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® | COMMONWEALTH OF KENTUCKY RECE VEP

. BEFORE THE
PUBLIC SERVICE COMMISSION OF KENTUCKY APR 15 1999
Purye o
IN THE MATTER OF :
PUBLIC SERVICE
COMMISSION
JOINT APPLICATION OF KENTUCKY POWER COMPANY,)
AMERICAN ELECTRIC POWER COMPANY, INC. )
AND CENTRAL AND SOUTH WEST CORPORATION ) CASE NO. 99- [L/ bl
REGARDING A PROPOSED MERGER )
JOINT APPLICATION

Kentucky Power Company (“‘Kentucky Power”), American Electric Power

Company, Inc. (“AEP”) and Central and South West Corporation (“CSW") (collectively,

‘ the “Joint Applicants”) respectfully apply to the Public Service Commission of Kentucky
(“Commission”) for an Order: (1) declaring that the Merger of CSW and AEP, with AEP

being the surviving entity, may be consummated without approval by the Commission;

or, alternatively, approving the Merger pursuant to KRS 278.020(4) and KRS
278.020(5); (2) approving the proposed regulatory plan and authorizing other steps
necessary to implement the regulatory plan; (3) approving a tariff providing a net merger

savings credit for customers of Kentucky Power; (4) making findings concerning the
deferral of certain merger related expenses in conformity with SFAS 71. In support of

their Joint Application, the Joint Applicants state:
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Applicants

1. Kentucky Power is an electric utility organized as a corporation under the
laws of the Commonwealth of Kentucky in 1919. A certified copy of Kentucky Power's
Restated Articles of Incorporation and all amendments thereto is attached to this Joint
Application as Exhibit 1. The post office address of Kentucky Power is 1701 Central
Avenue, P.O. Box 1428, Ashland, Kentucky 41105-1428. Kentucky Power is engaged
in the generation, purchase, transmission, distribution and sale of electric power.
Kentucky Power serves approximately 170,000 customers in the following 20 counties
of eastern Kentucky: Boyd, Breathitt, Carter, Clay, Elliott, Floyd, Greenup, Johnson,
Knott, Lawrence, Leslie, Letcher, Lewis, Magoffin, Martin, Morgan, Owsley, Perry, Pike
and Rowan. Kentucky Power also supplies electric power at wholesale to other utilities
and municipalities in Kentucky for resale. Kentucky Power is a utility within the meaning

of KRS 278.020(3).

2. AEP is a corporation organized under the laws of the State of New York.
The mailing address of its principal executive offices is 1 Riverside Plaza, Columbus,
Ohio 43215-2373. A certified copy of AEP’s Restated Certificate of Incorporation and
all amendments thereto is attached to this Joint Application as Exhibit 2. AEP is a
holding company registered under the Public Utility Holding Company Act of 1935, 15
U.S.C. § 79 et seq. AEP, directly or indirectly, owns all of the outstanding common
stock of seven domestic electric utility operating subsidiaries: Appalachian Power
Company, Columbus Southern Power Company, Indiana Michigan Power Company,
Kentucky Power Company, Kingsport Power Company, Ohio Power Company and

Wheeling Power Company. AEP also is involved in various competitive ventures in the




United States and worldwide. AEP’s utility operating subsidiaries are engaged
primarily in the generation, transmissioh, distribution énd sale of electric energy to over
3 million customers in seven states. The service area of AEP’s domestic electric utility
operation subsidiaries covers portions of Indiana, Kentucky, Michigan, Ohio,
Tennessee, Virginia and West Virginia. AEP’s 38 power plants have an aggregate
capacity of approximately 23,800 megawatts. AEP has roughly 22,000 miles of
transmission lines and 119,000 miles of distribution lines. AEP is not a utility within the

meaning of KRS 278.010(3).

3. CSW is a corporation organized under the laws of the State of Delaware.
A certified copy of its Certificate of Incorporation and all amendments thereto is
attached to this Joint Application as Exhibit 3. CSW is a holding company registered
under the Public Utility Holding Company Act of 1935, 15 U.S.C. § 79 et seq. CSW's
mailing address is 1616 Woodall Rodgers Freeway, P.O. Box 660164, Dallas, Texas
75266-0164. CSW owns all of the outstanding common stock of four domestic electric
utility operating subsidiaries: Central Power and Light Company, Public Service
Company of Oklahoma, Southwestern Electric Power Company and West Texas
Utilitiés Company. CSW also is involved in various competitive ventures in the United
States and worldwide. CSW's domestic public utility operating subsidiaries are
engaged in the purchasing, transmitting, distributing and selling of electricity to over 1.7
million customers in an area covering approximately 152,000 square miles in portions of
Texas, Oklahoma, Arkansas and Louisiana. CSW's U. S. electric operating companies

have 40 power plants with aggregate capacity of 14,171 megawatts. CSW has roughly




16,500 miles of transmission lines and 68,900 miles of distribution lines. CSW is not a

utility within the meaning of KRS 278.010(3).

The Transaction

4. On December 21, 1997, the Boards of Directors of CSW and AEP held
meetings and each approved the “Agreement and Plan of Merger By and Among
American Electric Power Company, Inc., Augusta Acquisition Corporation and Central
and South West Corporation” (“Agreemeht"), and the transactions contemplated
thereby, pursuant to which a wholly owned subsidiary of AEP, Augusta Acquisition
Corporation, will merge with and into CSW (the “Merger”). A copy of the Agreement is
attached to this Joint Application as Exhibit 4. AEP will continue to be headquartered in

Columbus, Ohio.

5. Upon consummation of the Merger, the four CSW domestic utility
companies will cease to be wholly-owned subsidiaries of CSW, and will become wholly
owned subsidiaries of AEP. The eleven domestic utility companies of CSW and AEP
will retain their separate corporate identities, assets and liabilities, franchises and
certificates of public convenience and necessity. In consideration of the Merger, each
outstanding share of CSW will be converted into the right to receive 0.6 of a share of

AEP (together with cash in lieu of fractional shares).

6. As part of the Merger, AEP’s Board will be expanded from 12 to 15
members, with two AEP members retiring. Under the terms of the Agreement, five

former members of the CSW Board will be nominated by AEP for election by the




shareholders of the merged company. Dr. E. Linn Draper, Jr. will continue as Chairman

of the Board, President and Chief Executive Officer of AEP.

Request for Determination That Approval of the Merger
Is Not Required Under Kentucky Law

7. KRS 278.020(4)" and KRS 278.020(5) do not obligate the Joint Applicants

to obtain approval of the Merger.

8. Pursuant to KRS 278.020(4), CSW does not own or control any utility
furnishing service in the Commonwealth or otherwise subject to the jurisdiction of this
Commission. Kentucky Power and AEP Communications, LLC 2are the only utilities
owned or controlied by AEP and furnishing service in the Commonwealth or otherwise

subject to the jurisdiction of this Commission. The Merger will not result in the transfer

'Ina February 17, 1999 letter to AEP, the Commission Staff stated that it believes the Commission has
authority to approve the Merger under KRS 278.020(5). The letter does not mention KRS 278.020(4).
Applicants do not believe either subsection is applicable, and subsection (4) is even less arguably
applicable than subsection (5). Nevertheless, out of an abundance of caution both subsections are
addressed in this Joint Application.

2 AEP Communications, LLC is an indirect wholly owned subsidiary of AEP and is authorized to provide
non-switched private network service to third-parties in the Commonwealth. Order, In the Matter of: The
Application of AEP Communications, LLC for a Certificate of Authority to Provide Non-Switched Private
Network and Other Services to Third Parties in the Commonwealth of Kentucky, P.S.C. Case No. 97-495
(March 18, 1998). AEP Communications, LLC’s name and tariff will not change as a result of the Merger,
and AEP Communications will continue as a wholly-owned indirect subsidiary of AEP upon
consummation of the Merger. The Commission by its January 8, 1998 Order in Administrative Case No.
370, In the Matter of: Exemptions of Providers of Local Exchange Service Other Than Incumbent Local
Exchange Carriers, exempted carriers, such as AEP Communications, LLC, from the provisions of KRS
278.020(4), (5). Accordingly, AEP Communications, LLC is not made a party to this proceedings. To the
extent the Commission believes approval also is required for AEP Communications, LLC under KRS
278.020(4), (5), the Joint Applicants request that such approval be granted.
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by AEP, or the acquisition by CSW, of Kentucky Power, or of control or the right to

control Kentucky Power. Specifically, ™ -

(a)  Kentucky Power will continue to be a wholly owned subsidiary of AEP, and
will retain its separate corporate identity, assets and liabilities, franchises and

certificates of public convenience and necessity;

(b)  The Joint Applicants do not contemplate any change in the Board of
Directors of Kentucky Power or the executive officers of the company as a result of the

Merger;

()  Through the Merger, AEP is, in effect, acquiring CSW. Upon
consummation of the Merger, the four CSW domestic utility companies will cease to be
wholly-owned subsidiaries of CSW, and will become wholly owned subsidiaries of AEP.
The eleven domestic utility companies of CSW and AEP will retain their separate
corporate identities, assets and liabilities, franchises and certificates of public

convenience and necessity;

(d) As part of the Merger, AEP’s Board will be expanded from 12 to 15
members, with two AEP members retiring. Under the terms of the Agreement, five
former members of the CSW Board will be nominated by AEP for election by the

shareholders of the merged company;

(e)  Dr. E. Linn Draper, Jr. will continue as Chairman of the Board, President

and Chief Executive Officer of AEP;




H CSW has approximately 61,000 shareholders who will receive upon
consummation of the Mergér approximately 127 million shares of AEP. The effect of
the Merger will be to broaden the ownership of AEP. The Joint Applicants are unaware
of any association of CSW's current shareholders acting with a common purpose or
goal with respect to their ownership of CSW's shares or the shares of AEP to be
distributed in connection with the Merger, or with respect to the management or
direction of AEP following the Merger. The Joint Applicants similarly are unaware of
any agreement by an association of CSW's current shareholders to act in concert with
respect to the purchasing, voting, holding or disposing of the AEP shares to be acquired

through the Merger;

(@) Following the Merger, it is not anticipated that any person, as that term is
defined in KRS 278.010(2), will hold or control ten per cent or more of the outstanding

shares of AEP;

(h)  Itis not anticipated that any shareholder of CSW at the time of the Merger
will obtain control, or the right to control, AEP as a result of the exchange of shares of

AEP for all of the outstanding shares of CSW.

9. Pursuant to KRS 278.020(5), CSW does not own or control any utility
furnishing service in the Commonwealth or otherwise subject to the jurisdiction of this
Commission. Kentucky Power and AEP Communications, LLC are the only utilities
owned or controlled by AEP furnishing service in the Commonwealth of Kentucky or
otherwise subject to the jurisdiction of this Commission. The Merger will not result in

the acquisition of control, either directly or indirectly, of Kentucky Power by a group,




syndicate, general or limited partnership, association, corporation, joint stock company,

trust or other entity. Specifically,

(@) No group, syndicate, general or limited partnership, association,
corporation, joint stock company, trust or other entity will, directly or indirectly, acquire
as a result of the Merger, ten percent or more of the shares of AEP. Following the
Merger, it is not anticipated that any individual or entity will hold or control ten percent or

more of the outstanding shares of AEP;

(b) No group, syndicate, general or Ilimited partnership, association,
corporation, joint stock company, trust or other entity will, directly or indirectly, acquire
as a result of the Merger, the power to direct or cause the direction of the management
or policies of Kentucky Power, by ownership of the voting securities of Kentucky Power
or AEP, by effecting a change in the composition of the Board of Directors of AEP or

Kentucky Power, by contract or otherwise;

(¢)  Kentucky Power will continue to be a wholly owned subsidiary of AEP, and
will retain its separate corporate identity, assets and liabilities, franchises and

certificates of public convenience and necessity;

(d) The Joint Applicants do not contemplate any change in the Board of
Directors of Kentucky Power or the executive officers of the company as a result of the

Merger,;

() AEP s, in effect, acquiring CSW through the Merger. Upon

consummation of the Merger, the four CSW domestic utility companies will cease to be




wholly-owned subsidiaries of CSW, and will become wholly owned subsidiaries of AEP.
The eleven domestic utility companies of CSW and AEP will retain their separate
corporate identities, assets and liabilities, franchises and certificates of public

convenience and necessity;

4] As part of the Merger, AEP’s Board will be expanded from 12 to 15
members, with two AEP members retiring. Under the terms of the Agreement, five
former members of the CSW Board will be nominated by AEP for election by the

shareholders of the merged company;

(9)  Dr. E. Linn Draper, Jr. will continue as Chairman of the Board, President

and Chief Executive Officer of AEP;

(h)  The Merger is not intended to permit, nor will it permit, the former CSW
shareholders to act in concert “to direct or cause the direction of the management or
policies of [Kentucky Power].” No person or entity owns ten percent or more of the
shares of CSW and following the Merger no person or entity is expected to own ten
percent or more of the shares of the merged AEP. After the Merger, the former CSW
shareholders will become AEP shareholders and as such, a part of a large, disparate
and changing population. On the average day, almost 500,000 shares of AEP stock are
traded. The former shareholders of CSW quickly will lose any group identity they may
have had in the large pool of AEP shareholders. There is no mechanism that will
enable the former CSW shareholders to act in concert, and as a practical matter, there

is no realistic prospect they could or would maintain cohesion as a group.




Conditional Request for Approval of the Merger
'Pursuant to KRS 278.020

10. If the Commission determines the Merger must be approved pursuant to
KRS 278.020(4) or KRS 278.020(5), or both, the Joint Applicants request that such
approvals as the Commission deems are required be granted. The Joint Applicants
request such approvals without prejudice to, or waiving, their position that the Merger is

exempt from review under Kentucky law.

Approval of the Merger Is Consistent With the
Requirements of KRS 278.020(5)

~11.  The Merger will be consummated in accordance with the law, is for a
proper purpose and is in the public interest. The Merger is intended to benefit
stakeholders in Kentucky Power and the merged AEP operating companies:
customers, employees, shareholders and the communities in which the operating

companies provide service.

The Merger Will Be Consummated In Accordance With The Law

12. The Merger will not be consummated absent the receipt of all required
regulatory approvals. Prior to filing this Joint Application, AEP, CSW and one or more
of their domestic companies have sought approval for the Merger from the Securities
and Exchange Commission, the Federal Energy Regulatory Commission, the Federal
Communications Commission and the Arkansas, Louisiana, Texas and Oklahoma
public utility regulatory commissions. In addition, approval for a change in licensure is
being sought from the Nuclear Regulatory Commission. At this time, conditional
approval of the Merger has been received from the Arkansas Public Service

Commission.
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13.  Since announcing the Merger in December, 1997, the Joint Applicants
have sought to keep this Commission fully informed of the details of the transaction and
its progress toward consummation. To that end, the Joint Applicants have provided the
Commission with copies of all filings made with other regulatory bodies in which the

Joint Applicants are seeking approval of the Merger.

14.  Following the Merger, AEP will continue to be regulated as a Public Utility
Holding Company by the Securities and Exchange Commission pursuant to the Public
Utility Holding Company Act of 1935. In addition, following the Merger, Kentucky Power
will remain a public utility and subject to the jurisdiction of this Commission and the

Federal Energy Regulatory Commission to the same extent as prior to the Merger.

The Merger is For a Proper Purpose

15.  The dramatic structural changes in the electric utility industry in the past
several years, spurred in part by the Energy Policy Act of 1992 and FERC Orders 888
and 889, have yielded an increasingly competitive utility and energy services

marketplace.

16. AEP and CSW share a common vision as to what will be required to
compete successfully in this evolving utility and energy services marketplace. The Joint
Applicants entered into the Agreement and Plan of Merger to enable the merged AEP to
compete successfully in the future through increased scale, cost savings, competitive
prices and services, increased financial strength and greater diversification of load,

power sources and fuel mix. The Merger will create a company able to produce and
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deliver low-cost power, a company ready to compete for the benefit of its customers and

a high-quality, well-capitalized company positioned to handle the future.

The Merger Is Consistent With the Public Interest

17. The Merger is subject to review under the antitrust laws by the United
States Department of Justice. Although the Joint Applicants do not believe the Merger
will violate federal antitrust laws, it cannot be completed until the expiration or
termination of the waiting period under the Hart-Scott-Rodino Antitrust Improvements

Act of 1976.

18. The Merger must also be approved by the Securities and Exchange
Commission under the Public Utility Holding Company Act of 1935, 15 U.S.C. § 79 et
seq. The application is pending and the Joint Applicants believe that the Merger will be

approved by the Securities and Exchange Commission.

19. The Merger will permit the Merged AEP (including Kentucky Power) to
achieve further economies of scale in utility operations, product development and
corporate services. In addition, the Merged AEP will enjoy a substantially larger and
geographically more diverse customer base, thereby adding stability from both an
economic and operational standpoint. The Merged AEP’s significantly larger market
capitalization will provide a stronger financial base that will permit the company to

weather adverse economic conditions and to be better able to absorb risks.

20. The Merger will provide opportunities to eliminate duplication in corporate

and administrative programs, to achieve greater efficiencies in operations and business
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processes, to improve purchasing power and to achieve other efficiencies by combining
the two work forces. It is estimatéd that these efficiencies and improvements will allow
the Joint Applicants to capture Merger-related savings of approximately $2 billion, net of
Merger costs over a ten year period. These Merger-related savings are in addition to

fuel savings.

21. In connection with the Merger, the Joint Applicants have proposed a
regulatory plan under which 100% of merger-related fuel costs flow through to
customers through fuel adjustment clauses, and the estimated non-fuel Merger savings
are shared by customers and shareholders. This treatment will continue until the earlier

of ten years or the implementation of mandated unbundling and retail competition.

22. The Joint Applicants anticipate the Merger will result in fuel related
savings (net of the cost of transmission and foregone net revenues) of $98 million over
a ten year period. All of Kentucky Power’s fuel-related savings will flow through to its
customers by means of the fuel adjustment clause. It is estimated that Kentucky
Power's share of these savings will be $3.4 million over a ten year period. The
aggregate Kentucky retail jurisdictional portion of the projected fuel-related savings is
$2.6 million. Customers of Kentucky Power will begin to receive these projected fuel-

related savings following the Merger as the savings occur.

23.  Under the regulatory plan, approximately 52% of the net non-fuel Merger
savings allocated to Kentucky's retail jurisdictional customers of approximately $37.6

million will be returned to the customers by means of a Net Merger Savings Credit.
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Kentucky Power's proposed tariff sheet embodying the Net Merger Savings Credit is

filed as EXHIBIT REM-7.

24.  The shareholder portion of the net non-fuel Merger savings, approximately
48% of the net non-fuel Merger savings, will be retained by shareholders by including
their portion of the savings as a reasonable cost in any future rate proceeding during the
ten years following the Merger. The amount to be included will be based upon the test

year period.

25. The Joint Applicants propose under the regulatory plan to defer merger-
related transaction, transition and regulatory processing and change in control costs,
and to amortize the Merger costs on a straight-line basis over a five year period as

shown on page 4 of EXHIBIT REM-3.

26. Under the regulatory plan, the Joint Applicants also will improve affiliate

transactions accounting and reporting practices.

27. Transactions between Kentucky Power and American Electric Power
Service Corporation (“AEPSC”) will continue to be regulated by the Securities and
Exchange Commission pursuant to the Public Utility Holding Company Act of 1935.
Following the Merger, AEPSC will continue to provide to Kentucky Power the same
services previously provided. American Electric Power Service Corporation will
continue to bill costs directly to the greatest extent possible. Where costs cannot be
billed directly, affiliate billings employing allocation factors developed by Joint Applicants
in accordance with the allocation rules of the Securities and Exchange Commission will

be used. Where volume is the major determinant of the cost of providing the service,
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the allocation factors utilize the volume of activity that is generated in performing the
service. Where cost is not related to volume, the most representative factor is used.
AEP is seeking approval from the Securities and Exchange Commission for use of

these new allocation factors.

28. The Merger will permit Kentucky Power to continue, and where necessary,
to improve, its efforts to provide high-quality, reliable and economical service in an

efficient fashion.

29.  AEP currently employs a targeted marketing program to attract domestic
industrial investment, as well as investment from Japan and Europe. In addition, AEP
provides export assistance to existing customers exploring international markets. AEP
also promotes economic development through the financing of industrial property and
shell buildings, challenge grants to local development agencies and scholarships for
economic development training. The Merger will not affect Kentucky Power’s economic
development efforts and it intends to continue to support economic development in its
service area.

The Merger Satisfies the Requirements of KRS 278.020(4)

30. Upon consummation of the Merger, Kentucky Power will continue to
possess the financial, technical and managerial abilities to provide reasonable service in

the Commonwealth.

31.  Following the Merger, the customers of Kentucky Power will receive

service that meets or exceeds the service delivered prior to the Merger. Kentucky
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Power intends to maintain its principal corporate office in Ashland and to maintain its

presence throughout its service territory.

Financial Ability

32. Kentucky Power's capital structure will not be altered by the Merger; its
common stock and debt obligations will remain outstanding. Kentucky Power will not
assume any indebtedness nor issue any equity or indebtedness as a result of the
Merger and its Board of Directors intends to maintain its balanced capital structure

following the Merger.

33. Following the Merger, Kentucky Power will continue to benefit from AEP’s
policy of attaining and maintaining strong stand-alone credit ratings for all of its
subsidiaries, including the management and operation of Kentucky Power to minimize
costs and optimize cash flow, and to make equity capital available to fund Kentucky
Power's total capital requirements as necessary. The merged AEP’s greater financial
strength, resulting from its larger capitalization and stronger cash flows, will enhance
AEP’s ability to execute its policy of assisting Kentucky Power in attaining and

maintaining a strong stand-alone credit rating.

34. The financial ability of Kentucky Power to provide reasonable service in
the Commonwealth also will be strengthened by the merged AEP and its subsidiaries’

lower cost of providing energy and related services.

Technical and Managerial Ability

35. The technical and managerial capabilities of Kentucky Power will be

enhanced by its ability to draw upon a larger and more-diverse pool of senior- and mid-
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level management personnel, as well as technical talent within the merged AEP. The
merged AEP also should permit Kentticky Power to attract and retain the most qualified
management and technical personnel by providing greater opportunities in a larger

company.

36. Following the Merger, existing management policy of directing the most

talented persons to their appropriate positions will be continued.

Testimony and Application Exhibits

37. The following testimony is filed in support of this Joint Application:

WITNESS SuBJECT MATTER OF TESTIMONY

Dr. E. Linn Draper, Jr. Description of AEP, CSW, and Merger
Transaction; Public Interest; Introduction of
Other Witnesses.

Thomas J. Flaherty Scope of Analysis; Benefits Created from

Utility Mergers; Comparison to Other
Transactions; Detailed Cost Savings
Description; Costs to Achieve; Overview of
Savings Allocation.

J. Craig Baker System Integration Agreement; Production
Related Benefits; Potential Capacity
Benefits; AEP/CSW Interconnection Plans.

Richard E. Munczinski Anticipated Benefits and Costs of Merger;
Proposed Reguiatory Plan;
Reasonableness of Regulatory Plan;
Affiliated Transactions.

Gerald R. Knorr Affiliate Structure of Merged Entity;
Transactions Among Affiliates; Allocation
of Merger Savings and Costs Among
Affiliates.
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WITNESS | - . SuBJECT MATTER OF TESTIMONY

William H. Hieronymous The Merger's Lack of Impact on
Competition.
Thomas E. Mitchell Proposed Merger Transaction; Method of

Accounting for the Combination; Proposed
Merger Pro Forma Financial Data; Federal
Income Tax Implications of the Merger;
Accounting Impact of Proposed Regulatory
Treatment.

Timothy C. Mosher Kentucky Power Overview; Safety;
Economic/Community Development;
Communications and Accountability.

Mark A. Bailey Safe, Reliable and Adequate Service;
Customer Service and- Budget Resources;
Effect of the Merger on Customer Service.

38. The following Exhibits are filed in Support of this Joint Application:

ExHIBIT NUMBER DESCRIPTION

Certified copy of Kentucky Power
Company’s Restated Articles of
1 Incorporation and all amendments thereto

Certified copy of American Electric Power
Company, Inc.’s Restated Certificate of
2 Incorporation and all amendments thereto

Certified copy of Central and South West
Corporation’s Certificate of Incorporation
3 and all amendments thereto

“‘Agreement and Plan of Merger By and
Among American Electric Power

4 Company, Inc., Augusta Acquisition
Corporation and Central and South West
Corporation”
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COMMUNICATIONS

39. The Joint Applicants respectfully request that all communications involving

the Joint Application and this proceeding be directed to:

For Kentucky Power Company:

Mark R. Overstreet

Stites & Harbison

421 West Main Street

P.O. Box 634

Frankfort, Kentucky 40601-0634

Kevin F. Duffy

American Electric Power Service Corporation
1 Riverside Plaza

Columbus, Ohio 43215-2373

For American Electric Power Company, Inc.:

Mark R. Overstreet

Stites & Harbison

421 West Main Street

P.O. Box 634

Frankfort, Kentucky 40601-0634

Kevin F. Duffy

American Electric Power Service Corporation
1 Riverside Plaza

Columbus, Ohio 43215-2373

For Central and South West Corporation:

Rocky R. Miracle

1616 Woodall Rodgers Freeway (75202)
P. O. Box 660164

Dallas, TX 75266-0164
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Relief Sought

Wherefore, Kentucky Power Company, American Electric Power Company, Inc.
and Central and South West Corporation respectfully request the Public Service

Commission of Kentucky:

1. To issue an Order declaring that the Merger of American Electric Power
Company, Inc. and Central and South West Corporation is not subject to review or

approval pursuant to KRS 278.020(4) or KRS 278.020(5);

2. To issue an Order in conformity with SFAS 71 stating that: “American
Electric Power Company, inc. and Central and South West Corporation will incur
transaction, regulatory processing and transition costs to merge and combine the two
companies. The Commission orders that the Kentucky retail jurisdictional share of the
estimated Merger costs be deferred and amortized for recovery over five years. The
amortization should begin with the date of the combination and continue for five years

on a straight-line basis”;

3. To issue an Order authorizing Kentucky Power Company to return to
ratepayers by a Net Merger Savings Credit Rider the amounts shown in, and approving

the tariff filed as, EXHIBIT REM-7;

4, Alternatively, if the Commission determines approval is required, to issue
an Order finding that upon consummation of the Merger, Kentucky Power Company will
retain the technical, financial and managerial ability to provide reasonable service in the

Commonwealth, and approving the Merger pursuant to KRS 278.020(4);
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5. Alternatively, if the Commission determines approval is required, to issue

an Order finding that the Merger is in accordance with the law, is for a proper purpose

and is consistent with the public interest, and approving the Merger pursuant to KRS

278.020(5);

6. Alternatively, if the Commission determines approval is required, to issue

an Order approving the proposed regulatory plan and the steps necessary to

implement it, specifically:

a. approving the regulatory treatment of the fuel saving arising from

the integrated operations of the Joint Applicants;
b. authorizing the inclusion of estimated non-fuel Merger savings, net
of costs to achieve and change in control payments, as an allowable expense in

Kentucky Power Company's cost of service, with the amount to be included in the cost

of service to be based upon the test year period.

7. To issue an Order granting Kentucky PoWer Company, American Electric

Power Company, Inc. and Central and South West Corporation all additional

authorizations and relief required for the consummation of the Merger or to which they

N

Mark R. Overstreet

STITES & HARBISON

421 West Main Street

P.O. Box 634

Frankfort, Kentucky 40602-0634

may be entitled.
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‘ Kevin F. Duffy

American Electric Power Service Corporation
1 Riverside Plaza
Columbus, Ohio 43215-2373

COUNSEL FOR KENTUCKY POWER
COMPANY AND AMERICAN ELECTRIC
POWER COMPANY, INC.

W, Bt

Mark R. Overstreet

STITES & HARBISON

421 West Main Street

P. O. Box 634 |
Frankfort, Kentucky 40602-0634 ‘

COUNSEL FOR CENTRAL AND SOUTH
¢ WEST CORPORATION

TOTAL P.@2




|, Timothy C. Mosher . _Vice President of Kentucky Power Company,
being duly cautioned and sworn, state that | have read the foregoing application,

that | am familiar with the facts set forth therein, and that the facts as they pertain
to Kentucky Power Company are true and correct to the best of my knowledge and
belief.

Original

477;% C Msla

State of Ohio )
)

County of Franklin )

The foregoing was sworn to before me this 8&day of April, 1999 by

’ﬁnom—? C. NesHs7

Notary Publid_/ &

My Commission Expires:

EDWARD ). BRADY
NOTARY Pua[L}xc'. égggy oEu\:(oAT L

) ~ My commission has no exirat;




, Richard E. Munczinski, Senior Vice President-Corporate Planning of American Electric Power
Company, Inc., being duly cautioned and sworn, state that I have read the foregoing application, that
I am familiar with the facts set forth therein, and that the facts as they pertain to American Electric
Power Company, Inc. are true and correct to the best of my knowledge and belief.

Koot & Pl

STATE OF TEXAS §
' §
COUNTY OF TRAVIS §

The foregoing was sworn to before me this 8™ day of April, 1999 by Richard E. Munczinski.

LAURETTAT. QUIST '
wrsesmats b ot J. 0
My Commission Explre |, :

QOCT. 16, 2002 Notary Public

My Commission Expires:

Ochdber o, Zoo2




. Mark ,__Roberson of Central and South West Corporation,
bemg duly cautioned and sworn, state that I have read the foregoing application, that I am
familiar with the facts set forth therein, and that the facts as they pertain to Central and
South West Corporation are true and correct to the best of my knowledge and belief.

Mo @ Foleor_

/85 CYNTHIA L. GARRETT

State of Texas ) \ .“ Noxaag:;&ﬁot:tgxgwm
) wae”  OCT. 24,2000

County of Travis )

The foregoing was sworn to before me this 7th  day of April, 1999 by

Mark Roberson

Co it S i T

Notary Public

My Commission Expires:

October 24, 2000
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IN THE NAME AND BY THE AUTHORITY OF THE ’
EXHIBIT 1

Page 1 of 7

JOHN Y. BROWN III
SECRETARY OF STATE

CERTIFICATE

I I, JOHN Y. BROWN II1, Secretary of State for the Commonwealth of Kentucky, do certify that the

foregoing writing has been carefully compared by me with the original record thereof, now in my

official custody as Secretary of State and remaining on file in my office, and found to be a true and

i

correct copy of ARTICLES OF AMENDMENT AMENDING AND RESTATING THE ARTICLES
OF INCORPORATION OF
KENTUCKY POWER COMPANY FILED DECEMBER 15, 1980,
CERTIFICATE OF ASSUMED NAME OF AMERICAN ELECTRIC POWER ADOPTED BY

KENTUCKY POWER COMPANY FILED NOVEMBER 1, 1995.

IN WITNESS WHEREOF, I have hereunto

set my hand and affixed my official seal.
- \ Done at Frankfort this 6TH day of
\

APRIL ,19 99
. ) pen T

E , Secretary of Statem@ommonwealth of Kentucky
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OFFICE OF
SECRETARY OF 8TATE

FRANCES FONES 31LLS
Secroetary

FR, X'\M ORT.

CERTIFICATE OF AMENDMENT & resmamn
TO ARTICLES OF INCORPORATION

f. FRANCES JONES MILLS, Secretary of Stute of the Commomeealth of

] 7 > *
W Incorporation of

Kentucky, .

amended pursuant to Kentucky Revised Statutes, 2714, (38R ) duly signed and v

fied or acknowledged according to law, have been filed in my office by said

tHon, and ilmz afl in 08, fmf-c and charges payable upen the filing af said 4
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K

ARTICLES OF AMENDMENRT

.y i \ SCEETARY
AMERDLNG ARD RESTATIRG BT

THE
ARTICLES OF IHCORPORATION o
OF )

EENTUCKY POWER COMPANY

Pursuant to the provisions of Scctions 2714290 and
271A.295 of Chapter 2714 of the Xentucky Hevised Statutes,
known as the "RKentucky Busingss Corporation Act,* the
undersigned corporation adopts the following Articies of
Amendment to amend and restate its Avticles of Incorporation:

FIRST: The name of the Corporation is KENTUCKY POHESR
COMPANY,

SECOND: The following amendments to, and restatement
of, the Articles of Incorporation wers adopted by the Board
of Directors and by the shareholders of the Corporation in
the manney prescribed by the Kentucky Business Corporation
Act:s

RESOLYVED, that article {2) of the Artieclss of
Incorporation of the Corporatiom, as amended, be,
and it hereby is, deleted in its entivety, and
that the following new Article {2) be, and it
hereby 1s, inserted in its place:

{2) The duration of the Corporation
shall be perpetual.;

and further

RESQLVED, that Article (3} of the Articles
of Incovrporation of the Corporation, as amended,
e, and it heveby iz, amsnded to read as f£ollows:

‘ {3} The purposes for which the
Corporation is Touvmed are as follows:

To genevats and produce electeiciby
and o transmit, distribute and sell
the same to the publie, eibther directly
or throuyh the sale of eleectric emergy
Lo other gtilities, within and without
the Commonwealth of Rentucky.

To transact any or all lawful
bugsiness for which corpovations may be
incorporated under the Kentucky Business
Corporation Act.

and further

28
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RESOLVED, that Articles {73, {&) s
the %ztzcl&a cf Tpeorporation of the Coo
as amended, be, and they herveby arve, revumbered
respectively, as Avticles {5}, ($) and {71: awng
fur ther

RESOLVED, thoec the drticles of Incovporstion
of the Torporstion, as herstofore apd horeby
amended be, and they horeby sre., resist Loy rend

fosliows e

RESTATED ARTICLES OF JEIOHRPORATION

KENTUOKY POWPH JUMDPANY

(1} 7The nasne of the Corporation shall be
KENTUCRY FOMER CONMPANY.

{2} The Jduration of the Covporation shall bhe
pErpetaa .

{3} The purposes for which the Lorpovation
is formed are an follows:

o generate and produce electricity and
to transmit, distyibute and sell the same Lo the
public, either divectly or through the sale nf
electric enevgy Lo other utilities, within and
without the Commonwealth of Hentuoky,

To transact any or sll lawful busines -
for which corpoerations may be incorporated undey
the Kentuocky Businpess Corporabion AQt.

{4} The total nunber of shares of all
classes of stovk which the Covporat! shall have
authority to issue is two million {y,@&ﬁ G601
shares of Common Stock, 0f the par valiune of §$50
each, “The nunper of shaves which are without par
i none.

Lach share of Common Stock shall be equal in

all respects to every other shave of Cogmon Hto

{5) The affairs of the Copporation are
be conducted by a Board of Divectors, which
consist of such number of members as shall frow
time to time be provided by the bylaws of this
Corparation, bhut in no event less than thred w
shall be elected annually.

{63 ‘Phe amount of indebtednessz: or liabi
which may be incurred by the Corporation at any
time shall be anlimited.

P
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(7% THe private property of the  tockholders
of the Corpoeration shall not be subiect to the
payment of s corporate debis,

and further

RESOLVED, that the [oregeing Restated
Articles of Ingorporation of the Corporation
shall supersede the Articles of Incocporation
of the Jorporation and all prior amendments
thereto.

THIRD:  Except for the desiaqnated amendments thereto,
the forecoing Restated Articles incorporation correctly
set { rth without change the uorvesponding provisions of the
Articles of Incorporation of the Corporation ag heretofore
amended,

FOURTH: ‘The Board of Directc s of the Corporation, at
& meeting duly called for, and held on, Novewnber 20, 1980,
at whirh a quorum was present and acting throughout, adopted
the foragoing resolutions amending and vestating the
Articles of Incorporation of the Corporation and directed
that such rescolutions be submitted to a vote at a meeting of
shareholders. On Novembor 20, 1980, the holders of all of
the ocutstanding shaves of the Corporation, which on auch
date consisted of 1,009,000 shares of Common Stock of the
pay value of §50 per share, exgcuted and delivered to the
Corporation their written walver of notice of such a meeting
and consent to the adoption of the foregoing resol:itions,

PIFTH: The foregoing amendments do not provide for an
exchange, reclassification or cancellation of i1ssued shares,

or effect a change in the amount of stated capital of the
Corporation.

Dated this 25th day of November, 1980,

KENPUCKY POWER COMPANY

And fziﬁi;w" >

EXHIBIT 1
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{ts Assistant Secréta
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STATE OF WEW YORK

COUTY OF HEW YORK

1, Pavid ¢. Bume, a notary public, 3o hereby ceryify v
that on this 25th day nf Hovemper, 1980, personally appearer
wafore we G. P. Walanty, who, being by me firvst duly sweorn,
declared that he is a Vice Pres xdwnt uf Kentucky Powery
Company , that he signed the foregoing docunent as Vice
prezident of the covporation, and that the sta atements
tharsin rontained are true.

{NOTARIAL SEAL)

Prepared By: Richard P. Bourgevie
American Blectrie Powsr Service Corporation
2 Broadway
New York. H.Y. 10004

v -«“-M ‘WQ?( m""’”““ﬁ%)({ha‘**wf

o - e mrate
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SECRETARY OF STATE
CERTIFICATE OF ASSUMED NAME

THIS CERTIFIES THAT THE ASSUMED NAMEOF __ American Blectric Power

“has been'adopted by Kentucky Power Company

] (Recl Namme - 365.015(1%)
‘whichfs the REAL NAME of the

. . General Poninzrship X____Corporstion
i Business Trusy e Limited Purtnership . Joint Vesiture
[YOUMUST CHECK ONE}
**2Sole proprictorships ARE NOT filed withi the Secretary of Stase*®¢
‘orginized snd existingin thiz state of Kentucky and whose address is

1701 Central Avenue, Ashland, Kentucky 41101

# ,:'/ o

John F. DiLorenzo,’ Jz.

£
3Se;f¢fetary
Title

" ‘Nane

Titke

‘Neme

Stateof ohio

1, Brenda. R, Heavill

g dayiol . ‘:Oc,tob_gr-, . 1995

John F. Diiorenzo, J

~Secretary
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State of New York }”
Department of State

I hereby certify that the annexed copy has been compared with the original document in the custody of the
Secretary of State and that the same is a true copy of said original.

APR 05 1999

Witness my hand and seal of the Department of State on

}»Q;...
X
* !
‘ (éq .: Special Deputy Secretary of State
<5

®eccene’ 33

DOS-1266 (5/96)
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o= 6711«) 500 0~ lsx

RFSTATED Cm'l'lFICATE OF INCORPORATION B
OF— . - *
AMERICAN ELECTRIC POWER COMPANY lNC. -
: Under Seotlonsm of the Buslness Corporatlon Law

s .6 . T

.

The undersrgned,-bemg respectwely the Vrce Presrdent and Assrstant Secretary of N
Amencan Blectric Power Company, Inc, hereby y certify that

- L-A Name. The. name of the corporatton s AMERICAN ELBCTRIC POWER
COMPANY -INC. The name under whlch the corporatron was' formed is American Gas and
Blectnc Company e A . . ._—.‘

.

e o 9

o Il. Date ol‘ ﬁllng of Certlﬁeate of Inoorporation. Tlte cemf cate of consolrdatron
i -"l..'. - formmg the corporationwas ftled by the Department of State on February 18, 1925 _
———*-'—”“”" '“"nIbe‘rlilﬁl Certlﬂcate Supemeded., The certtﬁeate of, rncorporatton, as, amen&d _;' L
. . :~ heretofore, is’ bereby restated wrthout further amendment or change to read as herem set fonh B
. m ﬁl“ s it -
1. The name of the corporatron shall be AMBRICAN ELBC’I'RIC POWER
COMPANY INC. - — — =

e L
.

“The purposes for whrch the corporatron is formed are "'_"-‘ / el
ST, . (a) To. acquu'e, hold and drspose of the stock .bonds, notes, debentures
- %" . andothersecurities and obllgatlom' (lté’remaftcr called’ "secuntres") of ang person,_
e -— -+ firm, association, or corporation, private, public or municipal, or of any-boc —
—politic, including; - without hm?tatron, “securities . of -electric. and.gas uu,lrty S
‘ ~companies; and while-the owner of such securities, to possess and exercise.. in —
* .respect . thereof all " the. rights, powers and»pnvrleges of - ownershrp thereof T
Jnclndmg_mung.power —— — = :
. . To aid in any manner perrmtted by law, any person. firm, assoctatron -
or corporation in' whose securitiés the corporation may be tnteres'ted dueotly or .
< mdtrectly, and to do any other act or thing permitted by law for the preservatton, -
protection, improvement or enhancement of the value of such securities or the:
- property representedxhereby or.securmg the same-or owned held or possessed.'
.’ by such person, ﬁrm, assocratton or corporation; - '

e
— . e

s e ',/-__, ()] To acqurre, construct, own, marntam, operate and drspose of realﬁr L
W e ; " .personal property used or useful in the business of an electfic utility companyor - ~"~ ..
. - - gasuuhty—eompanyandsuchother real or personal pmperty as may be permrtted e

by‘law and o ey
L .’ (d) To do everythmg neoessary, pmper, advrsable or oonveni t for
‘ accomphshme%of the foregomg purposes. and t? do all other thin,




EXHIBIT 2
Page 3 of 17

7 {o ‘them or éonneéted .with them._ that ars not. forbidden. by law .or | by this
© .- centificate of incorporation. ™ -~ - N

“-. " 3. Thecity-and county in whichtheDffice of the-corporation is to be located are T
" the City and County of New York. .. A e

.

T e The aggregate number of shares which the.corporation liijauthbﬁ‘zéd to nssue -
~—- '+ is 300,000,000 shares of Common Stock of the par value of $6.50 each... = -+~ .

puma———

st raseens « 4.2, Bach. share of the Common Stock-shall be equal-in all respects _to’every. - .. ..
.. % _other share of the Common Stock. Bvery holder of record of the Common Stock shall * =~
3+ ._.havérone vote for each share of Common Stock held by him for the election of directorsy—
**_."~ . and upon all other matters; provided, however, that.at all elections.of directors by -
" stockholders each holder of record of shares-of the Common Stock then entitled to vote, =~~~
" .~ shall-be entitled to as many votes as shall equal the. number of votes which (except for. ~ -
.+ . —= _this provision as to_cumulative voting) he would be-entitled to-cast-for the-election of ——
.. " directors with respect to his shares of. Common ‘Stock multiplied by the numbér of - .. . .-
.« " __directors to be elected, and such holdér may ‘cast all of such votes for a single director = & -
7 "I or may distribute them .among the number of directors.to-be voted for;"or-any two or — ~—" - -
' more or them, as he may see fit,. which right, when: exercised, “shall be termed & - - -
©, cumulative voting. - . . oo o .0 B R s

U 4.3, .The cofporation may, at any time.and from time to tine, issue and dispose ~ T "7

" of any of the authorized and unissued shares.of the Cormon Stock for such consideration - A

- as may be fixed by the Board of Directors, subjectto-any provisions of law then_ - -

<~ applicable, and subjéct to the provisions ¢f any. resolutions-of the stockholders of the -
" corpofation relating 1o fhe-issue. 1 disposition-of sucht shares:———— 3

. 1)
—=2i0 " A4, Upon any issuance for. money or othier consideration of any stock of the ..
s ration, or of any- securities convertible'into any stock of the corporation, of any. -
~ class whatsoever which may be authorized from time to time, no holder of stock of any
~"Kind shall have any preemptive or other right to.subscribe for, purchase or receive any .. -
‘ *» " —proportionate:or other share of the stock or securitiés so- issued, but the Board of °
=+ 7’ _:" Directors may dispose of all or anyportion of such stock or sécurities as-and-whemr-it———————

.20 . may determine free of any such rights, whether by offering the same to stockholdersor .,

R i .- by sale or other disposition as the Board of Directors may deemadvisable; provided, = .-~ * -
7. =777 . "however, that if the Board of Directors shall determine to issue ‘and sell any.shares of =~ .~ -

.. - Common_ Stock (including, for the purposes of this paragrapli, any se: ity convertible
—into-COMMON SToCK, but excluding shares of Common Stock and securities convertible -
% into Common Stock theretofore reacquired by the corporation after having been duly.
. . issued;"and excluding shares of Common Stock and securities convertible into Common -
...~ Stock issued to satisfy conversion or option rights theretofore granfed by the corporation) .
* © solely for.money and other than by: ~* & Lo T e

()2 public offering thereof, or.

et e
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T h '— (ll) an offenng thereof to or.thmugh underwriters .or. dealcrs whojhall____...'____m"

: N agree promptly to makeapubhc offenng theneof or . —:_—__, __,__,“’ SRS NP
oo 7 _’_;- ~(iii)~ any.'other-offering_thereof which shall” have .been " authonzed or _

N . . - approved by the affirmative vote, cast in person or by proxy, of thé holders of ~ . . ~
smmczim s s 40 -~ "record of a majotity of the outstanding shares of Common Stock entitled tovote -~ T

<o - .. u- Tatthe stockholders' meeting at whrch action shall have been taken with respect_' SR
— 3T ~to such otheroffenng, o . e il
e i T such shares of Common Stock shall first be offéred pro rata, except that the corporatmn ia-' o
—-—+—————=-shall not be obligated to offer of to issue any fractional interest.in a full ‘share .of - o
-7 4 Common Stock, to the holders of record of the then outstandifg shares of Common Stock"“" R

St

STt 0 (excluding outstandmg shares of Common Stock held for.the benefit of holders of scnp*‘* B
S o= 7.+ certificates ‘or.other instruments reptesenung fractional - interests ,in' a full share of . - - - < -
" R ',.'Common Stock) upon terms which, in the judgment of -the Board ‘of Directors of the

Tt e corpomtxon, shall- be not féss favorable - (without deduction - of -such ‘reasonable -
_~compensation for the sale, underwriting or plirchase of such shares by underwritersor. .- - ..
Y - dealers as may lawfully be paid byjhecoqmmmn_uw_than the termguponﬁ—_;_‘.-: .
.. 'which .such shares are offered to-others than such holders of Common Stock; and .~ T

. ,-—“'—' N provided that the time within which such preemptive rights shall be exercised may be - = .-
- e 5 . .limited to such time as to the Board of Directors  may seem-proper, not less, however, ..
S e ] ‘thTm“‘fourteerrﬂA) days after the mailing of nétice that such pneempuve nghts are

— —avai liﬁleana ybeexerctsed

_ N 5 Dmectors ‘shall. hold ofﬁce after the expuatton of thetr terms unttl thetr' . )
I successors are elected and have qualtﬁed Directors need not be stockholders S

‘

+ 6., To the fullest éxtent perm:tted by the New York Busmess Corporatton Law
oasit on-the date hereof or as it may, hereafter be amended, no-director of the .. — -~
. . - - corporalton shall be liable to the_corporation or its. stockholders for damages forany
.+ . " breachof ditty as a director. Any repeal ot modification of the foregoing sentence b
————s———the"stockhold g corporation shall not adversely affect any right or protection of
R R | dn'ector of the corporatton existing-at the-time of such repeal or modtﬁcatton

sl o o 71.1.(A) In addition to any affirmative vote requmed by law- of this ceruf‘eate of~= B
T - mcorporatton (any other provision of this cemﬁcate of mcorporatton notwnthStandtng),: Tl
L e L and_ucptas otherwise expressly provrded in_paragraph~7.2: e

S i (1) any merger of consoltdatron of the corporation or any Subsrdmry (as—

N heremaﬁer defined) with (i) any Interested. Stockholder (as hereinafter defined): =~ - ..
Toel o or (i) any other. corporation (whether or not itself an Interested Stockholder) ; .."..... "

.7. i .which is, or after Such merger or. consolidation ‘would be, ‘an Afﬁlmte (as [T
I '.heremaﬁer deﬁned) of an lnterested Stockholder; or. - J - N

e Do (2) any sale, lease, hcense, exchange mortgage, pledge, transfer or
e _ drsposmon (in onie transaction or a series of transagtions) to or with any Tnte;
o < Stockholder or any Afﬁltate of any Interested StockholdeF of i any assets~of
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sporatigizr: ahy- Subsidiary —having-an-fggregateFaii-Market~Value—(as

_hereinafter d ettt

"= ... . (3) the issuance or transfer by the corporation or any Sobsidiary (inone .
~TTT " ‘transaction of a series of transactions) of any securities of the corporation or any
' «s . Subsidiary_to. any Interested Stockholder or any- Affiliate of any -Interested .

.. .~. . Stockholder having an aggregate Fair Market Value of$100,000,000 or more, .
~=TTTT T othier than the issuance of securities upon the conversion of convertible securities. .~ - - -
~t T ..« ... of the corporation or any Subsidiary which were not acquired by such Intefested . = : -
e i ++-wse__Stockholder (orsuch_Affiliate).from-the:corporation-or-a-Subsidiafy;-or---. .- ° ", -

S i T . (#) te adoption of any plas or proposal for the liquidation'or disolution
____..=_of the corporation proposed by or on behalf of any Interestegi‘swckholdcr;or,any_i-_.’ig—.—‘-
SR _Affiliate'of.anylntere_sted Stockholder; or Co T e

Tt (5). an¥ reclassification of securities (including-any-reverse-stock split),
ST '\ . . or recapitalization or reorganization of the corporation, or any merger or G
.~ = exi 7L consolidation, of the corporation with any of it Subsidiaries, or any self tender .- *° & .
T . 7= . loffer for or mp}nmhas’e of-securities of the corporation by the corporation orany. =~ - .’
s~ .- . " _Subsidiary_or.any.other trafisaction (whether of not with or into or otherwise . . - - .-
1757 T involving any. Interested Stockholder) which has the effect, directly or indirecily,
o ~_of increasing the proportionate share of the outstanding~Shares of any class o1
~__series_ofequity- or-convertible-securities-of -the corporation or any-Subsidiary- .

