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American Electric Power
Annual Incentive Compensation Plan
AEP Utilities

Introduction

The objectives of AEP’s Annual Incentive Compensation Plan (the Plan) are to:

> Attract, retain, engage and motivate employees to further the objectives of the company, its
customers and the communities it serves;

» Enable high performance by communicating and aligning employee efforts with the Plan’s
performance objectives; and

> Foster the creation of sustainable shareholder value through achievement of AEP’s goals.

2016 Overview

For 2016 the Executive Council, each Operating Company, Customer and Distribution Services
(C&DS), Regulated Generation, Competitive Generation, Transmission, Nuclear Generation, and
Energy Supply (non-generation), have an annual incentive compensation plan (ICP) with
separate goals. The goals for Customer & Distribution Services (C&DS) will be a roll-up of the
Operating Company goals for 75% of the plan, while 25% will be comprised of C&DS-specific
measures. All staff groups participate in the ICP program based on the funding measures
described below and do not have separate function level incentive goals. As a result, the overall
score for all staff groups will be the average overall score* for all of the Business Units and
Operating Companies, except to the extent that the overall score for one or more Business Units
or Operating Companies is capped at the 200% of target maximum score. The staff groups that
share the funding measure score are Audit, Executive Administration, Regulatory Services,
Safety and Health, Aviation and Security, Infrastructure and Business Continuity, Environmental
Services and all employees reporting to the Chief Administrative Officer, the Chief Financial
Officer and the General Counsel.

The Plan provides annual incentive compensation to motivate and reward employees based on
AEP’s performance, business unit performance (if applicable) and, for employees whose payout
is discretionary, their individual performance. Annual incentive funding for all plans is tied to
AEP’s Operating Earnings per Share (75% weight), safety (10% weight) and strategic initiatives
(15% weight).

Linking annual incentive compensation to AEP’s earnings aligns it with the value created for
AEP’s shareholders and ensures that AEP meets its shareholder commitments before setting
aside dollars for employee rewards. Relative individual performance is reflected in managers’
discretionary allocations from their award pool for all employees in positions in the new 20
grade salary plan (SP20) and all employees in positions in the exempt, administrative, technical,
customer solutions center and non-exempt supervisory salary plans. Group or team performance

! Weighted by the aggregate target award for all employees in each group
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may also be reflected through discretionary adjustments in the allocation of funding from the
annual incentive pool at higher organizational levels.

Each ICP has separate strategic and operational performance measures that provide a balanced
scorecard of financial, customer experience, employee experience (includes safety) and other
(includes environmental and compliance) objectives. The Plan is intended to drive the
achievement of these objectives by clearly communicating them, conveying their importance,
aligning employee efforts toward their achievement and further motivating employees to achieve
them. This balanced scorecard encourages the achievement of all types of objectives, rather than
the achievement of some objectives, such as earnings, at the expense of others, such as customer
service, reliability safety or compliance.

Performance measures are selected, whenever practical, to provide a “line of sight” that enables
employees to see how the work they perform affects annual incentive awards. Objective and
quantifiable performance measures are used whenever they are available but the Plan also
includes subjective assessments of performance in less quantifiable areas and for individual
performance assessments.

Safety remains the first priority irrespective of the ICP goals and other objectives the Company
establishes. To help ensure that all employees have a personal stake in maintaining safe work
practices, particularly those that could prevent severe accidents, a company-wide Fatality
Measure is included in the Plan with a 2.5% weight. The score for this measure will be 0% for
2016 due to the fatal employee incident that occurred in early 2016. The Fatality Measure serves
as a constant reminder to work safely at all times and recognizes all employees for working a full
year without a fatal work related employee incident. A target score (100%) requires the calendar
year to be completed without a fatal work related employee incident, while a 200% score
requires two or more calendar years to be completed without such an incident.

Operating Performance Measures and Weights

The specific performance measures vary by business unit. The score for each operating unit
performance objective may range from 0% to 200% of target for that component.

Refer to Appendix A

2016 Funding Measures

The 2016 funding measures were established by the HR Committee of the Board early in the
year. The maximum funding available for 2016 is 200% of target funding®. As in past years, the
CEO and HR Committee of the Board have discretion to adjust annual incentive funding. All
incentive plan funding is contingent on AEP achieving operating earnings of at least $3.65 per
share for 2016.

2 Given the fatal employee incident, the maximum potential funding score for 2016 is 195% of target.
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Operating Earnings per Share — 75%

AEP is committed to generating sustainable value for its shareholders through its earnings and
growth. Therefore 75% of annual incentive funding is tied to AEP’s Operating Earnings per
Share. This ensures that funding is commensurate with the Company’s operating earnings and
the extent to which the company can afford to pay annual incentive compensation while also
serving the interests of its shareholders, customers and other stakeholders. It also:

e Further aligns the financial interests of all AEP employees with those of AEP’s
shareholders;

e Ensures that adequate earnings are generated for AEP’s shareholders and continued
mvestment in AEP’s business before employees are rewarded with annual incentive
compensation; and

e Aligns employee interests with those of regulated and other customers by strongly
encouraging expense discipline.

2016 Operating Earnings Per Share
Performance to Rewards Measure
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Earnings Per Share

Safetv— 10% Weight
AEP is undertaking a long-term, 5-year effort to transform our safety culture from “Good to
Great”. To accomplish this we will be transforming our approach to safety and building the
systems and culture needed to support and sustain world-class safety performance. This includes
building a proactive safety culture based on proactive measures and continuous improvement.

For 2016 the employee and contractor recordable case rate ICP measures, as well as the incident
severity rate measure, will be replaced with DART rate improvement to focus our attention on
incidents with potentially serious consequences. DART stand for Days Away, Restricted or job
Transfer and 1s an industry accepted measure that allows companies to focus on more serious
events.
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DART Rate Improvement for Employees and Contractors (7.5% weight)
e DART Rate = (Total Number of DART incidents x 200,000) + Total Hours Worked
0 Threshold (0% payout) — 0% improvement vs. three-year average
0 Target (100% payout) — 10% Improvement vs. three-year average
0 Maximum (200% payout) — 20% Improvement vs. three-year average

Fatality Measure (2.5% weight)
e 0% payout — Any fatal work related employee incident
e 100% payout — No fatal work related employee incident
e 200% payout — No fatal work related employee incident for at least two (2) years

At the business unit and Operating Company level we will also be establishing more proactive
measures,

2016 Strategic Initiatives (15% weight)
There are three areas of focus for AEP’s 2016 strategic initiatives, which reflect the major areas
on which AEP needs to make progress in order to enable our future success:

e Business Transformation

e Customer Experience

e Culture and Employee Engagement

Each of these focus areas includes several performance measures (shown in the table below) that
reflect some of the many transformative initiatives the company is undertaking.
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2016 Strategic Initiatives Weight
Business Transformation 6%
Competitive Business Assessment of Non-PPA Plants 2%

AEP OnSite Partners and AEP Renewables Start-ups 2%
Transmission Business Expansion 2%
Customer Experience 5%
Quality of Service: SAIDI 2%
Quiality of Service: J.D. Power Residential Overall Customer Satisfaction | 2%

Index
Network Remediation 1%
Culture & Employee Engagement 4%
Power Up & Lead 1%
Gallup Pulse Survey 1%
Diversity 1%
Lean Management Sustainability 1%
Total Strategic Initiative Weight 15%

Business Transformation (6% total weight)

Competitive Business Assessment for Non-PPA Plants (2% weight)
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e Conclude strategic review process for non-PPA generation units by the end of 2016 to
achieve the strategic goal of reducing exposure to unregulated generation (2% weight)
o0 Threshold (0% payout) — if the strategic review is not completed and no
recommendation is made to the Board to retain or sell the assets
o0 Target (100% payout) — if bids are solicited and firm, and either:
= Valuation results in a recommendation to retain these assets; OR
= The strategic process results in a signed contract for the sale of these
assets
0 Maximum (200% payout) — The strategic process results in a signed contract for
the sale of these assets and a plan for the use of proceeds is completed and
approved by the Board

AEP OnSite Partners and AEP Renewables Start-ups (2% weight)

e Enable start-up of AEP OnSite Partners and AEP Renewables by successfully building
and starting-up initial projects (substation, solar, etc.), closing the talent gap through
recruiting and training and preparing entities for Clean Power Plan (CPP) opportunities

o0 Threshold (0% payout) — no progress made or failure to execute projects currently
under way

o0 Target (100% payout) — modest backlog of $20M in the letter of intent (LOI)
phase projects

0 Maximum (200% payout) — significant backlog of projects developed with a
minimum of $50M in LOI phase

Transmission Business Expansion (2% weight)
e Achieve AEP Transmission Holdco business expansion by capturing long-term capex
investment opportunities® through a portfolio of activities, including:
= Approval and identification of projects through Tennessee Transco and
Telecom fiber build out through Transcos
= RTO awarded projects to Transource
= Direct investment in, or licensing fees received by BOLD Transmission,
LLC
0 Threshold (0% payout) — $100M
o Target (100% payout) — $200M
0 Maximum (200% payout) — $300M

Customer Experience (5% total weight)

Quality of Service - SAIDI (System Average Interruption Duration Index) — (2% Weight)

e SAIDI represents the total number of minutes the average customer has experienced
interruption over a 12 month time period excluding major events. Major event exclusions
and targets vary by Operating Company or jurisdiction due to PUC preference and
regional differences.

0 OpCo Thresholds (0% payout) — 80% of target or 75% of target for KY Power
due to historic volatility

¥ Capex captured in 2016 for investment in 2016 and future years
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0 OpCo Targets (100% payout) — Regulatory targets where applicable or a 10 year
glide path to the regional peer group average or, if the average has already been
achieved, maintain this average

0 OpCo Maximums (200% payout) — 120% of target or 125% of target for KY
Power due to historic volatility

o Overall AEP performance will be determined based on a customer weighted
average of Operating Company performance scores

Quality of Service - J.D. Power and Associates (JDPA) Residential Overall Customer
Satisfaction Index (CSI) — (2% Weight)

e The overall CSI represents the aggregate score of numerous questions included in
JDPA'’s annual residential customer satisfaction study. Operating OoBumB\— ICP
measures and targets are based on the four waves of the study conducted during the
calendar year, not JDPA'’s survey publication timeline.

0 OpCo Thresholds (0% payout) — Current performance

0 OpCo Targets (100% payout) — Improve performance on pace with peer group
improvement trend (1.5% - 2.4% depending on the OpCo)

0 OpCo Maximums (200% payout) — the higher of 3% improvement or a 3-year
trajectory to achieve the regional peer average

o0 Overall AEP performance will be determined based on a customer weighted
average of Operating Company performance scores

Network Remediation (1% weight)
e Achieve the 2016 baseline replacement schedule, which is 32% of total 5 year plan.
0 0% — (75% of target) 286,931 circuit feet replaced (primary and secondary)
0 100% - (100% of target) 382,575 circuit feet replaced (primary and secondary)
0 200% — (125% of target) 478,218 circuit feet replaced (primary and secondary)

Culture & Employee Engagement (4% total weight)

Gallup Pulse Survey (1% weight)

e Achieve year over year improvement in our culture and engagement as demonstrated by
Gallup Survey Results (Overall Company* Grand Mean). The 2016 survey will be
conducted as a pulse survey, meaning that a sample of the population will be invited to
participate in the survey, not all employees. AEP’s 2015 Grand Mean score of 3.96 was
at the 39th cmam::_m.-

0 Thresholds (0% payout) - 0.07 improvement, which would bring AEP’s scores to
approximately the survey median
= Ascore increase of 0.07 is the average improvement seen from the second
to third year of participation in the Gallup survey
0 Target (100% payout) - 0.10 improvement
o0 Maximum (200% payout) - 0.20 improvement
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Diversity (1% weight)

e AEP’s diversity goal is to increase the representation of women and minorities to
ultimately achieve parity between internal representation and external availability for all
AEP positions. To achieve this goal AEP will need to improve hiring rates for women
and minorities for all open positions and take steps to reduce attrition from these groups.

e The diversity measure is based on an employee weighted average of female and minority
representation rates for all Equal Employment Opportunity (EEO) categories, except
Officials and Managers, which are double weighted, with threshold, target and maximum
levels that are no lower than current representation rates

o0 Threshold (0% payout): AEP’s current representation rates + placement at 80% of
the hiring availability® rates for the positions AEP expects to recruit - attrition at
AEP’s current representation rates

0 Target (100% payout): AEP’s current representation rates + placement at 100% of
the hiring availability rates for the positions AEP expects to recruit - attrition at
AEP’s current representation rates

0 Maximum (200% payout): AEP’s current representation rates + placement at
120% of the hiring availability rates for the positions AEP expects to recruit -
attrition at AEP’s current representation rates

Power Up and Lead (1% weight)
e Support our overall culture improvement efforts through Power up & Lead. This
objective will be measured by the number of employees that participate in Power up &
Lead workshops in 2016.
0 Threshold (0% payout) - 3,900 participants
0 Target (100% payout) - 5,200 participants
0 Maximum (200% payout) - 6,500 participants

Phase 1 Lean Management System (LMS) Deployment (1% weight)
e Continue the emphasis on Lean in both pilot and non-pilot areas.
e Pilot areas include:
o0 Development of a Change Management and Communication strategy
o Development of a plan to align people systems and technology with lean strategy
to enable continuous improvement
o Utilization of lean tools, visual management, standard work, lean leader standard
work (defining what a leader does on a daily, weekly, monthly basis to enable
problem solving at all levels of the organization), and creating accountability
e Non-pilot areas include implementation of basic lean leader standard work and solidify
understanding of lean concepts, tools, and metrics
e Threshold (0% payout) - 1 pilot area’ and 30 non-pilot areas complete

® Hiring availability is the weighted internal and external availability for the historical mix of internal and external
candidates selected for each opportunity. External availability is based on census data for the local, regional or
national area from which AEP expects to select for each position. Internal availability is based on AEP’s
representation rates for the internal positions from which AEP historically recruits for each opportunity.

" Areas are generation plants, transmission areas, distribution districts, and other groups
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e Target (100% payout) - 3 pilot areas and 40 non-pilot areas complete
e Maximum (200% payout) - 3 pilot areas and 50 non-pilot areas complete plus pilots
initiated in 3 other areas

Modifier

The Modifier is a normalizing function that allocates the available funding to each business unit
and operating company based on the group’s relative performance score. After the modifier is
applied, the weighted average overall final score for all groups, before the overall 200%
maximum is applied, is equal to the funding score. This insures that the sum of all awards equals
the funding available based on the funding scores.

The modifier is calculated as the Weighted Average Funding Score, divided by the Average
Operating Performance Score (AOPS)® for all incentive plans as shown below:

Weighted Avg. Funding Score
AOPS

= Modifier

CEOQO Performance Adjustment

The CEO Adjustment may be used to increase or decrease the Overall Score® for the Plan to the
extent that the CEO or Plan Compensation Committee determines that the Overall Score does not
appropriately reflect the group’s performance for the year. Such adjustments may be used to
capture those aspects of a group’s performance that are difficult to quantify or that were not
adequately included in the performance measures established at the beginning of the year. For
example, the CEO Performance Adjustment might be used to reward a group for successfully
completing an important project that was not anticipated at the time the ICP goals were
established.

Individual Performance Factor

Management determines individual awards for all employees in positions in the new SP20 salary
plan as well as those in exempt, nonexempt supervisor, administrative, technical, and customer
solutions center salary plan positions. These determinations are based on an assessment of each
employee’s relative individual performance, the value of their contribution to AEP, business
unit, department and individual goals and other business factors, potentially including recent and
pending employment changes. The Individual Performance Factor has a lower limit of 0% and
no upper limit. However, the approval of a member of the Executive Council is required for
individual awards in excess of a participant’s maximum award opportunity (see the Target and
Maximum Awards section below). In addition managers cannot exceed their award pool.

In determining Individual Performance Factors, managers are expected to assess employee
performance and contribution relative to other employees in the same position and the
performance expectations for that position, to avoid a bias in favor of positions at both higher

8 AOPS is the average of the Composite Scores for all incentive groups weighted by the aggregate target incentive
award for all participants in each incentive group (see attached scorecard for an example).

® See Sample Scorecard for the definition and an example of the calculation of the Overall Score.
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and lower reporting and grade levels in the organization.

ICP Eligible Earnings include the following:

1. Regular Earnings — Straight Rate

2. Paid Vacation

3. Paid Holidays

4. Paid Personal Days Off

5. Sick Pay (Non-occupational & Occupational)
6. Paid Jury Duty

7. Paid Death in Family

8. Paid Rest Period

9. Inclement Weather Pay

10. Lump Sum Merit Increase

11. Lump Sum General Increase

12. Grievance Settlement for Wages

13. Overtime — Nonexempt and Exempt
14. Shift Premium

15. Sunday Premium

16. Military Pay

17. Trip Pay (River)

KPSC Case No. 2017-00179
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Earnings not classified as one of the above types in AEP’s payroll system are not considered for

award calculation purposes.

Target and Maximum Award Opportunity

A participant’s target award percent 1s based on the salary grade for his/her position as of the
last day of the last full pay period of the year, as shown in the chart below, except as discussed
below for employees in positions at or above SP20 salary plan grade 12 or EXEM salary plan

grade 30 who change jobs during the year:

New Grade Structure

Salarv Plan Grade Target %"
1 5%
SP20 (includes non- 2 2%
. 3 5%
exempt administrative, 1 6%
technical and non- 5 3%
exempt supervisor 6 9%

0

positions moved to the / 10%
_ 8 10%
new SP20 grade 9 15%
structure) 10 20%
11 25%
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New Grade Structure
Salary Plan Grade Target %
12 30%
13 35%
14 40%
15 45%
16 50%
17 55%
18 60%
19 80%
20 (CEO) 125%
" As a percent of eligible earnings.

Old Grade Structures
Salary Plan Grade Target %~
NESU (nonexempt supervisors) 05N 7%
All nonexempt salary structures
and wage schedules except SP20 | All grades 59
and NESU
1-6 5%
7=12 7%
13 -20 10%
3194 15%
25-26 17%
27 20%
28 22%
EXEM (Exempt) 29 250,
30-32 27%
33 30%
34-35 35%
36 40%
38 45%
] 40 50%
As a percent of eligible earnings.

A participant’s maximum individual award percent is the greater of two times his or her target
award percent or the Overall Score for the Plan plus 50% of the target score. This feature
enables managers to positively differentiate awards by up to 50% of an employee’s target award
to reflect strong individual employee performance even if the Overall Score for the Plan is
between 150% and the 200% of target maximum score. A participant’s target and maximum

10
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award opportunity is their target or maximum award percent multiplied by their eligible earnings.
The approval of a member of AEP’s Executive Council in the participant’s chain of command is
required for awards in excess of a participant’s maximum award opportunity.

The award opportunity for employees in SP20 salary plan grade 12 or EXEM salary plan grade
30 and higher positions at any point during the plan year who change jobs during the Plan Year
will be prorated and calculated as the total of the independently calculated award opportunities
for each position held during the Plan Year, including the earnings, target award percent, and
Overall Score for each such position. This calculation will be performed as shown in the
example below:

Position 1: Earnings * Target Award % * Overall Score = $ Pos 1
Position 2: Earnings * Target Award % * Overall Score = $ Pos 2
Position 3: Earnings * Target Award % * Overall Score = $ Pos 3
= Total Award Opportunity

The target awards for employees in positions below salary grade 30 for the entire Plan Year will
be calculated based on the target percent and Overall Score for the position held as of the last day
of the last full pay period of the Plan Year.

Award Calculation

Because the Plan includes several discretionary factors, attainment of performance objectives
does not guarantee the payment of awards. An award pool will be calculated for each group
based on the scores for each performance measure as soon as practical after the conclusion of the
Plan Year. The final score for each performance objective is rounded to three decimal places.

The Modifier is computed as follows:

e AEP’s funding measures are compared to their performance targets to determine their
performance scores, which are rounded to three decimal places (e.g., 105.5% or 1.055).
The Weighted Average Score is then calculated based on the weight assigned to each
funding measure.

e The Average Operating Performance Score (AOPS) is the average of the Composite
Scores for all annual incentive plans (each of which is rounded to three decimal places)
weighted by the sum of the incentive targets for all participants in each plan. AOPS is
then rounded to three decimal places (e.g., 125.7% or 1.257).

e The Modifier is the Weighted Average Score for the Funding Measures divided by
AOPS, the result of which is rounded to three decimal places (e.g., 1.055/ 1.257 = .839)

Board Policy on Recouping Executive Compensation from LTIP Participants

This policy applies to employees who participate in the Company’s Long Term Incentive
Compensation Plan (LTIP) and relates to incentive compensation paid or payable to such
employees, whether under the LTIP, this Plan, or otherwise.

The Board of Directors believes that incentive compensation provided by the Company should
be reimbursed to the Company if, in the Board’s determination:
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e Such incentive compensation was predicated upon the achievement of financial or other
results that were subsequently materially restated or corrected,

e The employee from whom such reimbursement is sought engaged in misconduct that
caused or partially caused the need for the restatement or correction, and

e A lower payment would have been made to the employee based upon the restated or
corrected financial results.

Therefore, if and to the extent that, in the Board’s view, the above conditions have been met and
such reimbursement is warranted by the facts and circumstances of the particular case or if the
applicable legal requirements impose more stringent requirements on AEP to obtain
reimbursement of such compensation, then you will be required to reimburse AEP for the value
of such compensation paid to you. AEP also may retain any deferred compensation previously
credited to you and not paid, provided that AEP will retain such deferred compensation only if,
when and to the extent that it otherwise becomes payable to you.

This right to reimbursement is in addition to, and not in substitution for, any and all other rights
AEP might have to pursue reimbursement or such other remedies against an employee for
misconduct in the course of employment by AEP or otherwise based on applicable legal
considerations, all of which are expressly retained by AEP.

Administration

Plan Compensation Committee

The Plan is administered by the HR Committee of the Board of Directors with respect to
executives in the HR Committee Review Group and a Plan Compensation Committee consisting
of AEP’s CEO, COO, CFO, General Counsel, Chief Administrative Officer and Top Human
Resources officer with respect to all other employees, in either case (“the Committee”). The
CEO of American Electric Power Company, Inc. may change the composition and number of
members of the Plan Compensation Committee at any time for any reason. The Committee may
delegate day-to-day authority to administer the Plan, as they deem appropriate. In lieu of an
official meeting, the Committee may act by written or electronic consent of a majority of its
members. The Committee’s interpretations of the Plan provisions are conclusive and binding on
all Participants.

The Committee has sole authority to amend or terminate the Plan and may do so at any time, for
any reason, either with or without notice. The Committee may adopt, delete, modify or adjust
performance objectives, metrics and weights at any time, including after the conclusion of a Plan
Year, should the Committee determine that changes in AEP’s structure or other significant
business situations would produce Overall Scores or awards for a Plan Year that are not
reflective of the underlying economics and profitability of the business. The Committee may
also modify the eligibility criteria for the Plan and add or delete individual participants or groups
of participants.

Executive Council members with management responsibility for a business unit or staff function
served by the Plan have the authority to increase or decrease the award pool for any group under
their purview, provided that such adjustments do not increase the total of all award pools under
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their purview.

Plan Year
A “Plan Year” begins on January 1* and ends on December 31 of each year for which the Plan
is in effect.

Participation
All full-time and regular part-time AEP employees who are actively employed during the Plan

Year will be “Participants” in the Plan for such Plan Year except:

1. Employees participating in any other annual AEP incentive plan,

2. Employees participating in any other plan or agreement that explicitly excludes their
participation in the Plan or annual incentive compensation plans in general,

3. Employees represented by unions that decline the opportunity to participate in the Plan or
all similar incentive plans,

4. Temporary employees and contract workers, and

5. Employees hired by AEP on or after December 1 of such Plan Year.

Participation in an incentive compensation plan in any Plan Year shall not confer any right to
continued employment or to continued participation in the Plan for any subsequent Plan Year.

Participant Responsibility

Plan Participants are expected to comply with all applicable Company policies and directives as
well as all applicable laws and regulations. Failure to do so may have many serious
consequences, including but not limited to forfeiture of Plan eligibility in the current and future
Plan Years.

Award Eligibility
Participants must be actively employed on the last day of such Plan Year to be eligible to receive
an award for that Plan Year, except as otherwise noted below.

If a Participant transfers during the Plan Year to a position that is ineligible to participate in the
Plan, then such Participant will be ineligible to receive an award for such Plan Year from the
Plan, unless the participant was a salary grade 30 or higher employee during the Plan Year as
specified in the “Target and Maximum Award Opportunity” section above.

If a participant is on Leave of Absence status as of the last day of the Plan Year, the Participant
will be eligible to receive an award for the Plan Year to the extent that they have eligible
earnings for the Plan Year.

Employees who become inactive during the Plan Year due to participation in an AEP long-term
disability plan will be eligible to receive an award for that Plan Year to the extent that they have
eligible earnings for the Plan Year, although long-term disability benefits are not ICP eligible
earnings.

Participants forfeit their incentive plan eligibility if they are discharged for cause or resign in lieu
of being “discharged for cause” at any time prior to the award payment date, unless the Plan
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Compensation Committee approves an award payment to such employee.
Satisfaction of eligibility criteria does not guarantee the payment of any awards.

Termination Due to Death or Retirement

Participants remain eligible for an award, based on their eligible earnings for a Plan Year, if their
employment with AEP is terminated during the Plan Year due to their death or retirement. In the
event of a Participant's death, any award to which they would otherwise be entitled will become
payable to the Participant’s estate. For the purposes of the Plan, “retirement” is defined as
termination of employment for any reason other than for cause or as part of a voluntary or
involuntary severance or layoff, after the Participant attains at least age 55 and five years of AEP
service.

Termination Due to Voluntary and Involuntary Severance and Layoffs

Due to the severe financial constraints that generally give rise to the need for employee
severances and layoffs, Participants with both discretionary and non-discretionary award
opportunities are ineligible for an award if they would have a separation from service with AEP
during the Plan Year as part of a voluntary or involuntary severance program or a layoff as
defined under a collective bargaining agreement or the Supplemental Handbook and they are not
rehired during the Plan Year. Severed employees are ineligible for an award even if, in
connection with their severance, they are (a) placed on a Leave of Absence or (b) offered, but
fail to meet the qualifications to be paid a severance benefit (e.g., if they would fail to timely
sign and return, a Severance and Release of All Claims Agreement). In the event a severed
employee is rehired during the Plan Year, such Participant will be eligible for an award only to
the extent of their earnings for the period after they were rehired.

Resignations after the Plan Year

Participants who are actively employed on the last day of a Plan Year but who subsequently
voluntarily resign their employment remain eligible for an award. However, for discretionary
participants, their actual or pending voluntary resignation is a business factor that management
may consider in determining their award payment, if any.

Award Payment

Award payment will be made within 2-1/2 months after the end of the year or as soon as
practical thereafter if it is impractical, either administratively or economically, to make payments
within this time period.

The Plan is hereby approved by:

EVP or Higher Name Date
EVP Title



9L0Z ‘GZ }snbny

s|ejaa
dol1 Auedwog buneisadQ 9102

v Xipuaddy
— -

sanlqissod saJi| Jamod SN

e,
o
8
&
Py
@
Qo
5
s
oy
29
&y
go
z
@ a qu gp
«Q :,...B
=
353
z< &
® OO
S~ o=




Ajjigeureisng juswabeuely uea - 04T
AisianQ - %T
ASAung as|nd dnjjeo - 94T
pes7 g dn Jamod - %T
qJuawabebul ssAojdwg pue aumn) - %t e
uonelpsway }I0OMISN - %I O
Xapul uonoejsnes Jawoisn)) [|BaAQ [BRUSpISaY JaMod " [ :92IAI8S Jo Aqllend) - o€ O
IAIVS 0BG Jo Ajljend) - %T O
aouUaRdxg JoW0oIsN) - %S e
uolsuedxg ssauisng uolssiwsuel] - %¢ O
sdn-pels sajgqemausy
d3V pue siauled a1ISUQ d3Vy :Juawssassy dibajens ssauisng aannadwo) - 97 O
JUSWISSISSY Jue|d Ydd-UON :juawssassy d1bajens ssauisng aARRRdWO) - 047 O
uoneuLIojsuBl] SSauIsng - %9 e
soAneniuy J1bajens - o4HST

O
@
O
O

ainses|y Alljeled - %457 e
210y 1¥vA - %SL e
Ayajes - o401

aaeys 12d sbuluiey - o405/

J21jdijIny ajeao0dion

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 40 /| 8bed
L Juswyoeny
0€ "ON way|



dIMOd
JidL>313
NYISIWV -E|

weibold uondsdsur
weibold yoied poo
saniAioe dsli-ybly any
doj ssaippe pue Ajuspl
03 soaho|dw] abebug —
suoneAIasqQ a3sqor <
uo souelnssy Alend -

(%07) 2insealy
A3sjes sakojdw3 aAdy-0.d

a1ey Jopenuo)
pue s9Aojdw3 pauiquio) -
(9%0T) =124 1¥va 00do

(%5) uonnd
ue|d J4op Soususdx3g
[24mnD 3Aojdwiz 00do

(oG €) @ouaiadxy

2ahojdwiy

Biomaweid doi 09do 9102

(%S)
uoinax3 SO / buluueld
uonelolsay Adusbiswy

sondjeu
eleq ¢ buidde}y =beng
- (%S) SpIM-WDISAS -
04 Uonedpiped
U3y 31O
Buipnpui (9g)-00do -
(%01) sueld Y10m

(abe3jop e
‘1auiojsuel] punosbiapupn
‘pesyisaQ ‘ss|jod

“jiomaN — squsuodwo)
q) suejd uonebiyy
ASTY JO uonnaexy -
(%¢5) uonnoaxy uejd

uon2.0s/p

(9%9) Xep
uonoejsijes IsLioisnd
|[B42A0 [enuspIssy Yddr

(
‘1ejos "6°8) siole|nbal
yum sweltboid usaup
-13W0o3sNd JO JINsind -
(%S)

uonndaxy Aiojenbay

(9%S) uonnoax3 ueld
Hop Ajjiqersy 0odo -
(% S) 1Q1IVS 02dO -
(%or 1eoL)

' Ajqelay owoysn)

(%%0t) 2ouauadxy

Jouiojsn)

diys.i1apes| anlpniIsxa 01 10algns ale sueid 471 09d0

paje|dwo) Jap% : ‘
4ad 3500 Oy ©0d0

(%S72)
jusjeainbg 314
Jad sinoH gsy ondo -
(%§) 4noH
gsy Jad 1s0p 0pdo -
(%01) seinsespy
SSauaAnPa)3
ue Aouandiyg

(%5) uawdojeAsq
dlwouod3 Nd3y / 00d0

(%0T)
awoou] 19N 00do

(%S}
juswdojanag

24njoniseyur

14S.0NM

135151

2102 ‘Uil Isnbny pajeq sisj
6.100-210C 'ON @se) OSdM

Z6¢ J0 g| 8bed
L Juswyoeny
0€ "ON way|




dIMOd

JI412313
NYINIIWV -E|
il | ] || | ] WN | | || || || sesAleUy NSA Pue buluiel] ues|
. . - - 00’1 - - - - ainsealy Ayajes aakojdw3z aanxg-oid
| ] | ] | ] || 290 || [ ] | ] | ] 218y 14V [ J03oB.nU0D 9ako|dwT pauIquiod
! ! ! ! 00'} ! ! ! ! uonnoaxg uejd YoM aimyny) eakojdwig
2DUALIAXT 33A0|dwi]
il [ ] || || WN | || B il 91006 110y3 JaWIo}sN)
. . - - 00’1 - - - - uonnoax3 buluue|d uoielojsay Aouabiawg
- - saunsea|y apdiynyy ‘sendp 9 -
o = B - 5 o i = = e asuauJ:)My::d.l:or:oe;s!?eg Jguug;iscrl'l[;
. . - - 00'L - - - - uonnsax3 Alojejnbay
| | | | || || 00t | || || || UonN9exX3 Ue|d }I0M UonEBRIN ¥STY
| | ] | ] | ] 00’} | ] [ ] | ] | ] UOIIN2aX3 Ue|d }JOM J3W0jsn?) apimwalsis
fi) || | | 00’} | || | | uonoax3 ueld }Jop Jewoysn) 0odo
|| || || || 001 || || | | Ue|d oM AIgelY
H_ || | || 6lsv || || || || (Buipu3 Wzl) IS
ouauadx3 1awo3sn)
| | ] | ] | ] 00'L | | ] | ] | ] ue|d Yoy JuswdojaAeq ssauisng g olLOU0DT
ﬂ 0878 i (WS] enusaay JuswdojaAaq ssauisng g MIOUCDT
| ] | ] . T 08¢ m 314 19d INoH SV - SseusAlvayT pue Aousioy3
| ] | ] | ] [ ] 08'28 19p1Q 184 1507 QU - SSauaAnday3 pue Aouspiy3 9
| ] | ] 09°007$ I | oS¢ oo 1500 1510 101 - SseuaARday] pUe AousnIn 3
é s | GeBpra ooy 7] UG N 55403
s1e09 - juawdo|aAaq 21njonijsenju
[ ] [ || Axpnjuay A — |

sainses|y | Jall

|
I

sjobie] | 1911 9102

2102 ‘W) Isnbny pajeq sjsa
6.100-210C 'ON @se) OSdM

Z6€ 10 61 8bed
L Juswyoeny
0€ "ON way|



dIMOd
JidL>313
NYIIIWVY ~E|

%0E = %0T- £99 €19 9% %Ll 0)d)l
(%5°6>) Sanin) sdujuie3 1amo7

(%S°0T> 8 %S'6<) SaAIN) s3uiuie] 3|ppIN

(%5°01<) sanin) s8ujuse3 JaySiH|
0'¢ 0T I_ 00 0¢ 0T 00 Ee). ]
(328png 'sA v %) sSuluie3 (W$) sa8uey sSujuie3 199png SoOAU n:)
sbuiuies 9107

(%S 1) sYypimpueg
| s)yobie ] awoou] }9N pISInaYy

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 40 0T 8bed
L Juswyoeny
0€ "ON way|



dIMOd

JI412313
NVIYIWY
§10Z 13A0
196.1e)} Juswaaoiduwi 9, | aAsIyse —31abiel 070
§L0T 43N0
196.1e) Juswanoiduwi 9,5 anaiyoe —1abie] 02
§1L02C 49A0
196.1e) Juswanoiduwi ¢,¢ aAslyse —1abie] 0°L
ERIVIIINER 314/SINOH gSY O

pa39|dwod 19plo/3sod QYN ©
INOH gSV/1s00 oLISIp [ej0] O
SPLSIP || 10} SoLIBW [9A3]-Ybiy
93443 uo s3ab.e) o13nads-0)dQ SASIYDY :SOLIRB paseqd dduewioldd - %00T

2.1n3|nd pue asuewouad 0)do Yioq ui s31049 sjuswanoldul
SNONUIUO0D SS3UIAIPAYD pue Aduaidiys ul JusawaAocidull aA3IYDY — [ECDH

S3INSEI\ SSIUIAINOIYT
pue Asuaidoiyya Auedwoy bunesadq: -

abed

L JuBWIYOERY

0€ 'ON way

4
2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM



4IMOd 0Ddo Aq panjiuigns uejd Jo Japuiewidy <«

Jid412313 B -
.. : /ST —3InoAed o'z«
Ny %S0T —InoAed 0'T <«

%8 —3noAed 0’0 <«
SjuUno2oe JO Jaquinu [e310] 3y} Aq papIiAlp suaje ul pajjoiud
sjunodoe anbiun jo Jaquinu [e30] ay3 Aq painseaw 3q [|IM JUSWDA3IYIe 3] <«
(uejd 4om 02dO JO 9/SZ WNWIUIW) SHI]Y IIqON <«
{elhljlo =) & |

uejd JHoM 2uanadx3g Jswoisn) a131ads-0ydQ - 945

soijAjeuy ejeq <«
pua 1eaA Aq ‘uononpouid woly way) buidas)y) sulaouod wajsAs pajusawndop aney
d0 uononpoud ojul sdepy abejnQ paose|d pue pajdacoe ‘pajysa) aaey sondQ —jnoAed 'z <«
Jaquaidas jo pua ay3 Aq sopdQ a2y3 03 pasaalep sdep abeing —3nolAed 0t <«
uonajdwo) 103fo.id buiddely abeyng <«

uoI3hoaxy
uejd YIoM ouaniadxy Jawolsn) SpIM-WIsAS - o4 S

X3apu]
uonpoejsies Jawoisn) [[eddAQ [eljuapisay lomod dr - %S

uoI}Nd3axg uejd JAOM pue s3I
J9MOd dr @22%uauadxg jawolisny

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 40 zZ 8bed
L Juswyoeny
0€ "ON way|



dIMOd
JidL>313
NVIATIWV .

2)9|dwod sbuipulj uoiadsul ||e jo uonebnip 07 o
suoadsur Jo %007 Ul =
219|dwod jou uoipadsug 00 e

ASAINg abe)JOA JoBJUO) o

«OW ZT ueyy Jopjo siiedals Auoud oN 07
suonpadsul Jo %001 0T e
suonpadsul Jo 908> g =

uonebii| R uoidadsug sanijoe4 punolbiapun e

uoI}N23X

<OW 7T ueyy Japjo siiedas Auoud oN 0C
suoipadsul Jo 9,001 gL =
suonoadsul Jo 908> 00 -

abes|iw 31N JO 0,0 1961 e

uonebniy 3 uonRdadsur NI o
4<Ow zT ueyy Iapjo sejod Ajuioud oN 07

suonpadsul J0 %001 0T
suonoadsul Jo %08> 00 =

el 9p0Ad UA QT © pJo "SJA 05 < sojod 19bue] e
uonebnip ¥ uondadsuy ajod -

uejd JIOM uonlebnin )|SI&

| JUBWIYD

0€ 'ON W
2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

¢6€ J0 €Z



‘|eob Jo 10adse Aue 219|dW0D 10U S20pP - 0°0

NIMOd (s)1eob Jayjo ayy 03 Ajgeynba dipgish |yr Peysiu-sggesw
INL>I13 dJI @Y1 ‘910¢ buunp wiojls [9As| ajeudoidde ue ssusiiadxa jou s20p 0DdO uﬁdb AN

MYB’E’?&Y:!% o 111 [2Aa7 e Buninp |003 Juawissasse abewep sazijin snid |eob ¢DI s1edW - 0°Z
'0T0Z ‘1€ J1oqu=0a Aq siossasse abewep 10} de] juswssassy abeweq wnayads
3U3 J0 IN0DS 313ssy Buisn asiniaxa Juswssassy abewe auo 3ses| 3e 1Pnpuo) (9%452)

‘leob jo 1padse Aue 339|dwod J0uU S0P - 0°0

'[eob dO1 s198W - 0°T

*s101ASIp ||e Aq uonedpiued sspnjoul 1ewyy WUBAS ]I

|2A97 J0 T [2AS7 e J0j as1aJax] buluiesy SOI jeuondund |jh4 e 1onpuod snid [eob 4DI s198W - 0°C
SJUSAS WJ03S BUIMO||0) SMIIASY UOIPDY
12y 1onpuo) pue 9107 ‘1€ 1aquiadag Ag sjusAs wiols Jaiealb o IIT |19A3] e buunp (d¥y3)
ue|d asuodsay Acusbiaswg ayz J1ad (SDI) wa3sAS puewwo) juspidul ay3 aziin (%S2)

|eob jo 1padse Aue 339|dwod J0uU SB0p - 070

‘leob dD1 s198W - 0'T

‘saaAo|dwa

0DdO bululewsaul 10} buiuies HOJGaM Jeuonippe spnpuod snid ‘jeob dd1 s19aW - 0°¢
[suuos.iad
A3y Jo) Bululey Jasn-pus 333|dwo) ‘sajod Jasn Jajua pue ubissy ‘DOIgaM JO JuswWdo|aAsp

pue ubissp uj ajedpiyed ‘910z ‘ST Jeqwsdaq Aq D03gaM Jusws|dw] (909)

:SW3)I uoiP

uoINdaxy
Buiuue|d uoijeio0lsay Asuabiawyg

Z6€ 10 1z ebed
L Juswyoeny

0€ 'ON way

b% ejeq 48 39S 18u14 S,0NIM

210Z ‘Uil Isnbny pajeq sjsen
6.100-210C 'ON @se) OSdM



dIMOd

442373
NYIIAIWVY E|
Auedwo) BuniesadQ yoes Aq pauipno aq o3 sue|d oyoads-00do ;fj;
:3PIM-WIISAS paiapisuo) aq 03 swa)I uogpwg

uoiI}NdaXyy
uejd JIOM d2uaiadxyg aakojdwz

/102 ‘Wl 1snbny psjeq sissnbay
62100-210Z ON 8seD JSdM

Z6€ 40 Gz 8bed
L Juswyoeny
0€ 'ON way|



sanoisb

dIMOd
JidL>313
NYISIWV -E|

YoM [B20] buowe aje)uaiayp 42buoj ou [jIim am Abojopoyiswu Uy ssbueys o3 ang

JLIJIWI SIY} WO 10)2¢] ddueuriofrd
awes ay) ul aaeys [im soDAdQ v 0°7 = payudwdpdurt omy pue pajadwod aay <
0T =pawrdmod oAy  «

$3ss53%0.1d yaom pazipiepue)s pue sassadoad dopaadp ‘sainpadroad ui sded Anuapi 03 swLa] .

JSI9M 0/, — SINIAIIIE YSLI-Y oIl IAL] d0] SSIIPPE PUE AINJUIPI 0] SIA0[dWID 356oU
11{5;9;% 250 —S401Do1pul Eugpvaj Ys1jgoisa - SOLAI2JN QDMDLLMOJMBJ aalovold O)dO/u) ssauisng

0"z =yuamdAocxdwy o407 ' T = Judwdsocxdwy o] ¢ 0=)udmwdAcxdur] oN DDA ey LAVA .
"SBAJE [ENPIAIPUI 3} Ul dduenri0}13d SuLI0)IU0W 10J MO[[€ 0] JIUn
ssauIsnq Aq sI0)deajuod pue sadlojdurd yjoq 1oJ osje APjeaedas payoer) aq o) panunuod [[ImM sdjel TIVA .
*duenLIo)1dd d3eIdAE 18IA 33.1Y) JLI0)STY
37} JSUIESE PIINSEIU I( [[IM IIUEULIOLIdJ [80S 04, (] Y} 0] JUNOD PUE PIUIQUIOI Iq [[Is dusuriofrad
10)oe1)u0) pue dAojduwry "[eod djea JIe(] 10)oe1u0d pue 3dAojdwa Jf3uIs € SI el TYVA ML .
‘SSIUDYVI HIVY 13Vd
SJUIA SNOLIAS J1I0W WO SNJ0J 0} saruedurod
SMO[[® jeY) danseawn pajdadde-L1snpul ue SI pue JIJSUBI] QO 10 PIILNSIY ‘AeMy sAe(] 10] spue)s TIVA .
SJUIAD J[qEPI0AI
J3Y}0 U0 SNJ0J .INO FUIUIE)UIBW I[IYM S32UINDasuod snoL1ds arowr yim sjuaad Amnfur uo snaoj 03 JAV A[qEU [IAA .
dnoerd Ansnpur pue VESO I pausife st el TV Jo 3sn)

JYBI2M 05()] - S10]ODAJUO.) pub s2240]duir] .10] Jusuiaaoldul] 210y [ F (]

sainsed\ A)ajeg 9102

Z6€ 40 97 ebed
L Juswyoeny
0€ "ON way|

b

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM




sanoisb

dIMOd )
31415313 YIoM B0 buolwe ajefiti2manir 12buns ol i 244 Aboanayzsut ul ssabueyd o3 ang
N V" Hg WV > J P2IEdUIO) PAEN[EAI I( [[IM S21009 “JIUN SSaUISN( Yoea

10] paqind a3q [[im s3aygd3ed poos Jo Surjdwies wopuey
JySnos uonesuLioyul 3y} yo Apenb ay) e suowap
0} pue weidoid yse)) pooo ay) urejdxs o) urwied |
A9 Ul payoune] 3q [[IA 03PIA UI[-UO J10YS & ‘7)) uf
SINHHS Ul P2)usmniop 3q [ $9Y)e7) poo)
‘ageuwrep 10 ULIRY

asned 03 [enuajod 3y} aey 03 sasadde jey) wonIpuUOd
J0 uonenyis € sunaodax pue ‘SundILI0) ‘SUIZIUG0IdY  «

$arfdje)) pooxn) Ajjen() .
MO[2(q BLIJLID
Mpniuay uo paseq s3YINeEd poos Jo Afenb Jo sanseay] (04€) «

€107 woxj soulpseq uo paseq 910T
ul pajiodal saYdE) Poos) IdqUINU Ul IsLADU] (057) <«

(xew) 0°7 = %07 0'T = %01
0°0 = %0 ‘paNmuqns Jaquinu ul yuamwdacxdmy — S0z sA 97107 .

A

sjuapul [enudjod J)BUII[/30NPAI

0z13%1el 0T19%ieL 0°019%sEL pue uoneuLiojul dxeys ApPAndeoad o) wearsoxd e ysiqe)sy .
S1394V1 dJI HOLYD A005 JYSPM ¢ — WEIS01] YIIE) PooD
JYB1oM 04()7 —S10]DI1PUl

mIpDa] ~FIqPTe

= SOL1JaJ\] 20UDULIOf15 241]oD0AT ODJ)/I1U[) SSoUISTLg

(P3u0d) sainsea|y Ajajes 9102

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 40 /Z 8bed
L Juswyoeny
0€ "ON way|

Zl




¥IMOd sanoisb

JidL>313
NYISIWV -E|

YoM [B20] buowe aje)uaiayp 42buoj ou [jIim am Abojopoyiswu Uy ssbueys o3 ang

w2y Qjafos ay) Aq paj2)diiod 2q 0] UOIIDHIDATT
uonvnivas 10f pajnd aq o] pauiv.ay sia2pnaj [pio} fo 3jduivs wopuns %409
pajajduios aq 0y pajoadxa spsia JYO Jo %09
Ayipenb aanseowt 03 Auedwmwo)) SunerddQ yaed aoj pafnd 2q [im sjdwes wopue. ‘piepue)s
JSUIESE PIINSEIU JUIWSSISSE JISIA IO T JO uone)dadxa ‘paurea) s1d9ped| of< Jo [¥10].
‘me1soxd SuruIe.T) 3y) Ul PIUI[Ino WI)SAS SUIPL.Is € 0) paisduiod
P3jeN[eAd 3q [[IM $3103S “jIun ssauisnq Aq pajnd aq s Sumurer) 3sod suoneAIdsqo
Jo surjdwies wopuey] -pa3d[durod aq pnoys sUONIBAIISQO A}3]Jes moy uo sadlojdud
3jeonpa [IM ‘€0 A[183 payoune| ‘Suruiel] UONBAIISQQ AJIJES JIPEI] ) JO MOPEYS 90T =
SUONBAIISqQ Jo A1feng) Jo UonEn[eA] «
0°7 = udmdsoadur o507 0T = ywdwAcaduar o401 (70 udmRAcIdwWI 0N «
(2%€) spemyoe 1daenb o, C107 sA Sutuiex) ysod ywdwdAoadwr 19yaenb o, 9707

glﬁl!ll!l}.ll pue gU!}[:FE.L} ‘s;uamnoop JU2ISISUOD I18a1) .
ﬁuguw.{l Japuaf] L] _]:0 ;ﬁﬂquSI‘SﬂOpBAJGS(IO - 1]131]]9333[15[ d![[S.IapBQ"I .
JE[B!SM %g - SIIO!.]EAJQS(]O 9]!3 qﬂ[‘

TYSiom

9407 —SA0]DIIPUI BUIPDI] YS1|qD]S - SOLIP\ 20UDULIOJ 12 2A1JODOLT ODJO/I1U[] SSaUIsng

(Pa3uo0d) saunsea|y A3ajes 9102

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 10 gz 8bed
L Juswyoeny
0€ "ON way|

€l



¥IMOd sanoisb

JidL>313
NYISIWV -E|

YoM [B20] buowe aje)uaiayp 42buoj ou [jIim am Abojopoyiswu Uy ssbueys o3 ang

0'7 = $O uonezyLiorid pue paynuapi 3jajdurod suondadsur o400 <«
0'T = $O ul 331dmiod swondadsui 94,007 <«
0°0 = payo[dwod jou suondradsuy «
spiezey SU 43Iy, 10J suonelsqns JAV JO .
SpIEZey SLI 43Iy, 10] sjue[d Suneiduasd Jov JO .
SPIABZEY SSAIZF/SSAIBU] 10, .
WEI501Ig uonoodsuy oIS
0°7 = ¥O uonsznLiolid pue pagnuapi 3jojduwrod suondadsur o400 <
0°T = O u1 3391dmod suondadsul o400 <«
0°0 = pae1dwod jou suondadsuy «

1132 STY} U0 1030e] dueuriofrad

awes 1) ul a1eys s soDdQ v

s1qnd pue sdsiojdurd
0] SLI 3JEN[BAJ 0] WI)SAS JHAV Ss0.198 sandadord AV 0} sSuIssod [16.1 ajearid [[& sN[BAY .
WEI50.1J UOESHITA SIy SUISSO.I) 9JBALIJ ABM[IEY

sue]d uonednim dopaaap pue aznuiorid “padsur 90z Uy .

ssurpping 3sgjo
PUE SI3)UII IIAIIS ‘SUONEIO] I PUE SWO00.12.10)s ‘S)us[d SUNBIIUIS ‘SUONEISANS ‘SPIBA WMOPAE] [[6 MIIANY .
"THI)SAS Y} SSOIIB SPIBZEY MSLI YSIY 3)E3NIW PUE IJBN[EAI 0] JI0JJ3 JBIA-[NW & WIS .

