) of the Code. 

(e) Terminated Plans. Any Tzrminated Company Benefit Plan intended to have been qualified under 
SECTION 401 of the Code received a favorable determination letter from the IRS with respect to its 
termination. 

(0 Claims. There are no actions. suits or claims pending (other than routine claims for benefits) or1 to 
the Knowledge of the Company, threatened against, or with respect to, any Company Benefit Plan or its 
assets that could reasonably be expected to have a Material Adverse Effect on the Company and, to the 
Knowledge of the Company, no facts or circumstances exist that could give rise to any such actions, suits or 
claims. 

(g) Pending Mutters. To the Knowledge of the Company, there is no matter pending (other than 
routine qualification determination filings) with respect to any Company Benefit Plan before the IRS, the 
Department of Labor, the PBGC or other Governmental Authority. 

(h) Timely Contributions. Except as set forth in SECTION 4.12(h) of the Company’s Disclosure 
Letter, all contributions required to be made to Company Benefit Plans pursuant to their terms and the 
provisions of ERISA, the Code or any other applicable Law have been timely made. 

(i) Current Plans Subject to Title W of ERISA. As to each Current Company Benefit Plan subject to 
Title IV of ERISA, (i) there has been no event or condition that presents a significant risk of plan 
termination, (ii) no accumulated funding deficiency, whether or not waived, within the meaning of 
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SECTION 302 of ERISA or SECTION 412 of the Code has been incurred, (iii) no reportable event within 
the meaning of SECTION 4043 of ERISA (for which the disclosure requirements of Regulation section 
4043.1 et seq. promulgated by the PBGC have not been waived) has occurred within six years prior to the 
date of this Agreement, (iv) no notice of intent to terminate such Benefit Plan has been given under 
SECTION 4041 of ERISA, (v) no proceeding has been instituted under SECI‘ION 4042 of ERISA to 
terminate such Benefit Plan, (vi) no liability to the PBGC has been incurred (other than with respect to 
required premium payments) and (vii) the assets of such Benefit Plan equal or exceed the actuarial present 
value of the benefit liabilities, within the meaning of SECTION 4041 of ERISA, under such Benefit Plan, 
based upon reasonable actuariaI assumptions and the asset valuation principles established by the PBGC. 

0’) Excess Parachute Payments. Except as set forth in SECTION 4.12(j) of the Company’s Disclosure 
Letter and except for any Retention Agreement not prohibited by SECTION 6.2(a), in connection with the 
consummation of the transactions contemplated by this Agreement, no paymeBts of money or other 
property, acceleration of benefits or provision of other rights have been or will be made under any Current 
Company Benefit Plan that could reasonably be expected to be nondeductible under SECTION 280G of 
the €ode, whether or not some other subsequent action or event would be required to cause such payment, 
acceleration or provision to be triggered. 

(k) No Required Increase in Confributions. Except as set forth in SECTION 4.12(k) of the Company’s 
Disclosure Letter, the execution and delivery of this Agreement and the consummation of the transactions 
contemplated hereby will not (i) require the Company or any of its Subsidiaries to make a larger 
contribution to, or pay greater benefits or provide other rights under, any Current Company Benefit Plan 
than it otherwise would, whether or not some other subsequent action or event would be required to cause 
such payment or provision to be triggered or (ii) create or give rise to any additional vested rights or 
service credits under any Current Company Benefit Plan whether or not some other subsequent action or 
event would be required to cause such creation or acceleration to be triggered. 

(1) Intentionally Omitted. 

(m) Retiree Benefits. Except as set forth in SECTION 4.12(m) of the Company’s Disclosure Letter, no 
Current Company Benefit Plan (other than a Company Benefit Plan maintained outside the United States 
that is either fully insured or fully funded through a retirement plan) provides retiree medical or retiree life 
insurance benefits to any Person and neither the Company nor any of its Subsidiaries is contractually or 
otherwise obligated (whether or not in writing) to provide any Person with life insurance or medical 
benefits upon retirement or termination of employment, other than as required by the provisions of 
SECTIONS 601 through 608 of ERISA and SECTION 4980B of the Code. 

(n) Multiemployer Plans. Except as set forth in SECTION 5.1 of AEP’s Disclosure Letter, neither the 
Company nor any member of its Controlled Group contributes or has an obligation to contribute, and has 
not within six years prior to the date of this Agreement contributed, had an obligation to contribute, or had 
any other liability to a multiemployer plan within the meaning of SECTION 3(37) of ERISA 

(0) Collecttve Bargaining Conrracts. Except as set forth in SECllON 4.12(0) of the Company’s 
Disclosure Schedule, (i) no collective bargaining agreement is being negotiated by the Company or any of 
its Subsidiaries, (ii) there is no pending or, to the Knowledge of the Company, threatened labor dispute, 
strike or work stoppage against the Company or any of its subsidiaries that could reasonably be expected 
to have a Material Adverse Effect on the Company, (iii) to the Knowledge of the Company, neither the 
Company or any of its Subsidiaries nor any representative or employee of the Company or any of its 
Subsidiaries has in the United States committed any Material unfair labor practices in connection with the 
operation of the business of the Company and its Subsidiaries, and (iv) there is no pending or, to the 
Knowledge of the Company, threatened charge or complaint against the Company or any of its Subsidiar- 
ies by the National Labor Relations Board or any comparable agency of any state of the United States. 

(p) Funding of Certain Benefits. Except as set forth in SECI‘ION 4.12(p) of the Company’s Disclosure 
Letter, the Company has not contributed, transferred or otheMrise provided any cash, securities or other 
property to any grantee, trust, escrow or other arrangement that has the effect of providing or setting aside 
assets for benefits payable pursuant to any termination, severance or other change in control agreement. 
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SECTION 4.13 T w s .  (a) Tar Returns and T w s .  Except for such matters as could not reasonably be 
expected to have a Material Adverse Effect on the Company, (i) all Tax Returns that are required to be 
filed by or with respect to the Company or any of its Subsidiaries on or before the Effective Time have 
been or will be timely filed, (ii) all Bxes that are due and payable by the Company or any of its 
Subsidiaries on or before the Effective Time have been or will be timely paid in full or adequate reserves 
have been established for the payment of such Taxes, (iii) all withholding Bx requirements imposed on or 
with respect to the Company or any of its Subsidiaries and that are required to be satisfied at or before the 
Effective Time have been or will be satisfied in full in all respects and (iv) no penalty, interest or other 
charge is or will become due with respect to the late filing of any such Tax Return or late payment of any 
?Bx by the Company or any of its Subsidiaries. 

‘ 

(b) Audits. Except as set forth in SECTION 4.13(b) of the Company’s Disclosure Letter, all Material 
Tax Returns required to be filed by the Company or any of its Subsidiaries have been audited (and such 
audit has become final) by the applicable Governmental Authority or the applicable statute of limitations 
has expired for the period covered by such Tax Returns. 

(c) Errensions of Time. Except as set forth in SECTION 4.13(c) of the Company’s Disclosure Letter, 
there is not in force any extension of time with respect to the due date for the filing of any Material Tax 
Return required to be filed by the Company or any of its Subsidiaries or any waiver or agreement for any 
extension of time for the assessment or payment of any Tax due with respect to the period covered by any 
Tax Return filed, or required to be filed, by the Company or any of its Subsidiaries. 

(d) Claims. No Material issues have been raised by any Taxing authority in connection with the audit 
or examination of any Tax Return filed, or required to be filed, by the Company or any of its Subsidiaries, c; 
and there is no claim against the Company or any of its Subsidiaries for any Taxes, and no assessment,. 
deficiency or adjustment has been asserted or proposed with respect to any Tax Return, that, in either case, 
could reasonably be expected to have a Material Adverse Effect on the Company. 

(e) Aftiliared Group. Except as set forth in SECTION 4.13(e) of the Company’s Disclosure Letter, 
none of the Company and its Subsidiaries, during the last ten years, has been a member of an affiliated 
group filing a consolidated Federal income Tax Return other than an affiliated group of which the 
Company is the common parent. 

SECTION 4.14 Environmental Matters. Except for matters disclosed in SECIION 4.14 of the 
Company’s Disclosure Letter, or matters disclosed in the Company’s SEC Reports filed with the Commis- 
sion prior to the date hereof, and except for matters that, inpdually or in the aggregate, could not 
reasonably be expected to have a Material Adverse Effect on the Company, (a) the properties, operations 
and activities of the Company and its Subsidiaries are in compliance with all applicable Environmental 
Laws; (b) the Company and its Subsidiaries and the properties and operations of the Company and its 
Subsidiaries are not subject to any existing, pending or, to the Knowledge of the Company, threatened 
action, suit, investigation, inquiry or proceeding by or before any Court or Governmental Authority under 
any Environmental Law; (c) all Permits, if any, required to be obtained or filed by the Company or any of 
its Subsidiaries under any Environmental Law in connection with the business of the Company and its 
Subsidiaries have been obtained or filed and are valid and currently in full force and effect; (d) to the 
Knowledge of the Company, there has been no release of any hazardous substance, pollutant or contami- 
nant into the environment by the Company or its Subsidiaries or in connection with their properties or 
operations; (e) to the Knowledge of the Company, there has been no exposure of any Person or property 
to any hazardous substance, pollutant or contaminant in connection with the properties, operations and 
activities of the Company and its Subsidiaries; and ( f )  the Company and its Subsidiaries have made 
available to AEP all internal and external environmental audits and studies and all correspondence on f 
substantial environmental matters (in each case relevant to the Company or any of its Subsidiaries) in the . - 
possession of the Company or its Subsidiaries. 

. 
. 
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SECTION 4.15 Insurance. The Company and its Subsidiaries own and are, and have been continu- 
ously since January 1, 1993, beneficiaries under all such insurance policies underwritten by reputable 
insurers that. as to risks insured, coverages and related limits and deductibles, are customary in &he 
industries in which the Company and its Subsidiaries operate. Except as disclosed in SECTION 4.15 of the 
Company’s Disclosure Letter, neither the Company norany -of it Subsidiaries has received any notice of 
cancellation or termination of any Material insurance policy as to which it is a named beneficiary. All 
Material insurance policies of the Company and its Subsidiaries are valid and enforceable against the 
underwriters thereof in accordance with their terms, except as the same may be limited by legal principles 
of general applicability governing the application and availability of equitable remedies. 

SECTION 4.16 Pooling; Tar Mutters. Neither the Company nor, to the Knowledge of the Company, 
any of its Affiliates has taken or agreed to take any action that would prevent the Merger from being 
treated as a “pooling of interests” in accordance with generally accepted accounting principles and the 
Regulations of the Commission or from constituting a reorganization within the meaning of section 
368(a) of the Code. 

SECTION 4.17 Affiliates. SECTION 4.17 of the Company’s Disclosure Letter contains a true and 
complete list of all Persons who, to the Knowledge of the Company, may be deemed to be “affiliates” of 
the Company as such term is used in Rule 145 under the Securities Act, including all directors and 
executive officers of the Company. 

SECTION 4.18 Opinion of Financial AdvisoI: The Company has received the opinion of Morgan 
Stanley & Co. Incorporated on the date of this Agreement to the effect that the consideration to be 
received by the holders of Company Common Stock in the Merger is fair, from a financial point of view, to 
such holders. 

SECTION 4.19 Brokers. Except as set forth in SECTION 4.19 of the Company’s Disclosure Letter, no 
broker, finder or investment banker (other than Morgan Stanley & Co. Incorporated) is entitled to any 
brokerage, finder’s or other fee or commission in connection with the transactions contemplated by this 
Agreement based upon arrangements made by or on behalf of the Company. Prior to the date of this 
Agreement, the Company has made available to AEP complete and correct copies of all agreements 
between the Company and Morgan Stanley & Co. Incorporated pursuant to which such firm will be 
entitled to any payment relating to the transactions contemplated by this Agreement. 

SECTION 4.20 Ere Required. The approval by the holders of a majority of the votes entitled to be 
cast by holders of the Company Common Stock, with each share of Company Common Stock being 
entitled to one vote per share, is the only vote of the holders of any class or series of capital stock of the 
Company or any of its Subsidiaries required to approve the Merger, this Agreement or the transactions 
contemplated hereby (the “Required Company Vote”). 

. . 

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF THE AEP COMPANIES 

The AEP Companies hereby represent and warrant to the Company that: 

SECTION 5.1 Organization and Qualification; Subsidiaries. AEP and each Subsidiary of AEP are legal 
entities duly organized, validly existing and in good standing under the Laws of their respective jurisdic- 
tions of incorporation or organization, have all requisite power and authority to own, lease and operate 
their respective properties and to carry on their respective businesses as they are now being conducted and 
are duly qualified and in good standing to do business in each jurisdiction in which the nature of the 
business conducted by them or the ownership or leasing of their respective properties makes such 
qualification necessary, other than any matters, including the failure to be so duly qualified and in good 
standing, that could not reasonably be expected to have a Material Adverse Effect on AEF? SECTION 5.1 
of AEP’s Disclosure Letter sets forth, as of the date of this Agreement, a true and complete list of all of 
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the directly or indirectly owned Subsidiaries of AEP, together with (A) the jurisdiction of incorporation of 
each Subsidiary and the percentage of each Subsidiary’s outstanding voting securities owned by AEP or 
another Subsidiary of AEP, and (B) an indication of whether each such Subsidiary is a Significant 
Subsidiary. Except as set forth in SECTION 5.1 of AEP’s Disclosure Letter, neither AEP nor any of its 
Subsidiaries owns an equity interest in any other partnership or joint venture arrangement or other 
business entity that is Material to AEP. 

SECTION 5.2 Cedficute of Incorporation and Bylaws. AEP has heretofore marked for identification 
and furnished to the Company complete and correct copies of the certificate of incorporation and the 
bylaws or the equivalent organizational documents, in each case as amended or restated to the date hereof, 
of AEP, Newco and each of AEP’s Significant Subsidiaries. Neither AEP, Newco, nor any  of AEP’s 
Significant Subsidiaries is in violation of any of the provisions of its certificate of incorporation or bylaws 
(or equivalent organizational documents). 

SECTION 5.3 Capitalization. (a) AEP Common Stock. The authorized capital stock of AEP consists of 
300,000,000 shares of AEP Common Stock of which as of the date hereof (A) 189,989,989 shares were 
issued and outstanding, all of which are duly authorized, validly issued, fully paid and nonassessable and 
not subject to preemptive rights created by statute, AEP’s certificate of incorporation or bylaws or any 
agreement to which AEP is a party or is bound and (B) 51,581,493 shares were reserved for future issuance 
in the amounts and for the purposes set forth in SECTION 5.3(a) of AEP’s Disclosure Letter. 

(b) Reserved Shares. Except for shares to which reference is made in SECTION 5.3(a), no shares of 
AEP Common Stock are reserved for issuance, and there are no contracts, agreements, commitments or 
arrangements obligating AEP to (i) offer, sell, issue or grant any Equity Securities of AEP, (ii) to redeem, 
purchase or acquire, or offer to purchase or acquire. any outstanding Equity Securities of REP or 
(iii) grant any Lien on any shares of capital stock of AEl? 

(c) Subsidialy Stock. The authorized, issued and outstanding capital stock of, or other equity interests 
in, each of AEP’s Significant Subsidiaries and Newco are set forth in SECTION 5.3(c) of AEP’s Disclosure 
Letter. Except as set forth in SECTION 5.3(c) of AEP’s Disclosure Letter, (i) all the issued and 
outstanding common stock of each of AEP’s Significant Subsidiaries and Newco is owned, directly or 
indirectly, by AEP; (ii) all the issued and outstanding shares of each class of capital stock of, or other 
equity interests in, each of the Significant Subsidiaries of AEP and Newco have been duly authorized and 
are validly issued, and, with respect to capital stock, are fully paid and nonassessable, and were not issued 
in violation of any preemptive or similar rights of any past or present equity holder of such Significant 
Subsidiary; (iii) all such issued and outstanding shares, or other equity interests, that are indicated as 
owned by AEP, Newco or one of its Subsidiaries in SECTION 5.3(c) of AEP’s Disclosure Letter are owned 
(A) beneficially as set forth therein and (B) free and clear of all Liens; (iv) no shares of capital stock of, or 
other equity interests in, any Significant Subsidiary of AEP or Newco are reserved for issuance; and (v) 
there are no contracts, agreements, commitments or arrangements obligating AEP or any of its Significant 
Subsidiaries or Newco (A) to offer, sell, issue, grant, pledge, dispose of or encumber any Equity Securities 
of any of the Significant Subsidiaries of AEP or Newco or (B) to redeem, purchase or acquire, or offer to 
purchase or acquire, any outstanding Equity Securities of any of the Significant Subsidiaries of AEP or 
Newco or (C) to grant any Lien on any outstanding shares of capital stock of, or other equity interest in. 
any of the Significant Subsidiaries of AEP or Newco. 

(d) Adverse Claims. There are no voting trusts, proxies or other agreements, commitments or 
understandings of any character to which AEP or any of its Subsidiaries is a party or by which AEP or any 
of its Subsidiaries is bound with respect to the voting of any shares of capital stock of AEP, any of its 
Significant Subsidiaries or Newco, with respect to the registration of the offering, sale or delivery of any 
shares of capital stock of AEP or any of its Significant Subsidiaries or Newco under the Securities Act or 
otherwise relating to any shares of capital stock of AEP, any of its Significant Subsidiaries or Newco. 
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SECTION 5.4 Authorizution of Agreement. Each of AEP and Newco has all requisite corporate power 
and authority to execute and deliver this Agreement and each instrument required hereby to be executed 
and delivered by it at the Closing and, subject to obtaining the Required AEP Vote. to perform its 
obligations hereunder and thereunder and to consummate the transactions contemplated hereby. The 
execution and delivery by each of AEP and Newco of this Agreement and each instrument required hereby 
to be executed and delivered by it at the Closing and the performance of their respective obligations 
hereunder and thereunder have been duly and validly authorized by all requisite corporate action on the 
part of AEP and Newco (other than the Required AEP Vote). This Agreement has been duly executed and 
delivered by AEP and Newco and (assuming due authorization. execution and delivery hereof by the 
Company) constitutes a Iegal, valid and binding obligation of each of AEP and Newco, enforceable against 
each of them in accordance with its terms, except as the same may be limited by legal principles of general 
applicability governing the application and availability of equitable remedies. 

SECnON 5.5 Regulation and Approvals. (a) Utiliry Regulation. AEP is a public utility holding company 
registered under, and subject to the provisions of, the Holding Company Act,‘and AEP is the parent, 
owning all the outstanding common stock, of seven Domestic Public Utility Companies: (i) APCo, which 
provides regulated retail electricity service in the States of Virginia and West Virginia arid which is also 
regulated in the State of Tennessee; (ii) CSPCo, which provides regulated retail electricity service in the 
State of Ohio; (iii) I&M, which provides regulated retail electricity service in the States of Indiana and 
Michigan; (iv) KEPCo. which provides regulated retail electricity service in the State of Kentucky: 
(v) KPC, which provides regulated retail electricity service in the State of Tennessee; (vi) OPCo, which 
provides regulated retail electricity service in the State of Ohio and which ib also regulated in the State of 
West Virginia and (vii) WPC, which provides regulated retail electricity service in the State of West 
Virginia. In addition, AEP indirectly owns 50% of Yorkshire Electricity Group plc, a regulated regional 
electricity company in the United Kingdom (“Yorkshire”). Yorkshire is a Foreign Utility Company. Except 
for regulation of the aforesaid companies by FERC under the Federal Power Act, by the Commission 
under the Holding Company Act and by said states and as set forth in SECTION 5.5(a) of AEP’s 
Disclosure Letter, neither AEP nor any of its Subsidiaries is subject to regulation as a public utility or a 
public service company (or similar designation) by any state in the United States or any municipality or 
other political subdivision of any state. by the United States or by any Governmental Authority of the 
United States or by any foreign country. 

(b) Approvulr. Except for the applicable requirements set forth in SECTION 5,5(b) of AEP’s 
Disclosure Letter, no declaration, filing or registration with, no waiting period imposed by and no Permit 
or Order of, any Governmental Authority is required under any Law, Regulation or Order applicable to 
AEP or any of its Subsidiaries to permit AEP or Newco to execute, deliver or perform this Agreement or 
any instrument required hereby to be executed and delivered by either of them at the Closing, the failure 
to obtain which could reasonably be expected to have a Material Adverse Effect on AEP. 

SECTION 5.6 No Violation. Assuming receipt of all Permits and Orders indicated as required in 
SECTION 5.5(b) and receipt of the Required AEP Vote, neither the execution and delivery by AEP or 
Newco of this Agreement or any instrument required hereby to be executed and delivered by either of 
them at the Closing nor the performance by AEP or Newco of their respective obligations hereunder or 
thereunder will (a) violate or breach the terms of or cause a default under, or result in the termination of, 
or accelerate the performance required by, or result in a right of termination, cancellation or acceleration 
of any obligation under, or result in the creation of any lien, security interest, charge or encumbrance 
upon, any of the properties or assets of AEP or any of its Subsidiaries under (i) any Law, Regulation, 
Permit or Order applicable to AEP or any of its Subsidiaries, (u) the certificate of incorporation or bylaws 
or similar organizational documents of AEP or any of its Subsidiaries or (iii) any note, bond, mortgage, 
indenture, deed of trust, license, franchise, concession, lease, contract or agreement to which AEP or any 
of its Subsidiaries is a party or by which it or any of its properties or assets is bound, or (b) with the passage 
of time, the giving of notice or the taking of any action by a third Person, have any of the effects set forth in 
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clause (a) of this SECTION, except in any such case for any matters described in clauses (i) and (iii) of this 
SECTION that could not reasonably be expected to have a material adverse effect upon the ability of AEP 
or Newco to perform their respective obligations under this Agreement or a Material Adverse Effect on 
AEP. Prior to the execution of this Agreement, the Board of Directors of AEP has taken all necessary 
action to &use this Agreement and the transactions contemplated hereby to be exempt from the provisions 
of SECTION 912 of the New York Law. 