- .0 T % which is directly or indirectly owned by any Interested ‘Stockholder or any - -
el Afﬁliate,9fany,lntercsted:Stpckl.\older;. R S

.= - shall require the affirmative vote of the holders of at least (i) seventy-five percentum of - - ——
T—===""T" ~the combined voting power of the then issyed and outstanding capital stock of gll classes .. =
- - ... giand series of the corporation having.voting powers.(the "Voting Stock™), voting together . - .
~ s a single class, and (ii)-a majority of the-combined voting power of the then issued and =~ -

w22 -re—————"Ghitstanding - ViotingStock beneficially owned by’ persons ‘other”than such Interested ~ -~ o
o . Stockholder, voting together as a single class, given. at-any .annual ‘meeting of .
T . " stockholders or at any sfecial meeting called for that purpose.: Such affirmative vote’ .- .
" shall be required notwithstariding the fact that no vote may be required, or that a'lesser "~ .~ .
- percentage. may be specified, by law, by-any other provision of this certificate of ¢ . .
- . incorporation oin-any agreement with agy national sécurities exchange or otherwise: :

——B)—Theterm~"Business-Combinz 5™ a5 TS Ereinsh mét_in,ar_:y_; —
~ ¢~ transaction which ig referred to in any. orié or-more:of-clauses (1) through (S)of 77 "7

.- - . . .sub‘paragraph (A)of this paragraph 7.1. "~ R

- *7". " 7.2, -The provisions of pafagraph 7.1 shall not be applicable to any. particular’ . . -

.-'- ' Business” Commbipation, and such Business ‘Combination shall - require‘only. ‘such .-" .-
=Y affindative vote, if any, as is required by law, any other provision of this certificateof ~ - - .. -

" incorporation, and any agreement with any national securities exchange, if-all of the .

+o .l = conditions specified in either of the,fouowinf 'su{)—pamgmphs‘(A) or (B) SRR

. . . . - .
N - . v . . . .
. . N .
. . . 2 L f P - . . A
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N . Q\) The Busu\ess Combmauon shallhave been appmved_by j_mgjquty
R e of the Disinterested Duectors (as hetemaﬁer defined). . - ;

(B) All of the followmg eondmons shall have been met

. o ..‘.':“-'.',‘ ‘ .V : (l) ‘l'heaggregate amount ofthe cash and the FwMarket Value.' L 4', .
o7 T3 oo 7 as of the date of the consummation of the Business Combination (the -~ =~ - .

R T SR *Consummation Date") of consideration other than cash ¢o be received per -~ . -
R "7 _ - share by holders of Comnion Stock in such Business Combination shallbe .=~ - -
—at least equal to the highest of the following (it being.intended that the "~ .2 ' .
S e - requiremerits of this clause (1) shall be required to be met with respectto .~ -
e ““‘"— "'+ every share of outstanding.Common Stock, whether or not the Interested . -
MR Stockholder has prevnously acquired any shzu'es of Common Stock) Cema

. —— e

";': PR = ) A ‘ ] = . (n) (nfapphcable) the highest per share price (includmg any.' *-*—-‘-—-«

e L bmkerage commissions, transfer taxes and soliciting dealers’ fees)- : :
ST .. _f * paid- by the Interested Stockholder for any ‘shares of Common .” - “
o T * Stock acquired by it"(x) within the five-year period immediately Lo

“ s pnortotheﬁrst public announcement of‘thetennroﬂheptoposed'—
s 7 la.. w0 ni7 w7 Business Combination (the "Announcement.Date®) or (y) in the"

AN ‘ - .:.- _ transaction -in—which it Wm Imenested Stockholder, _,"
e S whnchevenshlgher RS B T R S ———

o R IR (u) the Fair Market- Value per shale ofCommon Stock on/
sy e u-0 U 7 the Announcement Date or on the date on which the Interested: .
Lo ® ST i 7Y stockholder became an Interested Stockliolder (such latter date is <
e —— mcnw“to-hemm——me "Determmauon Date"), whichever  is

-

——~f*““——hngher, and T R ,._; S L

EEE * R (lll) anamountwhmhbearsthesameorgmterpementage S
NSRRI RIS S -elatnonshnptoihe—?mrMarket-Value'penhare'of'CommrSfock —
oL, . on the Announcement. Date' as the_highest per’ share price
T * determined in clause (B)(1)(i) -above “bears to-the Fair Market - .
=T *Value per share of Common Stock on the ‘date of the ;,,_;-“
IR TR " commencément of the acqulsmon of the Common Stock by such P
e e IntetestedSteckholder CT LT o

- : l2l .t' -' pregate ~ mo ' 0! ‘ [ .
R Looof the Consummation Date of eons:demuorﬁther than cash to be necenved .
Lt U L et per share by-holders of shares of any other class or series of outstanding N
: . %."% " Voting Stock shall*be at least equal to the highest.of . the following. (it —~—-~———'—- 3
. »’ bemé intended that the requirerents of this clause (2) shall be required to
-be met with respect to every class or series of outstanding Voting' Stock, .
S - whether ‘or not the Interested StockholdeLhas pmwously acquued -any
R S o shares ofa paﬂxcnlnr clasror senes ofyotmg Stock)

RN oL T TSR Y
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) R Wt e [ e e e B
C e ! —
- - - R o L .
. \ PO .-
- . . . ' (-3 . e -~ 3 -
R - - . . - .. . R
. - L / . Lo -

T T T ) (ifapphcable) the lughestper share pnce (mcludmg any —~*———-—
— — - brokerage-commissions; transfer mduﬂclﬂng dealers” féés)” o
SO e Reewr 0w paidby'the > Interested Stockholder for any- ‘shares of such classor  *
Y RN ~ T series of Voting Stock_acquired by it (x) within the ﬁve-year
- -~ T ., period immediately prior o the Arinbuncement Dite: or (y) in the
- JZTeoo e 0 transaction .in which- it - became an lntzrested Stockhold;r, .
' e o e 'whichever is hxgher; e LT , L

LT T e (n) theFanrMa(ketValuepershamofsuchclassorsems
R A S P of Voting Stock* -on . the' -Announcement Date ‘or’ on the
T, e e DeterminanonDate wluchevenshlgher; P —-

R

_ _ A (m) (nf applxcable) the hxghest preferenual amount per e
SIv o s o . s share to which the holders of shires- of such class or. series of ""’,

et T " %7 .JNoting Stock are entitled in- the event—of —any— - liquidation, .- -
I T ) dlssolutmn or winding up  of th the corporatmn, Whethetyoluntary or___—_-———
= y -— mvaluntary' T . - .

s

BT TR e (iv). anamountwhxchbearsthé sa:heorgmtcrpementage et
Worel AT e T e *telauonshlp to the Fair Market Value per share of such class or. - . >
R "_' . .- series of Voting Stock on the Announcement Date as'the M&hea‘—*." -
ST L - per shaxepncedetemunedmclause (B)(2)(i) above bears'to the . - -
T . Fair Market Valiie per share of such Voting Stock-on the date of
o e .. "= _-the commencement of the acqunsmon of sudr(tmg Stock by such
Vo ed i e, 0 Interested Stociholder S A ‘ - .ﬁ‘:”’“

"Q

- . Cme . ’ l3‘ » .‘ . s g e . o . .
T L = - -class or series of outstandmg Voting: Stock”(including Commbn- Stock)
SR * " .. shall be in cash or. in the same form as the Intefested Stockholder has*
T e previously paid for shares of such class or serie$ of Votmg Stock. Ifthe
L A o ° Interested S f any class-of. ——
St / . = s .- Stock with-varying forms of consideration, the form of consideration to . _
R T P .’be received by each- holder of such class or series of \oting Stock shall
S "+ be,_at the option of_ such- holder, either cash ‘or. the form: used by the ,

o~

L o . Interested. Stockholdpr to acquire .the Jargest-number of shares of ;m:h_._...w ~
ST s “ - class or series of Voting ‘Stock previqusly acquired by- it prior to the :* - N
e AnnouncementDate _The price determined in'accordance with clauses (1). . - .~
. .and (2). of this ‘sub-paragraph (BJ shall be subject. to -appropriaté _
— — mmﬁrmt—ora—nﬁmmmd stockspht comauonot L
DS sharesorsumlarevent EERNE e

Celel T ".;‘.'_.'-_-‘;‘.'S-u.;’:‘...;': (4) Aﬁerthe Detenmnatmn Date and prior to the Consummauon e
A - oo, Datens - _ o . .“ A l
Pl S : @ exceptasappmved byamajonty otthe Disintemted RE
e T T L Duectors, there shall havs been no failure to dec payat : o Lo

L ST e c thetegular dates themforthe full amountofandivideods?_, S
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ER

BT RO (whether or ot cumulatrve) payable on any class or series ot' stock_b‘:'_ w”ﬂ'-.w B
~——————————o0f the corporation havig a preference over the" Common’Stoclrar"
— T . to dividends or upon hqurda ron, and T .

-

AR = o (1)) there shall have been (%) no reductron in the quarterly.

T TN ' L rate of dividends paid on the Common Stock- (except as necessary . S
R P '+ reflect any subdivision of the Common Stock), except as - - - -
R : - approved by a majority of the Disinterested Directors, and'(y) an .~ *' .

e "L - "7 _ ‘“increase in such quarterly rate of dividends paid on such Common * .
o e e ST s .. Stock as necessary to reflect any reclassification (including any - ¢

‘/ g /reverse stock split), recaprtalrzatron, reorganization,_self tender " -—
_ ~offer for or repurchase of. securities of the corporation by the -
..* " corporation or any Subsidiary or any similar transactiomwhich-has - -
SR SN T " .. the effect of reducing the number of. outstandrng shares of the .
e L e T Common Stock, unless the failore so to_increase sucquuarterly~-—-——-—~—-
S e e T T ratels approved bya. majonty of. the. Drsmterested Du'ectors ;and” -
_ s D e T (ru) such Interested Stockholder shall not have become the o
U D A T T -*beneﬁclﬂ owner of any additional shares of Voting-Stock except—- S
S e s L as part- of the transaction which results .in :such. TInterested
AR __Stockholder ‘becoming ~ an- ‘Interested  Stockholder.or .upon ;T
i s tz5 T _;_,;,conversron -of ~convertible securities- acquu'ed by it~ prior o T T
T e " becoming an Interested Stockholder or as a result of a pro rata --.l_——‘:'-“'
ST ' stockdrvrdend or stock splrt and . ST e oo
Nt .- f . e - — — - T B i
I A o Co (rv) such Interested Stockholder shall not have recervbd thea»—r/
A S S L heneﬁt,_drrectly—er—rndrreetly—(excepc_propomonately as a2’ o=
I R ‘._ ~~ stockholdes), of arly 16aiis; advances, guarantees, pledgésorother . = .
DL s * .+ . financial- assistance or tax credits or other tax advantages provided =~ - -

LA - by the corporation or any Subsidiary, whether in anticipationof or . 7"
P ~_in connecnnn_thh_such-Busmess-Combmatren-orothemse, and—

T "'_',:'- e (v) such Interested Stockholder shall not' have caused any R '

"+ . material change in thé corporation’s business or capital structure, j__ Lom
N .-, . including, without limitation, the issuance. of shares of caprtal'; S
T ST e o stock of the corporauo”‘to any thrrd party. o

T e (5) A proxy or rnformatron statement descnbrng the proposed " -
s T . Business . Combination and complying with. the. requirements of the ~ -
JreTTETL v v Secdritiés Bxchange Act of 1934, as amended (the "Act"), and the niles . oo
T L and regulations thereunder (or any subsequent-provisions replac’ﬁlg the: o

S “b ——~—:Act-mlerand regulations), shall be mailed by and at the expense’of the ~ . .. .
W el Interested Stockholder to public stckholders of the corporatron at least 30 ﬂ T
T '. days prior to the Consummation Date (whether or not ‘such proxy or..~ .
oL o+ information statement is:required t6 be mailed pursuant to the Act)::The .
L _~ . proxy or information statement shall contain at. the front "thereofin a
e ' promrnent place (r) any recommendatron as to the advi illty(
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tnadwsabtllty) of the Business, Combmation whtch a majority of the
. Disinterested Directors may. choose to. state, and (i) if a mq;onty,otthe

- Disinterested Directors so requests, the opinion of a geputable national - .
" investment banking firm as-to the fairness (or not) of such Business -
~ - Combination from the point of View o_e_mmmningpubhc stockholders__ - -
of the corporation (such investment banking firm to be engaged solelyon .~ .
___behalf:of the remaining public stockholders, to be paid a reasonable fee -~ _.
for their services: by the corporation upon' recéipt of such opinion; to be
' _unaffilisted with such Interested Stockholder; and, t6 be selected by a.
ma)onty of the Disinterested Duectors) S T

(6) The holders of all outstandmg shares~ of Voung Stock not "
beneﬁcnally .owned. by the Interested . Stockholder:’ prior::to ‘the. )
- consummation of any Business Combination shall be entitled to receive in - _
" “such Busiggss Combination cash or other consideration for their shares of i
".“'such Voting: Stock in compliance with: clauses (1), ) and: (3) of - .

-_ sub-paragraph -(B) of this- paragraph 1.2 (provxded, however, that the “"““'“&"7'

failure of any such “holders who are exerctstng their statutogy rights to RN

~. .. dissent from such Bustness Combination-and receive payment of the fair-. | - - "
* value of ,their - shares ‘to exchange their shares m—such—Bustm———-;—_—

e -Combtnatton shall not ‘be deemed to have preventé‘d the condmon set fonh R
in thts clause (6) from  being sattsﬁed)

-\A—;— KN

: 7 3 The followmg temts shall be deemed to have the meamngs specxﬁed below .
S (A),;l'he term person shall mean any tndtvndual firm, corﬁoratmn, k "‘
_ " group_(as such term is used in Regulation 13D-G of the rules and regulattons

S under the . Act as in effect on January i, 1988) or other enuty ;'

ealoe
N N

: - (B) The tenn “Interested Stockholder shall mean any person (other than
A'.he-eomomu&ranrﬁhmdmy‘pe_rtmﬁhmng, employee stock . ..

o ownershtp. employee savings or other employee: beneﬁt plan,- or any dividend .
“reinvestment plan, of the corporation or any Subsidiary or any trustee of or..
ftductary with respect' to any such plan aettng in such eapactty) who or whtch

_ (1) is the beneﬁctal owner, duectly or rnduectly, of more than—'
- five per. centum—f the combtned voting power of the then outstandtng

- “‘Vottng Stock or N

___:. (2) is an Affiliate of the: corporatton and at any txme wnhm the T

: ﬁve-year period immediately prior" to- the - date. in’ question . was the - - -
* beneficial owner, directly of indirectly, of more than:five per centum ot‘_ .

.+ the eombtned voting: power of the then outstandxng Vottng Stoek, or: " ‘. S
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@,

A b e
r

-~ Interested -Stockholdér, if such ‘assignment: or sucéession shall have’

0.

oecunia—ﬁhe—cbume-of-rmmmm—m

ies—of -transactions—not———=———
— involving & mblrroffeﬁngwlthln‘th&meanlng‘ofthe*Sa:urltlerAH’df“"’—_—
1933 nsmm\ded.(nnany_sxmsequau.pmuwns-wphﬂna-&uch

N . -~ R o= (1. whrch such person or any. of its -Affiliates or Assoc:ates (as D

s / (2) -which such person or any of its Afﬁhates or Assocrates has (r) '; . o

7

(C) A person shall be deemed a "beneficral owner of any Votmg Stock

heremafter deﬁned) beneﬁcrally owns, duectly or mdrrectly, or .= ) A .

- the nght to acquire (whether.such right is exen:rsable immediately or only * .
- after the passage of time);. pursuant to any. agreement arrangement or
" understanding or upon the exercise. of conversion rights, exchange rights, :
" ‘warraiits or optiofis, or otherwise, or (ii) the nght to vote pursuant to any e
- agreement ayangement or understandmg, or, . -’ R =

¢ - has any agreement, arrangement *or_understanding for.the purpose of -

‘ - Stockholder pursuant to sub-paragraph (B) of this paragraph 7.3, the number of /

. owned through application of sub-paragraph (C) of this' paragraph 7.3, but shall - T
© . mot include any other shares of Voting Stock which may be lssuable pursulnt toq..___-a«~——
L any agreement, arrangement .or, understanding,- or. upon exeretse of conversion i

SRR (3) which is beneficrally owned duectly or mdu'ectly, by any
" ‘other person’ with which such person or any of its Affihates or-Associates

o .aequmng, holdrng, votrng or drsposlig of any shares of Votmg Stock

-(D) For’ the purpose of deterrmmng whether a’ person is an. Interested

‘shares of Voting Stock deemed to be outstanding shall include shares deemed.

" rights, exchange. nghts, _warrants or options, or otherwrse S et e e

b
. person ‘shall mean (1) any corpomtlon onorgamzatxon (other than the corporatron :

4 -’
. N N
—
4
- e ! N
.
-
."_ ,"-
o
_—
e’ > . AN
O
. N
\ -
| o~
. o
-

JB)—'!?he—term——Aﬁﬁhate—oﬁ,—or—a—perﬂm—afﬁlmt‘ : 8¢ =
person shall mean a person- that_directly, or mduectly through” one or.more .—_ :
mtermedranes, controls, oris controlled by, or. rs under eommon contml with;— ——';":'

- IR

(F) The term " Associate” as used fo mdrcatc a relatronshrp with any -t S

_or'a Subsidiary) of which.such person is. an’officer.of partner or s, directly or .- AL
rndu'ectly, the baneficial owner of ten per centum or more of any-classOF Series .~ ° -

. of equity securitiés, (2) ‘any trust or other estate in which such-person has a ".. “:
substantral beneficial interest or as to which such person serves as.trustee or-in . - .
- a similar fiduciary capacity, and (3) any relatrve or spouse of such persorf or any RN
relatrveof such spouse, who has the same home as such person oo

: (G) The term "Subsrdrary shall mean any corporatron'o?.
majority pf any class or seriés of equity security is-owned, drtectly ori
by the. corpomuon or by a Subsrdrary or by tbe corpomtxon and one OF:

-

e L. ...-9,__',_ IR __A'_%_-_,.',.,__.,.;__.:_. -

. -
. . . . s A
PP T S .
. .
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":: e '..g‘ Subsidianes’,'ptowded however, that for the purposes of the deﬁmuon of -
Tt o0 < Interested Stockholder set forth in sub-paragraph: (B) of this paragraph 7.3, the,,,m ot
—— i e term = ‘Subsldmy shaLmeanonlyaeorpomuonof whxchamajontyofeachclass——r T
RN o s (H) The term "Fa:rMarket Value shall mean: (l)mthecaseofstock

e L _the hlghest closing sale price during the 30-day period immediately precedmgthe
St Lo - date in question of a share of such stock on the’ Composnte Tape for Néw York™ ~
A ° ..+t . Stock Exchange-Listed Stocks, or, if suchstock is not quoted on the Composlte T e
T . " . -Tape, on the New York Stock Exchange, or if such stock is not listed on such, ~

.- *, 7 "Exchange, on the principal United States securities exchange regtstereclﬂnder the

i~ Act on which such stock is listed or, if such stock is: not listed on any such
. exchange, the highest closing bid quotation with. respect to a share of such stot:k
oS o during the “30-day: period ‘preceding the- date. in question on' the. National

T —==— . - _ Association of Secunues’Dealers, Inc. "Automated ‘Quotations System orany | -
B j similar system then i in use; orif nio such-quotations-are available, the fair market .- :
el o= 7 “value on the date in question of a share of such stock as determme'aby a majonty —=——=-—--
. 77 7o "7 of the Disinterested Directors in good faith,.in each case with respect toany class S
: S ® e Cor series of such stock, appropriately adjusted for any dividénd or distribution jn ~ K
_ === [ .7’ shares of such stock or any subdivision or. reclassification of cutstanding shares - .- -
CLou T e of such stock ifito a greateronumber of shares of such stock or any-combination.{:* .
A I :“‘" or reclassification” of outstandmg shares of such sfock into a smaller number of ,-'f :
.. - shares of such stock; and (2) in the case oF property other than cash or stock, the -
fanr market value of such property.on'the: date in. quesuon as. determmed’ by a

S »“'u:»' majonty of the Dlsmterested Dmectors in good faith. - R _,: f\. )

Ce e i

T L In the event of any Busmess Combination in which the co;pomtlon is
.+ 77~ 7% .+ the survivor, the phrase "consideration other than cashtoberecelved.asusedm B
=L -, clauses: -(1) and (2) of sub-paragraph (B) of paragraph 7.2 shall include the shares - -
Lt ¢« of Common Stock and/or the shares of any other class or senes of outstandmg_.ﬁ, R
PG ,g Voung Stock netamed by_the holders of suc hg_rﬁ %_:_ SRR AP, .
ST S »-.‘7‘[? (J) The .term. "Dlsmterested Dmestor shall meen any member of the = @ .
— .- . . .. Board.of Directors of the corporation who is unaffiliated with, and not anominee”” - -
o e e T of, the Interested Stockholder and who was a member of-the Board- of Directors ‘
o~ T .. prior to the Detenination Date, and.any successor of a Disinterested Director o
] o 7 }‘ ‘ ,who is unaffiliated with, and not a nominee of, the Interested Stockholder and.is -

Tl .o - -recommended:to succeed a Disinterested Director by-a majority. of the total " -
v . mumber of Dnsmterested Du'ectors then on the’Board of Duectors : S

S (K) Refetences to "hlghest per share pnce sﬁall in each casé wnth mspect, g
o any class or series of stock reflect an appmpnate adjustment for any-dividend ... . .:
..o “or distribution in' shares of such stock or any subdivision or reclassification of . .~ . -
A IR, outstahdmg shares of such stock fnto a greater.number of sharesof such stock or v -
' anymmbhatnon or reclassification ‘of outstandmg shares of-such stock into’ a’ R
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- 14. A majonty of the Board of Dtrectors of the eorporation shall have the power ' ‘.
and duty to determine_for the purpose of these paragraphs 7.1 through“7 6, on the basis—

__of information known to them after reasonable inquiry,; whether a person- lrarrlnterested—“*"’—“
~._Stockholder.” Unce the Board of Directors has made a determination, pursuant to the -~ ~ . . -

precedmg sentence, that.a person- is an Interested. StockRolder, a majority ‘of the'total - - |
: number of directors of the corporatxon who would qualify as Disinterested Directors shall - - .-
""—’have the power and duty to interpret all of the terms and provisions of these paragraphs.. -~ -
7.1 through 7.6, and to determine on the basis of information known to'them after .. - .
~ reasonable - inqutry all facts necessary to ascertain compliance therewith, including, I DR
‘without limitation, (A) the number of shares of Voting Stock beneficially oWned by any
- person (B) whether a persorf is-an-Affiliate or Associate of another. (C). Whether the ,
“-assets-which.are the subject of any B s Combination-have, or the consideration to"’ ,_’.,
e be received for the issuance or transfer of securities by the corporation or any Substd:ary o
_«*_. in any. Business Combination has, an aggregate Fair Market- Value of $100,000,0000r.. .
"'more and (D) whether all of the applicable cond"mons set forth in sub-paragraph (B) of N
pamgmph 7.2 have been'met with respect to any B ‘Business -Combination, .. Any:
= _determmatron pursuant to thig” pa'rigiaph J 4 m made in good fanth_shallbe.bmdmg md' i
concluswe onall pames I T

. ‘ .

ST, 75 Nothmgcontamed mthesepamgmphs7 r thmugh76shallbeconstrued
— to reheVe any Interested Stockholder. fmmany—ﬁduemfy obhgatlon.tmposed by law

'? L 7 6 Notwrthstandmgmy other pmyxslons of this cemfmte of. meorporatron or -
~the by-laws of the corporation (and notwrthsthndmg the fact that a lesser percentage may: -

" be specified by law; this certificate of iricorporation or the by-laws of the corporatron),

_ the affirmative -vote- of the holders of at least (A) seventy-five per centum of the .-

. combmed votmg power of the then issued and outstanding Voting Stock, voting together
- . -as a single olass, and B)a majority of the combined voting power of the then 1ssued‘an¢
outstanding Voting - Stock - beneficially owned by persons other than an Interested

- Stoc older,. votmg together as a single class, given ‘at any: annual meetmg of .

‘ VP .
paragmphs 1. l through 7 6 provrded however, that- the foregomg provrsrons of thrs________.__
- paragraph 7.6 shall not. apply .to, and such .vote .shall not be- ‘required for, any ‘such . :
..amendmerit, alteration, .change, repeal or adoption approved by ‘a. majority of the .

" disinterested Directors, and any such amendment, alteration, changé, repeal or ad'optnon' R
S0 approved shall require only such vete, if any,-as is requiréd- by law, - any other‘ N
provxsnon of this eemficate of mcorporatlon or the by-laws of the corporauon & :

- 8. The Secretary of State of the State of New York is hereby desrgnated as the"i R
: agent of the corporation upon whom any process in any-action or proceeding against it . = _~
Fo maybe served. The address to which the Secretary of State shall mail a copy.of any -~ " * °
’ ._  process against the Corporation served upon hun is: cloCT: Corporatxon System, 1633-; N
Broadway, New Yodt NY: 10019 e . Cie
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——

: -"-j-—9 mmmevhwuemdmnmmofmmim

onmaybeservedis c/oCl'Corpontionwﬂ-*; :

_agent-at-whic
sttem,-lmBroadway,'New York;:

.

>

L IV. Mnnnu' of Authorlntlon. 'l‘he foxegoing mswement of M oeniﬁwe of
ineoxpontion was authorized by the unanimous affirmative vote.of the Board of Directors of the' -
norporaﬁon at’ its meeting duly ealled'and held on the 29(11 day of October l997ra quomm

Eed

.

S le'I'NBSSWHERBOF meundemgnedhavesignedthismuﬁutethhzmayof
Octoberklm,anddoafﬁmtho contennm.hema undemhepemlﬂuof pezjuq.———~.-—a-.-—
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CT'07~—~*—~—~*— '-. ".;"'E

L
‘.‘>

:' .) -:.'”»:.,_ .

RESTATED CERTIHCATE OF INCORPOMTION

- -~.v-:._‘--“f"“'r‘"6iir“ \ __"-.-‘.*T““,:" N
“.. / . _-.__ ' " S N '__;A‘__,‘ - T
AMERlCAN ELEC'I‘RIC rowm COMPANY. INC‘———*‘—*- SLLAR e

R

-UNDER sn:cnon 807 oF 'I‘HE nusmsss conromnon LAW R

STATE OF NEW YORK
DEPARTM&N' "F’STAlE

" _FiLED Ny 0509 5
IS e A

~ .
e B X
.o TR
. : - [
A} .

AMER!CAN ELECI‘RIC rowmf« R
< e 1mvnnsmnow1-:n S
o cowmnus, on 43215-2373
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Department of State ,

I hereby certify that the annexed copy has been compared with the original document in the custody of the
Secretary of State and that the same is a true copy of said original.

Witness my hand and seal of the Department of State on AP R U 5 1999

oo""o.

o OF NE W o
.°'.& - }‘o "

s 2%
o T
x| * |
.‘..% (ép .:. Special Deputy Secretary of State

...A¢ &v...

DOS-1266 (5/96) ‘oo MENT 0‘2 *

.°000000° 47
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CF udu.z‘ocl uouma

L

(‘mml N n O Aw NI)MI NT ’ o
' COF THE :
(IRIHICAH OF IN(()RI’()RAII()N "
'()l-". : o
.Vﬂ Rl( /\N El l("l Rl( l'()Wl R (()MPANY IN( L
lndt.r Scumn 8()5 ul lhe Buuncw (urpur.uum l‘:w o '. R

, l‘hc/urxlcr\lwcd hcmg rupcuwcly lhc: Vice l’rundcm .md Scurcl.:ry ol Amc.m.mL
_'l Icum l’uucr(umpany Inc., hcuh\ Lcm') that:. ,,:i- Sl R ‘\q_ -

: _ lhc namc “of the u)rpurdllnn is AMI'RT("KN I I IC’l Rl( P()Wl R (()MI’ANY IN(
' 'Z‘_nn n.ml: updu uhlch the’ wrpumlmn was Iumwd i Amcm.m (mv.md E Icuru. (‘umpany ,
S 2. nw l)c.p.mmc.m nf Smlc on lc.hnmrv lH l‘)"ﬁ hlc.d lhc ccmlu.alc of’ u)mohdalum
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Central and South West Corporation

1616 Woodall Rodgers Freeway
P.O. Box 660164 » Dallas, Texas 75266-0164
(214) 777-1115
Fax (214) 777-3067

KENNETH C. RANEY, JR.
Vice President
Associate General Counsel and Corporate Secretary

I, Kenneth C. Raney, Jr., do hereby certify that I am
Secretary of Central and South West Corporation, a Delaware
corporation, and as such Secretary, I do hereby further certify
that the attached is a true and correct copy of the Second
Restated Certificate of Incorporation and the Amendment of said
Corporation adopted on April 23, 1990 and on May 20, 1991
respectively; and that it is in full force and effect at the time

of this certification.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

the seal of said Corporation this 1lst day of April, 1999.

|G €. Caney, 1.

Kenneth C. Raney, Jr., Secretary

50
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®ffice of Secretary of Btate
I, MICHSEL HARKINS, SECRETARY OF STATE OF THE STATE OF
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THE CORPORATION TRUST COMPANY

Associated with CT Corporation System
CORPORATION TRUST CENTER

1209 ORANGE STREET MAILING ADDRESS:

WILMINGTON. 2L, 19801 MAY 3 0 1990 P.0.BOX 631 .

(302) 658-7581 WILMINGTON. DEL. 19899
RE:  CENTRAL AND SOUTH WEST CORPORATION

B ]

MILBANK, TWEED, HADLEY & MCCLOY
ATT: MR. ANDREW BAUM
ONE CHASE MANHATTALN PLAZA

‘ NEW YORK, NEW YORK 10005 l

Attached for the permanent records of this corporation,
is the certified recorded copy of your document, which has

just been released by the Recorder of Deeds of New Castle County.

THE CORPORATION TRUST COMPANY
% - /0" —
George oyle

Assistant Vice-President

Enclosure GJC:lms
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SECOND RESTATED CERTIFICATE OF INCORPORATION APR 25 1960
OF

CENTRAL AND SOUTH WEST CORPORATION ﬁ O 1P

P/

J’)pﬁ “‘*:"“’vﬁsmr

CENTRAL AND SOUTH WEST CORPORATION, a Delaware

corporation (the "Corporation"), certifies as follows:

Pursuant to the provisions of Sections 242 and 245 of

Title 8 of the Delaware Code Annotated, the stockholders of the
Corporation have duly adopted the following Second Restated
Certificate of Incorporation. The Corporation filed its original
Certificate of Incorporation under the name of Central and South
West Utilities on July 31, 1925, and on February 3, 1947, filed a
merger agreement with American Public Service by which the name
of the Corporation was changed to Central and South West
Corporatisn. The Corporation filed a Restated Certificate of
Incorporation on April 30, 1974. This Second Restated
Certificate of Incorporation restates and integrates the
provisions of the Restated Certificate of Incorporation of April
30, 1974 as heretofore amended or supplemented and effects the
following further amendments thereto:

(i) The provisions of Article EOQURTH have been amended
to (a)bincrease the total number of shares of Common Stock
which the Corporation shall have authority to issue from
120,000,000 shares of Common Stock of the par value of
$3.50 per share to 150,000,000 shares of Common Stock of the

par value of $3.50 per share in the first paragraph of
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Article Fourth: (b) delete the cumulative voting provisions
in the second paragraph of Article FQURTH: and (c) delete
the provisions which grant the stockholders preemptive
rights on certain issues of the Corporation's Common Stock
in the third paragraph of Article EQURTH:

(ii) The provisions of Article SEVENTH have been
amended to (a) adopt a staggered board of directors, divided
into three classes and serving three year terms with only
one class of directors to be elected at each annual meeting
of the stockholders and (b) provide that the board of
directors shall appoint directors to £ill any wvacancies on
the board or appoint directors to the board of directors in
the event the number of directors on the board of directors
is increased;

(iii) Article EIGHETE has been deleted in its entirety;

(iv) Articles NINTH, TENTH, ELEVENTH and IWELFTH havé
been renumbered as Articles EIGETH, NINTH, TENTHE and
ELEVENTH, respectively; and

(v) A "fair price"” provision, designed to insure that
all of the stockholders are treated fairly and equitably in
the event of certain unsolicited takeover actions has been

adopted by the stockholders and included as Article IWELFTH.

EIRST: The name of the Corporation is Central and

South West Corporation.
SECOND: The registered office of the Corporation in
the State of Delaware is located at 1209 Orange Street, New
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Castle County, Wilmington, Delaware 19801, and the name of its
registered agent at:‘that:address is The Corporation Trust
Company.

IHIRD: The nature of the business of the Corporation
or object or purposes proposed to be transacted, promoted or
carried on by it are:

(1) To acquire in any lawful manner and to own, hold,
sell, assign, transfer, exchange or otherwise dispose of,
any stocks, bonds, debentures, obligations, notes, gvidences
of indebtedness, warrants, securities of any kind and
property, both real and personal, of any kind; and while the
owner of any such stocks, bonds, notes, debentures or other
securities or obligations, to exercise all the powers,
rights and privileges, including among other things the
right to vote thereon for any and all purposes; and to
invest and deal with the moneys of the Corporation in any
lawful manner;

(2) To aid in any lawful manner by loan, contribution,
guaranty or otherwise, the issuer of any stocks, bonds,
debentures, evidences of indebtedness, obligationsg, warrants
or securities of any kind at any time held, or coﬁtrolled
directly or indirectly, by the Corporation, and to do any
and all lawful acts or things designed to protect, preserve,
enhance or improve the value of any securities or property
held by the Corporation; and to use the funds, assets and

credit of the Corporation for any of said purposes;
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(3) To guarantee and to assume the paymeht of any
dividends on any shares.of capital stock of any company in
which the Corporation may, either directly or indirectly,
have an interest as a stockholder orlotherwise; and to
assume and to guarantee, by endorsement or otherwise, the
payment of the principal of and the interest on bonds, notes
or other obligations created or to be created by any such
company:

(4) To borrow money, to issue bonds, debentures, notes
or other obligations, secured or unsecured, of the
Corporation; to secure the same by mortgage or deed of trust
or pledge or other lien upon any or all of the property,
rights, privileges and franchises-of the Corporation
wheresoever situated, acquired or to be acquired; to confer
upon the holders of any debentures; bonds, notes or other
obligations of the Corporation, secured or unsecured, the
right to convert the same into any class of stock of any
series of the Corporation now or hereafter to be issued upon
such terms as shall be fixed by the Board of Directors
subject to the provisions hereof; to purchase and otherwise
acquire shares of its own capital stock and to hold, sell,
assign, transfer and reissue any or all of such shares;
provided that the Corporation shall not use its funds or
property for the purchase of its own shares of capital stock
wvhen such use ghall cause any impairment of the capital of
the Corporation, except as such purchase out of capital may

be permitted by law; and provided further that shares of its
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own capital stock owned by the Corporation shall not be
voted upon, directly or indirectly;

(5) To conduct business in the State of Delaware and
other statesg, the District of Columbia, territories and -
colonies of the United States and in foreign countries, and
to have one or more offices out of the State of Delaware as
well as within said state; provided, however, that nothing
herein contained shall be deemed to authorize the
Corporation to conduct, maintain or operate public utilities
within the State of Delaware;

(é) To have and to exercise all the powers now or
hereafter conferred by the laws of the State of Delaware
upon corporations organized under the laws under which the
Corxrporation is organized and any and all Acts amendatory
thereof and supplemental thereto.

The foregoing clauses shall be construed both as
objects and powers; and it is hereby expressly provided that the
foregoing enumeration of specific powers shall not be held to
limit or restrict in any manner the power of the Corporation, and
that the Corporation shall possess such incidental powers as are
reasonably necessary or convenient for the accomplishment of any
of the objects or powers hereinbefore enumerated, either alone or
in association with other corporations, associations, firms or
individuals, to the same extent and as fully as individuals might

or could do as principals, agents, contractors or otherwise.
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EOURTH: The total number of shares of stock which the

Corporation shall have autﬁority to issue is 150,000,000 shares
of Common Stock of the par value of $3.50 each.

Each share of Common Stock shall entitle the holder
thereof to one vote at all meetings of stockholders. In the
election of directors of the Corporation, the principle of
cumulative voting shall not apply.

Any shares of Common Stock now or hereafter authorized,
and any securities convertible into Common Stock, may be issued
without first being offered to stockholders. The Common Stock
may be issued and sold to such persons, and at a price, not less
than the par value thereof, whether stockholders or not, and for
such corporate purposes, as may be determined by the Board of
Directors.

The Corporation may from time to time, when authorized
by the Board of Directors, issue scrip for fractional shares of
stock. Such scrip shall not confer upon the holder any right to
dividends, or any voting or other rights of a stockholder of the
Corporation, but the Corporation shall from time to time upon the
surrender of such scrip for fractional shares within such time as
the Board of Directors may defermine, or without limit of time if
the Board of Directors so determines, issue one or more whole
shares of stock aggregating the number of whole ahéres issuable
in respect of the scrip so surrendered; provided that the scrip
so surrendered shall be properly endorsed for transfer if in
registered form. The scrip may also at the option of the Board

of Directors provide that, at the option of the Board of
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Directors, there may be sold by the Corporation at public or

private sale at any time:on or after any determined date, in such
manner and on such terms as the Board of Directors may in its
absolute discretion determine, the number of shares of stock of
the Corporation in respect of which such scrip certificates are
then outstanding and thereafter the bearer of such scrip
certificates, upon surrender thereof at the office or agency of
the Corporation, shall be entitled to receive their proper
proportion of the net proceeds of such sale but without interest
and on and after the date of such sale shall be entitled to no
other rights in respect of such scrip certificates.

The Corporation reserves the right to increase or
decrease its authorized capital stock or to reclassify the same
and to amend, alter, change or repeal any provision contained in
this Second Restated Certificate of Incorporation, or any
amendment hereto, in the manner now or hereafter prescribed by
law, and all rights conferred upon stockholders in this Second
Restated Certificate of Incorporation, or any amendment hereto,
are granted subject to this reservation.

EIETH: The Corporation shall have perpetual existence.

SIXTH: The private property of the stockholders of the
Corporation shall not be subject to the payment of corporate

debts to any extent whatever.
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(1) At each annual meeting of stockholders, directors
of the Corporation shall be elected to hold office until the
expiration of the term for which they are elected, and until
their successors have been duly elected and qualified;
exéept that if any such election shall not be so held, such
election shall take place at a stockholders' meeting called
and held in accordance with the Delaware General Corporation
Law. The directors of the Corporation shall be divided into
three classes as nearly equal in size as is practicable,
hereby designated Class I, Class Il and Class III. The term
of office of the initial Class I directors shall expire at
the next succeeding annual meeting 6} stockholders, the term
of office of the initial Class II directors shall expire at
the second succeeding annual meeting of stockholders and the
term of office of the initial Class III dizectors shall
expire at the third succeeding annual meeting of
stockholders., For the purposes hereof, the initial Class I,
Class Il and Class II1I directors shall be those directors
elected at the April 19, 1990 annual meeting and designated
as members of such Class. At each annual meeting after the
April 19, 1990 annual meeting, directors to replace those of
a Class whose terms expire at such annual meeting shall be
elected to hold office until the third succeeding annual
meeting and until their respective successors shall have
been duly elected and shall qualify. 1If the number of

directors is hereafter changed, any newly created
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directorships or decrease in directorships shall be so

."'9‘.‘

apportioned among 'the:classes as to make all classes as
nearly equal in number as is practicable.

(2) Any director may be removed from office by the
stockholders of the Corporation only for cause and only by
the affirmative vote of the holders of eighty percent (B0%)
of the voting power ¢f the outstanding shares of Common
Stock.

(3) The number of directors constituting the Fntire
Board of Directors shall be not less than nine (9) nor more
than fifteen (15) as may be fixed from time to time by
resolution adopted by a majority of the entire Board of
Directors; provided, however, that no decrease in the number
of directors constituting the entire Board of Directors
shall shorten the term of any incumbent director. A
majority of the entire Board of Directors may adopt a
resolution at any time to increase the number of directors
to not more than £ifteen (15) and, by vote of a majority of
the Board of Directors, elect a new director or directors to
£ill any such newly created directorship. Any such new
director shall hold office until the next annual meeting of
stockholders and until his successor shall have been duly
elected and gualified.

(4) Vacancies occurring on the Board of Directors for
any reason may be filled by wvote of a majority of the |
remaining members of the Board of Directors, although less

than a quorum, at any meeting of the Board of Directors. A
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vacancy shall hold+office until the next succeeding annual
meeting of stockholders of the Corporation and until his or
her successor shall have been duly elected and qualified.
EICHTH: The following additional provisions are
inserted for the management of the business and for the conduct
of the affairs of this Corporation and for the creation,
definition, limitation and regulation of the powers of the
Corporation, the directors and the stockholders:

(1) The Board of Directors shall have power from time
to time to fix and determine and to vary the amount to be
reserved as working capital of the Corporation and, before
the payment of any dividends or making any distribution of
profits, it may set aside out of the net profits of the
Corporation such sum or sums as it may from time to time in
its absolute discretion think proper whether as a reserve
fund to meet contingencies or for the egqualizing of
dividends or for repairing or maintaining any property of
the Corporation or for such corporate purposes as the Board
shall think conducive to the interests of.the Corporation,
subject only to such limitations as the Bylaws of the
Corporation may from time to time impose.

(2)  The Board of Directors shall also have power
without the assent or vote of the stockholders to make,
alter, amend and repeal the Bylaws of the Corporation; to.
fix the times for the declaration and payment of dividends;

to authorize and cause to be executed and delivered
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instruments creating-liens, on the real and personal ot
property of the Corporation; and to make and determine the
use ana disposition of any surplus or net profits over and
above the capital of the Corporation.

(3) Subject to direction by resolution of a majority
of the stockholders, the Board of Directors shall have power
from time to time to determine.whether and to what extent
and at what times and places and under what conditions and
regulations the accounts and books of the Corporation (other
than the stock ledger) or any of them, shall be open to the
inspection of stockholders; and no stockholder shall have
any right to inspect any account or book or document of the
Corporation except as conferred by statute or authorized by

‘ the directors or by a resolution of the stockholders.

{4) The Board of Directors shall have the power to
appeoint an Executive Committee f£rom among their number,

} which Committee, to the extent and in the manner provided in

i the Bylaws of the Corporation, shall have and may exercise

| all of the powers of the Board of Directors, so far as may
be permitted by law, in the management of the business and
affairs of the Corporation whenever the Board of Directors
is not in session. The fact that the Executive Committee
has acted shall be conclusive evidence that the Board of
Directors was not in session at the time of such action.

(5) The Corporation shall be entitled to treat the

person in whose name any share, right or option is
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' registered and the bearer of any scrip or right payable to
bearer, as thé owfet theredf for all purposes, and shall not
be bound to recognize any equitable or other claim to or
interest in such share, right, option or scrip on the part
of any other person, whether or not the Corporation shall

i have notice therecf, save as may be expressly provided by

\ the laws of the State of Delaware.

; NINTH: Whenever a compromise or arrangement is

' proposed between this Corporation and its creditors or any class
of them and/or between this Corporation and its stockholders or
any class of them, any court of equitable jurisdiction within the
State of Delaware may, on the application in a summary way of
this Corporation or of any creditor or stockholder thereof, or on
the application of any receiver or receivers appointed for this

‘ Corporation under the provisions of Section 291 of Title 8 of the

Delaware Code or on the application of trustees in dissolution or
of any receiver or receivers appointed for this Corporation under
the provisions of Section 279 of Title 8 of the Delaware Code
order a meeting of the creditors or class of creditors, and/or of
the stockholders or class of stockholders of this Corporation, as
the case may be, to be summoned in such manner as the said Court
directs. 1I£f a majority in number representing three-fourths in
value of the creditors or class of creditors, and/or of the
stockholders or class of stockholders of this Corporation, as the
case may be, agrees to any compromise or arrangement and to any
reorganization of this Corporation as a consequence of such

compromise or arrangement, the said compromise or arrangement and
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which the said application has.been made, be binding on all the,
creditors or class of creditors, and/or on all the stockholders
or class of stockholders, of this Corporation, as the case may
be, and also on this Corporation.

TENTH: Authorized shares of Common Stock of the
Corporation shall be issued in exchange for any remaining
outstanding shares of Common Stock of Central and South West
Utilities on the £following basis:

(1) There shall be issued to each holder ¢of such

shares of Common Stock of Central and South West Utilities a
number of shares of Common Stock of the Corporation
computed by (i) multiplying the number of shares of Common
Stock of Central and South West Utilities held by such
holder by .8095, (ii) rounding the resulting product to the
next lower whole number in the event such product is not a
whole number, and (iii) multiplying such product as so
rounded by four,

(2) There shall be paid to each holder of such shares
of Common Stock of Central and South West Utilities, in any
case in which the product of the number of shares of Common
Stock of Central and South West Utilities held by him
multiplied by .8095 is not a whole number, cash equal to
$12.00 multiplied by the fraction by which such product
exceeds the next lower whole number, in lieu of shares of'

Common Stock of the Corporation.
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(3) Such shares ¢of Common Stock of the Corporation

shall be issued, and such ¢ash paid, upon the surrender for
cancellation, to the Corporation, of the certificates
representing such shares of Common Stock of Central and -
South West Utilities, duly endorsed for transfer if
required, and in satisfaction of all dividend and other
rights in respect of such sghares.

ELEVENTH: To the full extent permitted by the General
Corporation Law of the State of Delaware or any other applicable
laws as presently or hereafter in effect, no director of the
Corporation shall be personally liable to the Corporation or its
stockholders for or with respect to any acts or omissions in the
performance of his or her duties as a director of the
Corporation. No amendment to or repeal of this Article ELEVENTHE
shall apply to or have any effect on the liability or alleged
liability of any director of the Corporation for or with respect
to any acts or omissions of such director occurring prior to such
amendment.

IWELFTH. A. Higher Vote for Certain Business
Iransactions. In addition to any affirmative vote regquired by
law or this Second Restated Certificate of Incorporation or the
Bylaws of the Corporation, and except as otherwise expressly
provided in Section C of this Article IWELEFTH:

(1) any merger or consolidation of the Corporation or

any Subsidiary (as hereinafter defined) with (a) any
Interested Stockholder (as hereinafter defined) or (b) any

other company (whether or not itself an InteresteaQ

66




<1 - x1012pP30845
- EXHIBIT 3
Page 18 of 34

Stockholder) which is or after such merger or consolidation
would be an Affiliate-(as'hereinafter defined) or Associate
(as hereinafter defined) of an Interested Stockholder; or

(2) any sale, lease, exchange, mortgage, pledge,
transfer or other disposition (in one transaction or a
series of transactions) to or with any Interested
Stockholder or any Affiliate or Associate of any Interested
Stockholder, invelving any assets or securities of the
Corporation, any Subsidiary or any Interested Stockpolder or
any Affiliate or Associate of any Interested Stockholder,
having an aggregate Fair Market Value (as hereinafter
defined) in excess of $25,000,000; or

(3) the adoption of any plan or proposal for the
termination, liguidation or dissolution of the Corporation
proposed by or on behalf of an Interested Stockholder or any
Affiliate or Associate of any Interested Stockholder; or

(4) any reclassification of securities (including any
reverse stock split) or recapitalization of the Corporation
or any merger or consolidation of the Corporation with any
of its Subsidiaries or any other transaction (whether or not
with or otherwise invelving an Interested Stockholder) that
has the effect, directly or indirectly, of increasing the
proportionate share of any class or series of Common Stock
{as hereinafter defined), or any securities convertible iqto
Common Stock or into equity securities of the Corporation or

any Subsidiary, that is beneficially owned by any Interested
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Stockholder of any.Affiliate or Associate of any Interested
Stockholder;' TGP T A e s ’

(S) any tender offer or exchange offer made by the
Corporation for shares of Common Stock which may have the
effect of increasing an Interested Stockholder's percentage
beneficial ownership (as hereinafter defined) so that
following the completion of the tender offer or exchange
offer the Interested Stockholder's percentage beneficial
ownership of the outstanding Common Stock may exceed 110%
of the Interested Stockholder's percentage beneficial
ownership immediately prior to the commencement of such
tender coffer or exchange offer; or

(6) the issuance or transfer by the Corporation or any
Subsidiary (in one transaction or a series of transactions)
of any securities of the Corporation or any Subsidiary to
any Interested Stockholder or any Affiliate of.any
Interested Stockholder having an aggregate Fair Market Value
in excess of $25,000,000; or

(7) any agreement, contract or other arrangement
providing for any one or more of the actions specified in
the foregoing clauses (1) to (6) shall require: (1) the
affirmative vote of the holders of Votihg Stock (as
hereinafter defined) representing shares equal to at least
eighty percent (80%) of the then issued and outstanding
Voting Stock of the Corporation authorized to be issued ffom
time to time under Article EQURTE of this Second Restated

Certificate of Incorporation; and (2) the affirmative vote
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of a majority of the then issued and outstanding Voting

Stock of theé Corporation; "édkcluding any shares of Voting

Stock beneficially owned by such Interested Stockholder.

Such affirmative vote shall be required notwithstanding the

fact that no vote may be required, or that a lesser

percentage may be specified, by law or any agreement with
any national securities exchange or otherwise.

B. Definition of "Business Combination". For the purposes
of this Axrticle IWELFTH the term "Business Combination" shall
mean any transaction that is referred to in any one or more of
clauses (1) through (6) of Section A of this Article IWELFTH.