JYSIdA 04,C — WEBIs0.1g uoijdadsu] ajig
JYB1oM 04()7 —S10]DIIPUL BUIPDI] YSI|QDISa - SOLLIP\ 20UDULIOJ1D ] 2ALJODOLT ODJO/I1U[) SSauIsng

(Pa3uo0d) saunsea|y A3ajes 9102

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 10 6T 8bed
L Juswyoeny
0€ "ON way|

142



dIMOd
442373
NYISIWV -E|

(%5°2) =18y I3
aaAojdw3 s@sd

(%5°2) sainsesiy &

weiboid uoBdsy] 83
Luesbiold (p3e) poos -
SBANTE YU
-ybiy any do3 ssaippe pue
AQuapi ol sasAojdwy abebug -
SLORAESG0

B35g0f Lo 3Jueinssy Ayend) -
(%0¢2) ainseap
£S BaA0|dLS BARDY-01d

saAojdw3 aAdY-01d SABD

(9%§) 21095 Uo7 JoWOoISN) fe—oi

g A vER AT

Buluiel] Jspea ué -

sainseap a2yads sasd

pue aaAojdu3 pauquio) -
(9e07) 218Y 14va 00d0

|
LOnNIaX3 Ueld X0 Boualadig
- [2inyn) ssAojdug 02d0

(965) uonnexg 521 / buluued
uoneiolsey Ausbiswg

)
XBpUJ UCIDBISIIES JBlL0Isn)

R feen0auspsad vt

e1e(] g buiddepy éﬁano II

—(%¢) spim-watshs -
9% Lonedonied 18fy ajqop
Buipnp Ul (3050000

(1w "1Ey05
“Ba) si03gnba) yyum sweiboud

UBAUP-JBLLIOISND JO YNSINg -

‘peayBAQ ‘sajod “HoMIBN
—sjusuodwo) ) sugd

(o0Gg) =ousuadxy

22Aopduz

Uonebiup sty 40 uomexg -
(905) uoniex3
IO/ UOHEDDI YSRY

(su01) sueyq | | (865) uonnoan Aioyeinoy
i 2 X3 W03ISNY
- ‘
BlLI0SUBY ] punciBiapun (%4G) Uogniexs

ueyd oA\ Aqesey 03do -
(% S) 1a1v5 02d0 -
(%01 [ejol)

. Aqenpy sewoisn)

(on0t) 20usRdxg

Rosnd

(%5°7) paie|dwo) 18pI"
J1ad 1500 OYW 0340
(%e5'2) JusieAnb3 314
Jadsinoy gsy 0ndg -
(%8)
InoH g5y 18d 1500 03d0 -
(00T)

Lona.0sIp dilysiapes) arlphniaxs 03 1algns ale sueid 41 IV

Sadnsea)y sseusnnIell
pue fousny3

(%5 ) 3uawdoEn
2W0U0d3 Nd3Y / 0340

+— I {%uﬂaumunauoaduF

(%0sz) wowdopnaq

ampnnseyuy

(°%SZ)
24005 ue|d a6eiaay pajybiop sanin dav

Biomawelid dol SATI 9102

1102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 10 0¢ 8bed
L Juswyoeny
0€ 'ON way|



dIMOd
JidL>313
NYISIWV -E|

(%S°2)
21y 1yvQ Jojpenuo) Ansalod uoissiwsuel] W asAojdwa s@g) ©
(%SG°£) sainseay Ajajes aaAo0|dw3 SAIOY-04d SABD ©
9107 10J suonoesuel]
paseg-auoyd Ajuo jsuiebe palods ‘suonoesuel) paseqg-suoyd Jo abeiane
duo3sly JA-z uo paseq ‘(%8'09=0'C ‘%6£5=0T '%0°55=0"0) — 33bie] .
(%$§) 2100S HoY3 Jawoysn) ©
(%S)
SOAIR[AO VYSA pue buluiel] JapeaT uea] — ueld adualladxg aaA0|dwg ©
:Sanseaw BuiMo||o) 3yl Uuo paseq 29 |[IM 2duewoLiad dinads-say) -

2ouew.opad pue saAalgo dudads-1iun ssauisng uo paseq (94527) ueld
a3 Jo uoruod Junads-saw) e ppe [IM ‘9T0Z Ul JaAsmoy ‘ased auj ul aAey
Aaya se ‘(945/) 2suewlolad Auedwo) bunetadO uo ARl [|IM DI SARD -

UEld dJ1 SA3J 910¢

mmmmm
9; w3 o=
@@@@@
MMMMM



dIMOd
LI ‘9|qedi|dde

Mﬂfﬂi@o'z ‘0'T ‘070 puawwoday ‘saARda[qo/sdeb |einyino uo paseq 0)do
Aq pado|aAsp Ajjnj 3q 03 — uoind3aX3 uejd YoM\ dualiadx3y / ainjjn) aAojdwy ©
(uons|dwoo uodn paleys) wes} 4¥3 Aq padojaasp
sy3ab.ie) pue ainjdonJls JuslsISuod — uoindaxy buluue|d uoneloisay Aousbilawy o
(quawabeue|y aouewlIol3d Aq paJeys
A|snoinsid ejep) souewiolad uoijoejsiies Jawolsnd aALIp/a1y Alespo pue ‘(s3abie)
0'C ‘0°'T ‘0°0) 3|geinseaw ‘(suoijoe Jolew g-¢) as1DU0d 39 pjhoys sjusuodwod
olDads-0D)dQ pue apIM-Wa1sAs Yo — uoihdax3 ueld YO\ ousLiadx3 Jswoish) O
s19bie1 o'z pue ‘0°'T ‘0°0 Jesjo Bulpnjpul
‘sisbeuely Ajljigeley 03 (wes) sA3)|eL Yony)) saoiAlas bulsaulbug uonnglisig
AQ pa3jediunwiwod 31n3oNJ3s MOJ|04 PINOYS — uoiandax3y ueld YoM AJljigely ©
:sainseaw uejd YJom Jo juswdo|aasp
33 ul ainjonJijs Ja3ealb Bupjeas ale am ‘AjJua3sisuod uoljen|eAs a3eji|ioe) 03 I8plo U]

$31005S ||e Jo M3IA3J e 3oe|d Ul sihd Ajjewlol) anqg ‘palisap
J 00D 3yl YIM MaIAaI D] ,sjuspisald 0DdQ yoes aoe|dal 03 »o3s j0u ssop Siy] O
AllenpiAipul ueyy Jayiel A|SAR09||00 pajen|eAs
3q ||IM S8102S dDI ‘STOZ 23] Ul pa4ind20 jeyy abueyo sseo0ud Malnal Y3 YIMm Jualsisuo)

sa|didulig
e ¥ SS9930.4d uonjenjeAag dal 9102

210Z ‘Uil Isnbny pajeq sisonggey ereq JO 19S 184 SONIN @

6.100-210C 'ON @se) OSdM

Z6€ 40 z¢ ebed
L Juswyoeny
0€ "ON way|



8L

ETE
NNy . | | souewlopad
103S1Y STQZ Uo paseq ondp Ag paulwisyeg :s3able] "ues paAojdsp
AJ|nJ 3ABY OYM SIOLISIP J10J S2inseall uoiezizauow pue oldew apim-a3elod.od
JO 19s pauljap e uo s3abiel paysi|qeiss 'sA asuewlopiad uo paseg :ainseajy ©

Solnseoy SSoU9AIO9ll] 3 ADUB!D!H; .

(paulap) 196.e3 snusAal WS3SAS 43
"SA Souewlloliad Jo Juswssasse - 0,07 -ueld ylom dipads-0Hdo sA aouewlopad
JO JUBWISSaSSe - 940b -(paulap) 19b6.e) anuaAal 18U 0DdQO - %0p :39bie] ©
(%0%) suoiyeyadxa
03 aARe[al Mlom Jo ueld cuidads-0)dQ pue ‘(9407) 1964.3 anuaAal 3ou WSISAS
d3Vv ‘(%0%) 19643 snuaAal 38U 0Dd(Q 01 aARe[3] SouewIouSd UO paseg :2insesjy O
judwdojanaqg Jiwouody -

40d STOC UO psseq SslEeA Yipimpueg ©
Bulspow / 396pnq [013u0d 9TQZ uo paseg :32bie] ©
sbuiuies oHdp bulobup :ainseg|y ©

awodur 313N Auedwo) bunesado -

juswdojaAa@ a2injponijseyus

suoniuaqg sOU9NN 9102

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 10 ¢¢ ebed
L Juswyoeny
0€ "ON way|



dIMOd
JI419313
NYIIIWV -E|
Apnis ydar jo soussqge ul SASAINS d3Y / IS 313N [[IM X1-d3Y ©
S|9A9| @ouewlopad 10 paroidwi bujuiejuiew Ag paulwlalap xapul 39bie| :sy3ebie] o
Jeah
Jepuajed 910z @Y1 bunp pa1onpuod saaem 4 3yl J0) Xapul IS |ERUSPISAY [|BISAQ :2JNsea|y ©
(1SD) Xapuz uondeisiles J2Wolsh) [[el2AQ [BIIUDPISDY SIIBID0SSY pue Jamod dr -

SoAN2a[qo ue|d MJom dijads Jo JuUsWBSARIYDY :38bie] o
(-39 ‘suonpadsul ajod) sanianoe uonebniw ysi buipnipul sediAIes bulissulbu]
uonnguasig Ag papiaoid YJomawel) 0] alaype 1snw swia)l uopy “siseq Alauenb uo
dnoub saoinias buasulbug uonnguasiq Ag pamalaal pue 0)dQ yoea Ag AjjenpiAlpul paindaxa
pue padojaasp uejd yJom Ajljigelal 0] aAe[R] SWa) uode D110ads Uo SDUBWIIOLSd :2JnsSea|y ©
uolnoax3 uejd oM Ayjiqely -

abeiane 1aad Alojeinbas anaiyoe o3 yred apib
1eaA-01 buoje Jusawade|d Jo ‘(si9ad Aiorejnbal 01 a|geloAe] sI asuewlolad Ji) abelaAe Jeal
93143 Jo soueuajuliew ‘syabuaey Asojeinbaa jeuonoipsunl paysijgeiss uo Jayiie paseg :3abie] o
uoniuyap Alojeinbal uo paseq Jayip sjuaAs Jolew
JO SUOISN[IX3 ‘sJaWwo03snd |2101 Aq papIAlp paadniiajul Se3nuiw JaW0ISND JO JAqUINN :2INsea|y ©
IgIivs -

2ouaLIadx3 Jawoisn)

suoniuaqg sOU9NN 9102

1

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 10 ¢ ebed
L Juswyoeny
0€ "ON way|



0Z

dIMOd

14193713
SNYIIYIWY “E| soAoa(go ue|d yJom dujpads Jo JUsWBSAlIYDY 18bie] o
"S|IeI9p YAIM SPIS 995 “aouewloiad uonRdejsiies JaWolsnd JO SISALIP Se a3 pjnoys swiajl uonoe

[V “swa) uonoe oyads-0do sl 9405 ‘opim-wa1sAs paleys si ueld sy 10 950G “2ouslladxa
Jswolsnd a1 bulnoidw Je pswie suous [eanoe) pue dibsrens olypads jo uons|dwo) :ainses|y ©
uoIIN2aX3 uejd HIoM 2ouaniadx3z Jswoisn)

SoA}oa[qo ue|d MIom d1jads JO JUSWBARIYIY :38bue] o
"S|Ie19p UYlM 3pl|s 995 “wea) buluue|d uonelolsay Adusbiawg syl pue (SO1) waisAs
puewiwo) uapipu] Jo JuswAojdap 03 pajejal swiall uonde d1ypads Jo uonsdwo) :ainses|y ©
uoinodaxg buiuuejd uonelolsay Aouabiawg .

saARalqo pauue|d Jo JuswaAlIDy :32bie] ©
uonolpsun( [ed0] Yyoea ulym
2ouauadxa Jawolsnd ay) aAaoidwi 03 suonde Aiojeinbay spiemol H4om Jo uonajdwo) :ainses| ©
uonnnoaxg Alojenbay

SaA0a[qo ue|d Jo JuswaAlIDY :3Rbie] ©
(sbeyjop 1oeju0) Jswiojsuel] punosbispun
‘peaytanQ ‘sajod HomiaN — syusuodwo) G) suejd uonebinila Msry JO uonndex3 :aInsSes|y ©
uoIINd3X3 uejd 4o uonebiyiw sy

(panunuod) asuauadx3y Jawo3sn)

suoniuaqg sOU9NN 9102

0€ 'ON way
2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 40 ¢ ebed
L Juswyoeny



T4

dIMOd
JidL>313
NYISIWV -E|

'00d0 Aq AleA Aew 1ey) saARdalqo |e20] 03 uonippe Ul ‘uoneziueblo
Asjes sy3 Agq pajusws|dwi 2q [|IM Sa1jiAIOe pue s}ebie] — alnsea Ajajes aA1DeOld -

Aysjes
AQ 3195 syipimpueq ‘2oul||@oxa 03 syled apl|b paasnlpe oHdp uo paseg :39bie] o
pa)JoM SInhoy
aaAo|dwa jo Jaquinu ay3 Aq Jaqwinu jeys Buipialp uayl ‘000’00z Aq Jequinu jeu;
BuiAjdinjnw pue ‘Auedwod ay3 uiyzm qol jusiayip e o3 bullisjsuely aaAojdwas ue ul
pa3|nsal jey) Jo sAep pajaliisal aJow 1o auo ‘(sanijejes sspnpoul) ‘sAep 3s0| alow 1o
U0 pey Jeys sjuaAs Jo Jaquinu ay3 dn Buippe Aq pajejnojed si el SiY| :34nses|y ©
sojey 1yva -

saAoalqo ue|d y4om o1y10ads Jo JusWBASIYDY :39bie] ©

910Z $0O ybnouyy ueld
}40M 31n3|nd / scusliadxs aaAojdwa ue Jo uoilndaxa pue juswdo|aAsg :ainsesjy ©

uonhdaXx3j uejd 1o duaLiadx3 asAojdwy .

aosualRdx3 aaAojdwiz

suoniuaqg sOU9NN 9102

2102 ‘Ul Isnbny pajeq sjsenbay ejeq Jo 39S 18i14 S,0NIM

6.100-210C 'ON @se) OSdM

Z6€ 40 9¢ ebed
L Juswyoeny
0€ "ON way|



KPSC Case No. 2017-00179
KIUC's First Set of Data Requests Dated August 14th, 2017

AEP COMMERCIAL OPERATIONS
TRADING AND MARKETING
INCENTIVE COMPENSATION PLAN
Effective as of January 1, 2016

Article 1
Establishment, Purpose and Effective Date

1.1  The Company hereby establishes the AEP Commercial Operations
Trading and Marketing Incentive Compensation Plan (the “Plan).

1.2 The purposes of the Plan are to improve corporate performance, enhance
shareholder value and reduce risk by providing Plan Participants with an incentive to
promote the financial success of the Company.

1.3 The Plan is effective as of January 1, 2016 and shall terminate on
December 31, 2016, except with respect to the payment of Incentive Awards.

Article 2
Definitions

2.1  “Annual Bonus Pool” means the lower of (i) 12.5% of the Eligible
Earnings for a Plan Year plus the amount of any “Discretionary Funding” or (ii) $1.5
million.; plus the amount of any Fatality Adjustment.

2.2  “Company” means American Electric Power Company, Inc. and its
subsidiaries and affiliates.

2.3 “Cover” means the daily profit and loss statement.

2.4  “Discretionary Funding” means any amount that the Plan Compensation
Committee may make available for Incentive Awards as part of the Annual Bonus Pool,
provided that the total value of the Annual Bonus Pool does not exceed the limits of
Article 2.1 (ii).

2.5  “Eligible Earnings” are those described in Schedule A.

2.6  “Employee” means an employee of the Company.

2.7  “Fatality Adjustments” means the sum of the individual fatality
adjustments for all plan Participants, calculated based on the percentages shown in the
table below. The Fatality Adjustment will apply to the Plan only in the event that the
company earns at least $3.00 per share and does not experience a fatal employee illness
or injury that is determined to be work related.
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Salary Grade | Individual Fatality Adder as a
% of Year End Base Salary
6-7 1.0%
8-10 1.5%
11 1.75%
12+ 2.0%
2.8 “Incentive Award” means the amount of incentive compensation, as

determined by the Plan Compensation Committee, payable to a Participant for a Plan
Year.

2.9  “Participant” means an Employee approved by the Plan Compensation
Committee as eligible for an Incentive Award, if any, under the terms of this Plan.
Participants will generally be those employees of the Company whose duties involve
wholesale trading and marketing.

2.10 “Plan Year” means January 1, 2016 to December 31, 2016.

2.11  “Plan Compensation Committee” will consist of AEP’s CEO, CFO, Top
Shared Services Executive, Top Human Resources Executive, all members of AEP’s
Executive Council in the Commercial Operations chain of command, which is currently
AEP’s COO, EVP of Generation and SVP Commercial Operations. The CEO may
change the composition of this committee at any time for any reason. The Plan
Compensation Committee may delegate authority for the day-to-day administration of the
Plan as it deems necessary or appropriate.

2.12  “Qualifying Termination” means a termination of employment with the
Company due to death or Retirement.

2.13  “Retirement” means the termination of an Employee’s employment with
the Company for any reason other than for cause or as part of a voluntary or involuntary
severance, after the Employee attains age 55 and completes five years of Company
service. “Retirement” shall not include the circumstance in which the Company has
determined that a Participant has elected retirement so as to avoid termination by the
Company.

2.14 A “Transfer” occurs when, during a Plan Year, a Participant begins a new
job with the Company, in a position for which the incumbent is generally not eligible to
participate in this Plan.
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Article 3
Plan Participant

3.1  Employees selected to participate in the Plan shall not be eligible to
participate in any other annual incentive plan except that prorated participation in more
than one annual incentive plan will be provided to Participants who Transfer during the
Plan Year.

3.2 Participation in the Plan shall not guarantee participation in any future
Plan or in any other incentive compensation plans that may be adopted by the Company.

Article 4
Determination of Awards

4.1 In the event of a Qualifying Termination or Transfer, the Participant’s
Award will typically be reduced by the portion of the Plan Year for which they were not
actively employed in a position that generally participates in the Plan. The amount of any
prorated Incentive Award for such participant will be determined at the sole discretion of
the Plan Compensation Committee.

4.2  After the end of the Plan Year, the Senior Vice President of Commercial
Operations shall make a recommendation to the Plan Compensation Committee as to the
amount of each Participant’s Incentive Award for the Plan Year, subject to the limitations
of the Plan as set forth herein. The Senior Vice President of Commercial Operations may
consider individual contributions to Eligible Earnings, compliance with good energy
industry practice, corporate stewardship, staff development, and compliance with and
support of AEP’s Code of Ethics and other policies and other factors in such
determination. The Plan Compensation Committee may approve, modify or eliminate
any Incentive Award recommendation. Any and all Incentive Awards are made,
amended, or eliminated at the discretion of the Plan Compensation Committee.

4.3 If the Annual Bonus Pool for the Plan Year is less than or equal to the total
amount of guaranteed bonuses of Participants for that year, Participants in the Plan shall
receive an Incentive Award only to the extent of their guaranteed bonuses. All sign-on
bonuses, retention awards and other bonuses paid to Participants during the respective
Plan Year will be deducted from the Annual Bonus Pool for such Plan Year unless the
Plan Compensation Committee, in its sole discretion, determines that a portion or all such
bonuses shall not be deducted from the Annual Bonus Pool.

4.4  The amount of the Annual Bonus Pool remaining, after the deductions
referenced in Article 4.3, is available for discretionary allocation as Incentive Awards for
the Plan Year. In no event shall the sum of all Incentive Awards exceed the Annual
Bonus Pool, less the deductions referenced in Article 4.3, for such Plan Year. The Plan
Compensation Committee may, in its sole discretion, determine that the circumstances
warrant the allocation of less than the full remaining value of the Annual Bonus Pool as
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Incentive Awards for any Plan Year and may determine that no Incentive Awards shall be
paid with respect to any Plan Year.

Article 5
Payment of Incentive Awards

5.1  One-hundred percent (100%) of Incentive Awards shall be paid in cash or
credited in accordance with the terms of all applicable savings and deferred compensation
programs for which the Participant has made a timely and valid deferral election. All
Incentive Awards shall be paid or credited as soon as practical after performance results
are certified and Incentive Awards are approved using the normal payroll process for the
payment of annual incentive awards. Payment made in cash under this Section 5.1 (as
applicable) shall be made no later than such date as will qualify such payment as a short-
term deferral described in Section 1.409A-1(b)(4) of the federal income tax regulations.

5.2 Except for a Participant whose termination is a Qualifying Termination, a
Participant must be an employee of the Company on the last day of the Plan Year to be
eligible for an Incentive Award for such Plan Year.

5.3  Participants forfeit their eligibility for an Incentive Award if they are
discharged for cause or resign in lieu of being “discharged for cause” at any time prior to
the award payment date, unless the Plan Compensation Committee approves an award
payment to such Participant.

5.4  All payments shall be subject to the applicable tax withholdings,
including, but not limited to, those for federal, state and local and employment taxes.

Article 6
Administration

6.1 The Plan Compensation Committee shall administer the Plan. The Plan
Compensation Committee shall have the authority to interpret the Plan and to prescribe,
amend and rescind rules and regulations relating to the administration of the Plan, and all
such interpretations, rules and regulations shall be conclusive and binding on all
Participants.

6.2 The Plan Compensation Committee may employ agents, attorneys,
accountants, or other persons and allocate or delegate to them powers, rights, and duties
as the Plan Compensation Committee considers necessary or advisable to properly carry
out the administration of the Plan. The Plan Compensation Committee may also delegate
responsibility for administering aspects of the Plan to individual members of the Plan
Compensation Committee. Any action taken by the Plan Compensation Committee shall
be final.
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Article 7
Miscellaneous

7.1  The Plan Compensation Committee shall have the right, authority and
power to alter, amend, modify, revoke or terminate the Plan at any time and for any
reason that it deems appropriate. Under such circumstances, the Plan Compensation
Committee may, in its sole discretion, determine and approve the early payment of some
or all Incentive Awards prior to the end of a Plan Year. Any Incentive Awards approved
for payment under such circumstance will be paid to Plan Participants 100% in cash at
such time as determined by the Plan Compensation Committee or credited in accordance
with the terms of all applicable savings and deferred compensation programs for which
the Participant has made a timely and valid deferral election.

7.2 The Plan Compensation Committee will periodically review the terms and
conditions of this Plan with the Human Resource Committee of the Board of Directors of
the American Electric Power Company, Inc.

7.3 No compensation or benefits at any time payable under this Plan to a
Participant or a Participant’s estate shall be subject in any manner to anticipation,
alienation, sale, transfer, assignment, pledge, attachment, garnishment, levy, execution, or
other legal or equitable process, or encumbrance of any kind except to the extent
otherwise required by applicable law.

7.4 Nothing in this Plan shall interfere with or limit in any way the right of the
Company to terminate any Participant’s employment at any time, or confer upon a
Participant any right to continue in the employ of the Company.

7.5  The Plan shall be construed and administered according to the laws of the
State of Ohio. In the event a Participant or alleged Participant initiates any legal action
relating to the Plan, that action shall be brought in the Franklin County, Ohio Court of
Common Pleas (subject to the Company's right to remove the action to federal district
court if allowed by law) or the United States District Court for the Southern District of
Ohio, Eastern Division in Columbus, Ohio.

7.6 Inthe event the Plan Compensation Committee shall find that a Participant
is unable to care for his or her affairs because of illness or accident, the Plan
Compensation Committee may direct that any payment due the Participant be paid to the
Participant’s duly appointed legal representative, and any such payment so made shall be
a complete discharge of the liabilities of the Plan.

7.7  Each Participant who is granted an Incentive Award shall reimburse Company or
its Subsidiaries, as applicable, for the amount awarded, earned, received or paid under
such Incentive Award if the Human Resources Committee of the Company’s Board of
Directors, in its discretion, determines that:
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(i) the Award or any compensation resulting from it was predicated upon the
achievement of financial or other results that were subsequently materially
restated or corrected, and

(i) the Participant engaged in misconduct that caused or partially caused the need
for the restatement or correction, and

(iii) a lower payment would have been made to the Participant based upon the
restated or corrected financial results.

If and to the extent that the Committee, in its sole discretion, determines that the
conditions set forth in (i) through (iii) have been met and such reimbursement is
warranted by the facts and circumstances of the particular case or if the applicable legal
requirements impose more stringent requirements on the Company or any of its
Subsidiaries to obtain reimbursement of such compensation, then the Participant will be
required to reimburse Company or its Subsidiaries, as applicable, for the value of such
compensation paid to that Participant. The Company or its Subsidiaries, as applicable,
also may retain any deferred compensation previously credited to the Participant and not
paid, provided that the Company or its Subsidiaries, as applicable, will retain such
deferred compensation only if, when and to the extent that it otherwise becomes payable
to the Participant. This right to reimbursement is in addition to, and not in substitution
for, any and all other rights the Company and its Subsidiaries might have to pursue
reimbursement or such other remedies against an employee for misconduct in the course
of employment or otherwise based on applicable legal considerations, all of which are
expressly retained by the Company and its Subsidiaries.

7.8  The design and administration of the Plan are intended to comply with an
exception to the requirements of Section 409A of the Code, or if an exception is not
available, to comply with an exception to the requirements of Section 409A of the Code
to the extent such section is effective and applicable to amounts to be paid or credited
hereunder. However, no Participant, beneficiary or any other person shall have any
recourse against the Company, the Plan Compensation Committee or any of their
affiliates, employees, agents, successors, assigns or other representatives, if any of those
conditions are determined not to be satisfied.

Article 8
Confidentiality

8.1  The Plan is confidential and proprietary, and neither the Plan document
nor its contents shall be disclosed to persons other than the Plan Compensation
Committee, Plan Participants, and those individuals administering the Plan. At the
request of a Participant, the Plan Compensation Committee may approve the disclosure
of the relevant contents of the plan and potential or actual award values to specific third
parties engaged in the provision of legal or financial services to the Participant, provided
that such third party agrees to keep such information strictly confidential.
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Article 9
Participant Responsibility

9.1 Plan Participants are expected to comply with all applicable Company
policies and directives as well as all applicable laws and regulations.
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The AEP Commercial Operations Trading and Marketing Incentive Compensation Plan is
hereby approved by the members of the Plan Compensation Committee:

Nick Akins date
President & CEO

Brian X. Tierney date
EVP - CFO

Tracy A. Elich date

VP Human Resources

Lana L. Hillebrand date
SVP & Chief Administrative Officer

Robert Powers date
Chief Operating Officer

Mark C. McCullough date
EVP Generation
Tim K. Light date

SVP - Commercial Operations
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Schedule A
Eligible Earnings Definition

Basis for Regulated Mark-to Market Risk Management and Trading Transactions

1. Gross margin from designated trading and marketing activities (see Schedule B for
designated books) of the wholesale electricity business, emissions trading activity and
coal trading business activities as set forth on the Cover, excluding interest associated
with the discounting of the books that is listed in the Cover under “Interest Rate” and
“Interest Rate Hedge.” The Plan Compensation Committee may add, delete, adjust,
and modify the list of designated books at any time, including after the conclusion of
the plan year, and for any reason.

2. Plus or minus year on year changes in Credit Reserve (excluding the current year
initial impacts of any changes in credit reserve calculation methodology).

3. Plus or minus year on year changes in Liquidity Reserve.
4. Less Plan Participant base salaries and benefits.
5. Adjusted for Interest and Capital Costs, calculated as follows:

a. Interest income or expense for the Plan Year for cash flows generated or used
in regulated trading activities calculated at the money pool rate multiplied by:

i. The monthly average realized margins/losses less direct salaries,
benefits and expenses as determined in 4. above, and

ii. The monthly average net outstanding option premiums received
/(paid);

b. The cost of letters of credit and 3" party credit guarantees (if any) utilized to
support regulated trading activities during the plan year;

c. A capital charge for all net margins posted/held with/from counter parties,
brokers and exchanges utilized to support regulated trading activities during
the plan year, calculated at the company’s weighted average cost of capital. If
AEP receives interest on posted credit, this should be netted against the charge
to the plan.

Item No. 30
Attachment 1
Page 45 of 392
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Designated Books
Commodity Book Name Description
Power NMSO MISO Auction Sales with Respective Physical Hedges
Power PBAS PJM Spread Trade Book (including FTRs)
Power PHET East Hourly Swaps (including FTRS)
Power PHRE East Hourly Trades
Power PHRS AEP West Hourly Trades
Power PMWE Midwest Main Trading Book (including FTRs)
Power PPTP Secondary East FTR Strategy Book
Power HPJM Financial Hedge for PJM Power Sales
Power NPJIM PJM Auction Sales with Respective Physical Hedges
Power PHSP Dealing Activity as Classified Under Dodd Frank Act (Hourly)
Non-Direct Optimization Trading of PIM/MISO Hourly Power
Power PHRD Transactions including Futures
Power PHRT Non-Direct Optimization Trading of PIM/MISO/TVA Bal Day
Power PHRW West Hourly Trades
Physically tagged block imports/exports, Bal day trading, non-standard
Power PHWT hourly profiles for West activity
Power PICT MTM Book for PCA East Term spec trades
Non-hourly physically tagged block imports/exports,bilaterally scheduled
Power PSHD block power, cleared FIN-FUT (including FTRS)
Power PSWH Non-Direct Optimization Trading of PIM/MISO Hourly Power Swap
Power PSWT Non-Direct Optimization Trading of PIM/MISO Term Power Swap
Power PMAC Entergy and SOCO Cash and Hourly
Power PHAW SPP Cash and Hourly
Power PMWS Entergy and SOCO Cash and Hourly
Gas KBAS Gas Spread Trade book — Gas Book for PBAS
Gas KSHD Non-Direct Optimization Trading of NG transactions
Gas-Spark KCP Midwest Gas Spark Spread Book
Gas-Spark KEP AEP-West Gas Spark Spread Book
Gas KHRS Gas book for Non-Dedicated SPP Transactions
Coal SC MGMT Coal Trades Greater than 1 to 2 Prompt Quarters
Emissions Em Comp MTM Service Corp SO2 and NOx Compliance Trades
Emissions CCX MGMT Service Corp CCX Trades
Emissions SOx MGMT Service Corp SO2 Trades
Emissions NOx MGMT Service Corp NOx Trades
Emissions REC Comp Renewable Energy Certificate compliance book *

*plan to include 50 percent of book activity designated as non-RPS, not to exceed activity
designated as RPS
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American Electric Power
Annual Incentive Compensation Plan
Generation — Shared and Regulated Employees

Introduction

The objectives of AEP’s Annual Incentive Compensation Plan (the Plan) are to:

» Attract, retain, engage and motivate employees to further the objectives of the company, its
customers and the communities it serves;

» Enable high performance by communicating and aligning employee efforts with the Plan’s
performance objectives; and

» Foster the creation of sustainable shareholder value through achievement of AEP’s goals.

2016 Overview

For 2016 the Executive Council, each Operating Company, Customer and Distribution Services
(C&DS), Regulated Generation, Competitive Generation, Transmission, Nuclear Generation, and
Energy Supply (non-generation), have an annual incentive compensation plan (ICP) with
separate goals. All staff groups participate in the ICP program based on the funding measures
described below and do not have separate function level incentive goals. As a result, the overall
score for all staff groups will be the average overall score! for all of the Business Units and
Operating Companies, except to the extent that the overall score for one or more Business Units
or Operating Companies is capped at the 200% of target maximum score. The staff groups that
share the funding measure score are Audit, Executive Administration, Regulatory Services,
Safety and Health, Aviation and Security, Infrastructure and Business Continuity, Environmental
Services and all employees reporting to the Chief Administrative Officer, the Chief Financial
Officer and the General Counsel.

The Plan provides annual incentive compensation to motivate and reward employees based on
AEP’s performance, business unit performance (if applicable) and, for employees whose payout
is discretionary, their individual performance. Annual incentive funding for all plans is tied to
AEP’s Operating Earnings per Share (75% weight), safety (10% weight) and strategic initiatives
(15% weight).

Linking annual incentive compensation to AEP’s earnings aligns it with the value created for
AEP’s shareholders and ensures that AEP meets its shareholder commitments before setting aside
dollars for employee rewards. Relative individual performance is reflected in managers’
discretionary allocations from their award pool for all employees in positions in the new 20 grade
salary plan (SP20) and all employees in positions in the exempt, administrative, technical,
customer solutions center and non-exempt supervisory salary plans. Group or team performance
may also be reflected through discretionary adjustments in the allocation of funding from the
annual incentive pool at higher organizational levels.

' Weighted by the aggregate target award for all employees in each group
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Each ICP has separate strategic and operational performance measures that provide a balanced
scorecard of financial, customer experience, employee experience (includes safety) and other
(includes environmental and compliance) objectives. The Plan is intended to drive the
achievement of these objectives by clearly communicating them, conveying their importance,
aligning employee efforts toward their achievement and further motivating employees to achieve
them. This balanced scorecard encourages the achievement of all types of objectives, rather than
the achievement of some objectives, such as earnings, at the expense of others, such as customer
service, reliability safety or compliance.

Performance measures are selected, whenever practical, to provide a “line of sight” that enables
employees to see how the work they perform affects annual incentive awards. Objective and
quantifiable performance measures are used whenever they are available but the Plan also
includes subjective assessments of performance in less quantifiable areas and for individual
performance assessments.

Safety remains the first priority irrespective of the ICP goals and other objectives the Company
establishes. To help ensure that all employees have a personal stake in maintaining safe work
practices, particularly those that could prevent severe accidents, a company-wide Fatality
Measure is included in the Plan with a 2.5% weight. The score for this measure will be 0% for
2016 due to the fatal employee incident that occurred in early 2016. The Fatality Measure serves
as a constant reminder to work safely at all times and recognizes all employees for working a full
year without a fatal work related employee incident. A target score (100%) requires the calendar
year to be completed without a fatal work related employee incident, while a 200% score
requires two or more calendar years to be completed without such an incident.

Operating Performance Measures and Weights

The specific performance measures vary by business unit. The score for each operating unit
performance objective may range from 0% to 200% of target for that component.

Refer to Appendix A

2016 Funding Measures

The 2016 funding measures were established by the HR Committee of the Board early in the
year. The maximum funding available for 2016 is 200% of target funding®. As in past years, the
CEO and HR Committee of the Board have discretion to adjust annual incentive funding. All
incentive plan funding is contingent on AEP achieving operating earnings of at least $3.65 per
share for 2016.

Operating Earnings per Share — 75 %

AEP is committed to generating sustainable value for its shareholders through its earnings and

2 Given the fatal employee incident, the maximum potential funding score for 2016 is 195% of target.
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growth. Therefore 75% of annual incentive funding is tied to AEP’s Operating Earnings per
Share. This ensures that funding is commensurate with the Company’s operating earnings and
the extent to which the company can afford to pay annual incentive compensation while also
serving the interests of its shareholders, customers and other stakeholders. It also:

e Further aligns the financial interests of all AEP employees with those of AEP’s
shareholders;

¢ Ensures that adequate earnings are generated for AEP’s shareholders and continued
investment in AEP’s business before employees are rewarded with annual incentive
compensation; and

e Aligns employee interests with those of regulated and other customers by strongly
encouraging expense discipline.

2016 Operating Earnings Per Share
Performance to Rewards Measure

- | The HR Committee of the
200% t—Board may adjust or amend the
[ |EPS performance to rewards
175% +—measure and the resulting
score at its discretion.

$3.95

[}]
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8125%
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v/
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~
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X

0%
$3.50 $355 $3.60 $3.65 $3.70 $3.75 $3.80 $3.85 $3.90 $3.95 $4.00
Earnings Per Share

Safety— 10% Weight

AEDP is undertaking a long-term, 5-year effort to transform our safety culture from “Good to
Great”. To accomplish this we will be transforming our approach to safety and building the
systems and culture needed to support and sustain world-class safety performance. This includes
building a proactive safety culture based on proactive measures and continuous improvement.

For 2016 the employee and contractor recordable case rate ICP measures, as well as the incident
severity rate measure, will be replaced with DART rate improvement to focus our attention on
incidents with potentially serious consequences. DART stand for Days Away, Restricted or job
Transfer and is an industry accepted measure that allows companies to focus on more serious
events.
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DART Rate Improvement for Employees and Contractors (7.5 % weight)
e DART Rate = (Total Number of DART incidents x 200,000) + Total Hours Worked
o Threshold (0% payout) — 0% improvement vs. three-year average
o Target (100% payout) — 10% Improvement vs. three-year average
o Maximum (200% payout) — 20% Improvement vs. three-year average

Fatality Measure (2.5% weight)
* (0% payout — Any fatal work related employee incident
* 100% payout — No fatal work related employee incident
® 200% payout — No fatal work related employee incident for at least two (2) years

At the business unit and Operating Company level we will also be establishing more proactive
measures,

2016 Strategic Initiatives (15% weight)

There are three areas of focus for AEP’s 2016 strategic initiatives, which reflect the major areas
on which AEP needs to make progress in order to enable our future success:

¢ Business Transformation

e Customer Experience

¢ Culture and Employee Engagement

Each of these focus areas includes several performance measures (shown in the table below) that
reflect some of the many transformative initiatives the company is undertaking.

2016 Strategic Initiatives Weight
Business Transformation 6%
Competitive Business Assessment of Non-PPA Plants 2%

AEP OnSite Partners and AEP Renewables Start-ups 2%
Transmission Business Expansion 2%
Customer Experience 5%
Quality of Service: SAIDI 2%
Quality of Service: J.D. Power Residential Overall Customer Satisfaction | 2%

Index
Network Remediation 1%
Culture & Employee Engagement 4%
Power Up & Lead 1%
Gallup Pulse Survey 1%
Diversity 1%
Lean Management Sustainability 1%
Total Strategic Initiative Weight 15%

Business Transformation (6 % total weight)
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Competitive Business Assessment for Non-PPA Plants (2% weight)
¢ (Conclude strategic review process for non-PPA generation units by the end of 2016 to
achieve the strategic goal of reducing exposure to unregulated generation (2% weight)
o Threshold (0% payout) — if the strategic review is not completed and no
recommendation is made to the Board to retain or sell the assets
o Target (100% payout) — if bids are solicited and firm, and either:
=  Valuation results in a recommendation to retain these assets; OR
= The strategic process results in a signed contract for the sale of these
assets
o Maximum (200% payout) — The strategic process results in a signed contract for
the sale of these assets and a plan for the use of proceeds is completed and
approved by the Board

AEP OnSite Partners and AEP Renewables Start-ups (2% weight)
¢ Enable start-up of AEP OnSite Partners and AEP Renewables by successfully building
and starting-up initial projects (substation, solar, etc.), closing the talent gap through
recruiting and training and preparing entities for Clean Power Plan (CPP) opportunities
o Threshold (0% payout) — no progress made or failure to execute projects currently
under way
o Target (100% payout) — modest backlog of $20M in the letter of intent (LOI)
phase projects
o Maximum (200% payout) — significant backlog of projects developed with a
minimum of $50M in LOI phase

Transmission Business Expansion (2% weight)
¢ Achieve AEP Transmission Holdco business expansion by capturing long-term capex
investment opportunities® through a portfolio of activities, including:
= Approval and identification of projects through Tennessee Transco and
Telecom fiber build out through Transcos
= RTO awarded projects to Transource
= Direct investment in, or licensing fees received by BOLD Transmission,
LLC
o Threshold (0% payout) — $100M
o Target (100% payout) — $200M
o Maximum (200% payout) — $300M

Customer Experience (5% total weight)

Quality of Service - SAIDI (System Average Interruption Duration Index) — (2% Weight)
¢ SAIDI represents the total number of minutes the average customer has experienced
interruption over a 12 month time period excluding major events. Major event exclusions
and targets vary by Operating Company or jurisdiction due to PUC preference and
regional differences.
o OpCo Thresholds (0% payout) — 80% of target or 75% of target for KY Power

3 Capex captured in 2016 for investment in 2016 and future years
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due to historic volatility

OpCo Targets (100% payout) — Regulatory targets where applicable or a 10 year
glide path to the regional peer group average or, if the average has already been
achieved, maintain this average

OpCo Maximums (200% payout) — 120% of target or 125% of target for KY
Power due to historic volatility

Overall AEP performance will be determined based on a customer weighted
average of Operating Company performance scores

Quality of Service - J.D. Power and Associates (JDPA) Residential Overall Customer

Satisfaction Index (CSI) — (2% Weight)

The overall CSI represents the aggregate score of numerous questions included in
JDPA’s annual residential customer satisfaction study. Operating Company* ICP
measures and targets are based on the four waves of the study conducted during the
calendar year, not JDPA’s survey publication timeline.

o
O

OpCo Thresholds (0% payout) — Current performance

OpCo Targets (100% payout) — Improve performance on pace with peer group
improvement trend (1.5% - 2.4% depending on the OpCo)

OpCo Maximums (200% payout) — the higher of 3% improvement or a 3-year
trajectory to achieve the regional peer average

Overall AEP performance will be determined based on a customer weighted
average of Operating Company performance scores

Network Remediation (1% weight)

Achieve the 2016 baseline replacement schedule, which is 32% of total 5 year plan.

O
o
O

0% — (75% of target) 286,931 circuit feet replaced (primary and secondary)
100% — (100% of target) 382,575 circuit feet replaced (primary and secondary)
200% — (125% of target) 478,218 circuit feet replaced (primary and secondary)

Culture & Employee Engagement (4% total weight)

Gallup Pulse Survey (1% weight)

Achieve year over year improvement in our culture and engagement as demonstrated by
Gallup Survey Results (Overall Company* Grand Mean). The 2016 survey will be
conducted as a pulse survey, meaning that a sample of the population will be invited to
participate in the survey, not all employees. AEP’s 2015 Grand Mean score of 3.96 was
at the 39th percentile.’

O

Thresholds (0% payout) - 0.07 improvement, which would bring AEP’s scores to
approximately the survey median
= A score increase of 0.07 is the average improvement seen from the second
to third year of participation in the Gallup survey

o Target (100% payout) - 0.10 improvement

4 Excludes AEP Texas because Texas is a full choice retail state and AEP does not bill customers directly, which
reduces customer interaction.

5 This reflects AEP in total but businesses under strategic review (AEP Energy Partners, AEP Energy, Gavin Plant,
Lawrenceburg Plant, Waterford Plant and Darby Plant) will be excluded from both target and actual results.
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o Maximum (200% payout) - 0.20 improvement

Diversity (1% weight)

e AEP’s diversity goal is to increase the representation of women and minorities to
ultimately achieve parity between internal representation and external availability for all
AEP positions. To achieve this goal AEP will need to improve hiring rates for women
and minorities for all open positions and take steps to reduce attrition from these groups.

¢ The diversity measure is based on an employee weighted average of female and minority
representation rates for all Equal Employment Opportunity (EEO) categories, except
Officials and Managers, which are double weighted, with threshold, target and maximum
levels that are no lower than current representation rates

o Threshold (0% payout): AEP’s current representation rates + placement at 80% of
the hiring availability® rates for the positions AEP expects to recruit - attrition at
AEP’s current representation rates

o Target (100% payout): AEP’s current representation rates + placement at 100% of
the hiring availability rates for the positions AEP expects to recruit - attrition at
AEP’s current representation rates

o Maximum (200% payout): AEP’s current representation rates + placement at
120% of the hiring availability rates for the positions AEP expects to recruit -
attrition at AEP’s current representation rates

Power Up and Lead (1% weight)
e Support our overall culture improvement efforts through Power up & Lead. This
objective will be measured by the number of employees that participate in Power up &
Lead workshops in 2016.
o Threshold (0% payout) - 3,900 participants
o Target (100% payout) - 5,200 participants
o Maximum (200% payout) - 6,500 participants

Phase 1 Lean Management System (LLMS) Deployment (1% weight)
¢ (Continue the emphasis on Lean in both pilot and non-pilot areas.
¢ Pilot areas include:
o Development of a Change Management and Communication strategy
o Development of a plan to align people systems and technology with lean strategy
to enable continuous improvement
o Utilization of lean tools, visual management, standard work, lean leader standard
work (defining what a leader does on a daily, weekly, monthly basis to enable
problem solving at all levels of the organization), and creating accountability
® Non-pilot areas include implementation of basic lean leader standard work and solidify
understanding of lean concepts, tools, and metrics

¢ Hiring availability is the weighted internal and external availability for the historical mix of internal and external
candidates selected for each opportunity. External availability is based on census data for the local, regional or
national area from which AEP expects to select for each position. Internal availability is based on AEP’s
representation rates for the internal positions from which AEP historically recruits for each opportunity.
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e Threshold (0% payout) - 1 pilot area’ and 30 non-pilot areas complete

e Target (100% payout) - 3 pilot areas and 40 non-pilot areas complete

e  Maximum (200% payout) - 3 pilot areas and 50 non-pilot areas complete plus pilots
initiated in 3 other areas

Modifier

The Modifier is a normalizing function that allocates the available funding to each business unit
and operating company based on the group’s relative performance score. After the modifier is
applied, the weighted average overall final score for all groups, before the overall 200%
maximum is applied, is equal to the funding score. This insures that the sum of all awards equals
the funding available based on the funding scores.

The modifier is calculated as the Weighted Average Funding Score, divided by the Average
Operating Performance Score (AOPS)? for all incentive plans as shown below:

Weighted Avg. Funding Score
AOPS

= Modifier

CEQO Performance Adjustment

The CEO Adjustment may be used to increase or decrease the Overall Score’ for the Plan to the
extent that the CEO or Plan Compensation Committee determines that the Overall Score does not
appropriately reflect the group’s performance for the year. Such adjustments may be used to
capture those aspects of a group’s performance that are difficult to quantify or that were not
adequately included in the performance measures established at the beginning of the year. For
example, the CEO Performance Adjustment might be used to reward a group for successfully
completing an important project that was not anticipated at the time the ICP goals were
established.

Individual Performance Factor

Management determines individual awards for all employees in positions in the new SP20 salary
plan as well as those in exempt, nonexempt supervisor, administrative, technical, and customer
solutions center salary plan positions. These determinations are based on an assessment of each
employee’s relative individual performance, the value of their contribution to AEP, business
unit, department and individual goals and other business factors, potentially including recent and
pending employment changes. The Individual Performance Factor has a lower limit of 0% and
no upper limit. However, the approval of a member of the Executive Council is required for
individual awards in excess of a participant’s maximum award opportunity (see the Target and
Maximum Awards section below). In addition managers cannot exceed their award pool.

In determining Individual Performance Factors, managers are expected to assess employee

7 Areas are generation plants, transmission areas, distribution districts, and other groups
8 AOPS is the average of the Composite Scores for all incentive groups weighted by the aggregate target incentive
award for all participants in each incentive group (see attached scorecard for an example).

% See Sample Scorecard for the definition and an example of the calculation of the Overall Score.
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performance and contribution relative to other employees in the same position and the
performance expectations for that position, to avoid a bias in favor of positions at both higher
and lower reporting and grade levels in the organization.

Eligible Earnings

ICP Eligible Earnings include the following:

1. Regular Earnings — Straight Rate

2. Paid Vacation

3. Paid Holidays

4. Paid Personal Days Off

5. Sick Pay (Non-occupational & Occupational)
6. Paid Jury Duty

7. Paid Death in Family

8. Paid Rest Period

9. Inclement Weather Pay

10. Lump Sum Merit Increase

11. Lump Sum General Increase

12. Grievance Settlement for Wages

13. Overtime — Nonexempt and Exempt
14. Shift Premium

15. Sunday Premium

16. Military Pay

17. Trip Pay (River)

Earnings not classified as one of the above types in AEP’s payroll system are not considered for
award calculation purposes.

Target and Maximum Award Opportunity

A participant’s target award percent is based on the salary grade for his/her position as of the
last day of the last full pay period of the year, as shown in the chart below, except as discussed
below for employees in positions at or above SP20 salary plan grade 12 or EXEM salary plan
grade 30 who change jobs during the year:

New Grade Structure

Salary Plan Grade Target %"
SP20 (includes non- 1 %
.. . 2 5%
exempt administrative, 3 5%
technical and non- 4 6%
exempt supervisor 5 8%
positions moved to the 6 9%
7 10%
new SP20 grade 3 10%
structure) 9 15%
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New Grade Structure
Salary Plan Grade Target %"
10 20%
11 25%
12 30%
13 35%
14 40%
15 45%
16 50%
17 55%
18 60%
19 80%
20 (CEO) 125%
" As a percent of eligible earnings.
Old Grade Structures
Salary Plan Grade Target % *
NESU (nonexempt supervisors) 05N 7%
All nonexempt salary structures
and wage schedules except SP20 | All grades 5%
and NESU
1-6 5%
7-12 7%
13-20 10%
21-24 15%
25-26 17%
27 20%
28 22%
EXEM (Exempt) 29 5%
30-32 27%
33 30%
34-35 35%
36 40%
38 45%
40 50%
" As a percent of eligible earnings.
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A participant’s maximum individual award percent is the greater of two times his or her target
award percent or the Overall Score for the Plan plus 50% of the target score. This feature
enables managers to positively differentiate awards by up to 50% of an employee’s target award
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to reflect strong individual employee performance even if the Overall Score for the Plan is
between 150% and the 200% of target maximum score. A participant’s target and maximum
award opportunity is their target or maximum award percent multiplied by their eligible earnings.
The approval of a member of AEP’s Executive Council in the participant’s chain of command is
required for awards in excess of a participant’s maximum award opportunity.

The award opportunity for employees in SP20 salary plan grade 12 or EXEM salary plan grade
30 and higher positions at any point during the plan year who change jobs during the Plan Year
will be prorated and calculated as the total of the independently calculated award opportunities
for each position held during the Plan Year, including the earnings, target award percent, and
Overall Score for each such position. This calculation will be performed as shown in the
example below:

Position 1: Earnings * Target Award % * Overall Score = $ Pos 1
Position 2: Earnings * Target Award % * Overall Score = $ Pos 2
Position 3: Earnings * Target Award % * Overall Score = $ Pos 3
= Total Award Opportunity

The target awards for employees in positions below salary grade 30 for the entire Plan Year will
be calculated based on the target percent and Overall Score for the position held as of the last day
of the last full pay period of the Plan Year.

Award Calculation

Because the Plan includes several discretionary factors, attainment of performance objectives
does not guarantee the payment of awards. An award pool will be calculated for each group
based on the scores for each performance measure as soon as practical after the conclusion of the
Plan Year. The final score for each performance objective is rounded to three decimal places.

The Modifier is computed as follows:

e AEP’s funding measures are compared to their performance targets to determine their
performance scores, which are rounded to three decimal places (e.g., 105.5% or 1.055).
The Weighted Average Score is then calculated based on the weight assigned to each
funding measure.

e The Average Operating Performance Score (AOPS) is the average of the Composite
Scores for all annual incentive plans (each of which is rounded to three decimal places)
weighted by the sum of the incentive targets for all participants in each plan. AOPS is
then rounded to three decimal places (e.g., 125.7% or 1.257).

e The Modifier is the Weighted Average Score for the Funding Measures divided by
AQPS, the result of which is rounded to three decimal places (e.g., 1.055/1.257 = .839)

Board Policy on Recouping Executive Compensation from LTIP Participants

This policy applies to employees who participate in the Company’s Long Term Incentive
Compensation Plan (LTIP) and relates to incentive compensation paid or payable to such
employees, whether under the LTIP, this Plan, or otherwise.
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The Board of Directors believes that incentive compensation provided by the Company should
be reimbursed to the Company if, in the Board’s determination:
e Such incentive compensation was predicated upon the achievement of financial or other
results that were subsequently materially restated or corrected,
e The employee from whom such reimbursement is sought engaged in misconduct that
caused or partially caused the need for the restatement or correction, and
¢ A lower payment would have been made to the employee based upon the restated or
corrected financial results.

Therefore, if and to the extent that, in the Board’s view, the above conditions have been met and
such reimbursement is warranted by the facts and circumstances of the particular case or if the
applicable legal requirements impose more stringent requirements on AEP to obtain
reimbursement of such compensation, then you will be required to reimburse AEP for the value
of such compensation paid to you. AEP also may retain any deferred compensation previously
credited to you and not paid, provided that AEP will retain such deferred compensation only if,
when and to the extent that it otherwise becomes payable to you.

This right to reimbursement is in addition to, and not in substitution for, any and all other rights
AEP might have to pursue reimbursement or such other remedies against an employee for
misconduct in the course of employment by AEP or otherwise based on applicable legal
considerations, all of which are expressly retained by AEP.