SECTION 5.7 Reports. (a) Reports. Since January 1, 1993, AEP and its Subsidiaries have filed or 
caused to be filed (i) all SEC Reports of AEP or any of its Subsidiaries required to be filed with the 
Commission and (ii) all other Reports of AEP or any of its Subsidiaries required to be filed with any other 

NRC and State Regulatory Commissions, except where the failure to file any such Reports of AEP or any 
of its Subsidiaries could not reasonably be expected to have a Material Adverse Effect on A€€? AEP has 
made available to the Company a true and complete copy of each such SEC Report. The Reports of AEP 
and its Subsidiaries, including all those filed after the date of this Agreement and prior to the Effective 
Time, (i) were or will be prepared in all material respects in accordance with the requirements of 
applicable Law and (ii), in the case of the SEC Reports of AEP and its Subsidiaries, did not at the time 
they were filed, or will not at the time they are filed, contain any untrue statement of a material fact or 
omit to state a material fact required to be stated therein or necessary in order to make the statements 
therein, in the light of the circumstances under which they were made, not misleading. 

(b) Financial Statements. The AEP Consolidated Financial Statements and any consolidated financial 
statements of AEP (including any related notes thereto) contained in any SEC Reports of AEP or any of 
its Subsidiaries filed with the Commission after the date of this Agreement (i) have been or will have been 

(except (A) to the extent required by changes in G M ,  (B) with respect to unaudited financial statements 
as permitted by Form lo-Q and (C), with respect to SEC Reports of AEP filed prior to the date of this 
Agreement, as may be indicated in the notes thereto) and (ii) fairly present the consolidated financial 
position of AEP and its Subsidiaries as of the respective dates thereof and the consolidated results of their 
operations and cash flows for the periods indicated (including, in the case of any unaudited interim 
financial statements, reasonable estimates of normal and recurring year-end adjustments). 

(c) No Omissions. Except for matters disclosed in SECTION 5.7(c) of AEP’s Disclosure Letter, or 
matters disclosed in AEP’s SEC Reports filed with the Commission prior to the date hereof, there exist no 
liabilities or obligations of AEP and its Subsidiaries, whether accrued, absolute, contingent or threatened, 
that would be required to be reflected, reserved for or disclosed under GAAP in consolidated financial 
statements of AEP as of and for the period ended on the dates on which this representation and warranty 
is made or deemed to be made, other than (i) liabilities or obligations that are adequately reflected, 
reserved for or disclosed in AEP’s Consolidated Financial Statements, (ii) liabilities or obligations incurred 
in. the ordinary course of business of AEP consistent with past practice since September 30, 1997, 
(iii) liabilities or obligations the incurrence of which would not have been prohibited by SECTION 6.1 or 
6.2(b) had such sections been in effect since September 30, 1997 and (iv) other liabilities and obligations 
that could not reasonably be expected to have a Material Adverse Effect on AEP. 

SECTION 5.8 No Material Adverse Effect; Conduct. (a) Material Adverse Changes. Except as set forth 
in SECTION 5.8(a) of AEP’s Disclosure Letter, since September 30, 1997, no event (other than any event 
that is of general application to the electric utility industry in the United States or the United Kingdom) 
has occurred that, individually or together with other similar events, has had, and to the Knowledge of 
AEP, no fact or condition (other than any fact or condition that is of general application to the electric 
utility industry in the United States or the United Kingdom) exists that could reasonably be expected to 
have, a Material Adverse Effect on AEF? 

:. 
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(b) Proscribed Conduct. Except as set forth in SECTION 5.8(b) of AEP’s Disclosure Letter, during 
the period from September 30,1997 to the date of this Agreement, neither AEP nor any of its Subsidiaries 
has failed to conduct its business in the ordinary course consistent with past practice, other than any 
conduct that would not have been prohibited by SECTION 6.1 or SECTION 6.2(b) had such sections been 
in effect since September 30, 1997. 

SECTION 5.9 Permits; Compliance. (a) General. To the Knowledge of AEP, AEP and its Subsidiaries 
have obtained all Orders and Permits that are necessary to carry on their businesses as currently 
conducted, except for any such Orders or Permits that the failure to possess, individually or in the 
aggregate, could not reasonably be expected to have a Material Adverse Effect on AEF! All such Orders 
and Permits are in full force and effect, have not been violated in any respect that could reasonably be 
expected to have a Material Adverse Effect on AEP and no suspension, revocation or cancellation thereof 
has occurred or, to the Knowledge of AEP, been threatened and there is no action, proceeding or 
investigation pending or, to the Knowledge of AEP, threatened regarding suspension, revocation or 
cancellation of any of such Permits or Orders, except where the suspension, revocation or cancellation of 
such Permits or Orders could not reasonably be expected to have a Material Adverse Effect on AEP 

(b) Cook Nuclear Plant. A Subsidiary of AEP is the owner of the Cook Nuclear Plant. Except as set 
forth in SECTION 5.9(b) of AEP’s Disclosure Letter, to the Knowledge of AEP, the operations of the 
Cook Nuclear Plant have at all times been conducted in compliance with applicable health, safety. 
regulatory and other legal requirements, except where the failure to be so in compliance in the aggregate 
could not reasonably be expected to have a Material Adverse Effect on AEP Except as set forth in 
SECTION 5.9(b) of AEP’s Disclosure Letter, to the Knowledge of AEP, the operations of the Cook 
Nuclear Plant are not the subject of any outstanding notices of violation or requests for information from 
the NRC or any other agency with jurisdiction over such facility. To the Knowledge of AEP, AEP 
maintains, and is in compliance with, an emergency plan designed to protect the health and safety of the 
public in the event of an unplanned release of radioactive materials from the Cook Nuclear Plant, and the 
NRC has determined that such plan is in compliance with its requirements. To the Knowledge of AEP, 
liability insurance to the full extent required by law for operating nuclear facilities remains in full force and 
effect with respect to the Cook Nuclear Plant, and the amount of such insurance has been approved by the 
NRC. To the Knowledge of AEP, plans for the decommissioning of the Cook Nuclear Plant, and for the 
storage of spent nuclear fuel, conform with the requirements of applicable law, and the owner of such 
facility has funded such plans to the extent required by Law. 

SECTION 5.10 Litigation; Compliance with Laws. There are no actions, suits, investigations or 
proceedings (including any proceedings in arbitration) pending or, to the Knowledge of AEP, threatened 
against AEP or any of its Subsidiaries, at law or in equity, in any Court or before or by any Governmental 
Authority, except actions, suits or proceedings that (a) are fully and accurately disclosed in AEP’s SEC 
Reports filed with the Commission prior to the date hereof, (b) are set forth in SECTION 5.10 or 
SECTION 5.14 of AEP’s Disclosure Letter or (c) individually or, with respect to multiple actions, suits or 
proceedings that allege similar theories of recovery based on similar facts, in the aggregate, could not 
reasonably be expected to have a Material Adverse Effect on AEF! Except as set forth in SECI’ION 5.10 of 
AEP’s Disclosure Letter, there are no Material claims pending or, to the Knowledge of AEP, threatened by 
any Persons against AEP or any of its Subsidiaries for indemnification pursuant to any statute, organiza- 
tional document, contract or othemise with respect to any action, suit, investigation or proceeding pending 
in any Court or before or by any Governmental Authority. Except as set forth in SECI‘ION 5.10 of AEP’s 
Disclosure Letter, AEP and its Subsidiaries are in substantial compliance with all applicable Laws and 
Regulations and are not in default with respect to any Order applicable to AEP or any of its Subsidiaries, 
except such events of noncompliance or defaults that, individually or in the aggregate, could not reasonably 
be expected to have a Material Adverse Effect on AEF! 
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SECIlON 5.11 Ownership of Company Common Stock. Neither AEP nor any of its Affiliates 
“beneficially own” (as such term is defined for purposes of SECTION 13(d) of the Exchange Act) any 
shares of Company Common Stock. 

SECI’ION 5.12 Employee Benefit Plans. (a) Listing. Each AEP Benefit Plan is listed in SECTION 
5.12(a) of AEP’s Disclosure Letter, including, with respect to Terminated AEP Benefit Plans, the date of 
termination. ’Rue and correct copies of each of the following have been made available to the Company 
with respect to each Current AEP Benefit Plan: (i) the three most recent annual reports (Form 5500) filed 
with the IRS, (ii) the plan document, (iii) the trust agreement, if any, (iv) the most recent summary plan 
description if required by ERISA, (v) the three most recent actuarial reports or valuations relating to each 
Current AEP Benefit Plan subject to Title IV of ERISA and (vi) the most recent determination letter, if 
any, issued by the IRS with respect to any Current AEP Benefit Plan intended to be qualified under 
SECTION 401 of the Code. 

(b) Material Adverse Changes. With respect to each AEP Benefit Plan, no event has occurred and, to 
the Knowledge of AEP, there exists no condition or set of circumstances in connection with which AEP or 
any of its Subsidiaries could be subject to any liability under the terms of such AEP Benefit Plan, ERISA, 
the Code or any other applicable Law, other than any condition or set of circumstances that could not 
reasonably be expected to have a Material Adverse Effect on AEF! 

(c) Qual$ed Status of Current Plans. Except as set forth in SECTION 5.12(c) of AEP’s Disclosure 
Letter, each Current AEP Benefit Plan intended to be qualified under SECTION 401 of the Code (i) 
satisfies in form the requirements of such SECTION, (ii) has received a favorable determination letter 
from the IRS regarding such qualified status, (iii) has not, since receipt of the most recent favorable 
determination letter, been amended, and, (iv) to the Knowledge of AEP, has not been operated in a way 
that would adversely affect its qualified status. 

(d) No Termination of Current Plans. Except as set forth in SECTION 5.12(d) of AEP’s DiscIosure 
Letter, there has been no termination or partial termination of any Current AEP Benefit Plan within the 
meaning of SECTION 411(d)(3) of the Code. 

(e) Terminated Plans. Any Terminated AEP Benefit Plan intended to have been qualified under 
SECTION 401 of the Code received a favorable determination letter from the IRS with respect to its 
termination. 

( f )  Claim. There are no actions, suits or claims pending (other than routine claims for benefits) or, to 
the Knowledge of AEP, threatened against, or with respect to, any AEP Benefit Plan or its assets that could 
reasonably be expected to have a Material Adverse Effect on AEP and, to the Knowledge of AEP, no facts 
or circumstances exist that could give rise to any such actions, suits or claims. 

(g) Pending Matters. To the Knowledge of AEP, there is no matter pending (other than routine 
qualification determination filings) with respect to any AEP Benefit Plan before the IRS, the Department 
of Labor, the PBGC or other Government Authority. 

(h) Timely-Conhibutiom. All contributions required to be made to AEP Benefit Plans pursuant to 
their terms and the provisions of ERISA, the Code or any applicable Law have been timely made. 

(i) Current Plans Subject to Zitle W o f  ERISA. As to each Current AEP Benefit Plan subject to Title 
N of ERISA, (i) there has been no event or condition that presents a significant risk of plan termination, 
(ii) no accumulated funding deficiency, whether or not waived, within the meaning of SECI’ION 302 of 
ERISA or SECTION 412 of the Code has been incurred, (iii) no reportable event within the meaning of 
SECI’ION 4043 of ERISA (for which the disclosure requirements of Regulation section 4043.1 et seq. 
promulgated by the PBGC have not been waived) has occurred within six years prior to the date of this 
Agreement, (iv) no notice of intent to terminate such Benefit Plan has been given under SECTION 4041 
of ERISA, (v) no proceeding has been instituted under SECI’ION 4042 of ERISA to terminate such 
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Benefit Plan, (vi) no liability to the PBGC has been incurred (other than with respect to required premium 
payments) and (vii) the assets of such Benefit Plan equal or  exceed the actuarial present value of the 
benefit liabilities, within the meaning of SECIION 4041 of ERISA, under such Benefit Plan, based upon 
reasonable actuarial assumptions and the asset valuation principles established by the PBGC. 

(j) Excess Parachute Payments. Except as set forth in SECTION 5.126) of AEP’s Disclosure Letter, in 
connection with the consummation of the transactions contemplated by this Agreement, no payments of 
money or other property, acceleration of benefit or provision of other rights have been or will be made 
under any Current AEP Benefit Plan that could be reasonably be expected to be nondeductible under 
SECI’ION 280G of the Code, whether or not some other subsequent action or event would be required to 
cause such payment, acceleration or provision to be triggered. 

(k) No Required Increase in Conmburions. The execution and delivery of this Agreement and the 
consummation of the transactions contemplated hereby will not (i) require AEP or any of its Subsidiaries 
to make a larger contribution to, or pay greater benefits or provide other rights under, any Current AEP 
Benefit Plan than it otherwise would, whether or not some other subsequent action or event would be 
required to cause such payment or provision to be triggered or (ii) create or give rise to any additional 
vested rights or service credits under any Current AEP Benefit Plan, whether or not some other 
subsequent action or event would be required to cause such creation or acceleration to be triggered. 

(1) Intentionally Omitted. 

(m) Retiree Benefits. Except as set forth in SECTION 5.12(m) of AEP’s Disclosure Letter, no Current 
AEP Benefit Plan (other than an AEP Benefit Plan maintained outside the United States that is either 
fully insured or fully funded through a retirement plan) provides retiree medical or retiree life insurance 
benefits to any Person and neither AEP nor any of its Subsidiaries is conrractually or otherwise obligated 
(whether or not in writing) to provide any Person with life insurance or medical benefits upon retirement 
or termination of employment, other than as required by the provisions of SECTIONS 601 through 608 of 
ERISA and SECTION 49808 of the Code. 

(n) Multiemployer Plans. Except as set forth in SECTION 5.12(n) of AEP’s Disclosure Letter, neither 
AEP nor any member of its Controlled Grcup contributes or has an obligation to contribute, and has not 
within six years prior to the date of this Agreement contributed, had an obligation to contribute, or had any 
other liability to a multiemployer plan within the meaning of SECTION 3(37) of ERISA. Neither AEI’ nor 
any member of its Controlled Group participate in any multiemployer plan with withdrawal liability on the 
date hereof which could reasonably be expected to have a Material Adverse Effect on AEP 

(0) Collective Bargaining ConCracts. Except as set forth in SECTION 5.12(0) of AEP’s Disclosure 
Schedule, (i) no collective bargaining agreement is being negotiated by AEP or any of its Subsidiaries, 
(ii) there is no pending or, to the Knowledge of AEP, threatened labor dispute, strike or work stop- 
page against AEP or any of its Subsidiaries that could reasonably be expected to have a Material Adverse 
Effect on AEP, (iii) to the Knowledge of AEP, neither AEP or any of its Subsidiaries nor any representative 
or employee of AEP or any of its Subsidiaries has in the United States committed any Material unfair 
labor practices in connection with the operation of the business of AEP and its Subsidiaries, and (i) there is 
no pending or, to the Knowledge of AEP, threatened charge or complaint against AEP or any of its 
Subsidiaries by the National Labor Relations Board or any comparable agency of any state of the United 
States. 

SECTION 5.13 Taxes. (a) Tar Retwms and Taxes. Except for such matters as could not reasonably be 
expected to have a Material Adverse Effect on AEP, (i) all Tax Returns that are required to be filed by or 
with respect to AEP or any of its Subsidiaries on or before the Effective Time have been or will be timely 
filed, (ii) all Bxes that are due and payable by AEP or any of its Subsidiaries on or before the Effective 
Time have been or will be timely paid in full or adequate reserves have been established for the payment of 
such Taxes, (iii) all withholding Tax requirements imposed on or with respect to AEP or any of its 
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Subsidiaries and that are required to be satisfied at or before the Effective Time have been or will be 
satisfied in full in all respects and (iv) no penalty, interest or other charge is or will become due with 
respect to the late filing of any such Tax Return or late payment of any Tax by AEP or any of its 
Subsidiaries. 

(b) Audits. Except as set forth in SECTION 5.13(b) of AEP’s Disclosure Letter, all Material Tax 
Retvrns required to be filed by AEP or any of its Subsidiaries have been audited (and such audit has 
become final) by the applicable Governmental Authority or the applicable statute of limitations has 
expired for the period covered by such Tax Returns. 

(c) firension of Time. Except as set forth in SECTION 5.13(c) of AEP’s Disclosure Letter, there is 
not in force any extension of time with respect to the due date for the filing of any Material Tax Return 
required to be filed by AEP or any of its Subsidiaries or any waiver or agreement for any extension of time 
for the assessment or payment of any Tax due with respect to the period covered by any Tax Return filed, 
or required to be filed, by AEP or any of its Subsidiaries. 

(d) Claims. No Material issues have been raised by any Taxing authority in connection with the audit 
or examination of any Tax Return filed, or required to be filed, by AEP or any of its Subsidiaries, and there 
is no claim against AEP or any of its Subsidiaries for any Taxes, and no assessment, deficiency or 
adjustment has been asserted or proposed with respect to any Tax Return, that, in either case, could 
reasonably be expected to have a Material Adverse Effect on AEF! 

(e) Afiliateu Group. Except as set forth in SECTION 5.13(e) of AEP’s Disclosure Letter, none of 
AEP and its Subsidiaries, during the last ten years, has been a member of an affiliated group filing a 
consolidated Federal income Tax Return other than an affiliated group of which AEP is the common 
parent. 

SECTION 5.14 Environnienral Matters. Except for matters disclosed in SECTION 5.14 of AEP’s 
Disclosure Letter, or matters disclosed in AEP’s SEC Reports filed with the Commission prior to the date 
hereof, and except for matters that, individually or in the aggregate, could not reasonably be expected to 
have a Material Adverse Effect on AEF! (a) the properties. operations and activities of AEP and its 
Subsidiaries are in compliance with all applicable Environmental Laws: (b) AEP and its Subsidiaries and 
the properties and operations of AEP and its Subsidiaries are not subject to any existing, pending or, to the 
Knowledge of AEP, threatened action, suit, investigation, inquiry or proceeding by or before any Court or 
Governmental Authority under any Environmental Law; (c) all Permits, if any, required to be obtained or 
filed by AEP or any of its Subsidiaries under any Environmental Law in connection with the business of 
AEP and its Subsidiaries have been obtained or filed and are valid and currently in full force and effect; 
(d) to the Knowledge of AEP, there has been no release of any hazardous substance, pollutant or 
contaminant into the environment by AEP or its Subsidiaries or in connection with their properties or 
operations; (e) to the Knowledge of AEP, there has been no exposure of any Person or property to any 
hazardous substance, pollutant or contaminant in connection with the properties, operations and activities 
of AEP and its Subsidiaries; and ( f )  AEP and its Subsidiaries have made available to the Company all 
internal and external environmental audits and studies and all correspondence on substantial environmen- 
tal matters (in each case relevant to AEP or any of its Subsidiaries) in the possession of AEP or its 
Subsidiaries. 

SECTION 5.15 Insurance. AEP and its Subsidiaries own and are, and have been continuously since 
January 1, 1993, beneficiaries under all such insurance policies underwritten by reputable insurers that, as 
to risks insured, coverages and related limits and deductibles, are customary in the industries in which AEP 
and its Subsidiaries operate. Except as disclosed in SECTION 5.15 of AEP’s Disclosure Letter, neither 
AEP nor any of it Subsidiaries has received any notice of cancellation or termination of any Material 
insurance policy as to which it is a named beneficiary. All Material insurance policies of AEP and its 
Subsidiaries are valid and enforceable against the underwriters thereof in accordance with their terms, 
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except as the same may be limited by legal principles of general applicability governing the application and 
availability of equitable remedies. 

SECTION 5.16 Pooling; Tar Maters. Neither AEP nor, to the Knowledge of AEP, any of its Affiliates 
has taken or agreed to take any action that would prevent the Merger from being treated as a “pooling of 
interests” in accordance with generally accepted accounting principles and the Regulations of the Commis- 
sion of from constituting a reorganization within the meaning of section 368(a) of the Code. 

SECTION 5.17AfJiliutes. SECTION 5.17 of AEP’s Disclosure Letter contains a true and complete list 
of all Persons who, to the Knowledge of AEP, may be deemed to be “affiliates” of AEP as such term is 
used under Rule 145 under the Securities Act, including all directors and executive officers of AEP. 

SECTION 5.18 Opinion ofFinanciaf Advisor: AEP has received the opinion of Salomon Smith Barney 
on the date of this Agreement to the effect that the consideration to be paid by AEP in the Merger is fair. 
from a financial point of view, to AEP. 