C. VWhen Higher Vote is Not Requixed. The provisiocns of the
preceding Section A shall not be applicable to any particular
Business Combination, and such Business Combination shall require
only such affirmative vote, if any, as is required by law or by
any other provision of this Second Restated Certificate of
Incorporation or the Bylaws of the Corporation or any agreement
with any national securities exchange, if all of the conditions
specified in either of the following Paragraphs (1) or (2) are
met or, in the case of a Business Combination not involving the
payment of consideration to the holdexrs of the Corporation's
outstanding Common Stock, if the condition specified in the
following Paragraph (1) is met:

(1) The Business Combination shall have been approvgd
by a majority (whether such approval is made prior to or
subsequent to the acguisition of beneficial ownership of the

Voting Stock that caused the Interested Stockholder to
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Directors (as hereihafter defined). C e
(2) All of the following conditions shall have been
met with respect to the outstanding Common Stock, whether or
not the Interested Stockholder has previously acquired
beneficial ownership of any shares of the Common Stock:
(a) The aggregate amount of cash and the Fair Market
Value, as of the date of the consummation of the
Business Combination, of consideration other than cash
to be received per share by holders of the Common Stock
in such Business Combination shall be at least equal to
the highest amount determined under clauses (i), (ii),
(iii), and (iv) below:
(i) (if applicable) the highest per share price
(including any brokerage commissions, transfer
taxes and soliciting dealers' fees) paid by or on
behalf of the Interested Stockholder for any share
of the Common Stock in connection with the
acquisition by the Interested Stockholder of
beneficial ownership of shares of the Common Stock
(%) within the two-year period immediately prior
to the first public announcement of the proposed
Business Combination (the "Announcement Date") or
(y) in the transaction in which it became an
Interested Stockholder, whichever is higher, in‘

either case as adjusted for any subseguent stock
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reclassification. with respect to the Common Stock:;
(i) the Fair Market Value per share of the
Common Stock on the Announcement Date or on the
date on which the Interested Stockholder became an
Interested Stockholder (the "Determination

Date™), whichever is higher, as adjusted for any
subsequent stock split, stock dividend,
subdivision or reclassification with respect to
the Common Stock;

(i1i) (if applicable) the price per share equal
to the Fair Market Value per thare of the Common
Stock determined pursuant to the immediately
preceding clause (ii), multiplied by the ratio of
(x) the highest price per share (including any
brokerage commissions, transfer taxes and
soliciting dealers' fees) paid by or on behalf of
the Interested Stockholder for any share of the
Common Stock in connection with the acquisition by
the Interested Stockholder of beneficial ownership
of shares of the Common Stock within the two-year
period immediately prior to the Announcement Date,
. as adjusted for any subseguent stock split, stock
dividend, subdivision or reclassification with
respect to the Common Stock to (y) the Fair Market
Value per share of the Common Stock on the first

day in such two-year period on which the
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ownership of any shares of the Common Stock, as
adjusted for any subsequent stock split, stock
dividend, subdivision or reclassification with
respect to Common Stock; and
(iv) the Corporation's net income per share of
the Common Stock for the four full consecutive
fiscal quarters immediately preceding the
Announcement Date, multiplied by the higher of the
then price/earnings multiple (if any) of such
Interested Stockholder or the highest
price/earnings multiple of the Corporation within
the two-year period immediately preceding the
Announcement Date (such price/earnings multiples
being determined by dividing (x) an amount equal
to the highest price per share during a day as
reported in The Wall Street Journal from the
Composite Tape for the New York Stock Exchange by
(y) the immediately preceding publicly reported
twelve-months earnings per share).
(;) The consideration to be received by holders of the
Common Stock shall be in cash or in the same form as
previously has been paid by or on behalf of the
Interested Stockholder in connection with its direct or
indirect acquisition of beneficial ownership of shares
of such Common Stock. If the consideration previously

paid by the Interested Stockholder to acquire Common
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Stock varied among the recipients thereof as to form,

the form of consideration to be paid for such Common

Stock in connection with the Business Combination shall

be either cash or the form used to acquire beneficial
ownership of the largest number of shares of such

Common Stock previously acquired by the Interested
Stockholder.

(c) After the Determination Date and prior to the
consummation of such Business Combination: (i) there

shall have been no reduction in the annual rate of

dividends paid on the Common Stock (except as necessary

to reflect any stock split, stock dividend or

subdivision of the Common Stock), except as approved by

a majority of the Continuing Directors; (i3i) there

shall have been an increase in the annual rate of

dividends paid on the Common Stock as necessary to

reflect any reclassification (including any reverse

stock split), recapitalization, reorganization or any

similar transaction that has the effect of reducing the

number of outstanding shares of Common Stock, unless

the failure so to increase such annual rate is approved

by a majofity of the Continuing Directors; and (iii)

such Interested Stockholder shall not have become the
beneficial owner of any additional shares of Common

Stock except as part of the transaction that results in

such Interested Stockholder becoming an Interested

Stockholder and except in a transaction that, after
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giving effect thereto, would not result in any increase
in the Interested Stockholder's percentage of i
beneficial ownership of Common Stock.

(d) After the Determination Date, such Interested
Stockholder shall not have received the benefit,
directly or indirectly (except propoftionately as a
stockholder of the Corporation), of any loans,
advances, guarantees, pledges or other financial
assistance or any tax credits or other tax advantages
provided by the Corporation, whether in anticipation of
or in connection with such Business Combination or
otherwise.

(e) A proxy or information statement describing the
pProposed Business Combination and complying with the
requirements of the Securities Exchange Act of 1934, as
amended, and the rules and regulations thereunder (the
"Act") (or any subsequent provisions amending ox
replacing such Act, rules or regulations) shall be
mailed to all stockholders of the Corporation at least
30 days prior to the consummation of such Business
Combination (whether or not such proxy or information
statement is required to be mailed pursuant to such Act
or subsequent provisions). The proxy or information
statement shall contain on the first page thereof, in a
prominent place, any statement as to the advisability
of the Business Combination that the Continuing

Directors, or any of them, may choose to make and, if
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Directors, the opinion of an investment banking firm

selected by a majority of the Continuing Directors as

to the fairness (or not) of the terms of the Business

Combination from a financial point of view to the

holders of the outstanding shares of the Common Stock

other than the Interested Stockholder and its

Affiliates or Associates (as hereinafter defined}, such

investment banking firm to be paid a reasonable fee for

its services by the Corporation.

(£) Such Interested Stockholder shall not have made

any major change in the Corporation's business or

equity capital structure without the approval of a

majority of the Continuing Directors.

D. Cextain Defipnitions. The foilowing definitions shall
apply with respect to this Article TWELETH:

(1) The term "Common Stock" or "Voting Stock" shall
mean all common stock of the Corporation authorized to be
issued from time to time under Article FOURTH of the Second
Restated Certificate of Incorporation that by its terms may
be voted on all matters submitted to stockholders of the
Corporation generally.

(2) The term "person" shall mean any individual, £irm,
company or other entity and shall include any group
compriged of any person and any other person with whom suéh
person oxr any Affiliate or Associate of such person has any

agreement, arrangement or understanding, directly or
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disposing of the Common Stock.

{3) The term "Interested Stockholder" shall mean any
person (other than the Corporation or any Subsidiary and
other than any profit~-sharing, employee stock ownership or
other employee benefit or dividend reinvestment plan of the
Corporation or any Subsidiary or any trustee of or
fiduciary with respect to any such plan when acting in such
capacity) who (a) is the beneficial owner of Voting Stock
represgenting fiQe percent (5%) or more of the votes
entitled to be cast by the holders of all then outstanding
shares of Voting Stock; or (b) is an Affiliate or Associate
of the Corporation and at any time within the two-year
period immediately prior to the Announcement Date was the

‘ beneficial owner of Voting Stock represe;:xting five percent
(S%) or more of the votes entitled to be cast by the holders
of all then outstanding shares of Voting Stock.

(4) A person shall be a "beneficial owner" of any
Common Stock (a) which such person or any of its Affiliates
or Associates beneficially owns, directly or indirectly; (b)
which such person or any of its Affiliates or Associates
has, directly or indirectly, (i) the right to acquire
(whether such right is exercisable immediaéely or subject
only to the passage of time), pursuant to any agreement,
arrangement or understanding or upon the exercise of
conversion rights, exchange rights, warrants or options, or

otherwise, or (ii) the right to vote pursuant to any
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agreement, arrangement or ﬁnderstanding; or (¢) which is
beneficially owned; directly or indirectly, by any other
person with which such person or any of its Affiliates or
Aséociates has any agreement, arrangement or understanding
for the purpose of acquiring, holding, voting or disposing
of any shares of Common Stock. For purposes of determining
whether a person is an Interested Stockholder pursuant to
Paragraph 4 of this Section D, the number of shares of
Common Stock deemed to be outstanding shall include shares
deemed beneficiaily owngd by such person through application
of Paragraph 5 ¢of this Section D, but shall no%t include any
other shares oif Common Stock that may be issuable pursuant
to any agreement, arrangement or understanding, or upon
exercise of conversion rights, warrants, or options, or
otherwise.

(5) An "Affiliate" of a specified person is a person
that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under
common control with, the person specified. The term
"Associate", used to indicate a relationship with any
person, means (a) any company (other than the Corporation or
any Subsidiary) of which such person is an officer or
partner or is, directly or indirectly, the beneficial owner
of ten percent (10%) or more of any class of equity
securities, (b) any trust or other estate in which such
person has a substantial beneficial interest or as to which

such person serves as trustee or in a similar fiduciary
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. capacity, and (c) any relative or spouse of such person, or '

any relative of siich spdiisé, who has the same home as such
person or who is a director or officer of the Corporation or
any of its parents or Subsidiaries.

(6) The term "Subsidiary” means any c¢ompany of which a
majority of any class of equity security is beneficially
owned by the Corporatioh; provided however, that for the
purposes of the definition of Interested Stockholder set
forth in Paragraph (3) of this Section D, the term
"Subsidiary" shall mean only a company of which a majority
of each class of equity security is beneficially owned by
the Corporation.

(7) The term "Continuing Director" means any member of
the Board of Directors of the Corporation (the "Board of

| ‘ Directors"), who, while such person is a member of the Board

| of Directors, is not an Affiliate or Associate or
representative of any Interested Stockholder and who was a
member of the Board of Directors prior to the time that any
Interested Stockholder became an Interested Stockheclder, and
any successor of a Continuing Director, who, while such
successor is a member of the Board of Directors, is not an
Affiliate or Associate or representative of any Interested
Stockholder and who is recommended or elected to succeed the
Continuing Director by a majority of Continuing Directors.

(8) The term "Fair Market Value" means (a) in the case
of cash, the amount of such cash; (b) in the case of stock,

the highest closing sale price during the 30-day period

78




a7 o 3x1012p50857
: EXHIBIT 3
' Page 30 of 34
immediately preceding the date in question of a share of -
such stock on the Composite Tape for New York Stock
Exchange-Listed Stocks, or, if such stock is not quoted on
the Composite Tape, on the New York Stock Exchange, or, if
such stock is not listed on such Exchange, on the principal
United States securities exchange registered under the Act
on which such stock is listed, or, if such stock is not
listed on any such exchange, thg highest closing bid
quotation with respect to a share of such stock during the
30-day period preceding the date in question on.the National
Association of Securities Dealers, Inc. Automated Quotations
System or any similar system then in use, or if no such
quotations are available, the fair market value on the date
in guestion of a share of such stock as determined by a
majority of the Continuing Directors in good faith; and (¢)
in the case of property other than cash or stock, the fair
market value of such property on the date in question as
determined in good faith by a majority of the Continuing
Directors.
(S) In the event of any Business Combination in which
the Corporation survives, the phrase "consideration other
than cash to be reéeived" as used in Parﬁgraphs 2(a) and
2(b) of Section C of this Article TWELFTH shall include the
shares of Common Stock and/or the shares of any other class

of Voting Stock retained by the holders of such shares.

E. o) of t i Di rs. A majority of the

Continuing Directors shall have the power and duty to determine
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for purposes of this Article IWELETH, on the basis of information
known to them after reasonable inguiry, (1) whether a person is
an fnterested Stockholder, (2) the number of shares of Common
Stock or other securities beneficially owned by any person,

(3) vwhether a person is an Affiliate or Associate of another, and
(4) whether the assets tﬁat are the subject of any Business
Combination have, or the consideration to be received for the
issuance or transfer of securities by the Corporation or any
Subsidiary in any Business Combination has, an aggregate Fair
Market Value in excess of the amounts set forth in clauses (2)
and (6) of Section A of this Article JWELETH. Any such
determination made in good faith by a majority of the Continuing
Directors shall be binding and conclusive for all the purpoées of
this Article IWELETH.

F. No Effect on Fiduciary Oblicgations of Interested
Stockholderg. Nothing contained in this Article TWELFTH shall be
construed to relieve any Interested Stockholder from any
fiduciary obligation imposed by law.

G. No Effect on Fiduciary Obligation of Directors. The
fact that any Business Combination complies with the provisions
of Section C, Paragraph 2 of this Article TWELETH shall not be
construed to impose any fiduciary duty, obligation or
responsibility on the Board of Directors, or any member thereof,
to approve such Business Combination or recommend its adoption or
approval to the stockholders of the Corporation, nor shall such
compliance limit, prohibit or otherwise restrict in any manner

the Board of Directors, or any member thereof, with respect to
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such Business Combination.

IN WITNESS WHEREOF, said CENTRAL AND SOUTH WEST
Secoud dew:
CORPORATION has caused thisARestated Certificate of Incorporation
to be signed by Ferd. C. Meyer, Jr., its Vice President and
General Counsel, and its corporate seal to be hereunto affixed
and attested by Philip I. McConnell, its Secretary, this 23 day
of April, 19%90.

CENTRAL AND SOUTH WEST CORPORATION

Dot

Vice President/

(Corpcrate Seﬁl)

ATTEST:

it Gne20

Secretary
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®ffice of Becretary of Btate

I, MICHAEL HARKINS, SECRETARY CF STATE OF THE STATE OF

DELAWARE DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF AMENDMENT OF CENTRAL AND SOUTH WEST

CORPORATION FILED IN THIS OFFICE ON THE TWENTY-NINTH DAY OF MAY,

A.D. 1991, AT 10 O'CLOCK A.M.

x ® % * * k& *x * % *

Michael Harkins, Sécretary of State
*3061943

AU
721149184 DATE: 0572971991
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CERTIFICATE OF AMENDMENT
to
SECOND RESTATED CERTIFICATE OF INCORPORATION
of
CENTRAL AND SOUTH WEST CORPORATION

Central and South West Corporation (the "Corporation"), a
corporation organized and existing under and by virtue of the
laws of the State of Delaware, hereby certifies that:

1. In accordance with the provisions of Section 242 of the
General Corporation Law of the State of Delaware (Title 8 of the
Delaware Code), the Board of Directors and the Common Stock-
holders of the Corporation have duly adopted the following
amendment to the Corporation's Second Restated Certificate of
Incorporation, as heretofore amended (the "Certificate").

2. Article "Fourth" of the Certificate is hereby amended
by changing the first sentence thereof to read as follows:

"The total number of shares of stock which the Corporation
shall have authority to issue is Three Hundred and Fifty
Million (350,000,000) shares of Common Stock of the par
value of $3.50 each." .

IN WITNESS WHEREOF, Central and South West Corporation has
caused this Certificate of Amendment to be signed by Ferd. C.
Meyer, Jr., its Senior Vice President and General Counsel, and
sealed with its corporate seal and attested by Frederic L.
Frawley, its Secretary, this *¢ZZ day of May, 1991.

Central and South West Corporation

(CORPORATE SEAL) @%m .

Senior Vice President
and General Cbunsel

ATTEST:

Secretary //
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AGREEMENT AND PLAN OF MERGER

By and Among

American Electric Power Company, Inc.,
Augusta Acquisition Corporation

and

Central and South West Corporation
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER, dated as of December 21, 1997,
is by and among American Electric Power Company, Inc., a New York corporation (“AEP"),
Augusta Acquisition Corporation, a Delaware corporation and a wholly owned subsidiary of AEP
(“Newco™), and Central and South West Corporation, a Delaware corporation (the “Company”).
AEP and Newco are sometimes collectively referred to herein as the “AEP Companies.”

RECITALS:

The Board of Directors of the Company has determined that the business
combination to be effected by means of the Merger is consistent with and in furtherance of the
long-term business strategy of the Company and is fair to, and in the best interests of, the
Company and its stockholders and has approved a2nd adopied this Agreement and recommended
approval and adoption of this Agreement by the stockholders of the Company.

The Board of Directors of AEP has determined that the business combination to
be effected by means of the Merger is consistent with and in furtherance of the long-term
business strategy of AEP and is fair to, and in the best interests of, AEP and its stockholders and
has approved this Agreement, the Charter Amendment and the Share Issuance and recommended
approval and adoption of the Charter Amendment and the Share Issuance by the stockholders of
AEP.

The Board of Directors of Newco has determined that the business combination
to be effected by means of the Merger is in the best interests of Newco and its stockholder and
has approved and adopted this Agreement and recommended approval and adoption of this
Agreement by AEP.

To give effect to the transactions contemplated hereby, upon the terms and subject
to the conditions of this Agreement and in accordahce with the Delaware Law, Newco will merge
with and into the Company.

For Federal income tax purposes, it is intended that the Merger shall qualify as a
reorganization under the provisions of Section 368(a) of the Code.

The Merger is intended to be treated as a “pooling of interests™ for accounting
purposes.

NOW., THEREFORE, in consideration of the foregoing and the respective
representations, warranties, covenants and agreements set forth in this Agreement, the parties
hereto agree as follows:
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ARTICLE 1
DEFINITIONS

SECTION 1.1 Definitions. - Certain capitalized and other terms used in this
Agreement are defined in Annex A hereto and are used herein with the meanings ascribed to
them therein.

SECTION 1.2 Rules of Construction. Unless the context otherwise requires, as
used in this Agreement: (a) a term has the meaning ascribed to it; (b) an accounting term not
otherwise defined has the meaning ascribed to it in accordance with GAAP; (¢) “or” is not
exclusive; (d) “including™ shall mean “including, without limitation;” (e) words in the singular
include the plural; (f) words in the plural include the singular; (g) words applicable to one gender
shall be construed to apply to each gender; (h) the terms “hereof,” “herein,” “‘hereby,” “hereto”
and derivative or similar words refer to this entire Agreement; and (i) the terms “Article” or
“Section” shall refer to the specified Article or Section of this Agreement.

ARTICLE 1l
TERMS OF MERGER

SECTION 2.1 Statutory Merger. Subject to the terms and conditions and in
reliance upon the representations, warranties, covenants and agreements contained herein, Newco
shall merge (the “Merger”) with and into the Company at the Effective Time. The terms and
conditions of the Merger and the mode of carrying the same into effect shall be as set forth in
this Agreement. As a result of the Merger, the separate corporate existence of Newco shall cease
and the Company shall continue as the Surviving Corporation.

SECTION 2.2 Effective Time. As soon as practicable after the satisfaction or,
if permissible, waiver of the conditions set forth in Article VIII, the parties hereto shall cause the
Merger to be consummated by filing a Certificate of Merger (the “Certificate of Merger”) with
the Secretary of State of the State of Delaware, in such form as required by, and executed in
accordance with the relevant provisions of, the Delaware Law.

SECTION 2.3 Effect of the Merger. At the Effective Time, the effect of the
Merger shall be as provided in the applicable provisions of the Delaware Law. Without limiting
the generality of the foregoing, and subject thereto, at the Effective Time, except as otherwise
provided herein, all the property, rights, privileges, powers and franchises of Newco and the
Company shall vest in the Surviving Corporation, and all debis, liabilities and duties of Newco
and the Company shall become the debts, liabilities and duties of the Surviving Corporation.

SECTION 2.4 Certificate of Incorporation; Bylaws. At the Effective Time, the
certificate of incorporation and the bylaws of the Company, as in effect immediately prior to the
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Effective Time, shall be the certificate of incorporation and the bylaws of the Surviving
Corporation.

SECTION 2.5 Directors and Officers. The directors of Newco immediately prior
to the Effective Time shall be the directors of the Surviving Corporation, each to hold office in
accordance with the certificate of incorporation and bylaws of the Surviving Corporation, and the
officers of the Company immediately prior to the Effective Time shall be the officers of the
Surviving Corporation, in each case until their respective successors are duly elected or appointed
and qualified.

ARTICLE II
CONVERSION OF SECURITIES; EXCHANGE OF CERTIFICATES.
SECTION 3.1 Merger Consideration; Conversion and Cancellation of Securities.

On the date on which the Effective Time occurs, by virtue of the Merger and without any action
on the part of the AEP Companies, the Company or any securityholder thereof:

(a) Subject to the other provisions of this Article III, each share of Company
Common Stock issued and outstanding immediately prior to the Effective Time (exclusive
of any shares to be cancelled pursuant to Section 3.1(c)) shall be converted into that
number of shares of AEP Common Stock equal to the Common Stock Exchange Ratio.
If between the date of this Agreement and the Effective Time the outstanding shares of
Company Common Stock or AEP Common Stock shall have been changed into a
different number of shares or a different class, by reason of any dividend, subdivision,
reclassification, recapitalization, split, combination, exchange of shares or other
transaction, the Common Stock Exchange Ratio shall be correspondingly adjusted to
reflect such dividend, subdivision, reclassification, recapitalization, split, combination,
exchange of shares or other transaction.

(b) Al shares of Company Common Stock shall, upon conversion into shares
of AEP Common Stock at the Effective Time, cease to be outstanding and shall auto-
matically be cancelled and retired, and each certificate previously evidencing shares of
Company Common Stock outstanding immediately prior to the Effective Time (exclusive
of any shares to be cancelled pursuant to Section 3.1(c)) shall thereafter be deemed, for
all purposes other than the payment of dividends or distnibutions, to represent that
number of shares of AEP Common Stock into which such shares of Company Common
Stock were converted pursuant to Section 3.1(a) and, if applicable, the right to receive
cash pursuant to Section 3.2(¢).” The holders of certificates previously evidencing
Company Common Stock shall cease to have any rights with respect to such Company
Common Stock except as otherwise provided herein or by law.

(c) Notwithstanding any provision of this Agreement to the contrary, each
share of Company Common Stock held in the treasury of the Company and each share
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of Company Common Stock, if any, owned by AEP or any direct or indirect wholly
owned subsidiary of AEP or of the Company immediately prior to the Effective Time
shall be cancelled and extinguished without conversion thercof.

(d) Each share of common stock, par value $.01 per share, of Newco issued
and outstanding immediately prior to the Effective Time shall be converted into one share
of common stock, par value $3.50 per share, of the Surviving Corporation.

SECTION 3.2 Exchange of Certificates. (a) Exchang: Fund. On or prior to the
day of the Effective Time, AEP shall deposit, or cause to be deposited. with the Exchange Agent,
for the benefit of the holders of Company Common Stock, for exchange in accordance with this
Article III, through the Exchange Agent, certificates evidencing a number of shares of AEP
Common Stock into which the number of shares of Company Common Stock issued and
outstanding immediately prior to the Effective Time was converted pursuant to Section 3.1(a).
The Exchange Agent shall, pursuant to irrevocable instructions from AEP, deliver AEP Common
Stock, together with any cash to be paid in lieu of fractional interests in shares of AEP Common
Stock pursuant to Section 3.2(e) and any dividends or distributions related thereto, in exchange
for certificates theretofore evidencing Company Common Stock surrendered to the Exchange
Agent pursuant to Section 3.2(c). Except as contemplated by Section 3.2(f), the Exchange Fund
shall not be used for any other purpose.

(b) Letter of Transmittal. Promptly after the Effective Time, AEP will cause the
Exchange Agent to send to each record holder of Company Common Stock immediately prior
to the Effective Time a letter of transmittal and other appropriate materials for use in
surrendering to the Exchange Agent certificates that prior to the Effective Time evidenced shares
of Company Common Stock.

(c) Exchange Procedures. Promptly after the Effective Time, the Exchange Agent
shall distribute to each former holder of Company Common Stock, upon surrender to the
Exchange Agent for cancellation of one or more certificates that theretofore evidenced shares of
Company Common Stock, certificates evidencing the appropriate number of shares of AEP
Common Stock into which such shares of Company Common Stock were converted pursuant to
the Merger, together with any cash to be paid in lieu of fractional interests in shares of AEP
Common Stock pursuant to Section 3.2(e) and any dividends or distributions related thereto. If
shares of AEP Common Stock are to be issued to a Person other than the Person in whose name
the surrendered certificate or certificates are registered, it shall be a condition of issuance of AEP
Common Stock that the surrendered certificate or certificates shall be properly endorsed, with
signatures guaranteed, or otherwise in proper form for transfer and that the Person requesting
such payment shall pay any transfer or other taxes required by reason of the issuance of AEP
Common Stock to a Person other than the registered holder of the surrendered certificate or
certificates or such Person shall establish to the satisfaction of AEP that such tax has been paid
or is not applicable. Notwithstanding the foregoing, neither the Exchange Agent nor any party
hereto shall be liable to any former holder of Company Common Stock for any AEP Common
Stock, cash in lieu of fractional interests or dividends or distributions thereon delivered to a
public official pursuant to any applicable escheat Law.
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‘(d) Duistributions with Respect to Unexchanged Shares of Company Common
Stock. No dividends or other distributions declared or made with respect to AEP Common Stock
with a record date after the Effective Time shall be paid to the holder of any certificate that
theretofore evidenced shares of Company Cominon Stock until the holder of such certificate shall
surrender such certificate. Subject to the effect of any applicable escheat Laws, following
surrender of any such certificate, there shall be paid (i) to the holder of the certificates evidencing
whole shares of AEP Common Stock issued in exchange therefor, without interest, (A) promptly,
the amount of dividends or other distributions with a record ‘date after the Effective Time
theretofore paid with respect to such whole shares of AEP Common Stock, and (B) at the
appropriate payment date, the amount of dividends or other distributions, with a record date after
the Effective Time but prior to surrender and a payment date occurring after surrender, payable
with respect to such whole shares of AEP Common Stock and (ii) to the holder of any certificate
that theretofore evidenced shares of Company Common Stock, without interest, promptly the
amount of any cash payable with respect to a fractional interest in a share of AEP Common
Stock to which such holder is entitled pursuant to Section 3.2(e).

(e) No Fractional Shares. Notwithstanding anything herein to the contrary, no
certificates or scrip evidencing fractional interests in shares of AEP Common Stock shall be
issued in connection with the Merger, and any such fractional interests to which a holder of
record of Company Common Stock at the Effective Time would otherwise be entitled will not
entitle such holder to vote or to any rights of a stockholder of AEP. In lieu of any such
fractional shares, each holder of record of Company Common Stock at the Effective Time who
but for the provisions of this Section 3.2(e) would be entitled to receive a fractional interest of
a share of AEP Common Stock pursuant to the Merger shall be paid cash, without any interest
thereon, as hereinafter provided. AEP shall instruct the Exchange Agent to determine the number
of whole shares and fractional shares of AEP Common Stock allocable to each holder of record
of Company Common Stock at the Effective Time, to aggregate all such fractional shares into
whole shares, to sell the whole shares obtained thereby in the open market at then prevailing
prices on behalf of holders who otherwise would be entitled to receive fractional share interests
and to distribute to each such holder such holder's ratable share of the total proceeds of such sale,
after making appropriate deductions of the amount, if any, required for Federal income tax
withholding purposes and after deducting any applicable transfer taxes. All brokers' fees and
commissions and fees of the Exchange Agent incurred in connection with such sales shall be paid
by AEP.

(f) Temmination of Exchange Fund. Any portion of the Exchange Fund which
remains unclaimed by the former holders of Company Common Stock for twelve months after
the Effective Time shall be delivered to AEP, upon demand, and any former holders of Company
Common Stock who have not theretofore complied with this Article III shall thereafter look only
to AEP for AEP Common Stock, any cash to be paid in lieu of fractional interests in shares of
AEP Common Stock and any dividends or other distributions to which they are entitled.

(g) Withholding of Tax. AEP shall be entitied to deduct and withhold from the
consideration otherwise payable pursuant to this Agreement to any former holder of Company
Common Stock such amounts as AEP (or any affiliate thereof) is required to deduct and withhold
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with respect to the making of such payment under the Code, or any provision of state, local or
foreign tax Law. To the extent that amounts are so withheld by AEP, such withheld amounts
shall be treated for all purposes of this Agreement as having been paid to the former holder of
Company Common Stock in respect of which such deduction and withholding was made by AEP.

(h) Lost Certificates. If any certificate evidencing shares of Company Common
Stock shall have becn lost, stolen or destroyed, upon the making of an affidavit of that fact by
the Person claiming such certificate to be lost, stolen or destroyed and, if required by AEP, the
posting by such Person of a bond, in such reasonable amount as AEP may direct, as indemnity
against claims that may be made against it with respect to such certificate, the Exchange Agent
will issue in exchange for such lost, stolen or destroyed certificate a certificate evidencing that
number of shares of AEP Common Stock into which the shares of Company Common Stock
evidenced by such lost, stolen or destroyed certificate were converted pursuant to Section 3.1(a),
any cash in lieu of fractional interests in shares of AEP Common Stock to which the holder
thereof may be entitled pursuant to Section 3.2(e) and any dividends or other distributions to
which the holder thereof may be entitled pursuant to Section 3.2(d).

SECTION 3.3 Closing. The Closing shall take place at such time and place as
the parties shall mutually agree on the second Business Day immediately following the date on
which the last of the conditions set forth in Article VIII (other than conditions that by their nature
are required to be performed on the Closing Date) is fulfilled or, if permissible, waived, or at
such other place, time and date as the parties hereto may agree. At the conclusion of the Closing
on the Closing Date, the parties hereto shall cause the Certificate of Merger relating to the
Merger to be filed with the Secretary of State of the State of Delaware.

SECTION 3.4 Stock Transfer Books. At the Effective Time, the stock transfer
books of the Company shall be closed and there shall be no further registration of transfers of
shares of Company Common Stock thereafter on the records of the Company.

ARTICLE 1V
REPRESENTATIONS AND WARRANTIES OF THE COMPANY
The Company hereby represents and warrants to the AEP Companies that:

SECTION 4.1 Organization and Qualification; Subsidiaries. The Company and
each Subsidiary of the Company are legal entities duly organized, validly existing and in good
standing under the Laws of their respective jurisdictions of incorporation or organization, have
all requisite power and authority to own, lease and operate their respective properties and to carry
on their respective businesses as they are now being conducted and are duly qualified and in
good standing to do business in each jurisdiction in which the nature of the business conducted
by them or the ownership or leasing of their respective properties makes such qualification
necessary, other than any matters, including the failure to be so duly qualified and in good
standing, that could not reasonably be expected to have a Material Adverse Effect on the
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Company. Section 4.1 of the Company's Disclosure Letter sets forth, as of the date of this
Agreement, a true and complete list of:all the Company’s directly or indirectly owned
Subsidiaries, together with (A) the jurisdiction of incorporation or formation of each Subsidiary
and the percentage of each Subsidiary's outstanding capital stock or other equity interests owned
by the Company or another Subsidiary of the Company, and (B) an indication of whether each
such Subsidiary is a Significant Subsidiary. Except as set forth in Section 4.1 of the Company's
Disclosure Letter, ncither the Company nor any of its Subsidiaries owns an equity interest in any
other partnership or joint venture arrangement or other business entity that is Material to the
Company.

SECTION 4.2 Certificate of Incorporation_and Bylaws. The¢ Company has
heretofore: marked for identification and fumnished to AEP complete and correct copies of the
certificate of incorporation and the bylaws or the equivalent organizational documents, in each
case as amended or restated to the date hereof, of the Company and each of its Significant
Subsidiaries. Neither the Company nor any of its Significant Subsidiaries is in violation of any
of the provisions of its certificate of incorporation or bylaws (or equivalent organizational
documents).

SECTION 4.3 Capitalization. (a) Company Common Stock. The authorized
capital stock of the Company consists of 350,000,000 shares of Company Common Stock of
which as of November 7, 1997: (A) 212,235,320 shares were issued and outstanding, all of
which are duly authorized, validly issued, fully paid and nonassessable and not subject to
preemptive rights created by statute, the Company's certificate of incorporation or bylaws or any
agreement to which the Company is a party or is bound and (B) 10,410,363 shares were reserved
for future issuance in the amounts and for the purposes set forth in Section 4.3(a) of the
Company's Disclosure Letter. Except as set forth in Section 4.3(a) of the Company's Disclosure
Letter, between November 7, 1997 and the date of this Agreement, no shares of Company
Common Stock have been issued by the Company and the Company has not granted any options
for, or other rights to purchase, shares of Company Common Stock.

(b) Reserved Shares. Except for shares to which reference is made in Section
4.3(a), no shares of Company Common Stock are reserved for issuance, and, except for the
Company's Rights Agreement and stock options shares with respect to which are reserved for
issuance as set forth in Section 4.3(a) of the Company's Disclosure Letter, there are no contracts,
agreements, commitments or arrangements obligating the Company to (i) offer, sell, issue or grant
any Equity Securities of the Company, (ii) redeem, purchase or acquire, or offer to purchase or
acquire, any outstanding Equity Securities of the Company or (iif) grant any Lien on any shares
of capital stock of the Company.

(c) Subsidiary Stock. The authorized, issued and outstanding capital stock of,
or other equity interests in, each of the Company's Significant Subsidiaries are set forth in
Section 4.3(c) of the Company's Disclosure Letter. Except as set forth in Section 4.3(c) of the
Company's Disclosure Letter, (i) all the issued and outstanding common stock of each. of the
Company's Significant Subsidiaries is owned, directly or indirectly, by the Company; (ii) all the
issued and outstanding shares of each class of capital stock of, or other equity interests in, each

Y

94




EXHIBIT 4
Page 12 of 149

of the Significant Subsidiaries of the Company have been duly authorized and are validly issued,
and, with respect to capital stock, arc fully'paid and nonassessable, and were not issued in
violation of any preemptive or similar rights of any past or present equity holder of such
Significant Subsidiary; (iii) all such issued and outstanding shares, or other equity interests, that
are indicated as owned by the Company or one of its Subsidiaries in Section 4.3(c) of the
Company's Disclosure Letter are owned (A) beneficially as set forth therein and (B) free and
clear of all Liens; (iv) no shares of capital stock of, or other equity interests in, any Significant
Subsidiary of the Company are rescrved for issuance; and (v) there are no contracts, agreements,
commitments or arrangements obligating the Company or any of its Subsidiaries (A) to offer,
sell, issue, grant, pledge, dispose of or encumber any Equity Securities of any of the Significant
Subsidiaries of the Company, (B) to redeem, purchase or acquire, or offer to purchase or acquire,
any outstanding Equity Securities of any of the Significant Subsidiaries of the Company or (C)
to grant any Lien on any outstanding shares of capital stock of, or other cquity interest in, any
of the Significant Subsidiaries of the Company.

(d)  Adverse Claims. Except for the Company's Rights Agreement and stock
options shares with respect to which are reserved for issuance as set forth in Section 4.3(a) of
the Company’s Disclosure Letter, there are no voting trusts, proxies or other agreements,
commitments or understandings of any character to which the Company or any of its Subsidiaries
is a party or by which the Company or any of its Subsidiaries is bound with respect to the voting
of any shares of capital stock of the Company or any of its Significant Subsidiaries, with respect
to the registration of the offering, sale or delivery of any shares of capital stock of the Company
or any of its Significant Subsidiaries under the Securities Act or otherwise relating to any shares
of capital stock of the Company or any of its Significant Subsidiaries.

SECTION 4.4 Authorization of Agreement. The Company has all requisite
corporate power and authority to execute and deliver this Agreement and each instrument
required hereby to be executed and delivered by it at the Closing and, subject to obtaining the
Required Company Vote, to perform its obligations hereunder and thereunder and to consummate
the transactions contemplated hereby. The execution and delivery by the Company of this
Agreement and each instrument required hereby to be executed and delivered by it at the Closing
and the performance of its obligations hereunder and thereunder have been duly and validly
authorized by all requisite corporate action on the part of the Company (other than, with respect
to the Merger, the Required Company Vote). This Agreement has been duly executed and
delivered by the Company and (assuming due authorization, execution and delivery hereof by the
other parties hereto) constitutes a legal, valid and binding obligation of the Company, enforceable
against the Company in accordance with its terms, except as the same may be limited by legal
principles of general applicability governing the application and availability of equitable remedies.

SECTION 4.5 Regulation and Approvals. (a) Utility Regulation. The Company
is a public utility holding company registered under, and subject to the provisions of, the Holding
Company Act, and the Company is the parent, owning all the outstanding common stock, of four
Domestic Public Utility Companies: (i) CP&L, which provides regulated retail electric service
in the State of Texas; (it) PSO, which provides regulated retail electric service in the State of
Oklahoma; (1ii) SWEPCO, which provides regulated retail electric service in the States of Texas,
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Louisiana and Arkansas; and (v) WTU, which provides regulated retail electric service in the
State of Texas. In addition, the Company indirectly owns all of the outstanding stock of
Seeboard, a regulated regional electricity company in England and Wales. Seeboard is a Foreign
Utlity Company. Except as aforesaid and as set forth in Section 4.5(a) of the Company's
Disclosure Letter, neither the Company nor any of its Subsidiaries is subject to rate regulation
as a public utility or public service company (or similar designation) by any state in the United
States or any municipality or other political subdivision of any state, by the United States or any
Governmental Authority of the United States or by any foreign country.

(b) Approvals. Except for the applicable requirements set forth in Section 4.5(b)
of the Company's Disclosure Letter, no declaration, filing or registration with, no waiting period
imposed by and no Permit or Order of, any Governmental Authority is required under any Law,
Regulation or Order applicable to the Company or any of its Subsidiaries to permit the Company
to execute, deliver or perform this Agreement or any instrument required hereby to be executed
and delivered by 1t at the Closing, the failure to obtain which could reasonably be expected to
have a Material Adverse Effect on the Company.

SECTION 4.6 No Violation. Assuming receipt of all Permits and Orders
indicated as required in Section 4.5(b) and receipt of the Required Company Vote, neither the
execution and delivery by the Company of this Agreement or any instrument required hereby to
be executed and delivered by it at the Closing nor the performance by the Company of its
obligations hereunder or thereunder will (a) violate or breach the terms of or cause a default
under, or result in the termination of, or accelerate the performance required by, or result in a
right of termination, cancellation or acceleration of any obligation under, or result in the creation
of any lien, security interest, charge or encumbrance upon, any of the properties or assets of the
Company or any of its Subsidiaries under (i) any Law, Regulation, Permit or Order applicable
to the Company or any of its Subsidiaries, (ii) the certificate of incorporation or bylaws or similar
organizational documents of the Company or any of its Subsidiaries or (iii) except as set forth
in Section 4.6 of the Company’s Disclosure Letter, any note, bond, mortgage, indenture, deed of
trust, license, franchise, concession, lease, contract or agreement to which the Company or any
of its Subsidiaries is a party or by which it or any of its properties or assets is bound, or (c) with
the passage of time, the giving of notice or the taking of any action by a third Person, have any
of the effects set forth in clause (a) of this Section, except in any such case for any matters
described in clauses (i) and (iii) of this Section that could not reasonably be expected to have a
material adverse effect upon the ability of the Company to perform its obligations under this
Agreement or a Material Adverse Effect on the Company. Prior to the execution of this
Agreement, the Board of Directors of the Company has taken all necessary action to cause this
Agreement and the transactions contemplated hereby to be exempt from the provisions of Section
203 of the Delaware Law and to ensure that the execution, delivery and performance of this
Agreement by the parties hereto will not cause any nights to be distributed or to become
exercisable under the Company's Rights Agreement.

SECTION 4.7 Reports. (a) Reports. Since January 1, 1993, the Company and

its Subsidiaries have filed or caused to be filed (1) all SEC Reports of the Company or any of
its Subsidiaries required to be filed with the Commission and (ii) all other Reports of the
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Company or any of its Subsidiaries required to be filed with any Governmental Authorities,
including the FERC, the Commission (under the Holding Company Act), the NRC and State
Regulatory Commissions, except where the failure to file any such Reports of the Company or
any of its Subsidiaries could not reasonably be expected to have a Material Adverse Effect on
the Company. The Company has made available to AEP a true and complete copy of each such
SEC Report. The Reports of the Company and its Subsidiaries, including all those filed after the
date of this Agrecment and prior to the Effective Time, (i) were or will be prepared in all
material respects in accordance with the requirements of applicable Law and (i), in the case of
the SEC Reports of the Company and its Subsidiaries, did not at the time they were filed, or will
not at the time they are filed, contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary in order to make the statements therein,
in the light of the circumstances under which they were made, not misleading.

(b) Financial Statements. The Company's Consolidated Financial Statements
and any consolidated financial statements of the Company (including any related notes thereto)
contained in any SEC Reports of the Company or any of its Subsidiaries filed with the
Commission after the date of this Agreement (i) have been or will have been prepared in
accordance with the published Regulations of the Commission and in accordance with GAAP
(except (A) to the extent required by changes in GAAP, (B) with respect to unaudited financial
statements as permitted by Form 10-Q and (C), with respect to SEC Reports of the Company or
any of its Subsidiaries filed prior to the date of this Agreement, as may be indicated in the notes
thereto) and (ii) fairly present the consolidated financial position of the Company and its
Subsidiaries as of the respective dates thereof and the consolidated results of their operations and
cash flows for the periods indicated (including, in the case of any unaudited interim financial
statements, reasonable estimates of normal and recurring year-end adjustments).

(c) No_Omissions. Except for matters disclosed in Section 4.7(c) of the
Company's Disclosure Letter, or matters disclosed in the Company’s SEC Reports filed with the
Commission prior to the date hereof, there exist no liabilities or obligations of the Company and
its Subsidiaries, whether accrued, absolute, contingent or threatened, that would be required to
be reflected, reserved for or disclosed under GAAP in consolidated financial statements of the
Company as of and for the period ended on the dates on which this representation and warranty
is made or deemed to be made, other than (i) liabilities or obligations that are adequately
reflected, reserved for or disclosed in the Company's Consolidated Financial Statements, (ii)
liabilities or obligations incurred in the ordinary course of business of the Company consistent
with past practice since September 30, 1997, (iii) liabilities or obligations the incurrence of which
would not have been prohibited by Sections 6.1 or 6.2(a) had such sections been in effect since
September 30, 1997 and (iv) other liabilities and obligations that could not reasonably be
expected to have a Material Adverse Effect on the Company.

SECTION 4.8 No Material Adverse Effect; Conduct. (a) Matenial Adverse
Changes. Except as set forth in Section 4.8(a) of the Company’s Disclosure Letter, since
September 30, 1997, no event (other than any event that is of general application to the electric
utility industry in the United States or the United Kingdom) has occurred that, individually or
together with other similar events, has had, and, to the Knowledge of the Company, no fact or
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condition (other than any fact or condition that is of general application to the electric utility
industry in the United State$ ot the United Kingdom) exists that could reasonably be expected
to have, a Material Adverse Effect on the Company.

(b) Proscribed Conduct. Except as set forth in Section 4.8(b) of the Company's
Disclosure Letter, during the period from September 30, 1997 to the date of this Agreement,
neither the Company nor any of its Subsidiaries has failed to conduct its business in the ordinary
course consistent with past practice, other than any conduct that would not have been prohibited
by Section 6.1 or Section 6.2(a) had such sections been in effect since September 30, 1997.

SECTION 4.9 Permits; Compliance. (a) General. The Company and its
Subsidiaries have obtained all Orders and Permits that are necessary to carry on their businesses
as currently conducted, except for any such Orders or Permits that the failure to possess,
individually or in the aggregate, could not reasonably be expected to have a Material Adverse
Effect on the Company. Except as set forth in Section 4.14 of the Company’s Disclosure Letter,
all such Orders and Permits are in full force and effect, have not been violated in any respect that
could reasonably be expected to have a Material Adverse Effect on the Company and no
suspension, revocation or cancellation thereof has occurred or, to the Knowledge of the Company,
been threatened and there is no action, proceeding or investigation pending or, to the Knowledge
of the Company, threatened regarding suspension, revocation or cancellation of any of such
Permits or Orders, except where the suspension, revocation or cancellation of such Permits or
Orders could not reasonably be expected to have a Material Adverse Effect on the Company.

(b) South Texas Nuclear Facility. CP&L is a co-owner of the South Texas
Nuclear Facility, owning an undivided 25.2% interest therein. The operations of the South Texas
Nuclear Facility are subject to the control of the STP Nuclear Operating Company (the
“Operating Company”), in which the Company owns a like equity interest. Except as set forth
in Section 4.9(b) of the Company's Disclosure Letter, to the Knowledge of the Company, the
operations of the South Texas Nuclear Facility have at all times been conducted in compliance
with applicable health, safety, regulatory and other legal requirements, except where the failure
to be so in compliance in the aggregate could not reasonably be expected to have a Material
Adverse Effect on the Company. Except as set forth in Section 4.9(b) of the Company’s
Disclosure Letter, to the Knowledge of the Company the operations of the South Texas Nuclear
Facility are not the subject of any outstanding notices of violation or requests for information
from the NRC or any other agency with jurisdiction over such facility. To the Knowledge of the
Company, the Operating Company maintains, and is in compliance with, an emergency plan
designed to protect the health and safety of the public in the event of an unplanned release of
radioactive materials from the South Texas Nuclear Facility, and the NRC has determined that
such plan is in compliance with its requirements. To the Knowledge of the Company, liability
insurance to the full extent required by Law for operating nuclear facilities remains in full force
and effect with respect to the South Texas Nuclear Facility, and the amount of such’insurance
has been approved by the NRC. To the Knowledge of the Company, plans for the
decommissioning of the South Texas Nuclear Facility, and for the storage of spent nuclear fuel,
conform with the requirements of applicable Law, and the owners of such facility, including the
Company, have funded such plans to the extent required by Law.
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-SECTION 4.10 Litigation; Compliance with Laws. There are no actions, suits,
investigations or proceedings (incliding any proceedings in arbitration) pending or, to the
Knowledge of the Company, threatened against the Company or any of its Subsidiaries, at law
or in equity, in any Court or before or by any Governmental Authority, except actions, suits or
proceedings that (a) are fully and accurately disclosed in the Company's SEC Reports filed with
the Commission prior to the date hereof, (b) are set forth in Section 4.10 or Section 4.14 of the
Company's Disclosure Letter or (c), individually or, with respect to multiple actions, suits or
proceedings that allege similar theories of recovery based on similar facts, in the aggregate, could
not reasonably be expected to have a Material Adverse Effect on the Company. Except as set
forth in Section 4.10 of the Company's Disclosure Letter, there are no Material claims pending
or, to the Knowledge of the Company, threatened by any Persons against the Company or any
of its Subsidiaries for indemnification pursuant to any statute, organizational document, contract
or otherwise with respect to any action, suit, investigation or proceeding pending in any Court
or before or by any Governmental Authority. Except as set forth in Section 4.10 or Section 4.14
of the Company's Disclosure Letter, the Company and its Subsidiaries are in substantial
compliance with all applicable Laws and Regulations and are not in default with respect to any
Order applicable to the Company or any of its Subsidiaries, except such events of noncompliance
or defaults that, individually or in the aggregate, could not reasonably be expected to have a
Material Adverse Effect on the Company.

SECTION 4.11 Ownership of AEP Common Stock. Neither the Company nor
any of its Affiliates “beneficially own” (as such term is defined for purposes of Section 13(d) of
the Exchange Act) any shares of AEP Common Stock (in whole or in part).

SECTION 4.12 Employee Benefit Plans. (a) Listing. Each Company Benefit
Plan is listed in Section 4.12(a) of the Company's Disclosure Letter, including, with respect to
Terminated Company Benefit Plans, the date of termination. True and correct copies of each of
the following have been made available to AEP with respect to each Current Company Benefit
Plan: (i) the three most recent annual reports (Form 5500) filed with the IRS, (ii) the plan
document, (iii) the trust agreement, if any, (iv) the most recent summary plan description if
required by ERISA, (v) the three most recent actuarial reports or valuations relating to each
Current Company Benefit Plan subject to Title IV of ERISA and (vi) the most recent
determination letter, if any, issued by the IRS with respect to any Current Company Benefit Plan
intended to be qualified under Section 401 of the Code.

(b) Material Adverse Changes. With respect to each Company Benefit Plan, no
event has occurred and, to the Knowledge of the Company, there exists no condition or set of
circumstances in connection with which the Company or any of its Subsidiaries could be subject
to any liability under the terms of such Company Benefit Plan, ERISA, the Code or any other
applicable Law, other than any condition or set of circumstances that could not reasonably be
expected to have a Material Adverse Effect on the Company.

(c) Qualified Status of Current Plans. Except as set forth in Section 4.12(c) of
the Company’s Disclosure Letter, each Current Company Benefit Plan intended to be qualified
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under Section 401 of the Code (i) satisfies in form the requirements of such Section, (i) has
received a favorable determination létter from the IRS regarding such qualified status, (iii) has
not, since receipt of the most recent favorable determination letter, been amended, and, (iv) to
the Knowledge of the Company, has not been operated in a way that would adversely affect its
qualified status.

(d) No Terminations of Current Plans. There has been no termination or partial
termination of any Current Company Benefit Plan within the meaning of Section 411(d)(3) of
the Code.

(e) Terminated Plans. Any Terminated Company Benefit Plan intended to have
been qualified under Section 401 of the Code received a favorable determination letter from the
IRS with respect to its termination.

(f) Claims. There are no actions, suits or claims pending (other than routine
claims for benefits) or, to the Knowledge of the Company, threatened against, or with respect to,
any Company Benefit Plan or its assets that could reasonably be expected to have a Matenal
Adverse Effect on the Company and, to the Knowledge of the Company, no facts or
circumstances exist that could give rise to any such actions, suits or claims.

(g) Pending Matters. To the Knowledge of the Company, there is no matter
pending (other than routine qualification determination filings) with respect to any Company
Benefit Plan before the IRS, the Department of Labor, the PBGC or other Governmental
Authority.

(h) Timely Contributions. Except as set forth in Section 4.12(h) of the
Company’s Disclosure Letter, all contributions required to be made to Company Benefit Plans
pursuant to their terms and the provisions of ERISA, the Code or any other applicable Law have
been timely made.

(i) Current Plans Subject to Title IV of ERISA. As to each Current Company
Benefit Plan subject to Title IV of ERISA, (i) there has been no event or condition that presents
a significant risk of plan termination, (ii) no accumulated funding deficiency, whether or not
waived, within the meaning of Section 302 of ERISA or Section 412 of the Code has been
incurred, (iii) no reportable event within the meaning of Section 4043 of ERISA (for which the
disclosure requirements of Regulation section 4043.1 et seq. promulgated by the PBGC have not
been waived) has occurred within six years prior to the date of this Agreement, (iv) no notice
of intent to terminate such Benefit Plan has been given under Section 4041 of ERISA, (v) no
proceeding has been instituted under Section 4042 of ERISA to terminate such Benefit Plan, (vi)
no liability to the PBGC has been incurred (other than with respect to required premium
payments) and (vii) the assets of such Benefit Plan equal or exceed the actuarial present value
of the benefit liabilities, within the meaning of Section 4041 of ERISA, under such Benefit Plan,
based upon reasonable actuarial assumptions and the asset valuation principles established by the

PBGC.
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" ()) Excess Parachute Payments. Except as set forth in Section 4.12j) of the
Company's Disclosure Letter-and except for any Retention Agreement not prohibited by Section
6.2(a), in connection with the consummation of the transactions contemplated by this Agreement,
no payments of money or other property, acceleration of benefits or provision of other rights have
been or will be made under any Current Company Benefit Plan that could reasonably be expected
to be nondeductible under Section 280G of the Code, whether or not some other subsequent
action or event would be required to cause such payment, acceleration or provision to be
triggered. -

(k) No Required Increase in Contributions. Except as set forth in Section 4.12(k)
of the Company’s Disclosure Letter, the execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby will not (i) require the Company or any
of its Subsidiaries to make a larger contribution to, or pay greater benefits or provide other rights
under, any Current Company Benefit Plan than it otherwise would, whether or not some other
subsequent action or event would be required to cause such payment or provision to be triggered
or (ii) create or give rise to any additional vested rights or service credits under any Current
Company Benefit Plan whether or not some other subsequent action or event would be required
to cause such creation or acceleration to be triggered.