Administration

Plan Compensation Committee

The Plan is administered by the HR Committee of the Board of Directors with respect to
executives in the HR Committee Review Group and a Plan Compensation Committee consisting
of AEP’s CEO, COO, CFO, General Counsel, Chief Administrative Officer and Top Human
Resources officer with respect to all other employees, in either case (‘“‘the Committee™). The
CEO of American Electric Power Company, Inc. may change the composition and number of
members of the Plan Compensation Committee at any time for any reason. The Committee may
delegate day-to-day authority to administer the Plan, as they deem appropriate. In lieu of an
official meeting, the Committee may act by written or electronic consent of a majority of its
members. The Committee’s interpretations of the Plan provisions are conclusive and binding on
all Participants.

The Committee has sole authority to amend or terminate the Plan and may do so at any time, for
any reason, either with or without notice. The Committee may adopt, delete, modify or adjust
performance objectives, metrics and weights at any time, including after the conclusion of a Plan
Year, should the Committee determine that changes in AEP’s structure or other significant
business situations would produce Overall Scores or awards for a Plan Year that are not
reflective of the underlying economics and profitability of the business. The Committee may
also modify the eligibility criteria for the Plan, add or delete individual participants or groups of
participants and adjust any or all award payouts.

Executive Council members with management responsibility for a business unit or staff function
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served by the Plan have the authority to increase or decrease the award pool for any group under
their purview, provided that such adjustments do not increase the total of all award pools under
their purview.

Plan Year
A “Plan Year” begins on January 1% and ends on December 31* of each year for which the Plan
is in effect.

Participation
All full-time and regular part-time AEP employees who are actively employed during the Plan
Year will be “Participants” in the Plan for such Plan Year except:

1. Employees participating in any other annual AEP incentive plan,

2. Employees participating in any other plan or agreement that explicitly excludes their
participation in the Plan or annual incentive compensation plans in general,

3. Employees represented by unions that decline the opportunity to participate in the Plan or
all similar incentive plans,

4. Temporary employees and contract workers, and

5. Employees hired by AEP on or after December 1 of such Plan Year.

Participation in an incentive compensation plan in any Plan Year shall not confer any right to
continued employment or to continued participation in the Plan for any subsequent Plan Year.

Participant Responsibility

Plan Participants are expected to comply with all applicable Company policies and directives as
well as all applicable laws and regulations. Failure to do so may have many serious
consequences, including but not limited to forfeiture of Plan eligibility in the current and future
Plan Years.

Award Eligibility
Participants must be actively employed on the last day of such Plan Year to be eligible to receive
an award for that Plan Year, except as otherwise noted below.

If a Participant transfers during the Plan Year to a position that is ineligible to participate in the
Plan, then such Participant will be ineligible to receive an award for such Plan Year from the
Plan, unless the participant was a salary grade 30 or higher employee during the Plan Year as
specified in the “Target and Maximum Award Opportunity” section above.

If a participant is on Leave of Absence status as of the last day of the Plan Year, the Participant
will be eligible to receive an award for the Plan Year to the extent that they have eligible
earnings for the Plan Year.

Employees who become inactive during the Plan Year due to participation in an AEP long-term
disability plan will be eligible to receive an award for that Plan Year to the extent that they have
eligible earnings for the Plan Year, although long-term disability benefits are not ICP eligible
earnings.
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Participants forfeit their incentive plan eligibility if they are discharged for cause or resign in lieu
of being “discharged for cause” at any time prior to the award payment date, unless the Plan
Compensation Committee approves an award payment to such employee.

Satisfaction of eligibility criteria does not guarantee the payment of any awards.

Termination Due to Death or Retirement

Participants remain eligible for an award, based on their eligible earnings for a Plan Year, if their
employment with AEP is terminated during the Plan Year due to their death or retirement. In the
event of a Participant's death, any award to which they would otherwise be entitled will become
payable to the Participant’s estate. For the purposes of the Plan, “retirement” is defined as
termination of employment for any reason other than for cause or as part of a voluntary or
involuntary severance or layoff, after the Participant attains at least age 55 and five years of AEP
service.

Termination Due to Voluntary and Involuntary Severance and Layoffs

Due to the severe financial constraints that generally give rise to the need for employee
severances and layoffs, Participants with both discretionary and non-discretionary award
opportunities are ineligible for an award if they would have a separation from service with AEP
during the Plan Year as part of a voluntary or involuntary severance program or a layoff as
defined under a collective bargaining agreement or the Supplemental Handbook and they are not
rehired during the Plan Year. Severed employees are ineligible for an award even if, in
connection with their severance, they are (a) placed on a Leave of Absence or (b) offered, but
fail to meet the qualifications to be paid a severance benefit (e.g., if they would fail to timely
sign and return, a Severance and Release of All Claims Agreement). In the event a severed
employee is rehired during the Plan Year, such Participant will be eligible for an award only to
the extent of their earnings for the period after they were rehired.

Resignations after the Plan Year

Participants who are actively employed on the last day of a Plan Year but who subsequently
voluntarily resign their employment remain eligible for an award. However, for discretionary
participants, their actual or pending voluntary resignation is a business factor that management
may consider in determining their award payment, if any.

Award Payment

Award payment will be made within 2-1/2 months after the end of the year or as soon as
practical thereafter if it is impractical, either administratively or economically, to make payments
within this time period.

The Plan is hereby approved by:

i 4/27)1k

EVP or Highex Name Date
EVP Title

Item No. 30
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Page 75 of 392
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Targets:

2.00- .33
1.00 - .37
0.00 - 41

Strategic Plan Goal: Cultural Transformation

Metric Applies to: Shared, Regulated and Unregulated

Measure Description: This measure will track the rate of DART Incidents for employees (does not
include Hearing Loss Cases).

DART - Days, Away, Restricted, or Transfer

DART is calculated by adding up the number of incidents that had one or more lost days, (includes
fatalities), one or more restricted days or that resulted in an employee or contractor transferring to a
different job within the company, and multiplying that number by 200,000, then dividing that number
by the number of employee & contractor labor hours at the company.

Note: In accordance with Corporate guidance the targets for 2016 are set as shown below.
2.0 =20% Decrease

1.0 = 10% Decrease

0.0 = Generation 3 Year average (2013-2015)

Reporting Frequency: Monthly Unit Type: YTD Rate

Formula: DART Rate = DART Incidents x 200,000 / Hours Worked

Hours Worked = Hours worked by all applicable personnel in period

Data Source: Susan Forsythe & SHEMS Data Collector: Anthony Gerstenberger

OSHA DART Rate - Generation Employees & Contractors
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Total Weight 20% - 5% each
1. Quality Assurance on Job Site Observations
2.0-TBP 1.0 -TBP 0.0 - TBP v
2. ID & Address Top 5 High Risk Activities
2.0-TBP 1.0-TBP 0.0 - TBP
3. Good Catch Reporting (formerly Near Miss)
2.0-TBP 1.0-TBP 0.0 - TBP
4. Site Inspection Program
2.0- TBP 1.0- TBP 0.0- TBP
TBP = To Be Provided by the Corporate Safety & Health Organization

Strategic Plan Goal: Cultural Transformation & Sustainable Value

Metric Applies to: Shared, Regulated, and Competitive

Measure Description/s:
Quality Assurance on Job Site Observations
[ J

ID & Address Top 5 High Risk Activities

Good Catch Reporting

Site Inspection Program
[}

Note: All Generation Business Units have a Safety Leading Indicator in their 2016 business plans.
¢ Fossil Hydro (FH Admin, GIOS), APCo, 1&M, GenCo, PSO, SWEPCo, Field Services, Fuel
Operations and Mining, Performance Improvement, Generation Business Services, Commercial
Operations, Engineering Services, Project Controls & Construction, River Operations

Reporting Frequency: Monthly Unit Type: TBP

Formula:

Quality Assurance on Job Site Observations -
ID & Address Top 5 High Risk Activities -
Good Catch Reporting -

Site Inspection Program -

Data Source: Corporate Safety & Health, SHEMS, Key

Training System Data Collector: Anthony Gerstenberger

Proactive Performance Metrics
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EFORd - Capacity Metric

Targets:

2.00: <=5.95% (Target-20%),
1.00: = 7.43% (Target),

0.00: =>8.92% (Target+20%)
See table EFORd-1

Strategic Plan Goal: Financial Performance

Metric Applies to: Shared and Regulated

Measure Description: Metric is intended to recognize the value of managing unit level forced
outages in relationship to AEP/RTO capacity planning.
e EFORd (Equivalent Forced Outage Rate Demand) is a NERC defined performance metric
representing the percentage of time a unit is forced out but in demand by the RTO.
e AEP will utilize NERC methodology for all RTO’s (PJM, SPP, and ERCOT) to calculate
EFORA utilizing Power GADS data.
¢ Planned outage and maintenance outages are not factored in the EFORd metric.
¢ Individual units will be weighted using a NERC methodology (capacity based) to determine
fleet ICP result with the following exceptions:
0 Clinch River 1 & 2 will be included upon their respective Commercial Online Date
(COD) month.
o Big Sandy 1 will be included upon their COD month in 2016.
o Riverside 1 will be excluded until return month from transformer-related outage
(estimated Oct. 2016)
o0 Northeastern 4 and Welsh 2 are not included because they will not be part of capacity
planning due to retirement.
e Variances from the definition or listed exceptions will require Generation EVP approval.

Units Included in Metric

PSO SWEPCO APCO I&M KPCO WPCO
CPS 1-3 ARS 5 AM 1-3 RP 1-2 ML 1-2 ML 1-2
N121 FLC 1 CE 1-6 BS1
N122 KXL 2-5 CR1-2 RP 1-2
N343 LBM 2-4 DR
OKL1-PSO |LNS1 MT 1
RVS 1-4 MAT 1-4
SWS 1-5 PRK 1
TPS2 &4 TURK
WPS 4-6 WLK 1-3
WSH1 &3
STL
Reporting Frequency: Monthly Unit Type: %

Formula: NERC Formula

Confidential
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Forced Outage Rate Demand — FORd

FORd = FOHd x 100%
[FOHd + SH]

where
FOHd = f x FOH

/

f= _ \ +—= T 1 R 1 +F _ r=Average Forced outage duration = (FOH) / (# of FO occurrences)
I D) D=Average demand time = (SH) / (# of unit actual starts)
T=Average reserve shutdown time = (RSH) / (# of unit attempted starts)

Data Source: Tony Bender Data Collector: Anthony Gerstenberger

Confidential
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East Units TARGET

Big Sandy 1
Ceredo 1
Ceredo 2
Ceredo 3
Ceredo 4
Ceredo 5
Ceredo 6
Clinch River
Clinch River
Dresden 1
Mountaineer
Rockport 1
Rockport 2
Mitchell 1
Mitchell 2
East EFORd

8.00%
8.20%
7.40%
7.00%
8.00%
8.00%
8.00%
8.00%
8.00%
8.00%
7.00%
7.00%
3.45%
4.50%
5.04%
5.03%
8.50%
8.50%
5.94%

Table - EFORd-1

West Units
Arsenal Hill 5
Comanche 1
Flint Creek 1
Knox Lee 2
Knox Lee 3
Knox Lee 4
Knox Lee 5
Lieberman 2
Lieberman 3
Lieberman 4
Lone Star 1
Mattison 1
Mattison 2
Mattison 3
Mattison 4
Mortheastern 1
Mortheastern 2
MNortheastern 3
Oklaunion 1
Pirkey 1

TARGET

12.00%
10.00%
7.00%
9.00%
9.00%
9.00%
9.00%
10.00%
5.00%
5.00%
10.00%
15.00%
15.00%
15.00%
15.00%
5.00%
25.00%
2.50%
2.50%
5.00%

West Units
Riverside 1
Riverside 2
Riverside 3
Riverside 4
Southwestern 1
Southwestern 2
Southwestern 3
Southwestern 4
Southwestern 5
Stall

Tulsa 2

Tulsa 4

Turk 1
Weleetka 4
Weleetka 5
Weleetka 6
Welsh 1

Welsh 3

Wilkes 1
Wilkes 2
Wilkes 3

West EFORd

Fleet EFORd 7.43%

TARGET
25.00%
25.00%

5.00%
5.00%
10.00%
3.00%
5.00%
10.00%
10.00%
1.67%
5.00%
3.00%
5.50%
25.00%
25.00%
25.00%
7.00%
7.00%
4.00%
10.00%
9.00%
8.68%

KPSC Case No. 2017-00179
d August 14th, 2017
Item No. 30
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Targets:

2.00: <=4.72% (Target-20%0),
1.00: =5.90% (Target),

0.00: =>7.08% (Target+20%0)
(See table EFORv-1)

Strategic Plan Goal: Financial Performance

Metric Applies to: Shared and Regulated

Measure Description:

e EFOR\y is an AEP defined metric designed to represent a measure of the value lost due to

forced outages.

EFOR (Equivalent Forced Outage Rate) is a NERC defined performance metric representing
the percentage of time a unit is in a Forced Outage state.

0 Neither EFOR nor EFORy are impacted by planned and maintenance outages.
Individual units will be weighted based on generation YTD 2016 plus preceding two calendar

years to determine fleet ICP result with the following exceptions:

0 Clinch River 1 & 2 will be included upon their respective Commercial Online Date
(COD).

o Big Sandy 1 will be included upon their COD in 2016.

o0 Northeastern 4 and Welsh 2 will remain in metric through 2016. Generation up to the

date of retirement will be included.

o Riverside 1 will be excluded until return date from transformer-related outage
(estimated Oct. 2016)
Variances from the definition or listed exceptions will require Generation EVP approval.

Units Included in Metric

PSO SWEPCO APCO 1&M KPCO WPCO
CPS 1-3 ARS 5 AM 1-3 RP 1-2 ML 1-2 ML 1-2
N121 FLC1 CE 1-6 BS1
N122 KXL 2-5 CR1-2 RP 1-2
N343 LBM 2-4 DR
N344 LNS1 MT 1
OKL1-PSO | MAT 14
RVS 1-4 PRK 1
SWS 1-5 TURK
TPS2 &4 WLK 1-3
WPS 4-6 WSH 1-3
STL

Reporting Frequency: Monthly

Unit Type: %

Formula: EFORy = 1-Actual Available Revenue Rate/Base Available Revenue Rate

Confidential
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Base
Available Revenue Rate

Total Hours in Period

Less

Planned Qutages
Less
Maintenance Outages

Multiplied times

_.______..._1_.__”_::_,:_._2

Actual
Available Revenue Rate

Total Hours in Period
Less
Planned Qutages
Less
Maintenance Outages

Less

Forced Qutages

Multiplied times

_.______..._1_.__”_::_,:_._2

Data Source: Tony Bender

Data Collector: Anthony Gerstenberger

Table EFORv-1

East Units TARGE
8.00%
8.20%
7.40%
8.00%
8.00%
8.00%
8.00%
8.00%
8.00%
3.45%
8.50%
8.50%
4.50%
5.04%
5.03%

Arsenal Hill 5
Comanche 1
Flint Creek 1
Knox Lee 2

Amos 1
Amos 2
Amos 3
Ceredo 1
Ceredo 2
Ceredo 3
Ceredo 4
Ceredo 5
Ceredo 6
Dresden 1
Mitchell 1
Mitchell 2
Mountaineer 1
Rockport 1
Rockport 2

Knox Lee 3
Knox Lee 4
Knox Lee 5
Lieberman 2
Lieberman 3
Lieberman 4
Lone Star 1
Mattison 1
Mattison 2
Mattison 3
Mattison 4

West Units TARGE

West Units TARGET
25.00%
25.00%
5.00%
5.00%
10.00%
3.00%
5.00%
10.00%
10.00%
1.67%
5.00%
3.00%
5.50%
25.00%
25.00%

12.00%
10.00%
7.00%
9.00%
9.00%
9.00%
9.00%
10.00%
5.00% Southwestern
5.00% Stall

10.00% Tulsa 2
15.00% Tulsa 4
15.00% Turk 1
15.00% Weleetka 4
15.00% Weleetka &

Riverside 1
Riverside 2
Riverside 3
Riverside 4
Southwestern
Southwestern

Southwestern

Southwestern

East EFORv

6.08%

MNortheastern 1
Mortheastern 2
MNortheastern 3
Mortheastern 4
Oklaunion 1
Pirkey 1

5.00%
25.00%
2.50%
5.00%
2.50%
5.00%

Confidential

Weleetka &
Welsh 1
Welsh 2
Welsh 3
Wilkes 1
Wilkes 2
Wilkes 3
West EFORv

25.00%
7.00%
7.00%
7.00%
4.00%
10.00%
9.00%
5.73%
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Targets:

2.00 - 100%
1.00 - 99.75%
0.00 -99.50%

Strategic Plan Goal: Financial Performance

Metric Applies to: Shared and Regulated

Measure Description: The Cost Recovery metric will measure the total actual fuel related costs (as
defined below) approved for recovery in all Public Service Commission (PSC) ruling(s) received
during the year for the AEP Operating Companies as compared to the total amount of such costs
originally sought for recovery in the applicable case(s).

Cost components measured in Fuel Cost Recovery metric include those subject to a Fuel Adjustment
Clause (FAC). These costs include direct coal, natural gas, and fuel oil supply and lignite mining
costs incurred to support the AEP Operating Companies’ fossil fuel generation requirements. Long-
Term purchased power (LTPP), transportation and related services costs, such as direct freight
charges, affiliate barge transportation costs, the cost of reagents, coal terminal/transloading costs,
railcar maintenance costs, and fuel handling are also subject to the Fuel Cost Recovery metric; to the
extent these items are included in the FAC in the various jurisdictions.

Any disallowances for items, which have not been deemed imprudent by the respective PSC, will not
be included as a disallowance for purposes of this metric. Any disallowance incurred and deemed
imprudent by PSC Order will be recognized in the year that the order was received, unless challenged
by the Company or Intervener through the PSC and/or the courts. When challenged, the disallowance
will be recorded: in the year when the matter reaches the point where all regulatory and legal
challenges have been exhausted. Any disallowance incurred for a specific multi-year
transaction/activity will only be recognized in the applicable single year. Any future disallowance for
this same activity will not be recognized by this metric.

Variances from the definition or listed exceptions should be routed through the SVP, Commercial
Operations to the Manager of Planning & Performance for final review and approval by the
Generation EVP.

Reporting Frequency: Monthly Unit Type: % of $ YTD

Formula: Approved Fuel and LTPP §$ (as defined above) YTD/Actual Fuel and LTPP $ (as defined
above) Requested for Recovery = % Cost Recovered. In the event there are multiple Cost Recovery
Orders from the various state and federal agencies having jurisdiction over the AEP Operating
Companies, the metric will aggregate the jurisdictional costs for all cases in which a Final Order is
received during the current year.

Data Source: Jim Sorrels/Tony Bender _ Data Collector: Anthony Gerstenberger

Cost Recovery
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®
Procurement Savings

Target:

2.0 -0&M 7.5 M/ Capital 11.3M
1.0 - O&M 6.5M / Capital 10.3M
0.0 - O&M 2.0M / Capital 5.0M

Strategic Plan Goal: Cultural Transformation, Financial Performance, & Sustainable Value

Metric Applies to: Shared and Regulated

Measure Description
This metric will be evaluated on the effectiveness of implementing and utilizing the following key procurement
initiatives; as well as the final cost savings associated with these initiatives.

* Conveyor Blankets — Leveraging buying power.

* Electric Motor Blankets — Development of blankets for motors greater than 25HP with at least two technically
approved manufacturers.

* Bulk Chemical & Gas Blankets — Leveraging buying power.

* ARA Blankets — Increase competitiveness.

* Scaffolding & Insulation Blankets — Update to achieve better planning, coordination, and assignment with
mechanical contractors to improve productivity.

* Pulverizer Gear Box Rebuilds — Exchange program with B&W.

* Babcock Power Master Agreement — Establish master agreement with defined pricing.

* SCR Catalyst Regeneration — Install more modules than total replacement with new.

* Other cost savings initiatives developed throughout the year.

Targets are based on historical data and adjusted base on 2016 spend levels. Therefore, any significant
increases or decreases in 2016 budgeted spend could impact targets. In these instances targets will be adjusted
accordingly in proportion to 2016 budgeted spend.

Reporting Frequency: Monthly Unit Type: $

Formula: Sum $ Savings

Data Source: Brad Yoho / Randy Gaudio Data Collector: Anthony Gerstenberger

Procurement Savings
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SCPP Process Adherence
Target:
2.0 - 100%
1.0 - 70%
0.0 - 50%

Strategic Plan Goal: Cultural Transformation, Financial Performance, & Sustainable Value

Metric Applies to: Shared and Regulated

Measure Description: % Conforming Improvement Requisitions (IR’s) The Annual SCPB Meetings
will provide Number of Conforming (C" and Non-conforming (NC) counts. NC and Emergent
conforming (EC) will then be impacted by emergent project meetings held the remainder of the year.
The NC and EC classification will be assigned on a per project basis by the SCPB Board at the
Emergent meeting.

Process Adherence - % Conforming IR projects: % = (C'+EC) / (NC+C'+EC)*(100) %

e #NC - Number of Non-Conforming (NC) IR projects
e #EC - Number of Emergent Conforming (EC) IR projects the SCPB Board classifies as
conforming.
o Projects that are conforming to the SCPB process but are emergent due to equipment
failures, environmental rule changes, or other causes outside of Generation’s control)
e #C! - Number of Conforming (C) IR projects 1* time (Annual SCPB Meetings)

Reference — QMSU-OI-710.01.01 Strategic Capital Prioritization Process

If Generation’s capital spend is significantly increased or decreased due to corporate initiatives and
the number of projects are adversely impacted, those projects will be excluded from the calculation.

Reporting Frequency: Monthly Unit Type: %

Formula: % Conforming IR projects: % = (C'+EC)/ (NC+C'+EC)*(100) %

Data Source: (GBS) Generation Business Services Data Collector: Anthony Gerstenberger

SCPP Process Adherence
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Environmental & NERC Compliance Index

Targets:

2.00 = 0 Events
1.00 = 5 Events
0.00 = 10 Events

Strategic Plan Goal: Sustainable Value

Metric Applies to: Shared, Regulated and Unregulated

Measure Description:
The Opacity Exceedance measure is the number of stacks with greater than 2% calendar time with
excess opacity, including startup, shutdown and out of service time.

The Oil and Chemical Spills measure is the number of reportable and controllable spills or spills that
were reportable and non-preventable, but were not contained, reported or cleaned up in a reasonable or
required time frame.

The Wastewater Exceptions (NDPES) measure is the number of controllable operating water permits
exceptions as determined by Environmental Services.

The Notices of Violation is the number of environmental and/or NERC violations received by Generation
and Regulated Commercial Operations. Environmental and NERC NOVs will be counted that are the
result of an action or programmatic deficiency that occurred beginning up to 12 months prior to the start of
the plan year. A single type of action or programmatic deficiency that results in a NERC NOV will only
be counted as a single occurrence against this metric, even though the action or programmatic deficiency
may have been reported in multiple RTOs or NERC Regions.

NOVs that will be excluded: minor environmental impact resulting in fines of less than $1,000; NOV
enforcement actions that result from activities outside of the Generation organization; NOVs associated
with non-AEP Operated facility; NOVs associated with the mining process (non-environmental); and
NERC violations that have been risk ranked as Low-Minor impact on the Bulk Electric System by the
AEP NERC Risk Assessment Committee and/or have been self-reported.

Reporting Frequency: Monthly Unit type: Count

Opacity Formula:

N
M TotalExcee danceTime (Min
i=1

or _ Hours )

or _ Hours )

N
M TotalCalen darTime (Min
i=1

Where, Total Exceedance Time = Hours or Minutes with Opacity Greater than the Allowed Limit.
Total Calendar Time = Hours or Minutes within each reporting period.

This metric will include the total count of Opacity, Spills, NPDES and NOV events as described above.

Data Sources: John McManus, Nick Bostick, Jim

Rappach Data Collector: Anthony Gerstenberger

Environmental Index
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®
Project Schedule Adherence

Target

2.00 — 0 missed milestones
1.00 — 2 missed milestones
0.00 — 4 missed milestones

Strategic Plan Goal: Sustainable Value

Metric Applies to: Shared and Regulated

Measure Description: The Project Schedule Adherence metric will measure the number of milestones
completed versus a defined milestone schedule. The hard-copy signed list of projects to be included
in this measure is kept with the 2016 ICP documentation in the Generation Business Planning and
Performance group.

The milestone list includes selected projects for Regulated and GenCo. Facilities (Engineering,
Environmental, and Major Plant projects managed by Projects, Controls, & Construction and
Engineering Services).

This measure will track the number of milestones that are completed on time. Key project milestones
will be defined by the Vice Presidents of Engineering Services and Projects, Controls, & Construction
for all projects included in this measure.

There are a total of 54 milestones.

* Variance and waiver requests, for events outside of the organizations’ control, may be submitted to
the EVP - Generation for review and approval.

Reporting Frequency: Monthly Unit Type: Count

Formula: # of Key Project Milestones missed according to schedule

Data Source: Charles Blankenbiller Data Collector: Anthony Gerstenberger

Project Schedule Adherence
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®
Grouped Strategic Goals

Targets: Subjective
See individual Grouped Strategic Goal ICP metric definitions

Strategic Plan Goal: Cultural Transformation, Financial Performance & Sustainable Value

Metric Applies to: Shared, Regulated and Unregulated

Goals:
1. Power Up and Lead
2. Diversity
3. Compliance Improvements
4. Lean
5. Utility of the Future & Customer Experience
6. Culture Survey Actions & Plans

Measure Descriptions: See individual Grouped Strategic Goal ICP metric definitions.

Note: Subjective Goals will be subjectively assessed by Generation Leadership. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Data Source & Collector:
See individual Grouped Strategic Goal ICP metric definitions

Grouped Strategic Goals
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Target: Subjective

Strategic Plan Goal: Cultural Transformation

Metric Applies to: Shared, Regulated, and Unregulated

Measure Description:

This measure tracks the incremental number of employees to complete Power Up & Lead training
sessions in Generation. Power Up & Lead supports our overall culture improvement efforts as
measured by the number of employees that participate in Power up & Lead unfreezing workshops in
2016.

Note: 25 Sessions with 30 people per session supports Corporate Goal.

Note: Generation Leadership will subjectively assess each Grouped Strategic Goal. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Reporting Frequency: Quarterly Reports Unit Type: Count

Formula: Session Attendance Count

Data Source: Kathy Fiala Data Collector: Anthony Gerstenberger

Power Up & Lead
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Target: Subjective

Strategic Plan Goal: Cultural Transformation

Metric Applies to: Shared, Regulated, and Unregulated

Measure Description: Strengthen the representation of women and minorities to ultimately achieve
parity between internal representation and external availability for all AEP positions. This goal is
consistent with and supports the Corporate Diversity Strategic Initiative. Refer to Corporate Plan
definition for more detail.

Note: Generation Leadership will subjectively assess each Grouped Strategic Goal. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Reporting Frequency: Quarterly Unit Type: Reports

Formula: Reports

Data Source: Human Resources & Generation

. Data Collector: Human Resources
Leadership

Diversity
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Target: Subjective

Strategic Plan Goal: Cultural Transformation, Financial Performance, & Sustainable Value

Metric Applies to: Shared, Regulated, and Unregulated

Measure Description

Generation Environmental Performance Enhancement
¢ Completion and application of CCR compliance documentation system
® Proactive expansion of environmental event reviews

Note: Generation Leadership will subjectively assess each Grouped Strategic Goal. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Reporting Frequency: Quarterly Reports Unit Type: Report

Formula: Reports

Data Source: John McManus Data Collector: Anthony Gerstenberger

Generation Compliance Improvement
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®
Lean
Grouped Strategic Goal

Target: Subjective

Strategic Plan Goal: Cultural Transformation, Financial Performance, & Sustainable Value

Metric Applies to: Shared, Regulated, and Unregulated

Measure Description

Everyone seeks opportunities to identify and eliminate waste. Build knowledge and skill in our
employees to utilize continuous improvement strategies and tools to seek out innovative and creative
solutions to spend more wisely and reduce costs. Collaboration across all business units will lead to
new ideas to improve work products and support a learning, teaching, coaching culture.

Most common wastes include;
Transportation, Inventory, Motion, Wait Time, Over Production, Over Processing, Defects, and
Under Utilization of Employee Intellect/Experience/Knowledge.

This metric will subjectively evaluate the effectiveness of lean initiatives throughout Generation;
including, but not limited to eliminating waste, improving processes, reducing costs, employee
engagement, culture improvement, etc.

Note: Generation Leadership will subjectively assess each Grouped Strategic Goal. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Reporting Frequency: Quarterly Reports Unit Type: Report

Formula: Reports

Data Source: McCullough & Lee Direct Reports Data Collector: Anthony Gerstenberger

Lean
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Target: Subjective

Strategic Plan Goal: Cultural Transformation and Sustainable Value

Metric Applies to: Shared, Regulated, and Unregulated

Measure Description:
Each organization will report out quarterly on areas they are involved in related to the topics listed
below.

¢ Improving Customer Experience (Ambassadors, Shareholder value,

e Developing / Deploying / Investigating New High Value Technologies (Applications,
Renewables, etc...)

e AEP value stream impacts

The purpose is to encourage engagement, ownership, and communication between the organizations,
foster idea generation, and improved customer experience.

Note: Generation Leadership will subjectively assess each Grouped Strategic Goal. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Reporting Frequency: Quarterly Reports Unit Type: Reports

Formula: Reports

Data Source: McCullough & Lee Direct Reports Data Collector: Anthony Gerstenberger

Utility of the Future
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®
Culture Survey Actions & Plans
Grouped Strategic Goal

Target: Subjective

Strategic Plan Goal: Cultural Transformation and Sustainable Value

Metric Applies to: Shared, Regulated, and Unregulated

Measure Description

Action plan created by each organization and report out on progress quarterly.

* Organizations
o APCO/KPCO
o Commercial Operations, including River Operations
o Field Services
o Fuel Operations and Mining
o GENCO
o Generation Business Services
o [&M
o Performance Improvement
o Projects Controls and Construction
o PSO
o SWEPCO

Note: Generation Leadership will subjectively assess each Grouped Strategic Goal. For
Grouped Strategic Goals targets are set to assist in benchmarking and guiding execution and will be
part of the consideration for scoring when subjectively assessed by Generation Leadership. The
targets are not the sole consideration for scoring these goals due to the nature of the goals being
introductory to the organization, organization specific, or driven by more qualitative behaviors, which
will also be part of the scoring consideration.

Reporting Frequency: Quarterly Report Unit Type: Reports

Formula: Reports

Data Source: McCullough & Lee Direct Reports Data Collector: Anthony Gerstenberger

Culture Survey
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American Electric Power System
2015 Long-Term Incentive Plan

ARTICLE 1 - ESTABLISHMENT, EFFECTIVENESS, PURPOSE AND
DURATION

Section 1.01. Establishment. American Electric Power Company, Inc., a New
York corporation (hereinafter referred to as the “Company”), establishes an incentive
compensation plan to be known as the American Electric Power System 2015 Long-Term
Incentive Plan (hereinafter referred to as this “Plan”), as set forth in this document.

Section 1.02. Effectiveness. This Plan shall become effective upon shareholder
approval (the “Effective Date”) and shall remain in effect as provided in Section 1.04.
Subject to the approval of the Company’s shareholders of this Plan, no further awards shall be
granted under the Prior Plan as of the Effective Date.

Section 1.03. Purpose of This Plan. The purposes of the Plan are to: (a)
strengthen the alignment of interests between those Employees and Directors of the Company
and its Subsidiaries who share responsibility for the success of the business and those of the
Company’s shareholders, (b) facilitate the use of long-term incentive compensation and the
provisions of market competitive total compensation to Employees, (c) increase Employee
ownership of shares of the Company’s common stock to encourage ownership behaviors, and
(d) encourage Plan Participant retention. This Plan permits the grant of Nonqualified Stock
Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock, Restricted
Stock Units, Performance Shares, Performance Units, Cash-Based Awards and Other Stock-
Based Awards.

Section 1.04. Duration of This Plan. Unless sooner terminated as provided
herein, this Plan shall terminate ten years from the Effective Date. After this Plan is
terminated, no Awards may be granted but Awards previously granted shall remain
outstanding in accordance with their applicable terms and conditions and this Plan’s terms and
conditions. Notwithstanding the foregoing, no Incentive Stock Options may be granted more
than ten years after the earlier of (a) adoption of this Plan by the Board, or (b) the Effective
Date.

ARTICLE 2 - DEFINITIONS

Whenever used in this Plan, the following terms shall have the meanings set forth
below, and when the meaning is intended, the initial letter of the word shall be capitalized.
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“Affiliate” means any corporation or other entity (including, but not limited to, a
partnership or a limited liability company) that is affiliated with the Company through stock
or equity ownership or otherwise, including each Subsidiary and any other corporation or
entity designated as an Affiliate for purposes of this Plan by the Committee.

“Aggregate Share Authorization” has the meaning set forth in Section 4.01.
“Annual Award Limit” has the meaning set forth in Section 4.03.

“Award” means, individually or collectively, a grant under this Plan of Nonqualified
Stock Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock,
Restricted Stock Units, Performance Shares, Performance Units, Cash-Based Awards, or Other
Stock-Based Awards, in each case subject to the terms of this Plan.

“Award Agreement” means either (i) an agreement entered into by the Company and a
Participant setting forth the terms and provisions applicable to an Award granted under this Plan,
or (i) a written or electronic statement issued by the Company to a Participant describing the
terms and provisions of such Award, including any amendment or modification thereof. The
Committee may provide for the use of electronic, Internet, or other non-paper Award
Agreements, and the use of electronic, Internet, or other non-paper means for the acceptance
thereof and actions thereunder by a Participant.

“Board” or “Board of Directors” means the Board of Directors of the Company.

“Cash-Based Award” means an Award, denominated in cash, granted to a Participant as
described in Article 10.

“Code” means the U.S. Internal Revenue Code of 1986, as amended from time to time.
For purposes of this Plan, references to sections of the Code shall be deemed to include
references to any applicable regulations or other published guidance thereunder and any
successor or similar provision.

“Committee” means the Human Resources Committee of the Board or a subcommittee
thereof, or any other committee designated by the Board to administer this Plan. The members of
the Committee shall be appointed from time to time by the Board. The Committee shall consist
of three or more persons, each of whom qualifies as a “non-employee director” within the
meaning of Rule 16b-3 of the Exchange Act and as an “outside director” within the meaning of
Code Section 162 (m).

“Company” has the meaning set forth in Section 1.01, and any successor thereto as
provided in Article 21.

“Covered Employee” means any Participant who, in the sole judgment of the
Committee, could be treated as a “covered employee” under Section 162(m) at the time income
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may be recognized by such Participant in connection with an Award that is intended to qualify
for exemption under Section 162(m).

“Director” means any individual who is a member of the Board of Directors of the
Company and who is not an Employee of the Company.

“Director Award” means any Award granted, whether singly, in combination, or in
tandem, to a Participant who is a Director pursuant to such applicable terms, conditions, and
limitations as the Board may establish in accordance with this Plan.

“Effective Date” has the meaning set forth in Section 1.02.

“Employee” means any individual designated as an employee of the Company, its
Affiliates, and/or its Subsidiaries on any of their payroll records.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to
time. For purposes of this Plan, references to sections of the Exchange Act shall be deemed to
include references to any applicable regulations or other published guidance thereunder and any
successor or similar provision.

“Fair Market Value” or “FMV” means a price that is based on the opening, closing,
actual, high, low, or average selling prices of a Share reported on the New York Stock Exchange
(“NYSE”) or other established stock exchange (or exchanges) on the applicable date, the
preceding trading day, the next succeeding trading day, or an average of trading days, as
determined by the Committee in its discretion. Unless the Committee determines otherwise or
unless otherwise specified in an Award Agreement, Fair Market VValue shall be the closing price
of a Share on the date in question (or, if there is no reported sale on such date, on the last
preceding date on which Shares were publicly traded). In the event that Shares are not publicly
traded at the time a determination of their value is required to be made hereunder, the
determination of their Fair Market Value shall be made by the Committee in such manner as it
deems appropriate.

“Full Value Award” means an Award other than an Award in the form of a Nonqualified
Stock Option, Incentive Stock Option or Stock Appreciation Right, and which is settled by the
issuance of Shares.

“Grant Price” means the price established at the time of grant of an SAR pursuant to
Article 7, used to determine whether there is any payment due upon exercise of the SAR.

“Incentive Stock Option” or “ISO” means an Option to purchase Shares granted under
Article 6 to an Employee that is designated as an Incentive Stock Option and intended to meet
the requirements of Code Section 422.

“Nonqualified Stock Option” or “NQSO” means an Option that is not intended to
meet the requirements of Code Section 422, or that otherwise does not meet such requirements.
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“Option” means an Incentive Stock Option or a Nonqualified Stock Option, as granted
pursuant to Article 6.

“Option Price” means the price at which a Share may be purchased by a Participant
pursuant to an Option.

“Option Term” means the period of time during which an Option is exercisable as the
Committee shall determine at the time of grant; provided, however, no Option shall be
exercisable later than the tenth anniversary of its grant date.

“Other Stock-Based Award” means an equity-based or equity-related Award not
otherwise described by the terms of this Plan, granted pursuant to Article 10.

“Participant” means any eligible individual as set forth in Article 5 to whom an Award
is granted.

“Performance-Based Compensation” means compensation under an Award that is
intended to satisfy the requirements of Code Section 162(m) for certain performance-based
compensation paid to Covered Employees.

“Performance Measures” means measures as described in Article 12 on which the
performance goals are based and which are approved by the Company’s shareholders pursuant to
this Plan in order to satisfy the requirements for Performance-Based Compensation.

“Performance Period” means the period of time during which pre-established
performance goals must be met in order to determine the degree of payout and/or vesting with
respect to an Award.

“Performance Share” means an Award granted pursuant to Article 9 that is denominated
in Shares, the value of which at the time it is payable is determined based on achievement of
corresponding performance criteria.

“Performance Unit” means an Award granted under Article 9 that is denominated in
dollars, the value of which at the time it is payable is determined based on achievement of
corresponding performance criteria.

“Period of Restriction” means the period when Restricted Stock or Restricted Stock
Units are subject to a substantial risk of forfeiture (based on the performance of services, the
achievement of performance goals, or the occurrence of other events as determined by the
Committee, in its discretion), as provided in Article 8.

“Person” shall have the meaning ascribed to such term in Section 3(a)(9) of the
Exchange Act and used in Sections 13(d) and 14(d) thereof, including a “group” as defined in
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Section 13(d) thereof.

“Plan” has the meaning set forth in Section 1.01, as the same may be amended from time
to time.

“Plan Year” means the calendar year.

“Prior Plan” means the Amended and Restated American Electric Power System Long-
Term Incentive Plan, last approved by shareholders on April 27, 2010, as amended.

“Prior Plan Award” means an award granted under the Prior Plan that is outstanding as
of the Effective Date.

“Restricted Stock” means an Award granted pursuant to Article 8, as set forth therein.

“Restricted Stock Unit” means an Award granted pursuant to Article 8, as set forth
therein.

“Share” means a share of common stock of the Company.

“Stock Appreciation Right” or “SAR” means an Award, designated as an SAR, granted
pursuant to Article 7.

“Stock Ownership Participant” means any eligible individual as set forth in Article 5 to
whom an Award is granted that is subject to the Stock Ownership Requirement Plan.

“Stock Ownership Requirement Plan” means the American Electric Power System
Stock Ownership Requirement Plan that imposes minimum stock ownership requirements on
certain executives of the Company or an Affiliate.

“Subsidiary” means any corporation or other entity, whether domestic or foreign, in
which the Company has or obtains, directly or indirectly, a proprietary interest of 50% or more
by reason of stock ownership or otherwise.

ARTICLE 3 - ADMINISTRATION

Section 3.01. General. The Committee shall be responsible for administering this
Plan, subject to this Article 3 and the other provisions of this Plan. The Committee may
employ attorneys, consultants, accountants, agents, and other individuals, any of whom may
be an Employee, and the Committee, the Company, and its officers and Directors shall be
entitled to rely upon the advice, opinions, or valuations of any such individuals. All actions
taken and all interpretations and determinations made by the Committee shall be final and
binding upon the Participants, the Company, and all other interested persons.
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Section 3.02. Authority of the Committee. The Committee shall have full
discretionary power to interpret the terms and the intent of this Plan and any Award Agreement
or other agreement or document ancillary to or in connection with this Plan, to determine
eligibility for Awards and to adopt such rules, regulations, forms, instruments, and guidelines
for administering this Plan as the Committee may deem necessary or proper. Such authority
shall include, but not be limited to, selecting Award recipients, establishing all Award terms and
conditions, including the terms and conditions set forth in Award Agreements, granting Awards
as an alternative to or as the form of payment for grants or rights earned or due under
compensation plans or arrangements of the Company, construing any ambiguous provision of
the Plan or any Award Agreement, and, subject to Article 18, adopting modifications and
amendments to this Plan or any Award Agreement, including without limitation, any that are
necessary to comply with or qualify for the laws of the countries and other jurisdictions in
which the Company, its Affiliates, and/or its Subsidiaries operate.

Section 3.03 Delegation. To the extent permitted under applicable law, the
Committee may delegate to one or more of its members or to one or more employees of the
Company and/or its Subsidiaries, such administrative duties or powers as it may deem
advisable, and the Committee or any individuals to whom it has delegated duties or powers as
aforesaid may employ one or more individuals to render advice with respect to any
responsibility that the Committee or such individuals may have under this Plan. The Committee
may, by resolution, authorize one or more persons who are members of the Committee,
members of the Board of Directors of the Company, or an officer of the Company to do one or
both of the following on the same basis as can the Committee: (a) designate Employees to be
recipients of Awards; and (b) determine the size of any such Awards; provided, however, (i) the
Committee shall not delegate such responsibilities to any such person for Awards granted to an
Employee who is, on the relevant date, a Covered Employee or an officer or Director for
purposes of Section 16 of the Exchange Act; (ii) the resolution providing such authorization sets
forth the total number of Shares underlying Awards such person(s) may grant; and (iii) the
person(s) shall report periodically to the Committee regarding the nature and scope of the
Awards granted pursuant to the authority delegated.

ARTICLE 4 - SHARES SUBJECT TO THIS PLAN AND MAXIMUM AWARDS

Section 4.01. Number of Shares Available for Awards. (a) Subject to
adjustment as provided in Section 4.04 , the maximum number of Shares available for grant to
Participants under this Plan (the “Aggregate Share Authorization) shall be 10 million Shares.
No further Awards may be granted under the Prior Plan as of the Effective Date. The number
of shares issuable under the Prior Plan may, however, increase due to dividend shares and
performance shares issued in connection with awards outstanding under the Prior Plan.

(b) To the extent that a Share is issued pursuant to the grant or exercise of a Full Value
Award, it shall reduce the Aggregate Share Authorization by one Share; and, to the extent that a
Share is issued pursuant to the grant or exercise of an Award other than a Full Value Award, it
shall reduce the Aggregate Share Authorization by 0.286 of a Share.
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(c) The maximum number of Shares that may be issued pursuant to ISOs under this Plan
shall be equal to the Aggregate Share Authorization.

(d) The maximum aggregate value of Awards that may be granted to any Director under
this Plan during any calendar year shall not exceed $700,000, as determined by the Board based
on the value of any Award at the time of grant.

Section 4.02. Share Usage. (a) Shares covered by an Award shall be counted as
used only to the extent they are actually issued. Except as provided in Section 4.02(b), any
Shares related to Awards that terminate by expiration, forfeiture, cancellation, or otherwise
without the issuance of such Shares, are settled in cash in lieu of Shares, or are exchanged with
the Committee’s permission (prior to the issuance of Shares) for Awards not involving Shares,
shall be available again for grant under this Plan.

(b) Any Award Shares tendered, exchanged or withheld to cover Option exercise costs,
any Award Shares withheld to cover taxes, and all Shares underlying an Award of Stock
Appreciation Rights once such Stock Appreciation Rights are exercised, shall be taken into
account as Shares issued under this Plan.

Section 4.03. Annual Award Limits. The following limits (each an “Annual
Award Limit” and, collectively, “Annual Award Limits”) shall apply to grants of Awards
under this Plan:

(a) Options. The maximum aggregate number of Shares subject to Options granted in any
one Plan Year to any one Participant shall be 2,000,000.

(b) SARs. The maximum aggregate number of Shares subject to Stock Appreciation
Rights granted in any one Plan Year to any one Participant shall be 2,000,000.

(c) Restricted Stock or Restricted Stock Units. The maximum aggregate grant with
respect to Awards of Restricted Stock or Restricted Stock Units in any one Plan Year to any one
Participant shall be 400,000 Shares.

(d) Performance Units or Performance Shares. The maximum aggregate number of
Performance Units or Performance Shares that a Participant may be awarded in any one Plan
Year shall be 400,000 Shares. As provided in Section 9.03, up to 2 Shares (or the cash value of 2
Shares) may be issued with respect to a Performance Unit or Performance Share, depending on
the level of performance, plus any applicable Dividend Equivalents.

(e) Cash-Based Awards. The maximum aggregate amount awarded with respect to Cash-
Based Awards to any one Participant in any one Plan Year may not exceed $15,000,000,
determined as of the date of payment.
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(f) Other Stock-Based Awards. The maximum aggregate grant with respect to Other
Stock- Based Awards pursuant to Section 10.02 in any one Plan Year to any one Participant shall
be 400,000 Shares.

Section 4.04. Adjustments in Authorized Shares. (a) In the event of any
corporate event or transaction (including, but not limited to, a change in the Shares or
capitalization of the Company) such as a merger, consolidation, reorganization, recapitalization,
separation, partial or complete liquidation, stock dividend, stock split, reverse stock split, split
up, spin-off, or other distribution of stock or property of the Company, combination of Shares,
exchange of Shares, dividend in kind, or other like change in capital structure, number of
outstanding Shares, or distribution (other than normal cash dividends) to shareholders of the
Company, or any similar corporate event or transaction, or in the event of unusual or
nonrecurring events affecting the Company or the financial statements of the Company or of
changes in applicable laws, regulations, or accounting principles, the Committee, in order to
prevent dilution or enlargement of Participants’ rights under this Plan, shall substitute or
adjust, as applicable, the number and kind of Shares that may be granted under this Plan or
under particular forms of Awards, the number and kind of Shares subject to outstanding
Awards, the Option Price or Grant Price applicable to outstanding Awards, the Annual Award
Limits, and other value determinations applicable to outstanding Awards. The Committee, in
its discretion, shall determine the methodology or manner of making such substitution or
adjustment.

(b) The Committee, in its sole discretion, may also make appropriate adjustments in the
terms of any Awards under this Plan to reflect, or that relate to, the changes or distributions
described in Section 4.04 and to modify any other terms of outstanding Awards, including
modifications of performance goals and changes in the length of Performance Periods. The
Committee shall not make any adjustment pursuant to this Section 4.04. that would (i) prevent
Performance-Based Compensation from satisfying the requirements of Code Section 162(m), (ii)
cause an Award that is otherwise exempt from Code Section 409A to become subject to Section
409A, or (iii) cause an Award that is subject to Code Section 409A to fail to satisfy the
requirements of Section 409A. The determination of the Committee as to the foregoing
adjustments, if any, shall be conclusive and binding on Participants under this Plan.

(c) Subject to the provisions of Article 18 and notwithstanding anything else herein to the
contrary, without affecting the number of Shares reserved or available hereunder, the Committee
may authorize the issuance or assumption of benefits under this Plan in connection with any
merger, consolidation, acquisition of property or stock, or reorganization upon such terms and
conditions as it may deem appropriate.

Section 4.05. Source of Shares. The Shares available for issuance under
this Plan may be authorized and unissued Shares, treasury Shares or Shares acquired
in the open market.
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ARTICLE 5 - ELIGIBILITY AND PARTICIPATION

Section 5.01. Eligibility. Individuals eligible to participate in this Plan include all
Employees and Directors.

Section 5.02. Actual Participation. Subject to the provisions of this Plan, the
Committee may, from time to time, select from all eligible individuals those individuals to

whom Awards shall be granted and shall determine, in its sole discretion, the nature of any
and all terms permissible by law, and the amount of each Award.

ARTICLE 6 - STOCK OPTIONS

Section 6.01. Grant of Options. Subject to the terms and provisions of this
Plan, Options may be granted to Participants in such number, and upon such terms, and at
any time and from time to time as shall be determined by the Committee, in its sole
discretion; provided that ISOs may be granted only to eligible Employees of the Company
or of any parent or subsidiary corporation (to the extent permitted under Code Sections 422
and 424).

Section 6.02. Award Agreement. Each Option grant shall be evidenced by an
Award Agreement that shall specify the Option Price, the maximum duration of the Option,
the number of Shares to which the Option pertains, the conditions upon which an Option
shall become vested and exercisable, and such other provisions as the Committee shall
determine which are not inconsistent with the terms of this Plan.

Section 6.03. Option Price. The Option Price for each grant of an Option under
this Plan shall be determined by the Committee in its sole discretion and shall be specified
in the Award Agreement; provided, however, the Option Price must be at least equal to
100% of the FMV of Shares on the date of grant, subject to adjustment as provided for in
Section 4.04.

Section 6.04. Term of Options. Each Option granted to a Participant shall expire
at such time as the Committee shall determine and set forth in the Award Agreement at the
time of grant; provided, however, no Option shall be exercisable later than the tenth
anniversary date of its grant.

Section 6.05. Exercise of Options. Options granted under this Article 6 shall be
exercisable at such times and be subject to such restrictions and conditions as the Committee
shall in each instance approve, which terms and restrictions need not be the same for each
grant or for each Participant; provided, however, that no Option shall be exercisable within
three (3)years from its grant date (but may vest no sooner than pro-rata during such
period),provided, that up to five percent (5%) of the maximum number of Shares available for
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issuance under this Plan may be granted without being subject to the foregoing restriction and
the restriction set forth in Section 7.05. The foregoing five percent (5%) share issuance limit
shall be subject to adjustment consistent with the adjustment provisions of Section 4.04.

Section 6.06. Payment. (a) Subject to Section 6.09, Options granted under this
Article 6 shall be exercised by the delivery of a notice of exercise to the Company or an
agent designated by the Company in a form specified or accepted by the Committee, or by
complying with any alternative procedures which may be authorized by the Committee,
setting forth the number of Shares with respect to which the Option is to be exercised,
accompanied by full payment for the Shares. The Shares shall become the property of the
Participant on the exercise date, subject to any forfeiture conditions specified in the
Option.

(b) A condition of the issuance of the Shares as to which an Option shall be exercised
shall be the payment of the Option Price at the time of the exercise. The Option Price of any
Option shall be payable to the Company in full either (i) in cash or its equivalent; (ii) by
tendering (either by actual delivery or attestation) previously acquired Shares having an
aggregate Fair Market Value at the time of exercise equal to the Option Price; (iii) by a cashless
(broker-assisted) exercise; (iv) by a combination of (i), (ii) and/or (iii); or (v) any other method
approved or accepted by the Committee in its sole discretion. Unless otherwise determined by
the Committee, all payments under all of the methods indicated above shall be paid in United
States dollars.