SECTION 5.19 Brokers. Except as set forth in SECTION 5.19 of AEP’s Disclosure Letter, no broker, 
finder or investment banker (other than Salomon Smith Barney) is entitled to any brokerage. finder’s or 
other fee or commission in connection with the transactions contemplated by this Agreement based upon 
arrangements made by or on behalf of AEP. Prior to the date of this Agreement, AEP has made available 
to the Company complete and correct copies of all agreements between AEP and Salomon Smith Barney 
pursuant to which such firm will be entitled to any payment relating to the transactions contemplated by 
this Agreement. 

SECTION 5.20 Vole Required. The affirmative vote of holders of a majority of the outstanding shares 
of AEP Common Stock is the only vote of holders of any class or series of capital stock of AEP necessary 
to approve the amendment to the restated certificate of incorporation of AEP in order to increase the 
number of authorized shares of AEP Common Stock to be issued in the Merger (the “Charter Amend- 
ment”); and the affirmative vote of holders of shares of AEP Common Stock representing a majority of the 
total votes cast at a meeting of the holders of outstanding shares of AEP Common Stock is the only vote of 
the holders of any class or series of AEP capital stock necessary under the rules of the NYSE to approve 
the issuance of shares of AEP Common Stock to be issued in the Merger (the “Share Issuance”). Such 
votes of the holders of shares of AEP Common Stock necessary to approve the Charter Amendment and 
the Share Issuance are hereinafter collectively referred to as the “Required AEP Vote” and are the only 
votes of the holders of any class or series of capital stock of A E P  or its Subsidiaries required to approve the 
Merger, this Agreement or the transactions contemplated hereby, except for the vote of AEP as the sole 
stockholder of Newco. AEP, in its capacity as sole stockholder of Newco, has approved this Agreement and 
the transactions contemplated hereby. 

SECTION 5.21 No Business Activities. Newco was organized solely for the purpose of the transactions 
contemplated hereby and has not conducted any activities other than in connection with the organization 
of Newco, the negotiation and execution of this Agreement and the consummation of the transaction 
contemplated hereby. Newco has no Subsidiaries. 
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except (i) pursuant to any contract, agreement or other legal obligation of the Company or any of its 
Subsidiaries existing at the date of this Agreement, (ii) increases in salary payable or to become 
payable upon promotion to an office having greater operational responsibilities, (iii), in the. case of 
severance or termination.payments, pursuant to the severance policy of the Company or its Subsidiar- 
ies existing at the date of this Agreement, (iv) in the case of options, warrants, rights or Benefit Plans, 
amendments required by ERISA or other applicable law and (v) except with respect to the manage- 
ment employees of the Company who are parties to Change of Control Agreements with the 
Company on the date hereof, any such increase, grant, amendment, modification or action in the 
ordinary course of business consistent with past practice; 

(ii) (A) enter into any employment or severance agreement with, any director, officer or 
employee, either individually or as part of a class of similarly situated persons or (B) establish, adopt 
or enter into any new Benefit Plan; except employment and severance agreements entered into for the 
benefit of any newly employed or promoted officers or employees, in which case, the terms of such 
agreements shall be reasonably consistent with those existing at the date of such employment and 
except for Company Benefit Plans relating to health and life insurance benefits established, adopted 
or entered into in the ordinary course of business consistent with past practice; 

(iii) declare or pay any dividend on, or make any other distribution in respect of, outstanding 
shares of capital stock of the Company or any Significant Subsidiary, except (A) dividends declared 
and paid by the Company with respect to the outstanding Company Common Stock at approximately 
the same times and at a rate per share of Company Common Stock not to exceed the rate per share of 
Company Common Stock as were declared and paid during the year ending December 31, 1997 and 
(B) dividends and distributions by a wholly owned Subsidiary of the Company to the Company or 
another wholly owned Subsidiary of the Company and (C) dividends and distributions declared and 
paid with respect to outstanding shares of preferred stock or similar obligations of the Company’s 
Subsidiaries; 

(iv) (A) redeem, purchase or acquire any outstanding Equity Securities of the Company or any of 
its Significant Subsidiaries other than redemptions, repurchases and other acquisitions of Equity 
Securities in the ordinary course of business consistent with past practice and that will not cause a 
failure of the condition contained in Section 8.l(e) to be satisfied, including purchases, redemptions 
and other acquisitions (1) in connection with the administration of employee benefit. direct stock 
purchase and dividend reinvestment plans as in effect on the date hereof in the ordinary course of the 
operation of such plans, (2) required by the respective terms of any Equity Security, (3) in connection 
with the refunding of preferred Equity Securities or through the issuance of additional preferred 
Equity Securities or indebtedness, as the case may be, at a lower cost of funds (calculating such cost 
on an aggregate after-tax basis) or through the issuance of indebtedness not prohibited by Section 
6.2(a)(xi), (4) of Company Common Stock in the open market to fund up to $lO,OO0,0oO in any fiscal 
year of any acquisitions not prohibited by Section 6.2(a)(vii), ( 5 )  in intercompany transactions and 
(6) by the Company or any of its wholly-owned Subsidiaries directly from any wholly-owned Subsidiary 
of the Company in exchange for capital contributions or loans to such Subsidiary); or (B) split, 
combine or reclassify the Company Common Stock or effect any recapitalization of the Company; 

(v) offer, sell, issue or grant, or authorize the offering, sale, issuance or grant, of any Equity 
Securities of the Company or any of its Significant Subsidiaries; except issuances of (A) Company 
Common Stock (1) upon the exercise of Company stock options outstanding at the date of this 
Agreement in accordance with the terms thereof, (2) upon the expiration of any restrictions upon 
issuance of any grant existing at the date of this Agreement of restricted stock or stock bonus pursuant 
to the terms of any Benefit Plans of the Company or any of its Subsidiaries or (3) periodically 
pursuant to the terms of any Benefit Plans of the Company or any of its Subsidiaries; and 
(B) preferred stock or similar securities of any Subsidiary for the purpose of financing investments or 
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&-“\ 
capital expenditures not prohibited under this Agreement or refinancing existing indebtedness or t&+’ 
preferred stock or similar obligations of such Subsidiary; 

(vi) grant any Lien (other than Permitted Encumbrances) with respect to any shares of capital 
stock of, or other equity interests in, any Significant Subsidiary of the Company owned beneficially by 
the Company or any other Subsidiary of the Company; 

(vii) acquire, by merging or consolidating with, by purchasing an equity interest in or a portion of 
the assets of, or in any other manner acquiring, any business or any corporation, partnership, 
association or other business organization or division thereof or otherwise acquire any assets of any 
other Person; except (A) the purchase of assets from suppliers or vendors in the ordinary course of 
business and consistent with past or then standard industry practice, (B) acquisitions of equity 
interests, assets (excluding the acquisition of assets permitted in clause (A) above) and businesses 
related to the core domestic and U.K. regulated businesses in which the Company and its Subsidiaries 
are currently engaged (the “Company Core Businesses”) the fair market value of the total considera- 
tion (including the value of indebtedness (other than non-recourse indebtedness) or other liability 
acquired or assumed) for which does not exceed 105% of the amount budgeted by the Company for 
such acquisitions as set forth in Section 6.2(a)(vii) of the Company’s Disclosure Letter and (C) in 
connection with a Company Permitted Transaction; 

(viii) except in connection with Company Permitted Transactions or as required by Law, sell, 
lease, exchange or otherwise dispose of, or grant any Lien (other than a Permitted Encumbrance) with 
respect to! any of the assets of the Company or any of its Subsidiaries that are Material to the 
Company, except dispositions of assets other than generation assets and inventories in the ordinary 
course of business and consistent with past practice; 

$. 

. 

L ;  

;:... 
; 

(ix) adopt any amendments to its charter or bylaws or other organizational documents that could c” 
reasonably be expected to have a material adverse effect on the ability of the Company to perform its .__ .,’ ’ 

obligations under this Agreement; 

(x) (A) change any of its methods of accounting in effect at September 30, 1997, except as may 
comply with GAAP, (B) make or rescind any election relating to Taxes that are Material to the 
Company (other than any election that must be made periodically and that is made consistent with 
past practice) or (C) change any of its methods of reporting income or deductions for Federal income 
tax purposes from those employed in the preparation of the Federal income tax returns for the taxable 
year ending December 31. 1996, except, in the case of each of clauses (A), (B) and (C), as may be 
required by Law and, in the case of clause (C), for matters that could not reasonably be expected to 
have a Material Adverse Effect on the Company; 

(xi) except in connection with a Company Permitted Transaction or as required by Law, incur any 
obligations for borrowed money or purchase money indebtedness that are Material to the Company, 
whether or not evidenced by a note, bond, debenture or similar instrument, except (A) drawings under 
credit lines existing at the date of this Agreement or renewals or replacements thereof, (B) obligations 
evidenced by debt securities issued by a Subsidiary of the Company for the purpose of financing 
investments or capital expenditures permitted under this Agreement or refinancing existing indebted- 
ness or preferred stock obligations of such Subsidiary and (C) indebtedness incurred in the ordinary 
course of business consistent with past or then standard industry practice; 

(xii) unless required by the terms thereof, release any third Person from its obligations under any 
existing standstill agreement or similar agreement whether included in a confidentiality agreement or 
otherwise; 

./:. 
,-!, 

:.. 
i : 
- 

. 
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course of business) that provides for an exclusive arrangement with that third Person or is substan- 
tially more restrictive on the Company or any of its Subsidiaries or substantially less advantageous to 
the Company or any of its Subsidiaries than Material Contracts existing on the date hereof; . 

. (xh) except in connection with a Company Permitted Transaction or as required by Law, make 
capital and non-fuel operational and maintenance expenditures relating to the Company Core 
Businesses in excess of 105% of the amount budgeted by the Company for capital and non-fuel 
operational and maintenance expenditures as set forth in Section 6.2(a)(vii) of the Company’s 
Disclosure Letter; 

(xv) except pursuant to any contract, agreement or other legal obligation of the Company,or any 
of its Subsidiaries existing at the date of this Agreement, make, or commit to make, any investments 
in, or loans or capital contributions to, or to undertake any guarantees or other obligations with 
respect to, any joint venture (whether organized as a corporation, partnership or other legal entity) in 
excess of 105% of the amount budgeted by the Company for such investments relating to the 

. Company Core Businesses as set forth in Section 6.2(a)(vii) of the Company’s Disclosure Letter or in 
connection with a Company Permitted Transaction; or 

(mi) agree in writing or otherwise to do any of the foregoing. 

(b) AEP Covenants, AEP covenants and agrees that, except as expressly contemplated bjr this 
Agreement or Section 6.2(b) of AEP’s Disclosure Letter or otherwise consented to in writing by the 
Company, which consent shall not be unreasonably withheld, from the date of this Agreement until the 
Effective Time, it will not do, and will not permit any of its Subsidiaries to do, any of the following: 

(i) (A) increase the compensation payable to or to become payable to any director or executive 
officer; (B) grant any severance or termination pay; (C) amend or othenvise modify the terms of any 
outstanding options, warrants or rights, the effect of which shall be to make such terms more favorable 
to the holders thereof; (D) amend or take any other actions to increase the amount or accelerate the 
payment or vesting of any benefit under any Benefit Plan (including the acceleration of vesting, 
waiving of performance criteria or the adjustment of awards or any other actions permitted upon a 
change in control of such party or upon a filing under Section 13(d) or 14(d) of the Exchange Act with 
respect to such party); except (i) pursuant to any contract, agreement or other legal obligation of AEP 
or any of its Subsidiaries existing at the date of this Agreement, (ii) increases in salary payable or to 
become payable upon promotion to an office having greater operational responsibilities, (iii), in the 
case of severance or termination payments, pursuant to the severance policy of AEP or its Subsidiaries 
existing at the date of this Agreement, (iv) in the case of options, warrants, rights or Benefit Plans, 
amendments required by ERISA or other applicable law and (v) any (including incentive) increase, 
grant, amendment, modification or action in the ordinary course of business consistent with past 
practice; 

(ii) (A) enter into any employment or severance agreement with, any director, officer or 
employee,. either individually or as part of a class of similarly situated persons or (B) establish, adopt 
or enter into any new Benefit Plan; except (1) employment and severance agreements entered into for 
the benefit of any newly employed or promoted officers or employees, in which case, the terms of such 
agreements shall be reasonably consistent with those existing at the date of such employment, (2) that 
AEP may modify or enter into severance arrangements with management employees, which arrange- 
ments provide a level of severance benefits to such management employees generally comparable to 
the level of severance benefits which are, on the date of this Agreement, provided to similarly situated 
employees of the Company and (3) for AEP Benefit Plans relating to health and life insurance 
benefits established, adopted or entered into in the ordinary course of business consistent with past 
practice; 
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(iii) declare or pay any dividend on, or to make any other distribution in respect of, outstanding 
shares of capital stock of AEP or any Significant Subsidiary (other than Yorkshire), except 
(A) dividends declared and paid by AEP with respect to the outstanding AEP Common Stock at 
approximately the same times and rates and at a rate per share of AEP Common Stock not less than 
the rate per share of AEP Common Stock as were declared and paid during the year ended 
December 31, 1997 and (B) dividends and distributions by a wholly owned Subsidiary of AEP to AEP 
or another wholly owned Subsidiary of AEP and (C) dividends and distributions declared and paid 
with respect to outstanding shares of preferred stock or similar obligations of AEP’s Subsidiaries. 

(iv) (A) redeem, purchase or acquire, or offer to purchase or acquire, any outstanding Equity 
Securities of AEP or any of its Significant Subsidiaries other than redemptions, repurchases and other 
acquisitions of Equity Securities in the ordinary course of business consistent with past practice which 
will not cause a failure of the condition contained in Section 8.l(e) to be satisfied, including 
purchases, redemptions and other acquisitions (1) in connection with the administration of employee 
benefit; direct stock purchase and dividend reinvestment plans as in effect on the date hereof in the 
ordinary course of the operation of such plans, (2) required by the respective terms of any Equity 
Security, (3) in connection with the refunding of preferred Equity Securities or through the issuance 
of additional preferred Equity Securities or indebtedness, as the case may be, at a lower cost of funds 
(calculating such cost on an aggregate after-tax basis) or through the issuance of indebtedness not 
prohibited by Section 6.2jb)(xi), (4) of AEP Common Stock in the open-market to fund up to 
$10,000,000 in any fiscal year of any acquisitions not prohibited by Section 6.2(b)(vii), (5) in 
intercompany transactions and (6) by AEP or any of its wholly-owned Subsidiaries directly from any 
wholly-owned Subsidiary of AEP in exchange for capital contributions or loans to such Subsidiary; or 
(B) split, combine or reclassify AEP Common Stock or effect any recapitalization of AEP; 

(v) offer, sell, issue or grant, or authorize the offering, sale, issuance or grant, of any Equity ’\ 

Securities of AEP or any of its Significant Subsidiaries; except issuances of (A) AEP Common Stock c 2’ 
(1) upon the expiration of any restrictions upon issuance of any grant existing at the date of this 
Agreement of restricted stock or stock bonus pursuant to the terms of any Benefit Plans of AEP or 
any of its Subsidiaries or (2) periodically pursuant to the terms of any Benefit Plans of AEP or any of 
its Subsidiaries; (B) preferred stock or similar securities of any Subsidiary for the purpose of financing 
investments or capital expenditures not prohibited under this Agreement or refinancing existing 
indebtedness or preferred stock or similar obligations of such Subsidiary and (C) issuances of a 
number of shares of AEP Common Stock not in excess of 10% of the number of shares represented to 
be outstanding in Section 5.3 hereof; 

(vi) grant any Lien (other than Permitted Encumbrances) with respect to any shares of capital 
stock of, or other equity interests in, any Significant Subsidiary of AEP owned beneficially by AEP or 
any other Subsidiary of AJZP; 

. 
. 

. A  

(vii) acquire, by merging or consolidating with, by purchasing an equity interest in or a portion of 
the assets of, or in any other manner acquiring, any business or any corporation, partnership, 
association or other business organization or division thereof or otherwise acquire any assets of any 
other Person; except (A) the purchase of assets from suppliers or vendors in the ordinary course of 
business and consistent with past or then standard industry practice and (B) acquisitions of equity 
interests, assets (excluding the acquisition of assets permitted in clause (A) above) and businesses 
related to the energy sector the fair market value of the total consideration (including the value of 
indebtedness (other than non-recourse indebtedness) or other liability acquired or assumed) for which 
does not exceed $2.5 billion in the aggregate (which amount shall be reduced by the amount permitted 
and expended for (x) capital expenditures (other than relating to the core domestic and United 
Kingdom regulated utility business in which AEP and its Subsidiaries are currently engaged (the “AEP 
Core Businesses”)) pursuant to Section 6.2(b)(xiv) and (y) joint ventures pursuant to Section . 
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(viii) sell, lease, exchange or otherwise dispose of, or grant any Lien (other than a Permitted 
Encumbrance) with respect to, any of the assets of AEP or any of its Subsidiaries that are Material to 
AEP, except (A) dispositions of assets other than generation assets and inventories in the ordinary 
course of business and consistent with past practice, (B) divestitures of non-AEP Core Businesses and 
(C) except as required by Law; 

(ix) adopt any amendments to its charter or bylaws or other organizational documents that could 
reasonably be expected to have a material adverse effect on the ability of AEP to perform its 
obligations under this Agreement; 

(x) (A) change any of its methods of accounting in effect at September 30, 1997, except as rnay 
be required to comply with GAAP, (B) make or rescind any election relating to Taxes that are Material 
to AEP (other than any election that must be made periodically and that is made consistent with past 
practice) or (C) change any of its methods of reporting income or deductions for Federal income tax 
purposes from those employed in the preparation of the Federal income tax returns for the taxable 
year ending December 31, 1996, except, in the case of each of clauses (A), (B) and (C), as may be 
required by Law and, in the case of clause (C), for matters that could not reasonably be expected to 
have a Material Adverse Effect on AEP 

(xi) except as required by Law, incur any obligations for borrowed money or purchase money 
indebtedness that are Material to AEP, whether or not evidenced by a note, bond, debenture or 
similar instrument, except (A) drawings under credit lines existing at the date of this Agreement or 
renewals or replacements thereof, (B) obligations evidenced by debt securities issued by a Subsidiary 
of AEP for the purpose of financing investments or capital expenditures permitted under this 
Agreement or refinancing existing indebtedness or preferred stock obligations of such Subsidiary, 
(C) purchase money indebtedness as to which Liens may be granted as permitted by Section 
6.2(b)(vi), (D) indebtedness incurred in the ordinary course of business consistent with past practice 
and (E) indebtedness not in excess of $2.0 billion in the aggregate (in addition to the aggregate 
amount budgeted for indebtedness by AEP as set forth in Section 6.2(b)(xi) of AEP’s Disclosure 
Letter); 

(xii) unless required by the terms thereof, release any third Person from its obligations under any 
existing standstill agreement or similar agreement whether included in a confidentiality agreement or 
otherwise; 

(xiii) except as otherwise required by Law, enter into any Material Contract with any third Person 
(other than customers and vendors in the ordinary course of business) that provides for an exclusive 
arrangement with that third Person or is substantially more restrictive on AEP or any of its 
Subsidiaries or substantially less advantageous to AEP or any of its Subsidiaries than Material 
Contracts existing on the date hereof; 

(xiv) other than with respect to the AEP Core Businesses or except as required by Law, make 
capital expenditures in excess of $2.5 billion less the amounts permitted and expended in connection 
with acquisitions and joint ventures pursuant to Section 6.2(b)(vii) and Section 6.2(b)(xv); 

( x v )  except pursuant to any contract, agreement or other legal obligation of AEP or its Subsidiar- 
ies existing at the date of this Agreement, make or commit to make, any investments in, or loans or 
capital contributions to, or to undertake any guarantees or other obligations with respect to, any joint 
venture in excess of $2.5 billion (which amount shall be reduced by any amounts permitted and 
expended for capital expenditures (other than with respect to the AEP Core Businesses)) and 
acquisitions as set forth in Section 6.2(b)(xiv) and 6.2(b)(vii); or - 

(mi) agree in writing or otherwise to do any of the foregoing. 
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SECTION 6.3 Access and Information. A E P  and the Company shall each, and shall each cause its 
Subsidiaries to, (i) afford to the other party and its officers, directors, employees, accountants, consultants, 
legal counsel, agents and other representatives (collectively, the “Representatives” of such party) reason- 
able access at reasonable times upon reasonable prior notice to the officers, employees, agents, properties, 
offices and other facilities of such party and its Subsidiaries and to their books and records and (ii) furnish 
promptly to the other party and its Representatives such information concerning the business, properties, 
contracts, records and personnel of the furnishing party and its Subsidiaries (including financial, operating 
and other data and information) as may be reasonably requested, from time to time, by or on behalf of the 
other party. All documents furnished pursuant to this Section 6.3 shall be subject to the Confidentiality 
Agreement. 

ARTICLE M 

ADDITIONAL AGREEMENTS 

SECTION 7.1 Meeting ofAEP Stockholders. AEP shall, promptly after the date of this Agreement, 
take all actions necessary in accordance with Law, the rules of the NYSE and its certificate of incsrpora- 
tion and bylaws to convene a special meeting of AEP’s stockholders for the purpose of obtaining the 
Required AEP Vote (together with any adjournments thereof, the “AEP Stockholders’ Meeting”), and 
AEP shall consult with the Company in connection therewith. Subject to Section 7.19, AEP shall take all 
commercially reasonable action to solicit from stockholders of A E P  proxies in favor of the Share Issuance 
and the Charter Amendment and to secure the Required AEP Vote and the Board of Directors of AEP 
shall recommend approval of the Share Issuance and the Charter Amendment by the stockholders of AEP. 

