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VERIFICATION

The undersigned, Marc D. Reitter, being duly sworn, deposes and says he is the Manager,
Corporate Finance for American Electric Power Service Corporation and that he has
personal knowledge of the matters set forth in the forgoing responses and the information
contained therein is true and correct to the best of his information, knowledge and belief.
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STATE OF OHIO )
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Subscribed and sworn to before me, a Notary Public in and before said County
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VERIFICATION

The undersigned, Ranie K. Wohnhas, being duly sworn, deposes and says he is the
Managing Director Regulatory and Finance for Kentucky Power, that he has personal
knowledge of the matters set forth in the forgoing responses for which he is the identified
witness and that the information contained therein is true and correct to the best of his

information, knowledge, and belief

Ranie K. Wohnhas
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Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Ranie K. Wohnhas, this the 27 day of January 2014,
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Kentucky Power Company

REQUEST

With reference to the proposed refunding of liabilities assumed in association with the
Mitchell Transfer, please provide copies of any and all:

a. DPresentations made by Kentucky Power Company to any financial institutions and/or
investment firms and/or banks regarding the transaction; and

b.  Presentations made by any financial institutions and/or investment firms and/or
banks to Kentucky Power Company.

RESPONSE

a. There have been no presentations made by Kentucky Power Company to any
financial institutions, investment firms, or banks regarding the proposed refunding of
debt liabilities assumed in association with the Mitchell Transfer.

b. There have been no presentations made by financial institutions, investment firms, or

banks to Kentucky Power regarding the proposed refunding of debt liabilities
assumed in association with the Mitchell Transfer.

WITNESS: Marc D Reitter
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Item No. 2
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Kentucky Power Company

REQUEST

With reference to the proposed refunding of liabilities assumed in association with the
Mitchell Transfer, please provide copies of the following:

a. Any and all presentations made to the Board of Directors of Kentucky Power
Company regarding the refunding; and

b. The mminutes of any and all meetings of the Board of Directors of Kentucky Power
Company in which the refunding was discussed.

RESPONSE

a. Attached as AG 1-2 Attachment 1 and AG 1-2 Attachment 2 are the Kentucky
Power Company Board of Directors financing resolution (Attachment 1) that
included the $200M for refunding the Mitchell debt and $65M pollution control
bond associated with the Mitchell Plant asset along with a summary slide that
accompanied the Board resolution (Attachment 2).

b. See AG 1-2 Attachment 1.

WITNESS: Marc D. Reitter/Ranie K. Wohnhas
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KENTUCKY POWER COMPANY

Board of Directors
December 18, 2013

The Chairman outlined a proposed financing program through December 31,
2015 of the Company involving the issuance and sale, either at competitive bidding, through a
negotiated public offering with one or more agents or underwriters or through private
placement, of up to (i) $400,000,000 (or its equivalent in another currency or composite
currency) aggregate principal amount of debt securities comprised of unsecured promissory
notes in one or more new series, each series to have a maturity of not more than sixty years
(“Debt Securities”). The Debt Securities may be issued in the form of Senior or Sutbordinated
Notes or other promissory notes. The Chairman stated that, as an alternative to issuing Debt
Securities, the Company may issue one or more unsecured promissory notes (“AEP Notes™) to
American Electric Power Company, Inc. (“AEP”) in an aggregate principal amount of up to
$400,000,000. AEP Notes would be issued in compliance with the order(s) of the Kentucky
Public Service Commission.

The Chairman stated that, as an alternative to issuing Debt Securities or AEP
Notes, the Company might enter into one or more term loan agreements or note purchase
agreements with one or more commercial banks, financial institutions or other institutional
investors, providing for the issuance of unsecured notes with a maturity in excess of nine
months in an aggregate principal amount of up to $400,000,000 (“Term Notes™).

The Chairman stated that the aggrepate amount of Debt Securities, AEP Notes
or Term Notes issued will not exceed $400,000,000.

The Chairman explained that it was proposed that the proceeds to be received in
connection with the proposed sale of Debt Securities, AEP Notes and Term Notes would be
added to the general funds of the Company and used to pay at maturity, or prepay as may be
appropriate and as may then be desirable, or purchase directly or indirectly currently
outstanding debt or to reimburse the Company’s treasury for expenditures incurred in
connection with its construction program or for other corporate purposes.

Thereupon, on motion duly made and seconded, it was unanimously

RESOLVED, that the proposed financing program of this Company,
as outlined at this meeting, be, and the same hereby is, in all respects
ratified, confirmed and approved; and further

RESOLVED, that the proper persons be, and they hereby are,
authorized to take all steps necessary, or in their opinion desirable, to carry
out the financing program outlined at this meeting.

The Chairman informed the meeting that the Company has filed an application

AEP Legal 900260.2
12/13/2013 14 2322
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to the Kentucky Public Service Commission seeking authorization for the issuance of
$200,000,000 of Debt Securities, Term Notes and AEP Notes through December 31, 2015,
The Chairman stated that the Company the also intended to file an additional application to the
Kentucky Public Service Commission seeking authorization for the issuance of an additional
$200,000,000 of Debt Securities, Term Notes and AEP Notes through December 31, 2015.
The Chairman also stated that it may be necessary to register or qualify the securities to be sold
pursuant to such financing program under the "blue sky” laws of various jurisdictions,

Thereupon, on motion duly made and seconded, it was unanimously

RESOLVED, in connection with the proposed financing program
approved at this meeting, the actions of the proper officers of this Company
in executing and filing a petition with the Kentucky Public Service
Commission seeking authorization for the issuance of $200,000,000 of Debt
Securities, Term Notes and AEP Notes through December 31, 2015 are
hereby ratified, authorized and approved; and further

RESOLVED, that the Authorized Persons and Secretary or an
Assistant Secretary of the Company be, and they hereby are, authorized and
directed to execute and file in connection with the proposed financing
program approved at this meeting, an additional petition with the Kentucky
Public Service Commission seeking authorization for the 1ssuance of an
additional $200,000,000 of Debt Securities, Term Notes and AEP Notes
through December 31, 2015; and further

RESOLVED, that it is desirable and in the best interest of the
Company that the Debt Securities be qualified or registered for sale in
various jurisdictions; that (i} the President, the Chief Financial Officer, the
Treasurer or any Assistant Treasurer of the Company or (if) any Executive
Vice President of American Electric Power Service Corporation
(“Authorized Persons”) be, and they hereby are, authorized to determine the
jurisdictions in which appropriate action shall be taken to qualify or register
for sale all or such part of the Debt Securities of the Company as said
Authorized Persons may deem advisable; that said Authorized Persons are
hereby authorized to perform on behalf of the Company any and alt such
acts as they may deem necessary or advisable in order to comply with the
applicable laws of any such jurisdictions, and in connection therewith to
execute and file all requisite papers and documents, including, but not
limited to, applications, reports, surety bonds, irrevoeable consents and
appointments of attorneys for service of process; and the execution by such
Authorized Persons of any such paper or document or the doing by them of
any act in connection with the foregoing matters shall conclusively establish
their authority therefor from the Company and the approval and ratification

AEP Legal 900260.2
12/13/2013 1423 22
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by the Company of the papers and documents so executed and the action so
taken; and further

RESOLVED, that the Authorized Persons be, and they hereby are,
authorized and directed to take any and all further action in connection
therewith, including the execution and filing of such amendment or
amendments, supplement or supplements and exhibit or exhibits thereto as
they may deem necessary or desirable.

The Chairman stated that it may be desirable to enter into one or more hedge
agreements, such as a forward starting swap, treasury lock agreement, treasury put option or
interest rate collar agreement (“Hedge Agreement”) to protect against future interest rate
movements in connection with the issuance of the Debt Securities. He recommended that the
Board authorize the appropriate persons to enter into one or more Hedge Agreements, provided
that the amount covered by any Hedge Agreement is consistent with the approved AEP Interest
Rate Risk Policy and any applicable regulatory orders.

Thereupon, it was, on motion duly made and seconded, unanimously

RESOLVED, that the Authorized Persons (as previously defined)
be, and each of them hereby is, authorized to execute and deliver in the
name and on behalf of this Company, one or more Hedge Agreements in
stuch form as shall be approved by the Authorized Person executing the
same, such execution to be conclusive evidence of such approval, provided
that the amount covered by any such Hedge Agreement is consistent with
the AEP Interest Rate Risk Policy and any applicable regulatory orders; and
further

RESOLVED, that the Authorized Persons be, and they hereby are,
authorized to execute and deliver such other documents and instruments,
and to do such other acts and things, that in their judgment may be
necessary or desirable in connection with the transactions authorized in the
foregoing resolutions.

The Chairman stated that it may be desirable to enter into one or more interest
rate management agreements, such as interest rate swaps, caps, collars, floors, options or
hedging products such as forwards or futures, or similar products (“Interest Rate Management
Agreements™), in each case to manage and minimize interest costs. The transactions will be for
a fixed period and a stated principal amount and may be for underlying fixed or variable
obligations of the Company. He recommended that the Board authorize the appropriate
persons to enter into one or more Interest Rate Management Agreements, provided that any
such Interest Rate Management Agreement shall conform to the approved AEP Intcrest Rate
Risk Policy and any conditions that may be imposcd by any regulatory body.

AEP Lega! 900260.2
12/123/2013 14:23:22
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Thereupon, it was, on motion duly made and seconded, unanimously

RESOLVED, that the Authorized Persons (as previously defined) be,
and each of them hereby is, authorized to execute and deliver in the name and on
behalf of this Company, one or more Interest Rate Management Agreements in
such form as shall be approved by the Authorized Person executing the same,
such execution to be conclusive evidence of such approval provided that any
such Interest Rate Management Agreement shall conform to the approved AEP
Interest Rate Risk Policy and any conditions that may be imposed by any
regulatory body; and further

RESOLVED, that the Authorized Persons be, and they hereby are,
authorized to execute and deliver such other documents and instruments, and to
do such other acts and things, that in their judgment may be necessary or
desirable in connection with the transactions authorized in the foregoing
resolutions.

The Chairman noted that the Company may issue and sell unsecured notes
(“Notes™), which may include a put option or call option or both, pursuant to an Underwriting
Agreement or other agreement. The Chairman then stated to the meeting that, in order to
enable the Company to perform its obligations under the Underwriting Agreement or other
agreement approved at this meeting providing for the sale of up to $400,000,000 aggregate
principal amount of the Notes, it was necessary that the Board authorize the execution and
delivery of one or more Company Orders or Supplemental Indentures to the Indenture dated
September 1, 1997 between the Company and Deutsche Bank Trust Company Americas,
successor to Bankers Trust Company, in such form as shall be approved by the person
executing the same, such execution to be conclusive evidence of such approval. Alternatively,
the Notes may be issued under a new indenture as may be supplemented and amended by one
or more Company Orders or Supplemental Indentures or equivalent documentation. The terms
of each series of Notes will be established under a Company Order or a Supplemental
Indenture. The interest rate, maturity and certain other terms have not yet been determined.
The Chairman recommended that the Board authorize the appropriate persons to determine the
financial terms and conditions of the Notes, including without limitation, (i) the principal
amount of the Notes to be sold in each offering, (ii) the interest or method of determining the
interest on the Notes, (iii) the maturity (which shall not exceed 60 years from the date of
issuance) and redemption provisions of the Notes and (iv) such other terms and conditions as
are contemplated or permitted by the Indenture, 2 new indenture, a Company Order or a
Supplemental Indenture. Any fixed interest rate applicable to the Notes would not exceed by
more than 500 basis points the yield to maturity at the date of pricing on United States Treasury
obligations of comparable maturity. Any initial fluctuating interest rate applicable to the Notes
would not exceed 8%.

AEP Legal 900260 2
12/13/2013 142322
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Thereupon, it was, on motion duly made and seconded, unanimously

RESOLVED, that the Authorized Persons {as previously defined)
and the Secretary or an Assistant Secretary of the Company be, and they
hereby are, authorized to create up to $400,000,000 aggregate principal
amount of Notes to be issued under the Indenture or a new indenture and
one or more Supplemental Indentures or Company Orders or equivalent
documentation, in such form as shall be approved by the Authorized
Persons and the Secretary or an Assistant Secretary of the Company
executing the same, such execution to be conclusive evidence of such
approval and with such financial terms and conditions as determined by
the Authorized Persons and the Secretary or an Assistant Secretary of the
Company, pursuant to the Indenture or a new indenture and one or more
Supplemental Indentures or Company Orders or equivalent
documentation, and with either a fixed rate of interest which shall not
exceed by more than 500 basis points the yield to maturity at the date of
pricing on United States Treasury obligations of comparable maturity or
at an initial fluctuating rate of interest which at the time of pricing would
not exceed 8%, or at a combination of such described fixed or fluctuating
rates, and to specify the maturity, redemption or tender provisions and
other terms, at the time of issuance thereof with the maturity not to
exceed 60 years; and further

RESOLVED, that the Authorized Persons and the Secretary or an
Assistant Secretary of the Company be, and they hereby are, authorized
and directed to execute and deliver, on behalf of this Company, one or
more Supplemental Indentures or Company Orders, specifying the
designation, terms, redemption provisions and other provisions of the
Notes and providing for the creation of each series of Notes, each such
instrument to be substantially in the form as shall be approved by the
Authorized Person and the Secretary or an Assistant Secretary of the
Company executing the same, such execution to be conclusive evidence
of such approval, that the trustee under the Indenture or a new indenture
is hereby requested to join in the execution of any Supplemental
Indenture or Company Order, as trustee; and further

RESOLVED, that the Authorized Persons and the Secretary or an
Assistant Secretary of the Company be, and they hereby are, authorized
and directed to execute and deliver, on behalf of this Company, to the
extent not determined in a Supplemental Indenture or Company Order, a
certificate requesting the authentication and delivery of any such Notes
and establishing the terms of any tranche of such series or specitying
procedures for doing so in accordance with the procedures established in

AEP Legal 900260 2
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the Indenture or any new indenture; and further

RESOLVED, that the Authorized Persons and the Secretary or an
Assistant Secretary of this Company be, and they hereby are, authorized
and directed to execute in accordance with the provisions of the
Indenture or any new indenture (the signatures of such Authorized
Persons to be effected either manually or by facsimile, in which case
such facsimile is hereby adopted as the signature of such Authorized
Persons and the Secretary or an Assistant Secretary of the Company
thereon), and to deliver to the trustee under the Indenture, or any
assignee or successor thereto, or another trustee under a new indenture,
the Notes in the aggregate principal amount of up to $400,000,000 as
definitive fully registered bonds without coupons in such denominations
as may be permitted under the Indenture; and further

RESOLVED, that if any Authorized Person or the Secretary or itn
Assistant Secretary of this Company who signs, or whose facsimile
signature appears upon, any of the Notes ceases to be such an Authorized
Person or Secretary or an Assistant Secretary of the Company prior to
their issuance, the Notes so signed or bearing such facsimile signature
shall nevertheless be valid; and further

RESOLVED, that, subject as aforesaid, Deutsche Bank Trust
Company Americas, as such Trustee, or any assignee or successor
thereto or another trustee under a new indenture, be, and it hereby is,
requested to authenticate, by the manual signature of an authorized
officer of such trusiee, the Notes and to deliver the same from time to
time in accordance with the written order of this Company by the
Authorized Persons and the Secretary or an Assistant Secretary of the
Company; and further

RESOLVED, that Thomas G. Berkemeyer of Hilliard, Ohio,
David C. House of Lewis Center, Ohio, and William E. Johnson of
Gahanna, Ohio, attorneys and employees of American Electric Power
Service Corporation, an affiliate of this Company, be, and each of them
hereby is, appointed Counsel to render any Opirion of Counsel required
by the Indenture or any new indenture in connection with the
authentication and delivery of the Notes; and further

RESOLVED, that the office of Deutsche Bank Trust Company
Americas, in the Borough of Manhattan, The City of New York, or such
other office of any assignee or successor thereto or another trustee under
a new indenture as may be designated by the Company be, and it hereby

AEP Legal 900260.2
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is, designated as the office or agency of this Company, in accordance
with the Indenture or any new indenture, for the payment of the principal
of and the interest on the Notes, for the registration, transfer and
exchange of Notes and for notices or demands to be served on the
Company with respect to the Notes; and further

RESOLVED, that said Deutsche Bank Trust Company Americas
be, and it hereby is, appointed the withholding agent and attorney of this
Company for the purpose of withhe!ding any and all taxes required to be
withheld by the Company under the Federal revenue acts from time to
time in force and the Treasury Department regulations pertaining thereto,
from interest paid from time to time on the Notes, and is hereby
authorized and directed to make any and all payments and reports and to
file any and all returns and accompanying certificates with the Federal
Government which it may be permitted or required to make or file as
such agent under any such revenue act and/or Treasury Department
regulation pertaining thereto; and further

RESOLVED, that the Authorized Persons (as defined above) and
the Secretary or an Assistant Secretary of this Company be, and they
. hereby are, authorized and directed to effect transfers and exchanges of
the Notes, pursuant to the Indenture without charging a sum for any Note
issued upon any such transfer or exchange other than a charge in
connection with each such transfer or exchange sufficient to cover any
tax or other governmental charge in relation thereto; and further

RESOLVED, that Deutsche Bank Trust Company Americas, or
any assignee or successor thereto or another trustee under a new
indenture as may be designated by the Company, be, and it hereby is,
appointed as Note Registrar in accordance with the Indenture; and
further

RESOLVED, that the Authorized Persons and Secretary or an
Assistant Secretary of the Company be, and they hereby are, authorized
and directed to execute such instruments and papers and to do any und
all acts as to them may seem necessary or desirable to carry out the
purposes of the foregoing resolutions.

The Chairman further stated that it would be desirable to authorize the proper
persons on behalf of the Company, to enter into one or more term loan or note purchase
agreements in such form as shall be approved by the person executing the same, such execution
to be conclusive evidence of such approval (“Term Loan Agreement”) with one or more as yet

. unspecified commercial banks, financial institutions or other institutional investors, which

AEP Legal 900260 2
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would provide for the Company to borrow up to $400,000,000. Such borrowings would be
evidenced by an unsecured promissory note or notes (the “Term Note”) of the Company
maturing not less than nine months nor more than sixty years after the date thereof, bearing
interest to maturity at either a fixed rate, floating rate, or combination thereof. Any fixed
interest rate of the Note will not be greater than 500 basis points above the yield to maturity of
United States Treasury obligations that mature on or about the date of maturity of the note.
Any fluctuating rate will not exceed 8% at the time of issuance.

Thereupon, upon motion duly made and seconded, it was unanimously

RESOLVED, that the Authorized Persons {as previously defined)
be, and each of them hereby is, authorized to execute and deliver in the
name and on behalf of this Company, one or more Term Loan
Agreements in such form as shall be approved by the officer executing
the same, such execution to be conclusive evidence of such approval in
substantially the form of such agreement submitted to this meeting, at
either a fixed rate of interest which shall not be greater than 500 basis
points above the yield to maturity of United States Treasury obligations
that mature on or about the maturity date of the Note issued thereunder,
or a fluctuating rate of interest which shall not exceed 8%, orata
combination of such described fixed or fluctuating rates; and further

RESOLVED, that the Authorized Persons be, and each of them
hereby is, authorized, in the name and on behalf of this Company, to
borrow from one or more commercial banks, financial institutions or
other institutional investors, up to $400,000,000, upon the terms and
subject to the conditions of the Term Loan Agreement as executed and
delivered; and in connection therewith, to execute and deliver a
promissory note, with such insertions therein and changes thereto
consistent with such Term Loan Agreement as shall be approved by the
officer executing the same, such execution to be conclusive evidence of
such approval; and further

RESOLVED, that the Authorized Persons be, and they hereby
are, authorized to execute and deliver such other documents and
instruments, and to do such other acts and things, that in their judgment
may be necessary or desirable in connection with the transactions
authorized in the foregoing resolutions.

The Chairman further stated that it would be desirable to authorize the
appropriate persons, on behalf of the Company, to issue one or more unsecured promissory
notes to AEP in an aggregate principal amount of up to $400,000,000 on such terms as ure
consistent with (i) the financing authority granted by the Kentucky Public Service Commission

AEP Legal 900260 2
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and (ii) any applicable rules of the Federal Energy Regulatory Commission (“FERC”) and
regulations thereunder.

Thereupon, upon motion duly made and seconded, it was unanimously

RESOLVED, that the Authorized Persons (as previously delined) be,
and each of them hereby is, authorized, in the name and on behalf of his
Company, to borrow from AEP up to $400,000,000, upon such terms as arc
consistent with (i) the financing authority granted by the Kentucky Public
Service Commission and (it) any applicable rules of the FERC.

The Chairman further outlined the proposed issuance and sale by the West
Virginia Economic Development Authority (the “Issuer’™), to one or more underwriters (the
“Underwriter”) or banks (the “Bank’) of a series of the Issuer’s Solid Waste Disposal Revenue
Refunding Bonds (Kentucky Power Company - Mitchell Project) (the *Bonds”), in the
aggregate principal amount of $65,000,000 pursuant to one or more Loan Agreements, between
the Company and the Issuer (the “Agreement”) and one or more Indentures of Trust (the
“WVEDA Indenture”), between the Issuer and a trustee to be selected by the Company (the
“WVEDA Trustee”). The Issuer’s $65,000,000 aggregate principal amount of Solid Waste
Disposal Revenue Bonds (Ohio Power Company - Mitchell Project), Series 2008A (the “Series
2003 A Bonds™) would be redeemed at the price of 100% of their principal amount plus accrued
interest. The proceeds of the sale of the Bonds will be deposited, together with other funds
supplied by the Company, with the Trustee and used to provide funds for the redemption of the
Series 2008A Bonds, the proceeds of which were used to finance a portion of the costs of
acquiring, constructing and improving solid waste disposal facilities designed for the disposal
of solid waste at the Mitchell Generating Station located near Moundsville, West Virginia.

The Issuer proposes to issue the Bonds in the aggregate principal amount of
$65,000,000 having terms acceptable to a proper officer of the Company and reflected in the
WVEDA Indenture, together with an inducement letter (the “‘Letter”) to be executed by an
officer of the Company and delivered to and accepted by the Issuer and the Underwriter or the
Bank, as the case may be, in connection with the issuance and sale of the Bonds. The
Chairman recommended that the Board authorize the appropriate officers of the Company to
request the Issuer to issue its Bonds and to execute and deliver the WVEDA Indenture and the
Letter.

Thereupon, after discussion, on motion duly made and seconded, it was
unanimously

RESOLVED, that the Authorized Persons of this Company be, and they
hereby are, authorized (i) to request the Authority to issuc the Bonds having terms
substantially as set forth in the form of proposed WVEDA Indenture, with (a) the
stated maturity of any such Bonds to be no more than forty (40) years; (b) the

AEP Legal 900260 2
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initial rate of interest not to exceed 8% per annum (if a fixed rate of interest) or 8%
per annum (if a variable rate of interest); and (c) the discount from the initial public
offering price of any such Bond shall not exceed 5% of the principal amount
thereof;, and with such changes as may be required upon the establishment of the
further terms thereof; (ii) to execute and deliver the Letters with such insertions
therein and changes thereto as shall be approved by the officer executing the same,
such execution to be conclusive evidence of such approval; and (iii) to execute and
deliver the Loan Agreements and the promissory notes contemplated therein in
such form as shall be approved by the officer executing the same, such execution
to be conclusive evidence of such approval; and further

RESOLVED, that the Authorized Persons of this Company be, and each
hereby is, authorized to take such further action to execute and deliver all such
further instruments and documents and do all other things as they or any one of
them shall deem necessary or expedient in connection with the Loan Agreements
or the Letters; and further

RESOLVED, that the Authorized Persons of this Company be, and each
hereby is, authorized to execute and deliver, on behalf of this Company, to the
Authority and the WVEDA Trustee a Certificate, Approval, Consent and
Instruction by the Company approving the issuance of the Bonds and approving
the terms of the Indentures, with such changes in said Indentures as such officers
of and counsel to this Company may deem necessary or desirable; and further

RESOLVED, that the Authorized Persons of this Company be, and each
hereby is, authorized to take such further action as may be required under the Loan
Agreements, the Indentures, or otherwise, to execute and deliver all such further
instruments and documents and to do all other things as they or any one of them
shall deem necessary or expedient in connection with the redemption of the Series
2008A Bonds, the issuance and sale of the Bonds by the Authority, and the
authentication and delivery of the Bonds by the WVEDA Trustee.

The Chairman stated that it may be desirable to enter into one or more bond

hedge agreements, such as a forward starting swap, treasury lock agreement, treasury put
option or interest rate collar agreement (“Bond Hedge Agreement”) to protect against future
interest rate movements in connection with the issuance of the Bonds. He recommended that
the Board authorize the appropriate persons to enter into one or more Bond Hedge Agreemments,
provided that the amount covered by any Bond Hedge Agreement is consistent with the
approved AEP Interest Rate Risk Policy and any applicable regulatory orders.

Thereupon, it was, on motion duly made and seconded, unanimousty

RESOLVED, that the Authorized Persons (as previotsly defined) be, and

AEP Legal 900260 2
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eacly hereby is, authorized to execute and deliver in the name and on behalt of this
Coinpany, one or more Bond Hedge Agreements in such form as shall be approved
by the Authorized Person executing the same, such execution to be conclusive
evidence of such approval, provided that the amount covered by any such Bond
Hedge Agreement is consistent with the approved AEP Interest Rate Risk Policy
and any applicable regulatory orders; and further

RESOLVED, that the Authorized Persons be, and they hereby are,
authorized to take such further action and do all other things as they or any one
of them shall deem necessary or expedient in connection with the Bond Hedge
Agreements; and further

RESOLVED, that the Authorized Persons be, and they hereby are,
authorized to take such further action, to execute and deliver all such further
documents, certificates and instruments and to do all other things as they or any
one of them shall deem necessary or expedient in connection with the
transactions anthorized in the foregoing resolutions.

AEP Legal 800260 2
12/13/2013 142322



KPCO Financing Resolution

Board Resolution:

Authorizes the company to issue and sell up to $400 million of Debt Securities or
Term Notes:

$200M associated with the Mitchell Asset transfer

$200M associated with planned capital expenditures and general corporate purposes

Authorizes the company to issue and sell up to $65 million of WVEDA Solid Waste
Disposal Revenue Bonds associated with the Mitchell Asset transfer through December
31, 2015 '

. Authorizes Hedging, which includes pre-issuance hedging and interest rate
management

. Authorizes Credit Enhancement, which includes financial guaranty insurance and other
agreements

Kentucky Power Company

C ON Wway

£10Z '0Z Jequiasaq] pajeq
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Issuances in current plan:
Private Placement Senior Notes Issuance in 2014 of $200 million

04 +#00-€10Z "ON @580 DSdX

Private Placement Senior Notes Issuance in 2015 of $200 million
WVEDA Pollution Control Bonds in 2014 of $65 million
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Kentucky Power Company

REQUEST

Reference paragraph 12 of the application. With reference to the statement wherein it
states “restore its debt-capital ratio,” please provide the following information:

a. Kentucky Power’s pre-acquisition financing capitalization amounts, elfective cost
rates, ratios, and overall weighted cost of capital;

b. Kentucky Power’s pro-forma post-acquisition financing capitalization amounts,
effective cost rates, ratios, and overall weighted cost of capital; and

c. For both items (a) and (b} above, please list all debt issues, including issuance dates,
coupon rates and effective cost rates. For the pro-forma capitalizations, please
provide estimates cost rates, issuance costs, and effective cost rates.

RESPONSE

a-c. AG 1-3 Attachment | represents workpapers that provide an approximation of the
capital structure impacts due to the Mitchell Plant transfer. As noted in paragraph 12
of the application, it is Kentucky Power's intent to restore the capitalization of the
Company after the Mitchell asset is transferred to its debt to capital ratio to
approximate the pre-transfer debt to capital ratio.

WITNESS: Marc D Reitter



KPSC Case No. 2013-00410
Attormey General's Fist Set of Data Requesis
Dated December 20, 2013

ltem No. 3
Attachment 1
Page 10of4

KENTUCKY POWER COMPANY
PRE MITCHELL TRANSFER COST OF CAPITAL (GAAP)

ANNUAL WEIGHTED
PERCENTAGE cosT AVERAGE
PER BOOKS OF PERCENTAGE cosT
DESCRIPTION CAPITAL, JOTAL RATE PERCENT
2 3 4 (5) (6) = (4) X (5)
Long Term Debt $550,000,000 54.14% 8.48% 3.51%
Common Equity 465,917,000 45 86% 10.50% 4.82%
Total $1,015,917,000 100.00% 8.33%
KENTUCKY POWER COMPANY
PRO FORMA MITCHELL TRANSFER COST OF CAPITAL (GAAP)
ANNUAL WEIGHTED
PERCENTAGE cosT AVERAGE
PRO FORMA OF PERCENTAGE cosT
DESCRIPTION CAP[TAL TOTAL RATE PERCENT
&) 3) @) ) (6) =(4) X (5)
Long Term Debt $815,000,000 54.12% 621% 3.36%
Common Equity 690,917,000 45.88% 10.50% 4.82%
Total $1,505,917,000 100.00% 8.18%

NOTE: There was no Short Term debt on Kentucky Power Company's books as of November 30, 2013
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Ln
No Description
0] @

Global Note Payable
fo Parent Company
1 (Amencan Electnc Power)

2 Subtotal

Senior Notes

Senior Unsecured Notes
Senior Unsecured Notes
Senior Unsecured Notes
Senior Unsecured Notes
Senior Unsecured Notes

~N U eWw

8 Subtotal

9 Total Long Term Dett

10 Other Long Term Debt

11 Total Kentucky Power

Interest  Date of
Rate{%} Qffenng
3 4

5 250% 02/05/2004

5625% 08/13/2003
6 000% 09/11/2007
7.250% 06/18/2009
8030% 06/18/2009
8.130% 06/18/2009

Date of
Maturty
5)]

06/0172015

12/01/2032
0911572017
06182021
0611872029
06/18/2029

Average

Term

InYears

(€

1132

2947
1001
1200
2000
3000

Kentucky Power Company

Long-Term debt
Pre- Mitchelt Transfer
($000)

Total Net Proceeds

Onginal on Principal

Principal Discount Amt Based on
Amount (Prem) & Onginal Prem.
Issued Expense 1/ (Disc) & Exp

M @) (9)

$20,000 S0 £20,000
$20.000 $20,000
£75,000 $1,393 $73,607
$325,000 $3,945 $321,055
$40,000 $218 539,782
$30,000 $163 $29837
$60,000 $327 $508673
$530,000 $6 046 $523.954
$550,000 $6,046 5543 954
30 50 50
$550.000 $6 046 $543,954

Average
Cost of
Debt
Net Effectve  Current Based on Average
Proceed  Cost Amount Carrying Cost of
Ratia Hate Qurstanding Valve Dedt
(10 (1 (12) (13) (14)
10000% 5.249% $20,000 $1,050
$20,000 $1.050
98.14% 5.756% $75,000 $4.317
98.79% 6.164% $325,000 $20,033
9946% 7315% $40,000 $2.928
99 46% 8085% $30,000 $2426
99 46% B8.179% $60,000 $4,907
$530,000 $34.611
$550,000 535,661
50 3]
$550.000 $35.661 6 48%

Name
of

(15)

KPCo

¥ 40 gobey
| Juawyoeny
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Ln
No Descrption
M @

Global Note Payable
to Parent Company
1 ({(Amencan Electnc Power)

2 Subtotal

Senior Notes

Sermor Unsecured Notes
Senior Unsecured Notes
Senior Unsecured Notes
Senior Unsecured Notes
Senior Unsecured Notes

~ bW

Lol

Subtotal

Pro Forma Debt Adjustments

2 Total Long Term Debt

10 Other Long Term Debt

11 Total Kentucky Power

Interest  Dateof
Rate (%) Offenng
{3) {4)

5250% 02/05/2004

5625% 08/13/2003
6 000% 09/11/2007
7.250% 06/18/2009
8 030% 06/18/2009
8.130% 06/18/2009

5500% 6/30/2014
5622% 63072014

Kentucky Power Company

Long-Term debt
ProForma Mitchell Transfer
{5000)
Total Net Proceeds
Criginal on Prncipal
Average  Prnncipal Discournt Amt. Based on Net
Date of Term Amount (Prem) & Onginal Prem.  Proceed
Maturty InYears lssued  Expenset/  (Discl8Exp  Ratio
9 {6) @ {8) 9 (10)
06/0172015 11.32 $20 000 50 $20.000  100.00%
$20,000 $20.000
120172032 2947 $75,000 $1,393 $73.607 98.14%
0971572017  10.01 $325,000 $3,945 $321,055 98 79%
0s/18/2021 1200 $40,000 $218 $39,782 99 46%
06/18/2029 2000 $30,000 $163 $29,837 99 46%
O6/18/2039 30.00 $60,000 $327 $59,673 93 46%
$£530 000 $6 046 $523,954
4172036 21.75 $65,000 $566 564,434 99,13%
1/30/2044 2958 $200 000 $1,092 $198.908 99 45%
$265,000 $1,658 $263,342
$815.000 $7.704 $807 296
S0 S0 S0
$815 000 $7.704 $5807.296

Effectve
Cost
Rale
48))]

5.249%

40.737%

5.756%
6.164%
7.319%
8 085%
8179%

5 569%
5 660%

Average
Cost of
Debt
Current Based on Average Name
Amount Carrying Cost of of
Qurtstanding Value Dabt  fssuer
(12) (13 {14) (15)
$20,000 $1.050 KPCo
$20.000 $1,050
$75,000 $4,317 KPCo
$325,000 $20,033 KPCo
$40,000 $2,928 KPCo
$30,000 $2,426 KPCo
$60,000 $4,907 KPCo
$530,000 §34 611
Tr=0
]
a3z
[ el o
$65,000 $3,620 b1 g
$200,000 $11.319 NERTE
$265 000 $14.939 8
g
I\O}
$815,000 $50,600 o
Q
50 0 e
$815.000 $50,600 & 21%

0LP00-£10Z ON 8SED DS
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Kentucky Power Company
Proforma Calculation of Common Equity

Per Books Common Equity as of 11/30/13
Paid in Capital Assoclated with Asset Transfer as of 12/31/12
Less: Dividend Assoclated with Capitalization Adjustment

Adjusted Common Equity

KPSC Case No, 2013-00410

Attorney General's First Set of Data Requests
Dated December 20, 2013

tem No 3

Attachment 1

Paged of 4

$
465,917,000
278,000,000
(53,000,000)

690,917,000
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Kentucky Power Company

REQUEST

Reference paragraph 12 of the application quoting the Transfer Application and
describing “the West Virginia Economic Development Authority (“WVEDA”) Pollution
Control Revenue Bond (“PCRB”) that partially financed the FGD units constructed at the
Mitchell generating station.”

a.

C.

Please provide the total sum financed to construct the FGD units at the Mitchell
generating station.

Please provide copies of any and all other financing and/or loan agreement
between Ohio Power Company or any AEP subsidiary company relating to the
construction of the FGD units at the Mitchell generating station.

Please confirm the date(s) when construction of the FGD units at the Mitchell
generating station began and the date(s) when those units became fully
operational.

RESPONSE

a. The total amount of tax-exempt securities used to finance the qualified costs

associated with the Mitchell FGD Project was $130 mitlion as that was the total
amount of volume cap awarded to Ohio Power by thc West Virginia Economic
Development Authority for the Mitchell FGD project. The remaining portions
of the project were financed with a combination of senior unsecured long-term
debt and equity.

b. See AG 1-4 Attachments 1 and 2.

C.

Construction of environmental controls at the Mitchell Plant (SCR and FGD
systems) began in the summer of 2004, with the Unit 2 FGD entering into
service n January 0of 2007 and the Unit 1 FGD entering in April 2007.

WITNESS: Marc D Reitter
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Name: Muchell 2006A
Number 43501 8

LOAN AGREEMENT
between

WEST VIRGINIA ECONOMIC DEVELOPMENT AUTIIORITY
and

CIIO POWER COMPANY

WEST VIRGINIA ECONOMIC DEVELOPMENT AUTIIORITY
SOLID WASTE DISPOSAL FACILITIES REVENUE REFUNDING BONDS
{OHIO POWER COMPANY - MITCHELL PROJECT), SERILS 20038A

Dated

as of

Junc I, 2008
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INDEX

(This Index is not a part of the Agreement
but rather 1s for convenience of reference only )
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ARTICLEV
ADDITIONAL AGREEMENTS AND COVENANTS

Section 5.1.  Inspection of the Project ...cicvinaie

Section $2.  Maintenance cuvecinnes wormvanare

Section 5.3.  Removal of Ponions ofthc Projcct... ........................ wreriaia -
Section 5.4.  Operation of Project .
Section 5.5,  Insurance...

Section 5.6. Workers’ Compcnsauon Covcragc

Section 5.7.  Damage; Destruction and Eminent Dommn
Scction 5.8, Company to Maintain its Legal Existence, Ccndulons Undcr Wh1ch Exceptions
Permitted 14
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LOAN AGREEMENT

TIS LOAN AGREEMENT is made and entered into as of June 1, 2008 between Lhe
WEST VIRGINIA ECONOMIC DEVELOPMENT AUTHORITY (the “Issuer™), a publc
corporation and governmenta) instrumentality of the State of West Virginia (the “Sate™), wndt
Ohio Power Company, an Ohio corporation (the "Company”). Copitalized terms used in the
following recitals are used as defined in Article I of this Agreement,

WHEREAS, the Issuer is empowered and authorized by the West Virginin Economic
Development Authorily Aet (Chapter 31, Article 15, Section 1, ¢t seq,, the Code of West
Virginia, 1931, as amended) (the *Act"”), to refund any bonds or notes issued by the Issuer or any
other public body or authonty of the State;

WIUEREAS, there has been previously issued for the benefit of the Company
$65,000,000 West Virginta Economic Development Authonty Sohid Waste Disposal Facilities
Revenue Bonds (Ohio Power Company - Mitchell Project), Series 2006A (the “Refunded
Bonds”), by the Issuer or a counly commission of a county in the Slate;

WIIEREAS, the Company has requested the Issuer 1o Issue $65,000,000 West Virginia
Eeonomic Development Authority Sohid Waste Disposal Facalities Revenue Refunding Bonds
(Ohio Power Company - Mitchell Project), Series 2008 A (the “Bonds™), Lo refund the Retundcd
Bonds;

NOW THEREFORE, in consideration of the premises and the mulual representations and
agreements hereinafter contained, the Issuer and the Company agree as follows (provided that
any ohligation of the Issuer or the State ercated by or arising out of this Agreement shall never
constilute & general debt of the Issuer or the Stale or give nse 1o any pecuniary Habihity of the
Issuer or the Stale but shall be payable solely out of Revenues, including Loan Payments mnde
pursuant to the Note and this Agreement and any amounis in the Bond Fund):

ARTICLE1
DEFINITIONS

Seeuion 1.1,  Use of Defined Terms. In addition to the words and terms defined
elsewhere in this Agreement, in the Indenture, or by reference to another document, the woids
and terms set forh in Section 1.2 hereof shall have the meanings set fortl: therein unlcss the
context or use clearly indicales another meaning or intenf. Such definitions shall be equatly
applicable Lo both the singular and plural forms of any of the words and terms defined therein

Section 1.2.  Definitions. As used herein:

*Additional Payments” means the amounts required to be paid by the Company pursuant
Lo the provisions of Section 4.2 hereof.

"Administration Expenses” means the compensanon (which compenisation shall not be
greater than thal typienlly charged in simular circumstances) and reimbursernent of reasonable
expenses and advances (including reasonable fees and expenscs of counscl}y payable to the
Truslee, pursuant o Section § 03 of the Indenture, and the Reinarketng Agent
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“Affiliate” of any Person means another Person controlling. controlled by or under ditect
or indirect common control with such Person. For the purposes of this definition, “control”
means the power 1o direct the management and policies of a specified Person directly o
indirectly, whether through the ownerstup of voting securilies, by contract or otherwise, and the
terms “controlling” and “controlled" have meanings correlative to the forepoing,

“Agreement” means this Loan Agreement, as amended or supplernented from time 1o
Lme,

*Bond Resolution™ means the resolution of the Issuer providing for the issuance of the
Bonds and approving this Agrcement, the Indenture and related matters, as amended or
supplemented from ime to time.

“Book entry form™ or “book entry system” means a form or system, as applicahle, under
which (1} physical Bond certificates in fully registered form are registered only in the name nf 2
Securities Depositery or its nominee as Bondholder, with the physical Bond certificales held by
and “immobilized” in the custody of the Securities Depository and (ii} the book entry systcm
maintained by and the responsibility of Persons other than the Issuer, the Company, the
Remarketing Agent or the Trustee is the record that identifies and records the transfer of the
interests of the owners of book entry interests in those Donds.

"Engineer” means an engineer {who may be an employee of the Company) or
engincering firm qualified to practice the profession of engineering under the laws of the State.

“EPA" means the Environmental Protection Agency of the State and any successor body,
agency, commission or department,

*Event of Default”™ menns any of the events described as vn Event of Defaull n
Section 7.1 hercof.

“Force Majeure” means any of the causes, circumstances or events described as
constituting Force Majeure in Section 7.1 hercof.

“Indenture™ means the Indenture of Trust, dated as of the same date as this Agreement,
between the Issuer and the Trustee, under which the Bonds are sssued, as amended or
supplemented from time to tine,

“Intercst Rate for Advances” means the annual interest rate which is one peicent in
excess of the intercst rate payable at the time on the Bonds.

“Issuer Fee™ means the fee of $10,000 due to the Issuer from the Company in connection
with the issuance of the Bonds hereunder.

*1oan Payment Date” means any date on which any Bond Service Charges are due and
puyable and includes, without limitation, any Redemption Date, any Intetest Payment Date and
any Mawrity Date,
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“Loan Payments” means the payment of Bond Service Charges when they are due and
payable on any Redemption Date, eny Interest Payment Date and any Maturity Dac.

"Nouce Address” means:

(a) As 1o the Issuer: West Viiginia Economic Development Authority
North Gate Business Park
t60 Association Drive
Charleston, West Virginia 25301
Attention: Executive Director
Telephone No.: (304) 558-3608
Telecopy No.: (304) 558-0206

(t)  AstothcCompany: Ohio Power Company
c/o American Electric Power Service Corporation
One Riverside Plaza
Columbus, Ohio 43215
Attention: Treasurer
Telephone No.: (614) 716-2850
Telecopy No.: (614)716-1687

() As to the Trustee: The Bank of New York Trust Company, N.A.
Institutional Trust Services
6525 West Campus Oval, Suite 200
New Albany, Obio 43054
Attention: Joyce A. Antoncie
Telephone No.: (614) 775-5280
Telecopy No.: (614) 775-5636

or such additionat or different address, notice of which is given under Section § 3 hereof
“Original Purchaser” means Morgan Stanley & Co. Incorporated.

“Person” or words importing persons mean firms, associations, partnerships (including
without limitation, genera) and limited partnerships), socicties, tiusts, corporations, public ol
governmental bodies, other legal entities and natural persons.

“Plint” means the Mitchell Plant,

“Pioject” means the reaf, personat or real and personal property, including undivided or
other interests therein, identified in the Project Description.

*Project Description” means the description of the Project attached hereto as Exhibit A,
as the same may be amended in nccordance with this Agreement.

“Projcct Facilities™ mcans the sohd waste disposal facilities and any other portion of the
Project that may be refinanced with the proceeds of the Loan in accordance witht the provisions
of this Agreement,
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“"Project Purposes” means the purposes of a Qualified Facility as described in the Act and
as more particularly described in Exhibit A hereio,

“Project Sie” means the premises of the Project at the Plant in Marshall County

“Qualified Facility" means those facilities which are commuercial or industnal
undertakings within the meaning of Sechion 31-15-4(r) of the Act.

“Solid Waste Disposal Facilities” means those portions of the Project constituting sohid
wasle disposal facilities within the meaning of Section 142(a)(6) of the Code.,

Section 1.3.  Interpretation.  Any reference hereln to the State, to the Issuer or to any
member or officer of either includes entiies or officials succeeding 10 their respective functions,
duties or responsibilities pursunnt 1o or by operation of law or lawfully pecforming their
functions.

Any reference 1o o sectyon or provision of the Caonstitution of the Staie or the Act, ortoa
section, provision or chapter of the Code of West Virginia, or 1o any statute of the United States
of Ameriea, includes that scction, provision or chapter as amended, modified, revised,
supplemented or superseded from time to time; provided, 1hat no amendment, modificauon,
revision, suppiement or superseding section, provision or chapier shall be applicable solely by
reason of this provision, if it constitutes in any way an impament of the rights or oblizations ol
the Issuer, the State, the Boadholders, the Trustee, the Remarketing Agent, the Refunded Bomds
Trustee, the Compaay or the Leaer of Credit Bank under this Agreement, the Indentuce, the
Bonds or the Note.

Unless the context indicates otherwise, words importing the singular number include the
plural number, and vice versa; the terms *hercof,” “hereby,” “herein,” “hereto,” "“hereunder™ and
similar terms refer to this Agreement; and the term “hereafter” means after, and the term
“heretofore™ means before, the daie of delivery of the Bonds. Words of any gender include the
correlative words of the other geaders, untess the sense indicates otherwise,

Section 1.4,  Captions and Jleadings. The captions and headings in this Agreement wre
vsed solely for convenience of reference and in no way define, timit o1 describe the scope or
intent of any Articles, Sections, subsections, paragraphs or subparagraphis or clauses hercol

(End of Arucle 1)
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ARTICLEII
REPRESENTATIONS

Section 2.1.  Representations of the Issuer  The Issuer represents that: (o) itis a public

corporation and governmental instrumentality of the State; (b} it has duly accomphshed all
conditions necessary to be accomplished by it prior 1o the issvance and delivery of the Bonds and
the exccution and delivery of this Agreement and the Indenture, (¢) it is not in viclation of or in
conflict with any provisions of the laws of the State which would impair its ability to carry out its
obligations contained in this Agreement or the Indenture; (d) it is empowered to enter 1nto the
transactions contemplated by this Agreement and the Indenture; (e) it has duly authorized the
execution, delivery and performance of this Agreement and the Indenture; and (£} it will do all
things in hs power in order 1o maintain its existence or assure the assumption of us obhigations
under this Agrecment and the Indenture by any successor public body.

Section 2 2. Warrant sl ondtj wiabhly of the Project |
Issuer makes no warranty, cither express or implied, as (o the sutabilily or utihzation of the
Project, or any portion thereof, for the Project Purposes, or as to the condition of the Pioject, o1
any portion thercof, or that the Project, or any portion thercof, is or will be suutable for the
Company’s purposes or needs.

Seetion 2.3.  Represenintiony and Covenants of the Company. The Company represents

that:

(a)  The Company has been duly Incorporated and is walidiy existing as o
corporation in good standing under the laws of the State of Ohio, with full power and authority 1o
own or lease its properties, including the Project, and conduct its business, to execute and deliver
this Agreement and the Note, and to perform its obligations under this Agreement and the Note

(b}  This Agreement and the Note have been duly suthorized, executed and
delivered by the Company, and constitute valid and legally binding obligations of the Company,
enforceable in accordance with their respective terms, subject, as to enforcement, to bankruptcy,
insolvency, reorganization and other laws of general applicability relating to or atfeeting
creditors® rights and to general equity principles The execution, delivery and performance by
the Company of this Agreement and the Note, and the consummation of the tansactions
contemplated heteby and thereby did not, do not and will not violate any provision of law or
reguiation applicable to the Company, or of the Articles of Incorporation, as amended, or the
bylaws, as amended, of the Company, or of any writ or decree of any court or governmental
nstrumentality, or of any mortgage, indeature, contract, agreement or other underiakung to which
the Company is & party or which purports to be binding upon the Company or upon any o! s
assels,

(c) All suthorizahions, consents, approvals, registrations, filings, exemptions
and licenses with or from governmental or repulotory authoritics which aie necessaiy for the
Loan, for the execution and dehivery by the Company of this Agreement and the Nete, or for the
performmnce by the Company of its obligations thereunder have been cffected and obtained nnd
are in ful) force and effeet, and, so iong as may be required for the Company to comply with any
such fastrument, will remain in foil force and effect

-5.
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ARTICLE 1lI
COMPLETION OF THE PROJECT,
ISSUANCE OF TIIE BONDS

Section 3.1.  Acquisition. Constructipn and Installation. The Comipany represents and

agrees that:

(2) It has caused the Projec! to be acquired, constructed and installed on the
Project Site, substantially in accordance with the Project Description and in conformance with all
applicuble zoning, planning, building and other similar regulations of all governmental
authonties having jurisdiction over the Project and all permuts, varances and orders issued in
respect of the Project by the EPA, including the permit-to-instal] for each portion of the Project,
provided that the Company reserves the right to contest in good faith aay such permits, varionces
or orders, and will use lts best efforts to cause the acquisition, tonstruciion and installation of
other facilities and real and personal property deemed negessary in connecuion with the Project to
the end that the Project will fullill the Project Purposes; and

(13} It will ask, demand, sue for, levy and use its best efforts to recover und
receive such sums of money, debts or other demands whatsoever in conneetion with the Pioject,
to which it may be entitled under any contract, order, receipt, guaranty, warraaly, writing or
instruction in connection with any of the foregoing, and it will enforce the provisions of any
contract, agreement, obligation, bond or other secunty in connection with the Project.

Section 3.2.  Project Description  The Project Description may be changed from time
lo time by, or with the consent of, the Company provided that any such chan ge shall asn be filed
with the Issuer and provided further that no change in the Project Descripuion shall materially
change the function of the Project unless the Trustee shall have recerved (i) an Engineer's
certificate that such changes will not impair the significance or eharacter of the Project as u
Quatified Facility and (i) an Opinion of Tax Counsel or ruling of the Internal Revenue Scrvice
Lo the effect that such amendment will not adversely affect the exclusion of jnterest on the Bonds
fiom gross income far federal income tax purposes.

Section 3.3, Issua the Bonds: 3 stem; eati cecds. To
provide funds to make the Loan to the Company lo assist the Company n the refunding of the
Refunded Bonds, concurrently with the delivery to the Trustee of the Note of the Company und
the delivery of the Letter of Credit by the Letier of Credit Bank, as provided in Section 4.6
hereof, the Issuer will issue, sell and deliver the Boads to the Oviginal Purchaser. The Bonds
will be 1ssued pursuant to the Indenture in the aggregate principal amount, will bear interest, will
matuse on the dates and will be subject to optionsl and mandwory redemption as set forth
therein. The Company hereby approves the terms and ¢onditions of the Indenture and the Bonds,
and! the terms and condinions under which the Bonds are 10 be issued, sold and delivered.

The Bonds shall be initially issued only to the Secunties Depository for use in a Book
Lntry System. Such Bonds shall be registered in the name of the Securities Depository o its
nominee, as Bondholder, and immabihized in the custody of the Securities Depository, and there
shall be a singie Bond representing each series of the Bonds, The [ssuer agiees to remove or
replace the Securitics Depository at any ime at the request of the Campany and upon 30 days’
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notice to the Securities Depository, the Remarketing Agent and the Trustee. No funther action by
the Issuer shafl be required to effect such a removal or replacement. So long as Bonds are in a
Book Entry System and the Securities Depository or its nominee is the registered owner, those
Bonds, or any portion thereof, shall not be transferable or exchangeable except: (1) to any
suceessor of the Secunties Depository; (11) to any new Securities Depository not objected 1o by
either the Trustee or the Remarketing Agent upon (a) the resignation of then current Securities
Depository from its funclions as Secunties Depository or (b) termination of the use of the
Securities Depository a1 the request of the Company; or (ii1) 1o any Persons who are the assigns
of the Sccurities Depository or #is nominee upon {a) the resignation of the Securities Depository
from its funclions as Sccuritics Depository under the Indenture or (b) termination of the use of
the Secunties Depository at the request of the Company.

The proceeds from the sale of the Bonds shall be paid to the Trustee and deposited as
follows: {2) a sum equal to accrued interest, if any, paid by the Onginal Purchaser shall be
deposited in the Bond Fund and (b) the balance of such proceeds shall be deposited in the
Refunding Fund. Pending disbursement or transfer pursuant to Scction 3.4 hereof and the
Indenture, the procecds so deposited in the Refunding Fund, together with any investment
carnings thereon, shall constitute & part of the Revenues assigned by the Issuer to the payment of
Bond Service Charges as provided in the Indentre.

Secuon 3.4, Disbursements from the Refunding Fupd In the Indenture, the Issuer has

authorized and directed, or will authonze and direct, the Trustee to make payments from the
Refunding Fund to the Refunded Bonds Trustee to refund the Refunded Bonds, Moneys in the
Refunding Fuad shall be transferred in the manner and on the date or dates provided for in
Secction 4.05 of the Indenture. The Refunded Bonds shall be irrevecably called for redemption
on the date or dates and at the redemption prices provided for in Scetion 4 05 of the Indenture

Section 3.5. Company Required to Pay Remaining Costs of Refunding the Refunded
Bonds The Company acknowledges that the proceeds of the Bonds wili be insufficient to pay
the full costs of refunding the Refunded Bonds and that the Issuer has made no representation or
warranty with respect to the sufficiency thereof. The Company further acknowledges tha it is
{and will remain after the issuance of the Bonds) obligated 1o, and hereby eonfirms that it wall.
pay all costs of the refunding and redemption of the Refunded Bonds

Sectton 3.6. [RESERVED].

Section 3.7.  Investme un e Al the written request of an officer of the
Company, any moneys heid as purt of the Bond Fund, the Refunding Fund or the Rebate Fund
shall be invested or reinvested in Permitted Investments; provided, that such moneys shali be
invested or reinvested only in Permitted Investments which shall mature, or which shall be
subject (o redemption by the holder thereof at the option of such holder, not Later than the date
upon which the moneys so invested are ceeded to make payments from those Funds, Except us
expressly set forth herein and in the Indenture, newher the Issuer nor the Company or any
Affiliate thereof, shall have any right, ttle or interest in the Bond Fund or in the Refunding Fund

The Issuer {lo the extent it retained or retains direction or control) and the Company each
hereby covenants that it wili iestnct the investment and reinvestment and the usc of the procceds
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of the Bonds in such manner and to such extent, if any, as may be necessary, after taking into
account reasonable expectations at the time of delivery of and payment for the Bonds, so that the
Bonds will not constitute arbitrage bonds under Section 148 of the Code. The Company shall
provide the Issuer with, and the Issuer may base its certificate and statement, each as aunhortzed
by the Bond Resolution, on, a certificate of an appropriate officer, employee or agent ol or
consultant to the Company for inclusion in the transctipt of procecdings for the Bonds, setting
forth the reasonable expectations of the Company on the date of delivery of and payment for the
Bonds regarding the amount and use of the proceeds of the Bonds and the facts, estimates and
circumstances on which thoese expectations are based.

(End of Article 1II)
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ARTICLE 1Y
LOANBY ISSUER; LOAN PAYMENTS,
ADDITIONAL PAYMENTS; NOTE; AND LETTER OF CREDIT

Scction4.l.  Loan Repayment: Delivery of Note. Upon the terms and conditions of this

Agrecment, the Issuer agrees to make the Loan to the Company. The proceeds of the Loan shall
be deposited with the Trustee pursuant to Section 3.3 hereof. To evidence the obligations of the
Company te make the Loan Payments and repay the Loan, the Company shall, concurrently with
the issuance of the Bonds, execute and deliver the Note to the Trustee, as assignee of the Issuer
under the Indenture, In an aggregate principal amount equal to the aggregate principal amount of
the Bonds. The Note shail be in substantially the form of Exhibit B hereto. In consideration of
and in repayment of the Loan, the Company shall make, as Loan Paymenis, to the Trustee for the
account of the Issuer, payments on the Nole on each Loan Payment Date which correspond, as to
time, ond are equal in amount, to the Bond Service Charges payable on the Bonds. All Loan
Payments received by the Trustee shall be held and disbursed in accordance with the provisions
of the Indenture and this Agreemnent for application to the payment of Bond Service Charges.

The Company shall be entitled to a credit agninst the Loan Payments required to be made
on any Loan Payment Date to the extent that the balance of the Bond Fund is then in excess of
amounts required (a) for the payment of Bonds theretofore matured but not yet presented for
payment by the holders thereof or Bonds theretofore cailed for redempuion, or Bonds to be called
for redemption pursuant to Section 6.1 or 6.2 hercof, (b) for the payment of interest for which
checks or drafts have been drawn and mailed by the Trustee, and (c) to be deposited in the Bond
Fund undcr the Indenture for use other than for the payment of Bond Service Charges due on that
Loan Payment Date

Unless the Company Is cntitled to a eredit under this Agreement or the Indenture, sall
payments on the Nole shal! be in the full amount required thereunder. The Note shalt be 1ssued
in the name of the Truslec and shall not be ransferred by the Trustee, except to effect trans fers to
any successor trustee under the Indenture,

Except for such interest of the Company as may hereafter arisc pursuant (o Section & 2
hereof or Section 4.04 or 10.02 of the Indenture, the Company and the Issuer each acknowledges
that neither the Company, the State nor the Issuer has any interest in the Bond Fund, the
Purchase Fund or the Refunding Fund, and any moneys deposited therein shall be in the custody
of and held by the Trustee in nccordance with the Indenture in trust for the benefit of the
Bondholders, until, in the ¢nse of the Refunding Fund, transferred in accordance with tlie
Indenture,

Scclion4.2,  Additional Payments. The Company sheli pay 1o the Issuer, in connection
wilh the fssuance of the Bonds, the Issuer Fee and, as Additional Payments hereunder, any and
all costs and expenscs incurred or to be pad by the fssuer in conncetion with the issuance and
delwvery of the Bonds or otherwise related to actions taken by the Issuer under this Agreement or
the Indenture,

The Company shall pay the Administration Expenses to the Tiustee or the Remarkenng
Agent, as appropnate, as Additional Payments hereunder.

-10-
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The Company may, without creating a default hereunder, contest in good faith the
reasonableness of any such cost or expense incurred or to be puid by the Issuer und any
Administration Expenses clnimed to be due to the Trustee or the Remarketing Agent

In the event the Company should fail to pay any Loan Payments, Additional Payments or
Administration Expenses when due, the payment in default shall continue as an obligation of the
Company until the amount in default shall have been fully paid together with interest thereon
during the defaull period at the Interest Rate for Advances.

Section 4 3. Place of Poyments. The Company shall make all Loan Payments, and all
payments of Porchase Price of Bands pursuant to Section 4.8 hereof, directly to the Trustee at its
designated corporate trust office or other office designated in accordance with the Indenture,
Additional Payments shail be made directly to the Person to whom or to which they are due,

Section 44,  Obligations Uncondiugnal. The obligations of the Company to make
Loan Payments, Additional Payments and any payments 1equired of the Company under Section
4.8 hercof shall be absolure and unconditional, and the Company shall make such payments
without ahatement, diminution or dedoction regardless of any cause or circurmstances whatsocever
including, withow limitation, any defense, set-off, recoupment or counterclainy which the
Company may have or assert against the Issuer, the Trustee, the Remaiketing Agent, the Letier
of Credit Bank orany other Person.

Section4.5.  Assignment of Revenues, Agreement and Note. To secure the payment of

Bond Service Charges, the Issucr shall absoluteiy assign to the Trustee, 1ts successors in trust and
its and their assigns forever, by the Indentare, all nght, title and interest of the Issver in and to (a)
the Revenues including, without limilalion, all Loan Payments and other amounls receivable by
or on behalf of the Issuer under this Agreament in sespect of repayment of the Loan, (b) this
Agreeinent except for the Unassigned Issuer’s Rights, and (¢) the Note. The Company hereby
agrees and consents Lo those assignments.

Section 4.6. 1L Credit; Alternat 1e dit.

(a)  The Company agrees to provide for the payment of the principal of nnd
interest on the Boads and for payment of the Purchase Price of Bonds Lendered for purchase ar
required to be purchased, all as provided in the Indenture, by causing the Letter of Credut to be
delivered to the Trustee on the date of the delivery of 1he Bonds. The Company heveby
authorizes and directs the Trustee to draw moneys under the Letter of Credit, in accerdance with
its terms and the terms of the Indenlure, to the exienl necessary to pay the principal of, premium
to the extent, if any, covered by the Letter of Credit and interest on the Bonds when due, nnd to
pay the Purchase Price of Bonds tendered for purchase or required to be purchased, all as
provided in the Indenture. The Company may, at its election and with the consent of the Letter
of Credit Bank, provide for one or more extensions of Lhe Letter of Credit heyond lts then stated
date of expiration.

(b) Al any ume Lhe Company may provide for the delivery of an Alternalc
Letter of Credit 1o the Trustee in accordance with the Indenture

-11-
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(¢)  The Company may, in its sole thscretion and at any tume, cancel any Letter
of Credit then in effect in accordance with the Indenture.

Section 4.7. Company's Option to Elect Determipation Method The Company shall
have, and is hereby granted, the option 1o elect from time to time, In accordance with the
Indenture, the Determination Method applicable 1o any of the Bonds, pursuant to the provisions
of Article I1 of the Indenture, subject to the terms and conditions set forth therein, To exercise
such options, the Company shall give the written nonces, shall cause to be provided such other
items and shall take such other actions as are required by the Indenture.

Section 4.8.  Company's Obligation to_Purchase Bondy. The Company hercby agrees

to pay or cause lo be paid to the Trustee, on or before each day on which Bonds may be or are
required to be tendered for purchase under the Indenture, amouats equal to the amounts to be
prid by the Trustee with respect to the Bonds to be purchased on such dates pursuant to the terms
of the Bonds and Article HI of the Indenture; provided, however, that the obligation of the
Company to mike any such payment under this Section shall be reduced by the amount of (A)
moneys made available by the Remarketing Agent, (B) moneys drawa undcr any Letter of Credut
for the purpose of paying such Purchase Price and (C) any other moneys made available for that
purpose by the Company.

(End of Anticle IV)
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ARTICLE V
ADDITIONAL AGREEMENTS AND COVENANTS

Section 5.1.  Inspection of the Project. The Company agrees to use its best effoits so
that the [ssuer, the Trustee and their or either of their duly authorized agents may at all
reasonable business hours enter, examine and inspect, the Project.  The Issuer and the Trustee
shall also be permutted, at all rensonable times, to examine the books and records of the
Compmny with respect to the Project.

Section 5.2.  Maintepance. The Company shall use its best efforts to kecp and
maintain, or cause to be kept and maintained, the Project, including all appurtenances thereto and
nny personal property therein or thereon, in satisfactory operating order, repair, condition and
appearance, subject to reasonable wear and tear, so that the Project will continue to constitute a
facility that cun be finnnced by the Issuer under the Act.

So long as such shall not be in violation of the Act or impair the character of the Project
s a Qualified Facility, and provided there is continued compliance with applicable Jaws and
regulations of govemmental entities having jurisdiction thercof, the Company shall have the
right to remodel or permit the remodeting of the Project or moke or permit ta be made addiuons,
modifications and improvements thereto, from lime to time as il, in its discretion, may deem to
be desirable for its uses and purposes, the cost of which remodeling, additions, modifications and
improvements shall be paid or caused to be paid by the Company and the same shall, when
made, become a part of the Project,

Section 5,3, Removal of Portions of the Project. The Company shall not be under any

obligation to renew, repair or replace any inadequate, obsolete, wom out, unsuitable, undesirable
or unnecessary portions of the Project, except that, subject to Section 5.4 hereof, it will use its
best efforts to cnsure the continued character of the Project as a Qualified Faecility The
Company shall have the right from time to time to substitute personal property or fixtures for any
portions of the Project, provided that the personal property or fixtures so substituted shall not
impar the character of the Project as a Qualified Facility. Any such substituted propetty or
fixtures shall, when so substituted, become a part of the Project The Comipany shall also have
the right to remove any portion of the Project, without substitution therefor; provided that (i) any
such removal is in accordance with any applicable legat requirements and (ii) the Company shall
dehiver to the Trustee a certificale signed by an Engineer describing said portion of the Pioject
and stating that the removal of such property or fixtures will not tmpair the character of the
Pioject as a Qualified Facllity,

Section 5.4. Qperation of Projc¢t  The Company will, subject to its obligations and
rights to maintain, repait or remove portions of the Project, as provided in Sections 5.2 and 5.3
hereof, use its best efforts to continue operation of the Project so long as and to the extent that
operation thereof is required to comply with laws or regulations of govemmental entitics having
jurisdiction thereof. The Company agrees that it will, within the design capaciiies of the Project,
use its best efforts to operate and maintain the Project or cause the Project to be operated and
mantained in accordance with all applicable, valid and enforceable rules and regulatians of
govemmental entities having jurisdiction thereof; provided, that any such removul iy in
accordance with any applicable lcgal reguirements and the Company reserves the right to coniest
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in good faith any such laws or regulations. The Company agrees that sufficient gualified
operating personnel will be retained and operational tests and measurements necessary to
determine compliance with the preceding sentence will be performed to insure proper and
efficient operation and maintenance of the Project.

Nothing in this Agreement shall prevent or restrict the Company, in ils sole discretion
from discontinuing or suspending, at any time, and cither permanently or temporanly, its use of
any focility of the Company served by the Project and, in the event such discontinuance or
suspension shall render unnecessary the continued operation of the Project, the Company shall
have the right to discontinue or permit the discontinuance of the operation of the Project duiing
the penod of any such discontinuance or suspension.

Section 5.5.  Insupance. The Company agrees to insure its interest in the Project in the
amount and with the coverage that property of similar character is usually so insured by
companies similariy situated and operating like properues (incivding self-insurance generally
consistent with industry practice).

Section56.  Workers' Compensatj overage,  Throughout the term of this
Agreement, the Company shall comply, or requtre complance, with applicable workers’
compensation Jaws of the State.

Section 5.7. amage; Destructi d Eminent Domain. If the Project Facihties are
destroyed or damaged in whoi¢ or in part by fire or other casualty, or title to, or the temporary
use of, the Project Factliitics or any portion thereof shall have been taken by the exercise of the
power of entinent domain, and the Company receives net proceeds from insurance o any
condemnation award in connection therewith, the Company (unless it shajl have exercised its
option to prepay the Loan Payments in accordance with the terms of this Agreement), to the
extent required to comply with appixcabic laws and regulations with respect to the operations of
facilities of the Company served by the Project, shall promptly cause such net proceeds or an
amount equal thereto to be used to repair, rebuild or restore the portioa of the Project so
damaged, destroyed or taken with such changes, alterations and modifications {inciuding the
substitution and addition of other property) as may be necessary or desirable for the
administration and operation of the Project as a Qualified Facility and as shall not impair the
character or significance of the Project as furthering the purposes of the Act.

Scction 5.8.  Company to Majntain jt al _Existence; Conditions Under Which
Exceptions Permitted.  The Company agrecs that during the term of this Agreement 1t will
matntain its legal existence and will not seli its properties as an entirety or substantzaliy as an
cntirety or consolidate with or merge into another eatity or permit one or more other entities Lo
consolidale with or merge into it, uniess the successor corporation or transferee resulting from
any such consolidation, merger, sale or transfer shall assume all obligations of the Company
arising under or conlemplated by this Agreement, the Note and the Indenture, No further
consolidation, merger or sale or other transfer shall be made except in compliance with the
provisions of this paragraph.

Section 59.  Indemnification. The Company releases the Issuer from, agrees that the
Issuer shall not be liable for, and indemmifies the Issuer agmnst, ali habilitses, clams, costs and
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expenses imposed upon or asserted against the Issuer on account of: (a) any loss or damage to
property or injury to or death of or loss by any person that may be occasioned by any cause
whatsoever pertaining to the construction, maintenance, operation and use of the Project; (b) any
breach or default on the part of the Company in the performance of any covenant or agreernent
of the Company under this Agreement or any related document, or arising frorn any act or failure
1o act by the Company, or any of its agents, contractors, servants, employees or licensees; {c) the
authorization, issuance and sale of the Bonds, or the subsequent remarketin g or determination of
the interest rate or rates on the Bonds, the refunding of the Refunided Bonds, and the provision of
any information fumished in connection therewith concerning the Project, the refunding or the
Company (including, without limitation, any information furnished by the Company for
inclusion in any cerufications made by the Issuer under or pursuant to the B ond Resolution or for
inclusion in, or as a basis for preparation of, the information statement filed by the Issuer
pursuant to the Bond Resolution); and (d) any claim or action or proceeding with respect to the
matters set forth in (a), (b) and (c) above broughi thereon.

The Company agrees Lo indeminlfy the Trustee (hereinafier referred to in this section ns
an “indemnificd party”) for and to hold it harmless against all labilities, claims, costs and
expenses (including, subject ta the Company’s right to provide counse! as provided in this
Seclion, reasonable counsel fees and expenses) incurred without negligenee or willful
misconduct on the part of the indemnified party, on account of 2ny action taken or cimitted to be
taken by the indemnified party in accordance with the Lermis of this Agreement, the Bonds or Lhe
Indenture or any action taken at the request of or with the consent of the Company, including the
costs and expenses of the indemnified party in defending itself against any such claim, action or
proceeding brought ia connection with the exercise or performance of any of its powers or dutics
under this Agreement, the Bonds or the Indenture.

In case any aclion or proceeding Is brought against the Issuer or an indemnified party in
respect of which indemnity may be sought hereunder, the party secking indemnity prornpily shall
give nolice of that action or proceeding to the Company, and the Company upon receipt of that
nouce shatl have the obligation and the right Lo assume the defensc of the acuon or proceeding;
provided, that failure of a party to give that nouce shall not relieve the Company from aay of ils
obligations under this Seclion uniess that failure prejudices the defense of the action ur
pioceeding by the Company, At ils own expense, the Issuer or an indemnified party may employ
separtte counscl and participale in the defense; provided, however, where it is ethically
inappropriate for one firm to represent the interests of the Issuer and any other indemnified pany
or partics, the Company shall pay the Issuer's legal expenses in connection with the Issuer's
retention of separate counsel, The Company shall not be iisble for more than one scparate
counse! retained by the Issuer or for any settlement made without its consent.,

The indemnification set forth above is intended to and shall include the indemnificanion
of all affected members, officials, directors, officers and employees of the 1ssner and the Trustee,
respechively, That indemnifieavion is jntended 1o and shall be enforceable by the lssuer, and the
Trustee, respeclively, Lo the fult extent permitted by faw and shall survive the defeasance of the
Indenture pursuant to Article X thereof.

Section 5.10. Company Not to Adversely Affect Exclusion of [nterest on Bonds From
Gross_Income For Federal Income Tax Purposes The Company hereby covenams and
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represents that it has taken and caused or required to be taken and shall take and cause or requue
10 be taken all actions that may be required of il for the interest on the Bonds to be and remun
excluded from the gross Income of the Bondholders for federal income tax purposes, and that it
has not 1aken or permitted to be taken on its behalf, and covenants that it will not take, or permu
to be 1aken on its behalf, any action which, if taken, wouid adversely affect that exelusion under
the provisions of the Code,

Secrion 511, Use ject Facilities: Dispositioy ject The Issuer agrees that it
wiil not take any action, or cause any action to be raken on its behalf, to interfere with the
Company’s interest in the Project or to prevent the Company from having possession, custody,
use and enjoyment of the Project other than pursuant to Article VII of this Agreement or Anicle
VII of the Indenture. The Company agrees that it will not scll, transfer or otherwise dispose of
its interest in the Project except in accordance herewith,

Scction 5.12. Assignment by Company This Agreement may be assigned in whole or
in part by the Company only with the consent of the Issuer, subject, howevcer, to cach of the

following condibions:

{&)  No assignment shall relieve the Company from primary liability for any of
its ohligations hereunder, and in the event of any such assignment the Company shall conunue to
remain pnmarily hable for the payment of the Loan Payments and Additional Payments and for
performance and observance of the agreements on its part herein provided o be performed and
observed byt

(b)  Any assignmenl by the Company must retain for the Company such rights
and interests as will pernut 1t 1o perform its remaining obligations under this Agreement, and any
assignee from the Company shall assume the obligations of the Company hereunder to the extent
of the imerest assigned.

{c)  The Company shall, within 30 days after excculion thereof, fuinish or
cause to be furnished to the Issuer, the Letter of Credit Bank and the Trustee a true and complete
copy of cach such assignment together with any instrument of assumption,

(&)  Any assignment from the Company shall not matersally linpair fulfillment
of e Project Purposes to be accomplished by operation of the Project as herein provided

Section 5.13. Useof Proceeds, Specia venanis.

(a) QOualifying Costs. Neither the Issuer nor the Company caused any
pioceeds of the Bonds to be expended, except pursuant to the Refunded Bonds Indenture, the
Refunded Bonds Agreement, the Note, the Indenture and this Agreement. The Company did not
{i) requisition or otherwise allow payment out of proceeds of the Refunded Donds (A) if such
payment s to be used for the acquisilion (inciuding reimbursement therefor in comphance with
the Code) of any property (or an interest theremn) unjess the first use of such property is pursuant
to such acquisttion, provided that this clause (A) dud not apply (1) to any building (and the
equipment purchased as a part thereof, if any) if the “rehabilitation expenditures,” as defined in
Section 147(d) of the Code, with respect to the building equal or exceed 15% of the pottion of
the cost of acquiring the buildmg (including such equipment) financed with the proceeds of the
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Refunded Bonds, or {2) o any other structures other than & bwlding if the rehabilitation
expenditures with respect thereto equal 100% of the cost of acquiring such property financed
with the proceeds of the Refunded Bends; (B) if as a result of such payment, 25% or more of the
proceeds of the Refunded Bonds would be considered as having been used directly or indirectly
for the acquisition of land (or an interest therein); (C) if, as a result of such payment, less than
96% of the net proceeds of the Refunded Bonds, expended at the time of such acquisinon would
be considered as having been used for Qualified Project Costs as defined in the Refunded Bonds
Indenture, or {D) If such payment is used Lo pay issuance costs (including counsel fees and
placement or underwriting fees) of the Refunded Bonds in excess of an gmount equal to 2% of
the principal amount of the Refunded Bonds; (i} take or omit, or permit to be taken or omitted,
any other action with respeet to the use of such proceeds the taking or onussion of which has or
would result in the loss of the exclusion of interest on the Refunded Bonds or the Bonds from
gross income of the owners thercof for federal income tax purposes; or (i} take or omil, or
permit to be taken or omitted, any other action the taking or omnission of which has or would
cause the loss of such exelusion.

(b  Prohibited Uses. Wahout limuting the generality of the foregoing, the
lssuer and the Company did not and will not use the proceeds of the Refupded Bonds, or permit
such procecds to be used directly or Indirectly, for the acquisition of land (or an interest therein)
to be used for farming purposes, or to provide (i} any facility the primary purpose of which is
retau} food and beverage services, automobule sales or service or the provision of recreation or
entertpinment, (ii} any airplane, skybox or other privaie luxury box, any health ¢lub facility, any
facility primarily vsed for gambling, any store the principal business of which js the sale of
alcoholic beverages for consumption off premises, any private or commnercial golf course,
country club, massage parlor, teanis club, skating facility (including roller skating, skateboard
and fce skating}, racquet sports facility (including any hand ball or racquetball court), hot tub
facility, suntan facility, or race track, or (ui) single or mulli-family residences.

(c) Lapd No portion of the Refunded Bond proceeds was used durectly or
indirectly for the acquisnion of land or any interest therein to be used for the purpese of fainung
and less than 25% of the Bond procecds are or will be used directly or indirectly for the
acquisition of land to be used for purposes other than farming

&) Commencement of Construction; First Users. The Cempany hercby
represents that the Company did not requisttion ary amounts from the proceeds of the Refunded
Bonds to pay costs incurred before the date of issuance of the Refunded Bonds and paid more
than 60 days prior to the date the Issuer adopted an “official intent” within the menning of
Treasury Regulations Section 1.150-2, No person, firm or corporation who was a “substlantial
user” of the Proiect (as defined in Section 147(a) of the Code) or a "related person” (as defined
in Section 144(a)(3) of the Code) before the date of 1ssuance of the Bonds and who was or will
be a “substantial user” of the Project or a “related person™ following its being placed in service,
lias received or will receive, directly or indirectly, any proceeds from the 1ssuance and sale of the

Bonds
(¢)  Economic Life of Preiect. The Compuny herchy repiesents thnt the

weighted average maturity of the Bonds does not excecd 120% of the “‘average reasomably
expected cconomic life" of the components comprising the Project, determined pursuant to
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Section 147(b) of the Code. The Company agrees that ot will not make any changes in the
Project which would, al the time made, cause 120% of the “average reasonably expected
economic life” of the components of the Project, determined pursuant to Section 147(b) of the
Code, to be less than the "weighted average maturity” of the Bonds

N Certificate_of Information; Internal Revenue Service Form £038. The

Company hereby represents that the information contained herein and in the Company’s Tax
Centificate delivered in connection with the issuance of the Bonds with respect to the compliance
will the requirements of Section 103 and Sectiens 141 through 150 of the Code, including the
information 1n Internal Revenue Service Form 8038 (excluding the issue number and the
employer identification number of the Issuer) filed by the Issuer with respect 1o the Bonds and
the Project, is true and correct in all materin respecls.

& 14 ited Stat ericn or It encies  The Company has not
permitted and shali not permit the Project to be used or oceupied other than as a member of the
general public in any manner for compensation by the United Siates of Americs or an agency or
instrumentality thercof, Including any entity with statutory authority to borrow from the United
States of America (in any case within the meaning of Section 14%(b) of the Code) unless, with
respect to eny future use of the Project, the Company shall deliver to the Trustee a Favorable
Opinion,

(k)  Dther Bonds. Except as specificaliy pravided for in the Tax Certificate
detivered by the Company in conneetion with the issuance of the Bonds, the Company agrees
that during the period commeneing 15 days before the date of the issuance of the Bonds aml
ending 15 days after the issuance date, there shal] be issucd no “private activity bonds,” as
defined in Section 141 of the Code, which are guaranteed or otherwise secured by payments 1o
be made by the Company or any "related person™ (or group of “related persons™) unless the
Compaony shall deliver to the Trustee a Favorable Opinion in connection wrth the 1ssuance of
such "private activity bonds.” The Cornpany represents that except for the Company or any
“related person™ (or group of “related persons”), no person has (i) guaranteed, arranged,
panticipeted in, essisted with or paid any portion of the cost of the issuance of, the Bonds, and (ii)
provided any properly or any franchise, trademark or trade name (within the meaning of Section
1253 of the Code) which is 10 be used in connection with the Project.

(i) ohid Waste Disposa jlities. Not less than 96% of the nel proceeds of
the Bonds (conststing of the face amount of the Bonds less any original issue discount plus any
original issue premium, but including issuance costs) was used to provide (a) facilities that will
be used solely for the collection, storage, treatment, utilization, processing or final disposal of
solid waste, or (b) fand, buildings or other property that is functionally related or subordinate to

such a property.

{}] vepant_to Maintain : tion. The Issuer and the Company
hereby covenant and agree on their own behalf that they shatl not take any aclion, cause any
action to be taken, omil 1o take any action or cause any omission to occur which would eause the
interest on the Bonds 1o become Includable in the gross income of the recipients thereof for
purposes of federal income taxation,
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Section 5.14. Continuing_Dis¢losure. The Bonds are exempt from the contimung
disclosure requirements of Section (b}(5) of Rule 15c2-12 (the “Rule”} adopted by the Seewities
and Exchange Commission under the Securities Exchange Act of 1934, as amended, during the
Daily Rate, the Weekly Rate and the Commercial Paper Rate. If the Bands are converted to the
Auction Mode Rate or the Long-Term Interest Rate or upen a change of the Securities and
Exchange Commission Regulations requiring continuing disclosure, the Bonds may become
subject to the continuing disclosure requirements of the Rule. In such event, the Company
ngrees Lo enter into a continuing disclosure agreement with the Trustee, in form satisfactory to
bond counsel, the Remarketing Agent's counsel and the Trustee’s counsel. The Company
hereby covenants and agrees that it will comply with and carry out all of the provisions of such
continuing disclosure agreemant, as amended from time to time, apphicable to it. The Company
also understands and agrees ihat the Issuer shall have no hability with respect 1o any reports,
notices or disclasures required by or provided pursuant to 1his Section 5.14. Notwithstanding
any other provision of this Agreement, failure of the Company to comply with such continuing
disclosure agreement shall not be considered & defoult or an Event of Default under 3his
Agrcemem and the rights and remedics provided by this Agreement upon the occurrence of an
Eveat of Default shall not apply to any such failure, but the continuing disclosure agreement may
be enforced only as provided therein

{End of Article V)

-19-



KPSC Casa No. 2013-00410
Attomey General's First Set of Data Requests
Dated December 20, 2013

Item No 4
Allachrnent 1
Page 24 of 38
ARTICLE V!
REDEMPTION
Section 6 1. Optional Redemption. Provided no Event of Default shall have occurred

and he subslsting, at any time and from time to time, the Company may deliver or cause the
delivery of moneys to the Trustee in addition to Loan Payments or Additonal Payments rcquired
to be made and direct the Trustee to use the moneys so delivered for the purpose of calling
Bonds for optional redemplion in accordance with the applicable provisions of the Indenture
providing for optional redemption at the redemption price or prices stated in the Indenture. From
time to fime, the Company shall deliver or cause the delivery of moneys to the Trustee and direct
the Trustee to use the moneys 50 delivered for the purpose of calling Bonds for optional
redemption in accordance with the provisions of the Indenture providing for optiongl redemption
at the redemption price or prices stated in the Indenture. Fending spplicetion for those purposes,
any moneys 5o delivered shall be held by the Trustee in a separate account in the Bond Fund and
delivery of those moneys shall not, except as Set forth in Scetion 4.1 hereof, operate to abate or
postpene Loan Payments or Additional Payments otherwise becoming due or to alter or suspend
any other obligations of the Company under this Agreement,

Section 62,  Extraordinary Optionat Redemption The Company shall have, subject to
the conditions hereinafier imposed, the option to direct the redemption of Bonds in whole o1 in
part in accordance with the applicable provisions of the Indenture upon the occurrence of any of
the following eveats:

(3)  The Project or the Plant shall have been damaged or destroyed 1o such an
extent that the Company deems it not practical or desirable to rebuild, repair or restore the
Project or the Plant, as the case may be.

(b)  Thtle to, or the temporary use of, all or a significant part of the Project or
the Plant shall have been taken under the exercise of the power of eminent domain se as lo
render the Project unsatisfactory to the Company for its intended purpose.

(c)  Asaresultof any changes in the Constitution of the State, the Constitution
of the United States of America or any slate or federal laws or as a result of legislative or
sdministrative action (whether state or federal) or by fingl decree, judgment or order of any court
or administrative body (whether state or federai) entered after any contest thereof by the issucror
the Company in good faith, this Agreement shail have become void or unenforccable or
impossibie of performance in accordance with the intent and purpose of the parties as expressed
1n this Agreement,

{d) Unrcasonable burdens or excessive lisbilines shall have been imposed
upon the Iysuer or the Company with respect to the Project or the Plent or the operation thercol,
including, without limitation, the imposition of federal, state or other ad valorem, propenty,
income or other taxes not being imposed on the date of this Agreement

{© Changes in the economic availability of raw materials, operating supphies,
energy sources of supplies or facilities (includmg, but not limited to, facilizes in connection with
the disposal of industrial wastes) necessary for the operation of the Project or the Plant occur or
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technological or other changes occur which in the Company’s reasonable judgment render the
Projcct or the Plant uneconemic or obsolete.

43)] Any court or admunistrauve body shall entwer a judgment, order or decree,
or shall take administralive action, requiring the Company to cease all or any substantial part of
s operations served by the Project or the Plant to such extent that the Company is or will be
prevented fiom carrying on its normal operations at the Project or the Plant for a period of si¥
consecutive months,

(#)  The terminauon by the Compnny of operations at the Plant.

The amount payable by the Company in the event of its exereise of the option granted in
this Section shall be the sum of the following:

(3] An amount of moncy which, when added to the moneys and
investments held 1o the credit of the Bond Fund, will be sufficient pursuant to the provisions of
the Indenture to pay the redemption price of 100% of the principal amount thereof plus accrued
interest to the redemption date and discharge all Bonds to be redeemed on the earliest apphcable
redempuion date, that amount to be paid to the Trustee, plus

(i)  Anamount of money cqual 1o the Additional Payments relating to
those Bonds accrued and to accrue unti! actual final payment and redemption of those Bonds,
that amount or applicable portions thereof to be paid to the Trustee or to the Persons to whom
those Additlonal Payments are or will be due.

The requirement of (i1} above with respect to Additional Paymenls to accrue may be met if
provisions satisfaciory to the Persons to whom those Additional Payments are or will be duc aie
made with such Persons for paying those amounts as they accrue,

The rights and options granted to the Company in this Section may be exercised whether
or not the Company is in default hereunder; provided, that such default will not relicve the
Company from performing those actions which are accessary to exercise any such right or option
granted hereunder

Section 6.3, Redempting The Company shall deliver lo the Trustee, or cause to be
delivered, as Loan Payments, the moneys needed to redeem the Boads in accordance with the
redemption provisions relaling thereto as set forth in Section 3 01 of the Indenture, and also uny
amounts required to be provided in prepayment of the Loan Payments as required by Sections
6.1 and 6.2 hereol.

Scction 6.4.  Notice of Redemption. In order to exercise an option granted in Seclion
6 1 or 6.2 hercof, the Company shall (within the time period set forth in the Indentuie for the
‘Trustee to pive notice of optional redemption to the Bondholders with respect to redemption
pursuant to Section 6.1 hereof, or within 180 days lollowing the event authorizing the exercise of
such option under subparagraph (a), (b), (f} or (g} of Section 6.2 hereof, or at any ume dunng the
comtinvation of the condition referred to in subparagraph (c), (d) or (¢} of Sesction 6.2 hereol), at
lenst 45 calendar days prior to the proposed redemption date (uniess the Trustee shal] agree to a
shorter period), give written notice to the Tssuer and the Trustee that it is exercising 11s opuon
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direct the redemption of Bonds and shall specify therein the date on which such redemption is to
be made, which date shall be not more than 180 days (or such lesser period as may otherwise be
required hereby) from the date such notice is mailed. The Company shall make arrangements
satisfactory to the Trustee for the giving of the potices of redenption required under Section 3 05
of the Indcnture, in which arrangements the Tssuer shall cooperate.,

Section 6.5, Actibns by Jssuer. Al the request of the Company or the Trustee, the
1ssuer shall take all reasonable steps required of it under the applicable provisions of :he
Indenture or the Bonds to effect the redemption of all or a portion of the Bonds pursuant to this
Article VL

Seciion 6 6.  Concurrent Discharging of Note. In the event any of the Bonds shall be

paid and discharged, or deemed to be paid and discharged, pursuaat to any provisions of Lhis
Agreement and the Indenture, so that such Bonds are not thereafier outstanding within the
meaning of the Indenture, a ke principal amount of the Note shall be deemed fully pad fur
purposes of this Agreement and to such extent the obligations of the Company hereunder shall be
deemed terminated.

(End of Articlc VI
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ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES

Section 7.1.  Events of Default. Each of the following shall be an Event of Default:

(a)  The fajlure to pay any Loan Payment, or pay any payment required under
Secnion 4.8 hereof or any payment required to be made to the Umited States Government, when

due:

(b) The occusrence of an “Event of Default” as defined in Section 7 01(a), (b)
or (¢) of the Indenture;

{¢)  The Company sha)) fai! to observe and perform any other agreement, term
or condition contained in this Agreement, othet than such failure as will have resulted in an cvent
of default described in (a) or (b) above and the continuation of that failure for a period of 90 days
after notice thereof shall have been given to the Company by the Issucr or the Trustee, or for
such tonger period as the Issuer and the Trustee rnay agree to in wriling; provided, that [ailure
shall not constitute an Event of Default so long as the Company institutes curative action within
the applicable period and diligently pursues that action to completion;

(d)  If any representation or warranty vnder this Agreerment shall not have
been true in all material respects when made;

(¢) The Company shall commence a voluntary ease or other proceeding
sceking liquidation, reorganization, or other retief with respect to itself or its debts under any
bankrupicy, insolvency, or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian, or other similar officia! of it or any
substantial part of its property, or shalt consent to any such relief or to the appointment of or
taking possession by any such official in an involuntary case or other proceeding cornmienced
against it, or shall make a general assignment for the benefit of creditors, or shal! fail gencially o
pay ils debts as they become due, or shall take any corporate aclion lo authorize any of the
foregoing; and

(N An involuntary case or other proceeding shall be commenced against the
Company seeking hiquidation, reorganization, or other reliel with respect Lo it or ity debts under
any bankruptcy, insolvency, or other similar law now or hereafter in effect or seeking the
appointment of a trustee, reeeiver, liquidator, custodian, or other similar official of il or any
subslantiol part of lts property, and such involuntary case or other proceeding shalt rernain
undismissed and unstayed for a period of sixty (60) days

Notwithistanding the foregoing, if, by reason of Force Majeure, the Company is unable 10
perform or observe any agreement, lerm or condiion hereof which would give rise lo an Event
of Defaull under subsection (c) hereof, the Company shall not be deemed in defaull under that
subsection during the continuance of such inability. [lowever, the Company shall promptly pive
notice to the Trustee, the Leuer of Credit Bank and the Issuer of the existence of an cvent of
Force Majeure and shali use its best efforts to remove Lhe effects thereof; provided that the
scitlement of strikes or other industrial disturbances shall be entirely wilhin its discretion,
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The term Force Majeure shali mean the following:

)] acts of God; strikes, lockouts or other industrial disturbances; acts
of public enemies; orders or restraints of any kind of the government of the United States of
Amenca or of the State or any of their departments, ugencies, political subdivisions or otficials,
or any civil or military authonty; insurrections, civil disturbances, riots; epidemics; landslides;
lightning; earthquakes;, nuclear accidents; fires; hurricanes; tomados; storms; droughts; Roods;
arrests; restraint of govemment and people; explosions; breakage, nuclear aceidents o other
malfunction or accident 1o factlittes, machinery, transmission pipes or canals; partial or entire
falure of a utility serving the Project or the Plant; shortages of labor, matenals, supphes or
transportatron; or

(i) any cause, circumstance or event not reasonably withia the contiol
of the Company

The exercise of remedies hereunder shall be subject to any applicable himitations of
federal bankrupicy law affecting or precluding that exercise during the pendency of or
imnediately following any bankruptcy, liquidation or reorganization proceedings.

Section 7.2. Remedies on Default, Whenever an Event of Default shall have happened
and be subsisting, either or both of the following remedial steps may be taken:

{(a) The Issuer or the Trustee may have access to, inspect, examine and nahe
copies of the books, records, accounts and financial data of the Company, only, howcever, insofar
as they pertain to the Project; or

(b)  The Issuer or the Trustee may pursue all remedies now or hereafler
existing at law or in equity 1o recover all amounts, including all Loan Payments and Additional
Payments, then due and thereafter to become due under this Agreement and the Note, or to
enforce the performance and observance of any other obhigation or agreement of the Company
under those instruments.

In addition, whenever an Event of Default under Section 7.0] of the Indenture shall have
occurred and, as a result thereof, the principal of and any premium on all Bonds then outstanding
and mterest acerved therson shall have been declared to be immediately due and payable
pursuant to Section 7.02 of the Indenture, the unpaid Loan Payments shall be due and payuhle on
the date on which the Bond Service Charges on the Bonds shall have been declared due und
payable.

Notwithstanding the foregoing, the Issuer shall not be obligated (o lake any step which in
its opinion will or might cause 1 to expend time or money or otherwise incur ltability unless and
unnl & satisfactory indcmnity bond has been furnished to the Issuer at no cost or expense Lo the
Issuer. Any amounts collected as Loan Payments or applicable to Loan Payments and any other
amounts which would be npplicable to payment of Bond Service Charges collected pursuant to
nction taken under this Section shall be paid into the Bond Tund and apphed in acenrdance with
the provisions of the Indenture or, if the outstanding Bonds have been paid and discharged n
accordance with the provisions of the Indenture, shall be paid as provided in Section 4 01 of the
Indentuge for transfers of remaining amounts tn the Bond Fund.
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The provisions of this Section 7.2 arc subject 1o the further limitations that (1} the
rescission and annuiment by the Trustee of i1s declaration that all of the Bonds are immediately
due and payable also shall constitute a rescission and annulment of any comesponding
peceleration pursuant 1o this Section 7.2 and a rescission and annulment of the consequences of
that acceleration and of the Event of Default with respect to which that acceleration has been
made, provided that no sueh reseission and annulment shall extend to or affect any subsequent or
other default or impair any right consequent thereon and (ii) so long as the Letter of Credit is in
full force and effect and the Letter of Credit Bank has not wrongfully dishonored a drawing
under the Letter of Credit (or wrongfully repudiated the Letter of Credit), the exercise of
remedies hereunder with respect to Events of Default (except Events of Default resulting from
failures of the Company relating 1o the Unassigned Issuer's Rights), and any waivers of Events
of Default shall be at the direction or with the written consent of the Letter of Credit Bank,

Section 7.3. No Remedy Exclusive. No remedy conferred upon or reserved to the
Issuer or the Trustée by this Agreement is intended to be exclusive of any other availahle remedy
or remedies, but each and every such remedy shall be cumulative aad shall be in addition to
every other remedy given under this Agreemeni, or now or herenfier existing at law, in equity o
by statute. No delay or omission to exercise any right or power necruing upon any defauli shall
impair that right or power or shall be construed to be a waiver thereof, but any sueh right or
power may be exercised from time to time and as often as may be deemed expedient. In order to
entitle the Issuer or the Trusiee 1o excrcise any remedy reserved 1o it in this Arnticle, it shall not
be neeessary to give any nolice, other than any notice required by faw or for which express
provision is made herein,

Section 7.4.  Agpreement to Pay Attorpeys’ Fees and Expenses. If an Event of Default

should ocenr and the Issuer or the Trustee should incur expenses, inciuding altorneys' fees, in
connection with (he enforcement of this Agreement or the collection of sums duc hereunder, the
Company shall be required, to the extent permitted by law, to reimburse the Issuer and the
Trustee, as applicable, for the expenses so incurred upon demaad.

Section 7.5.  No Waiver. No failure by the Issuer or the Trustee to insist upon the stnet
performance by the Company of any provision hereof shall consitute a waiver of their right to
strict performance and no express waiver shall be deemed to apply to any other existing or
subsequent right to remedy the failure by the Company to observe or comply with any provision
hereof,

Section 76.  Notice of Default  The Company shall notify the Trustee and the Letier of
Credit Bank Immediately if it becomes aware of the oceurrence of any Event of Default
hereunder or of any face, condilion or event which, with the giving of notice or passage of time
or both, would become an Event of Default,

(End of Article VII)
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ARTICLE VIl
MISCELLANEOUS

Section 8.1.  Term of Agreement. This Agreement shall be and remain in full force and
effect from the date of delivery of the Bonds to the Original Purchaser until such time as all of
the Bonds shall have been fully paid {or provision made for such payment) pursuant to the
Indenture and all other sums payable by the Company under this Agreement shall have been
paid

Seciion 8.2.  Moneys Remaining jn Funds. Any moneys which shall be set aside by the
Truslee or deposited with the Trustee and which shall remain unclaimed by the holders of Bonds
for a period of six years after the due date thereof {whether at stated maturity, by redempiion,
upon scecleration or otherwise), at the option of the Company, shall be deemed 10 belong to and
shall be paid, subject 1o Section 4 04 of the Indentute, at the writien request of the Company, to
the Company by the Trustee and thereafler the holders of the Bonds entitled to those moncys
shall look solely to the Company for the payment of those moneys and then only to the exient of
the amount so reccived without any interest thereon, and the Trustee and the Issuer shall have no
responsibility with respect 1o such moncys. In the absence of any such written request, the
Trustee shall from Lime to time dehiver such unclaimed funds 10 or as directed by pertinem
escheat authority, as {dentified by the Trustee in its sole discretion, pursuent to and In accordance
with applicoble unclaimed property laws, rules or regulations. Any such delivery shall be in
accordance with the customary practices and procedures of the Trustee and the cscheat authoruy.

Further, any other amounts remaining in the Bond Fund and any other special funds or
accounts crealed under thus Agreement or the Indenture after all of the Bonds shall be deemed to
have been paid and discharged under the provisions of the Indenture and all other amouats
required to be paid under this Agreement and the Indenture have been paid, so lung as no
amounts are owed to the Letter of Credit Bank uader the Credit Agreement, shall be paid 10 the
Company to the extent that those moneys are in excess of the amounls nccessary to effect such
paymeat and discharge.

Section 83.  Notices. All notices, cenificates, requests or other communications
hereunder shall be in writing except as provided herein, and shall be deemed to be sufficicruly
given when mailed by first class mail, postage prepaid, and addressed to the appropriate Notice
Address. Any nolices required hereunder to be given in writing may be given by telex, telecopy
or other similar means of facsimule or electronic transmission, A duphicate copy of each nolice,
certificate, request or other communication required to be given hercunder te the Issuer, the
Company, the Trusiee, the Remarketing Agent or the Letter of Credit Bank shall also be given to
the others. The Company, the Issuer, the Remarketing Agenl, the Leuter of Credit Bank and the
Truslee, by notice given hereunder, may designate any further or different addresses to which
suhsequent nolice s, certificates, requests or other communications shall be sent.

Scction 8.4.  Extent of Covenants of the Issuer; No Personal Linbilty. All covenants,

obligations and agrecments of the Issuer contaned in this Agreement or the Indenture shall be
effective 1o the extent authorized and permined by apphcable law. No such covenant, obliganon
or agreement shall be deemed to be 8 covenant, obligalion or agreement of any present or fulurc
member, officer, ageat or employee of the Issuer in other than his official capaeity, and neither

<26 -
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the members of the Issuer nor eny official executing the Bonds shall be linble personaily on the
Bonds or be subject to any personal liability or accountability by reason of the issvance thereof
or by reason of the covenants, obligations or agreements of the Issuer contained In this
Agreement or in the Indenture,

Section 8.5. DBinding Effcet. This Agreement shall inure to the benefit of and shali be
binding in accordance with its terms upon the Issuer, the Company and their respective permittecl
successors and assigns provided that this Agreement may not be assigned by the Cnmpany
(except as permitted under Anticle V hereof) and may not be assigned by the Issuer except to (3)
the Trustee pursuant to the Indeature or as otherwise may be necessary to enforce or secure
payment of Bond Service Charges or (1) any successor public body to the Issuer.

Scetion 8.6,  Amendments and Supplements. Except as otherwise expressly provided

in this Agreement or the Indenture, subsequent 1o the issuance of the Bonds and prior to all
condstions provided for in the Indenture for release of the Indenture having been met, this
Agreement and the Note may not be effectively amended, changed, modificd, alicred or
terminated by the parties hereto except with the consents required by, and in accordance with,
the provisions of Article IX of the Indenture, as applicable.

Secien 8.7. [RESERVED),

Section 8.8.  Execution Counterparts. This Agreement may be executed in any number
of counterparts, each of which shall be regarded as an original and all of which shall constitute
but one and the same instrument.

Section B9. Severabihty. If any provision of this Agreement, or any covenant,
obligation or agrecment contained herein s determined by o judicial or administrative authonty
to be invalid or unenforceable, that determination shall not affect any other provision, covenant,
obligntion or agreement, each of which shatl be construed and enforced as tf the invalid or
unenforceable portion were not contained hercin. That invalidity or unenforceabihity shall not
affect any valid and enforceable apphcation Ihereof, and each such provision, covenant,
obligation or agreemenl shall be deemed to be effective, operative, made, entzred into or taken in
the manncr and to the full extent permitted by law.