(c) Subject to any governing rules or regulations, as soon as practicable after receipt of
written notification of exercise and full payment (including satisfaction of any applicable tax
withholding), the Company shall deliver or cause to be delivered to the Participant a statement of
holdings as evidence of book entry uncertificated Shares, or at the sole discretion of the
Committee upon the Participant’s request, Share certificates in an appropriate amount based
upon the number of Shares purchased under the Option(s).

Section 6.07. Restrictions on Share Transferability. The Committee may
impose such restrictions on any Shares acquired pursuant to the exercise of an Option
granted under this Article 6 as it may deem advisable, including, without limitation,
minimum holding period requirements, restrictions under applicable federal securities laws,
under the requirements of any stock exchange or market upon which such Shares are then
listed and/or traded, or under any blue sky or state securities laws applicable to such Shares.

Section 6.08. Termination of Employment. Each Participant’s Award
Agreement shall set forth the extent, if any, to which the Participant shall have the right to
exercise the Option following termination of the Participant’s employment or provision of
services to the Company, its Affiliates, and/or its Subsidiaries, as the case may be. Such
provisions shall be determined in the sole discretion of the Committee, shall be included in the
Award Agreement entered into with each Participant, need not be uniform among all Options
granted pursuant to this Article 6, and may reflect distinctions based on the reasons for
termination.
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Section 6.09. Automatic Option Exercise. An Award Agreement may provide
that if, on the last day of the term of an Option, the Fair Market Value of one Share exceeds
the Option Price plus associated fees, if the Participant has not exercised the Option, and the
Option has not otherwise expired, the Option shall be deemed to have been exercised by the
Participant on such day. In such event, the Company shall deliver Shares to the Participant in
accordance with this Section 6.09, reduced by the number of Shares required for payment of
the exercise price and for payment of withholding taxes; any fractional Share shall be settled
in cash.

Section 6.10. Stock Retention. So long as a Stock Ownership Participant has not
met all applicable stock ownership requirements under the Stock Ownership Requirement Plan,
the Stock Ownership Participant will be required to hold the Shares received upon the exercise of
Options (net of any Shares used for payment of the exercise price of the Option and withholding
taxes).

ARTICLE 7 - STOCK APPRECIATION RIGHTS

Section 7.01. Grant of SARs. Subject to the terms and conditions of this Plan,
SARs may be granted to Participants at any time and from time to time as shall be determined
by the Committee. Subject to the terms and conditions of this Plan, the Committee shall have
complete discretion in determining the number of SARs granted to each Participant and,
consistent with the provisions of this Plan, the terms and conditions pertaining to such SARs.

Section 7.02. SAR Award Agreement. Each SAR grant shall be evidenced by an
Award Agreement that shall specify the Grant Price, the maximum duration of the SAR, the
number of Shares to which the SAR pertains, the conditions upon which an SAR shall become
vested and exercisable, and such other provisions as the Committee shall determine which are
not inconsistent with the terms of this Plan.

Section 7.03. Grant Price. The Grant Price for each grant of an SAR shall be
determined by the Committee and shall be specified in the Award Agreement; provided,
however, the Grant Price on the date of grant must be at least equal to 100% of the FMV of
the Shares as determined on the date of grant.

Section 7.04. Term of SAR. The term of an SAR granted under this Plan shall be
determined by the Committee, in its sole discretion, and set forth in the Award Agreement at
the time of grant; provided, however, that no SAR shall be exercisable later than the tenth
anniversary date of its grant.

Section 7.05. Exercise of SARs. SARs granted under this Article 7 shall be
exercisable at such times and be subject to such restrictions and conditions as the Committee
shall in each instance approve, which terms and restrictions need not be the same for each
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grant or for each Participant; provided, however, that no SAR shall be exercisable within three
(3) years from its grant date (but may vest no sooner than pro-rata during such period),
provided, that up to five percent (5%) of the maximum number of Shares available for issuance
under this Plan may be granted without being subject to the foregoing restriction and the
restriction set forth in Section 6.05. The foregoing five percent (5%) share issuance limit shall be

subject to adjustment consistent with the adjustment provisions of Section 4.04.

Section 7.06. Settlement of SARs. Upon the exercise of an SAR, a Participant shall
be entitled to receive payment from the Company on the exercise date in an amount
determined by multiplying: (a) the excess of the Fair Market Value of a Share on the date of
exercise over the Grant Price; by (b) the number of Shares with respect to which the SAR is
exercised.

At the discretion of the Committee, the payment upon SAR exercise may be in cash,
Shares, or any combination thereof, or in any other manner approved by the Committee in its
sole discretion. The Committee’s determination regarding the form of SAR payout shall be
set forth in the Award Agreement pertaining to the grant of the SAR.

Section 7.07. Termination of Employment. Each Award Agreement shall
set forth the extent to which the Participant shall have the right to exercise the SAR
following termination of the Participant’s employment with or provision of services to the
Company, its Affiliates, and/or its Subsidiaries, as the case may be. Such provisions shall
be determined in the sole discretion of the Committee, shall be included in the Award
Agreement entered into with Participants, need not be uniform among all SARs granted
pursuant to this Article 7, and may reflect distinctions based on the reasons for termination.

Section 7.08. Other Restrictions. The Committee shall impose such other
conditions and/or restrictions on any Shares received upon exercise of an SAR granted
pursuant to this Plan as it may deem advisable or desirable. These restrictions may include,
but shall not be limited to, a requirement that the Participant hold the Shares received upon
exercise of an SAR for a specified period of time.

Section 7.09. Automatic SAR Exercise. An Award Agreement may provide that
if, on the last day of the term of an SAR, the Fair Market Value of one Share exceeds the Grant
Price of the SAR plus associated fees, if the Participant has not exercised the SAR, and the
SAR has not otherwise expired, the SAR shall be deemed to have been exercised by the
Participant on such day. In such event, the Company shall deliver payment to the Participant in
accordance with the terms of settlement set forth in Section 7.06.

Section 7.10. Stock Retention. So long as a Stock Ownership Participant has not
met all applicable stock ownership requirements under the Stock Ownership Requirement Plan,
the Stock Ownership Participant will be required to hold the Shares received upon the exercise of
any SAR (net of any Shares used for payment of withholding taxes).
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ARTICLE 8 - RESTRICTED STOCK AND RESTRICTED STOCK UNITS

Section 8.01. Grant of Restricted Stock or Restricted Stock Units. Subject
to the terms and provisions of this Plan, the Committee, at any time and from time to time,
may grant Shares of Restricted Stock and/or Restricted Stock Units to Participants in such
amounts as the Committee shall determine. Restricted Stock Units shall be similar to
Restricted Stock except that no Shares are actually awarded to the Participant on the date of
grant.

Section 8.02. Restricted Stock or Restricted Stock Unit Award
Agreement. Each Restricted Stock and/or Restricted Stock Unit grant shall be evidenced by
an Award Agreement that shall specify the Period (s) of Restriction, the number of Shares of
Restricted Stock or the number of Restricted Stock Units granted, and such other provisions as
the Committee shall determine.

Section 8.03. Other Restrictions. (a) The Committee shall impose such other
conditions and/or restrictions on any Shares of Restricted Stock or Restricted Stock Units
granted pursuant to this Plan as it may deem advisable including, without limitation, a
requirement that Participants pay a stipulated purchase price for each Share of Restricted
Stock or each Restricted Stock Unit, restrictions based upon the achievement of specific
performance goals, time-based restrictions on vesting following the attainment of the
performance goals, time-based restrictions, and/or restrictions under applicable laws or under
the requirements of any stock exchange or market upon which such Shares are listed or
traded, or holding requirements or sale restrictions placed on the Shares by the Company
upon vesting of such Restricted Stock or Restricted Stock Units.

(b) To the extent deemed appropriate by the Committee, the Company may retain any
certificates or statements of holdings representing Shares of Restricted Stock in the Company’s
possession until such time as all conditions and/or restrictions applicable to such Shares have
been satisfied or lapse.

(c) Except as otherwise provided in this Article 8, Shares of Restricted Stock covered by
each Restricted Stock Award shall become freely transferable by the Participant after all
conditions and restrictions applicable to such Shares have been satisfied or lapse (including
satisfaction of any applicable tax withholding obligations), and Restricted Stock Units shall be
paid in cash, Shares, or a combination of cash and Shares as the Committee, in its sole discretion,
shall determine.

Section 8.04. Certificate Legend. In addition to any legends placed on
certificates or statements of holdings pursuant to Section 8.03, each certificate or statement
of holdings representing Shares of Restricted Stock granted pursuant to this Plan may bear a
legend restricting the transfer of such Shares.

Section 8.05. Voting Rights. Unless otherwise determined by the Committee and
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set forth in a Participant’s Award Agreement, to the extent permitted or required by law, as
determined by the Committee, Participants holding Shares of Restricted Stock granted
hereunder may be granted the right to exercise full voting rights with respect to those Shares
during the Period of Restriction. A Participant shall have no voting rights with respect to any
Restricted Stock Units granted hereunder.

Section 8.06. Termination of Employment. Each Award Agreement shall
set forth the extent to which the Participant shall have the right to retain Restricted Stock
and/or Restricted Stock Units following termination of the Participant’s employment with
or provision of services to the Company, its Affiliates, and/or its Subsidiaries, as the case
may be. Such provisions shall be determined in the sole discretion of the Committee, shall
be included in the Award Agreement entered into with each Participant, need not be
uniform among all Shares of Restricted Stock or Restricted Stock Units granted pursuant to
this Article 8, and may reflect distinctions based on the reasons for termination.

ARTICLE 9 - PERFORMANCE UNITS / PERFORMANCE SHARES

Section 9.01. Grant of Performance Units / Performance Shares.
Subject to the terms and provisions of this Plan, the Committee, at any time and from time
to time, may grant Performance Units and/or Performance Shares to Participants in such
amounts and upon such terms as the Committee shall determine.

Section 9.02. Value of Performance Units / Performance Shares. Each
Performance Unit shall have an initial value that is established by the Committee at the time
of grant. Each Performance Share shall have an initial value equal to the Fair Market Value
of a Share on the date of grant. The Committee shall set performance goals in its discretion
which, depending on the extent to which they are met, will determine the value and/or
number of Performance Units/Performance Shares that will be paid out to the Participant.

Section 9.03. Earning of Performance Units / Performance Shares.
Subject to the terms of this Plan, after the applicable Performance Period has ended, the
holder of Performance Units/Performance Shares shall be entitled to receive payout as
provided in Section 9.04 on the value and number of Performance Units/Performance Shares
earned by the Participant over the Performance Period, to be determined as a function of the
extent to which the corresponding performance goals have been achieved. Regardless of the
level of performance achieved, in no event will the number of Shares issued (or the amount
of cash paid) with respect to a Performance Unit/Performance Share exceed 2 Shares (or the
value of 2 Shares), plus any applicable Dividend Equivalents.

Section 9.04. Form and Timing of Payment of Performance Units /
Performance Shares. Payment of earned Performance Units/Performance Shares shall be
as determined by the Committee and as evidenced in the Award Agreement. Any Shares may
be granted subject to any restrictions deemed appropriate by the Committee. The
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determination of the Committee with respect to the form of payout of such Awards shall be
set forth in the Award Agreement pertaining to the grant of the Award.

Section 9.05. Termination of Employment. Each Award Agreement shall
set forth the extent to which the Participant shall have the right to retain Performance Units
and/or Performance Shares following termination of the Participant’s employment with or
provision of services to the Company, its Affiliates, and/or its Subsidiaries, as the case may
be. Such provisions shall be determined in the sole discretion of the Committee, shall be
included in the Award Agreement entered into with each Participant, need not be uniform
among all Awards of Performance Units or Performance Shares awarded pursuant to this
Article 9, and may reflect distinctions based on the reasons for termination.

ARTICLE 10 - CASH-BASED AWARDS AND OTHER STOCK-BASED
AWARDS

Section 10.01. Grant of Cash-Based Awards. Subject to the terms and
provisions of the Plan, the Committee, at any time and from time to time, may grant Cash-
Based Awards to Participants in such amounts and upon such terms as the Committee may
determine.

Section 10.02. Other Stock-Based Awards. The Committee may grant other
types of equity-based or equity-related Awards not otherwise described by the terms of this
Plan (including the grant or offer for sale of unrestricted Shares) in such amounts and subject
to such terms and conditions as the Committee shall determine. Such Awards may involve the
transfer of actual Shares to Participants, or payment in cash or otherwise of amounts based on
the value of Shares and may include, without limitation, Awards designed to comply with or
take advantage of the applicable local laws of jurisdictions other than the United States.

Section 10.03. Value of Cash-Based and Other Stock-Based Awards.
Each Cash-Based Award shall specify a payment amount or payment range as determined by
the Committee. Each Other Stock- Based Award shall be expressed in terms of Shares or
units based on Shares, as determined by the Committee. The Committee may establish
performance goals in its discretion. If the Committee exercises its discretion to establish
performance goals, the number and/or value of Cash-Based Awards or Other Stock-Based
Awards that will be paid out to the Participant will depend on the extent to which the
performance goals are met.

Section 10.04. Payment of Cash-Based Awards and Other Stock-Based

Awards. Payment, if any, with respect to a Cash-Based Award or an Other Stock-Based
Award shall be made in accordance with the terms of the Award, in cash or Shares as the
Committee determines.

Section 10.05. Termination of Employment. The Committee shall determine
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the extent to which the Participant shall have the right to receive Cash-Based Awards or Other
Stock-Based Awards following termination of the Participant’s employment with or provision
of services to the Company, its Affiliates, and/or its Subsidiaries, as the case may be. Such
provisions shall be determined in the sole discretion of the Committee. Such provisions may
be included in the Award Agreement, but need not be uniform among all Awards of Cash-
Based Awards or Other Stock-Based Awards granted pursuant to this Article 10, and may
reflect distinctions based on the reasons for termination.

ARTICLE 11 - TRANSFERABILITY OF AWARDS

Except to the extent specifically provided by the terms of an Award Agreement,
Awards shall be nontransferable. During the lifetime of a Participant, Awards shall be
exercised only by such Participant or by his guardian or legal representative.
Notwithstanding the foregoing, the Committee may provide in the terms of an Award
Agreement that the Participant shall have the right to designate a beneficiary or
beneficiaries who shall be entitled to any rights, payments or other benefits specified
under an Award Agreement following the Participant’s death.

ARTICLE 12 - PERFORMANCE MEASURES

Section 12.01. Awards Under This Article 12. If an Award (other than an
Option or SAR) is intended to qualify as Performance-Based Compensation, the Award
shall be granted in accordance with the terms of this Article 12 and shall vest or be paid
solely on account of the attainment of an objective performance goal based on one or more
of the Performance Measures listed in Section 12.03.

Section 12.02. Performance Goals. The Committee shall establish the
performance goal in writing not later than 90 days after the commencement of the
Performance Period (or, if earlier, before 25% of the Performance Period has elapsed), and
at a time when the outcome of the performance goal is still substantially uncertain. The
performance goal shall state, in terms of an objective formula or standard, the method for
determining the amount of compensation payable to the Participant if the performance goal
IS attained.

Section 12.03. Performance Measures. (a) The Performance Measures used to
establish performance goals for Performance-Based Compensation shall be limited to the
following business measures, which may be applied with respect to AEP, any Subsidiary or
any business unit, and which may be measured on an absolute or relative-to-peer-group basis:
earnings measures (including, for example, primary earnings per share, fully diluted earnings
per share, net income, pre-tax income, operating income, earnings before interest, taxes,
depreciation and amortization or any combination thereof, and net operating profits after
taxes); expense control (including, for example, operations & maintenance expense, total
expenditures, expense ratios, and expense reduction); customer measures (including, for
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example, customer satisfaction, service cost, service levels, responsiveness, bad debt
collections or losses, and reliability—such as outage frequency, outage duration, and
frequency of momentary outages); safety measures (including, for example, recordable case
rate, severity rate, and vehicle accident rate); diversity measures (including, for example,
minority placement rate and utilization); environmental measures (including, for example,
emissions, project completion milestones, regulatory/legislative/cost recovery goals, and
notices of violation), revenue measures (including, for example, revenue and direct margin);
stakeholder return measures (including, for example, total shareholder return, economic value
added, cumulative shareholder value added, return on equity, return on capital, return on
assets, dividend payout ratio and cash flow(s) — such as operating cash flows, free cash flow,
discounted cash flow return on investment and cash flow in excess of cost of capital or any
combination thereof); valuation measures (including, for example, stock price increase, price
to book value ratio, and price to earnings ratio); capital and risk measures (including, for
example, debt to equity ratio, dividend payout as percentage of net income and diversification
of business opportunities); employee satisfaction; project measures (including, for example,
completion of key milestones); production measures (including, for example, generating
capacity factor, performance against the INPO index, generating equivalent availability, heat
rates and production cost); and such other individual performance objective that is measured
solely in terms of quantitative targets related to the Company, any Subsidiary or the
Company’s or Subsidiary’s business.

(b) Any Performance Measure(s) may be used in a quantitative manner to measure the
performance of the Company, Subsidiary, and/or Affiliate as a whole or any business unit of the
Company, Subsidiary, and/or Affiliate or any combination thereof, as the Committee may deem
appropriate. Any of the above Performance Measures may be used to measure performance
relative to specified performance levels; a group of comparator companies; a published or special
index that the Committee, in its sole discretion, deems appropriate; or various stock market
indices. The Committee also has the authority to provide for accelerated vesting of any Award
based on the achievement of a performance goal or goals pursuant to the Performance Measures
specified in this Article 12.

Section 12.04. Evaluation of Performance. Any Performance Measure(s) may
be made subject to pre-specified adjustments to remove the effects of restructurings,
dispositions, changes in tax or accounting rules, or similar non-recurring or extraordinary
events to the extent consistent with the requirements of Code Section 162(m) for
Performance-Based Compensation.

Section 12.05. Certification of Performance. No vesting or payment shall
occur under an Award that is intended to qualify as Performance-Based Compensation until
the Committee certifies that the performance goal and any other material terms of the
Award have been satisfied.

Section 12.06. Adjustment of Performance-Based Compensation. Awards
that are intended to qualify as Performance-Based Compensation may not be adjusted upward.
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The Committee shall retain the discretion to adjust such Awards downward, either on a
formula or discretionary basis or any combination, as the Committee determines.

Section 12.07. Committee Discretion. For the avoidance of doubt, in the
event that the Committee determines that it is advisable to grant Awards that shall not qualify
as Performance-Based Compensation, the Committee may make such grants without
satisfying the requirements of Code Section 162(m) and the terms of this Article 12. In such
event, among other things, the Committee may base the vesting or payment of such Awards
on performance measures other than those set forth in Section 12.03.

ARTICLE 13 - DIRECTOR AWARDS

Subject to Section 4.01(d), the Board shall determine all Awards to Directors.
The terms and conditions of any grant to any such Director shall be set forth in an
Award Agreement.

ARTICLE 14 - DIVIDEND EQUIVALENTS

Any Participant selected by the Committee may be granted dividend equivalents based
on the dividends declared on Shares that are subject to any Full Value Award, to be credited
as of the dividend payment dates, during the period between the date on which the Full Value
Award is granted and the date on which the Award vests or expires, as determined by the
Committee. Such dividend equivalents shall be converted to cash or additional Shares by such
formula and at such time and subject to such limitations as may be determined by the
Committee; provided that such dividend equivalents shall be subject to any performance
conditions that apply to the underlying Award. Participants shall not accrue, be granted or be
paid any dividends or dividend equivalents with respect to Shares that are subject to any
Option or Stock Appreciation Right.

ARTICLE 15 - BENEFICIARY DESIGNATION

In the absence of any applicable beneficiary designation, benefits remaining unpaid
or rights remaining unexercised at the Participant’s death shall be paid to or exercised by the
Participant’s executor, administrator, or legal representative on behalf of the Participant’s
estate.

ARTICLE 16 - RIGHTS OF PARTICIPANTS

Section 16.01. Employment. (a) Nothing in this Plan or an Award Agreement
shall interfere with or limit in any way the right of the Company, its Affiliates, and/or its
Subsidiaries to terminate any Participant’s employment or service on the Board or to the
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Company at any time or for any reason not prohibited by law, nor confer upon any Participant
any right to continue his employment or service as a Director for any specified period of time.

(b) Neither an Award nor any benefits arising under this Plan shall constitute an
employment contract with the Company, its Affiliates, and/or its Subsidiaries.

Section 16.02. Participation. No individual shall have the right to be selected to
receive an Award under this Plan, or, having been so selected, to be selected to receive a
future Award.

Section 16.03. Rights as a Shareholder. Except as otherwise provided herein, a
Participant shall have none of the rights of a shareholder with respect to Shares covered by
any Award unless and until the Participant becomes the record holder of any Shares
associated with such Award.

ARTICLE 17 - CHANGE OF CONTROL

17.01. Effect of Change in Control. The Committee may, in an Award
Agreement, provide for the effect of a Change in Control on an Award. Such provisions may
include any one or more of the following: (a) the acceleration or extension of time periods for
purposes of exercising, vesting in, or realizing gain from any Award, (b) the waiver or
modification of performance or other conditions related to the payment or other rights under an
Award; (c) provision for the cash settlement of an Award for an equivalent cash value, as
determined by the Committee, or (d) such other modification or adjustment to an Award as the
Committee deems appropriate to maintain and protect the rights and interests of Participants
upon or following a Change in Control.

17.02. Definition of Change in Control. For purposes hereof, a “Change in
Control” shall be deemed to have occurred if:

(@) any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the
Securities Exchange Act of 1934 (“Exchange Act™)), other than any company owned, directly or
indirectly, by the shareholders of AEP in substantially the same proportions as their ownership of
shares Common Stock or a trustee or other fiduciary holding securities under an employee
benefit plan of AEP, becomes the “beneficial owner” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of more than 33-1/3 percent of the then outstanding voting
stock of AEP;

(b) AEP consummates a merger or consolidation with any other entity, other than a
merger or consolidation which would result in the voting securities of AEP outstanding
immediately prior thereto continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity) at least 66-2/3% percent of the total
voting power represented by the voting securities of AEP or such surviving entity outstanding
immediately after such merger or consolidation; or
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(c) the shareholders of AEP approve a plan of complete liquidation of AEP, or an
agreement for the sale or disposition by AEP (in one transaction or a series of transactions) of all
or substantially all of AEP’s assets.

ARTICLE 18 - AMENDMENT AND TERMINATION

18.01 Amendment and Termination of the Plan and Awards. (a) Subject to
subparagraphs (b) and (c) of this Section 18.01 and Section 18.03 of the Plan, the Board or the
Committee may at any time amend or terminate the Plan or amend or terminate any outstanding
Award.

(b) Except as provided for in Section 4.04, the terms of an outstanding Award may not be
amended, without prior shareholder approval, to: (i) reduce the Option Price of an outstanding
Option or to reduce the Grant Price of an outstanding SAR, or (ii) cancel an outstanding Option
or SAR in exchange for other Options or SARs with an Option Price or Grant Price, as
applicable, that is less than the Option Price of the cancelled Option or the Grant Price of the
cancelled SAR, as applicable, or (iii) cancel an outstanding Option with an Option Price that is
less than the Fair Market Value of a Share on the date of cancellation or cancel an outstanding
SAR with a Grant Price that is less than the Fair Market Value of a Share on the date of
cancellation in exchange for cash or another Award.

(c) Notwithstanding the foregoing, no amendment of this Plan shall be made without
shareholder approval if shareholder approval is required pursuant to rules promulgated by any
stock exchange or quotation system on which Shares are listed or quoted or by applicable U.S.
state corporate laws or regulations, applicable U.S. federal laws or regulations and the applicable
laws of any foreign country or jurisdiction where Awards are, or will be, granted under the Plan.

18.02 Adjustment of Awards Upon the Occurrence of Certain Unusual
or Nonrecurring Events. Subject to Section 12.05, the Committee may make adjustments
in the terms and conditions of, and the criteria included in, Awards in recognition of unusual
or nonrecurring events (including, without limitation, the events described in Section 4.04)
affecting the Company or the financial statements of the Company or of changes in applicable
laws, regulations, or accounting principles, whenever the Committee determines that such
adjustments are appropriate in order to prevent unintended dilution or enlargement of the
benefits or potential benefits intended to be made available under this Plan. The determination
of the Committee as to the foregoing adjustments, if any, shall be conclusive and binding on
Participants under this Plan. By accepting an Award under this Plan, a Participant agrees to
any adjustment to the Award made pursuant to this Section 18.02 without further
consideration or action.

18.03 Awards Previously Granted. Notwithstanding any other provision of this
Plan to the contrary, other than Sections 18.02, 18.04 and 21.15, no termination or
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amendment of this Plan or an Award Agreement shall adversely affect in any material way
any Award previously granted under this Plan, without the written consent of the Participant
holding such Award.

18.04 Amendment to Conform to Law. Notwithstanding any other provision of
this Plan to the contrary, the Board or Committee may amend the Plan or an Award
Agreement, to take effect retroactively or otherwise, as deemed necessary or advisable for the
purpose of conforming the Plan or an Award Agreement to any law relating to plans of this or
similar nature, and to the administrative regulations and rulings promulgated thereunder. By
accepting an Award under this Plan, a Participant agrees to any amendment made pursuant to
this Section 18.04 to the Plan and any Award without further consideration or action.

ARTICLE 19 - WITHHOLDING

The Company shall have the power and the right to deduct or withhold, or require a
Participant to remit to the Company, the minimum statutory amount to satisfy federal, state,
and local taxes, domestic or foreign, required by law or regulation to be withheld with respect
to any taxable event arising as a result of this Plan. Participants may elect to satisfy the
withholding requirements, in whole or in part, by having the Company withhold shares having
a Fair Market Value on the date the tax is to be determined equal to the minimum statutory
total tax that could be imposed on the transaction. The Participant shall remain responsible at
all times for paying any federal, state, and local income or employment tax due with respect to
any Award, and the Company shall not be liable for any interest or penalty that a Participant
incurs by failing to make timely payments of tax.

ARTICLE 20 - SUCCESSORS

All obligations of the Company under this Plan with respect to Awards granted
hereunder shall be binding on any successor to the Company, whether the existence of such
successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of
all or substantially all of the business and/or assets of the Company.

ARTICLE 21 - GENERAL PROVISIONS

Section 21.01. Forfeiture Events. (a) The Committee may specify in an Award
Agreement that the Participant’s rights, payments, and benefits with respect to an Award
shall be subject to reduction, cancellation, forfeiture, or recoupment upon the occurrence of
certain specified events, in addition to any otherwise applicable vesting or performance
conditions of an Award. Such events may include, but shall not be limited to, termination of
employment for cause (as defined in the Award Agreement), termination of the Participant’s
provision of services to the Company, Affiliate, and/or Subsidiary, violation of material
Company, Affiliate, and/or Subsidiary policies, breach of noncompetition, confidentiality, or
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other restrictive covenants that may apply to the Participant, or other conduct by the
Participant that is detrimental to the business or reputation of the Company, its Affiliates,
and/or its Subsidiaries.

(b) All Awards shall be subject to the Company’s compensation recoupment policy as
such policy may be in effect from time to time.

Section 21.02. Legend. The certificates or statements of holdings for Shares
may include any legend which the Committee deems appropriate to reflect any
restrictions on transfer of such Shares.

Section 21.03. Gender and Number. Except where otherwise indicated by the
context, any masculine term used herein also shall include the feminine, the plural shall
include the singular, and the singular shall include the plural.

Section 21.04. Severability. In the event any provision of this Plan shall be
held illegal or invalid for any reason, the illegality or invalidity shall not affect the
remaining parts of this Plan, and this Plan shall be construed and enforced as if the illegal or
invalid provision had not been included.

Section 21.05. Requirements of Law. The granting of Awards and the issuance
of Shares under this Plan shall be subject to all applicable laws, rules, and regulations, and to
such approvals by any governmental agencies or national securities exchanges as may be
required.

Section 21.06. Delivery of Title. The Company shall have no obligation to issue
or deliver evidence of title for Shares issued under this Plan prior to: (a) obtaining any
approvals from governmental agencies that the Company determines are necessary or advisable;
and (b) completion of any registration or other qualification of the Shares under any applicable
national or foreign law or ruling of any governmental body that the Company determines to be
necessary or advisable.

Section 21.07. Inability to Obtain Authority. The inability of the Company to
obtain authority from any regulatory body having jurisdiction, which authority is deemed by
the Company’s counsel to be necessary to the lawful issuance and sale of any Shares
hereunder, shall relieve the Company of any liability in respect of the failure to issue or sell
such Shares as to which such requisite authority shall not have been obtained.

Section 21.08. Investment Representations. The Committee may require
any individual receiving Shares pursuant to an Award under this Plan to represent and
warrant in writing that the individual is acquiring the Shares for investment and without any
present intention to sell or distribute such Shares.
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Section 21.09. Uncertificated Shares. To the extent that this Plan provides for
issuance of certificates to reflect the transfer or issuance of Shares, the transfer or issuance of
such Shares may be effected on a non-certificated basis, to the extent not prohibited by
applicable law or the rules of any stock exchange upon which the Shares are listed.

Section 21.10. Unfunded Plan. Participants shall have no right, title, or interest
whatsoever in or to any investments that the Company, and/or its Subsidiaries, and/or its
Affiliates may make to aid it in meeting its obligations under this Plan. Nothing contained in
this Plan, and no action taken pursuant to its provisions, shall create or be construed to create
a trust of any kind, or a fiduciary relationship between the Company and any Participant,
beneficiary, legal representative, or any other individual. To the extent that any individual
acquires a right to receive payments from the Company, its Subsidiaries, and/or its
Affiliates under this Plan, such right shall be no greater than the right of an unsecured
general creditor of the Company, a Subsidiary, or an Affiliate, as the case may be. All
payments to be made hereunder shall be paid from the general funds of the Company, a
Subsidiary, or an Affiliate, as the case may be, and no special or separate fund shall be
established and no segregation of assets shall be made to assure payment of such amounts.

Section 21.11. No Fractional Shares. No fractional Shares shall be issued or
delivered pursuant to this Plan or any Award unless authorized by the Committee. If the
Committee does not authorize the issuance or delivery of fraction shares, then the
Committee shall determine whether cash, Awards, or other property shall be granted or paid
in lieu of fractional Shares or whether such fractional Shares or any rights thereto shall be
forfeited or otherwise eliminated.

Section 21.12. Retirement and Welfare Plans. Neither Awards made under
this Plan nor Shares or cash paid pursuant to such Awards may be included as “compensation”
for purposes of computing the benefits payable to any Participant under the Company’s or any
Subsidiary’s or Affiliate’s retirement plans (both qualified and non-qualified) or welfare
benefit plans unless such other plan expressly provides that such compensation shall be taken
into account in computing a Participant’s benefit.

Section 21.13. Deferred Compensation. With respect to Awards subject to Code
Section 409A, the Plan is intended to comply with the requirements of Code Section 409A, and
the provisions of the Plan and any Award Agreement shall be interpreted in a manner that
satisfies the requirements of Code Section 409A, and the Plan is intended to be operated
accordingly. The Committee may make changes in the terms or operation of the Plan and/or
Awards (including changes that may have retroactive effect) deemed necessary or desirable to
comply with Code Section 409A. The Company, however, makes no representation or
covenants that the Plan or Awards will comply with Section 409A.

Section 21.14. Non-exclusivity of this Plan. The adoption of this Plan shall not
be construed as creating any limitations on the power of the Board or Committee to adopt such
other compensation arrangements as it may deem desirable for any Participant.



KPSC Case No. 2017-00179

KIUC's First Set of Data Requests Dated August 14th, 2017
Item No. 30

Attachment 1

Page 124 of 392

Section 21.15. No Constraint on Corporate Action. Nothing in this Plan shall
be construed to: (a) limit, impair, or otherwise affect the Company’s or a Subsidiary’s or an
Affiliate’s right or power to make adjustments, reclassifications, reorganizations, or changes of
its capital or business structure, or to merge or consolidate, or dissolve, liquidate, sell, or transfer
all or any part of its business or assets; or (b) limit the right or power of the Company or a
Subsidiary or an Affiliate to take any action which such entity deems to be necessary or
appropriate.

Section 21.16. Governing Law. The Plan and each Award Agreement shall be
governed by the laws of the state of Ohio, excluding any conflicts or choice of law rule or
principle that might otherwise refer construction or interpretation of this Plan to the
substantive law of another jurisdiction. Unless otherwise provided in the Award Agreement,
recipients of an Award under this Plan are deemed to submit to the exclusive jurisdiction and
venue of the federal or state courts of Ohio, to resolve any and all issues that may arise out
of or relate to this Plan or any related Award Agreement.

Section 21.17. Indemnification. (a) Subject to requirements and limitations of
applicable law, each individual who is or shall have been a member of the Board, or a
Committee appointed by the Board, or an officer of the Company, a Subsidiary, or an Affiliate
to whom authority was delegated in accordance with Article 3, shall be indemnified and held
harmless by the Company against and from any loss, cost, liability, or expense that may be
imposed upon or reasonably incurred by him in connection with or resulting from any claim,
action, suit, or proceeding to which he may be a party or in which he may be involved by
reason of any action taken or failure to act under this Plan and against and from any and all
amounts paid by him in settlement thereof, with the Company’s approval, or paid by him in
satisfaction of any judgment in any such action, suit, or proceeding against him, provided he
shall give the Company an opportunity, at its own expense, to handle and defend the same
before he undertakes to handle and defend it on his own behalf, unless such loss, cost, liability,
or expense is a result of his own willful misconduct or except as expressly provided by statute.

(b) The foregoing right of indemnification shall not be exclusive of any other rights of
indemnification to which such individuals may be entitled under the Company’s Articles of
Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the Company may
have to indemnify them or hold them harmless.

Section 21.18. No Guarantee of Favorable Tax Treatment.
Notwithstanding any provision of the Plan to the contrary or any action taken by the
Company, Subsidiaries, or the Board with respect to any income tax, social insurance, payroll
tax, or other tax, the acceptance of an Award under the Plan represents the Participant’s
acknowledgement that the ultimate liability for any tax owed by the Participant is and
remains the Participant’s responsibility, and that the Company makes no representations or
warranties about the tax treatment of any Award, and does not commit to structure any aspect
of the Award to reduce or eliminate a Participant’s tax liability, including without limitation,
Code Section 409A.
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American Electric Power
Annual Incentive Compensation Plan

Introduction

The objectives of AEP’s Annual Incentive Compensation Plan (the Plan) are to:

> Attract, retain, engage and motivate employees to further the objectives of the company, its
customers and the communities it serves;

> Enable high performance by communicating and aligning employee efforts with the Plan’s
performance objectives; and

» Foster the creation of sustainable shareholder value through achievement of AEP’s goals.

2016 Overview

For 2016 the Executive Council, each Operating Company, Customer and Distribution Services
(C&DS), Regulated Generation, Competitive Generation, Transmission, Nuclear Generation, and
Energy Supply (non-generation), have an annual incentive compensation plan (ICP) with
separate goals. All staff groups participate in the ICP program based on the funding measures
described below and do not have separate function level incentive goals. As a result, the overall
score for all staff groups will be the average overall score' for all of the Business Units and
Operating Companies, except to the extent that the overall score for one or more Business Units
or Operating Companies is capped at the 200% of target maximum score. The staff groups that
share the funding measure score are Audit, Executive Administration, Regulatory Services,
Safety and Health, Aviation and Security, Infrastructure and Business Continuity, Environmental
Services and all employees reporting to the Chief Administrative Officer, the Chief Financial
Officer and the General Counsel.

The Plan provides annual incentive compensation to motivate and reward employees based on
AEP’s performance, business unit performance (if applicable) and, for employees whose payout
is discretionary, their individual performance. Annual incentive funding for all plans is tied to
AEP’s Operating Earnings per Share (75% weight), safety (10% weight) and strategic initiatives
(15% weight).

Linking annual incentive compensation to AEP’s earnings aligns it with the value created for
AEP’s shareholders and ensures that AEP meets its shareholder commitments before setting
aside dollars for employee rewards. Relative individual performance is reflected in managers’
discretionary allocations from their award pool for all employees in positions in the new 20
grade salary plan (SP20) and all employees in positions in the exempt, administrative, technical,
customer solutions center and non-exempt supervisory salary plans. Group or team performance
may also be reflected through discretionary adjustments in the allocation of funding from the
annual incentive pool at higher organizational levels.

! Weighted by the aggregate target award for all employees in each group
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Each ICP has separate strategic and operational performance measures that provide a balanced
scorecard of financial, customer experience, employee experience (includes safety) and other
(includes environmental and compliance) objectives. The Plan is intended to drive the
achievement of these objectives by clearly communicating them, conveying their importance,
aligning employee efforts toward their achievement and further motivating employees to achieve
them. This balanced scorecard encourages the achievement of all types of objectives, rather than
the achievement of some objectives, such as earnings, at the expense of others, such as customer
service, reliability safety or compliance.

Performance measures are selected, whenever practical, to provide a “line of sight” that enables
employees to see how the work they perform affects annual incentive awards. Objective and
quantifiable performance measures are used whenever they are available but the Plan also
includes subjective assessments of performance in less quantifiable areas and for individual
performance assessments.

Safety remains the first priority irrespective of the ICP goals and other objectives the Company
establishes. To help ensure that all employees have a personal stake in maintaining safe work
practices, particularly those that could prevent severe accidents, a company-wide Fatality
Measure is included in the Plan with a 2.5% weight. The score for this measure will be 0% for
2016 due to the fatal employee incident that occurred in early 2016. The Fatality Measure serves
as a constant reminder to work safely at all times and recognizes all employees for working a full
year without a fatal work related employee incident. A target score (100%) requires the calendar
year to be completed without a fatal work related employee incident, while a 200% score
requires two or more calendar years to be completed without such an incident.

Operating Performance Measures and Weights

The specific performance measures vary by business unit. The score for each operating unit
performance objective may range from 0% to 200% of target for that component.

Refer to Appendix A

2016 Funding Measures

The 2016 funding measures were established by the HR Committee of the Board early in the
year. The maximum funding available for 2016 is 200% of target funding”. As in past years, the
CEO and HR Committee of the Board have discretion to adjust annual incentive funding. All
incentive plan funding is contingent on AEP achieving operating earnings of at least $3.65 per
share for 2016.

Operating Earnings per Share — 75%
AEP is committed to generating sustainable value for its shareholders through its earnings and
growth. Therefore 75% of annual incentive funding is tied to AEP’s Operating Earnings per

% Given the fatal employee incident, the maximum potential funding score for 2016 is 195% of target.
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Share. This ensures that funding is commensurate with the Company’s operating earnings and
the extent to which the company can afford to pay annual incentive compensation while also
serving the interests of its shareholders, customers and other stakeholders. It also:

e Further aligns the financial interests of all AEP employees with those of AEP’s
shareholders;

e Ensures that adequate earnings are generated for AEP’s shareholders and continued
investment in AEP’s business before employees are rewarded with annual incentive
compensation; and

e Aligns employee interests with those of regulated and other customers by strongly
encouraging expense discipline.

2016 Operating Earnings Per Share
Performance to Rewards Measure

225% T I I
The HR Committee of the
200% -+—{Board may adjust or amend the
| |EPS performance to rewards $3.95

175% +— measure and the resulting
° score at its discretion.
6150%
O
n
3125%
c
©
m_oo,x, $3.75
T I
W 75% \\
o
w 50% 7

I ‘\ $3.65, 33.3%
25% T+ payout
o 1B |

$3.50 $355 $360 $365 $3.70 $3.75 $3.80 $385 $390 $395 $4.00
Earnings Per Share

Safety— 10% Weight

AEP is undertaking a long-term, 5-year effort to transform our safety culture from “Good to
Great”. To accomplish this we will be transforming our approach to safety and building the
systems and culture needed to support and sustain world-class safety performance. This includes
building a proactive safety culture based on proactive measures and continuous improvement.

For 2016 the employee and contractor recordable case rate ICP measures, as well as the incident
severity rate measure, will be replaced with DART rate improvement to focus our attention on
incidents with potentially serious consequences. DART stand for Days Away, Restricted or job
Transfer and is an industry accepted measure that allows companies to focus on more serious

events.

DART Rate Improvement for Emplovees and Contractors (7.5% weight

e DART Rate = (Total Number of DART incidents x 200,000) + Total Hours Worked
o Threshold (0% payout) — 0% improvement vs. three-year average
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o Target (100% payout) — 10% Improvement vs. three-year average
o Maximum (200% payout) — 20% Improvement vs. three-year average

Fatality Measure (2.5% weight)
e (0% payout — Any fatal work related employee incident
e 100% payout — No fatal work related employee incident
e 200% payout — No fatal work related employee incident for at least two (2) years

At the business unit and Operating Company level we will also be establishing more proactive
measures,

2016 Strategic Initiatives (15% weight)
There are three areas of focus for AEP’s 2016 strategic initiatives, which reflect the major areas
on which AEP needs to make progress in order to enable our future success:

¢ Business Transformation

e Customer Experience

e Culture and Employee Engagement

Each of these focus areas includes several performance measures (shown in the table below) that
reflect some of the many transformative initiatives the company is undertaking.

2016 Strategic Initiatives Weight
Business Transformation 6%
Competitive Business Assessment of Non-PPA Plants 2%

AEP OnSite Partners and AEP Renewables Start-ups 2%
Transmission Business Expansion 2%
Customer Experience 5%
Quality of Service: SAIDI 2%
Quality of Service: J.D. Power Residential Overall Customer Satisfaction | 2%

Index

Network Remediation 1%

Culture & Employee Engagement 4%
Power Up & Lead 1%
Gallup Pulse Survey 1%
Diversity 1%
Lean Management Sustainability 1%
Total Strategic Initiative Weight 15%

Business Transformation (6% total weight)

Competitive Business Assessment for Non-PPA Plants (2% weight)
e Conclude strategic review process for non-PPA generation units by the end of 2016 to
achieve the strategic goal of reducing exposure to unregulated generation (2% weight)
o Threshold (0% payout) — if the strategic review is not completed and no
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recommendation is made to the Board to retain or sell the assets
o Target (100% payout) — if bids are solicited and firm, and either:
= Valuation results in a recommendation to retain these assets; OR
» The strategic process results in a signed contract for the sale of these
assets
o Maximum (200% payout) — The strategic process results in a signed contract for
the sale of these assets and a plan for the use of proceeds is completed and
approved by the Board

AEP OnSite Partners and AEP Renewables Start-ups (2% weight
e Enable start-up of AEP OnSite Partners and AEP Renewables by successfully building
and starting-up initial projects (substation, solar, etc.), closing the talent gap through
recruiting and training and preparing entities for Clean Power Plan (CPP) opportunities
o Threshold (0% payout) — no progress made or failure to execute projects currently
under way
o Target (100% payout) — modest backlog of $20M in the letter of intent (LOI)
phase projects
o Maximum (200% payout) — significant backlog of projects developed with a
minimum of $50M in LOI phase

Transmission Business Expansion (2% weight
e Achieve AEP Transmission Holdco business expansion by capturing long-term capex
investment opportunities® through a portfolio of activities, including:
* Approval and identification of projects through Tennessee Transco and
Telecom fiber build out through Transcos
s  RTO awarded projects to Transource
» Direct investment in, or licensing fees received by BOLD Transmission,
LLC
o Threshold (0% payout) — $100M
o Target (100% payout) — $200M
o Maximum (200% payout) — $300M

Customer Experience (5% total weight)

of Service - SAIDI (System Average Interruption Duration Index) — (2% Weight)

e SAIDI represents the total number of minutes the average customer has experienced
interruption over a 12 month time period excluding major events. Major event exclusions
and targets vary by Operating Company or jurisdiction due to PUC preference and
regional differences.

o OpCo Thresholds (0% payout) — 80% of target or 75% of target for KY Power
due to historic volatility

o OpCo Targets (100% payout) — Regulatory targets where applicable or a 10 year
glide path to the regional peer group average or, if the average has already been
achieved, maintain this average

* Capex captured in 2016 for investment in 2016 and future years
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o OpCo Maximums (200% payout) — 120% of target or 125% of target for KY
Power due to historic volatility

o Overall AEP performance will be determined based on a customer weighted
average of Operating Company performance scores

Quality of Service - J.D. Power and Associates (JDPA) Residential Overall Customer
Satisfaction Index (CSI) — (2% Weight)

e The overall CSI represents the aggregate score of numerous questions included in
JDPA’s annual residential customer satisfaction study. Operating Oova:vx ICP
measures and targets are based on the four waves of the study conducted during the
calendar year, not JDPA’s survey publication timeline.

o OpCo Thresholds (0% payout) — Current performance

o OpCo Targets (100% payout) — Improve performance on pace with peer group
improvement trend (1.5% - 2.4% depending on the OpCo)

o OpCo Maximums (200% payout) — the higher of 3% improvement or a 3-year
trajectory to achieve the regional peer average

o Overall AEP performance will be determined based on a customer weighted
average of Operating Company performance scores

Network Remediation (1% weight)
e Achieve the 2016 baseline replacement schedule, which is 32% of total 5 year plan.
o 0% - (75% of target) 286,931 circuit feet replaced (primary and secondary)
o 100% — (100% of target) 382,575 circuit feet replaced (primary and secondary)
o 200% — (125% of target) 478,218 circuit feet replaced (primary and secondary)

Culture & Employee Engagement (4% total weight)

Gallup Pulse Survey (1% weight)

e Achieve year over year improvement in our culture and engagement as demonstrated by
Gallup Survey Results (Overall Company* Grand Mean). The 2016 survey will be
conducted as a pulse survey, meaning that a sample of the population will be invited to
participate in the survey, not all employees. AEP’s 2015 Grand Mean score of 3.96 was
at the 39th percentile.’

o Thresholds (0% payout) - 0.07 improvement, which would bring AEP’s scores to
approximately the survey median
= A score increase of 0.07 is the average improvement seen from the second
to third year of participation in the Gallup survey
o Target (100% payout) - 0.10 improvement
o Maximum (200% payout) - 0.20 improvement

o AEP’s diversity goal is to increase the representation of women and minorities to

* Excludes AEP Texas because Texas is a full choice retail state and AEP does not bill customers directly, which
reduces customer interaction.

® This reflects AEP in total but businesses under strategic review (AEP Energy Partners, AEP Energy, Gavin Plant,
Lawrenceburg Plant, Waterford Plant and Darby Plant) will be excluded from both target and actual results.
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ultimately achieve parity between internal representation and external availability for all
AEP positions. To achieve this goal AEP will need to improve hiring rates for women
and minorities for all open positions and take steps to reduce attrition from these groups.
o The diversity measure is based on an employee weighted average of female and minority
representation rates for all Equal Employment Opportunity (EEO) categories, except
Officials and Managers, which are double weighted, with threshold, target and maximum
levels that are no lower than current representation rates
o Threshold (0% payout): AEP’s current representation rates + placement at 80% of
the hiring availability® rates for the positions AEP expects to recruit - attrition at
AEP’s current representation rates
o Target (100% payout): AEP’s current representation rates + placement at 100% of
the hiring availability rates for the positions AEP expects to recruit - attrition at
AEP’s current representation rates
o Maximum (200% payout): AEP’s current representation rates + placement at
120% of the hiring availability rates for the positions AEP expects to recruit -
attrition at AEP’s current representation rates

Power Up and Lead (1% weight
e Support our overall culture improvement efforts through Power up & Lead. This
objective will be measured by the number of employees that participate in Power up &
Lead workshops in 2016.
o Threshold (0% payout) - 3,900 participants
o Target (100% payout) - 5,200 participants
o Maximum (200% payout) - 6,500 participants

Phase 1 Lean Management System (LMS) Deployment (1% weight

e Continue the emphasis on Lean in both pilot and non-pilot areas.
e Pilot areas include:
o Development of a Change Management and Communication strategy
o Development of a plan to align people systems and technology with lean strategy
to enable continuous improvement
o Utilization of lean tools, visual management, standard work, lean leader standard
work (defining what a leader does on a daily, weekly, monthly basis to enable
problem solving at all levels of the organization), and creating accountability
e Non-pilot areas include implementation of basic lean leader standard work and solidify
understanding of lean concepts, tools, and metrics
e Threshold (0% payout) - 1 pilot area’ and 30 non-pilot areas complete
e Target (100% payout) - 3 pilot areas and 40 non-pilot areas complete
e Maximum (200% payout) - 3 pilot areas and 50 non-pilot areas complete plus pilots
initiated in 3 other areas

¢ Hiring availability is the weighted internal and external availability for the historical mix of internal and external
candidates selected for each opportunity. External availability is based on census data for the local, regional or
national area from which AEP expects to select for each position. Internal availability is based on AEP’s
representation rates for the internal positions from which AEP historically recruits for each opportunity.

7 Areas are generation plants, transmission areas, distribution districts, and other groups
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Modifier

The Modifier is a normalizing function that allocates the available funding to each business unit
and operating company based on the group’s relative performance score. After the modifier is
applied, the weighted average overall final score for all groups, before the overall 200%
maximum is applied, is equal to the funding score. This insures that the sum of all awards equals
the funding available based on the funding scores.

The modifier is calculated as the Weighted Average Funding Score, divided by the Average
Operating Performance Score (AOPS)® for all incentive plans as shown below:

Weighted Avg. Funding Score
AOPS

= Modifier

CEQO Performance Adjustment

The CEO Adjustment may be used to increase or decrease the Overall Score’ for the Plan to the
extent that the CEO or Plan Compensation Committee determines that the Overall Score does not
appropriately reflect the group’s performance for the year. Such adjustments may be used to
capture those aspects of a group’s performance that are difficult to quantify or that were not
adequately included in the performance measures established at the beginning of the year. For
example, the CEO Performance Adjustment might be used to reward a group for successfully
completing an important project that was not anticipated at the time the ICP goals were
established.

Individual Performance Factor

Management determines individual awards for all employees in positions in the new SP20 salary
plan as well as those in exempt, nonexempt supervisor, administrative, technical, and customer
solutions center salary plan positions. These determinations are based on an assessment of each
employee’s relative individual performance, the value of their contribution to AEP, business
unit, department and individual goals and other business factors, potentially including recent and
pending employment changes. The Individual Performance Factor has a lower limit of 0% and
no upper limit. However, the approval of a member of the Executive Council is required for
individual awards in excess of a participant’s maximum award opportunity (see the Target and
Maximum Awards section below). In addition managers cannot exceed their award pool.

In determining Individual Performance Factors, managers are expected to assess employee
performance and contribution relative to other employees in the same position and the
performance expectations for that position, to avoid a bias in favor of positions at both higher
and lower reporting and grade levels in the organization.

% AOPS is the average of the Composite Scores for all incentive groups weighted by the aggregate target incentive
award for all participants in each incentive group (see attached scorecard for an example).

? See Sample Scorecard for the definition and an example of the calculation of the Overall Score.