(1) Intentionally Omitted.

(m) Retiree Benefits. Except as set forth in Section 4.12(m) of the Company's
Disclosure Letter, no Current Company Benefit Plan (other than a Company Benefit Plan
maintained outside the United States that is either fully insured or fully funded through a
retirement plan) provides retiree medical or retiree life insurance benefits to any Person and
neither the Company nor any of its Subsidiaries is contractually or otherwise obligated (whether
or not in writing) to provide any Person with life insurance or medical benefits upon retirement
or termination of employment, other than as required by the provisions of Sections 601 through
608 of ERISA and Section 4980B of the Code.

(n) Multiemployer Plans. Except as set forth in Section 5.1 of AEP’s Disclosure
Letter, neither the Company nor any member of its Controlled Group contributes or has an
obligation to contribute, and has not within six years prior to the date of this Agreement
contributed, had an obligation to contribute, or had any other liability to a multiemployer plan
within the meaning of Section 3(37) of ERISA.

(o) Collective Bargaining Contracts. Except as set forth in Section 4.12(o) of the
Company's Disclosure Schedule, (i) no collective bargaining agreement is being negotiated by
the Company or any of its Subsidiaries, (ii) there is no pending or, to the Knowledge of the
Company, threatened labor dispute, strike or work stoppage against the Company or any of its
Subsidiaries that could reasonably be expected to have a Material Adverse Effect on the
Company, (iii) to the Knowledge of the Company, neither the Company or any of its Subsidianes
nor any representative or employee of the Company or any of its Subsidiaries has in the United
States committed any Material unfair labor practices in connection with the operation of the
business of the Company and its Subsidiaries, and (iv) there is no pending or, to the Knowledge
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of the Company, threatened charge or complaint against the Company or any of its Subsidiaries
by the National Labor Relations Board or any comparable agency of any state of the United
States. :

(p) Funding of Certain Benefits. Except as set forth in Section 4.12(p) of the
Company’s Disclosure Letter, the Company has not contributed, transferred or otherwise provided
any cash, securities or other property to any grantee, trust, escrow or other arrangement that has
the effect of providing or setting aside assets for benefits payable pursuant to any termination,
severance or other change in control agrecement.

SECTION 4.13 Taxes. (a) Tax Retumns and Taxes. Except for such matters as
could not reasonably be expected to have a Material Adverse Effect on the Company, (i) all Tax
Returns that are required to be filed by or with respect to the Company or any of its Subsidiaries
on or before the Effective Time have been or will be timely filed, (ii) all Taxes that are due and
payable by the Company or any of its Subsidiaries on or before the Effective Time have been
or will be timely paid in fuil or adequate reserves have been established for the payment of such
Taxes, (iii) all withholding Tax requirements imposed on or with respect to the Company or any
of its Subsidiaries and that are required to be satisfied at or before the Effective Time have been
or will be satisfied in full in all respects and (iv) no penalty, interest or other charge is or will
become due with respect to the late filing of any such Tax Return or late payment of any Tax
by the Company or any of its Subsidiaries.

(b) Audits. Except as set forth in Section 4.13(b) of the Company's Disclosure
Letter, all Material Tax Returns required to be filed by the Company or any of its Subsidianies
have been audited (and such audit has become final) by the applicable Governmental Authority
or the applicable statute of limitations has expired for the period covered by such Tax Returns.

(c) Extensions of Time. Except as set forth in Section 4.13(c) of the Company's
Disclosure Letter, there is not in force any extension of time with respect to the due date for the
filing of any Material Tax Return required to be filed by the Company or any of its Subsidiaries
or any waiver or agreement for any extension of time for the assessment or payment of any Tax
due with respect to the period covered by any Tax Return filed, or required to be filed, by the
Company or any of its Subsidiartes.

(d) Claims. No Material issues have been raised by any Taxing authority in
connection with the audit or examination of any Tax Return filed, or required to be filed, by the
Company or any of its Subsidiaries, and there is no claim against the Company or any of its
Subsidiaries for any Taxes, and no assessment, deficiency or adjustment has been asserted or
proposed with respect to any Tax Return, that, in either case, could reasonably be expected to
have a Material Adverse Effect on the Company.

(e) Affiliated Group. Except as set forth in Section 4.13(e) of the Company's
Disclosure Letter, none of the Company and its Subsidiaries, during the last ten years, has been
a member of an affiliated group filing a consolidated Federal income Tax Return other than an
affiliated group of which the Company is the common parent.




EXHIBIT 4
Page 20 of 149

- SECTION 4.14 Environmental Matters. Except for matters disclosed in
Section 4.14 of the Company:s. Disclosure. Letter, or matters disclosed in the Company’s SEC
Reports filed with the Commission prior to the date hereof, and except for matters that,
individually or in the aggregate, could not reasonably be expected to have a Material Adverse
Effect on the Company, (a) the properties, operations and activities of the Company and its
Subsidiaries are in compliance with all applicable Environmental Laws; (b) the Company and its
Subsidiaries and the properties and operations of the Company and its Subsidiaries are not subject
to any existing, pending or, to the Knowledge of the Company, threatened action, suit,
investigation, inquiry or proceeding by or before any Court or Governmental Authority under any
Environmental Law; (c) all Permits, if any, required to be obtained or filed by the Company or
any of its Subsidiaries under any Environmental Law in connection with the business of the
Company and its Subsidiaries have been obtained or filed and are valid and currently in full force
and effect; (d) to the Knowledge of the Company, there has been no release of any hazardous
substance, pollutant or contaminant into the environment by the Company or its Subsidiaries or
in connection with their properties or operations; (e) to the Knowledge of the Company, there
has been no exposure of any Person or property to any hazardous substance, pollutant or
contaminant in connection with the properties, operations and activities of the Company and its
Subsidiaries; and (f) the Company and its Subsidiaries have made available to AEP all internal
and external environmental audits and studies and all correspondence on substantial
environmental matters (in each case relevant to the Company or any of its Subsidiaries) in the
possession of the Company or its Subsidiaries.

SECTION 4.15 Insurance. The Company and its Subsidianies own and are, and
have been continuously since January 1, 1993, beneficiaries under all such insurance policies
underwritten by reputable insurers that, as to risks insured, coverages and related limits and
deductibles, are customary in the industries in which the Company and its Subsidiaries operate.
Except as disclosed in Section 4.15 of the Company's Disclosure Letter, neither the Company nor
any of it Subsidiaries has received any notice of cancellation or termination of any Material
insurance policy as to which it is a named beneficiary. All Material insurance policies of the
Company and its Subsidiaries are valid and enforceable against the underwriters thereof in
accordance with their terms, except as the same may be limited by legal principles of general
applicability governing the application and availability of equitable remedies.

SECTION 4.16 Pooling; Tax Matters. Neither the Company nor, to the
Knowledge of the Company, any of its Affiliates has taken or agreed to take any action that
would prevent the Merger from being treated as a “pooling of interests” in accordance with
generally accepted accounting principles and the Regulations of the Commission or from
constituting a reorganization within the meaning of section 368(a) of the Code.

SECTION 4.17 Affiliates. Section 4.17 of the Company's Disclosure Letter
contains a true and complete list of all Persons who, to the Knowledge of the Company, may be
deemed to be “affiliates” of the Company as such term is used in Rule 145 under the Securities
Act, including all directors and executive officers of the Company.
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'SECTION 4.18 Opinion of Financial Advisor. The Company has received the
opinion of Morgan Stanley & ‘Co. Iricorporated on the date of this Agreement to the effect that
the consideration to be received by the holders of Company Common Stock in the Merger is fair,
from a financial point of view, to such holders.

SECTION 4.19 Brokers. Except as set forth in Section 4.19 of the Company's
Disclosure Letter, no broker, finder or investment banker (other than Morgan Stanley & Co.
Incorporated) is entitled to any brokerage, finder's or other fee or tcommission in connection with
the transactions contemplated by this Agreement based upon arrangements made by or on behalf
of the Company. Prior to the date of this Agreement, the Company has made available to AEP
complete and correct copies of all agreements between the Company and Morgan Stanley & Co.
Incorporated pursuant to which such firm will be entitled to any payment relating to the
transactions contemplated by this Agreement.

SECTION 4.20 Vote Reguired. The approval by the holders of a majority of the
votes entitled to be cast by holders of the Company Common Stock, with each share of Company
Common Stock being entitled to one vote per share, is the only vote of the holders of any class
or series of capital stock of the Company or any of its Subsidiaries required to approve the
Merger, this Agreement or the transactions contemplated hereby (the “Required Company Vote”).

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE AEP COMPANIES
The AEP Companies hereby represent and warrant to the Company that:

SECTION 5.1 Organization_and Qualification; Subsidiaries. AEP and each
Subsidiary of AEP are legal entities duly organized, validly existing and in good standing under
the Laws of their respective jurisdictions of incorporation or organization, have all requisite
power and authority to own, lease and operate their respective properties and to carry on their
respective businesses as they are now being conducted and are duly qualified and in good
standing to do business in each jurisdiction in which the nature of the business conducted by
them or the ownership or leasing of their respective properties makes such qualification
necessary, other than any matters, including the failure to be so duly qualified and in good
standing, that could not reasonably be expected to have a Material Adverse Effect on AEP.
Section 5.1 of AEP's Disclosure Letter sets forth, as of the date of this Agreement, a true and
complete list of all of the directly or indirectly owned Subsidiaries of AEP, together with (A) the
jurisdiction of incorporation of each Subsidiary and the percentage of each Subsidiary's
outstanding voting securities owned by AEP or another Subsidiary of AEP, and (B) an indication
of whether each such Subsidiary is a Significant Subsidiary. Except as set forth in Section 5.1
of AEP’s Disclosure Letter, neither AEP nor any of its Subsidiaries owns an equity interest in
any other partnership or joint venture arrangement or other business entity that is Matenal to
AEP. :
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"SECTION 5.2 Certificate of Incorporation and Bylaws. AEP has heretofore
marked for identification and furnished 'to the Company complete and correct copies of the
certificate of incorporation and the bylaws or the equivalent organizational documents, in each
case as amended or rcstated to the date hereof, of AEP, Newco and each of AEP’s Significant
Subsidiaries. Neither AEP, Newco, nor any of AEP’s Significant Subsidiaries is in violation of
any of the provisions of its certificate of incorporation or bylaws (or equivalent organizational
documents).

SECTION 5.3 Capitalization. (a) AEP Common Stock. The authorized capital
stock of AEP consists of 300,000,000 shares of AEP Common Stock of which as of the date
hereof: (A) 189,989,989 shares were issued and outstanding, all of which are duly authorized,
validly issued, fully paid and nonassessable and not subject to preemptive rights created by
statute, AEP's certificate of incorporation or bylaws or any agreement to which AEP is a party
or is bound and (B) 51,581,493 shares were reserved for future issuance in the amounts and for
the purposes set forth in Section 5.3(a) of AEP's Disclosure Letter.

(b) Reserved Shares. Except for shares to which reference is made in Section
5.3(a), no shares of AEP Common Stock are reserved for issuance, and there are no contracts,
agreements, commitments or arrangements obligating AEP to (i) offer, sell, issue or grant any
Equity Securities of AEP, (ii) to redeem, purchase or acquire, or offer to purchase or acquire, any
outstanding Equity Securities of AEP or (iii) grant any Lien on any shares of capital stock of
AEP.

(c) Subsidiary Stock. The authorized, issued and outstanding capital stock of, or
other equity interests in, each of AEP's Significant Subsidiaries and Newco are set forth in
Section 5.3(c) of AEP's Disclosure Letter. Except as set forth in Section 5.3(c) of AEP's
Disclosure Letter, (i) all the issued and outstanding common stock of each of AEP's Significant
Subsidiaries and Newco is owned, directly or indirectly, by AEP; (ii) all the issued and
outstanding shares of each class of capital stock of, or other equity interests in, each of the
Significant Subsidiaries of AEP and Newco have been duly authorized and are validly issued,
and, with respect to capital stock, are fully paid and nonassessable, and were not issued in
violation of any preemptive or similar rights of any past or present equity holder of such
Significant Subsidiary; (iii) all such issued and outstanding shares, or other equity interests, that
are indicated as owned by AEP, Newco or one of its Subsidiaries in Section 5.3(c) of AEP’s
Disclosure Letter are owned (A) beneficially as set forth therein and (B) free and clear of all
Liens; (iv) no shares of capital stock of, or other equity interests in, any Significant Subsidiary
of AEP or Newco are reserved for issuance; and (v) there are no contracts, agreements,
commitments or arrangements obligating AEP or any of its Significant Subsidiaries or Newco
(A) to offer, sell, issue, grant, pledge, dispose of or encumber any Equity Securities of any of
the Significant Subsidiaries of AEP or Newco or (B) to redeem, purchase or acquire, or offer to
purchase or acquire, any outstanding Equity Securities of any of the Significant Subsidiaries of
AEP or Newco or (C) to grant any Lien on any outstanding shares of capital stock of, or other
equity interest in, any of the Significant Subsidiaries of AEP or Newco.
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(d) Adverse Clain.s. There are no voting trusts, proxies or other agreements,
commitments or understandirigs -of any character-to which AEP or any of its Subsidiaries is a
party or by which AEP or any of its Subsidiaries is bound with respect to the voting of any
shares of capital stock of AEP, any of its Significant Subsidiaries or Newco, with respect to the
registration of the offering, sale or delivery of any shares of capital stock of AEP or any of its
Significant Subsidiaries or Newco under the Securities Act or otherwise relating to any shares
of capital stock of AEP, any of its Significant Subsidiaries or Newco.

SECTION 5.4 Authorization of Agreement. Each of AEP and Newco has all
requisite corporate power and authority to execute and deliver this Agreement and each
instrument required hereby to be executed and delivered by it at the Closing and, subject to
obtaining the Required AEP Vote, to perform its obligations hereunder and thereunder and to
consummate the transactions contemplated hereby. The execution and delivery by each of AEP
and Newco of this Agreement and each instrument required hereby to be executed and delivered
by it at the Closing and the performance of their respective obligations hereunder and thereunder
have been duly and validly authorized by all requisite corporate action on the part of AEP and
Newco (other than the Required AEP Vote). This Agreement has been duly executed and
delivered by AEP and Newco and (assuming due authorization, execution and delivery hereof by
the Company) constitutes a legal, valid and binding obligation of each of AEP and Newco,
enforceable against each of them in accordance with its terms, except as the same may be limited
by legal principles of general applicability governing the application and availability of equitable
remedies.

SECTION 5.5 Regulation and Approvals. (a) Utility Regulation. AEP is a
public utility holding company registered under, and subject to the provisions of, the Holding
Company Act, and AEP is the parent, owning all the outstanding common stock, of seven
Domestic Public Utility Companies: (i) APCo, which provides regulated retail electricity service
in the States of Virginia and West Virginia and which is also regulated in the State of Tennessee;
(i) CSPCo, which provides regulated retail electricity service in the State of Ohio; (iii) 1&M,
which provides regulated retail electricity service in the States of Indiana and Michigan;
(iv) KEPCo, which provides regulated retail electricity service in the State of Kentucky; (v) KPC,
which provides regulated retail electricity service in the State of Tennessee; (vi) OPCo, which
provides regulated retail electricity service in the State of Ohio and which is also regulated in the
State of West Virginia and (vii) WPC, which provides regulated retail electricity service in the
State of West Virginia. In addition, AEP indirectly owns 50% of Yorkshire Electricity Group
plc, a regulated regional electricity company in the United Kingdom (“Yorkshire™). Yorkshire
is a Foreign Utility Company. Except for regulation of the aforesaid companies by FERC under
the Federal Power Act, by the Commission under the Holding Company Act and by said states
and as set forth in Section 5.5(a) of AEP's Disclosure Letter, neither AEP nor any of its
Subsidiaries is subject to regulation as a public utility or a public service company (or similar
designation) by any state in the United States or any municipality or other political subdivision
of any state, by the United States or by any Governmental Authority of the United States or by
any foreign country.
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(b) Approvals. Except for the applicable requircments set forth in Section 5.5(b)
of AEP's Disclosure Letter, no declaration, filing or registration with, no waiting period imposed
by and no Permit or Order of, any Governmental Authority is required under any Law,
Regulation or Order applicabic to AEP or any of its Subsidiaries to permit AEP or Newco to
execute, deliver or perform this Agreement or any instrument required hereby to be executed and
delivered by either of them at the Closing, the failure to obtain which could reasonably be
expected to have a Material Adverse Effect on AEP.

SECTION 5.6 No Violation. Assuming receipt of all Permits and Orders
indicated as required in Section 5.5(b) and receipt of the Required AEP Vote, neither the
execution and delivery by AEP or Newco of this Agreement or any instrument required hereby
to be executed and delivered by either of them at the Closing nor the performance by AEP or
Newco of their respective obligations hereunder or thereunder will (a) violate or breach the terms
of or cause a default under, or resuit in the termination of, or accelerate the performance required
by, or result in a right of termination, cancellation or acceleration of any obligation under, or
result in the creation of any lien, security interest, charge or encumbrance upon, any of the
properties or assets of AEP or any of its Subsidiaries under (i) any Law, Regulation, Permit or
Order applicable to AEP or any of its Subsidiaries, (ii) the certificate of incorporation or bylaws
or similar organizational documents of AEP or any of its Subsidiaries or (iii) any note, bond,
mortgage, indenture, deed of trust, license, franchise, concession, lease, contract or agreement to
which AEP or any of its Subsidiaries is a party or by which it or any of its properties or assets
is bound, or (b) with the passage of time, the giving of notice or the taking of any action by a
third Person, have any of the effects set forth in clause (a) of this Section, except in any such
case for any matters described in clauses (i) and (iii) of this Section that could not reasonably
be expected to have a material adverse effect upon the ability of AEP or Newco to perform their
respective obligations under this Agreement or a Material Adverse Effect on AEP. Prior to the
execution of this Agreement, the Board of Directors of AEP has taken all necessary action to
cause this Agreement and the transactions contemplated hereby to be exempt from the provisions
of Section 912 of the New York Law.

SECTION 5.7 Reports. (a) Reports. Since January I, 1993, AEP and its
Subsidiaries have filed or caused to be filed (i) all SEC Reports of AEP or any of its Subsidiaries
required to be filed with the Commission and (ii) all other Reports of AEP or any of its
Subsidiaries required to be filed with any other Governmental Authorities, including the FERC,
the Commission (under the Holding Company Act), the NRC and State Regulatory Commissions,
except where the failure to file any such Reports of AEP or any of its Subsidiaries could not
reasonably be expected to have a Material Adverse Effect on AEP. AEP has made available to
the Company a true and complete copy of each such SEC Report. The Reports of AEP and its
Subsidiaries, including all those filed after the date of this Agreement and prior to the Effective
Time, (i) were or will be prepared in all material respects in accordance with the requirements
of applicable Law and (ii), in the case of the SEC Reports of AEP and its Subsidiaries, did not
at the time they were filed, or will not at the time they are filed, contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary in
order to make the statements’ therein, in the light of the circumstances under which they were

made, not misleading.
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- (b) Financial Statements. The AEP Consolidated Financial Statements and any
consolidated financial statements of AEP (including any related notes thereto) contained in any
SEC Reports of AEP or any of its Subsidiaries filed with the Commission after the date of this
Agreement (i) have been or will have been prepared in accordance with the published Regulations
of the Commission and in accordance with GAAP (except (A) to the extent required by changes
in GAAP, (B) with respect to unaudited financial statements as permitted by Form 10-Q and
(C), with respect to SEC Reports of AEP filed prior to the date of this Agreement, as may be
indicated in the notes thereto) and (ii) fairly present the consolidated financial position of AEP
and its Subsidiaries as of the respective dates thereof and the consolidated resuits of their
operations and cash flows for the periods indicated (including, in the case of any unaudited
interim financial statements, reasonable estimates of normal and recurring year-end adjustments).

(c¢) No Omissions. Except for matters disclosed in Section 5.7(c) of AEP's
Disclosure Letter, or matters disclosed in AEP's SEC Reports filed with the Commission prior
to the date hereof, there exist no liabilities or obligations of AEP and its Subsidiaries, whether
accrued, absolute, contingent or threatened, that would be required to be reflected, reserved for
or disclosed under GAAP in consolidated financial statements of AEP as of and for the period
ended on the dates on which this representation and warranty is made or deemed to be made,
other than (i) habilities or obligations that are adequately reflected, reserved for or disclosed in
AEP's Consolidated Financial Statements, (ii) liabilities or obligations incurred in the ordinary
course of business of AEP consistent with past practice since September 30, 1997, (i11) liabilities
or obligations the incurrence of which would not have been prohibited by Section 6.1 or 6.2(b)
had such sections been in effect since September 30, 1997 and (iv) other liabilities and
obligations that could not reasonably be expected to have a Matenial Adverse Effect on AEP.

SECTION 5.8 No Material Adverse Effect; Conduct. (a) Material Adverse
Changes. Except as set forth in Section 5.8(a) of AEP’s Disclosure Letter, since September 30,
1997, no event (other than any event that is of general application to the electric utility industry
in the United States or the United Kingdom) has occurred that, individually or together with other
similar events, has had, and to the Knowledge of AEP, no fact or condition (other than any fact
or condition that is of general application to the electric utility industry in the United States or
the United Kingdom) exists that could reasonably be expected to have, a Material Adverse Effect
on AEP.

(b) Proscribed Conduct. Except as set forth in Section 5.8(b) of AEP's Disclosure
Letter, during the period from September 30, 1997 to the date of this Agreement, neither AEP
nor any of its Subsidiaries has failed to conduct its business. in the ordinary course consistent
with past practice, other than any conduct that would not have been prohibited by Section 6.1
or Section 6.2(b) had such sections been in effect since September 30, 1997.

SECTION 5.9 Pemnits; Compliance. (a) General. To the Knowledge of AEP,
AEP and its Subsidiaries have obtained all Orders and Permits that are necessary to carry on their
businesses as currently conducted, except for any such Orders or Permits that the failure to
possess, individually or in the aggregate, could not reasonably be expected to have a Matenal
Adverse Effect on AEP. All such Orders and Permits are in full force and effect, have not been
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violated in any respect that could reasonably be expected to have a Material Adverse Effect on
AEP and no suspension, revocation or cancellation thereof has occurred or, to the Knowledge of
AEP, been threatened and there is no action, proceeding or investigation pending or, to the
Knowledge of AEP, threatened regarding suspension, revocation or cancellation of any of such
Permits or Orders, except where the suspension, revocation or cancellation of such Permits or
Orders could not reasonably be expected to have a Material Adverse Effect on AEP.

(b) Cook Nuclear Plant. A Subsidiary of AEP is'the owner of the Cook Nuclear
Plant. Except as set forth in Section 5.9(b) of AEP's Disclosure Letter, to the Knowledge of AEP,
the operations of the Cook Nuclear Plant have at all times been conducted in compliance with
applicable health, safety, regulatory and other legal requirements, except where the failure to be
so in compliance in the aggregate could not reasonably be expected to have a Material Adverse
Effect on AEP. Except as set forth in Section 5.9(b) of AEP’s Disclosure Letter, to the
Knowledge of AEP, the operations of the Cook Nuclear Plant are not the subject of any
outstanding notices of violation or requests for information from the NRC or any other agency
with jurisdiction over such facility. To the Knowledge of AEP, AEP maintains, and is in
compliance with, an emergency plan designed to protect the health and safety of the public in
the event of an unplanned release of radioactive materials from the Cook Nuclear Plant, and the
NRC has determined that such plan is in compliance with its requirements. To the Knowledge
of AEP, liability insurance to the full extent required by law for operating nuclear facilities
remains in full force and effect with respect to the Cook Nuclear Plant, and the amount of such
insurance has been approved by the NRC. To the Knowledge of AEP, plans for the
decommissioning of the Cook Nuclear Plant, and for the storage of spent nuclear fuel, conform
with the requirements of applicable law, and the owner of such facility has funded such plans to
the extent required by Law.

SECTION 5.10 Litigation; Compliance with Laws. There are no actions, suits,
investigations or proceedings (including any proceedings in arbitration) pending or, to the
Knowledge of AEP, threatened against AEP or any of its Subsidiaries, at law or in equity, in any
Court or before or by any Governmental Authority, except actions, suits or proceedings that (a)
are fully and accurately disclosed in AEP's SEC Reports filed with the Commission prior to the
date hereof, (b) are set forth in Section 5.10 or Section 5.14 of AEP's Disclosure Letter or (c)
individually or, with respect to multiple actions, suits or proceedings that allege similar theories
of recovery based on similar facts, in the aggregate, could not reasonably be expected to have
a Material Adverse Effect on AEP. Except as set forth in Section 5.10 of AEP’s Disclosure
Letter, there are no Material claims pending or, to the Knowledge of AEP, threatened by any
Persons against AEP or any of its Subsidiaries for indemnification pursuant to any statute,
organizational document, contract or otherwise with respect to any action, suit, investigation or
proceeding pending in any Court or before or by any Governmental Authority. Except as set
forth in Section 5.10 of AEP's Disclosure Letter, AEP and its Subsidiaries are in substantial
compliance with all applicable Laws and Regulations and are not in default with respect to any
Order applicable to AEP or any of its Subsidiaries, except such events of noncompliance or
defaults that, individually or in the aggregate, could not reasonably be expected to have a
Material Adverse Effect on AEP.”  ~
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SECTION 5.11 Ownership of Company Common Stock. Neither AEP nor any
of its Affiliates “beneficially own” (as such term is defined for purposes of Section 13(d) of the
Exchange Act) any shares of Company Common Stock.

SECTION 5.12 Employee Benefit Plans. (a) Listing. Each AEP Benefit Plan
is listed in Section 5.12(a) of AEP's Disclosure Letter, including, with respect to Terminated AEP
Benefit Plans, the datc of termination. True and correct copies of each of the following have
been made available to the Company with respect (o each Current’ AEP Benefit Plan: (i) the three
most recent annual reports (Form 5500) filed with the IRS, (ii) the plan document, (iti) the trust
agreement, if any, (iv) the most recent summary plan description if required by ERISA, (v) the
three most recent actuarial reports or valuations relating to each Current AEP Benefit Plan subject
to Title IV of ERISA and (vi) the most recent determination letter, if any, issued by the IRS with
respect to any Current AEP Benefit Plan intended to be qualified under Section 401 of the Code.

(b)  Matenal Adverse Changes. With respect to each AEP Benefit Plan, no
event has occurred and, to the Knowledge of AEP, there exists no condition or set of
circumstances in connection with which AEP or any of its Subsidiaries could be subject to any
liability under the terms of such AEP Benefit Plan, ERISA, the Code or any other applicable
Law, other than any condition or set of circumstances that could not reasonably be expected to
have a Material Adverse Effect on AEP.

(c)  Qualified Status of Current Plans. Except as set forth in Section 5.12(c)
of AEP’s Disclosure Letter, each Current AEP Benefit Plan intended to be qualified under
Section 401 of the Code (i) satisfies in form the requirements of such Section, (ii) has received
a favorable determination letter from the IRS regarding such qualified status, (iii) has not, since
receipt of the most recent favorable determination letter, been amended, and, (iv) to the
Knowledge of AEP, has not been operated in a way that would adversely affect its qualified
status.

(d) No Termination of Current Plans. Except as set forth in Section 5.12(d)
of AEP’s Disclosure Letter, there has been no termination or partial termination of any Current
AEP Benefit Plan within the meaning of Section 411(d)(3) of the Code.

(e) Terminated Plans. Any Terminated AEP Benefit Plan intended to have
been qualified under Section 401 of the Code received a favorable determination letter from the
IRS with respect to its termination.

® Claims. There are no actions, suits or claims pending (other than routine
claims for benefits) or, to the Knowledge of AEP, threatened against, or with respect to, any AEP
Benefit Plan or its assets that could reasonably be expected to have a Material Adverse Effect
on AEP and, to the Knowledge of AEP, no facts or circumstances exist that could give rise to
any such actions, suits or claims.

9
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-,' (z)  Pending Matters. To the Knowledge of AEP, there is no matter pending
(other than routine-qualification- determination. filings) with respect to any AEP Benefit Plan
before the IRS, the Department of Labor, the PBGC or other Government Authority.

(h) Timely Contributions. All contributions required to be made to AEP
Benefit Plans pursuant to their terms and the provisions of ERISA, the Code or any applicable
Law have been timely made.

(1) Current Plans Subject to Title IV of ERISA. As to each Current AEP
Benefit Plan subject to Title IV of ERISA, (i) there has been no event or condition that presents
a significant risk of plan termination, (ii) no accumulated funding deficiency, whether or not
waived, within the meaning of Section 302 of ERISA or Section 412 of the Code has been
incurred, (iit) no reportable event within the meaning of Section 4043 of ERISA (for which the
disclosure requirements of Regulation section 4043.1 et seq. promulgated by the PBGC have not
been walved) has occurred within six years prior to the date of this Agreement, (iv) no notice
of intent to terminate such Benefit Plan has been given under Section 404! of ERISA, (v) no
proceeding has been instituted under Section 4042 of ERISA to terminate such Benefit Plan, (vi)
no liability to the PBGC has been incurred (other than with respect to required premium
payments) and (vii) the assets of such Benefit Plan equal or exceed the actuarial present value
of the benefit liabilities, within the meaning of Section 4041 of ERISA, under such Benefit Plan,
based upon reasonable actuarial assumptions and the asset valuation principles established by the
PBGC.

€)) Excess Parachute Payments. Except as set forth in Section 5.12(j) of AEP's
Disclosure Letter, in connection with the consummation of the transactions contemplated by this
Agreement, no payments of money or other property, acceleration of benefit or provision of other
rights have been or will be made under any Current AEP Benefit Plan that could be reasonably
be expected to be nondeductible under Section 280G of the Code, whether or not some other
subsequent action or event would be required to cause such payment, acceleration or provision
to be triggered.

(k)  No Required Increase in Contributions. The execution and delivery of this
Agreement and the consummation of the transactions contemplated hereby will not (i) require
AEP or any of its Subsidiaries to make a larger contribution to, or pay greater benefits or provide
other rights under, any Current AEP Benefit Plan than it otherwise would, whether or not some
other subsequent action or event would be required to cause such payment or provision to be
triggered or (ii) create or give rise to any additional vested rights or service credits under any
Current AEP Benefit Plan, whether or not some other subsequent action or event would be
required to cause such creation or acceleration to be triggered.

Q) Intentionally Omitted.

(m) Retiree Benefits. Except as set forth in Section 5.12(m) of AEP's
Disclosure Letter, no Current AEP Benefit Plan (other than an AEP Benefit Plan maintained
outside the United States that is either fully insured or fully funded through a retirement plan)

24

111

\




EXHIBIT 4
Page 29 of 149

provides retiree medical or retiree life insurance benefits to any Person and neither AEP nor any
of its Subsidiaries is contractually or otherwise obligated (whether or not in writing) to provide
any Person with life insurance or medical benefits upon retirement or termination of employment,
other than as required by the provisions of Sections 601 through 608 of ERISA and
Section 4980B of the Code. ‘

(n) Multiemployer Plans. Except as set forth in Section 5.12(n) of AEP’s
Disclosure Letter, neither AEP nor any member of its Controlled Group contributes or has an
obligation to contribute, and has not within six years prior to the date of this Agreement
contributed, had an obligation to contribute, or had any other liability to a multiemployer plan
within the meaning of Section 3(37) of ERISA. Neither AEP nor any member of its Controlled
Group participate in any multiemployer plan with withdrawal liability on the date hereof which
could reasonably be expected to have a Material Adverse Effect on AEP.

(o)  Collective Bargaining Contiacts. Except as set forth in Section 5.12(0) of
AEP's Disclosure Schedule, (i) no collective bargaining agreement is being negotiated by AEP
or any of its Subsidiaries, (ii) there is no pending or, to the Knowledge of AEP, threatened labor
dispute, strike or work stoppage against AEP or any of its Subsidiaries that could reasonably be
expected to have a Material Adverse Effect on AEP, (iii) to the Knowledge of AEP, neither AEP
or any of its Subsidiaries nor any representative or employee of AEP or any of its Subsidiaries
has in the United States committed any Material unfair labor practices in connection with the
operation of the business of AEP and its Subsidiaries, and (i) there is no pending or, to the
Knowledge of AEP, threatened charge or complaint against AEP or any of its Subsidiaries by the
National Labor Relations Board or any comparable agency of any state of the United States.

SECTION 5.13 Taxes. (a) Tax Returns and Taxes. Except for such matters as
could not reasonably be expected to have a Material Adverse Effect on AEP, (i) all Tax Returns
that are required to be filed by or with respect to AEP or any of its Subsidiaries on or before the
Effective Time have been or will be timely filed, (ii) all Taxes that are due and payable by AEP
or any of its Subsidiaries on or before the Effective Time have been or will be timely paid in full
or adequate reserves have been established for the payment of such Taxes, (iii) all withholding
Tax requirements imposed on or with respect to AEP or any of its Subsidiaries and that are
required to be satisfied at or before the Effective Time have been or will be satisfied in full in
all respects and (iv) no penalty, interest or other charge is or will become due with respect to the
late filing of any such Tax Retumn or late payment of any Tax by AEP or any of its Subsidiaries.

(b) Audits. Except as set forth in Section 5.13(b) of AEP's Disclosure Letter, all
Material Tax Returns required to be filed by AEP or any of its Subsidiaries have been audited
(and such audit has become final) by the applicable Governmental Authority or the applicable
statute of limitations has expired for the period covered by such Tax Returns.

(c) Extension of Time. Except as set forth in Section 5.13(c) of AEP's Disclosure
Letter, there is not in force any extension of time with respect to the due date for the filing of
any Material Tax Retum required’to be filed by AEP or any of its Subsidiaries or any waiver or
agreement for any extension of time for the assessment or payment of any Tax due with respect
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to the perio'dvcoycred b)i any Tax Return filed, or required to be filed, by AEP or any of its
Subsidiaries. A I ST TI S

(d) Claims. No Material issues have been raised by any Taxing authority in
connection with the audit or examination of any Tax Retumn filed, or required to be filed, by AEP
or any of its Subsidiaries, and there is no claim against AEP or any of its Subsidiaries for any
Taxes, and no assessment, deficiency or adjustment has been asserted or proposed with respect
to any Tax Return, that, in either case, could reasonably be expected to have a Material Adverse
Effect on AEP.

(e) Affiliated Group. Except as set forth in Section 5.13(e) of AEP's Disclosure
Letter, none of AEP and its Subsidiaries, during the last ten years, has been a member of an
affiliated group filing a consolidated Federal income Tax Return other than an affiliated group
of which AEP is the common parent.

SECTION 5.14 Environmental Matters. Except for matters disclosed in
Section 5.14 of AEP's Disclosure Letter, or matters disclosed in AEP’s SEC Reports filed with
the Commission prior to the date hereof, and except for maiters that, individually or in the
aggregate, could not reasonably be expected to have a Material Adverse Effect on AEP, (a) the
properties, operations and activities of AEP and its Subsidiaries are in compliance with all
applicable Environmental Laws; (b) AEP and its Subsidiaries and the properties and operations
of AEP and its Subsidiaries are not subject to any existing, pending or, to the Knowledge of
AEP, threatened action, suit, investigation, inquiry or proceeding by or before any Court or
Governmental Authority under any Environmental Law; (c) all Permits, if any, required to be
obtained or filed by AEP or any of its Subsidiaries under any Environmental Law in connection
with the business of AEP and its Subsidiaries have been obtained or filed and are valid and
currently in full force and effect; (d) to the Knowledge of AEP, there has been no release of any
hazardous substance, pollutant or contaminant into the environment by AEP or its Subsidiaries
or in connection with their properties or operations; (e) to the Knowledge of AEP, there has
been no exposure of any Person or property to any hazardous substance, pollutant or contaminant
in connection with the properties, operations and activities of AEP and its Subsidiaries; and (f)
AEP and its Subsidiaries have made available to the Company all internal and external
environmental audits and studies and all correspondence on substantial environmental matters (in
each case relevant to AEP or any of its Subsidiaries) in the possession of AEP or its Subsidiaries.

SECTION 5.15 Insurance. AEP and its Subsidiaries own and are, and have been
continuously since January 1, 1993, beneficiaries under all such insurance policies underwritten
by reputable insurers that, as to risks insured, coverages and related limits and deductibles, are
customary in the industries in which AEP and its Subsidiaries operate. Except as disclosed in
Section 5.15 of AEP's Disclosure Letter, neither AEP nor any of it Subsidiaries has received any
notice of cancellation or termination of any Material insurance policy as to which it is a named
beneficiary. All Material insurance policies of AEP and its Subsidiaries are valid and enforceable
against the underwriters thereof in accordance with their terms, except as the same may be
limited by legal principles of general applicability governing the application and availability of
equitable remedies.
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‘SECTION 5.16 Pooling; Tax Matters. Neither AEP nor, to the Knowledge of
AEP, any of its Affiliates has taken or agreed to take any action that would prevent the Merger
from being treated as a “pooling of-interests™ in accordance with generally accepted accounting
principles and the Regulations of the Commission or from constituting a reorganization within
the meaning of section 368(a) of the Code.

SECTION 5.17 Affiliates. Section 5.17 of AEP's Disclosure Letter contains a true
and complete list of all Persons who, to the Knowledge of AEP, may be deemed to be “affiliates”
of AEP as such term is used under Rule 145 under the Securities Act, including all directors and
executive officers of AEP.

SECTION 5.18 Opinion of Financial Advisor. AEP has received the opinion of
Salomon Smith Barney on the date of this Agreement to the effect that the consideration to be
paid by AEP in the Merger is fair, from a financial point of view, to AEP.

SECTION 5.19 Brokers. Except as set forth in Section 5.19 of AEP's Disclosure
Letter, no broker, finder or investment banker (other than Salomon Smith Barney) is entitled to
any brokerage, finder's or other fee or commission in connection with the transactions
contemplated by this Agreement based upon arrangements made by or on behalf of AEP. Prior
to the date of this Agreement, AEP has made available to the Company complete and correct
copies of all agreements between AEP and Salomon Smith Bamey pursuant to which such firm
will be entitled to any payment relating to the transactions contemplated by this Agreement.

SECTION 5.20 Vote Required. The affirmative vote of holders of a majority of
the outstanding shares of AEP Common Stock is the only vote of holders of any class or series
of capital stock of AEP necessary to approve the amendment to the restated certificate of
incorporation of AEP in order to increase the number of authorized shares of AEP Common
Stock to be issued in the Merger (the “Charter Amendment”); and the affirmative vote of holders
of shares of AEP Common Stock representing a majority of the total votes cast at a meeting of
the holders of outstanding shares of AEP Common Stock is the only vote of the holders of any
class or series of AEP capital stock necessary under the rules of the NYSE to approve the
issuance of shares of AEP Common Stock to be issued in the Merger (the “Share Issuance™).
Such votes of the holders of shares of AEP Common Stock necessary to approve the Charter
Amendment and the Share Issuance are hereinafter collectively referred to as the “Required AEP
Vote” and are the only votes of the holders of any class or series of capital stock of AEP or its
Subsidiaries required to approve the Merger, this Agreement or the transactions contemplated
hereby, except for the vote of AEP as the sole stockholder of Newco. AEP, in its capacity as
sole stockholder of Newco, has approved this Agreement and the transactions contemplated

hereby.

SECTION 5.21 No Business Activities. Newco was organized solely for the
purpose of the transactions contemplated hereby and has not conducted any activities other than
in connection with the organization of Newco, the negotiation and execution of this Agreement
and the consummation of the transaction contemplated hereby. Newco has no Subsidiaries.

-
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ARTICLE VI

LAY SR S SRR TR - Aud T

COVENANTS

SECTION 6.1 Affirmative Covenants. Each of the Company and AEP hereby
covenants and agrees that, prior to the Effective Time, unless otherwise expressly contemplated
by this Agreement or consented to in writing by the other, it will and will cause its Subsidiaries
to:

(a) operate its business in the ordinary course consistent with past or then
current industry practices;

- (b) use all commercially reasonable efforts to preserve substantially intact its
business organization and goodwill, maintain its rights and franchises, retain the services
of its respective key employees and maintain its goodwill and relationships with its
respective customers and suppliers;

(c)  maintain and keep its properties and assets in as good repair and condition
as at present, ordinary wear and tear excepted, and maintain supplies and inventories in
quantities consistent with its customary business practice;

(d) use all commercially reasonable efforts to keep in full force and effect
insurance and bonds comparable in amount and scope of coverage to that currently
maintained;

(e) use all commercially reasonable efforts to maintain in effect all existing
Orders and Permits pursuant to which such party or its Subsidiaries operate, and timely
to apply for and obtain any additional Orders and Permits that are or will be required for
the current or currently planned operations of such party or its Subsidiaries; and

) consult and confer with one another on a frequent and reasonable basis in
order to ensure compliance with the covenants contained in this Agreement and otherwise
as necessary to consummate and make effective the transactions contemplated by this
Agreement, provided, that, except as otherwise expressly set forth herein, AEP and the
Company shall each retain discretion and control over its affairs;

except for any matters that, individually or in the aggregate, could not reasonably be expected
to have a Material Adverse Effect on the Company or AEP, as the case may be, provided, that,
no action by the Company or its Subsidiaries or AEP or its Subsidiaries, as the case may be, with
respect to matters specifically addressed by any provision of Section 6.2 shall be deemed a
breach of this Section 6.1 unless such action would constitute a breach of one or more of such
provisions of Section 6.2. '

SECTION 6.2 Negative Covenants. (a) Company Covenants. The Company
covenants and agrees that, except as expressly otherwise contemplated by this Agreement or
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Section 6.2(a) of the Company's Disclosure Letter or otherwise consented to in writing by AEP,
which consent shall not be unreasonably’ withheld, from the date of this Agreement until the
Closing, it will not do, and will not permit any of its Subsidiaries to do, any of the following:

(i} (A) increase the compensation payable to or to become payable to any
director or executive officer; (B) grant any severance or termination pay; (C) amend or
otherwise modify the terms of any outstanding options, warrants or rights, the effect of
which shall be to make such terms more favorable to the holders thereof; (D) take any
action to accelerate the vesting of any outstanding Company stock options, (E) amend or
take any other actions to increase the amount or accelerate the payment or vesting of any
benefit under any Benefit Plan (including the acceleration of vesting, waiving of
performance criteria or the adjustment of awards or any other actions permitted upon a
change in control of such party or upon a filing under Section 13(d) or 14(d) of the
Exchange Act with respect to such party), or (F) contribute, transfer or otherwise provide
any cash, securities or other property to any grantee, trust, escrow or other arrangement
that has the effect of providing or setting aside assets for benefits payable pursuant to any
termination, severance, or other change in control agreement; except (i) pursuant to any
contract, agreement or other legal obligation of the Company or any of its Subsidiaries
existing at the date of this Agreement, (ii) increases in salary payable or to become
payable upon promotion to an office having greater operational responsibilities, (iii), in
the case of severance or termination payments, pursuant to the severance policy of the
Company or its Subsidiaries existing at the date of this Agreement, (iv) in the case of
options, warrants, rights or Benefit Plans, amendments required by ERISA or other
applicable law and (v) except with respect to the management employees of the Company
who are parties to Change of Control Agreements with the Company on the date hereof,
any such increase, grant, amendment, modification or action in the ordinary course of
business consistent with past practice;

(ii) (A) enter into any employment or severance agreement with, any director,
officer or employee, either individually or as part of a class of similarly situated persons
or (B) establish, adopt or enter into any new Benefit Plan; except employment and
severance agreements entered into for the benefit of any newly employed or promoted
officers or employees, in which case, the terms of such agreements shall be reasonably
consistent with those existing at the date of such employment and except for Company
Benefit Plans relating to health and life insurance benefits established, adopted or entered
into in the ordinary course of business consistent with past practice;

(iii) declare or pay any dividend on, or make any other distribution in respect
of, outstanding shares of capital stock of the Company or any Significant Subsidiary,
except (A) dividends declared and paid by the Company with respect to the outstanding
Company Common Stock at approximately the same times and at a rate per share of
Company Common Stock not to exceed the rate per share of Company Common Stock
as were declared and paid during the year ending December 31, 1997 and (B) dividends
and distributions by a wholly owned Subsidiary of the Company to the Company or
another wholly owned Subsidiary of the Company and (C) dividends and distributions
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declared and paid with respect to outstanding shares of preferred stock or similar
obligations of the Company's Subsidiaries;

(iv) (A) redeem, purchase or acquire any outstanding Equity Securities of the
Company or any of its Significant Subsidiaries other than redemptions, repurchases and
other acquisitions of Equity Securities in the ordinary course of business consistent with
past practice and that will not cause a failure of the condition contained in Section 8.1(e)
to be satisfied, including purchases, redemptions and other acquisitions (1) in connection
with the administration of employee benefit, direct stock purchase and dividend
reinvestment plans as in effect on the date hereof in the ordinary course of the operation
of such plans, (2) required by the respective terms of any Equity Security, (3) in
connection with the refunding of preferred Equity Securities or through the issuance of
additional preferred Equity Securities or indebtedness, as the case may be, at a lower cost
of funds (calculating such cost on an aggregate after-tax basis) or through the issuance
of indebtedness not prohibited by Section 6.2(a)(xi), (4) of Company Common Stock in
the open market to fund up to $10,000,000 in any fiscal year of any acquisitions not
prohibited by Section 6.2(a)(vii), (5) in intercompany transactions and (6) by the
Company or any of its wholly-owned Subsidiaries directly from any wholly-owned
Subsidiary of the Company in exchange for capital contributions or loans to such
Subsidiary); or (B) split, combine or reclassify the Company Common Stock or effect any
recapitalization of the Company;

(v) offer, sell, issue or grant, or authorize the offering, sale, issuance or grant,
of any Equity Securities of the Company or any of its Significant Subsidiaries; except
issuances of (A) Company Common Stock (1) upon the exercise of Company stock
options outstanding at the date of this Agreement in accordance with the terms thereof,
(2) upon the expiration of any restrictions upon issuance of any grant existing at the date
of this Agreement of restricted stock or stock bonus pursuant to the terms of any Benefit
Pians of the Company or any of its Subsidiaries or (3) periodically pursuant to the terms
of any Benefit Plans of the Company or any of its Subsidiaries; and (B) preferred stock
or similar securities of any Subsidiary for the purpose of financing investments or capital
expenditures not prohibited under this Agreement or refinancing existing indebtedness or
preferred stock or similar obligations of such Subsidiary;

(vi) grant any Lien (other than Permitted Encumbrances) with respect to any
shares of capital stock of, or other equity interests in, any Significant Subsidiary of the
Company owned beneficially by the Company or any other Subsidiary of the Company;

(vii) acquire, by merging or consolidating with, by purchasing an equity interest
in or a portion of the assets of, or in any other manner acquiring, any business or any
corporation, partnership, association or other business organization or division thereof or
otherwise acquire any assets of any other Person; except (A) the purchase of assets from
suppliers or vendors in the ordinary course of business and consistent with past or then
standard industry practice, (B) acquisitions of equity interests, assets (excluding the
acquisition of assets permitted in clause (A) above) and businesses related to the core
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domestic and U.K. regulated businesses in which the Company and its Subsidiaries are
currently engaged (the “Company Core Businesses”) the fair market value of the total
consideration (including the value of indebtedness (other than non-recourse indebtedness)
or other liability acquired or assumed) for which does not exceed 105% of the amount
budgeted by the Company for such acquisitions as set forth in Section 6.2(a)(vii) of the
Company’s Disclosure Letter and (C) in connection with a Company Permitted
Transaction; 5

(viii) except in connection with Company Permitted Transactions or as required
by Law, sell, lcase, exchange or otherwise dispose of, or grant any Lien (other than a
Permitted Encumbrancc) with respect to, any of the assets of the Company or any of its
Subsidiaries that are Material to the Company, except dispositions of assets other than
generation assets and inventories in the ordinary course of business and consistent with
past practice; '

(ix) adopt any amendments to its charter or bylaws or other organizational
documents that could reasonably be expected to have a matenal adverse effect on the
ability of the Company to perform its obligations under this Agreement;

(x) (A) change any of its methods of accounting in effect at September 30,
1997, except as may comply with GAAP, (B) make or rescind any election relating to
Taxes that are Material to the Company (other than any election that must be made
periodically and that is made consistent with past practice) or (C) change any of its
methods of reporting income or deductions for Federal income tax purposes from those
employed in the preparation of the Federal income tax returns for the taxable year ending
December 31, 1996, except, in the case of each of clauses (A), (B) and (C), as may be
required by Law and, in the case of clause (C), for matters that could not reasonably be
expected to have a Material Adverse Effect on the Company;

(xi) except in connection with a Company Permitted Transaction or as required
by Law, incur any obligations for borrowed money or purchase money indebtedness that
are Material to the Company, whether or not evidenced by a note, bond, debenture or
similar instrument, except (A) drawings under credit lines existing at the date of this
Agreement or renewals or replacements thereof, (B) obligations evidenced by debt
securities issued by a Subsidiary of the Company for the purpose of financing investments
or capital expenditures permitted under this Agreement or refinancing existing
indebtedness or preferred stock obligations of such Subsidiary and (C) indebtedness
incurred in the ordinary course of business consistent with past or then standard industry

practice;

(xii) unless required by the terms thereof, release any third Person from its
obligations under any existing standstill agreement or similar agreement whether included
in a confidentiality agreement or otherwise;
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(xiii) except in connection with a Company Permitted Transaction or as required
by Law, enter into any Material Contract with any third Person (other than customers and
vendors in the ordinary course of business) that provides for an exclusive arrangement
with that third Person or is substantially more restrictive on the Company or any of its
Subsidiaries or substantially less advantageous to the Company or any of its Subsidiaries
than Material Contracts existing on the date hereof;

(xiv) except in connection with a Company Permitted Transaction or as required
by Law, make capital and non-fuel operational and maintenance expenditures relating to
the Company Core Businesses in excess of 105% of the amount budgeted by the
Company for capital and non-fuel operational and maintenance expenditures as set forth
in Section 6.2(a)(vii) of the Company’s Disclosure Letter;

(xv) except pursuant to any contract, agreement or other legal obligation of the
Company or any of its Subsidiaries existing at the date of this Agreement, make, or
commit to make, any investments in, or loans or capital contributions to, or to undertake
any guarantees or other obligations with respect to, any joint venture (whether organized
as a corporation, partnership or other legal entity) in excess of 105% of the amount
budgeted by the Company for such investments relating to the Company Core Businesses
as set forth in Section 6.2(a)(vii) of the Company’s Disclosure Letter or in connection
with a Company Permitted Transaction; or

(xvi) agree in writing or otherwise to do any of the foregoing.