Section 8.10. Goveming Law This Agreement shall be deemed to be a contract made
under the taws of the State and for all purposes shal! be governed by and construed in accordance

with the laws of the State.

(End of Article VI
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IN WITNESS WIHEREOF, the Issuer and the Company have caused this Agreement
to be duly executed and delivered in their respective names, alt as of the date heresnbefore
written,

WEST VIRGINIA ECONOMIC
DEVELOPMENT AUTHORITY

Chdirman

OHIO POWER COMPANY

By:

Title:

-28 -
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IN WITNESS WHEREOQF, the Issuer and the Company have caused this Agreement
1o be duly executed and delivered In their respective names, alt as of the date hercinbefore

wrilten.

WEST VIRGINIA ECONOMIC
DEVELOPMENT AUTHORITY

By:
Charman

OHIO POWER COMPANY

o ] P C‘
By: \‘\“B'—}‘\ﬁ“‘ﬁ e T

A¥fitant Treasurer

[Signature Page 10 Loan Agreement]
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EXHIBIT A
Description of the Project

The Project is comprised of that portion of the Company's fluc gas desulfurization
systemn (the “FDG Syslem™) located at the Company's Muchell Power Plant {the “Planmt™) that
constilutes solid wasie disposa] facilities or facilitics functionally related and subordinale thercio
A diagram of the FDG Syslem {s altached as Atlachment 1 to this Exhibit B. The portion in (he
box identified as the “Solid Waste Disposal Facility” is generally the portion of the FDG Systcm
that is included ia the Project. The major components of the Project are the Absorber Reaction
Tanks and the Wasle Reagent Processing Area.

Absorber Reaction Tank Sectlon

There are twa (2) absorber reaction tanks, The absorber reaclion tanks provide
approximately fifteen (15) hours of solids relention time per absorber. The absorber reaction
lanks are equipped with drain lines and valves to empty the tanks during maintenance peiiods,

Lach absorber reaclion tank is equipped with cight (8) side entry agitators thal provide
the required mixing and suspension of solids in the tank. Six (6} of the agttators have oxidaiion
air lines located in front of the impeller for the purpose of air distsbution and oxidation of the
wasle reagenl. The other two agitators are required for solids suspension,

An oxidation air blower systcal, comprised of three (3) oxidation atr blowers, provides
the oxidation air to each absoiber reaction lank, Oxidation forces the waste reagent, calcium
sulfile, formed by the sulfur dioxide removal process, to be oxidized into calcium sulfate. The
oxidation air blowers supply the air for oxidiziag the waste reagent.

Waste Reapent Processing Aren

The wasle reagent processing area receives wasle reagent from Lhe absorber area and
processes il into a form that can be recycled into wall board.

The waste reagent processiag ares includes the primary dewniering system, blowdown
system, secondary dewatening sysiem (vacuum filters) and reclaim water sysiem

Waste reagem bled from Lhe absorber reaction tanks is fed to the primary dewatering
system by one of two (2) 100% capacily abscrber bleed pumps (per absorber). The absoiber
blecd pumps feed the bleed stream to two (2) dewatering hydrocione feed tanks. The
consolidated bleed streams in the dewaering hydroclone feed tanks are then pumped 1o the
dewalering hydroclones by three (3) dewatering hydroclone feed pumps. The purpose of the
hydroclanes is 10 concentrate the solids in the waste reagent siream. The underflow sueam from
each dewntering hydroclone flows by gravity to the secondary dewatering systems. ‘The
overflow stremns are directed to two (2) hydroclone overflow head tanks and overflow through
the hydroclone head tanks Lo the reclaim water tanks by gravity.,

The dewalering hydroclone overfiow, which contains chlorides and fines, is purged from
the system by 1wo (2) 100% capacity blowdown pumps. The blowdown pumps lake suction
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from the hydroclone overflow head tanks and discharge to the Plant’s bottom and pond, This
blowdown stream is used to maintain the required chlonde and fines concentration in the system
The blowdown system is necessitated by the need to limit chlorine and fines content associated
with the recycling of the waste reagent into marketable gypsum

From the dewatering hydroclone underflow, the waste reagent flows by gravity to two (2)
of three {3) 50% capacity vacuum filter head boxes for the dissipation of energy from the long
gravity feed line from the hydroclones, It is then directed to the vacuum filters for further
dewatering, The waste reagent is dewatered 10 90% solids and then washed to produce usenhle
gypsum. The gypsum reclaim and transfer facilities and equipment and essociated conveyors
and handhng equipment are NOT part of the solid waste disposal facilhties.

The overflow from the hydroclone head tanks and the filtrate from the vacuum filters is
collected in two (2) reclaim water tanks, Two (2) 100% capacity reclaim water pumps recyele
the coliected water back 10 the absorber reaction tanks to mantain absorber inventory balanee

One dewatering area sump, two (2) 100% capacity sump pumps, and one (1) agitator aie
provided, The dewatering arca sump collects all drains within the waste reagent processing
island, The dewalering arca sump pumps discharge (o the dewaiering hydroclone feed tanks.

In addition 10 the equipment and components described ahove, the waste reagent
processing area includes funetionally related mechanical and electrical auxiliaries,
instrumentation and controis, structures and foundations, and site preparation,
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EXUIBITB
FORM OF NOTE

This Series 2008A Note has not been registered under
the Securities Act of 1933, Its transferability is
restrieted by the Indenture and the
Agreement referred to herein.

Otio Power Company

Ohio Power Company, an Ohio corporation (the “Company™), for value received.
promises to pay to The Bank of New York Trust Company, N A., as Trustee (the “Trustee™),
under the Indenture hereinafter referred to, the principal sum of $65,000,000 In installments, as
provided herein, and to pay interest on the unpaid balance of the principal sum hereof fiom the
date hereof at the rate or rates of interest borne by the Bonds ¢herelnafier defined) from time to
time, uniii the payment of the principal sum has been made or provided for,

This Note is issucd pursuant to the Loan Agreement dated as of June 1, 2008 (the
“Agreement”), between the West Virginia Ceonomic Development Authority (the “Issucr”) and
the Company pursuant to which the Issuer has loaned to the Company procecds received from
the sale of the $65,000,000 aggre gate principal amount of West Virginia Economic Development
Authority Solid Waste Disposal Fucilities Revenue Refunding Bonds (Ohio Power Company -
Mitchell Project), Series 2008A (the “Bonds™), issued to refund the West Virginia Economic
Development Authority Solid Waste Disposal Facilities Revenue Bonds (Ohio Power Company -
Mnchell Project), Series 2006A, by the Issuer or a county commission of a county in the State,
This Note evidences the Company's abligation to muke Loan Payments, ns defined in the
Agreement, required to pay the principal of, premium, if any, and interest on the Bonds as and
when due end Is entitled to the benefits end subject to the provisions of the Agreement. In
addition, the Company is obhigated to pay the Purchase Price (as defined in the Agreement) with
respect to the Bonds. The Bonds have been issued concurrently with the execution and dehvery
of this Note pursuant to, and are secured by, an Indenture of Trust dated as of the same date as
the Agreement (Lhe “Indenture™) between the Issuer and the Truslee,

Each of the Bonds bears imterest from its date at the rate or rates de termined from time lo
tume as Auction Mode Rates, Commercial Paper Rates, Daily Rates, Long-Term Interest Rates
and Weekly Rates, and, under certain circumstances, Allemnate Ralcs, payable on the Interest
Payment Dates, all as defined and deseribed in the Indenwre. The Bonds mature on Apnl [,
2036, subjeet in each case 1o prior optional redemption and extraordinary optional redemption in
nccortlance with the Indemure. This Note shall be due and paynble in lastallments in the
amounts and on the dates that maturity and redemption of the Bonds is requited to oceur unde
the Agreement and the Indenwre. This Note is subject to mandatory and optional prepayment in
the manner, at the prices and to the extent provided in Anticle VI of the Agreement for the
purpose of redemption of the Bonds.

To provide funds to pay the principal of, premium, if any, and interest on the Bonds as
and when due, and in satisfaction of its obhigations to make Loan Payments hereunder and under

B-l



KPSC Casa No 2013-00410

Allomey General's First Set of Data Requests
Dated December 20, 2013

ltem No 4

Attachment 1

Page 37 of 38

the Agreement, the Company shall make Loan Payments on each Loan Payment Date (defined in
the Agreement) in amounts equal 1o the amounts payable as Bond Serviee Charges (defined in
the Agreement) on the Bonds on such dates,

All payments made under this Note shall be in lawful money of the United States of
America and shall be made to the Trustee at its designated corporate trust affice and depossted 1n
the Bond Fund created by the Indenture. Except as otherwise provided in the Indenture and the
Agreement, such payments shall be used by the Trustee to pay the Bond Service Charges on the
Bonds as and when due.

Whenever payment or provision therefor has been made in respect of the Bond Service
Charges on all or any portion of the Bonds in accordance with the Indenture, this Note shall be
decmed paid to the exient such payment or provision therefor has been made. 1f all of the Bonds
are thereby deemed paid in full, this Note shall be cancelled and returned to the Company
Pursuant to the Agreement, the Company shall receive a credit ngainst its obligation to mihe
payments hereunder to the extent of moneys avmlable in the Bond TFund, created by the
Indenture, for payment of Bond Service Charges on the Bonds Subject to the foregoung, all
payments shall be in the full amouni required under this Note and the ohligation of the Company
to make the Loan Payments shall be absolute and uncondiional as provided in the Agreement

Whenever an Event of Default under Section 7 01 of the Indenture shall have occurred
and, as a result thereof, the principal of and any premium oa alt Boads then ouwstanding and
interest accrued thereon shall have been declared to be immediately due and payable pursuant to
Section 7.02 of the Indenture, the unpaid principal amount of and any premium and accrued
interest on this Note shall be due and payable on the date on which the principal of and premium
and interest on the Bonds shall have been declared due and payable; provided that the annulment
of a declaration of acceleration with respeet 10 the Boads shall also constitute an aanulment of
any corresponding declaration with respect 1o this Note,

IN WITNESS WIIEREQOF, the Company has caused this Note to be duly executed nnd
dehvered in [ts name on June 5, 2008,

Ol1IQ0 POWER COMPANY

By:
Title:

B-2
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ASSIGNMENT

The West Virginia Economic Devejopment Authority (the “Issuer™) hercby irrevocably
assigns, wilhout recourse, the foregoing Note 10 The Bank of New Yotk Trust Company, N A.
wnder an Indenture of Trust dated as of June 1, 2008 (the “Indenture™), beiween the Issuer and
the Trustee and hereby dirccts Ohio Power Company (the “Company™), as the maker of the Nole,
to make all payments of principal of and imcrest thercon durecily to the Trustee at its office as
provided in the Indenture, or al such other place as the Trustee may direct in writing  Such
assignment Is made as sccurity for the pnyment of the Issuer's $65,000,000 West Virginia
Economic Development Authority Solid Waste Disposal Facibues Revenue Refunding Bonds
(Ohio Power Company - Mitchell Project). Series 2008 A, issued pursuant to the Indenture,

WEST VIRGINIA ECONOMIC DEVELOPMENT
AUTHORITY

By

Chairman

B-3
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PROMISSORY NOTE

This Series 2008 A Note has not been registered under
the Securities Act of 1933, Its transferability is
restricted by the Indenture and the
Agreement referred to herem

OHIO POWER COMPANY

Ohio Power Company, an Ohio ‘corporation (the "Company) for value” received, ;
promises to pay to The Bank of New.York Trust Company, N.A., as Trustee (the “Trustee™), -
under the Indenture hereinafter referred to, the principal sum of $65,000,000 in installments, as

rincipal sum hereof from the

provided herein, and to pay interest on the unpaid balance of t
inafter defined).from time to

date hereof at the rate or rates of interest borne by the Bonds (
time, until the payment of the principal sum has been made

This Note is issued pusrsuant to the Loan A
“Agreement”), between the West Virginia Economic
the Company pursuant to which the Issuer has loane
the sale of the $65,000,000 aggregate principal a

pment Authority (the “Issuer“) and
pany proceéds received from

" Mitchell Project), Series 2008A (the .“Bongds>
Development Authority Solid Waste Dispos:
Mitchell Project), Series 2006A, by th
This Note evidences the Company’
Agreement, required to pay the prigcipal
enefits and /subject to the provisions of the Agreement. In
addition, the Company is obligafed to papthe Purchase Price (as defined in the Agreement) with
n issued concurrently with the execution and delivery
d by, an Indenture of Trust dated as of the same datc as
) between the Issuer and the Trustee,

es Revenue Bonds (Ohio Power Company -
ounty commission of a ‘county in the State.

J Rates, Commercial Paper Rates, Daily Rates, Long-Term 1r;fercs't Rates
onid, under certain circumstances, Alternate Rates, payable on the Interest
defined and described in the Indenture. The Bonds mature on April 1,

2036, s

amounts and 1¢ dates that matunty and redemption of the Bonds is required to occur-under
the Agreement’and the Indenture. This Note is subject to mandatory and optional prepayment in
the manner, at the prices and to the extent provided in Article VI of the Agreement for the
purpose of redemption of the Bonds.

To provide funds to pay the principal of, premium, if any, and interest on the Bonds as
-and when due, and in satisfaction of its obligations to make Loan Payments hereunder and under
the Agreement, the Company shall make Loan Payments on each Loan Payment Date (defined in

irginia Economic Development
Authority Solid Waste Disposal Facilities Reve efundifg Bonds (Ohio Power Company -

igation' to make Loan Payments, as defined in the .
mium, if any, and interest on the Bonds as and .
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the Agrccmcnt) in amounts equal to the amounts payable as Bond Service Chargcs (dcﬁned in
the Agreement) on the Bonds on such dates.

All payments made under this Note shall be in lawful money of the United States of

America and shall be made to the Trustee at its designated corporate trust office apd deposited in

the Bond Fund created by the Indenture. Except as otherwise provided in the Indenture and the
Agreement, such payments shall be ysed by the Trustee to pay the Bond Service Charges on the
Bonds as and when due,

_ Whenever payment or provision therefor has been made in rcspca.df thie Bond Service
Charges on all or any portion of the Bonds in accordance with the Indenture, this Note shall be
deemed paid to the extent such payment or provision therefor has been made. If all of the Bonds
are thereby deemed paid in full, this Note shall be cancelled
Pursuant to the Agreement, the Company shall receive a credit a
" payments hereunder to the extent of moneys available i
Indenture, for payment of Bond Service Charges on the Bon

t its obllgatlon to make

to the foregoing, all
ligation of the Company

Whenever an Event of Default under Section 7. 0 Indenture shaﬂ have Uccurred
and, as a result thercof, the principal of and an n o all Bonds then outstanding and
interest accrued thereon shall have been dec ediately due and payable pursuant to
Section 7.02 of the Indenture, the unpaid amdant of and any premium and. accrued
interest on this Note shall be due and pgyable © date on which the principal of and premium
and interest on the Bonds shall have e angd payable; provided that the annulment
of a declaration of acceleration with re o the Bonds shall alsc constitute an annulment of
any corresponding declaration wi '

IN WITNESS WHE
delivered in its name on June 5,

pany has caunsed this Note to be duly executed and

OHIO POWER COMPANY °

returned to the Company,

nd, created by the -

By:

Tille. Asmstant 'Ii'easurer :

Aty
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ASSIGNMENT

: The West Virginia Economic Development Authority (the '“Issuer*) hereby.
jirrevocably assigns, without recourse, the foregoing Note to The Bank of New York Trust .

Company, N.A. under an Indenture of Trust dated as of June 1, 2008 (the “Indenture™), between
the Issuer and the Trustee and hereby directs Ohio Power Company (the “Company™), as_the
maker of the Note, to make all payments of principal of and interest thereon’ directly to "the
Trustee at its office as providecl in the Indenture, or at such other place as the Trustee may direct
in writing. Such assignment is made as security for the payment of the Issuer’s $63,000,000

‘West Virginia Economic Development Authority Solid Waste Dispasal Facilities .Revenue
Refunding Bonds (Ohio Power Compgny Mitchell Project), Series 2008A, 1s§ucd pursuant to

the Indenture,

WEST VIRGINIA ECONQMIC DEVELOPMENT

- RN
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Kentucky Power Company

REQUEST

Reference paragraphs 13 of the application, footnote 8, and paragraph 28-32 of the
application. Please identify with specificity what law, regulation, legal authority or
agreement that prevents the WVEDA Bonds, which were issued by WVEDA, from being
directly transferred from Ohio Power (described as the “indirect issuer,” holder” and
entity with the obligations with respect to the bonds) to NEWCO Kentucky and then
Kentucky Power.

RESPONSLE

The WVEDA Bonds cannot be directly transferred from OPCO to KPCO because
Section 5.12 of the Loan Agreement between OPCO and WVEDA (See AG [-4
Attachment 1) governing the bonds dated June 1, 2008 states that any assignment of the
obligations will not relieve OPCO from being primarily liable under the Loan Agreement
and the related documentation. For that reason the WVEDA Bonds cannot be directly
transferred from OPCo to KPCO.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Reference paragraph 18 of the application. As to the Credit Agreement, please answer
the following questions:

a.

b.

Please identify the docket number under which the Federal Energy Regulatory
Commission approved the Credit Agreement between Kentucky Power and its
affiliates.

Under the Credit Agreement, if for any reason the transfer of a 50 percent interest in
the Mitchell generating station is not transferred to Kentucky Power, will AEP
Generation Resources retain a 100 percent interest in the facility?

RESPONSE

a.

FERC approval of the Credit Agreement is not required if approval is obtained by a
state authority that approves security issuances in the state of incorporation of the
utility. As Kentucky Power is incorporated in Kentucky, and the Kentucky
Commission approved the acquisition of the assets and liabilities associated with
Mitchell (which liabilities will include, upon the transfer on Dccember 31, 2013, the
amounts due under the Credit Agreement), the Kentucky Commission's approval
makes FERC approval unnecessary.

The 50% undivided interest in the Mitchell generating station, and associated assets
and liabilities, were transferred to Kentucky Power effective December 31, 2013.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST
Reference paragraph 19 of the application. Does Kentucky Power concede that order(s)
by the Franklin Circuit Court in Civil Action No. 13-CI-1398 or by the Federal Cnergy

Regulatory Commission in Docket Nos. ER14-86 and ER 14-95 may impact the timing
of or even prevent the proposed Merger and transfer of assets to Kentucky Power?

RESPONSE

No. The transfer of the 50% undivided interest in the Mitchell generating station, and
associated assets and liabilities, was completed on December 31, 2013.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST

Reference paragraph 21 of the application. Please provide the following in detail:

a. Kentucky Power’s proposed process for selling the Notes in terms of preference
for
)] by competitive bidding;
(i)  through negotiation with underwriters or agents in private placement
offerings; or
(iii) by direct placement with a commercial bank or other institutional investor;
and
b. For each of the Company’s debt issues, please indicate the process used in selling
financing.
RESPONSE
a. Kentucky Power seeks to manage the risks that accompany issuing debt and

obtaining capital by seeking approval for a wide variety of means and markets.
This process identified seeks to preserve the maximum amount of flexibility in
order to take advantage of the least expensive and most advantageous source of
capital available at the time of funding. As a result, Kentucky Power does not
have a preference for a particular process, beyond preferring the process that
provides the Company and its customers the lowcst cost. Lxperience has
demonstrated that capital markets are unpredictable. Markets that were once
highly stable can become volatile almost overnight. Other markets that have been
an uninterrupted source for funding can dry up almost immediately due to forces
and actions far beyond the control of any single issuer. The cost of obtaining
capital always fluctuates and differing capital markets offer advantages and
disadvantages that change constantly in relation to one another.
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b. Because Kentucky Power is a non-SEC registrant it is most likely to access the
private placement market for its debt issuances. Kentucky Power's outstanding
debt issuances have been sold either through negotiation with underwriters or
agents in private placement offerings. Generally the approximate process to issue
private placement debt is as follows:

Week 1 — Engage underwriters. Begin drafting private placement memorandum,
note purchase agreement, and summary term sheet

Week 2 — Begin drafting management presentations for possible road
shows/conference calls.

Week 3 — Finalize private placement memo, note purchase agreement,
management presentation and term sheet. Begin pre-marketing calls with
investors.

Week 4 — Launch transaction. All documentation is made available to investors.
Possible investor conference calls/credit approvals scheduled. Continue to
negotiate on pricing and terms.

Week 5 — Accepts bids and price transaction.

Week 6 - Investor due diligence call

Week 7 — Finalize legal documentation and closing.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Reference paragraph 23 of the application. Please provide additional details regarding
the proposed note issues described as being “in connection with long-term borrowings by
AEP.” Please provide details of all previous Notes issued in this manner.

RESPONSE

At this time Kentucky Power has no specific plans to issue Notes in connection with
long-term borrowing by AEP and, therefore, additional details cannot be provided. [f
Kentucky Power borrows from AEP, the interest rate that Kentucky Power should expect
to pay is expected to approximate the interest rate that AEP pays to acquire the capital it
is re-loaning to Kentucky. That interest rate is AEP's cost of capital.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Reference paragraph 24 of the application, specifically the last sentence, which states: “In
addition, Kentucky Power may permit the holder of the Notes to require the Company to
prepay them after certain specified events, including an ownership change.” Please
describe what is meant by “an ownership change.”

RESPONSE
Ownership change means Kentucky Power is no longer owned by American Electric

Power Company, Inc. This portion of the Application merely states the possibility of
such a condition being included.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Reference paragraph 34 of the application, specifically the last sentence, which states:
The proceeds of the New Bonds may be used to refinance a portion of the Mitchell Debt
at a lower cost than can be achieved through the issuance of the Notes described in
paragraphs 20-26 of this Application, for general corporate purposes, and for working
capital.” As to this sentence, please provide the following information:

a. Please provide an estimate of the proceeds that Kentucky Power anticipates
receiving through the sale of the New Bonds.

b. Please provide an estimate of the cost savings that Kentucky Power anticipates as a
result of the transaction described.

c. Please explain what is meant by “for general corporate purposes, and for working
capital.”

d. Please state whether any of the benefits anticipated by this transaction would be used
as an offset against any rate increase that Kentucky Power may seek to recoup its
investment in the Mitchell generating units,

RESPONSE

a. The Company expects to receive $65 million of proceeds.

b. See KPSC 1-3, part b.

c¢. The capital necessary to fund day-to-day operations.

d. The savings would flow through to Kentucky Power customers through a lower cost
of capital.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Reference paragraph 36 of the application, specifically wherein it states in a parenthetical
clause: “in the event all or a portion of any series of New Bonds initially bear a variable
rate of interest, the method for determining that interest rate”. Explain why, when, and
under what specific terms and conditions would Kentucky Power agree to a variable rate
of interest for all or a portion of any series of the New Bonds.

RESPONSE

Variable interest rates are almost always lower than fixed at the time of issuance, but the
issuer bears the risk of rates floating higher. Prudent management of interest rate risk
tends to support an opportunistic combined approach using both fixed and variable. It
would not be prudent for Kentucky Power's debt portfolio to be 100% variable rate
because variable rate debt securities are much shorter in life than fixed, so Kentucky
Power would have to refinance those variable rate securities every six months to three
years and incur transaction costs at every refinancing event.

WITNESS: Marc D Rettter
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Kentucky Power Company

REQUEST

Reference paragraph 42 of the application. Explain why Kentucky Power determined the
terms (including the term of years to maturity and percentages) identified in subparts (i)
through (iv) of the paragraph.

RESPONSE

The terms in Paragraph 42 of the Application establish the beundaries for a new issuance
of bonds beyond which Kentucky Power would need for further approval. These terms
do not represent anticipated terms in any bond issuance, and, should the Company plan to
issue new bonds, it would seek to do so at the most favorable terms possible.

WITNESS: Marc D Reitter



KPSC Case No. 2013-00410

Attorney General’s First Set of Data Requests
Dated December 20,2013

Item No. 14

Pagelofl

Kentucky Power Company

REQUEST

Reference paragraph 43 of the application. Please provide a list of Kentucky Power’s
“past experience with similar financings.”

If by “the Company,” Kentucky Power means its corporate parent, then please

a.
provide a list of similar financings conducted by AEP in the past 5 years, inclusive
of the specific financings to which this paragraph refers.

b. If not by its corporate parent, please state whether it was Kentucky Power or another
affiliate.

C. Regardless of the entity involved or associated with the “past experience with
similar financings,” provide all details including the related documents of those
financings.

RESPONSE

a. AEP, Kentucky Power's parent has not issued any similar financings.

b. AEP affiliates including Ohio Power, Indiana Michigan Power, Appalachian Power,
Public Service Company of Oklahoma, Southwestern Electric Power Company and
AEP Texas have similar financings. AG 1-14 Attachments 1 through 6 are examples
of similar financings at each affiliate.

c. Seeresponse for partb above

WITNESS: Marc D Reitter
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In the opinion of Squire, Sanders & Dempsey L.L.P.,, Bond Counse), under existing faw (i) assuming continuing compliance with certain
covenants and the accuracy of certain representations, interest on the Bonds is excluded from gross income for federal income tax purposes,
except interest on any Bond for any period during which it is held by a “substantial user” or a “related person™ as those terms are used in
Section 147(a) of the Intemal Revenue Code of 1986, as amended (the “Code™), (ii) interest on the Bonds is not an item of tax preference
ander Section 57 of the Code for purposes of the federal alternative minimum tax imposed on individuals and corporations, and (iii) interest
on, and any profit made on the sale, exchange or other disposition of, the Bonds are exempt from the Ohio personal income tax, the Ohio
commercial activity tax, the net income base of the Ohio corporate franchise tax, and municipal, school district and joint economic
development district ineome taxes in Ohio. Interest on the Bonds may be subject to certain federal taxes imposed only on certain corporations.
See TAX EXEMPTION.

$79,450,000
Ohlo Air Quality Deveiopment Authority
State of Ohio
Alr Quality Revenue Refunding Bonds
(Ohlo Power Company Project),
Series 2010A
(Nou-AMT)

Interest to accrue from date of issuance Due; June 1,2041

The Series 20i 0A Bonds (the “Bonds™) are special obligations of the State of Ohio and issued by the Ohio Air Quality Development
Authority (the “Issuer’™), The Bonds will not constitute adebt, or a pledge of the faith and credit, of the Issuer, the State of Ohio or any political
subdivision thereof, and the holders or owners of the Bonds will have no right o have taxes fevied by the General Assembly of Ohio or any
political subdivision of Ohio for the payment of the principal of, interest on or purchase price of the Bonds. The Bonds are payable solely
from, and secured by a pledge of, the loan repayments under a note issued under the terms of a Loan Agreement (the “Agreement™) between
the Issuer and

Ohio Power Company

The Bonds will bear Interest for a Long-Term Interest Rate Period at the rate of 3.25% per annum beginning on the date of original
issuance until June 2, 2014, the date on which they are subject to mandatory tender for purchase. Interest on the Bonds will be payable semi-
annually in arrears on each June 1 and December 1 of each year, commencing on December 1, 2010, and on the date on which the Bonds
are subject to mandatory tender for purchase. Prior to June 2, 2014, the Bonds will not be subject to optional redemption but will be subject
10 extraordinary optional redemption and extraordinary mandatory redemption as described under THE BONDS—Redemption.

The failure to pay the Purchase Price (as defined herein) on the mandatory tender date is an event of default under the Indenture (as
defined herein).

The Bonds will be issued as fully registered bonds and will be registered initially in the name of Cede & Co., as registered owner and
nominee for The Depository Trust Company, New York, New York (“DTC™). DTC acts as a securities depository for the Bonds, The Bonds
will be issued in denominations of $5,000 and integral multiples thereof. Except under the limited circumstances described herein, Beneficial
Owners of book-entry Interests in the Bonds will not receive certificates representing their interests, Payments of principal or purchase price
of and premium, If any, and interest on the Bonds will be made through DTC and disbursements of such payments to Beneficial Owners will
be the responsibifity of DTC and its Participants (see THE BONDS—Book-Entry Oniy System herein). Barclays Capital Inc. and KeyBane
Capital Markets Ine. (the “Underwriters™) wiil act as underwriters for the Bonds, U.S. Bank National Association will act as Trustee for the
Bonds.

PRICE: 100%

This cover page contains limited information for quick reference only and is not a summary of this Official Statement. Investors should
read the entire Official Statement to obtain information essential to the making of an Informed investment decision,

The Bonds are offered, subject to prior sale, when, as and if issued and received by the Underwriters, subject to the approval of their
validity by Squire, Sanders & Dempsey L.L.P, Cleveland, Ohio, Bond Counsel, as described herein, and certain other conditions, Certain
legal matters, other than the validity of the Bonds and the exclusion from gross income for federal income tax purposes of interest thereon,
wiil be passed on for the Underwriters by their counsel, Dewey & LeBocuf LLP, New York, New York, and for the Company by its intemal
counsel. Certain legal matters will be passed on for the Issuerby its counsel, Forbes, Fields & Associates Co., L.P.A. Delivery of the Bonds
in book-entry-only form is expected on or about May 27, 2010 through the facilities of DTC in New York, New York, against payment therefor.

Barclays Capital KeyBanc Capital Markets
Dated: May 18,2010
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No person has been authorized to give any information or to make any representations
other than those contained in this Official Statement in connection with the offer made hereby
and, if given or made, such information or representations must not be relied upon as having
been authorized by the Issuer, the Company or the Underwriters. Neither the delivery of this
Official Statement nor any sale hereunder shall under any circumstances create any implication
that there has been no change in the affairs of the Issuer or the Company since the date hereof.
This Official Statement does not constitute an offer or solicitation in any jurisdiction in which
such offer or solicitation is not authorized, or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or
solicitation. The Issuer neither has nor assumes any responsibility as to the accuracy or
completeness of the information in this Official Statement, all of which has been furnished by
others, other than information under THE ISSUER.

The Underwriters have provided the following sentence for inclusion in this Official
Statement. The Underwriters have reviewed the information in this Official Statement in
accordance with, and as a part of| their responsibilities to investors under the federal securities
laws as applied to the facts and circumstances of this transaction, but the Underwriters do not
guarantee the accuracy or completeness of such information.

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN
TRANSACTIONS THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE
OF THE BONDS, INCLUDING BY ENTERING STABILIZING BIDS. FCR A
DESCRIPTION OF THESE ACTIVITIES, SEE UNDERWRITING HEREIN,
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$79,450,000
Ohio Air Quality Development Authority
State of Ohio

Air Quality Revenue Refunding Bonds
{Ohio Power Company Project),
Series 2010A

(Non-AMT)
INTRODUCTORY STATEMENT

This Official Statement, including the Appendices hereto, is provided to furnish certain
information in connection with the issuance by the Ohio Air Quality Development Authority, a
body politic and corporate of the State of Ohio (“Issuer™) of State of Ohio Air Quality Revenue
Refunding Bonds (Ohio Power Company Project), Series 20104, in the aggrepate principal
amount of $79,450,000 (the “Bonds™). The Issuer neither has nor assumes any responsibility as
to the accuracy or completeness of the information in this Official Statement, all of which has
been furnished by others, other than the information pertaining to the Issuer under THE ISSUER.

The Bonds will be issued under and pursuant to a resolution of the Issuer adopted on
April 13,2010 (“Resolution”) and an Indenture of Trust, dated as of May 1, 2010 (“Indenture”),
between the Issuer and U.S. Bank National Association, as trustee (in such capacity, the
“Trustee”), Capitalized terms used herein and not otherwise defined shall have the meanings
given to them in the Indenture.

Pursuant to a Loan Agreement, dated as of May 1, 2010 (“Agreement”), between the
Issuer and Ohio Power Company (the “Company™), the Issuer will loan to the Company the
proceeds of the Bonds to provide funds to refund all of the Issuer’s $79,450,000 State of Ohio
Air Quality Revenue Bonds (Ohio Power Company Project), Series 2008A (the “Refunded
Bonds”). The Refunded Bonds were issued by the Issuer and the proceeds thereof were loaned
to the Company to assist the Company in financing a portion of the costs of acquiring,
constructing and installing certain solid waste disposal facilities comprising “air quality
facilities”, as defined in the Act, for Unit 1 at the Cardinal Generating Station near Brilliant,
Ohio located in Jefferson County, Ohio (the “Project”). The term “Plant” as used herein means
the Cardinal Generating Station.

In order to evidence the loan from the Issuer (the “Loan) and to provide for its
repayment, the Company will issue a nonnegotiable promissory note (the “Note”) pursuant to the
Agreement. Payments required under the Note will be sufficient, together with any other funds
on deposit in the Bond Fund (hereinafter described) under the Indenture, to pay the principal of
and premium, if any, and interest on the Bonds and to make or provide for payments to the
Trustee equal to 100% of the principal amount of the Bonds plus accrued interest, if any, upon
tender thereof (“Purchase Price™). The Bonds will not otherwise be secured by a mortgage on, or
security interest in, any of the Project or any other property of the Company.

The Bonds will mature and become due and payable, together with any accrued and
unpaid interest, on June 1, 2041. The Bonds will bear interest for a Long-Term Interest Rate
Period at the rate of 3.25% per year, from the date of issuance until June 2, 2014, Interest on the
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Bonds will be payable semi-annually in arrears on each June 1 and December 1 of each year,
commencing on December 1, 2010, and on the date on which the Bonds are subject to mandatory
tender for purchase. The Bonds are subject to mandatory tender for purchase on June 2, 2014,

The failure to pay the Purchase Price on the mandatory tender date is an event of default
under the Indenture.

The Bonds are special obligations of the Issuer, and are to be paid solely from, and will
be secured by a pledge of, payments to be made to the Issuer under the terms of the Agreement.
See THE BONDS — Security.

Brief descriptions of the Issuer, the Project, the Bonds, the Agreement and the Indenture
are included in this Official Statement. Information regarding the business, properties and
financial condition of the Company is included or incorporated by reference in Appendix A
attached hereto. The form of opinion that Bond Counsel proposes to deliver relating to the
Bonds is set forth in Appendix B hereto. The descriptions herein of the Agreement and the
Indenture are qualified in their entirety by reference to such documents, and the description
herein of the Bonds is qualified in its entirety by reference to the form thereof and the
information with respect thereto included in the aforesaid documents. All such descriptions are
further qualified in their entirety by reference to laws and principles of equity relating to or
affecting generally the enforcement of creditors® rights. Copies of such documents may be
obtained from the Company.

THE ISSUER

The Issuer was organized pursuant to Chapter 3706 of the Ohio Revised Code, as
amended (the “Act”). Under the Act, the Issuer is a body corporate and politic, with full power
and authority to issue the Bonds and to enter into and perform its obligations under the
Agreement and the Indenture. The Issuer has no taxing power.

THE BONDS ARE SPECIAL OBLIGATIONS OF THE STATE OF OHIO AND SHALL NOT
REPRESENT OR CONSTITUTE A DEBT OR A PLEDGE OF THE FAITH AND CREDIT
OR TAXING POWER OF THE ISSUER, THE STATE OF OHIO OR ANY POLITICAL
SUBDIVISION OF OHIO, AND THE HOLDERS AND OWNERS THEREOF SHALL HAVE
NO RIGHT TO HAVE TAXES LEVIED BY THE GENERAL ASSEMBLY OF OHIO OR
THE TAXING AUTHORITY OF ANY POLITICAL SUBDIVISION OF OHIO FOR THE
PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR PURCHASE PRICE OF THE
BONDS, BUT THE BONDS SHALL BE PAYABLE SOLELY FROM THE REVENUES AND
FUNDS PLEDGED FOR THEIR PAYMENT AS AUTHORIZED BY THE ACT.

THE PROJECT

The Project consists of various systems which are designed for the disposal of solid
wastes resulting from the operation of Unit 1 at the Plant. The solid waste disposal facilities,
which comprise “air quality facilities” as defined in Section 3706.01 of the Act, are comprised of
the portion of the flue gas desulfurization system (“FGD System™) constructed with respect to
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Unit 1 at the Plant, rated at 600 megawatts, that relates to the disposal of solid waste generated as
part of the FGD System.

USE OF PROCEEDS

The Issuer will cause the proceeds received upon the sale of the Bonds to be deposited in
the Refunding Fund created under the Indenture to be used, together with any other funds supplied
by the Company, and applied to the payment of all of the principal of and any accrued interest on
the Refunded Bonds within 90 days of the issuance of the Bonds.

TIHE BONDS
General

The Bonds are being issued in fully registered form only in the aggregate amount set
forth on the cover page hereof, The Bonds initially will be dated as of their date of issuance and
will bear interest from such date. The Bonds will mature and become due and payable, together
with any accrued and unpaid interest, on June 1, 2041. For the period beginning on the date of
issuance to June 2, 2014, the Bonds will bear interest at a Long-Term Interest Rate of 3.25% per
annum. Interest on the Bonds will be payable semi-annually in arrears on each June 1 and
December 1 of each year, commencing on December 1, 2010, and on the date on which the
Bonds are subject to mandatory tender for purchase. The Bonds are subject to mandatory tender
for purchase on June 2, 2014.

The Bonds may subsequently be converted to bear interest at a Daily Rate, Two-Day
Rate, Weekly Rate, Commercial Paper Rate, SIFMA-Based Term Rate, Auction Mode Rate or
another Long-Term Interest Rate. THIS OFFICIAL STATEMENT DESCRIBES THE TERMS
AND CONDITIONS OF THE BONDS, THE AGREEMENT AND THE INDENTURE ONLY
WHILE IN A LONG-TERM INTEREST RATE WITHOUT A LETTER OF CREDIT,

Beneficial interests in the Bonds will initially be issued pursuant to a Book-Entry Only
System (“Book-Entry Only System™) maintained by The Depository Trust Company, New York,
New York (“DTC"), as described below under the caption Book-Entry Only System. Under the
Indenture, the Trustee and the Issuer may appoint a successor securities depository to DTC.
(DTC, together with any such successor securities depository, is hereinafter referred to as the
“Securities Depository™). The following information is subject in its entirety to the provisions
desctibed below under the caption Book-Entry Only System while the Bonds are in the Book-
Entry Only System.

Form and Denomination of Bonds; Payments on the Bonds
General
The Bonds will be issued only as fully registered bonds, without coupons, in

denominations of $5,000 or any integral multiple thereof (an “Authorized Denomination”). The
Bonds will be registered in the name of Cede & Co., as registered owner and nominee of DTC.
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DTC acts as securities depository for the Bonds and individual purchases of Bonds may be made
in book-entry form only. So long as the Bonds are in book-entry only form, purchasers of Bonds
will not receive certificates representing their interest in the Bonds purchased. So long as Cede
& Co. is the registered owner of the Bonds, as nominee of DTC, references herein to the
Bondholders or registered owners or holder shall mean Cede & Co., and shall not mean the
Beneficial Owners (as defined below) of the Bonds.

So long as Cede & Co. is the registered owner of the Bonds, principal of, premium, if
any, and interest on the Bonds are payable to Cede & Co., as nominee for DTC, which will, in
turn, remit such amounts to the DTC Participants (as defined below) for subsequent
disbursement to the Beneficial Owners. See — Book-Entry Only System below.

U.S. Bank National Association has been appointed as Trustee under the Indenture. The
designated office of the Trustee is located, initially, in Columbus, Ohjo. The Company and its
affiliates maintain banking relationships with U.S. Bank National Association and its affiliates.
U.S. Bank National Association and its affiliates serve as trustee under various indentures with,
or for the benefit of, the Company and its affiliates.

The Trustee will not be required to make any transfer or exchange of any Bond during the
ten days prior to the mailing of a notice of Bonds selected for redemption or, with respecttoa
Bond, after such Bond or any portion thereof has been selected for redemption. Registration of
transfers and exchanges shall be made without charge to the Bondholders, except that any
required taxes or other governmental charges shall be paid by the Bondholder requesting
registration of transfer or exchange.

Interest

Each payment of interest sha!l include interest accrued through the day before such
interest payment date. Interest on the Bonds will be computed on the basis of a 360-day year
consisting of twelve 30-day months. All payments of interest on the Bonds will be paid to the
registered owner thereof whose name appears in the bond register kept by the Trustee as of the
close of business on the Record Date (as defined below). Ifany payment on the Bonds is due on
a non-Business Day, it will be made on the next Business Day and no interest will accrue as a
result.

“Business Day” means any day other than a Saturday or Sunday or other than a day on
which commercial banks in New York, New York or the city in which the designated corporate
trust office of the Trustee is located are required or authorized by law to close or other than a day
on which the New York Stock Exchange is closed.

“Record Date” means the fifteenth day of the calendar month preceding the relevant
interest payment date,
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Security

The Bonds will be special obligations of the Issuer, the principal of and premium, if any,
and interest on which will be payable solely from, and secured by a pledge of, the Loan
Payments to be made by the Company under the Agreement. In addition, the Company is
obligated to pay the Purchase Price with respect to the Bonds. The pledge does not extend to
funds to which the Trustee is entitled in its own right as fees, reimbursement, indemnity or
otherwise. The Bonds will not be secured by a mortgage or security interest in the Project or any
other property of the Company.

Mandatory Tender

Principal and accrued interest will be payable upon mandatory tender of the Bonds on
June 2, 2014. The Company is obligated to pay the Purchase Price of Bonds tendered to the
extent that remarketing proceeds are not available to pay such purchase price. No other source
of payment of such Purchase Price is being provided. The failure to pay the Purchase Price on
the mandatory tender date is an event of default under the Indenture.

Redemption
The Bonds are subject to redemption as described below:

Optional Redemption. Except as described under the caption Extraordinary Optional
Redemption, the Bonds are not redeemable at the option of the Issuer or the Company prior to
June 2, 2014.

Extraordinary Optional Redemption. The Bonds are subject to redemption in whole or in
part on any date at a redemption price equal to the aggregate principal amount of the outstanding
Bonds plus accrued interest thereon to the redemption date, without premium, upon receipt by
the Trustee of a direction from the Company stating that any of the following events has
occurred:

(a)  The Project or the Plant shall have been damaged or destroyed to such an extent
that the Company deems it not practical or desirable to rebuild, repair or restore
the Project or the Plant, as the case may be.

(b)  Title to, or the temporary use of, all or a significant part of the Project or the Plant
shall have been taken under the exercise of the power of eminent domain so as to
render the Project unsatisfactory to the Company for its intended purpose.

(¢)  Asaresult of any changes in the Constitution of the State, the Constitution of the
United States of America or any state or federal laws or as a result of legislative
or administrative action (whether state or federal) or by final decree, judgment or
order of any court or administrative body (whether state or federal) entered after
any contest thereof by the Issuer or the Company in good faith, the Agreement
shall have become void or unenforceable or impossible of performance in
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accordance with the intent and purpose of the parties as expressed in the
Agreement,

(d)  Unreasonable burdens or excessive liabilities shall have been imposed upon the
Issuer or the Company with respect to the Project or the Plant or the operation
thereof, including, without limitation, the imposition of federal, state or other ad
valorem, property, income or other taxes not being imposed on the date of the
Agreement.

(¢)  Changes in the economic availability of raw materials, operating supplies, energy
sources or supplies or facilities (including, but not limited to, facilities in
connection with the disposal of industrial wastes) necessary for the operation of
the Project or the Plant occur or technological or other changes occur which in the
Company’s reasonable judgment render the Project or the Plant uneconomic or
obsolete.

8y Any court or administrative body shall enter a judgment, order or decree, or shall
take administrative action, requiring the Company to cease all or any substantial
part of its operations served by the Project or the Plant to such extent that the
Company is or will be prevented from carrying on its normal operations at the
Project or the Plant for a period of six consecutive months.

(g)  The termination by the Company of operations at the Plant.

Extraordinary Mandatory Redemption. The Bonds are subject to mandatory redemption
at any time in whole, or in part if such partial redemption will preserve the exemption from
federal income taxation of interest on the remaining outstanding Bonds, at a redemption price
equal to the principal amount thereof together with unpaid interest accrued to the date fixed for
redemption, and without premium, if (a) a final decree or judgment of any federal court, in which
the Company participates to the extent it deems sufficient, or (b) a final action by the Internal
Revenue Service, in proceedings in which the Company participates to the extent it deems
sufficient, determines that the interest paid or payable on Bonds to a person, other than, as
provided in Section 147(a) of the Code, a “substantial user” of the Project or a “related person”,
is or was includable in the gross income of the owner thereof for federal income tax purposes
under the Code, as a result of the failure by the Company to observe or perform any covenant,
condition or agreement on its part to be observed or performed under the Agreement or the
inaccuracy of any representation by the Company under the Agreement or receipt by the
Company of an Opinion of Tax Counsel to such effect obtained by the Company and rendered at
the request of the Company; provided, however, that no decree or judgment by any court or
action by the Internal Revenue Service shall be considered final unless the Bondholder or
Beneficial Owner involved in such proceeding or action (i) gives the Company and the Trustee
prompt written notice of the commencement thereof and (ii) if the Company agrees to pay all
expenses in connection therewith and to indemnify such Bondholder or Beneficial Owner against
all liabilities in connection therewith, offers the Company the opportunity to control the defense
thereof. Any such redemption shall be made on a date determined by the Trustee not more than
180 days after the date of such final decree, judgment or action. The Trustee shall give the Issuer
and the Company not less than 45 days written notice of such date.
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Notice of Redemption. At least 30 days before each redemption, the Trustee will mail a
notice of redemption by first-class mail to each Bondholder with Bonds to be redeemed at such
holder’s registered address. Failure to give any required notice of redemption as to any
particular Bonds, or any defect therein, will not affect the validity of the call for redemption of
any Bonds in respect of which no failure or defect occurs, Any notice mailed as provided in this
paragraph shall be effective when sent and will be conclusively presumed to have been given
whether or not actually received by the addressee.

The notice shall identify the Bonds to be redeemed and shall state (I) the redemption date
(and, if the Bonds provide that accrued interest will not be paid on the redemption date, the date
it will be paid), (2) the redemption price, (3) that the Bonds called for redemption must be
surrendered to collect the redemption price, (4) the address at which the Bonds must be
surrendered and (5) that interest on the Bonds called for redemption ceases to accrue on the
redemption date.

With respect to an optional redemption of any Bonds, unless moneys sufficient to pay the
principal of, premium, if any, and interest on the Bonds to be redeemed shall have been received
by the Trustee prior to the giving of such notice of redemption, such notice may state that said
redemption shall be conditional upon the receipt of such moneys by the Trustee on or prior to the
date fixed for redemption. If such moneys are not received, such notice shall be of no force and
effect, the Issuer shall not redeem such Bonds, the redemption price shall not be due and payable
and the Trustee shall give notice, in the same manner in which the notice of redemption was
given, that such moneys were not so received and that such Bonds will not be redeemed.

When notice is required and given, Bonds called for redemption become due and payable
on the redemption date; in such case when funds are deposited with the Trustee sufficient for
redemption, interest on the Bonds to be redeemed ceases to accrue as of the date of redemption.

Book-Entry Only System

DTC, the world’s largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended
(“1934 Act™). DTC holds and provides asset servicing for over 3.5 million issues of U.S. and
non U.S. equity issues, corporate and municipal debt issues, and money market instruments from
over 100 countries that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also
facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non U.S. securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC
is a wholly owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by
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the users of its regulated subsidiaries. Access to the DTC system is also available to others such
as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”, and together with Direct Participants,
“Participants”). The DTC Rules applicable to DTC and its Participants are on file with the SEC.,
More information can be found at www.dtcc.org.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants® records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners
will not receive certificates representing their ownership interests in the Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as
may be requested by an authorized representative of DTC. The deposit of Bonds with DTC and
their registration in the name of Cede & Co. or such other DTC nominee effect no change in
beneficial ownership, DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC’s records reflect only the identity of the Direct Participants to whose accounts the Bonds
are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers. So long as Cede & Co., as nominee for DTC, is the sole bondholder, the Trustee
shall treat Cede & Co. as the only bondholder for all purposes under the Indenture, including
receipt of all principal of, premium, if any, and interest on the Bonds, receipt of notices, voting
and requesting or directing the Trustee to take or not to take, or consenting to, certain actions
under the Indenture.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds are being
redeemed, DTC’s current practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. nor any other DTC nominee will consent or vote with
respect to the Bonds, unless authorized by a Direct Participant in accordance with DTC’s
procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as
possible after the applicable record date. The Omnibus Proxy assigns Cede & Co.’s consenting
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or voting rights to those Direct Participants to whose accounts the Bonds are credited on such
record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and principal and interest payments on the Bonds will be made to
Cede & Co. or such other nominee as may be requested by an authorized representative of DTC.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detailed information from the Issuer or the Trustee, on the payable date in
accordance with their respective holdings shown on DTC'’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street
name”, and will be the responsibility of such Participants and not of DTC, the Trustee or the
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of redemption proceeds and principal, premium, if any, and interest payments to Cede
& Co. or such other nominee as may be requested by an authorized representative of DTC is the
responsibility of the Issuer or the Trustee, disbursement of such payments to Direct Participants
will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners
will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, certificated
bonds will be required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry only transfers
through DTC (or a successor securities depository). Upon receipt of a withdrawal request from
an issuer, DTC will take the following actions: (1) DTC will issue an important notice notifying
its Participants of the receipt of a withdrawal request from the issuer reminding Participants that
they may utilize DTC’s withdrawal procedures if they wish to withdraw their securities from
DTC, and (2) DTC will process withdrawal requests submitted by Participants in the ordinary
course of business, but will not effectuate withdrawals based upon a request from an issuer. In
that event, security certificates will be printed and delivered to DTC.

In the event that the book-entry system is discontinued, the principal or redemption price
of and interest on the Bonds will be payable in the manner described above, and the Bonds may
be transferred or exchanged for one or more Bonds in different Authorized Denominations upon
surrender thereof at the principal corporate trust office of the Trustee by the registered owners or
their duly authorized attorneys or legal representatives. Upon surrender of any Bonds to be
transferred or exchanged, the Trustee shall record the transfer or exchange in the registration
books and shal! authenticate and deliver the Bonds appropriately registered and in appropriate
Authorized Denominations.

Under the Indenture, payments made by the Trustee to DTC or its nominee will satisfy
the Issuer’s obligations under the Indenture and the Company’s obligations under the Agreement
to the extent of the payments so made. Beneficial Owners will not be, and will not be considered
by the Issuer or the Trustee to be, and will not have any rights as, owners of Bonds under the
Indenture.
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The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the Underwriters, the Company and the Trustee believe to be reliable,
but the Underwriters, the Company and the Trustee take no responsibility for the accuracy
thereof.

None of the Issuer, the Underwriters, the Company, the Trustee or any agent for
payment on or registration of transfer or exchange of any Bond will have any responsibility
or obligation to Direct Participants, Indirect Participants or the persons for whom they act
as nominees with respect to the accuracy of the records of DTC, its nominee or any Direct
Participant with respect to any ownership interest in the Bonds, or payments to, or the
providing of notice for, Direct Participants, Indirect Participants, or beneficial owners or
other action taken by DTC, or its nominee, Cede & Co., as the sole owners of the Bonds.

TIHHIE AGREEMENT

In addition to the description of certain provisions of the Agreement contained elsewhere
herein, the following is a brief summary of certain provisions of the Agreement and does not
purport to be comprehensive or definitive. All references herein to the Agreement are qualified
in their entirety by reference to the Agreement for the detailed provisions thereof.

Use of Bond Procceds

The Issuer will issue the Bonds and loan the proceeds of the sale thereof to the Company,
which proceeds will be applied as described under USE OF PROCEEDS herein. The Company
has caused the Project to be acquired, constructed, installed and improved substantially in
accordance with the plans and specifications as provided in the Agreement,

Repayment of Loan

In order to evidence the Loan and the Company’s obligation to repay the same, the
Company will issue the Note in the same principal amount as the Bonds and having the same
stated maturity and interest rate or rates. Pursuant to the Note, the Company will pay to the
Trustee, as assignee of the Issuer, amounts to fund payments on the Bonds in such amounts
which, together with other moneys available therefor in the Bond Fund or the Purchase Fund
created under the Indenture, will be sufficient to pay when due the principal of, premium, if any,
and interest on and Purchase Price for the outstanding Bonds as they shall mature, be redeemed,
be purchased or deemed purchased or otherwise become due as provided in the Indenture.

The payment obligations of the Company under the Note will be absolute and
unconditional, and the Company will make such payments free of any deductions and without
abatement, diminution or setoff. In the event that the Company fails to make any such payments,
the payment so in default will continue as an obligation of the Company until the amount in
default has been fully paid.

10
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Other Payments Under The Agreement

In addition to the payments under the Note, the Company agrees to pay certain costs and
expenses of the Issuer and the Trustee in connection with the Bonds and to indemnify such
parties against certain liabilities arising in connection with the sale of the Bonds and the
exccution and delivery of the related bond documents.

Pledge

The Issuer will assign to the Trustee a security interest in all rights, title and interest in, to
and under the Note and the Agreement and all amounts payable thereunder (except for certain
payments under the Agreement in respect of indemnification and certain fees and expenses).

The Company will assent to such assignment and will agree that, as to the Trustee, its obligation
to make payments will be absolute and not subject to any defense or any right of set-off,
counterclaim or recoupment arising out of any breach by the Issuer or the Trustee of any
obligation to the Company.

Corporate Existence

The Company will maintain its legal existence and will not sell its properties as an
entirety or substantially as an entirety or consolidate with or merge into another entity or permit
one or more other entities to consolidate with or merge into it, unless the successor corporation
or transferee resulting from any such consolidation, merger, sale or transfer shall assume all
obligations of the Company arising under or contemplated by the Agreement, the Note and the
Indenture. No further consolidation, merger or sale or other transfer shall be made except in
compliance with those provisions.

Environmental Compliance

In the Agreement, the Company will represent that the Project has been constructed in
compliance with all permits, variances and orders issued or granted by the Ohio Environmental
Protection Agency with respect to the Project, including any permits to install for the Project,
and any such permits, variances and orders have not been withdrawn or otherwise suspended.
The Company will represent that it believes that it is in material compliance with all terms and
provisions of all permits, variances and orders heretofore issued or granted by the Ohio
Environmental Protection Agency with respect to the Plant and its other facilities within the State
of Ohio, including any permits-to-install and permits-to-operate issued with respect thereto.
Some generating units in which the Company has an ownership interest are the subject of
litigation with respect to alleged violations of Clean Air Act requirements. See the Company’s
Annual Report on Form 10-K for the year ended December 31, 2009, and the Company’s
Quarterly Report on Form 10-Q for the quarter ended March 31, 2010, incorporated by reference
in Appendix A to this Official Statement.

11
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. Assignment

The Company may assign its interest in, or any rights and obligations under, the
Agreement (a) to another entity provided that the Company, under the terms of any such
assignment, shall remain and be primarily responsible and liable for all of its obligations under
the Agreement and the Note, including particularly the making of all payments required
thereunder, when due if the entity to which an interest in the Agreement is assigned fails to
perform such obligations and (b) any assignment by the Company must retain for the Company
such rights and interests as will permit it to perform its remaining obligations under the
Agreement, and any assignee from the Company shall assume the obligations of the Company
under the Agreement to the extent of the interest assigned.

Events of Default and Remedies

The Agreement provides that the occurrence of one or more of the following events will
constitute an “Event of Default:”

(a)  The failure to pay any Loan Payment, or pay any payment required to be made to
pay the Purchase Price, when due;

(b)  The occurrence of an Event of Default described in paragraph (a), (b) or (c) under
THE INDENTURE—Events of Defaults and Remedies;

. (c)  Failure by the Company to observe and perform any other agreement, term or
condition under the Agreement, other than such failure which will result in an
event of default described in (a) or (b) above, which continues for a period of 90
days after notice to the Company by the Issuer or the Trustee or such longer
period as the Issuer and the Trustee may agree to in writing; provided that the
failure shall not constitute an Event of Default if the Company institutes curative
action within the applicable period and diligently pursues that action to
completion;

(d)  Any representation or warranty under the Agreement shall not have been true in
all material respects when made; and

() Certain events relating to bankruptcy, insolvency or reorganization of the
Company.

A failure by the Company described in subparagraph (c) above is not a default under that

subparagraph if it occurs by reason of certain courses, circumnstances and events of force majeure
specified inthe Agreement that are not reasonably within the control of the Company.

Whenever any Event of Default under the Agreement has happened and is subsisting, the
Issuer or the Trustee may take either or both of the following remedial steps:

() Inspect, examine and make copies of the books, records, accounts and financial
. data of the Company, only, however, insofar as they pertain to the Project; and

12
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(b)  Pursue all remedies to recover all amounts then due and thereafter to become due
under the Agreement and the Note, or to enforce the performance and observance
of any other obligation or agreement of the Company under those instruments.

Any amounts collected as Loan Payments or applicable to Loan Payments and any other
amounts which would be applicable to payment of Bond Service Charges collected pursuant to
action taken as provided above shall be paid into the Bond Fund and applied in accordance with
the provisions of the Indenture or, if the outstanding Bonds have been paid and discharged in
accordance with the provisions of the Indenture, shall be paid as provided in the Indenture for
transfers of remaining amounts in the Bond Fund.

Certain Covenants Regarding Arbitrage and Tax Exemption

The Issuer and the Company have agreed not to knowingly take any action or omit to
take any action, which would result in a loss of the exemption from federal income taxation of
interest on the Bonds by virtue of the Bonds being considered “arbitrage bonds” within the
meaning of Section 148 of the Code.

The Issuer and the Company have agreed that they will not take any action, cause any
action to be taken, omit to take any action or cause any omission to occur which would cause the
interest on the Bonds to become includable in gross income of the recipients thereof for purposes
of federal income taxation.

Amendments to the Agreement

The Indenture provides that the Agreement may be amended without the consent of or
notice to the owners of the Bonds only as may be required or permitted (i) by the provisions of
the Agreement or the Indenture or for the purposes for which the Indenture may be amended or
supplemented without the consent of the owners, (ii) for the purpose of curing any ambiguity or
formal defect or omission in the Agreement or (iii) in connection with any other change therein
which, in the judgment of the Trustee, is not to the prejudice of the Trustee or the owners of the
Bonds. Any other amendments to the Agreement may be made only with the written approval or
consent of the owners of not less than a majority in aggregate principal amount of the Bonds
outstanding. An Opinion of Tax Counsel to the effect that such action is permitted under the Act

- and the Indenture and will not adversely affect the exclusion from gross income of interest on the

Bonds for federal income tax purposes (a “Favorable Opinion of Tax Counsel”) is required for
any amendment to the Agreement.

THE INDENTURE

In addition to the description of certain provisions of the Indenture contained elsewhere
herein, the following is a brief summary of certain provisions of the Indenture and does not
purport to be comprehensive or definitive. All references herein to the Indenture are qualified in
their entirety by reference Lo the Indenture for the detailed provisions thereof.

13
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Pledge and Security

To secure the payment of its Bonds, the Issuer assigns to the Trustee and grants to the
Trustee a security interest in all right, title and interest of the Issuer in, to and under the Note and
all payments made and to be made thereunder. As security for the satisfaction of any other
obligation assumed by it in connection with the Bonds, the Issuer assigns to the Trustee and
grants to the Trustee a security interest in all right, title and interest of the Issuerin, to and under
the Agreement and all moneys receivable thereunder, but excluding the rights of the Issuer to
indemnification and reimbursement of fees, expenses and expenses of collection.

Moneys held in the Bond Fund shall be used solely for the payment of the principal of,
premium, if any, and interest on the Bonds on the dates due for the payment thereof. The Issuer
has authorized and directed the Trustee to withdraw sufficient funds from the Bond Fund to pay
the principal of, premium, if any, and interest on the Bonds as the same become due and payable,
which authorization and direction the Trustee has accepted.

Refunding Fund

The Indenture creates and establishes with the Trustee a separate fund designated the
“State of Ohio Air Quality Development Authority - Ohio Power Company Project, Series
2010A Refunding Fund” (the “Refunding Fund”). The proceeds from the sale of the Bonds will
be deposited in the Refunding Fund. Such proceeds deposited in the Refunding Fund shall be
applied, together with any funds provided by the Company, to refund all of the Refunded Bonds
within 90 days of the issuance of the Bonds. See THE AGREEMENT -Use of Bond Proceeds
above,

Bond Fund

Payments made by the Company under the Agreement with respect to the Bonds and
certain other amounts specified in the Indenture will be deposited in the Bond Fund. The Trustee
will apply money contained in the accounts described below maintained within the Bond Fund as
follows:

(@)  Interest Account. The Trustee, on each Interest Payment Date, will withdraw and
apply from moneys on deposit in the Interest Account an amount sufficient to pay
interest on the outstanding Bonds on such Interest Payment Date.

(b)  Principal Account, The Trustee, on each Principal Payment Date, will withdraw
and apply from moneys on deposit in the Principal Account, an amount equal to
the principal becoming due on the Bonds on such Principal Payment Date (other
than a redemption date). Money in such Principal Account will be used and
withdrawn by the Trustee on each Principal Payment Date solely for the payment
of the principal of outstanding Bonds.

(¢) Redemption Account. The Trustee, on or before each redemption date, will

withdraw and apply from moneys on deposit in the Redemption Account amounts
required to pay the principal of and premium, if any, and accrued interest on

14
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Bonds to be redeemed prior to their stated maturity. Money in such Redemption

. Account will be used and withdrawn by the Trustee on each redemption date
solely for the payment of the principal of and premium, if any, and accrued
interest on outstanding Bonds upon the redemption thereof prior to their stated
maturity.

Purchase Fund

The Trustee will apply money contained in the accounts described below maintained
within the Purchase Fund as follows:

Remarketing Proceeds Account. Upon receipt of the proceeds of a remarketing of Bonds
on a purchase date, the Trustee will directly deposit such proceeds, and will deposit only such
proceeds, in the Remarketing Proceeds Account for application to the Purchase Price of the
Bonds. Neither the Issuer nor the Company will have any interest in the Remarketing Proceeds
Account,

Company Purchase Account. Upon receipt of immediately available funds provided to
the Trustee by the Company pursuant to the Indenture, the Trustee shall directly deposit such
money, and shall deposit only such money, in the Company Purchase Account for application to
the Purchase Price of the Bonds. Any amounts deposited in the Company Purchase Account and
determined by the Trustee to be not needed with respect to any purchase date for the payment of
the Purchase Price for any Bonds shall be promptly returned following such determination to the

. Company.

Events of Default and Remedies
The following events are Events of Default under the Indenture:
(a)  Default in the due and punctual payment of interest on any Bond,;
(b)  Default in the due and punctual payment of the principal of, or premium, if any,
on any Bond, whether at the stated maturity thereof, or upon unconditional

proceedings for redemption thereof;,

()  Default in the due and punctual payment of the Purchase Price of any Bond
required to be purchased in accordance with its terms;

(d)  Default in the performance or observance of any other of the covenants,
agreements or conditions on the part of the Issuer in the Indenture or in the Bonds,
continuing 30 days after delivery of notice thereof; or

(&)  Theoccurrence and continuance of an event of default under the Agreement as
described under THE AGREEMENT — Events of Default and Remedies;,

Upon the occurrence and continuance of an Event of Default under (a), (b) or (c) above
. the Trustee may, and upon the written request of the owners of at least 25% in aggregate
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principal amount of the Bonds then outstanding shall, declare the principal of and accrued
interest on the outstanding Bonds to be due and payable immediately. If an Event of Default
under paragraph (d) or (e) above occurs and is continuing, the Trustee may, and upon the request
of the owners of at least 25% in aggregate principal amount of the Bonds then outstanding, shall,
declare the principal of and accrued interest on the outstanding Bonds to be due and payable
immediately. Upon any such declaration, the principal of and accrued interest on the outstanding
Bonds shall be due and payable immediately.

The Trustee may rescind an acceleration of the Bonds and its consequences if (1) all
payment defaults with respect to the Bonds have been cured and all reasonable fees and charges
of the Trustee, including reasonable attorneys’ fees, have been paid, and (2) the Bondholders
have not been notified of the acceleration. Except as provided above, the Trustee will not
declare the Bonds to be due and payable.

If an Event of Default occurs and is continuing, the Trustee may pursue any available
remedy by proceeding at faw or in equity to collect the principal of and premium, if any, or
interest on the Bonds or to enforce the performance of any provision of the Bonds or the
Indenture.

A majority in aggregate principal amount of the outstanding Bonds by notice to the
Trustee may waive an existing Event of Default and its consequences. When an Event of
Default is waived, it is cured and stops continuing, but no such waiver will extend to any
subsequent or other Event of Default or impair any right consequent to it.

The holders of a majority in aggregate principal amount of Bonds outstanding may direct
the time, method and place of conducting any proceeding for any remedy available to the Trustee
or of exercising any trust or power conferred on it.

An owner of a Bond may not pursue any remedy with respect to the Indenture or the
Bonds unless (a) the owner gives the Trustee notice stating that an Event of Default is
continuing, (b) the owners of at least 25% in aggregate principal amount of the outstanding
Bonds make a written request to the Trustee to pursue the remedy, (c) such owner or owners
offer to the Trustee indemnity satisfactory to the Trustee against any loss, liability or expense,
and (d) the Trustee does not comply with the request within 60 days after receipt of the request
and the offer of indemnity,

Supplemental Indentures

The Issuer and the Trustee may, without the consent of, or notice to, any of the
Bondholders, enter into such indenture or indentures supplemental to the Indenture as shall not
be inconsistent with the terms and provisions thereof

(a)  tocure any ambiguity, defect or omission in the Indenture, or otherwise amend

the Indenture, in such manner as shall not in the opinion of the Trustee impair the
security under the Indenture;
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to grant to or confer upon the Trustee for the benefit of the Bondholders any
additional rights, remedies, powers or authorities that may lawfully be granted to
or conferred upon the Bondholders or the Trustee;

to evidence any succession to the Issuer and the assumption by its successor of the
covenants, agreements and obligations of the Issuer under the Indenture, the
Agreement and the Bonds, to add additional covenants of the Issuer, or to
surrender any right or power therein conferred upon the Issuer;

to subject to the pledge of the Indenture additional revenues, properties, or
collateral, which may be accomplished by, among other things, entering into
instruments with the Company and/or other persons providing for further security,
covenants, limitations or restrictions for the benefit of the Bonds;

to modify the Indenture to permit qualification under the Trust Indenture Act of
1939, as amended, or any similar statute at the time in effect;

to amend any provision pertaining to matters under federal income tax laws,
including Section 148(f) of the Code;

to authorize different authorized denominations of the Bonds and to make
correlative amendments and modifications to the Indenture regarding
exchangeability of Bonds of different authorized denominations, redemptions of
portions of Bonds of particular authorized denominations and similar amendments
and moedifications of a technical nature;

to increase or decrease the number of days specified for the giving of notices of
mandatory tender and to make corresponding changes to the period for notice of
redemption of the Bonds; provided, that no decreases in any such number of days
will become effective except while the Bonds bear interest at a Daily Rate, a
Two-Day Rate or a Weekly Rate and until 30 days after the Trustee has given
notice to the owners of the Bonds;

to provide for an uncertificated system of registering the Bonds or to provide for
the change to or from a Book-Entry System for the Bonds;

to evidence the succession of a new trustee or the appointment by the Trustee or
the Issuer of a co-trustee;

to make any change related to the Bonds that does not materially adversely affect
the rights of any Bondholder;

prior to, or concurrently with, the conversion of the Bonds to an Auction Rate
Period, to make any change appropriate or necessary with respect to the
procedures, definitions or provisions in the Indenture or in Exhibit B attached to
the Indenture related to the Auction Mode Rate in order to provide for or facilitate
the marketability of Bonds in the Auction Mode Rate; and
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(m) tomake any other changes to the Indenture that take effect as to any or all
remarketed Bonds following a mandatory tender.

The Indenture also provides that the owners of not less than a majority in aggregate
principal amount of the Bonds outstanding shall have the right, from time to time, to consent to
and approve the execution by the Issuer and the Trustee of such other indenture or supplemental
indentures as shall be deemed necessary and desirable by the Issuer and the Trustee for the
purpose of modifying, altering, amending, adding to or rescinding, in any particular, any of the
terms or provisions contained in the Indenture or in any supplemental indenture; provided,
however, that nothing shall permit, without certain additional consents, (a) an extension of the
maturity date of the principal of or the interest on any Bond; (b) a reduction in the principal
amount of any Bond, the rate of interest thereon or any redemption premium; or (c) a reduction
in the aggregate principal amount of the Bonds required for consent to such supplemental
indenture or for actions related to amendments to the Agreement. A Favorable Opinion of Tax
Counsel is required for any supplement to the Indenture.

Discharge of the Indenture

If the whole amount of principal and interest due and payable on the Bonds has been
paid, or provision shall have been made for payment of the same, and if, at the time of such
payment, the Issuer shall have kept, performed and observed all the covenants and promises in
such Bonds and in the Indenture required or contemplated to be kept, performed and observed by
the Issuer or on its part on or prior to that time, then the Indenture shall be considered to have
been discharged in respect of such Bonds and such Bonds shall cease to be entitled to the lien of
the Indenture and such lien and all covenants, agreements and other obligations of the Issuer
thereunder shall cease, terminate, become void and be completely discharged as to such Bonds.

No Personal Liability of Issuer’s Officials

No covenant, stipulation, obligation or agreement of the Issuer contained in the Indenture
will be or be deemed to be a covenant, stipulation, obligation or agreement of any present or
future member, officer, agent or employee of the Issuer in other than his or her official capacity.
No member of the Issuer or official executing the Bonds, the Indenture, the Agreement or any
amendment or supplement to the Indenture or the Agreement will be liable personally on the
Bonds or be subject to any personal liability or accountability by reason of the issuance or
execution thereof.

Removal of Trustee

The Trustee may be removed by the owners of not less than a majority in principal
amount of Bonds at the time outstanding or by the Issuer and the Company so long as no Event
of Default has occurred and is continuing. The Trustee shall continue to serve as such until a
successor Trustee shall be appointed under the Indenture and has accepted such appointment.
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UNDERWRITING

Subject to the terms and conditions set forth in a Bond Purchase Agreement to be entered
into between the Issuer and the Underwriters, the Underwriters have agreed to purchase the
Bonds at a purchase price of 100% of the principal amount thereof. Under the terms and
conditions of the Bond Purchase Agreement, the Underwriters are committed to take and pay for
all of the Bonds if any are taken. The Company has agreed to pay the Underwriters $397,250 as
compensation and to reimburse the Underwriters for their reasonable expenses.

The Issuer has been advised by the Underwriters that the Bonds may be offered and sold
to certain dealers (including dealers depositing Bonds into investment trusts) and others at prices
lower than the public offering price set forth on the cover page of this Official Statement. After
the Bonds are released for sale to the public, the public offering price and other selling terms
may from time to time be varied by the Underwriters.

In connection with this offering and in compliance with applicable law and industry
practice, the Underwriters may overallot or effect transactions which stabilize, maintain or
otherwise affect the market price of the Bonds at levels above those which might otherwise
prevail in the open market, including by entering stabilizing bids. A stabilizing bid means the
placing of a bid, or the effecting of any purchase, for the purpose of pegging, fixing or
maintaining the price of a security. In general, purchases of a security for the purpose of
stabilization could cause the price of the security to be higher than it might be in the absence of
such purchases.

Neither the Issuer, the Company nor the Underwriters make any representation or
prediction as to the direction or magnitude of any effect that the transactions described above
may have on the price of the Bonds. In addition, neither the Issuer, the Company nor the
Underwriters make any representation that the Underwriters will engage in such transactions or
that such transactions, once commenced, will not be discontinued without notice.

Pursuant to an Inducement Letter, the Company has agreed to indemnify the
Underwriters and the Issuer against certain civil liabilities, including liabilities under the federal
securities laws, or contribute to payments that the Underwriters or the Issuer may be required to
make in respect thereof.

The Underwriters and/or certain of their affiliates may engage in transactions with, and
from time to time have performed services for, the Company in the ordinary course of business.

CONTINUING DISCLOSURE AGREEMENT

The Company will agree to deliver certain continuing disclosure information satisfying
the requirements of Rule 15¢2-12 (“Rule”) under the 1934 Act. Any holder of an outstanding
Bond, directly or through the Trustee, may specifically enforce the Company’s disclosure
obligations, but any breach by the Company of this undertaking pursuant to the Rule will not
constitute an Event of Default under the Agreement or the Indenture,
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TAX EXEMPTION

In the opinion of Squire, Sanders & Dempsey L.L.P., Bond Counsel, under existing law:
(i) interest on the Bonds is excluded from gross income for federal income tax purposes under
Section 103(a) of the Code, except for interest on any Bond for any period during which it is
held by a “substantial user* or a “related person” as those terms are used in Section 147(a) of the
Code; (ii) interest on the Bonds is not an item of tax preference under Section 57 of the Code for
purposes of the federal alternative minimum tax imposed on individuals and corporations; and
(iii) interest on, and any profit made on the sale, exchange or other disposition of, the Bonds are
exempt from the Ohio personal income tax, the Ohio commercial activity tax, the net income
base of the Ohio corporate franchise tax, and municipal, school district and joint economic
development district income taxes in Ohio. Bond Counsel will express no opinion as to any
other tax consequences regarding the Bonds.

The opinion on tax matters will be based on and will assume the accuracy of certain
representations and certifications, and continuing compliance with certain covenants, of the
Issuer and the Company contained in the transcript of proceedings and that are intended to
evidence and assure the foregoing, including that the Bonds are and will remain obligations the
interest on which is excluded from gross income for federal income tax purposes. Bond Counsel
will not independently verify the accuracy of the Issuer’s and the Company’s certiftcations and
representations or the continuing compliance with the Issuer’s and the Company’s covenants.

The opinion of Bond Counsel is based on current legal authority and covers certain
matters not directly addressed by such authority. It represents Bond Counsel’s legal judgment as
to exclusion of interest on the Bonds from gross income for federal income tax purposes but is
not a guaranty of that conclusion. The opinion is not binding on the Internal Revenue Service
(“IRS™) or any court. Bond Counsel expresses no opinion about (i) the effect of future changes
in the Code and the applicable regulations under the Code or (ii) the interpretation and the
enforcement of the Code or those regulations by the IRS,

The Code prescribes a number of qualifications and conditions for the interest on state
and local government obligations to be and to remain excluded from gross income for federal
income tax purposes, some of which require future or continued compliance after issuance of the
obligations. Noncompliance with these requirements by the Issuer or the Company may cause
loss of such status and result in the interest on the Bonds being included in gross income for
federal income tax purposes retroactively to the date of issuance of the Bonds. The Company
and the Issuer have each covenanted to take the actions required of it for the interest on the
Bonds to be and to remain excluded from gross income for federal income tax purposes, and not
to take any actions that would adversely affect that exclusion. After the date of issuance of the
Bonds, Bond Counsel will not undertake to determine (or to so inform any person) whether any
actions taken or not taken, or any events occurring or not occurring, or any other matters comtng
to Bond Counsel’s attention, may adversely affect the exclusion from gross income for federal
income tax purposes of interest on the Bonds or the market value of the Bonds.

Although a portion of the interest on certain tax-exempt obligations earned by certain
corporations may be included in the calculation of adjusted current earnings for purposes of the
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federal corporate alternative minimum tax, interest on certain tax-exempt obligations issued in
2009 and 2010, including the Bonds, is excluded from that calculation. Interest on the Bonds
may be subject to a federal branch profits tax imposed on certain foreign corporations doing
business in the United States and to a federal tax imposed on excess net passtve income of
certain S corporations.

Under the Code, the exclusion of interest from gross income for federal income tax
purposes may have certain adverse federal income tax consequences on items of income,
deduction or credit for certain taxpayers, including financial institutions, certain insurance
companies, recipients of Social Security and Railroad Retirement benefits, those that are deemed
to incur or continue indebtedness to acquire or carry tax-exempt obligations, and individuals
otherwise eligible for the earned income tax credit. The applicability and extent of these and
other tax consequences will depend upon the particular tax status or other tax items of the owner
of the Bonds. Bond Counsel will express no opinion regarding those consequences.

Payments of interest on tax-exempt obligations, including the Bonds, are generally
subject to IRS Form 1099-INT information reporting requirements. If a Bond owner is subject to
backup withholding under those requirements, then payments of interest will also be subject to
backup withholding. Those requirements do not affect the excludability of such interest from
gross income for federal income tax purposes.

Legislation affecting tax-exempt obligations is regularly considered by the United States
Congress, and may also be considered by the Ohio legislature. Court proceedings may also be
filed the outcome of which could modify the tax treatment of obligations such as the Bonds.
There can be no assurance that legislation enacted or proposed, or actions by a court, after the
date of issuance of the Bonds will not have an adverse effect on the tax status of interest or other
income on the Bonds or the market value of the Bonds.

Prospective purchasers of the Bonds should consult their own tax advisers regarding
pending or proposed federal and Ohio tax legislation and court proceedings, and prospective
purchasers of the Bonds at other than their original issuance at the price indicated on the cover of
this Official Statement should also consult their own tax advisers regarding other tax
considerations such as the consequences of market discount, as to all of which Bond Counsel
expresses no opinion.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the
Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Issuer, the
Company or the beneficial owners regarding the tax status of interest on the Bonds in the event
of an audit examination by the IRS, The IRS has a program to audit tax-exempt obligations to
determine whether the interest thereon is includible in gross income for federal income tax
purposes. Ifthe IRS does audit the Bonds, under current IRS procedures, the IRS will treat the
Issuer as the taxpayer and the beneficial owners of the Bonds will have only limited rights, if
any, to obtain and participate in judicial review of such audit. Any action of the IRS, including
but not limited to selection of the Bonds for audit, or the course or result of such audit, or an
audit of other obligations presenting similar tax issues, may affect the market value for the
Bonds.
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LEGAL MATTERS

Certain legal matters relating to the authorization and validity of the Bonds will be
subject to the approving opinion of Squire, Sanders & Dempsey L.L.P., Cleveland, Ohio, Bond
Counsel, which will be fumished at the expense of the Company upon delivery of the Bonds, in
substantially the form set forth as Appendix B (the “Bond Opinion™)., The Bond Opinion will be
limited to matters relating to authorization and validity of the Bonds and to the tax-exempt status
of interest thereon as described in the section TAX EXEMPTION. Bond Counsel has not been
engaged to investigate the financial resources of the Company or its ability to provide for
payment of the Bonds, and the Bond Opinion will make no statement as to such matters or as to
the accuracy or completeness of this Official Statement or any other information that may have
been relied on by anyone in making the decision to purchase Bonds.

Certain legal matters will be passed upon by Thomas G. Berkemeyer, counsel for the
Company. Thomas G. Berkemeyer is Associate General Counsel of American Electric Power
Service Corporation, an affiliate of the Company. Certain legal matters, other than the validity
of the Bonds and the exclusion from gross income of interest thereon, will be passed upon by
Dewey & LeBoeuf LLP, New York, New York, counsel for the Underwriters. Certain legal
matters will be passed on for the Issuer by its counsel, Forbes, Fields & Associates Co., L.P.A.
Squire, Sanders & Dempsey L.L.P. and Dewey & LeBoeuf LLP each act as counsel to certain
affiliates of the Company for some matters.

The various legal opinions to be delivered concurrently with the delivery of the Bonds
express the professional judgment of the attomeys rendering the opinions as to the legal issues
explicitly addressed therein. In rendering a legal opinion, the attorney does not become an
insurer or guarantor of the expression of professional judgment, of the transaction opined upon,
or of the future performance of the parties to the transaction, nor does the rendering of an opinion
guarantee the outcome of any legal dispute that may arise out of the transaction.

MISCELLANEOUS

The attached Appendices (including documents incorporated by references therein) are an
integral part of the Official Statement and must be read together with all of the balance of this
Official Statement.

The Issuer does not assume any responsibility for the matters contained in this Official
Statement other than information under THE ISSUER. All findings and determinations by the
Issuer relating to the issuance and sale of the Bonds are, and have been, made by the Issuer for
its own intemal uses and purposes in performing its duties under Chio law.
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APPENDIX A
OHIO POWER COMPANY

The Company is a public utility engaged in generating, purchasing, transmitting,
distributing and selling electricity in Ohio. Its principal executive office is I Riverside Plaza,
Columbus, Ohio 43215 and the telephone number is (614) 716-1000. The Company is a
subsidiary of American Electric Power Company, Inc. (AEP) and is a part of the AEP integrated
utility system.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities Exchange Act
of 1934 (1934 Act) and in accordance therewith files reports and other information with the
Securities and Exchange Commission (SEC). Such reports and other information may be
inspected and copied at the public reference room maintained by the SEC at 100 F Street, N.E.,
Washington, D.C. 20549. Copies of such material can be obtained from the Public Reference
Section of the SEC, Washington, D.C. 20549 at prescribed rates. The SEC may be contacted at
1-800-SEC-0330 for information on the public reference room. The SEC maintains a web site at
http://www.sec,gov containing reports, proxy and information statements and other information
regarding registrants that file electronically with the SEC, including the Company. Certain of the
Company’s securities are listed on the New York Stock Exchange, Inc., where reports,
information statements and other information concerning the Company may also be inspected.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents filed with the SEC by the Company pursuant to the 1934 Act
are incorporated by reference in this Appendix A and made a part of this Official Statement:

¢ The Company’s Annual Report on Form 10-K for the year ended December 31, 2009,
and

e The Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2010,

All documents subsequently filed by the Company with the SEC pursuant to Sections
13(a), 13(c), 14 or 15(d) of the 1934 Act subsequent to the date of this Official Statement and
prior to the termination of the offering of the securities offered by this Official Statement are to
be incorporated by reference in this Appendix A and to be a part of this Official Statement from
the date such documents are filed.

Any statement contained in a document so incorporated or deemed to be incorporated
shall be deemed to be modified or superseded for purposes of this Official Statement to the
extent that a statement contained herein or in any other subsequently filed document which is
deemed to be so incorporated modifies or supersedes such statement. Any such statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this Appendix A.
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The Company will provide without charge to each person to whom a copy of this Official
Statement has been delivered, on the written or oral request of any such person, a copy of any or
all of the documents described above which have been incorporated by reference in this
Appendix A, other than exhibits to such documents. Written requests for copies of such
documents should be addressed to Financial Reporting, American Electric Power Service
Corporation, 1 Riverside Plaza, Columbus, Ohio 43215 (telephone number: 614-716-1000). The
information relating to the Company contained in this Appendix A does not purport to be
comprehensive and should be read together with the information contained in the documents
incorporated by reference.

RISK FACTORS

Investing in the Bonds involves risk. Please see the risk factors described in the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2009, and the
Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2010, which are
incorporated by reference in this Official Statement. Before making an investment deciston, you
should carefully consider these risks as well as other information contained or incorporated by
reference in this Official Statement. The risks and uncertainties described are those presently
known to the Company. Additional risks and uncertainties not presently known to the Company or
that the Company currently deems immaterial may also impair the Company’s business operations,
the Company’s financial results and the value of the Bonds.

RATIO OF EARNINGS TO FIXED CHARGES

The Ratio of Earnings to Fixed Charges for each of the periods indicated is as follows:

Twelve Months Period Ended Ratio
December 31, 2005 4.08
December 31, 2006 3.39
December 31, 2007 345
December 31, 2008 2.65
December 31, 2009 3.72
March 31, 2010 4.03

The Ratio of Earnings to Fixed Charges for the three month period ended March 31, 2010
was 4.38. For the purposes of calculating the Ratio of Earnings to Fixed Charges, “earnings”
represents income before income taxes, extraordinary items, and cumulative effect of accounting
changes, plus fixed charges. “Fixed charges” consist of interest expense, amortization of debt
issuance costs, and the portion of operating rental expense which management believes is
representative of the interest within rental expense.

For current information on the Ratio of Earnings to Fixed Charges, please see the
Company’s most recent Form 10-K and 10-Q. See Available Information.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The consolidated financial statements incorporated by reference in this Offering
Statement from the Ohio Power Company Annual Report on Form 10-K for the year ended
December 31, 2009 have been audited by Deloitte & Touche LLP, an independent registered
public accounting firm, as stated in their report incorporated by reference herein (which report
expresses an unqualified opinion and includes an explanatory paragraph relating to the adoption
of a new accounting pronouncement).
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APPENDIX B

PROPOSED FORM OF OPINION OF BOND COUNSEL

We have examined the transcript of proceedings (the “Transcript”) relating to the
issuance by the Ohio Air Quality Development Authority (the “Issuer”) of $79,450,000
principal amount of State of Ohio Air Quality Revenue Refunding Bonds (Ohio Power Company
Project), Series 2010A (the “Bonds”). The Bonds are being issued for the purpose of making a
loan to assist Ohio Power Company (the “Company”) in the refunding of $79,450,000 State of
Ohio Air Quality Revenue Bonds (Ohio Power Company Project), Series 2008A, previously
issued to assist the Company in financing of a portion of the costs of acquiring, constructing and
installing certain solid waste disposal facilities comprising “air quality facilities” as defined in
Section 3706.01 of the Ohio Revised Code, as more particularly described in the Indenture of
Trust dated as of May 1, 2010 (the “Indenture™) between the Issuer and U.S. Bank National
Association, as trustee (the “Trustee™), and in the Loan Agreement dated as of May 1, 2010 (the
“Agreement”) between the Issuer and the Company. We have also examined executed
counterparts of the Indenture and the Agreement and a conformed copy of an executed Bond.

Based on such examination, we are of the opinion that, under the law existing on the date
of this opinion:

L. The Bonds, the Indenture and the Agreement are legal, valid, binding and
enforceable in accordance with their respective terms, except that the binding effect and
enforceability thereof are subject to bankruptcy laws and other laws affecting creditors’ rights
and to the exercise of judicial discretion.

2. The Bonds constitute special obligations of the State of Ohio, and the principal of
and interest on the Bonds and the purchase price of the Bonds (collectively, “debt charges™) are
payable solely from the revenues and other moneys assigned by the Indenture to secure those
payments. Those revenues and other moneys include the payments required to be made by the
Company under its promissory note (the “Note™) delivered to the Issuer, and irrevocably
assigned by the Issuer to the Trustee, all pursuant to the Agreement. The Bonds do not constitute
a debt or pledge of the faith and credit of the Issuer or the State of Ohio or any political
subdivision thereof, and the holders or owners thereof have no right to have taxes levied by the
General Assembly of the State of Ohio or any political subdivision of the State of Ohio for the
payment of debt charges.

3. The interest on the Bonds is excluded from gross income for federal income tax
purposes under Section 103(a) of the Interna! Revenue Code of 1986, as amended (the “Code“),
except interest on any Bond for any perrod during which it is held by a “substantial user” or a
“related person” as those terms are used in Section 147(a) of the Code. Interest on the Bonds is
not an item of tax preference under Section 57 of the Code for purposes of the alternative
minimum tax imposed on individuals and corporations. The interest on the Bonds, and any
prof'lt made on their sale, exchange or other disposition, are exempt from the Chio personal
income tax, the Ohio commercial activity tax, the net income base of the Ohio corporate
franchise tax, and municipal, school district and joint economic development district income
taxes in Ohio. We express no opinion as to any other tax consequences regarding the Bonds.
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Under the Code, interest on the Bonds is excluded from the calculation of a corporation’s
adjusted current earnings for purposes of the corporate alternative minimum tax, but interest on the
Bonds may be subject to a branch profits tax imposed on certain foreign corporations doing
business in the United States and to a tax imposed on excess net passive income of certain S
corporations.

In giving the foregoing opinion, we have assumed and relied upon compliance with the
covenants of the Issuer and the Company and the accuracy, which we have not independently
verified, of the representations and certifications of the Issuer and of the Company contained in
the Transcript. The accuracy of certain of those representations and certifications, and
compliance by the Issuer and the Company with certain of those covenants, may be necessary for
the interest on the Bonds to be and to remain excluded from gross income for federal income tax
purposes. Failure to comply with certain requirements with respect to the Bonds subsequent to
the issuance of the Bonds could cause the interest on the Bonds to be included in gross income
for federal income tax purposes retroactively to their date of issuance. We have also assumed for
purposes of this opinion (i) the due authorization, execution and delivery by, and the binding
effect upon and enforceability against, the Trustee of the Indenture and (ii) the due authorization,
execution and delivery by, and the binding effect upon and enforceability against, the Company
of the Agreement and the Note.

Respectfully submitted,
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TWO NEW ISSUES - BOOK ENTRY

In the opintan of Bond Counsel, under existing law and subject to the conditions described under the captian TAY MATTERS herein, interest on
the Bands (2} will not be included in gross income for federal income tax purposes, except when held by a “substantial user™ of the Project ar a
“related person™ within the meaning af Sectian 103(b)Xt3) of the Internat Revenua Code of 1954, as amended, and (b) will not be an item of tax
preference for purposes of the federal aitemative minimum income tax imposed on individuals, carporntions and other taxpayers, provided,
however, that with respect to carporations {as defined for federal income tax purposes) subject to the aliernative mimmum income tax, imerest an
the Series 2009 B Bonds {defincd herein) is taken into account in determining adjusted current eamings for purposes of computing such tax. Bond
Counse] expresses no opimon ps 12 whether interest on the Series 2009 A Bonds (defined herem) is to be taken into account in determining
adjusted current eamings for tha purposes af camputing the aitemative minimum income tax imposed upon certun corporatians In the apiion al
Bond Caunsel, such interest will be exempt from all taxation by the Stata of Indiana, except the State inhentance tax and the Stata financiat
institutions tax. A holder may be subject to other federal tax consequences as described under the captian TAX MATTERS herem

$50,000,000
City of Rockport, Indlana
Pollution Control Revenue Refunding Bonds
{Indlona Michlgan Power Company Project),
Series 2009 A (Non-AMT)

Interest to aceruc from date of 1ssuance Due. June 1,2025

$50,000,000
Clty of Rockport, Indlana
Poliution Control Revenae Refunding Bonds
{Indiana Michigan Power Compaay Project),
Serles 2009 B (Non-AMT)

Interest to sccrue from date of fssuance Due June 1,2025

Each series of bonds (the *Bonds™) are limited obligations of tha City of Rockport, Indiana {the “Issuer™ or the “City™), or any
politicat subdjvision thereaf The Bonds are iimited obiigations of the City of Rockport, Indiana, and do not canstitute a debt, or 8 pledge
of the faith and credit, of the City or the State of Indiana or any pofitical subdivision thereof, and the hoiders of the Bonds have no nght te
have taxes tevied by the State of Indiana o any politicat subdivision of the State of Indiana, including the Issuer, for the payment of the
principal or purchase price of or interest on the Bonds  The Bonds aro payable solely from, and secured by a pledge of, payments to be
made to the Issuer under the Terms of, for each series, an Agreement of Sale between the City and

INDIANA MICIIIGAN POWER COMPANY

The Series 2009 A Bonds wiil bear interest at the rate of 6 25% per annum beginning on the date of originat issuance until Juno
2, 2014, the date on which they are subject to mandatory tender for purchase  The Serics 2009 B Bands will bear interest at the rate of
625% per annum beginning on the date oforiginal issuance until June 2, 2014, the date on which they ara subject to mandatory tender for
purchase Interest on the Bonds will be payable semi-annually in arrears on cach June 1 and December 1 of cach year, commencing on
June 1, 2009, and on the date on which the Bands are subject to mandatory tender for purchase  Prior to June 2, 2014, the Bonds will not
be subject to optionat redemptian but will be subject to extraordinary optianal redemption as descnbed under THE BONDS — Redemption

The Bonds will be issued as fully registered bonds and will be registered initially in the name of Cede & Co , a3 registered
owner and nominee for The Depository Trust Company, New York, New York (“DTC*} DTC acts as a securitics depository for the
Bonds. The Bonds will be issued in denominations of $5,000 and integra! muitiples thereof. Except under the limited circumstances
described herein, Beneficiat Owners of book-entry interests in the Bonds will not receive certificates representing their interests
Payments of principal or purchase price of and premium, if any, and interest on the Bonds will be mede through DTC and disbursements
of such payments to Beneficial Owners will be the responsibility of DTC end its Perticipants (sce THE BONDS = Book-Entry Only System
herein). Barclays Capitat Inc. (“Barctays™ will act as underwriter far the Series 2009 A Bonds Wachovia Bank, Natianal Association
(“Wachovia™ and, together with Barclays, the “Underwniters™) will act as underwnter for the Series 2009 B Bonds Wells Fargo Bank,
N A. wiil act as Trustee and as Paying Agent for the Bonds

PRICE: 100%

This cover page contains limited information for quick reference only and is not a summary of this Officiat Statement.
Investors should read the entire O fficial Statement to obtain information essentiat to the making ofan informed investment decision

The Bonds are offered, subject to prior sale, when, as and if issued and received by the Underwniters, subject to the approvat of
their validrty by Baker & Danicls LLP, tndianapelis, Indiana, Bond Counsel, as described herein, and certain other conditions  Certain
legal matters, other than the vahidity of the Bonds and the exclusion from gross income for federal incoma tax purpases af interest thereon,
will be passed on for the Underwriters by their counsel, Dewey & LeBocuf LLP, New York, New York, and for Indizna Michigan Power
Company (the “Company™) by its intemal counsel Delivery af the Bonds in book-entry-only form is expected on or about March 26,
2009, through the facilities of DTC in New York, New York, against payment there for

BARCLAYS CAPITAL Wachovia Securities
(SERIES 2009A) (Series 20098)

Dated: March 18, 2009
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The Information contained in this Official Statement (the “Official Statement™) has been obtained from the City, the
Company, DTC and other sources which are deemed reliable. No representation or warranty is made, however, as to the
accuracy or completeness of such information, and nothing contained in this Official Statement is, or shall be relied on s, a
promise or representation by the City or the Underwriters.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The Underwriters
have reviewed the information in this Official Statement in accordance with, and as part of, their responsibilities to investors
under the federal securities laws as applied to the facts and circumstances of this transaction, but they do not guarantee the
accuracy or completeness of such information.

This Official Statement is submitted in connection with the sale of the securities referenced herein, and may not be
reproduced or be used, in whole or in part, for any other purposes. The delivery of this Official Statement at any time does
not imply that the information herein is correct as of any time subsequent to its date,

No dealer, salesperson or any other person has been authorlzed by the Company, the Clty or the
Underwrlters to glve any information or to make any representations other than as contalned In this Officiai
Statement In connection with the offering described hereln and, If given or made, such other information or
representation must not be retled upon as haviag been authorized by any of the foregoing. Thls Officlal Statement
does not constitute an offer of any securltles, other than those described on the cover page, or an offer to seil or a
solicttation of an offer to buy In any jurlsdiction in which it is unlawful 1o make such offer, solicitation or sale.

Although the City has consented lo the use of this Official Statement in connection with the marketing of the Bonds,
the City has not particlpated in the preparation of this Official Statement and, except for the information appearing herein
under the caption THE CITY OF ROCKPORT makes no representation as to its adequacy or accuracy.

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS THAT STABILIZE,
MAINTAIN OR OTHERWISE AFFCCT THE PRICE OF THE BONDS, INCLUDING ENTERING STABILIZING BIDS. FOR A
DESCRIPTION OF THESE ACTIVITIES, SEE UNDERWWRITING BELOW,

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE ISSUE
AND TIE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES 1IAVE NOT
BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED TIHE
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

TABLE OF CONTENTS
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OFFICIAL STATEMENT

$50,000,000
City of Rockport, Indiana
Pollution Control Revenue Refunding Bonds
(Indiana Michigan Power Company Project)
Series 2009 A

$50,000,000
City of Rockport, Indiana
Pollution Control Revenue Refunding Bonds
(Indiana Michigan Power Company Project)
Series 2009 B

INTRODUCTION

This Official Statement of the City of Rockport, Indiana (the “City” or the “Issuer”) sets forth certain
information with respect to its $50,000,000 Poliution Control Revenue Refunding Bonds (indiana Michigan Power
Company Project) Series 2009 A (the “Serics 2009 A Bonds™) and its $50,000,000 Poliution Control Revenue
Refunding Bonds (Indiana Michigan Power Company Project) Series 2009 B (the “Series 2009 B Bonds™ and
together with the Series 2009 A Bonds, the “Bonds™).

The Bonds will be issued under and pursuant to an Indenture of Trust dated as of December I, 1984 (the
“Original Indenture™), as suppicmented by ten supplementai indentures, including a Ninth Supplemental Indenture
of Trust, dated as of March I, 2009 (the “Ninth Supplemental Indenture”) relating lo the Series 2009 A Bonds and a
Tenth Supplemental Indenture of Trust, dated as of March 1, 2009 (the “Tenth Supplemental Indenture™) relating to
the Series 2009 B Bonds (the Original Indenture, as so supplemented for cach serics, being referred to herein as the
“Indenture™, between the City of Rockport and Wells Fargo Bank, N.A. (formerly Wells Fargo Bank Indiana,
N.A.), successor to Norwest Bank Indiana, N.A. (formerly Lincoln National Bank and Trust Company of Fort
Wayne), as successor trustes (the *Trustee™).

The Bonds will be issued as Refunding Bonds, pursuant to the terms of the Indenture, end wiil be secured
equally and ratably (except insofar as any guaranty, insurance policy, letter of credit, first mortgage bond ot other
collateral or instrument of credit enhancement provided by a person other than the City may afford additional sceurity for
the Pollution Control Bonds of any particular serics) with such of the City's $50,000,000 aggregate principal amount of its
Pollution Control Revenue Refunding Bonds (Indiana Michigan Power Company Project) Scries 1995 B (the “Series 1995
B Bonds"), the $50,000,000 aggregate principal amount of its Poltution Control Reverue Refunding Bonds (Indiana
Michigan Power Company Project) Series 2002 A (the “Series 2002 A Bonds™) and the $50,000,000 aggregate principal
amount of its Poliution Control Revenue Refunding Bonds (Indiana Michigan Power Company Project) Series 2006 A
(the “Serics 2006 A Bonds™), which were issued as Refunding Bonds under Scction 2.11 of the Original Indenture, as are
outstanding under the Indenture after the issuance of the Serics 2009 A Bonds and the Series 2009 B Bonds (the Series
1995 B Bonds, the 2002 A Bonds and the 2006 A Bonds and all other bonds (including the Bonds) fssued by the City and
at any one time outstanding under the Indenture being collectively referred to herein as the “Pollution Control Bonds™).
The proceeds derived from the sale of the Series 2009 A Bonds will be used by the City, together with other funds
supplied by the Company, to provide for principal and intcrest payments required for the payment, at their redemption on
March 26, 2009, of the $50,000,000 aggregate principal amount of the Serics 2006 A Bonds at the price of 100% of their
principal amount plus accrued interest. The proceeds derived from the salc of the Series 2009 B Bonds will be used by the
City, together with other funds supplicd by the Company, to provide for principal and interest payments required for the
payment, at their redemption on March 26, 2009, of the $50,000,000 aggregate principal amount of the Scrics 1995 B
Bonds at the price of 100% of their principal amourt plus accrued interest.

The proceeds from the initial issuance of the Serics 2006 A Bonds and the Series 1995 B Bonds were used
at the direction of the Company pursuant to an Agreement of Sale dated as of December 1, 1984, as herctofore
amended and as to be further amended by a Seventh Amendment to Agreement of Sale and an Eighth Amendment
to Agreement of Sale (collectively, the "Agreement”) to refund certain outstanding bonds of the Issuer. Those bonds
were Issued in connection with the refunding of obligations issued to pay a portion of the costs of the acquisition,
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construction, installation and equipping of certain air and water pollution abatement or control faciiities, including
sewage coiiection facilities and solid waste disposal facilities (the “Project”) at the Rockport Generating Station (the
*Plant") located near the City of Rockport, Indiana. Unit No. 1 of the Plant is owned one-half by the Company and
one-haif by AEP Generating Company, a corporation organized and existing under the laws of the State of Ohio and
qualified to do business as a foreign corporation under the laws of the State of Indiana ("AEGCo"). Unit No. 2 of
the Piant Is leased one-half by the Company and one-half by AEGCo. The Project has been completed and the Plant
has been placed in eommercial operation.