Eligible Earnings

ICP Eligible Earnings include the following:

1. Regular Earnings — Straight Rate

2. Paid Vacation

3. Paid Holidays

4. Paid Personal Days Off

5. Sick Pay (Non-occupational & Occupational)
6. Paid Jury Duty

7. Paid Death in Family

8. Paid Rest Period

9. Inclement Weather Pay

10. Lump Sum Merit Increase

11. Lump Sum General Increase

12. Grievance Settlement for Wages

13. Overtime — Nonexempt and Exempt
14. Shift Premium

15. Sunday Premium

16. Military Pay

17. Trip Pay (River)
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Earnings not classified as one of the above types in AEP’s payroll system are not considered for

award calculation purposes.

Target and Maximum Award Opportunity

A participant’s target award percent is based on the salary grade for his/her position as of the
last day of the last full pay period of the year, as shown in the chart below, except as discussed
below for employees in positions at or above SP20 salary plan grade 12 or EXEM salary plan

grade 30 who change jobs during the year:

New Grade Structure

 Salary Plan Grade Target %"
1 5%
2 5%
SP20 (includes non- 3 5%
"k o 4 6%
exempt administrative, 5 3%
technical and non- 6 9%
exempt supervisor M #MM\A,
e 0
positions moved to the 9 15%
new SP20 grade 10 20%
structure) 11 25%
12 30%
13 35%
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Salary Plan Grade Target %:
14 40%
15 45%
16 50%
17 55%
18 60%
19 80%
20 (CEO) 125%
"Asa percent of eligible earnings.
Old Grade Structures
Salary Plan Grade Target %*
NESU (nonexempt supervisors) 05N 7%
All nonexempt salary structures
and wage schedules except SP20 | All grades 5%
and NESU
1-6 5%
7-12 7%
13-20 10%
21-24 15%
25-26 17%
27 20%
28 22%
EXEM Amxoaﬁo 29 25%,
30-32 27%
33 30%
34-35 35%
36 40%
38 45%
40 50%

" As a percent of eligible earning

S.
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A participant’s maximum individual award percent is the greater of two times his or her target

award percent or the Overall Score for the Plan plus 50% of the target score. This feature

enables managers to positively differentiate awards by up to 50% of an employee’s target award

to reflect strong individual employee performance even if the Overall Score for the Plan is

between 150% and the 200% of target maximum score. A participant’s target and maximum
award opportunity is their target or maximum award percent multiplied by their eligible earnings.
The approval of a member of AEP’s Executive Council in the participant’s chain of command is

1

0
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required for awards in excess of a participant’s maximum award opportunity.

The award opportunity for employees in SP20 salary plan grade 12 or EXEM salary plan grade
30 and higher positions at any point during the plan year who change jobs during the Plan Year
will be prorated and calculated as the total of the independently calculated award opportunities
for each position held during the Plan Year, including the earnings, target award percent, and
Overall Score for each such position. This calculation will be performed as shown in the
example below:

Position 1: Earnings * Target Award % * Overall Score = § Pos 1
Position 2: Earnings * Target Award % * Overall Score = $ Pos 2
Position 3: Earnings * Target Award % * Overall Score = § Pos 3
= Total Award Opportunity

The target awards for employees in positions below salary grade 30 for the entire Plan Year will
be calculated based on the target percent and Overall Score for the position held as of the last day
of the last full pay period of the Plan Year.

Award Calculation

Because the Plan includes several discretionary factors, attainment of performance objectives
does not guarantee the payment of awards. An award pool will be calculated for each group
based on the scores for each performance measure as soon as practical after the conclusion of the
Plan Year. The final score for each performance objective is rounded to three decimal places.

The Modifier is computed as follows:

e AEP’s funding measures are compared to their performance targets to determine their
performance scores, which are rounded to three decimal places (e.g., 105.5% or 1.055).
The Weighted Average Score is then calculated based on the weight assigned to each
funding measure.

o The Average Operating Performance Score (AOPS) is the average of the Composite
Scores for all annual incentive plans (each of which is rounded to three decimal places)
weighted by the sum of the incentive targets for all participants in each plan. AOPS is
then rounded to three decimal places (e.g., 125.7% or 1.257).

e The Modifier is the Weighted Average Score for the Funding Measures divided by
AOPS, the result of which is rounded to three decimal places (e.g., 1.055/1.257 = .839)

Board Policy on Recouping Executive Compensation from LTIP Participants

This policy applies to employees who participate in the Company’s Long Term Incentive
Compensation Plan (LTIP) and relates to incentive compensation paid or payable to such
employees, whether under the LTIP, this Plan, or otherwise.

The Board of Directors believes that incentive compensation provided by the Company should
be reimbursed to the Company if, in the Board’s determination:
e Such incentive compensation was predicated upon the achievement of financial or other
results that were subsequently materially restated or corrected,

11
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e The employee from whom such reimbursement is sought engaged in misconduct that
caused or partially caused the need for the restatement or correction, and

e A lower payment would have been made to the employee based upon the restated or
corrected financial results.

Therefore, if and to the extent that, in the Board’s view, the above conditions have been met and
such reimbursement is warranted by the facts and circumstances of the particular case or if the
applicable legal requirements impose more stringent requirements on AEP to obtain
reimbursement of such compensation, then you will be required to reimburse AEP for the value
of such compensation paid to you. AEP also may retain any deferred compensation previously
credited to you and not paid, provided that AEP will retain such deferred compensation only if,
when and to the extent that it otherwise becomes payable to you.

This right to reimbursement is in addition to, and not in substitution for, any and all other rights
AEP might have to pursue reimbursement or such other remedies against an employee for
misconduct in the course of employment by AEP or otherwise based on applicable legal
considerations, all of which are expressly retained by AEP.

Administration

Plan Compensation Committee

The Plan is administered by the HR Committee of the Board of Directors with respect to
executives in the HR Committee Review Group and a Plan Compensation Committee consisting
of AEP’s CEQ, COO, CFO, General Counsel, Chief Administrative Officer and Top Human
Resources officer with respect to all other employees, in either case (“the Committee™). The
CEO of American Electric Power Company, Inc. may change the composition and number of
members of the Plan Compensation Committee at any time for any reason. The Committee may
delegate day-to-day authority to administer the Plan, as they deem appropriate. In lieu of an
official meeting, the Committee may act by written or electronic consent of a majority of its
members. The Committee’s interpretations of the Plan provisions are conclusive and binding on
all Participants.

The Committee has sole authority to amend or terminate the Plan and may do so at any time, for
any reason, either with or without notice. The Committee may adopt, delete, modify or adjust
performance objectives, metrics and weights at any time, including after the conclusion of a Plan
Year, should the Committee determine that changes in AEP’s structure or other significant
business situations would produce Overall Scores or awards for a Plan Year that are not
reflective of the underlying economics and profitability of the business. The Committee may
also modify the eligibility criteria for the Plan, add or delete individual participants or groups of
participants and adjust any or all award payouts.

Executive Council members with management responsibility for a business unit or staff function
served by the Plan have the authority to increase or decrease the award pool for any group under
their purview, provided that such adjustments do not increase the total of all award pools under
their purview.
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Plan Year
A “Plan Year” begins on January 1* and ends on December 31* of each year for which the Plan

is in effect.

Participation
All full-time and regular part-time AEP employees who are actively employed during the Plan
Year will be “Participants” in the Plan for such Plan Year except:

1. Employees participating in any other annual AEP incentive plan,

2. Employees participating in any other plan or agreement that explicitly excludes their
participation in the Plan or annual incentive compensation plans in general,

3. Employees represented by unions that decline the opportunity to participate in the Plan or
all similar incentive plans,

4. Temporary employees and contract workers, and

5. Employees hired by AEP on or after December 1 of such Plan Year.

Participation in an incentive compensation plan in any Plan Year shall not confer any right to
continued employment or to continued participation in the Plan for any subsequent Plan Year.

Participant Responsibility

Plan Participants are expected to comply with all applicable Company policies and directives as
well as all applicable laws and regulations. Failure to do so may have many serious
consequences, including but not limited to forfeiture of Plan eligibility in the current and future

Plan Years.

Award Eligibility
Participants must be actively employed on the last day of such Plan Year to be eligible to receive
an award for that Plan Year, except as otherwise noted below.

If a Participant transfers during the Plan Year to a position that is ineligible to participate in the
Plan, then such Participant will be ineligible to receive an award for such Plan Year from the
Plan, unless the participant was a salary grade 30 or higher employee during the Plan Year as
specified in the “Target and Maximum Award Opportunity” section above.

If a participant is on Leave of Absence status as of the last day of the Plan Year, the Participant
will be eligible to receive an award for the Plan Year to the extent that they have eligible
earnings for the Plan Year.

Employees who become inactive during the Plan Year due to participation in an AEP long-term
disability plan will be eligible to receive an award for that Plan Year to the extent that they have
eligible earnings for the Plan Year, although long-term disability benefits are not ICP eligible
earnings.

Participants forfeit their incentive plan eligibility if they are discharged for cause or resign in lieu

of being “discharged for cause” at any time prior to the award payment date, unless the Plan
Compensation Committee approves an award payment to such employee.

13
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Satisfaction of eligibility criteria does not guarantee the payment of any awards.

Termination Due to Death or Retirement

Participants remain eligible for an award, based on their eligible earnings for a Plan Year, if their
employment with AEP is terminated during the Plan Year due to their death or retirement. In the
event of a Participant's death, any award to which they would otherwise be entitled will become
payable to the Participant’s estate. For the purposes of the Plan, “retirement” is defined as
termination of employment for any reason other than for cause or as part of a voluntary or
involuntary severance or layoff, after the Participant attains at least age 55 and five years of AEP
service.

Termination Due to Voluntary and Involuntary Severance and Layoffs
Due to the severe financial constraints that generally give rise to the need for employee
severances and layoffs, Participants with both discretionary and non-discretionary award
opportunities are ineligible for an award if they would have a separation from service with AEP
during the Plan Year as part of a voluntary or involuntary severance program or a layoff as
defined under a collective bargaining agreement or the Supplemental Handbook and they are not
rehired during the Plan Year. Severed employees are ineligible for an award even if, in
connection with their severance, they are (a) placed on a Leave of Absence or (b) offered, but
fail to meet the qualifications to be paid a severance benefit (e.g., if they would fail to timely
sign and return, a Severance and Release of All Claims Agreement). In the event a severed
employee is rehired during the Plan Year, such Participant will be eligible for an award only to
the extent of their earnings for the period after they were rehired.

Resignations after the Plan Year

Participants who are actively employed on the last day of a Plan Year but who subsequently
voluntarily resign their employment remain eligible for an award. However, for discretionary
participants, their actual or pending voluntary resignation is a business factor that management
may consider in determining their award payment, if any.

Award Payment

Award payment will be made within 2-1/2 months after the end of the year or as soon as
practical thereafter if it is impractical, either administratively or economically, to make payments
within this time period.

The Plan is hereby approved by:

i \wt\«\‘ "
L.

mu.wmszi.‘wmmam.i Date: < 25
EVP Transmission

14
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Appendix
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ﬂ@ 2016 Transmission ICP Plan

Changes/Additions from 2015 Plan:

= Safety & Culture Excellence: weighting increased to 35%; “Days Away, Restrictions and
Transfers” or DART rate for employees and contractors replaces severity and recordable rates;
Field Observations and Visits will continue; the Culture component will focus on completion of
culture action plans and the completion of Power-Up & Lead training.

= Build Infrastructure: replaces Financial category and is weighted at 45%; includes AEPTHC
Earnings, Transco & OPCO Plant in Service and Strategic Initiatives with a focus on the growth of

the Transmission business.

= Customer Experience: replaces Operational & Strategic Initiatives; weighted at 20%; includes
SAIDI Targets and pro-active work plan, Customer Outreach efforts and strategic initiatives

“““ “ “ TRANSMISSION
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Draft 2016 Transmission ICP Plan

Dart Rate 0.0=0.64
10% 1.0=0.58
Standard Industry Safety Metric
2.0=0.51
Safety
Proactive Safety Measures Various - Scoring
based
Initiatives aimed at improving long-term performance: QA, Risk Prioritization, Establish 20% ngMHaM“ﬁ of
Leading Indicators, Site Inspections milestones
Culture Action Plans 0.0=80%
Performance based on the number of Leaders with Culture Action Plans in response to 2.5% 1.0=90%
the Gallup survey 2.0 = 100%
Culture
Power Up & Lead 0.0=500
Performance based on the number of employees who participate in scheduled training 2.5% 1.0=560
2.0=600
Subtotal - Safety & Culture 35%
0.0=5205M
AEPTHC Earnings Aligned with corporate targets 20% 1.0=5220M
2.0=5230M
0.0=52.08
Transco & OpCo ) : ; ’
. . Plantin service targets for Transco and Operating companies 15% 1.0=52.28
Plant in Service
2.0=52.3B
0.0=5$100M
Strategic Initiatives | Transmission business expansion goals 10% 1.0=5200M
2.0=5300M
Subtotal - Build Infrastructure 45%

H TRANSMISSION
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H@ Draft 2016 Transmission ICP Plan

0.0=40.3
Performance based on the achievement of operating company
Cust r Reliabili 5.0% .0=33.
SromErBelianticy SAIDI Targets and completion of pro-active work plans L0536
2.0=26.9
Customer Outreach Identification of top-tier customers, determination of their Scoring based on
and Relationship service requirements (including worst performing circuits) and 5.0% achievement of
Management resulting work/mitigation plans milestones
0.0>=4 Violations
. Performance based on limiting Environmental enforcement ) <L
Env. Compliance { 2.0% | 1.0<=2Violations
action by a state agency
2.0=0Violations
0.0 <85% Internally
Found
Performance based on the self-reporti f potential 1.0 =<85% Internall
NERC Compliance , i e oo e 2.0% 2 “oczaumsm ;
compliance issues and adhering to NERC reliability standards 2.0=100% Internally
Found
Performance based on assisting Infrastructure & Business ;
2o : : : Scoring based on
Emergency Resp. / Continuity (1&BC) group in developing, testing, and =
. ; " 3 1.0% achievement of
ICS implementing AEP’s Emergency Response Plan and Incident :
milestones
Command Center.
Project Scoping & Execution Scoring based on
Strategic Initiatives TOMSS 5.0% achievement of
milestones
Subtotal - Customer Experience 20%
TOTAL - ALLICP SECTIONS 100%

““ _ “ “ TRANSMISSION
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2016 Plan Details

ﬂ TRANSMISSION
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Safety & Culture — 35%
1) Safety - 30%

performance.

5%

2) Culture -5%

a. Culture Action Plans —2.5%

a. DART Rate for both Employees and Contractors (10%)

i. DART Rate = (Total Number of DART incidents x 200,000) / Total Hours Worked. No
improvement = 0.0; 15% =1.0; 30% = 2.0

b. Proactive Performance Metrics: Proactive initiatives aimed at improving long term safety

. Quality Assurance on Job Site Observations — 5%
. Identify and address top five high risk activities — 5%

. Good Catch — Increase the number and quality “Good Catch” (Near Miss) reporting —

iv. Site Inspection Program — Review material yards, substations, generating plants,
warehouses, office buildings; inspect, prioritize and develop mitigation plans-5%

. Action plans based on 2015 AEP Culture Survey (Gallup Survey) results will be
developed through peer-to-peer and work team discussions

. Performance timeframe: Leaders upload one “impact plan” in the system by 04/08/16;
2.0 = Leaders upload two or more “impact plans” in the system by 04/08/16. Leaders
shall update these plans at least once by 12/31/2016

iii. Targets:
Culture Action Plans 0.0 1.0
Percent Leaders with Impact Plans
and updated 1 time during 2016 <80% >=90%
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Safety & Culture — 35%

a. Power Up and Lead —2.5%

i. Power up & lead is part of AEP’s Culture Shaping Initiative designed to help us be even
more effective at living our values and getting even better results. The workshop
increases effectiveness at the individual level, improves team performance, and helps
employees work together across the organization.

ii. Targets:
PowerUp and Lead 0.0 1.0 2.0
Year-end target of training 560
FTEs in 2016 <500 >=560 >=600
iii. Execution Timeframe:

PowerUp and Lead

Jan |Feb| Mar|Aprl May|Jun|Jul|{ Aug|Sep| Oct| Nov| Dec| Total
Planned 56 | 56| 56 [56| 56 |112{ 0| S6 |56 { 0 | 56 | 0 | 560
Cumulative Planned 56 | 112 168 {224] 280 | 392|392| 448 | 504 | 504 | 560 | 560 | 560
Actual 0 0 0 0 0 0]o0 0 0 0 0 0 0
Actual Cumulative olofo]Jojo]|J]oJo[o]J]o]ojo]o 0
PowerUp and Lead
600 560
500
400 \
300 -
200 \ —
100 \
,Cm m mowm B mm m
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
B Planned #0000 Actual s====Cumulative Planned === Actual Cumulative
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Build Infrastructure — 45%

1) AEPTHC Earnings - 20%

a. Current projected earnings for AEPTHC are $212M or .43 per share, a 10% increase over 2015

earnings
b. Targets:
Build Infrastructure Category 0.0 1.0 2.0
AEPTHC Earnings (SM) $205M $220M $230M

2) Transco & OpCo Plant in Service — 15%

a. The total PIS target for Transco’s and OpCo’s for 2016 is $2.2B, evenly split between Transco &

Opco
b. Targets:
Build Infrastructure Category 0.0 1.0 2.0
Transco / OPCo Plant in Service (SM) $2,000M $2,250M $2,300M

3) Transmission Business Expansion — 10%

a. Objective: Achieve AEP Transmission Holdco business expansion by capturing long-term capex
investment opportunities through a portfolio of activities.

b. Goals: Approval and identification of projects through Tennessee Transco and Telecom fiber
build out through Transcos

i. Tennessee Transco Sub Goals:
e Evaluate options for Transmission projects in Tennessee to built by existing or a

new Transco

e Perform alegal and regulatory analysis and make necessary State and FERC
regulatory filing to effectuate a Transco for projects in Tennessee

e QObtain the necessary regulatory approvals

e Secure internal Cl approval for projects in Tennessee




KPSC Case No. 2017-00179

KIUC's First Set of Data Requests Dated August 14th, 2017
Item No. 30

Attachment 1

Page 148 of 392

Build Infrastructure — 45%

ii. Telecom

o Perform a legal accounting and regulatory analysis to classify the Telecom build
out as Transmission assets

e Develop guidelines to the extend the existing Projects selection Guidelines to
enable them to classify these investments as Transco

e Submit and Secure internal Cl approval for projects in Tennessee

b. RTO awarded projects to Transource
i.  Submit bids for various competitive projects in PJM, MISO and SPP
ii.  Secure competitive projects from RTO’s through the various competitive processes

c. Direct investment in, or licensing fees received by BOLD

d. Targets:
Build Infrastructure Category 0.0 1.0 2.0
Transmission Business Expansion (SM) $100M $200M S300M

*Capex captured in 2016 for investment in 2016 and future years
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Customer Experience — 20%
1) Customer Reliability — 5%

a. Customer Reliability initiatives include the development and execution of work plans {Proactive

SAIDI Improvement Activities — 2.5%) and hard SAIDI targets (2.5%)

b. Development of work plans and targets will be a cooperative effort between the operating

companies and Transmission

i. Performance considerations: Funding, certain outage cancellations, change in design or

strategy
c. Targets:
Proactive SAID! Improvement Activities 0.0 1.0 2.0
Completion of Completion of Completion of
less than 50% 75% of 100% of
Completion rate of proactive initiatives ewm__ﬁhm“ﬂm -.M.mﬂﬂ. .w_.wmm”%
driven driven driven
projects by projects by projects by
December 31. December 31. December 31.
ICP Score 0.00 1.00 2.00
(50%) Number of Animal Mitigation
Fences installed per Operating
Company 2 3 4
{50%) Number of arresters replaced on
Transformers per operating company
APCO 55 83 110
1&M 27 41 54
KYpP 0 0 0|TMM not funded
AEP Ohio 58 86 115
PSO 49 74 98
SWEPCo 48 72 96
TX 30 45 60
Total 267 400 533
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Customer Experience — 20%

d. Targets:

SAIDI 0.0

1.0 2.0

T-SAIDI AEP Total 40.3

33.6 26.9

2) Outreach and Relationship Management - 5%

a. ldentification of worst performing circuits per operating company using a variety of metrics

such as TSAIDI, TSAIFI, CMI, SAIDI, and TMAIFI.

b. Development of related mitigation plans to address worst performers. Operating companies,
wholesale and large retail customers will be engaged in the development of mitigation plans.
Target and scoring will be based on the achievement of milestones related to the analysis and

identification of worst performing circuits and the development of related mitigation plans.

¢. Muni/ Co-op / Large Industrials - Transmission will hold meetings with wholesale and large
industrial customers that are served directly from Transmission to determine reliability and

service concerns. The meetings will be used to discuss plans to address customer concerns, and

identify mitigation plans, as warranted.
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Customer Experience — 20%

d. Targets:
Relative
Goal Weight (5%) 0.0 1.0 2.0
Identify fo&.ﬁ . dentification of Identification of
performing circuits Benitiication at o e rehin for
by operating Identification of top tap 19 oLt worst
; . performing ,
company and discuss 10 worst performing facilities for each performing
with operating facilities by facilities that
customer that .
company and customer require capital require O&M or
distribution mitigation nm.u._ﬁm_ ;
organizations 33% mitigations
Identify mitigation
plans for top 10
Development of worst performing
ol facilities in Move
mitigation plans to itigati
& P 33% collaboration with Move mitigation mitigation plans
address worst A plans to Gate 0.5
operating to Gate 1.0
performers companies and
distribution
organizations
Meetings held U_.m%EM._o: o_,n
Meetings with o held with at least 80% __,mm___o: plans
identified whole sale .mmﬂ_zmm not he of customers, EH 2
. ; 34% with at least 80% of identified
and major retail ) e but not all
identified customers mitization olans whole sale and
customers um<mm_o ma_u major retail
P customers

2) Environmental Compliance -2 %

a. Notice of Violations — defined as: A formal environmental enforcement action.

e A formal environmental enforcement action shall constitute a measurable NOV. The
total number of environmental-related NOVs received by Transmission as a result of an
action or programmatic deficiency that occurred during the plan year shall be tallied on
a “points” basis. NOVs resulting from an issue or event identified by a governing
agency shall be counted as 2 points. NOVs resulting from a self-reported issue or event
shall count as 1 point. Environmental NOVs to be excluded from this metric shall be

those resulting from events that are;

e Deemed uncontrollable (as determined by Environmental Services and Transmission

Senior Leadership), or
e Have at most a minor environmental impact, or
e Qutside the control of the Transmission organization.
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Customer Experience — 20%

b. Targets:
Environmental Compliance 0.0 1.0 2.0
Notice of Violations - Number 4 2 0

1) NERC Compliance - 2%

a. Ensure timely and accurate completion of all NERC Compliance deliverables based on:
e Compliance Monitoring and Enforcement Program (CMEP) deliverables
e Mitigation Milestones
e Improve self-reporting of issues
e Improve Reliability Compliance with respect Reliability Standards and their monitoring and
enforcement
e Analyze AEP compliance practices and identify compliance improvement opportunities
e Improve awareness of compliance across Transmission

This measure is designed to ensure we are in compliance with the NERC Reliability Standards and
Requirements. 100% of the target will be based on Strategic Compliance Initiatives. An adder of up to
100% of the target will be based on identifying potential compliance issues through internal methods
compared to having violations identified by external parties.

b. Strategic Compliance Initiatives - Since NERC Reliability Compliance continues to evolve,
Transmission needs to implement systems, procedures, and policies to effectively implement our
program. These goals are divided into various categories. A) Ensure timely and accurate
completion of all CMEP deliverables and Mitigation Milestones, B) Improve self-reporting of issues,
C) Improve Reliability Compliance with respect to Reliability Standards and their monitoring and
enforcement, D) Analyze Transmission compliance practices, and identify compliance improvement
opportunities, and E) Improve compliance awareness across Transmission.

e Stretch Goal: Improve Self-Reporting of Compliance Issues - NERC and the Regional Entities
view violations that have been self-reported more positively than violations that have been
discovered through events or through audits. Self-reports typically result in lower fines for
each violation. This is discussed further in the NERC Rules of Procedure Appendix 4B -
Sanction Guidelines of the North American Electric Reliability Corporation. Also, a cultural
habit of identifying our own issues (i.e. self-reporting) allows AEP to assess its internal
systems and processes, enabling continuous improvement.

e The metric is calculated per quarter by dividing the sum of self-identified issues by the sum
of the total unique Potential Violations across AEP’s regions. The average of the 4 quarters
is then used to for the final multiplier.




KPSC Case No. 2017-00179
KIUC's First Set of Data Requests Dated August 14th, 2017

Iltem No. 30
Attachment 1
Page 153 of 392

Customer Experience — 20%
c. Targets:

= 100 % of Issues Internally Found = 2.0 x ICP

e Zero internally discovered with zero externally discovered is also

considered to be 100%

®  95% of Issues Internally Found - 1.75 x ICP
= 90% of Issues Internally Found = 1.5 x ICP

= 85% of Issues Internally Found - 1.25 x ICP

»  <85% of Issues Internally Found — 1.0 x ICP

e The ICP is calculated each quarter. Each quarter is weighted as 25% of the total.

e Sample ICP Calculation:

% Internally Identified

Quarter ICP multiplier

Weighted 25% each Q

Qi Q2 Q3 Q4
33% 96% 89% 92%
1.00 1.75 1.25 1.50 Final
Multiplier
0.25 4375 3125 375 1.375
0.25

5) Emergency Response / Incident Command Center — 1%

Assist the AEP Service Corporation Infrastructure & Business Continuity (I&BC) group in developing, testing,
and implementing AEP’s Emergency Response Plan and Incident Command Center.

a. Assist I1&BCin implementing WebEOC by December 15, 2016. (50%)

o Participate in design and development of WebEOC.

o Assign and enter user roles.

o Complete end-user training for key personnel.

b. Targets:

Emergency Response 0.0 1.0 2.0
Meets ICP
goal, plus
conducts
additional

Implement WebEOC WebEOQC

Does not training for
complete remaining
any aspect Meets ICP Transmission
of goal. goal. employees
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Customer Experience — 20%
Utilize the Incident Command System (ICS) per the Emergency Response Plan (ERP) during all level

c.
[l or greater storm events beginning January 1, 2016. (50%)

o Participate with OPCos in conducting After Action Reviews following storm events. AEP
Transmission shall conduct its own After Action Review and will be held accountable for its
evaluation of performance.

d. Targets:

Incident Command Center 0.0 1.0 2.0
Meets ICP
goal plus
conduct a

Full
Functional
. X ICS training
Utilization during Storm Event Exarcicntor a
Level | or
Level Il event
Does not that includes
complete participation
any aspect Meets ICP by
of goal. goal. Transmission.

Note: If AEP does not experience an appropriate level storm during 2016, the ICP measure impacted will roll up equitably to the other goal(s).

6) Strategic Initiatives — 5%

a. Project Scoping & Execution. Conduct project “lookbacks” by utilizing the capital
excellence team to identify lessons learned best practices, and overall project
performance that will be shared across the business unit. These project “lookbacks” will
help address longer term capital programs scoping, estimation and execution
performance.

b. Objective: Enhance the customer experience for both internal (OpCos) and external
customers through improved product reliability , a focus on customer satisfaction, and
better work processes, systems and infrastructure.

c. Targets:
Project Scoping & Execution. 0.0 1.0 2.0

Conduct project “lookbacks” by
utilizing the capital excellence

team to identify lessons learned <4 lookbacks _ _MUM . _ xmwn_a
best practices, and overall oo oo )

project performance that will be

shared across the business unit.




KPSC Case No. 2017-00179
KIUC's First Set of Data Requests Dated August 14th, 2017

Item No. 30
Attachment 1

Page 155 of 392

Customer Experience — 20%

d. TOMSS (Transmission Outage Management Strategy and System): Phase 2
i. Objective: The objective for Transmission’s TOMSS initiative, Phase 2, is to

operationalize the TOMSS system in the Ohio jurisdiction and be TOMSS compliant in

Ohio by 12/31/2016.

e. Milestones:

2016 Milestones and Due Dates
Milestone Due Date Notes
1. Scheduling Teams in TFS and TEPS Q2 2016 ‘Operational” means having scheduling staff|
operational in Ohio Jurisdiction n place with ability to analyze, optimize and
schedule relevant project outages
2. TOMSS Integration & Change Q2 2016 Completed plan approved by steering
Management Plan committee
Completed
3. TOMSS Process Support Team Q3 20116 ‘Operational” means having support staff in
operational place to analyze, report, and communicate
TOMSS performance to  Transmission
Stakeholders.
4. Ohio jurisdiction TOMSS Q4 2016 ‘TOMSS Compliant” means Ohio Jurisdiction
Compliant following the spirit of TOMSS business rules.
This will be demonstrated through analysis
provided by TOMSS Process Support team
f.  Targets
TOMSS 0.0 1.0 2.0
0 2
Completed Completed 4 Completed
2016 Deliverables Milestones Milestones Milestones




KPSC Case No. 2017-00179
KIUC's First Set of Data Requests Dated August 14th, 2017

Item No. 30
Attachment 1

Page 156 of 392

American Electric Power
Annual Incentive Compensation Plan
Operating Company

Introduction

The objectives of AEP’s Annual Incentive Compensation Plan (the Plan) are to:

> Attract, retain, engage and motivate employees to further the objectives of the company, its
customers and the communities it serves;

» Enable high performance by communicating and aligning employee efforts with the Plan’s
performance objectives; and

> Foster the creation of sustainable shareholder value through achievement of AEP’s goals.

2017 Overview

For 2017 the Executive Council, each Operating Company, Customer and Distribution Services
(C&DS), Regulated Generation, Competitive Generation, Transmission, Nuclear Generation, and
Energy Supply (non-generation), have an annual incentive compensation plan (ICP) with
separate goals. All staff groups participate in the ICP program based on the funding measures
described below and do not have separate function level incentive goals.

The Plan provides annual incentive compensation to motivate and reward employees based on
AEP’s performance, business unit performance (if applicable) and, for employees whose payout
is discretionary, their individual performance. Annual incentive funding for all plans is tied to
AEP’s Operating Earnings per Share (70% weight), safety (10% weight) and strategic initiatives
(15% weight).

Linking annual incentive compensation to AEP’s earnings aligns it with the value employees
have created and ensures that AEP meets its commitments to all other stakeholders before setting
aside dollars for employee rewards. Relative individual performance is reflected in managers’
discretionary allocations from their award pool for all employees in positions in the new (SP20)
and exempt salary plans. Group or team performance may also be reflected through
discretionary adjustments in the allocation of funding from the annual incentive pool at higher
organizational levels.

Each ICP includes a balanced scorecard of performance measures in four categories:
e Financial
e Customer
e Safety and Compliance
e Culture and Employee Engagement

The Plan is intended to drive the achievement of these objectives by clearly communicating
them, conveying their importance, aligning employee efforts toward their achievement and
further motivating employees to achieve them. This balanced scorecard encourages the
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achievement of all types of objectives, rather than the achievement of a few objectives, such as
financial objectives, at the expense of others, such as customer service, reliability, safety or
compliance.

Performance measures are selected, whenever practical, to provide a “line of sight” that enables
employees to see how the work they perform affects their annual incentive award. Objective and
quantifiable performance measures are used when they are available but the Plan also includes
subjective assessments of performance in less quantifiable areas and for individual performance
assessments.

Safety remains the first priority irrespective of the ICP goals and other objectives the Company
establishes. To help ensure that all employees have a personal stake in maintaining safe work
practices a substantial portion of every plan is tied to safety for both AEP employees and
contract workers.

Operating Performance Measures and Weights

Specific performance measures vary by business unit and operating company. The score for
each performance measure may range from 0% to 200% of target.

Refer to Appendix A

2017 Funding Measures

The 2017 funding measures were established by the HR Committee of the Board early in 2017.
The maximum funding available is 200% of target funding. As in past years, the CEO and HR
Committee of the Board have discretion to adjust annual incentive funding. All incentive plan
funding is contingent on AEP achieving operating earnings of at least $3.55 per share for 2017.

Operating Earnings Per Share — 70%

AEP is committed to generating sustainable value for all its stakeholders through its earnings and
growth. Therefore 70% of annual incentive funding is tied to AEP’s Operating Earnings per
Share. This ensures that funding is commensurate with the Company’s operating earnings and
the extent to which the company can afford to pay annual incentive compensation while also
serving the interests of its shareholders, customers and other stakeholders. It also:

e Aligns employee interests with those of customers by strongly encouraging expense
discipline;
e Ensures that adequate earnings are generated for AEP’s shareholders and continued

investment in AEP’s business before employees are rewarded with annual incentive
compensation; and

e Further aligns the financial interests of all AEP employees with the results employees
deliver to the Company and all its stakeholders.
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2017 Performance to Rewards Measure
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Operating Earnings Per Share

Safety and Compliance — 12% Weight

AEP is transforming our safety culture from “Good to Great” by building the systems and culture
needed to support and sustain world-class safety performance. This includes building a safety
culture based on proactive measures and continuous improvement.

For 2017 DART rate improvement will be measured to focus our attention on incidents with
potentially serious consequences. DART stand for Days Away, Restricted or job Transfer and is
an industry accepted measure that allows companies to focus on more serious events.

DART Rate Improvement for Employees and Contractors (7% weight)
e DART Rate = (Total Number of DART incidents x 200,000) + Total Hours Worked
0 Threshold (0% payout) — 0% improvement vs. three-year average
0 Target (100% payout) — 10% Improvement vs. three-year average
0 Maximum (200% payout) — 20% Improvement vs. three-year average

Zero Harm (3% weight)
e Zero Employee Fatalities (1.5% weight)
0 Threshold (0% payout) — 1 or more fatalities
o0 Maximum (200% payout) — No Fatalities

e Zero Contractor Fatalities (1.5% weight)
0 Threshold (0% payout) — 1 or more fatalities
0 Maximum (200% payout) — No Fatalities
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Environmental Stewardship (1% weight) - Defined as the number of resolved formal
enforcement actions with a fine > $1,000
e Resolved means the fine is paid within the current calendar year for an event within that
calendar year or the previous year
e Maximum (200% payout) — 0 resolved formal enforcement actions
e Target (100% payout) — 2 resolved formal enforcement actions
e Threshold (0% payout) — 4 or more resolved formal enforcement actions

NERC Compliance (1% weight) - The number of self-reported NERC violations as a
percentage of the total number of violations

e Maximum (200% payout) — 100% of NERC violations were self-reported

e Target (100% payout) — 90% of NERC violations were self-reported

e Threshold (0% payout) — 80% or less of NERC violations were self-reported

2017 Strategic Initiatives (18% weight)

There are three areas of focus for AEP’s 2017 strategic initiatives: Business Transformation,
Customer Experience, and Culture and Employee Engagement. These are the major areas in
which AEP needs to make progress in order to enable our future success. Each of these areas of
focus includes several performance measures (shown in the table below) that reflect some of the
many transformative initiatives the company is undertaking.

2017 Strategic Initiatives Weight
Business Transformation 8%
Transmission Business Expansion 4%
AEP OnSite Partners 2%
AEP Renewables 2%
Customer Experience 6%
Quality of Service: SAIDI 2%
Quality of Service: J.D. Power Residential Overall Customer Satisfaction Index 2%
Mobile Alert Penetration 2%
Culture & Employee Engagement 4%
Gallup Pulse Survey 1%
Diversity 1%
Total Strategic Initiative Weight 18%

Business Transformation (8% total weight)

Transmission Business Expansion (4% weight)
e Plantin Service (2% weight)
0 Maximum (200% payout) — $2.3B (~ target plus 10%)
o Target (100% payout) — $2.1B
o Threshold (0% payout) — $2.0B (~ target less 5%)

e Capital Investment (2% weight)
0 Maximum (200% payout) — $3.23B (~ target plus 10%)
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o Target (100% payout) — $2.94B
o Threshold (0% payout) — $2.79B (~ target less 5%)

The following goals for AEP Onsite Partners and AEP Renewables support AEP’s strategic
initiative of investing $1B in renewables over 3 the next years.

e AEP OnSite Partners (2% weight) - newly signed renewable contracts during 2017 that
commit capital to be spent
0 Threshold (0% payout) - $75M of investment commitments
o0 Target (100% payout) - $125M of investment commitments
0 Maximum (200% payout) - $175M of investment commitments

e AEP Renewables Growth (2% weight) - Capital associated with existing projects that
achieve COD during 2017 plus newly signed contracts during 2017 that commit capital to
be spent

0 Threshold (33.3% payout) - $100M of investment commitments
o0 Target (100% payout) - $300M of investment commitments
o0 Maximum (200% payout) - $400M of investment commitments

Customer Experience and Quality of Service (6% total weight)

Quality of Service - SAIDI (System Average Interruption Duration Index) — (2% Weight)
SAIDI represents the total number of minutes the average customer has experienced interruption
over a 12 month time period excluding major events. Major event exclusions and targets vary by
Operating Company or jurisdiction due to PUC preference and regional differences.
e OpCo Thresholds (0% payout) — 80% of target or 75% of target for KY Power due to
historic volatility
e OpCo Targets (100% payout) — Regulatory targets where applicable or a 2 year glide path
to the regional peer group average or, if the average has already been achieved,
maintaining this average
e OpCo Maximums (200% payout) — 120% of target or 125% of target for KY Power due
to historic volatility
AEP performance will be determined based on a customer weighted average of the operating
company performance scores.

Quality of Service - J.D. Power and Associates (JDPA) Residential Overall Customer
Satisfaction Index (CSI) — (2% Weight)
AEP’s goal is to achieve top quartile regional peer group performance within 3 years for each
operating company. Operating Company ICP measures and targets are aligned to the four waves
of the study conducted during the calendar year
e OpCo Thresholds (0% payout) — Achieve the higher of 2016 performance or the target
CSl score less the target to maximum bandwidth
e OpCo Targets (100% payout) — Achieve the year 1 target CSI score on the 3 year glide
path to the projected 2019 top quarter CSI score
e OpCo Maximums (200% payout) — Achieve projected top quartile CSI score
AEP performance will be determined based on a customer weighted average of the Operating
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Company performance scores. AEP Texas is excluded because Texas is a full choice retail state
and AEP does not bill customers directly, which reduces interaction with customers.

Mobile Alert Penetration — (2% weight)
e Threshold (0% payout) — Current customer penetration
e Target (100% payout) — 25% customer penetration (double current customer penetration)
e Maximum (200% payout) — 38% customer penetration
This measure excludes AEP Texas due to difficulty getting email addresses and text numbers for
these customers who do not purchase services directly from AEP Texas

Culture & Employee Engagement (4% total weight)

Gallup Pulse Survey (2% weight) - Achieve a year over year improvement in our culture and
engagement as demonstrated by Gallup Survey Results (Overall Company Grand Mean). The
2017 AEP Employee Culture Survey will be conducted as a census survey, meaning all
employees will be invited to participate in the survey.

e 4.03 Threshold (.06 improvement) - 0% of target payout

e 4.07 Target (.10 improvement) - 100% of target payout

e 4.17 Maximum (.20 improvement) - 200% of target payout

Diversity (2% weight) - AEP’s diversity goal is to increase the representation of women and
minorities to ultimately achieve parity between internal representation and external availability
for all AEP positions. To achieve this goal AEP will need to improve hiring rates for women
and minorities for all open positions and take steps to reduce attrition from these groups.

e Threshold (0% payout) for each female and minority category is the higher of: a. AEP’s
current representation rate plus placements at 80% of the hiring availability rate less
attrition at AEP’s current representation rate or b. AEP’s current representation rate

e Target (100% payout) for each female and minority category is the higher of a. AEP’s
current representation rate plus placements at 100% of the hiring availability rate less
attrition at AEP’s current representation rate or b. AEP’s current representation rate

e Maximum (200% payout) for each female and minority category is the higher of a.
AEP’s current representation rate plus placements at 120% of the hiring availability rate
less attrition at AEP’s current representation rate or b. AEP’s current representation rate

The overall diversity measure is the employee weighted average of female and minority
representation rates for all Equal Employment Opportunity (EEO) categories, except Officials
and Managers, which are double weighted.

Modifier

The Modifier is a normalizing function that allocates the available funding to each business unit
and operating company based on the group’s performance relative to the performance of all other
business units and operating companies. This results in performance differentiated Overall
Scores that fully utilize but never exceed the funding available.

The modifier is calculated as the Overall Score for the Funding Measures divided by the Average
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Operating Performance Score (AOPS)* for all business units and operating companies as shown
below:

Overall Funding Score
AOPS

= Modifier

Maximum Score
If the application of the Modifier results in an Overall Score? for the Plan that exceeds 200% of
target, then the Overall Score is capped at 200% of target.

Performance Adjustment

A Performance Adjustment may be used to increase or decrease the Overall Score for the Plan to
the extent that the Plan Compensation Committee determines that the Overall Score does not
appropriately reflect the group’s performance for the year. Such adjustments may be used to
capture those aspects of a group’s performance that are difficult to quantify or that were not
adequately included in the performance measures established at the beginning of the year. For
example, a Performance Adjustment might be used to reward a group for successfully
completing an important project that was not anticipated at the time the ICP goals were
established.

Individual Performance Factor

Management determines individual awards for all employees in positions in the new SP20 salary
plan as well as those in exempt positions in the old salary structure. These determinations are
based on an assessment of each employee’s relative individual performance, the value of their
contribution to AEP, business unit, department and individual goals and other business factors,
potentially including recent and pending employment changes. Individual performance factors
have a lower limit of 0% and no upper limit. However, the approval of a member of the
Executive Council is required for individual awards in excess of a participant’s maximum award
opportunity (see the Target and Maximum Awards section below). In addition managers cannot
exceed their award pool.

In determining individual performance factors, managers are expected to assess employee
performance and contribution relative to other employees in the same position or grade level as
well as the performance expectations for that position. Managers are also expected to avoid a
bias in favor of positions at either higher or lower salary grade levels in the organization.

Eligible Earnings
ICP Eligible Earnings include the following:

1. Regular Earnings — Straight Rate
2. Paid Vacation
3. Paid Holidays

! AOPS is the average of the Operating Performance Scores for all incentive groups weighted by the aggregate
target incentive award for all participants in each incentive group (see attached scorecard for an example).

2 See Sample Scorecard for the definition and an example of the calculation of the Overall Score.
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Earnings not classified as one of the above types in AEP’s payroll system are not considered for
award calculation purposes.

Target and Maximum Award Opportunity

A participant’s target award percent is based on the salary grade for his/her position as of the
last day of the last pay period that will be paid during the Plan Year, as shown in the chart
below, except as discussed below for employees in positions at or above SP20 salary plan grade
12 or EXEM salary plan grade 30 at any point during the Plan Year who change targets during
the Plan Year:

New Grade Structure

Salary Plan Grade Target %"
1 5%
2 5%
3 5%
4 6%
5 8%
6 9%
7 10%
8 10%

SP20 9 15%
10 20%
11 25%
12 30%
13 35%
14 40%
15 45%
16 50%
17 55%
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New Grade Structure
Salary Plan Grade Target %

18 60%

19 80%

20 (CEQ) 125%

" As a percent of eligible earnings.
Old Grade Structures
Salary Plan Grade Target %*
All nonexempt salary structures All grades 506
and wage schedules except SP20
1-6 5%
7-12 %
13- 20 10%
21-24 15%
25-26 17%
27 20%
28 22%
EXEM (Old Exempt Structure) 29 2504
30-32 27%
33 30%
34-35 35%
36 40%
38 45%
* 40 50%
As a percent of eligible earnings.

A participant’s maximum individual award percent is the greater of two times his or her target
award percent or the Overall Score for the Plan plus 50% of the target score. This enables
managers to positively differentiate awards by up to 50% of an employee’s target award to
reflect strong individual employee performance even if the Overall Score for the Plan is between
150% and the 200% of target maximum score. A participant’s target and maximum award
opportunity is their target or maximum award percentage multiplied by their eligible earnings.
The approval of a member of AEP’s Executive Council in the participant’s chain of command is
required for awards in excess of a participant’s maximum award opportunity.

The award opportunity for employees in SP20 grade 12 or EXEM grade 30 and higher positions
at any point during the Plan Year whose target changes will be prorated on a monthly basis and
calculated as the total of the independently calculated award opportunities for each position held
during the Plan Year, including the earnings, target award percent, and Overall Score for each



KPSC Case No. 2017-00179
KIUC's First Set of Data Requests Dated August 14th, 2017

Item No. 30
Attachment 1

Page 165 of 392

such position. This calculation will be performed as shown in the example below:

Position 1: Earnings * Target Award % * Overall Score = $ Pos 1
Position 2: Earnings * Target Award % * Overall Score = $ Pos 2
Position 3: Earnings * Target Award % * Overall Score = $ Pos 3
= Total Award Opportunity

The target awards for employees in positions below SP20 salary plan grade 12 or EXEM salary
plan grade 30 for the entire Plan Year will be calculated based on the target percent and Overall
Score for the position held as of the last day of the last full pay period of the Plan Year.

Award Calculation

Because the Plan includes several discretionary factors, attainment of performance objectives
does not guarantee the payment of awards. An award pool will be calculated for each group
based on the scores for each performance measure as soon as practical after the conclusion of the
Plan Year. The final score for each performance objective is rounded to three decimal places.

The Modifier is computed as follows:

e AEP’s funding measures are compared to their performance targets to determine their
performance scores, which are rounded to three decimal places (e.g., 105.5% or 1.055).
The Weighted Average Score is then calculated based on the weight assigned to each
funding measure.

e The Average Operating Performance Score (AOPS) is the average of the Operating
Performance Scores for all annual incentive plans (each of which is rounded to three
decimal places) weighted by the sum of the incentive targets for all participants in each
plan. AOPS is then rounded to three decimal places (e.g., 125.7% or 1.257).

e The Modifier is the Weighted Average Score for the Funding Measures divided by
AOPS, the result of which is rounded to three decimal places (e.g., 1.055/ 1.257 = .839)

Board Policy on Recouping Incentive Compensation

This policy applies to all executive officers of the Company as well as all other employees of the
Company or any of its subsidiaries at salary grade 15 or equivalent and higher, regulated
operating company presidents and officer direct reports to the Company’s Chief Executive
Officer (collectively, the “Covered Employees™).

This policy relates to incentive compensation paid or payable to such Covered Employees,
whether under this Plan, the Company’s Long Term Incentive Plan or otherwise.

The Board of Directors believes, subject to the exercise of its discretion based on the facts and
circumstances of a particular case, that incentive compensation provided by the Company should
be reimbursed to the Company if, in the Board’s determination:

e Such incentive compensation was received by a Covered Employee where the payment or
the award was predicated upon the achievement of financial or other results that were
subsequently materially restated or corrected, and

e Incentive compensation would have been materially lower had the achievement been
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calculated on such restated or corrected financial or other results.

Therefore, the Plan, hereby, requires Cover Employees to reimburse the Company, if and to the
extent that, in the Board’s view, such reimbursement is warranted by the facts and circumstances
of the particular case or if the applicable legal requirements impose more stringent requirements
on the Company to obtain reimbursement of such compensation. The Company also may retain
any deferred compensation credited to a Covered Employee, including earnings thereon, if, when
and to the extent that it otherwise would become payable.

This right to reimbursement is in addition to, and not in substitution for, any and all other rights
the Company might have to pursue reimbursement or such other remedies against a Covered
Employee in the course of employment by the Company or otherwise based on applicable legal
considerations, all of which are expressly retained by AEP.

Administration

Plan Compensation Committee

The Plan is administered by the HR Committee of the Board of Directors with respect to
executives in the HR Committee Review Group and a Plan Compensation Committee consisting
of AEP’s CEO, COO, CFO, General Counsel and Chief Administrative Officer with respect to
all other employees, in either case (“the Committee). The CEO of American Electric Power
Company, Inc. may change the composition and number of members of the Plan Compensation
Committee at any time for any reason. The Committee may delegate day-to-day authority to
administer the Plan, as they deem appropriate. In lieu of an official meeting, the Committee may
act by written or electronic consent of a majority of its members. The Committee’s
interpretations of the Plan provisions are conclusive and binding on all Participants.

The Committee has sole authority to amend or terminate the Plan and may do so at any time, for
any reason, either with or without notice. The Committee may adopt, delete, modify or adjust
performance objectives, metrics and weights at any time, including after the conclusion of a Plan
Year, should the Committee determine that changes in AEP’s structure or other significant
business situations would produce an Overall Score or awards for a Plan Year that are not
reflective of the underlying economics or performance of the business. The Committee may also
modify the eligibility criteria for the Plan, add or delete individual participants or groups of
participants and adjust any or all award payouts.

Executive Council members with management responsibility for a business unit or staff function
served by the Plan have the authority to increase or decrease the award pool for any group under
their purview, provided that such adjustments do not increase the total of all award pools under
their purview.

Plan Year
A “Plan Year” begins on January 1% and ends on December 31% of each year for which the Plan
is in effect.
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Participation
All full-time and regular part-time AEP employees who are actively employed during the Plan

Year will be “Participants” in the Plan for such Plan Year except:

1. Employees participating in any other annual AEP incentive plan,

2. Employees participating in any other plan or agreement that explicitly excludes their
participation in the Plan or annual incentive compensation plans in general,

3. Employees represented by unions that decline the opportunity to participate in the Plan or
all similar incentive plans,

4. Temporary employees and contract workers, and

5. Employees hired by AEP on or after December 1 of such Plan Year.

Participation in an incentive compensation plan in any Plan Year shall not confer any right to
continued employment or to continued participation in the Plan for any subsequent Plan Year.

Participant Responsibility

Plan Participants are expected to comply with all applicable company policies and directives as
well as all applicable laws and regulations. Failure to do so may have many serious
consequences, including but not limited to forfeiture of award eligibility in the current and future
Plan Years.

Award Eligibility
Participants must be actively employed on the last day of a Plan Year to be eligible to receive an
award for that Plan Year, except as otherwise noted below.

If a Participant transfers during the Plan Year to a position that is ineligible to participate in the
Plan, then such Participant will be ineligible to receive an award for such Plan Year from the
Plan, unless the participant was SP20 salary plan grade 12 or EXEM salary plan grade 30 or
higher during the Plan Year. In which case, the participant will be eligible for a prorated award
for the Plan Year as specified in the “Target and Maximum Award Opportunity” section above.

If a participant is on Leave of Absence status as of the last day of the Plan Year, the Participant
will be eligible to receive an award for the Plan Year to the extent that they have eligible
earnings for the Plan Year.

Employees who become inactive during the Plan Year due to participation in an AEP long-term
disability plan will be eligible to receive an award for that Plan Year to the extent that they have
eligible earnings for the Plan Year, although long-term disability benefits are not ICP eligible
earnings.

Participants forfeit their incentive plan eligibility if they are discharged for cause or resign in lieu
of being “discharged for cause” at any time prior to the award payment date, unless the Plan
Compensation Committee approves an award payment to such employee.

Satisfaction of eligibility criteria does not guarantee the payment of any awards.
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Termination Due to Death or Retirement
Participants remain eligible for an award, based on their eligible earnings for a Plan Year, if their
employment with AEP is terminated during the Plan Year due to their death or retirement and
they were employed by AEP through at least the first 3 months of the Plan Year. In the event of
a Participant's death, any award to which they would otherwise be entitled will become payable
to the Participant’s estate. For the purposes of the Plan, “retirement” is defined as termination of
employment for any reason other than for cause or as part of a voluntary or involuntary
severance or layoff, after the Participant attains at least age 55 and five years of AEP service.