® AEP Covenants. AEP covenants and agrees that, except as expressly
contemplated by this Agreement or Section 6.2(b) of AEP's Disclosurc Letter or otherwise
consented to in writing by the Company, which consent shall not be unreasonably withheld, from
the date of this Agreement until the Effective Time, it will not do, and will not permit any of its
Subsidiaries to do, any of the following:

(1) (A) increase the compensation payable to or to become payable to any
director or executive officer; (B) grant any severance or termination pay; (C) amend or
otherwise modify the terms of any outstanding options, warrants or rights, the effect of
which shall be to make such terms more favorable to the holders thereof; (D) amend or
take any other actions to increase the amount or accelerate the payment or vesting of any
benefit under any Benefit Plan (including the acceleration of vesting, waiving of
performance criteria or the adjustment of awards or any other actions permitted upon a
change in control of such party or upon a filing under Section 13(d) or 14(d) of the
Exchange Act with respect to such party); except (i) pursuant to any contract, agreement
or other legal obhgatlon of AEP or any of its Subsidiaries existing at the date of this
Agreement, (ii) increases in salary payable or to become payable upon promotion to an
office having greater operational responsibilities, (iii), in the case of severance or
termination payments, pursuant to the severance policy of AEP or its Subsidiaries existing
at the date of this Agreement, (iv) in the case of options, warrants, rights or Benefit Plans,
amendments required by ERISA or other applicable law and (v) any (including incentive)
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increase, grant, amendment, modification or action in the ordinary course of business
consistent with past practice; .

(ii) (A) enter into any employment or severance agreement with, any director,
officer or employee, either individually or as part of a class of similarly situated persons
or (B) establish, adopt or enter into any new Benefit Plan; except (!) employment and
severance agreements entered into for the benefit of any newly employed or promoted
officers or employees, in which casc, the terms of such agreements shall be reasonably
consistent with those existing at the date of such employment, (2) that AEP may modify
or enter into severance arrangements with management employees, which arrangements
provide a level of severance benefits to such management employees generally
comparable to the level of severance benefits which are, on the date of this Agreement,
provided to similarly situated employees of the Company and (3) for AEP Benefit Plans
relating to health and life insurance benefits established, adopted or entered into in the
ordinary course of business consistent with past practice;

(1i1) declare or pay any dividend on, or to make any other distribution in respect
of, outstanding shares of capital stock of AEP or any Significant Subsidiary (other than
Yorkshire), except (A) dividends declared and paid by AEP with respect to the
outstanding AEP Common Stock at approximately the same times and rates and at a rate
per share of AEP Common Stock not less than the rate per share of AEP Common Stock
as were declared and paid during the year ended December 31, 1997 and (B) dividends
and distributions by a wholly owned Subsidiary of AEP to AEP or another wholly owned
Subsidiary of AEP and (C) dividends and distributions declared and paid with respect to
outstanding shares of preferred stock or similar obligations of AEP's Subsidiaries.

(iv) (A) redeem, purchase or acquire, or offer to purchase or acquire, any
outstanding Equity Securities of AEP or any of its Significant Subsidiaries other than
redemptions, repurchases and other acquisitions of Equity Securities in the ordinary course
of business consistent with past practice which will not cause a failure of the condition
contained in Section 8.1(e) to be satisfied, including purchases, redemptions and other
acquisitions (1) in connection with the administration of employee benefit; direct stock
purchase and dividend reinvestment plans as in effect on the date hereof in the ordinary
course of the operation of such plans, (2) required by the respective terms of any Equity
Security, (3) in connection with the refunding of preferred Equity Securities or through
the issuance of additional preferred Equity Securities or indebtedness, as the case may be,
at a lower cost of funds (calculating such cost on an aggregate after-tax basis) or through
the issuance of indebtedness not prohibited by Section 6.2(b)(xi), (4) of AEP Common
Stock in the open-market to fund up to $10,000,000 in any fiscal year of any acquisitions
not prohibited by Section 6.2(b)(vii), (5) in intercompany transactions and (6) by AEP or
any of its wholly-owned Subsidiaries directly from any wholly-owned Subsidiary of AEP
in exchange for capital contributions or loans to such Subsidiary; or (B) split, combine
or reclassify AEP Common Stock or effect any recapitalization of AEP;
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(v) offer, sell, issue or grant, or authorize the offering, sale, issuance or grant,
of any Equity Securities’6f AEP or any of its Significant Subsidiaries; except issuances
of (A) AEP Common Stock (1) upon the expiration of any restrictions upon issuance of
any grant existing at the date of this Agrecment of restricted stock or stock bonus
pursuant to the terms of any Benefit Plans of AEP or any of its Subsidiaries or (2)
periodically pursuant to the terms of any Benefit Plans of AEP or any of its Subsidiaries;
(B) preferred stock or similar securities of any Subsidiary for the purpose of financing
investments or capital expenditures not prohibited under this Agreement or refinancing
existing indebtedness or preferred stock or similar obligations of such Subsidiary and
(C) issuances of a number of shares of AEP Common Stock not in excess of 10% of the
number of shares represented to be outstanding in Section 5.3 hereof;

(vi) grant any Lien (other than Permitted Encumbrances) with respect to any
shares of capital stock of, or other equity interests in, any Significant Subsidiary of AEP
owned beneficially by AEP or any other Subsidiary of AEP;

(vii) acquire, by merging or consolidating with, by purchasing an equity interest
in or a portion of the assets of, or in any other manner acquiring, any business or any
corporation, partnership, association or other business organization or division thereof or
otherwise acquire any assets of any other Person; except (A) the purchase of assets from
suppliers or vendors in the ordinary course of business and consistent with past or then
standard industry practice and (B) acquisitions of equity interests, assets (excluding the
acquisition of assets permitted in clause (A) above) and businesses related to the energy
sector the fair market value of the total consideration (including the value of indebtedness
(other than non-recourse indebtedness) or other liability acquired or assumed) for which
does not exceed $2.5 billion in the aggregate (which amount shall be reduced by the
amount permitted and expended for (x) capital expenditures (other than relating to the
core domestic and United Kingdom regulated utility business in which AEP and its
Subsidiaries are currently engaged (the “AEP Core Businesses™)) pursuant to Section
6.2(b)(xiv) and (y) joint ventures pursuant 10 Section 6.2(b)(xv);

(viii) sell, lease, exchange or otherwise dispose of, or grant any Lien (other than
a Permitted Encumbrance) with respect to, any of the assets of AEP or any of its
Subsidiaries that are Material to AEP, except (A) dispositions of assets other than
generation assets and inventories in the ordinary course of business and consistent with
past practice, (B) divestitures of non-AEP Core Businesses and (C) except as required by
Law;

(ix) adopt any amendments to its charter or bylaws or other organizational
documents that could reasonably be expected to have a material adverse effect on the
ability of AEP to perform its obligations under this Agreement;

(x) (A) change any of its methods of accounting in effect at September 30,

1997, except as may be required to comply with GAAP, (B) make or rescind any election
relating to Taxes that are Matenal to AEP (other than any election that must be made
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periodically and that is made consistent with past practice) or (C) change any of its
methods of reporting income o deductions for Federal income tax purposes from those
employed in the preparation of the Federal income tax returns for the taxable year ending
December 31, 1996, except, in the case of each of clauses (A), (B) and (C), as may be
required by Law and, in the case of clause (C), for matters that could not reasonably be
expected to have a Material Adverse Effect on AEP; ‘

(xi) except as required by Law, incur any obligations for borrowed money or
purchase money indebtedness that are Material to AEP, whether or not evidenced by a
note, bond, debenture or similar instrument, except (A) drawings under credit lines
existing at the date of this Agreement or renewals or replacements thereof, (B) obligations
evidenced by debt securities issued by a Subsidiary of AEP for the purpose of financing
investments or capital expenditures permitted under this Agreement or refinancing existing
indebtedness or preferred stock obligations of such Subsidiary, (C) purchase money
indebtedness as to which Liens may be granted as permitted by Section 6.2(b)(vi), (D)
indebtedness incurred in the ordinary course of business consistent with past practice and
(E) indebtedness not in excess of $2.0 billion in the aggregate (in addition to the
aggregate amount budgeted for indebtedness by AEP as set forth in Section 6.2(b)(xi) of
AEP’s Disclosure Letter);

(xii) unless required by the terms thereof, release any third Person from its
obligations under any existing standstill agreement or similar agreement whether included
in a confidentiality agreement or otherwise;

(xiii) except as otherwise required by Law, enter into any Material Contract with
any third Person (other than customers and vendors in the ordinary course of business)
that provides for an exclusive arrangement with that third Person or is substantially more
restrictive on Augusta or any of its Subsidiaries or substantially less advantageous to
Augusta or any of its Subsidiaries than Material Contracts existing on the date hereof;

(xiv) other than with respect to the AEP Core Businesses or except as required
by Law, make capital expenditures in excess of $2.5 billion less the amounts permitted
and expended in connection with acquisitions and joint ventures pursuant to Section
6.2(b)(vii) and Section 6.2(b)(xv);

(xv) except pursuant to any contract, agreement or other legal obligation of AEP
or its Subsidiaries existing at the date of this Agreement, make or commit to make, any
investments in, or loans or capital contributions to, or to undertake any guarantees or
other obligations with respect to, any joint venture in excess of $2.5 billion (which
amount shall be reduced by any amounts permitted and expended for capital expenditures
(other than with respect to the AEP Core Businesses)) and acquisitions as set forth in
Section 6.2(b)(xiv) and 6.2(b)(vi1); or

(xvi) agree in writing or otherwise to do any of the foregoing.

35

122




EXHIBIT 4
Page 40 of 149

SECTION 6.3 Access and Information. AEP and the Company shall each, and
shall each cause its Subsidiaries to, (i) afford to the other party and its officers, directors,
employees, accountants, consultants, legal counsel, agents and other representatives (collectively,
the “Representatives” of such party) reasonable access at reasonable times upon reasonable prior
notice to the officers, employees, agents, properties, offices and other facilities of such party and
its Subsidiaries and to their books and records and (i1) furnish promptly to the other party and
its Representatives such information concerning the business, properties, contracts, records and
personne!l of the furnishing party and its Subsidiaries (including financial, operating and other
data and information) as may be reasonably requested, from time to time, by or on behalf of the
other party. All documents furnished pursuant to this Section 6.3 shall be subject to the
Confidentiality Agreement.

ARTICLE VII -
ADDITIONAL AGREEMENTS

SECTION 7.1 Meeting of AEP Stockholders. AEP shall, promptly after the date
of this Agreement, take all actions necessary in accordance with Law, the rules of the NYSE and
its certificate of incorporation and bylaws to convene a special meeting of AEP's stockholders
for the purpose of obtaining the Required AEP Vote (together with any adjournments thereof, the
“AEP Stockholders' Meeting”), and AEP shall consult with the Company in connection therewith.
Subject to Section 7.19, AEP shall take all commercially reasonable action to solicit from
stockholders of AEP proxies in favor of the Share Issuance and the Charter Amendment and to
secure the Required AEP Vote and the Board of Directors of AEP shall recommend approval of
the Share Issuance and the Charter Amendment by the stockholders of AEP.

SECTION 7.2 Meeting of Company Stockholders. The Company shall, promptly
after the date of this Agreement, take all actions necessary in accordance with Law, the rules of
the NYSE and its certificate of incorporation and-bylaws to convene a special meeting of the
Company's stockholders to consider approval and adoption of this Agreement and the Merger
(together with any adjournments thereof, the “Company Stockholders' Meeting”), and the
Company shall consult with AEP in connection therewith. Subject to Section 7.19, the Company
shall take all commercially reasonable action to solicit from stockholders of the Company proxies
in favor of the approval and adoption of this Agreement and the Merger and to secure the
Required Company Vote and the Board of Directors of the Company shall recommend approval
of the transactions contemplated by this Agreement by the stockholders of the Company.

SECTION 7.3 Registration Statement; Joint Proxy Statement/Prospectus. (a)
Joint Proxy Statement/Prospectus. As promptly as practicable after the execution of this

Agreement, the parties shall prepare and file with the Commission the registration statement on
form S-4 to be filed with the Commission in connection with the issuance of shares of AEP
common stock in the Merger (the “Registration Statement”) and the joint proxy statement relating
to the meetings of AEP’s and the Company’s stockholders to be held in connection with the
Merger (together with any amendments thereof or supplements thereto effected prior to the
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effective date of the Registration Statement, the “Joint Proxy Statement/Prospectus™). The Joint
Proxy Statement/Prospectus shall comply as to form in all material respects with the applicable
provisions of the Securities Act and the Exchange Act and the Regulations thereunder. Each of
the AEP Companies and the Company shall fumnish all information concerning it and the holders
of its capital stock as the other may reasonably request in connection with the preparation and
filing of the Joint Proxy Statement/Prospectus. Each of the AEP Companies and the Company
will use all commercially reasonable efforts to have or cause the Registration Statement to
become effective as promptly as practicable, and shall take any action required to be taken under
any applicable Federal or state securities Laws in connection with the issuance of shares of AEP
Common Stock in the Merger (other than qualifying to do business in any jurisdiction in which
they are currently not so qualified). As promptly as practicable after the Registration Statement
shall have become effective, (x) AEP shall mail the Joint Proxy Statement/Prospectus to its
stockholders entitled to notice of and to vote at the AEP Stockholders' Meeting and (y) the
Company shall mail the Joint Proxy Statement/Prospectus to its stockholders entitled to notice
of and to vote at the Company Stockholders’ Meeting.

(b) Company Information. The information supplied by the Company for
inclusion or incorporation by reference in the Registration Statement shall not, at the time the
Registration Statement is declared effective, contain any untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary in order to make the
statements therein not misleading. The information supplied by the Company for inclusion or
incorporation by reference in the Joint Proxy Statement/Prospectus shall not, at the date of the
mailing of the Joint Proxy Statement/Prospectus (or any supplement thereto) and at the time of
the AEP Stockholders' Meeting or of the Company Stockholders' Meeting or at the Effective
Time, contain any untrue statement of a material fact or omit to state any material fact required
to be stated therein or necessary in order to make the statements therein, in the light of the
circumstances under which they were made, not misleading. If at any time prior to the Effective
Time any event or circumstance relating to the Company or any of its Subsidiaries, or its or their
respective officers or directors, should be discovered by the Company that should be set forth
in an amendment to the Registration Statement or a supplement to the Joint Proxy
Statement/Prospectus, the Company shall promptly inform AEP. All documents that the
Company is responsible for filing with the Commission in connection with the transactions
contemplated herein shall comply as to form in all material respects with the applicable
requirements of the Securities Act and the Regulations thereunder and the Exchange Act and the
Regulations thereunder.

(c) The AEP Companies Information. The information supplied by the AEP
Companies for inclusion or incorporation by reference in the Registration Statement shall not,
at the time the Registration Statement is declared effective, contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements therein not misleading. The information supplied by AEP for inclusion
or incorporation by reference in the Joint Proxy Statement/Prospectus shall not, at the date of the
mailing of the Joint Proxy Statement/Prospectus (or any supplement thereto), at the time of the
AEP Stockholders' Meeting ‘or the Company Stockholders' Meeting or at the Effective Time,
contain any untrue statement of a material fact or omit to state any material fact required to be
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stated therein or necessary in order to make the statements therein, in the light of the
circumstances under which they are made, not misleading. If at any time prior to the Effective
Time any event or circumstance relating to AEP or any of its Subsidiaries, or to their respective
officers or directors, should be discovered by AEP that should be set forth in an amendment to
the Registration Statement or a supplement to the Joint Proxy Statement/Prospectus, AEP shall
promptly inform the Company. All documents that the AEP Companies are responsible for filing
with the Commission in connection with the transactions contemplated hereby shall comply as
to form in all material respects with the applicable requirements of the Securities Act and the
Regulations thereunder and the Exchange Act and the Regulations thereunder.

SECTION 7.4 Appropriate Action; Consents; Filings. (a) Applications. Each
of the Company and AEP shall consult with one another, coordinate with respect to, and use all
commercially reasonable efforts (i) subject to Section 7.19, to take, or to cause to be taken, all
appropriate action, and to do, or to cause to be done, all things necessary, proper or advisable
under applicable Law or otherwise to consummate and make effective the transactions
contemplated by this Agreement, (ii) to obtain from any Governunental Authorities any Permits
or Orders required to be obtained by AEP or the Company or any of their Subsidiaries in
connection with the authorization, execution, delivery and performance of this Agreement and
the consummation of the transactions contemplated hereby, including the Merger, (iii) to make
all necessary filings, and thereafter make any other required submissions, with respect to this
Agreement and the Merger required under (A) the Securities Act and the Exchange Act, and any
other applicable Federal or state securities Laws, (B) the Holding Company Act, (C) the Federal
Power Act, (D) the Atomic Energy Act, (E) the applicable State Regulatory Acts, (F) the HSR
Act and (G) any other applicable Law; provided that AEP and the Company shall cooperate with
each other in connection with the making of all such filings, including providing copies of all
such documents to the nonfiling party and its advisors prior to filings and, if requested, shall
accept all reasonable additions, deletions or changes suggested in connection therewith, and
provided further that, except as otherwise expressly provided herein, each party shall retain
discretion and control over its affairs. The Company and AEP shall fumnish all information
required for any application or other filing to be made pursuant to any applicable Law or any
applicable Regulations of any Governmental Authority in connection with the transactions
contemplated by this Agreement.

(b) Regulatory Plans. The Company and AEP have jointly retained Vinson &
Elkins L.L.P. and Simpson Thacher & Bartlett to assist the parties in developing and
implementing a collaborative regulatory plan in connection with the transactions contemplated
hereby.

(¢) Cooperation. AEP and the Company agree to cooperate and use all
commercially reasonable efforts to resist or resolve any action including legislative,
administrative or judicial action and to have vacated or overturned any Order of any Court or
Governmental Authority that is in effect and that prevents or prohibits the consummation of the
Merger or any other transactions contemplated by this Agreement; provided, however, that in no
event shall either party take, or be required to take, any action that could reasonably be expected
1o have a Material Adverse Effect on AEP, the Company or the Combined Companies. Both
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parties shall consult on a reasonable and frequent basis regarding matters relating to the
operations of AEP and the Company prior to Closing, provided, that, except as otherwise
expressly set forth herein, AEP and the Company shall each retain discretion over their own
affairs.

(d) Third Party Consents. (i) Each of the Company and AEP shall give (or shall
cause their respective Subsidiaries to give) any notices to third Persons, and use, and cause their
respective Subsidiaries to use, all commercially reasonable efforts to obtain any consents from
third Persons (A) necessary, proper or advisable to consummate the transactions contemplated
by this Agreement, (B) otherwise required under any contracts, licenses, leases or other
agreements in connection with the consummation of the transactions contemplated hereby or (C)
required to prevent a Material Adverse Effect on the Company or AEP from occurring prior to
the Effective Time or a Material Adverse Effect on the Combined Companies from occurrmg
after the Effective Time (the "Third Party Consents").

(ii) If any party shall fail to obtain any consent from a third Person described in
subsection (d)(i) above, such party shall use all commercially reasonable efforts, and shall take
any such actions reasonably requested by the other parties, to limit the adverse effect upon the
Company and AEP, their respective Subsidiaries, and their respective businesses resulting, or
which could reasonably be expected to result after the Effective Time, from the failure to obtain
such consent.

SECTION 7.5 Affiliates; Pooling; Tax Treatment. (a) Affiliates. Each of the
Company and AEP shall use all commercially reasonable efforts to cause Persons (other than
Subsidiaries) who are, or who become “affiliates,” as such term is used in Rule 145 under the
Securities Act, of the Company or AEP, as the case may be, after the date of this Agreement but
prior to the date of the Company Stockholders’ Meeting or the AEP Stockholders’ Meeting, as
the case may be, to execute and deliver a letter agreement substantially in the form of Annex B
or Annex C hereto, as the case may be, not later than 10 days prior to the date of such meeting.

(b) Effective Registration Statement. AEP shall not be required to maintain the
effectiveness of the Registration Statement for the purpose of resale by stockholders of the
Company who may be Affiliates of the Company pursuant to Rule 145 under the Securities Act.

(c) Pooling. Each party hereto shall use all commercially reasonable efforts to
cause the Merger to be treated for financial accounting purposes as a Pooling Transaction, and
shall not take, and shall use all commercially reasonable efforts to prevent any Affiliate of such
party from taking, any actions which could prevent the Merger from being treated for financial
accounting purposes as a Pooling Transaction.

(d) Tax Reorganization. Each party hereto shall use all commercially reasonable
efforts to cause the Merger to qualify, and shall not take, and shall use all commercially
reasonable efforts to prevent any Affiliate of such party from taking, any actions which could
prevent the Merger from qualifying as a reorganization under the provisions of Section 368(a)
of the Code.
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SECTION 7.6 Public Announcements. AEP and the Company sha!l consult with
each other before issuing any press release or otherwise making any public statements with
respect to the Merger or this Agreement and shall not issue any such press release or make any
such public statement prior to such consultation.

SECTION 7.7 NYSE Listing. AEP shall use all commercially reasonable efforts
to cause the shares of AEP Common Stock to be issued in the Mgrger to be approved for listing
(subject to official notice of issuance) on the NYSE prior to the Effective Time.

SECTION 7.8 Company Rights Agreement. The Company shall take all action
(including, if necessary, amending such Rights Agreement) so that the execution, delivery and
performance of this Agreement and the consummation of the Merger and the other transactions
contemplated hereby do not and will not result in the grant of any rights to any Person under the
Company Rights Agreement or enable or require any outstanding rights to be exercised,
distributed or triggered.

SECTION 7.9 Comfort Letters. (a) AEP Letter. AEP shall use all commercially
reasonable efforts to cause Deloitte & Touche L.L.P. to deliver a letter dated as of the date of
mailing of the Joint Proxy Statement/Prospectus, and addressed to AEP and the Company, in
form and substance reasonably satisfactory to the Company and customary in scope and
substance for agreed upon procedures letters delivered by independent public accounts in
connection with registration statements and proxy statements similar to the Joint Proxy
Statement/Prospectus.

(b) Company Letter. The Company shall use all commercially reasonable efforts
to cause Arthur Andersen LLP to deliver a letter dated as of the date of mailing of the Joint
Proxy Statement/Prospectus, and addressed to the Company and AEP, in form and substance
reasonably satisfactory to AEP and customary in scope and substance for agreed upon procedures
letters delivered by independent public accountants in connection with registration statements and
proxy statements similar to the Joint Proxy Statement/Prospectus.

SECTION 7.10 Stock Options; Employee Benefit Plans. (a) Stock-Based
Compensation. '

(1) Stock Options. AEP agrees to assume, effective as of the Effective Time,
each option to purchase shares of Company Common Stock granted under the Company’s
1992 Long-term Incentive Plan or Directors’ Compensation Plan (an “Outstanding
Option™) (whether or not vested) which remains as of such time unexercised in whole or
in part and to substitute AEP Common Stock as purchasable under such assumed option
(“Assumed Option™), with such assumption and substitution to be effected as follows:

(A)  The Assumed Option shall not give the optionee additional benefits which
he did not have under the Outstanding Option before such assumption;
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(B)  The number of..shares of AEP Common Stock purchasable under any
Assumed Option shall be equal to the number of whole shares of AEP
Common Stock that the holder of the Outstanding Option being assumed
would have received upon consummation of the Merger had such
Outstanding Option been exercised in full prior to the Merger;

(C)  The per share option price of the Assumed. Option shall be equal to the per
share option price of the Outstanding Option divided by the Common
Stock Exchange Ratio; and

(D) The Assumed Option shall provide the optionee with the same benefit
rights which he had under the Outstanding Option before such assumption.

Notwithstanding the foregoing, in the case of any Outstanding Option to which section
421 of the Code applies by reason of the qualification under section 422 of the Code, the
exercise price, the number of shares purchasable pursuant to such option and the terms
and conditions of exercise of such option shall comply with section 424(a) of the Code.
As soon as practicable after the Effective Time, AEP shall deliver to the holders of the
Outstanding Options appropriate agreements evidencing its assumption of such options.

(i)  Other Stock-Based Compensation. Effective as of the Effective Time, AEP
agrees to assume the Company’s 1992 Long-Term Incentive Plan and Director’s
Compensation Plan with respect to any stock-based compensation (other than the
Outstanding Options) payable in the form of Company Common Stock as a result of the
Merger (“Other Compensation™), and to substitute shares of AEP Common Stock with
respect to such assumed Other Compensation. The number of shares of AEP Common
Stock issuable with respect to such Other Compensation shall be equal to the number of
whole shares of AEP Common Stock that the holder of Other Compensation being
assumed would have received upon consummation of the Merger had such Other
Compensation been paid in full prior to the Merger.

On or prior to the Effective Time, the Company shall take or cause to be taken all such actions,
reasonably satisfactory to AEP, as may be necessary or desirable in order to authorize the
transactions contemplated by subsections (i) and (ii) above. Further, AEP shall take all corporate
actions necessary to reserve for issuance a sufficient number of shares of AEP Common Stock
for delivery upon cxercise of the Company Qutstanding Options or issuance of the Company
Other Compensation assumed by AEP pursuant to subsections (i) and (i1) above. Prior to the
Effective Time, AEP shall file one or more registration statements on Form S-8 (or any successor
or other appropriate forms) with respect to the shares of AEP Common Stock issuable in respect
to the Assumed Options or Other Compensation and AEP Common Stock issuable in respect of
the Assumed Options or Other Compensation and AEP shall use its commercially reasonable
efforts to cause such registration statement to become effective promptly after the Effective Time
and to maintain the effectiveness of such registration statement (and maintain the current status
of the prospectus or prospectuses contained herein) for so long as any Assumed Options remain
outstanding and to comply with applicable state securities and blue sky laws. So long as any
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holder of an Assumed Options shall be subject to the reporting requirements under Section 16(a)
of the Exchange Act, AEP shall have the Company’s 1992 Long-Term Incentive Plan ‘and
Directors’ Compensation Plan to be administered in a manner that complies with Rule 16b-3
promulgated under the Exchange Act.

(b) Separate Company Plans. From and after the Effective Time through July 1,
2002, AEP will continue or cause to be continued, without adverse change to any employee or
former employee of the Company or any of its Subsidiaries, the Company Benefit Plans listed
in Section 7.10(b) of the Company’s Disclosure Letter, except that (i) any Company Common
Stock investment fund offered under a Company Benefit Plan will be replaced by an AEP
Common Stock investment fund or a traditional investment fund as determined by AEP (ii)
premiums charged to participants may be increased under medical, dental, life, accidental death
and dismemberment, and disability insurance plans (except that premiums charged to participants
who retired from the Company or any of its Subsidiaries pnior to 1993 (or survivors of such
participants) may not be increased), and (iii) changes required by law, including changes required
to maintain the qualified status of any Company Benefit Plan intended to be qualified under
Section 401(a) of the Code, may be made. After July 1, 2002, AEP will provide the employees
of the Company and its Subsidiaries with benefits that in the aggregate are at least as favorable
as the benefits provided to similarly situated employees of AEP and its Subsidiaries. If, after
July 1, 2002, an AEP Benefit Plan is made available to employees of the Company or any of its
Subsidiaries, all periods of service with the Company and its Subsidiaries will be credited to such
. employees for all purposes of the AEP Benefit Plan, including the accrual of benefits and
eligibility to receive benefits for which a specified period of service is required under the AEP
Benefit Plan. No earlier than July 1, 2002, the Company’s Cash Balance Retirement Plan shall
be merged into a defined benefit pension plan maintained by AEP or one of its Subsidiaries. The
retirement benefit for employees of the Company or its Subsidiaries who become participants in
such merged plan will be determined under the AEP pension plan formula for all years of service
(including years of service with the Company and its Subsidiaries) but such retirement benefit
will not be less than the benefit accrued under the Company’s Cash Balance Retirement Plan
determined immediately prior to such plan merger plus the benefit determined under the AEP
pension plan formula for years of service beginning on the date of such plan merger. If
employees of the Company or any of its Subsidiaries become participants in a health plan
maintained by AEP or any of its Subsidiaries, all preexisting condition limitations under the AEP
health plan for such employees will be waived. In addition, if such AEP health plan participation
becomes effective as of any date other than the first day of a calendar year, such employees will
receive credit under the AEP health plan for any co-payments and deductibles incurred by such
employees in the same calendar year under the Company’s Medical Plan.

(¢) Retiree and Disability Benefits. From and after July 1, 2002, AEP will

provide access 1o retiree medical and life insurance coverage for any employee or director of the

Company or any of its Subsidiaries who retires or becomes disabled prior to July 1, 2002 and

who was eligible for such coverage under plans of the Company and its Subsidiaries in effect on

the date of such individual's retirement. Further, for any such employees or directors who retired

or became disabled prior to 1993, such coverage shall be continued without adverse change to

. such retired or disables employees or directors. In addition, with respect to any such employee
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who becomes disabled before July. I, 2002, so long as such employee continues to satisfy the
eligibility requirements for disability benefits under the Company’s Disability Income Plan in
effect on such date AEP will offer such disabled employee medical coverage without charge to
such disabled employee.

(d) Certain Nonqualified Arrangements. From and after the Effective Time
through July 1, 2002, AEP will maintain the Company s Supplemental Executive Retirement Plan
and Executive Deferred Compensation Plan without adverse change to any employee participating
in the Plan until all benefits have been paid in accordance with the terms of the Plan; provided,
however, that no deferrals shall be permitted under such plan after the Effective Time. If the
Company’s Supplemental Executive Retirement Plan or Executive Deferred Savings Plan is
terminated or otherwise discontinued after July 1, 2002, AEP will make available to the class of
employees of the Company and its Subsidiaries who were eligible to participate in the
Company’s Supplemental Executive Retirement Plan or Executive Deferred Savings Plan any
nonqualified deferred compensation plan or plans it maintains to supplement benefits in the AEP
Benefit Plans that are qualified plans. In addition, employees of the Company and its
Subsidiaries will be given credit for service with the Company and its Subsidianies for all
purposes of such supplemental plans, and the supplemental plans will assume the obligation of
the Supplemental Executive Retirement Plan or the Executive Deferred Savings Plan, as
applicable, to pay the benefits that have accrued under the Supplemental Executive Retirement
Plan or the Executive Deferred Savings Plan at the time of such termination or discontinuance.

(¢) Memorial Gifts Program. The Company will take all action necessary to
terminate the Memorial Gifts Program as of the Effective Time; provided, however, that all then-
existing commitments under such Program will not be adversely affected by such termination and
will be honored in accordance with their terms.

. () Agreement by AEP. AEP agrees to honor without modification or contest, and
agrees to cause the Surviving Corporation to honor without modification or contest, and to make
required payments when due under all Change of Control Agreements and all Retention
Agreements, including any modifications to such Change of Control Agreements or Retention
Agreements permitted by Section 6.2(a).

(g) The provisions of Sections 7.10(d) and (f) are intended to be for the benefit
of, and shall be enforceable by, each Person entitled to benefits or payments thereunder and the
heirs and representatives of such Person.

SECTION 7.11 Indemnification of Directors and Officers. (a) Until six years
from the Effective Time, the certificate of incorporation and bylaws of the Company as the
corporation surviving the Merger (in this Section 7.11 called the “Surviving Corporation”) as in
effect immediately after the Effective Time shall not be amended to reduce or limit the rights of
indemnity afforded to the present and former directors and officers of the Company thereunder
or as to the ability of the Company to indemnify such persons or to hinder, delay or make more
difficult the exercise of such rights of indemnity or the ability to indemnify. The Surviving
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Corporation will at all times exercise;the powers granted to it by its certificate of incorporation,
its bylaws and applicable law to indemnify to the fullest extent possible the present and former
directors, officers, employees and agents of thc Company against claims made against them
arising from their service in such capacities prior to the Effective Time.

(b) If any claim or claims shall, subsequent to the Effective Time and within six
years thereafter, be made against any present or former director, officer, employee or agent of
the Company based on or arising out of the services of such Persoi. prior to the Effective Time
in the capacity of such Person as a director, officer, employee or agent of the Company, the
provisions of subsection (a) of this Section respecting the certificate of incorporation and bylaws
of the Surviving Corporation shall continue in effect until the final disposition of all such claims.

~ (¢) AEP hereby agrees after the Effective Time to guarantee the payment of the
Surviving Corporation's indemnification obligations described in Section 7.11(a) up to an amount
determined as of the Effective Time equal to (i) the fair market value of any assets of the
Surviving Corporation or any of its Subsidiaries distributed to AEP or any of its Subsidiaries
(other than the Surviving Corporation and its Subsidiaries), minus (ii) any liabilities of the
Surviving Corporation or any of its Subsidiaries assumed by AEP or any of its Subsidiaries (other
than the Surviving Corporation and its Subsidiaries), minus (iii) the fair market value of any
assets of AEP or any of its Subsidiaries (other than the Surviving Corporation and its
Subsidiaries) contributed to the Surviving Corporation or any of its Subsidiaries and (iv) plus any
liabilities of AEP or any of its Subsidiaries (other than the Surviving Corporation and its
Subsidiaries) assumed by the Surviving Corporation or any of its Subsidiaries.

(d) Notwithstanding subsection (a), (b) or (c) of this Section 7.11, AEP and the
Surviving Corporation shall be released from the obligations imposed by such subsection if AEP
shall assume the obligations of the Surviving Corporation thereunder by operation of Law or
otherwise. Notwithstanding anything to the contrary in this Section 7.11, neither AEP nor the
Surviving Corporation shall be liable for any settlement effected without its written consent,
which shall not be unreasonably withheid.

(e) AEP shall cause to be maintained in effect until six years from the Effective
Time the current policies of directors' and officers' liability insurance maintained by the Company
(or substitute policies providing at least the same coverage and limits and containing terms and
conditions that are not materially less advantageous) with respect to claims ansing from facts or
events which occurred before the Effective Time; provided, however, that in no event shall AEP
or the Surviving Corporation be required to expend more than 200 percent of the greater of
(i) current annual premiums and (ii) annual premiums for the year in which the Closing occurs
paid by the Company for such insurance; provided, further, that, if AEP or the Surviving
Corporation is unable to obtain insurance for any period for 200 percent of the greater of such
annual premiums, then the obligation of AEP and the Surviving Corporation pursuant hereto shall
be to obtain the best coverage reasonably available under the circumstances subject to the
foregoing limitations on premiums.
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(f) The provi,si,Ofls_. of this Section 7.11 are intended to be for the benefit of, and
shall be enforceable by, each Person entitled to indemnification hereunder and the heirs and
representatives of such Person.

(g) AEP shall not permit the Surviving Corporation to merge or consolidate with
any other Person unless the Surviving Corporation shall ensure that the surviving or resulting
entity assumes the obligations imposed by subsections (a), (b), (¢) and (e) of this Section.

SECTION 7.12 Newco. Prior to the Effective Time, Newco shall not conduct
any business or make any investments other than as specifically contemplated by this Agreement
and will not have any assets (other than the minimum amount of cash required to be paid to
Newco for the valid issuance of its stock to AEP).

SECTION 7.13 Event Notices. From and after the date of this Agreement until
the Effective Time, each party hereto shall promptly notify the other party hereto of (i) the
occurrence or nonoccurrence of any event the occurrence or nonoccurrence of which would be
likely to cause any condition to the obligations of such party to effect the Merger and the other
transactions contemplated by this Agreement not to be satisfied and.(ii) the failure of such party
to comply with any covenant or agreement to be complied with by it pursuant to this Agreement
which would be likely to result in any condition to the obligations of such party to effect the
Merger and the other transactions contemplated by this Agreement not to be satisfied. No
delivery of any notice pursuant to this Section 7.13 shall cure any breach of any representation
or warranty or any failure to comply with any covenant or agreement of such party contained in
this Agreement or otherwise limit or affect the remedies available hereunder to the party
receiving such notice.

SECTION 7.14 Board of Directors. At the Effective Time, the Board of Directors
of AEP shall be expanded to fifieen members and reconstituted to include all then current board
members of AEP, the Chairman of the Company on the date hereof, and four additional outside
directors of the Company to be nominated by AEP.

SECTION 7.15 Headquarters. At and after the Effective Time, the principal
corporate office of the Combined Companies shall be located in Columbus, Ohio; and the
Combined Companies shall maintain a significant presence in the states currently served by the

Company.

SECTION 7.16 Rate Matters. Each of the Company and AEP shall, and shall
cause its Significant Subsidiaries to, discuss with the other any changes in its or its Significant
Subsidiaries’ rates or charges (other than automatic cost pass-through rate adjustment clauses),
standards of service or accounting from those in effect on the date hereof and consult with the
other prior to making any filing (or any amendment thereto), ‘or effecting any agreement,
commitment, arrangement or consent with governmental regulators, whether written or oral,
formal or informal, with respect thereto (provided that except as otherwise expressly provided
herein each party shall retain discretion and control over its affairs), and except as set forth in
Section 7.16 of the Company’s Disclosure Letter, no party will make any filing to change its
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rates or charges, standards,of service or accounting that could reasonably be expected to have a
Material Adverse Effect on the Combined Companies.

SECTION 7.17 Coordination of Dividends. Each of the Company and AEP shall
coordinate with the other regarding the declaration and payment of any dividends in respect of
the Company Common Stock and AEP Common Stock and the record dates and the payment
dates relating thereto, it being the intention of the Company, and AEP that holders of the
Company Common Stock shall not receive two dividends, or fail to receive one dividend, for any
single calendar quarter with respect to their shares of Company Common Stock and/or any shares
of AEP Common Stock that any such holder receives in exchange therefor pursuant to the
Merger.

SECTION 7.18 Transition Management. As soon as practicable after the date
hereof, the parties shall create a special transition management task force (the “Task Force™).
The Task Force shall examine various alternatives regarding the manner in which to best organize
and manage the business of the Combined Companies after the Effective Time, subject to
applicable Law.

SECTION 7.19 Acquisition Proposals. Each of AEP and the Company agrees that
neither it nor any of its Subsidiaries nor any of the officers and directors of it or its Subsidiaries
shall, and that it shall direct and use its best efforts to cause its and its Subsidiaries’ employees,
~ agents and representatives (including any investment banker, attoney or accountant retained by
it or any of its Subsidiaries) not to, directly or indirectly, initiate, solicit, encourage or otherwise
facilitate (including by way of furnishing information) any inquiries or the making of any
proposal or offer with respect to a merger, reorganization, share exchange, consolidation, business
combination, recapitalization, liquidation, dissolution or similar transaction involving, or any
purchase or sale of all or any significant portion of the assets or 10% or more of the equity
securities of, it or any of its Subsidiaries that, in any such case, could reasonably be expected to
interfere with the completion of the Merger or the other transactions contemplated by this
Agreement (any such proposal or offer being hereinafter referred to as an “Acquisition
Proposal”). Each of AEP and the Company further agrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or its Subsidiaries shall, and that it shall
direct and use its best efforts to cause its and its Subsidiaries’ employees, agents and
representatives (including any investment banker, attorney or accountant retained by it or any of
its Subsidiaries) not to, directly or indirectly, have any discussion with or provide any
confidential information or data to any Person relating to an Acquisition Proposal, or engage in
any negotiations concerning an Acquisition Proposal, or otherwise facilitate any effort or attempt
to make or implement an Acquisition Proposal or accept an Acquisition Proposal.
Notwithstanding the foregoing, the Board of Directors of AEP or the Company shall be permitted
to (A) to the extent applicable, comply with Rule 14e-2(a) promulgated under the Exchange Act
with regard to an Acquisition Proposal, (B) in response to an unsolicited bona fide written
Acquisition Proposal by any Person, recommend such an unsolicited bona fide written
Acquisition Proposal to its stockholders, or withdraw or modify in any adverse manner its
approval or recommendation of this Agreement or (C) engage in any discussions or negotiations
with, or provide any information to, any Person in response to an unsolicited bona fide written
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Acquisition Proposal by any such Petson, if and only to the extent that, in any such case as is
referred to in clause (B) or (C), (i) the Required AEP Vote or the Required Company Vote, as
the case may be, shall not have been obtained, (ii) the Board of Directors of AEP or the
Company, as the case may be, concludes in good faith that such Acquisition Proposal (x) in the
case of clause (B) above would, if consummated, constitute a Superior Proposal or (y) in the case
of clause (C) above could reasonably be expected to constitute a Superior Proposal, (iii) the
Board of Directors of AEP or the Company, as the case may be, determines in good faith upon
the basis of written advice of outside legal counsel that such action is necessary for such Board
of Directors to act in a manner consistent with its fiduciary duties under applicable law, (iv) prior
to providing any information or data to any Person in connection with an Acquisition Proposal
by any such Person, the AEP Board of Directors or the Company Board of Directors, as the case
may be, receives from such Person an executed confidentiality agreement containing customary
terms and provisions and (v) prior to providing any information or data to any Person or entering
into discussions or negotiations with any Person, the Board of Directors of AEP or the Board of
Directors of the Company, as the case may be, notifies the other party immediately of such
inquiries, proposals or offers received by, any such information requested from, or any such
discussions or negotiations sought to be initiated or continued with, any of its representatives
indicating, in connection with such notice, the name of such Person and the material terms and
conditions of any proposals or offers. AEP and the Company agree that they will keep the other
party informed, on a current basis, of the status and terms of any such proposals or offers and
the status of any such discussions or negotiations. Each of AEP and the Company agrees that
it will immediately cease and cause to be terminated any existing activities, discussions or
negotiations with any parties conducted heretofore with respect to any Acquisition Proposal.
Each of AEP and the Company agrees that it will take the necessary steps to promptly inform
the individuals or entities referred to in the first sentence of this Section 7.19 of the obligations
undertaken in this Section 7.19. Nothing in this Section 7.19 shall (x) permit either AEP or the
Company to terminate this Agreement (except as specifically provided in Article IX hereof) or
(y) affect any other obligation of AEP or the Company under this Agreement.

SECTION 7.20 Workforce Matters. Subject to applicable collective bargaining
agreements, for a penod of 2 years following the Effective Time, any reductions in workforce
in respect of employees of the Combined Company and their Subsidiaries shall be made on a fair
and equitable basis, in light of the circumstances and the objectives to be achieved, giving
consideration to previous work history, job experience, and qualifications, without regard to
whether employment prior to the Effective Time was with the Company or its Subsidiaries or
AEP or its Subsidiaries, and any employees whose employment is terminated or jobs are
eliminated by AEP or any of its Subsidiaries during such period shall be entitled to participate
on a fair and equitable basis in the job opportunity and employment placement programs offered
by the Combined Companies or any of their prospective Subsidiaries. Any workforce reductions
carried out following the Effective Time by the Combined Companies and their Subsidiaries shall
be done in accordance with all applicable collective bargaining agreements, and all laws and
regulations governing the employment relationship and termination thereof including, without
limitation, the Worker Adjustment and Retraining Notification Act and regulations promulgated
thereunder, and any comparable state or local law. As provided generally in Section 10.7,
nothing in this Section is intended to confer upon any Person (other than the parties hereto),
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including any current or future employee of AEP or the Company or any subsidiary of either of
them, any right, benefit or remedy of any nature whatsoever.

ARTICLE VIII
CLOSING CONDITIONS

SECTION 8.1 Conditions to Obligations of Each Party. The respective
obligations of each party to effect the Merger and the other transactions contemplated hereby
shall be subject to the satisfaction at or prior to the Effective Time of the following conditions,
any or all of which may be waived by a party with respect to its obligations, in whole or in part,
to the extent permitted by applicable Law:

(a) Effectiveness of the Registration Statement. The Registration Statement
shall have been declared effective by the Commission under the Securities Act; and no
stop order suspending the effectiveness of the Registration Statement shall have been
issued by the Commission and not withdrawn and no proceedings brought by the
Commission for that purpose shall be pending.

(b) Stockholder Approval. (i) The Company shall have obtained the Required
Company Vote in connection with the adoption of this Agreement by the stockholders of
the Company and (i1) AEP shall have obtained the Required AEP Vote in connection with
the approval of the Share Issuance and the Charter Amendment by the stockholders of
AEP.

©) No Prohibiting Law, Regulation or Order. No Court or Governmental
Authority shall have enacted, issued, promulgated, enforced or entered any Law,
Regulation or Order (whether temporary, preliminary or permanent) that is in effect and
that has the effect of making the Merger illegal or otherwise prohibiting consummation
of the Merger.

(d) Required Orders. All Orders necessary for the ‘consummation of the
Merger and the other transactions contemplated hereby shall have been obtained at or
prior to the Effective Time and such Orders shall have become Final Orders and no Final
Orders shall impose terms or conditions or qualifications that, individually or in the
aggregate, could reasonably be expected to have a Material Adverse Effect on the
Combined Companies.

(e) Pooling of Interests. Each of AEP and the Company shall have received

- a letter of its independent public accountants, dated the Closing Date, in form and

substance reasonably satisfactory, in each case, to AEP and the Company, stating that the

transactions effected pursuant to this Agreement will qualify as a pooling of mterests
transaction under GAAP and applicable Commission Regulations.
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4)) NYSE Listing. The shares of AEP Common Stock to be issued pursuant
to the Merger shall have been listed, subject to official notice of issuance, on the NYSE.

(g) Divestiture Event. There shall not have occurred and remain in effect a
Divestiture Event with respect to either AEP or the Company.

SECTION 8.2 Additional Conditions to Obligations of the AEP Companies. The
obligations of the AEP Companies to effect the Merger and the other transactions contemplated
hereby shall be subject to the satisfaction at or prior to the Effective Time of the following
conditions, any or all of which may be waived by the AEP Companies, in whole or in part, to
the extent permitted by applicable Law:

. (a) Representations and Warranties. Each of the representations and warranties
of the Company contained in this Agreement that is qualified as to materiality shall be
true and correct in all respects and each of those that is not so qualified as to materiality
shall be true and correct in all material respects as of the date of this Agreement and as
of the Closing as though made again at and as of the Closing (except for representations
and warranties that expressly speak only as of a specific date or time other than the date
hereof or the Closing Date which need only be true and correct as of such date), provided,
that no representation or warranty of the Company shall be deemed to be untrue or
incorrect as a result of the occurrence of a Divestiture Event or any change or effect
arising out of or resulting from any foreign, federal or state legislative or regulatory
action with respect to (i) the regulation or deregulation of the electric utility industry in
such jurisdiction, or (ii) health or the environment, including the conservation or
protection of the environment. The AEP Companies shall have received a certificate of
the Chief Executive Officer and the Chief Financial Officer of the Company, dated the
Closing Date, to such effect.

(b)  Agreements and Covenants. The Company shall have performed or
complied with, in all material respects, all agreements and covenants required by this
Agreement to be performed or complied with by it at or prior to the Closing. The AEP
Companies shall have received a certificate of the Chief Executive Officer and the Chief
Financial Officer of the Company, dated the Closing Date, to such effect.

(c) Tax Opinion. AEP shall have received the opinion dated the Closing Date
of Simpson Thacher & Bartlett to the effect that (i) the Merger will constitute a
reorganization under section 368(a) of the Code, (ii) the Company, AEP and Newco will
each be a party to that reorganization, and (iii) no gain or loss will be recognized by the
Company, AEP or Newco by reason of the Merger. In rendering their opinion, such
counsel may require and rely upon representations, including those contained in
certificates of officers of the Company, Newco and AEP.

(d) Investment Banker's Opinion. AEP shall have recéived, on or prior to the
date of mailing of the Joint Proxy Statement/Prospectus to the holders of AEP Common
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Stock, a written opinion:from-.Salomon Smith Bamey, dated the date of such mailing,
confirming the opinion to which reference i1s made in Section 5.18.

(e) Company Required Consents. The Company Required Consents shall have
been obtained.

SECTION 8.3 Additional Conditions to Obligations of the Company. The
obligations of the Company to effect the Merger and the other transactions contemplated hereby
shall be subject to the satisfaction at or prior to the Effective Time of the following conditions,
any or all of which may be waived by the Company, in whole or in part, to the extent permitted
by applicable Law:

- (a) Representations and Warranties. Each of the representations and warranties
of the AEP Companies contained in this Agreement that is qualificd as to matenality shall
be true and correct in all respects and each of those that is not so qualified as to
materiality shall be true and correct in all material respects as of the date of this
Agreement and as of the Closing as though made again at and as of the Closing (except
for representations and warranties that expressly speak only as of a specific date or time
other than the date hereof or the Closing Date which need only be true and correct as of
such date), provided, that no representation or warranty of AEP shall be deemed to be
untrue or incorrect as a result of the occurrence of a Divestiture Event or any change or
effect arising out of or resulting from any foreign, federal or sate legislative or regulatory
action with respect to (i) the regulation or deregulation of the electric utility industry in
such jurisdiction, or (ii) health or the environment, including the conservation or
protection of the environment. The Company shall have received a certificate of the
Chief Executive Officer and the Chief Financial Officer of AEP, dated the Closing Date
to such effect.

(b) Agreements and Covenants. The AEP Companies shall have performed
or complied with, in all material respects, all agreements and covenants required by this
Agreement to be performed or complied with by them at or prior to the Closing. The
Company shall have received a certificate of the Chief Executive Officer and the Chief
Financial Officer of AEP, dated the Closing Date, to such effect.

(c) Tax Opinion. The Company shall have received the opinion dated the
Closing Date of Christy & Viener to the effect that (i) the Merger will constitute a
reorganization under section 368(a) of the Code, (ii) AEP, the Company and Newco will
each be a party to that reorganization and (iii) no gain or loss will be recognized by the
stockholders of the Company upon the receipt of shares of AEP Common Stock in
exchange for shares of Company Common Stock pursuant to the Merger except with
respect to any cash received in lieu of fractional interests in shares of AEP Common
Stock or cash received pursuant to statutory dissenters rights. In rendering their oplmon
such counsel may require and rely upon representations, including those contained in
certificates of officers of the Company, Newco and AEP.
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(d) Investment Banker's Opinion. The Company shall have received, on or
prior to the date of mailing of the Joint Proxy Statement/Prospectus to the holders of
Company Common Stock, a written opinion from Morgan Stanley & Co. Incorporated,
dated the date of such mailing, confirming the opinion to which reference is made in
Section 4.18.