The payments required to be made by the Company under the Agreement are designed to be sufficient to
enable the City to pay when due and payable (i) the interest on the Pollution Control Bonds, (ii) the principal amount of
the Poilution Control Bonds payable at the time of the respective stated maturities of the Pollution Control Bonds, and
(iii) amounts payable in connection with any mandatory redemption of the Pollution Control Bonds. The Bonds will be
secured, as are all Pollution Control Bonds, by an assignment by the City of the Agreement, and its rights to funds due
and to become due thereunder (except for payments of expenses of the City and its rights to indemnification in certain
instances), to the Trustee for the benefitof the owners of the Pollution Control Bonds.

THE BONDS ARE LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SCLELY FROM TIHE
PAYMENTS TO BE RECEIVED BY THE ISSUER PURSUANT TC THE AGREEMENT (AS DESCRIBED
HEREIN). NEITHER THE CITY OF ROCKPORT, THE STATE OF INDIANA NOR ANY POLITICAL
SUBDIVISION THEREOF SHALL BE OBLIGATED TO PAY TIE PRINCIPAL OR PURCIIASE PRICE OF OR
INTEREST ON THE BONDS EXCEPT AS DESCRIBED IN THE PREVIOUS SENTENCE, AND NEITHER THE
FAITII AND CREDIT NOR ANY TAXING POWERS OF THE ISSUER, THE STATE OF INDIANA OR ANY
POLITICAL SUBDIVISION TIERECF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF,
PURCHASE PRICE FOR OR INTEREST ON THE BONDS. THE PRINCIPAL CR PURCHASE PRICE OF AND
INTEREST ON THE BONDS SHALL BE PAYABLE SOLELY FROM REVENUES DERIVED PURSUANT TO
THE AGREEMENT, AND FROM OTHER MONEYS PLEDGED UNDER TIHE INDENTURE. THE BONDS ARE
NOT AN INDEDBTEDNESS OR LIABILITY OF THE CITY, THE STATE OF INDIANA OR ANY POLITICAL
SUBDIVISION OF THE STATE OF INDIANA WITHIN THE MEANING OF ANY PROVISION OF THE
CONSTITUTION OR LAWS OF THE STATE OF INDIANA.

Brief descriptions and summaries of the City, the Bonds, the Project, the Agreement and the Indenture
foilow in this Official Statement. The deseriptions herein of the Agreement and the Indenture are qualified in their
entirety by reference to such documents, and the descriptions herein of the Bonds are qualified in their entirety by
reference to the forms thereof and the information with respeet thereto Inctuded in the aforesaid documents, copics
of which are availabic at the principal Indiana corporate trust office of the Trustee. Appendix A to this Officiai
Statement has been fumished by the Company and contains and incorporates by reference financial statements and
other information concerning the business of the Company.

Terms not otherwise defined herein shali have the meanings as set forth in the Indenture and the Agreement.
TIIE CITY OF ROCKPCRT

The City is a municipal corporation and political subdivision of the State of Indiana and is authorized under
Indiana Code 36-7-11.9 and 12 (collectively, the "Act") and Indiana Code 5-1-5 to issue the Bonds pursuant to the
Act and to acquire, construct, instali and equip the Project, to seli the Projeet to the Company, to refund the Series
1995 B Bonds and the Series 2006 A Bonds and to secure the Poilution Controi Bonds by a pledge of the payments
to be received by the City under the terms of the Agreement. To accompiish such actions, the City is authorized by
the Act to enter into the Agreement and the Indenture, The City has taken all necessary action required by the Act
and by Indiana Code 5-1-5 to be taken by the City in connection with the issuance of the Bonds, including the
adoption of its special ordinance dated March 2, 2009.

THE PROJECT

The air pollution control portion of the Project consists of high efficiency clectrostatie precipitators at the
Plant, together in each case with afl necessary hoppers, ductwork, piping and pump facilities, including foundations,
structural steel, improvements to a fly ash transport road owned in part by the Company, storage faciiitics,

2
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enclosures, electrical equipment, Instrumentation and other associated equipment, a stack, and a coal dust collection
and suppresslon system and other associated equipment. The Project also includes cooling tower systems
(consisting of cooling towers, basins, pumps, condensers, and tubes, electrical equipment, enclosures and other
related structural and mechanical equipment), and sewage and effluent collection, treatment, and disposal facllities
(consisting of foundations, pumping, piping, structures, electrical and mechanical equipment, controls and
accessories related thereto).

The electrostatic precipitator system facilities are required to remove fly ash from the boiler exhaust flue
gns, prior to its discharge to the atmosphere through the stack, and to transport such captured fly ash to new fly ash
storage and disposal facilities. The coal dust collection and suppression system Is required to control airborne coal
dust produced in several arcas of the Plant. The cooling tower systems are required to cool, by means of a natural
draft system, the circulating water for the Plant, The sewage and effluent coltection, treatment and disposal facilities
arc required to process liquid, solid and chemical wastes,

The Indiana Air Pollution Control Board and the Indiana Stream Pollution Control Board have certified that
the Project, as designed, Is in furtherance of the purpose of abating or controlling atmospheric pollutants or
contaminants and water pollution, as the case may be.

USE OF PROCEEDS

The City will cause the procceds received upon the sale of the Series 2009 A Bonds to be deposited in the
Bond Fund created by the Indenture, and together with other funds supplied by the Company, wilt be applicd to redeem
the Series 2006 A Bonds on March 26, 2009, The City will cause the proceeds received upon the sale of the Series
2009 B Bonds to be depusited in the Bond Fund created by the Indenture, and together with other finds supplied by the
Company, will be applicd to redeem the Series 1995 B Bonds on March 26, 2009,

TIIE BONDS

The Bonds and the interest thercon shalj be payable from the revenues and recelpts arising out of or in
connection with the Agreement. Neither the State of Indiana nor any political subdivision thereof, including the
City, shall be obligated to pay principal or purchase price of the Bonds or the Interest thercon or other costs incident
thereto except from the revenues and receipts referred to above, and neither the faith and credit nor the taxing power
of the State of Indiana or any political subdivision thereof, including the City, is pledged to the payment of principal
or purchase price of the Bonds, the interest thereon or other costs incident thereto,

General

The Bonds are being issued in fully registered form only in the aggregate amount set forth on the cover
page hereof. The Bonds initially will be dated as of their dates of issuance and will bear interest from such dates.
Each series of the Bonds will mature on June 1, 2025 (the “Maturity Date™). For the period beginning on the date of
issuance to June 2, 2014, the Series 2009 A Bonds will bear interest at the rate of 6.25% per annum, For the period
beginning on the date of issuance to June 2, 2014, the Series 2009 B Bonds will bear interest at the rate of 6.25% per
annum,

Interest on each series of the Bonds wil] be payable semi-annually in asrears on each June 1 and December | of
cach year, commencing on June I, 2009, and on the date on which such series of the Bonds are subject to mandatery
tender for purchase. The Series 2009 A Donds are subject to mandatory purchase on June 2, 2014. The Scries 2009 B
Bonds are subject to mandatory purchase on June 2, 2014,

Each scries of the Bonds will be initially issued in the Long-Term Interest Rate Determination Method.
Each series of the Bonds may subsequently be converted to bear interest at a Daily Rate, Weekly Rate, Commercial
Paper Rate, or Auction Mode Rate, or another Long-Term Interest Rate Perlod may be established, Subject to
certain conditions, the Bonds may be converted, from time to time, from any Interest Rate Determination Method
then in effect to any other Interest Rate Determination Method, THIS OFFICIAL STATEMENT DESCRIBES THE
TERMS AND CONDITICNS OF THE BONDS ONLY WHILE TIIEY BEAR INTEREST AT A LONG-TERM
INTEREST RATE.
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Beneficial inferests in the Bonds will initially be issued pursuant to a Book-Entry Only System (“Book-
Entry Only System™) maintained by The Depository Trust Company, New York, New York (*“DTC™), as described
below under the caption Book-Eniry Only System. Under the Indenture, the City may appoint a successor securities
depository to DTC. (DTC, together with any such successor securities depository, is hereinafter referred to as the
“Securities Depository”).  The following information is subject in its entirety to the provisions described below
under the caption Book-Entry Only System while the Bonds are in the Book-Entry Only System.

Form and Denomination of Bonds; Payments on the Bonds

General

The Bonds wili be issued only as fully registered bonds, without coupons, in denominations of $5,000 or any
integral multiple thereof (an “Authorized Denomination™). The Bonds will be registered in the name of Cede & Co,, as
registered owner and nominee of DTC. DTC acts as securities depository for the Bonds and individual purchases of
Bonds may be made in book-cntry form only. So long as the Bonds are in book-entry only form, purchasers of Bonds
will not receive certificates representing their interest in the Bonds purchased. So long as Cede & Co. Is the registered
owner of the Bonds, as nominee of DTC, references herein to the Bondholders or registered owners or holder shall
mean Cede & Co,, and shali not mean the Beneficial Owners (as defined below) of the Bonds.

So long as Cede & Co. is the registered owner of the Bonds, principal of and interest on the Bonds are payable
to Cede & Co,, as nominee for DTC, which will, in turn, remit such amounts to the DTC Participants {as defined
below) for subsequent disbursement to the Beneficial Owners. See - Book-Entry Only System below.

Wells Fargo Bank, N.A. has been appointed as Trustee and Paying Agent under the Indenture. The Principal
Office in Indiana of the Trustee and Paying Agent is located at 300 North Mcridian Street, Suite 1209, Indianapolis, IN
46204,

Neither the City nor the Trustce shali be required to make any transfer or exchange of any Bond during the
fifteen days prior to the mailing of a notice of Bonds selected for redemption or, with respect to a Bond, after such
Bond or any portion thercof has been selected for redemption. Registration of transfers and exchanges shall be
made without charge to the Bondholders, except that eny required taxes or other govemmental charges shall be paid
by the Bondholder requesting registration of transfer or exchange,

Interest

Each payment of interest shali include interest accrued through the day before such interest payment date,
Interest on the Bonds will be computed on the basis of a 360-day year consisting of twelve 30-day months,

All payments of interest on the Bonds will be paid to the registered hoiders thereof whose name appears on
the bond register kepl by the bond registrar as of the close of business on the fifteenth day of the cajendar month
immediately preceding the interest payment date (the “Record Date™) by check mailed by first-class mail on the
interest payment date to such holder’s registered address. A holder of $1,000,000 or more in principal amount of
Bonds may be paid interest by wire transfer in immediately available funds to an account in the continental United
States if the holder makes a written request of the Trustee (in form satisfactory to the Trustee) at lcast two Business
Days before the Recerd Date specifying the account address. The notice may provide that it will remain in efTect for
Iater interest payments until changed or revoked by enother written notice. When the Bonds are held in book-entry
only form, such payments will be made to DTC as record owner. Sce — Baok-Entry Only System below,
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Tender

Mandatory Tender

Principal of and acerued interest on the Series 2009 A Bonds will be payable upon mandatory tender of the
Series 2009 A Bonds on June 2, 2014. Principal of and accrued interest on the Series 2009 B Bonds will be payabie
upon mandatery tender of the Series 2009 B Bonds on June 2, 2014. The Company is obligated te pay the Purchase
Price of the Bonds tendered to the extent that remarketing proceeds are not available to pay such purchase price. Ne
other source of payment of such Purchase Price is being provided.

Redemption
The Bonds are subject to redecmption as described below:

Optional Redemption. Except as described under the caption Extraordinary Optional Redemption, the
Series 2009 A Bonds are not redecmable at the aption of the Issuer or the Company prier to June 2, 20i4.

Except as described under the caption Extraordinary Optional Redemption, the Series 2009 B Bonds are
not redeemable at the option of the Issuer or the Company prior to June 2, 2014,

iop. The Bonds are subject to redemption by the City in whole, or in part, at
a redemption price of 100% of the principal amount thereof, plus accrucd intcrest to the redemption date, in the event
the Company exercises its oplion to prepay the entire purchase price of the Project and cancel or terminate the
Agreement, or to prepay the purchase price of the Project in part, upon the occurrence of any of the foilowing:

(2) Unreasonable burdens or excessive liabifitics are imposed upon the City or the Company
with respect to the Project, the Plant, or the operation of the Project or the Plant, including taxes not imposed
on October I, 1984 and economic, technological or other changes making the continued operation of the Plant
unecoenomical in the opinion of the Company’s Board of Directors;

(b) The Project or a portion thereof or &1l or a portion of the Plant is damaged or destroyed to
such an extent that the Company deems it not practicable and desirable to rebuild, repair and restore the
Project or the Plant, as the case may be;

{c) The condemnation or taking by eminent domain of all or substantially all of the Project or
all or a portion of the Plant so as to render the Project unsatisfactory to the Company for its intended use; or

(@ Operation of the Plant [s enjoined and the Cempany decides to discontinue operation thereof.
Notice of Redemption

Whenever Bonds are to be redeemed, the Trustee shall give notice of redemption by mailing a copy of the
redemption notice to the registered owner of each Bond to be redcemed, at least 30 days prior to the redemption date,
as provided in the Indenture,

During the perlod that DTC or the DTC nominee Is the registered holder of the Bonds, the Trustee wiil
not be responsible for mailing notices of redemptien, or other natices described herein, to the Beneficial Owners
of the Bonds. See The Bonds—Book-Entry Only System.

Boo%-Entry Only System

DTC, the worid’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, & “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, & “clearing corporation™ within the meaning of the New York Uniform Commercial Codc,
and a “clearing agency” registered pursuant to the provisions of Section I7A of the Sccurities Exchange Act of

5
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1934, as amended (*1934 Act”). DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non
U.S. equity issues, corporate and municipai debt issues, and money market instruments from over 100 countries that
DTC's participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settiement among
Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized
book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical
movement of securitics certificates. Direct Participants include both U.S. and non U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly owned
subsidiary of The Depository Trust & Clearing Corporation (*DTCC”). DTCC is the hoiding company for DTC,
National Securities Clearing Corporation and Fixed Income Ciearing Corporation, all of which are registered
clearing agencics, DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available 1o others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust compenies and
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly
or indirectly (“Indirect Participants”, and fogether with Direct Paricipants, “Participants”). The DTC Rules
appiicable to DTC and its Participants are on file with the SEC. More information can be found at www.dicc.com
and www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which wili
reccive a credit for the Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond
(“Beneficial Owner”) Is in turn to be recorded on the Direct and Indirect Participants® records. Deneficial Owners
will not receive written confirmation from DTC of their purchase, but Beneficial Owners are expected fo reccive
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
Direct or Indircet Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership Interests in the Bonds are to be accomplished by entrics made on the books of Participants acting on
behalf of Beneficlal OQwners. Beneficial Owners will not receive certificates representing their ownership Interests
in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subscquent transfers, all Bends deposited by Direct Participants with DTC are registered In the
name of DTC’s partnership nominee, Cede & Co. or such other name as may be requested by en euthorized
representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such
other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Bonds; DTC"s records reflect onty the identity of the Direct Participants to whose accounts
the Bonds are credited, which may or may not be the Beneficial Owners, The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers,

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements amoeng them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds are being redeemed, DTC's practice
is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vole with respect to the Bonds, unless authorized by a Direct
Participant in accordance with DTC’s procedures. Under its usual procedurcs, DTC maiis an Omnibus Proxy to the
Issuer as soon as possible afer the applicable record date. The Omnibus Proxy assigns Cede & Co.’s consenting or
voting rights to those Direct Participants to whose accounts the Bonds are credited on such record date (identified in
a listing attached to the Omnibus Proxy).

Redemption proceeds and prineipal and intercst payments on the Bonds wili be made to Cede & Co. or
such other nomince as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detailed information from the Issuer or the
Trustee, on the payable date in accordance with their respective hoidings shown on DTC's records, Payments by
Participants to Beneficial Owners will be govemed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name™, and will be the
responsibility of such Participants end not of DTC, the Trustee or the Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds and principal, premium, if
any, and interest payments to Cede & Co. or such other nominee as may be requested by an authorized
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representative of DTC is the responsibility of the Issuer or the Trustee, disbursement of such payments fo Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time
by giving reasonable notice to the Issuer or the Trustee. Under such circumstances, in the event that a successor
securities depository is not obtained, certificated bends will be required to be printed and delivered.

The Issuer may deeide to discontinue use of the system of book-entry only transfers through DTC (or a
suceessor securities depository). In that event, security certificates will be printed and delivered to DTC.

In the event that the book-entry system is discontinued, the prineipal or redemption price of and interest on
the Bonds will be payable in the manner deseribed above, and the Bonds may be transferred or exchanged for one or
mote Bonds in different Authorized Denominations upon surrender thereof at the principal corporate trust office of
the Paying Agent by the registered owners or their duly authorized attorneys or legal representatives. Upon
surrender of any Bonds to be transferred or exchanged, the Paying Agent shali record the transfer or exchange in the
registration books and shall authenticate and deiiver the Bonds appropriateiy registered and In appropriate

Authorized Denominations,

Under the Indenture, payments made by the Trustee to DTC or its nominee will satisfy the Issuer’s
obligations under the Indenture and the Company's obligations under the Agreement to the extent of the payments
so made, Beneficial Owners will not be, and will not be considered by the Issuer or the Trustee to be, and will not
have any rights as, owners of Bonds under the Indenture.

The Information in this section concerning DTC and DTC's book-entry system has been obtained from
sources that the Underwriters, the Company and the Trustee believe to be reliable, but the Underwriters, the
Company and the Trustee take no responsibility for the aceuracy thercof.

None of the Issuer, the Underwriters, the Company, the Trustee or any agent for payment on or
registration of transfer or exchange of any Bond will have any responsibility or obligation to Direct
Participants, Indirect Particlpants or the persons for whom they act as nominees with respect to the accuracy
of the records of DTC, its nominee or any Direct Participant with respect to any ownership interest In the
Bonds, or payments to, or the providing of notice for, Direct Participants, Indirect Participants, or beneficial
owners or other action taken by DTC, or lts nominee, Cede & Co., as the sole owners of the Bonds.

Refunding Bonds

One or more series of Refunding Bonds in addition to the Bonds may, subjeet to certain conditions, be
authenticated and delivered to refund any Pollution Control Bonds or any previcusly issued Refunding Bonds,
Including the Bonds. Any such Refunding Bonds will be on a parity with and secured in the same manner as the then
outstanding, Pol{ution Control Bonds (except insofar as any guaranty, letter of credit, insurance policy, first mortgage
bond or other collateral or instrument of credit enhancement provided by e person other than the City may afford
additional security for the Pollution Contrel Bonds of any particular series).

SECURITY FOR TIIE BONDS

The Series 2009 A Bonds and the Serics 2009 B Bonds shal! be equally and ratably secured by the Indenture
without preferenee, priority or distinction of any Pollution Control Bond over any other Pollution Control Bond (except
Insofar as any guaranty, letter of credit, insuranee policy, first mortgage bond or other collateral or instrument of credit
enhancement provided by a person other than the City may afford additional security for the Pollution Control Bonds of
any particular series).

The Bonds will be, as are all Pollution Contro! Bonds, special obligations of the City payable solefy from the
revenues received from the sale of the Project pursuant to the Agreement (except to the extent paid from the proceeds
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of the Pollution Contro! Bonds and income from temporary investments). Under the Agreement, the Company has
agrecd to pay the purchase price of the Project as set forth in The Agreement—Paymenis under the Agreement herein.

‘The City has, under the Original Indenture, given, granted, pledged and assigned to the Trustee for the benefit
of the owners of the Pollution Control Bonds, including the owners of the Bonds, all right, title and Interest of the City
in and to the Agreement, including payments thereunder {except for payments of expenses of the City end its rights to
indemnification in certain instances). No provision is contained in the Agreement which purports to secure the
Company*s obligation to pay thereunder by any lien or other interest in the Project or in any other property of the
Company, See The Agreement—Obligations Unconditional herein,

TIIE AGREEMENT

There nre separate amendments to the Agreement that contain the provisions relating to the loen of
proceeds of the Series 2009 A Bonds and the Series 2009 B Bonds. These amendments have substantially identica
terms. In addition to the description of certain provisions of cach amendment contained elsewhere herein, the
foilowing is a brief summary of certain provisions of the Agreement and does not purport to be comprehensive or
definitive, All referenees herein to the Agreement are qualified in their entirety by reference to the Agreement for
the detailed provisions thereof.

Issuance of Pollutlon Control Bonds

The City has issued the Pollutien Control Bonds to provide funds for the financing in part of the
acquisition, construction, installation and equipping of the Project and Is issuing the Bonds to provide, together with
other funds supplied by the Company, for principal, premium and interest payments required for the refunding of the
Scries 1995 B Bonds and the Series 2006 A Bonds.

The Compeny has, as agent for the City, acquircd, constructed, installed end equipped the Project.
Sale of the Project

The City has sold, transferred and conveyed its Interest in the Project to the Company in accordance with
the provisions of the Agreement.

Term of Agreement

The Agrecment became effective upon its execution and delivery on December 17, 1984 and will remain in
fuli force and effect until such time as all of the Pollution Control Bonds shall have been fully paid or provision
made for such payment. Sce "Options to Prepay the Purchase Price of the Project” below,

Payments under the Agreement

As the purchase price for the Project, the Company will continug to pay to the City such amounts as will
enable the City to pay (logether with otlier moneys held at the time in question in the Bend Fund) when due and
payable (i) the Intcrest on the Pollution Control Bonds, (if) the principal amount of the Pollution Controi Bonds
payable at the time of the respective stated maturities of the Pollution Control Bonds, and (iii) other amounts,
including accrued interest and redemption premium, payabie in connection with any tender or redemption of the
Pollution Controi Bonds. In addition, the Company has agreed to pay certain expenses of the City, including the
fees and expenses of the Trustee and any paying agents under the Indenture, Payments under the Agreement will be
subject to acceleration onfy upon the occurrence of an event of default as defined therein,
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Events of Default
The following events constitute events of default under the Agreement:

(n) Failure by the Company to pay when due the purchase price of the Projeet as required by
the Agreement which causes an Event of Default under the Indenture in the payment when due of any
interest on any Pollution Contro! Bond or of the principal of or premium, if any, on any Potlution Control
Bond.

(b} Failure by the Company to observe and perform any covenant, condition or agreement on
its part required to be observed or performed (other than as referred to In subparagraph (a) above) for a
period of sixty days after written notice, specifying such failure and requesting that it be remedied, is given
to the Company by the City or the Trustee, unless the Trustee agrees in writing to an extension of such time
prior to its expiration (which sgreement sha!! not be unreasonably withheld); provided, however, If the
failure stated In the notice cannot be corrected within the applicable period, or 2 reasonable extension of
such period, there shall be no defautt if corrective action Is instituted by the Company within the applicable
period and diligently pursued until the defauit is corrected.

(c) The dissolution or liquidation of the Company or the filing by the Company of 2
voluntary petition in bankruptcy, or failure by the Company promptly to {ift or suspend any execution,
garnishment or attachment of such consequence as will impair its ability to carry on its operations at the
Project, or adjudication of the Company as a bankrupt.

(d) Failure by the Company to pay when duc certain amounts in cenncction wih certain
purchases of the Poliution Control Bonds for a period of five (5) Business Days after such payment has
become due and payable,

(c) Failure by the Company to pay for a period of one (1) Business Day zfter such payment
has become due the purchase price of the Potlution Control Bonds upon optional or mandatory tender,

Under the terms of the Agreement, the Company's oblipations (other than its obligation (i) to make
payments of the purchase price for the Project, (ii) to make certain indemnity payments and (iii) to maintain its
corporate existence) may be suspended if by reason of force majeure, as defined in the Agreement, the Company is
unable to carry out its obligations,

Remedics

Upon the occurrence and continuation of an event of default under the Agreement, the Trustee as assignee
of the Issuer may:

(a) By written notice to the Company, declare to be due and payable the remaining unpaid
purchase price of the Project in an amount equal to the sum of (x) interest accrued on all Pollution Control
Bonds to the date of declaration, (y) the principal of 2!l Pollution Control Bonds and (z) any fees and
charges owing and certain expenses incurred or to be incurred in connection with any mandatory
redemption of Pollution Control Bonds payable as of the date of such declaration;

(b) Inspect, examine and make copics of the books and records and any and all accounts,
data and tax retums of the Company; and

(c) Take whatever action at law or in equity may appear necessary or desirable to collect the
amounts referred to in paragraph (a) above or to enforce performance and observance of any obligation,
agreement or covenant of the Company under the Agreement.

If, after any cvent of defauit resulting in a declaration of the maturity of all Pollytion Contro! Bonds pursuant
to the Indenture, alt arrcars of principal of, premium, if any, and Interest on all such Pollution Control Bonds (except
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amounts becoming due because of such declaration of maturity) shall have been paid and certain other conditions are
satisfied, then the Trustee shall annul such declaration of the maturity of all such Poltution Control Bonds and any
declaration that the remaining unpaid purchase price of the Project Is due shali be annulled without further act by the
City.

Under the Indenture, the Trustee may require indemnification before enforcing any right under the
Apreement. The Agreement does not require the filing of any periodic evidence as to the absence of default or as to
compliance with the Agreement.

Obligations Unconditional

The obligations of the Company te make payments required to be made under the Agreement are absoiute
and uneonditiona] and are not subject to diminution by set-off, counterclaim, abaternent or otherwise, The
Agreement provides that the Company wiii not suspend or discontinue any payments required to be made under the
Agreement, will perform all its other agreements contained in the Agreement and, except for certain rights specified
in the Agreement, will not terminate the Agreement or its obligations under the Agreement for any cause, including,
without limiting the generaiity of the foregoing, any acts or circumstances that may constitute faiiure of
consideration, destruction of or damage to the Project, ecommercial frustration of purpose, any change in the tax or
other laws of the United States of America or of the State of Indiana, or any political subdivision of either, or any
failure of the City to perform or observe any agreement, whether express or implied, or any duty, liability or
obligation arising out of or in connection with the Agreement,

Options to Prepay the Purchase Price of the Project

The Company shall have the option lo prepay the purchase price of the Project in whole (i) upon the
occurrence of any of the events described under The Bands - Redemption - Extraordinary Optional Redemption by
paying amounts sufficient to redecm ail Pollution Control Bonds, the fecs and expenses of the Trustee and any paying
agent, and all other amounts payable under the Indenture, or (ii) at any time by paying money to the Trustee for deposit
in the Bond Fund or delivering to the Trustee sccurities sufficient in either case to provide for the release of the
Indenture as described under The Indenture--Release of Indenture and Provision for Payment of Pollution Control
Bands. Upon prepayment of the entire purchase price of the Project, the Company may terminate the Agreement.

The Company may elso prepay the purchase price of the Project in part, such payments to be paid to the
Trustee for deposit in the Bond Fund and credited against the purchase price or used for the redemption or, at the
election of the Company, purchase of Pollution Control Bonds in the manner and to the extent the Pollution Control
Bonds are redeemable or subject to purchase as provided in the Indenture (see The Bonds - Redemption -
Extraordinary Optionol Redemption herein and The Indenture - Bond Fund herein),

No prepayment by the Company of the purchase price of the Project will cause the Bonds to become
redeemable at times other than as described under The Bonds - Redemption — Extraordinary Optional Redemption
herein,

TIIE SUPPLEMENTAL INDENTURES

The Ninth Supplemental Indenture provides for the [ssuance of the Series 2009 A Bonds secured equally and
ratably (except insofar as any guaranty, letter of credit, first mortgage bond or other collateral or instrument of credit
enhancement provided by a person other than the City may afford additionai security for the Pollution Contro! Bonds
of any particular scries) with all other Pollution Control Bonds, ratifies and confirms in all respects the Original
Indenture, as supplemented and amended, and provides that the Original Indenture and each supplemental indenture,
inciuding the Ninth Supplemental Indenture, shall be read, taken and construed as one and the same instrument and that
ali covenants, agrecments and provisions of, and all security provided under, the Indenture shali apply with fuil force
and effect to the Serics 2009 A Bonds and to the owners thereof. Reference is made to the Ninth Supplemental
Indenture in its entirety for the detailed provisions thereof.

The Tenth Supplemental Indenture provides for the issuance of the Series 2009 B Bonds secured equally and
ratably (except insofar as any guaranty, letter of credit, first mortgoge bond or other collateral or instrument of credit
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enhancement provided by a person other than the City may afford additional security for the Pollution Control Bonds
of any particular series) with all other Poltution Control Bonds, ratifies and confirms in all respects the Original
Indenture, as supplemented and amended, and provides that the Original Indenture and each supplemental indenture,
including the Tenth Supplemental Indenture, shall be read, taken and construed as one and the same instrument and that
all covenants, agreements and provisions of, and all security provided under, the Indenture shall apply with fuli force
and effect to the Series 2009 B Bonds and to the owners thereof. Reference is made to the Tenth Supplemental
Indenture in its entirety for the detaifed provisions thercof.

TIIE INDENTURE

Additiona! information summarizing certain provisions of the Indenture is contained under the heading The
Bonds herein, So long as DTC or its nominee is the registered owner of the Bonds, all references to “Owners” or
“holders” shall mean DTC. See The Bonds — Book-Entry Only System herein,

Pledge and Securlty

Pursuant to the Indenture, the payments to be made by the Company under the Agreement have been assigned
by the City to the Trustee to secure the payment, when due, of the principal of, and premium, if any, and interest on, the
Pollution Control Bonds. The City has also pledged and assigned to the Trustee ali its rights and interests under the
Agreement (other than payments of expenses of the Company and its rights to indemnification in certain
circumstances) and has pledged to the Trustee for the benefit of the Owners of the Poilution Control Bonds ali right,
title and interest of the City in and to the amounts paid and payable under the Agreement, including, without limitation,
all payments required to be made by the Company to the City under the Agreement; provided, that the Trustee will
have a prior claim on the Bond Fund, for the payment of its compensation and expenscs.

Band Fund

Payments made by the Company under the Agreement with respect to the Bonds wiii be deposited in the
Accounts described below, The Trustee wili apply money contained in the accounts desceribed beiow maintained
within the Bond Fund for the applicable series of Bonds at the foilowing respective times:

{n) Interest Account. The Trustee, on each Interest Payment Date, will withdraw and appiy
from moneys on deposit in the Interest Account an amount sufficient to pay interest on the outstanding Bonds
of each series on such Interest Payment Date.

(b) Principal Account. The Trustee, on each Principal Payment Date, wili withdraw and apply
from moncys on deposit in the Principal Account, an amount equal to the principal becoming due on each serics
of the Bonds on such Principal Payment Date (other than a redemption date). Money in the Principal Account
will be used and withdrawn by the Trustee on each Principal Payment Date solely for the payment of the
principal of cutstanding Bonds of each serics.

(c) Redemption Account. The Trustee wiil withdraw and apply from moneys on deposit in the
Redemption Account amounts required to pay the principal of and premium, if any, and accrued interest on
Bonds of each series to be redeemed. Money in the Redemption Account will be used and withdrawn by the
Trustee on each redemption date solely for the payment of the principal of and premium, if any, and accrued
interest on outstanding Bonds of each series upon the redemption thereof,

Purchase Fund

Each of the Ninth Supplemental Indenture and the Tenth Supplemental Indenture creates and estabiishes
with the Paying Agent a separate fund designated the “Purchase Fund.” The Purchase Fund shali consist of twe sub-
accounts to be designated respectively the “Remarketing Proceeds Account” and the “Company Purchase Account.”
Proceeds from the remarketing of tendered Bonds wili be deposited by the Paying Agent, when and as received from
the Remarketing Agent, into the applicable Remarketing Proceeds Account. Payments with respeet to the purchase
price of the Bonds by the Company are to be deposited by the Paying Agent by and on behalf of the Company in the
applicable Company Purchase Account.
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The Paying Agent shall disburse funds from the applicable Remarketing Proceeds Account to pay the
purchase price of Bonds properly tendered for purchase upon surrender of such Bonds, The Paying Agent shall
disburse funds from the applicable Company Purchase Account to pay the purchase price of Bonds properly
tendered for purchase upon surrender of such Bonds.

Investment of Moneys Held by the Trustee

Moneys held as part of the Purchase Fund will be held uninvested. Any moncys held as part of the Bond
Fund shall be invested and reinvested by the Trustee in accordance with the provisions of the Indenture which
provide that, at the request of and as directed by the Company, the Trustee will invest and reinvest any moneys held
in the Bond Fund in:

{1 securities that are direct obligations of the United States or the payment of which is
unconditionally guaranteed by the United States or are obligations which in the opinion of the Attomey
General of the United States are general obligations of the United States backed by its full falth and eredit
{"Government Obligations™);

(2) obligations issued or guaranteed by an instrumentality of the United States of America
pursuant to avthority granted by the Congress of the United States;

3 interest bearing accounts, time deposits or certificates of deposit which are secured by
obligations of the type deseribed in clause (1) above or which are issued by banks or trust companies,
including the Trustee, organized undcr the laws of the United States of America or any state thereof, which
have combined capital and surplus of at least $10,000,000;

(1) obligations issued or guaranteed by any state of the United States or the District of
Coiumbia, or any political subdivision of any such state or District, rated A or better by Standard & Poor’s,
a division of The McGraw-Hilf Companies, Inc. (“S&DP"), or Moody's Investors Service, Ine. (*Moody’s”),
or their successors;

(5) commercial paper or finance company paper rated prime by S&P or Moody's, or their
Suceessors;

(6) bankers acceptances drawn on and accepted by commercial banks; and
(¥} repurchase agreements fully secured by any one or more of the foregoing.

The Company and the Issuer shal! take no action, nor shall the Company approve the Trustec’s taking any
action, or making any investment or use of the proeecds of the Pollution Contro! Bonds of such Issuer, which would
cause such Poliution Contro! Bonds of such Issuer to be "arbitrape bonds"” within the meaning of Section 148 of the
Intemal Revenue Code of 1986, as amended (the "Codce").

Release of Indenture and Provision for Payment of Pollution Control Bonds

Ifthe principal, premium, if any, and interest due on all Poilution Control Bonds of the City shall have been
paid, or provision (eash or non-callable Government Obligations) under the Indenture shaii have been made for such
payment, and for the payment of af! other sums duc under the Indenture, the Trustee shall release the Indenture and
the Pollution Control Bonds of the Clty shall, except for the purpose of payment, no langer be deemed to be
outstanding under the Indenture, In any case where (a) 2 Potlution Control Bond of the City shali be canceiled after
purchase in the open market or because of payment at or redemption prior to maturity, (b) funds (eash or non-
callable Government Obligations) sufficient for the payment or redemption of a Pollution Control Bond of the City
shall have been theretofore deposited with the Trustee {whether upon or prior to the maturity or redemption date of
such Poilution Control Bond), providcd, and in case such Pollution Control Bond is to be redesmed prior to the
maturity thercof, that notice of such redemption shall have been given or arrangements satisfactory to the Trustee
shall have been made or waiver of such notice satisfactory to the Trustee shall have been filed with the Trustee, or
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() a Pollution Control Bond shall have been replaced by the authentication of another Pollution Control Bond upon
the transfer or exchange of such Pollution Control Bond under the Indenture or the surrender of a temporary
Pollution Control Bond under the Indenture, such Pollution Control Bond shall no longer be deemed outstanding
under the Indenture and, except for the purpose of payment in the case of a Pollution Control Bond so to be paid or
redeemed, such Pollution Control Bond shall no longer be secured by or entitled to the benefits of the Indenture,

Events of Default and Remedles
The following events are Events of Default under the Indenture:
{a) Default In the payment when due of any interest on any Pollution Control Bond;

) Default in the payment when duc of the principal of, or premium, if any, on any Pollution
Control Bond of the City, whether at the stated maturity thereof, or upon proceedings for redemption
thereof, or upon the maturity thereof by declaration;

(c} Default in the due and punctual payment of the purchase price of the Bonds of each series
required to be purchased in accordance with its terms, provided, however, that a default under this subsection
refates only to the supplemental indenture securing such series of Bonds;

{d) Default in the performance or observance of any other of the covenants, agreements or
conditions on the part of the City in the Indenture or in the Pollution Control Bonds of such Issuer,
continuing 60 days after delivery of notice thereof;

{e) The occurrence and continuance of an event of default under the Agreement, as described
under 7he Agreement — Events of Default; and

4] Approval by a court of competent jurisdiction of any petition for reorganization of the
City or rearrangement or readjustment of the obligations of the City under provisions of any applicable
bankruptcy laws.

Upon the occurrence and continuance of an Event of Default, the Trustee may, and upon the request of the
Owners of at least 25% In aggregate principal amount of the Bonds of the applicable scries then outstanding, shall,
dcclare the principal of and accrued interest on the outstanding Bonds of the applicable serics to be due and payable
immediately.

The Trustee may reseind en acceleration of the Bonds of any seties and its consequences if (1} al! payment
defaults with respect to the Bonds of such series have been cured and all reasenable charges of the Trustee, including
reasonable attomeys® fees, have been pald, and (2) the holders of such series of Bonds have not been notified of the
acceleration,

If an Event of Default occurs and is continuing, the Trustee may pursue any available remedy to collect the
principal of or interest on the Pollution Control Bonds or to enforce the performance of any provision of the Pollution
Control Bonds or the Indenture.

The Trustee may in its discretion waive any Event of Default and its conscquences and rescind any
declaration of maturity of principal, and shall do so upon the written request of the holders of (a) not less than two-
thirds in principal amount of all the Pollution Control Bonds then outstanding in respect of which default In the
payment of principal and/or Interest exists, or (b) more than one-half in principal amount of alf Pollution Control
Bonds then outstanding in the case of any other default; provided, however, that there shall not be waived (i) any
Event of Default in the payment of the principal of any outstanding Poltution Control Bonds at their maturity or (ii)
any default in the payment when due of the interest on any such Pollution Control Bond unless prior to such waiver
or reseission, all arrears of interest, with interest (to the extent permitted by law) at the rate bome by the Pollution
Control Bonds in respect of which such default shall have eccurred on overdue insiallments of interest or all arrears
of payments of principal and premium, if any, when due, as the case may be, and all expenses of the Trustee in
conneetion with such default shall have been paid or provided for, and in casc of any such waiver or rescission, or in
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case any proceeding taken by the Trustee on account of any such default shall have been discontinued or abandoned
or determined adversely, then and in every such case the City, the Trustee and the Bondholders shall be restored to
their former positions and rights under the Indenture respectively, but no such waiver or rescission shall extend to
any subsequent or other default, or Impair any right consequent thercon.

The Trustee may require Indemnification before certain remedial action under the Indenture. The Indenture
does not require the filing of any periodic evidence as to the absence of default or as to compliance with the
Indenture.

The Trusice

The Trustee may be removed by the owners of not less than a majority in principal amount of Pollution Centrol
Bonds at the time outstanding; after the Serles 1995 B Bonds and the Serics 2002 A Bonds are no longer outstanding, the
Trustee may also be removed by the City and the Company. The Trustee shall continue to serve as such until a successor
Trustee shall be appointed under the Indenture,

Wells Fargo Bank, National Association, as Trustee, and Wachovia Bank, National Assoeiation, as an
underwriter, are subsidiarics of Wells Fargo & Company.

Supptemental Indentures

The City and the Trustee may, without the consent of, or notice o, any of the Bondholders, enter into such indenture
or indentures supplemental to the Indenture es shall not be inconsistent with the terms and provisions thereof (a) to cure any
ambiguity, formal defect or omission in the Indenture or to etherwise amend the Indenture in such a manner as shall not, in
the opinion of the Trustee, impair the security of the Indenture or adversely affect the registered owners, (b) to grant lo or
confer upon the Trustee for the benefit of the Bondholders any additional rights, remedics, powers or authoritics thet may
lawfully be granted to or conferred upon the Bondholders or the Trustee or either of them, (c) to add additional covenants or
surrender any right or power of the City, (d) to subject to the pledge of the Indenture additional revenues, properties, or
collateral, (e} to modify, amend or supplement the Indenture or the Potlution Control Bonds to permit qualification under the
“Trust Indenture Act of 1939, as amended, or any similar statute at the time in effect, (f) to set forth provisions in connection
with the Issuance of Additional Bonds and/or Refunding Bonds, (g) to authorize different authorized denominations of the
Bonds and to make correlative amendments and modifications to the Indenture regarding exchangeability of Bonds of
different authorized denominations, redemptions or portions of Bonds of particular authorized denominations and similar
amendments and modifications of a technical nature, (h) to increase or decrease the number of days specified for the giving of
notices of tender and to make comresponding changes 1o the period for notice of redemption of the Bonds; provided that no
decreases in any such number of days shall become effective except while the Bonds bear interest at a Daily Rate or a Weekly
Rate and until 30 days after the Trustee has given notice to the owners of the Bonds, (i) to provide for an uncertificated system
of registering the Bonds or to provide for the change to or from a Book-Entry System for the Bonds, (j) to evidence the
succession of & new ‘Trustee or the appointment by the Trustee or the Issuer of a co-trustee, (k) to make any change related to
the Bonds that does not materinlly adversely affect the rights of any Bondholder, (1) to make any changes necessary in
connection with the marketability of an Auction Rate Mode for the Bonds, or (m) to make any other changes to the Indenture
that take effect as to any or all remarketed Bonds following a mandatory tender.

The Indenture also provides that the owners of not less than two-thirds in aggregate principal amount of the
Pollution Control Borids shall have the right to consent to and approve the execution by the City and the Trustee of
such other supplemental indentures as shall be deemed necessary and desirable by the Trustee for the purpose of
modifylng, altcring, amending, adding to or rescinding, in any particular, any of the terms or provisions contained in
the Indenture or in any supplemental Indenture; provided, however, that nothing shall permit (a) an extension of the
maturity date or mandatory sinking fund redemption date on which the principal of or the interest on any Pollution
Control Bond Is, or is to become, due and payable, (b) a reduction in the principal amount of any Pollution Control
Bond, the rate of interest thereon or any redemption premium, or (c) a reduction In the aggregate principal amount of
the Pollution Control Bonds required for consent to such supplemental indenture, or (d) any change to the terms and
conditions of redemption or tender of the Bonds which may be adverse to the holders or the Bonds.

Any supplemental indenture which affects the rights of the Company shall not become effective until the
Company shall have consented to the exccution and delivery of such supplemental indenture.
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Amendment of the Agrecment

The City and the Trustee are required under the Indenture, without the consent of or notice to the
Bondholders, to consent to any amendment, change or modification of the Agreement (i) as may be required by the
provisions of the Agreement or the Indenture, (ii) for the purpose of curing any ambiguity or formal defect or
omission in the Agreement, (iii) in connection with the Project so as te more precisely identify the same or substitute
or add additionai faciiities, (iv) in connection with any other change therein which, in the judgment of the Trustee, is
not to the prejudice of the Trustee or the owners of the Pollution Control Bonds, or (v) in connection with the
issuance of Additional Bonds and/or Refunding Bonds,

In addition, the City may enter into, and the Trustee may consent lo, any amendment of or suppicment to
the Agreement, or may waive compliance by the Company of any provision of the Agreement, in each case without
netice to or consent of any Bondholder, if the amendment, supplement or waiver is required or permitted to provide
for a municipal bond insurance policy or other form of credit enhancement with respect to the Bonds.

Except for the amendments, changes or modifications indicated above, neither the Issucr nor the Trustee
shali consent to any other amendment, change or modification of the Agreement without publication of notice and
the written epproval or consent of the owners of not less than two-thirds in aggregate principal amount of the
Pollution Control Bonds, Ne amendment, change or modification authorized under the Indenture, however, may
alter the obligation of the Company to make payments of the purchase price of the Project under the Agreement,

UNDERWRITING

Subject to the terms and conditions set forth in a Bond Purchase Agreement to be entered into between the
Issuer and Barclays Capital Inc. (“Barclays™), Barclays has agreed to purchase the Series 2009 A Bonds at a price equai
to 100% of the principal amount thereof. The Company has agreed to pay $250,000 (excluding expenses) to Barclays
as eompensation and to reimburse Barclays for its reasonablc expenses, Barclays has agreed to purchase ail of the
Series 2009 A Bonds if any of the Series 2009 A Bonds are purchased. The Company has agreed lo indemnify
Barclays and the City against certain civil liabilities,

Subject to the terms and conditions set forth in a Bond Purchase Agreement to be entered into between the
Issuer and Wachovia Bank, National Association (*Wachovia™ and together with Barclays, the “Underwriters™),
Wachovia has agreed to purchase the Series 2009 B Bonds at & price equai to 100% of the principal amount thereof.
The Company has agreed to pay $250,000 (excluding expenses) to Wachovia as compensation and to reimburse
Wachovia for its reasonable expenses. Wachovia has agreed to purchase all of the Serfes 2009 B Bonds if any of the
Series 2009 B Bonds are purchased. The Company has agreed to indemnify Wachovia and the City against certain
civii liabilities.

The Bonds may be offered and sold to certain dealers (including dealers depositing Bonds into investment
trusts) and others at prices fower than the public offering price set forth on the cover page of this Official Statement.
After the Bonds are released for sale to the public, the public offering price and other selling terms may from time to
time be varicd by the Underwriters.

In connection with this offering and in compliance with applicable law and industry practice, the
Undcrwriters may over-allot or effect transactions which stabilize, malntain or otherwise affcct the market price of
the Bonds at levels above those which might otherwise prevail in the open market, including by entering stabilizing
bids, A stabilizing bid means the placing of a bid, or the effecting of any purchase, for the purpose of pegging,
fixing or maintaining the price of a security. In general, purchases of a security for the purpose of stabilization
could cause the price of the security to be higher than it might be in the absence of such purchases.

Neither the City, the Company nor the Underwriters make any representation or prediction ag to the direction
or magnitude of any effect that the transactions described above may have on the price of the Bonds. In addition,
neither the City, the Company nor the Underwriters make any representation that the Underwriters will engage in such
transactions or that such transactions, once commenced, will not be discontinued without notice.
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In the ordinary course of their respective businesses, the Underwriters and their affiliates have engaged, and
may in the future engage, in transactions with, and perform services for, the Company and its afTiliates,

Wachovia Securities is a trade name under which Wells Fargo & Company conducts certain of its investment
banking, capital markets and institutional securitics business through Wachovia Capital Markets, LLC (“WCM™),
member NYSE, FINRA, SIPC and through other bank, non-bank and broker-deajer subsidiaries of Wells Fargo &
Company, including Wachovia Bank, Nationa! Association (“WBNA™),

TAX MATTERS
Certain Requirements of the Code

The Code establishes certain requirements that must be met subsequent to the Issvance and delivery of the
Bonds in order that interest on the Bonds be and remain excluded from gross income pursuant to Section 103 of the
Code, Non-compliance could cause interest on the Bonds to be included In gross income of the owners thereof for
federal income tax purposes retroactive to the date of Issue, irrespective of the date on which such non-compliance
occurs or is ascertained.

Opinion of Bond Counsel

In the opinion of Baker & Daniels LLP, Bond Counsel, under existing statutes and court decisions, interest
on the Bonds is not included in gross income of the owners thereof for federal income tax purpoeses pursuant to
Section 103 of the Code, except when held by & “substantial user” of the Project or a “related person™ within the
meaning of Section 103(b)(13) of the Intemal Revenue Code of 1954, a3 amended (the “1954 Code™), and interest
on the Bonds will not be treated as an item of tax preference in calculating the glternative minimum tax imposed
under the Code with respect to individuals, corporations and other taxpayers; provided, however, that interest on the
Series 2009 B Bonds is Included in the adjusted current earnings of certain corporations for purposes of eomputing
the alternstive minimum tax imposed on such corporations. Bond Counsel does not express any opinion as to
whether interest on the Series 2009 A Bonds is to be included in the adjusted current eamings of certain corporations
for purposes of computing the alternative minimum tox imposed on such corporations; such corporations shouid
consult their own tax advisors as to the applicability of such inclusion in adjusted current eamings. Bond Counsel
does not express any opinion on any other federal tax issues with respect to the Bonds except as set forth In such
opinion.

In the opinion of Bond Counsel, Interest on the Bonds is exempt from taxation in the State of Indizna for all
purposes, except the Indiana inheritance tax and the Indiana financial institutions tax.

Bond Counsef's opinion is given in reliance on certifications by representatives of the City and the Company
as to certain facts relevant to both the opinion and requirements of 1954 Code, the Tax Reform Act of 1986 and the
Code, The City and the Company have covenanted to comply with provisions of the 1954 Code and the Code
regarding, among other matters, the use, expenditure and investment of bond proceeds and the timely payment to the
United States of any arbitrage rebate amounts with respect to the Bonds. Failure by the City or the Company to comply
with such covenants could cause interest on the Bonds to be included in gross income for federal income tax purposes
retroactively to their date of issue.

Certain Additlonal Tax Mstters

Interest on the Bonds may be taken into account in determining the tax liability of foreign corporations
subject to the branch profits tax Imposcd by Section 884 of the Code. Owners of the Bonds subject to such taxes
should consuft their own tax advisors with respeet to the computation of the alternative minimum tax, the
environmental tax and the branch profits tax. Interest on the Bonds constitutes disqualified income for purposes of
the earncd income credit. Qwners of the Bonds otherwise entitied to such credit should consult their own tax
advisors.

Owners of the Bonds should be eware that the ownership of such obligations may result in coffaterai federal
income tax consequences to various categorics of persons, such as certain S corporations, financial institutions,
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property and easualty insurance companies, individuai recipients of Soclai Security or Railroad Retirement benefits
and taxpayers deemed to have ineurred or continued Indebtedness to purchase or carry obligations the interest on
which Is not included in gross income for federal income tax purposes. Those who might fall into any such category
shouid eonsult their own tax advisors as to the applicability of these consequences.

Each prospective purchaser of the Bonds shouid consult their own tax advisers as to the status of interest on
the Bonds under the tax jaws of any state other than Indiana,

SECONDARY MARKET INFORMATION

No financial statements or operating data concerning the City are included in this Official Statement and
the City hag not undertaken o provide any such information in the future.

The Company will agree to deliver certain continuing disciosure information satisfying the requirements of
Rufe 15¢2-12 (the “Ruie™) under the Securities and Exchange Act of 1934, Any holder of an outstanding Bond,
directly or through the Trustee, may specifically enforce the Company's disciosure obligations.

Neither the City nor its members, dircctors, officers, agents or employees have any responsibility or
liability for the sufficiency, performanee or enforcement of the continuing disclosure agreement, The Company, its
directors, officers, employees and shareholders shall have no liability under the continuing disclosure agrecment for
any act or failure to act; e faifure to perform the continuing disclosure agreement shall not eonstitute an Event of
Default under the Indenture or a default under the Bonds; and the sole remedy shali be specifie enforcement of the
continuing disclosure agreement by the Trustee or by such person, if any, as the Rule may require to be entitled to
enforce the same. The Company reserves the right to (a) contest the validity of the Rule, and (b) medify its
performance of the continuing disclosure agreement, to the extent not inconsistent with valid and effective
provisions of the Rule.

LEGALITY

Legal matters incident to the authorization and validity of the Bonds and with regard to the tax-exempt
status thereof as stated above are subject to the approving opinion of Baker & Danicls LLP, Indianapolis, Indiana,
Bond Counsel, which opinion does not, however, pass on the accuracy or completeness of this Official Statement,

Certain legal matters will be passed upon by Jeflrey D. Cross, Esq, Deputy General Counsel, or Thomas G
Berkemeyer, Esq, Associate General Counsel, both employces of American Electric Power Service Corperation, an
affiliate of the Company, who wiil rely as to matters of Indiana Jaw upon the opinion of Baker & Danieis LLP, Indiana
counsei to the Company. Certain matters, other than the validity of the Bonds and the exclusion from gross ineome for
federal income tax purposes of interest thereon, wiil be passed upon by Dewey & LeBocuf LLP, New York, New York,
counsel to the Underwriters, From time to time, Dewey & LeBocuf LLP acts as counsel to the Company's affiliates for
some matters. Certain legal matters in connection with the issuance of the Bonds wiii be passed upon for the City by
its counsel John A. Hargis, Esq, Rockport, Indiana.

MISCELLANEOQUS
The City has fumished all information in this Official Statement relating to the City of Rockport. All
information in the Section hercin entitled The Project and in Appendix A to this Official Statement has been
fumished by the Company.

The attached Appendiees (including the documents incorperated by reference therein) are an integral part
of this Official Statement and must be read together with all of the balance of this Official Statement,
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APPENDIX A
INDIANA MICITIGAN POWER COMPANY

The lerms “we,” “our* “us,” “Company,” “I&M” and “Indiana Michigan” mean Indiana Michigan Power
Company. The Company fumished the information contained in and Incorporated by reference info this Appendix A.
Neither the City of Rockport nor Barclays nor Wachovia makes any representation as to the accuracy or completeness of such
information.

The Company is an electrie utility engaged in the generation, transmission and distribution of electrie power to
approximately 582,000 retail customers in northem and eastern Indiana and southwestern Michigan, and in supplying and
marketing electric power at wholesale to other electric utility companies, rural eicctrie cooperatives and municipalitics and
other market participants. Its principal offices in Indiana are locatcd at One Summit Square, P.O. Box 60, Fort Wayne,
Indiana 46301 (tclephone number: 260-425-2111). Its principal executive offices are located at 1 Riverside Plaza, Columbus,
Ohio 43215 (iclephone number: 614-716-1000). The Company is a subsidiary of American Electrie Power Company, Inc.
("AEP") and is 2 part of the AEP integrated utility system. The executive offices of AEP and the Company are located at |
Riverslde Plaza, Columbus, Ohio 43215 (telephone number: 614-716-1000).

AVAILABLE INFORMATION

The Compeny is subject to the information requirements of the Securitics Exchange Act of 1934 (the “1934 Act”)
and in accordance therewith files annual, quarterly and special reports and other Information with the Securities and
Exchange Commission (the "SEC"). You may read and copy any document filed by the Company at the SEC's Publie
Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549, Please call the SEC at 1-800-SEC-0330 for
further Information on the public reference rooms. You may also examine the Company's SEC filings through the SEC’s web
site at http:/fwww.sec. ooy, Certain of the Company*s securities are listed on the New York Stock Exehange, where reports
and other information conceming the Company may also be inspected,

DOCUMENTS INCORFORATED BY REFERENCE

The following documents filed with the SEC by the Company pursuant to the 1934 Act ere incorporated by
reference and made e part of this Official Statement:

*  The Company's Annual Report on Form 10-K for the year ended December 31, 2008 and
»  The Company’s Current Report on Form 8-K dated January 15,2009,

All documents subsequently filed by the Company with the SEC pursuant to Scetions 13(a), 13(c), 14 or 15(d) of the
1934 Act subsequent to the date of this Official Statement and prior to the lermination of the offcring of the securities made
by this Official Statement shall be deemed to be incorporated by reference In this Appendix A and to be a part of this Official
Statement from the date such documents are filed.

Any statement contained in a document so incorporated or deemed to be incorporated shall be deemed to be
modified or superseded for purposes of this Official Statement to the extent that a statement contained herein or in any other
subsequently filed document which s deemed to be so incorporated modifies or supersedes such statement.  Any such
statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute o part of this
Appendix A.

The Company will provide without charge to each person to whom a copy of this Official Statement has been
delivered, on the written or ore! request of any such person, a copy of any or all of the documents described above which
have been Incorporated by reference in this Appendix A, other than exhibits to such documents. Written requests for copics
of such documents should be addressed to Financial Reporting, American Electric Power Service Corporation, 1 Riverside
Plaza, Columbus, Ohio 43215 (telcphone number: 614-716-1000). The information relating to the Company contained in
this Appendix A does not purport to be comprehensive and should be read together with the information contained In the
documents incorporated by reference.
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RISK FACTORS

Invesling in the Bonds Involves risk. Please see the risk factors described in the Company’s Annual Report on Form
10-K for the fiscal year ended December 31, 2008, which is incorporated by reference in this Official Statement. Before
making an investment dccision, you should carefully consider these risks as well as other information contained or
incorporated by reference in this Official Statement. The risks and uncertaintics described are those presently known to the
Company. Additional risks and uncertainties not presently known to the Company or that the Company currently deems
immaterial may also impair the Company’s business operations, the Company’s financial results and the value of the Bonds,

RATIO OF EARNINGS TO FIXED CHHARGES

The Consolidated Ratio of Eamings 1o Fixed Charges for each of the periods indicated is as follows:

Twelve Months Period Ended Ratio
December 31, 2003 1.83
December 34, 2004 246
December 31, 2005 27
December 31, 2006 238
December 31,2007 226
December 31, 2008 2.15

For the purposes of calculating the ratio of eamings to fixed charges, “earnings” represents income before income
taxes, extraordinary item, and cumulative effect of accounting changes, plus fixed charges. *Fixed charges™ consist of
interest expense, amortization of debt issuance costs, and the portion of operating rental expense which management belicves
is representative of the interest component of rent expense.

Sce Where You Can Find More Information in the Company’s Annuzl Report on Form 10-K for the fiscal year
ended December 31, 2008.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The consolidated financial statements and the related consolidated financial statement schedule incorporated in this
Official Statement by reference from Indiana Michigan Power Company and subsidiaries’ Annual Report on Form 10-K for the
year ended December 31, 2008 have been audited by Deloitte & Touche LLF, an independent registered public accounting firm, as
stated in their reports incorporated herein by reference (which reports express an unqualified opinion and, as to the report related
to the consolidated financia! statements, includes an expimatory paragraph conceming the adoption of new accounting
pronouncements in 2007 and 2006).
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APPENDIX B

PROPOSED FORMN OF OPINION OF BOND COUNSEL
[Baker & Daniels LLP Letterhead]

March 26, 2009

City of Rockport, Indiana
Rockport, Indiana

Wells Fargo Bank, N.A,, as Trustee
Fort Wayne, Indiana

Barclays Capital Inc.
New York, New York

Wachovia Bank, National Association
Charlotte, North Carolina

Re:  $50,000,000 City of Rockport, Indiana, Pollution Control Revenue
Refunding Bonds (Indiana Michigan Power Company Project), Series 2009 A,
and $50,000,000 City of Rockport, Indiana, Pollution Control Revenue

Refunding Bonds (Indjana Michigan Power Company Project), Series 2009 B
Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the City of Rockport,
Indiana (the "Issuer") of its Fifty Million Dollars ($50,000,000) of City of Rockport, Indiana,
Pollution Control Revenue Refunding Bonds (Indiana Michigan Power Company Project),
Series 2009 A (the "Series 2009 A Bonds"), and its Fifty Million Dollars ($50,000,000) of City
of Rockport, Indiana, Pollution Control Revenue Refunding Bonds (Indiana Michigan Power
Company Project), Series 2009 B (the “"Series 2009 B Bonds," and together with the
Series 2009 A Bonds, the "Bonds™), each dated March 26, 2009. The Bonds are being issued
pursuant to Indiana Code 36-7-11.9 and Indiana Code 36-7-12, each as amended (collectively the
*Act"), and Indiana Code 5-1-5, as amended, and a special ordinance adopted by the Common
Council of the City of Rockport, Indiana (the "Common Council") on March 2, 2009 (the
"Ordinance"), and under an Indenture of Trust dated as of December 1, 1984, as previously
supplemented and amended and as further supplemented and amended by a Ninth Supplemental
Indenture of Trust dated as of March 1, 2009 and a Tenth Supplemental Indenture of Trust dated
as of March 1, 2009 (as so supplemented and amended, the "Indenture”), between the Issuer and
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Wells Fargo Bank, N.A. (successor to Lincoln National Bank and Trust Company of Fort
Wayne), as trustee (the "Trustee™). In such capacity we have examined (a) a certified transcript
containing the proceedings of the Common Council relating to the authorization, issuance and
sale of the Bonds; (b) the Agreement of Sale dated as of December 1, 1984, between the Issuer
and Indiana Michigan Power Company, an Indiana corporation (the "Company"), as
supplemented and amended (as so supplemented and amended, the "Agreement"); (c)the
Official Statement relating to the Bonds dated March 18, 2009; (d) the Arbitrage and Tax
Certificate of the Issuer dated the date hereof, (e) the Arbitrage and Tax Certificate of the
Company dated the date hereof; (f) executed counterparts of the Indenture and the Agreement;
(g) the executed and authenticated Bonds; (h)an opinion of Thomas G. Berkemeyer, Esq.,
counsel to the Company; and (i) an opinion of John A. Hargis, Esq., Rockport, Indiana, counsel
for the Issuer.

As to questions of fact material to our opinion, we have relied upon representations,
covenants and certifications of public officials and others contained in the documents,
instruments and certified proceedings described in the first paragraph of this opinion, including,
without limitation, the certifications, covenants and representations of the Issuer and the
Company regarding continuing compliance with certain requirements and conditions imposed by
the Internal Revenue Code of 1986, as amended (the "Code"), with respect to the exclusion of
interest on the Bonds pursuant to Section 103 of the Code from gross income for purposes of
federal income taxation.

Based upon the foregoing and our review of such other materials as we believe necessary
or advisable, we are of the opinion that:

1. The Issuer has full legal right, power and authority under the Constitution and
laws of the State of Indiana, including the Act, to adopt the Ordinance, to issue, sell and deliver
the Bonds and to enter into and perform its obligations under the Indenture and the Agreement.

2, The Indenture and the Agreement have each been duly authorized, executed and
delivered by the Issuer and constitute valid and binding obligations of the Issuer enforceable
against the Issuer in accordance with their respective terms.

3. The Bonds have been duly authorized, executed, authenticated, issued and
delivered and are valid and binding limited obligations of the Issuer enforceable against the
Issuer in accordance with the terms thereof. The Bonds are payable from and secured by a
pledge and assignment of certain revenues to be received by the Issuer and the Trustee pursuant
to the Agreement, and are entitled to the benefits and security of the Indenture.

4, Under statutes, regulations, judicial decisions and published rulings existing on
the date of this opinion, and conditioned upon continuing compliance with certain covenants
described herein, interest on the Bonds is excludable under Section 103 of the Code from the
gross income of the owners thereof for federal income tax purposes and does not constitute an
item of tax preference for purposes of the alternative minimum tax. We note, however, that
interest on the Series 2009 B Bonds will be included in adjusted current earnings in determining
alternative minimum taxable income subject to the corporate alternative minimum tax. No
opinion is expressed as to whether interest on the Series 2009 A Bonds will be included in
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adjusted current earnings in determining alternative minimum taxable income subject to the
corporate alternative minimum tax. Interest on any Bond will not be excludable from gross
income for federal income tax purposes during the time such Bond is held by a person who is a
"substantial user" of the facilities financed by the Bonds or a "related person" thereto within the
meaning of Section 103(b)(13) of the Internal Revenue Code of 1954, as amended, and the
regulations promulgated pursuant thereto.

In rendering the opinions expressed in this paragraph 4, we have relied upon certain
representations and covenants of the Issuer and the Company included in the transcript,
documents and instruments referred to in the first paragraph of this opinion. The exclusion of
the interest on the Bonds from gross income for federal income tax purposes is dependent upon
the continuing accuracy of such certifications and representations and compliance with such
covenants, Failure of the Issuer or the Company to comply with such covenants could render the
interest on the Bonds includable in the gross income of the owners thereof retroactive to the date
hereof. No opinion is expressed on any federal tax issues with respect to the Bonds, other than
as set forth herein.

5. Interest on the Bonds is exempt from taxation in the State of Indiana for all
purposes except the Indiana inheritance tax and the Indiana financial institutions tax,

It is to be understood that the rights of any owner of the Bonds, the Issuer and the Trustee
and the enforceability of the Bonds, the Indenture and the Agreement may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafter enacted and that their enforcement may also be subject to and
limited by the exercise of judicial discretion.

Very truly yours,
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NOT ANEW ISSUE - BOOK ENTRY ONLY

On Septembor 24, 2008 snd Seplember 18, 2008, the dato the Serles C Bonds and the Series D Bonds were fasued, respectively, Hunton & Willlams
LLP, a3 bond counsel dellvered its opinion with respect to each series af tha Bonds that, under then-existing law and subject 1o the conditions descnbed under the
capilon FAX MATTERS in Appendix D hereto, interest on the Bonds (a) ls nol included in gross Incame for Federnl Income tax purposes; sxcept when held by s
“substantin! user” of the Project oc & "related person™ within the meaning of Section 103(b) 13} of tha Internnl Ravenua Codo of 1934, as amended, (b) s not sn
ftem of tax preference for purposes of tha Federal altcrnatfve minimum income tax Impased oo individuals, corporntions and ether taxpayers; however, with
respect t0 corporations (as defined for Federal income (ax purposes) subject to the slternative minimum Incoma fax, such Inicrest is taken Into account In
determining adjusied current eamnings for purposes af computing such tax, and (c) is exempt rom all taxation by the Stata of West Virginia, except Inherilance
taxes. Such opinion further steted that & helder may be subject to other Federnl tax consequences as described under the caption TAY MATTERS in Appendix D
hereto, The form ef such epinion s included in Appendix B o the Officlal Statement (as defined herein). Such oplnion spoka only as of the date of inliial
delivery and issuance of the Bonds and will not be reissued or updated in connection with this reoffering.

In connectlon with the proposed change in Interest rata Determination Methed on each serles of the Bonds from one Long- Term interest Rate Perdod
to & different Long-Term Interest Rate Period, Squire Sanders (US) LLP is rendering its opinions that such change will not, by iwself, adversely afTect the
exclusion from gross income of imerest 2 the Bonds for federal licoma tax purposes, and is permitied under the Act and by the Indenture, The forms of ruch
opinions are Included in Appendix B 1o thix Reoffering Circular. See TAY EXEAPTION hereln

$30,000,800
West Virginla Economlc Development Authority
Poliution Control Revenue Refunding Bonds
{Appalacklon Power Campany - Amos Profect),
Serles 2008C

Dated date: Sepiember 18, 2008 Due, May 1,019

$40,000,000
West Virginia Econamic Development Authorlty
Pallution Control Revenue Refunding Bonds
{Appotachlon Power Company - Amas Profect),
Seriey 2008D

Dated datc: Scptember 18, 2008 Dux, May|, 1019

This Reo(Tering Clreular (Including Appendix A} (this “ReofTering Clreular”) to the Composite OfTiclal Statement dated Seplember 10, 2008 relating
fo each series of the Bonds and the Supp): daied September 24, 2008 to Composite Official § dated September 10, 2008 relating sofely to the Series
C Bonds, each of which is hed herete o8 Appendin D (collecilively, the “OfMicia] Statement™ or “Appendix D), eoniaing ceraln additionai loformation with
respoct 1o the above-described Bonds, sfl e[ which are curreatly outstanding, and should be read in conjunction with the panying Official S t. The
information in thia ReofTering Clrcular supersedes any information to the contrary in the Offical Statement. Except as otherwise defined herein, sll caputalized
terms used in this ReofTering Clrcular shali have the same meanings wssigned 1o them [n the Official Statement or In the Indenture relating to the relevani series
of Bonds.

Each scries of bondx (1he *Bondx™) ary limited obligations of the West Virglnia Economic Development Autharity (the "1ssuer™), and do not
constitute an indebtedneas or & charge agalnst tho genenai credit of the Issuer or the Statn of West Virginis, The Bonds sre payable solely from, and secured by »
pledga of the loan repayments under 8 note ixsued under the terms of, for each serics, s Loan Agreement (¢ollectively, the "Agreement™) between the Issuer and

APPALACHIAN POWER COMPANY

Commencing September 4, 2013 (the “Conversion Daig™), the Serles C Bonds will bear interest st the mite of 3.25% per annum until May 1, 2019 and
the Serics D Bonds will bear inferest at the rate of 325% per annum unill May 1, 2019. Interest on the Bondx wili be payahlo semi-snnually in amears,
commenclog on March |, 2014 and on ench March | and September | ef each year thereafter, The Bonds will mature and become due and payable, together with
any sccrued and unpsid Interest, on May 1, 2019

Prior 10 September 8, 2018, the Bondx will not ba subject 10 optionai redemption but will be subfect to extraordinary opliona redemption as descilbed
under THE BONDS = Redemption in Appendix D, On or after Sepiember 3, 2018, the Bonds may ba redeemed at any time [n whole oe In part at 100% af their
principal amount plus accrued snd unpald interest, [Fany Seo REDEMPTION herein,

The Bonds wili be reoffered as fully registered bonds and will be registered In the name ef Ceda & Co, a8 registered owner and nominee for The
Deposilory Trust Company, New York, New York (“DTC™). DTC acts a3 a secwilics depository for the Bonds, The Bonds will ba reoffered in denominations
of $3,000 or any integral multiple thereof. Execpt under the limiled circumsiances described herein, Beneficlst Ownera af book-entry inferests In the Bondx will
not recelve certificates representing their ownership Interesis.  Payments of principal of and premium, if any, and Interest on the Bondx wili ba made through
OTC and disbursements of such payments to Beneficial Owners will be the responxibliity of OTC and its Participants (sce THE BONDS ~ Book-Entry Only
System n Appendin 00, J P. Morgan Securitles LLC, Fifth Third Securities, Ine, and The Huntlngton Invesiment Company will act as tha remarketing agents
{ihe “Remarketing Agents™) for tho Bonds. The Bank ¢f New York Mellon Trust Company, N A. actx as Trustee foc the Donds,

PRICF: 100%
Thix cover page contalns limiled Information for quick refereace only and |8 not & summary of this Reoffering Clrcular, Investors should read the

entirn Reoffering Clrcular to obtali Information esseatial to the makng of an [nformed [nvestment decislon,

‘The Bands are reoffered by the Remarketlng Agents subject ta the receipt of an opinion of Squire Sanders (US) LLP, as described berein, and certain
other conditions. Cerain Jegal maiters, other than the valldity ef the Bonda and the exclusion from gross income for feden] incorme wx purposes of Enterest
thereon, will ba passed on for the Remarketing Agents by their countel, Hunton & Willlamx LLP, New Yock, New Yark, and for the Company by its Internal
counsel. Delivery of the Bonds in book-entry-only form Ia expecied on of sbeul Seplember 4, 201, through the facilitice of DTC In New Yok, New Yok,
against payment therefor,

J.P. Morgan
Fifth Third Securitles, Inc. The Huntingion Invesiment Company
Dated, August 10,2013
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No person has been authorized to give any information or to make any representations other than
those contained in this Reoffering Circular in connection with the reoffer made hereby and, if given or
made, such information or representations must not be relied upon as having been authorized by the
Issucr, the Company or the Remarketing Agents. Neither the dclivery of this Reoffering Circular nor any
sale hereunder shali under any circumstances create any implication that there has been no change in the
affairs of the Issuer or the Company since the date hereof This Reoffering Circular does not constitute an
offer or solicitation In any jurisdiction in which such offer or solicitation is not authorized, or in which the
person making such offer or solicitation {s not qualified to do so or to any person to whom it is unlawful
to make such offer or solicitation. The Issuer neither has nor assumes any responsibility as to the
accuracy or completeness of the information in this Reoffering Circular, all of which has been furnished
by others, other than Information under TI7E ISSUER in Appendix D.

The Remarketing Agents have provided the foliowing sentence for inclusion in this Reoffering
Circular, The Remarketing Agents have reviewed the information in this Reoffering Circuiar in
accordance with, and as a part of, their responsibilities to investors under the federal securities jaws as
applied to the facts and circumstances of this transaction, but the Remarketing Agents do not guarantee
the accuracy or completeness of such information,

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER, THE COMPANY AND THE TERMS OF TIHE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN
RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR
REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS REOFFERING
CIRCULAR, ANY REPRESENTATION TO THE CONTRARY 1S A CRIMINAL OFFENSE.
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CERTAIN INFORMATION RELATING TO THE BONDS

All information In the Official Statement attached hereto as Appendix D prepared in
connection with the original delivery of the Bonds is subject to, and qualified by, the more recent
information included in this Reoffering Circuiar. Unless otherwise defined, capitalized terms
used in this Reoffering Circular shail have the meanings set forth in the Official Statement or in
the Indenture relating to the relevant series of Bonds. Information concerning the Company is
contained in Appendix A hereto, which supplements and updates the original Appendix A to the
accompanying Official Statement. The Official Statement attached as Appendix D hereto, which
contains, among other things, descriptions of the Issuer, the Project, the Bonds, the Agreements
and the Indentures, constitutes an integral part of this Reoffering Circular and must be read in
conjunction herewith.

On September 24, 2008 and September 18, 2008, the West Virginia Economic
Development Authority (the *Issuer”) issued (i) $30,000,000 aggregate principal amount of its
Pollution Control Revenue Refunding Bonds (Appaiachian Power Company — Amos Project),
Series 2008C (the "Series C Bonds™) and (ii) $40,000,000 apgregate principal amount of its
Pollution Control Revenue Refunding Bonds (Appalachian Power Company — Amos Project),
Series 2008D (the *Series D Bonds™; and together with the Series C Bonds, the *Bonds"),
respectively. At the election of the Company, on the Conversion Date, the Interest rate
Determination Method on the Bonds will be changed to a new Long-Term Interest Rate Period
that will begin on the Conversion Date and will end on May 1, 2019, the stated maturity of the
Bonds.

Commencing on the Conversion Date, the Series C Bonds will bear interest at the rate of
1.25% per annum until May 1, 2019 and the Series D Bonds will bear interest at the rate of
3.25% per annum until May 1, 2019, Interest on the Bonds will be payable semi-annually in
arrears, commencing on March 1, 2014 and on each March 1 and September 1 of each year
thereafter.

The Bonds will inature and become due and payable, together with any accrued 2nd
unpaid interest, on May 1, 2019,

REDEMPTION

Prior to September 5, 2018 the Bonds will not be subject to optional redemption but will
be subject to extracrdinary optional redemption as described under THE BONDS - Redemption
in Appendix D. On or afier September 5, 2018, the Bonds may be redeemed at any time in whoie
or in partat 100% of their principal amount plus accrued and unpaid interest, if any.
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CONTINUING DISCLOSURE AGREEMENT

The Company has agreed to deliver certain continuing disclosure information satisfying
the requirements of Rule 15¢2-12 (“Rulc™) under the 1934 Act. The Company wiil undertake in
a written agreement for the benefit of the holders and beneficial owners of the Bonds (the
“Continuing Disclosure Undertaking™) to provide the Municipal Securities Rulemaking Board
(“MSRB™) as the sole nationally recognized securities repository through the MSRB's Electronic
Municipal Market Access (“EMMA™) certain financial and operating data concerning the
Company. Inaddition, the Company will undertake, for the benefit of the holders and beneficial
owners of the Bonds, to provide to the MSRB through EMMA, in a timely manner (not in excess
of ten (10) business days afler the occurrence of such event), notices of any of the events
enumerated in the Rule, Notices of the aforesaid events and any filing to be made under the
Continuing Disclosure Undertaking may be made solely by transmitting such filing to the MSRB
through EMMA as provided at http://emma msrb org. The contents of such website do not
constitute a part of this Reoffering Circular. See Appendix C — Form of Continuing Disclosure
Undertaking hereto.

Since November of 2008, several financial guaranty insurance providers sustained
rating downgrades as a result of the credit crisis. As a result of the downgrades of such bond
insurers, bonds insured by such financial guaranty insurance policies were downgraded.

Certain information repositories’ records do not reflect the material event information
described above regarding rating changes for two series of bonds insured by financial
guaranty insurance policies or notices of failure to provide such information to those
repositories in accordance with certain continuing disclosure undertakings to which the
Company was subject. None of those insurad bonds remain outstanding. Certain
information repositories’ records do not reflect the filing of the Company’s annual financtal
statements for the years 2008 and 2009 for one series of bonds and reflect that its 2011
annual financial statements were posted to an outdated CUSIP number for another series of
bonds. The Company has provided such financial statements for outstanding bonds. The
Company has in place procedures in order to make such material event notices and financial
statement filings on an on-going basis.

The sole and exclusive remedy for breach or default under the Continuing Disclosure
Undertaking is an action to compel specific performance of the undertakings of the Company
and no person, including a holder of the Bonds, may recover monetary damages thereunder
under any circumstances. A breach or default under the Continuing Disclosure Undertaking
shall not constitute an event of default under the Indenture or the Agreement applicable to each
series of Bonds. In addition, if all or any part of the Rule ceases to be in effect for any reason,
then, subject to the terms of the Continuing Disclosure Undertaking, the information required to
be provided under the Continuing Disclosure Undertaking, insofar as the provision of the Rule

*
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no longer in effect required the provision of such information, shall no longer be required to be
provided.

REMARKETING

LP. Morgan Securities LLC, Fifth Third Securities, Inc, and The Huntington Investment
Company have been appointed Remarketing Agents for the Bonds. Pursuant to the Series C
Remarketing Agreement (the “Series C Remarketing Agreement”) to be entered into by the
Company and J.P. Morgan Securities LLC, as representative of the Remarketing Agents for the
Seties C Bonds, the Remarketing A gents will agree, subject to certain conditions, to reoffer the
Series C Bonds on the Conversion Date to the public at 2 purchase price equal to 100% of the
principal amount thereof. The Company has agreed to pay the Remarketing Agents for the
Series C Bonds $150,000 as a fee, plus expenses. Pursuant to the Series C Remarketing
Agreement the Company has agreed to indemnify the Remarketing Agents and their respective
officers, directors and employees, against certain liabilities, inciuding liabilities under the federal
securities laws,

Pursuant to the Series D Remarketing Agreement (the “Series D Remarketing
Apreement”) to be enteted into by the Company and J.P. Morgan Securities LLC, as
representative of the Remarketing Agents for the Series D Bonds, the Remarketing Agents wili
agree, subject to certain conditions, to reoffer the Series D Bonds on the Conversion Date to the
pubiic at a purchase price equal to 100% of the principal amount thereof. The Company has
egreed to pay the Remarketing Agents for the Series D Bonds $200,000 as a fee, plus expenses.
Pursuant to the Series D Remarketing Agteement the Company has agreed to indemnify the
Remarketing Agents and their respective officers, directors and employees, against certain
liabilities, including liabilities under the federal securities laws,

The Remarketing Agents and/or certain of their affiliates may engage in transactions
with, and from time to time have performed, and may in the future perform, services for, the
Company and its affiliates in the ordinary course of business, for which they received or wili
receive customary fees and expenses.

The Remarketing Agents and their affiliates are full service financial institutions engaged
in various activities, which may include securities trading, commercial and investiment banking,
financial advisory, investment management, principal investment, hedging, financing and
brokerage activities.

In the ordinary course of their various business activities, the Remarketing Agents and
their affiliates may make or hoid a broad array of investments and actively trade debt and equity
securities (or related derivative securities) and financial instruments (which may include bank
loans and/or credit default swaps) for their own accounts and for the accounts of their customers
and may at any time hold long and short positions in such securitics and instruments. Such
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investment and securities activities may involve securities and instruments of the Company and
its affiliates.

TAX EXEMPTION

The opinion of Hunton & Williams LLP delivered in connection with the original
issuance of each series of the Bonds stated that, under then-existing law, interest on the Bonds
(a) is not included in gross income for Federal income tax purposes; except when held by a
»substantial user* of the Project or a “related person" within the meaning of Section 103(b)(13)
of the Internal Revenue Code of 1954, as amended, (b) i3 not an item of tax preference for
purposes of the Federal alternative minimum income tax imposed on individuals, corporations
and other taxpayers; however, with respect to corporations (as defined for Federal income tax
purposes) subject to the alternative minimum income tax, such interest is taken into account in
determining adjusted current earnings for purposes of computing such tax, and (c) is exempt
from all taxation by the State of West Virginia, except inheritance taxes. See TAX MATTERS in
the Official Statement. Such opinion spoke only as of its date and will not be reissued or updated
in connection with this reoffering.

In connection with the delivery of notices regarding the change in interest rate
Determination Method on the Bonds, Squire Sanders (US) LLP (Squire Sanders) rendered its
opinions, and in connection with the proposed change in interest rate Determination Methed
Squire Sanders will render its opinions, that such change will not, by itself, adversely affect the
exclusion from gross income of interest on the Bonds for federal income tax purposes, and is
permitted under the Act and by the Indenture. In rendering such opinions, Squire Sanders
examined such proceedings, documents, matters and law as it deemed necessary to render such
opinions, Squire Sanders did not act as bond counse! in connection with the original issuance of
and delivery of any of the Bonds and makes no representations as to the correctness of any
opinions rendered by other bond counsel in connection therewith, Further, Squire Sanders has
not obtained, verified or reviewed any information concering any event (except for the change
in interest rate Determination Method) that might have occurred subsequent to the original
issuance of the Bonds and that might have adversely affected the exclusion from gross income of
interest on the Bonds for federal income tax purposes, See Appendix B for the proposed forms of
such opinions.
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LEGAL MATTERS

Certain legal matters will be passed upon by JefTrey D. Cross or Thomas G. Berkemeyer,
counsel for the Company. Jeffrey D. Cross and Thomas G. Berkemeyer are Deputy General
Counsel and Associate General Counsel, respectively, of American Electric Power Service
Corporation, an affiliate of the Company. Certain legal matters, other than the validity of the
Bonds and the exclusion from gross income of interest thereon, will be passed upon by Hunton
& Williams LLP, New York, New York, counsel for the Remarketing Agents. Hunton &
Williams LLP acts as counsel to certain affiliates of the Company for some matters,

The various legal opinions to be delivered concurrently with the reoffering of the Bonds
express the professional judgment of the attorneys rendering the opinions as to the legal issues
explicitiy addressed therein. In rendering a lepal opinion, the attomey does not become an
insurer or guarantor of the expression of professional judgment, of the transaction opined upon,
ot of the future performance of the parties to the transaction, nor does the rendering of an opinion
guarantee the outcome of any legal dispute that may arise out of the transaction.

MISCELLANEOUS

The attached Appendices (including documents incorporated by references therein) are an
integral part of this Reoffering Circular and must be read together with al] of the balance of this
Reoffering Circular.

The Issuer does not assume any responsibility for the matters contained in this ReofTering
Circular other than information under THE ISSUER in Appendix D. All findings and
determinations by the Issuer relating to the issuance and sale of the Bonds are, and have been,
made by the Issuer for its own internal uses and purposes in performing its duties undcr West
Virginia law.,
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APPENDIX A
APPALACHIAN POWER COMPANY

The Cornpany is a pubiic utility engaged In generating, purchasing, transmitting,
distributing and selling electricity in Virginia and West Virginia. Its principal executive office is
1 Riverside Plaza, Columbus, Ohio 43215 and the telephone number is (614) 716-1000, The
Company Is a subsidiary of American Electric Power Company, Inc. (AEP) and Is a part of the
AEP integrated utility system.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities Exchange Act
of 1934 (1934 Act) and in accordance therewith files reports and other information with the
Securities and Exehange Commission (SEC). Such reports and other information may be
inspected and copied at the public reference room maintained by the SEC at 160 F Street, N.E,,
Washington, D.C. 20549, Information about the operation of the public reference room can be
obtained by calling the SEC at 1-800-SEC-0330. The SEC maintains a web site at
htty://www sec pov containing reports, proxy end information statements end other information
regarding registrants that file electrontcally with the SEC, including the Company. Certain of the
Company’s securitics are listed on the New York Stock Exchange, Inc., where reports,
information statements and other information concerning the Company may also be inspected.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents filed with the SEC by the Company pursuant to the 1934 Act
are incorporated by reference in this Appendix A and made a part of this Reoffering Circular:

¢ The Company’s Annual Report on Form 10-K for the year ended December 31, 2012,
and

» The Company’s Quarterly Reports on Form 10-Q for the quarters ended March 31, 2013
and June 30, 2013, end

s The Company’s Current Report on Form 8-K filed July 19, 2013.

All documents filed by the Company with the SEC pursuant to Section 13(a), 13(c), 14 or
15(d) of the 1934 Act subsequent to the date of this Reoffering Circular and prior to the
termination of the recffering of the securities offered by this Reoffering Circular are to be
incorporated by reference in this Appendix A and to be a part of this Reoffering Circular from
the date such documents are filed.
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Any statement contained in a document so incorporated or deemed to be incorporated
shall be deemed to be modified or superseded for purposes of this Reoffering Circular to the
extent that a statement contained herein or in any other subsequently filed document which is
deemed to be so incorporated modifies or supersedes such statement. Any such statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this Appendix A,

The Company will provide without charge to each person to whom a copy of this
Reoffering Circular has been delivered, on the written or oral request of any such person, a copy
of any or all of the documents described above which have been incorporated by reference in this
Appendix A, other than exhibits to such documents. Written requests for copies of such
documents should be addressed to Financial Reporting, American Electrie Power Service
Corporation, 1 Riverside Plaza, Columbus, Ohio 43215 (telephone number: 614-716-1000). The
information relating to the Company contained in this Appendix A does not purport to be
comprehensive and should be read together with the information contained in the documents
incorporated by reference herein.

RECENT DEVELOPMENTS

The Company filed in December 2012 for approval from the Virginia State Corporation
Commission (the “VSCC™) and the Public Service Commission of West Virginia (the
“WVPSC") to transfer Ohio Power Company's two-thirds ownership (867 MW) of Amos Plant
Unit 3 (1,300 MW) (the “Amos Transfer”) and 800 MW of the 1,600-MW generating capacity of
the Mitchell Plant to the Company.

On July 31, 2013 the VSCC approved the Amos Transfer, The VSCC also approved the
merger of Wheeling Power Company, an affiliate of the Company, with the Company, but
denied transfer of 50 percent of the 1,600-megawatt (MW) Mitche!l Plant to the Company. The
Company proposed to purchase the Amos Transfer at its net book value. The VSCC stated that
the book value of the Amos Transfer was overstated by $53.4 million and accordingly approved
the purchase at a price of $565 million, rather than $618 million. Although the VSCC approved
the merger of Wheeling Power Company with the Company, denial of the Mitchell Plant
ownership transfer means there will be insufficient generation resources to setve the merged
company. The Company intends to notify the parties and the WVPSC in the asset transfer case of
this matter and may re-evaluate the feasibility of the merger.

Approval from the WVPSC is still necessary to complete the Amos Transfer to the
Company.

A-2
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RISKFACTORS

Investing in the Bonds involves risk. Please see the risk factors described in the
Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2012, and the
Company’s Quarterly Reports on Form 10-Q for the quarters ended March 31, 2013 and June 30,
2013, which are incorporated by reference in this Reoffering Circular. Before making an
investment decision, you should carefuily consider these risks as well as other information
contained or incorporated by reference in this Reoffering Circular. The risks and uncertainties
described are those presently known to the Company. Additional risks and uncertainties not
presently known to the Company or that the Company currentiy deems immaterial may also
negatively impact the Company’s business operations, its financial results and the value of the
Bonds.

RATIO OF EARNINGS TO FIXED CHARGES

The Ratio of Earnings to Fixed Charges for each of the periods indicated Is as follows:

welve Month i ded Ratia
December 31, 2008 1.73
December 31, 2009 1.93
December 31, 2010 1.96
December 31,2011 2.16
December 31, 2012 3.01
June 30,2013 2.65

The Ratio of Earnings to Fixed Charges for the six-month period ended June 30, 2013
was 2.65. For the purposes of calculating the Ratio of Earnings to Fixed Charges, “earnings”
represents income before income taxes, extraordinary items, and cumulative effect of accounting
changes, plus fixed charges. “Fixed charges” consist of interest expense, amortization of debt
issuance costs, and the portion of operating rental expense which management believes is
representative of the interest within rental expense.

For current information on the Ratio of Eamings to Fixed Charges, please see the
Company’s most recent Annual Report on Form 10-K and Quarterly Report on Form 10-Q. See
Available Information above.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The consolidated financial statements and financial statement scheduie incorporated by

reference in this Reoffering Circular from the Appalachian Power Company Annual Report on
Form 10-K for the year ended December 31, 2012 have been audited by Deloitte & Touche LLP,

A-3
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an independent registered public accounting firm, as stated in their reports incorporated by

reference herein.

A4
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APPENDIX B
Squira Sandars (US) LLP
4900 Key Tower

127 Public Squars
Cleveland, OH 44114

O +1216 479 8500
F +1216 4796780
squiresanders com

September 4, 2013

West Virginia Economic Development Authority
Charleston, West Virginia

The Bank of New York Mellon Trust Company, N.A., as Trustee,
Paying Agent, Bond Registrar and Tender Agent
Columbus, Ohio

J.P. Morgan Securities LLC, as Representative of the
Remarketing Agents
New York, New York

Appalachian Power Company
Charleston, West Virginia

This opinion is rendered at the request of Appalachian Power Company in connection
with the proposed change in intcrest rate Determination Method on the Bonds (identified below)
from one Long-Term Interest Rate Period to a different Long-Term Interest Rate Period to be
effective on September 4, 2013 (the “Action”). The Bonds are the $30,000,000 West Virginia
Economic Development Authority Pollution Control Revenue Refunding Bonds (Appalachian
Power Company — Amos Project), Serles 2008C (the “Bonds™), issued on September 24, 2008.
The Bonds were issued pursuant to the Indenture of Trust dated as of September 1, 2008 (the
“Indenture”) between the West Virginia Economic Development Authority and The Bank of
New York Mellon Trust Company, N.A., as Trustee. Capitalized terms not otherwise defined in
this opinion are used as defined in the Indenture.

We have examined such proceedings, documents, matters and law as we dcem necessary
to render the opinions set forth in this letter,

Based on that examination and subject to the limitations stated below, we are of the
opinion that under existing law:

(I} The Action will not, by itself, adversely affect the exclusion from gross income of
interest on the Bonds for federal income tax purposes; and

B-1
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(2)  The Action is permitted under the Act and by the Indenture.

The opinions stated above are based on an analysis of existing taws, regulations, rulings
and court decisions and cover certain matters not directiy addressed by such authorities. In
rendering ail such opinions we assume, without independent verification, and rely upon (i) the
accuracy of the factual matters represented, warranted or certified in the proceedings and
documents we have examined and (ii) the due and legal autherization, execution and delivery of
those documents by, and the valid, binding and enforceable nature of those documents upon, the
parties thereto,

The opinion stated above in paragraph (1) is limited to the legal effect of the Action. We
did not act as bond counsel in connection with the original issuance of and delivery of any of the
Bonds and we make no representations as to the correctness of any opinions rendered by other
bond counsel in connection therewith. Further, we have not obtained, verified or reviewed any
information conceming any event (except the Action) that might have occurred subsequent to the
original issuance of the Bonds and that might have adversely affected the exclusion from gross
income of interest on the Bonds for federal income tax purposes. Accordingly, except as
expressly stated in paragraph (1) above, we express no opinion as to any matters concerning the
status of the interest on the Bonds under the Intemal Revenue Code of 1986, as amended,
including specifically whether the Interest on the Bonds is excluded from gross income for
federal income tax purposes.

This letter is fumished by us solely for your benefit in connection with the Action and
may not be relied upon for any other purpose or by any other person including the holders,
owners or beneficial owners of the Bonds. The opinions in this letter are stated only as of this
date, and no other opinion shall be implied or inferred as a result of anything contained in or
omitted from this letter. Our engapement with respect to this matter has concluded on this date.

Respectfuliy submitted,
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Squire Sandars (US) LLP
4900 Key Tower

127 Public Squars
Cleveland, OH 44114

O +1218 479 8500
F +1218 4798780
aquiresanders com

September 4, 2013

West Virginia Economic Development Authority
Charleston, West Virginia

The Bank of New York Mellon Trust Company, N.A., as Trustec,
Paying Agent, Bond Registrar and Tender Agent
Columbus, Ohio

1.P. Morgan Securities LLC, as Representative of the
Remarketing Agents
New York, New York

Appalachian Power Company
Charleston, West Virginia

This opinion is rendered st the request of Appalachian Power Company in connection
with the proposed change in nterest rate Determination Method on the Bonds (identified below)
from one Long-Term Interest Rate Period to a different Long-Term Interest Rate Period to be
effective on September 4, 2013 (the “Action”). The Bonds are the $40,000,000 West Virginia
Economic Development Authority Pollution Control Revenue Refunding Bonds (Appalachian
Power Company — Amos Project), Series 2008D (the “Bonds"), issued on September 18, 2008,
The Bonds were issued pursuant to the Indenture of Trust dated ss of September 1, 2008 (the
“Indenture™) between the West Virginia Economic Development Authority and The Bank of
New York Mellon Trust Company, N.A., as Trustee. Capitalized terms not otherwise defined in
this opinion are used as defined in the Indenture.

We have examined such proceedings, documents, matters and law as we deem necessary
to render the opinions set forth in this letter.

Based on that examination and subject to the limitations staled below, we are of the
opinion that under existing law:

(1)  The Action will not, by itself, adversely affect the exclusjon from gross income of
interest on the Bonds for federa! income tax purposes; and
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(2)  The Action is permitted under the Act and by the Indenture,

The opinions stated above are based on an analysis of existing laws, regulations, rulings
and court decisions and cover certain matters not directly addressed by such authorities. In
rendering all such opinions we assume, without independent verification, and rely upon (i) the
accuracy of the factual matters represented, warranted or certified In the proceedings and
documents we have examined and (ii) the due and legal authorization, execution and delivery of
those documents by, and the valid, binding and enforceable nature of those documents upon, the
parties thereto,

The opinion stated above in paragraph (1) is limited to the legal effect of the Action. We
did not act as bond counsel in connection with the original issuance of and delivery of any of the
Bonds and we make no representations as to the correctness of any opinions rendered by other
bond counsel in connection therewith. Further, we have not obtained, verified or reviewed any
information conceming any event (except the Action) that might have occurred subsequent to the
original issuance of the Bonds and that might have adversely affected the exclusion from gross
income of interest on the Bonds for federal income tax purposes. Accordingly, except as
expressly stated in paragraph (1) above, we express no opinion as 1o any matters conceming the
status of the interest on the Bonds under the Intemal Revenue Code of 1986, as amended,
including specifically whether the interest on the Bonds is excluded from gross income for
federal income tax purposes.

This letter is fumished by us solely for your benefit in connection with the Action and
may not be relied upon for any other purpose or by any other person including the halders,
owners or beneficial owners of the Bonds, The opinions in this letter are stated only as of this
date, and no other opinion shall be implied or inferred as a result of anything contained in or
omitted from this [etter, Our engagement with respect to this matter has concluded on this date,

Respectfully submitted,

B-4
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APPENDIXC
AMENDED AND RESTATED
RULE 15¢2-12 UNDERTAKING OF
APPALACHIAN POWER COMPANY
In connection with the § principal amount of West Virginia

Economic Development Authority Pollution Control Revenue Refunding Bonds (Appalachian
Power Company-Amos Project), Series 2008___ (the “Bonds™), Appalachian Power Company, a
Virginia corporation (the “Corporetion®), hereby undertakes as follows:

(a)  Solely for the purpose of enabling J.P. Morgan Securities LLC, Fifth Third
Securities, Inc. and The Huntington Investment Company, as rematketing agents of the Bonds,
1o comply with the requirements of Rule 15¢2-12(b)Y(5) under the Securilies Exchange Act of
1934, a3 in effect on September 4, 2013 (such Rule, as in effect on such date, being hereinafter
called the *Rule™), the Corporation hereby undertakes (but only to the extent, and only for so
long as, required for compliance with valid and effective provisions of the Rule), for the benefit
of the holders of the Bonds, to provide to the persons specified in paragraph (b) hereof,

()] not later than 120 days after the end of each fiscal year of the Corporation,
the Corporation’s audited annual financial statements, for the Corporation’s most recent fiscal
year then ended, of the type included in Appendix A to the Reoffering Circular dated August __,
2013, relating to the Bonds (the “Audited Financial Statements*), which financial statements will
be prepared in accordance with generally accepted accounting principles; provided, that if the
audited financial statements of the Corporation are not available by the date required above, the
Corporation will submit unaudited financial statements and submit audited financtal statements
as soon as they are aveilable; and

(i)  In atimely manner (but not in excess of ten business days), notice (each an
“Event Notice™) of (T) the occurrence of any of the events enumncraled in subdivisions
(BXS)(IXC)(1) through (14) of the Rule or (IT) a failure by the Corporation to provide the
Audited Financial Statements by the date and 10 the extent required by paragraph (a)(i) hereof.

(b)  To the extent required by paragraph (a) hereof, the Audited Financial Statements
and Event Notices shail be provided to the Municipal Securities Rulemaking Board (the
“MSRB™) under its Electronic Market Access System.

(¢)  This UndertakIng is made solely by the Corporation for the purpose stated in
paragraph (a) and neither West Virginia Economic Development Authority (the “Issuer™) nor its
members, officers or employees have any responsibility or liability for the sufficiency,
performance or enforcement of this Undertaking,

(d)  This Undertaking: (i) is not intended to impose obligalions on the Corporation that
are not required to achieve the purpose stated in paragraph (a) hereof; (ii) does not constitute an
acknowledgment by the Corporation of the vaiidity of the Rule; and (iit) is valid and binding
only to the exlentand for so long as the Rule is valid and remains in effect. The Corporation
expressly reserves the right to contest the validity of all or any portion of the Rule, including,
without limitalion, as a defense in any action or proceeding. Ifthe Rule or any portion thereof is

C1
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determined to be invalid or is repealed, or is amended to reduce the undertakings required to be
obtained from "obligated persons” within the meaning of the Rule, the obligations of the
Corporation hereunder shall be correspondingly reduced or terminated. The Corporation
expressly reserves the right to modify its performance of its obligations hereunder, to the extent
not inconsistent with those portions, if any, of the Rule that remain valid and effective.

(¢}  The Corporation, its directors, officers, employees and stockholders shall have no
liabil ity under this Undertaking for any act or failure to act; notwithstanding anything contained
in the Loan Agreement dated as of September 1, 2008 (the "Agreement”), between the Issuer
and the Corporation, the Indenture of Trust dated as of September 1, 2008 (the “Indenture™),
between the Issuer and The Bank of New York Mellon Trust Company, N.A,, as trustee (the
*Trustee™), or any other document, a failure by the Corporation to comply with any provision of
this Undertaking shall not constitute an Event of Default under the Agreement, an Event of
Default under the Indenture, or a default under any Bond; and the sole remedy shall be an action
to compe] performance, Except as may otherwise be required by the Rule, no person, other than
the Trustee, acting pursuant to the Indenture, shall have any right, power or standing to enforce
this Undertaking. It shall be a condition precedent to the right, power, and standing of any
person to bring an action to compel performance under this Undertaking that (i) such person, not
less than five business days prior to commencement of such actions, shall have actually
delivered to the Corporation notice of such person’s intent to commence such action and the
nature of the non-performance complained of, together with reasonable proof that such person is
a person otherwise having such right, power and standing, and (ii) the Cerporation shall not
have cured the non-performance compiained of. Neither the commencement nor the successfui
completion of an action to compel performance hereunder shail entitle the Trustee or any other
person to attoreys' fees or any other reiief, other than an order or injunction compelling
performance,

(h  [reserved].

{g)  All obligations of the Corporation pursuant to this Undertaking shali terminate if
and when the Corporation is no longer an “obligated person™ with respect to the Bonds within
the meaning of the Rule.

(h)  Untii such time as it shall be definitely established to the contrary, the
Corporation may assume for purposes of the agreements contained in the Undertaking relating to
Event Notices:

(1)  theterm "defaults” as used in the Rule means Events of Default as such
term is defined in the Indenture;

(3) there ere no “debt service reserves” or *liquidity providers”, as such terms
are used in the Rule; and

(4)  there is no “property securing repayment” of the Bonds, other than the
Agreement, within the meaning of the Rule.
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(i}  This Undertaking amends and restates in its entirety the Corporation’s Rule 15¢c2-
12 Undertaking, dated September 24, 2008,

IN WITNESS WHEREQF, the Corporation has duly authorized this Undertaking by the
signature of its avthorized officer.