Termination Due to Voluntary and Involuntary Severance and Layoffs

Due to the severe financial constraints that generally give rise to the need for employee
severances and layoffs, Participants with both discretionary and non-discretionary award
opportunities are ineligible for an award if they would have a separation from service with AEP
during the Plan Year as part of a voluntary or involuntary severance program or a layoff as
defined under a collective bargaining agreement or the Supplemental Handbook and they are not
rehired during the Plan Year. Severed employees are ineligible for an award even if, in
connection with their severance, they are (a) placed on a Leave of Absence or (b) offered, but
fail to meet the qualifications to be paid a severance benefit (e.g., if they would fail to timely
sign and return, a Severance and Release of All Claims Agreement). In the event a severed
employee is rehired during the Plan Year, such Participant will be eligible for an award only to
the extent of their earnings for the period after they were rehired.

Resignations after the Plan Year

Participants who are actively employed on the last day of a Plan Year but who subsequently
voluntarily resign their employment remain eligible for an award. However, for discretionary
participants, their actual or pending voluntary resignation is a business factor that management
may consider in determining their award payment, if any.

Award Payment

Award payment will be made within 2-1/2 months after the end of the year or as soon as
practical thereafter if it is impractical, either administratively or economically, to make payments
within this time period.

The Plan is hereby approved by:

EVP or Higher Name Date
EVP Title
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KPSC Case No. 2017-00179
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AEP COMMERCIAL OPERATIONS
TRADING AND MARKETING
INCENTIVE COMPENSATION PLAN
Effective as of January 1, 2017

Article 1
Establishment, Purpose and Effective Date

1.1  The Company hereby establishes the AEP Commercial Operations
Trading and Marketing Incentive Compensation Plan (the “Plan).

1.2 The purposes of the Plan are to improve corporate performance, enhance
shareholder value and reduce risk by providing Plan Participants with an incentive to
promote the financial success of the Company.

1.3 The Plan is effective as of January 1, 2017 and shall terminate on
December 31, 2017, except with respect to the payment of Incentive Awards.

Article 2
Definitions

2.1  “Annual Bonus Pool” means the lower of (i) 12.5% of the Eligible
Earnings for a Plan Year plus the amount of any “Discretionary Funding” plus or minus
the amount of any “Zero Harm Adjustment”, plus or minus the amount of any
“CultureAdjustment” or (ii) $1.5 million. “Company” means American Electric Power
Company, Inc. and its subsidiaries and affiliates.

2.2  “Cover” means the daily profit and loss statement.

2.3 “Culture Adjustment” means the sum of the individual culture adjustment
for all plan Participants, calculated based on the percentages shown in the table below.
The Culture Adjustment will apply to the Plan only in the event that the company earns at
least $3.55 operating earnings per share. 100% of the adjustment will be added to the
annual bonus pool if the 2017 culture survey results for the AEP overall company grand
mean exceed the mean score by 0.20 compared to the 2016 results. A 100% deduction
to the annual bonus pool will occur if the 2017 culture survey results for the AEP overall
company grand mean do not exceed the mean score by greater than 0.059 compared to
the 2016 results.

Salary Grade | Individual Culture
Adjustment as a % of Year
End Base Salary

6-7 2.00%

8-9 2.50%
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10-11 3.00%
12+ 5.00%
2.4  “Discretionary Funding” means any amount that the Plan Compensation

Committee may make available for Incentive Awards as part of the Annual Bonus Pool,
provided that the total value of the Annual Bonus Pool does not exceed the limits of
Article 2.1 (ii).

2.5  “Eligible Earnings” are those described in Schedule A.

2.6  “Employee” means an employee of the Company.

2.7  “Incentive Award” means the amount of incentive compensation, as
determined by the Plan Compensation Committee, payable to a Participant for a Plan
Year.

2.8 “Participant” means an Employee approved by the Plan Compensation
Committee as eligible for an Incentive Award, if any, under the terms of this Plan.
Participants will generally be those employees of the Company whose duties involve
wholesale trading and marketing.

2.9  “Plan Year” means January 1, 2017 to December 31, 2017.

2.10  “Plan Compensation Committee” will consist of AEP’s CEO, CFO, Top
Shared Services Executive, Top Human Resources Executive, all members of AEP’s
Executive Council in the Commercial Operations chain of command, which is currently
AEP’s EVP of Generation and SVP Commercial Operations. The CEO may change the
composition of this committee at any time for any reason. The Plan Compensation
Committee may delegate authority for the day-to-day administration of the Plan as it
deems necessary or appropriate.

2.11  “Qualifying Termination” means a termination of employment with the
Company due to death or Retirement.

2.12  “Retirement” means the termination of an Employee’s employment with
the Company for any reason other than for cause or as part of a voluntary or involuntary
severance, after the Employee attains age 55 and completes five years of Company
service. “Retirement” shall not include the circumstance in which the Company has
determined that a Participant has elected retirement so as to avoid termination by the
Company.

2.13 A “Transfer” occurs when, during a Plan Year, a Participant begins a new
job with the Company, in a position for which the incumbent is generally not eligible to
participate in this Plan.

2.14  “Zero Harm Adjustment” means the sum of the individual zero harm
adjustments for all plan Participants, calculated based on the percentages shown in the
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table below. The Zero Harm Adjustment will apply to the Plan only in the event that the
company earns at least $3.55 operating earnings per share. An upward adjustment of
50% of the calculation will be included if the company does not experience a fatal
employee illness or injury that is determined to be work related and an upward
adjustment of 50% of the calculation will be included if the company does not experience
a fatal contractor illness or injury that is determined to be work related. A downward
adjustment of 50% of the calculation will be included if the company experiences a fatal
employee illness or injury that is determined to be work related and a downward
adjustment of 50% of the calculation will be included if the company experiences a fatal
contractor illness or injury that is determined to be work related.

Salary Grade | Individual Zero Harm
Adjustment as a % of Year
End Base Salary

6-7 2.00%

8-9 2.50%

10-11 3.00%

12+ 5.00%
Article 3

Plan Participant

3.1 Employees selected to participate in the Plan shall not be eligible to
participate in any other annual incentive plan except that prorated participation in more
than one annual incentive plan will be provided to Participants who Transfer during the
Plan Year.

3.2 Participation in the Plan shall not guarantee participation in any future
Plan or in any other incentive compensation plans that may be adopted by the Company.

Article 4
Determination of Awards

4.1 In the event of a Qualifying Termination or Transfer, the Participant’s
Award will typically be reduced by the portion of the Plan Year for which they were not
actively employed in a position that generally participates in the Plan. The amount of any
prorated Incentive Award for such participant will be determined at the sole discretion of
the Plan Compensation Committee.

4.2  After the end of the Plan Year, the Senior Vice President of Commercial
Operations shall make a recommendation to the Plan Compensation Committee as to the
amount of each Participant’s Incentive Award for the Plan Year, subject to the limitations
of the Plan as set forth herein. The Senior Vice President of Commercial Operations may
consider individual contributions to Eligible Earnings, compliance with good energy
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industry practice, corporate stewardship, staff development, and compliance with and
support of AEP’s Code of Ethics and other policies and other factors in such
determination. The Plan Compensation Committee may approve, modify or eliminate
any Incentive Award recommendation. Any and all Incentive Awards are made,
amended, or eliminated at the discretion of the Plan Compensation Committee.

4.3 If the Annual Bonus Pool for the Plan Year is less than or equal to the total
amount of guaranteed bonuses of Participants for that year, Participants in the Plan shall
receive an Incentive Award only to the extent of their guaranteed bonuses. All sign-on
bonuses, retention awards and other bonuses paid to Participants during the respective
Plan Year will be deducted from the Annual Bonus Pool for such Plan Year unless the
Plan Compensation Committee, in its sole discretion, determines that a portion or all such
bonuses shall not be deducted from the Annual Bonus Pool.

4.4  The amount of the Annual Bonus Pool remaining, after the deductions
referenced in Article 4.3, is available for discretionary allocation as Incentive Awards for
the Plan Year. In no event shall the sum of all Incentive Awards exceed the Annual
Bonus Pool, less the deductions referenced in Article 4.3, for such Plan Year. The Plan
Compensation Committee may, in its sole discretion, determine that the circumstances
warrant the allocation of less than the full remaining value of the Annual Bonus Pool as
Incentive Awards for any Plan Year and may determine that no Incentive Awards shall be
paid with respect to any Plan Year.

Article 5
Payment of Incentive Awards

5.1  One-hundred percent (100%) of Incentive Awards shall be paid in cash or
credited in accordance with the terms of all applicable savings and deferred compensation
programs for which the Participant has made a timely and valid deferral election. All
Incentive Awards shall be paid or credited as soon as practical after performance results
are certified and Incentive Awards are approved using the normal payroll process for the
payment of annual incentive awards. Payment made in cash under this Section 5.1 (as
applicable) shall be made no later than such date as will qualify such payment as a short-
term deferral described in Section 1.409A-1(b)(4) of the federal income tax regulations.

5.2 Except for a Participant whose termination is a Qualifying Termination, a
Participant must be an employee of the Company on the last day of the Plan Year to be
eligible for an Incentive Award for such Plan Year.

5.3  Participants forfeit their eligibility for an Incentive Award if they are
discharged for cause or resign in lieu of being “discharged for cause” at any time prior to
the award payment date, unless the Plan Compensation Committee approves an award
payment to such Participant.
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5.4  All payments shall be subject to the applicable tax withholdings,
including, but not limited to, those for federal, state and local and employment taxes.

Article 6
Administration

6.1  The Plan Compensation Committee shall administer the Plan. The Plan
Compensation Committee shall have the authority to interpret the Plan and to prescribe,
amend and rescind rules and regulations relating to the administration of the Plan, and all
such interpretations, rules and regulations shall be conclusive and binding on all
Participants.

6.2  The Plan Compensation Committee may employ agents, attorneys,
accountants, or other persons and allocate or delegate to them powers, rights, and duties
as the Plan Compensation Committee considers necessary or advisable to properly carry
out the administration of the Plan. The Plan Compensation Committee may also delegate
responsibility for administering aspects of the Plan to individual members of the Plan
Compensation Committee. Any action taken by the Plan Compensation Committee shall
be final.

Article 7
Miscellaneous

7.1  The Plan Compensation Committee shall have the right, authority and
power to alter, amend, modify, revoke or terminate the Plan at any time and for any
reason that it deems appropriate. Under such circumstances, the Plan Compensation
Committee may, in its sole discretion, determine and approve the early payment of some
or all Incentive Awards prior to the end of a Plan Year. Any Incentive Awards approved
for payment under such circumstance will be paid to Plan Participants 100% in cash at
such time as determined by the Plan Compensation Committee or credited in accordance
with the terms of all applicable savings and deferred compensation programs for which
the Participant has made a timely and valid deferral election.

7.2 The Plan Compensation Committee will periodically review the terms and
conditions of this Plan with the Human Resource Committee of the Board of Directors of
the American Electric Power Company, Inc.

7.3 No compensation or benefits at any time payable under this Plan to a
Participant or a Participant’s estate shall be subject in any manner to anticipation,
alienation, sale, transfer, assignment, pledge, attachment, garnishment, levy, execution, or
other legal or equitable process, or encumbrance of any kind except to the extent
otherwise required by applicable law.
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7.4 Nothing in this Plan shall interfere with or limit in any way the right of the
Company to terminate any Participant’s employment at any time, or confer upon a
Participant any right to continue in the employ of the Company.

7.5  The Plan shall be construed and administered according to the laws of the
State of Ohio. In the event a Participant or alleged Participant initiates any legal action
relating to the Plan, that action shall be brought in the Franklin County, Ohio Court of
Common Pleas (subject to the Company's right to remove the action to federal district
court if allowed by law) or the United States District Court for the Southern District of
Ohio, Eastern Division in Columbus, Ohio.

7.6 Inthe event the Plan Compensation Committee shall find that a Participant
is unable to care for his or her affairs because of illness or accident, the Plan
Compensation Committee may direct that any payment due the Participant be paid to the
Participant’s duly appointed legal representative, and any such payment so made shall be
a complete discharge of the liabilities of the Plan.

7.7 Each Participant who is granted an Incentive Award shall reimburse
Company or its Subsidiaries, as applicable, for the amount awarded, earned, received or
paid under such Incentive Award if the Human Resources Committee of the Company’s
Board of Directors, in its discretion, determines that:

(i) the Award or any compensation resulting from it was predicated upon the
achievement of financial or other results that were subsequently materially
restated or corrected, and

(i) the Participant engaged in misconduct that caused or partially caused the need
for the restatement or correction, and

(iii) a lower payment would have been made to the Participant based upon the
restated or corrected financial results.

If and to the extent that the Committee, in its sole discretion, determines that the
conditions set forth in (i) through (iii) have been met and such reimbursement is
warranted by the facts and circumstances of the particular case or if the applicable legal
requirements impose more stringent requirements on the Company or any of its
Subsidiaries to obtain reimbursement of such compensation, then the Participant will be
required to reimburse Company or its Subsidiaries, as applicable, for the value of such
compensation paid to that Participant. The Company or its Subsidiaries, as applicable,
also may retain any deferred compensation previously credited to the Participant and not
paid, provided that the Company or its Subsidiaries, as applicable, will retain such
deferred compensation only if, when and to the extent that it otherwise becomes payable
to the Participant. This right to reimbursement is in addition to, and not in substitution
for, any and all other rights the Company and its Subsidiaries might have to pursue
reimbursement or such other remedies against an employee for misconduct in the course
of employment or otherwise based on applicable legal considerations, all of which are
expressly retained by the Company and its Subsidiaries.

7.8  The design and administration of the Plan are intended to comply with an
exception to the requirements of Section 409A of the Code, or if an exception is not
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available, to comply with an exception to the requirements of Section 409A of the Code
to the extent such section is effective and applicable to amounts to be paid or credited
hereunder. However, no Participant, beneficiary or any other person shall have any
recourse against the Company, the Plan Compensation Committee or any of their
affiliates, employees, agents, successors, assigns or other representatives, if any of those
conditions are determined not to be satisfied.

Article 8
Confidentiality

8.1  The Plan is confidential and proprietary, and neither the Plan document
nor its contents shall be disclosed to persons other than the Plan Compensation
Committee, Plan Participants, and those individuals administering the Plan. At the
request of a Participant, the Plan Compensation Committee may approve the disclosure
of the relevant contents of the plan and potential or actual award values to specific third
parties engaged in the provision of legal or financial services to the Participant, provided
that such third party agrees to keep such information strictly confidential.

Article 9
Participant Responsibility

9.1 Plan Participants are expected to comply with all applicable Company
policies and directives as well as all applicable laws and regulations.
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The AEP Commercial Operations Trading and Marketing Incentive Compensation Plan is
hereby approved by the members of the Plan Compensation Committee:

Nick Akins date
President & CEO

Brian X. Tierney date
EVP - CFO

Tracy A. Elich date

VP Human Resources

Lana L. Hillebrand date
EVP & Chief Administrative Officer

Mark C. McCullough date
EVP Generation
Jeffrey D. LaFleur date

SVP - Commercial Operations
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Eligible Earnings Definition

Basis for Regulated Mark-to Market Risk Management and Trading Transactions

1. Gross margin from designated trading and marketing activities (see Schedule B for
designated books) of the wholesale electricity business, emissions trading activity and
coal trading business activities as set forth on the Cover, excluding interest associated
with the discounting of the books that is listed in the Cover under “Interest Rate” and
“Interest Rate Hedge.” The Plan Compensation Committee may add, delete, adjust,
and modify the list of designated books at any time, including after the conclusion of
the plan year, and for any reason.

2. Plus a portion of gross margin from financial hedge liquidations and auctions in the
PHHS and NSHS books calculated based on the percentage associated with the total
gross margin from those books as shown in the table below.

Gross Margin Adder as a % of Gross Margin
$0 — $9,999,999 0%
$10,000,000 - $29,999,999 10%
Over $30,000,000 15%

3. Plus or minus year on year changes in Credit Reserve (excluding the current year
initial impacts of any changes in credit reserve calculation methodology).

4. Plus or minus year on year changes in Liquidity Reserve.
5. Less Plan Participant base salaries and benefits.
6. Adjusted for Interest and Capital Costs, calculated as follows:

a. Interest income or expense for the Plan Year for cash flows generated or used
in regulated trading activities calculated at the money pool rate multiplied by:

i. The monthly average realized margins/losses less direct salaries,
benefits and expenses as determined in 4. above, and

ii. The monthly average net outstanding option premiums received
/(paid);

b. The cost of letters of credit and 3" party credit guarantees (if any) utilized to
support regulated trading activities during the plan year;

c. A capital charge for all net margins posted/held with/from counter parties,
brokers and exchanges utilized to support regulated trading activities during
the plan year, calculated at the company’s weighted average cost of capital. If
AEP receives interest on posted credit, this should be netted against the charge
to the plan.
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Designated Books
Commodity Book Name Description
Power NMSO MISO Auction Sales with Respective Physical Hedges
Power PEQT Financial Hedge for Ohio Auctions
Power NEQT Physical Ohio Auction Sales
Power PHRS AEP West Hourly Trades
Non-Direct Optimization Trading of PIM/MISO Hourly Power
Power PHRD Transactions including Futures
Power PHRT Non-Direct Optimization Trading of PIM/MISO/TVA Bal Day
Power PHRW West Hourly Trades
Physically tagged block imports/exports, Bal day trading, non-standard
Power PHWT hourly profiles for West activity
Power PICT MTM Book for PCA East Term spec trades (including FTRS)
Non-hourly physically tagged block imports/exports,bilaterally scheduled
Power PSHD block power, cleared FIN-FUT (including FTRS)
Power PSWH Non-Direct Optimization Trading of PIM/MISO Hourly Power Swap
Power PSWT Non-Direct Optimization Trading of PIM/MISO Term Power Swap
Power PMAC Entergy and SOCO Cash and Hourly
Power PWLS Wheeling Power Merchant Optimization Trading
Gas KBRA Non-Direct Optimization Trading of NG transactions
Gas KSHD Non-Direct Optimization Trading of NG transactions
Gas-Spark KCP Midwest Gas Spark Spread Book
Gas-Spark KEP AEP-West Gas Spark Spread Book
Gas KHRS Gas book for Non-Dedicated SPP Transactions
Emissions Em Comp MTM Service Corp SO2 and NOx Compliance Trades
Emissions REC Comp Renewable Energy Certificate compliance book *

*plan to include 50 percent of book activity designated as non-RPS, not to exceed activity
designated as RPS
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American Electric Power
Annual Incentive Compensation Plan
Generation

Introduction

The objectives of AEP’s Annual Incentive Compensation Plan (the Plan) are to:

> Attract, retain, engage and motivate employees to further the objectives of the company, its
customers and the communities it serves;

» Enable high performance by communicating and aligning employee efforts with the Plan’s
performance objectives; and

> Foster the creation of sustainable shareholder value through achievement of AEP’s goals.

2017 Overview

For 2017 the Executive Council, each Operating Company, Customer and Distribution Services
(C&DS), Regulated Generation, Competitive Generation, Transmission, Nuclear Generation, and
Energy Supply (non-generation), have an annual incentive compensation plan (ICP) with
separate goals. All staff groups participate in the ICP program based on the funding measures
described below and do not have separate function level incentive goals.

The Plan provides annual incentive compensation to motivate and reward employees based on
AEP’s performance, business unit performance (if applicable) and, for employees whose payout
is discretionary, their individual performance. Annual incentive funding for all plans is tied to
AEP’s Operating Earnings per Share (70% weight), safety (10% weight) and strategic initiatives
(15% weight).

Linking annual incentive compensation to AEP’s earnings aligns it with the value employees
have created and ensures that AEP meets its commitments to all other stakeholders before setting
aside dollars for employee rewards. Relative individual performance is reflected in managers’
discretionary allocations from their award pool for all employees in positions in the new (SP20)
and exempt salary plans. Group or team performance may also be reflected through
discretionary adjustments in the allocation of funding from the annual incentive pool at higher
organizational levels.

Each ICP includes a balanced scorecard of performance measures in four categories:
e Financial
e Customer
e Safety and Compliance
e Culture and Employee Engagement

The Plan is intended to drive the achievement of these objectives by clearly communicating
them, conveying their importance, aligning employee efforts toward their achievement and
further motivating employees to achieve them. This balanced scorecard encourages the
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achievement of all types of objectives, rather than the achievement of a few objectives, such as
financial objectives, at the expense of others, such as customer service, reliability, safety or
compliance.

Performance measures are selected, whenever practical, to provide a “line of sight” that enables
employees to see how the work they perform affects their annual incentive award. Objective and
quantifiable performance measures are used when they are available but the Plan also includes
subjective assessments of performance in less quantifiable areas and for individual performance
assessments.

Safety remains the first priority irrespective of the ICP goals and other objectives the Company
establishes. To help ensure that all employees have a personal stake in maintaining safe work
practices a substantial portion of every plan is tied to safety for both AEP employees and
contract workers.

Operating Performance Measures and Weights

Specific performance measures vary by business unit and operating company. The score for
each performance measure may range from 0% to 200% of target.

Refer to Appendix A

2017 Funding Measures

The 2017 funding measures were established by the HR Committee of the Board early in 2017.
The maximum funding available is 200% of target funding. As in past years, the CEO and HR
Committee of the Board have discretion to adjust annual incentive funding. All incentive plan
funding is contingent on AEP achieving operating earnings of at least $3.55 per share for 2017.

Operating Earnings Per Share — 70%

AEP is committed to generating sustainable value for all its stakeholders through its earnings and
growth. Therefore 70% of annual incentive funding is tied to AEP’s Operating Earnings per
Share. This ensures that funding is commensurate with the Company’s operating earnings and
the extent to which the company can afford to pay annual incentive compensation while also
serving the interests of its shareholders, customers and other stakeholders. It also:

e Aligns employee interests with those of customers by strongly encouraging expense
discipline;
e Ensures that adequate earnings are generated for AEP’s shareholders and continued

investment in AEP’s business before employees are rewarded with annual incentive
compensation; and

e Further aligns the financial interests of all AEP employees with the results employees
deliver to the Company and all its stakeholders.
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2017 Performance to Rewards Measure
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Operating Earnings Per Share

Safety and Compliance — 12% Weight

AEP is transforming our safety culture from “Good to Great” by building the systems and culture
needed to support and sustain world-class safety performance. This includes building a safety
culture based on proactive measures and continuous improvement.

For 2017 DART rate improvement will be measured to focus our attention on incidents with
potentially serious consequences. DART stand for Days Away, Restricted or job Transfer and is
an industry accepted measure that allows companies to focus on more serious events.

DART Rate Improvement for Employees and Contractors (7% weight)
e DART Rate = (Total Number of DART incidents x 200,000) + Total Hours Worked
0 Threshold (0% payout) — 0% improvement vs. three-year average
0 Target (100% payout) — 10% Improvement vs. three-year average
0 Maximum (200% payout) — 20% Improvement vs. three-year average

Zero Harm (3% weight)
e Zero Employee Fatalities (1.5% weight)
0 Threshold (0% payout) — 1 or more fatalities
o0 Maximum (200% payout) — No Fatalities

e Zero Contractor Fatalities (1.5% weight)
0 Threshold (0% payout) — 1 or more fatalities
0 Maximum (200% payout) — No Fatalities
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Environmental Stewardship (1% weight) - Defined as the number of resolved formal
enforcement actions with a fine > $1,000
e Resolved means the fine is paid within the current calendar year for an event within that
calendar year or the previous year
e Maximum (200% payout) — 0 resolved formal enforcement actions
e Target (100% payout) — 2 resolved formal enforcement actions
e Threshold (0% payout) — 4 or more resolved formal enforcement actions

NERC Compliance (1% weight) - The number of self-reported NERC violations as a
percentage of the total number of violations

e Maximum (200% payout) — 100% of NERC violations were self-reported

e Target (100% payout) — 90% of NERC violations were self-reported

e Threshold (0% payout) — 80% or less of NERC violations were self-reported

2017 Strategic Initiatives (18% weight)

There are three areas of focus for AEP’s 2017 strategic initiatives: Business Transformation,
Customer Experience, and Culture and Employee Engagement. These are the major areas in
which AEP needs to make progress in order to enable our future success. Each of these areas of
focus includes several performance measures (shown in the table below) that reflect some of the
many transformative initiatives the company is undertaking.

2017 Strategic Initiatives Weight
Business Transformation 8%
Transmission Business Expansion 4%
AEP OnSite Partners 2%
AEP Renewables 2%
Customer Experience 6%
Quality of Service: SAIDI 2%
Quality of Service: J.D. Power Residential Overall Customer Satisfaction Index 2%
Mobile Alert Penetration 2%
Culture & Employee Engagement 4%
Gallup Pulse Survey 1%
Diversity 1%
Total Strategic Initiative Weight 18%

Business Transformation (8% total weight)

Transmission Business Expansion (4% weight)
e Plantin Service (2% weight)
0 Maximum (200% payout) — $2.3B (~ target plus 10%)
o Target (100% payout) — $2.1B
o Threshold (0% payout) — $2.0B (~ target less 5%)

e Capital Investment (2% weight)
0 Maximum (200% payout) — $3.23B (~ target plus 10%)
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o Target (100% payout) — $2.94B
o Threshold (0% payout) — $2.79B (~ target less 5%)

The following goals for AEP Onsite Partners and AEP Renewables support AEP’s strategic
initiative of investing $1B in renewables over 3 the next years.

e AEP OnSite Partners (2% weight) - newly signed renewable contracts during 2017 that
commit capital to be spent
0 Threshold (0% payout) - $75M of investment commitments
o0 Target (100% payout) - $125M of investment commitments
0 Maximum (200% payout) - $175M of investment commitments

e AEP Renewables Growth (2% weight) - Capital associated with existing projects that
achieve COD during 2017 plus newly signed contracts during 2017 that commit capital to
be spent

0 Threshold (33.3% payout) - $100M of investment commitments
o0 Target (100% payout) - $300M of investment commitments
o0 Maximum (200% payout) - $400M of investment commitments

Customer Experience and Quality of Service (6% total weight)

Quality of Service - SAIDI (System Average Interruption Duration Index) — (2% Weight)
SAIDI represents the total number of minutes the average customer has experienced interruption
over a 12 month time period excluding major events. Major event exclusions and targets vary by
Operating Company or jurisdiction due to PUC preference and regional differences.
e OpCo Thresholds (0% payout) — 80% of target or 75% of target for KY Power due to
historic volatility
e OpCo Targets (100% payout) — Regulatory targets where applicable or a 2 year glide path
to the regional peer group average or, if the average has already been achieved,
maintaining this average
e OpCo Maximums (200% payout) — 120% of target or 125% of target for KY Power due
to historic volatility
AEP performance will be determined based on a customer weighted average of the operating
company performance scores.

Quality of Service - J.D. Power and Associates (JDPA) Residential Overall Customer
Satisfaction Index (CSI) — (2% Weight)
AEP’s goal is to achieve top quartile regional peer group performance within 3 years for each
operating company. Operating Company ICP measures and targets are aligned to the four waves
of the study conducted during the calendar year
e OpCo Thresholds (0% payout) — Achieve the higher of 2016 performance or the target
CSl score less the target to maximum bandwidth
e OpCo Targets (100% payout) — Achieve the year 1 target CSI score on the 3 year glide
path to the projected 2019 top quarter CSI score
e OpCo Maximums (200% payout) — Achieve projected top quartile CSI score
AEP performance will be determined based on a customer weighted average of the Operating
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Company performance scores. AEP Texas is excluded because Texas is a full choice retail state
and AEP does not bill customers directly, which reduces interaction with customers.

Mobile Alert Penetration — (2% weight)
e Threshold (0% payout) — Current customer penetration
e Target (100% payout) — 25% customer penetration (double current customer penetration)
e Maximum (200% payout) — 38% customer penetration
This measure excludes AEP Texas due to difficulty getting email addresses and text numbers for
these customers who do not purchase services directly from AEP Texas

Culture & Employee Engagement (4% total weight)

Gallup Pulse Survey (2% weight) - Achieve a year over year improvement in our culture and
engagement as demonstrated by Gallup Survey Results (Overall Company Grand Mean). The
2017 AEP Employee Culture Survey will be conducted as a census survey, meaning all
employees will be invited to participate in the survey.

e 4.03 Threshold (.06 improvement) - 0% of target payout

e 4.07 Target (.10 improvement) - 100% of target payout

e 4.17 Maximum (.20 improvement) - 200% of target payout

Diversity (2% weight) - AEP’s diversity goal is to increase the representation of women and
minorities to ultimately achieve parity between internal representation and external availability
for all AEP positions. To achieve this goal AEP will need to improve hiring rates for women
and minorities for all open positions and take steps to reduce attrition from these groups.

e Threshold (0% payout) for each female and minority category is the higher of: a. AEP’s
current representation rate plus placements at 80% of the hiring availability rate less
attrition at AEP’s current representation rate or b. AEP’s current representation rate

e Target (100% payout) for each female and minority category is the higher of a. AEP’s
current representation rate plus placements at 100% of the hiring availability rate less
attrition at AEP’s current representation rate or b. AEP’s current representation rate

e Maximum (200% payout) for each female and minority category is the higher of a.
AEP’s current representation rate plus placements at 120% of the hiring availability rate
less attrition at AEP’s current representation rate or b. AEP’s current representation rate

The overall diversity measure is the employee weighted average of female and minority
representation rates for all Equal Employment Opportunity (EEO) categories, except Officials
and Managers, which are double weighted.

Modifier

The Modifier is a normalizing function that allocates the available funding to each business unit
and operating company based on the group’s performance relative to the performance of all other
business units and operating companies. This results in performance differentiated Overall
Scores that fully utilize but never exceed the funding available.

The modifier is calculated as the Overall Score for the Funding Measures divided by the Average
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Operating Performance Score (AOPS)* for all business units and operating companies as shown
below:

Overall Funding Score
AOPS

= Modifier

Maximum Score
If the application of the Modifier results in an Overall Score? for the Plan that exceeds 200% of
target, then the Overall Score is capped at 200% of target.

Performance Adjustment

A Performance Adjustment may be used to increase or decrease the Overall Score for the Plan to
the extent that the Plan Compensation Committee determines that the Overall Score does not
appropriately reflect the group’s performance for the year. Such adjustments may be used to
capture those aspects of a group’s performance that are difficult to quantify or that were not
adequately included in the performance measures established at the beginning of the year. For
example, a Performance Adjustment might be used to reward a group for successfully
completing an important project that was not anticipated at the time the ICP goals were
established.

Individual Performance Factor

Management determines individual awards for all employees in positions in the new SP20 salary
plan as well as those in exempt positions in the old salary structure. These determinations are
based on an assessment of each employee’s relative individual performance, the value of their
contribution to AEP, business unit, department and individual goals and other business factors,
potentially including recent and pending employment changes. Individual performance factors
have a lower limit of 0% and no upper limit. However, the approval of a member of the
Executive Council is required for individual awards in excess of a participant’s maximum award
opportunity (see the Target and Maximum Awards section below). In addition managers cannot
exceed their award pool.

In determining individual performance factors, managers are expected to assess employee
performance and contribution relative to other employees in the same position or grade level as
well as the performance expectations for that position. Managers are also expected to avoid a
bias in favor of positions at either higher or lower salary grade levels in the organization.

Eligible Earnings
ICP Eligible Earnings include the following:

1. Regular Earnings — Straight Rate
2. Paid Vacation
3. Paid Holidays

! AOPS is the average of the Operating Performance Scores for all incentive groups weighted by the aggregate
target incentive award for all participants in each incentive group (see attached scorecard for an example).

2 See Sample Scorecard for the definition and an example of the calculation of the Overall Score.
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Earnings not classified as one of the above types in AEP’s payroll system are not considered for
award calculation purposes.

Target and Maximum Award Opportunity

A participant’s target award percent is based on the salary grade for his/her position as of the
last day of the last pay period that will be paid during the Plan Year, as shown in the chart
below, except as discussed below for employees in positions at or above SP20 salary plan grade
12 or EXEM salary plan grade 30 at any point during the Plan Year who change targets during
the Plan Year:

New Grade Structure

Salary Plan Grade Target %"
1 5%
2 5%
3 5%
4 6%
5 8%
6 9%
7 10%
8 10%

SP20 9 15%
10 20%
11 25%
12 30%
13 35%
14 40%
15 45%
16 50%
17 55%




KPSC Case No. 2017-00179

KIUC's First Set of Data Requests Dated August 14th, 2017
Item No. 30

Attachment 1

Page 252 of 392

New Grade Structure
Salary Plan Grade Target %

18 60%

19 80%

20 (CEQ) 125%

" As a percent of eligible earnings.
Old Grade Structures
Salary Plan Grade Target %*
All nonexempt salary structures All grades 506
and wage schedules except SP20
1-6 5%
7-12 %
13- 20 10%
21-24 15%
25-26 17%
27 20%
28 22%
EXEM (Old Exempt Structure) 29 2504
30-32 27%
33 30%
34-35 35%
36 40%
38 45%
* 40 50%
As a percent of eligible earnings.

A participant’s maximum individual award percent is the greater of two times his or her target
award percent or the Overall Score for the Plan plus 50% of the target score. This enables
managers to positively differentiate awards by up to 50% of an employee’s target award to
reflect strong individual employee performance even if the Overall Score for the Plan is between
150% and the 200% of target maximum score. A participant’s target and maximum award
opportunity is their target or maximum award percentage multiplied by their eligible earnings.
The approval of a member of AEP’s Executive Council in the participant’s chain of command is
required for awards in excess of a participant’s maximum award opportunity.

The award opportunity for employees in SP20 grade 12 or EXEM grade 30 and higher positions
at any point during the Plan Year whose target changes will be prorated on a monthly basis and
calculated as the total of the independently calculated award opportunities for each position held
during the Plan Year, including the earnings, target award percent, and Overall Score for each
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such position. This calculation will be performed as shown in the example below:

Position 1: Earnings * Target Award % * Overall Score = $ Pos 1
Position 2: Earnings * Target Award % * Overall Score = $ Pos 2
Position 3: Earnings * Target Award % * Overall Score = $ Pos 3
= Total Award Opportunity

The target awards for employees in positions below SP20 salary plan grade 12 or EXEM salary
plan grade 30 for the entire Plan Year will be calculated based on the target percent and Overall
Score for the position held as of the last day of the last full pay period of the Plan Year.

Award Calculation

Because the Plan includes several discretionary factors, attainment of performance objectives
does not guarantee the payment of awards. An award pool will be calculated for each group
based on the scores for each performance measure as soon as practical after the conclusion of the
Plan Year. The final score for each performance objective is rounded to three decimal places.

The Modifier is computed as follows:

e AEP’s funding measures are compared to their performance targets to determine their
performance scores, which are rounded to three decimal places (e.g., 105.5% or 1.055).
The Weighted Average Score is then calculated based on the weight assigned to each
funding measure.

e The Average Operating Performance Score (AOPS) is the average of the Operating
Performance Scores for all annual incentive plans (each of which is rounded to three
decimal places) weighted by the sum of the incentive targets for all participants in each
plan. AOPS is then rounded to three decimal places (e.g., 125.7% or 1.257).

e The Modifier is the Weighted Average Score for the Funding Measures divided by
AOPS, the result of which is rounded to three decimal places (e.g., 1.055/ 1.257 = .839)

Board Policy on Recouping Incentive Compensation

This policy applies to all executive officers of the Company as well as all other employees of the
Company or any of its subsidiaries at salary grade 15 or equivalent and higher, regulated
operating company presidents and officer direct reports to the Company’s Chief Executive
Officer (collectively, the “Covered Employees™).

This policy relates to incentive compensation paid or payable to such Covered Employees,
whether under this Plan, the Company’s Long Term Incentive Plan or otherwise.

The Board of Directors believes, subject to the exercise of its discretion based on the facts and
circumstances of a particular case, that incentive compensation provided by the Company should
be reimbursed to the Company if, in the Board’s determination:

e Such incentive compensation was received by a Covered Employee where the payment or
the award was predicated upon the achievement of financial or other results that were
subsequently materially restated or corrected, and

e Incentive compensation would have been materially lower had the achievement been
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calculated on such restated or corrected financial or other results.

Therefore, the Plan, hereby, requires Cover Employees to reimburse the Company, if and to the
extent that, in the Board’s view, such reimbursement is warranted by the facts and circumstances
of the particular case or if the applicable legal requirements impose more stringent requirements
on the Company to obtain reimbursement of such compensation. The Company also may retain
any deferred compensation credited to a Covered Employee, including earnings thereon, if, when
and to the extent that it otherwise would become payable.

This right to reimbursement is in addition to, and not in substitution for, any and all other rights
the Company might have to pursue reimbursement or such other remedies against a Covered
Employee in the course of employment by the Company or otherwise based on applicable legal
considerations, all of which are expressly retained by AEP.

Administration

Plan Compensation Committee

The Plan is administered by the HR Committee of the Board of Directors with respect to
executives in the HR Committee Review Group and a Plan Compensation Committee consisting
of AEP’s CEO, COO, CFO, General Counsel and Chief Administrative Officer with respect to
all other employees, in either case (“the Committee). The CEO of American Electric Power
Company, Inc. may change the composition and number of members of the Plan Compensation
Committee at any time for any reason. The Committee may delegate day-to-day authority to
administer the Plan, as they deem appropriate. In lieu of an official meeting, the Committee may
act by written or electronic consent of a majority of its members. The Committee’s
interpretations of the Plan provisions are conclusive and binding on all Participants.

The Committee has sole authority to amend or terminate the Plan and may do so at any time, for
any reason, either with or without notice. The Committee may adopt, delete, modify or adjust
performance objectives, metrics and weights at any time, including after the conclusion of a Plan
Year, should the Committee determine that changes in AEP’s structure or other significant
business situations would produce an Overall Score or awards for a Plan Year that are not
reflective of the underlying economics or performance of the business. The Committee may also
modify the eligibility criteria for the Plan, add or delete individual participants or groups of
participants and adjust any or all award payouts.

Executive Council members with management responsibility for a business unit or staff function
served by the Plan have the authority to increase or decrease the award pool for any group under
their purview, provided that such adjustments do not increase the total of all award pools under
their purview.

Plan Year
A “Plan Year” begins on January 1% and ends on December 31% of each year for which the Plan
is in effect.
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Participation
All full-time and regular part-time AEP employees who are actively employed during the Plan

Year will be “Participants” in the Plan for such Plan Year except:

1. Employees participating in any other annual AEP incentive plan,

2. Employees participating in any other plan or agreement that explicitly excludes their
participation in the Plan or annual incentive compensation plans in general,

3. Employees represented by unions that decline the opportunity to participate in the Plan or
all similar incentive plans,

4. Temporary employees and contract workers, and

5. Employees hired by AEP on or after December 1 of such Plan Year.

Participation in an incentive compensation plan in any Plan Year shall not confer any right to
continued employment or to continued participation in the Plan for any subsequent Plan Year.

Participant Responsibility

Plan Participants are expected to comply with all applicable company policies and directives as
well as all applicable laws and regulations. Failure to do so may have many serious
consequences, including but not limited to forfeiture of award eligibility in the current and future
Plan Years.

Award Eligibility
Participants must be actively employed on the last day of a Plan Year to be eligible to receive an
award for that Plan Year, except as otherwise noted below.

If a Participant transfers during the Plan Year to a position that is ineligible to participate in the
Plan, then such Participant will be ineligible to receive an award for such Plan Year from the
Plan, unless the participant was SP20 salary plan grade 12 or EXEM salary plan grade 30 or
higher during the Plan Year. In which case, the participant will be eligible for a prorated award
for the Plan Year as specified in the “Target and Maximum Award Opportunity” section above.

If a participant is on Leave of Absence status as of the last day of the Plan Year, the Participant
will be eligible to receive an award for the Plan Year to the extent that they have eligible
earnings for the Plan Year.

Employees who become inactive during the Plan Year due to participation in an AEP long-term
disability plan will be eligible to receive an award for that Plan Year to the extent that they have
eligible earnings for the Plan Year, although long-term disability benefits are not ICP eligible
earnings.

Participants forfeit their incentive plan eligibility if they are discharged for cause or resign in lieu
of being “discharged for cause” at any time prior to the award payment date, unless the Plan
Compensation Committee approves an award payment to such employee.

Satisfaction of eligibility criteria does not guarantee the payment of any awards.
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Termination Due to Death or Retirement
Participants remain eligible for an award, based on their eligible earnings for a Plan Year, if their
employment with AEP is terminated during the Plan Year due to their death or retirement and
they were employed by AEP through at least the first 3 months of the Plan Year. In the event of
a Participant's death, any award to which they would otherwise be entitled will become payable
to the Participant’s estate. For the purposes of the Plan, “retirement” is defined as termination of
employment for any reason other than for cause or as part of a voluntary or involuntary
severance or layoff, after the Participant attains at least age 55 and five years of AEP service.

Termination Due to Voluntary and Involuntary Severance and Layoffs

Due to the severe financial constraints that generally give rise to the need for employee
severances and layoffs, Participants with both discretionary and non-discretionary award
opportunities are ineligible for an award if they would have a separation from service with AEP
during the Plan Year as part of a voluntary or involuntary severance program or a layoff as
defined under a collective bargaining agreement or the Supplemental Handbook and they are not
rehired during the Plan Year. Severed employees are ineligible for an award even if, in
connection with their severance, they are (a) placed on a Leave of Absence or (b) offered, but
fail to meet the qualifications to be paid a severance benefit (e.g., if they would fail to timely
sign and return, a Severance and Release of All Claims Agreement). In the event a severed
employee is rehired during the Plan Year, such Participant will be eligible for an award only to
the extent of their earnings for the period after they were rehired.

Resignations after the Plan Year

Participants who are actively employed on the last day of a Plan Year but who subsequently
voluntarily resign their employment remain eligible for an award. However, for discretionary
participants, their actual or pending voluntary resignation is a business factor that management
may consider in determining their award payment, if any.

Award Payment

Award payment will be made within 2-1/2 months after the end of the year or as soon as
practical thereafter if it is impractical, either administratively or economically, to make payments
within this time period.

The Plan is hereby approved by:

EVP or Higher Name Date
EVP Title
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American Electric Power System
2015 Long-Term Incentive Plan

ARTICLE 1 - ESTABLISHMENT, EFFECTIVENESS, PURPOSE AND
DURATION

Section 1.01. Establishment. American Electric Power Company, Inc., a New
York corporation (hereinafter referred to as the “Company”), establishes an incentive
compensation plan to be known as the American Electric Power System 2015 Long-Term
Incentive Plan (hereinafter referred to as this “Plan”), as set forth in this document.

Section 1.02. Effectiveness. This Plan shall become effective upon shareholder
approval (the “Effective Date”) and shall remain in effect as provided in Section 1.04.
Subject to the approval of the Company’s shareholders of this Plan, no further awards shall be
granted under the Prior Plan as of the Effective Date.

Section 1.03. Purpose of This Plan. The purposes of the Plan are to: (a)
strengthen the alignment of interests between those Employees and Directors of the Company
and its Subsidiaries who share responsibility for the success of the business and those of the
Company’s shareholders, (b) facilitate the use of long-term incentive compensation and the
provisions of market competitive total compensation to Employees, (c) increase Employee
ownership of shares of the Company’s common stock to encourage ownership behaviors, and
(d) encourage Plan Participant retention. This Plan permits the grant of Nonqualified Stock
Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock, Restricted
Stock Units, Performance Shares, Performance Units, Cash-Based Awards and Other Stock-
Based Awards.

Section 1.04. Duration of This Plan. Unless sooner terminated as provided
herein, this Plan shall terminate ten years from the Effective Date. After this Plan is
terminated, no Awards may be granted but Awards previously granted shall remain
outstanding in accordance with their applicable terms and conditions and this Plan’s terms and
conditions. Notwithstanding the foregoing, no Incentive Stock Options may be granted more
than ten years after the earlier of (a) adoption of this Plan by the Board, or (b) the Effective
Date.

ARTICLE 2 - DEFINITIONS

Whenever used in this Plan, the following terms shall have the meanings set forth
below, and when the meaning is intended, the initial letter of the word shall be capitalized.
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“Affiliate” means any corporation or other entity (including, but not limited to, a
partnership or a limited liability company) that is affiliated with the Company through stock
or equity ownership or otherwise, including each Subsidiary and any other corporation or
entity designated as an Affiliate for purposes of this Plan by the Committee.

“Aggregate Share Authorization” has the meaning set forth in Section 4.01.
“Annual Award Limit” has the meaning set forth in Section 4.03.

“Award” means, individually or collectively, a grant under this Plan of Nonqualified
Stock Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock,
Restricted Stock Units, Performance Shares, Performance Units, Cash-Based Awards, or Other
Stock-Based Awards, in each case subject to the terms of this Plan.

“Award Agreement” means either (i) an agreement entered into by the Company and a
Participant setting forth the terms and provisions applicable to an Award granted under this Plan,
or (i) a written or electronic statement issued by the Company to a Participant describing the
terms and provisions of such Award, including any amendment or modification thereof. The
Committee may provide for the use of electronic, Internet, or other non-paper Award
Agreements, and the use of electronic, Internet, or other non-paper means for the acceptance
thereof and actions thereunder by a Participant.

“Board” or “Board of Directors” means the Board of Directors of the Company.

“Cash-Based Award” means an Award, denominated in cash, granted to a Participant as
described in Article 10.

“Code” means the U.S. Internal Revenue Code of 1986, as amended from time to time.
For purposes of this Plan, references to sections of the Code shall be deemed to include
references to any applicable regulations or other published guidance thereunder and any
successor or similar provision.

“Committee” means the Human Resources Committee of the Board or a subcommittee
thereof, or any other committee designated by the Board to administer this Plan. The members of
the Committee shall be appointed from time to time by the Board. The Committee shall consist
of three or more persons, each of whom qualifies as a “non-employee director” within the
meaning of Rule 16b-3 of the Exchange Act and as an “outside director” within the meaning of
Code Section 162 (m).

“Company” has the meaning set forth in Section 1.01, and any successor thereto as
provided in Article 21.

“Covered Employee” means any Participant who, in the sole judgment of the
Committee, could be treated as a “covered employee” under Section 162(m) at the time income
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may be recognized by such Participant in connection with an Award that is intended to qualify
for exemption under Section 162(m).

“Director” means any individual who is a member of the Board of Directors of the
Company and who is not an Employee of the Company.

“Director Award” means any Award granted, whether singly, in combination, or in
tandem, to a Participant who is a Director pursuant to such applicable terms, conditions, and
limitations as the Board may establish in accordance with this Plan.

“Effective Date” has the meaning set forth in Section 1.02.

“Employee” means any individual designated as an employee of the Company, its
Affiliates, and/or its Subsidiaries on any of their payroll records.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to
time. For purposes of this Plan, references to sections of the Exchange Act shall be deemed to
include references to any applicable regulations or other published guidance thereunder and any
successor or similar provision.

“Fair Market Value” or “FMV” means a price that is based on the opening, closing,
actual, high, low, or average selling prices of a Share reported on the New York Stock Exchange
(“NYSE”) or other established stock exchange (or exchanges) on the applicable date, the
preceding trading day, the next succeeding trading day, or an average of trading days, as
determined by the Committee in its discretion. Unless the Committee determines otherwise or
unless otherwise specified in an Award Agreement, Fair Market VValue shall be the closing price
of a Share on the date in question (or, if there is no reported sale on such date, on the last
preceding date on which Shares were publicly traded). In the event that Shares are not publicly
traded at the time a determination of their value is required to be made hereunder, the
determination of their Fair Market Value shall be made by the Committee in such manner as it
deems appropriate.

“Full Value Award” means an Award other than an Award in the form of a Nonqualified
Stock Option, Incentive Stock Option or Stock Appreciation Right, and which is settled by the
issuance of Shares.

“Grant Price” means the price established at the time of grant of an SAR pursuant to
Article 7, used to determine whether there is any payment due upon exercise of the SAR.

“Incentive Stock Option” or “ISO” means an Option to purchase Shares granted under
Article 6 to an Employee that is designated as an Incentive Stock Option and intended to meet
the requirements of Code Section 422.

“Nonqualified Stock Option” or “NQSO” means an Option that is not intended to
meet the requirements of Code Section 422, or that otherwise does not meet such requirements.
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“Option” means an Incentive Stock Option or a Nonqualified Stock Option, as granted
pursuant to Article 6.

“Option Price” means the price at which a Share may be purchased by a Participant
pursuant to an Option.

“Option Term” means the period of time during which an Option is exercisable as the
Committee shall determine at the time of grant; provided, however, no Option shall be
exercisable later than the tenth anniversary of its grant date.

“Other Stock-Based Award” means an equity-based or equity-related Award not
otherwise described by the terms of this Plan, granted pursuant to Article 10.

“Participant” means any eligible individual as set forth in Article 5 to whom an Award
is granted.

“Performance-Based Compensation” means compensation under an Award that is
intended to satisfy the requirements of Code Section 162(m) for certain performance-based
compensation paid to Covered Employees.

“Performance Measures” means measures as described in Article 12 on which the
performance goals are based and which are approved by the Company’s shareholders pursuant to
this Plan in order to satisfy the requirements for Performance-Based Compensation.

“Performance Period” means the period of time during which pre-established
performance goals must be met in order to determine the degree of payout and/or vesting with
respect to an Award.

“Performance Share” means an Award granted pursuant to Article 9 that is denominated
in Shares, the value of which at the time it is payable is determined based on achievement of
corresponding performance criteria.

“Performance Unit” means an Award granted under Article 9 that is denominated in
dollars, the value of which at the time it is payable is determined based on achievement of
corresponding performance criteria.

“Period of Restriction” means the period when Restricted Stock or Restricted Stock
Units are subject to a substantial risk of forfeiture (based on the performance of services, the
achievement of performance goals, or the occurrence of other events as determined by the
Committee, in its discretion), as provided in Article 8.

“Person” shall have the meaning ascribed to such term in Section 3(a)(9) of the
Exchange Act and used in Sections 13(d) and 14(d) thereof, including a “group” as defined in
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Section 13(d) thereof.

“Plan” has the meaning set forth in Section 1.01, as the same may be amended from time
to time.

“Plan Year” means the calendar year.

“Prior Plan” means the Amended and Restated American Electric Power System Long-
Term Incentive Plan, last approved by shareholders on April 27, 2010, as amended.

“Prior Plan Award” means an award granted under the Prior Plan that is outstanding as
of the Effective Date.

“Restricted Stock” means an Award granted pursuant to Article 8, as set forth therein.

“Restricted Stock Unit” means an Award granted pursuant to Article 8, as set forth
therein.

“Share” means a share of common stock of the Company.

“Stock Appreciation Right” or “SAR” means an Award, designated as an SAR, granted
pursuant to Article 7.

“Stock Ownership Participant” means any eligible individual as set forth in Article 5 to
whom an Award is granted that is subject to the Stock Ownership Requirement Plan.

“Stock Ownership Requirement Plan” means the American Electric Power System
Stock Ownership Requirement Plan that imposes minimum stock ownership requirements on
certain executives of the Company or an Affiliate.