The Company shall, promptly after the date of 
this Agreement, take all actions necessary in accordance with Law, the rules of the NYSE and its 
certificate of incorporation and bylaws to convene a special meeting of the Company’s stockholders to 
consider approval and adoption of this Agreement and the Merger (together with any adjournments 
thereof, the “Company Stockholders’ Meeting”), and the Company shall consult with AEP in connection 
therewith. Subject to Section 7.19, the Company shall take all commercially reasonable action to solicit 
from stockholders of the Company proxies in favor of the approval and adoption of this Agreement and 
the Merger and to secure the Required Company Vote and the Board of Directors of the Company shall 
recommend approval of the transactions contemplated by this Agreement by the stockholders of the 
Company. 

SECTION 7.3 Regutration Statement; Joint Proxy StatementlProspectus. (a) Joint Proxy State- 
mentlProspectus. As promptly as practicable after the execution of this Agreement, the parties shall 
prepare and file with the Commission the registration statement on form S-4 to be filed with the 
Commission in connection with the issuance of shares of AEP common stock in the Merger (the 
“Registration Statement”) and the joint proxy statement relating to the meetings of AEP’s and the 
Company’s stockholders to be held in connection with the Merger (together with any amendments thereof 
or supplements thereto effected prior to the effective date of the Registration Statement, the “Joint Proxy 
StatementProspectus”). The Joint Proxy Statemenflrospectus shall comply as to form in all material 
respects with the applicable provisions of the Securities Act and the Exchange Act and the Regulations 
thereunder. Each of the AEP Companies and the Company shall furnish all information concerning it and 
the holders of its capital stock as the other may reasonably request in connection with the preparation and 
filing of the Joint Proxy StatementProspectus. Each of the AEP Companies and the Company will use all 
commercially reasonable efforts to have or cause the Registration Statement to become effective as 
promptly as practicable, and shall take any action required to be taken under any applicable Federal or 
state securities Laws in connection with the issuance of shares of AEP Common Stock in the Merger 
(other than qualifying to do business in any jurisdiction in which they are currently not so qualified). As 
promptly as practicable after the Registration Statement shall have become effective, (x) AEP shall mail 
the Joint Proxy Statemenflrospectus to its stockholders entitled to notice of and to vote at the AEP 

SECTION 7.2 Meeting of Company Stockholders. 
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Stockholders’ Meeting and (y) the Company shall mail the Joint Proxy StatementProspectus to its 
stockholders entitled to notice of and to vote at the Company Stockholders’ Meeting. 

(b) Company Information. Tbe information supplied by the Company for inclusion or incorpora- 
tion by reference in the Registration Statement shall not, at the time the -Registration Statement is 
declared effective, contain any untrue statement of a material fact or omit to state any material fact 
required to be stated therein or necessary in order to make the statements therein not misleading. The 
information supplied by the Company for inclusion or incorporation by reference in the Joint Proxy 
Statemenflrospectus shall not, at the date of the mailing of the Joint Proxy StatementProspectus (or any 
supplement thereto) and at the time of the AEP Stockholders’ Meeting or of the Company Stockholders’ 
Meeting or at the Effective Time, contain any untrue statement of a material fact or omit to state any 
materia1 fact required to be stated therein or necessary in order to make the statements therein, in the light 
of the circumstances under which they were made, not misleading. If at any time prior to the Effective 
Time any event or circumstance relating to the Company or any of its Subsidiaries, or its or their respective 
officers or directors, should be discovered by the Company that should be set forth in an amendment to the 
Registration Statement or a supplement to the Joint Proxy StatementProspectus, the Company shall 
promptly inform AEF! All documents that the Company is responsible for filing with the Commission in 
connection with the transactions contemplated herein shall comply as to form in all material respects with 
the applicable requirements of the Securities Act and the Regulations thereunder and the Exchange Act 
and the Regulations thereunder. 

(c) The AEP Companies Information. The information supplied by the AEP Companies for inclu- 
sion or incorporation by reference in the Registration Statement shall not. at the time the Registration 
Statement is declared effective, contain any untrue statement of a material fact or omit to state any 
material fact required to be stated therein or necessary in order to make the statements therein not 
misleading. The information supplied by AEP for inclusion or incorporation by reference in the Joint 
Proxy StatementProspectus shall not, at the date of the mailing of the Joint Proxy StatementProspectus 
(or any supplement thereto), at the time of the AEP Stockholders’ Meeting or the Company Stockholders’ 
Meeting or at the Effective Time, contain any untrue statement of a material fact or omit to state any 
material fact required to be stated therein or necessary in order to make the statements therein, in the light 
of the circumstances under which they are made, not misleading. If at any time prior to the Effective Time 
any event or circumstance relating to AEP or any of its Subsidiaries, or to their respective officers or 
directors, should be discovered by AEP that should be set forth in an amendment to the Registration 
Statement or a supplement to the Joint Proxy StatementProspectus, AEP shall promptly inform the 
Company. All documents that the AEP Companies are responsible for filing with the Commission in 
connection with the transactions contemplated hereby shall comply as to form in all material respects with 
the applicable requirements of the Securities Act and the Regulations thereunder and the Exchange Act 
and the Regulations thereunder. 

SECTION 7.4 Appropriate Action; Consents; Filings. (a) Applications. Each of the Company and 
AEP shall consult with one another, coordinate with respect to, and use all commercially reasonable 
efforts (i) subject to Section 7.19, to take, or to cause to be taken, all appropriate action, and to do, or to 
cause to be done, all things necessary, proper or advisable under applicable Law or otherwise to 
consummate and make effective the transactions contemplated by this Agreement, (ii) to obtain from any 
Governmental Authorities any Permits or Orders required to be obtained by AEP or the Company or any 
of their Subsidiaries in connection with the authorization, execution, delivery and performance of this 
Agreement and the consummation of the transactions contemplated hereby, including the Merger, (iii) to 
make all necessary filings, and thereafter make any other required submissions, with respect to this 
Agreemeat and the Merger required under (A) the Securities Act and the Exchange Act, and any other 
applicable Federal or state securities Laws, (B) the Holding Company Act, (C) the Federal Power Act, 
(D) the Atomic Energy Act, (E) the applicable State Regulatory Acts, (F) the HSR Act and (G) any other 
applicable Law; provided that AEP and the Company shall cooperate with each other in connection with 
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..- r.; . -;- the making of all such filings, including providing copies of all such documents to the nonfiling party and 
its advisors prior to filings and, if requested, shall accept all reasonable additions, deletions or changes 
suggested in connection therewith, and provided further that, except as otherwise expressly provided 
herein, each party shall retain discretion and control over its affairs. The Company and AEP shall furnish 
all information required for any application or other filing to be.made pursuant to any applicable Law or 
any applicable Regulations of any Governmental Authority in connection with the transactions contem- 
plated by this Agreement. 

(b) Repfatory Plans. The Company and AEP have jointly retained Vinson & Elkins L.L.P. and 
Simpson Thacher & Bartlett to assist the parties in developing and implementing a collaborative regulatory 
plan in connection with the transactions contemplated hereby. 

AEP and the Company agree to cooperate and use all commercially reasonable 
efforts to resist or resolve any action including legislative, administrative or judicial action and to have 
vacated or overturned any Order of any Court or Governmental Authority that is in effect and that 
prevents or prohibits the consummation of the Merger or any other transactions contemplated by this 
Agreement; provided, however: that in no event shall either party take, or be required to take, any action 
that could reasonably be expected to have a Material Adverse Effect on AEP, the Company or the 
Combined Companies. Both parties shall consult on a reasonable and frequent basis regarding matters 
relating to the operations of AEP and the Company prior to Closing, provided, that, except as otherwise 
expressly set forth herein, AEP and the Company shall each retain discretion over their own affairs. 

(i) Each of the Company and AEP shall give (or shall cause their 
respective Subsidiaries to give) any notices to third Persons, and use, and cause their respective Subsidiar- 
ies to use, all commercially reasonable efforts to obtain any consents from third Persons (A) necessary, 

required under any contracts, licenses, leases or other agreements in connection with the consummation of 
the transactions contemplated hereby or (C) required to prevent a Material Adverse Effect on the 
Company or AEP from occurring prior to the Effective Time or a Material Adverse Effect on the 
Combined Companies from occurring aFter the Effective Time (the “Third Party Consents”). 

( i i )  If any party shall fail to obtain any consent from a third Person described in subsection 
(d)(i) above, such party shall use all commercially reasonable efforts, and shall take any such actions 
reasonably requested by the other parties, to limit the adverse effect upon the Company and AEP, their 
respective Subsidiaries, and their respective businesses resulting, or which could reasonably be expected to 
result after the Effective Time, from the failure to obtain such consent. 

SECTION 7.5 Afiliates; Pooling; Tu Treatmenr. (a) Afiliares. Each of the Company and AEP 
shall use all commercially reasonable efforts to cause Persons (other than Subsidiaries) who are, or who 
become “affiliates,” as such term is used in Rule 145 under the Securities Act, of the Company or AEP, as 
the case may be, after the date of this Agreement but prior to the date of the Company Stockholders’ 
Meeting or the AEP Stockholders’ Meeting, as the case may be, to execute and deliver a letter agreement 
substantially in the form of Annex B or Annex C hereto, as the case may be, not later than 10 days piior to 
the date of such meeting. 

AEP shall not be required to maintain the effectiveness of the 
Registration Statement for the purpose of resale by stockholders of the Company who may be Affiliates of 
the Company pursuant to Rule 145 under the Securities Act. 

Each party hereto shall use all commercially reasonable efforts to cause the Merger to 
be treated for financial accounting purposes as a Pooling Transaction, and shall not take, and shall use all 
commercially reasonable efforts to prevent any Affiliate of such party from taking, any actions which could 

. :, 
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(c) Cooperation. 

(d) Third Puny Consenrs. 

proper or advisable to consummate the transactions contemplated by this Agreement, (B) otherwise c..: ::! 
. .y  

.i 

, ~ ,  

. :. 
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(d) Tar Reorgankafion. Each party hereto shall use all commercially reasonable efforts to cause the 
Merger to qualify, and shall not take, and shall use all commercially reasonable efforts to prevent any 
Affiliate of such party from taking, any actions which could prevent the Merger from qualifying as a 
reorganization under the provisions of Section 368(a) of the Code. 

SECTION 7.6 Public Announcements. AEP and the Company shall consult with each other before 
issuing any press release or otherwise making any public statements with respect to the Merger or this 
Agreement and shall not issue any such press release or make any such public statement pnor to such 
consultation. 

SECTlON 7.7 NYSE Listing. AEP shall use a11 commercially reasonable efforts to cause the shares 
of AEP Common Stock to be issued in the Merger to be approved for listing (subject to official notice of 
issuance) on the NYSE prior to the Effective Time. 

SECTION 7.8 Company Rights Agreement. The Company shall take all action (including, if neces- 
sary, amending such Rights Agreement) so that the execution, delivery and performance of this Agreement 
and the consummation of the Merger and the other transactions contemplated hereby do not and will not 
result in the grant of any rights to any Person under the Company Rights Agreement or enable or require 
any outstanding rights to be exercised, distributed or triggered. 

SECTION 7.9 Comfon Letters. (a) A E P  Letter AEP shall use all commercially reasonable efforts 
to cause Deloitte & Touche L.L.P. to deliver a letter dated as of the date of mailing of the Joint Proxy 
StatementProspectus, and addressed to AEP and the Company, in form and substance reasonably 
satisfactory to the Company and customary in scope and substance for agreed upon procedures letters 
delivered by independent public accounts in connection with registration statements and proxy statements 
similar to the Joint Proxy StatementProspectus. 

(b) Company Letfez The Company shall use all commercially reasonable efforts to cause Arthur 
Andersen LLP to deliver a letter dated as of the date of mailing of the Joint Proxy StatementProspectus, 
and addressed to the Company and AEP, in form and substance reasonably satisfactory to AEP and 
customary in scope and substance for agreed upon procedures letters delivered by independent public 
accountants in connection with registration statements and proxy statements similar to the Joint Proxy 
StatementProspectus. 

SECTION 7.10 Stock Options; Employee Benefit Plans. (a) Stock-Based Compensation. 

(i) Stock Options. AEP agrees to assume, effective as of the Effective Time, each option to 
purchase shares of Company Common Stock granted under the Company’s 1992 Long-term Incentive 
Plan or Directors’ Compensation Plan (an “Outstanding Option”) (whether or not vested) which 
remains as of such time unexercised in whole or in part and to substitute AEP Common Stock as 
purchasable under such assumed option (“Assumed Option”), with such assumption and substitution 
to be effected as follows: 

(A) The Assumed Option shall not give the optionee additional benefits which he did not 
have under the Outstanding Option before such assumption; 

(B) The number of shares of AEP Common Stock purchasable under any Assumed Option 
shall be equal to the number of whole shares of AEP Common Stock that the holder of the 
Outstanding Option being assumed would have received upon consummation of the Merger had 
such Outstanding Option been exercised in full prior to the Merger; 

(C) The per share option price of the Assumed Option shall be equal to the per share option 
price of the Outstanding Option divided by the Common Stock Exchange Ratio; and 

(D) The Assumed Option shall provide the optionee with the same benefit rights which he 
had under the Outstanding Option before such assumption. Attachinent 1 
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Notwithstanding the foregoing, in the case of any Outstanding Option to which section 421 of the 
Code applies by reason of the qualification under section 422 of the Code, the exercise price, the 
number of shares purchasable pursuant to such option and the terms and conditions of exercise of 
such option shall comply with section 424ta) of the Code. As soon as practicable after the Effective 
Time, AEP shall deliver to the holders of the Outstanding Options appropriate agreements evidencing 
its assumption of such options. 

(ii) Other Stock-Bused Compensation. Effective as of the Effective Time, AEP agrees to assume 
the Company’s 1992 Long-Term Incentive Plan and Director’s Compensation Plan with respect to any 
stock-based compensation (other than the Outstanding Options) payable in the form of Company 
Common Stock as a result of the Merger (“Other Compensation”), and to substitute shares of AEP 
Common Stock with respect to such assumed Other Compensation. The number of shares of AEP 
Common Stock issuable with respect to such Other Compensation shall be equal to the number of 
whole shares of AEP Common Stock that the holder of Other Compensation being assumed would 
have received upon consummation of the Merger had such Other Compensation been paid in full 
prior to the Merger. 

On or prior to the Effective Time, the Company shall take or cause to be taken all such actions, reasonably 
satisfactory to AEP, as may be necessary or desirable in order to authorize the transactions contemplated 
by subsections (i) and (ii) above. Further, AEP shall take all corporate actions necessary to reserve for 
issuance a sufficient number of shares of AEP Common Stock for delivery upon exercise of the Company 
Outstanding Options or issuance of the Company Other Compensation assumed by AEP pursuant to 
subsections (i) and (ii) above. Prior to the Effective Time, AEP shall file one or more registration 
statements on Form S-8 (or any successor or other appropriate forms) with respect to the shares of AEP 
Common Stock issuable in respect to the Assumed Options or Other Compensation and AEP Common 
Stock issuable in respect of the Assumed Options or Other Compensation and AEP shall use its 
commercially reasonable efforts to cause such registration statement to become effective promptly after 
the Effective Time and to maintain the effectiveness of such registration statement (and maintain the 
current status of the prospectus or prospectuses contained herein) for so long as any Assumed Options 
remain outstanding and to comply with applicable state securities and blue sky laws. So long as any holder 
of an Assumed Options shall be subject to the reporting requirements under Section 16(a) of the Exchange 
Act, AEP shall have the Company’s 1992 Long-Term Incentive Plan and Directors’ Compensation Plan to 
be administered in a manner that complies with Rule 16b-3 promulgated under the Exchange Act. 

From and after the Effective Time through July 1, 2002, AEP will 
continue or cause to be continued, without adverse change to any employee or former employee of the 
Company or any of its Subsidiaries, the Company Benefit Plans listed in Section 7.10(b) of the Company’s 
Disclosure Letter, except that (i) any Company Common Stock investment fund offered under a Company 
Benefit Plan will be replaced by an AEP Common Stock investment fund or a traditional investment fund 
as determined by AEP (ii) premiums charged to participants may be increased under medical, dental, life, 
accidental death and dismemberment, and disability insurance plans (except that premiums charged to 
participants who retired from the Company or any of its Subsidiaries prior to 1993 (or survivors of such 
participants) may not be increased), and (iii) changes required by law, including changes required to 
maintain the qualified status of any Company Benefit Plan intended to be qualified under Section 
401(a) of the Code, may be made. After July 1,2002, AEP will provide the employees of the Company and 
its Subsidiaries with benefits that in the aggregate are at least as favorable as the benefits provided to 
similarly situated employees of AEP and its Subsidiaries. If, after July 1, 2002, an AEP Benefit Plan is 
made available to employees of the Company or any of its Subsidiaries, all periods of service with the 
Company and its Subsidiaries will be credited to such employees for all purposes of the AEP Benefit Plan, 
including the accrual of benefits and eligibility to receive benefits for which a specified period of service is 
required under the AEP Benefit Plan. No earlier than July 1, 2002, the Company’s Cash Balance 
Retirement Plan shall be merged into a defined benefit pension plan maintained by AEP or one of its 

(b) Separate Company Plans. 
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Subsidiaries. The retirement benefit for employees of the Company or its Subsidiaries who become 
participants in such merged plan will be determined under the AEP pension plan formula for all years of 
service (including years of service with the Company and its Subsidiaries) but such retirement benefit will 
not be less than the benefit accrued under the Company’s Cash Balance Retirement Plan determined 
immediately, prior to such plan merger plus the benefit determined under the AEP pension plan formula 
for years of service beginning on the date of such plan merger. If employees of the Company or any of its 
Subsidiaries become participants in a health plan maintained by AEP or any of its Subsidiaries, all 
preexisting condition limitations under the AEP health plan for such employees will be waived. In addition, 
if such AEP health plan participation becomes effective as of any date other than the first day of a calendar 
year, such employees will receive credit under the AEP health plan for any co-payments and deductibles 
incurred by such employees in the same calendar year under the Company’s Medical Plan. 

(c) Retiree and Disability Benejits. From and after July 1, 2002, AEP will provide access to retiree 
medical and life insurance coverage for any employee or director of the Company or any of its Subsidiaries 
who retires or becomes disabled prior to July 1,2002 and who was eligible for such coverage under plans of 
the Company and its Subsidiaries in effect on the date of such individual’s retirement. Further, for any such 
employees or directors who retired or became disabled prior to 1993, such coverage shall be continued 
without adverse change to such retired or disables employees or directors. In addition, with respect to any 
such employee who becomes disabled before July 1,2002, so long as such employee continues to satis@ the 
eligibility requirements for disability benefits under the Company’s Disability Income Plan in effect on 
such date AEP will offer such disabled employee medical coverage without charge to such disabled 
employee. 

(d) Certain Nonqualified Arrangements. From and after the Effective Time through July 1, 2002. 
AEP will maintain the Company’s Supplemental Executive Retirement Plan and Executive Deferred 
Compensation Plan without adverse change to any employee participating in the Plan until all benefits 
have been paid in accordance with the terms of the Plan; provided, however, that no deferrals shall be 
permitted under such plan after the Effective Time. If the Company’s Supplemental Executive Retirement 
Plan or Executive Deferred Savings Plan is terminated or otherwise discontinued after July 1, 2002, AEP 
will make available to the class of employees of the Company and its Subsidiaries who were eligible to 
participate in the Company’s Supplemental Executive Retirement Plan or Executive Deferred Savings Plan 
any nonqualified deferred compensation plan or plans it maintains to supplement benefits in the AEP 
Benefit Plans that are qualified plans. In addition, employees of the Company and its Subsidiaries will be 
given credit for service with the Company and its Subsidiaries for all purposes of such supplemental plans, 
and the supplemental plans will assume the obligation of the Supplemental Executive Retirement Plan or 
the Executive Deferred Savings Plan, as applicable, to pay the benefits that have accrued under the 
Supplemental Executive Retirement Plan or the Executive Deferred Savings Plan at the time of such 
termination or discontinuance. 

(e) Memorial Gifts Program. The Company will take all action necessary to terminate the Memorial 
Gifts Program as of the Effective Time; provided, however, that all then-existing commitments under such 
Program will not be adversely affected by such termination and will be honored in accordance with their 
terms. 

( f )  Agreement by AEI! AEP agrees to honor without modification or contest, and agrees to cause 
the Surviving Corporation to honor without modification or contest, and to make required payments when 
due under all Change of Control Agreements and all Retention Agreements, including any modifications 
to such Change of Control Agreements or Retention Agreements permitted by Section 6.2(a). 