APPALACHIAN POWER COMPANY
By:

Name: Renee V. Hawkins
Title: Assistant Treasurer

Dated: September 4,2013
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Appendix D

SUPPLEMENT DATED SEPTEMBER 24, 2008
TO COMPOSITE OFFICIAL STATEMENT
DATED SEPTEMBER 10,2008

NEW I1SSUE - BOOK-ENTRY ONLY

$30,000,000
West Virgtnia Economic Development Authority
Poilution Control Revenue Refunding Bonds
(Appatachian Power Company — Amos Project),
Series 2008C
(the “Serics C Bonds™)

The following amends &nd restates certain information solely relating to the Series C Bonds in the
Composite Official Statement, dated September 10, 2008 {the *Official Siatement™):

The Series C Bonds will be dated as of September 18, 2008,
Interest shall accrue on the Series C Bonds from September 18, 2008,
The date of original Issuance of the Series C Bonds shall be on or about September 24, 2008.

Delivery of the Series C Bonds In book-entry-only form is expected on or about September 24,
2008 through the facilities of DTC in New York, New York, against payment therefor.

Barclays Capital Inc, (“Barclays™) has agreed to assume the rights, duties and obligations of
Lehman Brothers Inc. relating 1o the purchase, sale and delivery of the Series C Bonds.

Appalachian Power Company has agreed fo pay Barclays $125,750 as compensation and to
reimburse Barclays for its reasonable expenses,

It the descriptlon af the Serles C Bonds varles between the Official Statement and thls
Supplement, you should rely an information In this Supplement.

D-t
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COMPOSITE OFFICIAL STATEMENT
TWO NEW ISSUES—BOOK ENTRY

In the opinion of Bond Counsel, under existing law and tubject to the conditions described under the caption TAX MATTERS hercin,
jnterest on the Bonds (a) will not be included in gross income for Federal income tax purposes; except when held by a “substantial user” of
the Project or a “related person” within the meaning of Section 103(b}13) of the Internal Revenue Code of 1954, as amended, and (b) will
not be an item of tax preference for purposes of the Federal alternative minimum income tax imposed on individuals, corpomtions and other
taxpayers; however, with respect to corporations (as defined for Federnl income tax purposes) subject to the alternative minimum income
tax, such Interest is taken into account in detenmining edjusted current earnings for purposes of computing such tax. Such interest wili be
cxempt from alt taxation by the State of West Virginia, except inheritance taxes, A hoider may be subject to other Fedcrai tax consequences
aa described under the caption TAX MATTERS herein.

$30,000,000
West Virginla Economic Development Authority
Poltution Control Revenue Refunding Bonds
(Appalachian Power Company—Amos Profecl),
Serics 2008C
Interest to accrue from date of Issuance Due; May I, 2019

$40,000,000
West Virginia Economic Development Authority
Pollutlon Contro! Revenue Refunding Bonds
(Appalachfan Power Company—Amos Project),
Series 2008D
Interest to accrue from date of Issuance Due: May 1,2019

Each series of bonds {the “Bonds™) are [imited obligations of the West Virginia Economic Development Authonty (the “Issuer™), and
do not constitute an Indebiedness of & charge against the general eredit of the Issuer or the State of West Virginia, The Bonds are payable
soleiy from, and secured by a pledge of, the Joan repayments under a note issued under the temms of, for each series, 8 Loan Agreement
{collectively, the “Agreement™) between the fssucr and (the “Company™).

Appalachian Power Company

‘The Serfes 2008C Bonds will bear interest at the rate of 4 85% per annum beginning on the date of original Issuance unti) September 4,
2613, the date on which they are subject to mandatory tender for purchase, The Series 20081 Bonds will bear interest at the mate of 4 85%
per annum beginning on the date of original issuance unti] September 4, 2013, the date on which they are subject to mandatory tender for
purchase. Interest on the Bonds will be payable semi-snnually In arrcars on each March | and Scptember t of each year, commencing on
March 1, 2009, and on the date on which the Bonds are subject to mandatory tender for purchase, Prior to September 4, 2013, the Bonds
will not be subject to optional redemption but will be subject to extraordinary optional redemption as described under THE BONDS—Redempuion,

The Bonds will be issued as fully registered bonds and wall be reglstered Initially in the name of Cedo & Co., as registered owner and
nomince for The Deposttory Trust Company, New York, New York {*DTC™). DTC acts as a securitics depository for the Bends. The Bonds
will beissued in denominations of $5,000 and integral multiples thereol. Except under the limited circumstances described herein, Beneficial
Owners of book-entry interests in the Bands will not receive certuficates representing their Interests Payments of principal or purchase price
of and premium, if any, and interest on the Bonds will be made through DTC and disbursements of such payments o Beneficial Owners will
be the responsibility of DTC and its Participants (see THE BONDS—Book-Entry Only System herein), Lehman Brothers Inc. (*Lehman™)
will act ns underwriter for the Series 2008C Bonds. J P, Morgan Securities Inc. (“J P Morgon™; and together with Lehman, the “Undenwriters™)
will act as underwriter for the Series 20081 Bonds. The Bank of New York Mellon Trust Company, N.A. will act as Trustee and as Paying
Agent for the Bonds.

PRICE: 100%

This cover page contains limited information for quick reference only and is not & summary of this Official Statement. Investors should
reed the entire Official Statement to obtain Information essentia) to the making of an informed investment decision,

The Bonds are offercd, subject to prior sale, when, as and if Issued and received by the Underwriters, subjact to the approval of their
validity by Hunton & Williams, LLP, Richmond, Virginia, Bond Counsel, as described herein, and certain other conditions. Certan legal matters,
oiher than the validity of the Bonds and the exclusion from gross income for federa] income tax purposes of interest thereon, will be passed
on for the Underwriters by thefr counsel, Dewey & LeBoeuf LLP, New York, New York, and for the Company by lts internal counse), Delivery
of the Bonds in book-entry-only form ia expected on or about September 18, 2008, through the facilties of DTC in New York, New Yoik,
agoinst payment therefor.

LEiMAN BROTHERS JPMorgan
(Series 2008C) (Series 2008D)

Dated; September 10, 2008

D-2
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No person has been authorized to give any information or to make any representations
other than those contained in this Official Statement in connection with the offer made hereby
and, if given or made, such information or representations must not be relied upon as having
been authorized by the Issuer, the Company or the Underwriters. Neither the delivery of this
OfTicial Statement nor any sale hereunder shall under any circumstances create any implication
that there has been no change in the affairs of the Issuer or the Company since the date hereof.
This Official Statement does not constitute an offer or solicitation in any jurisdiction in which
such offer or solicitation is not authotized, or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or
solicitation, The Issuer neither has nor assumes any responsibility as to the accuracy or
completeness of the information in this Official Statement, all of which has been furnished by
others, other than information under THE ISSUER.

The Underwriters have provided the following sentence for inclusion in this Official
Statement. The Underwriters have reviewed the information in this Official Statement in
accordance with, and as a part of, its responsibilities to investors under the federal securities laws
as applied to the facts and circumstances of this transaction, but the Underwriters do not
guarantee the accuracy or completeness of such information,

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN
TRANSACTIONS THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE
OF THE BONDS, INCLUDING BY ENTERING STABILIZING BIDS. FOR A
DESCRIPTION OF THESE ACTIVITIES, SEE UNDERWRITING HEREIN.

D3
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$30,000,000
West Virginia Economic Development Authorlty
Poliution Control Revenue Refunding Bonds
(Appolochian Power Company - Amos Profect),
Series 2008C

$40,000,000
West Virginia Econonlc Development Authority
Pollution Control Revenue Refunding Bonds
{Appalachion Power Company - Amos Prafect),
Serles 2008D

INTRODUCTORY STATEMENT

This Official Statement, including the Appendices hereto, is provided to furnish certain
information in connection with the issuance by the West Virginia Economic Development
Authority, a public corporation and governmental instrumentality of the State of West Virginia
(“Issuer™) of its Pollution Control Revenue Refunding Bonds {Appalachian Power Company ~
Amos Project), Serics 2008C, in the eggregate principal amount of $30,000,000 (the “Serics C
Bonds") and its Po!lution Control Revenue Refunding Bonds (Appalachian Power Company —
Amos Project), Series 2008D in the aggregate principal amount of $40,000,000 (the “Series D
Bonds™ and, together with the Series C Bonds, the “Bonds™). The Issuer neither has nor assumes
any responsibility as to the accuracy or completeness of the information in this Official
Statement, all of which has been furnished by others, other than the information pertaining to the
Issuer under THE ISSUER.

The Bonds will be issucd under and pursuant to, for each series, a resolution of the Issuer
adopted on August 21, 2008 end, for each scries, an Indenture of Trust, dated as of September 1,
2008 (collectively, the “Indenturc™), between the Issuer and The Bank of New York Mellon
Trust Company, N.A., as trustee (in such capacity, the *Trustec"). Capitalized terms used herein
and not otherwise defined shall have the meanings given tothem in the Indenture,

Pursuant to Loan Agreements, each dated as of September 1, 2008, relating to each series
{collectively, the *Agreement™), between the Issuer and Appalachian Power Company
(“Company""), the Issuer will loan to the Company the respective proeeeds of each series of the
Bonds to be used to provide funds to refund or ta pay at redemption, respectively, the Putnam
County, West Virginia, Pollution Control Revenue Refunding Bonds (Appalachian Power
Company Project) Series E in the aggregate principal amount of $30,000,000 end the Putnam
County, West Virginia, Pollution Control Revenue Refunding Bonds (Appalachian Power
Company Project) Series F in the aggregate principal amount of $40,000,000 (collectively, the
“Refunded Bonds"), the proceeds of which having been used to provide funds to finance the cost
of acquisition, construction and improvement of pollution control facilities (the “Project™), or
portions thereof, designed for the disposal of solid wastes at the John E. Amos Generating
Station loeated in Putham County, West Virginia (the “Plant™).

In order to evidence each loan from the Issuer (collcetively, the “Loan™} and to provide

for the repayment of each, the Company will issue, for each scrics, a nonnegotiable promissory
t

D-4
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note (collectively, the “Note™) pursuant to the Agreement, Payments required under the Note
will be sufficient, together with any other funds on deposit in the Bond Fund (hereinafter
described) under the Indenture, to pay the principal of and premium, if any, and interest on the
Bonds and to make or provide for payments to the paying agent for the Bonds ("Paying Ageat”),
initially The Bank of New York Mellon Trust Company, N.A., equal to 100% of the principal
amount of the Bonds plus accrued interest, if any, upon tender thereof (“Purchasc Price™). The
Bonds will not otherwise be secured by a mortgage on, or security interest in, any of the Projects
or any other property of the Company.

The Series C Bonds will mature and become due and payable, together with any accrued
and unpaid interest, on May 1, 2019, The Series C Bonds will bear interest in the Long-Term
Mode at the rate of 4.85% per year, from the date of issuance until September 4, 2013, Interest
on the Series C Bonds will be payable semi-annually in arrears on March 1 and September I,
commencing March 1, 2009, and on the date on which the Bonds are subject to mandatory tender
for purchase, The Series C Bonds are subject to mandatory tender for purchase on September 4,
2013,

The Series D Bonds will mature and become due and payable, together with any accrued
and unpaid interest, on May 1, 2019. The Serics D Bonds will bear interest in the Long-Term
Modec at the rate of 4.85% per year, from the date of issuance until September 4, 2013. Interest
on the Series D Bonds will be payable semi-annually in arrears on March 1 and September 1,
commencing March [, 2009, and on the dale on which the Bonds are subject to mandatory tender
for purchase. The Series D Bonds are subject to mandatory tender for purchase on September 4,
2013.

The Bonds are special obligations of the Issuer, and are to be paid solely from, and will
be secured by a pledge of, payments to be made to the Issuer under the terms of the Agreement.
See THE BONDS — Security.

Bricfdescriptions of the Issuer, the Project, the Bonds, the Agreement and the Indenture
are included in this Official Statement, Information regarding the business, properties and
financial condition of the Company is included or incorporated by reference in Appendix A
attached hereto. The form of opinion that Bond Counse! proposes to deliver relating to the
Bonds is set forth in Appendix B hereto. The descriptions herein ofthe Agreement and the
Indenture are qualified in their entirety by reference to such documents, and the descriptions
herein of the Bonds are qualified in their entirety by reference to the forms thereofand the
information with respect thereto included in the aforesaid documents. All such descriptions are
further qualified in their entirety by reference to laws and principles of equity relating to or
affecting generally the enforcement of creditors® rights. Copies of such documents may be
obtained from the Company.

THE ISSUER

The West Virginia Economic Development Authority, empowered and authorized
pursuant to Chapter 31, Article 15, Section I, et. seq. of the Code of West Virginia, 1931, as
amended (the *Act™), is a body corporate and politic, constituting a public corporation and
government instrumentality of the State of West Virginia, with the power to borrow money and

2
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issue its bonds and other debt instruments for any of its purposes, and to finance making loans to
finance eny project to private corporations or to refund bonds issued for such purposes, Such
projects include pollution control facilities. The Issuer has no taxing power.

THE BONDS SHALL NOT CONSTITUTE A DEBT OR A PLEDGE OF THE FAITH
AND CREDIT OR TAXING POWER OF THE STATE OF WEST VIRGINIA OR OF ANY
COUNTY, MUNICIPALITY OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE
OF WEST VIRGINIA, AND THE HOLDERS AND OWNERS THEREOF SHALL HAVE NO
RIGHT TOHAVE TAXES LEVIED BY THE LEGISLATURE OF THE STATE OF WEST
VIRGINIA OR THE TAXING AUTHORITY OF ANY COUNTY, MUNICIPALITY OR ANY
OTHER POLITICAL SUBDIVISION OF THE STATE OF WEST VIRGINIA FOR THE
PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR PURCHASE PRICE OF THE
BONDS, BUT SHALL BE PAYABLE SOLELY FROM REVENUES AND FUNDS
PLEDGED FOR ITS PAYMENT AS AUTHORIZED BY THE ACT,

THE PROJECT

The Project is composed of additions to the Plant’s fly ash removal, handling and
disposal systems consisting of one high efficiency electrostatic precipitator for each of three
coal-fired steam electric generating units at the Plant together, in each case, with all necessary
hoppers, ductwork, piping and pump facilities, including foundations, structural steel support,
storage silo enclosures, electrical equipment, instrumentation, and other associated equipment.
Such facilities are required to remove fly ash from the boiler ¢xhaust flue gas, prior to its
discharge to the atmosphere, and to transport such captured fly ash to new fly ash storage and
disposal facilities.

The West Virginia Air Poliution Control Commission on June 2, 1977 certified that the
Project, as designed, is in furtherance of the purpose of abating or controiling atmospheric

pollutions or contaminants.
USE OF PROCEEDS

The Bonds are being issued by the Issuer for the purpose of providing funds for the
redemption of the Refunded Bonds. The Company will provide eny additional finds required to
redeem all of the Refinded Bonds from either intemnally generated funds or short-term
borrowings.

TIIE BONDS
General

The Bonds are being issued in fully registered form only in the aggregate amount set
forth on the cover page hereof. The Bonds initially will be dated as of their date of issuance and
will bear interest from such dates. The Bonds will mature and become due and payable, together
with any accrued and unpaid interest, on May I, 2019, For the period beginning on the date of
issuance to September 4, 2013, the Series C Bonds will bear interest in the Long-Term Mode at
the rate of 4,85% per annum; the Series D Bonds will bear interest in the Long-Term Mode at the
rate of 4.85% per annum. Interest on the Bonds will be payable semi-annually in arrears on each
March 1 and September [ of each year, commencing on March [, 2009, and on the date on which
the Bonds are subject to mandatory tender for purchase. The Series C Bonds are subject to

3l
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mandatory tender for purchase on September 4, 2013. The Series D Bonds are subject to
mandatory tender for purchase on September 4, 2013,

Each series of Bonds may subsequently be converted to bear interest at a Daily Rate,
Weekly Rate, Commercial Paper Rate, Auctiont Mode Rate or another Long-Term Rate, THIS
OFFICIAL STATEMENT DESCRIBES THE TERMS AND CONDITIONS OF THE BONDS
ONLY WHILE IN A LONG-TERM MODE.

Beneficial interests in the Bonds will initially be issued pursuant to a Book-Entry Only
System (“Book-Entry Only System™) maintained by The Depository Trust Company, New York,
New York ("DTC"), as described below under the caption Beok-Entry Only System. Under the
Indenture, the Issuer may appoint a successor securilies depository to DTC, (DTC, together with
any such successor securities depository, is hereinafter referred to as the *Securities
Depository™. The following information is subject in its entirety o the provisions described
below under the caption Book-Entry Only Systern while the Bonds are in the Book-Entry Only
System.

Form and Denominatlen of Bonds; Payments on the Bonds
Genera

The Bonds will be issued only as fully registered bonds, without coupons, in
deneminations of $5,000 or any integral multiple thereof (an “Authorized Denomination”). The
Bonds will be registered in the name of Cede & Co., as registered owner and nominee of DTC.
DTC acts as securities depository for the Bonds and individual purchases of Bonds may be made
in book-entry form only. So long as the Bonds are in book-entry only form, purchasers of Bonds
will not receive certificates representing their interest in the Bonds purchased. So long as Cede
& Co. is the registercd owner of the Bonds, as nominee of DTC, references herein to the
Bondholders or registered owners or holder shall mean Cede & Co., and shall not mean the
Beneficial Owners (as defined below) of the Bonds.

So long as Cede & Co, is the registered owner of the Bonds, principal of, premium, if
any, and interest on the Bonds are payable to Cede & Co., as nominec for DTC, which will, in
turn, remit such amounts to the DTC Participants (as defined below) for subsequent
disbursement to the Beneficial Owners. See — Book-Entry Only Systen: below,

The Bank of New York Mellon Trust Company, N.A. has been appointed as Trustee and
Paying Agent under the Indenture. The designated office of the Trustee and Paying Agent is
located, initially, in New Albany, Ohio, The Company and its affiliates maintain banking
relationships with The Bank of York Mellon Trust Company, N.A. and its affiliates. The Bank
of New York Mellon Trust Company, N.A. and its affiliates serve as trustee under various
indentures with, or for the benefit of, the Company and its affiliates,

Neither the Issuer nor the Trustee shall be required to make any transfer or exchange of
any Bond during the ten Business Days prior to the mailing of a notice of Bonds selected for

4
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redemption or, with respect to a Bond, after such Bond or any portion thereof has been selected
for redemption. Registration of transfers and exchanges shall be made without charge to the
Bondholders, except that any required taxes or other govemmental charges shall be paid by the
Bondholder requesting registration of transfer or exchange.

]nterest

Each payment of interest shall include interest aecrued through the day before such
interest payment date, Interest on the Bonds will be computed on the basis of a 360-day year
consisting of twelve 30-day months.

All payments of interest on the Bonds will be paid to the registered owner thereof whose
name appears in the bond register kept by the bond registrar as of the close of business on the
Regular Record Date (as defined below) by check mailed on the interest payment date, provided
thatany registered owner of $1,000,000 or more in aggregate principal amount of the Bonds
may, upon written request given to the Paying Agent at lcast five Business Days (as defined
below) prior to an interest payment date designating an account in a domestic bank, be paid by
wire transfer of immediately available funds. If any interest payment date, redemption date or
the maturity is not a Business Day, we will pay all amounts due on the next succeeding Business
Day and no additional interest will be paid.

“Business Day"” means any day other than a Saturday or Sunday or other than a day on
which commercial banks located fn all of the cities in which the Principal Offices of the Trustee
and the Paying Agent are located are authorized by law or regulation to close or on which the
New York Stock Exchange is closed.

"Regular Record Date™ means the fifteenth day of the calendar month preceding the
relevant intercst payment date.

Securlty

The Bonds will be special obligations of the Issuer, the principal of and premium, if any,
and interest on which will be payable solely from, and secured by a pledge of, the Loan
Payments to be made by the Company under the Agreement, In addition, the Company is
obligated to pay the Purchase Price with respect to the Bonds. The pledge does not extend to
funds to which the Trustee is entitled in its own right as fees, reimbursement, indemnity or
otherwise. The BDonds will not be sccured by a mortgage or security interest in the Project or any
other property of the Company.

Mandatory Tender

Principal and accrued intercst will be payable upon mandatory tender of the Series C
Bonds on September 4, 2013, Principal and accrued interest will be payable upon mandatory
tender of the Series D Bonds on September 4, 2013, The Company is obligated to pay the
Purchase Price of Bonds tendered to the extent that remarketing proceeds are not available to pay
such purchase price. No other source of payment of such Purchase Price is being provided.

5
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Redemption
The Bonds are subject to redemption as described befow:

Optional Redemption. Except as deseribed under the caption Extraordinary Optional
Redemption, the Bonds are not redeemable at the option of the Issuer or the Company prior to
September 4, 2013,

xtraordina tional Redemption. The Bonds are subject to redemption in whole on
any date for which notice of redemption can be given, at a redemption price equal to the
aggregate principal amount of the outstanding Bonds plus accrued interest thereon to the
redemption date, without premium, upon receipt by the Trustee and the Paying Agent of a
direction from the Company stating that any of the following events has occurred:

(a) The Project or the Plant shall have been damaged or destroyed to such an
extent that the Company deems it not practical or desirable to rebuild, repair or restore the
Project or the Plant, as the case may be.

(b) Title to, or the temporary use of, all or a significant part of the Projeet or the
Plant shall have been taken under the exercise of the power of eminent domain so as to render
the Project unsatisfactory to the Company for its intended purpose.

(c) As a result of any changes in the Constitution of the State, the Constitution of
the United States of America or any state or federal laws or as a result of legislative or
administrative action (whether state or federal) or by fina! decree, judgment or order of any court
or administrative body (whether state or federal) entered after any contest thereof by the tssuer or
the Company in good faith, the Agreement shall have become void or unenforceable or
impossible of performance in accordance with the intent and purpose of the parties as expressed
in the Agreement.

(d) Unreasonable burdens or excessive liabilities shall have been imposed upon
the Issucr or the Company with respect to the Project or the Plant or the operation thereof,
including, without limitation, the imposition of federal, state or other ad valorem, property,
income or other taxes not being imposed on the date of the Agreement.

() Changes in the economic availability of raw materials, operating supplies,
enetgy sources or supplies or facilities (including, but not limited to, facilities in conneetion with
the disposal of industrial wastes) necessary for the operation of the Project or the Plant oeeur or
technologica! or other changes occur which in the Company’s reasonable judgment render the
Project or the Plant uneconomic or obsolete.

(D Any court or administrative body shall enter a judgment, order or decree, or
shal! take administrative action, requiring the Company to cease all or any substantial part of its

6
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operations served by the Project or the Plant to such extent that the Company is or will be
prevented from carrying on its normal opcrations at the Project or the Plant for a peried of six
conseculive months.

(2) The termination by the Company of operations at the Plant.

Atleast 30 days before each redemption, the Trustee will mail & notice of redemption
by first-class mail to each Bondholder with Bonds to be redeemed at such holder's registered
address. Failure to give any required notice of redemption as to any particular Bonds, or any
defect therein, will not affect the validity of the call for redemption of any Bonds in respect of
which no failure or defect occurs, Any notice mailed as provided in this paragraph shall be
effective when sent end will be conclusively presumed to have been given whether or not
setually received by the addressee.

The notice shall identify the Bonds to be redeemed and shall state (1) the redemption date
{and, if the Bonds provide that accrued interest will not be paid on the redemption date, the datc
it will be paid), (2) the redcmption price, (3) that the Bonds called for redemption must be
surrendered to collect the redemption price, (4) the address at which the Bonds must be
surrendered and (5) that interest on the Bonds called for redemption ceases to accrue on the
redemption date,

With respect to an optional redemption of any Bonds, unless moneys sufficient to pay the
principal of, premium, if any, and interest on the Bonds to be redeemed shall have been received
by the Trustee prior to the giving of such notice of redemption, such notice may statc that said
redemption shall be conditional upon the receipt of such moneys by the Trustee on or prior to the
date fixed for redemption. If such moneys are not received, such notice shall be of no force and
effect, the Issuer shall not redeem such Bonds, the redemption price shall not be due and payable
and the Trustee shall give notice, in the same manner in which the notice of redemption was
given, that such moneys were not 5o received and that such Bonds will not be redeemed,

When notice is required and given, Bonds called for redemption become due and payable
on the redemption date; in such case when funds are deposited with the Trustee sufficient for
redemption, interest on the Bonds to be redeemed ceases to accrue as of the date of redemption.

Book-Entry Only System

DTC, the world’s largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Rescrve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency™ registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended
(1934 Act”). DTC holds and provides asset servicing for over 2.2 million issues of U.S. and
non U.S. equity issues, corporate and municipal debt issues, and money market instruments from
over 100 countries that DTC's participants (“Direct Participants™) deposit with DTC. DTC also
facilitates the post-trade scttlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement
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of securities certificates. Direct Participants include beth U.S. and non U.S. securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC
is a wholly owned subsidiary of The Depository Trust & Clearing Corporation (*DTCC").
DTCC, in tum, is owned by a number of Direct Participants of DTC and Members of the
National Securities Clearing Corporation, Fixed Income Clearing Corporation, and Emerging
Markets Clearing Corporation {(NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as
by the New York Stock Exchange, Inc., the American Stock Exchange, Inc., and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such
as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (*Indirect Participants™, and together with Direct Participants,
“Participants’™). The DTC Rules applicable to DTC and its Participants are on file with the SEC.
More information can be found at www.dtcc.org.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner™) is in tum to be recorded on the
Direct and Indirect Participants® records. Beneficial Owners will not receive wrilten
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners
will not receive certificates representing their ownership interests in the Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s parinership nominee, Cede & Co. or such other name as
may be requested by an authorized Representative of DTC, The deposit of Bonds with DTC and
their registration in thc name of Cede & Co. effect no change in beneficial ownership. DTC has
no knowledge of the actua! Beneficial Owners of the Bonds; DTC's records reflect only the
identity of the Direct Participants to whose accounts the Bonds are credited, which may or may
not be the Bencficial Owners. The Direct and Indirect Participants will remain responsiblc for
keeping account of their holdings on behalf of their customers. So long as Cede & Co., a3
nominee for DTC, is the sole bondholder, the Trustee shall treat Cede & Co. as the only
bondholder for all purposes under the Indenture, including receipt of all principal of, premium, if
any, and interest on the Bonds, receipt of notices, voting and requesting or directing the Trustee
to take or not to take, or consenting to, certain actions under the Indenture,

Coenveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be govemed by ammangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.
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Redemption notices shall be sent to Cede & Co, If less than all of the Bonds are being
redecmed, DTC"s current practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vole with respect to the Bonds, unless
authorized by a Direct Parlicipant in accordance with DTC's procedures. Undcr its usual
procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the applicable
record date. The Omnibus Proxy assigns Cede & Co,’s consenting ot voting rights to those
Direct Participants to whose accounts the Bonds are credited on such record date (identified in a
listing attached to the Omnibus Proxy).

Redemplion proceeds and principal and interest payments on the Bonds will be made to
Cede & Co. or such othetr nominee as may be requested by an authorized representative of DTC.
DTC's practice is to credit Direct Participants® accounts upon DTC's receipt of funds and
corresponding detailed information from the Issuer or the Trustee, on the payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registercd in “street
name”, and will be the responsibility of such Participants and not of DTC, the Trustce or the
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of redemption proceeds and principal, premium, if any, and interest payments to Cede
& Co. or such other nominee as may be requested by an authorized representative of DTC is the
responsibility of the Issuer or the Trustec, disbursement of such payments to Direct Participants
will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners
will be the responsibility of Direct and Indirect Participants.

DTC may discontinue praviding its serviccs as sccuritics depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, certificated
bonds will be required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry only transfers
through DTC (or a successor securities depository). Upon receipt of a withdrawal request from
an issuet, DTC will take the following actions: (1) DTC will issue an important notice notifying
its Participants of the receipt of a2 withdrawal request from the issuer reminding Participants that
they may utilize DTC's withdrawal procedures if they wish to withdraw their securitics from
DTC, and (2) DTC will process withdrawal requests submitted by Participants in the ordinary
course of business, but will not effectuate withdrawals based upon a request from an issuer. In
that event, security certificates will be printed and delivered to DTC.

In the event that the book-entry system is discontinued, the principal or redemption price
of and interest on the Bonds will be payable in the manner described above, and the Bonds may
be trans ferred or exchanged for one or more Bonds in different Authorized Denominations upon
surrender thereof at the principal corporate trust office of the Paying Agent by the registered
owners or their duly authorized attorneys or legal representatives, Upon surrender of any Bonds
to be transferred or exchanged, the Paying Agent shall record the transfer or exchange in the

9
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registration books and shall authenticate and deliver the Bonds appropriately registered and in
appropriate Authorized Denominations.

Under the Indenture, payments made by the Trustee to DTC or its nominee will satisfy
the Issuer's obligations under the Indenture and the Company's obligations under the Agreement
to the extent of the payments so made, Bencficial Owners will not be, and will not be considered
by the Issuer or the Trustee to be, and witl not have any rights as, owners of Bonds under the
Indenture.

The information in this section conceming DTC and DTC's book-entry system has been
obtained from sources that the Undetwriters, the Company and the Trustee betieve to be reliable,
but the Underwriters, the Company and the Trustea take no responsibility for the accuracy
thereof.

None of the Issuer, the Underwrlters, the Company, the Trustee or any agent for
payment on or reglstretion of transfer or exchange of any Bond wiil have any responsibliity
or obligation to Direct Particlpants, Indirect Participants or the persons for whom they act
&s nominees with respect to the accuracy of the records of DTC, its nominee or any Direct
Participant with respect to any ownership interest in the Bonds, or payments to, or the
providing of notice for, Direct Participants, Indirect Participants, or beneficial owners or
other actlon taken by DTC, or Its nominee, Cede & Co., as the sole owners of the Bonds.

THE AGREEMENTS

There are separate Agreements that contain the provisions relating to the loan of
proceeds of the Serles C Bonds and Series D Bonds, These Agreements have substantially
identical terms. In addition to the description of certain provisions of each Agreement contained
elsewhere herein, the following Is a brief summary of certain provisions of the Agreement and
does not purport to be comprehensive or definitive. All references herein to the Agreement are
qualified in their entirety by reference to the Agreement for the detailed provisions thereof.
References to the Bonds below are to the serles of the Bonds as defined in the applicable
Agreement,

Loan of Proceeds

The Issuer will loan the proceeds of the saie of the Bonds o the Company, inaccordance
with the Agreement and the Indenture,

Term of Agreement

The term of the Agreement will continue untii such time as ali of the outstanding Bonds
are fully paid (or provision has been made for such payment) pursuant to the Indenture and ali
other money payabie by the Company under the Agreement shall have been paid.

10
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Payments

The Company will make payments on the Agreement which will be sufTicient to pay,
when due, the principal and Purchase Price of, and premium, if any, and interest on, the Bonds,
To evidence the obligations of the Company to make the Loan Payments and repay the Loan, the
Company will, concurrently with the issuance of the Bonds, execute and deliver the Note to the
Trustee, a5 assignee of the Issuer under the Indenture, in an aggregate principal amount equal to
the agprepate principal amount of the Bonds,

Obligatlons Uncondltlonal

The obligations of the Company to make Loan Payments and other payments required to
be made pursuant to the Agreement are absolute and unconditional, and the Company will make
such payments without abatement, diminution or deduction regardless of any cause or
circumstances whatsoever including, without limitation, any defense, set-off, recoupment or
counterclaim which the Company may have or assert against the Issuer, the Trustee or any other
Person,

Malntenance and Mod!fleation

During the term of the Agreement, the Company will use its best efforts to keep and
maintain, or eausc to be kept and maintained, the Project, including all appurtenances thereto and
any personal property therein or thereon, in satisfactory operating order, repair, condition and
appearance, subject to reasonable wear and tear, so that the Project will continue to conslitute a
facility that can be financed by the Issuer under the Act for the purpose for which it was
designed. Subject to certain conditions, the Company has the right, from time to lime, to
remodel the Project or make additions, modifications and improvements thereto, the cost of
which must be paid by the Company. The Company also has the right, subject to certain
conditions, to substitute or remove any portion of the Froject.

Tax Exemptlon

The Company will covenant and represent in the Agreement that it has taken and caused
or required Lo be taken and will take and cause or require to be taken all actions thal may be
required of it for the interest on the Bonds to be and remain excluded from the gross income of
the owners thereof for federal income tax purposes, and that it has not taken or permitted to be
taken on its behalf, and it will not take or permit to be taken on its behalf, any action which, if
taken, would adversely affect that exclusion under the provisions of the Code.

Asslpnment of the Agreement

The Agreement may be assigned in whole or in part by the Company only with the
consent of the Issuer, subject to the following conditions: (a) no assignment will relieve the
Company from primary liability for any of its obligations under the Agreement; {(b) any
assignment by the Company must retain for the Company such rights and interests to permit it to
perform its remaining obligations under the Agreement, and any assignee from the Company
shall assume the obligations of the Company hereunder to the extent of the interest assigned; (c)

tt
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the Company will, within 30 days after the execution thereof, furnish or cause to be furnished to
the Issuer and the Trustee a true and complete copy of each assignment together with any
instrument of assumption; and (d) any assignment from the Company will not materially impair
fulfillment of the purposes of the Project lo be accomplished by operation of the Project as
provided in the Agreement,

Events of Default and Remedles

The Agreement provides that the occurrence of one or more of the following events will
constitute an “Event of Default:”

(a) The failure to pay any Loan Payment or any payment required to be made to pay
the Purchase Price when due;

(b) The occurrence of an event of default described in paragraph (a), (b) or (¢) under
THE INDENTURE—Events of Defaults and Remedies;

(c) Failure by the Company to observe and perform any other agreement, term or
condition under the Agreement, other than such failure which will result in an event of default
described in () or (b) above, which continues for a period of 90 days after notice lo the
Company by the Issuer or the Trustee or such longer period as the Issuer and the Trustee may
agree to in writing; provided that the failure shall not constitute an Event of Default if the
Company institutes curative action within the applicable period and diligently pursues that action
to completion;

(d) Any representation or warranty under the Agreement shall not have been true in
all material respects when made; and

(e) Certain events relating to banknuptcy, insolvency or reorganization of the
Company.

A failure by the Company described in subparagraph (c) above is not a default under that
subparagraph if it occurs by reason of certain courses, circumstances and events of force majeure
specified in the Agreement that are not reasonably within the control of the Company.

Whenever any Event of Default under a Agreement has happened and is subsisting, the
Issuer or the Trustee may take either or both of the fotlowing remedial steps:

(a) Inspect, examine and make copies of the books, records, accounts and finaneial data
of the Company, only, however, insofar as they pertain to the Project; and

(b) Pursue all remedies to recover all amounts then due and thereafter to become due
under the Agreement and the Note, or to enforce the performance and observance of any other
obligation or agreement of the Company under those instruments.

Any amounts collected pursuant to action taken upon the happening of an Event of
Default will be paid into the Bond Fund and applicd in accordance with the provisions of the

Indenture or, if the outstanding Bonds have been paid and discharged in accordance with the
1z
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provisions of the Indenture, will be paid as provided in the Indenture for transfers of remaining
amounts in the Bond Fund,

Amendments to the Agreement

The Indenture provides that the Agreement may be amended without the consent of or
notice to the owners of the Bonds only as may be required or permitted (i) by the provisions of
the Agreement or the Indenture or for the purposes for which the Indenture may be amended or
supplemented without the consent of the owners, (ii) for the purpose of curing any ambiguity or
formal defect or omission in the Agreement or (iii) in connection with any other change therein
which, in the judgment of the Trustee, is not to the prejudice of the Trustee or the owners of the
Bonds. Any other amendments to the Agrcement may be made only with the written approval or
consent of the owners of not less than a majority in aggregate principal amount of the Bonds
outstanding. An opinion of Bond Counsel to the effect that such action is permitted under the
Act and the Indenture and will not adversely affect the exclusion from gross income of interest
on the Bonds for federal income tax purposes (a *Favorable Opinion of Tax Counsel”) is
required for any amendment to the Agreement.

TIIE INDENTURES

There are separate Indentures that contain the provisions relating to the Series C Bonds
and Series D Bonds. These Indentures have substantiaily identical terms. In addition to the
description of certain provisions of each Indenture contained elsewhere herein, the following is a
brief summary of certain provisions of the Indenture and does not purport to be comprehensive
or definitive. All references herein to the Indenture are qualified in their entirety by reference to
the Indenture for the detailed provisions thereof. References to the Bonds below are 1o the serles
of the Bonds issued pursuant to the applicable Indenture.

Additional information summarizing certain provisions of the Indenture is contained
under the heading THE BONDS, So long as DTC or its nominee js the registered owner of the
Bonds, all references to owners or holders shall mean DTC. Sec THE BONDS - Book-Entry
Only System herein.

Pledge and Securlty

Pursuant to the Indenture, the payments to be made by the Company under the
Agreement and the Note will be assigned by the Issuer to the Trustee to secure the payment,
when due, of the principal of, and premium, if any, and interest on, the Bonds. The Issuer will
mortgage, pledge and grant a security interest to the Trustee all right, title and interest of the
Issuer in and to {i) the Revenues, including without limitation, all Loan Payments and all other
amounts receivable by the Issuer under the Apgreement in respect of repayment of the loan and
(ii) the Note and the Agreement (except certain rights to the payment of its costs and expenses, to
indemnification and to enforce certain covenants of the Company); provided, that the Trustee, in
casc of an acceleration of the Bonds, will have a prior claim on the Bond Fund for the payment
of its compensation and expenses,

&}
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Bond Fund

Payments made by the Company under the Agreement with respect to the Bonds and
certain other amounts specificd in the Indenture will be deposited in the Bond Fund. The Trustee
will apply money contained in the accounts described below maintained within the Bond Fund as
follows:

(@)  Interest Account. The Trustee, on each Interest Payment Date, will withdraw and
apply from moneys on deposit in the Interest Account an amount sufficient to pay interest on the
outstanding Bonds on such Interest Payment Date,

(b)  Principal Account. The Trustee, on each Principal Payment Date (a3 defined in
the Indenture), will withdraw and apply from moneys on deposit in the Principal Account, an
amount equal to the principal becoming due on the Bonds on such Principal Payment Date (other
than a redemption date). Money in such Principal Account will be used and withdrawn by the
Trustee on each Principal Payment Date solely for the payment of the principal of outstanding
Bonds,

(c) Redemption Account. The Trustee, on or before each redemption date, will
withdraw and apply from moneys on depesit in the Redemption Account amounts required to
pay the principal of and premium, if any, and accrued interest on Bonds to be redeemed prior to
their stated maturity. Money in such Redemption Account will be used and withdrawn by the
Trustee on each redemption date solely for the payment of the principal of and premium, if any,
and accrued interest on outstanding Bonds upon the redemption thereof prior to their stated
maturity.

Purchase Fund

The Trustee will apply money contained in the accounts described below maintained
within the Purchase Fund as follows:

Remarketing Proceeds Account. Upon receipt of the proceeds of a remarketing of Bonds
on a purchase date, the Trustee will directly deposit such proceeds, and will deposit only such
proceeds, in the Remarketing Proceeds Account for application to the Purchase Price of the
Bonds. Neither the Issuer nor the Company will have any inferest in the Remarketing Proceeds
Account.

Company Purchase Account. Upon receipt of immediately available funds provided to
the Trustee by the Company pursuant to the Indenture, the Trustee shall directly deposit such
money, and shall deposit only such money, in the Company Purchase Account for application to
the Purchase Price of the Bonds. Any amounts deposited in the Company Purchase Account and
determined by the Trustee to be not needed with respect to any purchase date for the payment of
the Purchase Price for any Bonds shall be promptly retumed following such determination to the
Company,
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Refunding Fund

The proceeds received from the sale of the Bonds (other than any accrued interest) witl
be deposited in the Refunding Fund. Moneys on deposit in the Refunding Fund shall be
transferred (o the Refunded Bonds Trustee on the date specified in the Indenture for deposit into
the respective bond fund created in the respective Refunded Bonds Indenture and used in
connection with the redemption of the Refunded Bonds within nincty days of the issuance of the
Bonds,

Investment of Moneys Held by the Trustee

Moneys deposited in the Refunding Fund and in the accounts maintained within the Bond
Fund will be invested at the direction of the Company in Permitted Investments (as defined in the
Indenture).

The Agreement provides that the Company and the Issuer shall take no action, nor shall
the Company approve the Trustee taking any action, or making any investment or use of the
proceeds of the Bonds, which would cause the Bonds to be “arbitrage bonds™ within the meaning
of Section 148 of the Code.

Events ef Default snd Remedies

The following events are Events of Default under the Indenture:
(a)  Default in the payment when due of any interest on any Bond;

(b)  Default in the due and punctual payment of the principal of, or premium, if any,
on any Bond, whether at the stated maturity thereof, or upon unconditional proceedings for
redemption thereof;,

(c)  Default in the due and punctual payment of the Purchase Price of any Bond
required to be purchased in accordance with its terms;

(d)  Default in the performance or observance of any other of the covenants,
agreements or conditions on the part of the Issuer in the Indenture or in the Bonds, continuing 30
days after delivery of notice thereof; or

(¢)  The occurrence and continuance of an event of default under the Agreement as
described under THE AGREEMENTS — Events of Default and Remedies;

Upon the occurrence and continuance of an Event of Default under (a), (b) or (c) above
the Trustee may, and upon the written request of the owners of at least 25% in aggregate
principal amount of the Bonds then outstanding shali, declare the principal of and accrued
interest on the outstanding Bonds to be due and payable immediately. 1fan Event of Default
under paragraph (d) or (¢} above occurs and is continuing, the Trustee may, and upon the request
of the owners of at [cast 25% in aggregate principal amount of the Bonds then outstanding, shall,
declare the principal of and accrued interest on the outstanding Bonds to be due and payable
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immediately. Upon any such declaration, the principal of and accrued interest on the outstanding
Bonds shall be due and payable immediately.

The Trustee may rescind an acceleration of the Bonds and its consequenees {f (1) all
payment defaults with respeet to the Bonds have been cured and all reasonable fees and charges
of the Trustee, including reasonable attomeys" fees, have been paid, and (2) the Bondholders
have not been notified of the acceleration. Except as provided in this section, the Trustee will
not declare the Bonds to be due and payable.

Ifan Event of Default occurs and is continuing, the Trustee may pursue any available
remedy by proceeding at law or in equity to collect the principal of and premium, if any, or
interest on the Bonds ot to enforce the performance of any provision of the Bonds or the
Indenture.

A majority in aggregate prineipal amount of the outstanding Bonds by notice to the
Trustee may waive an existing Event of Default and its consequences. When an Event of
Default is waived, it is cured and stops continuing, but no such waiver will extend to any
subsequent or other Event of Default or impair any right consequent to it.

The holders of a majority in aggregate principal amount of Bonds outstanding may direct
the time, method and place of eonducling any procecding for any remedy available to the Trustee
or of exercising any trust or power conferred on i1.

An owner of a Bond may not pursue any remedy with respect to the Indenture or the
Bonds unless (a) the owner gives the Trustee notice stating that an Event of Default is
continuing, (b) the owners of at least 25% in aggregate principal amount of the outstanding
Bonds make a wrilten request to the Trusice to pursue the remedy, (c) such owner or owners
offer to the Trustee indemnity satisfaclory to the Trustee against any loss, liability or expense,
and (d) the Trustee does not comply with the request within 60 days after reccipt of the request
and the offer of indemnity.

Supplemental [ndentures

The Issuer and the Trustee may, without the consent of, or notice to, any of the
Bondholders, enter into such indenture or indentures supplemental to the Indenture as shall not
be inconsistent with the terms and provisions thereof

(a) to curc any ambiguity, defect or omission in the Indenture, or otherwise amend
the Indenture, in such manner as shall not in the opinion of the Trustee impair the security under
the Indenture;

()  to grant to or confer upon the Trustee for the benefit of the Bondholders any
additional rights, remedies, powers or authorities that may lawfully be granted to or conferred
upon the Bondholders or the Trustes;

(¢) to cvidence any succession to the Issuer and the assumption by its suceessor of the

covenants, agreements and obligations of the Issuer under the Indenture, the Agreement and the
té
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Bonds, to add additional covenants of the Issuer or surrender any right or power therein
conferred upon the Issuer;

(d)  tosubjectto the pledge of the Indenture additional revenues, properties, or
collateral, which may be accomplished by, among other things, entering into instruments with
the Company and/or other persons providing for further security, covenants, limitations or
restrictions for the benefit of the Bonds;

(O to modify the Indenture to permit qualification under the Trust Indenture Act of
1939, as emended, or any similar statute at the time in effect;

(z) to amend eny provision pertaining to matters under federal income tax laws,
including Section 148(f) of the Code;

(h) to authorize different Authorized Denominations of the Bonds and to make
correlative amendments and modifications to the Indenture regarding exchangeability of Bonds
of different Authorized Denominations, redemptions of portions of Bonds of particular
Authorized Denominations and similar amendments and modifications of a technical nature;

(i) toincrease or decrease the number of days specified for the giving of notices of
mandatory tender and to make corresponding changes to the period for notice of redemption of
the Bonds; provided, that no decreases in any such number of days will beecome effective except
while the Bonds bear interest at a Daily Rate or a Weekly Rate and until 30 days afler the
Trustee has given notice to the owners of the Bonds;

(i) to provide for an uncertificated system of registering the Bonds or to provide for
the change to or from a Bock-Entry System for the Bonds;

(k) to evidence the succession of a new trustee or the appointment by the Trustee or
the Issuer of a co-trustee;

{h to make any change related to the Bonds that does not materially adversely affect
the rights of any Bondholder;

()] prior to, or concurrently with, the conversion of the Bonds to an Auction Rate
Period, to make any change appropriate or necessary with respect to the procedures, definitions
ot provisions in the Indenture or in Exhibit B attached to the Indenture related to the Auction
Mode Rate in order to provide for or facilitate the marketability of Bonds in the Auction Mode
Rate; and

{m) tomake any other changes to the [ndenture that take effeet as to any or all
remarketed Bonds following a mandatory tender,

The Indenture also provides that the owners of not less than a majority in aggregate
principal amcunt of the Bonds outstanding shall have the right, from time to time, to consent to
and approve the execution by the Issuer and the Trustee of such other indenture or supplemental
indentures as shall be deemed necessary and desirable by the Issuer and the Trustee for the
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purpose of modifying, altering, amending, adding to or rescinding, in any particular, any of the
terms or provisions contained in the Indenture or in any supplemental indenture; provided,
however, that nothing shall permit, without certain additional consents, (a) an extension of the
maturity date of the principal of or the interest on any Bond; (b) a reduction in the principal
amount of any Bond, the rate of interest thereon or any redemption premium; or (¢) a reduction
in the aggregate principal amount of the Bonds required for consent to such supplemental
indenture or for actions related to amendments to the Agreement. A Favorable Opinion of Bond
Counsel is required for any supplement to the Indenture,

Discharge of the Indenture

If the whole amount of principal and interest due and payable on the Bonds has been paid
and if, at the time of such payment, the Issuer shali have kept, performed and observed all the
covenants and promises in such Bonds and in the Indenture required or contemplated to be kept,
performed and observed by the Issuer or on its part on or prior to that time, then the Indenture
shali be considered to have been discharged in respect of such Bonds and such Bonds shali cease
to be entitled to the fien of the Indenture and such lien and ali covenants, agreements and other
obligations of the Issuer hereunder shali cease, terminate, become void and be completeiy
discharged as to such Bonds,

No Personal Llability of [ssuer’s Officlals

No covenant, stipulation, obligation or agrcement of the Issuer contained in the Indenture
will be or be deemed to be a covenant, stipulation, obligation or agreement of any present or
future member, officer, agent or employee of the Issuer in other than his or her official capacity.
No member of the Issuer or official executing the Bonds, the Indenture, the Agreement or any
amendment or suppicment to the Indenture or the Agreement wiil be liable personally on the
Bonds or be subject to any personal liability or accountability by reason of the issuance or
execution thereof.

Removal of Trustee

The Trustee may be removed by the owners of not less than a majority in principai
amount of Bonds at the time outstanding or by the I'ssuer and the Company. The Trustee shali
continue to scrve as such untii a successor Trustee shali be appointed under the Indenture and has
accepted such appointment.

UNDERWRITING

Subject to the terms and conditions set forth in a Bond Purchase Agreement (“Series C
Purchase Agreement™) to be entered into between the Issuer and Lehman, Lehman has agreed to
purchase the Series C Bonds at a purchase price of 100% of the principal amount thereof, Under
the terms and conditions of the Series C Purchase Agreement, Lehman is committed to take and
pay for ali of the Series C Bonds if any are taken. The Company has agreed to pay Lehman
$150,000 as compensation and to reimburse Lehman for its reasonable expenses.
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Subject to the terms and conditions set forth in a Bond Purchase Agreement (“Series D
Purchase Agreement™) to be entered into between the Issuer and J.P, Morgan, J.P. Morgan has
agreed to purchase the Series D Bonds at a purchase price of 100% of the principal amount
thereof. Under the terms and conditions of the Series D Purchase Agreement, J.P, Morgan is
committed to take and pay for all of the Scries D Bonds if any are taken. The Company has
agreed Lo pay J.P. Morgan $200,000 as compensation and to reimburse J.P, Morgan for its
reasonable expenses.

The ssuer has been advised by the Underwriters that the Bonds may be offered and sold
to certain dealers (including dealers depositing Bonds into investment trusts) and athers at prices
lower than the publie offering price set forth on the cover page of this Official Statement. After
the Bonds arc relcased for sale to the public, the public offering price and other selling terms
may from time to tlime be varied by the Underwriters.

In connection with this offering and in compliance with applicable law and industry
practice, the Underwriters may overallot or effect transactions which stabilize, maintain ar
otherwise affect the market price of the Bonds at levels above those which might otherwise
prevail in the open market, including by entering stabilizing bids, A stabilizing bid means the
placing of a bid, or the effecting of any purchase, for the purpose of pegging, fixing or
maintaining the price of a security. In general, purchases of a security for the purpose of
stabilization could cause the price of the security (o be higher than it might be in the absence of
such purchases.

Neither the Issuer, the Company nor the Underwrilers make any representation or
prediction as to the direction or magnitude of eny effcct that the transactions described above
may have on the price of the Bonds. In addition, neither the Issucr, the Company nor the
Underwriters make any representation that either Underwriter will engage in such transactions or
that such transactions, once commenced, will not be discontinued without notice.

Pursuant to respective Inducement Letters, the Company has agreed to indemnify the
applicable Underwriter and the Issuer against certain civil liabilities, including liabilities under
the federal securities laws, or contribute to payments that the applicable Underwriter or the
Issuer may be required to make in respect thereof.

The Underwriters and/or certain of their affiliates may engage in transactions with, and
from time to time have performed services for, the Company in the ordinary course of business.

CONTINUING DISCLOSURE AGREEMENT

The Company will agree to deliver certain continuing disclosure information satisfying
the requirements of Rule 15¢2-12 (*Rule™) under the 1934 Act. Any holder of 2n outstanding
Bond, directly or through the Trustce, may specifically enforce the Company’s disclosure
obligations, but any breach by the Company of this undertaking pursuant to the Rule will not
constitute an Event of Default under the Agreement or the Indenture,
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TAX MATTERS
Oplinion of Bond Counsel

In the opinion of Bond Counsel, under existing law, interest on the Bonds (a) wili not be
included in gross income for Federal income tax purposes, except when held by a “substantial
user” of the Project or a “related person” within the meaning of Section 103(b)(13) of the internal
Revenue Code of 1954, as amended (the 1954 Code™), and (b) will not be an item of tax
preference for purposes of the Federal altemnative minimum incorne tax imposcd on individuals,
corporations and other taxpayers; however, with respect to corporations (as defined for Federal
income tax purposes) subject to the alternative minimum income tax, such interest is taken into
account in determining adjusted current earnings for purposes of computing such tax. In the
opinion of Bond Counsel, under existing law, interest on the Bonds also will be exempt from all
taxation by the State of West Virginia, except inheritance taxes. No opinion is expressed with
respect to the exemption of interest from taxation under West Virginia law on any Bond for any
period during which it is held by a person who is a "substantial user” of the Project or a “related
person” within the meaning of Section 103(b)(13) of the 1954 Code. No other opinion is
expressed by Bond Counsel regarding the tax consequences of the ownership of or the receipt or
accrual of inlerest on the Bonds,

Furthermore, the opinion of Bond Counse! will express no opinion as to the effect on the
excludability of the interest on the Bonds from gross income of (a) the occurrence of any
conversion, (b) any other event for which the Indenture of the Agreement requires the obtaining of
a favorable opinion of Bond Counsel or (c) any amendment of the Indenture or the Agreement or
waiver of the terms thereof.

Bond Counsel’s opinion is given in reliance on certifications by representatives of the
Issuer and the Company as to certain facts relevant to both the opinion and requirements of the
1954 Code, the Tax Reform Act of 1586, as amended (the “1986 Tax Reform Act””) and the Code
and is subject to the condition that all requirernents of the 1954 Code, the 1986 Tax Reform Act
and the Code that must be satisfied subsequent to the issuance of the Bonds in order for the
interest on the Bends to be, or continue to be, not included in gross income for Federal income
tax purposes are so satisficd, The Issuer and the Company have covenanted to comply with
provisions of the 1954 Code, the 1986 Tax Reform Act and the Code regarding, among other
matters, the use, expenditure and investment of bond proceeds and the timely payment to the
United States of any arbitrage rebate amounts with respect to the Bonds. Failure by the Issuer or
the Company to comply with such covenants could cause interest on the Bonds to be included in
gross income for Federal income tax purposes retroactively to their date of issue.

The Intermal Revenue Serviee (the “Service™) has n program to audit state and local
government obligations to determine whether the interest thereon is includible in gross income for
federal income tax purposes. If the Service does audit the Bonds, under current Service
procedures, the Service will treat the Issuer as the taxpayer and the owners of the Bonds will have
only limited rights, if any, to partticipate.
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Bond Counsel’s opinion represents its legal judgment based in part upon the
representations and covenants referenced therein and its review of existing law, but is not a
guarantee of result or binding on the Service ot the courts. Bond Counse! assumes no duty to
update or supplement its opinion to reflect any facts or circumstances that may thereafter come to
Bond Counsel’s attention or to reflect any changes in law or the interpretation thercof that may
thereafter occur or become effective.

Other Tax Matters

In addition to the matters addressed above, prospective purchasers of the Bonds should be
aware that the ownership of tax-exempt obligations may result in collateral Federal income tax
consequences to certain taxpayers, including without limitation, financial institutions, property
and casualty insurance companies, S corporations, certain foreign corporations subject to the
branch profits tax, recipicnts of Social Security or Railroad Retirement benefits and taxpayers
who may be deemed lo have incurred or continued indebtedness to purchase or carry tax-exempt
obligations. Prospective purchasers of the Bonds should consult their tax advisers as to the
applicability and impact of such consequences.

Each prospective purchaser of the Bonds should consult their own tax advisers as to the
status of interest on the Bonds under the tax laws of any commonwealth or state other than West
Virginia.

There are many events which could affect the value and liquidity or marketability of the
Bonds after their issuance, including but not limited to public knowledge of an audit of the
Bonds by the Service, a general change in interest rates for comparable securities, a change in
federal or state income tax rates, legislative or regulatory proposals affecting state and Incal
government securities and changes in judicial interpretation of existing law, In addition, certain
tax considerations relevant to owners of Bonds who purchase Bonds afler their issuance may be
different from those relevant to purchasers upon issuance. Neither the apinion of Bond Counsel
nor this Official Statement purport to address the likelihood or effect of eny such potential cvents
or such other tax considerations and purchasers of the Bonds should seck advice concerning such
matters as they deem prudent in connection with their purchase of Bonds.

LEGAL MATTERS

Certain legal matters relating to the authorization and validity of the Bonds will be
subject to the approving opinion of Hunton & Williams, LLP, Richmond, Virginia, Bond
Counsel, which will be furnished at the expense of the Company upon delivery of the Bonds, in
substantiaily the form set forth as Appendix B (the *Bond Opinion™). The Bond Opinion will be
limited to matters relating to authorization and validity of the Bonds and to the tax-exempt status
of interest thereon as described in the section TAX MATTERS. Bond Counsel has not been
engaged to investigate the financial resources of the Company or its ability to provide for
payment of the Bonds, and the Bond Opinion will make no stalement as to such matters or as to
the accuracy or completeness of this Official Statement or any other information that may have
been relied on by anyone in making the decision to purchase Bonds,
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Certain legal matters will be passed upon by Jeffrey D. Cross or Thomas G. Berkemeyer,
each as counsel for the Company, Jeffrey D. Cross is Deputy General Counscl of American
Electric Power Service Corporation, an afTiliate of the Company. Thomas G. Berkemeyer is
Associate General Counsel of American Electric Power Service Corporation. Certain legal
matters, other than the validity of the Bonds and the exclusion from gross income of interest
thereon, will be passed upon by Dewey & LeBocuf LLP, New York, New York, counsel for the
Underwriters. Hunton & Williams, LLP and Dewey & LeBoeuf LLP each act as counsel to
certain affiliates of the Company for some matters,

The various legal opinions to be delivered concurrently with the delivery of the Bonds
express the professional judgment of the attorneys rendering the opinions as to the legal issues
explicitly addressed therein. In rendering a legal opinion, the attorney does not become an
insurer or guarantor of the expression of professional judgment, of the transaction opined upon,
or of the future performance ofthe parties to the transaction, nor does the rendering of an opinion
guarantee the outcome of any legal dispute that may arise out of the transaction,

MISCELLANEOUS
The attached Appendices (including documents incorporated by references therein) are an
integral part of the OfTicial Statement and must be read together with all of the balance of this
Official Statement,
The Issucr docs not assume any responsibility for the matters contained in this Cfficial
Statement other than information under THE ISSUER. All findings and determinations by the

Issuer relating to the issuance and sale of the Bonds are, and have been, made by the Issuer for
its own internal uses and purposes in performing its duties under West Virginia law,
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APPENDIX A
APPALACIIIAN POWER COMPANY

The Company is a public utility engaged in generating, purchasing, transmitting,
distributing and selling electricity in Virginia and West Virginia. Its principal executive office is
1 Riverside Plaza, Columbus, Ohio 43215 and the telephone number is (614) 716-1000, The
Company is a subsidiary of American Electric Power Company, Ine, (AEP)and is a part of the
AEP integrated utility system.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities Exchange Act
of 1934 (1934 Act) and in accordance therewith files reports and other information with the
Securities and Exchange Commission (SEC).. Such reports and other information may be
inspected and copied at the public reference room maintained by the SEC at 100 F Street, N.E.,
Washington, D.C. 20549. Copies of such material can be obtained from the Publie Reference
Section of the SEC, Washington, D.C, 20549 at prescribed rates. The SEC may be contacted at
1-800-SEC-0330 for information on the public reference room. The SEC maintains a web site at
http:/fwww sec,gov containing reports, proxy and information statements and other information
regarding registrants that file electronically with the SEC, including the Company. Certain of the
Company's securities arc listed on the Ncw York Stock Exchange, Inc., wherc reports,
information statements and other information conceming the Company may also be inspected.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents filed with the SEC by the Company pursuant to the 1934 Act
are incorporated by reference in this Appendix A and made a part of this Official Statement:

s The Company’s Annual Report on Form 10-K for the year ended December 31, 2007,

o The Company's Quarterly Reports on Form [0-Q for the quarters ended March 31, 2008
and June 30, 2008 and

¢ The Company’s Current Reports on Form 8-K dated March 25, 2008 and April 4, 2008.

All documents subsequently filed by the Company with the SEC pursuant to Sections
13(a), 13(c), 14 or 15(d) of the 1934 Act subsequent Lo the date of this Official Statement and
prior to the termination of the offering of the securitics offered by this Official Statcment are to
be incorporated by reference in this Appendix A and to be a part of this Official Statement from
the date such documents are filed.

Any statement contained in a document so incorporated or deemed to be incorporated
shall be deemed to be modified or superseded for purposes of this Official Statement to the
extent that a statement contained herein or in any other subsequently filed document which is
deemed to be so incorporated modifies or supetsedcs such statement. Any such stalement so
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modified or superseded shall not be deemed, except a3 so maodified or superseded, to constitute a
part of this Appendix A.

The Company will provide without charge to each person to whom a copy of this Offieial
Statement has been delivered, on the written or oral request of any such person, a copy of any or
all of the documents described above which have been incorporated by reference in this
Appendix A, other than exhibits to such documents. Written requests for copies of such
documents should be addressed to Financial Reporting, American Electric Power Service
Corporation, | Riverside Plaza, Columbus, Ohio 43215 (telephone number: 614-716-1000). The
information relating to the Company contained in this Appendix A does not purport to be
comprehensive and should be read together with the information contained in the documents
incorporated by reference.

RISK FACTORS

Investing in the Bonds involves risk. Please see the risk factors described in the
Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2007 and its
Quarterly Reports on Form 10-Q for the quarters ended March 31, 2008 and June 30, 2008, which
are incorporated by reference in this Official Statement. Before making an investment decision,
you should carefully consider these risks as well as other information contained or incorporated by
reference in this Official Statement. The risks and uncertainties deseribed are these presently
known to the Company. Additional risks and uncertainties not presently known to the Company or
that the Company currently deems immaterial may also impair the Company’s business operations,
its financial results and the value of the Bonds.

RATIO OF EARNINGS TO FIXED CIIARGES

The Ratio of Earnings to Fixed Charges for each of the periods indicated is as follows:

Twelve Months Period Ended Ratio
December 31, 2003 348
December 31, 2004 315
December 31, 2005 2.10
December 31, 2006 2.86
December 31, 2007 2.09
June 30, 2008 2.02

The Ratio of Earnings to Fixed Charges for the six months ended June 30, 2008 was 2.17.
For the purposes of calculating the Ratio of Eamnings to Fixed Charges, "eamings” represents
income before income taxes, extraordinary ilems, and cumulative effect of accounting changes,
plus fixed charges. "Fixed charges” consist of interest expense, amortization of debt issuance
costs, and the portion of operating rental expense which management believes is representative
of the interest within rental expense.
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For current information on the Ratio of Eamings to Fixed Charges, please see the Company's
most recent Annual Report on Form 10-K and Quarterly Report on Form 10-Q. See Available
Information.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The consolidated financial statements and the related consolidated financial stalement
schedule incorporated by reference in this Official Statement from Appalachian Power Company
and subsidiaries’ Annual Report on Form 10-K for the year ended December 31, 2007 have been
audited by Deloitte & Touche LLP, an independent registered public accounting {irm, as stated in
their reports incorporated by reference herein (which reports express an unqualified opinion and,
as to the report related to the consolidated financial statements, includes an explanatory
paragraph concerning the adoption of new accounting pronouncements in 2006 and 2007).
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EXHIBIT B

PROPOSED FORM OF BOND COUNSEL OPINION

Set forth below Is the proposed form of the opinion of Hunton & Williams LLP, Bond Counsel.
It Is preliminary and subject to change prior to the delivery of the Bonds.

West Virginia Economic Development Authority
Charleston, West Virginia

West Virginia Economic Development Authority
$30,000,000 West Virginia Economic Development Authority
Pollution Control Revenue Refunding Bonds

(Appalachian Power Company - Amos Project), Series 2008C
Ladies and Gentlemen:

We have examincd the applicable law, including the Constitution of West Virginia, the
West Virginia Economic Development Authority Act (Chapter 31, Article 15, Section 1, et seq.
the Code of West Virginia, 1931, as amended) (the “Act™), and other laws to the extent we deem
necessary, and certificd copies of proceedings and other papers relating to the issuance and sale
by West Virginia Economic Development Authority (the “Issuer™), a body corporate and politic,
constituting a public corporation and govemmental instrumentality of the State of West Virginia,
of the Issuer’s $30,000,000 West Virginia Economic Development Authority Pollution Control
Revenue Refunding Bonds (Appalachian Power Company - Amos Project), Series 2008C (the
“Bonds™), maturing, subject to redemption, and bearing interest as set forth in the Bonds,

‘The Bonds recite that they have been issued pursuant to the Act for the purpose of
refunding the $30,000,000 Putnam County, West Virginia Pollution Control Revenue Refunding
Bonds (Appafachian Power Company Project), Serics E (the “Prior Bonds”) issued by Putnam
County, West Virginia, The Prior Bonds refinanced the costs of acquiring, eonstructing and
equipping certain pollution control facilitics (the “Project”) located at the Amos Plant int Putnam
County, West Virginia, owned and operated by Appalachian Power Company, a Virginia
corporation (the *Company™), with the proceeds of the Bonds being loaned to the Company
pursuant to a Loan Agreement dated as of September 1, 2008 (the “Loan Agreement”), between
the Issuer and the Company.

The Bonds are Iimited obligations of the Issuer payable solely from the revenues and
receipts derived from a promissory note issued by the Company (the “Note™) pursuant to the
Loan Agreement. The Bonds are issucd under and are cqually and ratably secured by an
Indenture of Trust dated as of September 1, 2008 (the “Indenture™), between the Issuer and The
Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustec™). The Indenture
purports to assign and pledge the Issuer's rights under the Loan Agreement (except for
Unassigned Issuer’s Rights, as defined in the Indenture) to the Trustee as security for the Bonds.

Reference is made to the opinion of counsel to the Company, Thomas G. Berkemeyer,
Esquire, Associate General Counsel in the Legal Department of American Electric Power
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Service Corporation, an affiliate of the Company, with respect to the corporate status and
qualification to do business of the Company, the authorization, execution and the delivery of the
Loan Agreement by the Company, the binding effect and enforceability of the Loan Agreement
upon the Company, and any governmental approvals of any govemmental agency required for
the Company’s entry into and performance under the Loan Agreement or the undertaking by the
Company of ils obligations under the Loan Agreement with respect to the Bonds. No opinion as
to such matters is expressed herein.

Without undertaking to verify the same by independent investigation, we have relied on
certifications by representatives of the Company and the Issuer with respect to certain facts
relevant to both our opinion and the requirements of the Internal Revenue Code of 1954, as
amended (the #1954 Code™), the Tax Reform Act of 1986, as amended (the “1986 Tax Reform
Act”), and the Internal Revenue Code of 1986, as amended (the "1986 Code™). The Company
and the Issuer have covenanted to comply with the provisions of the 1954 Code, the 1986 Tax
Reform Act and the 1986 Code regarding, among other matters, the use, expenditure and
investment of the proceeds of the Prior Bonds (and all bonds refunded through a series of
refundings and the initial bonds that financed the Project) and the Bonds, and the timely payment
to the United States of any arbilrage rebate amounts with respect to the Bonds, all as set forth in
the proceedings and documents providing for the issuance of the Bonds (the “Covenants”).

We also have relied (a) on a certificate of the West Virginia Air Pollution Control
Commission that stales that the Project, as designed, is in furtherance of the purpose of abating
or controlling atmospheric pollutants or contaminants, and (b) in part, on certificates of enginecrs
for the Company with respect to the air pollution control purpose of the expenditures for the
Project.

Based on the foregoing and assuming the due authorization, execution and delivery of all
documents by parties, we are of the opinion that:

1. The Issuer is validly organized and existing under West Virginia law with full
power end authority to execute and deliver the Indenture and Loan Agreement and to issue and
sell the Bonds,

2, The issuance of the Bonds has been duly authorized by the lssucr. The Bonds
have been issued in accordance with the Act and constitute valid and binding limited obligations
of the Issuer, payable as to principal, purchase price, premium (if any) and interest solely from
the revenues and receipts derived from the Loan Agreement. The Bonds shall not constitute a
debt or a pledge of the faith and credit or taxing power of the State of West Virginia or of any
county, municipality or any other political subdivision of the State of West Virginia, and the
holders and owners thereof shall have no right to have taxes levied by the legislature of the State
of West Virginia or the taxing authority of any county, rmunicipality or any other political
subdivision of the State of West Virginia for the payment of the principal of, interest on or
purchase price of the Bonds, and their purchase price shall be payable solely from revenues and
funds pledged for such payment as authorized by the Act,
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3. The Loan Agreement has been duly authorized, exccuted and dclivered by the
Issuer, constitutes a valid and binding agreement of the Issuer and is enforceable against the
Issuer in accordance with its terms, The Note has been duly assigned to the Trustee.

4, The Indenture has been duly authorized, executed and delivered by the Issuer,
conslitutes a valid and binding agreement of the Issuer, assigns and pledges to the Trustee as
security for the Bonds all of the rights of the Issuer under the Loan Agreement (except for
Unassigned Issuer’s Rights) and is enforceable against the Issuer in accordance with its terms.
The Indenture creates & valid tien in favor of the Trustee in and to such rights.

5. The rights of the owners of the Bonds and the enforceability of such rights,
including enforcement by the Trustee of the obligations of the Issuer under the Indenture and the
Loan Agreement, may be limited or otherwise affected by (a) bankruptcy, insolvency,
reorganization, moratorium and other laws affecting the rights of creditors gencrally and (b)
principles of equity, whether considered at law or in equity.

6. Under existing law, interest on the Bonds (a) is not included in gross income for
Federal income tax purposes, except when held by a “substantial user” of the Project or a
“related person™ within the meaning of Section 103(b)(13) of the 1954 Code, and (b) is not an
item of tax prefercnce for purposes of the Federal alternative minimum income tax imposed on
individuals, corporations and other taxpayers; however, with respect to corporations (as defined
for Federal income tax purposes) subject to the alternative minimum income tax, such interest is
taken into account in determining adjusted current eamings for purposes of computing such tax.
The opinion in the preceding sentence is subject to the condition that there is compliance
subsequent to the issuance of the Bonds with all requirements of the 1954 Code, the 1986 Tax
Reform Act and the 1986 Code that must be satisfied in order that interest thereon not be
included in gross income for Federal income tax purposes. Failure by the Company or the Issuer
to comply with the Covenants could cause interest on the Bonds to be included in gross income
for Federal income tax purposes retroactively to their date of issue. We express no opinion
regarding other Federal tax consequences of the ownership of or receipt or accrual of interest on
the Bonds, Furthermore, we express no opinion as to the effect on the excludability of the
interest on the Bonds from gross inceme of (a) the occurrence of any change in interest rate
Determinatinn Method, as defined in the Indenture, (b) any other event for which the Indenture
or the Loan Agreement requires the obtaining of a Favorable Opinion of Tax Counsel, as defincd
in the Indenture, or (¢) any amendment of the Indenture or the Loan Agreement or waiver of the
terms thereof,

7. Under the Act, the interest on the Bonds is exempt from taxation by the State of
West Virginia, except for inheritance taxes. No opinion is expressed with respect to the
exemption of interest from income taxation under West Virginia law on any Bond for any period
during which it is held by a person who is a "substantial user” of the Project or a "related person™
within the meaning of Section 103(b)(13) of the 1954 Code.

Our services as bond counsel to the Issuer have been limited to rendering the foregoing
opinion based on our review of such proceedings and documents as we deem necessary to
approve the validity of the Bonds and the tax-exempt status of the interest thereon. We have nnt
made any investigation conceming the business or financial resources of the Company, and
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therefore we express no opinion herein as to the accuracy or completeness of any information
that may have been relicd upon by any purchasers in making their decision to purchase the
Bonds, including the information contained in the preliminary official statement of the Issuer
with respect to the Bonds dated September 2, 2008, and in the official statement of the Issuer
with respect to the Bonds dated September 10, 2008,

Very truly yours,

B-4
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PROPOSED FORM OF BOND COUNSEL OPINION

Set forth below is the proposed form of the opinion of Hunton & Willlams LLP, Bond Counsel.
It is preliminary and subject to change prior to the delivery of the Bonds.

West Virginia Economic Development Authority
Charleston, West Virginia

West Virginia Economic Development Authority
$40,000,000 West Virginia Economic Development Authority
Pollution Control Revenue Refunding Bonds

{Appalachian Power Company - Amos Project), Series 2008D

Ladies and Gentlemen:

We have examined the applicable law, including the Constitution of West Virginia, the
West Virginia Economic Development Authority Act (Chapter 31, Article 15, Section 1, ¢t seq,
the Code of West Virginia, 1931, as amended) (the “Act"), and other laws to the extent we deem
necessary, and cerlificd copies of proceedings and other papers relating to the issuance and sale
by West Virginia Economic Development Authority (the “Issuer™), a body corporate and politic,
constituting a public corporation and govemmental instrumentality of the State of West Virginia,
of the Issuer's $40,000,000 West Virginia Economic Development Authority Pollution Control
Revenue Refunding Bonds (Appalachian Power Company - Amos Project), Series 2008D (the
“Bonds™), maturing, subject to redemption, and bearing interest as set forth in the Bonds,

The Bonds recite that they have been issued pursuant to the Act for the purpose of
refunding the $40,000,000 Putnam County, West Virginia Pollution Control Revenue Refunding
Bonds (Appatachian Power Company Project), Series F (the *Prior Bonds™) issued by Putnam
County, West Virginia. The Prior Bonds refinanced the costs of acquiring, constructing and
equipping certain pollution control facilities (the “Project™) located at the Amos Plant in Putnam
County, West Virginia, owned and operated by Appalachian Power Company, a Virginia
corporation (the “Company"), with the proceeds of the Bonds being loaned to the Company
pursuant to a Loan Agreement dated as of September 1, 2008 (the *Loan Agreement™), between
the Issuer and the Company,

The Bonds are limited obligations of the Issuer payable solely from the revenues and
receipts derived from a promissory note issued by the Company (the "Note™) pursuant to the
Loan Agreement. The Bonds are issued under and arc equally and ratably secured by an
Indenture of Trust dated as of September I, 2008 (the “Indenture™), between the Issuer and The
Bank of New York Mellon Trust Company, N.A., as trustce {the “Trustee”). The Indenture
purports o assign and pledge the Issuer's rights under the Loan Agreement (except for
Unassigned Issuer’s Rights, as defined in the Indenture) to the Trustee as security for the Beonds.

Reference is made to the opinion of counsel to the Company, Thomas G. Berkemeyer,
Esquire, Associate General Counsel in the Legal Department of American Electric Power
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Service Corporation, an affiliate of the Company, with respect to the corporate status and
qualification to do business of the Company, the authorization, execution and the delivery of the
Loan Agreement by the Company, the binding effect and enforceability of the Loan Agreement
upon the Company, and any governmental approvals of any govemmental agency required for
the Company's entry into and performance under the Loan Agreement or the undertaking by the
Company of its obligations under the Loan Agreement with respect to the Bonds, No opinion as
1o such matters is expressed herein.

Without undertaking to verify the same by independent investigation, we have relied on
certifications by representatives of the Company and the Issuer with respect to certain facts
relevant to both our opinion and the requirements of the Internal Revenue Code of 1954, as
amended (the *1954 Code"), the Tax Reform Act of 1986, as amended (the *1986 Tax Reform
Act™), and the Internal Revenue Code of 1986, as amended (the *1986 Code™). The Company
and the Issuer have covenanted to comply with the provisions of the 1954 Code, the 1986 Tax
Reform Act and the 1986 Code regarding, among other matters, the use, expenditure and
investment of the proceeds of the Prior Bonds (and all bonds refunded through a series of
refundings and the initial bonds that financed the Project) and the Bonds, and the timely payment
to the United States of any arbitrage rebate amounts with respect to the Bonds, all as set forth in
the proceedings and documents providing for the issuance of the Bonds (the “Covenants™).

We also have relied (a) on a certificate of the West Virginia Air Pollution Control
Commission that states that the Project, as designed, is in furthcrance of the purpose of ahating
or controlling atmospheric pollutants or contaminants, and (b) in part, on certificates of engineers
for the Company with respect to the air pollution control purpose of the expenditures for the
Project.

Based on the foregoing and assuming the due authorization, execution and delivery of all
documents by parties, we are of the opinion that:

1, The Issuer is validly organized and existing under West Virginia law with full
power and authority to execute and deliver the Indenture and Loan Agreement and to issue and
sell the Bonds,

2. The issuance of the Bonds has been duly authorized by the Issuer, The Bonds have
been issued in accordance with the Act and constitute valid and binding limited ohligations of
the Issuer, payable as to principal, purchase price, premium (if any) and interest solely from the
revenues and receipts derived from the Loan Agreement. The Bonds shall not constitute a debt
or a pledge of the faith and credit or taxing power of the State of West Virginia or of any county,
municipality or any other political subdivision of the State of West Virginia, and the holders and
owners thereof shall have no right to have taxes levied by the legislature of the State of West
Virginia or the taxing authority of any county, municipality or any other political subdivision of
the State of West Virginia for the payment of the principal of, interest on or purchase price of the
Bonds, and their purchase price shall be payable solely from revenues and funds pledged for
such payment as autharized by the Act.
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3. The Loan Agreement has been duly authorized, executed and delivered by the Issuer,
constitutes a valid and binding agreement of the Issucr and is enforceable against the Issuer in
aceordance with its terms. The Note has been duly assigned to the Trustee,

4. The Indenture has been duly authorized, executed and delivered by the Issuer,
constitutes & valid and binding agreement of the Issucr, essigns and pledges to the Trustee as
security for the Bonds all of the rights of the Issuer under the Loan Agreement (except for
Unassigned Issuer’s Rights) and is enforceable against the Issuer in aceordance with its terms.
The Indenture creates a valid lien in favor of the Trustee in and to such rights.

5. The rights of the owners of the Bends and the enforceability of such rights, including
enforcement by the Trustee of the obligations of the Issuer under the Indenture and the Loan
Agreement, may be limited or otherwise affected by (a) bankruptcy, insolvency, reorganization,
moratorium and other laws affecting the rights of creditors generally and (b) principles of equity,
whether considered at law or in equity.

6. Under existing law, interest on the Bonds (8) is not included in gross income for
Federal income tax purposes, except when held by a “substantial user” of the Project or a
“related person” within the meaning of Section 103(b)(13) of the 1954 Code, and (b) is not an
item of tax preference for purposes of the Federal alternative minimumn income tax imposed on
individuals, corporations and other taxpayers; however, with respect to corporations (as defined
for Federal income tax purposes) subject to the alternative minimum income tax, such interest is
taken into account in determining adjusted cutrent earnings for purposes of computing such tax.
The opinion in the preceding scntence is subject to the condition that there is compliance
subsequent to the issuance of the Bonds with all requirements of the 1954 Code, the 1986 Tax
Reform Act and the 1986 Code that must be satisfied in order that interest thereon not be
included in gross incorne for Federal income tax purposes. Failure by the Company or the Issuer
to comply with the Covenants could cause interest on the Bonds to be included in gross income
for Federal income tax purposes retroactively to their date of issue. We express no opinion
regarding other Federal tax consequences of the ownership of or receipt or accrual of interest on
the Bonds. Furthermore, we express no opinion as to the effect on the excludability of the
interest on the Bonds from gross income of (a) the occurrence of any change in interest rate
Delermination Method, as defined in the Indenture, (b) any other event for which the Indenture
or the Loan Agreement requires the obtaining of & Favorable Opinion of Tax Counsel, as defined
in the Indenture, or (¢) any amendment of the Indenture or the Loan Agreement or waiver of the
terms thereof.

7. Under the Act, the interest on the Bonds is exempt from taxation by the State of
West Virginia, except for inheritance taxes. No opinion is expressed with respect to the
exemplion of interest from income taxation under West Virginia law on any Bond for any period
during which it is held by a person who is a “substantial user” of the Project or a “related person™
within the meaning of Section 103(b)(13) of the 1954 Code.

Qur services as bond counsel to the Issuer have been limiled to rendering the foregoing
opinion based on our review of such proceedings and documents as we deem neccssary to
approve the validity of the Bonds and the tax-exempt status of the interest thereon. We have not
made any investigation conceming the business or financial resources of the Company, and
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therefore we express no opinion herein as to the accuracy or completeness of any information
that may have been relied upon by any purchasers in making their decision to purchase the

Bonds, including the information contained in the preliminary official statement of the Issuer
" with respect 1o the Bonds dated September 2, 2008, and in the official statement of the Issuer
with respect to the Bonds dated September 10, 2008.

Very truly yours,
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NEW ISSUE - BOOK ENTRY ONLY

In the opinion of Bond Counsel, interest on the Bonds will be excludable from gross income for federal
income tax purposes under existing statutes, regulations, published rulings and court decisions, except as
explained under TAX MATTERS herein. Bond Counsel is of the opinion that interest on the Bonds will
not be treated as a preference item in calculating the alternative minimum tax imposed on individuals and
corporations under Section 57(a)(5) of the Internal Revenue Code of 1986, as amended (the “Code”). In
addition, the Bonds are also exempt from State of Oklahoma taxation, except for inheritance, estate or
transfer taxes, For further information, see TAX MATTERS herein,

$33,700,000
The Oklakoma Development Finance Authority
Poliution Control Revenue Refunding Bonds
(Pubiic Service Company of Oklaiioma Project)
Series 2009 (Non-AMT)

Interest to accrue from date of issuance Due: June 1, 2014

The Bonds are limited obilgations of the Oklahoma Development Flnance Authority
("Issuer™), and are to be pald solely from, and will be secured by a pledge of, payments to be made
to the Issucr under the terms of an Installment Payment Agreement between the Issuer and

Public Service Company of Oklahoma

The Bonds will bear interest at a fixed rate of 5.25% per annum beginning on the date of original
issuance until maturity, unless redeemed prior thereto. The Bonds will not be subject to optional
redemption but will be subject to extraordinary optional redemption and extraordinary mandatory
redemption as deseribed under THE BONDS - Redemption. The Bonds will be issued as fully registered
bonds and will be registered initially in the name of Cede & Co., as registered owner and nominee for The
Depository Trust Company, New York, New York ("DTC”). DTC acts as a securitics depository for the
Bonds. The Bonds will be issued in denominations of $5,000 and integral multiples thercof. Except
under the limited circumstances deseribed herein, Beneficial Owners of book-entry interests in the Bonds
will not receive certificates representing their interests. Payments of principai of and premivm, if any,
and interest on the Bonds {payable June | and December 1, commencing June 1, 2009) will be made
through DTC and disbursements of such payments to Benefieial Owners wilt be the responsibility of DTC
and its Participants (see THE BONDS — Book-Entry Only System herein). Morgen Stanley & Co.
Incorporated will act as underwriter (*Underwriter”) for the Bonds. The Bank of New York Mellon Trust
Company, Nationai Association wili act as Trustee and as Paying Agent for the Bonds.

PRICE: 100%

This cover page contains limited information for quick reference only and is not a summary of
this Official Statement. Investors should read the entire Official Statement to obtain information essentiai
to the making of an informed investment decision,

The Bonds are offered, subject to prior sale, when, ag and if issued and reccived by the
Underwriter, subject to the approval of their validity by McCall, Parkhurst & Horton L.L.P., Dallas,
Texas, Bond Counsel, as described herein, and certain other conditions. Certain legal matters, other than
the validity of the Bonds and the exclusion from gross income for federal income tax purpeses of interest
thereon, will be passed on for the Underwriter by its counsel, Dewey & LeBoeuf LLP, New York, New
York, and for the Company by its intemal counsel. Delivery of the Bonds in book-entry-only form is
expected on or about February 6, 2009, through the facilities of DTC in New York, New York, against
payment therefor.

Morgan Stanley
Dated: February 2, 2009



KPSC Case No 2013-00410

Attomey General's First Set of Data Requests
Dated December 20, 2013

Item No. 14

Altachment 4

Page 2 of 36

CONTENTS OF OFFICIAL STATEMENT

Official Statement Page
INTRODUCTORY STATEMENT ..ouirisissusnnincsmsssesssnsisssisasssamessssssssmssssnss sasssssssssss seessussssas 1
THE ISSUER ucvctvenssrissnsesrsemrsrssssssssssssmssssssassssssessstsstasssssssasisssssssssesesssasssssssssssseseastsssassasssasssnes 2
THE FACILITIES ....ccovvenivnrenins eermereetsuRIS LSS bSO b LB RS E Sesse bR s e bR 08 4
USE OF PROCEEDS ......covmiiiienmmnismssssssssssnssensasissesssssssssssasass veonsresssrsneeenssnsasesnes 4
THE BONDS ..iiiriiisrstsssreecesinssessasssssssansssssssnmorsssssrtsssssss s isnsssssss shrsass sessssnssassstssasssisssssnsanssssen 4
THE AGREEMENT .....ooveritnnmnsrirssmsmsamssmnssssnssnsassssoncassasissssssossstsssessssasssssassssasssssssassaras senssts 13
THE INDENTURE.....ctocrninstssirssmsinssnesstssisssssissassorsssnsrasssmssassasssasstastssnsssssssssneassssnsansss serssssss 18
UNDERWRITING ...votrvereessirerssmsmsssssssassasissssssassssassssssassssssnsssssssans sasssnsssssesssasssensnsssisstbasenasnss 24
SECONDARY MARKET INFORMATION ....ccocrisnsirsisersnssmonsusssessassasssssssssssenssssnssnsaassases 24
TAX MATTERS ...cococrecnnricmmmsarsnsessiesssssissssssssassssssarsbassessinssisss ot ssss sasmssssnassasssssssssasmss sosssss 25
LEGAL MATTERS......ccoviiremrenrnrermmressasssesnsasssasasssssssssssnsons wetrsensresasrasasessaernan s snsrres e 28
MISCELLANEQUS ...ceverveeeiireioscerrersssssssssssrssssisssssssssesssnssssssasssssatsrisbassssasssssssssnssssrasassssasssass 28
Appendix A (Public Service Company of OKIZhoma) ... eocneeeenciiiisnississmssssssssarssenens A-1
Appendix B (Form of Opinion of Bond Counsel) ..coisscisssssssissmssesmisssisssassionsonss B-1

No person has been authorized to give any information or to make any representations
other than those contained in this Official Statement in connection with the offer made hereby
and, if given or made, such information or representations must not be relied upon as having
been authorized by the Issuer, the Company or the Underwriter, Neither the delivery of this
OfTicial Statement nor any sale hereunder shall under any circumstances create any implication
that there has been no change in the affairs of the Issuer or the Company since the date hereof.
This Official Statement does not constitute an offer or solicitation in any jurisdiction in which
such offer or solicitation is not authorized, or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or
solicitation. The Issuer neither has nor assumes any responsibility as to the accuracy or
completeness of the information in this Official Statement, all of which has been furnished by
others, other than information under THE ISSUER.

The Underwriter has provided the following sentence for inclusion in this Official
Statement, The Underwriter has reviewed the information in this Official Statement in
accordance with, and as a part of, its responsibilities to investors under the federal securities laws
as applied to the facts and circumstances of this transaction, but the Underwriter does not
guarantee the accuracy or completeness of such information.

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN
TRANSACTIONS THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE
OF THE BONDS, INCLUDING BY ENTERING STABILIZING BIDS. FOR A
DESCRIPTION OF THESE ACTIVITIES, SEE UNDERIVRITING 11IEREIN.
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$33,700,000
The Oklahoma Development Finance Authority
Pollution Control Revenue Refunding Bonds
(Public Serviee Company of Oklahoma Profect)
Secrics 2009

INTRODUCTORY STATEMENT

This Official Statement, including the Appendices herelo, is provided to fumish certain
information in connection with the issuance of $33,700,000 aggregate principal amount of the
Oklahoma Development Finance Authority Pollution Control Revenue Refunding Bonds (Public
Service Company of Oklahoma Project) Series 2009 (“Bonds™). The Okiahoma Development
Finance Authority (*Issuer”) neither has nor assumes any responsibility as to the accuracy or
completeness of the information in this Official Statement, all of which has been fitmished by
others, other than the information pertaining to the Issuer under THE ISSUER.

The Bonds will be issued under and pursuant to a resolution of the Issuer adopted on
August 27, 2008 (“Resoiution”) and an Indenture of Trust, dated as of February 1, 2009
(*Indenture”), between the Issuer and The Bank of New York Mellon Trust Company, National
Association, as trustee (" Trustee™, Capitalized terms used herein and not otherwise defined
shall have the meanings given to them in the Indenture,

Pursuant to an Installment Payment Agreement, dated as of February 1, 2009
(“Agreement™), between the Issuer and Public Service Company of Oklahoma (“Company™), the
proceeds from the issuance and sale of Bonds wili be used to provide funds for the refunding of
$33,700,000 in principal amount of the Issuer’s Pollution Controi Revenue Refunding Bonds
(Public Service Company of Oklahoma Project) Series 2004 (the “Refunded Bonds®). The
proceeds from the issuance and sale of the Refunded Bonds were used to provide funds for the
refunding of $33,700,000 in principal amount of the Issuer’s Pollution Control Revenue
Refunding Bonds (Public Service Company of Oklahoma Project) Series 1999 (the “Series 1999
Bonds™). The Series 1999 Bonds were used to refund $33,700,000 of the outstanding Pollution
Contro! Revenue Bonds (Public Service Company of Oklahoma Project) Series A issued by the
Trustees of the Oklahoma Environmental Finance Authority which were originaily issued to
finance a pollution control project consisting of certain facilities, or portions thereof, designed
for the abatement of pollution and the disposal of sewage and solid wastes (the "Facilities™) at
the Northeastem Generating Station located near Oologah, Oklahoma (the “Plant”) of the
Company.

The Company is obligated under the Agreement to make payments to the Trustee
sufficient, together with any other funds on deposit in the Bond Fund (hereinafter described)
under the Indenture, to pay the principal of and premium, if any, and interest on the Bonds (such
payments being hereinafter referred to as the “Installment Payments™). The Bonds will not
otherwise be secured by a mortgage on, or security interest in, any of the Facilities or any other
property of the Company.
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‘The Bonds will mature and become due and payable, together with any accrued and
unpaid interest, on June 1, 2014, The Bonds will bear interest at a Fixed Rate of 5.25% per
year, from the date of initial delivery of the Bonds until maturity. Interest on the Bonds will be
payable semi-annually in arrears on each June 1 and December 1, commencing June 1, 2009.

The Bonds will be issued in authorized denominations of $5,000 and integral multiples
thereof and will be held by The Depository Trust Company (“DTC"), or its nominee, as
securities depository with respect to the Bonds. See T//E BONDS —~ Book-Entry Only System,

The Bonds are limited obligations of the Issuer, and are to be paid solely from, and will
be secured by a pledge of, payments to be made to the Issuer under the terms of the Agreement.
See THE BONDS - Security.

Brief descriptions of the Issuer, the Facilities, the Bonds, the Agreement and the
Indenture are included in this Official Statement. Information regarding the business, properties
and financial condition of the Company is included or incorporated by reference in Appendix A
attached hereto, The form of opinion that Bond Counsel proposes to deliver relating to the
Bonds is set forth in Appendix B hereto. The descriptions herein of the Agreement and the
Indenture are qualified in their entirety by reference to such documents, and the descriptions
herein of the Bonds are qualified in their entirety by reference to the forms thereof and the
information with respect thereto included in the aforesaid documents. All such descriptions are
further qualified in their entirety by reference to laws and principles of equity relating to or
affecting generally the enforcement of creditors® rights, Copies of such documents may be
obtained from the Company.

THE ISSUER

General

The Issuer was ercated by a Declaration of Trust dated November 1, 1974, as amended
October 9, 1975 (the "Original Declaration"), for the furtherance of public purposes and the
benefit of the State of Oklahoma (the "State") pursuant to the provisions of Title 60, Oklahoma
Statutes 2001, Section 176 et seq., as amended, and Title 60, Oklahoma Statutes 2001, Section
175.1 et seq., as amended, and other applicable statutes and laws of the State. Tursuant to the
provisions of Title 74, Oklahoma Statutes 2001, Seetion 5062.1 ef seq., as amended, and other
applicable statutes and laws of the State, the Original Declaration was further amended by an
Amended and Restated Declaration of Trust dated February 11, 1988, which, among other
things, changed the name of the Issuer from The Oklahoma Development Authority to The
Oklahoma Development Finance Authority, The Restated Declaration was accepted and
approved by the Govemor of the State on February 12, 1988, The mostrecent amendment to the
Original Declaration occurred in 1994 under the provisions of an Amended and Restated
Declaration of Trust dated July 1, 1994, which was approved by the Governor on August 5,
1994, The purpose of this amendment was to conform the trustees of the Issuer with that of the
Oklahoma Industrial Finance Authority pursuant to certain statutory changes.
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Purposc and Powers

The authorized purposes of the Issuer include, but are not limited to, the following: (i) to
expand and establish agricultural and industrial enterprises; (ii) to provide pollution control
facilities; (iii) to develop public or private energy generating, distribution or conservation
facilities and sources; (iv) to provide healthcare facilities; (v) to provide infrastructure, waste
water and capital improvement facilities; (vi) to provide educational facilities; (vii) to provide
recreational facilities; and (viii) to provide for short term advance funding and the purchase of
the obligations of political subdivisions throughout the State,

The Issuer has all powers necessary or appropriate to carry out and effectuate its
purposes, including, without limitation: (i) to make and execute contracts and all other
instruments necessary or convenient for the performance of its duties and the exercise of its
powers and functions; (ii) to borrow money and to issue bonds to provide financing for the
purpose and projects of the Issuer and to provide for the security and services of payments
therefor; (iii) to provide financing assistance by making of, entering into or providing for
guarantees, leases, insurance, financing credits, loans, letters of credit, financing assistance
payments, grants or other financial gid for the purposes and projects provided; and (iv) to lend
money or otherwise extend credit to any person and exercise all powers of a lender or creditor;
and to collect fecs and charges in connection with its loans, commitments and servicing,
including but not limited to, reimbursement of costs of financing as the Issuer determines to be
reasonable and approves.

Board of Dlrectors

The Issuer is governed by a Board of Directors consisting of seven (7) persons, appointed
by the Govemor for overlapping six-year terms, with the advice and consent of the State Senate.
One member is the Director of the Oklahoma Department of Commerce, who serves ex officio
but who is a voting member of the Board of Directors. One person is selected from each of the
former six Congressional Districts of the State, at least five of whom are required to have had at
least fifteen years' experience in banking, mortgage loans or financial management, and the
remaining member must have demonstrated outstanding ability in business or industry. The
members annually elect 2 Chairman, Vice Chairman, and Secretary from amnng the membership
of the Board of Directors.

The current Directors and Officers of the Issuer, their positions, the years in which their
respective terms expire and their principal occupations are as follows;

Name Posltlon Term Occupation
llomer Paul Chairman 2009 Retired Banker
Edmond, Oklahoma
D.R. Shiptey Vice 2012 President, First United Bank & Trust
Chairman Co., Tecumseh, Oklahoma
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Name Position Term Oceupation
Chris L. Condley Secretary 2010 Chief Executive Officer
First National Bank of Muskogee
Muskogee, Okiahorna
Henry P, (“Hank™) Member 2013 Executive Vice President, BancFirst,
Bradley Oklahoma City, Okiahoma
G. Bridger Cox Member 2011 President, Citizens Bank and Trust
Company of Ardmore
Ardmore, Okishoma
Don L. Smith Member 2014 Attomey, Lawton, Oklahoma
Natalie Shirley Member Ex Executive Director, Oklahoma

Officio Department of Commerce,
Oklahoma City, Oklahoma

The day-to-day management of the Issuer is vested in the President appointed by the
Board of Directors. Mr. James G. Fulmer is President of the Issuer. The President employs such
officers and employees as designated by the Board of Directors and directs and supervises the
administrative affairs and general assignments of the Issuer,

THE FACILITIES

The Facilities consist of various systems which are designed for the abatement and
control of pollution and the treatment and disposal of sewage and solid wastes at the Plant.

USE OF PROCEEDS

The Bonds are being issued by the Issuer for the purpose of providing funds for the
redemption of the Refunded Bonds. The Company will provide any additional funds requircd to
redecem all of the Refunded Bonds from either intemally generated funds or short-term
borrowings.

THE BONDS

Gencral

The Bonds are being issued in fully registered form only in the aggregate amount set
forth on the cover page hereof. The Bonds will be dated as of February 6, 2009. The Bonds will
mature and become due and payable, together with any accrued and unpaid interest, on June 1,
2014 and will bear interest from the date of initial delivery of the Bonds at a fixed rate of 5.25%
per annum until maturity, unless redeemed prior thereto. See “Redemption™ herein, Interest on
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on the Bonds will be payable semi-annually in arrears on each June 1 and December 1. The
initial interest payment date for the Bonds is June 1, 2009.

Beneficial interests in the Bonds will initially be issued pursuant to a Book-Entry Only
System (“Book-Entry Only System™) maintained by The Depository Trust Company, New York,
New York ("DTC™), as descrihed below under the caption Book-Entry Only System. Under the
Indenture, the Issuer may appoint a successor securities depository to DTC. (DTC, together with
any such successor securities depository, is hereinafter referred to as the “Securities
Depository™). The following information is subject in its entirety to the provisions described
below under the caption Book-Entry Only System while the Bonds are in the Book-Entry Only
System.

Form and Denominatlon of Bonds; Payments on the Bonds
General

The Bonds will he issued only as fully registered bonds, without coupons, in
denominations of $5,000 or any integral multiple thereof (an “Authorized Denomination”). The
Bonds will be registered in the name of Cede & Co., as registered owner and nominee of DTC.
DTC acts as securities depository for the Bonds and individual purchases of Bonds may be made
in book-entry form only. So long as the Bonds are in book-entry only form, purchasers of Bonds
will not receive certificates representing their interest in the Bonds purchased. Solong as Cede
& Co. is the registered owner of the Bonds, as nominee of DTC, references herein to the
Bondholders or registered owners or holder shall mean Cede & Co., and shall not mean the
Beneficial Owners (as defined below) of the Bonds.

So long as Cede & Co. is the registered owner of the Bonds, principal of, premium, if
any, and interest on the Bonds are payable to Cede & Co., as nominee for DTC, which will, in
tum, remit such amounts to the DTC Participants (as defined below) for subsequent
dishursement to the Beneficial Owners. See — Book-Entry Only System helow.

The Bank of New York Mellon Trust Company, National Association has been appointed as
Trustee and Paying Agent under the Indenture. The Designated Office of the Trustee and Paying
Agent is located, initially, in New York, New York. The Company and its affiliates maintain
banking relationships with The Bank of New York Mellon Trust Company, National Association
and its affiliates, The Bank of New York Mellon Trust Company, National Association and its
affiliates serve as trustee under various indentures with, or for the benefit of, the Company and
its affiliates.

Neither the Issuer nor the Trustee shall be required to make any transfer or exchange of
any Bond during the ten Business Days prior to the mailing of a notice of Bonds selected for
redemption or, with respect to a Bond, after such Bond or any portion thereof has heen selected
for redemption. Registration of transfers and exchanges shall be made without charge to the
Bondholders, except that any required taxes or other governmental charges shall be paid by the
Bondholder requesting registration of transfer or exchange.
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Interest

The Bonds will bear interest at a Fixed Rate of 5.25% per year from the date of initial
delivery of the Bonds until June 1, 2014. Interest on the Bonds will be payable semi-annually in
arrears on each June 1 and December 1 and at maturity. The initial interest payment date is June
1, 2009. Each payment of interest shall include interest accrued through the day before such
interest payment date. Interest on the Bonds will be computed on the basis of a 360-day year
consisting of twelve 30-day months,

All payments of interest on the Bonds will be paid to the registered owner thereof whose
name appears in the bond register kept by the bond registrar as of the close of business on the
Regular Record Date (as defined below) by check mailed on the interest payment date, provided
that any registered owner of $1,000,000 or more in aggregate principal amount of the Bonds
may, upon written request given to the Paying Agent at least five Business Days (as defined
below) prior to an interest payment date designating an account in a domestic bank, be paid by
wire transfer of immediately available funds. If any iaterest payment date, redemption date or
maturity date i3 not a Business Day, we will pay all amounts due en the next succeeding
Business Day and no additional interest will be paid.