(e) AEP Required Consents. The AEP Required Consents shall have been
obtained.

ARTICLE IX
TERMINATION, AMENDMENT AND WAIVER
SECTION 9.1 Termination. This Agreement may be terminated at any time prior
to the Effective Time, whether before or after receipt of the AEP Required Vote or before or

after receipt of the Company Required Vote:

(a) Mutual Consent. By mutual written consent of AEP and the Company;

(b)  Terminating Company Breach. By AEP, upon two Business Days’ pnior
written notice to the Company, upon a breach of any representation, warranty, covenant
or agreement on the part of the Company set forth in this Agreement, or if any
representation or warranty of the Company shall have become untrue, in either case such
that the conditions set forth in Section 8.2(a) or Section 8.2(b) would not be satisfied (a
“Terminating Company Breach™); provided that, if such Terminating Company Breach
is curable by the Company through the exercise of commercially reasonable efforts, for
so long as the Company continues to exercise such commercially reasonable efforts AEP
may not terminate this Agreement under this Section 9.1(b);

(©) Terminating AEP Breach. By the Company, uﬁon two Business Days’
prior written notice to AEP, upon breach of any representation, warranty, covenant or
agreement on the part of the AEP Companies (or either of them) set forth in this
Agreement, or if any representation or warranty of the AEP Companies (or either of
them) shall have become untrue, in either case such that the conditions set forth in
Section 8.3(a) or Section 8.3(b) would not be satisfied (a “Terminating AEP Breach™);
provided that, if such Terminating AEP Breach is curable by the AEP Companies through
the exercise of their commercially reasonable efforts, for so long as the AEP Companies
continue to exercise such commercially reasonable efforts the Company may not terminate
this Agreement under this Section 9.1(c);

(d) Divestiture Event. ' By either AEP or the Company, upon two Business
Days’ prior written notice to the other if there shall be any Divestiture Event; provided
that, if such Divestiture Event is capable of being vacated, lifted or reversed on or before
the Termination Date (as extended pursuant to Section 9.1(f) hereof) through the exercise
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of commercnally reasonable efforts and for so long as the party whose assets are subject
to the Divestiture Event continues to exercise such commercially reasonable efforts, such
party seeking to terminate may not terminate this Agreement under this Section 9.1(d).

(e) Law, Regulation or Order. By either AEP or the Company, upon two
Business Days’ prior written notice to the other, if therc shall be any Law or Regulation
issued or adopted or any Order which is final and.nonappealable preventing the
consummation of the Merger, unless the party relying on s.ch Law, Regulation or Order
as a basis for termination under this Section 9.1(e) has not complied with its obligations
under Section 7.4;

(f) Termination Date. By either AEP or the Company, by written notice to
the other, if the Merger shall not have been consummated before December 31, 1999
("Termination Date"); provided, however, that this Agreement may be extended by written
notice of either AEP or the Company to a date not later than June 30, 2000, if the Merger
shall not have been consummated as a result of the Company or the AEP Companies
having failed by December 31, 1999 to satisfy the conditions set forth in Section 8.1(c)
or Section 8.1(d) but all other conditions to the Closing shall be fulfilled; provided
further, that, the right to terminate the Agreement under this Section 9.1(f) shalil not be
available to any party whose failure to fulfill any obligation under this Agreement has
been the cause of, or resulted in, the failure of the Effective Time to occur on or before
such date.

(g)  Stockholder Vote. By either AEP or the Company, upon two Business
Days’ prior written notice to the other if the transactions contemplated by this Agreement
shall fail to receive the Required AEP Vote at the AEP Stockholders' Meeting or if this
Agreement shall fail to receive the Required Company Vote at the Company Stockholders'
Meeting;

(h)  AEP Fiduciary Out. By AEP, at any time prior to receipt of the Required
AEP Vote, upon two Business Days’ prior written notice to the Company, if, the Board
of Directors of AEP shall approve a Superior Proposal; provided, however, that (i) AEP
shall have complied with Section 7.19, (ii) the Board of Directors of AEP shall have
concluded in good faith, after giving effect to all concessions which may be offered by
the Company pursuant to clause (iv) below, on the basis of the advice of its financial
advisors and outside counsel, that such proposal is a Superior Proposal, (iii) the Board of
Directors of AEP shall have concluded in good faith, after receipt of written advice of
outside counsel, that notwithstanding all concessions which may be offered by the
Company in negotiations entered into pursuant to clause (iv) below, such action is
necessary for the AEP Board of Directors to act in a manner consistent with its fiduciary
duties under applicable law; and (iv) prior to any such termination, AEP shall, and shall
cause its respective financial and legal advisors to, negotiate with the Company to make
such adjustments in the terms and conditions of this Agreement as would enable AEP to
proceed with the transactions contemplated herein on such adjusted terms;
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(1) Company Fiduciary Out. By the Company, at any time prior to receipt of
the Required Company Vote, upon two Business Days’ prior written notice to AEP, if|
the Board of Directors of the Company shall approve a Superior Proposal; provided,
however, that (i) the Company shall have complied with Section 7.19, (ii) the Board of
Directors of the Company shall have concluded in good faith, after giving effect to all
concessions which may be offered by AEP pursuant to clause (iv) below, on the basis of
the advice of its financial advisors and outside counsel, that such proposal is a Superior
Proposal, (iii) the Board of Directors of the Company shall have concluded in good faith,
after receipt of the written advice of outside counsel, that notwithstanding all concessions
which may be offered by AEP in negotiations entered into pursuant to clause (iv) below,
such action is necessary for the Company Board of Directors to act in a manner consistent
with its fiduciary duties under applicable law; and (iv) prior to any such termination, the
Company shall, and shall cause its respective financial and legal advisors to, negotiate
with AEP to make such adjustments in the terms and conditions of this Agreement as
would enable the Company to proceed witn the transactions contemplated herein on such
adjusted terms;

€)] AEP Change of Recommendation. By the Company, upon two Business
Days’ prior written notice to AEP, if the Board of Directors of AEP or any committee
thereof (A) shall withdraw or modify in any manner adverse to the Company its approval
or recommendation of the Charter Amendment, the Share Issuance, this Agreement or the
Merger, (B) shall fail to reaffirm such approval or recommendation upon the Company’s
request, (C) shall approve or recommend any Superior Proposal or (D) shall resolve to
take any of the actions specified in clause (A), (B) or (C);

(k) Company Change of Recommendation. By AEP, upon two Business Days’
prior written notice to the Company, if the Board of Directors of the Company or any
committee thereof (A) shall withdraw or modify in any manner adverse to AEP its
approval or recommendation of this Agreement or the Merger, (B) shall fail to reaffirm
such approval or recommendation upon AEP’s request, (C) shall approve or recommend
any Superior Proposal or (D) shall resolve to take any of the actions specified in clause
(A), (B) or (C); or

1)) Third Party Acquisition. By either AEP or the Company, by written notice
to the other party, if (A) a third party acquires securities representing greater than 50%
of the voting power of the outstanding voting securities of such other party or (B)
individuals who as of the date hereof constitute the board of directors of such other party
(together with any new directors whose election by such board of directors or whose
nomination for election by the stockholders of such party was approved by a vote of a
majority of the directors of such party then still in office who are either directors as of
the date hereof or whose election or nomination for election was previously so approved)
cease for any reason to constitute a majority of the board of directors of such party then
in office.
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The right .of .any. party..hereto, to terminate this Agreement pursuant to this
Section 9.1 shall remain operative and in full force and effect regardless of any investigation
made by or on behalf of any party hereto, any Person controlling any such party or any of their
respective officers, directors, representatives or agents, whether prior to or after the execution of
this Agreement.

SECTION 9.2 Effect of Termination. Except as provided in Section 9.6 and
Section 10.1 of this Agreement, in the event of the termination of this Agreement pursuant to
Section 9.1, this Agreement shall forthwith become void, there shall be no liability on the part
of the AEP Companies or the Company or any of their respective officers or directors to the
other and all rights and obligations of any party hereto shall cease, except that nothing herein
shall relieve any party from liability for any breach of this Agreement.

SECTION 9.3 Amendment. This Agreement may be amended by the parties
hereto by action taken by or on behalf of their respective Boards of Directors at any time prior
to the Effective Time; provided, however, that, after receipt of either the AEP Required Vote or
the Company Required Vote, no amendment may be made which would reduce the amount or
change the type of consideration into which each share of Company Common Stock shall be
converted upon consummation of the Merger. This Agreement may not be amended except by
an instrument in writing signed by the parties hereto.

SECTION 9.4 Waiver. At any time prior to the Effective Time, any party hereto
may (a) extend the time for the performance of any of the obligations or other acts of the other
party hereto, (b) waive any inaccuracies in the representations and warranties of the other party
contained herein or in any document delivered pursuant hereto and (¢) waive compliance by the
other party with any of the agreements or, to the extent legally permissible, conditions contained
herein. Any such extension or waiver shall be valid only if set forth in an instrument in writing
signed by the party or parties to be bound thereby. For purposes of this Section 9.4, the AEP
Companies shall be deemed to be one party.

SECTION 9.5 Fees, Expenses and Other Payments. Subject to Section 9.6, all
Expenses incurred by the parties hereto shall be borne solely and entirely by the party which has
incurred such Expenses; provided, however, that the share of all Expenses related to printing,
filing and mailing the Registration Statement and the Joint Proxy Statement/Prospectus and all
Commission and other regulatory filing fees incurred in connection with the Registration
Statement and the Joint Proxy Statement/Prospectus allocable to the Company and to the AEP
Companies as a group shall be 50% each; and provided further that AEP may, at its option and
subject to Section 7.5(d), pay any Expenses of the Company.

SECTION 9.6 Certain Damages, Payments and Expenses. (a) Damages Payable
Upon Termination for Breach or Withdrawal of Approval. If this Agreement is terminated
pursuant to Section 9.1(h) or (i) (fiduciary out), Section 9.1(b) or (c) (breach), Section 9.1(j) or
(k) (change of recommendation) or Section 9.1 (1) (acquisition of voting power or change of
board), then the breaching party or party whose board has exercised its fiduciary out or changed
its recommendation or whose voting stock has been acquired or whose board has changed, as the
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case may be, shall promptly (but not later than five Business Days after receipt of notice that the
amount is due from the other party) pay to the other party, as liquidated damages and expense
reimbursement, an amount in cash equal to $20 million (the “Termination Fee”).

(b) Other Termination Payments. If (i) this Agreement is terminated pursuant to
(A) Section 9.1(f) (expiration date), (B) Section 9.1(h) or (i) (fiduciary out), (C) Section 9.1(g)
(failure to obtain shareholder approval), (D) Section 9.1(j) or (k) (change of recommendation)
or (E) pursuant to Section 9.1(b) or (c) (breach); and (i1) at the time of such termination (or in
the case of clause (1)(C) above, prior to the meeting of such party’s shareholders) there shall have
been an Acquisition Proposal involving the Company or AEP (as the case may be, the “Target
Party”) or any of its Affiliates which, at the time of such termination (or such meeting, as the
case may.be), shall not have been (x) rejected by the Target Party and its Board of Directors and
(y) withdrawn by the third party; and (iii) within eighteen months of any such termination
described in clause (i) above, the Target Party or any of its Affiliates becomes a Subsidiary of
such offeror or a Subsidiary of an Affiliate of such offeror or accepts a wntten offer or enters
into a written agreement to consummate or consummates an Acquisition Proposal with such
offeror or an Affiliate thereof, then such Target Party (jointly and severally with its Affiliates),
upon the signing of a definitive agreement relating to such Acquisition Proposal, or , if no such
agreement is signed, then at the closing (and as a condition to the closing) of such Target Party
becoming such a subsidiary or of such Acquisition Proposal, shall pay the Company or AEP, as
the case may be, a termination fee equal to $225 million (the “Topping Fee”) plus Expenses of
such party not in excess of $20 million (“Out-of-Pocket Expenses™). If this Agreement is
terminated by the Company or AEP pursuant to Section 9.1(1) (third party acquisition of voting
power or change of board), then the Company or AEP, as the case may be, shall pay immediately
the terminating party the Topping Fee plus Out-of-Pocket Expenses.

(c) Expenses. The Parties agree that the agreements contained in this Section 9.6
are an integral part of the transactions contcmplated by this Agreement and constitute liquidated
damages and not a penalty. If one party fails to promptly pay to the other any fee due hereunder,
the defaulting party shall pay the costs and expenses (including legal fees and expenses) in
connection with any action, including the filing of any lawsuit or other legal action, taken to
collect payment, together with interest on the amount of any unpaid fee at the publicly announced
prime rate of Citibank, N.A. from the date such fee was required to be paid.

(d) Limitation of Fees. Notwithstanding anything herein to the contrary, the
aggregate amount payable to AEP and its Affiliates pursuant to Section 9.6(a) and Section 9.6(b)
shall not exceed $245 million and the aggregate amount payable to the Company and its
Affiliates pursuant to Section 9.6(a) and Section 9.6(b) shall not exceed $245 million.

(e) Exclusive Remedy. Subject to the following sentence, the payments required
by Sections 9.6(a) and Section 9.6(b) shall constitute liquidated damages in full and complete
satisfaction of, and shall be the sole and exclusive remedy for any loss, liability, damage or claim
arising out of or in connection with the transactions contemplated by this Agreement, including
any termination of this Agreement pursuant to Section 9.1. Notwithstanding the foregoing
sentence, in the event of payment of the Termination Fee pursuant to Section 9.6(a), if (i) this
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Agreement is terminated by a party as a result of a willful breach of representation, warranty,
covenant or agreement by the other party, and (ii) the Topping Fee is not paid, the nonbreaching
party may pursue any remedies available to it at law or in equity and shall, in addition to the
Termination Fee, be entitled to recover such additional amounts as such nonbreaching party may
be entitled to receive at law or in equity.

ARTICLE X
GENERAL PROVISIONS

SECTION 10.1 Effectiveness of Representations, Warranties and Agreements.
(a) Effect of Investigation. Except as set forth in Section 10.1(b) of this Agreement, the
representations, warranties, covenants and agreements of each party hereto shall remain operative
and in full force and effect regardless of any investigation made by or on behalf of any other
party hereto, any Person controlling any such party or any of their officers, directors,
representatives or agents whether prior to or after the execution of this Agreement.

(b) Termination. The representations and warranties in this Agreement shall
terminate at the Effective Time and the representations, warranties, covenants and agreements
shall terminate upon the termination of this Agreement pursuant to Article IX, except that the
covenants and agreements set forth in the last sentence of Section 6.3, Sections 9.2, 9.5 and 9.6
and Article X hereof shall survive termination of this Agreement.

SECTION 10.2 Natices. All notices and other communications given or made
pursuant hereto shall be in writing and shall be deemed to have been duly given upon receipt,
if delivered personally, mailed by registered or certified mail (postage prepaid, return receipt
requested) to the parties at the following addresses ( or at such other address for a party as shall
be specified by like changes of address) or sent by electronic transmission to the telecopier
number specified below:

(a) AEP. If to any of the AEP Companies, to:

American Electric Power Service Corporation

|1 Riverside Plaza

Columbus, Ohio 43215

Attention: Donald M. Clements, Jr., Executive Vice President
Telecopier No.: 614-223-1552
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~ with a copy to:

Simpson Thacher & Bartlett
425 Lexington Avenue

New York, New York 10017
Attention: James M. Cotter
Telecopier No.: (212) 455-2502

(b)  Company. If to the Company, to:

Central and South West Corporation

1616 Woodall Rodgers Freeway

Dallas, Texas 75266-0164

Attention: Thomas V. Shockley, 11, President
Telecopier No.: (214) 777-1528

with a copy to:

Vinson & Elkins L.L.P.

1001 Fannin

Houston, Texas 77002-6760
Attention: William E. Joor III
Telecopier No.: (713) 758-2346

SECTION 10.3 Headings. The headings contained in this Agreement are for
reference purposes only and shall not affect in any way the meaning or interpretation of this
Agreement.

SECTION 10.4 Severability. 1f any term or other provision of this Agreement
is invalid, illegal or incapable of being enforced by any rule of law or public policy, all other
conditions and provisions of this Agreement shall nevertheless remain in full force and effect so
long as the economic or legal substance of the transactions contemplated hereby is not affected
in any manner materially adverse to any party. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in
good faith to modify this Agreement so as to effect the original intent of the parties as closely
as possible in an acceptable manner to the end that transactions contemplated hereby are fulfilled

to the extent possible.

SECTION 10.5 Entire Agreement. This Agreement (together with the Annexes,
the Company’s Disclosure Letter and AEP's Disclosure Letter) constitutes the entire agreement
of the parties, and supersedes all prior agreements and undertakings, both written and oral, among
the parties, with respect to the subject matter hereof, other than the Confidentiality Agreement
which shall remain in full force and effect with respect to the subject matter thereof.

I
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SECTION 10.6. Assignment..:This Agreement shall not be assigned by operation
of Law or otherwise.

SECTION 10.7 Parties in Interest. This Agreement shall be binding upon and
inure solely to the benefit of each party hereto, and, except for the beneficiaries of the
indemnities and covenants contained in Sections 7.11, 7.10(d) and 7.10(f) herein, nothing 1n this
Agreement, express or implied, is intended to or shall confer upon any other Person any right,
benefit or remedy of any nature whatsoever under or by reason of this Agreement.

SECTION 10.8 Failure or Indulgence Not Waiver; Remedies Cumulative. No
failure or delay on the part of any party hereto in the exercise of any right hereunder shall impair
such right or be construed to be a waiver of, or acquiescence in, any breach of any
representation, warranty, covenant or agreement herein, nor shall any single or partial exercise
of any such right preclude other or further exercise thereof or of any other right. All rights and
remedies existing under this Agreement are cumulative to, and not exclusive to, and not exclusive
of, any rights or remedies otherwise available.

SECTION 10.9 Goveming Law. This Agreement shall be governed by, and
construed in accordance with, the Laws of the State of Delaware, regardless of the Laws that
might otherwise govern under applicable principles of conflicts of law; provided, however, that
any matter involving the internal corporate affairs of any party hereto shall be governed by the
provisions of the state of its incorporation.

SECTION 10.10 Counterparts. This Agreement may be executed in multiple
counterparts, and by the different parties hereto in separate counterparts, each of which when
executed shall be deemed to be an original but all of which taken together shall constitute one

and the same agreement.
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-  IN WITNESS WHEREOQF, each of the parties hereto has caused this Agreement
to be executed as of the date first written above by their respective officers thereunto duly
authorized.

AMERICAN ELECTRIC POWER
COMPANY, INC.

Chairman of the Board,
President and Chief Executive
Officer

AUGUSTA ACQUISITION
CORPORATION

® sy, AW %ﬂuwé/)*

Donald M. Clements, Jr.
President

CENTRAL AND SOUTH WEST
CORPORATION

o X Dot

E R. Brooks
Chairman and Chief Executive
Officer
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ANNEX A
SCHEDULE OF DEFINED TERMS

The following terms when used in the Agreement shall have the meanings set forth below
unless the context shall otherwise require:

“Acquisition Proposal“lshall have the meaning ascribed to such term in Section 7.19.

“Affiliate” shall, with respect to any Person, mean any other Person that controls, is
controlled by or is under common control with the former.

“Agreement” shall mean the Agreement and Plan of Merger made and entered into as of
December 21, 1997 among AEP, Newco and the Company, including any amendments thereto
and each Annex (including this Annex A) and including AEP's Disclosure Letter and the
Company's Disclosure Letter.

“APCo” shall mean Appalachian Power Company, a Virginia corporation.

“Atomic Energy Act” shall mean shall mean the Atomic Energy Act of 1954, as amended,
and the Regulations promulgated thereunder.

“AEP” shall mean American Electric Power Company, Inc., a New York corporation, and
its successors from time to time.

“AEP Benefit Plans” shall mean Benefit Plans with respect to AEP and its Subsidiaries.

“AEP Common Stock™ shall mean the voting common stock, par value $6.50 per share,
of AEP.

“AEP Companies” shall have the meaning ascribed to such term in the first paragraph of
the Agreement.

“AEP Required Consents” shall mean any Third Party Consents relating to AEP the

failure of which to obtain could reasonably be expected to have a Material Adverse Effect on the
Combined Companies.

“AEP Stockholders' Meeting” shall have the meaning ascribed to such term in Section 7.1.
“AEP's Audited Consolidated Financial Statements” shall mean the consolidated balance
sheets of AEP and its Subsidiaries as of December 31, 1996, 1995 and 1994 and the related

consolidated statements of operations and cash flows for each of the three fiscal years in the
three-year period ended December 31, 1996, together with the notes thereto, all as audited by
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Deloitte & Touche L.L.R,, independent accountants, under their regort with respect thereto dated
February 25, 1997 and included in AEP's Annual Report on Form 10-K for the year ended
December 31, 1996 filed with the Commission.

“AEP's Consolidated Financial Statements” shall mean AEP's Audited Consolidated
Financial Statements and AEP's Unaudited Consolidated Financial Statements.

“AEP's Disclosure Letter” shall mean a ietter of even date herewith delivered by AEP to
the Company concurrently with the execution of the Agreement, which, among other things, shall
identify exceptions to AEP's representations, warranties and covenants contained in this
Agreement by specific section and subsection referenccs.

“AEP's Unaudited Consolidated Financial Statements” shall mean the unaudited
consolidated balance sheet of AEP and its Subsidiaries as of September 30, 1997 and the related
consolidated statements of operations and cash flows for the three-month periods and nine-month
periods ended September 30, 1996 and September.30, 1997, together with the notes thereto,
included in AEP's Quarterly Report on Form 10-Q for the quarter ended September 30, 1997 filed
with the Commission.

“Benefit Plans™ shall mean, with respect to a specified Person, any employee pension
benefit plan (whether or not insured), as defined in Section 3(2) of ERISA, any employee welfare
benefit plan (whether or not insured) as defined in Section 3(1) of ERISA, any plans that would
be employee pension benefit plans or employee welfare benefit plans if they were subject to
ERISA, such as foreign plans and plans for directors, any stock bonus, stock ownership, stock
option, stock purchase, stock appreciation rights, phantom stock, severance, employment, change-
in-control, deferred compensation and any bonus or incentive compensation plan, agreement,
program or policy (whether qualified or nonqualified, written oral), sponsored, maintained or
contributed to by the specified Person or any of its Subsidiaries for the benefit of any of the
present or former directors, officers, employees, agents, consultants or other similar
representatives providing services to or for the specified Person or any of its Subsidiaries in
connection with such services or any such plans which have been so sponsored, maintained, or
contributed to within six years prior to the date of the Agreement; provided, however, that such
term shall not include (a) routine employment policies and procedures developed and applied in
the ordinary course of business and consistent with past practice, including wage, vacation,
holiday and sick or other leave policies, (b) workers compensation insurance and (c) directors
and officers liability insurance.

“Business Day” means any day other than a day on which banks in the State of Texas or
the State of New York are authorized or obligated to be closed.

“Certificate of Merger” shall have the meaning ascribed to such term in Section 2.2.

“Charter Amendment” shall have the meaning ascribed to such term in Section 5.20.

A-2
148




EXHIBIT 4
Page 66 of 149

“Change of Control Agreements” shall mean the change in control or severance
agreements identified as such in Section 4.12(j) of the Company’s Disclosure Letter.

“Closing” shall mean a meeting, which shall be held in accordance with Section 3.3, of
all Persons interested in the transactions contemplated by the Agreement at which all documents
deemed necessary by the parties to the Agreement to evidence the fulfiliment or waiver of all
conditions precedent to the consummation of the transactions contemplated by the Agreement are
executed and delivered.

“Closing Date” shall mean the date of the Closing as determined pursuant to Section 3.3.

“Code” shall mean the Internal Revenue Code of 1986, as amended, and the rules and
regulations promulgated thereunder.

“Combined Companies” shall mean, before the Merger, the AEP Companies (together
with all of their Subsidiaries) and the Company (together with all of its Subsidiaries) considered
as a single business enterprise as if the Merger had been consummated immediately prior to the
time of consideration, and after the Merger shall mean AEP (together with its Subsidiaries).

“Commission” shall mean the Securities and Exchange Commission, a Governmental
Authority of the United States Government, and its successors from time to time.

“Common Stock Exchange Ratio” shall mean 0.60, as adjusted pursuant to the second
sentence of Section 3.1(a) of the Agreement.

“Company” shall mean Central and South West Corporation, a Delaware corporation, and
its successors from time to time.

“Company Benefit Plans” shall mean Benefit Plans with respect to the Company and its
Subsidiaries.

“Company Common Stock” shall mean the common stock, par value $3.50 per share, of
the Company.

“Company Permitted Transactions” shall mean (i) those transactions described in Section
6.1 of the Company's Disclosure Letter and (ii) individual transactions not otherwise permitted
by Section 6.2(a) the total investment (including debt and equity and other liability acquired or
assumed) with respect to which does not exceed $50 million per annum or $150 million per
annum when aggregated with all other such transactions, provided that no transactions entered
into in reliance on this clause (ii) shall involve a total investment (including debt and equity and
other liability acquired or assumed) in excess of $75 million per annum in any one country.

“Company Required Consents” shall mean any Third Party Consents relating to the
Company the failure of which to obtain could reasonably be expected to have a Material Adverse
Effect on the Combined Compantes.
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“Company Stockholders' Meeting” shall have the meaning ascribed to such term in
Section 7.2. S

“Company's Audited Consolidated Financial Statements” shall mean the consolidated
balance sheets of the Company and its Subsidiaries as of December 31, 1996, 1995 and 1994 and
the related consolidated and combined statements of operations and cash flows for each of the
three fiscal years in the three-year period ended December 31, 1996, together with the notes
thereto, all as audited by Arthur Andersen LLP, independent accountants, under their report with
respect thereto dated February 28, 1997 and included in the Company's Annual Report on Form
10-K for the year ended December 31, 1996 filed with the Commission.

“Company's Consolidated Financial Statements” shall mean the Company's Audited
Consolidated Financial Statements and the Company's Unaudited Consolidated Financial
Statements. .

“Company's Disclosure Letter” shall mean a letter of even date herewith delivered by the
Company to the AEP Companies concurrently with the execution of the Agreement, which,
among other things, shall identify exceptions to the Company's representations, warranties and
covenants contained in this Agreement by specific section and subsection references.

“Company's Rights Agreement” shall mean that certain Rights Agreement entered into or
to be entered into between the Company and a rights agent, substantially in the form previously
filed with the Commission except for any amendments or modifications thereto contemplated in
the Agreement.

“Company's Unaudited Consolidated Financial Statements” shall mean the unaudited
consolidated balance sheet of the Company and its Subsidiaries as of September 30, 1997 and
the related consolidated statements of operations and cash flows for the three-month periods and
nine-month periods ended September 30, 1996 and September 30, 1997, together with the notes
thereto, included in the Company's Quarterly Report on Form 10-Q for the quarter ended
September 30, 1997 filed with the Commission.

“Confidentiality Agreement” shall mean that certain confidentiality agreement between
AEP and the Company dated October 17, 1997, as amended.

“Control” (including the terms “controlled,” “controlled by” and “under common control
with”) shall mean the possession, directly or indirectly or as trustee or executor, of the power to
direct or cause the direction of the management or policies of a Person, whether through the
ownership of stock or as trustee or executor, by contract or credit arrangement or otherwise.

“Controlled Group” shall mean any organization which is a member of a controlled group
of organizations within the meaning of Code sections 414(b), (c), (m) or (0).

“Cook Nuclear Plant” shall mean the Donald C. Cook nuclear plant located in Bridgman,
Michigan.
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“Court” shall mean any court or arbitration tribunal of the United States, any foreign
country or any domestic or foréign §taté, and any political subdivision thereof, and shall include
the European Court of Justice.

“CP&L” shall mean Central Power and Light Company, a Texas corporation and a
Subsidiary of the Company. '

“CSPCo" shall mean Columbus Southern Power Compa'ﬁy, an Ohio corporation.

“Current AEP Benefit Plans” shall mean Benefit Plans that are sponsored, maintained, or
contributed to by AEP or any of its Subsidiaries as of the date of the Agreement.

“Current Company Benefit Plans” shall mean Benefit Plans that are sponsored,
maintained, or contributed to by the Company or any of its Subsidiaries as of the date of the
Agreement. '

“Delaware Law” shall mean the General Corporation Law of the State of Delaware.

“Divestiture Event” shall mean any Law, Regulation or Order adopted or issued by a
Governmental Authority that requires the divestiture of a substantial portion of the generating
assets of the Company and its Subsidiaries, taken as a whole, or AEP and its Subsidiaries, taken
as a whole.

“Domestic Public Utility Company” shall mean a company that provides electric energy
directly to retail customers under rates, terms and conditions determined by a State Regulatory
Commission; provided that no company shall be a Domestic Public Utility Company solely by
reason of engaging in power marketing or brokering or the wholesale sale of electric energy.

“Effective Time” shall mean the date and time of the completion of the filing of the
Certificate of Merger with the Secretary of State.of the State of Delaware in accordance with
Section 2.2.

“Environmental Law or Laws” shall mean any and all laws, statutes, ordinances, rules,
regulations, or orders of any Governmental Authority pertaining to health or the environment
currently in effect and applicable to a specified Person and its Subsidiaries, including the Clean
Air Act, as amended, the Comprehensive Environmental, Response, Compensation, and Liability
Act of 1980 (“CERCLA”), as amended, the Federal Water Pollution Control Act, as amended,
the Occupational Safety and Health Act of 1970, as amended, the Resource Conservation and
Recovery Act of 1976 (“RCRA"), as amended, the Safe Drinking Water Act, as amended, the
Toxic Substances Control Act, as amended, the Hazardous & Solid Waste Amendments Act of
1984, as amended, the Superfund Amendments and Reauthorization Act of 1986, as amended,
the Hazardous Materials Transportation Act, as amended, the Oil Pollution Act of 1990, as
amended (“OPA™), any state or local Laws implementing the foregoing Federal Laws, and all
other environmental conservation or protection Laws. For purposes of the Agreement, the terms
“hazardous substance” and ‘“release” have the meanings specified in CERCLA; provided,




EXHIBIT 4
Page 69 of 149

however, that to the cxtent the Laws of the state or locality in which the property is located
establish a meaning for “hazardous substance” or “release” that is broader than that specified
in either CERCLA or RCRA, such broader meaning shall apply, and the term ‘*‘hazardous
substance” shall include all dehydration and treating wastes, waste (or spilled) oil, and waste (or
spilled) petroleum products, and (to the extent in excess of background levels) radioactive
material, even if such are specifically exempt from classification as hazardous substances
pursuant to CERCLA or RCRA or the analogous statutes of any jurisdiction applicable to the
specified Person or its Subsidiaries or any of their respective properties or assets.

“ERISA” shall mean the Employee Retirement Income Security Act of 1974, as amended,
and the Regulations promulgated thereunder.

“Equity Securities” shall mean, with respect to a specified Person, any shares of capital
stock of, or other equity interests in, or any securities that are convertible into or exchangeable
for any shares of capital stock of, or other equity interests in, or any outstanding options,
warrants or rights of any kind to acquire any shares of capital stock of, or other equity interests
in, such Person.

“Exchange Act” shall mean the Securities Exchange Act of 1934 and the Regulations
promulgated thereunder.

“Exchange Agent” shall mean a bank or trust company having a net worth in excess of
$100 million designated and appointed to act in the capacities required thereof under Section 3.2.

“Exchange Fund” shall mean the fund of AEP Common Stock and cash in lieu of
fractional interests and dividends and distributions, if any, with respect to such shares of AEP
Common Stock established at the Exchange Agent pursuant to Section 3.2.

“Expenses” shall mean all reasonable out-of-pocket expenses (including all fees and
expenses of counsel, accountants, investment bankers, experts and consultants to a party hereto
and its affiliates) incurred by a party or on its behalf in connection with or related to the
authorization, preparation, negotiation, execution and performance of the Agreement, the
preparation, printing, filing and mailing of the Registration Statement, Joint Proxy
Statement/Prospectus, the solicitation of stockholder approvals and ali other matters related to the
consummation of the transactions contemplated hereby.

“Federal Power Act” shall mean the Federal Power Act, as amended, and the Regulations
promulgated thereunder.

“FERC” shall mean the Federal Energy Regulatory Commission, a Governmental
Authority of the United States Government, and its successors from time to time.

“Final Order” shall mean an Order that has not been reversed, stayed, enjoined, set aside,

annulled or suspended, with respect to which any waiting period prescribed by Law before the
transactions contemplated hereby may be consummated has expired (but without the requirement
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for expiration of any applicable, rehearing or appeal period), and as to which all conditions to the
consummation of such transactions prescribed by Law, Regulation or Order have been satisfied.

“Foreign Utility Company” shall mean a foreign utility company as defined in section
33(a)(3) of the Holding Company Act.

“GAAP” shall mean accounting principles generally accepted in the United States
consistently applied by a specified Person.

“Governmental Authority” shall mean any governmental or regulatory agency or authority
(other than a Court but including a stock exchange or other self-regulatory body) of or within the
United States, any foreign country, or any domestic or foreign state, and any political subdivision
thereof, and shall include any multinational authority having governmental or quasi-governmental
powers.

“Holding Company Act” shall mean the Public Utility Holding Company Act of 1935,
as amended, and the Regulations promuigated thereunder.

“HSR Act” shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended, and the Regulations promulgated thereunder.

“1&M” shall mean Indiana Michigan Power Company, an Indiana corporation.

“IRS” shall mean the Internal Revenue Service, a Governmental Authority of the United
States Government, and its successors from time to time.

“Joint Proxy Statement/Prospectus” shall have the meaning ascribed to such term in
Section 7.3(a).

“KEPCo” shall mean Kentucky Power Company, a Kentucky corporation.

“Knowledge” shall mean, with respect to either the Company or AEP, the actual
knowledge of any executive officer of such party after reasonable inquiry.

KPC” shall mean Kingsport Power Company, a Virginia corporation.

“Law” shall mean all laws, statutes, ordinances, rules and regulations of the United States,
any foreign country, or any domestic or foreign state, and any political subdivision or agency
thereof, including all decisions of Courts having the effect of law in each such jurisdiction.

“Lien” shall mean any mortgage, pledge, security interest, encumbrance, lien ‘or charge
of any kind (including any agreement to give any of the foregoing), any conditional sale or other
title retention agreement, any lease in the nature thereof or the filing of or agreement to give any
financing statement under the Uniform Commercial Code of any jurisdiction.
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“Material” shall mean material tc the business, condition (financial or otherwise) or results
of operations or prospects of a specified Person and its subsidiaries, if any, taken as a whole;
provided, however, that, as used in this definition the word “material” shall have the meaning
accorded thereto in Section 11 of the Securities Act.

“Material Contract” shall mean each contract, lease, indenture, agreement, arrangement
or understanding to which a specified Person or any of its Subsidiaries is a party or to which any
of the assets or operations of such specified Person or any of its Subsidiaries is subject that is
of a type that would be required to be included as an exhibit to a registration statement on Form
S-1 pursuant to Paragraph (2), (4) or (10) of Item 601(b) of Regulation S-K under the Securities
Act if such a registration statement were to be filed by such Person under the Securities Act on
the date of determination.

“Material Adverse Effect” shall mean any change or effect that is material and adverse
to the business, condition (financial or otherwise) or results of operations or prospects of a
specified Person and its subsidiaries, if any, taken as a whole; provided, however, that, as used
in this definition the word ‘“‘material” shall have the meaning accorded thereto in Section 11 of
the Securities Act.

“Merger” shall have the meaning ascribed to such term in Section 2.1 of the Agreement.

“Newco” shall mean Augusta Acquisition Corporation, a Delaware corporation and a
wholly-owned Subsidiary of AEP formed for the sole purpose of affecting the Merger.

“New York Law” shall mean the New York Business Corporation Law.

“NRC” shall mean the Nuclear Regulatory Commission, a Governmental Authority of the
United States Government, and its successors from time to time.

“NYSE” shall mean the New York Stock Exchange, Inc.

“OPCo” shall mean Ohio Power Company, an Ohio corporation.

“Operating Company” shall have the meaning ascribed to such term in Section 4.9(b).

“Order” shall mean any judgment, order or decree of any Court or Governmental
Authority, Federal, foreign, state or local. Any reference in the Agreement to the “receipt” or
“obtaining” of any Order shall mean making such declarations, filings or registrations; giving
such notices; obtaining such consents or approvals; and having such waiting periods expire as
are necessary to avoid a violation of Law.

“Out-of-Pocket Expenses” shall have the meaning ascribed to such term in Section 9.6(b).

“PBGC"” shall mean the Pension Benefit Guaranty Corporation.
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“Permit” shall mean any and all permits, licenses, authorizations, orders, consents,
certificates, registrations or other approvals granted by any Governmental Authority. Any
reference in the Agreement to the “receipt” or “obtaining” of any Permit shall mean making such
declarations, filings or registrations; giving such notices; obtaining such consents or approvals;
and having such waiting periods expire as are necessary to avoid a violation of Law.

“Permitted Encumbrances” shall mean the following:

Q)] liens for taxes, assessments and other governmental charges not delinquent
or which are currently being contested in good faith by appropriate proceedings; provided
that, in the latter case, the specified Person or one of its Subsidiaries shall have set aside
on its books adequate reserves with respect thereto;

(2)  mechanics' and materialmen's liens not filed of record and similar charges
not delinquent or which are filed of record but are being contested in good faith by
appropriate proceedings; provided that, in the latter case, the specified Person or one of
its Subsidiaries shall have set aside on its books adequate reserves with respect thereto;

(3)  liens in respect of judgments or awards with respect to which the specified
Person or one of its Subsidiaries shall in good faith currently be prosecuting an appeal
or other proceeding for review and with respect to which such Person or such Subsidiary
shall have secured a stay of execution pending such appeal or such proceeding for review;
provided that such Person or such Subsidiary shall have set aside on its books adequate
reserves with respect thereto,;

(C)) easements, leases, reservations or other rights of others in, or minor defects
and irregularities in title to, property or assets of a specified Person or any of its
Subsidiaries; provided that such easements, leases, reservations, rights, defects or
irregularities do not materially impair the use of such property or assets for the purposes
for which they are held; and

(5) any lien or privilege vested in any lessor, licensor or permittor for rent or
other obligations of a specified Person or any of its Subsidiaries thereunder so long as the
payment of such rent or the performance of such obligations is not delinquent.

“Person” shall mean an individual, partnership, limited liability company, corporation,
joint stock company, trust, estate, joint venture, association or unincorporated organization, or
any other form of business or professional entity, but shall not include a Govemmental
Authority.

“Pooling Transaction” shall mean a business combination that qualifies for financial
accounting purposes, as a pooling of interests pursuant to Accounting Principles Board Opinion
16 and the interpretations thereof and the Staff Accounting Bulletins of the Commission and the
interpretations thereof.




EXHIBIT 4
Page 73 of 149

“PSO™ shall mean Public Service Company of Oklahoma, an Oklahoma corporation.
“Registration Statement” shall have the meaning ascribed to such term in Section 7.3(a).

“Regulation” shall mean any rule or regulation of any Governmental Authority having the
effect of Law. '

“Representatives” shall have the meaning ascribed to such term in Section 6.3.

“Reports™ shall mean, with respect to a specified Person, all reports, registrations, filings
and other documents and instruments required to be filed by the specified Person or any of its
Subsidiaries with any Governmental Authority (other than the Commission).

“Reqdired AEP Vote” shall have the meaning ascribed to such term in Section 5.20.
“Required Company Vote” shall have the meaning ascribed to such term in Section 4.20.

“Retention Agreements” shall mean the retention agreements described in Section
6.2(a) of the Company’s Disclosure Letter.

“SEC Reports” shall mean (1) all Annual Reports on Form 10-K, (2) all Quarterly
Reports on Form 10-Q, (3) all proxy statements relating to meetings of stockholders (whether
annual or special), (4) all Current Reports on Form 8-K and (5) all other reports, schedules,
registration statements or other documents required to be filed during a specified period by a
Person with the Commission pursuant to the Securities Act or the Exchange Act.

“Securities Act” shall mean the Securities Act of 1933, as amended, and the Regulations
promulgated thereunder.

“Seeboard” shall mean SEEBOARD plc, a company incorporated in England and a
Subsidiary of the Company.

“Share Issuance” shall have the meaning ascribed to such term in Section 5.20.

“Significant Subsidiary” shall mean any subsidiary of the Company or AEP, as the case
may be, that would constitute a Significant Subsidiary of such party within the meaning of
Rule 1-02 of Regulation S-X of the Commission.

“South Texas Nuclear Facility” shall mean the South Texas nuclear project located in Bay
City, Texas.

“State Regulatory Commissions” shall mean: the Public Utility Commission of the State
of Texas; the Public Service Commission of the State of Arkansas; the Corporation Commission
of the State of Oklahoma; the Public Service Commission of the State of Louisiana; the Indiana
Utility Regulatory Commission; the Kentucky Public Service Commission; the Michigan Public




EXHIBIT 4
Page 74 of 149

Service Commission, the Ohio Public Utility Commission; the Tennessee Regulatory
Commission; the Virginia State Corporation Commission; and the West Virginia Public Service
Commission.

“State Regulatory Acts” shall mean the utility Laws regulating Domestic Public Utility
Companies in the States of Arkansas, Oklahoma, Texas, Louisiana, Indiana, Kentucky, Michigan,
Ohio, Tennessee, Virginia and West Virginia, in each case, as amended, and the Regulations
promulgated thereunder. ‘

A “Subsidiary” of a specified Person shall be any corporation, partnership, limited liability
company, joint venture or other legal entity of which the specified Person (either alone or through
or together with any other subsidiary) owns, directly or indirectly, over 50% of the stock or other
equity or partnership interests the holders of which are generally entitled to vote for the election
of the board of directors or other governing body of such corporation or other legal entity.

*“Superior Proposal” a bona fide written Acquisition Proposal which the Board of Directors
of AEP or the Board of Directors of the Company, as the case may be, concludes in good faith
(after consultation with its financial advisors and legal counsel), taking into account all legal,
financial, regulatory and other aspects of the proposal and the Person making the proposal, (i)
would, if consummated, result in a transaction that is more favorable to such party’s stockholders,
from a strategic and financial point of view, than the transactions contemplated by this
Agreement and (ii) is reasonably capable of being completed (provided that for purposes of this
definition the term Acquisition Proposal shall have the meaning assigned to such term in
Section 7.19 except that the reference to “10%” in the definition of “Acquisition Proposal” shall
be deemed to be a reference to “50%" and ““Acquisition Proposal” shall only be deemed to refer
to a transaction involving AEP or the Company, as the case may be, or with respect to assets
(including the shares of any Subsidiary of AEP or the Company) of AEP or the Company, as the
case may be, and its Subsidiaries, taken as a whole, and not any of its Subsidiaries alone).

“Surviving Corporation” shall mean the Company as the corporation surviving the Merger.

“SWEPCO” shall mean Southwestern Electric Power Company, a Delaware corporation
and a Subsidiary of the Company.

“Target Party” shall have the meaning ascribed to such term in Section 9.6(b).
“Task Force” shall have the meaning ascribed to such term in Section 7.18.

“Tax Returns” shall mean all returns, reports or other documents (including information
returns) required to be filed by or under any Law with any Governmental Authority with respect
to Taxes.

“Taxes” shall mean all taxes, charges, imposts, tariffs, fees, levies or other similar
assessments or liabilities, including income taxes, ad valorem taxes, excise taxes, withholding
taxes, stamp taxes or other taxes of or with respect to gross receipts, premiums, real property,
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personal property, windfall profits, sales, use, transfers, licensing, employment, payroll and
franchises imposed by or under any Law; and such terms shall include any interest, fines,
penalties, assessments or additions to tax resulting from, attributable to or incurred in connection
with any such tax or any contest or dispute thereof.

“Terminated AEP Benefit Plans” shall mean Benecfit Plans that were sponsored,
maintained, or contributed to by AEP or any of its Subsidiaries within six years prior to the date
of this Agreement but which have been terminated prior to the 'date of the Agreement.

“Terminated Company Benefit Plans” shall mean Benefit Plans that were sponsored,
maintained, or contributed to by the Company or any of its Subsidiaries within six years prior

to the date of this Agreement but which have been terminated prior to the date of the Agreement.

“Terminating AEP Breach” shall have the meaning ascribed to such term in subsection
9.1(c) of the Agreement.

\

“Terminating Company Breach” shall have the meaning ascribed to such term in
subsection 9.1(b) of the Agreement.

“Termination Date” shall have the meaning ascribed to such term in Section 9.1(f).
“Termination Fee” shall have the meaning ascribed to such term in Section 9.6(a).
“Third Party Consents” shall have the meaning ascribed to such term in Section 7.4(d)(i).
“Topping Fee” shall have the meaning ascribed to such term in Section 9.6(b).

“WPC” shall mean Wheeling Power Company, a West Virginia corporation.

“WTU"” shall mean West Texas Utilities Company, a Texas corporation and a Subsidiary
of the Company.
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ANNEX B
[Central and South West Corporation Affiliates)

AFFILIATE'S AGREEMENT

American Electric Power Company, Inc.
1 Riverside Plaza
Columbus, Ohio 43215-2373

Central and South West Corporation
1616 Woodall Rodgers Freeway
P.O. Box 660164

Dallas, Texas 75266-0164

Ladies and Gentlemen:

The undersigned has been advised that, as of the date hereof, the undersigned may be
deemed to be an “affiliate” of Central and South West Corporation, a Delaware corporation (the
“Company”), as that term is defined for purposes of paragraphs (c) and (d) of Rule 145 of the
Rules and Regulations (the “Rules and Regulations”) of the Securities and Exchange Commission
(the “SEC™) under the Securities Act of 1933, as amended (the “Securities Act”).

Pursuant to the terms and subject to the conditions of that certain Agreement and Plan of
Merger by and among American Electric Power Company, Inc., a New York corporation
(“AEP™), Augusta Acquisition Corporation, a newly formed Delaware corporation and a wholly
owned Subsidiary of AEP (“Newco”), and the Company dated as of December 21, 1997 (the
“Merger Agreement”), providing for, among other things, the merger of Newco with and into the
Company (the “Merger”), the undersigned will be entitled to receive shares of common stock,
par value $6.50 per share (“AEP Common Stock™), of AEP in exchange for shares of common
stock, par value $3.50 per share (“Company Common Stock”), of the Company owned by me
at the effective time of the Merger (the “Effective Time") as determined pursuant to the Merger
Agreement.

The undersigned understands that the Merger will be treated for financial accounting
purposes as a “pooling of interests” in accordance with generally accepted accounting principles
and that the staff of the SEC has issued certain guidelines that should be followed to ensure the
application of pooling of interests accounting to the transaction.

In consideration of the agreements contained herein, AEP's and the Company’s reliance
on this letter in connection with the consummation of the Merger and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the undersigned
hereby represents, warrants and agrees that the undersigned has not made and will not make any
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sale, transfer or other disposition of (i) Company Common Stock or AEP Common Stock within
the 30 day period prior to the date of the-consummation of the Merger or (ii) AEP Common
Stock received by the undersigned pursuant to the Merger or otherwise owned by the undersigned
until after such time as financial statements of AEP that include at least 30 days of combined
operations of the Company and AEP after the Merger shali have been publicly reported, unless
the undersigned shall have delivered to AEP, prior to any such sale, transfer or other disposition,
a written opinion from Deloitte & Touche L.L.P., independent public accountants for AEP, or
a written no-action letter from the accounting staff of the SEC, in either case in form and
substance reasonably satisfactory to AEP, to the effect that such sale, transfer or other disposition
will not cause the Merger not to be treated as a “pooling of interests” for financial accounting -
purposes in accordance with generally accepted accounting principles and the rules, regulations
and interpretations of the SEC and (iii) AEP Common Stock received by the undersigned
pursuant to the Merger in violation of the Securities Act or the Rules and Regulations. The
undersigned has been advised that the offering, sale and delivery of the shares of AEP Common
Stock pursuant to the Merger will have been registered with the SEC under the Securities Act
on a Registration Statement on Form S-4. The undersigned has also been advised, however, that
since the undersigned may be deemed to be an affiliate of the Company at the time the Merger
is submitted for a vote of the stockholders of the Company, AEP Common Stock received by the
undersigned pursuant to the Merger can be sold by the undersigned only (i) pursuant to an
effective registration statement under the Securities Act of 1933 (the “Securities Act”), (ii) in
conformity with the volume and other limitations of Rule 145 promulgated by the SEC under the
Securities Act, or (iii) in reliance upon an exemption from registration that is available under the
Securities Act.

The undersigned also understands that instructions will be given to the transfer agent for
AEP Common Stock with respect to AEP Common Stock to be received by the undersigned
pursuant to the Merger and that there will be placed on the certificates representing such shares
of AEP Common Stock, or any substitutions therefor, a legend stating in substance as follows:

“These shares were issued in a transaction to which Rule 145 promulgated under
the Securities Act of 1933 applies. These shares may only be transferred in
accordance with the terms of such Rule and an Affiliate's Agreement between the
original holder of such shares and AEP, a copy of which agreement is on file at
the principal offices of AEP.”

It is understood and agreed that the legend set forth above shall be removed upon surrender of
certificates bearing such legend by delivery of substitute certificates without such legend if the
undersigned shall have delivered to AEP an opinion of counsel, in form and substance reasonably
satisfactory to AEP, to the effect that (i) the sale or disposition of the shares represented by the
surrendered certificates may be effected without registration of the offering, sale and delivery of
such shares under the Securities Act and (ii) the shares to be so transferred may be publicly
offered, sold and delivered by the transferee thereof without compliance with the registration
provisions of the Securities Act.
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By its execution hereof, AEP agrees that it will, as long as the undersigned owns any AEP
Common Stock to be received by the undersigned pursuant to the Merger, take all reasonable
efforts to make timely filings with the SEC of all reports required to be filed by it pursuant to
the Securities Exchange Act of 1934, as amended, and will promptly furish upon written request
of the undersigned a written statement confirming that such reports have been so timely filed.

If you are in agreement with the foregoing, please so indicate by signing below and
returning a copy of this letter to the undersigned, at which time this letter shall become a binding
agreement betwecn us.