“Subsidiary” means any corporation or other entity, whether domestic or foreign, in
which the Company has or obtains, directly or indirectly, a proprietary interest of 50% or more
by reason of stock ownership or otherwise.

ARTICLE 3 - ADMINISTRATION

Section 3.01. General. The Committee shall be responsible for administering this
Plan, subject to this Article 3 and the other provisions of this Plan. The Committee may
employ attorneys, consultants, accountants, agents, and other individuals, any of whom may
be an Employee, and the Committee, the Company, and its officers and Directors shall be
entitled to rely upon the advice, opinions, or valuations of any such individuals. All actions
taken and all interpretations and determinations made by the Committee shall be final and
binding upon the Participants, the Company, and all other interested persons.
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Section 3.02. Authority of the Committee. The Committee shall have full
discretionary power to interpret the terms and the intent of this Plan and any Award Agreement
or other agreement or document ancillary to or in connection with this Plan, to determine
eligibility for Awards and to adopt such rules, regulations, forms, instruments, and guidelines
for administering this Plan as the Committee may deem necessary or proper. Such authority
shall include, but not be limited to, selecting Award recipients, establishing all Award terms and
conditions, including the terms and conditions set forth in Award Agreements, granting Awards
as an alternative to or as the form of payment for grants or rights earned or due under
compensation plans or arrangements of the Company, construing any ambiguous provision of
the Plan or any Award Agreement, and, subject to Article 18, adopting modifications and
amendments to this Plan or any Award Agreement, including without limitation, any that are
necessary to comply with or qualify for the laws of the countries and other jurisdictions in
which the Company, its Affiliates, and/or its Subsidiaries operate.

Section 3.03 Delegation. To the extent permitted under applicable law, the
Committee may delegate to one or more of its members or to one or more employees of the
Company and/or its Subsidiaries, such administrative duties or powers as it may deem
advisable, and the Committee or any individuals to whom it has delegated duties or powers as
aforesaid may employ one or more individuals to render advice with respect to any
responsibility that the Committee or such individuals may have under this Plan. The Committee
may, by resolution, authorize one or more persons who are members of the Committee,
members of the Board of Directors of the Company, or an officer of the Company to do one or
both of the following on the same basis as can the Committee: (a) designate Employees to be
recipients of Awards; and (b) determine the size of any such Awards; provided, however, (i) the
Committee shall not delegate such responsibilities to any such person for Awards granted to an
Employee who is, on the relevant date, a Covered Employee or an officer or Director for
purposes of Section 16 of the Exchange Act; (ii) the resolution providing such authorization sets
forth the total number of Shares underlying Awards such person(s) may grant; and (iii) the
person(s) shall report periodically to the Committee regarding the nature and scope of the
Awards granted pursuant to the authority delegated.

ARTICLE 4 - SHARES SUBJECT TO THIS PLAN AND MAXIMUM AWARDS

Section 4.01. Number of Shares Available for Awards. (a) Subject to
adjustment as provided in Section 4.04 , the maximum number of Shares available for grant to
Participants under this Plan (the “Aggregate Share Authorization) shall be 10 million Shares.
No further Awards may be granted under the Prior Plan as of the Effective Date. The number
of shares issuable under the Prior Plan may, however, increase due to dividend shares and
performance shares issued in connection with awards outstanding under the Prior Plan.

(b) To the extent that a Share is issued pursuant to the grant or exercise of a Full Value
Award, it shall reduce the Aggregate Share Authorization by one Share; and, to the extent that a
Share is issued pursuant to the grant or exercise of an Award other than a Full Value Award, it
shall reduce the Aggregate Share Authorization by 0.286 of a Share.
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(c) The maximum number of Shares that may be issued pursuant to ISOs under this Plan
shall be equal to the Aggregate Share Authorization.

(d) The maximum aggregate value of Awards that may be granted to any Director under
this Plan during any calendar year shall not exceed $700,000, as determined by the Board based
on the value of any Award at the time of grant.

Section 4.02. Share Usage. (a) Shares covered by an Award shall be counted as
used only to the extent they are actually issued. Except as provided in Section 4.02(b), any
Shares related to Awards that terminate by expiration, forfeiture, cancellation, or otherwise
without the issuance of such Shares, are settled in cash in lieu of Shares, or are exchanged with
the Committee’s permission (prior to the issuance of Shares) for Awards not involving Shares,
shall be available again for grant under this Plan.

(b) Any Award Shares tendered, exchanged or withheld to cover Option exercise costs,
any Award Shares withheld to cover taxes, and all Shares underlying an Award of Stock
Appreciation Rights once such Stock Appreciation Rights are exercised, shall be taken into
account as Shares issued under this Plan.

Section 4.03. Annual Award Limits. The following limits (each an “Annual
Award Limit” and, collectively, “Annual Award Limits”) shall apply to grants of Awards
under this Plan:

(a) Options. The maximum aggregate number of Shares subject to Options granted in any
one Plan Year to any one Participant shall be 2,000,000.

(b) SARs. The maximum aggregate number of Shares subject to Stock Appreciation
Rights granted in any one Plan Year to any one Participant shall be 2,000,000.

(c) Restricted Stock or Restricted Stock Units. The maximum aggregate grant with
respect to Awards of Restricted Stock or Restricted Stock Units in any one Plan Year to any one
Participant shall be 400,000 Shares.

(d) Performance Units or Performance Shares. The maximum aggregate number of
Performance Units or Performance Shares that a Participant may be awarded in any one Plan
Year shall be 400,000 Shares. As provided in Section 9.03, up to 2 Shares (or the cash value of 2
Shares) may be issued with respect to a Performance Unit or Performance Share, depending on
the level of performance, plus any applicable Dividend Equivalents.

(e) Cash-Based Awards. The maximum aggregate amount awarded with respect to Cash-
Based Awards to any one Participant in any one Plan Year may not exceed $15,000,000,
determined as of the date of payment.
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(f) Other Stock-Based Awards. The maximum aggregate grant with respect to Other
Stock- Based Awards pursuant to Section 10.02 in any one Plan Year to any one Participant shall
be 400,000 Shares.

Section 4.04. Adjustments in Authorized Shares. (a) In the event of any
corporate event or transaction (including, but not limited to, a change in the Shares or
capitalization of the Company) such as a merger, consolidation, reorganization, recapitalization,
separation, partial or complete liquidation, stock dividend, stock split, reverse stock split, split
up, spin-off, or other distribution of stock or property of the Company, combination of Shares,
exchange of Shares, dividend in kind, or other like change in capital structure, number of
outstanding Shares, or distribution (other than normal cash dividends) to shareholders of the
Company, or any similar corporate event or transaction, or in the event of unusual or
nonrecurring events affecting the Company or the financial statements of the Company or of
changes in applicable laws, regulations, or accounting principles, the Committee, in order to
prevent dilution or enlargement of Participants’ rights under this Plan, shall substitute or
adjust, as applicable, the number and kind of Shares that may be granted under this Plan or
under particular forms of Awards, the number and kind of Shares subject to outstanding
Awards, the Option Price or Grant Price applicable to outstanding Awards, the Annual Award
Limits, and other value determinations applicable to outstanding Awards. The Committee, in
its discretion, shall determine the methodology or manner of making such substitution or
adjustment.

(b) The Committee, in its sole discretion, may also make appropriate adjustments in the
terms of any Awards under this Plan to reflect, or that relate to, the changes or distributions
described in Section 4.04 and to modify any other terms of outstanding Awards, including
modifications of performance goals and changes in the length of Performance Periods. The
Committee shall not make any adjustment pursuant to this Section 4.04. that would (i) prevent
Performance-Based Compensation from satisfying the requirements of Code Section 162(m), (ii)
cause an Award that is otherwise exempt from Code Section 409A to become subject to Section
409A, or (iii) cause an Award that is subject to Code Section 409A to fail to satisfy the
requirements of Section 409A. The determination of the Committee as to the foregoing
adjustments, if any, shall be conclusive and binding on Participants under this Plan.

(c) Subject to the provisions of Article 18 and notwithstanding anything else herein to the
contrary, without affecting the number of Shares reserved or available hereunder, the Committee
may authorize the issuance or assumption of benefits under this Plan in connection with any
merger, consolidation, acquisition of property or stock, or reorganization upon such terms and
conditions as it may deem appropriate.

Section 4.05. Source of Shares. The Shares available for issuance under
this Plan may be authorized and unissued Shares, treasury Shares or Shares acquired
in the open market.
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ARTICLE 5 - ELIGIBILITY AND PARTICIPATION

Section 5.01. Eligibility. Individuals eligible to participate in this Plan include all
Employees and Directors.

Section 5.02. Actual Participation. Subject to the provisions of this Plan, the
Committee may, from time to time, select from all eligible individuals those individuals to

whom Awards shall be granted and shall determine, in its sole discretion, the nature of any
and all terms permissible by law, and the amount of each Award.

ARTICLE 6 - STOCK OPTIONS

Section 6.01. Grant of Options. Subject to the terms and provisions of this
Plan, Options may be granted to Participants in such number, and upon such terms, and at
any time and from time to time as shall be determined by the Committee, in its sole
discretion; provided that ISOs may be granted only to eligible Employees of the Company
or of any parent or subsidiary corporation (to the extent permitted under Code Sections 422
and 424).

Section 6.02. Award Agreement. Each Option grant shall be evidenced by an
Award Agreement that shall specify the Option Price, the maximum duration of the Option,
the number of Shares to which the Option pertains, the conditions upon which an Option
shall become vested and exercisable, and such other provisions as the Committee shall
determine which are not inconsistent with the terms of this Plan.

Section 6.03. Option Price. The Option Price for each grant of an Option under
this Plan shall be determined by the Committee in its sole discretion and shall be specified
in the Award Agreement; provided, however, the Option Price must be at least equal to
100% of the FMV of Shares on the date of grant, subject to adjustment as provided for in
Section 4.04.

Section 6.04. Term of Options. Each Option granted to a Participant shall expire
at such time as the Committee shall determine and set forth in the Award Agreement at the
time of grant; provided, however, no Option shall be exercisable later than the tenth
anniversary date of its grant.

Section 6.05. Exercise of Options. Options granted under this Article 6 shall be
exercisable at such times and be subject to such restrictions and conditions as the Committee
shall in each instance approve, which terms and restrictions need not be the same for each
grant or for each Participant; provided, however, that no Option shall be exercisable within
three (3)years from its grant date (but may vest no sooner than pro-rata during such
period),provided, that up to five percent (5%) of the maximum number of Shares available for
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issuance under this Plan may be granted without being subject to the foregoing restriction and
the restriction set forth in Section 7.05. The foregoing five percent (5%) share issuance limit
shall be subject to adjustment consistent with the adjustment provisions of Section 4.04.

Section 6.06. Payment. (a) Subject to Section 6.09, Options granted under this
Article 6 shall be exercised by the delivery of a notice of exercise to the Company or an
agent designated by the Company in a form specified or accepted by the Committee, or by
complying with any alternative procedures which may be authorized by the Committee,
setting forth the number of Shares with respect to which the Option is to be exercised,
accompanied by full payment for the Shares. The Shares shall become the property of the
Participant on the exercise date, subject to any forfeiture conditions specified in the
Option.

(b) A condition of the issuance of the Shares as to which an Option shall be exercised
shall be the payment of the Option Price at the time of the exercise. The Option Price of any
Option shall be payable to the Company in full either (i) in cash or its equivalent; (ii) by
tendering (either by actual delivery or attestation) previously acquired Shares having an
aggregate Fair Market Value at the time of exercise equal to the Option Price; (iii) by a cashless
(broker-assisted) exercise; (iv) by a combination of (i), (ii) and/or (iii); or (v) any other method
approved or accepted by the Committee in its sole discretion. Unless otherwise determined by
the Committee, all payments under all of the methods indicated above shall be paid in United
States dollars.

(c) Subject to any governing rules or regulations, as soon as practicable after receipt of
written notification of exercise and full payment (including satisfaction of any applicable tax
withholding), the Company shall deliver or cause to be delivered to the Participant a statement of
holdings as evidence of book entry uncertificated Shares, or at the sole discretion of the
Committee upon the Participant’s request, Share certificates in an appropriate amount based
upon the number of Shares purchased under the Option(s).

Section 6.07. Restrictions on Share Transferability. The Committee may
impose such restrictions on any Shares acquired pursuant to the exercise of an Option
granted under this Article 6 as it may deem advisable, including, without limitation,
minimum holding period requirements, restrictions under applicable federal securities laws,
under the requirements of any stock exchange or market upon which such Shares are then
listed and/or traded, or under any blue sky or state securities laws applicable to such Shares.

Section 6.08. Termination of Employment. Each Participant’s Award
Agreement shall set forth the extent, if any, to which the Participant shall have the right to
exercise the Option following termination of the Participant’s employment or provision of
services to the Company, its Affiliates, and/or its Subsidiaries, as the case may be. Such
provisions shall be determined in the sole discretion of the Committee, shall be included in the
Award Agreement entered into with each Participant, need not be uniform among all Options
granted pursuant to this Article 6, and may reflect distinctions based on the reasons for
termination.
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Section 6.09. Automatic Option Exercise. An Award Agreement may provide
that if, on the last day of the term of an Option, the Fair Market Value of one Share exceeds
the Option Price plus associated fees, if the Participant has not exercised the Option, and the
Option has not otherwise expired, the Option shall be deemed to have been exercised by the
Participant on such day. In such event, the Company shall deliver Shares to the Participant in
accordance with this Section 6.09, reduced by the number of Shares required for payment of
the exercise price and for payment of withholding taxes; any fractional Share shall be settled
in cash.

Section 6.10. Stock Retention. So long as a Stock Ownership Participant has not
met all applicable stock ownership requirements under the Stock Ownership Requirement Plan,
the Stock Ownership Participant will be required to hold the Shares received upon the exercise of
Options (net of any Shares used for payment of the exercise price of the Option and withholding
taxes).

ARTICLE 7 - STOCK APPRECIATION RIGHTS

Section 7.01. Grant of SARs. Subject to the terms and conditions of this Plan,
SARs may be granted to Participants at any time and from time to time as shall be determined
by the Committee. Subject to the terms and conditions of this Plan, the Committee shall have
complete discretion in determining the number of SARs granted to each Participant and,
consistent with the provisions of this Plan, the terms and conditions pertaining to such SARs.

Section 7.02. SAR Award Agreement. Each SAR grant shall be evidenced by an
Award Agreement that shall specify the Grant Price, the maximum duration of the SAR, the
number of Shares to which the SAR pertains, the conditions upon which an SAR shall become
vested and exercisable, and such other provisions as the Committee shall determine which are
not inconsistent with the terms of this Plan.

Section 7.03. Grant Price. The Grant Price for each grant of an SAR shall be
determined by the Committee and shall be specified in the Award Agreement; provided,
however, the Grant Price on the date of grant must be at least equal to 100% of the FMV of
the Shares as determined on the date of grant.

Section 7.04. Term of SAR. The term of an SAR granted under this Plan shall be
determined by the Committee, in its sole discretion, and set forth in the Award Agreement at
the time of grant; provided, however, that no SAR shall be exercisable later than the tenth
anniversary date of its grant.

Section 7.05. Exercise of SARs. SARs granted under this Article 7 shall be
exercisable at such times and be subject to such restrictions and conditions as the Committee
shall in each instance approve, which terms and restrictions need not be the same for each
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grant or for each Participant; provided, however, that no SAR shall be exercisable within three
(3) years from its grant date (but may vest no sooner than pro-rata during such period),
provided, that up to five percent (5%) of the maximum number of Shares available for issuance
under this Plan may be granted without being subject to the foregoing restriction and the
restriction set forth in Section 6.05. The foregoing five percent (5%) share issuance limit shall be

subject to adjustment consistent with the adjustment provisions of Section 4.04.

Section 7.06. Settlement of SARs. Upon the exercise of an SAR, a Participant shall
be entitled to receive payment from the Company on the exercise date in an amount
determined by multiplying: (a) the excess of the Fair Market Value of a Share on the date of
exercise over the Grant Price; by (b) the number of Shares with respect to which the SAR is
exercised.

At the discretion of the Committee, the payment upon SAR exercise may be in cash,
Shares, or any combination thereof, or in any other manner approved by the Committee in its
sole discretion. The Committee’s determination regarding the form of SAR payout shall be
set forth in the Award Agreement pertaining to the grant of the SAR.

Section 7.07. Termination of Employment. Each Award Agreement shall
set forth the extent to which the Participant shall have the right to exercise the SAR
following termination of the Participant’s employment with or provision of services to the
Company, its Affiliates, and/or its Subsidiaries, as the case may be. Such provisions shall
be determined in the sole discretion of the Committee, shall be included in the Award
Agreement entered into with Participants, need not be uniform among all SARs granted
pursuant to this Article 7, and may reflect distinctions based on the reasons for termination.

Section 7.08. Other Restrictions. The Committee shall impose such other
conditions and/or restrictions on any Shares received upon exercise of an SAR granted
pursuant to this Plan as it may deem advisable or desirable. These restrictions may include,
but shall not be limited to, a requirement that the Participant hold the Shares received upon
exercise of an SAR for a specified period of time.

Section 7.09. Automatic SAR Exercise. An Award Agreement may provide that
if, on the last day of the term of an SAR, the Fair Market Value of one Share exceeds the Grant
Price of the SAR plus associated fees, if the Participant has not exercised the SAR, and the
SAR has not otherwise expired, the SAR shall be deemed to have been exercised by the
Participant on such day. In such event, the Company shall deliver payment to the Participant in
accordance with the terms of settlement set forth in Section 7.06.

Section 7.10. Stock Retention. So long as a Stock Ownership Participant has not
met all applicable stock ownership requirements under the Stock Ownership Requirement Plan,
the Stock Ownership Participant will be required to hold the Shares received upon the exercise of
any SAR (net of any Shares used for payment of withholding taxes).
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ARTICLE 8 - RESTRICTED STOCK AND RESTRICTED STOCK UNITS

Section 8.01. Grant of Restricted Stock or Restricted Stock Units. Subject
to the terms and provisions of this Plan, the Committee, at any time and from time to time,
may grant Shares of Restricted Stock and/or Restricted Stock Units to Participants in such
amounts as the Committee shall determine. Restricted Stock Units shall be similar to
Restricted Stock except that no Shares are actually awarded to the Participant on the date of
grant.

Section 8.02. Restricted Stock or Restricted Stock Unit Award
Agreement. Each Restricted Stock and/or Restricted Stock Unit grant shall be evidenced by
an Award Agreement that shall specify the Period (s) of Restriction, the number of Shares of
Restricted Stock or the number of Restricted Stock Units granted, and such other provisions as
the Committee shall determine.

Section 8.03. Other Restrictions. (a) The Committee shall impose such other
conditions and/or restrictions on any Shares of Restricted Stock or Restricted Stock Units
granted pursuant to this Plan as it may deem advisable including, without limitation, a
requirement that Participants pay a stipulated purchase price for each Share of Restricted
Stock or each Restricted Stock Unit, restrictions based upon the achievement of specific
performance goals, time-based restrictions on vesting following the attainment of the
performance goals, time-based restrictions, and/or restrictions under applicable laws or under
the requirements of any stock exchange or market upon which such Shares are listed or
traded, or holding requirements or sale restrictions placed on the Shares by the Company
upon vesting of such Restricted Stock or Restricted Stock Units.

(b) To the extent deemed appropriate by the Committee, the Company may retain any
certificates or statements of holdings representing Shares of Restricted Stock in the Company’s
possession until such time as all conditions and/or restrictions applicable to such Shares have
been satisfied or lapse.

(c) Except as otherwise provided in this Article 8, Shares of Restricted Stock covered by
each Restricted Stock Award shall become freely transferable by the Participant after all
conditions and restrictions applicable to such Shares have been satisfied or lapse (including
satisfaction of any applicable tax withholding obligations), and Restricted Stock Units shall be
paid in cash, Shares, or a combination of cash and Shares as the Committee, in its sole discretion,
shall determine.

Section 8.04. Certificate Legend. In addition to any legends placed on
certificates or statements of holdings pursuant to Section 8.03, each certificate or statement
of holdings representing Shares of Restricted Stock granted pursuant to this Plan may bear a
legend restricting the transfer of such Shares.

Section 8.05. Voting Rights. Unless otherwise determined by the Committee and
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set forth in a Participant’s Award Agreement, to the extent permitted or required by law, as
determined by the Committee, Participants holding Shares of Restricted Stock granted
hereunder may be granted the right to exercise full voting rights with respect to those Shares
during the Period of Restriction. A Participant shall have no voting rights with respect to any
Restricted Stock Units granted hereunder.

Section 8.06. Termination of Employment. Each Award Agreement shall
set forth the extent to which the Participant shall have the right to retain Restricted Stock
and/or Restricted Stock Units following termination of the Participant’s employment with
or provision of services to the Company, its Affiliates, and/or its Subsidiaries, as the case
may be. Such provisions shall be determined in the sole discretion of the Committee, shall
be included in the Award Agreement entered into with each Participant, need not be
uniform among all Shares of Restricted Stock or Restricted Stock Units granted pursuant to
this Article 8, and may reflect distinctions based on the reasons for termination.

ARTICLE 9 - PERFORMANCE UNITS / PERFORMANCE SHARES

Section 9.01. Grant of Performance Units / Performance Shares.
Subject to the terms and provisions of this Plan, the Committee, at any time and from time
to time, may grant Performance Units and/or Performance Shares to Participants in such
amounts and upon such terms as the Committee shall determine.

Section 9.02. Value of Performance Units / Performance Shares. Each
Performance Unit shall have an initial value that is established by the Committee at the time
of grant. Each Performance Share shall have an initial value equal to the Fair Market Value
of a Share on the date of grant. The Committee shall set performance goals in its discretion
which, depending on the extent to which they are met, will determine the value and/or
number of Performance Units/Performance Shares that will be paid out to the Participant.

Section 9.03. Earning of Performance Units / Performance Shares.
Subject to the terms of this Plan, after the applicable Performance Period has ended, the
holder of Performance Units/Performance Shares shall be entitled to receive payout as
provided in Section 9.04 on the value and number of Performance Units/Performance Shares
earned by the Participant over the Performance Period, to be determined as a function of the
extent to which the corresponding performance goals have been achieved. Regardless of the
level of performance achieved, in no event will the number of Shares issued (or the amount
of cash paid) with respect to a Performance Unit/Performance Share exceed 2 Shares (or the
value of 2 Shares), plus any applicable Dividend Equivalents.

Section 9.04. Form and Timing of Payment of Performance Units /
Performance Shares. Payment of earned Performance Units/Performance Shares shall be
as determined by the Committee and as evidenced in the Award Agreement. Any Shares may
be granted subject to any restrictions deemed appropriate by the Committee. The
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determination of the Committee with respect to the form of payout of such Awards shall be
set forth in the Award Agreement pertaining to the grant of the Award.

Section 9.05. Termination of Employment. Each Award Agreement shall
set forth the extent to which the Participant shall have the right to retain Performance Units
and/or Performance Shares following termination of the Participant’s employment with or
provision of services to the Company, its Affiliates, and/or its Subsidiaries, as the case may
be. Such provisions shall be determined in the sole discretion of the Committee, shall be
included in the Award Agreement entered into with each Participant, need not be uniform
among all Awards of Performance Units or Performance Shares awarded pursuant to this
Article 9, and may reflect distinctions based on the reasons for termination.

ARTICLE 10 - CASH-BASED AWARDS AND OTHER STOCK-BASED
AWARDS

Section 10.01. Grant of Cash-Based Awards. Subject to the terms and
provisions of the Plan, the Committee, at any time and from time to time, may grant Cash-
Based Awards to Participants in such amounts and upon such terms as the Committee may
determine.

Section 10.02. Other Stock-Based Awards. The Committee may grant other
types of equity-based or equity-related Awards not otherwise described by the terms of this
Plan (including the grant or offer for sale of unrestricted Shares) in such amounts and subject
to such terms and conditions as the Committee shall determine. Such Awards may involve the
transfer of actual Shares to Participants, or payment in cash or otherwise of amounts based on
the value of Shares and may include, without limitation, Awards designed to comply with or
take advantage of the applicable local laws of jurisdictions other than the United States.

Section 10.03. Value of Cash-Based and Other Stock-Based Awards.
Each Cash-Based Award shall specify a payment amount or payment range as determined by
the Committee. Each Other Stock- Based Award shall be expressed in terms of Shares or
units based on Shares, as determined by the Committee. The Committee may establish
performance goals in its discretion. If the Committee exercises its discretion to establish
performance goals, the number and/or value of Cash-Based Awards or Other Stock-Based
Awards that will be paid out to the Participant will depend on the extent to which the
performance goals are met.

Section 10.04. Payment of Cash-Based Awards and Other Stock-Based

Awards. Payment, if any, with respect to a Cash-Based Award or an Other Stock-Based
Award shall be made in accordance with the terms of the Award, in cash or Shares as the
Committee determines.

Section 10.05. Termination of Employment. The Committee shall determine
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the extent to which the Participant shall have the right to receive Cash-Based Awards or Other
Stock-Based Awards following termination of the Participant’s employment with or provision
of services to the Company, its Affiliates, and/or its Subsidiaries, as the case may be. Such
provisions shall be determined in the sole discretion of the Committee. Such provisions may
be included in the Award Agreement, but need not be uniform among all Awards of Cash-
Based Awards or Other Stock-Based Awards granted pursuant to this Article 10, and may
reflect distinctions based on the reasons for termination.

ARTICLE 11 - TRANSFERABILITY OF AWARDS

Except to the extent specifically provided by the terms of an Award Agreement,
Awards shall be nontransferable. During the lifetime of a Participant, Awards shall be
exercised only by such Participant or by his guardian or legal representative.
Notwithstanding the foregoing, the Committee may provide in the terms of an Award
Agreement that the Participant shall have the right to designate a beneficiary or
beneficiaries who shall be entitled to any rights, payments or other benefits specified
under an Award Agreement following the Participant’s death.

ARTICLE 12 - PERFORMANCE MEASURES

Section 12.01. Awards Under This Article 12. If an Award (other than an
Option or SAR) is intended to qualify as Performance-Based Compensation, the Award
shall be granted in accordance with the terms of this Article 12 and shall vest or be paid
solely on account of the attainment of an objective performance goal based on one or more
of the Performance Measures listed in Section 12.03.

Section 12.02. Performance Goals. The Committee shall establish the
performance goal in writing not later than 90 days after the commencement of the
Performance Period (or, if earlier, before 25% of the Performance Period has elapsed), and
at a time when the outcome of the performance goal is still substantially uncertain. The
performance goal shall state, in terms of an objective formula or standard, the method for
determining the amount of compensation payable to the Participant if the performance goal
IS attained.

Section 12.03. Performance Measures. (a) The Performance Measures used to
establish performance goals for Performance-Based Compensation shall be limited to the
following business measures, which may be applied with respect to AEP, any Subsidiary or
any business unit, and which may be measured on an absolute or relative-to-peer-group basis:
earnings measures (including, for example, primary earnings per share, fully diluted earnings
per share, net income, pre-tax income, operating income, earnings before interest, taxes,
depreciation and amortization or any combination thereof, and net operating profits after
taxes); expense control (including, for example, operations & maintenance expense, total
expenditures, expense ratios, and expense reduction); customer measures (including, for
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example, customer satisfaction, service cost, service levels, responsiveness, bad debt
collections or losses, and reliability—such as outage frequency, outage duration, and
frequency of momentary outages); safety measures (including, for example, recordable case
rate, severity rate, and vehicle accident rate); diversity measures (including, for example,
minority placement rate and utilization); environmental measures (including, for example,
emissions, project completion milestones, regulatory/legislative/cost recovery goals, and
notices of violation), revenue measures (including, for example, revenue and direct margin);
stakeholder return measures (including, for example, total shareholder return, economic value
added, cumulative shareholder value added, return on equity, return on capital, return on
assets, dividend payout ratio and cash flow(s) — such as operating cash flows, free cash flow,
discounted cash flow return on investment and cash flow in excess of cost of capital or any
combination thereof); valuation measures (including, for example, stock price increase, price
to book value ratio, and price to earnings ratio); capital and risk measures (including, for
example, debt to equity ratio, dividend payout as percentage of net income and diversification
of business opportunities); employee satisfaction; project measures (including, for example,
completion of key milestones); production measures (including, for example, generating
capacity factor, performance against the INPO index, generating equivalent availability, heat
rates and production cost); and such other individual performance objective that is measured
solely in terms of quantitative targets related to the Company, any Subsidiary or the
Company’s or Subsidiary’s business.

(b) Any Performance Measure(s) may be used in a quantitative manner to measure the
performance of the Company, Subsidiary, and/or Affiliate as a whole or any business unit of the
Company, Subsidiary, and/or Affiliate or any combination thereof, as the Committee may deem
appropriate. Any of the above Performance Measures may be used to measure performance
relative to specified performance levels; a group of comparator companies; a published or special
index that the Committee, in its sole discretion, deems appropriate; or various stock market
indices. The Committee also has the authority to provide for accelerated vesting of any Award
based on the achievement of a performance goal or goals pursuant to the Performance Measures
specified in this Article 12.

Section 12.04. Evaluation of Performance. Any Performance Measure(s) may
be made subject to pre-specified adjustments to remove the effects of restructurings,
dispositions, changes in tax or accounting rules, or similar non-recurring or extraordinary
events to the extent consistent with the requirements of Code Section 162(m) for
Performance-Based Compensation.

Section 12.05. Certification of Performance. No vesting or payment shall
occur under an Award that is intended to qualify as Performance-Based Compensation until
the Committee certifies that the performance goal and any other material terms of the
Award have been satisfied.

Section 12.06. Adjustment of Performance-Based Compensation. Awards
that are intended to qualify as Performance-Based Compensation may not be adjusted upward.
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The Committee shall retain the discretion to adjust such Awards downward, either on a
formula or discretionary basis or any combination, as the Committee determines.

Section 12.07. Committee Discretion. For the avoidance of doubt, in the
event that the Committee determines that it is advisable to grant Awards that shall not qualify
as Performance-Based Compensation, the Committee may make such grants without
satisfying the requirements of Code Section 162(m) and the terms of this Article 12. In such
event, among other things, the Committee may base the vesting or payment of such Awards
on performance measures other than those set forth in Section 12.03.

ARTICLE 13 - DIRECTOR AWARDS

Subject to Section 4.01(d), the Board shall determine all Awards to Directors.
The terms and conditions of any grant to any such Director shall be set forth in an
Award Agreement.

ARTICLE 14 - DIVIDEND EQUIVALENTS

Any Participant selected by the Committee may be granted dividend equivalents based
on the dividends declared on Shares that are subject to any Full Value Award, to be credited
as of the dividend payment dates, during the period between the date on which the Full Value
Award is granted and the date on which the Award vests or expires, as determined by the
Committee. Such dividend equivalents shall be converted to cash or additional Shares by such
formula and at such time and subject to such limitations as may be determined by the
Committee; provided that such dividend equivalents shall be subject to any performance
conditions that apply to the underlying Award. Participants shall not accrue, be granted or be
paid any dividends or dividend equivalents with respect to Shares that are subject to any
Option or Stock Appreciation Right.

ARTICLE 15 - BENEFICIARY DESIGNATION

In the absence of any applicable beneficiary designation, benefits remaining unpaid
or rights remaining unexercised at the Participant’s death shall be paid to or exercised by the
Participant’s executor, administrator, or legal representative on behalf of the Participant’s
estate.

ARTICLE 16 - RIGHTS OF PARTICIPANTS

Section 16.01. Employment. (a) Nothing in this Plan or an Award Agreement
shall interfere with or limit in any way the right of the Company, its Affiliates, and/or its
Subsidiaries to terminate any Participant’s employment or service on the Board or to the
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Company at any time or for any reason not prohibited by law, nor confer upon any Participant
any right to continue his employment or service as a Director for any specified period of time.

(b) Neither an Award nor any benefits arising under this Plan shall constitute an
employment contract with the Company, its Affiliates, and/or its Subsidiaries.

Section 16.02. Participation. No individual shall have the right to be selected to
receive an Award under this Plan, or, having been so selected, to be selected to receive a
future Award.

Section 16.03. Rights as a Shareholder. Except as otherwise provided herein, a
Participant shall have none of the rights of a shareholder with respect to Shares covered by
any Award unless and until the Participant becomes the record holder of any Shares
associated with such Award.

ARTICLE 17 - CHANGE OF CONTROL

17.01. Effect of Change in Control. The Committee may, in an Award
Agreement, provide for the effect of a Change in Control on an Award. Such provisions may
include any one or more of the following: (a) the acceleration or extension of time periods for
purposes of exercising, vesting in, or realizing gain from any Award, (b) the waiver or
modification of performance or other conditions related to the payment or other rights under an
Award; (c) provision for the cash settlement of an Award for an equivalent cash value, as
determined by the Committee, or (d) such other modification or adjustment to an Award as the
Committee deems appropriate to maintain and protect the rights and interests of Participants
upon or following a Change in Control.

17.02. Definition of Change in Control. For purposes hereof, a “Change in
Control” shall be deemed to have occurred if:

(@) any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the
Securities Exchange Act of 1934 (“Exchange Act™)), other than any company owned, directly or
indirectly, by the shareholders of AEP in substantially the same proportions as their ownership of
shares Common Stock or a trustee or other fiduciary holding securities under an employee
benefit plan of AEP, becomes the “beneficial owner” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of more than 33-1/3 percent of the then outstanding voting
stock of AEP;

(b) AEP consummates a merger or consolidation with any other entity, other than a
merger or consolidation which would result in the voting securities of AEP outstanding
immediately prior thereto continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity) at least 66-2/3% percent of the total
voting power represented by the voting securities of AEP or such surviving entity outstanding
immediately after such merger or consolidation; or
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(c) the shareholders of AEP approve a plan of complete liquidation of AEP, or an
agreement for the sale or disposition by AEP (in one transaction or a series of transactions) of all
or substantially all of AEP’s assets.

ARTICLE 18 - AMENDMENT AND TERMINATION

18.01 Amendment and Termination of the Plan and Awards. (a) Subject to
subparagraphs (b) and (c) of this Section 18.01 and Section 18.03 of the Plan, the Board or the
Committee may at any time amend or terminate the Plan or amend or terminate any outstanding
Award.

(b) Except as provided for in Section 4.04, the terms of an outstanding Award may not be
amended, without prior shareholder approval, to: (i) reduce the Option Price of an outstanding
Option or to reduce the Grant Price of an outstanding SAR, or (ii) cancel an outstanding Option
or SAR in exchange for other Options or SARs with an Option Price or Grant Price, as
applicable, that is less than the Option Price of the cancelled Option or the Grant Price of the
cancelled SAR, as applicable, or (iii) cancel an outstanding Option with an Option Price that is
less than the Fair Market Value of a Share on the date of cancellation or cancel an outstanding
SAR with a Grant Price that is less than the Fair Market Value of a Share on the date of
cancellation in exchange for cash or another Award.

(c) Notwithstanding the foregoing, no amendment of this Plan shall be made without
shareholder approval if shareholder approval is required pursuant to rules promulgated by any
stock exchange or quotation system on which Shares are listed or quoted or by applicable U.S.
state corporate laws or regulations, applicable U.S. federal laws or regulations and the applicable
laws of any foreign country or jurisdiction where Awards are, or will be, granted under the Plan.

18.02 Adjustment of Awards Upon the Occurrence of Certain Unusual
or Nonrecurring Events. Subject to Section 12.05, the Committee may make adjustments
in the terms and conditions of, and the criteria included in, Awards in recognition of unusual
or nonrecurring events (including, without limitation, the events described in Section 4.04)
affecting the Company or the financial statements of the Company or of changes in applicable
laws, regulations, or accounting principles, whenever the Committee determines that such
adjustments are appropriate in order to prevent unintended dilution or enlargement of the
benefits or potential benefits intended to be made available under this Plan. The determination
of the Committee as to the foregoing adjustments, if any, shall be conclusive and binding on
Participants under this Plan. By accepting an Award under this Plan, a Participant agrees to
any adjustment to the Award made pursuant to this Section 18.02 without further
consideration or action.

18.03 Awards Previously Granted. Notwithstanding any other provision of this
Plan to the contrary, other than Sections 18.02, 18.04 and 21.15, no termination or
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amendment of this Plan or an Award Agreement shall adversely affect in any material way
any Award previously granted under this Plan, without the written consent of the Participant
holding such Award.

18.04 Amendment to Conform to Law. Notwithstanding any other provision of
this Plan to the contrary, the Board or Committee may amend the Plan or an Award
Agreement, to take effect retroactively or otherwise, as deemed necessary or advisable for the
purpose of conforming the Plan or an Award Agreement to any law relating to plans of this or
similar nature, and to the administrative regulations and rulings promulgated thereunder. By
accepting an Award under this Plan, a Participant agrees to any amendment made pursuant to
this Section 18.04 to the Plan and any Award without further consideration or action.

ARTICLE 19 - WITHHOLDING

The Company shall have the power and the right to deduct or withhold, or require a
Participant to remit to the Company, the minimum statutory amount to satisfy federal, state,
and local taxes, domestic or foreign, required by law or regulation to be withheld with respect
to any taxable event arising as a result of this Plan. Participants may elect to satisfy the
withholding requirements, in whole or in part, by having the Company withhold shares having
a Fair Market Value on the date the tax is to be determined equal to the minimum statutory
total tax that could be imposed on the transaction. The Participant shall remain responsible at
all times for paying any federal, state, and local income or employment tax due with respect to
any Award, and the Company shall not be liable for any interest or penalty that a Participant
incurs by failing to make timely payments of tax.

ARTICLE 20 - SUCCESSORS

All obligations of the Company under this Plan with respect to Awards granted
hereunder shall be binding on any successor to the Company, whether the existence of such
successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of
all or substantially all of the business and/or assets of the Company.

ARTICLE 21 - GENERAL PROVISIONS

Section 21.01. Forfeiture Events. (a) The Committee may specify in an Award
Agreement that the Participant’s rights, payments, and benefits with respect to an Award
shall be subject to reduction, cancellation, forfeiture, or recoupment upon the occurrence of
certain specified events, in addition to any otherwise applicable vesting or performance
conditions of an Award. Such events may include, but shall not be limited to, termination of
employment for cause (as defined in the Award Agreement), termination of the Participant’s
provision of services to the Company, Affiliate, and/or Subsidiary, violation of material
Company, Affiliate, and/or Subsidiary policies, breach of noncompetition, confidentiality, or
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other restrictive covenants that may apply to the Participant, or other conduct by the
Participant that is detrimental to the business or reputation of the Company, its Affiliates,
and/or its Subsidiaries.

(b) All Awards shall be subject to the Company’s compensation recoupment policy as
such policy may be in effect from time to time.

Section 21.02. Legend. The certificates or statements of holdings for Shares
may include any legend which the Committee deems appropriate to reflect any
restrictions on transfer of such Shares.

Section 21.03. Gender and Number. Except where otherwise indicated by the
context, any masculine term used herein also shall include the feminine, the plural shall
include the singular, and the singular shall include the plural.

Section 21.04. Severability. In the event any provision of this Plan shall be
held illegal or invalid for any reason, the illegality or invalidity shall not affect the
remaining parts of this Plan, and this Plan shall be construed and enforced as if the illegal or
invalid provision had not been included.

Section 21.05. Requirements of Law. The granting of Awards and the issuance
of Shares under this Plan shall be subject to all applicable laws, rules, and regulations, and to
such approvals by any governmental agencies or national securities exchanges as may be
required.

Section 21.06. Delivery of Title. The Company shall have no obligation to issue
or deliver evidence of title for Shares issued under this Plan prior to: (a) obtaining any
approvals from governmental agencies that the Company determines are necessary or advisable;
and (b) completion of any registration or other qualification of the Shares under any applicable
national or foreign law or ruling of any governmental body that the Company determines to be
necessary or advisable.

Section 21.07. Inability to Obtain Authority. The inability of the Company to
obtain authority from any regulatory body having jurisdiction, which authority is deemed by
the Company’s counsel to be necessary to the lawful issuance and sale of any Shares
hereunder, shall relieve the Company of any liability in respect of the failure to issue or sell
such Shares as to which such requisite authority shall not have been obtained.

Section 21.08. Investment Representations. The Committee may require
any individual receiving Shares pursuant to an Award under this Plan to represent and
warrant in writing that the individual is acquiring the Shares for investment and without any
present intention to sell or distribute such Shares.
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Section 21.09. Uncertificated Shares. To the extent that this Plan provides for
issuance of certificates to reflect the transfer or issuance of Shares, the transfer or issuance of
such Shares may be effected on a non-certificated basis, to the extent not prohibited by
applicable law or the rules of any stock exchange upon which the Shares are listed.

Section 21.10. Unfunded Plan. Participants shall have no right, title, or interest
whatsoever in or to any investments that the Company, and/or its Subsidiaries, and/or its
Affiliates may make to aid it in meeting its obligations under this Plan. Nothing contained in
this Plan, and no action taken pursuant to its provisions, shall create or be construed to create
a trust of any kind, or a fiduciary relationship between the Company and any Participant,
beneficiary, legal representative, or any other individual. To the extent that any individual
acquires a right to receive payments from the Company, its Subsidiaries, and/or its
Affiliates under this Plan, such right shall be no greater than the right of an unsecured
general creditor of the Company, a Subsidiary, or an Affiliate, as the case may be. All
payments to be made hereunder shall be paid from the general funds of the Company, a
Subsidiary, or an Affiliate, as the case may be, and no special or separate fund shall be
established and no segregation of assets shall be made to assure payment of such amounts.

Section 21.11. No Fractional Shares. No fractional Shares shall be issued or
delivered pursuant to this Plan or any Award unless authorized by the Committee. If the
Committee does not authorize the issuance or delivery of fraction shares, then the
Committee shall determine whether cash, Awards, or other property shall be granted or paid
in lieu of fractional Shares or whether such fractional Shares or any rights thereto shall be
forfeited or otherwise eliminated.

Section 21.12. Retirement and Welfare Plans. Neither Awards made under
this Plan nor Shares or cash paid pursuant to such Awards may be included as “compensation”
for purposes of computing the benefits payable to any Participant under the Company’s or any
Subsidiary’s or Affiliate’s retirement plans (both qualified and non-qualified) or welfare
benefit plans unless such other plan expressly provides that such compensation shall be taken
into account in computing a Participant’s benefit.

Section 21.13. Deferred Compensation. With respect to Awards subject to Code
Section 409A, the Plan is intended to comply with the requirements of Code Section 409A, and
the provisions of the Plan and any Award Agreement shall be interpreted in a manner that
satisfies the requirements of Code Section 409A, and the Plan is intended to be operated
accordingly. The Committee may make changes in the terms or operation of the Plan and/or
Awards (including changes that may have retroactive effect) deemed necessary or desirable to
comply with Code Section 409A. The Company, however, makes no representation or
covenants that the Plan or Awards will comply with Section 409A.

Section 21.14. Non-exclusivity of this Plan. The adoption of this Plan shall not
be construed as creating any limitations on the power of the Board or Committee to adopt such
other compensation arrangements as it may deem desirable for any Participant.



KPSC Case No. 2017-00179

KIUC's First Set of Data Requests Dated August 14th, 2017
Item No. 30

Attachment 1

Page 340 of 392

Section 21.15. No Constraint on Corporate Action. Nothing in this Plan shall
be construed to: (a) limit, impair, or otherwise affect the Company’s or a Subsidiary’s or an
Affiliate’s right or power to make adjustments, reclassifications, reorganizations, or changes of
its capital or business structure, or to merge or consolidate, or dissolve, liquidate, sell, or transfer
all or any part of its business or assets; or (b) limit the right or power of the Company or a
Subsidiary or an Affiliate to take any action which such entity deems to be necessary or
appropriate.

Section 21.16. Governing Law. The Plan and each Award Agreement shall be
governed by the laws of the state of Ohio, excluding any conflicts or choice of law rule or
principle that might otherwise refer construction or interpretation of this Plan to the
substantive law of another jurisdiction. Unless otherwise provided in the Award Agreement,
recipients of an Award under this Plan are deemed to submit to the exclusive jurisdiction and
venue of the federal or state courts of Ohio, to resolve any and all issues that may arise out
of or relate to this Plan or any related Award Agreement.

Section 21.17. Indemnification. (a) Subject to requirements and limitations of
applicable law, each individual who is or shall have been a member of the Board, or a
Committee appointed by the Board, or an officer of the Company, a Subsidiary, or an Affiliate
to whom authority was delegated in accordance with Article 3, shall be indemnified and held
harmless by the Company against and from any loss, cost, liability, or expense that may be
imposed upon or reasonably incurred by him in connection with or resulting from any claim,
action, suit, or proceeding to which he may be a party or in which he may be involved by
reason of any action taken or failure to act under this Plan and against and from any and all
amounts paid by him in settlement thereof, with the Company’s approval, or paid by him in
satisfaction of any judgment in any such action, suit, or proceeding against him, provided he
shall give the Company an opportunity, at its own expense, to handle and defend the same
before he undertakes to handle and defend it on his own behalf, unless such loss, cost, liability,
or expense is a result of his own willful misconduct or except as expressly provided by statute.

(b) The foregoing right of indemnification shall not be exclusive of any other rights of
indemnification to which such individuals may be entitled under the Company’s Articles of
Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the Company may
have to indemnify them or hold them harmless.

Section 21.18. No Guarantee of Favorable Tax Treatment.
Notwithstanding any provision of the Plan to the contrary or any action taken by the
Company, Subsidiaries, or the Board with respect to any income tax, social insurance, payroll
tax, or other tax, the acceptance of an Award under the Plan represents the Participant’s
acknowledgement that the ultimate liability for any tax owed by the Participant is and
remains the Participant’s responsibility, and that the Company makes no representations or
warranties about the tax treatment of any Award, and does not commit to structure any aspect
of the Award to reduce or eliminate a Participant’s tax liability, including without limitation,
Code Section 409A.
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American Electric Power
Annual Incentive Compensation Plan
Operating Company

Introduction

The objectives of AEP’s Annual Incentive Compensation Plan (the Plan) are to:

> Attract, retain, engage and motivate employees to further the objectives of the company, its
customers and the communities it serves;

» Enable high performance by communicating and aligning employee efforts with the Plan’s
performance objectives; and

> Foster the creation of sustainable shareholder value through achievement of AEP’s goals.

2017 Overview

For 2017 the Executive Council, each Operating Company, Customer and Distribution Services
(C&DS), Regulated Generation, Competitive Generation, Transmission, Nuclear Generation, and
Energy Supply (non-generation), have an annual incentive compensation plan (ICP) with
separate goals. All staff groups participate in the ICP program based on the funding measures
described below and do not have separate function level incentive goals.

The Plan provides annual incentive compensation to motivate and reward employees based on
AEP’s performance, business unit performance (if applicable) and, for employees whose payout
is discretionary, their individual performance. Annual incentive funding for all plans is tied to
AEP’s Operating Earnings per Share (70% weight), safety (10% weight) and strategic initiatives
(15% weight).

Linking annual incentive compensation to AEP’s earnings aligns it with the value employees
have created and ensures that AEP meets its commitments to all other stakeholders before setting
aside dollars for employee rewards. Relative individual performance is reflected in managers’
discretionary allocations from their award pool for all employees in positions in the new (SP20)
and exempt salary plans. Group or team performance may also be reflected through
discretionary adjustments in the allocation of funding from the annual incentive pool at higher
organizational levels.

Each ICP includes a balanced scorecard of performance measures in four categories:
e Financial
e Customer
e Safety and Compliance
e Culture and Employee Engagement

The Plan is intended to drive the achievement of these objectives by clearly communicating
them, conveying their importance, aligning employee efforts toward their achievement and
further motivating employees to achieve them. This balanced scorecard encourages the
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achievement of all types of objectives, rather than the achievement of a few objectives, such as
financial objectives, at the expense of others, such as customer service, reliability, safety or
compliance.

Performance measures are selected, whenever practical, to provide a “line of sight” that enables
employees to see how the work they perform affects their annual incentive award. Objective and
quantifiable performance measures are used when they are available but the Plan also includes
subjective assessments of performance in less quantifiable areas and for individual performance
assessments.

Safety remains the first priority irrespective of the ICP goals and other objectives the Company
establishes. To help ensure that all employees have a personal stake in maintaining safe work
practices a substantial portion of every plan is tied to safety for both AEP employees and
contract workers.

Operating Performance Measures and Weights

Specific performance measures vary by business unit and operating company. The score for
each performance measure may range from 0% to 200% of target.

Refer to Appendix A

2017 Funding Measures

The 2017 funding measures were established by the HR Committee of the Board early in 2017.
The maximum funding available is 200% of target funding. As in past years, the CEO and HR
Committee of the Board have discretion to adjust annual incentive funding. All incentive plan
funding is contingent on AEP achieving operating earnings of at least $3.55 per share for 2017.

Operating Earnings Per Share — 70%

AEP is committed to generating sustainable value for all its stakeholders through its earnings and
growth. Therefore 70% of annual incentive funding is tied to AEP’s Operating Earnings per
Share. This ensures that funding is commensurate with the Company’s operating earnings and
the extent to which the company can afford to pay annual incentive compensation while also
serving the interests of its shareholders, customers and other stakeholders. It also:

e Aligns employee interests with those of customers by strongly encouraging expense
discipline;
e Ensures that adequate earnings are generated for AEP’s shareholders and continued

investment in AEP’s business before employees are rewarded with annual incentive
compensation; and

e Further aligns the financial interests of all AEP employees with the results employees
deliver to the Company and all its stakeholders.
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2017 Performance to Rewards Measure
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Safety and Compliance — 12% Weight

AEP is transforming our safety culture from “Good to Great” by building the systems and culture
needed to support and sustain world-class safety performance. This includes building a safety
culture based on proactive measures and continuous improvement.

For 2017 DART rate improvement will be measured to focus our attention on incidents with
potentially serious consequences. DART stand for Days Away, Restricted or job Transfer and is
an industry accepted measure that allows companies to focus on more serious events.

DART Rate Improvement for Employees and Contractors (7% weight)
e DART Rate = (Total Number of DART incidents x 200,000) + Total Hours Worked
0 Threshold (0% payout) — 0% improvement vs. three-year average
0 Target (100% payout) — 10% Improvement vs. three-year average
0 Maximum (200% payout) — 20% Improvement vs. three-year average

Zero Harm (3% weight)
e Zero Employee Fatalities (1.5% weight)
0 Threshold (0% payout) — 1 or more fatalities
o0 Maximum (200% payout) — No Fatalities

e Zero Contractor Fatalities (1.5% weight)
0 Threshold (0% payout) — 1 or more fatalities
0 Maximum (200% payout) — No Fatalities
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Environmental Stewardship (1% weight) - Defined as the number of resolved formal
enforcement actions with a fine > $1,000
e Resolved means the fine is paid within the current calendar year for an event that
occurred within that calendar year or the previous two calendar years
e Maximum (200% payout) — 0 resolved formal enforcement actions
e Target (100% payout) — 2 resolved formal enforcement actions
e Threshold (0% payout) — 4 or more resolved formal enforcement actions

NERC Compliance (1% weight) - The number of self-reported NERC violations as a
percentage of the total number of violations

e Maximum (200% payout) — 100% of NERC violations were self-reported

e Target (100% payout) — 90% of NERC violations were self-reported

e Threshold (0% payout) — 80% or less of NERC violations were self-reported

2017 Strategic Initiatives (18% weight)

There are three areas of focus for AEP’s 2017 strategic initiatives: Business Transformation,
Customer Experience, and Culture and Employee Engagement. These are the major areas in
which AEP needs to make progress in order to enable our future success. Each of these areas of
focus includes several performance measures (shown in the table below) that reflect some of the
many transformative initiatives the company is undertaking.