“Business Day” means any day other than a Saturday or Sunday or other than a day on
which commercial banks loeated in all of the cilies in which the Designated Offices of the
Trustee, the Paying Agent, the Remarketing Agent are located are authorized by law or
regulation to close or on which the New York Stock Exchange is closed.

“Regular Record Date” means the fifteenth day of the calendar month preceding the
relevant interest payment date.

Seccurlty

The Bonds will be limited obligations of the Issuer, the principal of and premium, if any,
and interest on which will be payable solely from, and secured by a pledge of, the Installment
Payments to be made by the Company under the Agreement. The pledge does not extend to
funds to which the Trustee is entitled in its own right as fees, reimbursement, indemnity or
otherwise. The Bonds will not be secured by a mortgage or security interest in the Facilities or
any other property of the Company.

THE BONDS SIIALL BE DEEMED NOT TO CONSTITUTE A DEBT OF TIIE STATE
OF OKLATIOMA, TIIE ISSUER, OR OF ANY OTHER POLITICAL CORPORATION,
SUBDIVISION, OR AGENCY OF THE STATE OR A PLEDGE OF THE FAITII AND
CREDIT OF ANY OF TIIEM. NO RECOURSE SHIALL BE ITAD FOR ANY CLAIM
BASED ON TIHE AGREEMENT, TIIE INDENTURE, OR TIHE BONDS AGAINST ANY
MEMBER, OFFICER OR EMPLOYEE, PAST, PRESENT OR FUTURE, OF TiIE
ISSUER, OR OF ANY SUCCESSOR BODY TIIERETO, EITHER DIRECTLY OR
THROUGII THE ISSUER, OR ANY SUCII SUCCESSOR BODY, UNDER ANY
CONSTITUTIONAL PROVISION, STATUTE OR RULE OF LAW OR BY TIIE
ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR OTIIERWISE.
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NEITIHER TIIE STATE OF OKLAIIOMA, THE ISSUER, NOR ANY POLITICAL
CORPORATION, SUBDIVISION, OR AGENT OF TIIE STATE OF OKLAIIOMA
SIIALL BE OBLIGATED TO PAY TIIE BONDS AND NEITIIER TIIE FAITII AND
CREDIT NOR TIIE TAXING POWER OF THE STATE OF OKLAIIOMA, NOR ANY
OTIIER POLITICAL CORPORATION, SUBDIVISION, OR AGENCY IS PLEDGED
TO THE PAYMENT OF THE PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY,
OR INTEREST ON, OR PURCIIASE PRICE OF, THE BONDS. TIIE BONDS ARE
LIMITED OBLIGATIONS OF TIIE ISSUER PAYABLE SOLELY FROM TIIE
SOURCES DESCRIBED HEREIN AND TIIE HIOLDERS TIIEREOF SHALL NEVER
HHAVE TIIE RIGHIT TO DEMAND PAYMENT FROM MONEYS DERIVED BY
TAXATION OR ANY REVENUES OF THE ISSUER EXCEPT TIIE FUNDS PLEDGED
TO TIE PAYMENT TIIEREOF.

Tender

The owner of a Bond does not have the option to require the purchase of his or her
Bonds, nor are the Bonds subject to mandatory tender.

Redemptlon
The Bonds are subject to redemption as described below:
Optional Redemption. Except as described under the caption Extraordinary Optional

Redemption, the Bonds are not redeemable at the option of the Issuer or the Company prior to
maturfty.

Extraordinary Optional Redemption. The Bonds are subject to redemption in whole on
the next Interest Payment Date for which notice of redemption can be given, at a redemption
price equal to the aggregate principal amount of the outstanding Bonds plus accrued interest
thereon to the redemption date, without premium, upon receipt by the Trustee and the Paying
Agent of a written notice from the Company stating that any of the following events has occurred
within the preceding 270 days and that it intends to exercise its option to effect the redemption of
the Bonds as a whole:

(@)  inthe reasonable judgment of the Company, unrcasonable burdens or excessive
liabilities shall have been imposed upon the Issuer or the Company with respect to the Facilities
or the Plant, including, without limitation, (i) the imposition of any income or other taxes not
imposed on February I, 2009 or (ii) the imposition of any ad valorem property or other taxes
(other than ad valorem property or other taxes imposed on February I, 2009 upon similarly
asscssed property within the same taxing jurisdiction);

(b)  the Facilities or the Plant shall have been damaged or destroyed to such extent
that, in the opinion of thc Company, (i) within a period of six consecutive months following such
damage or destruction, it is not practicable or desirable to rebuild, repair or restore the same, (ii)
the Company will be thereby prevented from carrying on its normal operations of the Facilities
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or the Plant for a period of six consecutive months or (jii) the cost of restoration would exceed by
$1,500,000 or more the net proceeds of insurance thereon;

{(c) title to, or temporary use of, all or substantially all of the Facilities or the Plant
shall have been taken under the exercise of the power of eminent domain;

(d)  changes in the economic availability of materials, labor, services, supplies
(including fuel), equipment or other property, facilities or things necessary for the operation of
the Facilities or the Plant shall have occurred, or technological, regulatory or other changes shall
have occurred, which, in the opinion of the Company, render the continued operation of the
Facilities or the Plant uneconomic;

(¢)  any court or administrative body shall enter a judgment, order or decree requiring
the Company 10 cease, or dispose of, all or any substantial part of its operations of the Facilities
or the Plant to such extent that, in the opinion of the Company, it is or will be thereby prevented
from carrying on its normal operations of the Facilities or the Plant for a period of six or more
consecutive months;

H as a result of any change in the Constitution of the State of Oklahoma or the
Constitution of the United States of America or of eny legislative or administrative action
(whether state or federal), or of any final decree, judgment or order of any court or administrative
body (whether state or federal), the obligations of the Company under the Agreement shall have
become unenforceable or impossible of performance in any material respect in accordance with
the intent and purpose of the parties as expressed in the Agreement (as specified in the
Indenture); or

(2) following a change in the usc of or abandonment of the Facilities or any portion
thereof or the Plant, the Company has been unable after reasonable effort to obtain an opinion of
Bond Counse! to the effect that interest on the Bonds remains exempt from federal income tax
(other than for Bonds in the hands of a “substantial user” of the Facilities or a "related person™ as
those terms are used and defined in the applicahle federal income tax law); provided, however,
that if the Company obtains an opinion of Bond Counse! to the effect that, upon redemption of
only a portion of the Bonds, interest payahle on the remainder of the Bonds would remain
exempt from federal income tax (other than for Bonds in the hands of a “substantial user” of the
Facilities or a “related person” as those terms are used and defined in the applicable federal
income tax law), the Company may redecem the Bonds in such part as necessary to obtain the
opinion of Bond Coeunsel.

Extraordinary Mandatory Redemption. The Bonds are subject to mandatory redemption
in whole, or in part at eny time if such partial redemption will preserve the exemption from
federal income taxation of interest on the remaining outstanding Bonds, at a redemption price
equal to the principal amount thereof together with unpaid interest accrued to the date fixed for
redemption, and without premium, if (2) a final decree or judgment of any federal court, in which
the Company participates to the extent it deems sufficient, or (b) a final action by the Internal
Revenue Service (“IRS™), in proceedings in which the Company participates to the extent it
deems sufficient, determines that the interest paid or payahle on the Bonds to a person other than,
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as provided in the Code or the Intemal Revenue Code of 1954, as amended (the *1954 Code™),
as applicable, a “substantial user” of the Facilities or a “related person” is or was includable in
the gross income of the owner thereof for federal income tax purposes under the Code, as a
result of the failure by the Company to observe or perform any covenant, condition or agrecment
on its part to be observed or performed under the Agreement or the inaccuracy of any
representation by the Company undet the Agreement or receipt by the Company of an opinion of
Bond Counse! to such effect obtained by the Company and rendered at the request of the
Company; provided, however, that no decree or judgment by any court or action: by the IRS shall
be considered final unless the registered owner involved in such proceeding or action (i) gives
the Company and the Paying Agent prompt written notice of the commencement thereof and (ii)
if the Company agrees to pay all expenses in connection therewith and to indemnify such
registered owner against all liabilities in connection therewith, offers the Company the
opportunity to control the defense thereof. Any such redemption shall be made on a date
determined by the Paying Agent not more than 180 days after the date of such final decree,
judgment or action. The Paying Agent shall give the 1ssucr, the Trustee and the Company not
less than 45 days written notice of such date.

Notice of Redemption. At least 30 days prior to any date fixed for redemption of the
Bonds, the Paying Agent shall give notice nf any optional redemption by sending such notice by
(i) first-class mail to the Owner of each such Bond to be redeemed in whole nr in part; (ii) by
certified mail, return receipt requested, to DTC {so long as it owns all the Bonds), and upon
request, to any person or entities which provide evidence acceptable to the Paying Agent that
such person has a legal or beneficial interest in at least $1,000,000 in principal amount of the
Bonds; and (iii) by certified mail, return receipt requested, or by ovemight delivery, received by
the registered depositories at least two (2) days prior to the general publication date for such
redemption notices and to be received by at least two {2) of the national information services that
disseminate bond redemption notices on or before the general mailing date for such notices;
provided, however, that the failure to send, mail or receive such notice described above, or any
defect therein or in the sending or mailing thereof, with respect to the Bonds shall not affect the
validity or effectiveness of the proceedings for the redemption of any other Bond. 1n addition,
within sixty (60) days after the redemption date an additional redemption notice shall be sent to
any Owner of the Bonds being redeemed who has not surrendered Bonds for redemption during
the thirty (30) day period following the redemption date and to any person or entities having
legal or beneficial ownership interest in at least $1,000,000 in principal amnunt of the Bonds
which have not been surrendered.

All notices of redemption shall state (i) the redemption date; (ii} the redemption price;
(iii) the identification, including complete designation (including series) and issue date of the
Bonds and the CUSIP number, certificate number (and in the case of partial redemption, the
respective principal amounts), interest rates and maturity dates nf the Bonds to be redeemcd; (iv)
that on the redemption date the redemption price will become due and payable upon each such
Bond, and that interest thereon shall cease to acerue from and afler said date; and (v) the name
and address of the Trustee and the Paying Agent for the Bonds, including the place where the
Bonds are to be surrendercd for payment of the redemption price therefor, Ifat the time of
mailing of notice of any optional redemption in connection with a refunding of all or a portion of
the Bonds the Company shall not have deposited with the Trustee moneys sufficient to redeem
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all of the Bonds called for redemption, such notice may state that it is conditional in that it is
subject to the deposit of the proceeds of refunding bonds with the Trustee not later than the
redemption date, and such notice shall be of no effect unless such moneys are so deposited.

Partial Redemption. If fewer than all of the Bonds are called for redemption, the
Company may designate the principal amount of Bonds to be redeemed, and the Bonds to be
redeemed shall be selected in a fair and equitable manner by the Paying Agent from among all
the Bonds then outstanding. Each minimum increment of Authorized Denominations
represented by any Bond shall be considered a separate Bond for purposes of selecting the Bonds
to be redeemed, Bonds representing any unredeemed balance of the principal amount of the
Bonds being redeemed shall be issued to the Owner thereof without charge therefor.

Book-Entry Only System

DTC, the world's largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing apency™ registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended
(#1934 Act”). DTC holds and provides asset servicing for over 3.5 million issues of U.S. and
non U.S. equity issues, corporate and municipal debt issues, and money market instruments from
over 100 countries that DTC’s paricipants (“Direct Participants™) deposit with DTC. DTC also
facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants' accounts. This eliminates the need for physical movement
of securities certificates, Direct Participants include both U.S, and non .S, securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations, DTC
is a wholly owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC").
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by
the users of its repulated subsidiaries. Access to the DTC system is also available to others such
as both U.S. and non-U.S, securities brokers and dealers, banks, trust companics and clearing
corporations that clear through or maintain a custodial relationship with a Direct Paricipant,
either directly or indirectly (“Indirect Participants”, and together with Direct Participants,
“Participants™), The DTC Rules applicable to DTC and its Participants are on file with the SEC.
More information can be found at www.dtcc.org.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants® records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are to be accomplished hy entries
made on the books of Participants acting on hehalf of Beneficial Owners. Beneficial Owners

10
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will not receive certificates representing their ownership interests in the Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC
are registered in the name of DTC's partnership nominee, Cede & Co. or such other name as
may be requested by an authorized Representative of DTC. The deposit of Bonds with DTC and
their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has
no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts the Bonds are credited, which may or may
not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers. So long as Cede & Co., as
nominee for DTC, is the sole bondholder, the Trustee shall treat Cede & Co. as the only
bondholder for all purposes under the Indenture, including receipt of all principal of, premium, if
any, and interest on the Bonds, receipt of notices, voting and requesting or directing the Trustee
to take or not to take, or consenting to, certain actions under the Indenture,

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be govemed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds are being
redeemed, DTC’s current practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds, unless
authorized by a Direct Participant in accordance with DTC's procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the applicable
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts the Bonds are credited on such record date (identified in a
listing attached to the Omnibus Proxy).

Redemption proceeds and principal and interest payments on the Bonds will be made to
Cede & Co. or such other nominee as may be requested by an authorized representative of DTC,
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detailed information from the Issuer or the Trustee, on the payable date in
accordance with their respective holdings shown on DTC’s records, Payments by Participants to
Beneficial Owners will be govemed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street
name", and will be the responsibility of such Participants and not of DTC, the Trustee or the
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of redemption proceeds and principal, premium, if any, and interest payments to Cede
& Co. or such other nominee as may be requested by an authorized representative of DTC is the
responsibility of the Issuer or the Trustee, disbursement of such payments to Direct Participants
will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners
will be the responsibility of Direct and Indirect Participants.

1
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DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, certificated
bonds will be required to be printed and delivered.

The Issuer may decide to discontinuc use of the system of book-entry only transfers
through DTC (or a successor securities depository). Upon receipt of a withdrawal request from
an issuer, DTC will take the following actions: (1) DTC will issue an important notice notifying
its Participants of the receipt of a withdrawal request from the issuer reminding Participants that
they may utilize DTC's withdrawal procedures if they wish to withdraw their securities from
DTC, and (2) DTC will process withdrawal requests submitted by Participants in the ordinary
course of business, but will not effectuate withdrawals based upon a request from an issuer. In
that event, security certificates will be printed and delivered to DTC.

In the event that the book-entry system is discontinued, the principal or redemption price
of and interest on the Bonds will be payable in the manner described above, and the Bonds may
be transferred or exchanged for one or more Bonds in different Authorized Denominatinns upon
surrender thereofat the principal corporate trust office of the Paying Agent by the registered
owners or their duly authorized attomeys or legal representatives. Upon surrender of any Bonds
to be transferred or exchanged, the Paying Agent shall record the transfer or exchange in the
registration books and shall authenticate and deliver the Bonds appropriately registered and in
appropriate Authorized Denominations.

Under the Indenture, payments made by the Trustee to DTC or its nominee will satisfy
the Issuer’s obligations under the Indenture and the Company's obligations under the Agreement
to the extent of the payments so made. Beneficial Owners will not be, and will not be considered
by the Issuer or the Trustee to be, and will not have any rights as, owners of Bonds under the
Indenture.

The information in this section conceming DTC and DTC’s book-entry system has been
obtained from sources that the Underwriter, the Company and the Trustee believe to be reliable,
but the Underwriter, the Company and the Trustee take no responsibility for the accuracy
thereof.

None of the Issuer, the Underwriter, the Company, the Trustee or any agent for
payment on or registratlon of transfer or exchange of any Bond wlil have any responslbility
or obligation to Direct Partleipants, Indirect Participants or the persons for whom they act
as nominees with respect to the accuraey of the records of DTC, its nomince or any Direct
Participant with respeet to any ownershlp Interest In the Bonds, or payments to, or the
providing of netice for, Direct Participants, Indireet Participants, or beneficial owners or
other action taken by DTC, or its nominee, Cede & Co., as the sole owners of the Bonds.

t2
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THE AGREEMENT

In addition lo the description of certain provisions of the Agreement contained elsewhere
herein, the following is a briefsummary of certain provisions of the Agreement and does not
purpori to be comprehensive or definitive. All references herein to the Agreement are qualified
In their entirety by reference to the Agreement for the detailed provisions thereof.

Use of Bond Proceeds

The Issuer will issue the Bonds to provide funds to currently refund the Refunded Bonds.
Upon the sale of the Bonds, the proceeds of the Bonds will be transferred to the trustee for the
Refunded Bonds to be used to retire or redeem the Refunded Bonds,

Installment Payments

The Company will make Installment Payments under the Agreement to fund payments on
the Bonds in such amounts which, together with other moneys available therefor in the Bond
Fund created under the Indenture, will be sufficient to pay when due the principal of, premium, if
any, and interest on the outstanding Bonds as they shall mature, be redeemed, or otherwise
become due as provided in the Indenture. The Company shall make such payments directly to
the Trustee or the Paying Agent, as appropriate, for the account of the Issuer.

Installment Payment obligations of the Company under the Agreement will be absolute
and unconditional, and the Company will make such payments free of any deductions and
without abatement, diminution or sctoff, In the event that the Company fails to make any such
payments, the item or installment so in default will continue as an obligation of the Company
until the amount in default has been fully paid.

Other Payments Under The Agreement

In addition to the Installment Payments, the Company agrees to pay taxes, assessments
and other charges of any kind whatseever that may at any time be lawfully levied or impased
with respeet to the Facilities or the Installment Payments under the Agreement and all costs and
expenses of the operations and maintenance of the Facilities, The Company also agrees to pay
certain costs and expenses of the [ssuer and the Trustee in conneetion with the Bonds and to
indemnify such parties against certain liabilities arising in connection with the sale of the Bonds
and the execution and delivery of the related bond documents.

Corporate Existence

The Company shall maintain its legal existence, will not dissolve or otherwise dispose of
all or substantially all of its assets and will not consolidate with or merge into another entity or
permit one or more other entities to consolidate with or merge into it; provided that the Company
may, without violating the Agreement, {a) consolidate with or merge into another domestic entity
(i.e., an entity organized and existing under the laws of one of the states of the United States of
America, the District of Columbia or under the laws of the United States of America) or permit
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one or more other such entities to consolidate with or merge into it; or (b} sell or otherwise
transfer, to another such domestic entity, all or substantially all of its assets, and, if it so elects,
thereafter dissolve; provided, in each of (a) and (b), that such surviving, resulting or transferee
entity shall have irrevocably and unconditionally assumed the due and prompt performance of all
of the obligations of the Company under the Agreement in the manner described under
Assumption below.

Assignment

The Company may assign its intcrest in, or any rights and obligations under, the
Agrecment (a) to another entity provided that the Company, under the terms of any such
assignment, shall remain and be primarily responsible and liable for all of its obligations under
the Agreement, including particularly the making of all payments required thereunder, when due
if the entity to which an interest in the Agreement is assigned fails to perform such obligations;
or (b) to one or more other entities in connection with a transaction permitted under the terms of
the Agreement as described in Corporate Existence above.

Assumption

Any irrevocable, unconditional assumption of the due and prompt performance ofall of
the obligations of the Company under the Agreement by an entity or entities (collectively, the
“Assignee”) permitted under the Agreement (“Assumption™) shall be evidenced by an instrument
delivered concurrentiy with such assumption to the Issuer, the Paying Agent and the Trustee, If
a transaction occurs pursuant to and as permitted by the Agreement in which the Company,
either alone or coliectively with other entities, is not the Assignee, the Company shali be relieved
of liability under the Agreement. Ifan Assumption occurs, the Assignee shall be and act as the
Company for ali purposes of the Agreement.

Defauits and Remedics

The Agreement provides that the occurrence and continuation of any one of the following
shall constitute an “Event of Default” thereunder:

(@) failure by the Company to pay Installment Payments with respect to principal of
or premium on any Bond at the times specified therein;

()  failure by the Company to pay Installment Payments with respect to interest on
any Bond at the times specified therein;

{c) failure by the Company to observe and perform any covenant, condition or
agreement on its part required to be observed or performed in the Agreement, other than as
referred to in (a) or (b) ahove, for a period of 90 days after receipt by the Company of written
notice specifying such failure and requesting that it be remedied, given to the Company by the
Issuer or the Trustee, unless the Issuer and the Trustee (with the requisite bondholder consent)
shall agree in writing to an extension of such time prior to its expiration; provided, however, that
if the failure stated in the notice can, in the reasonable judgment of the Company, be corrected
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but cannot be corrected within the applicable period, the Issuer and the Trustee will not
unreasonably withhold their consent to an extension of such time if corrective action is instituted
within the applicable period and diligently pursued until the default is corrected;

(d) certain events of dissolution, liquidation, insolvency, bankruptcy or
reorganijzation involving the Company; or

(¢)  an“Event of Default” (as defined in the Indenture) has occurred and is continuing
under the Indenture.

The provisions of paragraph (c) above are subject to the following limitaticos: if by
reason of acts of God, strikes, lockouts or other industrial disturbances; acts of public enemies;
orders or regulations of any kind of the govemment of the United States of America or of the
State of Oklahoma or any of their departments, agencies, political subdivisions, or officials, or
any civil or military authority; insurrections; riots, epidemics; landslides; lightning; earthquakes;
tidal waves; fires; hurricanes; tornadoes; blue northers; other storms; floods; washouts; droughts;
arrests; restraints of government and people; civil disturbances; explosions; breakage or accident
to machinery, transmission pipes, transmission facilities or canals; partial or entire failure of
utilities; shortages of labor, material, supplies or transportation; or any other cause or ¢vent not
reasonably within the control of the Company (collectively, *events of force majeure"), the
Company is unable in whole or in part to carry out the agreements on the Company's part
contained in the Agreement, the Company shall not be deemed in default during the continuance
of such inability. The Company, however, will use its best efforts to remedy with all reasonable
dispatch the cause or causes preventing the Company from carrying out such agreements;
provided, that the settlement of strikes, lockouts and other industrial disturbances shall be
entirely within the discretion of the Company, and the Company shall not be required to make
settlement of strikes, lockouts, and other industrial disturbances by acceding to the demands of
the opposing party or parties when such course is, in the judgment of the Company, unfavorable
to the Company. The occurrence of any event of force majeure shall not suspeod or otherwise
abate, and the Company shall not be relieved from, any obligation under the Agrecement to the
extent that the faiture of the Company to observe or perform any such obligation would result in
the failure to pay when due the principal of, premium, if any, and interest on, the Bonds or would
result in the interest on the Bonds becoming includable in the gross income of the owners thereof
for federal income tax purposes.

The above provisions, however, are subject to the conditions that, after any such Event of
Default under the Agreement, subject to and as provided in the Indenture, the Trustee, with the
requisite bondholder consent, will waive such Event of Default and rescind and annul any
remedial step theretofore taken by it or by the Issuer with respect to such default and its
consequences; but no such waiver, rescission or annulment shall extend to or affectany
subsequent default or impair any right or remedy consequeot thereon.

Whenever any Event of Default under the Agreement shall have occurred and is
continuing, the Issuer, with the written consent of the Trustee, or the Trustee may take any one or
more of the following remedial steps but only if acceleration of the principal amount of the
Bonds has been dectared pursuant to the Indenture:
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(a) by notice in writing to the Company, declare the unpaid Installment Payments to
be due and payable immediately, if concurrently with or prior to such notice the unpaid principal
amount of the Bonds has been declared to be due and payable under the Indenture, and upon any
such declaration the Installment Payments payable under the Agreement shall become and shall
be immediately due and payable in the amount equal to the principal of and all accrued interest
on the Bonds {without premium); provided, however, that an Event of Default shall be deemed
waived and a declaration accelerating payment of unpaid Installment Payments payable under
the Agreement shall be deemed rescinded without further action on the part of the Trustee or the
Issuer upon any rescission by the Trustee of the corresponding declaration of acceleration of the
Bonds under the Indenture;

(b)  whatever action at law or in equity may appear necessary or desirable to collect
the payment and other amounts then due or to enforce performance and observance of any
obligation, agreement or covenant of the Company under the Agreement.

The Company has covenanted that, in case an Event of Default shall occur with respect to
the payment of any Installment Payment then payable, upon demand of the Trustee, the
Company will pay the whole amount that then shall have become due and payable, with interest
(to the extent permitted by law) on such amount, at the rate of interest borne by the Bonds at the
time of such failure, from the due date thereof until paid.

In case the Company shall fail to pay such amounts upon such demand, the Trustce shall
be entitled and empowered to institute any action or proceeding at law or in equity for the
collection of the sums so due and unpaid, and may prosecute any such action or proceeding to
judgment or final decree, and may enforce any such judgment or final decree against the
Company and collect, in the manner provided by law out of the property of the Company, the
moneys adjudged or decreed to be payable.

Certain Covenants Regarding Arbitrage and Tax Exemption

The Issuer and the Company have agreed not to knowingly take any action or omit to
take any action, which would result in a loss of the exemption from federal income taxation of
interest on the Bonds by virtue of the Bonds being considercd "arbitrage bonds” within the
meaning of Section 148 of the Code.

The Issuer and the Company have agreed to refrain from taking any action which would
adversely affect, and to take such action to assure, the treatment of the Bonds as obligations
described in Section 103(a) of the Code, the interest on which is not includahle in the **gross
income” of the holder (other than the income of a “substantial user” of the Facilities or a "related
person™ within the meaning of Section 147(a) of the Code or Section 103(b)(13) of the 1954
Code, as applicable) for purposes of federal income taxation,
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Amendment of Agreement

The Issuer and the Company may, in accordance with the Indenture, without the consent
of, or notice to, the Bondholders, enter into an amendment to the Agreement, for any one or
more of the following purposes:

(i) to cure any ambiguity, formal defect or omission in the Agreement or to make
such other changes which shall not have a material adverse effect upon the interests of the
Bondholders;

(i)  to grant to or confer upon the Trustee, for the benefit of the Bondholders, any
additional rights, remedies, powers or authorities, or any additional security, that may lawfully
be granted to or conferred upon the Owners or the Trustec;

(iii)  to subject to the Indenture additional revenues, properties or collateral;

(iv)  toaddto the covenants and agreements of the Issuer contained in the Agreement
other covenants and agreements thereafter to be observed for the protection of the Bondholders
or to surrender or limit any right, power or authority therein reserved to or conferred upon the
Issuer;

(v)  effective upon any Conversion Date, to make any amendment affecting only the
Bonds being converted;

(vi)  toadd provisions relating to the partial conversion of Bonds to a new Mode;
(vii) toconform to the requirements of any Rating Agency;

(viii) to add or modify provisions permitting a mandatory tender of Bonds in lieu of
redemption;

(ix)  to add provisions permitting the nddition of a credit facility or liquidity facility;

(x)  to make any change related to the Bonds that does not materially adversely affect
the rights of any Bondholder; and

(xi}  to implement any permitted succession to or assignment by the Company in
accordance with the provisions of the Indenture and the Agreement.

Subject to certain terms and provisions of the Indenture, and exclusive of the purposes
described in subparagraphs (i} through (x) above, the Owners of a majority in aggregate principal
amount of the Bonds then outstanding will have the right, from time to time, to approve
amendments deemed necessary and desirable by the Issuer and the Company for the purposes of
modifying, altering, amending, adding to or rescinding any of the terms or provisions contained
in the Agreement, as it may be amended from time to time.
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THE INDENTURE

In addition to the description of certain provisions of the Indenture contained elsewhere
herein, the following Is a brief summary of certain provisions of the Indenture and does not
prrport to be comprehensive or definltive. All references herein to the Indenture ore qualified in
their entirety by reference to the Indenture for the detatled provisions thereof.

Bond Fund

The Indenture creates and establishes with the Trustee a separate trust fund designated
“The Oklahoma Development Finance Authority (Public Service Company of Oklahoma
Project) Series 2009 Bond Fund” (the “Bond Fund”), which will be used solely for the payment
of the principal of, premium, if any, and interest on the Bonds. All Installment Payments made
by the Company in connectinn with principal of, premium, if any, and interest on the Bonds will
be made to the Trustee for deposit in the Bond Fund. There shall be deposited into the Bond
Fund, when received: (i) all payments specified in the Agreement (except for certain payments of
fees, expenses, and indemnification arising out of the Issuer’s Unassigned Rights (as defined in
the Agreement)); (ii) all moneys required to be so deposited in connection with any redemption
of the Bonds; (iii) any amounts directed to be transferred into the Bond Fund pursuant to any
provision of the Indenture, and (iv) all other moneys when received by the Trustee which are
required to be deposited in the Bond Fund or which are acecompanied by directions that such
moneys are to be paid into the Bond Fund.

Moneys held in the Bond Fund shall be used solely for the payment of the principal of,
premium, if any, and interest on the Bonds on the dates due for the payment of redemption
thereof. The Issuer has authorized and directed the Trustee to withdraw sufficient funds from the
Bond Fund to transfer to the Paying Agent to pay the principal of, premium, if any, and interest
on the Bonds as the same become due and payable, which authorization and direction the Trustee
has accepted.

Investment

Except as provided in the Indenture, any moneys held as part of the Bond Fund shall be
invested or reinvested by the Trustee as provided in written instructions of the Company snlely
in Permitted Investments {(as defined in the Indenture).

Moneys ITeld in Trust

All moneys required to be deposited with or paid to the Trustee for the account of any
fund under the Indenture shall be held by the Trustee in trust and, except for (i) moneys in the
Rebate Fund (as defined in the Indenture), and (ii) mnneys deposited with or paid to the Trustee
for the redemption of Bonds, notice of the redemption for which has been duly given, sball,
while held hy the Trustee, be part of the trust estate and be subject to the security interest created
hy the Indenture.
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Events of Default and Remedices

The Indenture provides that each of the following constitutes an "Event of Default”
thereunder:

(@)  default in the due and punctual payment of the principal of or premium, if any, on
any outstanding Bond, as the same shall become due and payable, whether at the stated maturity
thereof, upon any proceedings for redemption, or upon the maturity thereof by declaration of
acceleration; :

(b)  default in the due and punctual payment of the interest on any outstanding Bond,
as the same shall become due and payable;

(c)  default by the Issuer in its performance or observance of any of the other
covenants, agreements or conditions contained in the Indenture, and the continuation thereof
without cotrective action for a period of 90 days after receipt by the Issuer and the Company of
notice given by the Trustee or the Owners of not less than 25% in aggregate principal amount of
all Bonds outstanding as specified in the Indenture; or

(d)  an Eventof Default (as defined in the Agreement) has occurred and is continuing
under the Agreement.

If any Event of Default occurs and is continuing, the Trustee may, and upon written
request of the Owners of at least 25% in principal amount of all the Bonds then outstanding,
shall, by notice in writing to the Issuer and the Company, declare the principal of all Bonds then
outstanding to be immediately due and payable, and upon such declaration the said principal,
together with interest accrued thereon to the date of acceleration, shall become due and payable
immediately at the place of payment provided therein, anything in the Indenture or in the Bonds
to the contrary notwithstanding. Upon the occurrence of any such acceleration, the Trustce shall
immediately declare all Installment Payments under the Agreement to be due and payable
immediately,

If, after the principal of the Bonds has become due and payable, all arrears of interest
upon those Bonds are paid by the Issuer, and the Issuer also performs all other things in respect
to which it may have been in default under the Indenture and pays the reasonable charges of the
Trustee and the Bondholders, including reasonable and necessary attomeys’ fees, then, and in
every such case, the Owners of & majority in principal amount of the Bonds then ouistanding, by
notice to the Issuer and to the Trustee, may annul such acceleration and its consequences. No
such annulment shall extend to or affect any subsequent default or impair any right or remedy
consequent thereon.

Upon the occurrence of an Event of Default, the Trustee may pursue any available
remedy by suit at law or in equity to enforce the payment of the principal of, premium, if any,
and interest on the Bonds then outstanding, and the performance by the Issuer of its obligations
under the Indenture, including, without limitation, the following: (a) by mandamus, or other suit,
action or proceeding at law or in equity, enforce all rights of the Bondholders and require the
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Issuer to carry out its obligations under the Indenture and the Acts; (b) bring suit upon the
Bonds; (c) by action, suit or proceeding at law or in equity, require the Issuer to account as if it
were the trustee of an express trust for the Bondholders; and (d) by action, suit or proceeding at
law or in equity, enjoin any acts or things which may be unlawful or in violation of the rights of
the Bondholders.

Defeasance

Any Bond shall be deemed to have been paid and discharged when (i) payment of the
principal of and applicable premium, if any, on such Bond plus the interest thereon to the due
date thereof (whether such duc date be by reason of maturity or upon redemption as provided in
the Indenture or otherwise) cither (a) shall have been made in accordance with the terms of the
Indenture, or (b) shall have been provided for by irrevocably depositing with the Trustee (which
shall irrevocably set aside such deposit exclusively for payment), in trust solely for such
payment, any combination of (1) sufficient moneys provided by the Company to make such
payment and/or (2) Government Obligations (as defined in the Indenture) acquired with moneys
provided hy the Company not subject to redemption or prepayment and maturing as to principal
and interest in sueh amounts and at such times as will in the opinion of an independent certified
public accountant delivered to the Trustee be sufficient to make such payment without
reinvestment (and there shall he no reinvestment); (i) all necessary and proper fees and expenses
of the Trustee and the Paying Agent pertaining to the Bonds sha!l have been paid o, to the
satisfaction of the Trustee and the Paying Agent, provided for; (iif) the Trustee shall have
received in form satisfactory to it irrevocable instructions from an authorized representative of
the Company to redeem the Bonds on the date next following en which the Bonds are required to
be, or may at the option of the Owner be, tendered for purchase and either evidence that all
redemption notices required by the Indenture have been given or irrevocable instructions to the
Trustee to give such redemption notices has been given; and (iv) there shall have been delivered
to the Trustee and the Issuer an opinion of Bond Counsel to the effect that the deposit of such
moneys will not adversely affect the excludability from gross income for purposes of federal
income taxation of interest on any of the Bonds,

Dlscharge of Lien

When all of the Bonds have been paid or deemed paid and the Issuer is not in default
under any of the covenants and promises contained in the Bonds and the Indenture, and if the
Issuer shall pay or cause to be paid to the Trustee all sums of money due or to become due
according to the Indenture or the Bonds and the Agreement, then the rights under the Indenture
will become null and void; provided, however, that the rights of the Trustee under the Indenture
to receive its fees, charges and expenses shall survive the discharge of the Indenture until paid in
full, See the caption Defeasance above for a discussion of the conditions under which the Bonds
will be deemed to have been paid.

The Trustee; New York Paylng Agent

To the extent permitted by law, the Trustee may invest in and treat itself as any other
holder of the Bonds. The Trustee may resign under the Indenture at any time after notice to the
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Issuer, the Company, the Paying Agent and the Bondholders, such resignation to take effect only
upon the appointment of a successor Trustee. The Trustee may be removed under the Indenture
at any time by wrilten notice signed by the Issuer and the Company and delfvered to the Trustee,
the Paying Agent and the Bondholders. Such removal shall take effect only upon the
appointment of a successor Trustee. Every successor Trustee may be appointed by the Issuer
with the consent of the Company and shall be a bank or trust company which (i) is organized as a
corporation or banking association and doing business under the laws of the United States of
America or any state thereof; (ii) is authorized under such laws to exercise corporate trust powers
and to perform all the duties imposed upon it by the Indenture and the Agreement; (iii) is subject
to supervision or examination hy federal or state authority; (iv) has combined capital and surplus
of at least $75,000,000; (v) shall not have become incapable of acting or have been adjudged a
bankrupt or an insolvent or have had a receiver appointed for itself or for any of its property or
have had a public officer take charge or control of it or its property or affairs for the purpose of
rehabilitation, conservation or liquidation; and (vi) is an institution rated or its holding company
parent is rated at least “Baa3" by Moody’s Investors Services, Inc. (*Moody's"”) (or Moody’s
shall have provided written evidence that such successor Trustee is otherwise acceptable to
Moody's) if the Bonds are then rated by Moody's, and at least “BBB-" or "A-3" by Standard &
Poor’s, a division of The McGraw-1ill Companies (“S&P") (or S&P shall have provided written
evidence that such successor Trustee is otherwise acceptable to S&P) if the Bonds are then rated
by S&P. Should the Trustee cease to be eligible to act as trustee under the Indenture, it shall
promptly notify the Owners of all Bonds then outstanding, the Issuer, the Paying Agent and the
Company of such fact, The Issuer may appoint a temporary trustee until the appointment of such
successor,

The Paying Agent is required to maintain an office, or have an agent with an office, in
New York City at all times that the Bonds are outstanding,

Addltlonal Notlces

Upon written request of any Owner of the Bonds in an aggregate principal amount of at
least $1,000,000 (or any person or entity which provides written evidence acceptable to the
Trustee and the Paying Agent that such person or entity has a legal or beneficial interest in the
Bonds in an aggregate principal amount of at least $1,000,000), the Trustee or the Paying Agent,
as appropriate, shall give an additional copy of any notice to be given by the Trustee or the
Paying Agent, as eppropriate, under the Indenture by first-class mail to a second address
specified by such Owner, person or entity. Any such additional notices shall be given
simultaneously with the original notices.

Upon written request of any person or entity which provides evidence acceptable to the
Trustee and the Paying Agent, as appropriate, that such person or entity has a legal or beneficial
interest in at least $1,000,000 in principal amount of the Bonds, the Trustee or the Paying Agent,
as appropriate, shall for the calendar year in which such request is received, provide one or more
of the following as requested to such person or entity: (i) notices of redemption; (ii) notices of
default; (iii) copies of all notices to which such person or entity is entitled under the Indenture to
a specific second address; and (iv) outstanding balances by maturity, redemption history,
including redemption date, amount and source of funds and distribution of the call to maturity.

21



KPSC Case No. 2013-00410

Attorney Generai's First Set of Data Requests
Dated December 20, 2013

item No. 14

Attachment 4

Page 24 of 36

Supplemental Indentures

The Issuer and the Trustee, with the written consent of the Company, but without the
consent of or notice to the Bondholders, may enter into an indenture or indentures supplemental
to the Indenture, for any of the following purposes:

(a)  tocure any ambiguity, forma! defect or omission in the Indenture or to make such
other changes which shall not have a material adverse effect upon the interests of the
Bondholders;

{b) to grantto or confer upon the Trustee, for the benefit of the Bondholders, any
additional rights, remedies, powers or authorities, or any additional security, that may
lawfully be granted to or conferred upon the Bondholders or the Trustee;

(c)  tosubject to the Indenture additional revenues, propertics or collateral;

(d) tomodify, amend or supplement the Indenture, or any indenture supplemental
thereto, in such manner as to permit the qualification thereof under the Trust Indenture
Act of 1939, as amended (the “Trust Indenture Act™) or any similar federal statuie
hereafter in effect, or to permit the qualification of the Bonds for sale under the securities
laws of any of the states of the United States and, if the Issuer so determines, to add to the
Indenture or any indenture supplemental thereto such other terms, conditions and
provisions as may be permitted by the Trust Indenture Act or any similar federal statute;

{e} toadd to the covenants and agreements of the Issuer contained in the Indenture
other covenants and agreements thereafter to be observed for the protection of the
Bondho!ders or to surrender or limit any right, power or authority therein reserved to or
conferred upon the Issuer;

(f)  effective upon any Conversion Date (as defined in the Indenture), to make any
amendment affecting only the Bonds being converted, including, without limitation,
amendments relating to assignment of the Company’s obligations under the Agreement
and release of the Company with respect to liability therefor;

(g) toadd provisions relating to the partial conversion of the Bonds to a new Mode;
(h)  toconform the Indenture to the requirements of any rating agency,

'§)) to add or modify provisions permitting a mandatory tender of the Bonds in lieu of
redemption;

()  toaddprovisions permitting the addition of a credit facility or a liquidity facility;

(x)  tomake any change related to the Bonds that does not materially adversely affect
the rights of any Bond Owner; and
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{D to implement any succession or assignment by the Company in accordance with
the provisions of the Indenture and the Agreement.

Exclusive of the purposes described in subparagraphs (a) through (1} above, the Owners
of a majority in aggregate principal amount of the Bonds then outstanding will have the right,
from time to time, to approve any supplemental indenture deemed necessary and desirable by the
Issuer for the purposes of modifying, altering, amending, adding to or rescinding any of the
terms or provisions contained in the Indenture or any supplemental indenture. No modification
or alteration may be made without the consent of the holders of all the Bonds then outstanding
and affected which permits (i} an extension of the maturity of the principal of, or the time for
payment of any redemption premium or interest on, any Bond or a reduction in the principal
amount of any Bond, or the rate of interest or redemption premium thereon, or a reduction in the
amount of, or extension of the time of any payment required by, any Bond, (ii) a privilege or
priority of any Bond over any other Bond {except as provided in the Indenture}; (iii) a reduction
in the aggregate principal amount of the Bonds required for consent to such a supplemental
indenture; (iv) the deprivation of the Owner of any Bond then outstanding on the lien created by
the Indenture; or (v) the amendment of the limitations described in this paragraph.
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UNDERWRITING

Subject to the terms and conditions set forth in a Bond Purchase Agreement (“Purchase
Agreement™) to be entered into between the Issuer and the Underwriter, the Underwriter has
agreed to purchase the Bonds at a purchase price of 100% of the principal amount thereof.
Under the terms and conditions of the Purchase Agreement, the Underwriter is commitied to
take and pay for all of the Bonds if any are taken. The Company has agreed to pay the
Underwriter $168,500 as compensation and to reimburse the Underwriter for its reasonable
expenses.

The Issuer has been advised by the Underwriter that the Bonds may be offered and sold
to certain dealers (including dealers depositing Bonds into investment trusts) and others at prices
lower than the public offering price set forth on the cover page of this Official Statement, After
the Bonds are released for sale to the public, the public offering price and other selling terms
may from time to time be varied by the Underwriter.

In connection with this offering and in compliance with applicable law and industry
practice, the Underwriter may overallot or effect transactions which stabilize, maintain or
otherwise affect the market price of the Bonds at levels above those which might otherwise
prevail in the open market, including by entering stabilizing bids. A stabilizing bid means the
placing of a bid, or the effecting of any purchase, for the purpose of pegging, fixing or
maintaining the price of a security. In general, purchases of a security for the purpose of
stabilization could cause the price of the security to be higher than it might be in the absence of
such purchases.

Neither the Issuer, the Company nor the Underwriter makes any representation or
prediction as to the direction or magnitude of any effect that the transactions described above
may have on the price of the Bonds. In addition, neither the Issuer, the Company nor the
Underwriter makes any representation that the Underwriter will engage in such transactions or
that such transactions, once commenced, will not be discontinued without notice.

Pursuant to an Inducement Letter, the Company has agreed to indemnify the Underwriter
and the Issuer against certain civil liabilities, including liabilities under the federal securities
laws, or contribute to payments that the Underwriter or the Issuer may be required to make in
respect thereof.

The Underwriter and/or certain of its affiliates may engage in transactions with, and from
time to time have performed services for, the Company in the ordinary course of business.

SECONDARY MARKET INFORMATION
No financial statements or operating data concerning the Issuer are included in this

Official Statement and the Issuer has not undertaken to provide any such information in the
future.
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Solely for the purpose of enabling the Underwriter to comply with the requirements of Rule
15¢2-12(b) under the 1934 Act, as in effect on the date hereof (the “Rule”), the Company has
undertaken (but only to the extent required for compliance with valid and effective provisions of the
Rule), for the benefit of the Bondholders, to provide the persons specified below (i) not later than
120 days after the end of each fiscal year of the Company ending on or after January 1, 2009, the
Public Service Company of Oklahoma Annual Report to the Securities and Exchange Commission
(the “Commission™) on Form 10-K (or any successor form), excluding any exhibits or documents
incorporated by reference therein, other than (ifapplicable) the audited financial statements
appearing in the Public Service Company of Oklahoma Annuat Report to stockholders (the “Form
10-K™), or, if the Form 10-K is no longer required, audited annual financial statements of the
Company of the type incorporated by reference in Appendix A hereto (the “Audited Financial
Statements™), and (ii) in a timely manner, notice of the occurrence of certain events enumerated in
the Rule, if material (the “Undertaking™).

The Form 10-K (or, if required, the Audited Financial Statements) shall be provided to each
Nationally Recognized Municipal Securities Information Repository ("NRMSIR) recognized by
the Commission for purposes of the Rule and to the Oklahoma state information depository, ifany,
(“SID™) and the notices of certain events shall be provided to each NRMSIR or to the Munieipal
Sccurities Rulemaking Board, and to the SID.

Neither the Issuer nor its memhers, directors, officers, agents or employees have any
responsibility or liability for the sufficiency, performance or enforcement of the Undertaking. The
Company, its directors, officers, employees and shareholders shall have no liability under the
Undertaking for any act or failure to act; a failure to perform the Undertaking shall not constitute an
Event of Default under any Indenture or a default undcr the Bonds; and the sole remedy shall be
specific enforcement of the Undertaking by the applicable Trustee or by such person, if any, as the
Rule may require to be entitled to enforce the same. The Company reserves the right to (a) contest
the validity of the Rule, and {b) medify its performance of the Undertaking, to the extent not
inconsistent with valid and effective provisions of the Rule,

TAX MATTERS
Oplnlon of Bond Counsel

On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Dallas,
Texas, Bond Counsel, will render its opinion that, in aceordanee with statutes, regulations,
published rulings and court decisions existing on the date thercof (“Existing Law"), (a) interest
on the Bonds will be excludahle from the “gross income” of the holders thereof, except for any
holder who is treated pursuant to Section 147(a) of the Code or Section 103(b)(13) of the 1954
Code, as applicahle, as a “’suhstantial user” of the Facilities or a “related person” to such user and
(b) the Bonds will not be treated as “spccified private activity bonds”, the interest on whieh
would be included as an alternative minimum tax preference item under Section 57(a)(5) of the
Code. Except as stated above, Bond Counsel will express no opinion as to any other federal,
state or local tax consequences of the purchase, ownership or disposition of the Bonds.
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In rendering its opinion, Bond Counset will rely upon {(a) information furnished by the
Company, and particularly written representations of officers and agents of the Company with
respect to certain material facts that are solely within their knowledge relating to the use of the
proceeds of the Bonds, the Refunded Bonds and the Prior Bonds, and the construction, use and
management of the Facilities, and (b) covenants of the Issucr, the Company and the Trustee with
respect to arbitrage, the application of the proceeds to be received from the issuance and sale of
the Bonds, the Refunded Bonds and the Prior Bonds and certain other matters. Failure of the
Issuer or the Company to comply with these representations or covenants could cause the interest
on the Bonds to become includable in gross income retroactively to the date of issuance of the
Bonds,

The Code and the regulations promulgated thereunder contain & number of requirements
that must be satisfied subsequent to the issuance of the Bonds in order for interest on the Bonds
to be, and to remain, excludable from gross income for federal income tax purposes. Failure to
comply with such requirements may cause interest on the Bonds to be included in gross income
retroactively to the date of issuance of the Bonds. The opinion of Bond Counsel is conditioned
on compliance by the Company with such requirements, and Bond Counset has not been retained
to monitor compliance with these requirements subsequent to the issuance of the Bonds.

Existing Law is subject to change by the Congress and to subsequent judicial and
administrative interpretation by the courts and the Depariment of the Treasury, Bond Counsel's
opinion is not a guarantee of a result. Bond Counsel’s opinion represents its legal judgment
based upon its review of Existing Law and the reliance on the aforementioned information,
representations and covenants of the Issuer and the Company described above. There can be no
assurance that such law or the interpretation thereof will not be changed in a manner which
would adversely affect the tax treatment of the purchase, ownership or disposition of the Bonds.

A ruling has not been sought from the IRS by either the Company or the Issuer with
respect to the Bonds or the property refinanced with the proceeds of the Bonds. No assurance
can be given with respect to whether the IRS would agree with the opinion of Bond Counsel or
as to whether the IRS will commence an audit of the Bonds. Ifan audit is commenced, under
current procedures the IRS is likely to treat the Issuer as the *“taxpayer,” and the owners of the
Bonds would have no right to participate in the audit process, In responding to or defending an
audit of the tax-exempt status of the interest on the Bonds, the Issuer may have different or
conflicting interests from the owners of the Bonds.

Collateral Federal Income Tax Consequences

The following discussion is 2 summary of certain collateral federal income tax
consequences resulting from the purchase, ownership or disposition of the Bonds. This
discussion is based on existing statutes, regulations, published rulings and court decisions, all of
which are suhject to change or modification, retroactively.

The following discussion is applicable to investors, other than those who are subject to

special provisions of the Code, such as financial institutions, property and casualty insurance
companies, life insurance companies, individual recipients of Social Security or Railroad
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Retirement benefits, certain S corporations with accumulated Subchapter C earnings and profits
and excess passive investment income, foreign corporations subject to the branch profits tax and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase tax-
exempt obligations.

INVESTORS, INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL
PROVISIONS OF THE CODE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO
THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM THE
PURCIIASE, OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS
BEFORE DETERMINING WHETHER TO PURCHASE TIIE BONDS.

Under Section 6012 of the Code, holders of the tax-exempt obligations, such as the
Bonds, may be required to disclose interest received or accrued during each taxable year on their
returns of federal income taxation,

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized
upon the disposition of a tax-exempt obligation, such as the Bonds, if such cbligation was
acquired at a “market discount” and if the fixed maturity of such obtigations is equal to, or
excceds, one year from the date of issue. Such treatment applies to “market discount bonds” to
the extent such gain does not exceed the accrued market discount of such Bonds, although for
this purpose, a de minimis amount of market discount is ignored. A “market discount bond” is
one which js acquired by the holder at a purchase price which is less than the stated redemption
price at maturity, The “accrued market discount™ is the amount which bears the same ratio to the
matket discount on such obligations as the number of days during which the holder holds the
obligation bears to the number of days between the acquisition date and the final maturity date,

Oklahomsa Taxcs

In the opinion of Bond Counsel, pursuant to Title 74, Oklahoma Statutes 2001, Section
5062.11, as amended, the Bonds and the income therefrom are exempt from all taxation in the
State of Oklahoma, except for inheritance, estate or transfer taxes.
State, Local and Forelgn Taxes

Investors should consult their own tax advisors conceming the tax implications of the
purchase, ownership, or disposition of the Bonds under applicable state or local laws, Foreign

investors should also consult their own tax advisors regarding the tax consequences unique to
investors who are not United States persons.
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LEGAL MATTERS

Legal matters incident to the original authorization, issuance and sale of the Bonds are
subject to the unqualificd approval of MeCall, Parkhurst & Horton L.L.P., Dallas, Texas, Bond
Counsel. In connection with the issuance of the Bonds, McCall, Parkhurst & Horton L.L,P. has
acted in the capacity of Bond Counsel for the purpose of rendering the opinion attached hereto as
Appendix B, which includes an opinion as to the exclusion from gross income of the interest on
the Bonds for federal income tax purposes. Such firm has not been requested to examine, and
has not investigated or verified, any statements, records, material or matters relating to the
financial condition or capabilities of the Company and has not assumed responsibility for the
preparation of this Official Statement, except that, in its capacity as Bond Counsel in connection
with the issuance of the Bonds, such firm has reviewed the information in this Official Statement
under the captions INTRODUCTORY STATEMENT, THE BONDS (other than under — Book-
Entry Only System), THE AGREEMENT, THE INDENTURE, TAX MATTERS and LEGAL
MATTERS.

Certain legal matters will be passed upon by Thomas G. Berkemeyer, counsel for the
Company. Thomas G. Berkemeyer is Associate General Counsel of American Electric Power
Service Corporation, an affitiate of the Company. Certain legal matters will be passed upen by
Crowe & Dunlevy, a Professional Corporation, Oklahoma City, Oklahoma, counsel to the Issuer,
Certain legal matters, other than the validity of the Bonds and the exclusion from gross income
of interest thereon, will be passed upon by Dewey & LeBocuf LLP, New York, New York,
counsel for the Underwriter, From time to time, Dewey & LeBoeuf LLP acts as counsel to
certain affiliates of the Company for some matters.

The various legal opiniens to be delivered concurrently with the delivery of the Bonds
express the professional judgment of the attorneys rendering the opinions as to the legal issues
explicitly addressed therein. In rendering a legal opinion, the attomey does not become an
insurer or guarantor of the expression of professional judgment, of the transaction opined upon,
or of the future performance of the parties to the transaction, nor does the rendering of an opinion
guarantee the outecome of any legal dispute that may arise out of the transaction.

MISCELLANEOQUS

The attached Appendices (including documents incorporated hy references therein) are an
integral part of the Official Statement and must be read together with all of the balance of this
Official Statement.

The Issucr docs not assume any responsibility for the matters contained in this Official
Statement. All findings and determinations by the Issuer relating to the issuance and sale of the
Bonds are, and have been, made by the Issuer for its own intemal uses and purposes in
performing its duties under Oklahoma law.
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APPENDIX A
PUBLIC SERVICE COMPANY OF OKLAIOMA

The Company is a public utility engaged in the generation, transmission and distribution
of electric power to approximately 525,000 retail customers in eastern and southwestern
Oklahoma, and in supplying and marketing electric power at wholesale to other electric utility
companies, municipalities, rural electric cooperatives and other market participants, Its
principal executive office is 1 Riverside Plaza, Columbus, Ohio 43215 and the telephone number
is (614) 716-1000. The Company is a subsidiary of American Electric Power Company, Inc.
(AEP) and is a part of the AEP integrated wtility system.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities Exchange Act
of 1934 (the 1934 Act) and in accordance therewf{th files reports and other information with the
Securities and Exchange Commission (SEC). Such reports and other information may be
inspected and copied at the public reference room maintained by the SEC at 100 F Street N.E.,
Room 1580, Washington, D.C. 20549, Copies of such material can be obtained from the Public
Reference Section of the SEC, Washington, D.C. 20549 at prescribed rates. The SEC may be
contacted at 1-800-SEC-0330 for information on the public reference room, The SEC maintains
a web site at http://www,sec.gov containing reports, proxy and information statements and other
information regarding registrants that file electronically with the SEC, including the Company,

DOCUMENTS INCORPORATED BY REFERENCE

The following documents filed with the SEC by the Company pursuant to the 1934 Act
are incorporated by reference in this Appendix A and made a part of this Official Statement:

» The Company's Annual Report on Form 10-K for the year ended December 31, 2007;

o The Company’s Quarterly Reports on Form 10-Q for the quarters ended March 31, 2008,
June 30, 2008 and September 30, 2008; and

¢ The Company’s Current Reports on Form 8-K dated April 4, 2008, May 7, 2008 and
December 9, 2008,

All documents subsequently filed by the Company with the SEC pursuant to Sections
13(a), 13(c), 14 or 15(d) of the 1934 Act subsequent to the date of this Official Statement and
prior to the termination of the offering of the sccurities offered by this Official Statementare to
be incorporated by reference in this Appendix A and to be a part of this Official Statement from
the date such documents are filed.

Any statement contained in a document so incorporated or deemed to be incorporated
shall be deemed to be modified or superseded for purposes of this Official Statement to the

At



KPSC Case No. 2013-00410

Attorney Generat's First Set of Dala Requesls
Dated December 20, 2013

ltem No. 14

Allachmant 4

Page 32 of 36

extent that a statement contained herein or in any other subsequently filed document which is
deemed to be so incorporated modifies or supersedes such statement. Any such statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this Appendix A.

The Company will provide without charge to each person to whom a copy of this Official
Statement has been delivered, on the written or oral request of any such person, a copy of any or
all of the documents described above which have been incorporated by reference in this
Appendix A, other than exhibits to such documents. Written requests for copies of such
documents should be addressed to Finaneial Reporting, American Electric Power Service
Corporation, | Riverside Plaza, Columbus, Ohio 43215 (tclephone number: 614-716-1000). The
information relating to the Company contained in this Appendix A does not purport to be
comprehensive and should be read together with the information contained in the documents
incorporated by reference.

RISK FACTORS

Investing in the Bonds involves risk. Please see the risk factors described in our Annual
Report on Form 10-K for the fiscal ycar ended December 31, 2007, along with certain amended
and restated risk factors contained in our Quarterly Reports on Form 10-Q for the quarters ended
March 31, 2008, June 30, 2008 and September 30, 2008, which are incorporated by reference in
this Official Statement. Before making an investment decision, you should carefully consider these
risks as well as other information contained or incorporated by reference in this Official Statement.
The risks and uncertainties described are those presently known to us. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial may also impair our
business operations, our financial results and the value of the Bonds,

RATIO OF EARNINGS TO FIXED CHHARGES

The Ratio of Earnings to Fixed Charges for each of the periods indicated is as follows:

Twelve Months Period Ended Ratio
December 31, 2003 2.96
December 31, 2004 2.14
December 31, 2005 3.40
Deeember 31, 2006 2.18
December 31, 2007 0.15
September 30, 2008 1.52

The Ratio of Eamings to Fixed Charges for the nine months ended September 30, 2008
was 3.32. For the year ended December 31, 2007, the Earnings to eover Fixed Charges was
deficient by $46,139,000. For the purposcs of caleulating the Ratio of Earnings to Fixed
Charges, “earnings” represents income before income taxes, extraordinary items, and cumulative
effect of accounting changes, plus fixed eharges. “Fixed charges™ consist of intcrest expense,
amortization of debt issuance costs, and the portion of opcrating rental expense which
management believes is representative of the interest within rental expense.
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For current information on the Ratio of Earnings to Fixed Charges, please see our most
recent Form 10-K and Form 10-Q. Sec Available Information.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The financial statements and the related financial statement schedule incorporated by
reference in this Official Statement from the Public Service Company of Oklahoma Annual
Report on Form 10-K for the year ended December 31, 2007 have been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their reports
incorporated by reference herein {which reports express an unqualified opinion and, as to the
report related to the financial statements, includes an explanatory paragraph concerning the
adoption of new accounting pronouncements in 2006 and 2007).

Al



KPSC Case No 2013-00410

Attorney General's First Set of Data Requests
Dated December 20, 2013

Item No. 14

Aftachrnent 4

Page 34 of 36

APPENDIX B
PROIQSED FORM OF OPINION OF BOND COUNSEL
LAW OFFICES
MECALL, PARKHURST & HORTON L.L.P.
200 CONGRESS AVENUE 17 NORTH HARWOOD 700N BT. MARY'S BTREET
BUITE 1900 suITE aop BUITE 1525
AUSTIN, TEXAS 787013248 DALLAS, TEXAS 7520 1-5387 SAN ANTONIO, TEXAS 76205-34903
TELEFHONE §12470 3008 TALEFHONE 214 TE4 9704 TELEFHONE 310 125-H 00
FACOIMILE B12472 081 FACOIMILE 214 FO4 0203 FACRIMILE 210 22B8-2944

February 6, 2009

TIIE OKLAIIOMA DEVELOPMENT FINANCE AUTHORITY
POLLUTION CONTROL REVENUE REFUNDING BONDS
(PUBLIC SERVICE COMPANY OF OKLAIIOMA PROJECT)
SERIES 2009

WE IHAVE EXAMINED into the validity of the bonds described above (the "Bonds"), issued by The
Oklahoma Development Finance Authority (the "Issuer") in the aggregate principal amount of $33,700,000.
The Bonds mature, bear interest and are subject to mandatory redemption priot to maturity in the mannerand
under the terms and conditions described in the Indenture of Trust dated as of February 1, 2009 (the
"Indenture") between the Issuer and The Bank of New York Mellon Trust Company, National Association,
as trustee (the "Trustee").

WE HAVE ACTED AS BOND COUNSEL for the Issuer for the purpose of rendeting an opinion with
respect to the authorization, issuance, delivery, legality, and validity of the Bonds under the laws and
Constitution of the State of Oklahoma, with respect to any exemption of the interest on the Bonds from
federal income taxes, and for the other limited purposesset forth herein and in a supplemental opinion of even
date herewith. We have not been requested to examine, and have not investignied or verified, any statements,
records, material, ot other matters relating to the financial condition or capabilities of the corporation
hereinafter described, and we express no opinion with respect thereto.

WE I1AVE EXAMINED the Constitution and laws of the State of Oklahoma under which the Issuer
was created and exists and pursuant to which it has authorized and issued the Bonds; certified copies of the
proceedings of the governing body of said Issuer; certificates of Public Service Company of Oklahoma, an
Oklahoma corporation (the "Company"); the Installment Payment Agreement dated as of February 1, 2009
(the "Agreement®), between the Issuer and the Company; the Indenture; resolutions of the Issuer, including
the resolution authorizing the issuance of the Bonds, adopted August 27, 2008 (the "Bond Resolution™);
certificates, resolutions, and representations of the Company and the Trustee, including certificates and
representations with respect to certain material facts which are solely within the knowledge of the party
rendering such certificates and representations; and the opinion of Thomas G. Berkemeyer, Esq., Assistant
General Counsel to Ameriean Electrie Power Service Corporation, an affiliate of the Company, upon which
certifications, representations, and opinions we rely to the extent we consider appropriate; and otlier
instrumnents authorizing and relating to the issuance of the Bonds, including one of the executed Bonds.

TIE BONDS are secured by the Indenture whereunder the Trustee, ot its successor as Trustee, is

custodian of the Bond Fund created therein, and is obligated to enforce the rights of the owners of the Bonds,
and to perform other duties, in the manner and under the conditions stated in the Indenture.
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BASED ON SAID EXAMINATION, it is our opinion that the Issuer is a public trust and agency of
the State of Oklahoma, validly operating and existing under Oklahoma law with full power and authority to
enter inlo and carry out the lerms of the Agreement and the Indenture.

IT 1S FURTIHER OUR QPINION that the Bond Resolution has been duly and lewfully adopted and
that the Bonds have been duly and validly authorized, issued, executed, authenticsted, and delivered in
accordance with law and the Indenture, and constitute legal and valid special obligations of the Issuer, with
the principal of, premium, if any, and interest on the Bonds being payable from, and secured by a first lien
on and pledge of all of the right, title, and interest of the [ssuer in and to the Agreement, together with all
moneys psyable thereunder, excluding certain tights relating to certain payments for expenses and
indemnification of the [ssuer, Pursuant to the A greement, the Company has agreed to make payments to the
Trustee for deposit into the Bond Fund established by the Indenture in amounts sufTicient to pay and redcem,
or provide for the payment and redemption of, the principal of, premium, if any, and interest on the Bonds,
when due as required by the Indenture,

THE RIGIITS OF THE ISSUER under the Agreement have been duly and legally assigned in the
Indenture to the Trustee and have been pledged to the payment of the principal of, premjum, if any, and
interest on the Bonds. It is our opinion that the Agreement has been duly and law fully authorized, executed,
and delivered by the Issuer, and is a legal and valid obligation of the Issuer. Thomas G. Berkemeyer,
Assistant General Counsel to American Electric Power Service Corporation, an affiliate of the Company, has
rendered his opinion of even date herewith to the efTect that the Agreement has been duly and lawfully
suthorized, executed, and delivered by the Company, and that it is a legal, valid, binding, and enforceable
obligation of the Company. We note that said counsel has stated that the enforceability of the Agreement is
subject to applicable bankrupltcy, insolvency, reorganization, moratorium, or other similar laws relating ta
or affecting creditors’ rights generally.

IT IS FURTHER OUR OPINION that the Indenture has been duly and law fully authorized, executed,
and delivered, that it is in full force and effect, that it is legal and valid, and that it creates the valid pledge
which it purports to create,

THE ISSUER has reserved the right to amend the Indenture as provided therein and subject to the
restrictions therein stated.

THE OPINIONS contained herein are limited to the extent that (2) enforceability of the Bonds, the
Bond Resolution, the Indenture and the Agreement may be limited by bankruptey, insolvency, reorganization,
moratorium and other laws affecting creditors® rights or remedies gencrally and (b) a particular court may
refuse to grant certain equitable remedies, ineluding, without limitation, specific performance, with respeet
to any of the provisions of the Bonds, the Indenture and the Agreement,

IN OUR OPINION, except as discussed below, the interest on the Bonds will be excludable from the
gross income of the owners of the Bonds for fedcral income tax purposes under the statutes, regulations,
published rulings and court decisions existing on the date of this opinion. The exceptions are as follows:

(1) intereston the Bonds will be includable in the gross income of the owner thereof during
any period that such Bonds are owned by either a "substantial user” of the facilities financed witls the
proceeds of the Bonds or a "related person” of such uscr, as provided in the Intemal Revenue Code of
1954, gs emended,

(2) interest on the Bonds will be subject to the branch profits tax imposed on foreign
corporations by Section 884 of the Internal Revenue Code of 1986, as smended (the "Code"), and
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{3) interest on the Bonds will be subject to the tax imposed by section 1375 of the Code on
the excess net passive income of certain S corporations that have Subchapter C earnings and profits.

IN OUR OPINION, the interest on the Bonds is not an alternative minimum tax preference item under
Section 57(a)(5) of the Cede.

IN EXPRESSING THISOPINION as to the exclusion from gross incorne of interest, we have (a) relied
upon information furnished by the Company, and particularly written representations of officers of the
Company with respect to certain material facts which are solely within their knowledge, relating to the
Facilities, as defincd in the Agreement, and the use of the proceeds of the Bonds and of the prior bonds which
have been refunded with the proceeds of the Bonds, and (b) assumed continuing compliance with covenants
of the Company, the Issuer and the Trustee with respect to certain matters, including arbitrage and the
application of Bond proceeds. Failure to comply with certain of these representations and covenants may
cause interest on the Bonds to become includable in gross income retroactively to the date of their issuance.

ITIS FURTHER OUR OPINION that, pursuant to Title 74, Oklahoma Stalutes, 2001, Section 5062.11,
as amended, the Bonds and the income therefrom are exempt from al! taxation in the Slate of Oklahoma,
except for inheritance, estate or transfer taxes.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or local tax
consequences of acquiring, carrying, owning or disposing of the Bonds. In particular, but not by way of
limitation, we express noopinion with respect to the federal, state or local tax consequences arising from the
enactment of any pending or future legislation.

Respectfully,
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NEW ISSUE - BDOK ENTRY ONLY

In the opinion of Foley & Judell, L.LP. ("Bond Counsel”}, under existing law and subject 1o the conditions
described under "TAX MATTERS," Interest on the Bonds is excluded from gross Income of the owners thereof for
Jederal Income tax purposes, except for interest on any Bond while held by a "substantial user” of the facilities
refinanced with the proceeds of the Bonds or a "related person,” each within the meaning of Section 147(a)} of the
Internal Revenue Code of 1986, os amended (the “Code™) or Section 103(b){13) of the Internal Revenue Code of
1954, as amended (the *1954 Code”), ond is not on item of tax preference for purposes of the federai aiternative
minimum tax hnposed on individuals and corporations. Bond Counsel Is further of the opinion that pursuant to the
hereinafter described Act, the Bonds and the income therefrom are exempt from all taxation by the State of
Louisiana or any politicol subdivision thereof. See “TAX MATTERS" herein.

$53,500,000
Parish of DeSoto, State of Loulsiana
Pollution Control Revenue Refunding Bonds
(Southwestern Electrle Power Company Project) Serles 2010
(Non-AMT)

Interest Accrual Date: March 12, 2010 Due: January 1,2019

The Bonds are speclal and ilmited obIigations of Parish of DeSoto, State of Loulslana (“Issucr™), and
ore to be pald solely from, and will be secured by a pledge of, payments to he made to the Issuer under the
terms of & Refunding Agreement between the Issuer and

Southwestern Electric Power Company

The Bonds will bear interest in the Multiannuai Mode at the rate of 3.25% per annum beginning on the date
of original Issuance until January 2, 2015, the date on which the Bonds are subject to mandatory tender for purchase.
Prior to January 2, 2015, the Bonds will not be subject to optional redemption but will be subject to extraordinary
optional redempuon and extraordinary mandatory redemption as described under THE BONDS — Redemption. The
Bonds will be jssued as fully registered bonds and will be registered initially in the name of Cede & Co, as
registered owner and nominee for The Depository Trust Company, New York, New York (“"DTC”), DTC acts as a
securities depository for the Bonds. The Bonds will be Issued In denominations of $5,000 and integral multiples
thereof. Except under the limited circumstances described herein, Beneficial Owners of book-cntry Interests in the
Bonds will not receive certificates representing their Interests. Payments of principal of and premium, if any, and
interest on the Bonds (payable January 1 and July 1, commeneing July 1, 2010) will be made through DTC and
disbursements of such payments to Beneficial Owners will be the responsibility of DTC and its Participants (see
TIHE BONDS — Book-Eniry Only System herein). Morgan Stanley & Co. Incorporated, Fifth Third Securities, Ine.
and The Huntington Investment Company will act ag the underwriters (the *Underwriters™) for the Bonds. The
Bank of New York Mellon Trust Company, N.A. will act as Trustee and Paying Agent for the Bonds.

PRICE: [00%

This cover page contains limited information for quick reference only and is not a summary of this Official
Statement. Investors should read the entire Official Statement to obtain information essential to the making of an
informed investment decision,

The Bonds are offered, subject to prior sale, when, as and if issued and received by the Underwriters,
subject to the approval of their validity by Bond Counsel, as described herein, and certain other conditions. Certain
legal matters, other than the validity of the Bonds and the exclusion from gross Income for Federal income tax
purposes of interest thercon, will be passed on for the Underwriters by their counsel, Dewey & LeBoeuf LLP, New
York, New York, and for Southwestern Electric Power Company by its internal counsel. Delivery of the Bonds in
book-entry-only form s expected on or about March 12, 2010, through the facilities of DTC in New York, New
York, against payment therefor.

Morpan Stanlcy
Fifth Third Securitics, Inc. The Iuntington Investment Company

Dated: March 9, 2010
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No person has been authorized to give any information or to make any representations other than those
contained in this Official Statement in connection with the offer made hereby and, if given or made, such
Information or representations must not be rehed upon as having been authorized by the Issuer, the Company or the
Underwriters. Neither the delivery of this Officiat Staternent nor any sale hercunder shall under any circumstances
create any implication that there has been no change in the affairs of the Issuer or the Company since the date
hereof. ‘This Official Statement does not constitute an offer or solicitation In any jurisdiction in which such offer or
soiicitation is not authorized, or in which the person making such offer or solicitation is not qualified to do soor to
any person te whom it is unlawful to moke such offer or solicitation. The Issucr neither has nor assumes any
responsibility as Io the accuracy or completeness of the information in this Official Statement, all of which has been
furnished by others, other than information under THE ISSUER.

The Underwriters have provided the foilowing sentence for inciusion in this Officizl Statement, The
Underwriters have reviewed the Information in this Official Statement in aecordance with, and as a part of, their
responsibilities to investors under the federal securities laws as applicd to the facts and circumstances of this
transaction, but the Underwriters do not guarantee the accuracy or completeness of such Information.

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS
THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE QF TIIE BONDS, INCLUDING BY
INTERING STABILIZING BIDS. FOR A DESCRIPTION OF THESE ACTIVITIES, SCE UNDERWRITING
HEREIN.
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$53,500,000
Parish of DeSoto, State of Louisizna
Pottution Control Revenue Refunding Bonds
(Southwestern Efeetric Power Company Project)
Serfes 2010
(Non-AMT)

INTRODUCTORY STATEMENT

This Official Statement, including the Appendices hereto, is provided to furnish certain information in
connection with the fssuance of $53,500,000 aggregate principal amount of Parish of DeSoto, State of Louisiana
Pollution Centrol Revenue Refunding Bonds (Southwestern Electric Power Company Project) Series 2010
(“Bonds™). The Parish of DeSolo, State of Louisiana (“Issuer”™) neither has nor assumes any responsibility as to the
accuraey or completeness of the information in this Official Statement, all of which has been furnished by others,
other than the information pertaining to the Issuer under THE ISSUER.

The Bonds witl be issued under and pursuant te a resolution of the Issuer adopted on August 11, 2008, as
ratified and amended on February 8, 2010, (“Resclution™) and an Indenture of Trust, dated as of March 1,20t0
("Indenture™), between the Issuer and The Bank of New York Mellen Trust Company, N.A., as trustes (in such
capacity, the “Trustee™). Capitalized terms used herein and not otherwise defined shall have the meanings given to
them in the Indenture.

Pursuant to a Refunding A greement dated as of March 1, 2010 (“Agreement™), between the Issuer and
Southwestern Eleetric Power Company (“"Company™), the proceeds from the issuanee and sale of the Bonds will be
used to provide funds for the refunding of the Issuer's $53,500,000 of Pollution Control Revenue Refunding Bonds
(Southwestern Electric Power Company Projeet) Series 2004 ("Refunded Bonds™), The Refunded Bonds refunded
the Isstier’s Pollution Control Revenue Refunding Bonds (Southwestern Electrie Power Company Projeet) Series
1992, which refunded the Issuer’s Pollution Control Revenue Bonds (Southwestem Electric Power Company
Project) Series 1983, which were issued to finance a portion of the eost of acquisition, construetion and installation
of certain air and water pollution control and solid waste disposal faeilities (“Faeilities™) at the Company's jointly
owned Dolet Hills lignite fired electric gencrating piant (“Plant™) located in the Parish of DeSoto, Louisiana.

The Company is obligated under the Agresment to make payrnents to the Trustee suffieicnt, together with
any other funds on deposit in the Bond Fund (hereinafter described) under the Indenture, to pay the principal of and
premium, if any, and interest on the Bonds (such payments being hereinafter referred to as the “Installment
Payments™). The Bonds will not otherwise be secured by a mortgage on, or security interest in, any of the Facilities
or sny other property of the Company.

The Bonds wiil mature and beeome due and payabie, together with any accrued and wnpaid interest, on
January 1,2019, The Bonds will bear interest in the Multiannual Mode at the rate of 3.25% per year, from March
12, 2010 until January 2,2015. Interest on the Bonds will be payable sami-annually in arrears on each January 1
and July {, commencing July 1, 2010. The Bonds are subjeet to mandatory tonder for purchase on January 2, 2015,
as deseribed under THE BONDS - Mandatory Tender.

The Bonds wili be issued in authorized denominations of $5,000 and integral multipies thereof and wiii be
held by ‘The Depository Trust Company (*DTC"), or its nominee, as sccurities depository with respect to the Bonds.
See THE BONDS - Book-Entry Only System.

‘The Bonds are special and limited obligations of the Issuer, and are to be paid solely from, and will be
seeured by a pledpe of, payments to be made to the Issuer under the terms of the Agreement. See THE BONDS -
Security,

Brief descriptions of the Issuer, the Facilities, the Bonds, the Agrecment and the Indenture are included in
this Of fieial Statement. Information regarding the business, properties and finanelal condition of the Company is
included or incorporated by reference in Appendix A attached hereto. The form of opinion that Bond Counsel
propases to deliver relating to the Bonds is set forth in Appendix B herete. The descriptions herein of the
Agreement and the Indenture are qualified in their entirety by reference to sueh documents, and the deseriptions
herein of the Bonds are qualified in their entirety by reference to the forms thereof and the information with respect

I
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thereto included in the aforesaid documents. All such descriptions are further qualified in their entirety by reference
1o laws and principles of equity relating to or affecting generally the enforcement of credilors® rights, Copies of
such documents may be obtained from the Company.

TIIE ISSUER

The Issuer is 2 politicai subdivision of the State of Louisiana, created and existing pursuant to Louisiana
law, and is authorized and empowered by law, including particulariy the provisions of Chapter 14-A of Title 39 of
the Louisiana Revised Statutes of 1950, as amended (the “Act™), to issue refunding bonds for the purpose of
refunding, readjusting, restructuring, refinancing, extending or unifying the whole or any part of outstanding
secunties of the Issuer in an amount sufficient to provide funds necessary to effectuate the purpose for which the
refunding bonds are being issued. The governing authorily of the Issuer is a Police Jury consisting of eleven
members.

TIIE BONDS WILL BE SPECIAL AND LIMITED OBLIGATIONS OF TIIE ISSUER, PAYABLE
SOLELY FROM PAYMENTS TO BE RECEIVED UNDER TIIE AGREEMENT AND PLEDGED AS
SECURITY FOR TIIE BONDS. TIIE BONDS WILL NOT CONSTITUTE AN INDEBTEDNESS OR A
GENERAL OBLIGATION OR PLEDGE OF TIIE FAITH AND CREDIT OF TIIE STATE OF
LOUISIANA OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING TIIE ISSUER, AND WILL
NOT GIVE RISE TO A PECUNIARY LIABILITY OF TIIE ISSUER OR A CHARGE AGAINST ITS
GENERAL CREDIT OR TAXING POWERS,

TIIE FACILITIES

The Facilities consist of the Company's undivided percentage interest in air and water pollution control and
solid waste disposal factiities acquired, constructed and improved as a part of the lotal environmental contro!
program at the Plant. The Plant was placed in commercial operation in 985 and is joinly owned by the Company
(40.23%), Central Louisiana Electric Company, Inc. (50.00%), Northeast Texas Electrie Cooperative, Inc. (5.86%)
and Oklahoma Municipai Power Authority (3.91%).

The Facilitics consis] primarily of an electrosiatic precipitator, ash handling system, sulfur dioxide removal
system, studge handling and treating system, dust control system and waste water (reatment facilities and ponds for
the Plant.

USE OF PROCEEDS

The Bonds are being issued by the Issuer for the purpose of providing funds for the redemption of the
Refunded Bonds. The Company will provide any additionai funds required to redecem all of the Refunded Bonds
from either internaliy generated funds or short-term borrowings.

THE BONDS
General

The Bonds are being issued in fully registered form only in the aggregate amount set forth on the cover
page hereof. The Bonds initially will be dated as of March 12, 2010 and wall bear interest from March 12, 2010.
The Bonds wili mature and become due and payable, together with any accrued and unpaid Interest, on Janvary 1,
2019. For the period March 12, 2010 untii January 2, 2015, the Bonds will bear interest in the Multiannual Mode at
the rate of 3.25% per annum. Interest on the Bonds will be payable semi-annually in atrears on each January 1 and
July 1. ‘The initiai interest payment date for the Bonds i3 July I, 2010. The Bonds are subject to mandatory tender
for purchnse on January 2, 2015. Sce Mandatory Tender below.

The Bonds may subsequentiy be converted 10 the Flexible Mode, the Daily Mode, the Weekly Mode, the
Monthly Mode, the Quarterly Mode, the Semiannuai Mode, the Dutch Auction Mode or the Fixed Rate Mode and
may be converted within the Multiannual Mode to a new interest rate period in accordance with the Indenture,
T111S OFFICIAL STATEMENT DESCRIBES TIIFE. TERMS AND CONDITIONS OF TI1IE BONDS ONLY
WINLE IN A MULTIANNUAL MODE.
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Beneficiat interests in the Bonds will initially be issued pursuant to a Book-Entry Only System (“Book-
Entry Only System™) maintained by The Depository Trust Company, New York, New York (“"DTC"), as described
below under the caption Book-Entry Only System. Under the Indenture, the Issuer may appoint a successor
securities depository to DTC. (DTC, together with any such successor securities depository, is hereinafter referred
to as the “Securities Depository”). The foilowing information is subject in its entirety to the provisions described
below under the caption Book-Entry Only System while the Bonds are in the Book-Entry Only System.

Form and Denomination of Bonds; Payments on the Bonds

General

The Bonds wili be issued only as fuily registered bonds, without coupons, in denominations of $5,000 or
any integrai multiple thereof (an “Autharized Denomination”). The Bonds will be registered in the name of Cede &
Co., as registered owner and nominec of DTC. DTC acts as securities depository for the Bonds and individual
purchases of Bonds may be made in book-entry form only. Se long as the Bonds are in book-entry only form,
purchasers of Bonds will not receive certificates representing their interest in the Bonds purchased. So long as Cede
& Co. is the registered owner of the Bonds, as nominee of DTC, references herein to the Bondholders or registered
owners or holder shall mean Cede & Co., and shall not mean the Beneficial Owners (as defined below) of the
Bands,

So long as Cede & Co. is the registered owner of the Bonds, principal of, premium, if any, and interest on
the Bonds are payable to Cede & Co., as nominee for DTC, which will, in turn, remit such amounts to the DTC
Participants (as defined beiow) for subsequent disbursement to the Beneficial Owners. See - Book-Entry Only
Systen: below.,

The Bank of New York Meilon Trust Company, N.A. has been appointed as Trusiee and Paying Agent
under the indenture. The Principat Office of the Trustec and Paying Agent is located, initially, in New York, New
York. The Company and its affiliates maintain banking relationships with The Bank of New York Mellon and its
affiliates, The Bank of New York Mellon and its affilintes serve as trustee under various indentures with, or for the
benefit of, the Company and its affiliates.

Neither the Issuer nor the Trustce shall be required to make any transfer or exchange of any Bond during
the ten Business Days immediately preceding the mailing of a notice of the Bonds selected for redemption or, with
respect to a Bond, after such Bond or any portion thereof has been selected for redemption. Registration of transfers
and exchanges shall be made without charge to the Bondholders, except that any required taxes or other
governmental charges shall be paid by the Bendholder requesting registration of transfer or exchange.

Interest

The Bonds will bear interest in the Multiannual Mode at the rate of 3.25% per year from March 12, 2010
until Fanuary 2, 20t5. Intereston the Bonds wil] be payable semi-annuaily in arrears on each January § and July §
and at maturity. The initial {nterest payment date is July 1, 2010. Ench payment of interest shalt include interest
accrucd through the day before such interest payment date, intereston the Bonds will be computed on the basis of a
360-day year consisting of twelve 30-day months,

All payments of interest on the Bonds will be paid to the registered owner thereof whose name appears in
the bond register kept by the bond registrar as of the close of business on the Regular Record Date (as defined
below) by check maited on the interest payment date, provided that any registered owner of $§,000,000 or more in
agpregate principal amount of the Bonds may, upon written request given to the Paying Agent at least five Business
Days (as defined below) prior to &n interest payment dnte designating an account In a domestic bank, be paid by
wire transfer of immediately available funds. If any interest payment date, redemption date or the maturity is not a
Business Day, the Trustes will pay all amounts due on the next suceeeding Business Day and no additional interest
will be paid.

“Duginess Day” means any day other than a Saturday or Sunday or other than a day on which commercial

banks located in all of the cities in which the Principat Offices of the Trustce, the Remarketing Agent and the Paying
Agent are locaed are authorized by law or regulation to close or on which the New York Stock Exchange is closed.

3
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“Regular Record Date” means the fifteenth day of the calendar month preceding the relevant interest
paymeni date.

Security

TIIE BONDS WILL BE SPECIAL AND LIMITED OBLIGATIONS OF THE ISSUER, PAYABLE
SOLELY FROM PAYMENTS TO BE RECEIVED UNDER THE AGREEMENT AND PLEDGED AS
SECURITY FOR TIIE BONDS. TIIE BONDS WILL NOT CONSTITUTE AN INDEBTEDNESS OR A
GENERAL OBLIGATION OR PLEDGE OF TIIE FAITII AND CREDIT OF THE STATE OF
LOUISIANA OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING TIIE ISSUER, AND WILL
NOT GIVE RISE TO A PECUNIARY LIABILITY OF TIE ISSUER OR A CIHARGE AGAINSTITS
GENERAL CREDIT OR TAXING POWERS.

Mandatory Tender

Pnincipal and accrued interest will be payable upon mandatory tender of the Bonds on January 2, 2015,
Redemption

The Bonds are subject to redemption, as described below:

Optional Redemption. Except as deseribed under the caption Extraordinary Opiional Redemption, the
Bonds are not redeemable at the option of the Issuer or the Company prior to January 2, 2015.

ion. The Bonds are subjeet to redemption in whole on the next Interest
Payment Date for which notice of redemption can be given, a1 a redemption priee equal to the aggregate principal
amount of the outstanding Bonds plus accrued interest thereon to the redemption date, without premium, upon
receipt by the Trustes and the Paying Agent of a written notice from the Company stating that any of the fallowing
events has occurred within the preceding 270 days and that it intends o exercise its option 10 ¢ffect the redemption
of the Bonds in whole:

(a) in the reasonable judgment of the Company, unreasonable burdens or excessive habiiities shall
have been imposed upon the Issuer or the Company with respect 1o the Facilities or the Plant, including, without
limitation, (i) the imposition of any income or other taxes not imposed on March 1, 2010 or (ii) the imposition of
any ad valorem property or other 1axes (other than ad valorem property or other taxes imposed on March [, 2010
upon similarly assessed property within the same taxing jurisdiction);

) the Facilities or the Plant shall have been damaged or destroyed to such extent that, in the opinion
of the Company, (i) within a period of six consecutive months following such damage or destruction, it isnot
praciicable or desirable to rebuild, repair or restore the same, (ii) the Company will be thereby prevented from
carrying on its normal operations of the Facilities or the Plant for a period of six or more consecutive months or (iii)
the cost of restoration would exceed by $1,500,000 or more the net proceeds of insurance thereon;

{©) title 10, or temporary use of, all or substantially all of the Facilitics or the Plant shall have been
taken under the exercise of the power of eminent domain;

(d) changes in the economic availability of materials, labor, services, supplies (including fuel),
equipment or other property, facilities or things necessary for the operation of the Facilities or the Plant shall have
occurred, or technofogical, regulatory or other changes shall have occurred, which, in the opinion of the Company,
render the continued operation of the Facilities or the Plant uneconomic;

© any court or administrative body shalf enter a judgment, order or decree requiring the Company to
ceasc, or dispose of, all or any subsiantial part of its operations of the Facilities or the Plant to sueh extent that, in the
opinion of the Company, it is or will be thereby prevented from carrying on its normal operations of the Facilities or
the Plant for a period of six or more consecutive months;

4] as a result of any change in the Constitution of the State of Louisiana or the Constitution of the
United States of America or of any legislative or administrative aciion (whether siate or federal), or of any final

4
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decree, judgment or order of any court or administrative body (whether state or federal), the obligations of the
Company under the Agreement shall have become unenforceable or impossible of performance in any material
respect in accordance with the intent and purpose of the parties as expressed in the A greement (as specified in the
Indenture); or

(2) following a change in the use of or abandenment of the Facilities or any portion thereof or the
Plant, the Company has been unable after reasonable effort to obtain an opinion of Bond Counset to the effect that
interest on the Bonds remains exemplt from federai income tax {other than for Bonds in the hands of a “substantial
user” of the Faciltties or a “related person as those terms are used and defined in the applicable federat fncome tax
law); provided, howevee, that if the Company obtains an opinion of Bond Counsel to the effect that, upon
redemption of enly a portion of the Bonds, interest payable on the remainder of the Bonds wouid remain exempt
from federal income tax (other than for Bonds in the hands of a “substantial user™ of the Facilities or a “related
person’™ as those terms are used and defined in the applicable federal income tax law), the Company may redeem the
Bonds in such part as necessary to obtain the opinion of Bond Counsel.

Extraordinary Mandatory Redemption. ‘The Bonds are subject to mandatory redemption in whole, or in
part at any tirne if such partial redemption will preserve the exemption from federal income taxation of interest on
the remaining outstanding Bonds, at a redemption price equal (o the principal amount thereof together with unpaid
interest accrued to the date fixed for redemption, and without premium, if (a) a final decree or judgment of any
federal court, in which the Company participates to the extent it deems sufficient, or (b) a fina! action by the Internal
Revenue Service ("IRS™), in proceedings in which the Company participates to the extent it deems sufficient,
determines that the interest paid or payable on the Bonds to other than, as provided in the Code, a “substantial user™
of the Facilities or a *refated person” is or wag inciudable in the gross income of the owner thereof for federal
income tax purposes under the Code, as a result of the failure by the Company to observe or perform any covenant,
condition or agreement On its part to be observed or performed under the Agreement or the inaccuraey of any
representation by the Company under the Agreement or receipt by the Company of an opinion of Bond Counsel to
such effect obtained by the Compony and rendered at the request of the Company; provided, however, that no decree
or judgment by any court or action by the IRS shall be considered final uniess the registered owner involved in such
proceeding or action (i) gives the Company and the Paying Agent prompt written notice of the commencement
thereof and (ii) if the Company agrees to pay ali expenses in connection therewith and to indemnify such registered
owner against all tiabidities in connection therewith, offers the Company the opportunity to control the defense
thereof. Any such redemption shall be made on a date determined by the Paying Agent not more than 180 days after
the date of such fina! deeree, judgment or action. The Paying Agent shall give the Issuer, the Trustee and the
Company not iess than 45 days written nolice of such date.

fon. Atleast 30 days prior to any date fixed for redemption of the Bonds, the Paying
Agent shall give notice of any redemption by sending such notice by (i) firstclass mail to the Owner of each such
Bond to be redeemed in whotle or in part; (i) by certified mail, return receipt requested, to DTC (so long as it owns
all the Bonds), and upon request, to any person or entities which provide evidence acceptabie to the Paying Agent
that such person has a legal or beneficial interest In at least 31,000,000 in principal amount of the Bonds; and (ui) by
certificd mail, return receipt requested, or by overnight delivery, received by the registered depositories at least two
(2) days prioc to the general publication date for such redemption notices and to be received by at least two (2) of the
national information services that disseminate bond redemption notices on or before the general mariing date for
such notices; provided, however, that the failure to send, mm1 or receive such notice described above, or any defect
therein or in the sending or mailing thereo!, with respect 1o any Bond shalt not affect the vaiidity or effectiveness of
the proceedings for the redemption of any other Bond, In addition, within sixty (60) days afler the redemption date
an additional redemption notice shall be sent by first class mail to any Owner of the Bonds who has not surrendered
Bonds for redemption during the thirty (30) day peried foilowing the redemption date and to any person or entities
having legal or beneficlal ownership interest in at Teast $1,000,000 in principal amount of the Bonds which have not
been surrendered.

All notices of redemption shall state (i) the redomption date; (i) the redemption price; (iii) the
identification, inctuding complete designation (inciuding serics) and issue date of the Bonds and the CUSIP number,
certificate number (and in the case of partial redemption, the respective principal amounts), interest rates and
maturity dates of the Bonds to be redeemed,; (iv}) that on the redemption date the redemption price will become due
and payable upon each such Bond, and that interest thereon shali cease to accrue from and after said date: and (v)
the name and address of the Trustee and the Paying Agent for the Bonds, inciuding the place where the Bonds are to
be surrendered for payment of the redemption price there for, IF at the time of mailing of notice of any optional
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redemption In connection with a refunding of all or a portion of the Bonds the Company shall not have deposited
with the Trustee moneys sufficient to redeem all of the Bonds called for redemption, such notice may state that it is
conditional In that it Is subject to the deposit of the proceeds of refunding bonds with the Trustee not Inter than the
redemption date, and such notice shall be of no effect unless such moneys are so deposited.

Partinl Redemption. If fewer than all of the Bends are called for redemption, the Company may designate
the principal amount of Bonds to be redeemed, and the Bonds to be redeemed shall be selected In a fair and
equitable manner by the Paying Agent from among al] the Bonds then outstanding. Each minimum increment of
Authorized Denominations represented by any Bond shall be considered a separate Bond for purposes of selecting
the Bonds to be redeemed. New Bonds representing any unredeemed balance of the principal amount of the Bonds
being redeemed shall be Issued to the Owner thereof without charge therefor.

Book-Entry Only System

DTC, the world's largest depository, is a limited-purpose trust compsny organized under the New York
Banking Law, a “banking organization™ within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934, as smended ("1934 Act™). DTC holds and provides asset servicing for over 3.5 million tssues of U S. and non
U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 100 countries that
DTC's participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among
Direct Participants of sales and other sccurities transactions in deposited securities, through electronic computerized
book-entry transfers and pledges between Direct Participants' accounts. This eliminates the need for physieal
movement of securities certificates. Direet Participants include both U.S. and non U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly owned
subsidiary of The Depository Trust & Clearing Corporation ("DTCC™). DTCC is the holding company for DTC,
National Securities Clearing Corporation aad Fixed Income Clearing Corporation, all of which are registered
clearing agencics. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companics and
clearing corporations that clear through or maintain a custedial relationship with a Direct Participant, cither direetly
or indirectly (“Indirect Participants”, and together with Direct Participants, “Participants™). The DTC Rules
applicable 1o DTC and its Participants are on file with the SEC. More information can be found at www.dice. org,

Purchasas of Bonds under the D'T'C system must be made by or through Direct Participants, which will
receive a eredit for the Bonds on DTC's records, The ownership interest of each actual purchaser of each Bond
{("Beneficial Owner”} is in turn to be recorded on the Direct and Indirect Participants® records. Bencficinl Owners
will not receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive
written confirmations providing details of the transaction, as well as periodic stalements of their holdings, from the
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership Interests in the Bonds are to be accomplished by entries made on the books of Participants acting on
behaif of Beneficinl Owners. Beneficial Owners will not receive certificales representing their ownership interests
In the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued,

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the
name of DTC's partnership nominee, Cede & Co. or such other nome as may be requested by an suthorized
Representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. effcct no
change in beneficiat ownership. DTC has ne knowledge of the actual Beneficial Owners of the Bonds; DTC's
records refleet only the identity of the Direct Participants to whose accounts the Donds are credited, which may or
may not be the Beneficial Owners, Tha Direct and Indireet Participants will remain responsible for keeping account
of their holdings on behalf of their customers. So long as Cede & Co., as nominee for DTC, is the sole bondhalder,
the Trustce shnll treat Cede & Co, as the only bondholder for ali purposes under the Indenture, including receipt of
all principal of, premium, if sny, and intercst on the Bonds, receipt of notices, voting and requesting or directing the
Trustee to take or not to take, or consenting to, certain actions under the Indenture.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to

Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners wili be governed by
arrangements among them, subject to any statutory or regulatory requirements s may be in effect from time to time,
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Redempticn rotices shall be sent to Cede & Co. If less than afl of the Bonds are being redeemed, DTC's
current practice is to determine by iot the amount of the interest of each Direct Participant in such issue to be
redeemed.

Neither DTC nor Cede & Co. wiil consent or vote with respect to the Bonds, untess authorized by a Direct
Participant in accordance with DTC's procedures. Under its usuat procedures, DTC maits an Omnibus Proxy fo the
Issuer as soon as possible after the applicabte record dnte. The Omnibus Proxy assigns Cede & Co.'s consenting or
voting rights to those Direct Participants to whose aecounts the Bonds are credited on such record date (identified in
a listing attached to the Omnibus Proxy).

Redemption proceeds and principal and interest payments on the Bonds wili be made to Cede & Co. or
such other nominee as may be requested by an authorized representative of DTC, DTC's practice is to credit Direct
Participants® accounts upen DTC's receipt of funds and corresponding detailed information from the Issuer or the
Trustee, on the payable date in accordance with their respective holdings shown on DTC's records. Payments by
Participants to Beneficla] Owners witl be governed by standing instructions and customnry practices, as is the case
with securities hetd for the accounts of customers in bearer form or registered in "street name”, and will be the
responsibility of such Participants and not of DTC, the Trustee or the Issuer, subject to any statutory or regulatory
requirements as may be in effect from time 10 time. Payment of redemption proceeds and principal, premium, if
any, and interest payments to Cede & Co. or such other nominec as may be requested by an authorized
representative of DTC is the responsibility of the Issuer or the Trustee, disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibitity of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time
by giving reasonnble notice to the Issuer or the Trustee. Under such circumstances, in the event that a successor
securities depository is not obtained, certificated bonds wiil be required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry only transfers through DTC (ar a
successor securities depository). Upon receipt of a withdrawal request from an issuer, DTC wilt take the following
actions: (1) DTC will Issue an important notice notifying its Participants of the receipt of a withdrawal request from
the Issuer reminding Participants that they may utilize DTC's withdrawal procedures if they wish to withdraw their
securities from DTC, and (2) DTC will process withdrawal requests submitted by Participants in the ordinary course
of business, but will not effectuate withdrawals based upon a request from an issuer. In that event, security
centificates wilt be printed and detivered to DTC.

In the event that the book-entry system is discontinued, the principal or redemption price of and interest on
the Ronds will be payable In the manner described above, and the Bonds may be transferred or exchanged for one or
more Bonds in different Authorized Denominations upon surrender thercof at the principat corporate trust office of
the Paying Agent by the registered owners or their duly authorized attorneys or legal representatives. Upon
surrender of any Bonds to be transferred or exchanged, the Paying Agent shall record the transfer or exchange in the
registration books and shall authenticate and dcliver the Bonds appropriately registered and in appropriate
Authorized Denominations.

Under the Indenture, paymenis made by the Trustee to DTC or its nominee will sotisly the Issuer’s
obligations under the Indcnture and the Company's obligations under the Agreement to the extent of the payments
so made, Beneficial Owners will not be, and will not be considered by the Issuer or the Trustee to be, and will not
have any rights as, owners of Bonds under the Indenture.

The Information in this section concerning DTC and DTC'a book-entry system has been obtained from
sources that the Underwritets, the Company and the Trustee believe to be reliable, but the Underwriters, the
Company and the Trustee take no responsibility for the accuracy thereof.
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None of the Essuer, the Underwriters, the Company, the Trustee or any agent for payment on or
registration of transfer or exchange of any Bond wili have any responsibility or obligation to Direct
Partleipants, Indivect Particlpants ar the persons far whom they act as nominees with respect to the accuracy
ol the records of DTC, Its nomince or any Direct Participant with respect to any ownership Interest in the
Bonds, or payments to, or the providing of natice for, Direct Participants, Indirect Perticipants, or beneficiai
owners or other action taken by DTC, or its nomince, Cede & Co., a3 the sole ownersof the Bands,

THE AGREEMENT

In addition 1o the description of certain provisians of the Agreement contained elsewhere herein, the
[ollowlng Is a brlef summary of certain provisions of the Agreement and does not purport to be comprehensive or
definitive. All references herein 10 the Agreement are qualified in their entirery by reference to the Agreement for the
detailed provisians thereof,

Use of Bond Praceeds

The Issuer will issue the Bonds to provide funds to currently refund the Refunded Bonds. Upon the sale of
the Bonds, the proceeds of the Bonds wili be transferred fo the trustee for the Refunded Bonds to be used to retire or
redeem the Refunded Bonds.

Instajiment Payments

The Company wilt make Instailment Payments under the Agreement to fund payments on the Bonds in
such amounts which, together with other moneys available therefor in the Bond Fund or the Bond Purchase Fund
created under the Indenture, will be sufficient to pay when due the principal of, premium, if any, and interest on and
Purchase Price for the outstanding Bonds as they shalj mature, be redeemed, be purchased or deemed purchased or
otherwise become due as provided in the Indenwre. The Company shali make such payments directly to the Trustee
or the Paying Agent, as appropriate, for the account of the Issuer.,

Installment Payment obligations of the Company under the Agreement wiil be absolute and unconditional,
and the Company wilt make such payments free of any deductions and without abatement, diminution or setoff. In
the event that the Company fails to make any such payments, the item or installment so in default will continuc as an
obiigation of the Company unti! the amount in default has been fuily paid.