(8) The provisions of Sections 7.10(d) and ( f )  are intended to be for the benefit of, and shall be 
enforceable by, each Person entitled to benefits or payments thereunder and the heirs and representatives 
of such Person. 
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SECTION 7.11 Indernn@cution of Directors and W c e r s .  (a) Until six years from the Effective 
Time, the certificate of incorporation and bylaws of the Company as the corporation surviving the Merger 
(in this Section 7.11 called the “Surviving Corporation”) as in effect immediately after the Effective Time 
shall not be amended to reduceor limit-the rights-of indemnity afforded to the present and former 
directors and officers of the Company thereunder or as to the ability of the Company to indemnify such 
persons or to hinder, delay or make more difficult the exercise of such rights of indemnity or the ability to 
indemnify. The Surviving Corporation will at all times exercise the powers granted to it by its certificate of 
incorporation, its bylaws and applicable law to indemnify to the fullest extent possible the present and 
former directors, officers, employees and agents of the Company against claims made against them arising 
from their service in such capacities prior to the Effective Time. 

(b) If any claim or claims shall, subsequent to the Effective Time and within six years thereafter, be 
made against any present or former director, officer, employee or agent of the Company based on or 
arising out of the services of such Person prior to the Effective Time in the capacity of such Persori as a 
director, officer, employee or agent of the Company, the provisions of subsection (a) of this Section 
respecting the certificate of incorporation and bylaws of the Surviving Corporation shall continue in effect 
until the final disposition of all such claims. 

(c) AEP hereby agrees after the Effective Time to guarantee the payment of the Surviving Corpora- 
tion’s indemnification obligations described in Section 7.11(a) up to an amount determined as of the 
Effective Time equal to (i) the fair market value of any assets of the Surviving Corporation or any of its 
Subsidiaries distributed to AEP or any of its Subsidiaries (other than the Surviving Corporation and its 
Subsidiaries), minus (ii) any liabilities of the Surviving Corporation or any of its Subsidiaries assumed by 
AEP or any of its Subsidiaries (other than the Surviving Corporation and its Subsidiaries), minus (iii) the 
fair market value of any assets of AEP or any of its Subsidiaries (other than the Surviving Corporation and 
its Subsidiaries) contributed to the Surviving Corporation or any of its Subsidiaries and (iv) plus any 
liabilities of AEP or any of its Subsidiaries (other than the Surviving Corporation and its Subsidiaries) 
assumed by the Surviving Corporation or any of its Subsidiaries. 

(d) Notwithstanding subsection (a), (b) or (c) of this Section 7.11, AEP and the Surviving Corpora- 
tion shall be released from the obligations imposed by such subsection if AEP shall assume the obligations 
of the Surviving Corporation thereunder by operation of Law or otherwise. Notwithstanding anything to 
the contrary in this Section 7.11, neither AEP nor the Surviving Corporation shall be liable for any 
settlement effected without its written consent, which shall not be unreasonably withheld. 

(e) AEP shall cause to be maintained in effect until six years from the Effective Time the current 
policies of directors’ and officers’ liability insurance maintained by the Company (or substitute policies 
providing at least the same coverage and limits and containing terms and conditions that are not materially 
less advantageous) with respect to claims arising from facts or events which occurred before the Effective 
Time; provided, however; that in no event shall AEP or the Surviving Corporation be required to expend 
more than 200 percent of the greater of (i) current annual premiums and (ii) annual premiums for the year 
in which the Closing occurs paid by the Company for such insurance; provided, furthel; that, if AEP or the 
Surviving Corporation is unable to obtain insurance for any period for 200 percent of the greater of such 
annual premiums, then the obligation of AEP and the Surviving Corporation pursuant hereto shall be to 
obtain the best coverage reasonably available under the circumstances subject to the foregoing limitations 
on premiums. 

( f )  The provisions of this Section 7.11 are intended to be for the benefit of, and shall be enforceable 
by, each Person entitled to indemnification hereunder and the heirs and representatives of such Person. 

(g) AEP shall not permit the Surviving Corporation to merge or consolidate with any other Person 
unless the Surviving Corporation shall ensure that the surviving or resulting entity assumes the obligations 
imposed by subsections (a), (b), (c) and (e) of this Section. 
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SECTION 7.12 Newco. Prior to the Effective Time, Newco shall not conduct any business or make 
any investments other than as specifically contemplated by this Agreement and will not have any assets 
(other than the minimum amount of cash required to be paid to Newco for the valid issuance of its stock to 

From and after the date of this Agreement until the Effective Time, 
each party hereto shall promptly notify the other party hereto of (i) the occurrence or nonoccurrence of 
any event the occurrence or nonoccurrence of which would be likely to cause any condition to the 
obligations of such party to effect the Merger and the other transactions contemplated by this Agreement 
not to be satisfied and (ii) the failure of such party to comply with any covenant or agreement to be 
complied with by it pursuant to this Agreement which would be likely to result in any condition to the 
obligations of such party to effect the Merger and the other transactions contemplated by this Agreement 
not to be satisfied. No delivery of any notice pursuant to this Section 7.13 shall cure any breach of any 
representation or warranty or any failure to comply with any covenant or agreement of such party 
contained in this Agreement or otherwise limit or affect the remedies available hereunder to the party 
receiving such notice. 

At the Effective Time, the Board of Directors of AEP shall be 
expanded to fifteen members and reconstituted to include all then current board members of AEP, the 
Chairman of the Company on the date hereof, and four additional outside directors of the Company to be 
nominated by AEP. 

At and after the Effective Time, the principal corporate offke of the 
Combined Companies shall be located in Columbus, Ohio; and the Combined Companies shall maintain a 
significant presence in the states currently served by the Company. 

Each of the Company and AEP shall, and shall cause its Significant 
Subsidiaries to, discuss with the other any changes in its or its Significant Subsidiaries’ rates or charges 
(other than automatic cost pass-through rate adjustment clauses), standards of service or accounting from 
those in effect on the date hereof and consult with the other prior to making any filing (or any amendment 
thereto), or effecting any agreement, commitment, arrangement or consent with governmental regulators, 
whether written or oral, formal or informal, with respect thereto (provided that except as otherwise 
expressly provided herein each party shall retain discretion and control over its affairs), and except as set 
forth in Section 7.16 of the Company’s Disclosure Letter, no party will make any filing ro change its rates 
or charges, standards of service or accounting that could reasonably be expected to have a Material 
Adverse Effect on the Combined Companies. 

Each of the Company and AEP shall coordinate with 
the other regarding the declaration and payment of any dividends in respect of the Company Common 
Stock and AEP Common Stock and the record dates and the payment dates relating thereto, it being the 
intention of the Company and AEP that holders of the Company Common Stock shall not receive two 
dividends, or fail to receive one dividend, for any single calendar quarter with respect to their shares of 
Company Common Stock and/or any shares of AEP Common Stock that any such holder receives in 
exchange therefor pursuant to the Merger. 

SECI’ION 7.18 Transition-Management. As soon as practicable after the date hereof, the parties 
shall create a special transition management task force (the “Task Force”). The Task Force shall examine 
various alternatives regarding the manner in which to best organize and manage the business of the 
Combined Companies after the Effective Time, subject to applicable Law. 

Each of AEP and the Company agrees that neither it nor 
any of its Subsidiaries nor any of the officers and directors of it or its Subsidiaries shall, and that it shall 
direct and use its best efforts to cause its and its Subsidiaries’ employees, agents and representatives 
(including any investment banker, attorney or accountant retained by it or any of its Subsidiaries) not to, 

AEP). 
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SECTION 7.14 Board ofDirectors. 

SECTION 7.15 Headquurters. 

SECTION 7.16 Rare Matters. 

SECTION 7.17 Coordination of Dividends. 

SECTION 7.19 Acquisition Roposuls. 

Atiachiiient 1 
Page 187 of 215 

KPSC Case No. 99-149 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 4 

1-35 

218 



Attachment 1 
Page 188 of 215 

KPSC Case No. 99-149 ,, 

TC (1st Set) ..! 
-. Order Dated April 22, 1999 

Item No. 4 

directly or indirectly, initiate, solicit, encourage or othenvise facilitate (including by way of furnishing 
information) any inquiries or the making of any proposal or offer with respect to a merger, reorganization, 
share exchange, consolidation, business combination, recapitalization, liquidation, dissolution or similar 
transaction involving, or any purchase or sale of all or any significant portion of the assets or 10% or more 
of the equity securities of, it or any of its Subsidiaries that, in any such case, could reasonably be expected 
to interfere with the completion of the Merger or the other transactions contemplated by this Agreement 
(any such proposal or offer being hereinafter referred to as an ‘Xcquisirion Proposal”). Each of AEP and 
the Company further agrees that neither it nor any of its Subsidiaries nor any of the officers and directors 
of it or its Subsidiaries shall, and that it shall direct and use its best efforts to cause its and its Subsidiaries’ 
employees, agents and representatives (including any investment banker, attorney or accountant retained 
by it or any of its Subsidiaries) not to, directly or indirectly, have any discussion with or provide any 
confidential information or data to any Person relating to an Acquisition Proposal, or engage in any 
negotiations concerning an Acquisition Proposal, or otherwise facilitate any effort or attempt to make or 
implement an Acquisition Proposal or accept an Acquisition Proposal. Notwithstanding the foregoing, the 
Board of Directors of AEP or the Company shall be permitted to (A) to the extent applicable, comply with 
Rule 14e-2(a) promulgated under the Exchange Act with regard to an Acquisition Proposal, (B) in 
response to an unsolicited bona fide written Acquisition Proposal by any Person, recommend such an 
unsolicited bona fide written Acquisition Proposal to its stockholders, or withdraw or modify in any 
adverse manner its approval or recommendation of this Agreement or (C) engage in any discussions or 
negotiations with, or provide any information to, any Person in response to an unsolicited bona fide written 
Acquisition Proposal by any such Person, if and only to the extent that, in any such case as is referred to in 
clause (B) or (C), (i) the Required AEP Vote or the Required Company Vote, as the case may be, shall not c> 
have been obtained, (ii) the Board of Directors of AEP or the Company, as the case may be, concludes in 
good faith that such Acquisition Proposal (x) in the case of clause (B) above would, if consummated, 
constitute a Superior Proposal or (y) in the case of clause (C) above could reasonably be expected to 
constitute a Superior Proposal, (iii) the Board of Directors of AEP or the Company, as the case may be, 
determines in good faith upon the basis of written advice of outside legal counsel that such action is 
necessary for such Board of Directors to act in a manner consistent with its fiduciary duties under 
applicable law, (iv) prior to providing any information or data to any Person in connection with an 
Acquisition Proposal by any such Person, the AEP Board of Directors or the Company Board of Directors, 
as the case may be, receives from such Person an executed confidentiality agreement containing customary 
terms and provisions and (v) prior to providing any information or data to any Person or entering into 
discussions or negotiations with any Person, the Board of Directors of AEP or the Board of Directors of 
the Company, as the case may be, notifies the other party immediately of such inquiries, proposals or offers 
received by, any such information requested from, or any such discussions or negotiations sought to be 
initiated or continued with, any of its representatives indicating, in connection with such notice, the name 
of such Person and the material terms and conditions of any proposals or offers. AEP and the Company 
agree that they will keep the other party informed, on a current basis, of the status and terms of any such 
proposals or offers and the status of any such discussions or negotiations. Each of AEP and the Company 
agrees that it will immediately cease and cause to be terminated any existing activities, discussions or 
negotiations with any parties conducted heretofore with respect to any Acquisition Proposal. Each of AEP 
and the Company agrees that it will take the necessary steps to promptly inform the individuals or entities 
referred to in the first sentence of this Section 7.19 of the obligations undertaken in this Section 7.19. 
Nothing in this Section 7.19 shall (x) permit either AEP or the Company to terminate this Agreement 
(except as specifically provided in Article IX hereof) or (y) affect any other obligation of AEP or the 
Company under this Agreement. 

period of 2 years following the Effective Time, any reductions in workforce in respect of employees of the 
Combined Company and their Subsidiaries shall be made on a fair and equitable basis, in light of the 
circumstances and the objectives to be achieved, giving consideration to previous work history, job 

i 
4 
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experience, and qualifications, without regard to whether employment prior to the Effective Time was with 
the Company or its Subsidiaries or AEP or its Subsidiaries, and any employees whose employment is 
terminated or jobs are eliminated by AEP or any of its Subsidiaries during such period shall be entitled to 
participate on a fair and equitable basis in the job opportunity and employment placement programs 
offered by the Combined Companies or any of their prospective Subsidiaries. Any workforce reductions 
carried out following the Effective Time by the Combined Companies and their Subsidiaries shall be done 
in accordance with all applicable collective bargaining agreements, and all laws and regulations governing 
the employment relationship and termination thereof including, without limitation, the Worker Adjust- 
ment and Retraining Notification Act and regulations promulgated thereunder, and any comparable state 
or local law. As provided generally in Section 10.7, nothing in this Section is intended to confer upon any 
Person (other than the parties hereto), including any current or future employee of AEP or the Company 
or any subsidiary of either of them, any right, benefit or remedy of any nature whatsoever. 

ARTICLE WI 
CLOSING CONDITIONS 

SECTION 8.1 Conditions to Obligations ofEach Pa@. The respective obligations of each party to 
effect the Merger and the other transactions contemplated hereby shall be subject to the satisfaction at or 
prior to the Effective Time of the following conditions, any or all of which may be waived by a party with 
respect to its obligations, in whole or in part, to the extent permitted by applicable Law: 

(a) Effectiveness of the Registration Statement. The Registration Statement shall have been 
declared effective by the Commission under the Securities Act; and no stop order suspending the 
effectiveness of the Registration Statement shall have been issued by the Commission and not 
withdrawn and no proceedings brought by the Commission for that purpose shall be pending. 

(b) Sfockholder Approval. (i) The Company shall have obtained the Required Company Vote in 
connection with the adoption of this Agreement by the stockholders of the Company and (ii) AEP 
shall have obtained the Required AEP Vote in connection with the approval of the Share Issuance and 
the Charter Amendment by the stockholders of AEP. 

(c) No Prohibiting Law, Regulation or Orde,: No Court or Governmental Authority shall. have 
enacted, issued, promulgated, enforced or entered any Law, Regulation or Order (whether temporary, 
preliminary or permanent) that is in effect and that has the effect of making the Merger illegal or 
otherwise prohibiting consummation of the Merger. 

(d) Required Orders. All Orders necessary for the consummation of the Merger and the other 
transactions contemplated hereby shall have been obtained at or prior to the Effective Time and such 
Orders shall have become Final Orders and no Final Orders shall impose terms or conditions or 
qualifications that, individually or in the aggregate, could reasonably be expected to have a Material 
Adverse Effect on the Combined Companies. 

(e) Pooling of Interests. Each of AEP and the Company shall have received a letter of its 
independent public accountants, dated the Closing Date, in form and substance reasonably satisfac- 
tory, in each case, to AEP and the Company, stating that the transactions effected pursuant to this 
Agreement will qualify as a pooling of interests transaction under GAAP and applicable Commission 
Regulations. 

( f )  M S E  Listing. The shares of AEP Common Stock to be issued pursuant to the Merger shall 
have been listed, subject to official notice of issuance, on the NYSE. 

(g) Divestiture Event. There shall not have occurred and remain in effect a Divestiture Event 
with respect to either AEP or the Company. 
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SECIION 8.2 Additional Conditions to Obligations of the A E F  Companks. The obligations of the 
AEP Companies to effect the Merger and the other transactions contemplated hereby shall be subject to 
the satisfaction at or prior to the Effective Time of the following conditions, any or all of which may be 
waived by the AEP Companies, in whole or in part, to the extent permitted by applicable Law: 

(a) Representations and Warranties. Each of the representations and warranties of the Company 
contained in this Agreement that is qualified as to materiality shall be true and correct in all respects 
and each of those that is not so qualified as to materiality shall be true and correct in all material 
respects as of the date of this Agreement and as of the Closing as though made again at and as of the 
Closing (except for representations and warranties that expressly speak only as of a specific date or 
time other than the date hereof or the Closing Date which need only be true and correct as of such 
date), provided, that no representation or warranty of the Company shall be'deemed to be untrue or 
incorrect as a result of the occurrence of a Divestiture Event or any change or effect arising out of or 
resulting from any foreign, federal or state legislative or regulatory action with respect to (i) the 
regulation or deregulation of the electric utility industry in such jurisdiction, or (ii) health or the 
environment, including the conservation or protection of the environment. The AEP Companies shall 
have received a certificate of the Chief Executive Officer and the Chief Financial Officer of the 
Company, dated the Closing Date, to such effect. 

(b) Agreements and Covenants. The Company shall have performed or complied with, in all 
material respects, all agreements and covenants required by this Agreement to be performed or 
complied with by it at or prior to the Closing. The AEP Companies shall have received a certificate of 
the Chief Executive Officer and the Chief Financial Officer of the Company, dated the Closing Date, 
to such effect. 

(c) Tar Opinion. AEP shall have received the opinion dated the Closing Date of Simpson 
Thacher & Bartlett to the effect that (i) the Merger will constitute a reorganization under section 
368(a) of the Code, (ii) the Company, AEP and Newco will each be a party to that reorganization, and 
(iii) no gain or loss will be recognized by the.Cornpany, AEP or Newco by reason of the Merger. In 
rendering their opinion, such counsel may require and rely upon representations, including those 
contained in certificates of officers of the Company, Newco and AEP 

(d) Investment Banker's 'Opinion. AEP shall have received, on or prior to the date of mailing of 
the Joint Proxy Statemenflrospectus to the holders of AEP Common Stock, a written opinion from 
Salomon Smith Barney, dated the date of such mailing, confirming the opinion to which reference is 
made in Section 5.18. 

(e) Company Required Consents. The Company Required Consents shall have been obtained. 
SECTION 8.3 Additional Condirions to obligations of the Company. The obligations of the Company 

to effect the Merger and the other transactions contemplated hereby shall be subject to the satisfaction at 
or prior to the Effective Time of the following conditions, any or all of which may be waived by the 
Company, in whole or in part, to the extent permitted by applicable Law: 

(a) Representations and Wuranties. Each of the representations and warranties of the AEP 
Companies contained in this Agreement that is qualified as to materiality shall be true and correct in 
all respects and each of those that is not so qualified as to materiality shall be true and correct in all 
material respects as of the date of this Agreement and as of the Closing as though made again at and 
as of the Closing (except for representations and warranties that expressly speak only as of a specific 
date or time other than the date hereof or the Closing Date which need only be true and correct as of 
such date), provided, that no representation or warranty of AEP shall be deemed to be untrue or 
incorrect as a result of the Occurrence of a Divestiture Event or any change or effect arising out of or 
resulting from any foreign, federal or sate legislative or regulatory action with respect to (i) the 
regulation or deregulation of the electric utility industry in such jurisdiction, or (ii) health or the 

. 
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environment, including the conservation or protection of the environment. The Company shall have 
received a certificate of the Chief Executive Officer and the Chief Financial Officer of AEP, dated the 
Closing Date to such effect. 
* 

(b) Agreeme& and Covenants. The AEP Companies shall have performed or complied with, in 
all material respects, all agreements and covenants required by this Agreement to be performed or 
complied with by them at or prior to the Closing. The Company shall have received a certificate of the 
Chief Executive Officer and the Chief Financial Officer of AEP, dated the Closing Date, to such 
effect. 

(c) Tar Opinion. The Company shall have received the opinion dated the Closing Date of 
Christy & Viener to the effect that (i) the Merger will constitute a reorganization under section 
368(a) of the Code, (ii) AEP, the Company and Newco will each be a party to that reorganization and 
(iii) no gain or loss will be recognized by the stockholders of the Company upon the receipt of shares 
of AEP Common Stock in exchange for shares of Company Common Stock pursuant to the Merger 
except with respect to any cash received in lieu of fractional interests in shares of AEP Common Stock 
or cash received pursuant to statutory dissenters rights. In rendering their opinion, such counsel may 
require and rely upon representations, including those contained in certificates of officers of the 
Company, Newco and AEP. 

(d) Znveshent Banker’s Opinion. The Company shall have received, on or prior to the date of 
mailing of the Joint Proxy StatementProspectus to the holders of Company Common Stock, a written 
opinion from Morgan Stanley & Co. Incorporated, dated the date of such mailing, confirming the 
opinion to which reference is made in Section 4.18. 

( e )  AEP Required Consents. The AEP Required Consents shall have been obtained. 

ARTICLE IX 
TERMINATION, AMENDMENT AND WAIVER 

This Agreement may be terminated at any time prior to the Effective 
Time, whether before or after receipt of the AEP Required Vote or before or after receipt of the Company 
Required Vote: 

SECTION 9.1 Terntination. 