Very truly yours,

By:
Name:
Title:
Date:
Address:

ACCEPTED this ____ day
of , 1998

AMERICAN ELECTRIC POWER COMPANY, INC.
By:

Name:
Title:

CENTRAL AND SOUTH WEST CORPORATION

By:

Name:
Title:

B-3

161




EXHIBIT 4
Page 79 of 149

ANNEX C
[AEP Affiliates]

AFFILIATE'S AGREEMENT

American Electric Power Company, Inc.
1 Riverside Plaza
Columbus, Ohio 43215-2373

Central and South West Corporation
1616 Woodall Rodgers Freeway
P.O. Box 660164

Dallas, Texas 75266-0164

Ladies and Gentlemen:

The undersigned has been advised that, as of the date hereof, the undersigned may be
deemed to be an “affiliate” of American Electric Power Company, Inc., a New York corporation
(“AEP™), as that term is defined in the Rules and Regulations (the “Rules and Regulations”) of
the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933,
as amended (the “Securities Act™).

The undertakings contained in this Affiliate's Agreement are being given by the
undersigned in connection with that certain Agreement and Plan of Merger by and among AEP,
Augusta Acquisition Corporation, a newly formed Delaware corporation and a wholly owned
Subsidiary of AEP (“Newco”), and Cypress, a Delaware corporation (the “Company) dated as
of December 21, 1997 (the “Merger Agreement”), providing for, among other things, the merger
of Newco with and into the Company (the “Merger”).

The undersigned understands that the Merger will be treated for financial accounting
purposes as a “pooling of interests” in accordance with generally accepted accounting principles
and that the staff of the SEC has issued certain guidelines that should be followed to ensure the
application of pooling of interests accounting to the transaction.

In consideration of the agreements contained herein, AEP's and the Company’s reliance
on this letter in connection with the consummation of the Merger and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the undersigned
hereby represents, warrants and agrees that the undersigned has not made and will not make any
sale, transfer or other disposition of (i) AEP Common Stock or Company Common Stock within
the thirty day period prior to the date of the consummation of the Merger or (ii) AEP Common
Stock owned by the undersigned until such time as financial statements that include at least 30
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days of combined operations of thé Compariy and AEP after the Merger shall have been publicly
reported, unless the undersigned shall have delivered to AEP prior to any such sale, transfer or
other disposition, a written opinion from Deloitte & Touche L.L.P., independent public
accountants for AEP, or a written no-action letter from the accounting staff of the SEC, in either
case in form and substance reasonably satisfactory to AEP, to the effect that such sale, transfer
or other disposition will not cause the Merger not to be treated, as a “pooling of interests” for
financial accounting purposes in accordance with generally accepted accounting principles and
the rules, regulations and interpretations of the SEC.

If you are in agreement with the foregoing, please so indicate by signing below and
returning a copy of this letter to the undersigned, at which time this ietter shall become a binding

agreement between us.

Very truly yours,

By:
Name:
Title:
Date:
Address:
‘ ACCEPTED this ___ day
of 1998

CENTRAL AND SOUTH WEST CORPORATION

By:
Name:
Title:

AMERICAN ELECTRIC POWER COMPANY, INC.

By:

Name:
Title:
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Ceatral and Senth West Carperation
1616 Woodall Rodgers Freewsy
Dallss, Texns 75202-1234
December 21, 1997

Amezican Electric Power, Inc.

1 Rivexxide Plaza

Colambus, Ohlo 43215

Ladies and Gentlemen:

This lester is defivered pursnant to the peovisions of that certain Agrecment and Pian of
Mexger (the " Agreement”) daed of even date herewith by and amaong American Electric Power, Inc,
8 New Yark corporation ("Augnsts”), Augusta Acquisition Corpocation, & Delaware corporation and
wholly-owned subsidiary of Angnsts, and Central sod South West Corposation, a Delaware
carporation (the “Compeny”). This letter, together with all Sections attached, is referred to in the
Agroamext a5 the “"Company’s Disclosure Letter * Notwithstanding the use of the terms Matezial and
Material Adverse Effect in the Agreement, the inclnsion of a partienlar disclosure in this lester shall
oot menp that the item or matter 30 disclosed is Matesial or could reasonsbly be expected to have a
berein as ascibed © them i the Agreement.

Very truly yours,
CENTRAL AND SOUTH WEST CORPORATION

MW
R. Brooks

Title: CRairman and Chief Executive Officer

AMERICAN ELECTRIC POWER, INC.

o Ry

Title:
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Organization and Qualification; Subsidiaries

Equity Interest
. Beneficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organization Another Subsidiary (%)
Central Power & Light
Company Yes TX 100 of common stock
Public Service Company
of Okiahoma Yes OK 100 of common stock
Southwestern Electric
Power Company Yes DE 100 of common stock
Southwest Arkansas
Utilities Corporation No AR 100
West Texas Utilities
Company Yes TX 100 of common stock
Central and South West
Services, Inc. No X 100
CSW Lessing, Inc. No DE 80
CSW Credit, Inc. No DE 100
CSW Communications,
Inc. No DE 100
CSWC Southwest
Holdings. Inc. No DE 100
CSWC TeleChoice :
Management, Inc. No DE 100
Southwest TeleChoice
Management, L.L.C. No DE 50
CSWC TeleChaice. Inc. No DE 100
CSW/ICG ChoiceCom,
LP No DL 50.5
CSW Energy, Inc. No TX 100
CSW Services
Internstional, inc. No DE 100
3
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Equity Interest
_ Beneficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organization | Another Subsidiary (%)
DECCO M, L.LC. No DE 100
Diversified Energy E
Contraciors Company,
LLC. No DE 100
Diversified Energy
Contractors, L.P. No DE 100
Orange Cogen Funding
Corporation No DE 50
Sweeny Cogeneration
Limited Partnership No DE 50
CSW Development-1, Inc. No DE 100
Polk Power GP 1], Inc. No DE 50
Polk Power GP, Inc. No DL 50
Orange Cogencration GP
1. Inc. No DE 50
Orange Cogeneration GP,
Inc. No DE 50
CSW Mulberry [I, Inc. No DE 100
CSW Mulberry, Inc. No DE 100
Polk Power Partners, L.P. No DE .
Noah | Power GP, Inc. No DE 100
Noah | Power Parmers, LP No DE 95.5
Brush Cogeneration
Partners No DE 50

*CSW Mulberry, Inc. holds a 45.75% limited partnership interest and Polk Power GP, Inc. holds a 1% general
partnership interest in Polk Power Partners. L P. Under the Limited Partmership Agreement for Polk Power Purmers,
L.P., Polk Power GP, Inc. generally has the power and authority to manage the affairs of Polk Power Parmers, L.P.
and CSW Mulberry, Inc. has such rights and powers as are customary for a limited parmer, including but not limited
to the right (in proportion 1o its interest) to consent to Major 1ransacrions.
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Equity Interest
Beneficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organiwation Another Subsidiary (%)
CSW Orange 11, Inc. No DE 100
CSW Orange, Inc. No DE 100
Orange Cogeneration L.P. No DE 30
Sacramento Power, Inc. No DE 50
CSW Development-II, Inc. No DE 100
CSW Fort Lupton, Inc. No DE 100
Thermo Cogeneration
Parmership No DE 50
Newgulf Power Venture,
Inc. No DE 100
CSW Sweeny GP I, Inc. Ne DE 100
CSW Sweeny GP 11, Inc. No DE 100
CSW Sweeny LP |, Inc. No DE 100
CSW Sweeny LP 11, Inc. No DE 100
CSW Development-3, Inc. No DE 100
CSW Northwest GP, Inc. No DE 100
CSW Northwest LP, Inc. No DE 100
Northwest Power . ,
Company LLC No WA 50
CSW Power Marketing,
Inc. No DE 100
CSW Nevadea, Inc. No DE 100
CSW International, Inc. Yes DE 100
Chile Enzrgy Holdings
L.LC. No Cayman lslands 100
CSW Coelba L.L.C. No Cayman [slands 100
Coclba Funding Company
LLC No Cayman Islands 69
CSW Intemational Energy
Development Ltd. No Mauritius 100
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Equity Interest
Beneficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organization Another Subsidiary (%)
CSW Power do Brasil
Ltda. No Brazil 100
Latin American Energy
Holdings, inc. No DE 100
S.C.E.L. Empreendimentos
¢ Participacoes Luda. No Brazil 100
Sol Energia No Chile 100
Sol Energia Holdings 1 No Chile 100
Sol Energia Holdings I No Chile 100
Tenaska CSW
loternational Ltd No Mauritius 50
CSW Intemational Two,
Inc. Yes DE 100
CSW UK Finance
Company Yes England and Walss 100
CSW Investments Yes England and Wales 100
SEEBOARD GROUP pic Yes England and Wales 100
SEEBOARD plc Yes England and Wales 100
Appliance Protect Limited No England and Wales 100
Direct Power Limited No England and Wales 100
Durelectricty Limited No England and Wales 100
Electricity (UK) Limited No England and Wales 100
Electmcity 2000 Limited No England and Wales 100
Energy Express Limited No England and Wales 100
First Electricity Limited No England and Wales 100
First Gas Limited No England and Wales 100
Gas 2000 Limited No England and Wales 100
Home Electricity Company
Limited No England and Wales 100
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Equity Interest
Beneficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organization Another Subsidiary (%)
Home Energy Company
Limited No England and Wales 100
Home Gas Company '
Limited No England and Wales 100
Home Power Company
Limited No England and Wales 100
Horizon Natura) Gas
Limited No England and Wales 100
Light & Power (UK)
Limited No England and Wales 100
Longfield Insurance
Company Limited No Isle of Man 100
Nene Electrical
Installations Limited No England and Wales 100
Nene Maintepance
Services Limited No England and Wales 100
Powercare Limited No Enpland and Wales 100
Premier Electricity Limited No Engtand and Wales 100
Premier Utilities Limited No Fngland and Wales 100
Seeb Limited No England and Wales 100
Seeboard (Consulting) '
Limited No England and Wales 100
Seeboard (Distribution)
Limited No England and Wales 100
Seebourd (Generation)
Limited No England and Wales 100
Seeboard Insurance
Company Limited No Isle of Man 100
Seeboard (Property
Development) Limited No England and Wales 100 )
Seeboard Final Salary
Pension Plan Trustee
Company Limited No England and Wales 100

~J
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Equity Interest
Benceficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organization Another Subsidiary (%)
Seeboard International
Limited No England and Wales 100 of ordinary shares
Seeboard Natural Gas |
Limited No England snd Wales 100
Buacon Gas Limited No England and Wales 50
SEEBOARD Pension
Investment Plan Trustee
Company Limited No England and Wales 100
SEEBOARD Powerlink
Limitsd No England and Wales 100
Seeboard Share Scheme
Trustees Limited No England and Wales 100
SEEBOARD Trading England and Wales
Limited No 100
Seepower Limited No England and Wales 100
Selectricity Limited No England and Wales 100
South Eastern Electricity
Board Limited No England and Wales 100
South Eastern Electricity
Limited No England and Wales 100
South Easteru Services .
Limited No England and Wales 100
South Eastern Utilities
Limited No England and Wales 100
Southern Gas Limited No England and Wales 100
Toreh Nawral Gas Limited No England and Wales 100
UK Elecaicity Limited No England and Wales 100
UK Light and Power
Limited No England and Wales 100
CSW laternational Three,
Inc. No DE 100
CSW lntemanonat (UK),
Inc. No DE 100
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Equity Interest
v Beneficially Owned by
Name of Subsidiary Significant Jurisdiction of the Company or
of the Company Subsidiary Organization | Another Subsidiary (%)
Energia International de
CSWS.A.deCV. No Mexico 100
Enertek S.A. de C.V. No Mexico 501
Energy Services, Inc. No DE 100
CP&L Capital | No DE 100 of cormmon interests
PSO Capital { No DE 100 of common interests
SWEPCO Capital | No DE 100 of common interests
CSW International, Inc.
(Cayman) No Cayman Islands 100
CSW Vale LLC No Cayman Islands 100
EnerShop inc. No DE 100
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Scction 4.3(a)

Capitalization - Company Commoa Stack

As of November 7, 1997, 10,410,363 shares of Company Common Stock were reserved for
future issuance for the following purposes and in the following amounts:

PowerShare direct purchase program 2,018,840 shares

Central and South West Corporation

Retrement Savings Plan 4,392,722 shares

Central and South West Corporation

1992 Long Term Incentive Plan y 3,912,100 shares

CSW Directors’ Compensation Plan 86,701 shares
10
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Section 4.3(c)

EXHIBIT 4

Capitalization - Significant Subsidiary Stock

As of November 7, 1997, the following is the authorized. issued and outstanding capital stock
of, or other equity interest in, each of the Company’s Significant Subsidiaries:

Name Shares Authorized Shares Issued and Outstanding
Central Power & Light Company 12,000,006 Common 6,755,535 Common
3,035,000 Preferred 1,659,524 Preferred
Public Service Company of 11,000,000 Common 9,013,000 Common
Oklahoma 700,000 Preferred 52,709 Preferred
Southwestern Electric Power 7,600,000 Common 7,536,640 Common
Company 560,000 Preferred 321,043 Preferred
West Texas Utilities Company 7.800,000 Common 5,488,560 Common
60,000 Preferred 23,675 Preferred
CSW Intemnational, Inc. 1,000 Common 1,000 Common
CSW Intemational Two. Inc. 1,000 Common 1,000 Common
CSW UK Finance Company 1,000,000,000 shares 474,750,003 shares
CSW Investments 1,000,000,000 Class 527,500,000 Class C shares
A/B/C/D shases 225,000,000 Class D shares
SEEBOARD GROUP plc 1,000,000 shares 50,001 shares
SEEBOARD plc 400,000,000 ordinary shares 250,493,703 ordinary shares

| red preferred share

no red preferred share

All of the shares, other than the preferred shares, reflected as outstanding above are owned

11
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by the Company or a Subsidiary of the Company. No shares of preferred stock reflected above are
owned by the Company or any of its Significant Subsidiaries.
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Section 4.5(a)
Utility Regulation
Name Regulatory Authority
Central Power & Light Company State of Texas: FERC
Public Service Company of Oklahoma State of Oklahoma; FERC
Southwestern Electric Power Company States of Texas, Arkansas and Louisiana;
FERC
West Texas Utilities Corapany State of Texas; FERC
CSW/CG ChoiceCom, L.P. Srates of Texas and Oklahoma; FCC
CSW International, Inc.
. Brazil Agencia Nacional de Energia Electrica
(ANEELY); Departmento Nacional de Aguase
Energia Electrica (DNAEE)
. Mexico Comision Reguladora de Energia (CRE)
. Chile Regulated Market (greater than 2000 kW) -

Ministry of the Economy and National Energy
Commission; Spot Market (generators) -
Economic Load Dispatch (CDEC); Free
Market (greater than 2000 kW) - freely

negotiated
. England and Wales Electricity Act 1989; Office of Electricity
Reguiation
CSW Energy, Inc.*
. Brush Cogeneration and State of Colorado
Thermo Cogeneration
. Polk Power and Orange State of Florida
Cogeneration
. Sweeny Cogeneration State of Texas
CSW Power Marketing, Inc. FERC

12
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Qualifying Facility projects listed above are indirectly rate regulated based on avoided costs.

By order issued January 24, 1997, the SEC authorized the Company to invest the proceeds
of the issuance and sale of common stock and debt in exempt wholesale generators ("EWGs") and
foreign utility companies ("FUCOs"), as those terms are defined in sections 32 and 33 of the Holding
Company Act, and to guarantee the obligations of such entities in an amount. when added to the
Company's aggregate investment in all such entities, of up to 100% of the Company's consolidated
retained earnings. In connection with such approval granted by the SEC, the Company made certain

agreements with the Public Utility Commission of Texas ("PUCT") and with the Arkansas Public
Service Commission ("APSC").

In its agreement with the PUCT, the Company agreed to generally comply with the
requirements of PUCT Substantive Rule 23.18, and in its agreement with the APSC, the Company
and SWEPCO agreed that electric rates charged to Arkansas ratepayers would not be adversely
affected as a result of the Company's investments in FUCOs, EWGs, or other non-regulated
businesses. The Company and SWEPCO also agreed if SWEPCO's bond ratings are downgraded
1o certain levels and for certain periods as specified in the agreement, due in whole or in part to
CSW's investments in FUCOs, EWGs, or other non-regulated businesses, SWEPCO and the
Company agree to a divestiture of SWEPCO transmission and distribution assets by written order
of the APSC and under the procedures described in the agreement.
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Lo S

Section 4.5(b)
Approvals

The Company and its Subsidiaries must comply with the applicable requirements of the
following Laws, Regulations and Orders in connection with the execution, delivery or performance
of the Agreement or any instrument required 1o be executed and delivered by the Company or any
of its Subsidianies at the Closing:

(i)
(i)
(i)
(iv)
(v)
(vi)

(vir)
(viii)
(ix)
(x)
(xi)

the Secunties Act;

the Exchange Act;

the Holding Company Act;

the Federal Power Act;

the Cornmunications Act;

the applicable state statutory provisions, commission rules and general orders
in Arkansas, Louisiang, Oklahoma and Texas;

the Atomic Energy Act;

state secunties or blue sky laws;

the HSR Act;

the NYSE; and

the filing and recordation of appropriate merger documents as required by the
Delaware Law.

Although the mergers of Central and South West Corporation into Augusta Acquisition
Corporation is not itself subject to any governmental approval in the United Kingdom, the fact that
each of Central and South West Corporation and American Electric Power Company, Inc. has
ownership interests in regional electricity companies may give rise to regulatory review in the United

Kingdom.
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Section 4.7(c)

No Omissions of Liabilities or Obligations

Reference is made to Section 4.10 of the Company's Disclosure Letter for a description of
CP&L Municipal Franchise fee litigation.
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Section 4.8(a)

Material Adverse Change

1. Those matters, liabilities and obligations excepted from the application of Section
4.7(c) of the Agreements because (i) they are disclosed in the Company's SEC Reports filed with the
Commission prior to the date hereof or (ii) they are adequately reflected, reserved for or disclosed
in the Company's Consolidated Financial Statements.

2. Those actions, suits, investigations or proceedings identified in Section 4.10 of this
Company's Disclosure Letter or excepted from the application of Section 4.10 of the Agreement

because they are fully and accurately disclosed in the Company's SEC Reports filed with the
Commission prior to the date hereof.

3. Those matters disclosed in Section 4.14 of this Company's Disclosure Letter or
excepted from the application of Section 4.14 of the Agreement because they are disclosed in the
Company's SEC Reports filed with the Commission prior to the date hereof.
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Section 4.8(b)

Proscribed Conduct

None.
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Section 4.9(b)

South Texas Nuctear Facility

None.

°
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Section 4.10

Litigation; Compliance with Laws

Franchise Fee Litigat

On May 13, 1996, the cities of San Juan and Pharr, Texas filed separate suits against CP&L
in Hidalgo County, Texas based on CP&L's alleged underpayment of franchise payments to the
cities. On December 31, 1996, the City of San Benito, Texas filed a similar suit in Cameron County,
Texas. The City of San Juan filed its suit both individually, and as a class representative of the cities
served by CP&L, in the 206th Dismrict Court of Hidalgo County. The City of Pharr filed its suit
individually in the 332nd District Court of Hidalgo County and the City of San Benito filed its'suit
individually in the 357th District Court of Cameron County. The cities are represented by Ramon
Gareia, a plaintiff's lawyer in Edinburg, Texas, who is also the Hidalgo County Democratic Party
Chairman. CP&L has retained Morris Atlas, Bob Galligan, and Juan Hinojosa as local counsel in
the San Juan and Pharr cases, and Ruben Pena as local counsel in the San Benito case.

Each of these cities asserts causes of action against CP&L for breach of contract, fraud,
unjust enrichment, and negligent misrepresentation, and also asserts certain audit rights under
CP&L's franchise ordinances. The cities seek payment of franchise fees based on revenues which
appear to be outside 1he scope of CP&L's franchise ordinances (which require payment based on
CP&L's sale of electricity) and on which CP&L has historically not paid franchise fees. Pharr and
San Juan have indicated that they are primarily interested in transmission and wheeling revenues.
San Benito has indicated that it is interested in CP&L's revenues from a power plant located within
the city limits. CP&L has filed a counterclaim in each of the cases asserting that it is entitled to
recover overpayments made to the cities purs.uant to the franchise ordinances.

A claas certification hearing in the San Juan case was held over four days between February
and June 1997. On July 15, 1997, Judge Evins signed an order certifying the class on all claims.
CP&L perfected an interlocutory appeal to the Corpus Christi Court of Appeals the next day.
Following the submission of briefs, oral argument was held on December 17, 1997.

In related franchise fee litigation brought by the City of Wharton, HL&P received an adverse
opinion from the Houston Court of Appeals affirming the trial court's certification of a class of
HL&P cities. In late June. the Texas Supreme Count dismissed HL&P's appeal for lack of
jurisdiction. The Court of Appeals' opinion could affect CP&L's ability 1o successfully contest the
San Juan class on appeal. Class cerntification does not impact the merits of the litigation, but
certainly raises the stakes at issue. HL&P has filed motions for summary judgment on certain issues
that will also be raised in the litigation against CP&L. No hearings on these motions have taken
place.

Rate Matters
On December 17. 1997, the Louisiana Public Service Commission initiated a proceeding to
review SWEPCO's rates in Louisiana. The staff of the Arkansas Public Service Commission has

indicated that it will review the ratas of all investor-owned utilities in Arkansas, other than Entergy
{which just completed a rate review), beginning in 1998.

-~

20

184




_ o EXHIBIT 4
= Page 102 of 149

Section 4.12(a)

Employee Benefit Plans - Company Benefit Plans

Central and South West Corporation Cash Balance Retirement Plan

Three officers of the Company (Thomas V. Shockley, 111, Ferd. C. Meyer, Jr. and Thomas M. Hagan)
are entitled to credit for 30 years of service under the prior (before amendment of the Plan)
pension formula in the Cash Balance Retirement Plan if they retire on or after obtaining the
age of 60.

Central and South West Corporation Retirement Savings Plan

Central and South West System Medical Plan - (Active and Retiree Provisions)

Central and South West System Group Life Insurance Plan - (Active and Retirce Provnslons)

Central and South West System Employees' Disability lncome Plan

Central and South West System Accident Protection Plan

Central and South West System Health Care Reimbursement Plan

Central and South West System Dependent Care Assistance Plan

Central and South West System Employees' Cafeteria Plan

Central and South West Corporation Special Executive Retirement Plan

Central and South West System Supplemental Disability Income Plan

Central and South West Corporation Executive Deferred Compensation Plan

Central and South West Corporation Executive Deferred Savings Plan

Central and South West Corporation 1992 Long-Term Incentive Plan

Central and South West Corporation Annuat Incentive Plan

Central and South West Corporation Memorial Gifts Program

Central and South West Corporation Directors Compensation Plan, including:
Central and South West Corporation 1985 Deferred Compensation Plan for Directors
Central and South West Corporation Deferred Savings Plan for Directors
Central and South West Corporation Medical Reimbursement Plan for Outside Directors
Central and South West Corporation Memorial Gifts Program

Central and South West Corporation Severance Benefit Plan

Central and South West Corporation PayDay Plus

CSW Energy, Inc. Incentive Plan

CSW EnerShop Annual Incentive Plan

ChoiceCom Sales Commission Plan

ChoiceCom Bonus Review

1997 Sales Compensation Plan - Mass Markets

1997 Sales Compensation Plan - Middle Markets

Central and South West Corporation Educational Assistance Program

Central and South West Corporation Employees Assistance Plan

16 Change of Control Severance Agreements with Current Executives

20 Benefit Agreements with Former Executives

CSW Key Contributor Program
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CSW Relocation Program for Exempt Employees
CSW Redsployment Program

Electricity Supply Pension Scheme

SEEBOARD Final Salary Pension Plan
SEEBOARD Pension Investment Plan
SEEBOARD Sharesave Plan

SEEBOARD Management Incentive Plan
Employments Agreements with employees in the U.K. required undcr UK. Law.

186




EXHIBIT 4

Page 104 of 149 .

Section 4.12(c)

Employee Benefit Plans - Qualified Status of Current Plans

(iii) Benefit Plan Amendments Since Favorable Determination Letter

1.

The Cash Balance Retirement Plan (formerly, the Pension Plan) last received a
favorablc determination letter on April 8, 1997. That plan has bsen amended and
restated effective July 1, 1997. The Company has not yet applied for a determination
letter for that plan as amended and restated.

The Retirement Savings Plan (formerly, the Thrift Plus Plan) last received a
favorable determination letter on October 26, 1994. That plan has been amended and
restated effective July 1, 1997. The Company has not yet applied for a determination
letter for that plan as amended and restated.

(iv) Benefit Plan Operations Affecting Qualified Status

The survivor annuitics paid to certain spouses of deferred vested panicipants under
the Cash Balance Retirement Plan in instances when the spouse was more than five
years younger than the participant were calculated improperly. Specifically, an
erroneously calculated actuanial reduction resulted in a smaller distribution for some
individuals than was required. ‘The estimated liability to pay amounts owned to the
affected individuals is approximately $50,000. The Company intends to submit this
defect to the Internal Revenue Service under the Voluntary Compliance Resolution
Program (the “VCR Program").

For years 1992-1997, a smaller matching contribution was made under the
Retirement Savings Plan to some participants than was required. The estimated
liability to pay amounts owed to the affected participants is $500,000. The Company
intends to submit this defect 1o the Internal Revenue Service under the VCR
Program. The filing fee for the VCR Program will be $10,000.
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Section 4.12(h)

Employee Benefit Plans - Timely Contributions

See "Benefit Plan Operations Affecting Qualified Status" in Section 4.12(c) of the Company's
Disciosure Letter. “
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Section 4.12(j)

Emplayee Benefit Plans - Excess Parachute Payments

The Company has entered into the change in control agreements identified below and will
enter into Retention Agreements with key employees following execution of the Agreement. In
addition, the Long-Term Incentive Plan provides for the acceleration of certain benefits upon the
consummation of the transactions contemplated in the Agreement. A portion of the payments made
pursuant to these agreements would be reasonably likely to be non-deductible under Section 280G
of the Internal Revenue Code of 1986, as amended.

Change-in-Control Agreements:

1. That certain Change in Control Agreement between Central and South West
Corporation and E.R. Brooks, dated December 30, 1996.

2. That certain Change in Control Agreement between Central and South West
Corporation and Thomas V. Shockley, I1I.

3. That certain Change in Control Agrecment between Central and South West
Corporation and Ferd. C. Meyer, Jr., dated November 20, 1996.

4, That certain Change in Control Agreement between Central and South West
Corporation and Glenn Files, dated December 20, 1996.

S. That certain Change in Control Agreement between Central and South West
Corporation and Thomas M. Hagan, dated November 19, 1996.

6. That certain Change in Control Agreement between Central and South West
Corporation and Venita McCellon-Allen, dated November 19, 1996.

7. That certain Change in Control Agreement between Central and South West
Corporation and Richard H. Bremer, daied November 27, 1996.

8. That certain Change in Control Agreement between Central and South West
Corporation and Robert L. Zemanek, dated December 20, 1996.

9. That certain Change in Control Agreement between Central and South West
Corporation and Terry D. Dennis, dated December 20, 1996.

10.  That cenain Change in Contro! Agreement between Central and South West
Corporation and T.J. Ellis, dated December 5. 1996.

IRE That certain Scverance Agreement between Central and South West
Corporation and Richard P. Verret. dated December 20, 1996.

25
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12.  That certain Change in Control Agreement between Central and South West
Corporation and Bruce Evans. dated December 20, 1996.

13.  That certain Change in Control Agreement between Central and South West
Corporation and Pete Churchwell, dated December 20, 1996.

14.  That certain Severance Agreement between Centra] and South West
Corporation and Floyd Nickerson, dated December 20, 1996.

15.  That certain Change in Control Agreement between Central and South West
Corporation and Glenn D. Rosilier, dated December 20, 1996.

16.  That certain Change in Control Agreement between Central and South West
Corporation and Michael D. Smith, dated December 20, 1996.
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Section 4.12(k)

Employee Benefit Plans - No Required Increase in Contributions

1. The Change in Control Agreements discussed in Section 4.12(j) of the Company's
Disclosure Letter provide certain increased contributions, increased benefits and additional vesting

and service credits.

2. Upon consummation of the transactions contemplated by the Agreement, (i) all stock
options granted pursuant to the Long-Term Incentive Plan become immcdiately exercisable, (ii) all
restrictions and conditions lapse with respect to restricted stock awards granted under that plan and
(iii) all performance units granted under that plan are deemed fully eamned.

12
~1
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Section 4.12(m)

Employee Benefit Plans - Retiree Benefits

1. The Company provides retiree medical benefits and retiree life insurance benefits to
eligible retirees.

2. The Company provides rotirec medical benefits to eligible retired directors.

3. The Company has entered into 20 agreements with cenain former executives that

provide for retiree medical benefits and/or retiree life insurance benefits and for accelerated or
increased contributions, benefits, vesting and service credits.

28
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Section 4.12(0)

Employee Benefit Plans - Collective Bargaining Contracts

The contract between PSO and IBEW Lacal Union No. 1012 expired on September 30, 1996.
The Company negotiated with this local from July 24, 1996 until-December 19, 1996, when PSO
declared an impasse and implemented the provisions of the proposed contract. On January 23, 1997,
the union filed an unfair labor practice grievance against PSO. A hearing has been scheduled in
March 1998 by the National Labor Relations Board.
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Section 4.12(p)

Funding of Certain Benefits

The Company has created and funded a rabbi trust for $500.
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Section 4.13(b)

Taxes - Audits

The following tax returns have not been audited:

Federal Income Tax

The Federal income tax retums of the Company and its consolidated subsidiaries for
the tax years 1993, 1994, 1995 and 1996 are currently under audit.

State Income/Franchisc Tax
The Company and its consolidated subsidiaries operate in a number of states.

Consequently, various tax returns from the years 1990 through 1997 arc currently
under audit.

United Kined
UK Tax Retums for all accounting periods up to and including the period ended
March 31, 1994 have been agreed with and closed by UK Inland Revenue.
Accounting periods subsequent to March 31, 1994 are currently under audit.

The following audits have not become final:
Federal Income Tax /
The Federal income tax returns of the Company and its consolidated subsidiaries for
the tax years through 1992 have been audited, and the Company is awaiting a tax

refund. The Company is not currently. pursuing appeals or litigaton with respect to
such years.

State Income/Franchise Tax

The Company and its consolidated subsidiaries operate in a number of states.
Consequently, various 1ax returns from the years 1990 through the current year are
currently under audit.
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The following federal Tax Returns' starutes of limitations have been extended as set forth below:

Federal Income Tax

Tax years 1990, 1991 and 1992 have been extended through December 31, 1997.
Tax years 1993 and 1994 have been extended through September 15, 1999.

32
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\
|
\
1 Section 4.13(c)

Taxes - Extensions of Time

See the disclosure provided in Section 4.13(b) of the Company's Disclosure Letter for
extensions of time for the assessment or payment of any Tax due with respect to the period covered
by any Tax Return.




None.

Section 4.13(e)

Taxes - Affiliated Group

34
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Section 4.14

Environmental Matters

1. Anglo Iron Metal (*Anglo”), a salvage yard, alleges that several years ago Central
Power & Light Company (“CP&L™) sold it capacitors that have released contaminants on Anglo's
property. Anglo has worked out an agreement with the United States Environmental Protection
Agency (“EPA™) to clean up the site under the Texas Natural Resource Conservation Commission
(“TNRCC”) Voluntary Cleanup Program and pay an undisclosed penalty. Anglo has asked CP&L
to participate in cleanup and disposal activities. Anglo has notified CP&L that it has documents
which it believes indicate a strong correlation between CP&L and PCBs at Anglo's facility. CP&L
has declined to participate in Anglo's cleanup. '

2. The Texas Water Commission requested that Southwestern Electric Power Company
(“SWEPCO”) sample in 1991 for selenium levels in fish at the Welsh and Pirkey Power plants'
lakes. Based on those results, the Texas Department of Health issued an advisory regarding
consumption of fish in these lakes.

3. The Oklaunion power generating facility maintains ponds into which wastewater is
pumped and allowed to evaporate. Through regular monitoring. West Texas Utilities Company
(“"WTU™) discovered that the ponds' permeability index was higher than the standards recommended
by the Texas Water Commission. WTU voluntarily instituted corrective action to lower the
permeability. The plan is 10 lower the levels of leakage. WTU is reporting its progress to the Texas
Water Commission.

4. The Company and its Subsidiaries have several “grandfathered” gas-fired units in
Texas. Because of the age of these plants, the plants are not required to have air permits. Texas is
considering air quality legislation which, if passed, could require the “grandfathered” plants to incur
air compliance costs, which costs could be substantial.

5. Some of the Subsidiaries' facilities have exceeded opacity limits. These excesses
have been disclosed to the government and discussed with Representatives of Augusta.

6. A Subsidiary has excecded an aluminum limitation in a water discharge permit. This
has been reported to the government and discussed with Representatives of Augusta.

7. A Subsidiary has exceeded a copper limitation in a water discharge permit. This has
been reported to the government and discussed with Representatives of Augusta.

8. EPA recently promulgated a more stringent National Ambient Air Quality Standard
("NAAQS") for particulates. While there is uncertainty about what will ultimately be required in
response to this standard, there is a potential for the impact of the standard on the Company and its
Subsidiaries to be substantial.
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9 EPA recently promulgated a more‘stringcnt NAAQS for ozonei; While tl::;eﬁ;i
in about what will ultimately be required in response to this standard, t erg,r g acpo
for the i t of the standard on the Company and its Subsidiaries to be substantial. The o;npnn)tl.
fxc:rsmp:olgilg:g its worst case cost estimates with respect to this new standard to Representatives o

Augusta.
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Section 4.15

Insurance

The Company’s Neil | Insurance policy relating to the South Texas Nuclear Plant was
canceled after the Company sued to collect on a denied claim. .Such insurance policy was later
retroactively reinstated as if the cancellation had never taken place.

37

201




EXHIBIT 4
¢ .. Pagel19of 149

Section 4.17
Affiliates
Board of Directors of CSW
Glenn Biggs
Molly Shi Boren
E.R. Brooks
Donald M. Carlton
T.J. Ellis
Glenn Files
Joe H. Foy
Robert W. Lawless
James L. Powell
Thomas V. Shockley, ITI
Dr. Richard L. Sandor
Lloyd D. Ward
cutive
E.R. Brooks Chairman and Chief Executive Officer
Thomas V. Shockley, 11 President and Chief Operating Officer
Glenn Files Executive Vice President
Ferd. C. Meyer, Jr. Senior Vice President and General Counsel
Glenn D. Rosilier Senior Vice President and Chief Financial Officer
Thomas M. Hagan Senior Vice President, External Affairs
Venita McCellon-Allen Senior Vice President, Corporate Development and
Assistant Corporate Secretary
Kenneth C. Raney, Jr. Vice President, Associate General Counsel and
Corporate Secretary
Stephen J. McDonnell Vice President, Mergers and Acquisitions
Lawrence B. Connors Controller
Wendy G. Hargus Treasurer
iness Uni s
Central and South West Services, Inc.
Richard H. Bremer President, Energy Services
Richard P. Verret President, Power Generation
Robernt L. Zemanek President, Energy Delivery
38
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T.J. Ellis Chairman and Chief Executive
Centra] Power & Light Company

M. Bruce Evans President e

i¢c Servic

T.D. Churchwell President
Wﬂm&mm

Michael D. Smith President

s Lilities Co
Floyd W. Nickerson President

SSW E.ne[gy, !gc.
Terry D. Dennis
jo C.
Terry D. Dennis
SW G

Donald A. Shahan
EnerShop Inc,

Richard H. Bremer
CSW Credit, [nc,

Glenn D. Rosilier
CSW Leasing. Inc.

Glenn D. Rosilier

President and Chicf Exccutive Officer

President and Chief Executive Officer

President

President

President

President
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Other Affiliates

Sec Section 4.1 of the Company's Disclosure Letter for a listing of subsidiaries of the
Company that may be deemed to be "affiliates" of the Company as that term is used in Rule 145
under the Securities Act.
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Section 4.19

Brokers

The terms of that certain engagement letter by and between the Company and Credit Suisse
First Boston ("CSFB") provide for the payment to CSFB of £3,000,000 i the event that the
Company acquires all or any part of Yorkshire Electricity Group PLC within one year following the
termination of such agreement..

41
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Section 6.1
Company Permitted Transactions

The following descriptions of Company Permitted Transactions contain information in
addition to that necessary to identify the transactions as Company Permitied Transactions. Such
additional information shall not be deemed to be a requirement that a Company Permitted
Transaction be undertaken in precisely the manner described. Changes in the scope and investment
of a transaction that are not substantial (as measured against such transaction taken as a whole) shall
be permitted.

Active Projects:
g, _ oy

Description: CSW International, Inc. ("CSWI") is planning to refurbish 4 lignite plants located
between the cities of Afsin and Elbistan, Turkey for approximately US$750 million.
The plants provide power totaling approximately 1376MW. The funds for the
refurbishment are expected to be provided through the revenues from electric sales
from the plants and will not be equity-funded. An additional approximately $100
million equity may he required if CSWI pursues the additional Elbistan B project
which is adjacent to the Elbistan A project.

During the next five years, CSWI will build two additional approximatcly 344MW
power plants for approximately US$1.6 billion The construction is expected to be
funded through plant revenue-streams with no equity requirements. The contract
provides for a 20 year concession to operate the plants, with the return of all assets
10 the Turkish government at the end of the concession period. CSWI expects to
operate the piants. The plants are mine-mouth, and the mines are expected to be
operated by North Amenican Coal. The project is expected to begin in the second
quartor of 1998 and is expected to require an initial equity investment by CSW1 of
approximately US$60 million. In addition, during 1998 CSW1 will establish a
working capital linc of credit of up to approximatcly US$150 million. The
refurbishment and construction is expected to be funded through cash flows of four
existing plants.

Estimated Commitments: 1997 Commitment: US$0
1998 Commitment:  US$60 million plus US$150 million working
capital line of credit
1999 Commitment: USS100 million

Partners: CSWI - 22.5%
North American Coal - 22.5%
ERG Insaat Ticaret Ve Sanayi A.S. (Turkish engineering firm) - 55%

Status: Executed Memorandum of Understanding.

Initial araft of Shareholders Agreement.
Government approval required.
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Sunshi :hilg - Chi

Description:  CSWI is purchasing an ownership share in a public Chilean generating company,
Chilgener. CSWT has acquired a 4.9% interest, for approximately US$110 million,
in Chilgener through direct purchases on the Chilean stock market. CSWI's
ownership in Chilgener is not disclosed publicly. CSWI intends to purchase up to
a 20% ownership in Chilgener during the first quarter of 1998. This additional
investment is expected to cost approximately US$400 million. In 1998, CSWI
expects to undertake financing of approximately US$510 million, resuiting in a
debt/equity ratio of approximately 75/25.

Estimated Commitments: 1997 Commitment: US$112 million
1998 Commitment: US$400 million
1998 Financing: US$510 million

Partners: None.

Status: CSWI holds a 4.9% ownership.
Negotiating with other parties to acquired additional stock.

Shore Wi C

Description: CSWI is planning to construct and operate a gas-fired power plant on the southern
coast of England, requiring an investment of approximately US$150 million. The
plant is expected to provide SOOMW. Construction i1s expected to begin in the
second quarter of 1998 and is expected to be completed july 2001,

Estimated Commitments: 1997 Commitment: US$1.5 million
1998 Commitment: US$6.6 million
1998 Construction Financing: US$20 million
1999 Commitment: US3$17.6 million
1999 Construction Financing: US$88 million

Partners: CSWI - 50%
Scottish Power - 50%

Status: Executed Memorandum of Understanding

Drafting Sharcholder's Agreement.
Government permits and approvals have been obtained.
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Vale P Additional 1 |

Description:

CSWI currently owns 37% of Vale Paranapanema, a Brazilian electric holding
company (“Vale”). Vale owns voting majorities in seven clectric companies in
southern Brazil. CSWI has currently invested US$80 million in Vale. Due to Vale's
acquisition of CEMAT, an electric utility, in December 1997, CSWI can invest an
additional US$69 million additional in Vale.

Estimated Commitments: 1996 Commitment: US$$40 million

Partners:
Status:
Lajeado

Description:

1997 Commitinent: US$40 million
1998 Commitment: USS$69 million

None.

CSWI is reviewing the investment opportunity and will determine whether the
investment will be made.

Vale plans to construct 2 850 MW hydro facility in southern Brazil. Vale owns the
concession to build the plant for an estimated total construction cost of US$700
million. CSWI has the right to directly invest in the project through a 10% equity
interest of approximately US$70 million.

Estimated Commitments: 1997 Commitment:  $0

Partners:

Status:

1998 Commitment:  US$3.5 million equity/US$3.5 million debt
1999 Commitment: US$7.0 million equity/US$7.0 million debt

Vale

Under evaluation.

44
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Guna Power Plant, India
Description: A naptha-fired power plant providing 330MW is planned to be constructed in Guna,

India. CSWI is expected to be required to invest approximately US$37 million. The

. construction is expected to begin in the second quarter of 1998, with completion in

2000.
Estimated Commitments: 1997 Commitment; US$2.0 million
1998 Commitiment: US$6.7 million
1999 Commitment: US$3.4 million
1998 Construction Financing: US$16.0 million
1999 Construction Financing: US$8.0 million
Partners: Steel Tubes of India, ltd - 26%
1G-One Limited (Mich. Consol. Nat. Gas) - 24%
Tenaska CSW Intcrmational Ltd - 20%
IGC-STI Guna Company (ILLINOVA) - 20%
Unsubscribed - 10%
*CSWI & Tenaska 50/50 partnership, resulting in an effective ownership of CSWI
of 10%.
Status: Joint Development Agreement is signed.
The supply from the plant has been atlocated by the Indian government.
CEA clearance has been received hut awaiting final governmental approvals.
Caiun - Louisi
Description: CSWE plans 1o purchase Big Cajun 1, a 2-unit 220 MW gas-fired station, and 86%

of Big Cajun II, a 3-unit 1480 MW (Cajun’s portion) coal fired station. Gulf States
Utilities owns 42% of Big Cajun I1.- CSWE’s total investment is expected to be
$1.015 million. The initial investment of $1,015 million is expected to be financed
with approximately 70-85% project non-recourse debt. CSW is guaranteeing a $25
million member cooperative note to the Rural Utility Service and plans to execute a
25 year power supply agreement with the existing Cajun member distribution
cooperatives. The member cooperatives have a peak load of 1540 MW and serve
over 300,000 customers. Currently, CSW has executed power supply agreements
with 8 of the 12 member cooperatives.

Estimated Commitments: 1997 Commitment to date;  $8.2 million

Status:

1998 Commitment: $1,013 million
1998 Financing: $815 million

Expect bankruptcy confirmation on 1/15/98.

¥ §N
(]
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Fro exgs

Description: CSW Energy, Inc. ("CSWE") plans to construct and operate an approximately 500
MW merchant plant in the Rio Grande Valley, Texas for approximately $200 million.
The plant’s expected completion date is May 1999.

Estimated Commitments: 1997 Commitment:  $0
1998 Commitment:  $110.0 million
1999 Commitment:  $81.0 million
1999 Financing: $140.0 million*

* Assumes 100% CSWE ownership

Partners: Either 100% CSWE, or potentially 50% with a partner.
Status: Negotiating terms with potential partner.
& {ico

Description: CSWE plans to construct a 209 MW cogeneration facility in Monterey, Mexico for
approximately $109 million. The plant’s expected completion date is January 2000.

Estimated Commitments: 1998 Commitment: $39.0 million
1999 Commitment: $51.0 million

Partners: None.

Status: Process of formalizing Memorandum of Underswanding on power purchase and stearn
sales.

Sweeney Power Plant

Description: A three-unit cogeneration plant is being built in Sweeny, Texas. The final unit is
expected to come on line in January 1998. The total cost of the project is
approximately $194 million. [n order 1o obtain qualifying facility status, CSWE has
sold 50% of the project, with a buyback option. CSWE intends to exercise the
buyback simultaneously with a final sale of the facility during the first quarter of
1998, CSWE will project finance Sweeny in 1998,

Estimated Commitments: 1997 Commitment to date:  $155 million
1998 Commitment: $41 million
1998 Financing: $125 million
1998 Sale to third party: $35 million

26
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ltamice. Mexi

Description: A 109 MW cogeneration unit is being constructed near Monterey, Mexico, with a
thermal host of an industrial complex. The plant is expected to go on line in March
1998 at a total cost of approximately $75 million. CSWI owns 50% of the plant.
CSWI has provided the construction financing to.date and expects to seek project
level financing of $53 million upon completion of the plant ua the second quarter of

1998.
Commitments: 1997 Commitment to date:  $64 million
1998 Commitment: 511 million
1998 Financing: $£53 million (CSWI portion is 50%)

1998 Equity from ALPEK: $11 million

Partners: CSWI - 50%
ALPEK - 50%

Status: Nearing completion, on line March 1998.
Other Activities of CSW Energy/CSW International:

Sale of Sweeny 50% interest (approx. $100 million)
Completion of employmont contract with Don Butynski

Contract with Parallel Products for thermal host of Mulberry plant
Capital investment in Mulberry associated with Parallel Products (est. $1 million)

bW

Potential New or Expanded Activities:
CSW Communications

1. Ongoing ordinary business of CSW/ICG ChoiceCom, L.P.

2. Investment in the Tulsa automated meter-reading project is expected to be $25
million.
3. Internet services to be offered by ChoiceCom with an expected $25 million
nvestment.
4, Land mobile radio and tower leasing with an expected $10 million investment.,
a7
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Marketing and Sales:

1. Offer natural gas to customers in Okiahoma beginning in 1998.

|
|
2. Expansion of office in Boston established to participate in competitive markets.
’ Pow eti

l. Pursuing new 50 MW wholesale load for City of Coffeyville. Investment in
transmission related to this transaction is expected to be $11 million.

Business Yentures:

1. Annual capital requirements of $10 million.

"‘ 8
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Section 6.2(a)

Negative Covenants - Company Covenants

1. The Company may continue to operate, and to contribute to and manage the assets
of any trust established to fund compensation and benefits under, the Company Benefit Plans and
all other plans, programs, agreements, policics and arrangements providing compensation or benefits
for any employee, director, former employees or former director of the Company or any of its
Subsidiaries. In addition, the Company may amend. modify or terminate any Company Benefit Plan
and any other plan, program, agreement, policy or arangement providing compensation or benefits
for any employee, director, former employee or former director of the Company or any of its
Subsidiaries, and may adopt any new Company Benefit Plan or other plan, program, agreement,
policy or arrangement providing compensation or benefits for any employee, director, former
employee or former director of the Company or any of its Subsidiaries, provided that (i) any such
action is for the purpose of making administrative or technical changes or is necessary 10 comply
with the requircments of applicable Law or (ii) if any such action is not described in the foregoing
clause, any increase in the cost of compensation and benefits resulting from such action would not
exceed an amount equal to 10% of the applicable plan, program, agreement, policy or arrangement
budget for the prior year.

2. The Company may make awards and pay compensation and benefits pursuant to the
1992 Long-Term Incentive Plan and its Annual Incentive Plan consistent with its past practice.

3. The Company, after consultation with Representatives of Augusta, may enter into
retention agreements with key employees (other than those employees identified in Section 4.12(j)
of the Company's Disclosure Letter as having change in control agreements with the Company)
providing incremental compensation in an amount equal to the employee's annual salary which, in
the aggregate. do not provide for total incremental compensation in excess of $15 million.

4. CSW Energy, Inc. may enter into an employment contract with Donald Butynski as
president of its wholly-owned subsidiary, Diversified Energy Contractors Company. The agreement
will contain provisions commensurate with such a position, including, without limitation, salary,
bonus, perquisites, other benefits and severance.

S. To the extent not inconsistent with Sections 4.6 and 7.8 of the Agreement, the
Company may adopt, execute and impicment the Company's Rights Plan, including (i) the dividend
distribution of the rights, (ii) the making of adjustments to the purchase price, (iii) the sale and
issuance of Company Common Stock or other securities of the Company, or the transfer of other
assets, in exchange for rights and (iv) amending the Company's Rights Plan as psrmitted by the terms
thereof.
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Section 6.2(a)(vli)

Negative Covenants - Company Covenants - Expenditures

1998 1999
(in'd:t;unnds)
Central Power & Light $ 9472 § 8,485
| Nuclear 18,888 24,904
‘ Nuclear Fuel 14,583 14,139
‘ Production 14,583 14,1 39v
} Transmission 13,548 17,617
' Distribution 65.428 69,340
: General 7,470 9,486
AFUDC Debt 2,108 2,346
| . Removal Cost 11,938 7,280
$143,435 3153601
Public Service Company of Oklahoma
Production 6,922 14,334
Transmission 3.699 4,692
Distribution 48,618 54,775
General 10,585 11,914
AFUDC Debt 1,679 1,779
Removal Cost 11,495 8,496
$82,998 $95,990

‘ 50
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Southwestern Electric Power Company

Production
Transmission
Distribution
General
AFUDC Debt

Removal Cost

West Texas Utilities Company
Production
Transmission
Distribution
General
AFUDC Debt

Removal Cost

SEEBOARD-Construction (})
SEEBOARD-Other Invesmment

CSW Services & CSW Parent

Total Core Business

1998 1999
(in thousands)

$ 26,091 $ 10,225
22,640 31,431
33,623 42,304
10,705 12,134
2318 3,050
5,920 4,844
$101,297 $113,588
3,208 5,003
10,234 9.023
12,758 19,480
9,346 4,963
1.087 1,269
5,660 3,322
$42,290 $43,150
130,880 109,760
30.400 34,080
£161,280 $143,840
6.300 6,426
$537.600 $556.595
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1998 1999

(in thousnnds)_

Core Business Non-Fuel O&M

CP&L $ 342,420 $ 349,268
PSO 155,779 158,894 ;
SWEPCO 187.260 191,014 ' |
wTU 106,158 108,281
SEEBOARD 240,087 244,889
CSW Corporate 40,107 40,909

Total $1,071.820 $1.093.255

(1) Substantially all is Distribution

@ 5
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Section 7.10(b)

Separate Company Plans

Central and South West Corporation Cash Balance Retirement Plan

Central and South West Corporation Retirement Savings Plan -

Central and South West System Medical Plan - (Active and Retiree Provisions)
Central and South West System Group Life Insurance Plan - (Active and Retiree Provisions)
Central and South West System Employees' Disability Income Plan

Central and South West System Accident Protection Plan

Central and South West System Health Care Reimbursement Plan

Central and South West System Dependent Care Assistance Plan

Central and South West System Employces' Cafe:eria Plan

Central and South West Corporation Special Executive Retirement Plan
Central and South West System Supplemental Disability Income Plan

Central and South West Corporation Executive Deferred Compensation Plan
Central and South West Corporation Executive Deferred Savings Plan

Central and South West Corporation Severance Benefit Plan

CSW Redeployment Program

Electricity Supply Pension Scheme

SEEBOARD Final Salary Pension Plan

SEEBOARD Pension Investment Plan
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Section 7.16

Rate Matters

See the discussion of Rate Matters included in Section 4.10 of this Company Disclosure
Letter. S

54
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AMERICAN ELECTRIC POWER COMPANY, INC.
1 RIVERSIDE PLAZA
COLUMBLUS, OHIO 43215

December 21, 1997

Central and South West Corporation
‘1616 Woodall Rodgers Freeway
Dallas, Texas 75202-1234

Ladies and Gentlemen:

Reference is made to the definition of "AEP’s Disclosure Letter” in the
Agreement and Plan of Merger, dated as of December 21, 1997, by and among American
Electric Power Company, Inc. ("AEP"), Augusta Acquisition Corporation and Central and
South West Corporation ("CSW") (the "Agreement"). This letter is AEP’s Disclosure Letter
as so defined. Notwithstanding the use of the terms Material and Material Adverse Effect in
the Agreement, the inclusion of a particular disclosure herein shall not mean that the item or
matter is Material or could reasonably be expected to have a Material Adverse Effect. Unless

the context clearly requires otherwise, capitalized terms used herein have the same meaning
ascribed to them in the Agreement.