Other Payments Undesr The Agreement

In addition to the Installment Payments, the Company agrees to pay taxes, assessments and other charges of
any kind whatsoever that may at any time be lawfully levied or imposed with respect to the Facilities or the
Installment Payments under the Agreement and all costs and expenses of the operations and maintenance of the
Facifities. The Company also agrees to pay certain costs and expenses of the Issuer and the Trustee in connection
with the Bonds and to indemnify such parties against certain liabilities arising in connection with the sale of the
Bonds and the execution and delivery of the related bond documents,

Corporate ExIstence

The Company shall maintain its legal existence, will not dissolve or otherwise dispose of all or
substantially ali of its assets and will not consolidate with or merge into another entity or permit one or more other
entities to consolidate with or merge into it; provided that the Company may, without violating the Agreement, (a)
consolidate with or merge into another domestic entity (i € , an entity organized and existing under the laws of one
of the states of the United States of Ameriea, the District of Columbia or under the jaws of the United States of
America) or permit one or more other such entities 10 consolidate with or merge into 1t; or (b) sell oz otherwise
transfer, to another such domestie entity, all or substantialiy all of its assets, and, if it so clects, thereafler dissoive;
provided, in ench of (a) and (b), that such surviving, resulting or transferes entity shall have jrrevocably and
unconditionally assumed the due and prompt performance of all of the obligations of the Company under the
Agreement in the manner described under Assumpiion below.
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Assignment

The Company may assign its interest in, or any rights and obligations under, the Agreement (a) to another
entity provided that the Company, under the terms of any such assignment, shall remain and be primanly
responsible gnd liable for af] of its obiigations under the Agreement, including particuiarly the making of all
payments required thereunder, when due if the entity to which en interest in the Agreement is assipaed fails to
perform such obligations; or (b) to one or more other entities In connection with a transaction permitted under the
terms of the Agreement as described in Corporate Existence above.

Assumption

Any irrevocable, unconditional assumption of the duc and prompt performance of all of the obligations of
the Company under the Agreement by an entity or entities (collectively, the “Assignee™) permiticd under the
Agreement (*Assumption™) shail be evidenced by an instrument delivered 1o the Issuer, the Paying Agent and the
Trustee. If 2 transaction occurs pursuant to aad #s permitted by the Agreement in which the Company, cither alone
or collectively with other entities, is not the Assignee, the Company shaii be relieved of iinbility under the
Agreement. If en Assumption occurs, the Assignee shall be and act as the Company for all purposes of the
Agrecment, )

Defaulty and Remedles

The Agreement provides that the occurrence and continuation of any one of the foltowing shali constitute
an “Event of Default” thereunder:

() faiture by the Company to pay Installment Payments with respeet to principai of or premium on
any Bond at the times specified therein;

(b) failure by the Company to pay Installment Payments with respect to interest on any Bond at the
times specified therein;

{c) failure by the Company to pay Installment Payments with respect to the Purchase Price of any
Bond at the times specified therein and the continuation of such failure for a period of one Business Day or more;

@ failure by the Company to observe and perform any covenant, conditlon or agreement on its part
required to be observed or performed in the Agreement, other than as referred to in (a), (b) or (c) above, for a period
of 90 days after receipt by the Company of written notice specifying such faiiure and requesting that it be remedied,
given to the Company by the Issuer or the Trustee, unless the Issuer and the Trustee (wilh the requisite bondholder
consent) shall #gree in writing to an extension of such time prior to ils expiration; provided, however, that if the
failure stated in the notice can, in the reasonable judgment of the Company, be corrected but cannot be corrected
within the applicable period, the Issuer and the Trustee will not unreasoaably withhoid thelr consent 1o an extension
of such time if corrective action is Instituted within the applicable period and diligentiy pursued until the default is
corrected;

(e) certain events of dissolution, iiquidation, insolvency, bankrupicy or reorganization involving the
Company; or

() an “Event of Default” (as defined in the Indenture) has occurred and is continuing under the
Indenture.

The provisions of paragraph (d) above are subject to the following limitations: if by reason of acts of God,
strikes, iockouts or other industrial disturbanees; acts of public enemies; orders or regulations of any kind of the
government of the United States of America or of the State of Louisiana or any of Uisir departments, agencies,
political subdivisions, or officials, or any civil or mijitary authority; insurrections; riots, epidemics; iandslides;
lightning: earthquakes; tida) waves; fires; hurricanes; tomadoes; blue northers; other storms; floods; washouts;
droughts; arrests; restraints of govemment and peopie; civil disturbances; explosions; breakage or accident to
machinery, transmission pipes, transmission factiities or canals; partial or entire faiture of utlities; shortages of
labor, material, supplies or transportation; or any other cause or event not reasonably within the coatrol of the
Company (collectively, “events of force majeure™), the Company is unable in whoie or in part to carry out the

9



KPSC Case No. 2013-00410

Attorney General's First Set of Data Requests
Dated December 20, 2013

Item No, 14

Altachment 5

Page 12 of 25

agreements on the Company's part contained in the Agreement, the Company shatl not be deemed in defauit during
the continuance of such inabitity, The Company, however, will use its best efforts to remedy with all reasonable
dispatch the cause or causes preventing the Company from camrylag out such agreements; provided, that the
settlement of strikes, lockouts and other Industrial disturbances shall be entirely within the discretion of the
Company, and the Company shall not be required to make settiement of strikes, Jockouts, and other industria!
disturbances by acceding to the demands of the opposing party or parties when such course is, in the judgment of the
Company, unfavorable to the Company. The occurrence of any event of force majeure shall not suspend or
otherwise abate, and the Company shall not be relieved from, any obligation undcr the Agreement to the extent that
the faiture of the Company to observe or perform any such obligation would result in the failure to pay when due the
principal of, premium, if any, and interest on or the Purchase Price for the Bonds or would result in the interest on
the Bonds becoming Includable In the gross income of the owners thereof for federal income tax purposes,

The above provisions, however, are subject to the conditions that, after any such Event of Default under the
Agreement, subject to and as provided in the Indenture, the Trustee, with the requisite bondholder consent, will
waive such Event of Default and rescind and annul any remedial step theretofore taken by it or by the Issuer with
respect to such default and fts consequences; but no such waiver, rescission or annulment shall extend to or affect
any subsequent default or impair any right or remedy consequent thereon,

Whenever any Event of Default under the Agreement shall have occurred and is continuing, the Issuer,
with the written consent of the Trustee, or the Trustee may take any one or more of the following remedial steps but
only if acceieration of the principal amount of the Bonds has been dectared pursuant to the Indenture:

(a) by notice in writing to the Company, declare the unpaid Installment Payments to be due and
payable Immediately, if concurrently with or priar to such notice the unpaid principal amount of the Bonds has been
declared to be due and payable under the Indenture, and upon any such declaration the Installment Payments
payable under the Agrecment shall become and shall be immed:ately due and payable in the amount equal to the
principal of and all accrued interest on the Bonds (without premium); provided, however, that an Event of Default
shal] be deemed walved and a declaration accelerating payment of unpaid Installment Payments payable under the
Agreement shall be deemed rescinded without further action on the part of the Trustee or the Issuerupon any
rescission by the Trustee of the comresponding declaration of acceleration of the Bonds under the Indenture;

) whatever action at law or in equity may appear necessary or desirable to coliect the payment and
other amounts then due or to enforce performance and observance of any obligation, agreement or covenant of the
Company under the Agreement,

The Company has covenanied that, in case an Event of Default shall occur with respect to the payment of
any Installment Payment then payable, upon demand of the Trustee, the Company will pay to the Trustee, and the
Paying Agent, as appropriate, the whole amount that then shall have become due and payabie, with interest (to the
extent permitted by law) on such amount, at the rate of inierest borne by the Bonds at the time of such faiiure, from
the due date thereof until paid,

In case the Company shall fail to pay such amounts upon such demand, the Trustee shall be entitled and
empowered to institute any action or proceeding at law or in equity for the collection of the sums so due and unpaid,
and may proseculc any such action or proceeding to judgment or final decree, and may enforce any such judgment
or final decree against the Company and collect, in the manner provided by law out of the property of the Company,
the moneys adjudged or decreed to be payable.

Certaln Covenants Regarding Arbltrage and Tax Exemptlon

The Issuer and the Company have egreed not to knowingly toke any action or omit to take any saiion,
which would resuit in a loss of the exemption from federal Income taxation of inlerest on the Bonds by virtue of the
Bonds being considered "arbitrage bonds™ within the meaning of Sectlon 148 of the Code,

The Issuer and the Company have agreed to refrain from taking sny action which would adversely affect,
and to take such action to assure, the treatment of the Bonds ag obligations described in Seetion 103(a) of the Code,
the Interest on which is not inciudable in the “gross income” of the holder (other than the income of a “substantial
user” of the Facilitics or a "related person™ within the meaning of Section 147(a) of the Code or Section 103(b){13)
of the 1954 Code, as applicable) for purposes of fedcral income taxation.
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Amendment of Agreement

The Issuer and the Company may, in accordance with the Indenture, without the consent of, or notice to,
the Bondholders, enter Into an amendment to the Agreement, for any one or more of the following purposcs:

@) 10 cure any ambiguity, formal defect or omission in the Agreement ot to make such other changes
which shall not have a material adverse effect upon the interests of the Bondholders;

(i) t0 grant to or confer upon the Trustee, for the benefit of the Bondholders, any additional rights,
remedies, powers or authorities, or any additional securily, that may lawfully be granted to or conferred upon the
Owners or the Trustee;

(it} 10 subject to the Indenture additional revenues, properties or collateral;

(iv) to add to the covenants and agreements of the Issuer contained in the Agreement other covenants
and agreements thereafter to be observed for the protection of the Bondhelders or to surrender or limit any right,
power or authority therein reserved to or conferred upon the [ssuer;

v) effective upon eny Conversion Date, to make any amendment affecting only the Bonds being
converted;

(vi) to add provisions relating to the partial conversion of Bonds to a new Mode;

{vit) to conform to the requirements of any Rating Agency (as defined in the Indenture);
{vii)  to add or modify provisions permitting mandatory tender of Bonds in tieu of redemption;
{ix} 10 add provisions permitting the addition of a eredit facility or liquidity facility;

(x} to make any change related to the Bonds that does not materially adversely affect the rights of any
Bondholder; and

(xi) to implement any permitted succession te or assignment by the Company in accordance with the
provislons of the Indenture snd the Agreement,

Subject to certain terms and provisions of the Indenture, and exclusive of the purposes described in
subparagraphs (i) through (xi) above, the Owners of a majority in aggregate principal amount of the Bonds then
outstanding will have the right, from time to time, to approve the executton by the Issuer and the Company of such
amendments deemed necessary and desirable by the Issuer and the Company for the purposes of modifying, altering,
amending, adding to or rescinding, in any particular, any of the terms or provisions contained in the Agreement or in
any amendment thereto.

THE INDENTURE

In additlon to the description of certain provislons of the Indenture contained elsewhere herein, the
following Is a brief summary of certaln provisions of the Indenture and does not purport to be comprehensive or
definltive. All references herein to the Indentiire are qualified In thelr entivety by reference to the Indenture for the
detailed provislons thereof.

Band Fund

The Indenture creates and establishes with the Trustee a separate trust fund designated “Parish of DeSoto,
State of Louisiana, Pollution Control Revenue Refunding Bonds (Southwestern Electric Power Company Project)
Series 2010 Bond Fund” (the "Bond Fund™), which will be used solely for the payment of the principal of, premium,
if any, and Interest on the Bonds. All Installment Payments made by the Company in connection with principal of,
premium, if any, and interest on the Bonds will be made to the Trustee for deposit in the Bond Fund, There shall be
deposited into the Bond Fund, when received. (i} all payments specified in the Agreement (except for certain
payments of fees, expenses, and indemnifieation arising out of the Issuce's Unassigned Rights (as defined in the

1
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Indenture)Y; (i1) alt moneys required to be so deposited in connection with any redemption of the Bonds; (iii) any
amounts directed to be transferred into the Bond Fund pursuant to any provision of the Indenture; and (iv) all other
moneys when received by the Trustee which are required to be deposited in the Bond Fund or which are
accompanied by directions that such moneys are to be paid into the Bond Fund.

Moneys held in the Bond Fund shali be used solely for the payment of the principai of, premium, if any,
and interest on the Bonds on the dates due for the payment of redemption thereof. The Issucr has authorized and
directed the Trustee to withdraw sufficient funds from the Bond Fund to transfer to the Paying Agent to pay the
principal of, premium, if any, and interest on the Bonds as the same become due and payable, which authorization
and direction the Trustee has accepted,

Bond Purehase Fund

The Indenture creates and establishes with the Paying Agent a separate fund designated the “Bond Purchase
Fund” (the “Bond Purchase Fund™). The Bond Purchase Fund shall consist of two sub-accounts to be designated
respectively the “Remarketing Account” and the “Company Purchase Account”, Proceeds from the remarketing of
tendered Bonds will be deposited by the Paying Agent, when and as received from the Remarketing Agent, into the
Remarketing Account. Installment Payments with respect to the Purchase Price of the Bonds are to be deposited by
the Paying Agent by and on behalf of the Company in the Company Purchase Account,

The Paying Agent shall disburse funds from the Remarketing Account ta pay the Purchase Price of Bonds
properly tendered for purchase upon surrender of such Bonds. The Paying Agent shall disburse funds from the
Company Purchase Account, to pay the Purchase Price of Bonds propecly tendered for purchase upon surrender of
such Bands,

Investment

Except as provided in the Indenture, any moneys held as part of the Bond Fund shall be invested and
reinvested by the Trustee as provided in written instructions of the Company sclely in Permitted Investments (as
defined inthe Indenture). Moneys held as part of the Bond Purchase Fund are to be held uninvested.

Moneys Ield in Trust

All moneys required to be deposited with or paid to the Trustee for the account of any fund under the
Indenture shall be held by the Trustee in trust and, exeept for (i) moneys in the Bond Purchase Fund, and (1) moneys
deposited with or paid te the Trustee for the redemption of Bonds, rotice of the redemption for which has been duly
given, shall, while held by the Trustce, be part of the trust estate and be subject to the security interest ereated by the
Indenture.

Events of Default and Remedles

The Indenture provides that each of the following constitates an “Event of Default” thereunder:

(a) default in the due and punctual payment of the prineipal of er premium, if any, en any outstanding
Bond, as the same shall become due and payable, whether at the stated maturity thereof, upon any proceedings for

redemption, or upon the maturity thereof by declaration of acceleration;

(1:}] default In the due and punctual payment of the interest on any eutstanding Bond, as the same shall
become due and payable;

©) default in the due and punctual payment of the Purchase Price of any outstanding Bond, as the
same shall become due and payable and the continuation of such default for a peried of one Business Day or more;

@) default by the Issuer in its performance or ebscrvance of any of the other covenants, agreements or
conditions contained in the Indenture, and the continuation thereof withoul cerrective action for a period of 50 days
after receipt by the Issuer and the Company of notice given by the Trustee or the Owners of not [ess than 25% in
aggregale principal amount of all Bonds eutstanding as specified in the Indenture; or
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{e) an Event of Default (as defined in the Agreement) has occurred and is eontinuing under the
Agreement.

If any Event of Defauit occurs and is continuing, the Trustee may, and upon written request of the Owners
of at least 25% in principal amount of atl the Bonds then outstanding, shall, by notice in writing to the Issuer and the
Company, declare the principal of ali Bonds then outstanding to be immediately due and payable, and upon such
declaration the said principal, 1ogether with interest accrued thercon to the date of acceleration, shall become due
and payable Immediately at the place of payment provided therein, anything in the Indenture or in the Bonds to the
contrary notwithstanding. Upon the occurrence of any such acceleration, the Trustee shall immediatety declare all
Installment Payments under the Agreement to be due and payable immediately,

If, after the principal of the Bonds has become due and payabie, all arrears of interest upon those Bonds are
paid by the Issuer, and the Issuer also performs all other things in respect to which it may have been in default under
the Indenture and pays the reasonable charges of the Trustee and the Bondholders, including reasonable and
necessary attorneys’ fecs, then, and in every such case, the Owners of & majority in principal amount of the Bonds
then outstanding, by notice 1o the Issuer and to the Trustee, may annul such acceleration and its consequences. No
such annulment shall extend to or affect any subsequent default or impair any right or remedy consequent thereon,

Upon the oceurrence of an Event of Default, the Trustec may pursue any available remedy by suitatlaw or
In equity to enforce the payment of the prineipal of, premium, if any, and interest on the Bonds then outstanding,
and the performance by the Issuer of its obligations under the Indenture, including, without limitation, the following:
(a) by mandamus, or other suit, action or proceeding at law or in equity, enforce all rights of the Bondholders and
require the Issuer to carry out its obligations under the Indenture and the Act; (b) bring suit upon the Bonds; (c) by
action, suit or proceeding at law or In equity, require the Issuer to account agif it were the trustee of an express trust
for the Bondholders; and (d) by action, suit or proceeding at law or in equity, enjoin any acts or things which may be
untawful or in violation of the rights of the Bondholders,

Defeasanee

Any Bond (other than a Bond in the Daily or Weekly Mode) shall be deemed to have been paid and
discharged when (1) payment of the principal of and applicable premium, if any, on such Bond plus the interest
thereon to the due date thereof (whether such due date be by reason of maturity or upon redemption as provided in
the Indenture or otherwise) or, in the case of Bonds that are in the Flexible, Monthly, Quarterly, Semiannual or
Multiannual Mode, to the date next following on which sueh Bond is required to be tendered for purchase, either {a)
shaii have been made in aceordance with the terms of the Indenture, or (b) shall have been provided for by
irrevocably depositing with the Trustee (which shall irrevocably set aside such deposit exclusively for payment), in
trust solely for such payment, any combination of (1) moneys provided by the Company to make such payment
and/or (2) Govemment Obligations (as defined in the Indenture) acquired with moneys provided by the Company
not subject to redemption or prepayment and maturing as to principal and Intcrest in such amounts and at such times
as will in the opinion of an independent certified public accountant delivered to the Trustee provide sufficient
moneys to make such payment without reinvestment (and there shall be no reinvestment); (ii) all necessary and
proper fees, compensation and expenses of the Trustee and the Paying Agent pertaining to the Bonds shall have been
paid or the payment thereol provided for, to the satisfaction of the Trustee and the Paying Agent; (jii) the Trustee
shall have received in form satisfactory to it irrevocable instructions from an authorized representative of the
Company 1o redeem the Bonds on the date next following on which the Bonds are required to be, or may at the
option of the Owner be, tendered for purchase and either evidence that ail redemption notices required by the
Indenture have been given or irrevocable instructions to the Trustee to give such redemption notices has been given;
and (iv) there shall have been delivered to the Trustee and the Issuer an opinion of Bond Counsel to the effect that
the deposit ofsuch moneys will not adverseiy affect the excludabiiity from gross income for purposes of federal
income taxation of interest on any of the Bonds,

Discharge of Lien

When alt of the Bonds have been paid or deemed paid and the Issuer is not in default under any of the
covenants and promises contained in the Bonds and the Indenture, and if the Issucr shall pay ot cause to be paid to
the Trustee all sums of money due or to become due aceording to the Indanture or the Bonds and the Agreement,
then the rights under the Indenture will become null and void; provided, however, that the rights of the Trustee
under the Indenture to receive its fees, charges and expenses shall survive the discharge of the Indenture until paid in
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full. See the caption Defeasance above for a discussion of the conditions under which the Bonds will be deemed 1o
have been paid.

The Trustee; New York Paylng Agent

To the extent permitted by law, the Trustee may Invest In and treat itself as any other holder of the Bonds,
The Trustee may resign under the Indenture at any time after notice o the Issuer, the Company, the Paying Agent
and the Bondholders, such resignation to 1ake effect only upon the appointment of a successor Trustee. The Trustee
may be removed under the Indenture at any time by written notice signed by the Issuer and the Company and
delivered to the Trustee, the Paying Agent and the Bondholders. Such removal shall take effect only upon the
appointment of a successor Trustee, Every successor Trusiee may be appointed by the Issuer with the consent of the
Company and shall be a bank or trust company which (i) is organized as a corporation or banking association and
doing business under the laws of the United States of America or any state thereof, (ii) Is authorized under such laws
to exercise corpornte trust powers and to perform all the duties imposcd upon it by the Indenture and the Agrecment;
{iii) is subject to supervision or examination by federat or state authority; (iv) has combined capital and surplus of at
least $75,000,000; (v) shall not have become incapable of acting or have been adjudged a bankrupt or &n insolvent
or have had a receiver appointed for itself or for any of its property or have had a public officer take charge or
control of it or its property or affairs for the purpose of rehabilitation, eonservation or liquidation; and (vi) is an
institution rated or its holding company is rated st least “Baa3” by Moody's Investors Services, Inc. {"Moody’s™) {or
Moody's sha!l have provided written evidence that such suecessor Trustee Is otherwise acceptable 1o Moody's) if
the Bonds are then rated by Moody's, and at least “BBB-" or "A-3" by Standard & Poor’s, a division of The
MeGraw-1hll Companies (“S&P") (or S&P shall have provided written evidence that such successor Trustee js
otherwise acceptable to S&P) if the Bonds are then rated by S&P, Should the Trustee or any separate trustee or co-
trustee cease to be eligible to act as trustee or co-trustec (as the case may be) under the Indenture, it shall promptly
notify the Owners of alt Bonds then outstanding, the Issuer, the Paying Agent and the Company of such fact. The
Issuer may appoint a femporary trustee until the sppointment of such successor.

The Paying Agent is required to maintain sn office, or have an agent with sn office, in New York City at all
times that the Bonds are outstanding.

Additlonal Notices

Upon written request of any Owner of the Bonds In an aggregate principal amount of at least $1,000,000
{or any person or entity which provides written evidence acceptable to the Trustee and the Paying Agent that such
person or enlity has & legal or beneficial Interest in the Bonds In an aggregate principal amount of at least
$1.000.000), the Trustee or the Paying Agent, as appropriate, shall give an additional copy of any notice to be given
by the Truslee o the Paying Agent, as sppropriate, under the Indenture by first-class mail to a second address
specified by such Owner, person or entity. Any such additional notices shali be given simultancously with the
originat notices.

Upon writlen request of any person or entity which provides evidence aceeptable to the Trustee and the
Paying Agent, as appropriate, that such person or entity has a tegal or beneficial Interest in at least $,000,000 in
principal amount of the Bonds, the Trustee or the Paying Agent, as appropriate, shalt for the calendar year in which
such request Is received, provide one or more of the following ss requested to such person or entity: (1) notices of
redemption; (it) notices of default; (iii) copics of all notices to which such person or entity is entitled under the
Indenture to a specific second address; and (iv) outstanding bafances by maturity, redemption history, Including
redemption date, amount and source of funds and distribution of the call te maturity.

Supplemental Indentures
The Issuer and the Trustee, with the written consent of the Company, but without the consent of or notice to
the Bondholders, may enter into an Indenture or indentures supplemental to the Indenture, for any of the following

purposes: ’

{a) to cure any ambiguity, formal defect or omission in the Indenture or to make such other changes
which shall not have 8 material adverse effect upon the Interests of the Bondholders:
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(b) to prant to or confer upon the Trustee, for the benefit of the Bondholders, any additional rights,
remedies, powers or authorities, or any additionat security, that may lawfully be granted to or conferred upon the
Bondholders or the Trustee;

{c) to subject to the Indenture additional revenues, properties or collateral,

{d) to modify, amend or supplement the Indenture, or any indenture supplemental thereto, in such
manner as to permit the qualification thereof under the Trust Indenture Act of 1939, as amended (the "Trust
Indenture Act™) or any similar federal statute hereafter in effect, or to permit the qualification of the Bonds for sale
under the securities laws of any of (he states of the United States and, if the Issuer so determines, to add 1o the
Indenture or any indenture supplemental thereto such other terms, conditions and provisions as may be permitted by
the Trust Indenture Act or any similar federal statute;

{e) to add to the covenants and agreements of the Issuer contained in the Indenture other covenants
and agresments thereafter to be observed for the proteetion of the Bondholders or to surrender or Jimit any right,
power or authority therein reserved to or conferred vpon the [ssuer;

§3] to eonform the Indenture to the requirements of any rating ageney;

&) 1o add provisions permitting the addition of a eredit facility or a liquidity facility;

(h) to make any change related to the Bonds that does not maleriaily adversely affeet the rights of any
Bond Owner; and
(i) 1o implement any succession or assignment by the Company in accordanee with the provisions of

the Indenture and the Agreement.

Exclusive of the purposes described in subparagraphs (g} through (i) above, the Owners of a majority in
aggregate principat amount of the Bonds then outstanding will have the right, from time to time, to approve any
supple mental indenture deemed necessary and desirable by the Issuer for the purposes of modifying, altering,
amending, adding 1o or rescinding, in any particular, any of the terms or provisions contained in the Indenture or any
supplemental indenture. No modification or alteration may be made without the consent of the holders of all the
Bonds then outstanding and affected which permits (i} an extension of the maturity of the principal of, or the time
for payment of any redemption premium or interest on, any Bond or a reduction in the principal amount of any
Bond, or the rate of interest or redemption premium thereon, or a reduetion in the amount of, or extension of the
time of any pnyment required by, any Bond; (1i) a privilege or priority of any Bond over any other Bond (except as
provided in the Indenture); (iii) a reduction in the aggregate prineipal amount of the Bonds required for consent to
such a supplementat indenture; (iv) the deprivation of the Owner of any Bond then outstanding of the lien created by
the Indenture; or {v} the amendment of the limitations described in this paragraph.

UNDERWRITING

Subject to the terms and conditions set forth in a Bond Purchase Agreement (*Purchase Agreement™) to be
entered into between the Issuer and the Underwriters, the Underwriters have agreed to purchase the Bonds at a
purchase price of [00% of the principal amount thereof. Under the terms and conditions of the Purchase
Agreement, the Underwriters are committed to take and pay for all of the Bonds if any are taken. The Company has
sgreed to pay the Underwriters $267,500.00 as compensation and to reimburse the Underwriters for their reasonable
expenses.

The Issuer has been advised by the Underwriters that the Bonds may be offered and sold to certain dealers
{including dealers depositing Bonds Into investment trusts) and others at prices lower than the public offering price
set forth on the cover page of this Official Statement. After the Bonds are released for sale ta the public, the public
offering price and other selling terms may from time 1o time be varied by the Underwriters.

In connection with this offering and in complhonce with appticable law and industry practice, the
Underwriters may overallot or effect transactions which stabilize, maintain or otherwise affect the market price of
the Bonds at levels above those which might otherwise prevail in the open market, including by entering stabilizing
bids, A stabilizing bid means the placing of a bid, or the effecting of any purchase, for the purpose of pegging,
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fixing or mointaining the price of a security, In general, purchases of a security for the purpose of stabilization
could cause the price of the security to be higher than it might be In the absence of such purchases,

Neither the Issuer, the Company nor the Underwriters make any representation or prediction as to the
direction or magnitude of any effect that the transactions described above may have on the price of the Bonds. In
addition, neither the Issuer, the Company nor the Underwriters make any representation that the Underwriters will
engage In such transactions or that such transactions, once commenced, will not be discontinued without notice.

Pursuant to an Inducement Letter, the Company has agreed to indemnify the Underwriters and the Issuer
against certain civil liabilities, Including liabilities under the federal securities laws, or contribute to payments that
the Underwriters or the Issuer may be required to make In respect thereof,

The Underwriters and/or certain of its affiliates may engage in transactions with, and from time to time
have performed services for, the Company in the ordinary course of business,

Morgan Stanley, parent company of Morgan Stanley & Co. Incorporated, an underwriter of the Bonds, has
entered into a retail brokerage joint venture with Citigroup Inc. As part of the joint venture, Morgan Stanley & Co,
Incorporated will distribute municipal securities to retail investors through the financial advisor network of a new
broker-dealer, Morgan Stanley Smith Bamey LLC. This distribution arrangement became effective on June [, 2009,
As part of this arrangement, Morgan Stanley & Co. Incorporated will compensate Morgan Stantey Smith Barney
LLC for its selling efforts with respect to the Bonds.

SECONDARY MARKET INFORMATION

No financial statements or operating data concerning the Issuer are included in this Official Statement and
the Issuer has not undertaken 1o provide any such information in the future.

Solely for the purpose of enabling the Underwriters to comply with the requirements of Rule 15¢2-12(b) under
the 1934 Act, as in effect on the date hereof (the “Rule™), the Company has undertaken (but only to the extent required
for compliance with valid and effective provisions of the Rule), for the benefit of the Bondhotders, to provide the persons
specified below (i) not kater than 120 days after the end of each fiscal year of the Company ending on or after January 1,
2009, the Southwestern Electric Power Company Annuat Report to the Securities and Exchange Commission (the
*Commission™) on Form 10-K. (or any successer form), excluding any exhibits or documents incorporated by reference
therein, other than (if applicable) the audited financial statements appearing in the Southwestem Electric Power
Company Annual Report to stockholders (the “Form 10-K™), or, if the Form 10-K is ne longer required, audited annual
financial statements of the Company of the type incorporated by reference in Appendix A hercta (the *Audited Financial
Statements™), and (ii} in a imely manner, notice of the occurrence of certain events enumerated in the Rule, if material
(the “*Undertaking™).

The Form 10-K (or, if required, the Audited Financial Statements) and notices of certain events shall be
provided to the Municipal Securities Rulemaking Board under its Electronic Market Access System.

Neither the Issuef ror its members, directors, officers, agents or employees have any responsibility or liability
for the sufficiency, perfermance or enforcement of the Undertaking. The Company, its directors, officers, employees
and shareholders shall have no lability under the Undertaking for any act or falure to act; a failure to perform the
Undertaking shall not constitute an Event of Defaultunder any Indenture or a default under the Bonds; and the sole
remedy shall be specific enforcement of the Undertaking by the applicabte trustce or by such person, if any, as the Rule
may require 1o be entitled to enforce the same. The Company reserves the right to (a) contest the validity of the Rule,
and (b) modify its performance of the Undertaking, to the extent not inconsistent with valid and effective provisions of
the Rule.

TAX MATTERS
Qplnlon of Bond Counsel
In the opinion of Foley & Judell, L.L.P., as Bond Counsel, the form of which is attached hereto as

Appendix B, interest on the Bonus (a) is excluded from gross income of the owners thereof for federal income tax
purposes (except for interest on any Bond for any period during which itis held by a person who is a “substantial
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user” of the Facitities or a “related person,” as those terms are defined in Section [47(a) of the Code or Section
103(b)( 13} of the 1954 Code) and (b) I3 not an liem of tax preference for purposes of the federal alternative
minimum tax imposed on individuals and corporations. In the opinion of Bond Counsel, under the Act, the Bonds
and the income therefrom are exempt from alf 1axation by the State of Louisiana or any political subdivision thereof,
In giving such opinions, Bond Counsel wilf rely upon certificales of facts, estimates and expectations made by the
Company,

The Code imposes a number of requirements that must be satisfied for interes! on state and locai
obligations 10 be exciuded from gross income for federal income tax purposes. These requirements inciude, among
others, limitations on the use of bond proceeds and the source of repayment of bonds, fimitations on the use of the
Faciiities, {imitattons on the investment of bond proceeds and certain other amounts, a requirement that excess
earnings on the investment of certain bond proceeds be paid periodicaliy to the United States, except under certain
circumstances, and a requirement that information reports be filed with the Internal Revenue Service. The Company
will covenant in the Agreement that, to the extent permitted by law, it wili lake atl actions within its control
necessary to maintain, and shaii refrain from taking any action that impairs, the exclusion of the interest on the
Bonds from gross Income for federat income tax purposes under federal law existing on the date of delivery of the
Bonds.

‘The opinion of Bond Counsel will assume continuing compliance with the covenants of the Issuer and the
Company pertaining to those sections of the Code which affect the exclusion from gross income of interest on the
Bonds for federai income tax purposes and, in addition, will refy on representations by the Issuer and the Company
with respect to matters solely within the knowledge of the Issuer and the Company, which Bond Counsel has not
independently verified. Ifthe Issuer or the Company should fail to comply with such covenants or if the foregoing
representalions should be determined to be inzecurate or incomplete, interest on the Bonds could become included in
gross income from the date of originai delivery of the Bonds, regardless of the date on which the event causing such
inclusion occurs.

Except as stated above, Bond Counsel will express no opinion regarding any federal, state or Jocal tax
consequences resulling from the ownership of, receipt of interest on, or disposition of the Bonds,

Other Tax Matters

Prospective purchnsers of the Bonds should be aware that the ownership of tax-exempt obligations, such as
the Bonds, may result in collateral federal income tax consequences to certain taxpayers including, without
fimitation, financial institutions, property, casualty and fife insurance companies, Subchapter 8 corporations that
have accumulated earnings and profits relating to the period prior to the effectiveness of their Subchapter S efection,
foreign corporations subject to the branch profits tax, recipients of Social Security or Railroad Retire ment benefits,
individuaty otherwise entitted to the earned income credit, and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry lax-exempt obiigations. Prospective purchasers of the Bonds should
consult their lax advisors as to the applicabiliy and impact of such consequences.

TIIE FOREGOING DISCUSSION OF CERTAIN FEDERAL AND STATE INCOME TAX
CONSEQUENCES IS PROVIDED FOR GENERAL INFORMATION ONLY. INVESTORS SIIOULD
CONSULT THEIR TAX ADVISORS AS TO THE STATUS OF INTEREST ON THE BONDS UNDER THE
TAX LAWS OF ANY STATE OTIIER THIAN LOUISIANA,

LEGAL MATTERS

Legal matters incident to the original authorization, jssuance and sate of the Bonds were subject to the
unqualified approval of Foley & Judel], L.L.P., Bond Counsei. In connection with the issuance of the Bonds, Foley
& Judeil, L.L.P. has acted in the capacity of Bond Counsel for the purpose of rendering the opinion atiached hereto
s Appendin B, which includes an opinion as to the exciusion from gross income of the interest on the Bonds for
federal income tax purposes. Such firm has not been requested to examine, and has not investigated or verified, any
statements, recerds, materiaf or matters refating to the finaneial condition or capabilities of the Company and has not
assumed responsibility for the preparaiion of this Offictal Statement, except that, in its capacity as Bond Counsel in
connection with the issuanee of the Bands, such firm has reviewed the information in this Official Statement under
the captions INTRODUCTORY STATEMENT, THE BONDS (ather than under - Book-Entry Only System), THE
AGREEMENT, THE INDENTURE, TAX MATTERS and LEGAL MATTERS.

17



KPSC Casa No. 2013-00410

Attorney General's First Sel of Data Requests
Dated December 20, 2013

Item No. 14

Attachment 5

Page 20 of 25

Certain legal matters will be passed upon by Thomas G. Berkemeyer, counsel for the Company. Thomas
Q. Berkemeyer is Assoctate General Counsel of American Electric Power Service Corporation, an affiliate of the
Company. Certain legal matters, other than the validity of the Bonds and the exclusion from gross income of
Interest thereon, will be passed upon by Dewey & LeBoeul LLP, New York, New York, counsel for the
Underwriters. Dewey & LeBoeuf LLP acts as counsel to certain affiliates of the Company for some matters.

The various legal epinions to be delivered concurrently with the delivery of the Bonds express the
professional judgment of the attorneys rendering the opinions as lo the legal issues explicitly addressed therein. In
rendering a legal opinion, the attorney does not become an insurer or guarantor of the expression of professional
judgment, of the transaction opined upon, or of the future performance of the parties to the transaction, nor does the
rendering of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction,

MISCELLANEOUS

The attached Appendices (including documents incorporated by references therein) are an integral part of
the Official Statement and must be read together with all of the balance of this Official Statement,

The Issuer does not assume any responsibility for the matters contained in this Officlal Statement. All
findings and determinations by the Issuer relating to the issuance and sale of the Bonds are, and have been, made by
the Issuer for its own internat uses and purposes in performing its duties under Louisiana law.
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APPENDIX A
SOUTIIWESTERN ELECTRIC POWER COMPANY

The Company is a public utility engaged in the generation, transmission and distribution of electric power
to approxtmately 467,000 reta:l customers in northeastern Texas, northwestern Louisiana and western Arkansas, and
in supplying and marketing electric power at wholesale to other electrie utitity companles, munieipalities, rural
electric cooperatives and other market participants. Its prineipal executive office is 1 Riverside Plaza, Columbus,
Ohio 43215 and the telephone number is (614) 716-1000. The Company Is a subsidiary of American Elcctric Power
Company, Inc, (AEP) and Is a part of the AEP integrated utility system.

AVAILABLE INFORMATION

The Company is subject to the Informational requirements of the Seeurities Exchange Aet of 1934 (the
1934 Aet) and in accordance therewith files reports and other Information with the Securities and Exchange
Commission (SEC). Such reports and other information may be Inspected and copied at the public reference room
maintained by the SEC at 100 F Street N.E., Room 1580, Washington, D.C, 20549. Copies of such material can be
obtained from the Public Reference Section of the SEC, Washington, D.C. 20549 at prescribed rates. The SEC may
be contacted at 1-800-SEC-0330 for information on the public reference room. The SEC maintains a web site at
http:/fwww sec.gov eontaining reports, proxy and information statements and other Information regarding registrants
that file electronically with the SEC, including the Company.

DOCUMENTS INCORPORATED BY REFERENCE

The foltowing document filed with the SEC by the Company pursuant 1o the 1934 Act is incorporated by
reference in this Appendix A and made a part of this Official Statement:

&  The Company’s Annual Report on Form 10-K for the year ended December 31, 2009,

All documents subsequently filed by the Company with the SEC pursuant to Sections 13(a), 13(c), 14 or
15(d) of the 1934 Act subsequent to the date of this Official Statement and prior to the termination of the offering of
the Bonds offered by this Official Statement are to be incorporated by reference In this Appendix A and to be a pant
of this Officiat Statement from the date such documents are filed.

Any statement contained In a document so incorporated or deemed to be ineorporated shall be deemed to be
modified or superseded for purposes of this Official Statement to the extent that a statement contained herein or in
any other subsequently filed document which s deemed to be so Incorporated modifies or supersedes such
statement, Any such statement so modified or superseded shall not be deemed, except as so modified or superseded,
to constitute a part of this Appendix A.

The Company will provide without eharge to each person to whom a copy of this Official Statement has
been delivered, on the written or oral request of any such person, a eopy of any or all of the documents described
above which have been Incorporated by reference In this Appendix A, other than exhibits to such documents.
Written requests for copies of such documents shoutd be addressed 1o Financial Reporting, American Electric Power
Servlce Corporation, 1 Riverside Plaza, Columbus, Ohio 43215 (telephone number: 614-716-1000). The
information relating 1o the Company contained in this Appendix A does not purport to be comprehensive and should
be read together with the information contained in the docurnents Incorporated by reference.

RISKFACTORS

Investing in the Bonds involves risk, Please see the risk factors described in our Annual Report on Form 10-K
for the fiscal year ended December 31, 2009, which is incorporated by reference in this Official Statement. Before
making an investment decision, you should carefully consider these risks as well as other information contained or
incorporated by reference in this Official Statement. The risks and uncertainties described are those presently known to
us. Addifional risks and uncertainties not presently known to us or that we currently deem immaterial may also impair
our business operations, our financial results and the value of the Bonds.
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RATIQ OF EARNINGS TO FIXED CHARGES

The Ratio of Eamings to Fixed Charges for each of the periods indicated is as follows:

welv t i ff Ratio
December 31, 2004 3.19
December 31, 2005 304
December 31, 2006 3.18
December 31, 2007 2.09
December 31, 2008 2.08
December 31, 2000 228

For the purposes of calculating the Ratio of Earnings to Fixed Charges, “earnings” represents income
before income taxes, extraordinnry items, and cumulative effect of accounting changes, plus fixed charges. “Fixed
charges™ consist of interest expense, amortization of debt issuance costs, and the portion of operating rental expense
which management believes is representative of the interest within rentai expense.

For current information on the Ratio of Eamnings to Fized Charges, please see our most recent Form 10-K.
See Available Information.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The consolidated financial statements incorporated by reference in this Official Statement from the
Southwestern Electrie Power Company Annuai Report on Form 10-K for the year ended December 31, 2009 have
been audited by Deloitte & Touche LLP, an independent registered public aceounting firm, as stated in their reports
incorporated by reference herein (whieh report expresses an unqualified opinion and includes an explanatory
paragraph relating to the adoption of a new accounting proncuncement).

A2
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APPENDIX B
PROPOSED FORM OF OPINION OF BOND CQUNSEL

Honorable DeSoto Parish Police Jury
Mansfictd, Louisiana

$53,500,000
PARISITOF DESOTO, STATE OF LOUISIANA
IPOLLUTION CONTROL REVENUE REFUNDING BONDS
{SOUTINVESTERN ELECTRIC POWER COMPANY PROJECT)
SERIES 2010

We have acted as bond counsel to the Parish of DeSoto, State of Louisiana (the “Issuer™), a
politiezl subdivision of the State of Louisiana {the “State™), created and existing pursuant to the laws of
the State, in connection with the issuance by the Issuer of the captioned bonds (the *Bonds™) pursuant to
Chapter 14-A of Title 39 of the Louisiana Revised Statutes of 1950, as amended (the “Act”).

The Bonds have been issucd by the Issuer pursuant to the Act and other constitutional and
statutory authority and an Indenture of Trust dated as of March 1, 2010 (the “Indenturc”™) between the
Issuer and The Bank of New York Melton Trust Company, N.A., as trustee {the “Trustec”). Capitalized
terms used herein which are not otherwise defined have the meanings given them in the Indenture.

The Bonds are issuable as fully registered bonds, are dated, bear intcrest until paid at the rate per
annum, mature in the principal amount and on the date, and are subject to redemption all as sct forth in
the Indenture and in the Bonds.

The Bonds arc issued under and are secured as to prineipal, premium, if any, and intcrest by the
Indenture, which provides a description of the nature and extent of the security for the Bonds, a statement
of the terms and conditions under which the Bonds are issucd and secured, the rights, duties and
obligations of the Issuer, the rights, dutics and immunities of the Trustec and the rights of the owners of
the Bonds.

The Bonds are issued for the purpose of refunding the Issuer’s Pollution Control Revenue
Refunding Bonds (Southwestern Flectric Power Company Project) Series 2004 issued in the originai
principal amount of $53,500.000, which Serics 2004 Bonds were issued for the purpose of providing
funds to Southwestern Electric Power Company {the *Company™) to refund the Issuer’s Pollution Controi
Revenue Refunding Bonds (Southwestern Electric Power Company Project) Series 1992 issued in the
original principal amount of $53,500,000, which Serics 1992 Bonds were issued for the purpose of
providing funds to the Company to refund certain revenue bonds previously issued by the Issuer to
finance the acquisition, construetion and installation of ecrtain air and water pollution contro] facilitics
and solid waste disposal facilities at the Company’s jointly owned Dolet Hills lignitc fired eiectric
generating unit in DeSoto Parish (the “Faciiitics”). Pursuant to the Refunding Agrecment dated as of
March 1, 2010 (the “Refunding Agrcement™ between the Issuer and the Company, the Company has
agreed to make payments to the Trustee in an amount sufficient to pay the principal of, premium, if any,
and intcrest on the Bonds and to pay such other amounts as are required by the Refunding Agreement.

‘We have examined (i) the Constitution and statutes of the State, including the Act; (ii) a certified

transcript of the proceedings of the Issuer authorizing the issuance of the Bonds; (jii) the Indenture, the
Refunding Agreement and the Tax Certificate of the Company dated the datc hercof (the “Tax

B-1
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Certificate™); and {iv) such other documents, instruments and papers as we have deemed relevant to the
issuance of the Bonds and necessary for the purpose of this opinion.

As to questions of fact materin! to our opinion, we have relied upon representations of the Tssuer
and the Company contained in the Refunding Agreement and the Tax Certificate, together with the
certified proceedings and other certifications of public officials and others furnished to us, including
certifications furnished to us by or on behalf of the Company, without undertaking to verify the same by
independent investigation.

On the basis of the foregoing examinations, we are of the opinion, as of the date hereof and under
existing law, that;

1. The Issuer is a validly existing political subdivision of the State and has the
power and authority to enter into the Refunding Agreement and the Indenture and to issuc and sell the
Bonds.

2. The Bonds are valid and binding special and limited obligations of the Issuer
secured by and entitled to the benefits of the Indenture and are payable solely from the Trust Estate and
other amounts assigned under the Indenture.

3, The Refunding Agreement and the Indenture have been duly authorized,
exccuted and delivered by the Issuer and constiute valid and binding obligations of the Issuer,
enforcenble against the Issuer, and all rights and interests of the Issuer under the Refunding Agreement
have been validly assigned to the Trustee under the Indenture, with the exception of certain rights of the
Issuer relating to notices, indemnification, exculpation, payment of fecs and reimbursement of expenses,

4, The Bonds and interest thereon do not constitute an indebtedness or pledge of the
general credit of the Issuer within the meaning of any State constitutional or statutory provision and will
not constitute an obligation or a charge against the taxing powers of the Issuer.

5. Interest on the Bonds is excluded from gross Income for federal income tax
purposes, except for interest on any Bond for any period during which such Bond is held by a “substantial
user” of the Facilitics or a “related person”, each within the meaning of Scction 147(a) of the Intemal
Revenue Code of 1986, as amended (the *Code™), or Section 103(b)(13) of the Intemal Revenue Code of
1954, as amended, and interest on the Bonds is not an Item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations.

6. Under the Act, the Bonds and the income therefrom are exempt from all taxation
by the State or any political subdivision thereof,

In rendering the opinions expressed in paragraph 5 above, we have relicd on representations of
the Issuer and the Company with respect to questions of fact material to our opinion without undertaking
to verify the same by independent investigation, and have assumed continuing compliance with the
covenants in the Tax Certificate, the Indenture and the Refunding Agreement pertaining to those sections
of the Code which affect the exciusion from gross income of interest on the Bonds for federal income tox
purposes. In the event that such represcntations are determined to be inaccurate or the Issuer or the
Company Fails to comply with the foregoing covenants, intcrest on the Bonds could be includable in gross
income for federal income tax purposes from the date of their original delivery, regardless of the date on
which the event causing such inclusion occurs.
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It is to be understood that the rights of the owners of the Bonds and the enforceability of the
Bonds, the Indenture, the Refunding Agreement and the other documents enumerated above may be
subject 1o bankrupicy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafier enacted to the extent constitutionally applicable, and that their enforcement
may also be subject to the exercise of the sovereign police powers of the State or its govemmental bodies
and the exercise of judicial discretion in appropriate cases,

In rendering this opinion, we have relied upon the opinions of even date herewith of counsel to
the Company, with respeet to (i) the due organization of the Company, (ii) the good standing of the
Company in the State, (iii) the corporate power of the Company to enter into, and the duc autherization,
exccution and delivery by the Company of, the Refunding Agreement and the valid and binding effect
thereof on the Company, and (iv) matters which might be disclosed as a result of an examination of the
indenturcs, mortgages, deeds of trust and other agreements or instruments to which the Company is a
party or by which it or its properties are bound. We have also assumed the corporate power of the Trustee
to enter into and the due autherization, execution and delivery by the Trustee of the Indenture and the
binding effect thereof on the Trustee.

For the purposes of this opinion, our services as bond counsel have not extended beyond the
cxaminations and expressions of the conclusions referred to above, We have not examined the title of any
party to the Facilities and therefore express no opinion thereon. Except as stated above, ne opinion is
expressed as to any federal or state tax consequences resulting from the ownership of, receipt of interest
on, or disposition of the Bonds.

Respectfully submitted,
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NDT A NEW ISSUE BOOK ENTRY ONLY

On March 26, 2008, Band Counsel rendered its opinion that interest on the Bonds would be excludable from gross income for
federul income tax purposes under existing statutes, regulations, published rulings and court decisions, except as explained
under TAX MATTERS herein, Bond Counsel was of the opinion that interest on the Bonds would not be treated as a
preference ftem in calculating the alternative minimum tax imposed on individuals and carporations under Sectfon 57(aj(5) of
the Internal Revenue Code of 1986, as amended (the “Code®). The original bond counsel opinion speaks only as of It date.
Bond Counsel has not been requested to canduct, nar has Bond Caunsel conducted, any further investigation as ta the tax
status of tnterest on the Bonds under federal income tax laws since the date of the ariginal bond counsel apinion, Upon
conversion of the interest rate an the Bonds, Bond Caunsel wit! render ity opinton that such conversion will not, In and of
ltself, adversely affect the exclusion of Interest an the Bonds from the gross Income of the owners thereof for federal income
tax purposes. Far further Information, see TAX MATTERS herein.

$120,265,000
4.00% Matagarda Caunty Navigatian District Number One (Texas)
Poliutian Cantrol Revenue Refunding Bands
(AEP Texas Central Campany Profect)

Series 2008-1 Series 2008-2
£60,265,000 $60,000,000
(Non-AMT) {Non-AMT)
Interest Accroal Date: June 3, 2013 Due; June 1, 2030

The Secries 2008-1 Bonds and the Series 2008-2 Bonds (collectively, the *Bonds™) are limited obligations of Matagorda
County Navigation District Number One (Texas) (the “Issuer), and do nol constitute an indebtedness or a charge against the
general eredit or taxing powers of the Issuer or the State of Texas, The principal of, premium, if any, and interest on the
Bonds will be payable solely from, and secured by a pledpe of, the revenues to be received by the Issuer under the terms of an
Instailment Payment Agreement dated as of March 1, 2008 (the “Agreement”"} between tha lssuer and

AEP TEXAS CENTRAL COMPANY

The Bonds wil} bear interest at a Fixed Rate of 4 00% per annum beginning on June 3, 2013 until June i, 2030. The
Bonds will be subject to optional redemption, extraordinary optional redemption and extraord/nary mandatory redemption as
described under THE BONDS - Redemption.

The Bonds wilt be reoffered as fuily registered bonds and wiil be registered Initially in the name of Cede & Co, as
registered owner and nominee for The Depository Trust Company, New York, New York ("DTC™), DTC acts as a sccurities
depository for the Bonds. The Bonds will be issued in denominations of $5,000 or any integral multiple thereof, Except under
the limited circumstances described herein, Bencficial Owners of book-entry interests in the Bonds will not receive
certificates representing their ownership interests. Payments of principal of and premium, if any, and interest on the Bonds
(payable June 1 and December |, commencing December [, 2013} will be made through DTC and disbursements of such
payments to Beneficiai Owners will be the responsibility of DTC and its Participants (see BOOK-ENTRY ONLY SYSTEM
herein). Morgan Stanley & Co. LLC and The Huntington Investment Company (“Series 2008-1 Remarketing Agents™) will
act as remarketing agents for the Series 2008-1 Bonds and Wells Fargo Bank, National Association and The Williams Capital
Croup, L.P. (“Series 2008-2 Remarketing Agents”, and collectively with the Scries 2008-1 Remarketing Agents, the
“Remarkeling Agents™) wili act as the remarketing agents for the Scries 2008-2 Bonds, The Bank of New York Mellon Trust
Company, N A. will act as Trustee and Paying Agent for the Bonds,

PRICE: 100%

‘This cover pige contains iimited information for quick reference only and is not a summary of this Reoffering Circular, Investors
should read the entire Reoffering Circular to obtain information essential to the making of an informed investment decision,

The Bonds arc reoffered by the Remarketing Agents subject to the receipt of sn opinion of McCall, Parkhurst & 1lorton
L.L.P., Dallas, Texas, Bond Counzcel, as descnbed herein, and certain other conditions, Certain legal matters, other than the
vaiidity of the Bonds and the exclusion from gross {ncome for Federal income tax purposes of interest thereon, will be passed
on for the Remarketing Agents by their counsel, llunton & Williams LLP, New York, New York, and for the Company by its
internat counsel. Delivery of the Bonds in book-entry-only form is expected on or about June 3, 2013, through the facilities of
DTC in New York, New York, against payment therefor.

Morgan Stanley Wells Fargo Securltles
The luntington Investment Company The Williams Capital Group, L.P,
(As Remarketing Agents for {As Remarketing Agents for
the Series 2008-1 Bonds) the Series 2008-2 Bonds)

Dated: May 15,2013
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No person has been authorized to give any information or to make any representations other than those
contained in this Reoffering Circuiar in connection with the offer made hereby and, if given or made, such
information or representations must not be refied upon as having been authorized by the Issucr, the Company or the
Rematketing Agents. Neither the delivery of this Reoffering Circular nor any saie hereunder shall under any
circumstances create any implication that there has been no change in the afTairs of the Issuer or the Company since
the date hereof. This Reoffering Circular does not constitute an offer or solicitation in any jurisdiction in which
such offer or soiicitation is not authorized, or in which the person making such offer or solicitation is not quaiified to
do so or to any person to whom it is unlawful to make such offer or solicitation.

The Remarketing Agents have provided the foilowing sentence for inclusion in this Reoffering Circular.
The Remarketing Agents have reviewed the information in this Reoffering Clrcular in accordance with, and as a part
of, their responsibilitics to investors under the federal securitics laws as appiicd to the facts and circumstances of this
transaction, but the Remarketing Agents do not guarantee the accuracy or compicteness of such information.

CERTAIN PERSONS PARTICIPATING IN TillS REOFFERING MAY ENGAGE iN TRANSACTIONS
TIIAT STABILIZE, MAINTAIN OR OTNERWISE AFFECT TIIE PRICE OF TIIE BONDS, INCLUDING BY
ENTERING STABILIZING BIDS. FOR A DESCRIPTION OF TIIESE ACTIVITIES, SEE REMARKETING
1IEREIN.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON TIIEIR OWN
EXAMINATION OF TilE ISSUER, TIiE COMPANY AND TIiE TERMS OF TIE OFFERING, INCLUDING
TIIE MERITS AND RISKS INVOLVED. THESE SECURITIES ITAVE NOT BEEN RECOMMENDLED BY
ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY,
FURTHERMORE, TIIE FOREGOING AUTIIORITIES HAVE NOT CONFIRMED TIE ACCURACY OR
DETERMINED THE ADEQUACY OF TI1S DOCUMENT. ANY REPRESENTATION TO TIIE CONTRARY
1S A CRIMINAL OFFENSE.
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$120,265,600
4.00% Martagorda County Navigation District Number One (Texas)
Pollution Control Revenue Refunding Bonds
(AEP Texas Central Company Project)

Series 2008-1 Serles 2008-2
$60,265,000 $60,000,000
{(Non-AMT) {Non-AMT)

INTRODUCTORY STATEMENT

This Reoffering Circular, including the Appendices hereto, is provided to furnish certain information in
connection with the rerarketing of Matagorda County Navigation District Number One Poliution Contro] Revenue
Refunding Bonds (AEP Texas Central Company Project) Series 2008-1 in the aggregate principal arount of
$60,265,000 (the “Series 2008-1 Bonds™) and Matagorda County Navlgation District Number One Pollution Control
Revenue Refunding Bonds (AEP Texas Central Company Project) Scries 2008-2 in the aggregate principal amount
of $60,000,000 (the “Series 2008-2 Bonds™, and fogether with the Scries 2008-1 Bonds, the "Bonds™) Matagorda
County Navigation Distrlct Number One (the “Issucr”} originaliy issued the Bonds In onc series inan aggregate
principal amount of $120,265,000. The Issuer neither has nor assumes any responsibility as to the accuracy or
completeness of the information In this Reoffering Circular, all of which has been furnished by others.

The Bonds were issued under and pursuant to a resolution of the Issucr adopted on March 12, 2008
(“Resolution™) and an Indenture of Trust, dated as of March 1, 2008 (*Indenture™), between the Issuer and The Bank
of New York Mellon Trust Company, N.A., as trusiee (in such capacity, the “Trustee™). Capitalized terms used
herein and not etherwise defined shall have the meanings given to them in the Indenture.

Pursuant to an [nstallment Paymemt Agreement, dated as of March 1, 2008 (the “Agreement”), between the
tssuer and AEP Texas Central Company (the “Company™), the proceeds from the issuance and sale of the Bonds
were used to provide funds for the refunding of $120,265,000 in principal amount of the Issuer's Pollution Control
Revenue Refunding Bonds (AEP Texas Central Company Project) Scries 2005C-1 and Scries 2005C-2 (“Refunded
Bonds™). The Refunded Bonds were used to refund certain outstanding obligations of the Issuer, the proceeds of
which financed and refinanced the cost of acquisition, construction and improvement of a pollution control project
consisting of certain facilitics (the “Facilities™), or portions thercof, designed for the abatement of poliution and the
disposal of solid wastes at the South Texas Project Electric Gencrating Station located between Bay City and
Palacics, Texas (the “Plant™). The Company sold its 25.2% undivided interest In the Plant to Texas Genco
tloldings, Inc. (“TGI1") and City Pubiic Service Board of San Antonio (*CPS") in May 2005. Except where the
context otherwise indicates, the term “Facilities” herein refers to that portion of certain of the pollution contrel and
solid waste disposal facilities at the Plant formerly owned by the Company.

The Company is obligated under the Agreement to make payments to the Trustee sufficient, together with
any other funds on deposit in the Bond Fund (hereinafter described) under the Indenture, to pay the principal of and
premium, if any, and interest on the Bonds (such payments being hereinafter referred to as the “Installment
Payments™). The Bonds ate not secured by a mortgage on, or security interest in, any of the Faciiities or any
property of the Company.

The Bonds wiil mature and become due and payable, together with any accrued and unpaid interest, on
June 1, 2030, subject to earlier redemption. See “TI/E BONDS-Redemption™ herein. The Bonds will bear interest at
a Fixed Rate of 4.00% per year, from June 3, 2013 until stated maturity. Interest on the Bonds will be payable semi-
annually in arrears on ¢ach June 1 and December 1, commencing December 1, 2013,

The Series 2008-1 Bonds and the Series 2008-2 Bonds are being reoffered as separate subseries of the
Bonds. The reoffering of the Scries 2008-1 Bonds and the Serics 2008-2 Bonds are independent and neither
reoffering is conditioned upon the other,
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The Bonds will be issued in authorized denominations of $5,000 or any integral multiple thercof and will
be held by The Depository Trust Company (“DTC™), or its nomince, as sccurities depository with respect to the
Donds. Sec THE BONDS - Book-Entry Only System.

The Bonds are special obligations of the Issuer, and will be paid solely from, and will be secured by a
pledge of, payments made to the Issuer under the terms of the Agreement. See THE BONDS — Security.

Brief descriptions of the Issuer, the Facilities, the Bonds, the Agreement and the Indenture are included in
this Reoffering Circular, Information regarding the business, properties and financial condition of the Company is
included in Appendix A attached hereto. The form of opinion that Bond Counsel delivered upon original issuance
of the Bonds is set forth in Appendix B-1 hereto and the proposed form of opinion to be deltvered by Bond Counsel
upon conversion of the interest rate on the Bonds is sct forth in Appendix B-2 hereto. The descriptions herein of the
Agreement and the Indenture are qualified in their entirety by reference to such documents, and the deseriptions
herein of the Bonds are qualified in their entirety by reference to the forms thereof and the information with respect
thereto included in the aforesaid documents. All such descriptions arc further qualified in their entirety by reference
to laws and principles of equity relating to or affecting generally the enforcement of creditors’ rights. Copies of
such documents may be obtained from the Company.

THE ISSUER

Matagorda County Navigation District Number One is a governmentat agency and body politic and
corporate of the State of Texas created and existing as a conservation and reclamation district pursuant to Article
XV, Section 59 of the Constitution of the State of Texas and by Chapters 60, 62 and 63 of the Texas Water Code.
The principal office of the [ssuer Is in Palacios, Texas.

TIIE FACILITIES

The Facilities consist of various systems designed for the abaiement and control of pollution and the
treatment and disposal of sewage and solid wastes resulting from the operation of the Plant. The Plant is a nuclear
generating station consisting of two units with the capability of generating a total of 2500 megawatts of power. Unit
1 of the Plant began commercial operation on August 25, 1988 and Unit 2 began commercial operation on June 19,
1989. The Company sold its 25.2% undivided interest in the Plant to TGH and CPS In May 2005.

USE OF PROCEEDS

The proceeds of the reoffering of the Donds pursuant to this Reoffering Circular will be applied on the
Conversion Date to pay for the mandatory purchase of $120,265,000 aggregate principal amount of the Bonds
currently bearing interest in the Weekly Mode and heid by the Company. No proceeds of the Bonds will be paid to
the Issuer but will be paid to the Company as the current holder of the Bonds.

THIE BONDS

General

The Bonds were issued in fully registered form in the apgregate principal amount set forth on the cover
page hereof. The Bonds wili mature and become due and payable, together with any accrued and unpaid interest, on
June 1, 2030, and will bear interest from June 3, 2013 at a Fixed Rate of 4.00% per annum unti! the stated maturity,
unless redecmed prior thereto. See “Redemption”™ herein. Intcrest on the Bonds will be payable semi-annually in
arrears on each June 1 and December ] of cach year, commencing on December 1, 2013,

Beneficial interests in the Bonds have been {ssued pursuant to a Book-Entry Only System (“Book-Entry
Only System™) maintained by The Depository Trust Company, New York, New York (“DTC"), as described below
under the caption Book-Entry Only System. Under the Indenture, the 1ssuer may appoint a successor securitics
depository to DTC. (DTC, together with any such successor securities depository, is hereinafter referred to as the
“Securitics Depository”). The following information is subject in its entirety to the provisions described below
under the caption Book-Entry Only System while the Bonds are in the Book-Entry Only System.
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Form and Denomination of Bonds; Payments on the Bonds
nera

The Bonds have been issued oniy as fully registered bonds, without coupons, in denominations of $5,000 or
any integral multiple thereof (an “Authorized Denomination™). The Bonds have been registered in the name of Cede
& Co,, as registered owner and nominee of DTC. DTC acts as securities depository for the Bonds and individual
purchases of Bonds may be made in book-entry form only. So long asthe Bonds are in book-entry only form,
purchasers of Bonds will not receive certificates representing their interest in the Bonds purchased. So long as Cede
& Co, is the registered owner of the Bonds, as nominee of DTC, references herein to the Bondholders or registered
owners or holder shall mean Cede & Co., and shall not mean the Beneficial Owners (as defined below) of the
Bonds.

So long as Cede & Co. is the registered owner of the Bonds, principal of, premium, if any, and interest on
the Bonds are payable to Cede & Co., as nominee for DTC, which will, in turn, remit such amounts to the DTC
Participants (as defined below) for subsequent disbursement to the Beneficial Owners. See — Book-Entry Only
System below,

The Bank of New York Mellon Trust Company, N.A, has been appointed as Trustee and Paying Agent
under the Indenture. The Designated Office of the Trustes and Paying Agent is located, Initially, in New Albany
Ohio. The Company and its affiliates maintain banking relationships with The Bank of New York Mellon Trust
Company, N.A. and Qs affitiates. The Bank of New York Mellon Trust Company, N.A, and its affiliates serve as
trustee under various indentures with, or for the benefit of, the Company and its affiliates,

Neither the Issucr nor the Trustee shall be required to make any transfer or exchange of any Bond during
the ten Business Days prior to the mailing of a notice of Bonds selected for redemption or, with respect to a Bond,
after such Bond or any portion thercof has been selected for redemption. Registration of transfers and exchanges
shall be made without charge to the Bondholders, except that any required taxes or other governmental charges shall
be paid by the Bondholder requesting registration of transfer or exchange.

Interest

The Bonds will bear interest at a Fixed Rate of 4.00% per year from June 3, 2013 until the stated maturity,
unless redeemed prior thereto. Interest on the Bonds witl be payable semi-annually in arrcars on ¢ach June [ and
December 1, commencing December 1, 2013, Each payment of interest shall include interest accrued through the
day before such interest payment date, Interest on the Bonds will be computed on the basis of a 360-day year
consisting of twelve 30-day months.

Payments of Interest on the Bonds are payable when due to the registered owner thereof whose name
appears in the bond register kept by the bond registrar as of the closc of business on the Regular Record Date {as
defined below) by check mailed on the interest payment date, provided that any registered owner of $1,000,000 or
more In aggregate principal amount of the Bonds may, upon written request given to the Paying Agent at least five
Business Days (as defined below) prior to an interest payment date designating an account in a domestic bank, be
paid by wire transfer of immediatcly available funds. 1fany intcrest payment date, redemption date or the maturity
date Is not a Business Day, we will pay all amounts due on the next succeeding Business Day and no additional
interest will be paid.

*Business Day” means any day other than a Saturday or Sunday or other than a day on which commercial
banks located in all of the cities in which the Principal Offices of the Trustee, the Paying Agent or the Remarketing
Agents arc located are authorized by law or reguiation o close or on which the New York Stock Exchange is closed.

“Reguiar Record Date™ means the fifteenth day of the calendar month preceding the relevant interest
payment date.
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Security

The Bonds are special obligations of the [ssuer, the principal of and premium, if any, and interest on which
are payable solely from, and secured by a pledge of, the Installment Payments made by the Company under the
Agreement, The pledge does not extend to funds to which the Trustee is entitled in its own right as fees,
reimbursement, Indemnity or otherwise. The Bonds are not secured by a mortgage or security interest In the
Facllities or any other property of the Company.

The Bonds shall be deemed not 10 constitute a debt of the State of Texas, the Issuer, or of any other
political corporation, subdivision, or agency of the State or a pledge of the faith and credit of any of them, No
recourse shall be had for any claim based on the Agreement, the Indenture, or the Bonds against any member,
officer or employee, past, present or future, of the Issuer, or of any successor body thereto, either direcily or through
the Issuer, or any such successor body, under any constitutional provision, statute or rule of law or by the
enforcement of any assessment or penalty or otherwise. Neither the State of Texas, the Issuer, nor any political
corporation, subdivision, or agent of the State of Texas shall be obligated to pay the Bonds and neither the faith and
credit nor the taxing power of the State of Texas, the Issuer, or any other political corporation, subdivision, or
agency is pledged to the payment of the principal of, redemption premium, ifany, or interest on, or Purchase Price
(a3 defined below) of, the Bonds. The Bonds are special revenue obligations of the Issuer payable solely from the
sources described herein and the holders thereof shall never have the right to demand payment from monceys derived
by taxation or any revenues of the Issuer except the funds pledged to the payment thereof,

Tender

The owner of a Bond docs not have the option 1o require the purchase of his or her Bonds, nor are the
Donds subject to mandatory tender except as described below under Redemption ~ Optional Redemption.

Redemption
The Bonds are subject to redemption as described below:

Optional Redemption. The Bonds will be subject 10 redemption prior 1o maturity at the option of the
Issuer, upon written direction of the Company delivered to the Trustce and the Paying Ageni, In whole or in part
(and if in part In an Authorized Denomination) on any Business Day on or after June 3, 2023, at a redemption price
equal to 100% of the principal amount of the Bonds called for redemption plus accrued interest to the date fixed for
redemption.

Purchase in Lieu of Optional Redemption. As an alternative to optional redemption, the Company may

elect to purchase the Bonds vla a mandatory tender for purchase at a purchase price equal to the principal amount of
the Bonds to be purchased plus accrued interest to the purchase date (the “Purchase Price™).

Extraotdinary Optional Redemption. The Bonds are subject to redemption in whole on the next Interest
Payment Date for which notice of redemption can be glven, at a redemption price equal to the aggregate principal
amount of the outstanding Bonds plus accrued intcrest thereon to the redemption date, without premiun, upon
receipt by the Trustee and the Paying Agent of a written notice from the Company stating that any of the following
events has occurred within the preceding 270 days and that it intends to exercise i1s option to effect the redemption
of the Bonds as a whole:

(a) as a result of any change In the Constitution of the State of Texas or the Constitution of the United
States of America or of any legislative or administrative action (whether state or federal), or of any final decree,
judgment or order of any court or administrative body (whether state or federal), the obligations of the Company
under the Agreement shall have beeome unenforceable or impossible of performance in any material respect in
accordance with the intent and purposc of the partics as expressed in the Agreement; or

(b) following a change in the use of or abandonment of the Facilities or any portion thercof or the
Plant, the Company has been unable after reasonable effort to obtain an opinion of Bond Counscl to the effect that
interest on the Bonds remains exempt from federal Income tax (other than for Bonds in the hands of 2 “substantial
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user” of the Facilities or a “refated person™ as those terms are used and defincd in the applicable federal income tax
law); provided, however, that if the Company obtains an opinion of Bond Counsel to the effect that, upon
redemption of only a portion of such Bonds, interest payable on the remainder of the Bonds would remain exempt
from federal income tax (other than for Ronds in the hands of 8 “substantial user” of the Facilities or a “related
person” as thosc terms are used and defined in the applicable federal income tax law), the Company may redeem the
Bonds in such part as necessary to obtain the opinion of Bond Counsel.

Extraordinary Mapdatory Redemption. The Bonds are subject to mandatory redemption in whoele, or in

part at any tirne if such partial redemption will preserve the exemption from federal income taxation of interest on
the remaining outstanding Bonds, at a redemption price equa! to the principal amount thereof together with unpaid
interest necrued to the date fixed for redemption, snd without premium, if (a) s fina! decree or judgment of any
federal eourt, in which the Company participates to the extent it deems sufficient, or (b) a final action by the Internal
Revenue Service (*IRS™), in proceedings in which the Company participates to the extent it deems sufficient,
determines that the interest paid or payable on Bonds to & person, other than, as provided in the Code or the Internal
Revenue Code of 1954, as amended (the “1954 Code™), as applicable, & “substantial user” of the Facifities or a
“related person™, is or was Includable in the gross Income of the owner thereof for federal income lax purposes, as a
result of the failure by the Company to observe or perform any covenant, condition or agreement on its part to be
observed or performed under the Agreement or the inaccuraey of any representation by the Company under the
Agreement or reccipt by the Company of an opinion of Bond Counsel to such ¢ffect obtained by the Company and
rendered at the request of the Company; provided, however, that no deeree or judgment by any court or action by the
IRS shall be considered finai unless the registered owner involved in such proceeding or action (i) gives the
Company and the Paying Agent prompt written notice of the commencement thereof and (if) if the Company agrees
to pay all expenses in connection therewith and to indemnify such registered owner against all liabilities in
connaction therewith, offers the Company the opportunity to control the defense thereof. Any such redemption shall
be made on a date determined by the Paying Agent not more than 180 days after the date of such final decree,
judgment or action. The Paying Agent shall give the Issuer, the Trustee and the Company not less than 45 days
written notlec of such date.

Notice of Redemption. At least 30 days prior to any date fixed for redemption of the Bonds, the Paying
Agent shall give notice of any redemption by sending such notice by (i) first-ciass mail to the Owner of each such
Bond to be redeemed in whole or in part; (ii) by cettified mail, retum receipt requested, to DTC (so long as it owns
all the Rends), and upon request, 1o any person or entitics which provide evidenee acceptable to the Paying Agent
that such person has & legal or beneficial interest in at least $1,000,000 in principal amount of such Bonds; and (iif)
by certified mail, return reeeipt requested, or by overnight delivery, received by the registered depositorics at least
two (2) days prior to the general publication date for such redemption notices and to be received by at icast two (2)
of the national information services that disseminate bond redemption notiees on or before the general mailing date
for such notices; provided, however, that the failure to send, mail or receive such notice described above, or any
defect therein or in the sending or mailing thereof, with respect to such Bonds shall not affeet the validity or
effectiveness of the proceedings for the redemption of any other Bond. In addition, within sixty (60) days after the
redemption date an additional redemption notice shall be sent to any Owner of the Bonds being redeemed who has
not surrendered Bonds for redemption during the thirty (30) day period following the redemption date and to any
person or entities having Jegal or beneficial ownership interest in at least $1,000,000 in principai amount of such
Nonds which have not been surrendered.

All notices of redemption shail state (i) the redemption date; (ii) the redemption price; (iii) the
identification, including complete designation (including series) and issue date of the Bonds and the CUSIP number,
certificate number (and in the case of partial redemption, the respective principal amounts), interest rates and
maturity dates of the Bonds to be redeemed; (iv) that on the redemption date the redemption price will beeome due
and payable upon each such Bond, and that interest thereon shall cease to acerue from and after snid date; and (v)
the name and address of the Trustee and the Paying Agent for such Bonds, including the piace where such Bonds are
to be surrendered for payment of the redemption price thercfor. If at the time of mailing of notice of any optional
redemption in connection with a refunding of all or & portion of the Bonds the Company shall net have deposited
with the Trustee moneys sufficient to redeem all of the Bonds ealled for redemption, such notice may state that it is
conditional in that it is subject to the deposit of the proceeds of refunding bonds with the Trustee not later than the
redemption date, and such notice shall be of no effect unless such moneys are so deposited.
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Partial Redemption. If fewer than all of the Bonds are called for redemption, the Company may designate
the principal amount of Bonds to be redeemed, and the Bonds to be redeemed shall be selected in a fair and
equitable manncr by the Paying Agent from among all the Bonds then outstanding. Each minimum increment of
Authorized Denominations represented by any Bond shall be considered a separate Bond for purposes of selecting
the Bonds to be redcemed. Bonds representing any unredeemed balance of the principal amount of the Bonds being
redeemed shall be issucd to the Owner thereof without charge therefor.

BOOK-ENTRY ONLY SYSTEM

DTC, New York, New York, acts as securities depository for the Bonds. The Bonds will be issued as fully-
registered bonds registered in the name of Cede & Co. {DTC's partnership nominee) or such other name as may be
requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued for each
subserles ofthe Bonds, each in the aggregate principal amount of such subserics, and will be deposited with DTC,

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation® within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
reglstered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended (the “1934
Act™). DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC's
participants (*Direct Participants™) deposit with DTC. DTC also facilitates the post trade setilement among Direct
Participants of sales and other securities transactions In deposited securitics through cle¢tronic computerized book-
entry transfers and pledges between Direct Participants® accounts, This eliminates the need for physical movement
of securities. Direct Participants include both U.S. and non-U.S. securitics brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC™). DTCC is the holding company for DTC, National Securilics
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.5. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, cither direetly or indireetly (“Indirect
Participants™). The DTC rulcs applicable to its Participants are on file with the Sccurities and Exchange
Commission (“SEC"). More information about DTC ¢an be found at www.diee.com (it being undersiood that
information availablc at this website Is not ineorporated herein by reference),

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants® records. Beneficial Owners
will not receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive
written confirmatjon providing details of the transaction, as well as periodic statements of thelr holdings, from the
Direct or Indireet Participant through which the Bencficial Owner entered into the transaetion. Transfers of
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Bonds, except in the event that usc of the book-entry-only system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the
name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such
other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Bonds; DTC's records reflect only the identity of the Direct Participants 1o whose aceounts
such Bonds are credited, which may or may not be the Beneficial Owners, The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direet Participants to
Indirect Participants, and by Dircet Participants and Indirect Participants to Beneficial Owners wiil be governed by
arrangements among them, subject to any statutory or regulatory requircments as may be in cflect from time to time.



KPSC Case No. 2013-00410

Attorney General's First Set of Data Requests
Dated December 20, 2013

Item No. 14

Attachment 6

Page 9 of 104

Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redetnptions, tenders, defaults and proposed amendments to the
Bond documents. For example, Bencficial Qwners of the Bonds may wish to ascertain that the nominee holding the
Bonds for their benefit has agreed to obtain and transmit notices to Bencficial Owners. In the altemative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices be
provided directly to them.,

Redemption notices shall be sent to DTC. If less than all of the Bonds within a subseries are being
redeemed, DTC's practice Is to determine by Jot the amount of the interest of each Direct Participant in such Bond to
be redecmed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Bonds
unless authorized by a Dircct Participant in accordance with DTC's procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede &
Ce.’s consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on the record
date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and principal and intcrest payments on the Bonds will be madc te Cede & Co., or
such other nominec as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detailed information from the Company or
the Trustee, on cach payable date in accordance with their respective hoidings shown on DTC's records. Payments
by Participants to Beneficial Owners will be govemed by standing instructions and customary practices, as is the
case with securities held for the aceounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, the Company, the Trustee or the [ssucr, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds and principal and
interest payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of
DTC) is the responsibility of the Trustee, disbursement of such payments to Direct Participants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its
Participant, to the Trustee and Remarketing Agent, and shall effect delivery of such Bonds by causing the Direct
Participant to transfer the Participant’s interest in the Bonds, on DTC's records, to the Remarketing Agent. The
requirement for physical delivery of the Bonds in connection with an optional tender or 2 mandatory tender for
purchasc will be deemed satis fied when the ownership rights in the Bonds arc transferred by Dircct Participantson
DTC's records and followed by n book-entry credit of tendered Bonds to the Remarketing Agent’s DTC account.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving
reasonable notice to the Issucr or the Trustee. Under such circumstances, in the event that a successor depository is
not obtained, certificates for the Bonds are required to be printed and delivered.

The Issuer may decide to discontinuc use of the system of book-entry transfers through DTC (or a
successor depository). In that e vent, certificates for the Bonds will be printed and delivered and thereafler, transfer,
exchange, and replacement of Bonds would be govemed by the applicable terms of the Indenture,

The information in this section conceming DTC and DTC's book-entry-only system has been obtained
from sources that the Issuer, the Company, the Remarketing Agents and the Trustee believe to be reliable, but none
of the Issuer, the Company, the Remarketing Agents or the Trustee takes any responsibility for the accuraey thereof.
None of the Issuer, the Company, the Remarketing Agents or the Trustee has any responsibility for the performance
by DTC or its Participants of their respective obligations as described herein or under the nles and procedures
governing their respective operations.

NONE OF TIIE ISSUER, TIIE REMARKETING AGENTS, TIIE COMPANY, THE TRUSTEE OR ANY
AGENT FOR PAYMENT ON OR REGISTRATION OF TRANSFER OR EXCHANGE HAVE
RESPONSIBILITY WITLl RESPECT TO (1) TILEE ACCURACY OF TIIE RECORDS OF THE SECURITIES
DEPOSITORY OR ANY PARTICIPANT AS TO THE BENEFICIAL OWNERSHIP OF THE BONDS; (1I) TIIE
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DELIVERY OF EITHER NOTICES OR PAYMENT TO ANY PARTY OTHER THAN THE SECURITIES
DEPOSITORY OR ITS NOMINEE AS REGISTERED OWNER OF THE BONDS; (1) ANY CONSENT GIVEN
OR OTHER ACTION TAKEN BY THE SECURITIES DEPOSITORY OR ITS NOMINEE AS TIIE OWNER OF
RECORD OF ALL ISSUED AND OUTSTANDING BONDS; OR {(tV) THE SELECTION BY TIIE SECURITIES
DEPOSITORY OR ANY PARTICIPANTS OR ANY BENEFICIAL OWNERS TO RECEIVE PAYMENT IN
THE EVENT OF A PARTIAL REDEMPTION OF BONDS.

THE AGREEMENT

In addition 1a the deseription of certain pravisions af the Agreement contained elsewhere herein, the
following Is a brief summary af certain provisions of the Agreement and does not purport to be comprehensive or
definitive. All references herein to the Agreement are qualified in their entirety by reference to the Agreement for the
detailed pravisions thereof.

Use of Bond Proceeds

The Bonds were issued to provide funds to refund the Refunded Bonds. Upon the sale of the Bonds, the
procceds of the Bonds were transferred to the trustee for the Refunded Bonds and used to redeem the Refunded
Bonds.

Installment Payments

The Company will make Installment Payments under the Agreement to fund payments on the Bonds in
such amounts which, together with other moneys available therefor in the Bond Fund or the Bond Purchase Fund
created under the Indenture, will be sufficient to pay when due the principal of, premium, if any, and interest on and
Purchase Price for the outstanding Bonds as they shal! mature, be redeemed, be purchased or deemed purchased or
otherwise become due as provided in the Indenture. The Company shali make such payments directly to the Trustee
or the Paying Agent, as appropriate, for the aceount of the Issuer.

Installment Payment obligations of the Company under the Agreement wil! be absolute and unconditional,
and the Company wili make such payments frec of any deductions and without abatement, diminution or setofT. In
the event that the Company fails to make any such payments, the item or installment so in default will continue as an
obligation of the Company untii the amount in defauit has been fully paid.

Other Payments Under The Agreement

In addition to the Installment Payments, the Company agrees fo pay laxes, assessments and other charges of
any kind whatsoever that may at any time be lawfuliy levied or imposed with respect to the Facilities or the
Instaifment Payments under the Agreement and aii costs and expenses of the operations and maintenance of the
Facilitics. The Company also agrees to pay ¢erlain costs and expenses of the Issuer and the Trustee in connection
with the Bonds and to indemnify such partics against certain liabilities arising in connection with the sale of the
Bonds and the execution and delivery of the related bond documents.

Corporate Existence

The Company shaii maintain its legal existence, wili not dissoive or otherwise dispose of ali or
substantially ali of its assets and will not consolidate with or merge into another entity or permit one or more other
entities to consolidate with or merge into it; provided that the Company may, without violating the Agreement, (a)
consolidate with or merge into another domestic entity {i.c., an entity organized and cxisting under the laws of one
of the states of the United States of America, the District of Columbia or under the laws of the United States of
America) or permit one or more other such entities to consolidate with or merge into it; or (b) sell or otherwise
transfer, to anothec such entity, ali or substantially all of its assets, and, if it so elects, thercafter dissolve; provided,
in each of (a) and {b), that such surviving, resuiting or transferee entity shail have irrevocably and unconditionally
assumed the due and prompt performance of ali of the obligations ofthe Company under the Agreement in the
manner described under Assumption below.
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Asslgnment

The Company may assign its interest in, or any rights and obligations under, the Agreement (a) to another
entity provided that the Company, under the terms of any such assignment, shall remain and be primarily
responsible and liable for all of its obligations under the Agreement, including particularly the making of all
payments required thereunder, when due if the entity to which an interest in the Agreement is assigned fails to
perform such obligations; or (b) to one or more other entities in connection with a transaction permitted under the
terms of the Agreement as described in Corporate Existence above;, provided that one or more of such transferee
enlity or entities, or any entity controlling such enlity or entitics, shall have Irrevocably and unconditionally assumed
the due and prompt performance of ali of the obligations of the Company under the Agreement in the manner
described under “Assumption” below,

Assumption

Any rrevocable, unconditional assumption of the due and prompt performance of ail of the obligations of
the Company under the Agreement by an entity or entities (coilectively, the “Assignee”) permitted under the
Agreement (“Assumption™) shail be evidenced by an instrument deiivered concurrentiy with such assumption to the
Issuer, the Paying Agent and the Trustee. Ifa transaction occurs pursuant to and as permitted by the Agreement in
which the Company, either alone or collectively with other entities, is not the Assignee, the Company shail be
relieved of iiability under the Agreement. Ifan Assumption occurs, the Assignee shaii be and act as the Company
for all purposes of the Agreement.

Defaults and Remedies

The Agreement provides that the occurrence and continuation of any one of the following shall constitute
an “Event of Default” thereunder:

(a) failure by the Company to pay Instaliment Payments with respect to principal of or premium on
any Bond at the times specificd therein;

() failure by the Company to pay Installment Payments with respect to interest on any Bond at the
times specified therein;

(©) failure by the Company to pay Installment Payments with respeet {o the Purchase Price of any
Bond at the time's specificd therein and the continuation of such failure for a period of one Business Day or more;

(d) failure by the Company to observe and perform any covenant, condition or agreement on its part
required to be observed or performed in the Agreement, other than as referred to in (a). (b} or (¢} above, for a period
of 90 days after receipt by the Company of written notice specifying such failure and requesting that it be remedied,
given to the Compony by tie Issuer or the Trustee, unless the Issuer and the Trustee (with the requisite bondholder
consent) shall agree in writing to an extension of such time prior to its expiration; provided, however, that if the
failure stated in the notice can, in the reasonoble judgment of the Company, be corrected but eannot be corrected
within the applicoble period, the Issuer and the Trustee will nol unreasonably withhoid their consent to an extension
of such time if corrective action is instituted within the applicoble period and diligentiy pursued unti! the default is
corrected;

() certain events of dissolution, liquidation, insclvency, bankruptcy or reorgonization involving the
Company; or

(f} an “Event of Default” (as defined in the Indenture} has occurred and is continuing under the
Indenture.

The provisions of paragraph (d) above are subject to the following limitations: if by reason of acts of God,
strikes, lockouts or other industrial disturbances; acts of pubiic encmics; orders or regulations of any kind of the
government of the United States of America or of the State of Texas or any of their departments, agencies, political
subdivisions, or officials, or any civi] or military authority; insurrections; riots, epidemics; landslides; lightning:
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earthquakes; tidal waves; fires; hurricanes; tornadocs; blue northers; other storms; floods; washouts; droughts;
artests; restraints of government and people; eivil disturbanees; explosions; breakage or accident to machinery,
transmission pipes, transmission facilities or canals; partial or entirc failure of utilities; shortages of labor, material,
supplics or transportation; or any other cause or event not reasonably within the control of the Company
{collectively, “events of force majeure™), the Company Is unable in whole or in part to carry out the agreements on
the Company's part contained in the Agreement, the Company shall not be deemed In default during the continuance
of such inability., The Company, however, will use its best efforts to remedy with all reasonable dispatch the eause
or eauses preventing the Company from carrying out such agreements; provided, that the settlement of strikes,
lackouts and other industria] disturbances shall be entirely within the diseretion of the Company, and the Company
shall not be required to make settlement of strikes, lockouts, and other industrial disturbances by acceding to the
demands of the opposing party or parties when such course is, in the judgment of the Company, unfavorable to the
Company. The occurrence of any event of force majeurs shall not suspend or otherwise abate, and the Company
shall not be relieved from, any obligation under the Agreement to the extent that the faiture of the Company to
observe or perform any such obligation would result in the failure to pay when due the principal of, premium, if any,
and Interest on, or the Purchase Price for, the Bonds or would result in the interest on Bonds beeoming includable in
the gross Incomne of the owners thereof for federal income tax purposes,

The above provisions, however, are subject to the conditions that, afler any such Event of Default under the
Agreement, subjeet to and as provided in the Indenture, the Trustee, with the requisite bondholder consent, will
waive such Event of Default and rescind and annul any remedial step theretofore taken by it or by the Issuer with
respect to such default and its consequences; but no such waiver, rescission or annulment shall extend to or affect
any subsequent default or impair any right or remedy consequent thereon,

Whenever any Event of Default under the Agreement shall have occurred and Is continuing, the Issuer,
with the written consent of the Trustee, or the Trustee may take any one or more of the following remedial sieps but
only if acceleration of the principal amount of the Bonds has been declared pursuant to the Indenture:

(a) by notice in writing to the Company, declare the unpaid Instaliment Payments to be due and
payable immediately, If concurrently with or prior to such netice the unpaid principal amount of the Bonds has been
declared to be due and payable under the Indenture, and upen any such declaration the Insiallment Payments
payable under the Agreement shall become and shall be immediately due and payable in the amount equal to the
principal of and all acerued interest on the Bonds (without premium); provided, however, that an Event of Default
shall be deemed waived and a declaration accelerating payment of unpaid Installment Payments payable under the
Agreement shall be deemed reseinded without further aetion on the part of the Trustee or the Issuer upon any
rescission by the Trustee of the corresponding declaration of acceleration of the Bonds under the Indenture;

) whatever action at law or in equity may appear necessary or desirable to eolleet the payment and
other amounts then due or to enforce performance and observance of any obligation, agreement or covenant of the
Company under the Agreement,

The Company has covenanted that, in case an Event of Default shall oceur with respect to the payment of
any Instaliment Payment then payable, upon demand of the Trustee, the Company will pay the whole amount that
then shall have become due and payable, with interest (to the extent permitted by law) on such amount, at the rate of
interest borne by the Bonds at the time of such failure, from the due date thereof until paid.

In case the Company shall fail to pay such amounts upon such demand, the Trustee shall be entitled and
empowered to Institute any action or proceeding at law or in equity for the eollection of the sums so due and unpaid,
and may prosecute any such action or proceeding to judgment or final decree, and may enforce any such judgment
or final decree against the Company and collect, in the manner provided by law out of the property of the Company,
the moneys adjudged or decreed to be payable,

Certain Covenants Regardlng Arbitrage and Tax Exemptlon

The Issuer and the Company have agreed not to knowingly take any action or omit to take any action,
which would result in a loss of the exemption from federal income taxation of interest on the Bonds by virtue of the
Bonds being considered “arbitrage bonds™ within the meaning of Section 148 of the Code.
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The Issuer and the Company have agreed to refrain from taking any action which would adversely affect,
and to take such action to assure, the treatment of the Bonds as abligations described in Section 103(a) of the Code,
the interest on which is not includable in the “gross income™ of the holder {other than the income of a “substantial
user” of the Facilities or a “related person” within the meaning of Section 147(a) of the Codc or Section 103(b)(13)
of the 1954 Code, as applicable) for purposcs of federal Income taxation.

As diseussed more fully under TIHE FACILITIES, the Company sold its Interest in the Plant to unaffiliated
third partics, The Company secured a covenant from such purchasers that, to the extent the purchased interest
controls the Facilities, the Facitities will continuc to be used for a tax-exempt purpose. A change In use of the
Facilities by a subsequent owner, however, could adversely affect the tax-exempt status of the Bonds, which could
result in a breach of the covenant described in the paragraph immediately above and thereby cause an Event of
Default under the Indenture or result in an extraordinary mandatory redemption of the Bonds,

Amendment of Agreement

The [ssuer and the Company may, in accerdance with the Indenture, without the consent of, or notice to,
the Bondholders, enter Into an amendment to the Agreement, for any one or more of the following purposes:

(i) to cure any ambiguity, formal defect or omission in the Agreement or to make such other changes
which shall not have a material adverse effect upon the interests of the Bondholders;

(i) to grant te or confer upon the Trustee, for the benefit of the Bondhelders, any additional rights,
remedies, powers or quthorities, or any additional security, that may lawfully be granted to or conferred upon the
Owners or the Trustee;

(iip) to subject to the Indenture additional revenues, properties or collateral;

(iv) to add to the covenants and agreements of the Issuer contained in the Agreement other covenants
and agreements thereafter to be observed for the protection of the Bondholders or to surrender or limit any right,

power or authority therein reserved to or conferred upon the Issuer;

(v) effective upon any Conversion Date, to make any amendment affecting only the Bonds being
converted;

(vi) to add provisions relating to the partial conversion of Bonds to a new Mode;
{vii)  to conform to the requirements of any Rating Agency;
(viii)  to add or modify provisions permitting 8 mandatory tender of Bonds in licu of redemption;

(ix) to add provislons permitting the addition of a credit facility or liquidity facility;

(x) to make any change related to the Bonds that docs not materially adversely affect the rights of any
Bondholder; and
(xi) to implement any suecession to or assignment by the Company in accordanee with the provisions

of the Indenture and the Agreement,

Subjeet to certain terms and provisions of the Indenture, and exclusive of the purposes described in
subparagraphs (i) through (xi) above, the Owners of a majority in aggregate principal amount of the Bonds then
outstanding will have the right, from time to time, to approve amendments deemed necessary and desirable by the
Issuer and the Company for the purposes of modifying, altering, amending, adding to or rescinding any of the terms
or provisions contained in the Agreement, as it may be amended from time to time,
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TIIE INDENTURE

In addition to the description of certain provisions of the Indenture contained elsewhere herein, the
Sollowing is a brief summary of certain pravisions af the Indenture and does not purport to be comprehensive or
definitive. All references herein to the Indenture are qualified in their entirety by reference 10 the Indenture for the
delailed pravisions thereof.

Bond Fond

The Indenture ereates and establishes with the Trustee a trust fund designated the “Matagorda County
Navlgation District Number One, Pollutian Control Revenue Refunding Bonds (AEP Texas Central Company
Project) Series 2008 Bond Fund” (“Bond Fund”), which will be used solely for the payment of the principal of,
premium, if any, and interest on the Bonds. All Installment Payments made by the Company in connection with
principal of, premium, if any, and interest on the Bonds wiil be made to the Trustee for deposit in the Bond Fund,
‘There shall be deposited into the Bond Fund, when received: (i) all payments specified in the Agreement (except for
certain payments of fees, expenses, and indemnification arising out of the Issucr’s Unassigned Rights (as defined in
the Agreement)); (i) all moneys required to be so deposited in connection with any redemption of the Bonds; (iii)
any amounts directed to be transferred into the Bond Fund pursuant to any provision of the Indenture, and (iv) all
other moneys when received by the Trustee which are required 1o be deposited in the Bond Fund or which are
accompanied by directions that such moneys are to be paid into the Bond Fund.

Moneys held in the Bond Fund shall be used solely for the payment of the principal of, premium, if any,
and interest on the Bonds on the dates due for the payment of redemption thereof. The Issuer has authorized and
directed the Trustee to withdraw sufficient funds from the Bond Fund to transfer to the Paying Agent to pay the
principal of, premium, if any, and interest on the Bonds as the same become due and payable, which authorization
and direction the Trustee has accepted.

Bond Purchase Fund

The Indenture creates and establishes with the Paying Agent a separate fund designated the “Bond Purchase
Fund” (the “Bond Purchase Fund™). The Bond Purchase Fund shall consist of two sub-accounts to be designated
respectively the “Remarketing Account™ and the “Company Purchase Account™. Proceeds from the remarketing of
tendered Bonds will be deposited by the Paying Agent, when and as received from the Remarketing Agent, inio the
Remarketing Account. Installment Payments with respect 10 the Purchase Price of the Bonds are to be deposited by
the Paylng Agent by and on behalf of the Comnpany in the Company Purchase Account,

‘The Paying Agent shall disburse funds from the Remarketing Account to pay the Purchase Price of Bonds
properly tendered for purchase upon surrender of such Bonds, The Paylng Agent shall disburse funds from the
Company Purchase Account, to pay the Purchase Price of Bonds properly tendered for purchase upon surrender of
such Bonds,

‘The owner of a Bond does not have the option to require purchase of his or her Bond.
Investment

Except as provided in the Indenture, any moneys held as part of the Bond Fund shall be invested or
reinvested by the Trustee as provided In wrltten instructions of the Company solely in Permitted Investments (as
defined in the Indenture). Moneys held as part of the Bond Purchase Tund are to be held uninvested.

Moneys Ileld in Trust

All moneys required to be deposited with or paid to the Trustee for the account of any fund under the
Indenture shall be held by the Trustee in trust and, except for (i) moncys in the Bond Purchase Fund and the Rebate
Fund (as defined in the Indenture), and (ii) moncys deposited with or paid to the Trustee for the redemption of
Bonds, notice of the redemption for which has been duly given, shall, while held by the Trustee, be part of the trust
estate and be subject to the security interest created by the Indenture.
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Events of Default and Remedies
The Indenture provides that each of the foilowing constitutes an “Event of Defauit” thercunder:

(a) default in the due and punctual payment of the principai of or premium, if any, on any
outstanding Dond, as the same shalf become due and payable, whether at the stated maturity thereof, upon
any proceedings for redemption, or upon the maturity thereof by deeiaration of acceleration;

(b) defauit in the due and punetual payment of the inlerest on any outstanding Dond, as the
same shall become due and payablc;

(c) default in the due and punctual payment of the Purchase Price of any oulstanding Bond,
as the same shaii become due and payabie and the continuation of such default for a period of one Business
Day or more;

()] defauit by the Issuer in its performance or observance of any of the other covenants,
agreements ot conditions contained in the Indenture, and the continuation thereof without corrective action
for a period of 90 days afler receipt by the Issuer and the Company of notice given by the Trustee or the
Owners of not less than 25% in aggregate principal amount of all Bonds outstanding as specified in the
Indenture; or

(c) an Event of Default (as defined in the Agreement) has occurred and Is continuing under
the Agreement,

Ifany Event of Default occurs and is continuing, the Trustce may, and upon written request of the Owners
of at least 25% In principal amount of ail Bonds then outstanding, shall, by notice in writing to the Issucr and the
Company, declare the principai of ail Bonds then outstanding to be immediately due and payable, and upon such
deelaration the said principal, together with interest accrued thereon to the date of acceleration, shall become due
and payable Immediately at the place of payment provided therein, anything in the Indenture or in the Bonds to the
contrary notwithstanding. Upon the occurrence of any such acceleration, the Trustee shali immediately declare ail
Installment Payments under the Agreement to be due and payable immediately.

If, after the principa! of the Bonds has become due and payable, ail arrears of interest upon those Bonds are
paid by the Issuer, and the Issuer also performs all other things in respect to which it may have been in defayit under
the Indenture and pays the reasonabie charges of the Trustee and the Bondholders, including reasonable and
necessary attorncys® fees, then, and in every such case, the Owners of a majority in principai amount of the Bonds
then outstanding, by notiee to the Issuer and to the Trustee, may annul such acceleration and its consequences. No
such annulment shall extend to or affect any subsequent default or impair any right or remedy consequent thereor.

Upon the oceurrence of an Event of Defaull, the Trustee may pursue any availabic remedy by suit at law or
in cquity to enforce the payment of the principal of, premium, if any, and interest on the Bonds then outstanding,
and the performance by the Issuer of its obligations under the Indenture, inciuding, without timitation, the foliowing:
{a) by mandamus, or other suit, action or proceeding at law or in equity, enforce ali rights of the Bondholders and
require the Issuer to carry out its obligations under the Indenture and the Aets (as defined in the Indenture); (b) bring
suit upon the Bonds; (c) by action, suit or proceeding at law or in equity, require the Issuer to account as if it were
the trustee of an express trust for the Bondhoiders; and (d) by action, suit or proceeding at law or in equity, enjoin
any acts or things which may be unlawfui or In viciation of the rights of the Bondhelders,

Defeasance

Any Bond shali be deemed to have been paid and discharged when (i) payment of the principal of and
premium, if any, on such Bond plus the interest thercon to the due date thereof (whether such duc date be by reason
of maturity or upon redemption as provided in the Indenture or otherwise) either (a) shall have been made in
secordance with the terms of the Indenture, or (b) shail have been provided for by irrevocably depositing with the
Trustee (which shali irrevocabiy set aside such deposit exclusively for payment), in trust solcly for such payment,
any combination of (1) sufficient moneys provided by the Company te make such payment and/er (2) Government
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Obligations (as defined in the Indenture) acquired with moneys provided by the Company not subject to redemption
or prepayment and maturing as to principal and interest in such emounts and at such times as will in the opinion of
an independent certified public accountant delivered to the Trustee be sufficicnt to make such payment without
reinvestment (and there shall be no reinvestment); (ii) all necessary and proper fees and expenses of the Trustee and
the Paying Agent pertaining to the Bonds shall have been paid or, to the satisfaction of the Trustee and the Paying
Agent, provided for; (iii) the Trustee shai! have received in form satisfactory to it irrevocable instructions from an
authorized representative of the Company to redeem such Bonds on the date next following on which such Bonds
are required to be, or may at the option of the Owner be, tendered for purchase and either evidence that all
redemption notices required by the Indenture have been given or irrevocable instructions to the Trustee to give such
redemption notices has been given; and (iv) there shall have been delivered to the Trustee and the Issuer an opinion
of Bond Counsel to the effect that the deposit of such moneys wiil not adversely affect the excludability from gross
income for purposes of federa! income taxation of interest on any of the Donds,

Discharge of Lien

When g!f of the Bonds have been paid or deemed paid and the Issuer is not in default under any of the
covenants and promises contained in the Bonds and the Indenture, and if the Issuer shali pay or cause to be paid to
the Trustec all sums of money due or to become due according to the Indenture or the Bonds and the Agreement,
then the rights under the Indenture witi become nul! and void; provided, however, that the rights of the Trustee
under the Indenture to receive its fees, charges and expenses shalt survive the discharge of the Indenture unti! paid in
full. Sec the caption Defeasance above for a discussion of the conditions under which the Bonds will be deemed to
have been paid.