(a) Mutual Consent. By mutual written consent of AEP and the Company; 

(b) Eminating Company Breach. By AEP, upon two Business Days’ prior written notice to the 
Company, upon a breach of any representation, warranty, covenant or agreement on the part of the 
Company set forth in this Agreement, or if any representation or warranty of the Company shall have 
become untrue, in either case such that the conditions set forth in Section 8.2(a) or Section 
8.2(b) would not be satisfied (a “Terminating Company Breach”); provided that, if such Terminating 
Company Breach is curable by the Company through the exercise of commercially reasonable efforts, 
for so long as the Company continues to exercise such commercially reasonable efforts AEP may not 
terminate this Agreement under this Section 9.10); 

(c) Terminating AEP Breach. By the Company, upon two Business Days’ prior written notice to 
AEP, upon breach of any representation, warranty, covenant or agreement on the part of the AEP 
Companies (or either of them) set forth in this Agreement, or if any representation or warranty of the 
AEP Companies (or either of them) shall have become untrue, in either case such that the conditions 
set forth in Section 8.3(a) or Section 8.3(b) would not be satisfied (a “Terminating AEP Breach”); 
provided that, if such Terminating AEP Breach is curable by the AEP Companies through the exercise 
of their commercially reasonable efforts, for so long as the AEP Companies continue to exercise such 
commercially reasonable efforts the Company may not terminate this Agreement under this Section 
9.l(c); 

222 

1-39 



Attachment 1 
Page 192 of 215 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 4 

(d) Divestiture Event. By either AEP or the Company, upon two Business Days’ prior written 
notice to the other, if there shall be any Divestiture Event; provided that, if such Divestiture Event is 
capable of being vacated, lifted or reversed on or before the Termination Date (as extended pursuant 

‘to Section 9.l(f) hereof) through the exercise of commercially reasonable efforts and for so long as the 
party whose assets are subject to the Divestiture Event continues to exercise such commercially 
reasonable efforts, such party seeking to terminate may not terminate this Agreement under this 
Section 9.l(d). 

(e) Law, Regulation or Order: By either AEP or the Company, upon two Business Days’ prior 
written notice to the other, if there shall be any Law or Regulation issued or adopted or any Order 
which is final and nonappealable preventing the consummation of the Merger, unless the party relying 
on such Law, Regulation or Order as a basis for termination under this Section 9.l(e) has not 
complied with its obligations under Section 7.4; 

( f )  Termination Dare. By either AEP or the Company, by written notice to the other, if the 
Merger shall not have been consummated before December 31, 1999 (“Termination Date”); provided. 
however; that this Agreement may be extended by written notice of either AEP or the Company to a 
date not later than June 30, 2000, if the Merger shall not have been consummated as a result of the 
Company or the AEP Companies having failed by December 31, 1999 to satisfy the conditioris set 
forth in Section 8.l(c) or Section 8.l(d) but all other conditions to the Closing shall be fulfilled; 
provided further, that, the right to terminate the Agreement under this Section 9.l(f) shall not be 
available to any party whose failure to fulfill any obligation under this Agreement has been the cause 
of, or resulted iri, the failure of the Effective Time to occur on or before such date. 

(g) Stockholder Vote. By either AEP or the Company, upon two Business Days’ prior written 
notice to the other, if the transactions contemplated by this Agreement shall fail to receive the 
Required AEP Vote at the AEP Stockholders’ Meeting or if this Agreement shall fail to receive the 
Required Company Vote at the Company Stockholders’ Meeting; 

(h) A€P Fiduciary Out. By AEP, at any time prior to receipt of the Required AEP Vote, upon 
two Business Days’ prior written notice to the Company, if, the Board of Directors of AEP shall 
approve a Superior Proposal; provided, however, that (i) AEP shall have complied with Section 7.19, 
(ii) the Board of Directors of AEP shall have concluded in good faith, after giving effect to all 
concessions which may be offered by the Company pursuant to clause (iv) below, on the basis of the 
advice of its financial advisors and outside counsel, that such proposal is a Superior Proposal, (iii) the 
Board of Directors of AEP shall have concluded in good faith, after receipt of written advice of 
outside counsel, that notwithstanding all concessions which may be offered by the Company in 
negotiations entered into pursuant to clause (iv) below, such action is necessary for the AEP Board of 
Directors to act in a manner consistent with its fiduciary duties under applicable law; and (iv) piior to 
any such termination, AEP shall, and shall cause its respective financial and legal advisors to, 
negotiate with the Company to make such adjustments in the terms and conditions of this Agreement 
as would enable AEP to proceed with the transactions contemplated herein on such adjusted terms; 

(i) Company Fiduciary Out. By the Company, at any time prior to receipt of the Required 
Company Vote, upon two Business Days’ prior written notice to AEF’, if, the Board of Directors of the 
Company shall approve a Superior Proposal; provided, however, that (i) the Company shall have 
complied with Section 7.19, (ii) the Board of Directors of the Company shall have concluded in good 
faith, after giving effect to all concessions which may be offered by AEP pursuant to clause (iv) below, 
on the basis of the advice of its financial advisors and outside counsel, that such proposal is a Superior 
Proposal, (iii) the Board of Directors of the Company shall have concluded in good faith, after receipt 
of the written advice of outside counsel, that notwithstanding all concessions which may be offered by 
AEP in negotiations entered into pursuant to clause (iv) below, such action is necessary for the 
Company Board of Directors to act in a manner consistent with its fiduciary duties under applicable 
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law; and (iv) prior to any such termination, the Company shall, and shall cause its respective financial 
and legal advisors to, negotiate with AEP to make such adjustments in the terms and conditions of this 
Agreement as would enable the Company to proceed with the transactions contemplated herein on 
such adjusted terms; 

6)  AEP Change of Recommendation. By the Company, upon two Business Days’ prior written 
notice to AEP, if the Board of Directors of AEP or any committee thereof (A) shall withdraw or 
modify in any manner adverse to the Company its approvaI or recommendation of the Charter 
Amendment, the Share Issuance, this Agreement or the Merger, (B) shall fail to reaffirm such 
approval or recommendation upon the Company’s request, (C) shall approve or recommend any 
Superior Proposal or (D) shall resolve to take any of the actions specified in clause (A), (B) or (C); 

(k) Company Change of Recommendation. By AEP, upon two Business Days’ prior written notice 
to the Company, if the Board of Directors of the Company or any committee thereof (A) shall 
withdraw or modify in any manner adverse to AEP its approval or recommendation of this Agreement 
or the Merger, (B) shall fail to reaffirm such approval or recommendation upon AEP’s request, 
(C) shall approve or recommend any Superior Proposal or (D) shall resolve to take any of the actions 
specified in clause (A), (B) or (C); or 

(I) Third Party Acquisition. By either AEP or the Company, by written notice to the other party, 
if (A) a third party acquires securities representing greater than 50% of the voting power of the 
outstanding voting securities of such other party or (B) individuals who as of the date hereof 
constitute the board of directors of such other party (together with any new directors whose election 
by such board of directors or whose nomination for election by the stockholders of such party was 
approved by a vote of a majority of the directors of such party then still in office who are either 
directors as of the date hereof or whose election or nomination for election was previously so 
approved) cease for any reason to constitute a majority of the board of directors of such party then in 
office. 

The right of any party hereto to terminate this Agreement pursuant to this Section 9.1 shall remain 
operative and in full force and effect regardless of any investigation made by or on behalf of any party 
hereto, any Person controlling any such party or any of their respective officers, directors, representatives 
or agents, whether prior to or after the execution of this Agreement. 

Except as provided in Section 9.6 and Section 10.1 of this 
Agreement, in the event of the termination of this Agreement pursuant to Section 9.1, this Agreement 
shall forthwith become void, there shall be no liability on the part of the A.EP Companies or the Company 
or any of their respective officers or directors to the other and all rights and obligations of any party hereto 
shall cease, except that nothing herein shall relieve any party from liability for any breach of this 
Agreement. 

This Agreement may be amended by the parties hereto by action taken 
by or on behalf of their respective Boards of Directors at any time prior to the Effective Time; provided, 
howeve5 that, after receipt of either the AEP Required Vote or the Company Required Vote, no 
amendment may be made which would reduce the amount or change the type of consideration into which 
each share of Company Common Stock shall be converted upon consummation of the Merger. This 
Agreement may not be amended except by an instrument in Writing signed by the parties hereto. 

At any time prior to the Effective Time, any party hereto may (a) extend the 
time for the performance of any of the obligations or other acts of the other party hereto, (b) waive any 
inaccuracies in the representations and warranties of the other party contained herein or in any document 
delivered pursuant hereto and (c) waive compliance by the other party with any of the agreements or, to 
the extent legally permissible, conditions contained herein. Any such extension or waiver shall be valid only 

SECTION 9.2 Effect of Termination. 

SECTION 9.3 Amendment. 

SECTION 9.4 Waiver: 
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if set forth in an instrument in writing signed by the ’party or parties to be bound thereby. For purposes of 
this Section 9.4, the AEP Companies shall be deemed to be one party. 

Subject to Section 9.6, all Expenses incurred by 
the parties hereto shall be borne solely and entirely by the party which has incurred such Expenses; 
provided, however; that the share of all Expenses related to printing, filing and mailing the Registration 
Statement and the Joint Proxy StatementProspectus and all Commission and other regulatory filing fees 
incurred in connection with the Registration Statement and the Joint Proxy StatementProspectus allocable 
to the Company and to the AEP Companies as a group shall be 50% each; and provided further that AEP 
may, at its option and subject to Section 7.5(d), pay any Expenses of the Company. 

(a) Damages Payable Upon Emination for 
Breach or Withdrawal of Approval. If this Agreement is terminated pursuant to Section 9.l(h) or (i) 
(fiduciary out), Section 9.l(b) or (c) (breach), Section 9.1(j) or (k) (change of recommendation) or Section 
9.1 (1) (acquisition of voting power or change of board), then the breaching party or party whose board has 
exercised its fiduciary out or changed its recommendation or whose voting stock has been acquired or 
whose board has changed, as the case may be, shall promptly (but not later than five Business Days after 
receipt of notice that the amount is due from the other party) pay to the other party, as liquidated damages 
and expense reimbursement, an amount in cash equal to $20 million (the “Termination Fee”). 

(b) Other Termination Payments. If (i) this Agreement is terminated pursuant to (A) Section 
9.l(f) (expiration date), (B) Section 9.l(h) or (i) (fiduciary out), (C) Section 9.l(g) (failure to obtain 
shareholder approval), (D) Section 9.l(j) or (k) (change of recommendation) or (E) pursuant to 
Section 9.l(b) or (c) (breach); and (ii) at the time of such termination (or in the case of clause 
(i)(C) above, prior to the meeting of such party’s shareholders) there shall have been an Acquisition 
Proposal involving the Company or AEP (as the case may be, the “Target Party”) or any of its 
Affiliates which, at the time of such termination (or such meeting, as the case may be), shall not have 
been (x) rejected by the Target Party and its Board of Directors and (y) withdrawn by the third party; 
and (iii) within eighteen months of any such termination described in clause (i) above, the Target Party 
or any  of its Affiliates becomes a Subsidiary of such offeror or a Subsidiary of an Affiliate of such 
offeror or accepts a written offer or enters into a written agreement to consummate or consummates 
an Acquisition Proposal with such offeror or an Affiliate thereof, then such Target Party (jointly and 
severally with its Affiliates), upon the signing of a definitive agreement relating to such Acquisition 
Proposal, or, if no such agreement is signed, then at the closing (and as a condition to the closing) of 
such Target Party becoming such a subsidiary or of such Acquisition Proposal, shall pay the Company 
or AEP, as the case may be, a termination fee equal to $225 million (the “Topping Fee’’) plus 
Expenses of such party not in excess of $20 million (“Out-of-Pocket Expenses”). If this Agreement is 
terminated by the Company or AEP pursuant to Section 9.1(1) (third party acquisition of voting power 
or change of board), then the Company or AEP, as the case may be, shall pay immediately the 
terminating party the Topping Fee plus Out-of-Pocket Expenses. 

(c) Expenses. The Parties agree that the agreements contained in this Section 9.6 are an integral 
part of the transactions contemplated by this Agreement and constitute liquidated damages and not a 
penalty. If one party fails to promptly pay to the other any fee due hereunder, the defaulting party 
shall pay the costs and expenses (including legal fees and expenses) in connection with any action, 
including the filing of any lawsuit or other legal action, taken to collect payment, together with interest 
on the amount of any unpaid fee at the publicly announced prime rate of Citibank, N.A. from the date 
such fee was required to be paid. 

(d) Limitation of Fees. Notwithstanding anything herein to the contrary, the aggregate amount 
payable to AEP and its Miliates pursuant to Section 9.6(a) and Section 9.6(b) shall not exceed $245 
million and the aggregate amount payable to the Company and its Affiliates pursuant to Section 
9.6(a) and Section 9.6(b) shall not exceed $245 million. 

SECTION 9.5 Fees, fipenses and Other Paymeas. 

SECITON 9.6 Certain Damages, Payments and Expenses. 
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(e) Exclusive Remedy. Subject to the following sentence, the payments required by Sections 
9.6(a) and Section 9.6(b) shall constitute liquidated damages in full and complete satisfaction of, and 
shall be the sole and exclusive remedy for any loss, liability, damage or claim arising out of or in 

.connection with the transactions contemplated by this Agreement, including any termination of this 
Agreement pursuant to Section 9.1. Notwithstanding the foregoing sentence, in the event of payment 
of the Termination Fee pursuant to Section 9.6(a). if (i) this Agreement is terminated by a party as a 
result of a willful breach of representation, warranty, covenant or agreement by the other party, and 
(ii) the Topping Fee is not paid, the nonbreaching party may pursue any remedies available to it at law 
or in equity and shall, in addition to the Termination Fee, be entitled to recover such additional 
amounts as such nonbreaching party may be entitled to receive at law or in equity. 

ARTICLE X 
GENERAL PROVISIONS 

SECTION 10.1 Effectiveness of Representations. Warranties and Agreements. (a) Effect of Investiga- 
. Except as set forth in Section lO.l(b) of this Agreement, the representations, warranties, covenants 
agreements of each party hereto shall remain operative and in full force and effect regardless of any 

investigation made by or on behalf of any other party hereto, any Person controlling any such party or any 
of their officers, directors, representatives or agents whether prior to or after the execution of this 
Agreement. 

(b) Emination. The representations and warranties in this Agreement shall terminate at the 
Effective Time and the representations, warranties, covenants and agreements shall terminate upon 
the termination of this Agreement pursuant to Article IX, except that the covenants and agreements 
set forth in the last sentence of Section 6.3, Sections 9.2, 9.5 and 9.6 and Article X hereof shall survive 
termination of this Agreement. 

SECTION 10.2 Notices. All notices and other communications given or made pursuant hereto 
shall be in writing and shall be deemed to have been duly given upon receipt, if delivered personally, 
mailed by registered or certified mail (postage prepaid, return receipt requested) to the parties a t  the 
following addresses ( or at such other address for a party as shall be specified by like changes of address) or 
sent by electronic transmission to the telecopier number specified below: 

(a) AEP If to any of the AEP Companies, to: 
American Electric Power Service Corporation 
1 Riverside Plaza 
Columbus, Ohio 43215 
Attention: Donald M. Clements, Jr., Executive Vice President 
.Telecopier No.: 614-223-1552 

with a copy to: 
Simpson Thacher & Bartlett 
425 Lexington Avenue 
New York, New York 10017 
Attention: James M. Cotter 
Telecopier No.: (212) 455-2502 

(b) Company. If to the Company, to: 
Central and South West Corporation 
1616 Woodall Rodgers Freeway 
Dallas, Texas 75266-0164 
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Attention: Thomas V. ShocMey, 111, President 
Elecopier No.: (214) 777-1528 

with a copy to: 
Vinson & Elkins L.L.P. 
1001 Fannin 
Houston, Texas 77002-6760 
Attention: William E. Joor 111 
Telecopier No.: (713) 758-2346 
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SECTION 10.3 Headings. The headings contained in this Agreement are for reference purposes only 
and shall not affect in any way the meaning or interpretation of this Agreement. 

SECTION 10.4 Severability. If any term or other provision of this Agreement is invalid, illegal or 
incapable of being enforced by any rule of law or public policy, all other conditions and provisions of this 
Agreement shall nevertheless remain in full force and effect so long as the economic or legal substance of 
the transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon 
such determination that any term or other provision is invalid, illegal or incapable of being enforced, the 
parties hereto shall negotiate in good faith to modify this Agreement so as to effect the original intent of 
the parties as closely as possible in an acceptable manner to the end that transactions contemplated hereby 
are fulfilled to the extent possible. 

This Agreement (together with the Annexes, the Company’s 
Disclosure Letter and AEP’s Disclosure Letter) constitutes the entire agreement of the parties, and 
supersedes all prior agreements and undertakings, both written and oral, among the parties, with respect to 
the subject matter hereof, other than the Confidentiality Agreement which shall remain in full force and 
effect with respect to the subject matter thereof. 

This Agreement shall not be assigned by operation of Law or 
otherwise. 

This Agreement shall be binding upon and inure solely to the 
benefit of each party hereto, and, except for the beneficiaries of the indemnities and covenants contained 
in Sections 7.11,7.10(d) and 7.10(f) herein, nothing in this Agreement, express or implied, is intended to or 
shall confer upon any other Person any right, benefit or remedy of any nature whatsoever under or by 
reason of this Agreement. 

SECTION 10.8 Failure or Indulgence Not Waiver; Remedies Cumulative. No failure or delay on the 
part of any party hereto in the exercise of any right hereunder shall impair such right or be construed to be 
a waiver of, or acquiescence in, any breach of any representation, warranty, covenant or agreement herein, 
nor shall any single or partial exercise of any such right preclude other or further exercise thereof or of any 
other right. All rights and remedies existing under this Agreement are cumulative to, and not exclusive to, 
and not exclusive of, any rights or remedies otherwise available. 

SECTION 10.9 Governing Law. This Agreement shall be governed by, and construed in accor- 
dance with, the Laws of the State of Delaware, regardless of the Laws that might otherwise govern under 
applicable principles of conflicts of law; provided, however; that any matter involving the internal corporate 
affairs of any party hereto shall be governed by the provisions of the state of its incorporation. 

This Agreement may be executed in multiple counterparts, and by 
the different parties hereto in separate counterparts, each of which when executed shall be deemed to be 

SECTION 10.5 Entire Agreement. 

SECTION 10.6 Assignment. 

SECTION 10.7 Parties in Interest. 

SECTION 10.10 Counterparts. 

! an original but all of which taken together shall constitute one and the same agreement. i, 
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IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be executed as of 
the date first written above by their respective officers thereunto duly authorized. 

AMERICAN ELECTRIC POWER COMPANY, 
INC. 

By 1st E. LINN DRAPER, JR. 
E. Linn Draper, Jr. 
Chairman of the Board of Directors. 
President and Chief Executive Oficer 

AUGUSTA ACQUISITION CORPORATION 

By: Is/ DOKALD M. CLEMENTS, JR. 
Donald M. Clernents, Jr. 
President 

CENTRAL AND SOUTH WEST 
CORPORATION 

- By: Is/ E.R. BROOKS 
E.R. Brooks 
Chairman and Chief Execiitive Officer 
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ANNEX A 

SCHEDULE OF DEFINED TERMS 

The following terms when used in the Agreement shall have the meanings set forth below unless the 

“Acquisition Proposal” shall have the meaning ascribed to such term in Section 7.19. 

“Affiliate” shall, with respect to any Person, mean any other Person that controls, is controlled by or is 
under common control with the former. 

“Agreement” shall mean the Agreement and Plan of Merger made and entered into as of Decem- 
ber 21, 1997 among AEP, Newco and the Company, including any amendments thereto and each Annex 
(including this Annex A) and including AEP’s Disclosure Letter and the Company’s Disclosure Letter. 

context shall otherwise require: 

‘‘APCo” shall mean Appalachian Power Company, a Virginia corporation. 

“Atomic Energy Act” shall mean shall mean the Atomic Energy Act of 1954, as amended, arid the 

“AEP” shall mean American Electric Power Company, Inc., a New York corporation, and its 

“AEP Benefit Plans” shall mean Benefit Plans with respect to AEP and its Subsidiaries. 

“AEP Common Stock” shall mean the voting common stock, par value $6.50 per share, of AEP. 

“AEP Companies” shall have the meaning ascribed to such term in the first paragraph of the 
Agreement. 

“AEP Required Consents’’ shall mean any Third Party Consents relating to AEP the failure of which 
to obtain could reasonably be expected to have a Material Adverse Effect on the Combined Companies. 

“REP Stockholders’ Meeting’’ shall have the meaning ascribed to such term in Section 7.1. 

“AEP’s Audited Consolidated Financial Statements” shall mean the condensed balance sheets of AEP 
and its Subsidiaries as of December 31, 1996, 1995 and 1994 and the related condensed statements of 
operations and cash flows for each of the three fiscal years in the three-year period ended December 31, 
1996, together with the notes thereto, all as audited by Deloitte & Touche L.L.P., independent accountants, 
under their report with respect thereto dated February 25, 1997 and included in AEP’s Annual Report on 
Form 10-K for the year ended December 31, 1996 filed with the Commission. 

“AEP’s Consolidated Financial Siatements” shall mean AEP’s Audited Consolidated Financial State- 
ments and AEP’s Unaudited Consolidated Financial Statements. 

Regulations promulgated thereunder. 

successors from time to time. 

“AEP’s Disclosure Letter” shall mean a letter of even date herewith delivered by AEP to the 
Company concurrently with the execution of the Agreement, which, among other things. ha l l  identifj, 
exceptions to AEP’s representations, warranties and covenants contained in this Agreement by specific 
section and subsection references. 

“AEP’s Unaudited Consolidated Financial Statements” shall mean the unaudited condensed balance 
sheet of AEP and its Subsidiaries as of September 30: 1997 and the related condensed statements of 
operations and cash flows for the three-month periods and nine-month periods ended September 30. 1996 
and September 30, 1997, together with the notes thereto, included in AEP’s Quarterly Report on Form 
lo-Q for the quarter ended September 30, 1997 filed with the Commission. 