Percentage of Voting
Jurisdiction Securities Owned by
Name of AEP Subsidiary of Incorporation Immediate Parent

American Electric Power Service Corporation New York 100.0
AEP Communications, Inc. Ohio 100.0
AEP Communications, LLC Virginia 100.0
AEP Resources Services Company Ohio 100.0
AEP Energy Services International, Ltd. Cayman Islands 100.0
AEP Energy Services, Inc. Ohio 100.0
AEP Generating Company Ohio 100.0
AEP Investments, Inc. Ohio 100.0

AEP Resources, Inc. GChio 100.0(a)
AEP Resources Australia Investments, Inc. Delaware 100.0
AEP Resources Australia Pty., Ltd. Australia 100.0
AEP Resources Australia Ventures, Inc. Delaware 100.0
AEP Resources Delaware, Inc. Delaware 100.0
AEP Resources Intemnational, Ltd. Cayman Islands 100.0
AEP Pushan Power, LDC Cayman Islands 99.0
Nanyang General Light Electric Company, Ltd. People’s Republic of China 70.0
AEP Resources Mauritius Company Mauritius 99.0
AEP Resources Limited United Kingdom 100.0
AEP Resources Project Management Company, Ltd. Cayman Islands 100.0
AEP Pushan Power, LDC Cayman [slands 1.0
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Name of AEP Subsidiary

Nanyang General Light Electric Company, Ltd.

AEP Resources Mauritius Company
AEPR Global Investments B.V.
AEPR Global Holland Holding B.V.
AEPR Global Ventures B.V.
AEI (Loy Yang) Pry. Lud.
Appalachian Power Company
Cedar Coal Co.
Central Appalachian Coal Company
Southern Appalachian Coal Company
West Virginia Power Company
Augusta Acquisition Corporation
Columbus Southern Power Company
Colomet, Inc.
Conesville Coal Preparation Company
Simco Inc. :
Franklin Real Estate Company
Indiana Franklin Realty, Inc.
I[ndiana Michigan Power Company
Blackhawk Coal Company
Price River Coal Company
Kentucky Power Company
Kingsport Power Company
Ohio Power Company
Central Ohio Coal Company
Southern Ohio Coal Company
Windsor Coal Company
Wheeling Power Company

Jurisdiction

ot Incorporation

EXHIBIT 4
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Percentage of Voting
Securities Owned by
Immediate Parent

People's Republic of China

Mauritius
Netherlands
Netherlands
Netherlands
Australia
Virginia

West Virginia
West Virginia
West Virginia
West Virginia
Delaware
Ohio

Ohio

Ohio

Ohio
Pennsylvania
Indiana
Indiana

Utah

Indiana
Kentucky
Virginia
Ohio

Ohio

West Virginia
West Virginia
West Virginia

70.0
1.0
100.0
100.0
100.0
100.0
98.6(a)
100.0
100.0
100.0
100.0
100.0
100.0(a)
100.0
100.0
100.0
100.0
100.0
100.0(a)
100.0
100.0
100.0
100.0
99.1(a)
100.0
100.0
100.0
100.0

(@)  Significant Subsidiary. Yorkshire Power Group Limited, Yorkshire Holdings plc and
Yorkshire Electricity Group plc are also Significant Subsidiaries.

Section 5.3(a) AEP Common Stock

Dividend Reinvestment Plan (46,305,737 shares)
Employee Savings Plan (5,275,756 shares)

Section 5.3(c) Subsidiary Stock

Name Shares Authorized
AEP Resources, Inc.
Common 1,000
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Ordinary 440,000,100 440,000,002
Yorkshire Holdings plc

Ordinary 50,000 50,000
Yorkshire Electricity Group plc

Ordinary 220,000,000 159,270,954
Appalachian Power Company

Common 30,000,000 13,499,500

Preferred 1,700,000 420,565
Columbus Southern Power Company

Common 24,000,000 16,410,426

Preferred 250,000 250,000
Indiana Michigan Power Company

Common 2,500,000 1,400,000

Preferred 1,570,000 778,800
Ohio Power Company

Common 40,000,000 27,952,493

Preferred 1,562,403 294,021
Augusta Acquisition Corporation

Common 1,000 100

AEP owns 100% of the outstanding shares of AEP Resources, Inc.

AEP Resources, Inc. owns 50% of the outstanding shares of Yorkshire Power Group Limited.
An unaffiliated company owns the other 50% of such shares. Yorkshire Power Group
Limited owns 100% of the outstanding shares of Yorkshire Holdings plc. Yorkshire Holdings
plc owns 100% of the outstanding shares of Yorkshire Electricity Group plc. All of the
Common shares of APCo, CSPCo, 1&M and OPCo are owned by AEP. No Preferred shares
of APCo, CSPCo, 1&M and OPCo are owned by AEP.

Section S5.5(a) Utility Regulation

Name Regulatory Authority
AEP Generating Company FERC
Nanyang General Light Electric Henan Provincial Pricing Bureau

Company, Ltd
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Section 5.5(b) Approvals . -

Securities Act

Exchange Act

Holding Company Act

Federal Power Act

Atomic Energy Act

HSR Act

State Securities or Blue Sky Laws

NYSE

Filings of Merger Documents under Delaware Law
Communications Act

Affiliate transaction filings under Indiana, Virginia and West Virginia Law

Although the merger of CSW into Augusta Acquisition Corporation is not itself
subject to any governmental approval in the United Kingdom, the fact that each of CSW and
AEP has ownership interests in regional electricity companies may give rise to regulatory
review in the United Kingdom.

Section 5.7(c) No Omissions

No exceptions.

Section 5.8(a) Material Adverse Changes

1. Those matters, liabilities and obligations excepted from the application of
Section 5.7(c) of the Agreement because (i) they are disclosed in AEP’s SEC Reports filed
with the Commission prior to the date hereof or (ii) they are adequately reflected, reserved for
or disclosed in AEP’s Consolidated Financial Statements.

2. Those actions, suits, investigations or proceedings identified in Section 5.10 of
AEP’s Disclosure Letter or excepted from the application of Section 5.10 of the Agreement
because they are fully and accurately disclosed in AEP’s SEC Reports filed with the
Commission prior to the date hereof.

3. Those matters disclosed in Section 5.14 of AEP’s Disclosure Letter or excepted
from the application of Section S.14 of the Agreement because they are disclosed in AEP’s
SEC Reports filed with the Commission prior to the date hereof.

4. Those matters disclosed in Section 5.9(b) of AEP’s Disclosure Letter.
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Section 5.8(b) Proscribed Conduct

No exceptions.

Section 5.9(b) Cook Nuclear Plant

(1)  On September 9 and 10, 1997, during an NRC architect engineer design
inspection, questions regarding the operability of certain safety systems cause company
operations personnel to shut down Units 1 and 2 of the Cook Nuclear Plant. On September
19, 1997, the NRC issued a Confirmatory Action Letter requiring [&M to address certain
issues identified in the letter. I&M met with the NRC on December 16, 1997 and resolved
the technical issues identified in the letter. Several issues concerning short-term assessment
results need to be addressed further with the NRC. I&M is working with the NRC to resolve
these issues. At this time management is unable to deterrnine when the units will be returned
to service. If the units are not returned to service in a timely manner, it could have an
adverse impact on results of operations and possibly financial condition.

(2)  There is presently outstanding a fine of $25,000 from the NRC against

I&M stemming from a "whistleblower" claim made in 1991 by an employee of a non-
affiliated contractor at the Cook Nuclear Plant.

Section 5.10 Litigation; Compliance with Laws

See Section 5.9(b) above and Section 5.14 below.

Section S.12(a) Listing

AEP System Retirement Plan

Comprehensive Medical Plan

Dental Assistance Plan

Sick Leave and Layoff Allowance Plan

Salary Continuation and Layoff Allowance

Employee Savings

Long Term Disability

Exempt Employee Group Accidental Death and Dismemberment Insurance (AD&D)
Optional Accidental Death and Dismemberment Insurance Plan (OAD&D)
Dependent Life Insurance

Group Life Insurance

Hyatt Group Legal

Long Term Care

Group Auto/Homeowners

Vacation Policy

Holidays

Educational Assistance
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elocation .

Dependent Care Spending Accounts

Death in Family

Educational Matching Gifts

Service Awards

Performance Share Incentive Plan

Management Physical Examinations

Employee Assistance Plans

Supplemental Savings Plan

Management Incentive Compensation Plan

Senior Officer Annual Incentive Compensation Plan

Excess Benefit Plan (pension)

Mine Superintendent Incentive Compensation Plan

Fossil Plan Incentive Compensation Plan

Northern & Southern Hydro Incentive Compensation Plan
Region Service Organization Incentive Compensation Plan
Companywide Incentive Plan

Fuel Supply Mines, Conesville Prep and Cook Coal Terminal Incentive Compensation Plan
Fuel Supply River Transportation Incentive Compensation Plan
Annual Incentive Compensation Plan (AEP Energy Services, Inc.)
"Phantom Equity" Plan (AEP Energy Services, Inc.)

1982 and 1986 Deferred Compensation Plans

AEP and all its domestic Subsidiaries have a severance program for non-union
employees which is triggered by a downsizing or restructuring. No employment agreements
have been made available to CSW. Instead a spreadsheet listing the officers with
employment agreements was provided. The following is a list of officers AEP has
employment agreements with:

E. Linn Draper, Jr.
Paul D. Addis

Bruce H. Braine
Donald M. Clements
Luke M. Feck
Eugene E. Fitzpatrick
Rodney B. Plimpton
J. Craig Baker
Steven J. Lewis

Eric J. Van der Walde
C. David Mustine
Donald Boyd

Ali Azhad

Joseph Curia, Jr.
Douglas Penrod
David Dunn

Glen Riepl
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Thomas J. Seeley
Paul Weilgus
Ronald Petty

Non-Employee Director Plans:

Deferred Compensation and Stock Plan

Stock Unit Accumulation Plan

Group 24-hour Accident Insurance

Employment contracts required by law in the United Kingdom

Section 5.12(c ualified Status of Current Plans

Amendments have been made to the Employee Savings Plan (addition of loan
provision) and the AEP System Retirement Plan (clarification of earnings definition).

Section 5.12(d) No Termination of Current Plans
The Employee Stock Ownership Plan (PAYSOP) was terminated December 31, 1996.

Section 5.12(j) Excess Parachute Payments

No exceptions.

Section 5.12(m) Retiree Bepefits

(1)  AEP’s plans provide retiree medical and life insurance benefits to retirees upon
completion of ten years of service. While this provision can be unilaterally discontinued,
there are no plans to take this action. .

(2)  See Section 5.12(a) above for a complete list of AEP’s Benefit Plans.

Section 5.12(n) Multiemployer Plans

Multiemployer plans exist for our Fuel Supply operations employees
represented by the UMWA. Funding is addressed in AEP 1996 Annual Report, Appendix A
to Proxy.

Section 5.12(0) Collective Bargaining Contracts

(1) Certain AEP Subsidiaries are parties to a Collective Bargaining Agreement
with the United Steel Workers of America which is effective through December 22, 1998.
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(2) On December 17, 1997 a certified bargaining group of Cook Nuclear Plant

mechanics, welders and electricians totalling about 70 people represeated by IBEW voted in
favor of unionizing. The results of the election are in the certification process.

Section 5.13(b) Audits

All Federal Tax Return issues have been resolved through 1993 (except with
respect to corporate owned life insurance) and Federal Tax Returns for 1994, 1995 and 1996
are being audited. AEP and certain Subsidiaries file Tax Returns in various state and local
jurisdictions. The tax year in certain of these jurisdictions may be open from 1991 forward.
[n the opinion of AEP, no substantial liabilities exist in any of these state and local
jurisdictions.

Section 5.13(c) Extension of Time

No exceptions.

Section 5.13(e) Affiliated Group

No exceptions.
Section 5.14 Environmental Matters

(1)  Title V Permits. In a recent review of Title V permits, it was discovered that
an operating permit had never been obtained for the auxiliary boiler at the Mountaineer Plant.
An application has been filed and is expected to. be granted in the very near future.

) Comprehensive Environmental Response, Compensation and Liability Act
("CERCLA"). AEP Subsidiaries are presently defendants in five cases in which CERCLA

response cost claims have been made. AEP Subsidiaries are presently Potentially Responsible
Parties ("PRPs") at seven Federal CERCLA sites which are not in litigation.

In addition to these sites where AEP Subsidiaries are involved in litigation or
have been named PRPs, AEP Subsidiaries have received CERCLA information requests for
seven other sites where liability has not been resolved.

AEP Subsidiaries are presently PRPs under state law at one state site in
[llinois, Wastex (I&M).

Management’s present estimates do not anticipate material cleanup costs for

identified sites for which AEP Subsidiaries have been declared PRPs or are defendants in
CERCLA cost recovery litigation. However, if for reasons not currently identified significant
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costs are incurred for cleanup, future results of operations and possibly financial condition
would be adversely affected unless the costs can be recovered through rates.

AEP is aware of eight manufactured gas plants ("MGP") formerly operated by
a combined gas and electric company in Michigan prior to acquisition of that company by
AEP. These facilities were subsequently sold as part of the divestiture of other gas assets.
There have been no efforts by governmental entities to require a clean up of these facilities.
The current owner of these eight sites has requested available information which has been
supplied bty AEP. In addition, inquiries have been made by current owners of two other
former MGP sites in Virginia and Wisconsin. In all of these instances, AEP has taken the
position that there is an insufficient basis for cleanup liability.

A site at which MGP operations were discontinued was acquired by an AEP
subsidiary and is used for the location of a substation. :

(3) Asbestos. AEP has been named in a number of asbestos exposure law
suits. There are more than 4,000 claimants. Several are still pending in two West Virginia
counties. Settlements have resulted in approximately $7,500,000 paid to claimants in the last
several years.

(4) Clean Air Act. Compliance with Phase I and Phase Il under the Clean
Air Act with respect to sulfur dioxide ("SO",) will be obtained through a combination of a
wet scrubber installation at the Gavin Plant, fuel switching at most units, and SO, allowance
purchases. The capital cost associated with this compliance plan has been provided to CSW.

Compliance with Phase I and Phase II under the Clean Air Act with respect to
nitrogen oxide ("NO,")will be obtained primarily through the installation of low NO, burners,
and flame attemperation techniques (cyclone units). The capital cost associated with this
compliance plan has been provided to CSW.

The United States Environmental Protection Agency ("US EPA") currently has
two initiatives underway for reducing ozone levels which will uitimately require significant
reductions of NO, emissions from utility coal fired boilers. One is the implementation of the
new National Ambient Air Quality Standard ("NAAQS") for Ozone promulgated July 18.

The second initiative is US EPA’s announced (October, 1997) State Impiementation Plan
deficiency notice ("SIP Call") addressing the Ozone Transport issue which calls for significant
reductions in NO, from 22 states and the District of Columbia, including all of the AEP
System states. US EPA expects to finalize the SIP Call in November of 1998. US EPA then
plans to give states one more year to adopt formal rules implementing the SIP Call on a state
by state basis. ‘The SIP Call will establish NO, budgets based on meeting the 1-hour ozone
standard of 120 parts per billion and the new 8-hour standard of 80 parts per billion.

US EPA promulgated its final 8-hour ozone standard of 80 ppb on July 18,

1997. The Utility Air Regulatory Group filed an appeal of the rule in August of 1997 and
requested an expedited court review. Many other trade organizations have also filed appeals
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and the cases will be consolidated. It is anticipated that the court will decide on the case by
April of 1999.

The Clean Air Act Amendments of 1990 ("CAAA") require states to submit
proposed designations (attainment and non-attainment) to US EPA for approval within one
year of the effective date of the rule (September 16, 1997). After the States file their
proposed designations (by September 16, 1998), US EPA will have one year to approve the
designations. US EPA has authority under the CAAA to extend their approval time one year,
which is expected and would result in final designations by September of 2000. States will
have up to 3 years after the final designations to submit their proposed SIPs to US EPA
(September 2003). The CAAA also require that attainment be made within S years after the
designations are made, which would require the implementation of controls by September
2005. Since September is at the end of the ozone season, it is reasonable to expect that the
implementation of controls would not be required until the next ozone season, May 2006.

The impact on AEP operations as a result of these NO, standards is currently
under review. The cost of meeting these requirements could be substantial. Preliminary cost
estimates have been shared with CSW.

(&) Particulate Matter and Regional Haze. On July 18, 1997, the United States
Environmental Protection Agency published a revised National Ambient Air Quality Standard
("NAAQS") for ozone and a new NAAQS for fine particulate matter (less than 2.5 microns in
size). The new ozone standard is expected to result in redesignation of a number of areas of
the country that are currently in compliance with the existing standard to nonattainment status
which could ultimately dictate more stringent emission restrictions for AEP System generating
units. New stringent emission restrictions on AEP System generating units to achieve
attainment of the fine particulate matter standard could also be imposed. The AEP System
operating companies joined with other utilities to appeal the revised NAAQS and filed
petitions for review in August and September 1997 in the U.S. Court of Appeals for the
District of Columbia Circuit. '

US EPA proposed regional haze rules on July 31, 1997, proposing that a
control program be implemented to improve regional visibility in Class I (¢.g. National Parks
and Federal Lands) areas. Final rules are due in February 1998, with visibility monitoring
scheduled to begin in 1999. The states would then determine which sources are reasonably
anticipated to contribute to regional haze in 2001. It is possible, because of the close
relationship between PM, s and regional haze, that these two initiatives would be combined.
It is reasonable to expect that PM,  rules will take precedence, as they will be determined on
a medical basis as opposed to an aesthetic basis.

The impact of PM, ; and regional haze on AEP System operations is currently

under review, together with other environmental initiatives to identify possible synergies.
CSW has been given a presentation regarding the synergy study.
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The new PM, , standard, if finalized, could lead to substantial reductions in
allowable emissions of SO, from AEP System power plants.

(6)  Enforcement Initiative. US EPA has undertaken an enforcement initiative
which targets coal-fired power plants in US EPA Regions III, IV and V. This initiative is
focused on identification of physical or operational changes made at these plants since 1977
which may have triggered new source review ("NSR") or new source performance standard
requirements. The investigation appears to be premised on the assumption that industry
restructuring will result in increased reliance on older, underutilized capacity producing
significant increases in NO, emissions. US EPA has identified 25 power plants which will
receive visits by agency investigators. Interviews of key plant personnel and review of plant
records should be expected. The agency will be reviewing public records and evaluating data
from a variety of different sources including state environmental agency files and responses to
requests for information made under Section 114 of the Clean Air Act to determine whether

increases in emissions from these plants may have resulted from alterations not subjected to
NSR.

Section 5.15 Insurance

No exceptions.

Section 5.17 Affiliates

Directors

Peter J. DeMaria
John P. DesBarres

E. Lion Draper, Jr.
Robert M. Duncan
Robert W. Fni

Lester A. Hudson, Jr.
Leonard J. Kujawa
Gerald P. Maloney
Angus E. Peyton
Donald G. Smith
Linda Gillespie Stuntz
Kathryn D. Sullivan
Morris Tanenbaum

Executive Offi
E. Linn Draper, Jr. (Chairman of the Board, President and Chief Executive Officer of AEP
and of American Electric Power Service Corporation)

Peter J. DeMaria (Controller of AEP; Executive Vice President - Administration and Chief
Accounting Officer of American Electric Power Service Corporation)
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William J. Lhota (Executive Vice President of American Electric Power Service Corporation)

Gerald P. Maloney (Vice President and Secretary of AEP; Executive Vice President - Chief
Financial Officer of American Electric Power Service Corporation)

James J. Markowsky (Executive Vice President - Power Generation of American Electric
Power Service Corporation)

See Section 5.1 above for a listing of Subsidiaries deemed to be "affiliates” of AEP as
that term is used in Rule 145 under the Securities Act.

Section 5.19 Brokers

No exceptions.

Section 6.2(b) AEP Covenants
Subsection (b)

For purposes of Section 6.2(b), any entity formed pursuant to the joint venture formed
by AEP, Conoco, Inc. and E.I. Dupont de Nemours pursuant to their Agreement in Principle
shall not be deemed a Significant Subsidiary of AEP.

Clause (ii}(B)(3)

AEP will establish a survivor benefit plan and AEP Resources, Inc., AEP Resources
Services Company and AEP Communications, Inc. will establish long-term and annual
incentive plans.
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Clause (xiXE)

The aggregate amount of $850,000,000 is budgeted for indebtedness by AEP.

EXHIBIT 4
Page 149 of 149

Very truly yours,

AMERICAN ELECTRIC POWER

COMPANY, INC.

By: __L &MX‘

Accepted by:
CENTRAL AND SOUTH WEST CORPORATION

By: 4% ﬁ/

Name: E.R. Brooks
Title: Chairman and Chief Executive Officer
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I. INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS FOR
THE RECORD.

My name is E. Linn Draper, Jr. | am the Chairman, President, and Chief
Executive Officer of American Electric Power Company, inc. (AEP or the
Company). My business address is 1 Riverside Plaza, Columbus, Ohio 43215-
2373.

WHAT ARE YOUR RESPONSIBILITIES?

As the Chief Executive Officer of AEP, | am charged with developing the strategic
direction of the Company, recommending policy and implementing the policies
set by the Company's Board of Directors. | have overall responsibility for the
parent Company and all subsidiary companies.

WOULD YOU DESCRIBE YOUR EDUCATIONAL QUALIFICATIONS AND
BUSINESS EXPERIENCE?

| graduated from Rice University with a B.A. in 1964 and a B.S. in chemical
engineering in 1965. | achieved a Ph.D. in nuclear engineering in 1970 from
Cornell University. From 1969 through 1979, | taught engineering at The
University of Texas College of Engineering. | held the position of assistant
professor from September 1969 through August 1972. In 1972 | became an
associate professor and Director of the Nuclear Engineering program. | joined
Gulf States Utilities Company in 1979. | served Gulf States as Chairman of the
Board, President and Chief Executive Officer from 1987 through 1992. In March

1992, | joined AEP as President of AEP and President and Chief Operating
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Officer of American Electric Power Service Corporation (AEPSC). In April 1993, |
became Chairman of thie Board and Chief Executive Officer of AEP and all of its
major subsidiaries.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

| will describe the proposed merger between AEP and Central and South West
Corporation (CSW), and show how the merger will not result in any change in
ownership or control of Kentucky-Power Company (KPCO). | will also show how
the merger will have only positive effects on Kentucky Power and its customers,
and the citizens of Kentucky, and therefore is in the public interest. | will show
how, upon consummation of the Merger, Kentucky Power will continue to
possess the financial, technical and managerial abilities to provide reasonable
service in the Commonwealth. Finally, | will introduce the testimony of other

witnesses in this case who address specific merger issues.

Il. DESCRIPTION OF AEP

PLEASE DESCRIBE AEP AS IT IS CURRENTLY ORGANIZED.

AEP was incorporated under the laws of the state of New York in 1906 and
reorganized in 1925. It is a public utility holding company which owns all the
outstanding shares of common stock of seven domestic electric utility operating
companies: Appalachian Power Company, Columbus Southern Power Company,
Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power
Company, Ohio Power Company and Wheeling Power Company. The AEP

operating companies serve almost 7.2 million people in parts of Ohio, Michigan,

DIRECT TESTIMONY 5 DR. E. LINN DRAPER, JR.




.1 Indiana, Kentucky, West Virginia, Virginia and Tennessee. AEP's 38 power

2 plants have an aggregate capacity of approximately 23,800 megawatts. AEP
3 has roughly 22,000 miles of transmission lines and 119,000 miles of distribution
4 lines. AEP owns AEPSC, whose primary business is to provide services to the
5 regulated electric operating companies, and AEP Generating Company, which
6 sells power and energy at wholesale to certain AEP operating companies and to
7 unaffiliated purchasers. Also, AEP is involved in various competitive business
8 ventures in the U.S. and worldwide.

9 Q. DO YOU HAVE AN ORGANIZATION CHART SHOWING AEP AND ITS
10 SUBSIDIARIES?

11 A Yes. | have‘attached such a chart to this testimony as EXHIBIT ELD-1.

12 Q.  HOWMANY CUSTOMERS ARE SERVED BY THE VARIOUS AEP UTILITIES?

13 A The companies and the number of customers at the end of 1998 were:

TOTAL
COMPANY NAME CUSTOMERS®
Appalachian Power Company 888,000
Columbus Southern Power Company 640,000
Indiana Michigan Power Company 555,000
Kingsport Power Company 44,000
Kentucky Power Company 170,000
Ohio Power Company 685,000
Wheeling Power Company 41,000
TOTAL AEP 3,023,000

* Numbers have been rounded
14 Q. WHAT IS AEP'S VIEW OF THE FUTURE OF THE ELECTRIC UTILITY
.5 INDUSTRY?
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We support customer choice and full retail competition. We believe that all
customers should réceive the bénefits of competition, and that they should all
receive those benefits at the same time. We also believe that competition will
lower costs, maintain reliable universal service, provide sufficient generating
capacity, and convey appropriate market signals to all customer segments.

HOW HAS AEP STRUCTURED ITSELF TO RESPOND TO CHANGES IN THE
ELECTRIC UTILITY INDUSTRY?

On January 1, 1996, AEP began to realign its organization to create distinct
power generation and energy transmission and distribution groups. The
realignment established four functional business units: Power Generation;
Energy Delivery and Customer Relations; Nuclear Generation; and Corporate
Development. Various administrative and other support services are provided to
these business units by AEPSC. The business and support units are functional
organizations placed over existing corporate structures. We will continue to
adjust our organization to respond to changes in the industry and to the needs of
our customers. As in the past, our goal is to remain a low-cost provider of

reliable electric power.

Ill. DESCRIPTION OF CSW

PLEASE DESCRIBE CSW AS IT IS CURRENTLY ORGANIZED.
CSW, like AEP, is a public utility holding company. It owns all of the common
stock of four domestic electric utility operating companies: Central Power and

Light Company, Public Service Company of Oklahoma, Southwestern Electric
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Power Cqmpany and West Texas Utilities Company. The CSW operating
companies serve about 4.3 million people in parts of Texas, Oklahoma,
Louisiana and Arkansas. CSW's U.S. electric operating companies have 40
generating plants with an aggregate capacity of approximately 14,171
megawatts. CSW has roughly 16,500 miles of transmission lines and 68,900 of
distribution lines. Like AEP, CSW owns a service corporation, Central and
South West Services, Inc., whose primary business is to provide services to the
regulated electric operating companies. Like AEP, CSW is also involved in
various competitive business ventures in the U.S. and worldwide.

DO YOU HAVE AN ORGANIZATION CHART SHOWING CSW AND ITS
SUBSIDIARIES?

Yes. | have attached a chart to this testimony as EXHIBIT ELD-2.

HOW MANY CUSTOMERS ARE SERVED BY THE VARIOUS CSW UTILITES?

The Companies and their customers at the end of 1998 were:

TOTAL
COMPANY NAME CUSTOMERS
Central Power and Light Company 642,000
Public Service Company of Oklahoma 486,000
Southwestern Electric Power Company 419,000
West Texas Utilities Company 188,000
TOTAL CSW 1,735,000

* Numbers have been rounded
DOES CSW HAVE A SIMILAR VISION OF THE FUTURE OF THE ELECTRIC

UTILITY INDUSTRY?
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Yes. No two companies are more closely aligned in their visions and
philosophies than' AEP and " CSW. We are both pro-competition and eager for the
day when customers have a choice of energy companies.

PLEASE DESCRIBE THE PROPOSED MERGER.

Under the proposed merger, AEP will be the surviving company. Shareholders
of CSW will receive .6 of a share of AEP stock for each share of CSW common
stock they hold. At the conclusion of the transaction, the 61,000 former
shareholders of CSW will become shareholders of AEP. As part of the
transaction, AEP’s Board will be expanded from 12 to 15 members, with two AEP
board members retiring. Under the terms of the merger agreement, five
directors, formerly on the CSW Board, will be nominated by AEP and elected by
the shareholders of the merged company.

WILL THE MERGER RESULT IN ANY CHANGE OF OWNERSHIP OR
CONTROL OF KPCO?

No, it will not. KPCO is owned by AEP and will continue to be owned by AEP.
The only effect will be a change in ownership of CSW. The four CSW domestic
utility companies will cease to be wholly-owned subsidiaries of CSW, and will
become wholly-owned subsidiaries of AEP. The eleven domestic utility
companies of CSW and AEP will retain their separate corporate identities, assets
and liabilities, franchises and certificates of convenience and necessity. A copy
of the post-merger organization chart of the merged company is attached as
EXHIBIT ELD-3. Needless to say, the organization of the company is a work in

progress that is subject to change and evolution.
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WILL ANY GROUP OR ENTITY OTHER THAN AEP BE ACQUIRING
CONTROL OF KPCO? " " =+ =

No. | am informed by counsel that the Kentucky Public Service Commission
Staff believes that the merger requires the approval of the Kentucky Commission
under a Kentucky statute which requires Commission approval when an entity
acquires control of a utility furnishing service in Kentucky. As | stated in my prior
answer, no one is acquiring control of KPCO. Although the transaction will take
the form of a merger, AEP is in effect acquiring CSW. | will retain my positions of
Chairman, President and Chief Executive Officer of AEP; and AEP’s
headquarters will continue to be located in Columbus, Ohio. Nevertheless, |
understand that the Commission Staff believes that “the former CSW
shareholders” constitute a group which is acquiring control of KPCO. | do not
believe that the former CSW shareholders can reasonably be characterized as a
group. AEP has approximately 134,000 common shareholders and
approximately 191 million common shares outstanding. No person, entity or
syndicate owns ten percent or more of the common shares of AEP. CSW
currently has about 61,000 common shareholders and about 212 million shares
outstanding. No person, entity or syndicate owns ten percent or more of the
common shares of CSW. After the merger, the former CSW shareholders will
become AEP shareholders - part of a large, disparate and ever-changing
population. On an average day, almost 500,000 shares of AEP stock change
hands. The former shareholders of CSW will quickly lose any group identity they

may have had in this large pool of AEP common stockholders. There is no
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mechanism which would enable them to act in concert as a group, and as a
practical matter, there is rio réalistic prospect that they could or would maintain
cohesion as a “group” or act together in any way.

WHAT ABOUT THE CHANGE TO AEP’S BOARD OF DIRECTORS?

As indicated above, as part of the merger agreement, five directors, formerly on
the CSW Board, will be nominated by AEP and elected by the shareholders of
the merged company. The Merger does not entail any change in KPCO’s board
of directors.

WILL THE MERGER ENTAIL ANY CHANGE IN THE MANAGEMENT OR
POLICIES OF KPCO?

No. The management and policies will continue to be the same management
and policies which have resulted in AEP and KPCO being low-cost, reliable
providers of electric service. The only effects on KPCO and its customers will be

positive in nature, as | will discuss below.

IV. PUBLIC INTEREST

WILL THE PROPOSED MERGER BE IN THE PUBLIC INTEREST?

Yes, it will. For the reasons stated above, AEP believes, and has asked the
Commission to find, that it does not have authority to approve the proposed
merger. If the Commission nevertheless finds that it has authority to approve the
merger, the Company has asked it to grant such approval, and | believe that the
Commission should have no hesitation in doing so, because the merger will have

only positive effects on KPCO, its customers and the citizens of Kentucky. |
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generally describe these benefits in my testimony, and the other AEP witnesses
will elaborate upon them'in much greater detail. Overall, | believe that the
proposed merger creates the kind of company regulators, legislators and
government officials want operating in their states — a company able to produce
and deliver low-cost power, a company ready to compete for the benefit of its
customers and a high-quality, well-capitalized company positioned to handle the
future.

HOW WILL THE MERGER AFFECT THE TECHNICAL, MANAGEMENT AND
FINANCIAL ABILITIES OF KPCO?

The AEP System has always been known for its technical abilities, having
pioneered many advances in power supply and transmission which have enabled
it to be a low-cost supplier. The addition of CSW, another technically strong
system, can only enhance this technical competence. The quality of KPCQO's
management will be maintained or improved, as discussed later in my testimony.
The merger will add to AEP’s financial strength, as discussed in Section iV.C,

below.

In the following sections of my testimony, | will show how the merger will result in
efficiencies and major cost savings, will maintain or enhance the quality of
service to KPCO’s customers, will improve KPCO’s financial condition, will not
adversely affect competition, and will enhance economic and community
development in Kentucky. In addition, | will describe generally the proposed

regulatory plan which AEP proposes to assure that KPCQO’s customers share in
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the cost saving that will result from the merger, and will discuss generally how
the merger will havé no efféct on the Commission’s ability to effectively regulate

KPCO.

A. Efficiency, Cost Reductions and Diversity

WHAT BENEFITS FROM THE MERGER MAKE IT IN THE PUBLIC INTEREST?
AEP and CSW see the benefits resulting from the merger to be reduced costs,
increased efficiency, financial strength and greater diversification.

WHAT COST REDUCTIONS WILL THE MERGER ACHIEVE?

Deloitte & Touche Consulting Group assisted management in estimating that the
merger will produce approximately $2 billion in net non-fuel merger savings over
a ten-year period, as described by Mr. Thomas J. Flaherty. We also anticipate
net fuel-related savings over the same period of about $98 million, as discussed
in the testimony of Mr. J. Craig Baker. Mr. Richard E. Munczinski explains how
non-fuel savings will be shared and how fuel-related savings will be passed
through to customers.

PLEASE EXPLAIN HOW INCREASED EFFICIENCIES CAN BE ACHIEVED.

As competition intensifies within the industry, AEP and CSW believe that their
combined resources will contribute to overall business success, and have
importance in many areas, including utility operations, product development, and
corporate services. The merger will lower the costs of providing energy and

related services when compared to either AEP's or CSW's stand-alone costs and’
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will improve the efficiency of the combined companies by roughly doubling the
customer base and providing synergies for the merged companies.

HOW WILL DIVERSITY BENEFIT CUSTOMERS?

The merger will result in a combined company which has greater diversity in fuel
and generation, which is expected to reduce dependence upon any one type of
fuel source and reduce customer exposure to fluctuations in fuel prices.
EXHIBIT ELD-4 shows in graphical form the increase in fuel diversity that results

from the merger.

B. Customer Service and Safety

WOULD THE MERGER RESULT IN THE DECLINE OF SERVICE TO KPCO
CUSTOMERS?

No. We will meet current levels of service and strive to exceed those levels. Our
commitment to providing high quality customer service is further described in the
testimony of Mr. Bailey.

WILL THE COST REDUCTIONS AFFECT RELIABILITY?

No. Both AEP and CSW have long histories of providing reliable electric service.
AEP commits that its operating companies will meet or exceed previous levels of
reliable service. We know how important reliability is to customers. The
employee duplications discussed by Mr. Flaherty do not include the employees of
any KPCO local or field office, line crew or generating plant personnel.

WILL THIS MERGER REDUCE THE SUPPORT OR AUTHORITY OF LOCAL

OPERATIONS?
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Absolutely not. | commit that the local operations will continue to have the
financial and personnel” Ttésources necessary to maintain high-quality,
dependable service. They will have the day-to-day authority to make purchases,
hire the crews, and add temporary customer service personnel to deal with
whatever challenge may be presented to them. They will have standing orders to
do whatever needs to be done to make repairs and restore service.

WILL THE MERGER HAVE ANY ADVERSE IMPACT ON THE SAFETY OF
CUSTOMERS OR EMPLOYEES?

No. AEP has an excellent safety record. In 1995, AEP was recognized by the
National Safety Council for achieving one million hours without a lost time
accident. Our philosophy on employee safety is summarized in our Employee

Handbook: “No operating condition or urgency of service can ever justify

endangering the life of anyone.”

We have integrated safety management into every level of the organization.
Accident prevention is part of the Company's culture. Additionally, we have an
active safety outreach program for the general public, commercial contractors,
AEP contractors and “first responders” (such as fire, ambulance and police). We
will meld the health and safety practices of both companies. Mr. Mosher

provides more details regarding our safety programs in his testimony.
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C. FEinancial Strength

HOW WILL THE"MERGER INCREASE THE FINANCIAL STRENGTH OF THE
APPLICANTS?

| believe the merger will produce a financially stronger company for the benefit of
the AEP customers and securities owners. The merged company’'s greater
financial strength will be derived from a larger capitalization and stronger cash
flow. A larger capitalization will make the Company’s common stock more
attractive to investors because it will be a more liquid security, that is it will be
relatively more efficient to buy and sell without significantly affecting its price. A
larger capitalization will also improve the efficiency of debt securities. The
stronger cash flow for the merged company will come from reduced common
stock dividend requirements and revenue diversity. The reduced common stock
dividend results from the exchange ratio of common stock for CSW shareholders
equivalent to 0.6 shares of AEP stock. The revenue diversity will result from
geographic and fuel mix improvements which will make the merged company
less vulnerable to the weather, the local economy and fuel prices.

HOW WILL THE MERGER'S FINANCIAL IMPACT BENEFIT KPCO'S
CUSTOMERS?

The improved financial strength of the merged company as discussed.above will
benefit customers because it will make capital more accessible to finance
customer needs. In addition, the merger will create financial synergies that are

discussed by Mr. Flaherty.
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WHAT IMPACT WILL THE MERGER HAVE ON AEP'S OUTSTANDING
PREFERRED STOCKAND DEBT OBLIGATIONS?

The AEP subsidiaries’ securities will remain outstanding after the merger and will
continue to be the responsibility of the issuing company.

WILL THE MERGER REQUIRE ANY CHANGES TO THE AEP COMPANIES'
MORTGAGES?

No changes are necessary as a result of the Merger.

WILL THE FINANCIAL STABILITY OF THE AEP COMPANIES BE STRONGER
AS A RESULT OF THE MERGER?

Yes, it wil. The combined company will be financially stronger and, as Mr.
Flaherty testifies, the AEP subsidiaries will participate in operational synergies

that would not be otherwise available.

D. Customer Benefits

WILL THIS MERGER PROVIDE CUSTOMER BENEFITS OVER BOTH THE
SHORT AND LONG TERM? |

Yes. Mr. Flaherty and Mr. Baker both computed the benefits of the merger over
a ten-year period. In each of those years, the regulatory plan proposed by
Mr. Munczinski will provide benefits to KPCO customers. |

HOW DOES THE RATEMAKING METHOD PROPOSED BY THE APPLICANTS
ENSURE THAT CUSTOMERS WILL RECEIVE THE BENEFITS OF THE

MERGER?
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Our methodology ensures that Kentucky customers will receive the benefits of
the merger. Mr. Flaherty discusses the non-fuel merger savings and costs to
achieve the merger. Mr. J. Craig Baker calculates fuel-related savings.
Mr. Gerald Knorr discusses how the benefits and costs will be shared by each
operating company. Mr. Munczinski summarizes how the savings and costs are
allocated to each jurisdiction and discusses the merger costs and how we
propose to flow net merger savings through to customers. These witnesses
demonstrate that Kentucky will gain its fair share of merger benefits and will not
pay a disproportionate share of merger costs. As a result of the Applicants' plan,

customers are ensured that they will receive the forecasted benefits.

E. Competition
WILL THE MERGER ADVERSELY AFFECT COMPETITION IN KENTUCKY?

No. Applicants’ witness Dr. William H. Hieronymus has conducted a study of the
merged systems, utilizing the Federal Energy Regulatory Commission's (FERC)
merger policy guidelines. He has found that based on the results of his analyses,
and taking into account the mitigation measures proposed by the Applicants, the

proposed merger does not pose any market power concerns within Kentucky.

F. Quality of Management

WHAT IMPACT WILL THIS MERGER HAVE ON THE QUALITY OF

MANAGEMENT OF KPCO?

DIRECT TESTIMONY 18 DR. E. LINN DRAPER, JR.
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On behalf of AEP, | commit that the quality of KPCO’'s management will be
maintained or improved. " The merged company will be able to integrate the
capabilities, talents and strengths of the personnel of the two companies. The
result will be a whole that is greater than the sum of its two constituent parts; a
stronger, more effective company better able to compete with other energy

companies in the evolving energy markets.

G. Public Utility Employees

HOW WILL THIS MERGER BENEFIT EMPLOYEES?

The employees of the combined AEP/CSW system will have the advantage of
working for a larger, stronger, more diversified company. We anticipate there will
be new opportunities for professional growth of employees. AEP and CSW both
have employee development and training programs, and we will be harmonizing
those programs. In summary, AEP should be a magnet for talented energy
professionals in the competitive environment.

WILL THE MERGER CAUSE A REDUCTION IN THE NUMBER OF JOBS?

Yes, on a combined company basis. Any time functions are consolidated and
efficiencies are gained, the number of jobs to perform those functions is, by
definition, reduced. The loss of jobs is an unavoidable consequence of
becoming more efficient and reducing costs. AEP intends to minimize the
disruption that the merger may cause to its employees and the current
employees of CSW. We will use normal attrition to the maximum extent possible

to eliminate duplicate positions. We will absorb some employees as a result of
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growth. We will provide severance packages and out-placement services to
those employees who no longer have a position in AEP after the merger.

WILL THE MERGER RESULT IN THE TRANSFER OF JOBS OUT OF
KENTUCKY?

There should be no reductions in KPCO field personnel as a resuit of the merger.
Few of the "affected" jobs are in the Kentucky service area of KPCO, and there
will be minimal job reductions in employees having direct contact with the
customer. Before the combined companies can determine exactly how many
jobs will be transferred, it will be necessary to know how many employees will
leave due to ordinary attrition. The conclusions of the various transition teams
who are charged with making recommendations regarding the location and
nature of functions for the combined company will also be needed. Based on
management analyses of merger cost savings, conducted with the assistance of
Deloitte & Touche Consulting Group, it would appear that most of the potentially
affected jobs are currently held by service company employees in Dallas, Texas;
Tulsa, Oklahoma; Columbus, Ohio and Canton, Ohio. Many of these jobs are in
the middle and upper ranks of management.

ARE THERE FACTORS THAT WILL MINIMIZE THE NUMBER OF JOB
REDUCTIONS IN KENTUCKY?

Yes. Quality of service demands that certain functions remain in place. Many
utility-related functions are tied to immovable assets, such as generating plants,
transmission lines and distribution facilities, and the employees who operate and

maintain these facilities will stay in the area. While the total number of
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Applicants’ system employees may be reduced, we will always have local
employees within' KPCO’S™ service territory able to respond to customers,

regulators, and other policy-makers.

H. Benefits to Communities

HOW WILL THIS MERGER BENEFIT THE COMMUNITIES SERVED BY
KPCO?

As a good corporate citizen, we play an active role in our communities. We have
a highly skilled economic development organization at AEP and strongly believe
in its ability to support our objectives. The program receives significant support
throughout the organization. Mr. Mosher testifies regarding the community
development programs currently conducted by AEP.

WHAT PROGRAMS DOES AEP HAVE FOR ECONOMIC/COMMUNITY
DEVELOPMENT IN ITS SERVICE TERRITORIES?

AEP's current programs for economic development include a targeted marketing
program to attract industrial investment both domestically as well as specific
programs designed to attract investment from both Japan and Europe. We also
have an export assistance program in which we assist our existing customers in
exploring international markets. Other programs we use to promote economic
development include financing industrial property and shell buildings, challenge
grants for local development agencies and scholarships for economic
development training. We utilize target marketing to help our communities
market themselves. We have found these efforts to be more effective than

extensive advertising campaigns. We have developed an extensive database for
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tracking information on available sites, buildings and accompanying community

data. AEP expects to'continte its commitment to economic development.

|. Effectiveness of Regulation
WILL THIS MERGER PRESERVE THE JURISDICTION OF THIS

COMMISSION?

Yes. This Commission will preserve its jurisdiction over KPCO. The ten other
state jurisdictions will also retain their regulatory authority over the operating
companies. KPCO will remain a subsidiary of a holding company, just as it is
today. On the federal level, FERC, Securities and Exchange Commission (SEC),
Environmental Protection Agency and Nuclear Regulatory Commission will all
retain their respective jurisdiction. This merger does not cause any change in the
jurisdiction of any regulatory body.

HOW WILL THE MERGER FACILITATE THE ABILITY OF THE COMMISSION
TO REGULATE KPCO?

The combined companies will continue to follow regulatory accounting rules. We
are in the process of seeking approval of the new service company agreement
which has been filed with the SEC. As testified by Mr. Knorr, the agreement
includes changes to the allocation methodologies for affiliate transactions. A
copy of Applicant’s filing with the SEC, including the new service agreement, was
provided to the Commission when it was filed with the SEC. We will continue
AEP's practice of compliance with Commission rules and orders. Mr. Munczinski
describes the Company’s commitment to work with its regulators to provide the

necessary affiliate reporting to meet regulatory requirements.
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7 J"Pooling of Interests

WHAT IS THE METHOD OF FINANCING THE MERGER?

AEP will exchange its shares of stock for CSW shares of stock. There will be no

borrowing to finance the merger. As proposed, the merger will not encumber any

of the assets of KPCO or adversely affect the rates of its customers. Mr. Mitchell

discusses the accounting for the merger as a pooling of interests and other

accounting issues.

V. INTRODUCTION OF OTHER WITNESSES

PLEASE INDICATE THE PERSONS WHO ARE SUBMITTING TESTIMONY ON

BEHALF OF CSW AND AEP IN THIS PROCEEDING.

Witness

Thomas J. Flaherty

J. Craig Baker

Richard E. Munczinski

Gerald R. Knorr

William H. Hieronymus

DIRECT TESTIMONY

In addition to my testimony, testimony will be offered by:

Subjects

Scope of Analysis; Benefits Created from Utility
Mergers; Comparison to Other Transactions;
Detailed Cost Savings Description; Costs to
Achieve; Overview of Savings Allocation.

System Integration Agreement; Production
Related Benefits; Potential Capacity Benefits;
AEP/CSW Interconnection Plans.

Anticipated Benefits and Costs of Merger,;
Proposed Regulatory Plan; Reasonableness of
Regulatory Plan; Affiliated Transactions.

Affiliate Structure of Merged Entity; Transactions
Among Affiliates; Allocation of Merger Savings and
Costs Among Affiliates.

The Merger's Lack of Impact on Competition.
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Withess Subjects

Thomas E. Mitchell” "™~ " Proposed Merger Transaction; Method of
Accounting for the Combination; Proposed Merger
Pro Forma Financial Data; Federal Income Tax
implications of the Merger; Accounting Impact of
Proposed Regulatory Treatment.

Timothy C. Mosher Kentucky Power Overview; Safety;
Economic/Community Development; Communi-
cations and Accountability.

Mark A. Bailey Safe, Reliable and Adequate Service; Customer
Service and Budget Resources; Effect of the
Merger on Customer Service.

VI. CONCLUSION

Q. DO YOU HAVE AN OPINION WITH RESPECT TO THE ACTIONS THE

COMMISSION SHOULD TAKE WITH REGARD TO THIS MERGER?

A. Yes. Because the merger does not involve an acquisition of KPCO, or any

change in ownership or control of the company, the Commission should find that
its approval is not required. If, however, the Commission finds that its approval is
required, the Commission should promptly approve the merger, without
condition. Mr. Munczinski's testimony discusses the relief that the Applicants are
requesting in conjunction with the proposed regulatory plan.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes, it does.
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COUNTY OF BOYD
COMMONWEALTH OF KENTUCKY CASE NO. 99-

Affidavit

Dr. E. Linn Draper, Jr., upon first being duly sworn, hereby makes oath that if the
foregoing questions were propounded to him at a hearing before the Public Service
Commission of Kentucky, he would give the answers recorded following each of said

questions and that said answers are true.
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EXHIBIT ELD-2
Page 2of 2

'CENTRAL AND SOUTH WEST
CORPORATION MAJOR SUBSIDIARIES

COMPANY BUSINESS

Central Power and Light Company Electric Utility

Public Service Company of Oklahoma | Electric Utility

Southwestern Electric Power Company | Electric Utility

West Texas Utilities Company Electric Utility

SEEBOARD plc Regional electricity company in the United
Kingdom which serves 2 million customers
in southeast England

CSW Energy, Inc. Develops, acquires, constructs, owns and
operates nonutility power projects in the
United States

CSW International, Inc. Engages in international activities, including

developing, acquiring, financing, and
owning exempt wholesale generators and
foreign utility companies

C3 Communications, Inc.

Provides metering automation services to
utilities, energy-service providers and other
customers, and offers telecommunications
services through a joint venture

EnerShop™Inc.

Provides energy management analysis and
equipment to increase productivity and
lower energy costs for commercial and
governmental entities

CSW Energy Services, Inc.

Markets electricity in competitive retail
markets

CSW Credit, Inc.

Buys the accounts receivable of CSW's electric
utility subsidiaries and other utilities

CSW Leasing, Inc.

Owns leveraged leases of capital equipment

Central and South West Services, Inc.

Provides management and professional
services, at cost, primarily for the
corporation and its four U.S. electric
companies ‘
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