The Trustee; New York Paying Agent

To the extent permitted by law, the Trustee may invest in and treat itself as any other holder of the Bonds.
The Trustee may resign under the Indenture at any time after notice to the Issuer, the Company, the Paying Agent
and the Bondholders, such resignation to take effeet only upon the appointment of a successor Trustee. The Trustes
may be removed under the Indenture at any time by written notice signed by the Issuer and the Company and
detivered to the Trustee, the Paying Agent and the Bondholders. Such removal shall take effeet only upon the
appointment of a successor Trustee. Every successor Trustee may be appointed by the Issuer with the consent of the
Company and shall be a bank or trust company which (i) is organized as a corporation or banking assoclation and
doing busincss under the laws of the United States of America or any state thereof: (if) is authorized under such Jlaws
to exercise corporate trust powers and to perform al! the duties imposed upon it by the Indenture and the Agrecment;
(iii) is subject to supervision or examination by federal or state authority; (iv) has combined capita! and surplus of at
least $75.000,000; (v) shall not have become incapable of acting or have been adjudged a bankrupt or an insolvent
or have had a recciver appointed for itself or for any of its property or have had a public officer take charge or
control of it or is property or affairs for the purpose of rehabilitation, conservation or liquidation; and (vi) is an
institution rated or its holding company is rated at least “Baa3” by Moody’s Investors Services, Inc, (“*Moody’s")
{or Moody’s shall have provided written evidence that such successor Trustee is otherwise acceptable to Moody's) if
the Bonds are then rated by Moody's, and at least “BBB-" or “A-3" by Standard & Poor’s, a division of The
McGraw-Hill Companics (“S&P™) (or S&P shali have provided written evidence that such successor Trustee is
otherwise acceptable to S&P) if the Donds are then rated by S&P, Should the Trustee cease to be etigible to act as
trustee under the Indenture, it shali promptly notify the Owners of alt Bonds then outstanding, the Issuer, the Paying
Agent and the Company of such fact. The Issuer may appoint a temporary trustee untii the appointment of such
SuCCessor,

The Paying Agent is required to maintain an office, or have an agent with an office, in New York City at all
times that Bonds are outstanding.

Additlonal Notlces

Upon written request of any Owner of Bonds in an aggregate principal amount of at feast $1,000,000 (or
any person or entity which provides written evidence acceptable to the Trustee and the Paying Agent that such
person or entity has a legal or beneficial interest in Bonds in an nggregate principai amount of at least $1,000,000),
the Trustee or the Paying Agent, as appropriate, shall give an additional copy of any notice to be given by the
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Trustee or the Paying Agent, as appropriate, under the Indenture by first-class mail to a second address specified by
such Owner, person or entity. Any such additional notices shall be given simultaneously with the eriginal notices.

Upon written request of any person or entity which provides evidence acceptable to the Trustee and the
Paying Agent, os appropriate, that such person or enlity has a legal or beneficial interest in at least $1,000,000 in
principal amount of Bonds, the Trustee or the Paying Agent, as appropriate, shall for the calendar year in which such
request is recelved, provide one or more of the following as requested to such person or entity: (i) notices of
redemption; (ii) notices of defaull; iii) copies of ail notices to which such person or entity is entitled under the
Indenture to a specific second address; and (iv) outstanding balances by maturity, redemption history, including
redemption date, amount and source of funds and distribution of the eatl to maturity.

Supplemental Indentures

The Issuer and the Trustee, with the written consent of the Company, but without the consent of or notice to
the Bondholdcrs, may enter Into an indenture or Indentures supplemental to the Indenture, for any of the following
purposes:

{a) to cure any arnbiguity, formal defect or omission in the Indenture or to make such ether
changes which shall not have a material adverse effect upon the interests of the Bondholders;

(b) to grant to or confer upon the Trustee, for the bene fit of the Bondholders, any additional
rights, remedies, powers or authorities, or any additional seeurity, that may lawfully be granted to or
conferred upon the Bondholders or the Trustee;

(c) to subject to the Indenture additional revenues, properties or collateral;

(d) to modify, amend or supplement the Indenture, or any indenture supplemental thereto, in
such manner as to permit the qualification thereof under the Trust Indenture Act of 1939, as amended
(“Trust Indenture Act®) or any similar federal statute hereafter in effect, or to permit the qualification of the
Bonds for sale under the securities laws of any of the states of the United States and, if the Issucr so
determines, to add to the Indenture or any indenture supplemental thereto such other terms, eonditions and
provisions as may be permitted by the Trust Indenture Act or any similar federal statute;

(c) to 2dd to the covenants and agreements of the Issuer contained in the Indenture other
covenants and agreements thereafter to be obscrved for the protection of the Bondholders or to surrender or
limit any right, power or authority therein reserved to or conferred upon the Issuer;

H effective upon any Conversion Datc, to make any amendment affccting only the Donds
being converted, Including, without limitation, amendments relating te assignment of the Company’s
obligations under the Agreement and release of the Company with respect to liability therefor;

() to add provisions relating to the partial conversion of Bonds to a new Mode;

(h) to conform the Indenture to the requirements of any rating agency;

(i) to add or modify provisions permitting a mandatory tender of Bonds in lieu of
redemption;

)] to add provisions permitting the addition of a credit facility or a liquidity facility;

(k) to make any change related to the Bonds that does not materially adversely affect the
rights of any Bond Qwner; and

4] to implement any suecession or assignment by the Company in accordance with the
provisions of the Indenture and the Agrecment.



KPSC Case No, 2013-00410

Attorney General's First Set of Dala Requests
Dated December 20, 2013

ltem No. 14

Attachment 8

Page 18 of 104

Exclusive of the purposes described in subparagraphs {a) through (1) above, the Gwners of a majority in
aggregate principal amount of the Bonds then outstanding wili have the right, fram time to time, ta approve any
supplemental indenture deemed necessary and desirable by the Issuer for the purposes of modifying, altering,
amending, adding to or rescinding any af the terms or provisions contained [n the Indenture or any supplemental
indenture. No modification or altcration may be made without the consent of the holders of all Bonds then
outstanding and affected which permilts (i) an extension of the maturity of the principal of, or the time far payment
of any redemption premium or interest on, any Bond or a reduction in the principal amount of any Bond, or the rate
of interest or redemption premium thereon, or a reduction in the amount of, or extension of the time of any pryment
required by, any Bond; (ji) a privilege or priority of any Bond over any other Bond (except as provided in the
Indenture); (iii) a reduction in the aggregate principal amount of the Bonds required for consent to such a
supplemental indenture; (iv) the deprivation of the Owner of any Bond then outstanding of the iien created by the
Indenture; or {v) the amendment of the limitations described in this paragraph.

REMARKETING

Morgan Stanlcy & Co. LLC and The Huntington Investment Company {the “Serics 2008-1 Remarketing
Agents™) will act as remarketing agents for the Series 2008-1 Bonds and Weils Fargo Bank, National Association
and The Williams Capital Group, L.P. {the “Series 2008-2 Remarketing Agents”, and collectively with the Series
2008-1 Remarketing Agents, the “Remarketing Agents™) will act as the remarketing agents for the Series 2008-2
Bonds. Pursuant to separate Bond Remarketing Agreements (each, a “Remarketing Agreement”) to be entered into
between the Company and the respective Remarketing Agents, the Remarketing Agents will agree, subject to certain
conditions, to reoffer the Bonds on the Conversion Date to the public at a purchase price equal to 100% of the
principal amount thereof. The Company has agreed to pay a fee of $301,325, plus expenses to the Serics 2008-1
Remarketing Agents for the remarketing of the Scries 2008-1 Bonds and a fce of $300,000, plus expenscs to the
Series 2008-2 Remarketing Agents for the remarketing of the Serfes 2008-2 Bonds. Pursuant to the Remarketing
Agreements the Company has agreed to indemnify the Remarketing Agents and their respective officers, directors
and employees, against certain liabilities, including iiabilitics under the federal securitics laws,

ARer the Bonds are released for sale to the public, the reoffering price and other sclling terms may from
time to time be varied by the Remarketing Agents and such Bonds may be reoffered and sald to certain dealers
(including dealers depositing such Bonds into investment accounts) and others at prices lower than the public
reoffering price sct forth on the cover hereof.

In connection with this reoffering and in compliance with applicable law and industry practice, the
Remarketing Agents may overallot or effect transactions which stabilize, maintain or otherwise affect the market
price of the Bonds at levels above those which might otherwise prevaii in the open market, including entering
stabilizing bids. A stabilizing bid means the placing of any bid, or the effecting of any purchase, for the purpose of
pegging, fixing or maintaining the pricc of a security, In general, purchases of a security for the purposc of a
stabilization could cause the price of the security to be higher than it might be in the absence of such purchases.

Neither the [ssuer, the Company nor the Remarketing Agents make any representation or prediction as to
the direction or magnitude of any effect that the transactions described above may have on the price of the Bonds.
In addition, neither the Issuer, the Company nor the Remarketing Agents make any representation that the
Remarketing Agents will engage in such transactions or that such transactions, once commenced, will not be
discontinued without notice,

The Remarketing Agents and/or certain of their respective affiliates may engage in transactions with, and
from time to time have performed services for, the Company in the ordinary course of business.

Morgan Staniey, parent company of Morgan Stanley & Co. LLC, the Remarketing Agent for the Series
2008-I1Bonds, has entered into a retail brokerage joint venture with Citigroup Inc. As part of the joint venture,
Morgan Stanicy & Co. LLC wili distribute municipal securitics to retail investors through the financial advisor
netwark of a new broker-deaicr, Morgan Stanley Smith Bamcy LLC. This distribution arrangement became
effective on June 1, 2009. As part of this arrangement, Morgan Stanicy & Co. LLC will compensate Morgan
Stanley Smith Barncy LLC for its selling efforts with respect to the Bonds.
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Wells Fargo Securitics s the trade name for certain sccurities-related eapital markets and investment
banking services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National
Assoeiation.

Wells Fargo Bank, National Assoeiation (“*WFDBNA™), has entered into an agreement (the “Distribution
Agreement™) with itg affilinte, Wells Fargo Advisors, LLC (*WTA™), for the distribution of certain munieipal
securities offerings, including the Series 2008-2 Bonds. Pursuant to the Distribution Agreement, WFBNA wil!
share a portion of its remarketing agent compensation, as applicable, with respect to the Series 2008-2 Bonds with
WFA, WFDBNA also utilizes the distribution capabilities of its affiliates, Wells Fargo Sccurities, LLC (*WFSLLC")
and Wells Fargo Institutional Seeuritics, LLC (*WFIS"), for the distribution of municipal securities offerings,
including the Series 2008-2 Bonds. In connection with utilizing the distribution capabilities of WFSLLC, WFBNA
pays a portion of WFSLLC’s expenses based on it municipal securities transactions. WFBNA, WFSLLC, WFIS,
and WFA are each wholly-owned subsidiaries of Wells Fargo & Company.

CONTINUING DISCLOSURE AGREEMENT

The Company has agreed to deliver certain continuing disclosure information satisfying the requirements of
Rule 15¢2-12 (“Rule™) under the 1934 Aet. The Company will undertake in a written agreement for the benefit of
the holders and benefieial owners of the Bonds (the “Continuing Disclosure Undertaking™) to provide the Municipal
Securitics Rulemaking Board (“MSRB™) as the sole nationally recognized securities repository through the MSRD's
Elcetroniec Municipal Market Access (“EMMA”) certain financial and operating data conceming the Company. In
addition, the Company will undertake, for the benefit of the holders and beneficial owners of the Bonds, to provide
to the MSRDB through EMMA, in a timely manner (not in exeess of ten (10) business days afier the oceurrence of
such event), notices of any of the events enumerated in the Rute, Notices of the aforesaid events and any filing to be
made under the Continuing Diselosure Undertaking may be made solely by transmitting such fiiing to the MSRB
through EMMA as provided at ptip:/emniamsrhorg. See “APPENDIX C — FORM OF CONTINUING
DISCLOSURE UNDERTAKING" hercto.

Since November of 2008, several financial guaranty insurance providers sustained rating downgrades as a
result of the credit erisis. As a result of the downgrades of suech bond insurers, bonds insured by such financial
guaranty insurance policies were downgraded. The Company recently became aware that it had not provided
material event information described above regarding rating changes for bonds insured by finaneial guaranty
insurance policies or given notices of such failures to information repositories in accordanee with certain
continuing disclosure undertakings to whieh the Company was subject. After becoming aware of such failures, the
Company provided notices of sueh failures to the MSRDB and the Company has put in place procedures in order to
make such material event notices in the future,

The sole and exclusive remedy for breach or default under the Continuing Disclosure Undertaking is an
action to compel specifie performance of the undertakings of the Company and no person, including a holder of the
Bonds, may recover monetary damages thereunder under any circumstances. A breach or default under the
Continuing Disclosure Undertaking shall not constitute an event of default under the Indenture or the Agreement. In
addition, if all or any part of the Rule eeases to be in effect for any reason, then, subject to the terms of the
Continuing Disclosure Undertaking, the information required to be provided under the Continuing Diselosure
Undertaking, insofar as the provision of the Rule no longer in cffect required the provision of such information, shal
no longer be required to be provided.

TAX MATTERS
Oplnions

Ortginal Opinion. On the date of original issuance of the Bonds, McCall, Parkhurst & Horton L.L.P.,
Datlas, Texas, Bond Counsel, rendered its opinion that, in accordanee with statutes, regulations, published rulings
and court decisions existing on the date thereof (“Existing Law™), (a) interest on the Bonds would be exeludable
from the “gross income™ of the holders thereof, except for any holder who i3 trented pursuant to Scetion [47(a) of
the Code or Section 103(b)(13) of the 1954 Code, as applicable, as a “‘substantial user” of the Facilities or a “related
person” to sueh user; and (b) the Bonds wouid not be treated as “specificd private activity bonds”, the interest on
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which would be included as an altemative minimum tax preference item under Section 57{a)(5) of the Code. Such
opinion has not been updated. Since the date of the opinion, Bond Counsel has not been requested, nor has it
undertaken, to review any events that may have occurred since it rendered its opinion that might affect the tax-
exempt status of interest on the Bonds or that might change the opinion expressed herein. The original bond counsel
opinion speaks only as of its date. Except as staled above, Bond Counsel will express no opinion &s to any other
federal, state or local tax consequences of the purchase, ownership or disposilion of the Bonds. See Appendix B-1
for a form of such opinion.

In rendering its opinion, Bond Counsel relied upon (a) information furnished by the Company, and
particularly written representations of officers and agents of the Company with respect to certain material facts that
are solcly within their knowledge relating to the use of the proceeds of the Bonds, the Refunded Bonds and certain
obligations of the Issuer refinanced with the proceeds of the Refunded Bonds, and the construction, use and
management of the Facilities, and (b) cavenants of the Issuer, the Company and the Trustce with respect to
arbitrage, the application of the proceeds to be received from the issuance and sale of the Bonds, the Refunded
Bonds, and certain obligations of the Issuer refinanced with the proceeds of the Refunded Bonds and certain other
matters. Failure of the Issuer or the Company to compiy with these representations or covenants could cause the
interest on the Bonds to become includable in gross income retroactively to the date of issuance of the Bonds.

Conversion Opinion. Upon conversion of the interest rate on the Bonds, Band Counsel will render its
conversion opinion to the cffect that the conversion of the interest rate is permitted under the Indenture and will not,
in and of itself, adversely affect the exclusion of the interest on the Bonds from the gross income of the owners of
the Bonds for federal income tax purposes. Scc Appendix B-2 for the proposed form of such opinion.

Except as stated above, Bond Counsel will express no opinion as to any other federal, state, or local tax
consequence of acquiring, carrying, owning or disposing of the Bonds. In particular, but not by way of limitation,
Bond Counse! wl!! not affirm, repeat or otherwisc republish any opinion that was rendered at the time of initial
delivery of the Bonds relating to qualification of the Bonds as obligations deseribed in section 103 of the Code or
the excludability of interest payable thercon from the gross income of the owners of the Bonds. Bond Counsel will
note, however, that interest on the Bonds will be includable in the gross income of the owner thercof during any
period that such Bonds are owned by either a “substantial user™ of the facilities financed with the procceds of the
Bonds or a "related person” of such user, as provided in section 103(b)(13) of the Intemnal Revenue Code of 1954, as
amended.

Other Matters. The law upon which Bond Counse! based its opinions is subject to change by the Congress
and to subsequent judicia! and administrative interpretation by the courts and the Department of the Treasury. There
can be no assurance that such law or the interpretation thereof has not and will not be changed in a manner which
would adversely affect the tax treatment of the purchase, ownership or disposition of the Bonds.

Bond Counsel's opinions are not a guarantee of a result, but represent its legal judgment bascd upon its
revicw of existing statutes, regulations, published rulings and court decisions and the representations and covenants
of the Issuer and the Company described abave. No ruling hes been sought from the Intenal Revenue Scrvice
(“IRS") with respect to the matters addressed in the opinions of Bond Counsel, and no assurance can be given that
the IRS would agree with the opinions of Bond Counsel if the tax-exempt status of the interest on the Bonds were
the subject of an audit. If an audit is commenced, under current procedures the IRS is likely to treat the Issuer as the
“taxpayer,” and the owners of the Bonds would have no right to participate in the audit process. In respanding to or
defending an audit of the tax-exempt status of the interest on the Bonds, the Issuer may have different or conflicting
interests from the owners of the Bonds.

Collateral Federal Incame Tax Consequences
The following discussion is a summary of certain collateral federal income tax consequences resulting from
the purchase, ownership or disposition of the Bonds. This discussion is based on existing statutes, regulations,

published rulings and court decisions, all of which are subject to change or modification, retroactively.

The foliowing discussion is applicable to investors, other than those who are subject to special provisions
of the Code, such as financial institutions, property and casualty insurance companies, life insurancc companies,
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Individual recipients of Social Security or Railroad Retirement benefits, certain S corporations with accumulated
Subchapter C earnings and profits and excess passive investment income, foreign corporations subject to the branch
profits tax and taxpayers who may be deemed to have Incurred or continued indebtedness to purchase tax-exempt
obligations,

INVESTORS, INCLUDING THOSE WO ARE SUBIJECT TO SPECIAL PROVISIONS OF THE
CODE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY
BE ANTICIPATED TO RESULT FROM T1IE PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-
EXEMPT OBLIGATIONS BEFORE DETERMINING WIHETHER TC PURCHASE THE BONDS.

Interest on the Bonds may be subject ta the branch profits tax imposed by Section 884 of the Code on the
effectively-connected earnings and profits of a foreign corporation doing business in the United States,

Under Section 6012 of the Code, holders of the tax-exempt obligations, such as the Bonds, may be required
to disclose interest received or accrued during each taxable year on their returns of federal income taxation,

Section 1276 of the Code provides for ordinary Income tax treatment of gain recognized upon the
disposition of a tax-excmpt obligation, such as the Bonds, if such obligation was acquired at a “market discount™
and if the fixed maturity of such obligations i3 equal to, or exceeds, one year from the date of issue. Suth treatment
applies to “market discount bonds™ to the extent such gain does not exceed the aecrued market diseount of such
Bonds, although for this purpose, a de minimis amount of market discount Is Ignored. A “market discount bond™ is
one which i3 acquired by the holder at a purchase price which is less than the statcd redemption price at maturity.
The “acerued market discount™ is the amount which bears the same ratio to the market discount on such obiigations
as the number of days during which the holder holds the obligation, bears to the number of days between the
acquisition date and the final maturity date,

State, Local and Foreign Taxes

Investors should consult their own tax advisors concerning the tax implications of the purchase, ownership,
or disposition of the Bonds under appticable state or local Jaws. Foreign investors should also consult their own tax
advisors regarding the tax consequences unique to investors who are not United Stales persons.

LEGAL MATTERS

In connection with the original lssuance of the Bonds, McCall, Parkhurst & 1lorton L.L.P, acted in the
capacity of Bond Counse! for the purpose of rendering the opinion, the form of which is attached hereto as
Appendix B-1, which includes an opinion as to the exclusion from gross ineome of the interest on the Bonds for
federal Income tax purposes. Such opinion hos not been updated. Since the date of the opinion, Bond Counsel has
not been requested, nor has it undettaken, to review any events that may have occurred since it rendered its opinion
that might affect the tax-exempt status of interest on the Bonds or that might change the opinlon expressed herein.
The original bond counsel opinion speaks only as of its date. Bond Counsel will render its conversion opinion to the
effect that the conversion of the interest rate is permitted under the Indenture and will not, in and of itsclf, adversely
affect the exclusion of the interest on the Bonds from the gross income of the owners of the Bonds for federal
income tax purposes. See Appendix B-2 for the proposed form of such opinion. Such firm was not and has not
been requested to examine, and has not investigated or verified, any statements, records, material or matters relating
to the financial condition or capabilities of the Company and has not assumed responsibility for the preparation of
this Reoffering Circular, except that, in its capaeity as Bond Counsel in connection with the reoffering of the Bonds,
sueh firm has reviewed the Information in this Reoffering Circular under the captions INTRODUCTORY
STATEMENT, THE BONDS, THE AGREEMENT, THE INDENTURE, TAX MATTERS and LEGAL MATTERS.

Certain legal matters with respect to the Remarketing Agreements and certain related matters will be passed
upon by Jeffrey D. Cross, Esq. or Thomas G. Berkemeyer, Esq., Deputy General Counsel and Associate General
Counscl, respectively, of American Electrie Power Serviee Corporation, an affiliate of the Company. Certain
matiers, other than the validity of the Bonds and the exclusion from gross income for federal income tax purposes of
interest thereon, will be passed upon by Iunton & Williams LLP, New York, New York, counsei to the
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Remarketing Agents, From time to time, Hunton & Williams LLP acts as counse] to the Company*s affiliates for
some matters.

The various legal opinjons to be delivered concurrently with the delivery of the Bonds express the
professional judgment of the attorneys rendering the opinions as to the legal issues explicitly addressed therein. In
rendering a legal opinion, the attorney does not become an insurer or guarantor of the expression of professional
judgment, of the transaction opined upon, or of the future performance of the parties to the transaction, nor does the
rendering of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction,

MISCELLANEOUS

The attached Appendices {including documents incorporated by reference therein) are an integral part of
the Reoffering Circular and must be read together with all of the balance of this Reoffering Circular,

The Issuer docs not assume any responsibility for the matiers contained in this Reoffering Circular. All
findings and determinations by the Issuer relaling to the issuance end sale of the Beonds are, and have been, made by
the Issuer for its own internal uses and purposes in performing its duties under Texas law,
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APPENDIX A
AEP TEXAS CENTRAL COMPANY

AEP Texas Central Company (the “Company” or “TCC”) is engaged in the transmission and distribution of
electric power to approximately 799,000 retail customers through retail electric providers (“REPs”) in southern end
eentral Texas, The Company has sold all of its generation assets. At December 31, 2012, the Company had 996
employees. Among the principal industries served by TCC are chemical and petrolcum refining, chemicals
and allied products, oil and gas extraction, food processing, metal refining, plastics, and machincry equipment. The
Company |s 2 subsidiary of American Electric Power Company, Inc. (“AEP”) and is a part of the AEP intcgrated
utility system. In addition to its AEP System inlerconnections, the Company 1s a member of the Electric Reliability
Council of Texas (“ERCOT™). Its principal executive office Is T Riverside Plaza, Columbus, Ohio 43215 and the
telephone number is (614) 716-1000.

AVAILABLE INFORMATION

On July 31, 2007, the Company filed a Form 15 under the Sccurities Exchange Act of 1934 (1934 Aet),
which suspended its duty to file reports under Section 13 and 15(d) under the 1934 Act. Accordingly, the Company
no longer files reports and other Information with the Securities and Exchange Commission (SEC).

FINANCIAL STATEMENTS

Annex 1 to this Appendix A contains the consolidated balance sheets of the Company as of December 31,
2012 and 2011 and the consolidated statements of income, comprehensive Income (loss), changes in common
sharcholder's equity and cash flows for each of the three years in the period ended December 31,2012 and the
related notes therelo. Annex 2 to this Appendix A containg the unaudited condensed consolidated balance sheets of
the Compeny as of March 31, 2013 and December 31, 2012 and the unaudited condensed consolidated statements of
income, comprehensive income (loss), changes in common shareholder’s equity and statements of cash flows of the
Company for the three months in the period ended March 31, 2013 and 2012 and the related notes thereto,

RISK FACTORS

Investing in the Bonds involves risk. Picase see the risk factors described below. Before making an
investment decision, you should carefully consider these risks. The risks and uncertainties described are those
presently known to us. Additional risks and uncertaintics not presently known to us or that we currently deem
{mmaterial may also impair our business operations, our financial results and the value of the Bonds.

We may not be able to recover the costs of onr substantdal planned investment In capital Improvements
and additfons.

Our business plan calls for extensive investment in capital improvements and additions inciuding the
construction of additional transmission facilitics, modemizing existing infrastructure as well as other initiatives. We
currently provide service at rates approved by The Public Utility Commission of Texas (“*PUCT”) and ERCOT. If
these regulatory commissions do not approve adjustments to the rates we charge, we would not be abie to recover
the costs associated with our planned extensive investment. This would cause our financial results to be
diminished. Whilc we may seek to limit the impact of any denied recovery by attempting to reduee the scope of our
capital investment, there can be no assurance as to the effectiveness of any such mitigation efforts, particuiarly with
respect to previously incurred costs and commitments.

We imay not recover costs Incurred to begin construction on projects that are canceled.

Qur business plan for the construction of new projects involves a number of risks, including construction
delays, nonperformance by equipment and other third party suppliers, and increases in equipment and labor
costs. To limit the risks of these construction projects, we enter into equipment purchase orders and construction
contracts end incur engineering and design service costs in advance of receiving necessary regulatory approvals
and/or siting or environmental permits, 1f any of these projects is canceled for any reason, including our failure to
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receive nccessary regulatory approvals and/or siting or environmental permits, we could incur significant
cancellation penalties under the equipment purchase orders and construction contracts. In addition, if we have
recorded any construction work or investments as an asset we may need to impair that asset in the event the project
is canceled.

Rate regulation may delay or deny fuil recovery of capital Improvements, additions, storm damage
operations and mahtenance expense repairs and other costs.

We currently provide service at rales approved by onc or more regulatory commissions. These rates are
generally regulated based on an analysis of our expenses incurred in a test year. Thus, commission-approved rates
may or may not match a utility’s expenses at any given time. There may also be 2 delay between the timing of when
these costs are incurred and when these costs are recovered, Traditionally, we have financed capital investments and
improvements until the new assct was placed in service. Provided the asset was found to be a prudent investment,
the asset was then added to rate base and entitled to a return through rate recovery, Similarly, we often finance the
operations and maintenance expense to repair facilities damaged by storms or other severe weather cvents until the
operations and maintenance storm costs, including any deferred regulatory assets, are recovered in rates. Long lead
times In construction and scheduled repairs, the high costs of plant and equipment and volatile capitaj markets have
heightened the risks involved in our capitai investments, repairs and improvements. While we are actively pursuing
strategics to accelerate rate recognition of investments and cash flow, including pre-approvals, 8 return on
construction work in progress, rider/trackers, fomwla rates and the Inclusion of future test-year projections Into
rates, there can be no assurance that these will be adopted, that the applicable regulatory commission will judge all
of our costs to have been prudently incurred or that the regulatory process in which rates arc determined will be
done in a timely manner.

Certaln of our revenues and results of operations are subfect to rlsks that are beyond our control.

Our operations are structured to comply with all applicable federal and state laws and regulations and we
take measures to minimize the risk of significant disruptions. Material disruptions at one or more of our operational
facilities, however, could negafively impact our revenues, operating and capital expenditures and results of
operations, Such evenls may also create additional risks reiated to the supply and/or cost of equipment and
materials, We could experience unexpected but significant interruption due to several events, including, but not
iimited to:

major facility or equipment failure,

an environmental event such as a serious spill or reiease,

fires, floods, droughts, earthquakes, hurricanes, tomados or other natura! disasters.
wars, terrorist acts {including cyber-terrorism) or threats and other ¢atastrophic events.
significant health impairments or disease events.

other serious operational problems,

Ounr financlal performance may be adversely affected If we are unable to successfully operate our
Saciiities or perform certaln corporate fitnctions.

Our performance is highly dependent on the successful operation of our transmission and distribution
facilities. Operating these facilities involves many risks, including:

operator error and breakdown or fallure of equipment or processes.

operating limitations that may be imposed by environmental or other regulatory requircments.

fabor disputes.

compliance with mandatery reliability standards, including mandatory cyber security standards.
information technology failure that impairs our information technology infrastructure or disrupts
normal business operations,

= TInformation technology failure that affects our ability to access customer information or causes us o
lose confidential or proprictary data that materially and adversely affects our reputation or exposes us
to icgal claims.
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« catastrophic events such as fires, earthquakes, explosions, hurricanes, tornados, ice storms, terrerism
(including cyber-terrorism), floods or other similar occurrences.

Hlostile cyber intrusions could severely impair our operations, lead fo the disclosure of confidential
information and damage our reputatian.

We own assets deemed as critical infrastructure, the operation of which is dependent on information
technology systems, Further, the computer systems that run our facilities are not completely isolated from extemal
networks, Parties that wish to disrupt the U.S. bulk power system or our operations could view our computer
systens, software or networks as attractive targets for cyber attack. In addition, our business requires that we cellect
and maintain sensitive customer data, as well as confidential employec and shareholder information, which is
subject to electronic theft or ioss.

A successful cyber attack on the systems that control our transmission, distribution or other assets could
severely disrupt business operations, preventing us from serving customers or collecting revenues. The breach of
certain business systems could affect our ability to correctly record, process and report financial information. A
major cyber incident could result in significant expenses to investigate and repair security breaches or system
damage and could jead to litigation, fines, other remedial action, heightencd regulatory scruliny and damage to our
reputation, In addition, the misappropriation, corruption or loss of personally identifiable information and other
confidential data could lead to slgnificant breach notification expenses and mitigation expenses such as credit
monitoring. We maintain property and casualty insurance that may cover certain physical damage or third party
injurics caused by potential cybersecurity Incidents. However, other domage and claims arising from such incidents
may not be covered or may cxceed the amount of any insurance available, For these reasons, a significant cyber
incident could reduce future net income and cash flows and impact financial condition.

In an effort to reduce the likelihood and severity of cyber intrusions, we have a comprehensive
cybersecurity program designed to protect and preserve the confidentiality, integrity and availability of data and
systems. In addition, we are subject to mandatory cybersecurity regulatory requirements. However, cyber threats
continue to evolve and adapt, and, as a result, there is a risk that we could experience a successful cyber attack
despitc our current sccurity posture and regulatory compliance efforts.

If we are unabie fo access capital markets on reasonable terms, it could reduce future net Income and
cash flows and Impact fInanclal condition

We rely on access to capital markets as a significant source of liquidity for capital requirements not
satisfied by operating cash flows. Volatility and reduced liquidity in the financial markets could affect our ability to
raise capital and fund our capital needs, including construction costs and refinancing maturing indebtedness. In
addition, if capital {s available oniy on less than reasonable terms or to borrowers whosc creditworthiness is better
than ours, capital costs could increase materinlly, Restricted access to capital markets and/or increased borrowing
costs could reduce future net Income and cash flows and impact financial condition.

Downgrades In our credit ratings could negatively affect our abiilty to access capital,

The credit ratings agencies periodically review our capital structure and the quality and stability of our
earnings. Any ncgative ratings actions could constrain the capital available to us and could limit our access to
funding for our operations. Our business is capital intensive, and we are dependent upon our ability to access capital
at rates and on lerms we determine to be attractive, In periods of market turmotl, access to capital is difficult for all
borrowers. 1f our ability to access capital becomes significantly constrained, our interest costs will likely increase
and could reduce future net income and cash flows and impact financial condition,

Our operating results may fluctuate an a seasonol or quarterly basis and with general economic and
weather conditions

Flectric power delivery is generaliy a seasonal business. In many parts of the country, demand for power
peaks during the hot summer months, with market prices also peaking at that time. In other areas, power demand
peaks during the winter. As a result, our overall operating results in the future may fluctuate substantially on a
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seasonal basis. In addition, we have historically delivered less power, end consequently eamed less incorne, when
weather conditions are milder, Unusually mild weather in the future could diminish our results of operations and
harm our financial condition. Conversely, unusually extreme weather conditions could increase our results of
operations in a manner that wouid not likeiy be sustainable.

Further, deteriorating economic conditions generally result in reduced consumpiion by our customers,
particularly industrial eustomers who may curtail operations or cease production entirely, while an expanding
cconomic environment generally results in increased revenues, As aresult, our overal! operating results in the future
may fluctuate on the basis of prevailing economic conditions.

Failure to attract and retain an appropriately qualifled workforce could harm our results of operations.

Certain events, such as an aging workforce without appropriate replacements, mismatch of skillset or
cornplement to future needs, or unavailability of contract resources may lead to operating chailenges and increased
costs. The chailenges include lack of resources, loss of knowledge and a lengthy time period associated with skili
development. In this case, costs, including costs for contractors to replace employees, productivity costs and safety
costs, may rise. Failure to hire and adequately train replacement employees, including the transfer of significant
internal historical knowledge and expertise to the new cmployees, or the future availability and cost of contract labor
may adversely affect the ability to manage and operate our business. If we are unable to successfutly attract and
retain an appropriately qualified workforce, our resulls of operations could be negatively affected.

Parties we have engaged to provide constructlon materlals or services may fuil to perform thelr
obllgatlons, which conld harm our results of operations.

Our business plan calls for extensive investment in eapilal improvements and additions, including the
construction of additional transmission facilities a3 well as other initiatives. We are exposed to the risk of
substantial price increases in the costs of materials used in construction. We have engaged numerous contractors
and entered into a large number of agreements to acquire the necessary materials and/or obtain the required
construction related services. As a result, we are also exposed to the risk that these contractors and othcr
counterparties eould breach their obligations to us. Should the counterparties to these arrangements fail to perform,
we may be forced to enter into alternative arrangements at then-current market prices that may excced our
contractual prices and almost certainly cause dclays in that and related projcets. Although our agrecments are
designed to mitigate the consequences of a potential default by the counterparty, our actual exposure may be greater
than these mitigation provisions. This would cause our finaneia! results to be diminished, and we might incur losses
or delays in completing construction.

Collection of our reventies In Texas Is concentrated In a limited number of REPs.

Our revenues from the distribution of efectricity in the ERCOT area of Texas are collected from REPs that
supply the clectricity we distribute to their custorners, Currently, we do business with approximately one hundred
REPs. In 2012, our largest REP accounted for 16% of our operating revenue and our second largest REP accounted
for 7% of our opcrating revenues. Adverse economic conditions, structural problems in the Texas market or
financial difficulties of one or more REPs <ould impair the ability of these REPs to pay for our services or could
cause them to delay such payments, We depend on these REPs for timely remittance of payments. Any delay or
default in payment could reduee future cash flows and impact finaneia! condition,

Curbon Dioxlde Public Nuisance Claims

In Oetober 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal Distriet Court for the
District of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi
residents asserting that carbon dioxide (CO;) emissions exacerbated the effects of Hurricane Katrina. The Fifth
Circuit held that there was no exclusive commitrnent of the common law issues raised in plaintiffs® complaint to a
coordinate branch of govemment and that no initial policy determination was required to adjudicate these claims.
The court granted petitions for rehearing, An additional recusal left the Fifth Circuit without a quorum to reconsider
the decision and the appeal was dismissed, leaving the district court’s decision in place. Phaintiffs filed a petition
with the U.S. Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision.
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The petition was denied in January 2011. Plaintiffs refiled their complaint in federal district court. The court
ordered all defendants to respond to the refiled complaints in October 2011, In March 2012, the court granted the
defendants” motion for dismissal on several grounds, including the doctrine of collateral estoppe! and the applicable
statute of limitations. Piaintiffs appealed the decision to the Fifth Circuit Court of Appeals. Management will
continue to defend against the claims. Management is unable to determine a range of potential losses that are
reasonably possible of occurring.

Alaskan Villages’ Clalms

In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska fiied a lawsuit in Federal Court in
the Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oii and gas
companies, a coal company and other electric generating companies. The complaint alleges that the defendants’
emissions of CO; contribute to global warming and constitute a public and private nuisance and that the defendants
arc acting together, The complaint further alleges that some of the defendants, including AEP, conspired to create a
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance, The
plaintiffs also allege that the effects of global warming will require the relocation of the village at an alleged cost of
$95 million to $400 million. In October 2009, the judge dismissed plaintiffs’ federal common law claim for
nuisance, finding the ¢laim barred by the political question doctrine and by plaintiffs* lack of standing to bring the
claim. The judge also dismissed plaintiffs’ statc law claims without prejudice to refiling in state court, The
plaintiffs appeaied the decision. In September 2012, the Ninth Circuit Court of Appeais affirmed the trial court’s
decision, holding that the Clean Alr Act displaced Klvalina’s clalms for damages. Plaintiffs® petition for rchearing
by the full eourt was denied in November 2012, but the plaintiffs could seck further review in the U.S. Supreme
Court. Management believes the aetion is without merit and will continue to defend against the claims.
Management is unablc to determine a range of potential losses that are reasonably possible of occurring.

RATIO OF EARNINGS TO FIXED CIHIARGFES

The Ratio of Eamings to Fixed Charges for each of the perieds indicated is as follows:

welv t i ati
December 31, 2008 1.69
December 31, 2009 1.74
December 31, 2010 1.63
December 31, 2011 431
Deceember 31, 2012 2.14
March 31, 2013 2.00

The Ratio of Earning to Fixed Charges for the three months ended March 31, 2013 was 1.87, Forthe
purposes of caleulating the Ratio of Earnings to Fixed Charges, “earnings” represents income before income taxcs,
extraordinary items, and cumulative effect of accounting changes, plus fixed charges. “Fixed charges” consist of
interest expense, amortization of debt issuance costs, and the portion of operating rental expense which management
believes is representative of the Interest within rental expense.

INDEPENDENT AUDITORS

The consolidated financial statements of AEP Texas Central Company and Subsidiaries as of Deeember 31,
2012 and 2011, and for each of the three years in the period ended December 31, 2012, included in this ReofTering
Circular have been audited by Deloitte & Touche LLP, independent auditors, as statcd in their report appearing
herein.



KPSC Case No. 2013-00410

Attormey General's First Set of Data Requests
Dated Dacember 20, 2013

tem No. 14

Attachment 8

Page 28 of 104

. [THIS PAGE INTENTIONALLY LEFT BLANK]



KPSC Case No. 2013-00410

Alormey General's First Set of Data Raquests
Dated December 20, 2013

ternNo 14

Attachment §

Page 29 of 104

ANNEX 1

AEP Texas Central Company
And Subsidiaries

2012 Annual Report

. Audited Consolidated Financial Statements
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GLOSSARY OF TERMS

When the following terms and abbreviations appear in the text of this report, they have the meanings
Indicated below.

Term Meaning

AEP or Parent American Electric Powcr Company, Inc., an electric utility holding company.

AEP System Atnerican Electrie Power System, an integrated elcetric utility system, owned and
operated by AEP's electric utility subsidiaties.

AEPSC American Electric Power Service Corporation, an AEP scrvice subsidiary providing
management and professional services to AEP and its subsidiaries.

AFUDC Allowance for Funds Used During Construction,

AOCI Aezumulated Other Comprehensive Income.

CAA Clean Air Act.

Co, Carbon dioxide and other greenhouse gases.

cwirp Construction Work In Progress,

EIS Energy Insurance Services, Inc., a nonaffiliated captive insurance company and
consolidated variable interest entity of AEP,

ERCOT Efectric Reliability Council of Texas regional transmission organization.

ETT Electric Transmission Texas, LLC, an equity interest joint venture between AEP and

MidAmerican Energy Holdings Company Texas Transeo, LLC formed lo
own and operate electric transmission facilitics in ERCOT,

Fedcral EPA United States Environmental Protection Ageney.
FERC Federal Energy Regulatory Commission.
FTR Financial Transmission Right, a financial instrument that entitles the holder to

receive compensation for certain congestion-refated transmission charges
that arise when the power grid is congested tesulting in differences in
focationa!l priees.

IRS Intemal Revenue Service,

MTM Mark-to-Market.

OPEB Other Postretirement Benefit Plans.
oTC Over the counter.,

REP Texas Retail Electric Provider,
PUCT Public Utility Commission of Texas.

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash
flow and fair value hedges.

TCC AEP Texas Centrai Company, an AEP electrie utility subsidiary.

Transition Funding AEP Texas Central Transition Funding [ LLC, AEP Texas Central Transition
Funding 11 LLC and AEP Texas Central Transition Funding 11l LLC, wholly-
owned subsidiaries of TCC and consolidated variable interest entities formed
for the purpose of issuing and servicing seeuritization bonds related to Texas

restructuring law.,
Texas Restructuring Legis!ation enaeted in 1999 to restructure the eleciric utility industry in Texas.
Legistation
True-up Proceeding A filing made under the Texas Restructuring Legislation to finalize the amount of
stranded costs and other trug-up items and the recovery of such amounts.
Ulility Meney Pool Centralized funding mechanism AEP uses to meet the short-term cash requirements

of certain utility subsidiarics.
VIE Variable Interest Entity,
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INDEPENDENT AUDITCRS' REPORT

To the Board of Directors and Sharehoider of
AEP Texas Central Company:

We have audited the accompanying consolidated financial statements of AEP Texas Centrai Company and its
subsidiaries (the "Company"), which comprise the consolidatcd balance sheets as of December 31, 2012 and 2011,
and the related consolidated statements of income, comprehensive income (loss), changes in common shareholder’s
equity, and cash flows for each of the three years in the period ended December 31, 2012, and the related notes to
the consolidated financiai statements,

Mauagement's Responsibility for the Consolldated Financial Statements

Management is responsible for the preparation and fair presentation of thess consolidated financial statements in
eccordance with accounting principles generaliy accepted in the United States nf America; this inciudes the design,
Implementation, and maintenance of internzi control relevant to the preparation and falr presentation of consolidated
financia) state ments that are fres from material misstatement, whether dus to fraud or error.

Anditors® Responsibitity

Our sesponsibility is ta express an opinion on these consolidated financial statements based on our audits, We
conducted our audits In accordance with auditing standards generally accepted in the United States of America,
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consofidated financial statements are free from material misstatement.

An audit involves performing procedures tn obtain audit evidence sbout the amounts and disclosures in the
consolidated financial stalements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal contro! relevant to the Company's preparation
and fair presentation of the consolidated financial statements In order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control, Accordingly, we express no such opinion, An audit also includes evaluating the appropriateness of
accounling policies used end the yeasonableness of significant aceounting estimates mado by management, as weli
as evaluating the overall presentation of the consolidated financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion,

Opinion

in our opinion, tha conselidated financial statements referred to above present fairiy, in all material respects, the
finaneial position of AEP Texas Central Company and its subsidiaries as of December 31, 2012 and 2011, and the
results oftheir operations and their cash flows for each of the three years in the period ended December 31, 2012 in
accordance with accounting principies generally accepted in the United States of America.

Deboidle. * Touche L0

Coiumbus, Ohio
February 26, 2013
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AEP TEXAS CENTRAL COMPANY AND SUBSIIHARIES
CONSOLIDATED STATEMENTS OF INCOME
For the Years Ended December 31, 2012, 2011 and 2010

(in thousands)
Years Ended December 31,
2012 2011 2010
REVENUES
Electric Transmission and Distnbution $ 983591 $ 917647 § 886,611
Sales to AEP Affiliates 3,702 3739 4,168
Other Revenues 1,565 1,446 1,686
TOTAL REVENUES 93838,858 922,832 892,465
EXPENSES

Other Operation 246,361 247962 279,637
Maintenance 36,614 40,592 35,290
Depreciation and Amortization 340,955 280,567 260,829
Taxes Other Than Income Taxes 74,574 70,889 74,572
TOTAL EXPENSES 698,504 640,010 650,328
OPERATING INCOME 290,354 282,822 242,137
Other Income (Expense):
Interest Income 269 4535 472
Carrying Costs Income 7775 322,608 -
Attowance for Equity Funds Used During Construction 1,967 2,642 4,653
Interest Expense (138,903) (139,526) (148,843)
INCOME BEFORE INCOME TAX EXPENSE 161,462 473,081 98,414
Income Tax Expense 51,996 165,821 30,147
INCOME BEFORE EXTRAORDINARY ITEM 109,466 307,260 68,267
EXTRAORDINARY ITEM, NET OF TAX - 373,093 -
NET INCOME 109,466 650,353 68,267
Preferred Stock Dividend Requlrements Including Capital

Stock Expense - 469 236
EARNINGS ATTRIBUTABLE TO COMMON STOCK $ 109466 S 679834 $ 68,031

The commen stock of TCC is owned by a wholly-owned subsidiary of AEP.

See Notes to Consolidated Financial Statements beginning on page 9.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREIIENSIVE INCOME (LOSS)
For the Years Ended December 31, 2012, 2011 and 2010

{In thousands)
Years Ended Decemaber 31,
2012 2011 2010
Net Income s 109466 § 680,353 3 68,267
OTHFR COMPRFIENSIVE INCOME (L.OSS), NFT OF TAXFS
Cash Flow Hedges, Net of Tax of $60, $107 and $26 in 2012, 2011 and 2010, Respecuvely 12 (19R8) (48)
TOTAL COMPRENENSIVE INCOME $ 109,578 % 680,155 § 68 219

Ses Notes to Consalidated Flnancial Statements beginning on page 9
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CIHANGES IN COMMON SIIAREIOLDER'S EQUITY
For the Years Ended December 31,2012, 2011 and 2010
(in thousands)

Aecumulated
Other
Common  Pald-in Retained Comprehensive
Stock Capttat Earnings  Income (Loss) Total

TOTAL COMMON SITAREHOLDER'S

EQUITY - DECEMBER 31, 2009 $ 55292 $ t71263 $ 368,26 § 163 § 594344
Common Stock Dividends (41,820) {41.820)
Preferred Stock Dividends (236) (236)
Galn on Reacquired Preferred Stock n 32
Subtotal - Common Shareholder’s Equity 552,820
Net Income 68,267 68,267
Other Comprehensive Loss {48) (48)
TOTAL COMMON SHAREIIOLDER'S

EQUITY . DECEMBER 31, 2010 55,292 171,295 394,337 115 621,039
Common Stock Dividends (62,500) (62,500)
Preferred Stock Dividends (200) (200)
Loss on Reacquired Preferred Stock (233) (233)
Subtotal - Common Shareholder's Equity 558,106
Net Income 630,353 680,353
Other Comprehensive Loss (198) (198)
TOTAL COMMON SIIAREHOLDER'S

EQUITY - DECEMBER 31, 2011 55,292 171,062 1,011,990 (83) 1,238,261
Common Stock Dividends (689,824) {689.824)
Subtotal - Common Shareholder's Equity 548,437
Net Income 109,466 109 466
Other Comprehensive Income t12 k2
TOTAL COMMON SITAREHOLDER'S

EQUITY - DECEMBER 31, 2012 $ 55292 § 171,062 § 431632 § 29 § 658015

See Notes to Consolldated Financlal Statements beginning on page 9.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SIIEETS
ASSETS
Deecember 31,2012 and 2011
(in thousands)

December 3,
2012 201t
CURRENT ASSETS
Cash and Cash Equivalents $ 100 $ 422
Restricted Cash for Sceuritized Transition Funding 215,218 190,995
Accounts Receivable:

Customers 70,178 73.695

Affiliated Companics 6,733 43810

Accrued Unbilled Revenues 41,678 37.606

Miscellaneous - 3452

Allowance for Uncollectible Accounts (1,293) (374)

Total Accotnts Recelvable 117.296 {19,190
Materials and Supplics 37423 31,181
Prepayments and Other Current Assets 1,884 3,056
TOTAL CURRENT ASSETS 371,921 344,844

PROPERTY, PLANT AND EQUIPMENT
Electric:

Transmission 1,194,582 1,135,982

Distribution 2,120,155 2,002,508
Onher Property, Plant and Equipment 264,328 259410
Construction Work in Progress 104,788 53,906
Total Property, Plant and Equipment 3,633,853 3,456,806
Acctmulated Depreciation and Amortization 771,854 737522
TOTAL PROPERTY, PLANT AND EQUIPMENT - NET 2,911,999 2,719,284

OTIER NONCURRENT ASSETS
Regulatory Asseis 282,404 1,022,680
Securitized Transition Assets

(December 31, 2012 and 2011 Amounts Include $2,057,817 and $1,561,658,

Respectively, Related to Trensition Funding) 2,116,833 1,626,511
Deferred Charpes and Other Noncurrent Assets 26,19t 25,122
TOTAL OTHER NONCURRENT ASSETS 2,425,428 2,674,313
TOTAL ASSETS $ 5700348 $ 5,738,441

See Notes to Consolidated Financlal Statements beginning on page 9.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SIIEETS
LIABILITIES AND COMMON SIHHAREHOLDER'S EQUITY
December 31, 2012 and 2011

(dollars in thousands)
December 31,
2012 2011
CURRENT LIABILITIES
Advances from Affiliates $ 103335 § 16,043
Accounts Payable:

General 35,066 313311

Affiliated Companies 15,736 7,785
Long-term Debt Due Within One Year — Nonaffiliated

{December 31, 2012 and 2011 Amounts Include $243,378 and $171,574,

Respectively, Related to Transition Funding) 243,378 231,574
Customer Deposits 20,283 13,283
Accrued Taxes 40,486 54,175
Accrued Interest

{December 31, 2012 and 2011 Amounts Include $40,045 and 544,482,

Respectively, Related to Transition Funding) 50,436 55,007
Other Current Liabilities 37,7179 34,000
TOTAL CURRENT LIABILITIES 546,499 470,297

NONCURRENT LIABILITIES
Long-term Debt — Nonaffiliated

{December 31, 2012 and 2011 Amounts Include $2,037,690 and $1,515,697,

Respectively, Related to Transition Funding) 2,681,188 2,159,142
Deferred Income Taxes 1,308,163 1,334,421
Regulatory Liatutities and Deferred Investment Tax Credits 467,888 430,980
Deferred Credits and Other Noncurrent Liabihities 47,595 105,340
TOTAL NONCURRENT LIABILITIES 4,504,834 4,029,883
TOTAL LIABILITIES 5,051,333 4,500,180
Commitments and Contingencies (Note 4)

COMMON SIIAREIIOLDER'S EQUITY
Common Stock — Par Value — $25 Per Share:

Authorized — 12,000,000 Sharcs

Outstanding —2,211,678 Shares 55292 55,292
Paid-In Capital 171,062 171,062
Retained Eamings 431,632 1.011.990
Accumulated Other Comprehensive Income (Loss} 29 (83)
TOTAL COMMON SITAREIIOLDER'S EQUITY 658,015 1,238,261
TOTAL LIABILITIES AND COMMON SIIAREIIOLDER'S EQUITY $ 5,709,348 § 5,738,441

See Notes to Consolidated Financlal Statements beginning on page 9.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASII FLOWS
For the Years Ended December 31, 2012, 2011 and 2010

(in thousands)
Years Ended December 31,
2012 2011 2010
OPERATING ACTIVITIES
Net Income $ 109,466 $ 680,353 % 68,267
Adjustments to Reeonclle Net Income to Net Cash Flows from Operating
Actlvities:
Depreciation and Amortization 340,955 280,567 260,829
Deferred Income Taxes (21,328) 127,155 4572
Extrnordinary ltem, Net of Tax - {373,093) -
Carrying Costs Income (1L115) {322,608) -
Net Recovery of (Deferral af) Storm Costs 1,300 206 (2.616)
Allowance for Equity Funds Used During Construction (1.967) (2.642) (4.653)
Change in Other Noncurrent Assets (12,323) (11,296) (2.656)
Change In Other Noncurrent Liabilities (9,224) (27,181 15,985
Changes In Certaln Components of Working Capltal:
Accounts Receivabie, Net 1.894 (5.193) 10,108
Materials and Suppiles (6,242) (5.554) 1299
Accounts Payabie 5406 (25115 21,852
Customer Deposits 7,000 410 642
Accrued Taxes, Net (10,887) 2,070 (30.806)
Accrued Interest (4,661) (4,740) (3,769)
Other Current Asscls 281 51 2873
Other Current Liabilities 4,766 2,728 (13,943)
Net Cash Flows from Cperating Actlvitles 390,661 315.918 333,924
INVESTING ACTIVITIES
Construction Expenditures (277,964) {209,945) (177.718)
Change in Restricted Cash for Securitized Transition Funding (24,223) (6,955) 4$.012)
Change in Advances Lo Affilintes, Nel - 141,584 27.591)
Proceeda from Sales of Assets 1517 15327 67,790
Dther Investing Activities (471} ((,487) {1.071)
Net Cash Flows Used for Investing Activitles (295.141) {61.476) (142612)
FINANCING ACTIVITIES
tssuance of Long-term Debt — NonafTiliated 793304 59,656 -
Changa in Advances from Affiiiues, Net 67,292 36,043 -
Retirement of Long-term Debt ~ NonafTiliated (266,308) (279,708) (147,833)
Retirement of Cumulative Preferred Stock - (5,936) {169)
Principal Payments for Capital Lease Obligations (1.929) (1,739 (1540
Dividends Paid on Common Stock (689,824) (62,500) (41,820)
Dividends Paid on Cumulative Preferred Stock - (200) {236)
Dither Financing Activities 1.623 90 362
Net Cash Flows Used for Financing Activities {95,842) (254,294) (191,238)
Net Increase (Decrense) In Cash and Cash Equlivalents (322) 148 T4
Cash and Cash Equivalents at Beglnning of Period 422 274 200
Cash and Cash Equivalents at End of Perlod s 100 $ 422 $ 274
SUPPLEMENTARY INFORMATION
Cash Paid for Interest, Net of Capitalized Amounts S 135975 § 144,285 § 144,653
Net Cash Paid for Income Taxes 93,584 33,375 64,859
Noncosh Acquisitionn Under Capital Leases 3,252 T18 887
Construction Expenditures Included in Current Liabuiitics as of December 31, 19976 20,747 14,620

See Notes ia Consolldaied Financlal Statements beginning on page 9
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1. ORGANIZATION AND S

ORGANIZATION

As a public utility, TCC engages in the transmission and distribution of electric power to 799,000 retail customers
through REPs in its service territory In southern and central Texas. TCC consolidates AEP Texas Central Transition
Funding LLC, AEP Texas Central Transition Funding II LLC and AEP Texas Central Transition Funding III LLC,
fts wholly-owned subsidiaries.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Rates and Service Regulation

TCC's transmission and distribution rates are regulated by the PUCT. The FERC regulates TCC's affiliated
transactions, including AEPSC intercompany service billings which are generally at cost, under the 2005 Public
Utility Holding Company Act and the Federal Power Act. ‘The FERC also has jurisdiction over the issuances and
aequisitions of securities of the public utility subsidiaries, the acquisition or sale of certain utility assets and mergers
with another eleciric utility or holding company, For non-power goods and services, the FERC requires that a
nonregulated affiliate can bill an affiliated public utility company no more than market while a public utility must
bill the higher of cost or market to a nonregulated affiliate, The PUCT alse regulates certain intercompany
transactions under its affiliate statutes. Both the FERC and state regulatory commissions are permitted to review
and audit the relevant books and recerds of companies within a public utility holding company system.

The PUCT also regulates TCC's wholesale transmission operations and rates, The FERC claims jurisdiction over
retail transmission rates when retail rates are unbundled in connection with restructuring. TCC's retail transmission
rates in Texas are unbundled. Although TCC's retail transmission rates in Texas are unbundled, retail transmission
rates are regulated, on a cost basis, by the PUCT.

Principles of Consolidation

TCC's consclidated financial statements Include TCC and its wholly-owned subsidiarics. Intercompany ltems are
eliminated in consolidation. See Note 14 ~ Variable Interest Entities.

Acconnting for the Effects of Cost-Based Regulation

As a rate-re gulated electric public wtility company, TCC's financial statements reflect the actions of regulators that
result in the recognition of certain revenues and expenses in different time periods than enterprises that are not rate-
regulated. In accordance with accounting guidance for “Regulated Operations,” TCC records regulatory assets
(deferred expenses) and regulatory liabilities (deferred revenue reductions or refunds) to reflect the economic effects
of regulation in the same accounting period by matching expenses with their recovery through regulated revenues
and by matching income with its passage to customers in cost-based regulated rates.

Use of Estimates

The preparation of these financial statements in conformity with accounting prineiples generally accepted in the
United States of America (GAAP) requires management lo make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. These estimates Include, but are not Emited to,
inventory valuation, allowance for doubtful accounts, long-lived ssset impairment, unbilled electrieity revenue,
valuation of long-lerm energy contracts, the effects of regulation, long-lived asset recovery, storm costs, the effects
of contingencies and certain assumptions made In accounting for pension and postretirement benefits, The estimates
and assumptions used are based upon management's evaluation of the relevant facts and circumstances as of the date
of the finaneial statements. Actual results could ultimately differ from those estimates,

]



KPSC Casa No 2013-00410

Attomey General's First Set of Data Requests
Dated December 20, 2013

Item No. 14

Attachment 6

Page 41 of 104

Cash and Cash Equivalents
Cash and Cash Equivalents include temporary cash Investments with original maturitics of three months or less.
Restricted Cash for Securitized Transition Funding

Restricted Cash for Securitized Transition Funding Includes funds held by trustees primarily for the payment of
securitization bonds and to sccure the payments of the REPs.

Inventory
Malerials and supplies inventories are carricd at average cost,
Accounts Receivable

Customer accounts receivable primarily includes receivables from REPs and receivables related to other revenue-
generating activities,

Revenue is recognized when power is delivered. To the extent that deliveries have occurred but a bill has not been
jssued, TCC amccrues and recognizes, as Accrued Unbilled Revenues on the balance sheets, an estimate of the
revenues for deliveries since the last billing.

Allowance for Uncollectible Accounts

TCC records bad debt reserves using the specific identification of receivable balances greater than 120 days
delinquent, and for those balances less than 120 days where the collection Is doubtful. Fer miscellaneous accounts
receivable, bad debt expense Is recorded for all amounts outstanding 180 days or greater at 100%, unless specifically
identified. Miscellancous accounts receivable items open less than 180 days may be reserved using specific
identification for bad debt reserves.

Concentrations of Credit Risk and Significant Customers

TCC has significant customers which on a combined basis account for the following percentages of total operating
revenues for the years endcd December 31 and Accounts Receivable — Customers as of December 31;

Signlificant Customers of TCC:

Centrlen and Rellant Encrey 2012 2011 2010
Percentage of Operating Revenucs 1% 3% 37 %
Percentage of Accounts Receivable - Customers 8% 8% 29 %

Management monitors credit levels and the financial condition of TCC's customers on a continuing basis to
minimize credit risk. The PUCT allows recovery in rates for a reasonable level of bad debt costs, Management
believes adequate provision for credit loss has been made in the accompanying financial statements.

Property, Plant and Equipment

Electric utility property, plant and equipment are stated at original cost. Additions, major replacements and
betterments are added to the plant accounts. Under the group composite method of depreciation, continuous interim
routine replacements of items such as poles, transformers, etc. result in the original cost, less salvage, being charged
to accurnulated depreciation. The group composite method of depreciation assumes that on average, asset
components are retired at the end of their useful lives and thus there i8 no gain or loss. The equipment in cach
primary elcctric plant account Is identified as a separate group. The depreciation rates that are established take into
account the past history of Interim capital replacements and the amount of salvage rcceived. Thesc rates and the
related lives are subject to periodic review, Removal costs are charged to regulatory liabilities. The costs of labor,
materials and overhead Incurred to operate and maintain the facilities are included in operating expenses.
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Long-lived assets are required to be tested for impairment when it is determined that the carrying value of the assets
may no longer be recoverable or when the assets meet the held-for-sale criteria under the accounting guidance for
“Impairment or Disposal of Long-lived Asseis,” When it becomes probable that an asset in service or an assct under
construction will be abandoned and regulatory cost recovery has been disallowed, the cost of that asset shall be
removed from plant-in-service or CWIP and charged to expense.

The fair value of an asset or investment is the amount al which that asset or investment could be bought or sold in a
current lransaction between willing parties, as opposed 10 a forced or liquidation sale. Quoted markel prices in
active markets are the best evldence of fair value and are used as the basis for the measurement, if avajlable, In the
absence of quoted prices for identical or similar assets or investments jn active markets, fair value is estimated using
various internal and external valuation methods including cash flow analysis and appraisals.

Allowance for Funds Used During Construction (AFUDC)

AFUDC represents the estimated cost of borrowed and equity funds used to finance construction projects that is
capitalized and recovered through depreciation over the service life of regulated electrie utility plant, TCC records
the equity component of AFUDC in Allowance for Equity Funds Used During Construction and the debt component
of AFUDC as a reduction to Interest Expense.

Valuation of Nonderivative Financlal Instruments

The book values of Cash and Cash Equivalents, Accounts Receivable, Advances from Affiliates and Accounts
Payable approximate fair value because of the short-term maturity of these instruments.

Fair Value Measurements of Assets and Liabilities

The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hicrarchy that
prioritizes the inputs used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
In active markets for Identical assets or liabiliiies (Level 1 measurement) and the lowesl priority to unobservable
inputs (Level 3 measurement). Where observable inputs are available for substantially the full term of the assct or
liability, the instrument is categorized in Level 2. When quoted market prices are not available, pricing may be
completed using comparable securities, dealer values, operating data and general market conditions to determine fair
value, Valuation models utilize various inputs such as commaodity, interest rate and, to a lesser degree, volatility and
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or
similar assets or liabilitics in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or
correlated Lo, observable market data) and other observable inputs for the assct or liability. The AEP System’s
market risk oversight staff independently monitors its valuation policies and procedures and provides members of
the Commercial Operations Risk Committee (CORC) various daily, weekly and monthly reports, regarding
compliance with policies and procedures. The CORC consists of AEPSC’s Chief Operating Officer, Chief Financial
Officer, Executive Vice President of Energy Supply. Senior Vice President of Commercial Operations and Chief
Risk Officer.

For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on
unadjusted quoled prices in active markets and are classified as Level 1. Level 2 inputs primariiy consist of OTC
broker quotes in moderately aclive or less active markets, as well as exchange traded contracts where there is
insufficient market liquidity to warrant Inclusion in Level 1, Management verifies price curves using these broker
quotes and classifies these fair values within Level 2 when substantially all of the foir value can be corroborated.
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recenl trades
in the marketplace, When multiple broker quotes are obtained, the quoted bid and ask prices are averaged. In
certain circumstances, a broker quote may be disearded if it is a clear outlier, Management uses a historical
correlation analysis between the broker quoted location and the illiquid locations and if the points are highly
correlated, these locations are included within Level 2 as well, Certain OTC and bilaterally executed derivative
instruments are executed in less active markets with a lower availability of pricing Information. Illiquid
transactions, complex structured transactions, FTRs and counterparty credit risk may require nonmarket based
inputs. Some of these inputs may be intemally developed or extrapolated and utilized to estimate fair value. When
such inputs have a significant impact on the measurement of fair value, the instrument is categorized as Level 3.
The main driver of contracts being classified as Level 3 is the inability to substantiate energy price curves in the
market. A significant portion of the Level 3 instruments have been economically hedged which greatly limits
potential earnings volatility.

t2



KPSC Case No. 2013-00410

Attomey General's First Set of Dala Requests
Daled December 20, 2013

Hem No. 14

Attachment 6

Page 43 of 104

AEP utilizes its trustee’s extemal pricing service 10 estimate the fair value of the underlying investments held in the
benefit plan trusts. AEP"s investment managers review and validate the prices utilized by the trustec to determine
fair value. AEP’s management performs its own valuation testing to verify the fair values of the securities. AEP
reccives audit reports of the trusiee’s operating controls and valuation processes. The trustec uses multiple pricing
vendors for the assets held in the trusts.

Assets In the benefits trusts and Restricted Cash for Sceuritized Transition Funding are classified using the
following methods. Equities are classified as Level 1 holdings if they are actively traded on exchanges, Items
classificd as Level 1 are investments in money market funds, fixed income and equity mutual funds and domestic
equity securities. They are valued based on observable inputs primarily unadjusted quoted prices in active markets
for identical assets. Items ciassified ag Level 2 are primarily investments in individual fixed income securities and
cash equivalents funds. Fixed income securities do not trade on an exchange and do nol have an official closing
price but their valuation inputs are based on observable market data, Pricing vendors calculate bond valuations
using financial models and matrices. The models use observable inputs including yields on benchmark securities,
quotes by securities brokers, rating agency actions, discounts or premiums on securities compared to par prices,
changes in yields for U.S. Treasury sccurities, corporate actions by bond issuers, prepayment schedules and
histories, economic events and, for certain securities, adjustments to yields to reflect changes in the rate of inflation,
Other securities with model-derived valuation inputs that are obscrvable are also classified as Level 2 investments,
Investments with unobservable valuation inputs are classified as Level 3 investments, Benefit plan assets included
in Level 3 are primarily real estale and private equity investments that are valued using methods requiring judgment
including appraisals.

Revenne Recognition
Regulatory Accounting

TCC's financial statements reflect the actions of regulators that can resuft in the recognition of revenues and
expenses in different time periods than enterprises that are not rale-regulated. Regulatory assets (deferred expenses)
and reguiatory liabilities (deferred revenue reductions or refunds) are recorded 1o reflect the economie effects of
regulation in the same accounting period by matching expenses with their recovery through regulated revenues and
by matching income with its passage to customers in cost-based regulated rates.

When regulatory assets are probable of recovery through regulated rates, TCC records them as assets on its balance
sheets. TCC tests for probability of recovery at each balance sheet date or whenever new events occur. Examples
of new events include the issuance of a regulatory commission order or passage of new legislation. If it Is
determincd that recovery of a regulatory asset is no longer probable, TCC writes off that regulatory assct as a charge
against income,

Electricity Supply and Delivery Activities

TCC recognizes revenues from electricity transmission and distribution delivery services. TCC recognizes the
revenues on the statements of income upon delivery of the energy to the customer and includes unbilled as well as
bilied amounts.

Maintenance

Maintenance costs are expensed as incurred. If it becomes probable that TCC will recover specificaily-incurred
costs through future rates, a regulatory asset is estabiished to match the expensing of those maintenance costs with
their recovery in cost-based regulated revenues,

Income Taxes and Invesiment Tax Credits

TCC uses the liability method of accounting for income taxes. Under the liabiiity method, deferred income taxes are

provided for ail temporary differences between the book and tax basis of assets and liabilities which wiil resultin a
future tax consequence.

13
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When the flow-through method of accounting for temporary differences is refleeted in regulated revenues (that is,
when deferred taxes are not included in the cost of serviee for determining regulated rates for electricity), deferred
income taxes are recorded and related regulatory assets and liabilitics are established to mateh the regulated
revenues and tax expense,

Investment tax credits are accounted for under the deferral basis and are being emortized over the life of the plant
investment.

TCC accounts for bneertain tax positions in accordance with the accounting guidance for *Income Taxes.” TCC
classifies interest expense or income related Lo uneertain Lax positions as interest expense or income s appropriate
and classifies penalties as Other Operation expense,

Excise Taxes

As an agent for some state and local governments, TCC collects from customers certain excise taxes levied by those
state or local governments on customers. TCC does not recognize these taxes as revenue or expense.

Debt

Gains and losses from the reacquisition of debt used to finance regulated electrie utility plants are deferred and
amortized over the remaining term of the reaequired debt in accordanee with their rate-making treatment unless the
debt Is refinanced. If the reacquired debt Is refinanced, the reacquisition costs are generally deferred and amortized
over the term of the replacement debt consistent with its recovery in rates.

Debt discount or premium and debt issuance expenses are deferred and amortized generally utilizing the straight-line
method over the termof the related debt. The straight-line method approximates the effective interest methed end is
consistent with the treatment in rates for reguiated operations, The net amortization expense is included in Interest
Expense,

Investments Held in Trust for Future Liabilitles

AEP has several trust funds with significant investments intended to provide for future payments of pension and
OPEB benefits. All of the trust funds” investments are diversified and managed in compliance with all laws and
regulations. The investment strategy for trust funds Is to use a diversificd portfolio of investments to achieve an
acceptable rate of retumn while managing the interest rate sensitivity of the asscts relative to the associated liabilities.
To minimize investment risk, the trust funds are broadly diversified among classes of assets, investment stratcgles
and Investment managers, Management regularly reviews the actual asset allocations and periodically rebalances
the investments to largeted allocations when appropriate. Investment policies and guidelines allow investment
managers in approved strategies to use linancial derivatives to obtain or manage market exposures and to hedge
assets and liabilities. The investments are reported at fair value under the “Fair Value Measurements and
Disclosures” accounting guidance.

Benefit Plans

All benefit plan assels are Invested in sccordance with each plan’s investment policy. The investment policy
outlines the investment objectives, strategics and target esset allocations by plan.

The investment philosophics for AEP's benefit plans support the allocation of assets to minimize risks and optimize
netreturns, Strategies used include:

Maintaining a long-term investment horizon,

Diversifying asscts to help control volatility of returns at acceptable levels.

Managing fees, transaction costs and tax liabilitics to maximize investment eamnings.

Using sctive management of investments where appropriate risk/retum opportunitics exist.

Keeping portfoiio structure style-neutral to limit volatility compared to applicable benchmarks.

Using alternative assel classes such as real estatc and private equity to maximize retum and provide additional
portfolio diversification.

14
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The investment policy for the pension fund allocates assets based on the funded status of the pension plan. The
objective of the asset allocation policy is to reduce the investment volatility of the plan over time, Generally, more
of the Investment mix will be allocated to fixed income investments as the plan becomes better funded. Assets will
be transferred away from equity investments into fixed income investments based on the market valye of plan assets
compared to the plan's projected benefit obligation. The target asset aflocations are as follows:

Penslon Plan Assels Target
Equity 40.0 %
Fixed Income 50.09%
Other Investments 10.0 %

OPER Plans Assets Target
Equity 66.0 %
Fixed Income 33.0%
Cash 1.0 %

The investment policy for each benefit plan contains various investment limitations, The Investment policies
establish concentration limits for sccurities. Investment policies prohibit the benefit trust funds from purchasing
sccurities issued by AEP (with the exception of proportionate and immaterial holdings of AEP securities in passive
index stratcgies). llowever, the investment policics do not preclude the benefit trust funds from receiving
contributions in the form of AEP securities, provided that the AEP securities acquired by each plan may not execed
the limitations imposed by law. Each investment manager's portfolio is compared to a diversified benchmark index.

For equity investments, the limits are as follows:

No security in excess of 5% of all equities.

Cash equivalents must be less than 10% of an Investment manager's equity portfolio,
No individual stock may be more than 10% of each managet's equity portfolio,

No investment in excess of 5% of an outstanding class of any company.

No securities may be bought or sold on margin or other use of leverage,

For fixed income investments, the concentration limits must not exceed:

3% in any single issuer

5% for privale placements

5% for convertible securilics

60% for bonds rated AA+ or lower
50% for bonds rated A+ or lower
10% for bonds rated BBB- or lower

For obligations of non-government issuers, the following limitations apply:

AAA rated debt: a single issuer should account for no more than 5% of the portfolio.

AA+, AA, AA- rated debt: a single issuer should account for no more than 3% of the portfolio.’

Debt rated A+ or lower: a single issuer should account for no more than 2% of the port[clio.

No more than 10% of the portfolio may be invested in high yicld and emerging market debt combined at any
time.

A portion of the pension assets Is invested in real estate funds to provide diversification, add return and hedge against
inflation. Real estale properties are illiquid, difficult to value and not actively traded. The pension plan uses external
real estate investment managers to invest in commingled funds that hold real estate properties. To mitigale investment
risk in the real estate portfolio, commingled real estate funds are used to ensure that holdings are diversified by region,
property type and risk classification. Real estate holdings include core, value-added and development risk classifications
and some investments in Real Estale Investment Trusts (REITs), which are publicly traded reat estate securities
classified as Level 1.
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A portion of the pension assets is invested in private equity. Private equity investments add return and provide
diversification and typically requite a long-term time horizon to eveluate investment performance. Private equity is
classified as an altemative investment because it is illiquid, difficult to value and not actively traded. The pension plan
uses Limited partnerships and commingled funds to invest across the private equity investment spectrum.  The private
equity holdings are with multiple general partners who help monitor the investments and provide investment selection
expertise, The holdings are currently comprised of venture capital, buyout and hybrid dcbt and equity investment
instruments. Commingled private equity funds are uscd to enhance the holdings’ diversity.

AEP participates in a sccurities lending program with BNY Mellon to provide incremental income on idle assets and
to provide income to offset custody fecs and other administrative expenses. AEP lends sccurities to borrowers
approved by BNY Mellon in exchange for cash collateral. Allloans are collateralized by at lcast 102% of the loaned
asset’s market value and the cash coiflateral is invested. The difference between the rebate owed to the borrower and
the cash collateral rate of return determines the eamings on the loaned security. The securities lending program’s
objective is providing modest incremental income with a limited increase In risk,

Trust owned life insurance (TOLI) underwritten by The Prudential Insurance Company is heid In the OPEB plan
trusts. The strategy for holding life insurance contracts in the taxable Voluntary Employees' Beneficiary
Association (VEBA) trust is to minimize taxes paid on the asset growth in the trust. Eamings on plan assets are tax-
deferred within the TOLI contract and can be tax-free if held unul claims are paid. Life insurance proceeds remain
in the trust and are used to fund future retiree medical benefit liabilities. With consideration to other investments
held in the trust, the cash value of the TOLI contracts is invested in two diversified funds. A portion is invested in a
commingled fund with underlying investments in stocks that are actively traded on major international equity
exchanges. The other portion of the TOLI cash value is invested in a diversified, commingled fixed income fund
with underlying investments in government bonds, corporate bonds and asset-backed securities.

Cash and cash equivalents are held in each trust to provide liquidity and meet short-term cash needs. Cash
cquivaient funds are used to provide diversification and preserve principat. The underlying holdings in the cash
funds are investment grade moncy market instruments including commercial paper, certificates of deposit, treasury
bills and other types of investment grade short-lerm debt securities. The cash funds are valued each business day
and provide daily liquidity.

Comprehensive Income (Loss)

Comprchensive income (loss) is defined as the change in equity (net assets) of a business enterprise during a period
from transactions and other events and circumstances from nonowner sources. It jncludes all changes in equity
during a period except those resulting from invesiments by owners and distributions to owners. Comprehensive
income (loss) has two components: net income {loss) and other comprehensive income (loss).

Accumulated Other Comprehensive Income (Loss) (AOCI)

AOCI Is included on the balance sheets in the common shareholdet's equity section, TCC's components of AQOCI
as of December 31, 2012 and 2011 are shown in the following table:

December 31,
Componenls 2012 2011
(tn thousands)
Cash Flow Hedges, Net of Tax 5 29 % (83)

Earnings Per Share (EPS)
TCC is owned by a whoily-owned subsidiary of AEP. Therefore, TCC is not required to report EPS.
Subsequent Events

Management reviewed subsequent events through February 26, 2013, the date that TCC's 2012 annual report was
issued.
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2. EXTRAORDINARY ITEM

TCC Texas Restructuring

In February 2006, the PUCT issued an order that denied recovery of capacity auction true-up amounts. Based on the
February 2006 PUCT order, TCC recorded the disallowance as a $421 mitlion ($273 million, net of tax)
extraordinary loss in the December 31, 2005 financial statements. In July 2011, the Supreme Court of Texas
reversed the PUCT's February 2006 disallowance of capacity auction true-up amounts and remanded for
reconsidcration the treatment of certain tax balances under normalization rules. Bascd upon the Supreme Court of
Texas reversal of the PUCT’s capacity auction truc-up disallowance, TCC recorded a pretax gain of $421 million
($273 million, net of tax) in Extraordinary Iltem, Net of Tax on the statements of income in 2011.

Following a remand procecding, the PUCT allowed TCC fo retain contested tax balances in full satisfaction of its
true-up proceeding, including carrying charges. Based upon the PUCT order, TCC recorded the reversal of
regulatory credits of $65 million ($42 miilion, net of tax) and the reversal of $89 million of accumulated deferred
investment 1ax credits (358 million, net of tax) in Extraordinary Itcm, Net of Tax on the statements of income in
2011.
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3. EFFECTS OF REGULATION
Regulalory asscts and liabilitics are comprised of The following ilems:
December 31, Remalning
Regulatory Assets: 2012 2011 Recovery Period
(in thousands)
Noncurrent Regulatory Assets
Regulatory assets not yet being recovered pending future procecdings
to determine the recovery method and timing:
L g | il i
Siorm Related Costs $ 22866 $ 24,166
Regulntory Assets Currently Not Enrning a Return
Rate Case Expense 145 145
‘Total Regulatory Assets Not Yet Being Recovered 230l 24,311
Regulatory assets belng recovered:
Regulntory Assets Currently Earning 8 Retumn
Capacity Auction True-Up - 691,610
Meter Replacement Costs 39,507 31070 10 years
Uaamortized Loss oa Reacquired Debt 13,569 15412 25 years
Advanced Metering System 1,252 1,409 8 years
u Cami u
Pension and OPED Funded Status 183,656 234,694 12 years
Income Taxes, Net 12,900 13,683 28 years
Restructuring Transition Costs 4,908 8.499 4 years
Transmission Cost Recovery Factor 3,601 1992 I year
Total Regulatory Assets Being Recovered 259,393 993,369
Total Noncurrent Regulatory Assels $ 282404 $ 1.022,680
December 31, Remalning
Regulatory Liabllities: 2012 2011 Refund Period
(in thousands}
Noncurrent Regulatory Liabilitles and
Deferred Investment Tax Credits
Regulalory liabllitics being pald:
Assct Removal Costs $ 332086 $ 314892 (a)
Advanced Metering Infrastructure Surcharge 65,780 60,954 8 years
a ilitje t i e
QOver-recovery of Transition Charges 56,988 40,749 15 years
Deferred Investment Tax Credits 10,810 11,614 50 years
Peak Demand Reduction/Energy Efficiency 2,224 2,771 1year
Total Regulotory Liabllitics Being Pold 467,888 430,980
Tolal Noncurrent Regulatory Liabllities and Deferred
Investment Tax Credits $ 467883 § 430,980

{0} Relieved as removal costs are incurred,
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TCC is subject to certain claims and legal actions arising in its ordinary course of business. In addition, TCC's
business activities are subject to extensive governmental regulation related to public health and the environment.
The ultimate outcome of such pending or potential litigation cannot be predicted. For curment proceedings not
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such
proceedings would have a material effect on the financial statements.

COMMITMENTS
Construction and Commitments

TCC has substantial construction commitments o support its operations and environmental investments. In
managing the overall construction program end In the normal course of business, TCC contractually commits to
third-party construction vendors for certain material purchases and other construction services. Management
forecasts approximately $388 million of construction expenditures, excluding equity AFUDC, for 20t3. TCC also
purchases malerials, supplies, services and property, plant and equipment under contract as part of its normal course
of business. Certain supply contracts contain penalty provisions for eatly termination,

The following table summarizes TCC's actual contractual commitments as of December 31, 2012:

Less Than After
Contractual Comm{iments Year 2-3 Years . 4-5 Years 5 Years Total
(In thousands)
Construction Comracts for Capitat Assels (a) $ 13101 s -3 -3 - $ 13101

() Represents only capital asse1s for which there are signed contracts. Actuat payments are dependent upon and may vary
significantly based upon the decision to build, regulatory approval schedutes, timing 2nd escalation of projeet costs.

GUARANTEES

Liabilities for guaraniees are recorded jn accordance with the accounting guidance for “Guarantees,” There is no
collateral held in relation to any guarantees. In the event any guarantee is drawn, there is no recourse to third parties
unless specified below.

Indemnifications and Other Guararntees

Contracts

TCC enters into certain types of contracts which require indemnifications. Typically these contracts include, but are
not limited to, sale agreements, lease agreements, purchase agreements and financing agreements. Generally, these
agreements may include, but are not limited to, indemnifications around certain tax, contractual and environmental
matters. With respect to sale agreements, exposure generally does not exceed the sale price. The status of certain
sale agreements is discussed in the “Dispositions™ section of Note 5. As of December 31, 2012, there were no
material liabilities recorded for any indemnifications.

Lease Obligations

TCC leases certain equipment under master lease agreements. See “Master Lease Agreements” scction of Note 11
for disclosure of lease residual value guarantees.

t9
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CONTINGENCIES
Insurance and Potential Losses

TCC maintains insurance coverage normal and customary for an electrie utility, subject to various deductibles.
Insurance coverage includes all risks of physical loss or damage to assets, subject to insurance policy conditions and
exelusions. Cavered property generally includes substations, facilities and inventories. Excluded property generally
includes transmission and distribution lines, poles and towers. The insurance programs also generally provide
coverage against loss arising from certain claims made by third parties and arc in excess of TCC's retentions.
Coverage is generally provided by a combination of the protected ceil of EIS and/or various industry mutual and/or
eommercial insurance carriers.

Some potential losses or linbilities may not be insurable or the amount of insurance earried may not be sufficient to
meet potential losses and liabilities. Future losses or liabilities, if they oceur, which are not completely insured,
unless recovered from customers, could reduce future net income and eash flows and impact financial condition.

Carbon Dioxide Public Nulsance Claims

In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District
of Mississippi dismissing state eommon law nuisance claims in a putative class action by Mississippi residents
asserting thal CO; emissions exacerbated the effects of Hurricane Katrina. The Fifth Circuit held that there was no
exclusive commitment of the common law Issues raised in plaintiffs’ complaint to a coordinate branch of
government and that no initial policy determination was required to adjudicate these claims. The court granted
petitions for rehearing. An additiona! recusal left the Fifth Circuit without a quorum to reconsider the decision and
the appeal was dismissed, leaving the district court’s decision in place. Piaintiffs filed a petition with the U.S.
Supreme Court asking the court to remand the ease to the Fifth Circuit and reinstate the panel decision. The petition
was denied in January 2011, Plaintiffs refiled their complnint in federal district court. The court ordered atl
defendants to respond to the refiled complaints in October 2011, In March 2012, the eourt granted the defendants’
motion for dismissal on several grounds, including the doctrine of collateral estoppel and the applicable statute of
limitations. Plaintiffs appealed the decision to the Fifth Circuit Court of Appeals, Management will continue to
defend against the claims, Moanagement is unable to determine a range of potential losses that are reasonably
possible of occurring.

Alaskan Villages® Claims

In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas
companics, a coal company and other electrie generating companies, The complaint alleges that the defendants’
emissions of CO, contribute to global warming and constitute a public and private nuisance and that the defendants
are acting together. The complaint further alleges that some of the defendants, including AEP, conspired to create a
false scientific debate about global warming in order to deceive the public and perpetuate the alicged nuisance. The
plaintiffs also allege that the effects of global warming will require the relocation of the village at an atleged cost of
$95 million to $400 millien. In October 2009, the judge dismissed plaintiffs’ federal common law claim for
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the
claim. The judge also dismissed plaintiffs’ state law claims without prejudice to refiling in state court. The
plaintiffs appealed the decision. In September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s
decision, holding that the CA A displaced Kivalina's claims for damages. Plaintiffs’ petition for rehcaring by the full
court was denied in November 2012, but the plaintiffs eould seck further review in the U.S. Supreme Court.
Management believes the action is without merit and will continue to defend against the claims. Management is
unable to determine a range of potential losses that are reasonably possible of occurring.
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The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State
Remediation

The transmission and distribution facilities have used asbestos, polychlorinated biphenyls and other hazardous and
nenhazardous materials. TCC currently incurs costs to dispose of these substances safely.

Superfund addresses clean-up of hazardous substances that have been released to the environment. The Federal
EPA administers the clean-up programs. Several states have enacted similar laws. As of December 31, 2012, TCC
has been named potentially liable at one site under state law. In the instance where TCC has been named a
defendant, disposal or recycling activities were in accordance with the then-applicable laws and regulations.
Superfund does not recognize compliance as a defense, but imposes strict liability on partics who fall within its
broad statutory categories, Liability has been resolved for a number of sites with no significant effect on net
income,

Management cvaluates the potential Liability for each site separately, but several gencral statements can be made
about potential future liabtlity. Allegations that materials were disposcd at a particular site are often unsubstantiated
and the quantity of materials deposited at a site can be small and often nonhazardous. Although Superfund liability
has been interpreted by the courts as joint and several, typicaliy many parties are named for each site and several of
the parties are financialiy sound enterprises. At present, management's estimates do not anticipate material cleanup
costs for identified sites.

Claims by the City of Brownsville, Texas Against TCC

In 2007, the City of Brownsville, Texas filed a petition in the District Court of Dallas County, Texas, The petition
sought recovery against TCC based on aljegations of breach of contract, breach of fiduciary duty, unjust enrichment,
constructive trust, conversion, breach of the Texas theft liability act and fraud allegedly occurring in connection with
a transaction in which Brownsville purchased TCC's interest in the Oklaunion electric generating station. Following
court proceedings and mediations, the parties reached a resolution in December 2012 and the matter was dismissed.

5. DISPOSITIONS
2011
Texas Transmission Facilities

In 2011, TCC sold $10 million of transmission facilities to ETT. There were no gains or losses recorded on these
sale fransactions.

2010

Texas Transmission Facllitles

In 2010, TCC sold $66 million of twansmission facilities to ETT, There were no gains or losses recorded on these
sale transactions.

6. BENEFIT PLANS

For a discussion of investment strategy, investment limitations, target asset allocations and the elassification of
investments within the fair value hierarehy, see “Investments Held in Trust for Future Liabilities” and “Fair Value
Measurements of Assets and Liabilities™ sections of Note 1.

TCC participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.
Substantially all of TCC's employees are covered by the qualificd plan or both the qualified and nonqualified
pension plans. TCC also participates in OPEB plans sponsored by AEP to provide health and life insurance benefits
for retired employees.

21
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TCC recognizes ils funded status associated with defined benefit pension and OPEB plans in its balance sheets.
Disclosures about the plans are required by the “Compensation — Retirement Benefits” accounting guidance. TCC
recognizes an asset for a plan‘s overfunded status or a liability for a plan‘s underfunded status and recognizes, as a
component of other comprehensive income, the changes in the funded status of the plan that arise during the year
that are not recognized as a component of net periodic benefit cost. TCC records a regulatory asset instead of other
comprehensive income for qualifying benefit costs of regulated operations that for ratemaking purposes are deferred
for future recovery. The eumulative funded status adjustment is equal to the remaining unrecognized deferralg for
unamortized actuarial losscs or gains, prior service costs and transition obligations, such that remaining deferred
costs result in a regulatory asset and deferred gains result in a regulatory liability.

Actuariel Assumptions for Benefit Obligations

The weighted-average assumptions as of December 31 of each year used in the measurement of TCC's benefit
obligations are shown in the following table:

Other Postretirement

Penslon Plans Bereft Plans
Assumptlons 2012 2011 2012 201t
Discount Rate 3195% 455 % 395% 475 %
Rate of Compensation Increase 4.90 % (a) 490 % (a) NA NA

() Rates arc for base pay only. In additon, an amount is added to reflect target incentive compensation for exempt
employees and overtime and incentive pay for nonexempt empioyees,
NA Not apphcable.

A duration-based methed is used to determine the discount rate for the plans. A hypothetical portfolio of high
quality corporate bonds is constructed with cash flows matching the benefit plan tiability. The composite yield on
the hypothetical bond portfolio is used as the discount rate for the plan.

For 2012, the ratc of compensation increase assumed varies with the age of the employee, ranging from 3.5% per
year to $1.5% per year, with an average increase of 4.9%.

Actuarial Assumptions for Net Periodic Benefit Costs

The weighted-average assumptions as of January | of each year used in the measurement of TCC's benefit costs are
shown in the following Lable:

Other Postretirement
Pension Plans Benent Plans
2012 2011 2010 2012 201t 2010
Discount Rate 455% 505% 5.60% 4715 % 525% 585%
Expected Return on Plan Assets 125% 115% 8.00 % 125% 7.50 % 800 %
Rale of Compensation Increase 490% 490% 470% NA NA NA

NA Not applicable.

The expected return on plan assets for 2012 was determined by evaluating historical returns, the current investment
climate (yield on fixed income securilies and other recent investment markct tndicators), rate of inflation and current
prospects for economic growth,

The health care trend rate assumptions as of January 1 of each year used for OPEB plans measurement purposes are
shown below:

Health Cere Trend Rates 2012 2011
Initial 7.00 % 750 %
Ultimate 500 % 500 %
Year Ultimate Reached 2020 2016

22
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Assumed health care cost trend rates have a significant effect on the amounts reported for the OPEB health care
plans. A 1% change in assumed health care cost trend rates would have the following effects:

1% Increase 1% Dcercase
(In thousands)
Effect on Total Service and Interest Cost
Components of Net Periodic Postretirement Health
Care Benefit Cost 3 1,373 % (1,089)
Effect on the Health Care Component of the
Accumulated Postretirement Benefit Obligation 6,267 (4,732)

Significant Concentrations of Risk within Plan Assets

In addition to establishing the target asset allocation of plan assets, the investment policy also places restrictions on
securities to limit significant concentrations within plan assets, The investment policy establishes guidelines that
govern maxlmum market exposure, security restrictions, prohibited asset classes, prohibited types of transactions,
minimurn credit quality, average portfolio credit quality, portfolio duration and concentration limits. The guidelines
were established to mitigate the risk of loss due to significant concentrations in any investment. The plans are
monitored to control security diversification and ensure compliance with the Investment policy. As of December 31,
2012, the assets were invested in compliance with all investment limits. Sce “Investments Held in Trust for Future
Liabilities” section of Note } for limit details.

Benefit Plan Obligations, Plan Assets and Funded Status as of December 31, 2012 and 2011
The following tables provide a reconciliation of the changes in the plans' benefit obligations, fair value of plan

assets and funded status as of December 31. The benefit obligation for the defined benefit pension and OPEB plans
are the projected benefit obligation and the accumulated benefit obligation, respectively.

Other Postretirement
Pension Plans Benefit Plans
2012 2011 2012 2011
Change In Bencfit Oblipation (in thousands)
Benefit Obligation as of January 1 $ 347273 § 333,234 0§ 139929 § 131,786
Service Cost 5,199 5,000 2,459 2,218
Interest Cost 15,059 16,520 6,413 6,797
Actuarial Loss 5430 13,744 1,731 19,122
Plan Amendment Prior Service Credit - - (34,797 (12,963)
Benefit Payments (34,943) (21,225 (10,354) (10,139)
Participant Contributions - - 2,493 2,342
Medicare Subsidy - - 300 766
Bencfit Obllgation a3 of December 31 $ 338,058 $ 347,273 $ 114674 $ 139929
Change In Falr Value of Plan Assets
Fair Value of Plan Assets as of January 1 $ 305385 $ 267959 § 92891 $ 94575
Actual Gain on Plan Assets 33,366 19,191 13,460 1,536
Company Contributions 13,223 39,460 5647 4,577
Participant Contributions - - 2,493 2,342
Benefit Payments (34,943) {21,225) (10,354) {10,139)
Fair Value of Plan Assets as of December 31 $ 317,031 $ 305385 $ 104,137 § 92891
Underfunded Status as of December 31 $ (2102n % (4188%) $ (10537 $  (47.038)
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Amounts Recognized on the Balance Sheets as of December 31, 2012 and 2011

Other Postretirement
Penslon Plans Benefit Plans
Deccember 31,
2012 2011 2012 2011

(In thousands)
Other Current Liabilities - Accrued Short-term

Benefit Liability $ (290) $ 284 3 - 3 -
Deferred Credits and Other Noncurrent Liabilities -

Accrued Long-term Benefit Liability (20,737) (41,604) (10,537 (47.038)
Underfunded Status $ (2102 % (41888) § (10537) $  (47.038)

Amounts Included in Regulatory Assets as of December 31, 2012 and 2011

Other Postretirement
Pendon Plans Benefit Plans
Dccember 31,
2012 2011 2012 2011
Components (in thousands)
Nel Actuariai Loss $ 171954 § i87,753 § 57,7182 § 60,668
Prior Service Cost (Credit) 1,195 (67) (47,275) (13,660)
Reearded as
Regulatory Assets $ 173149 § 187,686 § 10507 $ 47,008

Components of the change in amounts included in Regulatory Assets during the years ended December 31, 2012 and
2011 are as follows:

Other Postretirement
Pension Plans Benefit Plans
Years Ended December 31,
2012 2011 2012 2011
Components (In thousands)
Actuarial Loss (Gain) During the Year $ (5649 § 16366 § 670 $ 24,487
Prior Service Credit - - (34,797 (12,963)
Amortization of Actuarial Loss (10,150) (8,472) (3.556) (1,760)
Amortization of Prior Service Credit 1,262 1,270 1,182 62
Change for the Year $ (14537 § 92,064 $ (36501 § 9,826
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Pension and Other Postretirement Plans® Assets

The following lable presents the classification of pension plan assels within the fair value hierarchy as of December
31,2012

Year End
Asset Class Level 1 Level 2 Level 3 Other Total Allocation
(in thousands)
Equities:
Domesic $ 88314 $ - 5 - 8 - § 88314 2719%
International 33,539 - - - 33,539 105 %
Real Estate Investment Trusts 6,114 . - - 6,114 19%
Commoen Collective Trust -

International - 293 - - 293 01%
Subiotal - Equitics 127,967 29 - - 128,260 404 %
Fixed Income:

Common Collective Trust - Debt - 2,142 - - 2,142 0.7 %

United States Government and

Agency Securities - 48,292 - - 48,292 152%

Corporate Debt - 83,335 . - 83,385 263 %

Foreign Debt . 13,410 - - 13,410 42%

State and Local Government - 2,969 - - 2,969 0.9 %

Other « Asset Backed - 2,405 - - 2,405 08 %
Subtotal - Fixed Income - 152,603 - - 152,603 43.1 %
Real Estate - - 14,824 - 14,824 4.7 %
Alternative Investments - - 13,204 - 13,204 42%
Sccurities Lending - 5423 - . 5423 1.7%
Securities Lending Collateral (2) - - - (6.133) (6,133) (1L.9Y%
Cash and Cash Cquivalents - 8,490 . - 8,490 27%
Otber - Pending Transactions and

Accrued Income (b) - - - 360 360 0.1%
Total $ 127967 $ 166809 $ 28028 $ (5773) $ 317,031 100.0 %
{a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities

Lending Program.
{b) Amounts in "Other" column primarily represent accrued interest, dividend receivabies and transactions pending
settlement.

The following lable sets forth a reconciliation of ehanges in the fair value of assets classified as Level 3 in the fair
value hierarchy for TCC's pension assets:

Corporate Real Alternative ‘Total
Debt Fstale Iavesiments Level 3
(In thousands)

Balance as of January 1,2012 $ 452 % nse s 11,380 § 23424
Actuzl Return on Pian Assets

Relating to Assets Still Held as of the Reporting Date - 1,710 521 2,231

Relating to Assets Sold During the Period (159) - 253 94
Purchases and Sales (293) 1.522 1,050 22719
Transfers into Level 3 - - - -
Transfers out of Level 3 - . - -
Balance as of December 31,2012 ] - 3 14824 § il204 § 28.028
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The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December
31,2012

Year End
Asset Class Level 1 Level 2 Level 3 Other Total Allacatlon
(In thousands)

Lguities:

Domestic $ 23027 % -3 - 3 - $ 28077 269 %

International 33,509 - - - 33,509 322%
Subtatat - Equities 61,536 - - - 61,536 591 %
Fixed Income:

Common Collective Trust - Debt - 4,818 - - 4818 46%

United States Governrment and

Agency Securities - 5,459 - - 5459 52%

Corporate Debt - 10,282 - - 10,282 2.9%

Foreign Debt - 1,738 - - 1,738 1.7%

State and Local Gavernment - 433 - - 433 05%

Other - Asset Backed - 653 - - 653 06%
Subtotal - Fixed Income - 23,433 - - 23,433 225%
Trust Owoed Lile Insurance:

International Equities - 3422 - - 3422 3%

United States Bonds - 10,797 - . 10,797 103%
Cash and Cash Equivalents 4122 757 - - 4,879 47%
Other - Pending Transactions and

Accrued Income (a) - - - 70 70 0.1%
Total $ 65658 $ 383409 $ - § 70 § 104,137 1000%

(n) Amounts In "Other* column primarily represent accrued interest, dividend recelvables and transactions pending
settlcment.
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The following table presents the classification of pension plan assets within the fair value hierarchy as of December
31, 2011:

Year End
Assct Class Tevel 1 Level 2 Tevel 3 Other Total Allocatton
(In thousands)
Equities;
Domestic $ 103245 § -3 -3 - $ 103245 338%
Intermationnl 28,306 - - - 28,306 9.1%
Real Estate Investment Trusts 7,381 - - . 7,381 24%
Common Collective Trust -

International - 9,116 - - 9,116 3I0%
Subtotal - Equities 133,932 9,116 - - 143,043 435%
Fixed Income;

Common Cotlective Trust - Debt - 1,861 - - 1,863 0.6 %

United States Government and

Agency Securitics - 40,151 - - 40,151 13.2%

Corporate Debt - 69,881 452 - 70,333 230%

Foreign Debt - 13,531 - - 13,531 44 %

State and Local Government - 3,410 - - 3,410 I.1%

Other - Asset Backed - 1,845 - - 1.845 06%
Subtotal - Fixed Income - 130,681 452 - 131,133 29%
Real Estaie - - 11,592 - 11,592 33%
Alternative Investments - - 11,330 - 11,380 37%
Sccurities Lending - 15,243 - - 15,243 50%
Securities Lending Collateral (a} - - - (16,734) (16,734) (5.5)%
Cash and Cash Equivalents - 6,534 - - 6,584 22%
Other - Pending Transactions and

Accrued Income (b) - - - {1.861) {1,861) 0 6O%
Total $ 133932 $ 161624 § 23424 § (13,595) $§ 305.385 1000 %
{a) Amounts in "Othec” column primarily represent an obligation to repay cash collateral received as part of the Securities

Lending Program.
(b) Amounts in "Cther” column primarily represent accrued interest, dividend receivables and transactions pending
settlement.

The following table sets forth a reconciliation of changes in the fair value of assets classificd as Level 3 in the fair
value hierarchy for the pension assets:

Corporate Real Alternatlve Total
Dcht Fstatle Investmenis Level3
(In thousands)

Balance as of January I, 2011 b - 3 5779 § 9029 § 14,808
Actua] Return on Plan Asscts

Relating to Assets Still Held ss of the Reporting Date - 1618 673 2,291

Relating to Assets Sold During the Period - - 24 231
Purchases and Sales - 4,195 1,447 5.642
Transfers nto Level 3 452 - - 452
Transfers out of Level 3 - - - -
Balance as of December 31, 2011 s 452 § 11,592 § 11380 § 23,424
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The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December
31, 2011:

Year End
Asset Class Level 1 Level 2 Tevel 3 Other Tolal Atlocation
(in thousands)
Equities:
Domestic $ 22914 % - % - 3 - $ 22914 247 %
Internationaf 25,062 - - - 25,062 270%
Common Colleciive Trust -

Global - 6,534 - - 6.534 7.0 %
Subtotal - Equitics 47976 6,534 - - 54,510 58.7%
Fixed Income:

Common CoBlective Trust - Debt - 4,561 - - 4,561 49%

United States Government and

Agency Sccurities - 5323 - - 5323 57%

Corporate Debt - 10,024 - - 10,024 108 %

Foreign Debt - 2,125 - - 2,125 231%

State and Local Government - 554 - - 554 06%

Other - Asset Backed - 126 - - 126 0.1%
Subtotal - Fixed Income - 22,713 - - 22,713 244%
Trust Owned Life Insurance:

International Equities - 3.046 - - 3046 13%

United States Bonds - 10,399 - - 10,399 11.2%
Cash and Cash Cquivalents 1,108 1.543 - - 2,651 29%
Other - Pending Transactions and

Accrued Income (a) - - - (428) (428) (0.5)%
Tolal $ 49084 § 44235 § - 8 (428) $ 92891 1000 %

(a) Amounts In "Other” column primarily represent accrued interest, dividend receivables and transactions pending
settlement.