“Benefit Plans” shall mean, with respect to a specified Person, any employee pension benefit plan 
(whether or not insured), as defined in Section 3(2) of ERISA, any employee welfare benefit plan (whether 
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or not insured) as defined in Section 3(1) of ERISA, any plans that would be employee pension benefit 
plans or employee welfare benefit plans if they were subject to ERISA, such as foreign plans and plans for 
directors, any stock bonus, stock ownership, stock option, stock purchase, stock appreciation rights, 
phantom stock, severance, employment, change-in-control, deferred compensation and any bonus or 
incentive compensation plan, agreement, program or policy (whether qualified or nonqualified, written 
oral), sponsored, maintained or contributed to by the specified Person or any of its Subsidiaries for the 
benefit of any of the present or former directors, officers, employees, agents, consultants or other similar 
representatives providing services to or for the specified Person or any of its Subsidiaries in connection 
with such services or any such plans which have been so sponsored, maintained, or contributed to within six 
years prior to the date of the Agreement; provided, however, that such term shall not include (a) mutine 
employment policies and procedures developed and applied in the ordinary course of business and 
consistent with past practice, including wage, vacation, holiday and sick or other leave policies, (b) workers 
compensation insurance and (c) directors and officers liability insurance. 

“Business Day” means any day other than a day on which banks in the State of Texas or the State of 
New York are authorized or obligated to be closed. 

“Certificate of Merger” shall have the meaning ascribed to such term in Section 2.2. 

“Charter Amendment” shall have the meaning ascribed to such term in Section 5.20. 

“Change of Control Agreements” shall mean the change in control or severance agreements identi- 
fied as such in Section 4.120’) of the Company’s Disclosure Letter. 

“Closing” shall mean a meeting, which shall be held in accordance with Section 3.3, of all Persons 
interested in the transactions contemplated by the Agreement at which all documents deemed necessary by 
the parties to the Agreement to evidence the fulfillment or waiver of all conditions precedent to the 
consummation of the transactions contemplated by the Agreement are executed and delivered. 

“Closing Date” shall mean the date of the Closing as determined pursuant to Section 3.3. 

“Code” shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations 
promulgated thereunder. 

“Combined Companies” shall mean, before the Merger, the AEP Companies (together with all of 
their Subsidiaries) and the Company (together with all of its Subsidiaries) considered as a single business 
enterprise as if the Merger had been consummated immediately prior to the time of consideration, and 
after the Merger shall mean AEP (together with its Subsidiaries). 

”Commission” shall mean the Securities and Exchange Commission, a Governmental Authority of the 
United States Government, and its successors ‘from time to time. 

“Common Stock Exchange Ratio” shall mean 0.60, as adjusted pursuant to the second sentence of 
Section 3.l(a) of the Agreement. 

“Company” shall mean Central and South West Corporation, a Delaware corporation, and its 
successors from time to time. 

“Company Benefit Plans” shall mean Benefit Plans with respect to the Company and its Subsidiaries. 

“Company Common Stock” shall mean the common stock, par value $3.50 per share, of the 
Company. 

“Company Permitted Transactions” shall mean (i) those transactions described in Section 6.1 of the 
Company’s Disclosure Letter and (ii) individual transactions not otherwise permitted by Section 6.2( a) the 
total investment (including debt and equity and other liability acquired or assumed) with respect to which 
does not exceed $50 million per annum or $150 million per annum when aggregated with all other such 
transactions, provided that no transactions entered into in reliance on this clause (ii) shall involve a total 
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investment (including debt and equity and other liability acquired or assumed) in excess of $75 million per 
annum in any one country. 

“Company Required Consents” shall mean any Third Party Consents relating to the Company the 
failure of which to obtain could reasonably be expected to have a Material Adverse Effect on the 
Combined Companies. 

“Company Stockholders’ Meeting” shall have the meaning ascribed to such term in Section 7.2. 

“Company’s Audited Consolidated Financial Statements” shall mean the condensed baIance sheets of 
the Company and its Subsidiaries as of December 31, 1996, 1995 and 1994 and the related condensed and 
combined statements of operations and cash flows for each of the three fiscal years in the three-year period 
ended December 31, 1996, together with the notes thereto, all as audited by Arthur Andersen LLP, 
independent accountants, under their report with respect thereto dated February 28, 1997 and included in 
the Company’s Annual Report on Form 10-K for the year ended December 31, 1996 filed with the 
Commission. 

“Company’s Consolidated Financial Statements” shall mean the Company’s Audited Consolidated 
Financial Statements and the Company’s Unaudited Consolidated Financial Statements. 

“Company’s Disclosure Letter” shall mean a letter of even date herewith delivered by the Company to 
the AEP Companies concurrently with the execution of the Agreement, which, among other things, shall 
identify exceptions to the Company’s representations, warranties and covenants contained in this Agree- 
ment by specific section and subsection references. 

“Company’s Rights Agreement” shall mean that certain Rights Agreement entered into or to be 
entered into between the Company and a rights agent, substantially in the form previously filed with the 
Commission except for any amendments or modifications thereto contemplated in the Agreement. 

“Company’s Unaudited Consolidated Financial Statements” shall mean the unaudited condensed 
balance sheet of the Company and its Subsidiaries as of September 30, 1997 and the related condensed 
statements of operations and cash flows for the three-month periods and nine-month periods ende,d 
September 30, 1996 and September 30, 1997, together with the notes thereto, included in the Company’s 
Quarterly Report on Form 10-Q for the quarter ended September 30, 1997 filed with the Commission. 

“Confidentiality Agreement” shall mean that certain confidentiality agreement between AEP arid the 
Company dated October 17, 1997, as amended. 

“Control” (including the terms “controlled,” “controlled by” and “under common control with”j shall 
mean the possession, directly or indirectly or as trustee or executor, of the power to direct or cause the 
direction of the management or policies of a Person, whether through the ownership of stock or as trustee 
or executor, by contract or credit arrangement or othenvise. 

“Controlled Group” shall mean any organization which is a member of a controlled group of 
organizations within the meaning of Code sections 414(b), (c), (m) or (0). 

“Cook Nuclear Plant” shall mean the Donald C. Cook nuclear plant located in Bridgman, Michigan. 

“Court” shall mean any court or arbitration tribunal of the United States, any foreign country or any 
domestic or foreign state, and any political subdivision thereof, and shall include the European Court of 
Justice. 

“CP&C’ shall mean Central Power and Light Company, a Texas corporation and a Subsidiary of the 
Company. 

“CSPCo” shall mean Columbus Southern Power Company, an Ohio corporation. 
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“Current AEP Benefit Plans” shall mean Benefit Plans that are sponsored, maintained, or contributed 

“Current Company Benefit Plans” shall mean Benefit Plans that are sponsored, maintained, or 

“Delaware Law’’ shall mean the General Corporation Law of the State of Delaware. 

“Divestiture Event” shall mean any LAW, Regulation or Order adopted or issued by a Governmental 
Authority that requires the divestiture of a substantial portion of the generating assets of the Company and 
its Subsidiaries, taken as a whole, or AEP and its Subsidiaries, taken as a whole. 

“Domestic Public Utility Company” shall mean a company that provides electric energy directly to 
retail customers under rates, terms and conditions determined by a State Regulatory Commission; 
provided that no company shall be a Domestic Public Utility Company solely by reason of engaging in 
power marketing or brokering or the wholesale sale of electric energy. 

“Effective Time” shall mean the date and time of the completion of the filing of the Certificate of 
Merger with the Secretary of State of the State of Delaware in accordance with Section 2.2. 

“Environmental Law or Laws” shall mean any and all laws, statutes, ordinances, rules, regulations, or 
orders of any Governmental Authority pertaining to health or the environment currently in effect and 
applicable to a specified Person and its Subsidiaries, including the Clean Air Act, as amended, the 
Comprehensive Environmental, Response, Compensation, and Liability Act of 1980 (“CERCJ-A”), as 
amended, the Federal Water Pollution Control Act, as amended, the Occupational Safety and Health Act 
of 1970, as amended, the Resource Conservation and Recovery Act of 1976 (“RCRA”), as amended, the 
Safe Drinking Water Act, as amended, the Toxic Substances Control Act, as amended, the Hazardous & 
Solid Waste Amendments Act of 1984, as amended, the Superfund Amendments and Reauthorization Act 
of 1986, as amended, the Hazardous Materials Transportation Act, as amended, the Oil Pollution Act of 
1990, as amended (“OPA”), any state or local Laws implementing the foregoing Federal Laws, and all 
other environmental conservation or protection Laws. For purposes of the Agreement, the terms “hazard- 
ous substance” and “release” have the meanings specified in CERCLA; provided, however, that to the 
extent the Laws of the state or locality in which the property is located establish a meaning for ‘‘hazardous 
substance” or “release” that is broader than that specified in either CERCLA or RCR4, such broader 
meaning shall apply, and the term “hazardous substance” shall include all dehydration and treating wastes, 
waste (or spilled) oil, and waste (or spilled) petroleum products, and (to the extent in excess of background 
levels) radioactive material, even if such are specifically exempt from classification as hazardous substances 
pursuant to CERCLA or RCRA or the analogous statutes of any jurisdiction applicable to the specified 
Person or its Subsidiaries or any of their respective properties or assets. 

“ERISA“ shall mean the Employee Retirement Income Security Act of 1974, as amended, and the 
Regulations promulgated thereunder. 

“Equity Securities” shall mean, with respect to a specified Person, any shares of capital stock of, or 
other equity interests in, or any securities that are convertible into or exchangeable for any shares of capital 
stock of, or other equity interests in, or any outstanding options, warrants or rights of any kind to acquire 
any shares of capital stock of, or other equity interests in, such Person. 

“Exchange Act” shall mean the Securities Exchange Act of 1934 and the Regulations promulgated 
thereunder. 

“Exchange Agent” shall mean a bank or trust company having a net worth in excess of $100 million 
designated and appointed to act in the capacities required thereof under Section 3.2. 

to by AEP or any of its Subsidiaries as of the date of the Agreement. 

contributed to by the Company or any of its Subsidiaries as of the date of the Agreement. 
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“Exchange Fund” shall mean the fund of AEP Common Stock and cash in lieu of fractional interests 
and dividends and distributions, if any, with respect to such shares of AEP Common Stock established at 
the Exchange Agent pursuant to Section 3.2. 

. “Expenses” shall mean all reasonable out-of-pocket expenses (including all fees and expenses of 
counsel, accountants, investment bankers, experts and consultants to a party hereto and its affiliates) 
incurred by a party or on its behalf in connection with or related to the authorization, preparation, 
negotiation, execution and performance of the Agreement, the preparation, printing, filing and mailing of 
the Registration Statement, Joint Proxy StatementProspectus, the solicitation of stockholder approvals 
and all other matters related to the consummation of the transactions contemplated hereby. 

“Federal Power Act” shall mean the Federal Power Act, as amended, and-the Regulations promul- 
gated thereunder. 

“FERC” shall mean the Federal Energy Regulatory Commission, a Governmental Authority of the 
United States Government, and its successors from time to time. 

“Final Order” shall mean an Order that has not been reversed, stayed, enjoined, set aside, annulled or 
suspended, with respect to which any waiting period prescribed by Law before the transactions contem- 
plated hereby may be consummated has expired (but without the requirement for expiration of any 
applicable rehearing or appeal period), and as to which all conditions to the consummation of such 
transactions prescribed by Law, Regulation or Order have been satisfied. 

“Foreign Utility Company” shall mean a foreign utility company as defined in section 33(a)(3) of the 
Holding Company Act. 

“ G M ”  shall mean accounting principles generally accepted in the United States consistently 
applied by a specified Person. 

“Governmental Authority” shall mean any governmental or regulatory agency or authority (other 
than a Court but including a stock exchange or other self-regulatory body) of or within the United States, 
any foreign country, or any domestic or foreign state, and any political subdivision thereof, and shall 
include any multinational authority having governmental or quasi-governmental powers. 

“Holding Company Act” shall mean the Public Utility Holding Company Act of 1935, as amended, 
and the Regulations promulgated thereunder. 

“HSR Act” shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and 
the Regulations promulgated thereunder. 

“I&M” shall mean Indiana Michigan Power Company, an Indiana corporation 

“IRS” shall mean the Internal Revenue Service, a Governmental Authority of the United States 

“Joint Proxy Statemenflrospectus” shall have the meaning ascribed to such term in Section 7.3(a). 

“KEPCo” shall mean Kentucky Power Company, a Kentucky corporation. 

“Knowledge” shall mean, with respect to either the Company or AEP, the actual knowledge of any 

“KPC” shall mean Kingsport Power Company, a Virginia corporation. 

“Law” shall mean all laws, statutes, ordinances, rules and regulations of the United States, any foreign 
country, or any domestic or foreign state, and any political subdivision or agency thereof, including all 
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Government, and its successors from time to time. 

executive officer of such party after reasonable inquiry. 

-I 

decisions of Courts having the effect of law in each such jurisdiction. i 
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“Lien” shall mean any mortgage, pledge, security interest, encumbrance, Lien or charge of any kind 
(including any agreement to give any of the foregoing), any conditional sale or other title retention 
agreement, any lease in the nature thereoi or the filing of or agreement to give any financing statement 
under the Uniform Commercial Code of any jurisdiction. 

“Material” shall mean material to the business, condition (financial or otherwise) or results of 
operations or prospects of a specified Person and its subsidiaries, if any, taken as a whole; provided, 
however, that, as used in this definition the word “material” shall have the meaning accorded thereto in 
Section 11 of the Securities Act. 

“Material Contract” shall mean each contract, lease, indenture, agreement, arrangement or under- 
standing to which a specified Person or any of its Subsidiaries is a party or to which any of the assets or 
operations of such specified Person or any of its Subsidiaries is subject that is of a type that would be 
required to be included as an exhibit to a registration statement on Form S-1 pursuant to Paragraph (2), 
(4) or (10) of Item 601(b) of Regulation S-K under the Securities Act if such a registration statement were 
to be filed by such Person under the Securities Act on the date of determination. 

“Material Adverse Effect” shall mean any change or effect that is material and adverse to the 
business, condition (financial or otherwise) or results of operations or prospects of a specified Person and 
its subsidiaries, if any, taken as a whole; provided, however, that, as used in this definition the word 
“material” shall have the meaning accorded thereto in Section 11 of the Securities Act. 

“Merger” shall have the meaning ascribed to such term in Section 2.1 of the Agreement. 

“Newco” shall mean Augusta Acquisition Corporation, a Delaware corporation and a wholly-owned 

“New York Law” shall mean the New York Business Corporation Law. 

“NRC” shall mean the Nuclear Regulatory Commission, a Governmental Authority of the United 

“NYSE” shall mean the New York Stock Exchange, Inc. 

“OPCo” shall mean Ohio Power Company, an Ohio corporation. 

“Operating Company” shall have the meaning ascribed to such term in Section 4.9(b). 

“Order” shall mean any judgment, order or decree of any Court or Governmental Authority, Federal, 
foreign, state or local. Any reference in the Agreement to the “receipt” or “obtaining” of any Order shall 
mean making such declarations, filings or registrations; giving such notices; obtaining such consents or 
approvals; and having such waiting periods expire as are necessary to avoid a violation of Law. 

“Out-of-Pocket Expenses” shall have the meaning ascribed to such term in Section 9.6(b). 

“PBGC” shall mean the Pension Benefit Guaranty Corporation. 

“Permit” shall mean any and all permits, licenses, authorizations, orders, consents, certificates, 
registrations or other approvals granted by any Governmental Authority. Any reference in the Agreement 
to the “receipt” or “obtaining” of any Permit shall mean making such declarations, filings or registrations; 
giving such notices; obtaining such consents or approvals; and having such waiting periods expire as are 
necessary to avoid a violation of Law. 

Subsidiary of AEP formed for the sole purpose of affecting the Merger. 

States Government, and its successors from time to time. 

“Permitted Encumbrances” shall mean the following: 

(1) liens for taxes; assessments and other governmental charges not delinquent or which are 
currently being contested in good faith by appropriate proceedings; provided that, in the latter case, 
the specified Person or one of its Subsidiaries shall have set aside on its books adequate reserves with 
respect thereto; 
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(2) mechanics’ and materialmen’s liens not filed of record and similar charges not delinqu.ent or 
which are filed of record but are being contested in good faith by appropriate proceedings; provided 
that, in the latter case, the specified Person or one of its Subsidiaries shall have set aside on.its books 
adequate reserves with. respect thereto; 

(3) liens in respect of judgments or awards with respect to which the specified Person or one of 
its Subsidiaries shall in good faith currently be prosecuting an appeal or other proceeding for review 
and with respect to which such Person or such Subsidiary shall have secured a stay of execution 
pending such appeal or such proceeding for review; provided that such Person or such Subsidiary shall 
have set aside on its books adequate reserves with respect thereto; 

(4) easements, leases, reservations or other rights of others in, or minor defects and ikegulari- 
ties in title to, property or assets of a specified Person or any of its Subsidiaries; provided tha.t such 
easements, leases, reservations, rights, defects or irregularities do not materially impair the use of such 
property or assets for the purposes for which they are held; and 

(5)  any lien or privilege vested in any lessor, licensor or permittor for rent or other obligations of 
a specified Person or any of its Subsidiaries thereunder so long as the payment of such rent or the 
performance of such obligations is not delinquent. 

“Person” shall mean an individual. partnership, limited liability company, corporation, joint stock 
company, trust, estate, joint venture, association or unincorporated organization, or any other form of 
business or professional entity, but shall not include a Governmental Authority. 

“Pooling Transaction” shall mean a business combination that qualifies for financial accounting 
purposes, as a pooling of interests pursuant to Accounting Principles Board Opinion 16 and the interpreta- (y! 
tions thereof and the Staff Accounting Bulletins of the Commission and the interpretations thereof. 

;y 
“PSO” shall mean Public Service Company of Oklahoma, an Oklahoma corporation. 

“Registration Statement” shall have the meaning ascribed to such term in Section 7.3(a). 

“Regulation” shall mean any rule or regulation of any Governmental Authority having the effect of 

“Representatives” shall have the meaning ascribed to such term in Section 6.3. 

“Reports” shall mean, with respect to a specified Person, all reports, registrations, filings and other 
documents and instruments required to be filed by the specified Person or any ,of its Subsidiaries with any 
Governmental Authority (other than the Commission). 

Law. 

“Required AEP Vote” shall have the meaning ascribed to such term in Section 5.20. 

“Required Company Vote” shall have the meaning ascribed to such term in Section 4.20. 

“Retention Agreements” shall mean the retention agreements described in Section 6.2(a) of the 
Company’s Disclosure Letter. 

“SEC Reports” shall mean (1) all Annual Reports on Form 10-K, (2) all Quarterly Reports on Form 
10-Q, (3) all proxy statements relating to meetings of stockholders (whether annual or special), (4) all 
Current Reports on Form 8-K and ( 5 )  all other reports, schedules, registration statements or other 
documents required to be filed during a specified period by a Person with the Commission pursuant to the 
Securities Act or the Exchange Act. 

“Securities Act” shall mean the Securities Act of 1933, as amended, and the Regulations promulgated 
thereunder. . .. 

“Seeboard” shall mean SEEBOARD plc, a company incorporated in England and a Subsidiary of the f- .c 
Company. 
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“Share Issuance” shall have the meaning ascribed to such term in Section 5.20. 

“Signrficant Subsidiary” shall mean any subsidiary of the Company or AEP, as the case may be, that 
would constitute a Significant Subsidiary of such party within the meaning of Rule 1-02 of Regulation S-X 
of t h e  Commission. 

“South Texas Nuclear Facility” shall mean the South Texas nuclear project located in Bay City, Texas. 

“State Regulatory Commissions” shall mean: the Public Utility Commission of the State of Texas; the 
Public Service Commission of the State of Arkansas; the Corporation Commission of the State of 
Oklahoma; the Public Service Commission of the State of Louisiana; the Indiana Utility Regulatory 
Commission; the Kentucky Public Service Commission; the Michigan Public Service Commission; the Ohio 
Public Utility Commission; the Tennessee Regulatory Commission; the Virginia State Corporation Com- 
mission; and the West Virginia Public Service Commission. 

“State Regulatory Acts” shall mean the utility Laws regulating Domestic Public Utility Companies in 
the States of Arkansas, Oklahoma. Texas, Louisiana, Indiana. Kentucky, Michigan, Ohio, Tennessee. 
Virginia and West Virginia; in each case. as amended, and the Regulations promulgated thereunder. 

A “Subsidiary” of a specified Person shall be any corporation. partnership, limited liability company, 
joint venture or other legal entity of which the specified Person (either alone or through or together with 
any other subsidiary) owns, directly or indirectly, over 50% of the stock or other equity or partnership 
interests the holders of which are generally entitled to vote for the election of the board of directors or 
other governing body of such corporation or other legal entity. 

“Superior Proposal” a bono fide written Acquisition Proposal which the Board of Directors of AEP or 
the Board of Directors of the Company. as the case may be, concludes in good faith (after consultation 
with its financial advisors and legal counsel), taking into account all legal, financial, regulatory and other 
aspects of the proposal and the Person making the proposal. (i) would, if consummated, result in a 
transaction that is more favorable to such party’s stockholders, from a strategic and financial point of view, 
than the transactions contemplated by this Agreement and (ii) is reasonably capable of being completed 
(provided that for purposes of this definition the term Acquisition Proposal shall have the meaning 
assigned to such term in Section 7.19 except that the reference to “10%” in the definition of “Acquisition 
Proposal” shall be deemed to be a reference to “50%” and ‘Acquisition Proposal” shall only be deemed to 
refer to a transaction involving AEP or the Company, as the case may be, or with respect to assets 
(including the shares of any Subsidiary of AEP or the Company) of AEP or the Company, as the case may 
be, and its Subsidiaries, taken as a whole, and not any of its Subsidiaries alone). 

“Surviving Corporation” shall mean the Company as the corporation surviving the Merger. 

“SWEPCO” shall mean Southwestern Electric Power Company, a Delaware corporation and a 

“Target Party” shall have the meaning ascribed to such term in Section 9.6(b). 

“Task Force” shall have the meaning ascribed to such term in Section 7.18. 

“Tax Returns” shall mean all returns, reports or other documents (including information returns) 
required to be filed by or under any Law with any Governmental Authority with respect to Taxes. 

“Taxes” shall mean all taxes, charges, imposts, tariffs, fees, levies or other similar assessments or 
liabilities, including income taxes, ad valorem taxes, excise taxes, withholding taxes, stamp taxes or other 
taxes of or with respect to gross receipts, premiums, real property, personal property, windfall profits, 
sales, use, transfers, licensing, employment, payroll and franchises imposed by or under any Law; and such 
terms shall include any interest, fines, penalties, assessments or additions to tax resulting from, attributable 
to or incurred in connection with any such tax or any contest or dispute thereof. 

Subsidiary of the Company. 
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“Terminated AEP Benefit Plans” shall mean Benefit Plans that were sponsored, maintained, or 
contributed to by AEP or any of its Subsidiaries within six years prior to the date of this Agreement but 
which have been terminated prior to the date of the Agreement. 

‘‘Terminated Company Benefit Plans” shall mean Benefit Pians that were sponsored, maintained, or 
contributed to by the Company or any of its Subsidiaries within six years prior to the date of this 
Agreement but which have been terminated prior to the date of the Agreement. 

“Terminating AEP Breach” shall have the meaning ascribed to such term in subsection 9.l(c) of the 
Agreement. 

“Terminating Company Breach” shall have the meaning ascribed to such term in subsection 9.l(b) of 
the Agreement. 

“Termination Date” shall have the meaning ascribed to such term in Section 9.l(f). 

“Termination Fee” shall have the meaning ascribed to such term in Section 9.6(a). 

“Third Party Consents” shall have the meaning ascribed to such term in Section 7.4(d)(i). 

“Topping Fee” shall have the meaning ascribed to such term in Section 9.6(b). 

“WPC” shall mean Wheeling Power Company, a West Virginia corporation. 

“WTU” shall mean West Texas Utilities Company, a Texas corporation and a Subsidiary of the 
Company. 
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ANNEX B 
[Central and South West Corporation Affiliates] 

AFFILIATE’S AGREEMENT 

Ameiican Electric Power Company, Inc. 
1 Riverside Plaza 
Columbus, Ohio 43215-2373 

Central and South West Corporation 
1616 Woodall Rodgers Freeway 
P.0. Box 660164 
Dallas, Texas 75266-0164 
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Ladies and Gentlemen: 

The undersigned has been advised that, as of the date hereof, the undersigned may be deemed to be 
an “affiliate” of Central and South West Corporation, a Delaware corporation (the “Company”), as that 
term is defined for purposes of paragraphs (c) and (d) of Rule 145 of the Rules and Regulations (the 
“Rules and Regulations”) of the Securities and Exchange Commission (the “SIX”) under the Securities 
Act of 1933, as amended (the “Securities Act”). 

Pursuant to the terms and subject to the conditions of that certain Agreement and Plan of Merger by 
and among American Electric Power Company, Inc., a New York corporation (“AEP”), Augusta Acquisi- 
tion Corporation, a newly formed Delaware corporation and a wholly owned Subsidiary of AEP 
(“Newco”), and the Company dated as of December 21, 1997 (the “Merger Agreement”), providing for, 
among other things, the merger of Newco with and into the Company (the “Merger”), the undersigned will 
be entitled to receive shares of common stock, par value $6.50 per share (“AEP Common Stock”), of AEP 
in exchange for shares of common stock, par value $3.50 per share (“Company Common Stock”), of the 
Company owned by me at the effective time of the Merger (the “Effective Time”) as determined pursuant 
to the Merger Agreement. 

The undersigned understands that the Merger will be treated for financial accounting purposes as a 
“pooling of interests” in accordance with generally accepted accounting principles and that the staff of the 
SEC has issued certain guidelines that should be followed to ensure the application of pooling of interests 
accounting to the transaction. 

In consideration of the agreements contained herein, AEP’s and the Company’s reliance on this letter 
in connection with the consummation of the Merger and for other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, the undersigned hereby represents, warrants 
and agrees that the undersigned has not made and will not make any sale, transfer or other disposition of 
(i) Company Common Stock or AEP Common Stock within the 30 day period prior to the date of the 
consummation of the Merger or (ii) AEP Common Stock received by the undersigned pursuant to the 
Merger or otherwise owned by the undersigned until after such time as financial statements of AEY that 
include at least 30 days of combined operations of the Company and AEP after the Merger shall have been 
publicly reported, unless the undersigned shall have delivered to AEP, prior to any such sale, transfer or 
other disposition, a written opinion from Deloitte & Touche L.L.P., independent public accountants for 
AEP, or a written no-action letter from the accounting staff of the SEC, in either case in form and 
substance reasonably satisfactory to AEP, to the effect that such sale, transfer or other disposition will not 
cause the Merger not to be treated as a “pooling of interests” for financial accounting purposes in 
accordance with generally accepted accounting principles and the rules, regulations and interpretations of 
the SEC and (iii) AEP Common Stock received by the undersigned pursuant to the Merger in violation of 
the Securities Act or the Rules and Regulations. The undersigned has been advised that the offering, sale 
and delivery of the shares of AEP Common Stock pursuant to the Merger will have been registered with 
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the SEC under the Securities Act on a Registration Statement on Form S-4. The undersigned has also been 
advised, however, that since the undersigned may be deemed to be an affiliate of the Company at the time 
the Merger is submitted for a vote of the stockholders-of the Company; AEP Common Stock received by 
the undersigned pursuant to the Merger can be sold by the undersigned only (i) pursuant to an effective 
registration statement under the Securities Act of 1933 (the “Securities Act”), (ii) in conformity with the 
volume and other limitations of Rule 145 promulgated by the SEC under the Securities Act, or (iii) in 
reliance upon an exemption from registration that is available under the Securities Act. 

The undersigned also understands that instructions will be given to the transfer agent for AEP 
Common Stock with respect to AEP Common Stock to be received by the undersigned pursuant to the 
Merger and that there will be placed on the certificates representing such shares of AEP Common Stock, 
or any substitutions therefor, a legend stating in substance as follows: 

”These shares were issued in a transaction to which Rule 145 promulgated under the Securities 
Act of 1933 applies. These shares may only be transferred in accordance with the terms of such 
Rule and an Affiliate’s Agreement between the original holder of such shares and AEP, a copy of 
which agreement is on file at the principal offices of AEP.” 

It is understood and agreed that the legend set forth above shall be removed upon surrender of certificates 
bearing such legend by delivery of substitute certificates without such legend if the undersigned shall have 
delivered to AEP an opinion of counsel, in form and substance reasonably satisfactory to AEP, to the effect 
that (i) the sale or disposition of the shares represented by the surrendered certificates may be effected 
without registration of the offering, sale and delivery of such shares under the Securities Act and (ii) the 
shares to be so transferred may be publicly offered, sold and delivered by the transferee thereof without 
compliance with the registration provisions of the Securities Act. 

By its execution hereof. AEP agrees that it will. as long as the undersigned owns any AJZP Common 
Stock to be received by the undersigned pursuant to the Merger, take all reasonable efforts to make timely 
filings with the SEC of all reports required to be filed by it pursuant to the securities Exchange Act of 
1934, as amended, and will promptly furnish upon written request of the undersigned a written statement 
confirming that such reports have been so timely filed. 

c 
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If you are in agreement with the foregoing, please so indicate by signing below and returning a copy of 
this letter to the undersigned, at which time this letter shall become a binding agreement between us. ' 

ACCEPTED this day 
of , 1998 

AMERICAN ELECTRIC POWER COMPANY, 
INC. 

By: 
Name: 
Title: 

CENTRAL AND SOUTH WEST 
CORPORATION 

By: 
Name: 
Title: 

Very truly yours, 

By: 
Name: 
Title: 
Date: 
Address: 
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AFFILIATE’S AGREEMENT 

American Electric Power Company, Inc. 
1 Riverside Plaza 
Columbus, Ohio 43215-2373 

Central and South West Corporation 
1616 Woodall Rodgers Freeway 
PO. Box 660164 
Dallas, Texas 75266-0164 

Ladies and Gentlemen: 

ANNEX C 
[AEP Affiliates] 
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The undersigned has been advised that, as of the date hereof, the undersigned may be deemed to be 
an “affiliate” of American Electric Power Company, Inc., a New York corporation (“AEP”), as that term is 
defined in the Rules and Regulations (the “Rules and Regulations”) of the Securities and Exchange 
Commission (the “Commission”) under the Securities Act of 1933, as amended (the “Securities Act”). 

The undertakings contained in this Affiliate’s Agreement are being given by the undersigned in 
connection with that certain Agreement and Plan of Merger by and among AEP, Augusta Acquisition 
Corporation, a newly formed Delaware corporation and a wholly owned Subsidiary of AEP (“Newco”), 
and Cypress, a Delaware corporation (the “Company”) dated as of December 21, 1997 (the “Merger 
Agreement”), providing for, among other things, the merger of Newco with and into the Company (the 
“Merger”). 

The undersigned understands that the Merger will be treated for financial accounting purposes as a 
“pooling of interests” in accordance with generally accepted accounting principles and that the staff of the 
SEC has issued certain guidelines that should be followed to ensure the application of pooling of interests 
accounting to the transaction. 

In consideration of the agreements contained herein, AEP’s and the Company’s reliance on this letter 
in connection with the consummation of the Merger and for other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, the undersigned hereby represents, warrants 
and agrees that the undersigned has not made and will not make any sale, transfer or other disposition of 
(i) AEP Common Stock or Company Common Stock within the thirty day period prior to the date of the 
consummation of the Merger or (ii) AEP Common Stock owned by the undersigned until such time as 
financial statements that include at least 30 days of combined operations of the Company and AEP after 
the Merger shall have been publicly reported, unless the undersigned shall have delivered to AEP prior to 
any such sale, transfer or other disposition, a written opinion from Deloitte & Touche L.L.P., independent 
public accountants for AEP, or a.written no-action letter from the accounting staff of the SEC, in either 
case in form and substance reasonably satisfactory to AEP, to the effect that such sale, transfer or other 
disposition will not cause the Merger not to be treated as a “pooling of interests” for financial accounting 
purposes in accordance with generally accepted accounting principles and the rules, regulations and 
interpretations of the SEC. 
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If you are in agreement with the foregoing, please so indicate by signing below and returning a copy of 
this letter to the undersigned, at which time this letter shall become a binding agreement between us. 

Vexy truly yours, 

By: 
Name: 
Title: 
Date: 
Address: 

a 

ACCEPTED this day 
of .  , 1998 

CENTRAL AND SOUTH WEST 
CORPORATION 

By: 
Name: 
Title: 

AMERICAN ELECTRIC POWER COMPANY, 
INC. 

By: 
Name: 
Title: 
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April 16, 1998 

Board of Directors 
American Electric Power Company, Inc. 
1 Riverside Plaza 
Columbus, OH 33215-2373 
Ladies and Gentlemen: 

You have requested our opinion as investment bankers as to the fairness, from a financial point of 
view, to American Electric Power Company, Inc. (the “Company”) of the consideration to be paid by the 
Company in connection with the proposed merger (the “Proposed Merger”) of Augusta Acquisition 
Corporation (“Mergeco”), a wholly owned subsidiary of the Company, with Central and South West 
Corporation (the “Subject Company”), pursuant to the Agreement and Plan of Merger (the “Agree- 
ment”), dated as of December 21, 1997, by and among the Company, Mergeco and the Subject Company. 

As more specifically set forth in the Agreement, and subject to the terms and conditions thereof, 
Mergeco will merge with and into the Subject Company, and each issued and outstanding share of 
common stock, par value $3.50 per share. of the Subject Company (“Subject Company Common Stock”) 
(other than shares held in treasury of the Subject Company) will be converted in the Proposed Merger into 
the right to receive 0.60 of a share of common stock, par value $6.50 per share, of the Company 
(‘Company Common Stock”), subject to adjustment. 

‘4s you are aware, Salomon Smith Barney has acted as financial advisor to the Company in connection 
with the Proposed Merger and will receive a fee for our services, a substantial portion of which is 
contingent upon consummation of the Proposed Merger. Additionally, Salomon Smith Barney or its 
affiliates have previously rendered certain investment banking and financial advisory services to the 
Company and the Subject Company, for which we have received customary compensation. In addition, in 
the ordinary course of business, we may actively trade the debt and equity securities of the Company and 
the Subject Company for our own account and for the accounts of customers and, accordingly, may at any 
time hold a long or short position in such securities. 

In connection with rendering our opinion we have reviewed and analyzed, among other things, the 
following: (i) the Agreement; (ii) certain publicly available infomation concerning the Company, including 
the Annual Reports on Form 10-K of the Company for each of the years in the four year period ended 
December 31, 1997 and the Quarterly Reports on Form 10-Q of the Company for the quarters ended 
March 31, June 30 and September 30, 1997, respectively; (iii) certain other internal information, primarily 
financial in nature, including projections, concerning the business and operations of the Company 
furnished to us by the Company for purposes of our analysis; (iv) certain publicly available information 
concerning the trading of, and the trading market for, the Company Common Stock; (v) certain publicly 
available information concerning the Subject Company, including the Annual Reports on Form 10-K of the 
Subject Company for each of the years in the four year period ended December 31,1997 and the Quarterly 
Reports on Form 10-Q of the Subject Company for the quarters ended March 31, June 30 and September 
30, 1997, respectively; (vi) certain other internal information, primarily financial in nature, including 
projections, concerning the business and operations of the Subject Company furnished to us by the Subject 
Company and the Corn any for purposes of our analysis; (vii) certain publicly available information 
concerning the trading of and the trading market for, the Subject Company Common Stock; (viii) certain 
internal information concerning the prospects of the combined operations of the Company and the Subject 
Company furnished to us by the Company for purposes of our analysis; (ix) certain ublicly available 

Company or the Company and the trading markets for certain of such other companies’ securities; and (x) 
information with respect to certain other companies that we believe to be comparab P e to the Subject { ‘-- 
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certain publicly available information concernin the nature and terms of certain other transactions that 

analyses, investigations and financial, economic and market criteria that we deemed relevant. We have also 
met with certain officers and employees of the Subject Company and Company, to discuss the foregoing, as 
well as other matters we believe relevant to our inquiry. 

In our review and analysis and in aniving at our opinion we have assumed and relied upon the 
accuracy and completeness of all of the financial and other information provided us or ublicly available 
and have neither attempted independently to verify nor assumed responsibility for ve&ng any of such 
information. We have not conducted a physical inspection of any of the properties or facilities of the 
Subject Company or the Company, nor have we made or obtained or assumed any res onsibility for 

respect to projections, we have assumed that they have been reasonably prepared on bases reflecting the 
best currently available estimates and judgments of the managements of the Subject Company and the 
Company as to the future financial performance of the Subject Company and the Company and we express 
no Mew with respect to such projections or the assumptions on which they were based. We have also 
assumed that the conditions precedent to the Pro sed Merger in the A reement will be satisfied and the 

In conducting our analysis and arriving at our opinion as expressed herein, we have considered such 
financial and other factors as we have deemed appropriate under the circumstances including, among 
others, the following: (i) the historical and current financial position and results of operations of the 
Subject Company and the Company; (ii) the business pros ects of the Subject Company and the Company; 
m) the historical and current market for the Company 6 ommon Stock, the Subject Company Common s" tock and for the equity securities of certain other companies that we believe to be comparable to the 

Subject Company or the Company; and (iv) the nature and terms of certain other acquisition transactions 
that we believe to be relevant. We have also taken into account our assessment of general economic, 
market and financial conditions as well as our experience in connection with similar transactions and 
securities valuation generally. Our opinion necessarily is based upon conditions as they exist and can be 
evaluated on the date hereof and we assume no responsibility to update or revise our opinion based upon 
circumstances or events occurring after the date hereof. Our opinion as expressed below does not 
constitute an opinion or imply any conclusion as to the likely trading range for the Company Common 
Stock following consummation of the Proposed Merger. Our opinion is, in any event, limited to the 
fairness, from a financial point of view, of the consideration to be paid by the Company in the Proposed 
Merger and does not address the Company's underlying business decision to effect the Proposed Merger 
or constitute a recommendation of the Proposed Merger to the Company or a recommendation to any 
holder of Company Common Stock as to how such holder should vote with respect to the Proposed 
Merger. 

This opinion is intended for the benefit and use of the Company (including its management and 
directors) in considering the transaction to which it relates and may not be used by the Company for any 
other purpose or reproduced, disseminated, quoted or referred to by the Company at any time, in any 
manner or for any purpose, without the rior written consent of Salomon Smith Barney, except that this 

relationship with the Company (in each case in such form as Salomon Smith Barney shall approve) may be 
included in, the proxy statement the Company distributes to holders of Company Common Stock in 
connection with the Proposed Merger and in the registration statement on Form S-4 filed by the Company 
of which such proxy statement forms a part. 

Based upon and subject to the foregoing, we are of the opinion as investment bankers that the 
consideration to be paid by the Company in the Proposed Merger is fair, from a financial point of view, to 
the Company. 

we consider relevant to our inquiry. We have a 'i so considered such other information, financial studies, 

making or obtaining any independent evaluations or appraisals of any of such properties or P acilities. With 

Proposed Merger will be consummated in a m r  8" ance with the terms o f the Agreement. 

opinion may be reproduced in full in, an s references to the opinion and to Salomon Smith Barney and its 

Very truly yours, 

SALOMON SMITH BARNEY 

. .  . .  . -.  .. . 
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Annex III 
MORGAN STANLEY 

Board of Directors 
Central and South West Corporation 
1616 Woodall Rodgers Freeway 
Dallas, TX 75266-0164 

April 16, 1998 

. .. 

Members of the Board 
We understand that Central and South West Corporation (“CSW” or the “Company”), American 

Electric Power Company, Inc. (“AEP”) and Newco. :I wholly owned subsidiary of AEP, (“Newco”), have 
entered into an Agreement and Plan of Merger d i l l 4  as of December 21, 1997 (the “Merger Agree- 
ment”), which provides, among other things, for thc lllcrger (the “Merger”) of Newco with and into CSW. 
Pursuant to the Merger, CSW will become a wholly owned subsidiary of AEP and each outstanding share 
of common stock, par value $3.50 per share (the “CoI1Ipany Common Stock”) of CSW, other than shares 
held in treasury or held by AEP or any affiliate 01’ AEP or as to which dissenters’ rights have been 
perfected, will be converted into the right to receive 0.00 shares (the “Exchange Ratio”) of common stock 
par value $6.50 per share of AEP (the ‘ ‘mp  ~ommoi i  Stock”). The terms and conditions of the Merger 
are more fully set forth in the Merger Agreement. 

You have asked for our opinion as to whether tlrc Exchange Ratio pursuant to the Merger Agreement 
is fair from a financial point of view to holders of s h r e s  of the Company Common Stock. 

For purposes of the opinion set forth herein, wc Iiave; 
(i) reviewed certain publicly available finm\cial statements and other information of the Com- 

pany and AEP; 
(ii) reviewed certain internal financial st:1lcments and other financial and operating data con- 

cerning the Company and AEP prepared by tllcir respective managements; 
(iii) analyzed certain financial projections prcpared by the managements of the Company and 

AEP, respectively; 
(iv) discussed the past and current 0per;Ilions and finazdal condition and the prospects of the 

Company and AEP with senior executives Of tllc Company x d  AEP, respectively; 
(v) reviewed the reported prices and traJiiig activity fci h e  Company Common Stock and AEP 

Common Stock; 
(vi) discussed certain regulatory issues rcl:iliiig to the ;::posed Merger with senior executives of 

the Company and AEP; 
(vii) compared the financial performance 0 1  the C r ~ y y  an AEP and the prices and trading 

activity of the Company Common Stock a l i t l  AEP Ci=on Stock with that of certain other 
comparable publicly-traded companies and thcir securiris: 

(viii) reviewed the financial terms, to the cslcnt pubX7 gailable, of certain comparable merger 
and acquisition transactions; 

(ix) reviewed the pro forma impact of tlic M e r g  JI AEP’s earnings per share, cash flow, 
consolidated capitalization and financial ratios; 

. .  
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