Determinatian af Pension Expense

The determination of pension expense or income is based on a market-related valuation of assets which reduces
year-to-year volatility, This market-related valuation recognizes investment gains or losses over a five-year period
from the year in which they occur. Tnvestrment gains or losses for this purpose are the difference between the
expected return calculated using lhe market-relaied value of asseis and 1he actual rctumn.

December 31,
Accumulated Benefit Obilgation 2012 2011
(in thousands)
Qualified Pension Plan $ 327665 $ 337,865
Nonquuiified Pension Plan 3,i81 3,491
Total $ 330846 $ 341,356
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For the underfunded pension plans that had an accumulated benefit obligation in excess of plan assets, the projected
benefit obligation, aceumulated benefit obligation and fair value of plan assets of these plans as of December 31,
2012 and 2011 were as follows:

Underfunded Penston Plans

2012 2011
(In thousands)
Projected Benefil Obligatlon b 333,058 3 3472713
Accumutated Benefit Obligation b 310846 $ 341,356
Fair Value of Plan Assets 317,03t 305,385
Underfunded Accumulated Benefit Obligatlon $ (11815) § (35.971)

Estimated Future Benefit Payments and Contributions

TCC expects contributions and payments for the pension plans of $8.7 million during 2013. The estimated
contributions 1o the pension trust are at least the minimum amount required by the Employee Retirement Income
Security Act and additional discretionary contributions may also be made to maintain the funded status of the plan.

The table below reflects the total benefits expected to be paid from the plan or from TCC's assets. The paymcents
include the participants’ contributions to the plan for their share of the cost. In November 2012, changes to the
retiree medical coverage were announced. Effective for retirements after December 2012, contributions to retiree
medical coverage will be capped reducing exposure to future medical cost inflation. Effective for employees hired
after December 2013, retiree medical coverage will not be provided, In December 2011, the prescription drug plan
was nmended for certain participants. The impact of the changes is reflected in the Benefit Plan Obligation table as
plan amendments. Future benefit payments are dependent on the number of employees retiring, whether the retiring
employees elect to receive pension benefits as annuitics or as Jump sum distributions, future integration of the
benefit plans with changes to Medicare and other legislation, future levels of interest rates and variances in actuarial
results, The estimated payments for pension benefits and OPEB are as follows:

Estimated Paymenls
Other
Postretirement
Pension Plans Bencefit Plans
{in thousands)
2013 $ 24092 $ 9,555
2014 25,196 9,693
2015 25,947 10,029
2016 25,465 10,452
2017 27,035 10,894
Years 2018 to 2022, in Total 129,656 61,654
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Components of Net Periodic Benefit Cost

The following table provides the components of net periodic benefit cost for the years ended December 31, 2012,
2011 and 2010:

Other Postrellrement
Penslon Plans Benefit Plans
Years Ended December 31,
2012 2011 2010 2012 2011 2010
(In thousands)
Service Cost $ 5199 3% 50008 5555 % 2450 8 2213 § 2462
Interest Cost 15009 16,520 18.592 6,413 6,797 7132
Expected Return on Plan Assets (22287 (21811 (25.727) (6,604) (7,100) 6.910)
Amertization of Transition Obligation - - - - - 3,468
Amortization of Prior Service Credit (1,262) (1.270) (1,271) (1.182) (62) -
Amortization of Net Actuarial Loss 10,150 8,472 6,522 3,556 1,760 1,779
Net Perlodle Benefit Cost 6,899 6911 3671 4,642 3,613 7,931
Capitalized Portion (2,835) (2,744) (1,520) (1,808) {1,434) (3,283)
Net Perlodle Benefit Cost Recognized as
Expense $ 4064 % 416738 2151 $ 27 5§ 2,179 8 4648

Estimated amounts expected to be amortized to net periodic benefil costs (credils) and the impact on the balance
sheet during 2013 are shown in the following table:

Other
Postretirement
Penslon Plans Bencfit Pians
Components (in thousands)
Net Actuarial Loss $ 1442 3 4,003
Prior Service Cost (Credit) 320 (4.288)
Total Estimated 2013 Amortization $ 11,762  $ (285)
Expected to be Recorded as
Regulatory Asset $ 11,762 % {285)
Total 3 11,762 § (285)

American Electric Power System Retirement Savings Plan

TCC participates in an AEP sponsorcd defined contribution retirement savings plan, the American Electric Power
System Retirement Savings Plan, for substantially all employees. This qualified plan offers participants an
opportunity to contribute a portion of their pay, includes features under Scction 401 (k) of the Internal Revenue Code
and provides for matching contributions. The matching contributions to the plan are 100% of the first 1% of cligible
employee contributions and 70% of the next 5% of contributions. The cost for matching contributions totaled $3.1
million in 2012, $3 million in 2011 and $2.8 million in 2010.

7. BUSINESS SEGMENTS

TCC has one reportable segment, an integrated electricity transmission and distribution business. TCC's other
activities are insignificant,

8. DERIVATIVES AND IHEDGING

Cash Flow Hedging Strategies

TCC's vehicle flcel is exposed 1o gasoline and dicsel fuel price volatility. AEPSC, on behalf of TCC, enters into
financiat heating oil and gasoline dertvative contracts in order to mitigate price risk of future fuel purchases. Not ail
fuel price risk exposure is hedged. The gross notional volumes of TCC’s outstanding derivative contracls for
heating of! and gasoline s of December 31, 2012 and 2011 were 801 thousand gallons and 812 thousand gallons,
respectively,
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According to the accounting guidance for “Derivatives and Hedging,” TCC reflects the fair values of derivative
instruments subject to netting agreements with the same counterparty net of related cash collateral. For certain risk
management contracts, TCC is required to post or receive cash collateral based on third party eonlractual agreements
and risk profiles. For the December 31, 2012 balance sheet, TCC had no netting of cash collateral paid to third
parties against short-term and long-term risk management liabilities,

The following lables represent the gross fair value impact of TCC's derivative activity on the balance sheets as of
December 31,2012 and 2011:

Falr Value of Derlvative Instruments

December 31,2012
Gross Net Amounts of
Amounts Assets/Liabilitics
Offset inthe Presented In the
Statement of Statement of
Financial Financlal
Balance Sheet Locatlon Hedping Contracts (8) _ Positlon (b) Position (c)
(in thousands)
Prepaymenls and Other Current Assels b 62 % 28) $ M
Deferred Charges and Other Noocurrent Assels - - =
Total Assets 62 (28) KL
Other Current Liabilitics 28 (28) -
Deferred Credits and Other Noncurrent Liabilities - - -
Total Liabilities 28 (28) -
Total MTM Derivative Contract Net Assets
(Liabliitlcs) 3 45 -3 34
Fair Value of Derivative Instruments
December 31,2011
Gross Net Amounts of
Amounts Assels/Liabillties
Offsetinthe Presented in the
Statement of Statement of
Financial Financial
Balance Sheel Location Hedginp Contracts (a) _ Position (b) Position (¢)
(in thousands)
Prepayments and Other Current Asscts $ -5 -3 -
Deferred Charges and Other Noncurrent Assels - - -
Total Asscls - - -
Other Current Liabilities 129 (129 -
Deferred Credits and Other Noncurrent Liabitities - - -
Total Liabilities 129 (129) -
Total MTM Derlvative Conlract Nel Asscts
{Liabilitics) 3 (129 $ 129 § -

(#) Derivaiive insiruments within these categories are reported gross, These inslruments are subject to masicr nening
agreements and are presented on the balance sheets on a net basis in accordance with the accounting guidance for
*Derivatives and Hedging."

(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in
accardance with the accounting guidance for "Derivatives and Hedging.”

(c) There are no derivative contracts subject to a master netting arrangement or simifar ngreement which are not offset in
the statement of financia] position.
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Accounting for Cash Flow Hedging Strategies

For cash flow hedges (i.c. hedging the exposure to variability in expected future cash flows that is attributable to a
particular risk), TCC initially reports the effective portion of the gain or loss on the derivative instrument as a
component of Accumulated Other Comprehensive Income (Loss) on its balance sheets until the peried the hedged
item affects Net Income. TCC records hedge ineffectiveness as a regulatory asset (for losses) or a regulatory
liability (for gains).

TCC reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges
from Accumulated Other Comprehensive Income (Loss) on its balance sheets into Other Operation expense,
Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on its statements of
income. During 2012, 2011 and 2010, TCC designated heating oil and gasoline derivatives as cash flow hedges.
Hedge ineffectiveness was immaterial for this hedge strategy,

The following table provides details on designated, effective cash flow hedges included in Accumulated Other
Comprehensive Income (Loss) on TCC's balance shects and the reasons for changes in cash flow hedges for the
years ended December 31, 2012, 2011 and 2010. All amounts in the following tables are presented net of related
income taxes.

Total Accumuloted Other Comprehensive Income (Loss) Activity for Cash Flow Iedges
Years Ended December 31, 2012, 2011 and 2010

Years Ended December 31,
2012 2011 2010
{in thousands)
Balance In AOCI a3 of January 1, 5 By $ s s 163
Changes in Fair Vatue Recognized in AOCI 155 190 105
Amount of (Gain) or Loss Reclassified from AQCI
lo Statement of Income/within Balance Sheel:

Other Operatian Expense (%)) a3n (65)

Mainienance Expense (1 (108) (36)

Property, Plant and Equipment (16) (150) (52)
Balancein AOCI as of December 31, $ 29 3 83) § 115

Cash flow hedges included in Aecumulated Other Comprehensive Income (Loss) on TCC's balance sheets as of
December 31, 2012 and 2011 were:

Impact of Cash Flaw Hedges on the Balance Sheet
December 31, 2012 and 2011

December 31,
2012 2011
(In thousands)

Hedging Assets $ 4 % -
Hedging Liabilities - 129
AQCI Gain (Loss) Net of Tax 29 (83)
Portion Expected to be Reclassified to Net

Income During the Next Twelve Months 29 33

The actual amounts that TCC reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income
can differ from the estimate above due to market price changes, As of December 31, 2012, the maximum length of
time that TCC is hedging (with contracts subjeet to the accounting guidance for *Derivatives and Hedging™) its
exposure to variability in future cash flows related to forecasted transactions is 12 months.
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9. FAIR VALUE MEASUREMENTS

Fair Value Measurements of Long-term Debt

The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or
similar Issues and the current interest rates offered for instruments with similar maturities classified as Level 2
measurement inputs, These instruments are not marked-to-market. The estimates presented gre not necessarily
Indicative of the amounts that could be realized in & eurrent market exchange.

The book values and fair values of TCC's Long-term Debl as of December 31, 2012 and 2011 are summarized in the
following table:

December 31,
2012 2011
Book Value  Fair Value  Book Value  Falr Value
(in thousands)
Long-term Debt $ 2924566 $ 3328785 $ 2,390,716 $ 2,742,800
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Fair Value Measurements of Financial Assets and Liabilities

For = discussion of fair value accounting and the classification of assets and liabilities within the fair value
hierarchy, see the “Fair Value Measurements of Assets and Linbilities™ section of Note 1.

The following tables set forth, by level within the fair value hierarchy, TCC's financial asscts and liabilities that
were accounted for at fair value on a recurring basis as of December 31, 2012 and 2011. As required by the
accounting guidance for "Fair Value Measurements and Disclosures,” financial assets and liabilitics are classified in
their entirety based on the lowest level of input that js significant to the fair vafue measurement. Management's
assessment of the significance of a particular input Lo the fair value measurement requires judgment and may affect
the valvation of fair value asscts and labilitics and their placement within the fair value hierarchy levels. There
have not becn any significant changes in management's valuation techniques.

Asscis and Llabilitfes Measured at Falr Value on a Recurring Basts

December 31,2012
Level 1 Level 2 Levet 3 Other Total
Assets: (In thousands)
Restricted Cash for Securitized Transition Funding (a) $ 2t5218 $ - 3 -8 14 § 215232
Risk Management Assels
Cash Flow Hedges:

. Commodity Hedges (b) - 62 - (28) 34
Total Assels $ 215218 § 62 $ - 3 (149 § 215266
Llabitities:

Risk Management Liabltities

Cash Flow Hedges:

Commedity Hedges (b) $ -3 23 3 -3 {28) % -

Asscls and Liabilities Mcasured at Fair Value on a Recurring Basls
December 31, 2011
Level 1 Level 2 Level 3 Other Tora!
Assets: (En thousands)
Other Cash Deposits (a) $ 190995 $ - 3 - 8 14 § 191,009
Llabilitles:
Risk Management Linbllities

Cash Flow Hedges:

Commedity 1{edges (b) - 129 - {129) -

(a) Amounts in “Other”* column primarily represent cash deposits with third parties. Level 1 amounts primarily represent
Investments in money market funds,

(t) Amounts In *Other” column primarily represent counterparty netting of risk management and hedging contracts and
associated cash collateral under the accounting guidance for “Derivatives and Hedging.”

There have been no transfers between Level 1 and Level 2 during the years ended December 31, 2012, 2011 and

. 2010.
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10. INCOME TAXES

The details of TCC’s income taxes before extraordinary item as reported are as follows:

Years Ended December 31,
2012 2011 2010
(in thousands)

Income Tax Expense (Credit):

Current $ 80,128 $ 19471 § 26,383

Deferred (27,328) 127,155 4572

Deferred Investment Tax Credits (804) {805} (808)
Income Tax Expensc 3 51996 3 165821 $ 30,147

The following is a reconcilintion of the difference between the amount of federal income taxes computed by
multipiying book income before income taxes by the federal statutory rate and the amount of income taxes reported:

Years Ended December 3,
2012 20tl 2010
(In thousands)

Net Income 3 109466 § 680353 § 68,267
Extraordinary Item, Net of Tax of $112,095in 2011 - (371.093) -
Income Tax Expense 51,996 165,821 30,147
Pretax Income $ 161462 % 471,081 § 98414
Income Taxes on Pretax Income at Statutory Rate (35%) $ 56,512 % i65578 § 34445
Increase (Decrease) In Income Taxes resulting from the following ilems:

Depreciation 922 1227 1,291

Investment Tax Credits, Net (804) (805) (803)

State and Local Income Taxes, Net 2,440 1,244 2483

Parent Company Loss Benefit [t %] )] (2,620) 3,097

Other 1.243 1,197 (4,167)
Income Tax Expense $ 51996 $ 165821 $ 30,147
Effective Income Tax Ratle 3122% BI1% 306 %

The following tabie shows elements of TCC's net deferred tax liability and significant temporary differences:

December M,
2012 2011
(In thousands)
Deferred Tax Assets s 138876 § 121,789
Deferred Tax Liabilities {1,454,218) {i,464,073)
Net Deferred Tax Liabiiitics s (1,315,342} $ (1,342,284)
Property Related Temporary Differences s (532,790) $ (487.040)
Amounts Due from Customers for Future Federal Income Taxes (4.515) (4,789)
Accrued Pensions 10,883 17,792
Regulatory Assets (19,535) (271,i65)
Secutitized Transition Assets (780,009) (621,384)
All Other, Net 10,624 24,306
Net Deferred Tax Liabllitles $ (1,315,342) § (1.342,284)
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AEP System Tax Allocation Agreement

TCC joins in the filing of a conselidated 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 AEP System companies allocates the
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax
expense. The tax benefit of (he Parent is allocated to its subsidiaries with taxable income. With the exception of the
loss of (he Parent, the method of allocation reflects a separate return result for each company in the consolidated
group,

Federal and State Income Tax Audit Status

TCC and other AEP subsidiaries are no longer subject to U.S. federal examination for years before 2009, TCC and
other AEP subsidiarics completed the examination of the years 2007 and 2008 in April 2011 and settled all
outstanding issues on appeal for the years 2001 through 2006 in October 2011, The settlements did not materially
impact TCC's and other AEP subsidiaries’ net income, cash flows or financial condition, The IRS examination of
years 2009 and 2010 started in October 2011.  Although the outcome of tax audits is uncertain, in management’s
opinion, adequate provisions for federa! income taxes have been made for potential liabilities resulting from such
matters, In addition, TCC acerues interest on these uncertain tax positions. Management is not aware of any issues
for open tax years that upon final resolution are expected to materially impact net income.

TCC and other AEP subsidiaries file income tax returns in various state and local jurisdictions. Thesc taxing
authorities routinely examine the tax returns and TCC and other AEP subsidiaries are currently under examination
in several state and local jurisdictions, Management believes that previously filed tax returns have positions that
may be challenged by these tax authorities. However, management believes that adequate provisions for income
taxes have been made for potential liabilities resulting from such challenges and that the ultimate resolution of these
audits will not materially impact net income. With few exceptions, TCC Is ne longer subject to state or local
Income tax examinations by tax authorities for years before 2008.

Tax Credit Carryforward

As of December 31, 2012, TCC had unused federal income tax credits of $649 thousand, not all of which have an
expiration date. Included in the credit carryforward are federal general business tax credits of $135 thousand. If
these credits are not utilized, the federal general business tax credits will expire in the years 2028 through 2031,

TCC anticipates future federal taxable income will be sufficient to realize the tax benefits of the federal tax eredits
before they expire unused.

Uncertain Tax Positions

TCC recognizes Interest accruals related to uncertain tax positions in interest income or expense as applicable, and
penalties in Other Operation expense in accordance with the accounting guidance for “Income Taxes.”

The following table shows the amounts reported for interest expense, interest income and reversal of prior peried
interest expense;

Years Ended December 3t,
2012 2011 2010
{tn thousands)
Interest Expense 5 ot $ 238 8§ 648
Interest Income - (3,655) -
Reversat of Prior Period Tnicrest Expense 16 1,785 -
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The following table shows balances for amounts acerued for the receipt of interest and the payment of interest and
penalties:

December 31,
2012 20¢t
(In thousands)
Accrual for Receipt of Interest 5 - 8§ 122
Accrual for Payment of Inierest Penalties 749 259

The reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

2012 2011 2010
(in thausands)

Balance as of January 1, $ 2923 % 14991 $ 15,526
{ncrease - Tax Positions Taken During a Prior Period 589 1,948 849
Decrease - Tax Positions Taken During a Prior Period (80) (2,300) (1.028)
Increase - Tax Positions Taken During the Current Year - - -
Decrease - Tax Positions Taken During the Current Year - - (356)
Decrease - Settlements with Taxing Authorities (595) (7.659) -
Dectease - Lapse of the Applicoble Statute of Limitations (87) {4,057 -
Balance as of Deeember 31, $ 2,750 $ 2923 § 14,991

The total amount of unrecognized tax benefits that, if recognized, would affcct the effective tax rate is $1.1 million,
$800 thousand and $1.3 million for 2012, 2011 and 2010, respectively, Management believes there will be no
significant netincrease or decrease in unrecognized tax benefits within 12 months of the reporting date.

Federal Tax Legislation

The Patient Protection and Affordable Care Act and the related Health Care and Eduecation Reconciliation Act
(Health Care Acts) were enacted in March 2010. The Heaith Care Acls amend tax rules so that the portion of
employer heaith care costs that are reimbursed by the Medicare Part D prescription drug subsidy will no longer be
deductible by the employer for federal income tax purposes effective for years beginning after December 31, 2012,
Because of the loss of the future tax deduction, a reduction in the deferred tax asset related to the nondeductible
OPEB liabiiities accrued to date was recorded by TCC tn March 2010, This reduction, which was offset by
recording net tax regulatory assets, did not materially affect TCC's net income, cash flows or financial eondition for
the year ended December 31, 2010.

The Small Business Jobs Act (the 2010 Act) was enacted in September 2010, Included in the 2010 Act was a one-
year extension of the 50% bonus depreciation provision. The Tax Relief, Uncmployment Insutance Reauthorization
and the Job Creation Act of 2010 extended the life of research ond development, employment and several energy tax
credits originally scheduled to expire at the end of 2010. In addition, the 2010 Act extended the time for claiming
bonus depreciation and tncreased the deduction to 100% for part of 2011 and 2010, The enacted provisions did not
materiaily impact TCC's net income or financial condition but had a favorable impact on cash flows of
approximately $43 million in 2010,

In December 2011, the U.S. Treasury Department issued guidance regarding the deduction and capitaiization of
expenditures related to tangible property. The guidance was in the form of proposed and (emporary regulations and
generally is effective for tax years beginning in 2012, In November 2012, the effective datc was moved (o tax years
beginning in 2014, Further, the notice stated that the U, S. Treasury Department anticipates that the final regulations
wiil eontain changes from the lemporary regulations. Management will evaluate the impact of these regulations
once they are issued,

The American Taxpayer Relief Act of 2012 (the 2012 Act) was enacted in January 2013, Inciuded in the 2012 Act
was a one-year exiension of the 50% bonus depreciation. The 2012 Act also retroactively extended the iife of
research and development, employment and several energy tax eredits, which expired at the end of 2011, The
enacted provisions wiil not materiaily impact TCC's net income or financial condition but are expected to have a
favorable impact on cash flows in 2013.
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11. LEASES

Leases of property, plant and equipmenl are for periods up to 10 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 for both operating and capital leases are generally charged to Other Operation and Maintenance
expense in accordance with rate-making treatment for regulated operations. The components of rental costs are as

follows:

Years Ended December 31,
Lease Rental Costs 2012 2011 2010
(in thousands)
Net Lease Expense on Operating Leases $ 38 § 4952 § 4,656
Amortization of Capital Leases 1,928 1,138 1,543
Interest on Capitat Leases 213 253 177
Total Lease Rental Costs $ 596t % 6941 § 6,376

The following lable shows the property, plant and equipmenl under capital leases and related obligations recorded
on TCC's balance sheets. Capital lease obligations are included in Other Current Liabilities and Deferred Credits
and Other Noncurrent Liabilities on TCC's balance sheets.

December 31,
2012 201t
(In thousands)
Property, Plant and Equipment Under Capital Leases
Total Property, Plant and Equipment Under Capilal Leases — Other s 6164 3§ 4,503
Accumulated Amortization 1,923 1,558
Net Property, Ptant and Equipment Under Caplial Leascs $ 4241 $ 2,945
Obligntlons Under Capltal Leases

Noncurrent Liabiiny $ 2735 § 1,758
Liability Due Within One Year 1,506 1,187
Total Obligatlons Under Capital Lenses 3 4,241 § 2,945

Future minimum lease payments consisted of the following as of December 31, 2012;

Noncancelable

Fulure MinImum Lease Payments Caplinl Leases QOperating Leases
(In thousands)

2013 $ 1659 § 3,125
2014 808 2,485
2015 660 2,213
2016 502 1,957
217 397 1,430
Later Years 725 2,47
Total Future Minlmum Lease Paymenls 475t 3 13,68t
Less Estimated Interest Element 510

Estimated Present Value of Future Minlmum Lease Payments  § 4,241
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Master Lease Agreements

TCC leases certain equipment under master lease agreements. Under the lease agreements, the lessor is guaranteed
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the
Icase term. If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the
lease term, TCC is committed to pay the difference between the actual fair value and the residual value guarantee.
Hislorically, at the end of the Icase term the fair value has been in excess of the unamortized balance. As of
December 31, 2012, the maximum potential loss for these lease agreements was approximately $2.6 million
assuming the fair value of the equipment is zero at the end of the Icase term.

12. FINANCING ACTIVITIES

Preferred Stock

In Deeember 2011, TCC redeemed all of its outstanding preferred stock with a par value of $5.3 million at a
premium, resulting in & $269 thousand loss, which is included in Preferred Stock Dividend Requirements Including

Capital Stock Expense on TCC's statement of income.

Number of Shares Redeemed

Years Ended December 31,

Series 2011 2010
4.00% 41.736 It
4.20% 15,301 2,000

Long-term Debt

There are certain limitations on establishing liens against TCC's assets under its indentures. None of the long-term
debt obligations of TCC have been guaranteed or secured by AEP or any of its affiliates,

The following details long-term debt outstanding as of December 31, 2012 and 2011:

Welghted
Average
Interest Rete as of Interest Rate Ranges as of Outstanding as of
December 31, December 31, December 31,
Type of Debi Maturity 2012 2012 201t 2012 2010t
{In thousands)
Senior Unsecured Notes 2033 6 65% 6 65% 6 65% $ 275000 § 275000
Pollution Control Bonds (a) 20(2-2030 3.20% 4.40%-6 30%  1.125%-6 30% 369,555 429,555
Securitization Bonds 2013-2024 () 421% 088%-625% 498%-6.25% 2,231 437 1,687,746
Unamortized Discount, Net {1.426) (1,585)
Total Long-term Debt Outstanding 2,924 566 2,390,716
Long-term Debt Due Within One Year 243378 23,574
Long-term Debt $ 2681083 $ 2,159,142

(a} Standby bond purchase agreements and Insurance policies support certain series.
(b) Dates represent the scheduled final payment dates for TCC's seeuritization bonds, The maturity date is one 1o two years
later. These bonds have been elassified for mawrity and repayment purposes based on the scheduled final payment date,
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Long-term debt outstanding as of December 31, 2012 is payabie as follows:

Alter
2013 2014 2015 2016 2017 2017 ‘Total
(in thousands)
Principal Amount $§ 243378 5 258000 § 273690 § 253709 § 263060 S 1634056 $ 2925992
Unamortized Discount, Net (1,426)
Totat Long-term Debt
Outstanding $ 2,924,566

In January 2013, TCC retired $105 miilion of its outstanding Securitization Bonds.

As of December 31, 2012, trustees held, on TCC's behalf, $120 million of its reacquired Poltution Control Bonds.
Dividend Restrictions

Federal Power Act

The Federal Power Act prohibits TOC from participating “In the making or paying of any dividends of such public
utility from any funds properly included in capital account.” The term “capital account” is not defined in the
Federal Power Act or its regulations. Management understands “capital account™ to mean the book value of the
common stock. This restriction does not limit the ability of TCC to pay dividends out of retained eamings.

Utility Money Pool—~ AEP System

The AEP System uses a corporate borrowing program 1o meet the short-term borrowing needs of the subsidiaries.
The corporale borrowing program includes a Utility Money Pool, which funds AEP’s utility subsidiarics. The AEP
Sysiem Utilify Money Pool operates in accordance with the terms and conditions approved in a regulatory order,
The amount of outstanding borrowings from the Utility Money Pool as of December 31, 2012 and 2011 is included
in Advances from Affifiates on TCC's balance sheets. TCC's Ulility Money Pool activity and corresponding
authorized borrowing limits for the years ended December 31, 2012 and 2011 are described in the following table:

Maximum Maximum Average Average Borrowings Authorized
Borrowings Loans Borrowings Loans from Utility Short-Term
from Utility to Utility from Utllity to Utllity Money Pool as of Borrowing
Year Money Pool Maoney Pool Money Pool Money Pool December 31, Limit
(tn thousands)
2012 5 103,335 § 720,746 $ 54849 § 53036 % 103335 § 250,000
2011 36,043 141,586 19.326 53,569 36,043 250,000

Maximum, minimum and average inlerest rates for funds eithcr borrowed from or loaned to the Ultility Money Pool
for the years ended December 31, 2012, 2011 and 2010 are summarized in the following table:

Maximum MIinimum Maximum Minfmum Average Average
Intercst Ralcs  Inferest Rates  Interest Rates  Interest Rates  Interest Rates  Interest Ratcs

for Funds for Funds for Funds for Funds for Funds for Funds

Borrowed Borrowed Loaned Loaned Borrowed Loaned
Years Ended fram Utllity from Utitity to Unility to Utility from Utifity to Utliity
December 31,  Money Pool Money Pool Money Pool Money Pool Money Pool Money Poot
2012 056% 0.39% 043 % 046 % 046 % 047%
201 051 % 0.39% 0.56 % 0.06 % 0.46 % 0.29%
2010 -% -% 055 % 000 % -% 0271%
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Interest expense and interest income related to the Utility Money Pool are included in Interest Expense and Interest
Income, respectively, on TCC's slatements of income. For amounts borrowed from and advanced to the Utility
Moncy Pool, TCC incurred the following amounts of interest expense and earned the foliowing amounts of interest
incorne for the years ended December 31, 2012, 2011 and 2010:

Years Ended December 31,
2012 2011 2010
{in thousands)
Interest Expense 3 201 % 13 % -
Interest Income 55 138 351

13. RELATED PARTY TRANSACTIONS

For other related party transactions, alse see “Texas Transmission Facilities™ sections of Note 5, “AEDP System Tax
Allocation Agreemnent” scetion of Note 10 and “Utility Moncy Pool — AEP System” section of Note 12.

Affiliated Revenues

TCC's other revenues derived from sales to affiliates for the years ended December 31, 2012, 2011 and 2010 were
$3.7 million, $3.7 million and $4.2 million, respectively. These related party revenues are reported in Sales to AEP
Affiliates on TCC's statements of income,

ERCOT Transmission Cost of Service

TCC's net expenses allocated pursuant to the PUCT-approved ERCOT protocols for the years ended December 31,
2012, 2011 and 2010 were $2.1 million, $2.1 million and $2.1 million, respectively. The net expenses are recorded
in Other Operation expenses on TCC's statements of income.

ERCOT Transmission Service Charges
Pursuant to an order from the PUCT, ETT bills TCC for {ts ERCOT whoiesale transmission services. ETT billed

TCC $6.5 million, $4.4 million and $2.7 million for transmission services in 2012, 2011 and 2010, respectively.
‘The billings are recorded in Other Operation expenses on TCC's statements of income.

Sales and Purchases of Property
TCC had affiliated sales and purchases of electric property individually amounting to $500 thousand or more and

sales and purchases of meters and transformers for the years ended December 31, 2012, 2011 and 20i0 as shown in
the following table:

Yeors Ended December 31,
2012 2011 2010
(In thousands)
Salcs $ 7517 % 4915 % 1,681
Purchases 3844 2,880 883

The amounts above are recorded in Property, Piant and Equipment on the balance sheets,

Intercompany Billings

TCC performs certain utility services for other AEP subsidiaries when necessary or practicai. The costs of these
services are billed on a direct-charge basis, whenever possible, of on reasonabje basis of proration for services that

benefit multiple companies. The billings for services are made at cost and include no compensation for the use of
equity capital.
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14. VARIABLE INTEREST ENTITIES

The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a
controlling financial interest in a VIE. A controlling financial interest will have both (a) the power lo direct the
activities of a VIE that most significantly impact the VIE's economic performance and (b) the obligation to absorb
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that
eould potentiatly be significant to the VIE. Entities are required to consolidate 8 VIE when it is determined that they
have a controlling financial interest in & VIE and therefore, are the primary beneficiary of that VIE, as defined by the
accounting guidance for “Variable Interest Entities.” In dctermining whether TCC is the primary beneficiary of a
VIE, management considers factors such as equity at risk, the amount of the VIE's variability TCC absorbs,
guarantees of indebtedness, voting rights including kick-out rights, the power to direet the VIE, variable interests
held by related parties and other factors. Management believes that significant assumptions and judgments were
applied consistently.

AEP Texas Central Transition Funding 1 LLC, AEP Texas Central Transition Funding II LLC and AEP Texas
Central Transition Funding [I1 LLC, wholiy-owned subsidiaries of TCC, (collectively Transition Funding) were
formed for the sole purpose of issuing and servicing securitization bonds related to Texas Restructuring Legislation.
Management has concluded that TCC is the primary beneficiary of Transition Funding because TCC has the power
to direct the most significant ectivities of the VIE and TCC's equity interest could potentially be significant,
Therefore, TCC is required to consolidate Transition Funding. The securitized bonds totaled $2.3 billion end $1.7
billion as of December 31, 2012 and 2011, respectively, and are included in current and long-lerm debt on the
balance sheets. Transition Funding has securitized transition assets of $2.1 billion and $1.6 biilion as of December
31, 2012 and 2011, respectively, which are presented separately on the face of the balance sheets, The securitized
transition assets represent the right to impose and coilect Texas true-up costs from customers receiving electrie
transmission or distribution service from TCC under recovery mechanisms approved by the PUCT, The
securitization bonds are payabie only from and secured by the securitized transition asscts. The bondholders have
no recourse to TCC or any other AEP entity. TCC acts as the servicer for Transition Funding's securitized transition
asset and remits all related amounts collected from customers to Transition Funding for interest and principal
payments on the securitization bonds and related costs.

The balances below represcnl the assets and liabitities of the Transition Funding that are consolidated. These
balances include intercompany transactions that are eliminated upon consolidation,

AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
VARIABLE INTEREST ENTITIES
December 31, 2012 and 2011
(in miilions)

Transition Funding

ASSETS 2012 011
Current Assels $ 249286 § 219,708
Other Noncurrent Assets 2,161,217 (a) 1,580,149
Tolaf Assels $ 2416503 §  1,799.857
LIABILITIES AND EQUITY
Cutrent Linbilines $ 037115 S 229,314
Noncurrent Liabilities 2,094,678 1,556,446
Equity 18.050 14,037
‘Total Liabitities and Equity § 2416503 $ 1,799.857

(a) Includes on intercompany ilem eliminated in consolidation of $89 miliion.

AEPSC provides certain managerial and professional services to AEP’s subsidiaries. AEP is the sole equity owner
of AEPSC. AEP management controls the activities of AEPSC. The costs of the services are based on a direct
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost. AEP subsidiaries have
not provided financial or other support outside the reimbursement of costs for services rendered, AEPSC finances
its operations through cost reimbursement from other AEP subsidiaries. There are no other terms or arrangements
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP
subsidiary or expose them to losses outside of the normal course of business, AEPSC and iis biiiings are subject to
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regulation by the FERC, AEP subsidiaries are exposed to losses to the exient they cannot recover the costs of
AEPSC through their normal business operations. AEP subsidiaries are considered to have a significant interest in
AEPSC due to their activity in AEPSC's cost reimbursement structure, However, AEP subsidiaries do not have
control over AEPSC. AEPSC is consolidated by AEP. In the event AEPSC would require financing or other
support outside the cost reimbursement billings, this financing would be provided by AEP. TCC’s total billings
from AEPSC for the years ended December 31, 2012, 201 and 2010 were $65 million, $63 million and $76 million,
respectively. The earrying amount of liabilities associated with AEPSC as of December 31, 2012 and 2011 was $10
million and $7 million, respectively. Management estimates the maximum exposure of Joss to be equal to the
amount of such liability.

15. PROPERTY, PLANT AND EQUIPMENT
Depreciation

TCC provides for depreciation of Property, Plant and Equipment on a straight-line basis over the estimated useful
lives of property, generally using composite rates by functional class. The following table provides the annual
composite depreciation rates by functional class:

2012 Regulaled Nonrepntaled
Annuat Annuat
Functional  Property, Camposile Property, Camposile
Class af Plantand  Accumufated Depreciatian Depreclabie Plentand  Accumulated Depreciatian  Depreclable
Property  Equipment __Depreciation Rale Life Raopes  Equipment Depreclation Rale Lile Ranpes
{in thausands) {in years) (in thousands) (In years)
Transmission § 1,194,582 § 239,141 1.5% 50-81 3 « 3 - NA NA
Distribution 2,120,155 431,152 16% 22.64 - - NA NA
cwip 104,788 9.344) NM NM - - NA NA
Other 261,788 110,231 1.3% 15-40 2,540 674 NM NM
Total § 316813138 771,180 $ 2540 $ 674
2011 Repulajed Nonregulaled
Annual Annual
Functional  Praperty, Composile Property, Camposile
Class of Plantand  Accumulaled Depreciatinn Depreclable  Plantand  Accumulated Depreciation  Depreciable
Property Equipmenl __Deprecialion Rate Life Ranges _Equipment Depreciation Rate Life Ranges
{In thausands) (in years) (in thousands) (in years)
Transmisslon $ 1135982 § piyALL) 1.5% 50-81 $ -8 - NA NA
Distributien 2,002,508 402,267 J6% 22-64 - - NA NA
CWIP 58,908 6,634 NM NM - - NA NA
Dther 256,064 110,317 131% NM 3346 1127 NM NM
Tolat § 3453460 8 736,395 $ 3,346 § 1,127
2010 Repnlnled Nonrepulnied
Annuat Compaosile Annual Camposite
Depredation Drpreciable Depreciation Depreclable
Functional Class of Propecty Rale Life Ranpes Rale 1 1le Ranges
(In years) (In years)
Transmission 16% 50-81 NA NA
Distribution 15% 22-64 NA NA
Cwip NM NM NA NA
Other 65% NM NM NM

NA  Nol applicable.
NM Nol meaningful.
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The composite depreciation rate generally includes a compenent for nonasset retirement obligation (non-ARO)
removal costs, which is credited to Accumulated Depreciation and Amortization, Actual removal costs incurred are
charged to Accumulated Depreciation and Amortization.  Any excess of accrued non-ARO removal costs over
actual removal costs incurred is reclassified from Accumulated Deprecintion and Amortization end reflected as a
regulatory liability.

Asset Retirement Obligations (ARD)

TCC records ARO in accordance with the accounting guidance for “Asset Retirement and Environmental
Obligations” for asbestos removal, TCC has identified, but not recognized, ARO liabilities related to electric
transrnission and distribution assets, &s a result of certain easements on property on which assets are owncd,
Generally, such easements are perpetual and require only the retirement and removal of assets upon the cessation of
the property’s use. The retirement obligation is not estimable for such easements sinee TCC plans to use its
facilities indefinitcly. The retirement obligation would only be recognized if and when TCC abandons or ceases the
use of specific easements, which is not expeeted.

The following is a reconeiliation of the 2012 and 2011 aggregate catrying amounts of ARO for TCC:

Revislons in
AROasof  Accrction Llabilities Llabllities CashFlow  AROasof
Year January 1, Expense Incurred Seliled Estimates December 31,
(in thousands)
2012 $ 1,869 § 117 % 15 % (45)% 19% 1.975
2011 1,550 99 220 - - 1,869

Allawance for Funds Used During Construction (AFUDC)

TCC's amounts of allowance for borrowed end equity funds used during construction are summarized in the
following table:

Years Ended December 31,
2012 2011 2010
(in thousands)
Allowance for Equity Funds Used During Construction $ 1967 $ 2642 § 4653
Allowance for Borrowed Funds Used During Construction 1,309 1,402 3.637

16. COST REDUCTION PROGRAMS
2012 Sustalnable Cost Reductions

In April 2012, management initiaied & process to Identify strategic reposilioning opportunities and efficiencies that
will result in sustainable cost savings. Management selected a consulting firm to conduct an organizational and
process evaluation and a second firm to evoluate current employce benefit programs. The process resulted in
involuntary severances and is expecied to be completed by the end of the first quarter of 2013, The severance
program provides two weeks of base pay for every year of service along with other severance benefits.

TCC recorded a charge to expense during 2012 related to the sustainable cost reductions initiative.

Expense Remalning
Allocatlon from Balance as of
AEPSC Tncurred Seitled Deccmber 31, 2012
(In thousands)
$ 2453 §$ 702 % (2,456) $ 699

These expenses relate primarily to severance benefits. They are included primarily in Other Operation expense on
the statement of income and Other Current Liabilitics on the balance sheet.
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2010 Cost Reduction Initiatives

In April 2010, manngement began initiatives to decrease both labor and non-labor expenses with a goal of achieving
significant reductions in operation and maintenance expenses. A total of 2,461 positions was eliminated across the
AEP System as a result of process improvements, streamlined organizational designs and other efficiencics, Many
of these eliminated positions resulted from employees that elected retirement through voluntary severance. Most of
the affected employees terminated employment as of May 31, 2010. The severance program provided two weeks of
base pay for every year of service along with other severance benefits,

TCC recorded a charge to Other Operation expense during 2010 primarily refated to severance benefits as the result
of headcount reduction initiatives. The total amount incurred in 2010 by TCC was $24.9 million.

17. UNAUDITED QUARTERLY FINANCIAL INFORMATION

In management's opinion, the unaudited quartesly information reflects all normal and recurring accruals and
adjustments necessary for a fair presentation of the results of operations for interim periods. Quarterly results are
not necessarily indicative of a full year's operations because of various factors, TCC's unaudited quarterly financial
information is as follows:

2012 Quarterly Perlods Ended

March 31 June 30 September 30 December 31
{[n thousnnds}
Tota! Revenues S 210995 § 260448 § 287667 § 229,748
Opernting Income 69.464 7177 87,445 56,268
Net Income 30,275 27,299 33.630 18,262
2011 Quarterly Perlods Ended
March 31 June 30 September 30 _December 31
{In thousands)
Total Revenues S 209,100 $ 238,135 § 264954 § 210,643
Cperating Income 63,518 71,728 83,270 58,306
Income Before Extrnordinary Tiem (a) - - 201,933 61,129
Extraordinary Item, Net of Tax (a) - - 273452 99,641
Net Income 18,312 25,866 475385 (b) 160,770 (b)
(a) See Note 2 for discussion of extraordinary item related to Texas Restructuring appeals recorded in the third
and fourth quarters of 2011.
(b) Includes carrying costs income related to Texas Restructuring appeals recorded in the third and fourth quarters
of 2011,
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ANNEX2
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2013 First Quarter Report

Consolidated Financial Statements
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GLOSSARY OF TERMS

When the following terms and abbreviations appear In the text of this report, they have the mernings

indicated below.

Term Meaning

AEP or Parent American Electric Power Company, Inc., a utility holding company.

AEP System American Electric Power System, an Integrated electric utility system, owned and
operated by AEP’s electric utility subsidiaries.

AEPSC American Electric Power Service Corporation, an AEP service subsidiary providing
management and professional services to AEP and its subsidiaries.

AOCI Accumulated Other Comprehensive Income.

CAA Clean Air Acl.

Co, Carbon dioxide and other grecnhouse gases.

FERC Federal Energy Regulatory Commission.

FTR Financial Transmission Right, a financial instrument that entitles the holder to
receive compensation for certain congestion-related transmission charges
that arise when the power grid is congested resulting in differences in
locational prices.

GAAP Aceounting Principles Generally Accepted in the United States of America.

IRS Internal Revenue Service.

MTM Mark-to-Market,

OPED Other Postretirement Benefit Plans,

oTC Over the counter,

PUCT Publie Utility Commission of Texas.

Risk Management Contracts

TCC
Transition Funding

Texas Restructuring
Legislation
Utitity Money Pool

VIE

Trading and nontrading derivatives, including those derivatives designated as cash
flow and fair value hedges.

AEP Texas Central Company, an AEP clectric utility subsidiary,

AEP Texas Centrai Transition Funding T LLC, AEP Texas Centra! Transition Funding
11 LLC and AEP Texas Centrai Transition Funding I1I LLC, wholiy-owned
subsidiaries of TCC and consolidated variable interest entities formed for the
purpose of issuing and servicing securitization bonds related to Texas
restructuring law.

Legislation enacted in 1999 to restructure the eleetric utility industry in Texas.

Centralized funding mechanism AEP uses to meet the short-term cash requirements
of certain utility subsidiaries.
Variable Interest Entity.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended March 31,2013 and 2012
{in thousands)

(Unaudited)

‘Three Months Ended March 31,

2013 2012
REVENUES
Elcctric Transmussion and Distribution s 224961 § 200,740
Sales to AEP Affiliates 976 884
Other Revenues 641 371
TOTAL REVENUES 226,578 210,995
EXPENSES

Other Opcration 60,297 50,716
Mainicnance 8,862 7.358
Depreciation and Amortization 75,004 66,745
Taxcs Other Than Income Taxes 14,538 16,712
TOTAL EXPENSES 158,79t 141,531
OPERATING INCOME 67,787 69,464
Other Income (Espense):

Interest Income 13 i23
Carrying Costs Income - 1,775
Allowance for Equity Funds Used During Construction 92 351
Interest Expense (35.900) {30,979)
INCOME BEFORE INCOME TAX EXPENSE 31,992 46,734
Income Tax Expense 11,901 16,459
NET INCOME $ 20,001 $ 30,275

The common stock of TCC Is owned by a wholly-owned subsidiary of AEP.

See Candensed Notes 1o Condensed Consoldated Financial Statements beginning on page 8.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREIIENSIVE INCOME (L.OSS)
For the Three Months Ended March 31,2013 and 2012
{in thousands)

{(Unaugdited)
Three Months Ended March 3,
2013 2012
Net Income - 20,091 § 30,275
OTHER COMPRENENSIVE INCOME, NET OF TAXES
Cash Flow Hedges, Net of Tax of $22 and §99 in 2013 and 2012, Respectively 40 183
TOTAL COMPREIENSIVE INCOME $ 20,131 3§ 30,458

See Condensed Notes to Condensed Consolidated Financial Statements beginning on page 8.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CIIANGES IN
COMMON SIHAREIOLDER'S EQUITY
For the Three Months Ended March 31,2013 and 2012
(in Thousands)

(Unaudited)

Accumulated
Other
Common Paid-in Retained  Comprehensive
Stock Capltal Earnings  Income (Losy) Toisl

TOTAL COMMON SHAREHOLDER'S

EQUITY - DECEMBER 31, 2011 $ 55292 § 171,062 § 1,0ii990 § (83) § 1,238,261
Common Stock Dividends (674,824) (674,824)
Net Income 30,275 30,275
Other Comprehensive Income 183 183
TOTAL COMMON SHARENOLDER'S

EQUITY - MARCH 31, 2012 $ 55292 § 171062 § 367441 § 100 % 593,895
TOTAL COMMON SHARENIOLDER'S

EQUITY - DECEMBER 31,2012 $ 55292 8 17,062 § 431632 § 2 5 658,015
Common Stock Dividends (1,250} (1,250)
Net Income 20,091 20,091
Other Comprehensive Income 40 40
TOTAL COMMON STIAREHOLDER'S

EQUITY - MARCI1 31, 2013 $ 55292 8 17i062 § 450,473 § 69 % 676,896

See Condensed Notes to Condensed Consolidated Financial Statements beginning on page 8.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SIEETS
ASSETS
March 31, 2013 and December 31, 2012
(in thousands)

{(Unaudited)
March 31, December 31,
2013 2012
CURRENT ASSETS

Cash and Cash Equivalents $ 965 $ 100
Restricted Cash for Securitized Transition Funding 139,164 215218
Accounts Reccivable;

Customers 74,399 70,178

AfTilizted Companics 311 6,733

Accrued Unbilled Revenues 40,385 41,678

Allowanee for Uncollectible Aceounts {,452) (1,293)

Total Accounts Receivable 116,443 117,296
Malerials and Supplies 38,58t 37,423
Prepayments and Other Current Assets 2,646 1,834
TOTAL CURRENT ASSETS 297,799 371,921
PROPERTY, PLANT AND EQUIPMENT

Electric:

Transmission 1,204,184 1,194,582

Distnbution 2,152,811 2,120,155
Other Property, Plant and Equipment 268,271 264,328
Construction Work in Progress 126,704 104,788
Total Property, Plant and Equipment 3,752,036 3,683,853
Accumulated Depreciation and Amortization 786,606 771,854
TOTAL PROPERTY, PLANT AND EQUIPMENT — NET 2,965,430 2911999

OTHER NONCURRENT ASSETS
Regulatory Assects 285216 282,404
Securitized Transition Asscts
(March 31, 2013 and December 31, 2012 Amounts Include $2,007,155 and

$2,057,817, Respectively, Related to Transition Funding) 2,064,382 2,116,833
Deferred Charges and Other Noncurrent Assets 44937 26,191
TOTAL OTHERNONCURRENT ASSETS 2,395 035 2,425,428
TOTAL ASSETS $ 5658264 $ 5,709,348

See Condensed Notes to Condensed Cansolidated Financial Statements beginning on page 8.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SIIEETS
LIABILITIES AND COMMON SIIAREIIOLDER'S EQUITY
March 31, 2013 and December 31,2012
(dollars In thousands)

(Unaudited)
March 31, December 3t,
2013 2012
CURRENT LIABILYTIES
Advances from Afliliates $ 151,630 § 103,335
Accounts Payable:

General 36,597 15,066

Affiliated Companies 11,149 15,736
Long-term Debt Due Within One Year - Nonaffiliated

(March 31, 2013 and December 31, 2012 Amounts Inelude $250,532 and

$243,378, Respectively, Related to Transition Funding) 250,532 243372
Customer Deposits 19,214 20,283
Accrued Taxes 54,517 40,486
Accrued Interest

(March 31, 2013 and December 31, 2012 Amounts Include $23,304 and $40,045,

Respectively, Related to Transition Funding) 33,996 50,436
Other Current Liabilitics 27,928 37,7719
TOTAL CURRENT LIABILITIES 585,623 546,499

NONCURRENT LIABILITIES
Long-term Debt ~ Nonaftihated

(March 31, 2013 and December 31, 2012 Amounts Include $1,925,545 and

$2,037,690, Respectively, Related to Transition Funding) 2,569,056 2,681,188
Deferred Income Taxes 1,3t1,320 1,308,163
Regulatory Liabilities and De ferred Investment Tax Credits 466,926 467,838
Deferred Credits and Other Noncurrent Liabilitics 48,443 47,595
TOTAL NONCURRENT LIABILITIES 4,395,745 4,504,834
TOTAL LIABILITIES 4.981.368 5,051,333
Rate Matters (Note 3)

Commitments and Contingencies (Note 4)
COMMON SHAREHOLDER'S EQUITY
Common Stock - Par Value — $25 Per Share:

Authorized ~ 12,000,000 Shares

Outstanding - 2,211,678 Shares 55,292 55,292
Paid-in Capital 171,062 171,062
Retained Eamings 450,413 431,632
Accumulated Other Comprehensive Income (Loss) 69 %
TOTAL COMMON SIHAREIOLDER'S EQUITY 676,896 658,015
TOTAL LIABILITIES AND COMMON SHAREIOLDER'S EQUITY $ 5658264 $ 5,709,348

See Candensed Nates ta Candensed Cansolidated Financial Statements beginning an page 8.
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AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOVVS
For the Three Months Ended March 3[, 2013 and 2012

{in thousands)
{Unaudited)
Three Months Ended March 31,
2013 2012
OPERATING ACTIVITIES
Net Income s 20,00t § 30275
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities;
Depreciation and Amortization 75,094 66,745
Deferred Income Taxes 2,969 512
Cerrying Costs Income - (7.15)
Allowsnee for Equity Funds Uscd During Construction 92) @asn
Property Taxes (19,563) (20,971)
Change in Other Noncurrent Assets (4.476) (5,521)
Change in Other Noncurrent Liabilities 4970 (2,800)
Changes in Certain Components of Working Capital:
Accounts Receivable, Net 853 (2,148)
Materials and Supplies (1,158) 220
Accounts Payable (3,726) (3.841)
Customer Deposits (1,069) 929
Acerued Taxes, Net 14,091 19,040
Acerued Interest (16,505) (23.671)
Other Current Assets (846) 135
Other Current Liabilities (10,202) {7.973)
Net Cash Flows from Operating Activitlcs 60,431 42.805
INVESTING ACTIVITIES
Construction Expenditures (30,084) (55,558)
Change in Restricted Cash for Securitized Transition Funding 76,054 81,448
Change in Advances te Affiliates, Net - (55,285)
Procecds from Sales of Assets 2427 1,170
Other Investing Activities (553) (an
Net Cash Flows Used for Investing Activities (2,156) (28,256)
FINANCING ACTIVITIES
Issuance of Long-term Debt — Nonaffiliated - 793,304
Change in Advances from Affiliates, Net 48,295 (36,043)
Retirement of Long-term Debt — Nonaffilinted {i05,020) (98,340)
Principal Payments for Capital Lease Obligations (373) (436)
Dividends Paid on Commeon Stock (1,250) (674,824)
Other Financing Activitics 938 1,568
Net Cash Flows Used for Financing Activitles (574i0) (i4,771)
Nct Inerease (Decrease) In Cash and Cash Equlvalents 865 (222)
Cash and Cash Equlvalents at Beglnning of Perlod 100 422
Cash and Cash Equivalcnts at End of Perlod $ 965 $ 200
SUPPLEMENTARY INFORMATION
Cash Paid for Interest, Net of Capitalized Amaunts $ 49925 $ 54,140
Net Cash Paid for Income Taxes - 6,255
Noneash Aequisitions Under Capital Leases 1,237 2,089
Construction Expenditures Included in Current Liabilitics as of March 31, 20,300 18,480

See Condensed Notes to Condensed Consolidated Financial Statements beginmning on page 8
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1. SIGNIFICANT ACCOUNTING MATTERS

General

The unaudited condensed consolidated financial statements and footnotes were prepared in accordance with GAAP
for interim financial information. Accordingly, they do not include all of the information and footnotes required by
GAAP for complete annual financial statements,

In the opinion of management, the unaudited condensed consolidated interim financial statements reflect all normal
and recurring accruals and adjustments necessary for a fair presentation of the net income, financial position and
cash flows for the interim periods. Net income for the three months ended March 31, 2013 is not necessarily
indicative of results that may be expected for the year ending December 31, 2013, The condensed conselidated
financia! statements are unaudited and shouid be read in conjunction with the audited 2012 financial statements and
notes thereto, which are inciuded in TCC's 2012 Annuai Report.

Manapement reviewed subsequent events through April 26, 2013, the date that the first quarter 2013 report was
fssued.

2, COMPREIIENSIVE INCOME

Presentation of Comprehensive Income

The following table provides the components of changes in AOCI for the three months ended March 31, 2013. Ali
amounts in the following table are presented net of related income taxes.

Changes in Accumulated Other Comprehensive [ncome (Loss) by Component
For the Three Months Ended March 3t, 2013

Cash Flow fledges
Interest Rate and
Commodity Forcign Currency Total
(in thousands)

Baiance In AQCI as of December 31,2012 $ 29 § - 3 29
Change in Fair Value Recognized in AOCI 6l - 6t
Amounts Reclassified from AQCI (21) - {21)
Net Current Period Other

Comprehensive Income 40 - 40
Balance in AOCI as of March 31,2013 $ 69 $ - 3 69

Reclassifications Out of Acenmulated Other Comprehensive Income
The following table provides details of reclassifications from AOCI for the three months ended March 31, 2013,

Reclasslfications from Accumulated Other Comprehenstyve Income (Loss)
For the Three Months Ended March 31, 2013

Amount of
(Galn) Loss
Reclassified
from AOCI
Galns and Losses on Cash Flow Ifedpes (in thousands)
Commodity:

Other Operation Expense s (i

Maintenance Expense (8)

Property, Plant and Equipment (13)
Subtotal - Commodity (32)
Intcrest Rate and Foreign Currency:

Interest Expense -
Subtotal - Interest Rate and Foreign Currency -
Reclassifications from AOC!, before Income Tax {Expense) Credit {32)
Income Tax (Expense) Credit (n
Total Reclassificatlons from AOCT, Net of Income Tax (Expense) Credit $ {2n

9
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The following table provides dctails on designated, effective cash flow hedges included in Accumulated Other
Comprehensive Income (Loss) on the condensed balance sheets and the reasons for changes in cash flow hedges for
the three months ended March 31, 2012, All amounts in the following tabie are presented net of reiated income
taxes.

Total Accumulated Other Comprehensive Income (Loss) Actlvity for Cash Flow Hedges
For the Three Months Ended Mareh 31, 2012

AOCI Activity for

Cash Finw 1ledpes
(in thousands)
Balance In AOCI as of December 31, 2011 s (81)
Changes in Fair Value Recognized in AOCI 191
Amount of (Gain) or Loss Reclassified from AQCI
to Statcment of Income/within Balance Sheet:

Other Operation Expense )

Maintenance Expense )

Property, Plant and Equipment (&)
Balance In AOCI as of March 31, 2012 $ 100

3. RATE MATTERS

As discussed in TCC's 2012 Annual Report, TCC is involved in rate and regulatory proceedings at the FERC and
the PUCT. The Rate Matters note within TCC's 2012 Annual Report should be read in conjunction with this report
to gain a complete understanding of materiai rate matters still pending that could impact net income, cash flows and
possibly financlal condition. The following discusses ratemaking developments in 2013 and updates TCC's 2012
Annual Report.

Regulatory Assets Not Yet Being Recovered

March 31, December 31,
2013 2012
Noncurrent Regulatory Assels (in thousands)
Regulatory assets nof yet being recovered pending futore proceedings:
amj A
Storm Related Costs 3 22541 § 22,866
t i u

Medicare Part D 6,131 -

Rate Case Expenses 145 145
Total Regulatory Asscts Not Yet Belng Recovered b 29,067 § 23,011

tf these costs are ultimately determined not to be recoverable, it would reduce future net income and cash flows and
impact financial condition.

4, COMMITMENTS, GUARANTEES AND CONTINGENCIES

TCC is subject to certain claims and legal actions arising in its ordinary course of business. In addition, TCC's
business activitics are subject to extenslve governmental regulation related to public health and the environment.
The ultimate outcome of such pending or potential litigation cannot be predicted. For current proceedings not
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such
proceedings would have a material cffect on the finaneial statements. The Commitments, Guarantecs and
Contingencies note within TCC's 2012 Annual Report should be read in conjunction with this report.

10
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GUARANTEES

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees,” There is no
collatera) held in relation to any guarantees. In the event any guarantee is drawn, there is no recourse to third parties
unless specified below.

Indemnifications and Other Guarantees
Contracts

TCC enters into certain types of contracts which require indernnifications. Typically these contracts include, but are
not limited to, sale agreements, lease agreements, purchase agreements and financing agreements. Generally, these
agreements may include, but are not Jimited 1o, indemnifications around certain tax, contractual and environmental
matters, With respect to sale agreements, exposure generally does not exceed the sale price. The status of certain
sale agreements is discussed in TCC's 2012 Annual Report *Dispositions” section of Note 5. As of March 31, 2013,
there were no material liabilities recorded for any indemnifications.

Master Lease Agreements

TCC leases certain cquipment under master lease agreements. Under the lease agreements, the lessor is guaranteed
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the
lease term, If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the
lease term, TCC is committed to pay the difference between the actual fair value and the residual value guarantee,
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance. As of March
31, 2013, the maximum potential loss for these lease agreements was approximately $2.3 million assuming the fair
value of the equipment is zero at the end of the lease term,

CONTINGENCIES
Carbon Dloxlde Pubiic Nulsance Claims

In October 2009, the Fifth Circuit Court of Appcals reversed a decision by the Federal District Court for the District
of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents
asscrting that CO; emissions exacerbated the effects of Hurricane Katrina. The Fifth Circuit held that there was no
exclusive commitment of the common law issues raised in plaintiffs* complaint to a coordinate branch of
government and that no initial policy detcrmination was required to adjudicate these claims. The court granted
petitions for rehearing. An additional recusa) left the Fifth Circuit without 2 quorum to reconsider the decision and
the appeal was dismissed, leaving the district court’s decision in place. Plaintiffs filed a petition with the U.S.
Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision. The petition
was denled In January 2011, Plaintiffs refiled their complaint in federal district court.  The court ordered att
defendants to respond to the refiled complaints in October 2011, In March 2012, the court granted the defendants®
motion for dismissal on several grounds, including the doctrine of eollateral estoppel and the applicable statute of
limitations. Plaintiffs appealed the decision to the Fifth Circuit Court of Appeals. Management will continue to
defend against the elaims. Management is unable to determine & range of potential losses that are reasonably
possible of occurring,

Alaskan Villages® Claints

In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including of! and gas
companies, a coal company and other clectric generaiing companies, The complaint alleges that the defendants’
emissions of CO; contribute to global warming and constitute & public and private nuisance and that the defendants
are acting together. The complaint further allcges that some of the defendants, including AEP, conspired to creaie 2
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance. The
plaintiffs also allege that the effects of globa!l warming will require the relocation of the village at an alleged cost of
$95 million to $400 million. In October 2009, the judge dismissed plainiiffs* federal common law claim for
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the
claim. The judge also dismissed plaintiffs* state law claims without prejudice to refiling in state court. The
t1
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plaintiffs appealed the decision. In September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s
decision, holding that the CAA displaced Kivalina's claims for damages. Plaintiffs filed seeking further review in
the U.S, Supreme Court. Management believes the action is without merit and wil! continue to defend against the
c¢laims. Management is unable to determine a range of potential losses that are reasonably possible of occurring.

5. BENEFIT PI.ANS

TCC participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.
Substantially all of TCC's employees are covered by the qualified plan or both the qualified and nonqualified
pension plans. TCC also participates In OPED plans sponsored by AEP to provide health and life Insurance benefits
for retired employecs.

Components of Net Perlodic Benefit Cost

The following table provides the components of TCC's net periodic benefit cost (credit) for the plans for the three
months ended March 31, 2013 and 2012:

Other Postretirement

Penston Plans Renefit Plans
‘Three Months Ended March 3, Three Months Ended Morch 31,
2013 2012 2013 2012
(In thousands)
Service Cost $ 1211 § 1,300 § 295 § 615
Interest Cost 3,3t6 3,775 1,103 1,603
Expecied Retum on Plan Assets (4.702) {5,572) (t,781) (1,651)
Amortization of Prior Scrvice Cost (Credit) £0 (3135) (1.072) (295)
Amortization of Net Actuarial Loss 2988 2,537 1,017 £R9
Nelt Periodic Benefit Cost (Credit) $ 2893 § i,725 § (438) $§ {16t

6. BUSINESS SEGMENTS

TCC has onc reportable segment, an integrated electricity transmission and distribution business. TCC's other
activities are Insignificant.

‘7. DERIVATIVES AND HIEDGING

Cash Fiow Hedging Strategles

TCC's vehicle fleet is exposed to gasoline and diesel fuel price volatility. AEPSC, on behalf of TCC, enters into
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases. Notall
fuel price risk exposurc is hedged, The gross notional volumes of TCC's outstanding derivative contracts for
healing ol and gasoline as of March 31, 2013 and December 31, 2012 were 837 thousand gallons and 801 thousand
gallons, respectively.

According to the accounting guidance for “Derivatives and Hedging,” TCC reflects the fair values of derivative
instruments subject to netting agreements with the same counterparty net of related cash collateral. For certain risk
management contracts, TCC is required to post or receive cash collateral based on third perty contraclual agreements
and risk profiles. For the March 31, 2013 condensed balance sheet, TCC petted $2 thousand of cash collateral paid
to third parties against short-term and long-temm risk menagement liabifitles. For the December 31, 2012 condensed
balance sheet, TCC had no netting of cash collateral paid to third partics against short-term and long-term risk
management liabilities.

12
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The following tables represent the gross fair value impact of TCC's derivative activity on the condensed balance

sheets as of March 31, 2013 and December 31, 2012:

Fair Value of Derivative Instruments
March 31,2013

Balance Sheet Locatlon

Gross Net Amounts of
Amounts Asscts/Liabilities
Offset Inthe Presented in the
Statement of Statement of
Financial Financial
Hedging Contracts (a)  Position (b) Positlon (¢)

Prepayments and Other Current Assets
Deferred Charges and Other Noncurrent Asscts

(in thousands)

Total Assets

Other Current Liabilities
Deferred Credits and Other Noncurrent Liabilities

Total Llabilities

Total MTNM Derivatlve Contract Net Assets
{Llabilities)

$ 9} § -3 93
7 - 7
100 - 100
$ 100 § -8 100
Falr Value of Derivatlve Instruments
December 31,2012

Gross Net Amounts of
Amounts Assets/Linbilitles
Offset inthe  Presented In the

Statement of Statement of

Financial Financial

Balance Sheet Location

Hedging Contracts (a) Posltion (b)

Pasitlon {c)

Prepayments and Other Current Assets
Deferred Charges and Other Noncurrent Assets

(in thousands)

Total Assets

Other Current Liabilities
Deferred Credits and Other Noncurrent Llabilities

$ 62 $ {28) § 34
62 (28) 34
28 (28) -

Total Liabilities 28 (28) -
Total MTM Derivative Contract Net Assets
{Llabilities) $ 349 -8 34

(a) Derivative instruments within these categories

are reported gross. These instruments are subject to master

netting agreements and are presented on the condensed balanee sheets on a net basis in accordance with the
accounting guidance for "Derivatives and Hedging."

(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash
coliateral In accerdance with the accounting guidance for "Derivatives and ledging.”

{c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not

offset in the statement of financial position,

ti
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Accounting for Cash Flow [Tedging Strategles

For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a
perticular risk), TCC initinlly reports the effective portion of the gain or loss on the derivative instrument as a
component of Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets until the period
the hedged item affects Net Income. TCC records hedge ineffectiveness as a regulatory asset (for losses) or a
regulatory liability (for gains).

TCC reclassifies gains and losses on heating oil and pasoline derivative contracts designated as cash flow hedges
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on its
condensed statements of incone. Duting the three months ended March 31, 2013 and 2012, TCC designated
hesting oil and gaseline derivatives as cash flow hedges. ITedge ineffectiveness was immaterial for this hedge
strategy.

For details on designated, effective cash Row hedges included in Accumulated Other Comprehensive Income (Loss)
on TCC’s condensed balance sheets and the reasons for changes in cash flow hedpes for the three months ended
March 31, 2013 and 2012, see Note 2.

Cash flow hedges included In Accumulated Other Comprehensive Ineome (Loss) on TCC's condensed balance
sheets as of March 31, 2013 and December 31, 2012 were:

Impact of Cash Flow Iledges on the Condensed Balance Sheet
March 31,2013 and December 31,2012

March 31,2013 December 31,2012
{In thousands)
ledging Assets 5 99 3 34
1edging Liabilities 2 -
AOCI1 Gain Net of Tax 69 29
Portion Expected to be Reclassified to Net
Income During the Next Twelve Months 67 29

The actug! amounts that TCC reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income
can differ from the estimate above due to market price changes. As of March 31, 2013, the maximum length of time
that TCC is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging") its exposure
to variability in future cash flows related to forecasted transactions is 21 months,

8. FAIRVALUE MEASUREMENTS
Fair Value Hlerarchy and Voluation Techinlques

The accounting guidance for “Fair Value Measurements and Disclosures™ establishes a fair value hierarchy that
prioritizes the inputs used to measure fair value. The hicrarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or Habilities (Level 1 measurement) and the lowest priority to unobservable
inputs (Level 3 measurement). Where observable inputs are available for substantially the full term of the asset or
liability, the instrument s categorized in Leve!l 2, When quoted market prices are not available, pricing may be
compicted using comparable securities, dealer values, operating data and general market conditions to determine fair
value. Valuation models utilize various inputs such as commodity, intetest raie and, to a lesser degree, volatility and
credit that include quoted prices for similar assets or fiabifities in active markets, quoted prices for identical or
similar assets or liabilities in inactive markets, market corroborated inputs (i.c. inputs derived principaliy from, or
correlated to, observable market data) and other observable inputs for the assct or Iiability. The AEP System's
market risk oversight stafl independently monitors its vaiuation pelicics and procedures and provides members of
the Commercia! Operations Risk Committee (CORC) various daily, weekly and monthly reports. regarding
compliance with policies and procedures. The CORC consists of AEPSC's Chief Operating Officer, Chief Finaneial
Officer, Executive Vice President of Encrgy Supply, Senior Vice President of Commercial Operations and Chief
Risk Officer.

14
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For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on
unadjusted quoted prices in active markets and are classified as Level 1. Level 2 inputs primarily consist of OTC
broker quotes in rmoderately active or less active markets, as well as exchange traded contracts where there is
insufficient market liquidity to warrant inclusien in Level 1. Management verifies price curves using these broker
quotes and classifics these fair values within Level 2 when substantially all of the fair value can be corroborated.
Management typically obtains multipie broker quotes, which are nonbinding in neture, but are based on recent trades
in the marketplace. When multiple broker quotes are obtained, the quoied bid and ask prices are averaged. In
certain circumstances, a broker quote may be discarded if it is a clear outlier, Management uses a historical
correlation analysis between the broker quoted location and the illiquid locations. If the points arc highly correlated,
these locations are included within Level 2 as well, Certain OTC and bilaterally exccuted derivative instruments are
executed in less active markets with a lower availability of pricing information. Miquid transactions, complex
structured transactions, FTRs and counterparty credit risk may require nonmarket based Inputs. Some of these
Inputs may be intemally developed or extrapolated and utilized to estimate fair value. When such inputs have a
significant impact on the measurement of fair value, the instrument is categorized as Level 3. The main driver of the
contracts being classified as Level 3 is the Inability to substantiate encrgy price curves in the market. A significant
portion of the Level 3 instruments have been economically hedged which greatly limits potential carnings volatility.

For Restricted Cash for Securitized Transition Funding, items classified as Level 1 are investments in moncy market
funds. They are valued based on observable inputs primarily unadjusted quoted prices in active markets for
identical assets.

Falr Value Measurements of Long-term Debt

The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or
similar issues and the current intcrest rates offered for Instruments with similar maturities classified as Level 2
measurement inputs. These Instruments are not marked-to-market. The estimates presented are not necessarily
indicative of the amounts that could be realized in & current market exchange.

The book values and fair values of TCC's Long-term Debt as of March 31, 2013 and December 31, 2012 are
summarlzed In the following table:

March 31, 2013 December 31,2012
Book Vatue Fair Value Book Vatue Falr Value
{In thousands)
Long-term Debt $ 2,819,588 § 3,166217 § 2924566 $ 3,328,785
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Falr Value Measurements of Financlal Assets and Liabllitles

The following tables set forth, by level within the fair value hierarchy, TCC's financial assets and liabilitics that
were accounted for at fair value on a recurring basis as of March 31, 2013 and December 31, 2012, As required by
the accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are
classified in their entircty based on the lowest level of input that is significant to the fair value measurement.
Management's assessment of the significance of a particular input to the fair value measurement requires judgment
and may afTect the valuation of fair value asscts and liabilities and their placement within the fair value hierarchy
levels. There have not been any significant changes in management's valuation techniques,

Assets and Llabilities Measured at Faie Value on a Recurring Basis

March 31, 2013
Level 1 Level 2 Level 3 Other Total
Assels: (in thousands)
Restricted Cash for Securitized Transition
Funding (a} $ 139164 § -3 - S 14 3 139178
Risk Management Assets
Cash Fiow lledges:
Commodity Hedges - 100 - - 100
Total Assels § 139164 § 100 § - 5 14 § 139273
Assets and Llabilities Measured at Fair Valuc on a Recurring Basis
December 31,2012
Level I Level 2 Level 3 Other Total
Assets: (in thousands)

Restricted Cash for Securitized Transition
Funding (a} $ 2528 S - 3 - S 14 § 215232
Risk Manapement Assets
Cash Flow licdges:
Commodity Hedges (b) - 62 - (28) M

Total Assets $ 215218 § 62 $§ - 3 (14) § 215266

Risk Manapgement Liabitities
Cash Flow Hedges:
Commodity lledges (b) s - 3 28 § -3 (28 $ -

(a) Amounts in “Other” column primarily represent cash deposits with third partics. Level 1 amounts primarily represent
investments in moncy market funds
(b) Amounts in *Other” column primarily represent counterparty netting of risk management and hedging contracts and

associated cash eollatcral under the accounting guidance for “Derivatives and liedging.”

As of March 31, 2013, TCC had no liabilities measured at fair value on a recurring basis,

There were no transfers between Level 1 and Level 2 during the three months ended March 31, 2013 and 2012,
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9, INCOME E
AEP System Tax Allocatlon Agreement

TCC 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 consofidated federai income tax to the AEP System companies alfocates the
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax
expense, The tax benefit of the Parent is atlocated to its subsidiarics with taxable income. With the exception of the
loss of the Parent, the method of allocation refleets a separate return resuit for each company in the consolidated

group.
Federal and State Income Tax Audit Status

The IRS examination of years 2009 and 2010 started in October 2011, Although the outcome of tax audits is
uncertain, in management's opinion, adequate provisions for federal income taxes have been made for potential
liabilities resulting from such matters. In addition, TCC accrues interest on thesc uncerfain tax positions.
Management is not aware of any issues for open tax years that upon final resolution are expected to materially
impact net income.

TCC and other AEP subsidiaries fiie income fax returns in various state and local jurisdictions. These taxing
authorities routinely examine the tax returns and TCC and other AEP subsidiaries are currently under examination
In several state and focal jurisdictions. Management believes that previously fifed tax returns have positions that
may be challenged by these tax authorities. 1lowever, management believes that adequate provisions for income
taxes have been made for potential Kabilities resulting from such challenges and that the ultimate resolution of these
audits will not materially impact net income. With few exceptions, TCC is no fonger subject to state or jocal
income tax examinations by tax amhorities for years before 2008.

10. FINANCING ACTIVITIES
Long-term Debt

Principai payments made during the first three months of 20t3 are shown in the table below:

Principal Interest Due
Type of Debt Amount Paid Rate Date
Principal Payments: (In thousands) (%)
Securitization Bonds $ 37,581 5.96 2013
Securitization Bonds 67,440 498 2013

As of March 31, 2013, trustees held, on TCC’s behalf, $120 million of its reacquired Pollution Controi Bonds.
Dividend Restrictions

Federal Power Act

The Federal Power Act prohibits TCC from participating “in the making or paying of any dividends of such public
utility from any funds properly incuded in capital account.” The term “capital account” is not defined in the

Federal Power Act or its regulations. Management understands “capital account™ to mean the book value of the
comman stock. This restriction does not limit the ability of TCC to pay dividends out of retained carnings.

17
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Utility Money Pool —~ AEP System

The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of the subsidiaries.
The corporate borrowing program includes a Utitity Money Pool, which funds AEP’s utility subsidiaries. The AEP
System Utility Money Poo! operates in accordance with the terms and conditions of the AEP System Utility Money
Pool agreement filed with FERC, The amount of outstanding borrowings from the Utility Money Pool as of March
31, 2013 and December 31, 2012 is included in Advances from Affiliates on TCC's condensed balance sheets,
TCC's Utility Money Pool activity and corresponding authorized borrowing limit for the three months ended March
31, 2013 are described in the following table:

Maxtmum Maximum Average Average Barrowings Autharized
Barrawings Loans Borrowings Loans from Utitity Shart-Term
from Utility ta Utility from Utitity to Utitity Mancy Paal asaf Borrowing
Money Pool Money Pool Atoney Pool Money Paol March 31, 2013 Llmit

{in thousands)
s t54277 § - 5 129,710 $ -3 151,630 § 250,000

Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool
for the three months ended March 31, 2013 and 2012 are summarized in the following table:

Maxtmum Mtnimum Maxtmum Minlmum Average Average
Interest Rate Interest Rate Interest Rate fnterest Rate Interest Rate Interest Rate

for Funds for Funds for Funds for Funds for Funds for Funds

Three Months Borrowed Borrowed Loaned Loaned Barrowed Loaned
Ended from Utility from Utitity to Utility to Utility from Utility to Utillty
March3)l,  Money Pool Money Pool Money Pool Aloney Pool Money Pool Money Pool

2013 043 % 035% - % -% 037% -%
02 056% 0.45 % 0.43 % 0.46 % 052% 047%
11. YARIABLE INTEREST ENTITIES

The accounting guidance for "Variable Interest Entities™ Is a consolidation model that considers if a company hasa
controlling finaneial interest in a ViE. A controlling financial interest will have both (a) the power to direct the
activities of a VIE that most significantly impact the VIE's economic performance and (b) the obligation to absorb
losses of the VIE that could potentialiy be significant to the VIE or the right to receive benefits from the VIE that
could potentially be significant to the VIE. Entities are required to consolidate a VIE when it is determined that they
have a controlling financial Interest in @ VIE and therefore, are the primary beneficiary of that VIE, as defined by the
accounting guidance for *Variable Interest Entities,” In determining whether TCC is the primary beneficiary of a
VIE, management considers factors such as equity at risk, the amount of the VIE's variabifity TCC absorbs,
guarantees of indebtedness, voting rights Including kick-out rights, the power to direct the VIE, variable interests
held by related parties and other factors. Management believes that significant assumptions and judgments were
applied consistently,

AEP Texas Centrat Transition Funding I LLC, AEP Texas Central Transition Funding I1 LLC and AEP Texas
Central Transition Funding I1i LLC, wholiy-owned subsidiaries of TCC, (collectively Transition Funding) were
formed for the sole purpose of issuing and servicing sccuritization bonds related to Texas Restructuring Legislation,
Management has concluded that TCC is the primary beneficiary of Transition Funding because TCC has the power
to direct the most significant activities of the VIE and TCC’s equity interest could potentially be significant.
Therefore, TCC is required to consolidate Transition Funding. The securitized bonds totaled $2.2 billion and $2.3
billion as of March 31, 2013 and December 31, 2012, respectively, and arc included in current and long-term debt
on the condensed balance sheets, Transition Funding has securitized transition assets of $2 billion and $2.1 billien
a3 of March 31, 2013 and December 31, 2012, respectively, which are presented scparately on the face of the
condensed balance sheets, The securilized transition assets represent the right to impose and collecl Texas true-up
costs from custemers receiving electric transmission or distribution service from TCC under recovery mechanisms
approved by the PUCT, The securilization bonds are payable only from and secured by the securitized transition
assets. The bondholders have no recourse to TCC or any other AEP entity. TCC acts as the servicer for Transition
Funding’s securitized transition asset and remits ail relaled amounts collected from customers to Transition Funding
for interest and principal payments on the securitization bonds and related costs.
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The balances below represent the asscts and liabilities of Transition Funding that are consolidated. These balances
include intercompany transactions that are eliminated upon consclidation,

AEP TEXAS CENTRAL COMPANY AND SUBSIDIARIES
VARIABLE INTEREST ENTITIES
March 31,2013 and December 31,2012

(In thousands)
Transition Funding
ASSETS 2013 2012
Curent Asscts s 174,369 [] 245,286
Other Noncurrent Assets (a) 2113659 2167247
Tolal Asscis $ 2,288,028 3 2416,503
LIABILITIES AND FQUITY
Current Liabiliies s 23,139 5 303,775
Noncurrent Liabilitics 1.976,83¢ 2,094,678
Equity 18,058 18,050
Total Liabitities and Equity $ 2288028 8§ 2,416,503

(8) Includes an intercompany item eliminated in consolidation as of March 31, 2013 and December 31, 2012
of $87 millson and $89 miliion, respecuvely

AEPSC provides certaln managerial and professional services to AEP's subsidiaries. AEP is the sole equity owner
of ACPSC. AEP management controls the activities of AEPSC. The costs of the services are based on a direct
charge of on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost. AEP subsidlaries have
not provided financial or other support outsidc the reimbursement of costs for services rendered. AEPSC finances
its operations through cost reimbursement from other AEP subsidiaries. There are no other terms or arrangements
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP
subsidiary or expose them te losscs outside of the normal course of business. AEPSC and its billings are subject 10
regulation by the FERC. AEP subsidiarics arc exposed 1o losses 10 the extent they cannot recover the costs of -
AEPSC through their normal business operations. AEP subsidiarics are considered to have a significant interest in
AEPSC due to their activity in AEPSC's cost reimbursement structure, However, AEP subsidiaries de not have
control over AEPSC, AEPSC is consolidated by AEP. In the event AEPSC wouid require financing or other
support outside the cost reimbursement billings, this financing would be provided by AEP, TCC's total billings
from AEPSC for the three months ended March 31, 2013 and 2012 were $15 miilion and $14 million, respectively.
The carrying amount of liabilities associated with AEPSC as of March 31, 2013 and December 31, 2012 was $6
million and $10 million, respectively. Management estimates the maximum exposure of loss 1o be equal to the
amount of such liability.

12, SUSTAINABLE COST REDUCTIONS

In April 2012, management initiated a process to identify strategic repositioning opportunities and efficiencics that
will result in sustainable cost savings. Management selected a consulting firm to facifitate an organizational and
process cvaluation and a second firm to cvaluate current employee bencfit programs. The process resulted in
invoiuntary severances and was completed by the end of the first quarter of 2013. The severance program provides
two weeks of base pay for every year of service along with other severance benefits.

TCC recorded a charge of $3.2 million to Other Operation expense in 2012 primarily related 1o severance benefits as
a result of the sustainable cost reductions initiative. In addition, the sustainable cost reduction activity for the three
months ended March 31, 2013 is described in the following table:

Expense Remalning
Bafance as of  Allocailon from Balance as of
Decentber 31, 2012 AEPSC Incurred Settled Adjustments March 31,2013
(in thousands)
s 699 § 297 $ -3 (713 § 229) § 54

These expenscs, net of adjustments, relate primarily to severance benefits and are included primarily in Cther
Operation expense on the condensed statements of income. The remaining liability is included in Other Current
Liabilitics on the condensed balance sheets. Management docs not expect additional costs to be incurred related to
this initiative,

19
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APPENDIX B-1

FORM OF ORIGINAL OPINION OF BOND COUNSEL

MATAGORDA COUNTY NAVIGATION DISTRICT NUMBER ONE
POLLUTION CONTROL REVENUE REFUNDING BONDS
(AEP TEXAS CENTRAL COMPANY PROJECT) SERIES 2008

WE IIAVE EXAMINED Into the validity of the bonds described above (the "Bonds"), issued by the
Matagorda County Navigation District Number One (the "Issuer”) in the aggregate principal amount of
$120,265,000. The Bonds mature, bear interest and are subject to optional and mandatory redemption prior to
maturity In the manner and under the terms and conditions described In the Indenture of Trust dated as of March I,
2008 (the *Indenture®) between the Issuer and The Bank of New York, as trustee (the "Trustee").

WE HAVE ACTED AS BOND COUNSEL for the Tssuer for the purpose of rendering an opinion with
respeet to the authorization, Issuance, delivery, legality, and validity of the Bonds under the laws and Constitution of
the State of Texas, with respect to any exemption of the interest on the Bonds from federal Income taxes, and for the
other limited purposes set forth herein and in a supplemental opinion of cven date herewith. We have not been
requested to examine, and have not investigated or verificd, any stalements, records, material, or other matters
relating to the financial condition or eapabilities of the corporation hereinafter described, and we express no opinion
with respeet thereto.

WE HAVE EXAMINED the Constitution and laws of the State of Texas under which the Issuer was
created and exists and pursuant to which it has authotized and Issued the Bonds; certified copies of the proceedings
of the goveming body of said Issuer; certificates of AEP Texas Central Company, a Texas cerporation (the
*Company"); the Installment Payment Agreement dated as of March I, 2008 (the "Agreement”), between the Issuer
and the Company; the Indenture; resolutions of the Issuer, including the resolution authorizing the Issuance of the
Bonds, adopted March 12, 2008 (the "Bond Resolution™); certificates, resolutions, and representations of the
Company and the Trustee, including certificates and represcntations with respect to certain material faets which are
solcly within the knowledge of the party rendering such certificates and representations; and the opinion of Thomas
Q. Derkemeyet, Esq, Assistant General Counsel to American Electric Power Service Corporation, an affiliate of the
Company, upon which certifications, representations, and opinions we rely to the extent we consider appropriate;
and other instruments authorizing and relating to the issuance of the Bonds, including one of the executed Bonds.

THE BONDS are secured by the Indenture whereunder the Trustee, or its successor as Trustee, Is
custodian of the Bond Fund created therein, and Is obligated to enforce the rights of the owners of the Bonds, and to
perform other duties, in the manner and under the conditions stated In the Indenture.

BASED ON SAID EXAMINATION, it Is our opinion that the Issuer is a govemmental agency and
body politic and corporate of the State of Texas, validly operating and existing as a conservation and reciamation
district and a river authority under Texas law with full power and authority to enter Into and carry out the terms of
the Agreement and the Indenture.

IT IS FURTIIER OUR OPINION that the Bond Resolution has been duly and Jawfully adopted and
that the Bonds have been duly and validly authorized, issued, exeeuted, authenticated, and delivered in accordance
with law and the Indenture, and constitute valid, legal, binding. and enforcenbie special obligations of the Issuer in
accordance with their terms and the terms of the Indenture, with the principal of, premium, if any, and interest on the
Bonds being payable from, and secured by 2 first licn on and pledge of all of the right, title, and Interest of the Issuer
in and to the Agreement, together with all moneys payable thereunder, exciuding certain rights relating to certain
payments for expenses and Indemnification of the Issuer. Pursuant to the Agreement, the Company has agreed to
make payments to the Trustee for deposit into the Bond Fund established by the Indenture in amounts sufficient to
pay and redeem, or provide for the payment and redemption of, the principal of, premium, if any, and interest on the
Bonds, when due as required by the Indenture.
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THE RIGHTS OF THE ISSUER under the Agreement have been duly and legally assigned in the
Indenture to the Trustee and have been pledged to the payment of the principal of, premium, if any, and interest on
the Bonds, [t is our opinion that the Agreement has been duly and lawfully authorized, executed, and delivered by
the Issucr, and is a lcgal, valid, binding, and enforceable oblipation of the Issuer in accordance with its terms and
conditions. Thomas (. Berkemeyer, Assistant General Counsel to American Electric Power Service Corporation, an
affiliate of the Company, has rendered his opinion of even date herewith to the effect that the Agrecment has been
duly and lawfully authorized, executed, and delivered by the Company, and that it is a legal, valid, binding, and
enforceable obligation of the Company, We notc that said counsel has statcd that the enforcesbility of the
Agreement is subject to applicable bankruptcy, insolvency, reorganization, moratorium, or other similar laws
relating to or affecting creditors’ rights generally.

IT IS FURTIIER OUR OPINION that the Indenture has been duly and lawfully authorized, executed,
and delivered, that it Is In full force and effect, that it is legal, valid, binding, and enforcenble in accordance with its
terms and conditions, and that it creates the valid pledge which it purports to ereate.

THE ISSUER has reserved the right to amend the Indenture as provided therein and subject to the
restrictions therein stated.

THE OPINIONS contained herein are limited to the extent that (a) enforcenbility of the Bonds, the
Bond Resolution, the Indenture and the Agreement may be limited by bankruptcy, insolvency, reorganization,
moratorium and other laws affecting creditors’ rights or remedies generally and (b) a particular court may refuse to
grant certain equitable remedics, including, without limitation, specific performance, with respect to any of the
provisions of the Bonds, the Bond Resolution, the Indenture and the Agreement.

IN OUR OPINION, except as discussed below, the interest on the Bonds will be excludable from the
gross income of the owners of the Bonds for federal income tax purposes under the statutes, regulations, published
rulings and court decisions existing on the date of this opinion. The exceptions are as follows;

(1) interest on the Bonds will be includable in the gross income of the owner thereof during
any period that such Bonds are owned by either a "substantial uscr" of the facilities financed with the
proceeds of the Bonds or a "related person” of such user, as provided in the Internal Revenue Code of 1954,
as amended;

(2) interest on the Bonds will be subject to the branch profits tax imposed on foreign
corporations by Scction 884 of the Internal Revenue Code of 1986, as amended (the "Code"); and

(3) interest on the Bonds will be subject to the tax imposed by scction 1375 of the Code on
the excess net passive income of certain S corporations that have Subchapter C earnings and profits.
IN OUR OPINION, the interest on the Bonds is not an altemnative minimum tax preference item under
Section 57(a)(5) of the Code,

IN EXPRESSING TIIIS OPINION as to the exclusion from gross income of Interest, we have (a)
relicd upon information furnished by the Company, and partieularly written representations of officers of the
Compeny with respect to certain material facts which arc solely within their knowledge, relnting to the Facilities, as
defined in the Agreement, and the use of the proceeds of the Bonds and of the prior bends which have been refunded
with the proceeds of the Bonds, and (b) assumed continuing compliance with covenants of the Company, the Issuer
and the Trustee with respect to certain matters, including arbitrage and the application of Bond proceeds. Failure to
comply with certain of these representations and covenants may eause interest on the Bonds to beeome ineludable in
gross income retroactively to the date of their {ssuance.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or locnl tax
conscquences of acquiring, camrying, owning or disposing of the Bonds. In particular, but not by way of limitation,
we express no opinion with respect to the federal, state or local tax consequences arising from the enactment of any
pending or future legisiation.

Respeetfully,
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APPENDIX B-2

PROPOSED FORM OF CONVERSION OPINION OF BOND COUNSEL

LAW OFFICES

MSCALL, PARKHURST & HORTON L.L.P.

000 CONGRESS AVENUE T1T NORTH HARWOOD TOO N ST. MARY'S STREET
SUITE 1500 NINTH FLOOR 1515 ONE RIVERWALK PLACE
AUSTIN, TEXAS 787013248 DALLAS, TEXAS 76201.8387  SAN ANTONIO, TEXAS 78205.3503
TELERNONS K12 470-0838 TELEPHONE 214 754.8230 TELEPHONR 1% 22%.2830
FACRIMILE 812 472-3071 FACEIMILE 214 TR4-52448 FACBIMILE Z1% 225-2K04
June 3,2013
Matagorda County Navigation The Bank of New York Mellon Trust Company,
District Number One National Association, as trustee and paying sgent
1602 Main Street 6525 West Campus Oval
Palacios, Texas 77465 Suite 200
New Albany, Ohio 43054
Morgan Stanley & Co. LLC AEP Texas Central Company
Remarketing Agent for Series 2008-1 Bonds c/o AEP Serviee Corporation
1585 Brosdway One Riverside Plaza
11th Floor Columbus, Ohio 43214

New York, New York 10036

Wells Fargo Bank, National Association
Remarketing Agent for Series 2008-2 Bonds
301 South College Street

MAC D1053-043

Charlotte, North Carolina 28202

Re: Matagorda County Navlgation District Number One Pollution Control Revenue Refunding Bonds
(AEP Texas Central Company Project) Series 2008

Ladies and Gentlemen:

We are acting as Bond Counsel in connection with the conversion of the Inferest rate for the capiioned
bonds (the "Bonds") pursuant to the Indenture of Trust dated as of March I, 2008 (the “Indenture”) between
Matagorda County Navigation District Number One and The Bank of New York Metlon Trust Company, National
Association (as successor to The Bank of New York), as trustee. All defined terms used herein shall have the
meanings given such terms in the Indenture.

It is our understanding that the Company has directed the conversion of the Interest rate period on the
Bonds to a fixed interest rate period. The new Interest Rate Period for the Bonds will commence on June 3, 2013.

We are in receipt of (a) the Notice of Mandatory Tender given by the Paying Agent to the Bondholders (the
“Tender Notice”) and (b) a copy of the exccuted notice from the Company directing the conversion of the interest
rate period on the Bonds (the "Company Notice").

Based upon our review of the Indenture, the Agreement, the Tender Notice and the Company Notice, we
are of the opinion that the conversion of the interest rate period on the Bonds to & different Interest rate period (a) is
permitted under the Acts and the Indenture and (b) will not, In and of itself, adversely affect the exclusjon of interest
on the Bonds from gross Income of the owners of the Bonds for fcderal income tax purposes.

Except as staled above, we express no opinion as to any other fedcral, state, or local tax consequence of
scquiring, carrying, owning or disposing of the Bonds. In particular, but not by way of limitation, we do not hereby
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affirm, repeat or otherwise republish any opinion that was rendered at the time of initial detivery of the Bonds
relating to qualification of the Bonds as obligations deseribed in section 103 of the Code or the cxeludability of
interest payabie thercon from the gross income of the owners of the Bonds. We note, however, that interest on the
Bonds will be includable in the gross income of the owner thercof during any period that such Bonds are owned by
cither a "substantial user” of the facilitics financed with the proceeds of the Bonds or a "reiated person” of such user,
as provided in the Internal Revenue Code of 1986, as amended. There can be no assurance given that legislation
will not be enacted by this or any future Congress In a form which will adversely affect the tax treatment of
owncrship of the Bonds.

This opinion is rendered to the addressces only and no otier party is entitled to rely hereen without our
writlen consent.

Respectfully submitted,
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APPENDIX C
PROPOPSED FORM OF CONTINUING DISCLOSURE UNDERTAKING

AMENDED AND RESTATED
RULE 15¢2-12 UNDERTAKING OF
AEP TEXAS CENTRAL COMPANY

In connection with the $120,265,000 principal amount of Matagorda County Navigation District
Number One Pollution Control Revenue Refunding Bonds (AEP Texas Central Company Project), Series 2008-1
and Series 2008-2 (the “Bonds™), AEP Texas Central Company, a Texas corporation (the “Corporation™), hereby
undertakes as follows:

(2) Solely for the purpose of enabling Morgan Stanley & Co. LLC, Wells Fargo Bank, National
Association, The Huntington Investment Company and The Williams Capital Group, L.P., as remarketing agents of
the Bonds, to comply with the requirements of Rule 15¢2-12(b)}(5) under the Sccurities Exchange Act of 1934, as in
cfTect on June 3, 2013 (such Rule, as in effect on such date, being hercinafter ealled the “Rule™), the Corporation
hereby undertakes (but only to the extent, and only for so long as, required for complianee with valid and effective
provisions of the Rule), for the benefit of the holders of the Bonds, to provide to the persons specified in paragraph
(b) hereof,

6} not later than 120 days after the end of each fiscal year of the Corporation, the
Corporation's audited annual financlal statements, for the Corporation®s most recent fiscai year then ended, of the
type inctuded In Appendix A to the Reoffering Cireular dated May |, 2013, relating to the Bonds (the “Audited
Finaneial Statements™), which financial statements will be prepared in accordance with generalty accepted
eccounting principles; provided, that If the audited financial statements of the Corporation ate not available by the
date required above, the Corporation will submit unaudited financial statements and submit audited financial
statements as soon as they arc avaiiable; and

(i) in a timely manner (but not in excess of ten business days), notice (each an “Event
Notice™) of (1) the occurrence of any of the events enumerated in subdivisions (b}$)(i)(C)(1) through (i4) of the
Rule or (I1) a failure by the Corporation to provide the Audited Financial Statements by the datc and to the extent
required by paragraph (a)(i) hereof.

(b} To the extent required by paragraph (a) hereof, the Audited Financial Statements and Event
Notiees shall be provided to the Municipat Securities Rulemaking Board (the “MSRB™) under its Electronic Market
Access System.

(c) This Undertaking is made solely by the Corporation for the purpose stated in paragraph (a) and
neither Matagorda County Navigation District Number One (the “Issuer”) nor its members, officers or employees
have any responsibility or Nability for the sufficiency, performance or enforcement of this Undertaking,

6)] “This Undertaking: (i) is not intended to Imposc obligations on the Corporation that are not required
1o achieve the purpose stated in paragraph (a) hereof, (ii) does not constitute an acknowledgment by the
Corporation of the validity of the Rule; and (ifi) is valid and binding only to the extent and for so long as the Rule is
valid and remains in effeet. The Corporation expressly reserves the right to contest the validity ofall or any portion
of the Rule, including, without limitation, as o defense in any action or proceeding. 1f the Rule or any portion
thereof is determined to be invalid or is repealed, or is amended to reduce the undertakings required to be obtained
from “obligated persons” within the meaning of the Rule, the obligations of the Corporation hercunder shali be
correspondingly reduced or terminated. The Corporation expressly reserves the right to modify its performance of
its obligations hersunder, to the extent not inconsistent with those portions, if any, of the Rule that remain valid and
cffeetive,

{c) ‘The Corporation, its directors, officers, employees and stockholders shall have no liability under
this Undertaking for any act or faifure to aet; notwithstanding anything contained in the Installment Payment
Agreement dated as of March 1, 2008 (the “Agrecment™), between the Issuer and the Corporation, the Indenture of
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Trust dated as of March 1, 2008 (the “Indenture™), between the Issuer and The Bank of New York Mellon Trust
Company, N.A., as trustec (the “Trustee”), or any other document, a faiture by the Corporation to comply with any
provision of this Undertaking shalt not constitute an Event of Defautt under the Agreement, an Event of Default
under the Indenture, or a default under any Bond; and the sole remedy shall be an action to compe! performance.
Except as may otherwise be required by the Rule, no person, other than the Trustee, acting pursuant to the
Indenture, shal! have any right, power or standing to enforce this Undertaking. It shall be a condition precedent to
the right, power, and standing of any person to bring an action to compe! performance under this Undertaking that
(i) such person, not less than five business days prior to commencement of such actions, shall have actually
delivered to the Corporation notice of such person’s intent to commence such action and the nature of the non-
performance complalned of, together with reasonable proof that such person is a person otherwise having such
right, power and standing, and (i) the Corporation shall not have cured the non-performance complained of,
Neither the cormmencement nor the suecessful completion of an action to cornpel performance hercunder shall
entitle the Trustee or any other person to attomeys® fees or any other relief, other than an order or injunction
compelling performance.

O [reserved].

® All obligations of the Corporation pursuant to this Undertaking shall terminate if and when the
Corporation Is no longer an “obligated person™ with respeet to the Bonds within the meaning of the Rule,

{h) Until such time as it shall be definitely established to the contrary, the Corporation may assume
for purposes of the agreements contained in the Undertaking relating to Event Notices:

(1) the term “defaults” as used in the Rule means Events of Default as such term is defined in
the Indenture;

{3) there are no “debt service reserves” or “liquidity providers®, as such terms are used in the
Rule; and

%) there is no “property securing repayment” of the Bonds, other than the Agreement, within
the mcaning of the Rule.

()] This Undertaking amends and restates in its entirety the Rule 15¢2-12 Undertaking, dated March
29, 2008, of the Corporation.

IN WITNESS WIIEREOF, the Corporation has duly authorized this Undertakng by the signature of its
authorized officer,

AEP TEXAS CENTRAL COMPANY
By:

Name; Rence V. llawkins
Title: Assistant Treasurer

Dated: June 3, 2013
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Kentucky Power Company

REQUEST

Reference paragraph 45 of the application. Please provide any supporting rationale,
analysis(es), studies, reports or other materials supporting Kentucky Power’s anticipated
use of “deferred tax accounting for the premium expense.”

RESPONSE

The tax accounting depends on the nature of the issuance of the new bonds. If the new
bonds are issued to the same bond holders, then the premium paid to retire the old bonds
would be amortized over the life of the new bonds (-ie- tax would follow book
accounting — no deferred taxes). The most likely scenario is that the new bonds are not
issued to the same holders as the old bonds and the premium would be immediately
deducted for tax purposes and a credit to ADFIT is recorded in Account 283. This
ADFIT is then reversed as the premium is amortized for book purposes.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Reference paragraphs 48-53 of the application relating to “Treasury Hedge Agreements
and Interest Rate Management Agreements.” Please provide any and all of company’s
analysis(es), studies, reports or othcr materials that project or otherwise quantify the
expected net effect on revenue requirements.

RESPONSE
The instruments referenced above are tools available to the Company for interest rate risk

management. Kentucky Power has not received or performed any analysis regarding
projection or quantification of expected net effects on revenue requirements.

WITNESS: Marc D Reitter
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Kentucky Power Company

REQUEST

Please reference the second amendment to the Renewable Energy Purchase Agreement
between Kentucky Power Company and ecoPower Generation-Hazard LLC, filed on
December 13, 2013, by Kentucky Power in Case No. 2013-00144 (Post-Case Referenced
Correspondence File), paragraph 2(b), which extends the timing of various conditions
precedent into early 2014, Please advise if Kentucky Power still contemplates closing the
Merger and transfer of the Mitchell generating station by December 31, 2013. If not, why
not.

RESPONSE

The transfer of the 50% undivided interest in the Mitchell generating station, and
associated assets and liabilities, was completed on December 31, 2013.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST

Please provide the names, titles, corporate addresses and relevant experience for any
witnesses Kentucky Power intends to call at any hearing deemed warranted by the

Commission.

RESTONSE

At this time, Kentucky Power plans to call the following witnesses at hearings deemed

warranted by the Commission:

Marc D. Reitter

Manager Corporate Finance

1 Riverside Plaza

Columbus, Ohio 43215

12 Years of Relevant Experience

Ranie K. Wohnhas

Managing Director of Regulatory and Finance
101 A Enterprise Drive

Frankfort, Kentucky 40601

34 Years of Relevant Experience

Additional witnesses may be called if needed.

WITNESS: Ranie K Wohnhas
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