2017 Strategic Initiatives Weight
Business Transformation 8%
Transmission Business Expansion 4%
AEP OnSite Partners 2%
AEP Renewables 2%
Customer Experience 6%
Quality of Service: SAIDI 2%
Quality of Service: J.D. Power Residential Overall Customer Satisfaction Index 2%
Mobile Alert Penetration 2%
Culture & Employee Engagement 4%
Gallup Pulse Survey 1%
Diversity 1%
Total Strategic Initiative Weight 18%

Business Transformation (8% total weight)

Transmission Business Expansion (4% weight)
e Plantin Service (2% weight)
0 Maximum (200% payout) — $2.3B (~ target plus 10%)
o Target (100% payout) — $2.1B
o Threshold (0% payout) — $2.0B (~ target less 5%)

e Capital Investment (2% weight)
0 Maximum (200% payout) — $3.23B (~ target plus 10%)
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o Target (100% payout) — $2.94B
o Threshold (0% payout) — $2.79B (~ target less 5%)

The following goals for AEP Onsite Partners and AEP Renewables support AEP’s strategic
initiative of investing $1B in renewables over 3 the next years.

e AEP OnSite Partners (2% weight) - newly signed renewable contracts during 2017 that
commit capital to be spent
0 Threshold (0% payout) - $75M of investment commitments
o0 Target (100% payout) - $125M of investment commitments
o0 Maximum (200% payout) - $175M of investment commitments

e AEP Renewables Growth (2% weight) - Capital associated with existing projects that
achieve COD during 2017 plus newly signed contracts during 2017 that commit capital to
be spent

0 Threshold (33.3% payout) - $100M of investment commitments
o0 Target (100% payout) - $300M of investment commitments
o0 Maximum (200% payout) - $400M of investment commitments

Customer Experience and Quality of Service (6% total weight)

Quality of Service - SAIDI (System Average Interruption Duration Index) — (2% Weight)
SAIDI represents the total number of minutes the average customer has experienced interruption
over a 12 month time period excluding major events. Major event exclusions and targets vary by
Operating Company or jurisdiction due to PUC preference and regional differences.
e OpCo Thresholds (0% payout) — 120% of target or 110% for PSO and 125% for KY
Power due to historic volatility
e OpCo Targets (100% payout) — Regulatory targets where applicable or a 2 year glide path
to the regional peer group average or, if the average has already been achieved,
maintaining this average
e OpCo Maximums (200% payout) — 80% of target or 90% for PSO and 75% for KY
Power due to historic volatility
AEP performance will be determined based on a customer weighted average of the operating
company performance scores.

Quality of Service - J.D. Power and Associates (JDPA) Residential Overall Customer
Satisfaction Index (CSI) — (2% Weight)
AEP’s goal is to achieve top quartile regional peer group performance within 3 years for each
operating company. Operating Company ICP measures and targets are aligned to the four waves
of the study conducted during the calendar year
e OpCo Thresholds (0% payout) — Achieve the higher of 2016 performance or the target
CSl score less the target to maximum bandwidth
e OpCo Targets (100% payout) — Achieve the year 1 target CSI score on the 3 year glide
path to the projected 2019 top quarter CSI score
e OpCo Maximums (200% payout) — Achieve projected top quartile CSI score
AEP performance will be determined based on a customer weighted average of the Operating
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Company performance scores. AEP Texas is excluded because Texas is a full choice retail state
and AEP does not bill customers directly, which reduces interaction with customers.

Mobile Alert Penetration — (2% weight)
e Threshold (0% payout) — Current customer penetration
e Target (100% payout) — 25% customer penetration (double current customer penetration)
e Maximum (200% payout) — 38% customer penetration
This measure excludes AEP Texas due to difficulty getting email addresses and text numbers for
these customers who do not purchase services directly from AEP Texas

Culture & Employee Engagement (4% total weight)

Gallup Pulse Survey (2% weight) - Achieve a year over year improvement in our culture and
engagement as demonstrated by Gallup Survey Results (Overall Company Grand Mean). The
2017 AEP Employee Culture Survey will be conducted as a census survey, meaning all
employees will be invited to participate in the survey.

e 4.03 Threshold (.06 improvement) - 0% of target payout

e 4.07 Target (.10 improvement) - 100% of target payout

e 4.17 Maximum (.20 improvement) - 200% of target payout

Diversity (2% weight) - AEP’s diversity goal is to increase the representation of women and
minorities to ultimately achieve parity between internal representation and external availability
for all AEP positions. To achieve this goal AEP will need to improve hiring rates for women
and minorities for all open positions and take steps to reduce attrition from these groups.

e Threshold (0% payout) for each female and minority category is the higher of: a. AEP’s
current representation rate plus placements at 80% of the hiring availability rate less
attrition at AEP’s current representation rate or b. AEP’s current representation rate

e Target (100% payout) for each female and minority category is the higher of a. AEP’s
current representation rate plus placements at 100% of the hiring availability rate less
attrition at AEP’s current representation rate or b. AEP’s current representation rate

e Maximum (200% payout) for each female and minority category is the higher of a.
AEP’s current representation rate plus placements at 120% of the hiring availability rate
less attrition at AEP’s current representation rate or b. AEP’s current representation rate

The overall diversity measure is the employee weighted average of female and minority
representation rates for all Equal Employment Opportunity (EEO) categories, except Officials
and Managers, which are double weighted.

Modifier

The Modifier is a normalizing function that allocates the available funding to each business unit
and operating company based on the group’s performance relative to the performance of all other
business units and operating companies. This results in performance differentiated Overall
Scores that fully utilize but never exceed the funding available.

The modifier is calculated as the Overall Score for the Funding Measures divided by the Average
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Operating Performance Score (AOPS)* for all business units and operating companies as shown
below:

Overall Funding Score
AOPS

= Modifier

Maximum Score
If the application of the Modifier results in an Overall Score? for the Plan that exceeds 200% of
target, then the Overall Score is capped at 200% of target.

Performance Adjustment

A Performance Adjustment may be used to increase or decrease the Overall Score for the Plan to
the extent that the Plan Compensation Committee determines that the Overall Score does not
appropriately reflect the group’s performance for the year. Such adjustments may be used to
capture those aspects of a group’s performance that are difficult to quantify or that were not
adequately included in the performance measures established at the beginning of the year. For
example, a Performance Adjustment might be used to reward a group for successfully
completing an important project that was not anticipated at the time the ICP goals were
established.

Individual Performance Factor

Management determines individual awards for all employees in positions in the SP20, EXEM
and (BSE) salary plans. These determinations are based on an assessment of each employee’s
relative individual performance, the value of their contribution to AEP, business unit, department
and individual goals and other business factors, potentially including recent and pending
employment changes. Individual performance factors have a lower limit of 0% and no upper
limit. However, the approval of a member of the Executive Council is required for individual
awards in excess of a participant’s maximum award opportunity (see the Target and Maximum
Awards section below). In addition managers cannot exceed their award pool.

In determining individual performance factors, managers are expected to assess employee
performance and contribution relative to other employees in the same position or grade level as
well as the performance expectations for that position. Managers are also expected to avoid a
bias in favor of positions at either higher or lower salary grade levels in the organization.

Eligible Earnings

ICP Eligible Earnings include the following:
1. Regular Earnings — Straight Rate
2. Paid Vacation
3. Paid Holidays
4. Paid Personal Days Off

1 AOPS is the average of the Operating Performance Scores for all incentive groups weighted by the aggregate
target incentive award for all participants in each incentive group (see attached scorecard for an example).

2 See Sample Scorecard for the definition and an example of the calculation of the Overall Score.
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Earnings not classified and paid as one of the above types in AEP’s payroll system are not
considered for award calculation purposes.

Target and Maximum Award Opportunity

A participant’s target award percent is based on the salary grade for his/her position as of the
last day of the last pay period that will be paid during the Plan Year, as shown in the chart
below, except as discussed below for employees in positions at or above SP20 salary plan grade
12 or EXEM salary plan grade 30 at any point during the Plan Year who change targets during
the Plan Year:

New Grade Structure

Salary Plan Grade Target %
1 5%
2 5%
3 5%
4 6%
5 8%
6 9%
7 10%
8 10%

SP20 9 15%
10 20%
11 25%
12 30%
13 35%
14 40%
15 45%
16 50%
17 55%
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New Grade Structure
Salary Plan Grade Target %
18 60%
19 80%
20 (CEQ) 125%
" As a percent of eligible earnings.

Old Grade Structures
Salary Plan Grade Target %*
All nonexempt salary structures All grades 506
and wage schedules except SP20
1-6 5%
7-12 7%
13-20 10%
21-24 15%
25-26 17%
27 20%
28 22%
EXEM (Old Exempt Structure) 29 2504
30-32 27%
33 30%
34-35 35%
36 40%
38 45%
40 50%
Contact your
BSE ALL Grades manager
" As a percent of eligible earnings.

A participant’s maximum individual award percent is the greater of two times his or her target
award percent or the Overall Score for the Plan plus 50% of the target score. This enables
managers to positively differentiate awards by up to 50% of an employee’s target award to
reflect strong individual employee performance even if the Overall Score for the Plan is between
150% and the 200% of target maximum score. A participant’s target and maximum award
opportunity is their target or maximum award percentage multiplied by their eligible earnings.
The approval of a member of AEP’s Executive Council in the participant’s chain of command is
required for awards in excess of a participant’s maximum award opportunity.

The award opportunity for employees in SP20 grade 12 or EXEM grade 30 and higher positions
at any point during the Plan Year whose target changes will be prorated on a monthly basis and
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calculated as the total of the independently calculated award opportunities for each position held
during the Plan Year, including the earnings, target award percent, and Overall Score for each
such position. This calculation will be performed as shown in the example below:

Position 1: Earnings * Target Award % * Overall Score = $ Pos 1
Position 2: Earnings * Target Award % * Overall Score = $ Pos 2
Position 3: Earnings * Target Award % * Overall Score = $ Pos 3
= Total Award Opportunity

The target awards for employees in positions below SP20 grade 12 or EXEM grade 30 for the
entire Plan Year will be calculated based on the target percent and Overall Score for the position
held as of the last day of the last full pay period of the Plan Year.

Award Calculation

Because the Plan includes several discretionary factors, attainment of performance objectives
does not guarantee the payment of awards. An award pool will be calculated for each group
based on the scores for each performance measure as soon as practical after the conclusion of the
Plan Year. The final score for each performance objective is rounded to three decimal places.

The Modifier is computed as follows:

e AEP’s funding measures are compared to their performance targets to determine their
performance scores, which are rounded to three decimal places (e.g., 105.5% or 1.055).
The Weighted Average Score is then calculated based on the weight assigned to each
funding measure.

e The Average Operating Performance Score (AOPS) is the average of the Operating
Performance Scores for all annual incentive plans (each of which is rounded to three
decimal places) weighted by the sum of the incentive targets for all participants in each
plan. AOPS is then rounded to three decimal places (e.g., 125.7% or 1.257).

e The Modifier is the Weighted Average Score for the Funding Measures divided by
AOPS, the result of which is rounded to three decimal places (e.g., 1.055/ 1.257 = .839)

Board Policy on Recouping Incentive Compensation

This policy applies to all executive officers of the Company as well as all other employees of the
American Electric Power Company, Inc. (the Company) or any of its subsidiaries at SP20 salary
grade 15 or equivalent and higher, regulated operating company presidents and officer direct
reports to the Company’s Chief Executive Officer (collectively, the “Covered Employees”).

This policy relates to incentive compensation paid or payable to such Covered Employees,
whether under this Plan, the Company’s Long Term Incentive Plan or otherwise.

The Board of Directors believes, subject to the exercise of its discretion based on the facts and
circumstances of a particular case, that incentive compensation provided by AEP should be
reimbursed to AEP if, in the Board’s determination:
e Such incentive compensation was received by a Covered Employee where the payment or
the award was predicated upon the achievement of financial or other results that were
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subsequently materially restated or corrected, and

e Incentive compensation would have been materially lower had the achievement been
calculated on such restated or corrected financial or other results.

Therefore, the Plan, hereby, requires Cover Employees to reimburse AEP, if and to the extent
that, in the Board’s view, such reimbursement is warranted by the facts and circumstances of the
particular case or if the applicable legal requirements impose more stringent requirements on
AEP to obtain reimbursement of such compensation. AEP also may retain any deferred
compensation credited to a Covered Employee, including earnings thereon, if, when and to the
extent that it otherwise would become payable.

This right to reimbursement is in addition to, and not in substitution for, any and all other rights
AEP might have to pursue reimbursement or such other remedies against a Covered Employee in
the course of employment by AEP or otherwise based on applicable legal considerations, all of
which are expressly retained by AEP.

Administration

Plan Compensation Committee

The Plan is administered by the HR Committee of the Board of Directors with respect to
executives in the HR Committee Review Group and a Plan Compensation Committee consisting
of the Company’s CEO, COO, CFO, General Counsel and Chief Administrative Officer with
respect to all other employees, in either case (“the Committee”). The CEO of the Company may
change the composition and number of members of the Plan Compensation Committee at any
time for any reason. The Committee may delegate day-to-day authority to administer the Plan,
as they deem appropriate. In lieu of an official meeting, the Committee may act by written or
electronic consent of a majority of its members. The Committee’s interpretations of the Plan
provisions are conclusive and binding on all Participants.

The Committee has sole authority to amend or terminate the Plan and may do so at any time, for
any reason, either with or without notice. The Committee may adopt, delete, modify or adjust
performance objectives, metrics and weights at any time, including after the conclusion of a Plan
Year, should the Committee determine that changes in AEP’s structure or other significant
business situations would produce an Overall Score or awards for a Plan Year that are not
reflective of the underlying economics or performance of the business. The Committee may also
modify the eligibility criteria for the Plan, add or delete individual participants or groups of
participants and adjust any or all award payouts.

Executive Council members with management responsibility for a business unit or staff function
served by the Plan have the authority to increase or decrease the award pool for any group under
their purview, provided that such adjustments do not increase the total of all award pools under
their purview.

Plan Year
A “Plan Year” begins on January 1* and ends on December 31°* of each year for which the Plan
is in effect.
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Participation
All full-time and regular part-time AEP employees who are actively employed on AEP’s payroll

during the Plan Year will be “Participants” in the Plan for such Plan Year except:

1. Employees participating in any other annual AEP incentive plan,

2. Employees participating in any other plan or agreement that explicitly excludes their
participation in the Plan or annual incentive compensation plans in general,

3. Employees represented by unions that decline the opportunity to participate in the Plan or
all similar incentive plans,

4. Temporary employees and contract workers, and

5. Employees hired by AEP on or after December 1 of such Plan Year.

Participation in an incentive compensation plan in any Plan Year shall not confer any right to
continued employment or to continued participation in the Plan for any subsequent Plan Year.

Participant Responsibility

Plan Participants are expected to comply with all applicable AEP policies and directives as well
as all applicable laws and regulations. Failure to do so may have many serious consequences,
including but not limited to forfeiture of award eligibility in the current and future Plan Years.

Award Eligibility
Participants must be actively employed on the last day of a Plan Year to be eligible to receive an
award for that Plan Year, except as otherwise noted below.

If a Participant transfers during the Plan Year to a position that is ineligible to participate in the
Plan, then such Participant will be ineligible to receive an award for such Plan Year from the
Plan, unless the participant was an SP20 salary plan grade 12 or (EXEM salary plan grade 30) or
higher during the Plan Year. In which case, the participant will be eligible for a prorated award
for the Plan Year as specified in the “Target and Maximum Award Opportunity” section above.

If a participant is on Leave of Absence status as of the last day of the Plan Year, the Participant
will be eligible to receive an award for the Plan Year to the extent that they have eligible
earnings for the Plan Year.

Employees who become inactive during the Plan Year due to participation in an AEP long-term
disability plan will be eligible to receive an award for that Plan Year to the extent that they have
eligible earnings for the Plan Year, although long-term disability benefits are not ICP eligible
earnings.

Participants forfeit their incentive plan eligibility if they are discharged for cause or resign in lieu
of being “discharged for cause” at any time prior to the award payment date, unless the Plan
Compensation Committee approves an award payment to such employee.

Satisfaction of eligibility criteria does not guarantee the payment of any awards.
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Termination Due to Death or Retirement

Participants remain eligible for an award, based on their eligible earnings for a Plan Year, if their
employment with AEP is terminated during the Plan Year due to their death or retirement. In the
event of a Participant's death, any award to which they would otherwise be entitled will become
payable to the Participant’s estate or as otherwise specified by applicable state law. For the
purposes of the Plan, “retirement” is defined as termination of employment for any reason other
than for cause or as part of a voluntary or involuntary severance or layoff, after the Participant

attains at least age 55 and five years of AEP service.

Change for 2018 ICP: Beginning with the 2018 Plan Year, terminating participants will
remain eligible for an award, based on their eligible earnings for a Plan Year, only if their
employment with AEP terminates after the third month of the Plan Year due to their death or
retirement (as defined).

Termination Due to Voluntary and Involuntary Severance and Layoffs

Due to the severe financial constraints that generally give rise to the need for employee
severances and layoffs, Participants with both discretionary and non-discretionary award
opportunities are ineligible for an award if they would have a separation from service with AEP
during the Plan Year as part of a voluntary or involuntary severance program or a layoff as
defined under a collective bargaining agreement or the Supplemental Handbook and they are not
rehired during the Plan Year. Severed employees are ineligible for an award even if, in
connection with their severance, they are (a) placed on a Leave of Absence or (b) offered, but
fail to meet the qualifications to be paid a severance benefit (e.g., if they would fail to timely
sign and return, a Severance and Release of All Claims Agreement). In the event a severed
employee is rehired during the Plan Year, such Participant will be eligible for an award only to
the extent of their earnings for the period after they were rehired.

Resignations after the Plan Year

Participants who are actively employed on the last day of a Plan Year but who subsequently
voluntarily resign their employment remain eligible for an award. However, for discretionary
participants, their actual or pending voluntary resignation is a business factor that management
may consider in determining their award payment, if any.

Award Payment
Award payment will be made within 2-1/2 months after the end of the year or as soon as

practical thereafter if it is impractical, either administratively or economically, to make payments
within this time period.

The Plan is hereby approved by:

rﬂ@

Lisa M Barton Date: June 1, 2017
EVP AEP Transmission

13
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Transmissions 2017 ICP Plan
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2017 ICP Plan and Goals
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A. Transmission ICP Plan Overview

This Transmission Incentive Compensation Plan (ICP) provides information about the
business unit’s strategic goals and metrics in each measurable category identified for
2017. These categories are: Safety & Culture, Build Infrastructure, Customer Experience,
and Strategic Initiatives. Please see the Transmission Performance Metrics website
http://tpm/ for the latest copy of this plan. Note that Tier 2 Goals will be provided in a

supplemental document.


http://tpm/
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B. ICP Plan Summary
This section contains an abridged description of each measurable category in the

Transmission ICP Plan for 2017.

B.1. Safety & Culture

AEP is transforming its safety culture from good to great by building the systems
and processes needed to support and sustain world-class safety performance.
This transformation includes changes based on proactive measures and
continuous improvement. Safety remains the first priority irrespective of the ICP
goals and other objectives the Company establishes. To help ensure that all
employees have a personal stake in maintaining safe work practices, a
substantial portion of every plan is tied to safety for AEP employees and contract

workers.

A healthy organizational culture - one that is collaborative, supporting,
challenging, accountable and resilient - is essential to AEP's success as the utility
of the future. We measure the health of our culture by conducting periodic
Gallup surveys and by creating action plans that foster continuous

improvements.



Category

Goal

Targets & Measures

Safety & Culture —35%

%
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Safety,
Culture, and
Employee

Engagement

Reduce DART rate.

0.0=0%
1.0=10%

2.0 = 20% improvement
in DART rate from prior 3-
year average

10%

Establish a Vehicle
Equipment Operation
program.

0.0=Participate in Driving
Summit.

1.0= Develop
recommendations and
develop implementation
plans based on approved
recommendations.

2.0= Develop
recommendations and
develop implementation
plans for approved
recommendations and
implement five (5).

4%

Implement and perform
quality CORE visits.

Quality measure is based on
established criteria:

0.0=80%
1.0=90%
2.0=95%

4.0%

Implement quality in
Good Catch Program.

Quality measure is based on
established criteria:

0.0 =80%
1.0 =90%
2.0=95%

4.0%

35%
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Safety & Culture —35%

%
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Implement Risk
Mitigation Plan as
determined in the Site
Inspection Program.

e 1.0 =development of
mitigation plans and
budget inputs by
year/quarter

e 2.0 = additionally, Short
Term: work practices
implemented for high risk
hazards and Long Term:
mitigation plans
completely implemented
for 25% of high risk
hazards.

4%

Implement High-Risk
Activity Mitigation Plans.

e 1.0=implement 3/5
identified work processes

e 2.0=implement 3/5
identified work processes
and 2 new or 2 from
other business units

4%

Develop Gallup Culture
Action Plans.

Percentage of leaders with
impact plans and updated
one time during 2017:

o 0.0:<80%
e 1.0:=>90%
e 2.0:=100%

5%
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Build Infrastructure

AEP's Transmission's growth strategy focuses on building and maintaining a
diversified portfolio of transmission projects through our Transcos, joint
ventures, and Transource®. Currently, Transmission’s capital investment
program provides significant earnings contribution and growth to AEP. The
electric infrastructure that we build and replace is an important foundation in
AEP’s current and future growth plans. To that end, our Build Infrastructure |CP
category focuses on activities that support Transmission’s objective of being

AEP’s growth engine for years to come.
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Targets & Measures
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1. Meet or exceed the e 0.0 =280% of Target 10%
. annual earnings target for | ¢ 1.0 =90% of Target
AEPTHC Earnings N .

AEPTHC in line with e 2.0=Target 100% of Target
corporate expectations.

2. Meet the year-end Plant e 0.0=52.08 10%

Plant In Service In-Service target for the e 1.0=S52.1B

business unit (combined e 20=213B
Opco & Transco).

3. Achieve the annual capital | ¢ 0.0=52.79B 20%

Capital Investment investment target forthe | e 1.0=52.948B

business unit.

20=3.238B

40%
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Customer Experience

Transmission will invest to improve the customer experience where it will earn a
return on those investments. Our /CP Plan places continued emphasis on
improving service reliability. Reliability is measured through Transmission’s
contribution to AEP’s overall System Average Interruption Duration Index
(SAIDI). We will promote a culture of compliance regarding the National Energy
Regulatory commission (NERC), including environmental and project siting
compliance; and support economic development in our communities with an
electric grid that is well maintained and reliable. Transmission will establish
partnerships that promote economic investment in energy-related

infrastructure.
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Category Goal Targets & Measures

Customer Experience — 20%

Customer Reliability

SAIDI: Reduce
customer outages.

0.0:>=48.0
1.0<=40.0
2.0=32.0

5.0%

Environmental
Compliance/Siting

Eliminate
environmental and
siting enforcement
actions by
state/federal agencies.

Environmental:

0.0>=4
1.0<=2
2.0=0;

Siting Violations:

0.0>=10

1.0<=5

2.0=0

Based on points — explained in

detail in the Environmental
section of this document.

2.5%

NERC Compliance

Promote a culture of
compliance through
self reporting potential
NERC compliance
issues.

1.0=<85% of issues internally
found

1.25=>85% and <90% of issues
internally found

1.5=>90% and <95% of issues
internally found

1.75=295% and <100% of
issues internally found

2.0= 100 % of issues internally
found

5.0%

Economic Development

Adhere to TFS
Maintenance Work
Plan.

0.0<75%
1.0=>85%

2.0=>95% of components
maintained or installed vs.
Plan

2.5%

Economic Development

Establish Public-
Private Partnerships.

0.0= achievement of no goals

1.0=achievement of 1 goal or
financial equivalent

2.0=achievement of 2 goals or
financial equivalent

2.5%

20%
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Goal

Targets & Measures
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Economic Development

6. States Edge

0.0 = Filing or filing after
September 1, 2017.

1.0 = File cases in Arkansas,
Louisiana, Texas, and
Oklahoma on or before
September 1, 2017.

2.0 = File cases in Arkansas,
Louisiana, Texas, and
Oklahoma on or before July 1,
2017 and minimize
investment at risk (outside of
regulatory expenses) to $20
million in 2017-2018.

2.5%

B.4. Strategic Initiatives

AEP, and by extension—our customers and shareholders—benefit from our

competitive ventures as they provide additional revenue streams and promote

innovation. Our strategic focus is on growing our competitive businesses such as

Transource® and Grid Assurance™.

Category Goal Targets & Measures
Strategic Initiatives — 5%
Growth 1. Grow the competitive e 0.0=achievement of

business. (See following
definitions.)

neither goal

1.0=achievement of 1 5.0%

goal or financial
equivalent
2.0=achievement of 2
goals or financial
equivalent

5%
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Additional Descriptions of Economic Development Goals

e Establish Public-Private Partnerships

= Establish a transmission partnership with Buckeye Power with a long-term project
portfolio of > $250 million.

= Establish a public-private partnership with the City of Hope, Arkansas in an effort to
develop regional transmission in Southwest Power Pool (SPP).

= Establish a public-private partnership with the City of Prescott, Arkansas in an effort to

develop regional transmission in SPP.

e States Edge
The States Edge project represents a $3 billion combined Generation and Transmission

investment opportunity that is also intended to deliver meaningful savings to Public Service
Company of Oklahoma (PSO) and Southwestern Electric Power Company (SWEPCO)
customers through net reduction in costs. This project is in early development. Additional

economic and regulatory hurdles must be cleared before this initiative moves forward.

e Strategic Initiative Descriptions

Grow the Competitive Business

= Secure 20%+ of the competitive market investment opportunity through Transource® in
Pennsylvania-New Jersey-Maryland Interconnection (PJM), Midcontinent Independent
System Operator (MISO), and Southwest Power Pool (SPP)™.

= Achieve a critical mass of utility company subscriptions and regulatory approvals to launch

the Grid Assurance business.

! PJM, MISO, and SPP are regional transmission organizations (RTOs) that are responsible for moving electricity
over large interstate areas. They coordinate, control, and monitor an electricity transmission grid.
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C. Transmission ICP Plan Details and Measures

This section presents supporting explanations for the ICP Plan categories and includes

corresponding calculations for each ICP measurement.

C.1. Safety and Culture
Safety and health professionals, frontline employees and managers from across
the AEP system worked together in 2016 to develop programs that change how
we approach safety and health. We shifted our focus so that safety and health
hazards are addressed proactively. Focusing on past events only told us part of
the story — addressing issues before an event occurs is the only way we will
achieve our Zero Harm goal. Revised safety and culture ICP measures provide a

proactive approach to improving our safety culture and performance.

C.1.1. Reduce DART Rate
Measure Weighting: 10%

Overview

= AEP is using the Days Away/Restricted or Job Transfer (DART) rate to place
additional emphasis and focus on events that cause the most serious harm

and have life-altering consequences.

= DART Rate = (Total Number of DART incidents x 200,000) + Total Hours
Worked.

= The DART rate is calculated using both employee and contractor data.
Transmission will measure performance against the historic three-year rolling

average performance for the business unit.

ICP Targets
Reduce DART Rate 0.0 1.0 2.0

% Improvement from
prior 3 year DART <=0% | >=10% | >=20%
Average
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The target DART rates for 2017 are:

Reduce DART Rate 0.0 1.0 2.0

DART targets are based
on improvement from 0.67 0.60 0.54
3- year average.

NOTE: For 2017, Transmission’s Prior 3-Year DART Average=0.67.

Example Calculation:
s Formula: (3 Yr DART Avg = EOY DART)/ 3 Yr DART= (% Improvement *100)
e [xample 3 Year Average DART Rate: 0.67
s  Example End Of Year Combined Employee And Contractor DART Rate: 0.55
s Therefore, (0.67 = 0.55) /0.67 = 0.12/0.67 =(.1791 *100) = 17.91% Improvement
s Interpolate 17.91 between 1.0 and 2.0 Targets =

e 1.791 ICP Performance

C.1.2. Improve Vehicle and Equipment Operation
Measure Weighting 4%

Overview

Vehicle And Equipment Operation is a shared measurement across business
units. Corporate Safety & Health will administer ICP scoring in collaboration with
Transmission.

Complete Driving Summit in Q2 2017

Business units will implement approved recommendations from the 2017 Driving
Summit. The target audience will include two to three representatives from each
Grand Central Safety Committee in Transmission along with several members of
the Telematics Strike Team. The Grand Central Safety Committee was convened

during 2016 to discuss safety issues and provide recommendations to improve



overall safety. This committee has representatives from multiple business units

as well as contractor representatives.

There will also be two to three representatives from Transmission’s Telematics
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Strike Team. It is a team that evaluates and recommends safety technology

products.

= Attendance at the 2017 Driving Summit will be tracked in the KEY Learning

Management System.

= Animplementation plan will be developed after recommendations are

reviewed and approved.

ICP Targets

Improve Vehicle and

. . 0.0 1.0 2.0
Equipment Operation
Milestones Achieved Attend and Develop Develop
participate in recommendations | recommendations
Driving Summit. | and develop and develop
implementation implementation
plans for approved | plans for
recommendations. | approved

recommendations
and implement
five (5).

Example Calculation

e Transmission successfully developed recommendations and developed
implementation plans for approved recommendations (1.0 ICP Criteria).

e Furthermore, Transmission implemented five of the approved
recommendations (2.0 ICP Criteria).

e 2.0ICP Performance
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C.1.3. Implement and Perform Quality Core Visits
Measure Weighting 4%
Overview: Quality & Participation Definition Criteria

Quality

The 2017 quality measurement is scored based on defined quality CORE visit
requirements. (CORE stands for Coaching through Observation, Recognition, and
Engagement.) A total of 16 points is possible on the CORE Visit Evaluation Form.
Visits are scored as follows:

e An average score of 12.8 out of 16 points (or 80%) = 0.0

e An average score of 14.4 out of 16 points (or 90%) = 1.0

e An average score of 15.2 out of 16 points (or 95%) = 2.0

e Scores from the CORE Visit Evaluation Forms will be averaged within the
business unit. Please see http://safety and look in CORE visits section for

more information.

e Leaders who completed Shadow of the Leader — CORE Visit Training (SOTL-
CORE) in 2016 must complete a minimum of two (2) CORE Visits in 2017.

Participation
The leaders (supervisory staff) who complete Shadow of the Leader training

during 2017 must complete a minimum number of CORE visits as follows:

Training Attended Complete a Minimum of:

Q1 Three CORE visits (one/quarter — begin
measuring in Q2)*

Q2 Two CORE visits (one/quarter — begin
measuring in Q3)*

Q3 One CORE visit (one/quarter — begin
measuring in Q4)*

Q4 One CORE visit (in Q4)*



http://safety/
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NOTE: Completed Shadow of the Leader training must be on record as of

October 1, 2017.

Completion of CORE Visit Evaluation Forms will be tracked, measured, and

reported by person by quarter. Therefore, if an individual leader is required

to complete three CORE Visits, that leader must complete all three CORE

Visits himself or herself (one/quarter).

The overall score will be the average of the Quality and Participation

components.

ICP Targets

Core Visits

0.0

1.0

2.0

Quality & Participation

Average Scores

<=80%

>=90%

>=95%

Example Calculation

NOTE: Weight YE Quality Score and YE Participation Score at 50% each

Transmission achieves a 90% Quality score (weighted at 50%) and an 80%

Participation score (Weighted at 50%)
The overall score is the average of the two, or 85%

Interpolate 85% between 1.0 and 2.0 Targets = 0.50 ICP Performance

C.14.

Improve Quality in Good Catch Program

Measure Weighting 4%

Overview

Identification and follow-up on good catches are important to our Zero Harm

journey. Good catches are true leading indicators. They can be used to

prevent harm to employees, contractors, and the general public. AEP can
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share this information as needed at the local, business unit, and company
levels.

= Business units will set their own quarterly quantity measurements for 2017.
This approach will help to ensure consistent application as well as accurate
communication throughout the year.

= The quality measurement promotes good catches as a leading indicator
across the company. Each month a random sample of 20% (with a maximum
of 30 and a minimum of 20) good-catch events will be reviewed for each
business unit. If the monthly minimum of 20 events is not achieved, 100% of
the events will be evaluated. The measurement is based on a grading system
provided by Safety & Health.

=  Good-catch events that are shared across the Company must be coordinated
through the respective Safety & Health directors. Supporting documentation
for these activities is available in AEP’s Safety and Health Event Management

System (SHEMS).

ICP Targets
Good Catch Program 0.0 1.0 2.0

% Measure of Quality | <=80% | >=90% | >=95%

NOTE: The S&H Good Catch ICP performance metric includes the quality measurement;
it does not include a quantity component.

Example Calculation

e Formula: YTD / YE Average of Good Catch Events per Corporate Safety and
Health’s Quality Scoring Criteria

e Example YE Good Catch Quality Scoring Average = 92.5%
e Interpolate 92.5% between 1.0 and 2.0 Targets =

1.5 ICP Performance
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C.1.5. Implement Risk Mitigation Plan As Determined In the Site Inspection

Program

Measure Weighting 4%

Overview

Risk mitigation plans call for reviewing processes so that we can identify ways to

improve, alleviate or diminish risk. Transmission’s risk mitigation 2017 primary

goals are:

= Assess risk after mitigation plan development to confirm an acceptable risk

level.

= Develop budget inputs by year for all sites with high-risk hazards.

= |mplement work practices for all sites with high-risk hazards. Implement

mitigation plans for 25% of these sites that require work on the premises.

ICP Targets

Risk Mitigation — Site | 0.0 1.0 2.0
Inspection
Mitigation Criteria Mitigation Mitigation 1.0 criteria achieved
plans or plans and and mitigation plans
budgets budget implemented for 25%
were not inputs of sites with high-risk
developed. | developed hazards.
by
year/quarter.

NOTE: Implementing the Risk Mitigation Plan as determined in the Site Inspection

Program is a shared measurement across business units. Corporate Safety & Health

will administer ICP scoring in collaboration with Transmission.



KPSC Case No. 2017-00179

KIUC's First Set of Data Requests Dated August 14th, 2017
Item No. 30

Attachment 1

Page 376 of 392

Mitigation Plans and Implementation, Budget Inputs, and Work Practices Criteria:

= High-risk hazards in this case are the specific hazards identified in the project.

=  Work practices must be documented that describe how to perform a task
with minimum risk to people, equipment, materials, and the environment
when high-risk hazards are identified at the project site.

= |mplementation is achieved when the work identified in a work practice or
mitigation application is complete.

= Budget inputs are defined as estimates.

Example Calculation

e Transmission successfully developed mitigation plans and budget inputs (1.0 ICP
Criteria)

e Furthermore, Transmission implemented for 40% of High-Risk Hazards in the
plan

e 40% > 25% 2.0 ICP Criteria =

2.0 ICP Performance

C.1.6. Implement High-Risk Activity Mitigation Plans
Measure Weighting: 4%

Overview

= Complete the implementation of mitigation plans for high-risk activities
identified in 2016.
0 This implementation will address AEP’s fragmented risk management
system and inconsistent application and use of risk matrices and hazard

controls.
0 It also addresses the inconsistent and reactionary focus on Serious

Incident or Fatality Measure (SIF) prevention, and a need to focus on
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severity over frequency to further reduce employee events associated
with high-risk activities.
= |n 2017, Transmission will look for overlap of high-risk activities across
business units and drive for consistency by developing standard processes
and work procedures. This approach will engage employees in identifying
risks that affect them.
= Transmission will also identify any new high-risk activity to be mitigated in

2017.

Transmission’s Top Five High-Risk Activities
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Mitigation Implementation Mitigation Implementation

Complete Complete Planned
Transmission Risk Activity 2016 2016 2017
Working Near Energized Conductors While in and Aerial Device X X
Working Near Open Excavation (setting and removing poles, etc.) X X
Operating a Vehicle Requiring a CDL X
Switching a Gang-Operated Air-Break Switch (GOAB) X
Manual Material Handling X

Planned
2017
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Risk Mitigation: High- | 0.0 1.0 2.0
Risk Activities
Mitigation Criteria No mitigation plans Implement 1.0 Criteria
implemented three of the Achieved
remaining five | and 2 New
work or 2 from
processes. other
business
units

NOTE: New high-risk mitigation processes identified and implemented for 2017

cannot be applied from the Driving Summit.

Example Calculation

e Transmission successfully implemented three of the remaining five work
processes (1.0 ICP Criteria).

e Furthermore, Transmission implemented one additional work process that
was either new or adopted from another business unit.

e One additional work process is < 2 required for 2.0 performance, but
represents 50% of the 2.0 goal achievement = 1.5 ICP Performance

e Or, Transmission implemented no additional work processes, and only two
(2) of the remaining five work processes.

e Two of the three remaining five work processes represent 66% (2 out of 3)
of the 1.0 goal = 0.66 ICP Performance
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C.1.7. Develop Gallup Culture Action Plans

Measure Weighting: 5%
Overview

= Action plans based on 2015 and 2016 AEP Culture Survey (Gallup Survey)

results will be developed through peer-to-peer and work team discussions.

=  Performance timeframe: Leaders upload one impact plan in the system by
05/30/17.
= Leaders who uploaded impact plans by 05/30/17 will update these plans at

least once by 12/31/2017.

= Final calculation will be weighted 50% for uploading one impact plan in
system by 05/30/2017, and 50% for updating that impact plan by
12/31/2017.

ICP Targets

Culture Action Plans 0.0 1.0 2.0

Percentage of leaders | <80% >=90% =100%
with impact plansin
Gallup System by
5/30/2017 and
updated once during
2017

Item No. 30
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Example Calculation

95 of 100 leaders uploaded an impact plan into the system by 05/030/2017, or 95%

90 of 95 leaders who uploaded impact plan go on to updated that plan by end of
year, or 94.7%

Final calculation: 95% (.5) + 94.7% (.5) = 94.85%
Interpolate 94.85 between 1.0 and 2.0 Targets =
1.485 ICP Performance
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C.2.  Build Infrastructure
C.2.1. Meet or Exceed the Annual Earnings Target for AEP Transmission
Holding Company
Measure Weighting: 10%
Overview
= AEP Transmission will meet or exceed the annual earnings target for AEP

Transmission Holding Company (AEPTHC) in line with corporate expectations.

= |CP targets will be based on achieving 90% (0.0 payout), 100% (1.0 payout) or
106.4% (2.0 payout) of earnings target (stretch goal).

» The 2017 earnings target is $296 M.

ICP Target
AEPTHC Earnings 0.0 1.0 2.0
Millions of
Dollars <$266 M >=$296 M >=$315 M
Contribution

Example Calculation

e AEP Transmission Holding Company achieved $290 M in earnings
Contribution

e $290 M >1.0 ICP Payout but less than 2.0 ICP Payout
e Interpolate $290 M between 1.0 and 2.0 Targets =
0.68 ICP Performance

C.2.2. Meet the Year-End Plant In-Service Target
Measure Weighting: 10%
Overview

= AEP Transmission meets the year-end plant in-service target for the business unit.
= The Plant In-Service target is a combined OPCo and TRANSCo target.
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ICP Target
AEP Plant In-
Service 0.0 1.0 2.0
Millionsof | _«) 000M | 542,100 M | >=$2,300 M
Dollars In- Service

Example Calculation

e AEP Transmission Holding Company achieved $2,225 M in combined
plant in-service for both OPCo and TRANSCo projects

e $2,225 M >1.0 ICP Payout but less than 2.0 ICP Payout
e Interpolate $2,225 M between 1.0 and 2.0 Targets =

1.63 ICP Performance

C.2.3. Capital Investment Target
Measure Weighting: 20%

Overview

AEP Transmission will achieve the annual capital investment target for the business
unit. The capital investment target is a combined total of OPCo and Transco capital

investment. Transmission will be measured on its post-allocated capital for affiliates.

NOTE: In Transmission’s direct organizational view of capital there is $101M in the
2017 control budget that was budgeted in support of Distribution station projects (D-
FERC assets). The Transmission business unit manages the Distribution stations and is
responsible for the capital investment and project management. The calculation for
achieving $3.23 B will include adding back to actuals from the distribution station that
Transmission manages. In a direct view this spend can be identified by having a
Distribution benefiting location within the Transmission organization, but in a post-

allocated functional view this spend will be included under Distribution capital spend.
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ICP Target

Capital
Investment 0.0 1.0 2.0

Millions of
Dollars of <$2,790 M | >=$2,940 M | >=S$3,230 M
Investment

Example Calculation

e AEP Transmission Holding Company achieved $3,000 M in capital
investment during 2017

e 53,000 M >1.0 ICP Payout but less than 2.0 ICP Payout
e Interpolate $3,000 M between 1.0 and 2.0 Targets =
1.21 ICP Performance

C.3. Customer Experience

C.3.1. Customer Reliability-Reduce System Average Interruption Duration
Index

Measure Weighting 5%

Overview
= System Average Interruption Duration Index (SAIDI) is the average duration
of interruptions per customer during the year. It is the ratio of the annual

duration of interruptions (sustained) to the number of customers.

= T-SAIDI is the total duration of sustained interruptions in a year on AEP’s

Transmission lines / total number of Transmission customers.

ICP Targets
SAIDI 0.0 1.0 2.0

(T-SAIDI Only)

Average duration of T-
Interruptions / T-
Customers

>=48.0 | <=40.0 | <=32.0
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Example Calculation
. T-SAIDI at end of year is 36.0.

. Interpolate 36.0 between 1.0 and 2.0 Targets =

1.5 ICP Performance

C.3.2. Eliminate Environmental Compliance & Siting Enforcement Actions by
State and Federal Agencies

Measure Weighting: 2.5%

Environmental Compliance
Overview

= A Notice of Violations (NOV) is a formal environmental enforcement action.

= A formal environmental enforcement action constitutes a measurable NOV. The
total number of environmental-related NOVs that Transmission receives as a
result of an action or programmatic deficiency will be tallied using points.

= NOV points will be tallied for the plan year in which the enforcement action is
resolved.

= NOVs resulting from an issue or event identified by a governing agency will be
counted as two points.

= NOVs resulting from a self-reported issue or event counts as one point.
Environmental NOVs to be excluded from this metric will be those resulting from

events that are:

0 Deemed uncontrollable (as determined by Environmental Services and

Transmission Senior Leadership)
O Identified as a minor environmental impact

O Outside the control of the Transmission organization
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ICP Targets

Environmental Compliance 0.0 1.0 2.0

Notice of Violations — 4 2 0
Number of Points

Siting Compliance
Overview

= The total number of Transmission violations that occur during the plan year will
be tallied using points. A siting violation will be defined as either 1) the failure to
follow necessary regulatory process for transmission project siting approval, or
2) the failure to meet conditions imposed by the regulatory agency as part of

project approval. Points are applied as follows:

0 Any violation that results in fines or work stoppage by a state utility

commission will be counted as 2 points.

O Failure to follow necessary regulatory process for transmission project
siting approval (i.e., starting construction prior to obtaining approval for
an activity that required state or federal approval) will be counted as 2

points.

O Failure to meet any conditions set forth by a state commission or federal

agency as part of project approval will be tallied in the following manner:

— A commission or federal agency identifies and reports on a failure to

follow agreed upon conditions of approval = 1 point
— AEP self-reports a failure to follow an approval condition = 0 points
Excluded from the siting compliance metric result from events that are:

» Deemed uncontrollable as determined by Transmission Asset and

Strategy Leadership and Transmission Senior Leadership.

» Where the violation in question is subject to legal interpretation.
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> Violation of a condition that is associated with a failure to meet the

permit requirements of another agency.

Scoring

. Siting Violations = 10 pts = 0.0 ICP
. Siting Violations =5 pts = 1.0 ICP
o Siting Violations = 0 pts = 2.0 ICP

ICP Targets

Siting Compliance 0.0 1.0 20

Siting Violation Points 10 |5 0

Item No. 30
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Example Calculation

e 0 Environmental Compliance Points During 2017

e 0=2.0ICP Subscore For Environmental Compliance
e 6 Siting Compliance Points During 2017

e 6=0.5ICP Subscore for Siting Compliance Points

e Environmental Compliance Subscore (2.0 * 50%) + Siting Compliance
Subscore (0.5 * 50%) =

e 1.25ICP Performance
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NERC Compliance
Measure Weighting 5%

Overview

e The intent of this ICP stretch goal is to encourage the Self-1dentification and Reporting of
Reliability Compliance issues.
e ARCS is the official database for managing this information.
e There are two types of incidents counted in the metric —
1) Internally Found Incidents — incidents that may or may not result in a Self-
Report to a Region
2) Externally Found Incidents —incidents that result in a Self-Report to a Region
or an Audit Finding
e For inclusion, all incidents will meet the following criteria:
o Caused by Transmission. (incidents caused by BUs are excluded)
0 Relates to AEPSC Transmission, Jointly-Owned entities and Transcos for which
AEP Transmission has primary control of the functions.
o0 The discovery date or the Violation ID was issued in the current year.
e Internally Found Incidents must meet all of the following criteria:
o Status in ARCS has advanced beyond ‘Draft’ status
o Will be defined as having one of the following values in ARCS:
= Internal Audit
= Self-Certification
= Self-ldentified
= Event

e A system event that leads to the discovery of the potential issue if
the discovery is made by an AEP employee.

= External Data Request
e |f the potential issue was not found within the scope of the data
requested, but was a discovered as a byproduct of search
activities.

e Externally Found Incidents must meet all of the following criteria:
o Must have one of the following values for How Discovered:
= Event
e A system event that leads to the discovery of a potential issue if it
was brought to AEP’s attention by an external entity. For
example, NERC, Regions, RTOs and neighboring utilities.
= External Audit
= Spot Check
= External Data Request
e Ifanincident is discovered as a result of a data request by an
external agency it is Externally Found).

=  Must have a Violation ID.
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= |s counted once even if the problem is reported in more than one Region

or for multiple registrations.

» In the case of a disagreement with respect to the Internal/External classification of an
incident in ARCS, Transmission Reliability Compliance leadership will determine the
classification of the incident.

e The ICP Calculation is the percentage derived from the total of Internally Found Incidents
divided by the sum of the Internally and Externally Found Incidents.

ICP Targets
NERC Compliance 0.00 1.00 1.25 1.50 1.75 2.00

>=90% >=95% =100%

% Internally Identified NA <85% | >=85%<90% <95% <100%
(o] (o]

Example Calculation

e End of year, 18 out of 20 compliance issues are internal found (i.e., 90%)

e The multiplier = 1.5
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C.3.3. Economic Development

Adhere to the TFS Maintenance Plan

Measure Weighting: 2.5%
Overview

= Transmission Operations and Transmission Construction will work together to

complete the comprehensive Transmission Field Services (TFS) work plan.

= This work plan will be frozen by end of the first quarter in 2017. We will begin

tracking actual maintenance units completed versus plan on a monthly basis.

= Achieving end-of-year maintenance units versus plan will be the basis for the ICP

measurement.

ICP Targets

Adherence to TFS
O&M Work plan 0.0 1.0 2.0
% Adherence <=75% | >=85% >=95%

Example Calculation

TFS achieves 80% of maintenance units versus plan by year end
Interpolate 80% of actual unit achievement between 0.0 and 1.0 performance =

0.50 ICP Performance

Establish Public-Private Partnerships

Measure Weighting: 2.5%
Overview

Goals for this category are:
e Establish a transmission partnership with Buckeye Power with a long-term
project portfolio of > $250 million.

e Establish a public-private partnership with the City of Hope, Arkansas in an effort
to develop regional transmission in Southwest Power Pool (SPP) territory.



e Establish a public-private partnership with the City of Prescott, Arkansas in an

effort to develop regional transmission in SPP.

ICP Targets

KPSC Case No. 2017-00179
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Establish Public-
Private Partnerships

0.0

1.0

2.0

Goal Achievements

Achievement
of no goals

Achievement
of 1 goal or
financial
equivalent

Achievement
of 2 goals or
financial
equivalent

Example Calculation
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e Two goals were achieved during 2017:

e Establish a transmission partnership with Buckeye Power with a long-term project

portfolio of > $250 million.

e Establish a public-private partnership with the City of Hope, Arkansas in an effort to
develop regional transmission in Southwest Power Pool (SPP) territory.

e Therefore, 2.0 ICP Performance

States Edge

The States Edge project represents $3 billion combined Generation and Transmission

investment opportunity that is also intended to deliver meaningful savings to PSO and

SWEPCO customers through a net reduction in costs.

Measure Weighting: 2.5%

Overview

The project would accelerate renewable energy Integrated Resource Plan (IRP) needs in

an effort to take advantage of expiring production tax credit (PTC), and mitigates the
market discrepancies caused by congestion. An IRP plan identifies the need for
generation resources by year to ensure there is an adequate supply of electricity to

meet customer demand.
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Current IRP plans for PSO and SWEPCO call for over 2,000 MW of renewables over the
next 10 years. The wind PTC five-year phase out started at the end of 2016. The full
value of the PTC is equivalent to $35/MWh pre-tax of $168 million per year (based on
1,000 MW).

This project is in development. Additional economic and regulatory milestones must be
met before this project advances for formal consideration. Therefore, ICP measures will

be based on achieving defined economic and regulatory targets.

ICP Targets

States Edge 0.0 1.0 2.0

Milestone Filing after File cases in File cases in Arkansas,
Achievement September 1, | Arkansas, Louisiana, Texas, and

Criteria 2017 Louisiana, Texas, Oklahoma on or before July 1,

and Oklahoma on 2017 and minimize

or before investment at risk (outside of
September 1, 2017 | regulatory expenses) to $20
million in 2017-2018

Example Calculation

e Cases are filed in Arkansas, Louisiana, Texas, and Oklahoma on or before
September 1, 2017.

e Demonstrate that investment at risk was minimized (outside of regulatory
expenses) to $20 million in 2017-2018.

e Achieved criteria for 1.0 ICP Performance but only 50% of 2.0 performance (cases
not filed on or before July 1, 2017).

e Calculation (1.0 performance * 100% achievement) + (2.0 performance * 50%
achievement) = 1.5 ICP Score




C.4. Strategic Initiatives

Grow the Competitive Business: Measure Weighting 5%

Overview
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The purpose of this initiative is to grow Transource through the capture of opportunities

leading to increased Transmission earnings contribution.

ICP Targets

= Secure 20% of the competitive market investment opportunity via Transource in

PJM, MISO, and SPP.

= Achieve a critical mass of utility company subscriptions and regulatory approvals to

launch the Grid Assurance Program.

Achievement
Criteria

of neither goal

one goal or
financial
equivalent

Grow the 0.0 1.0 2.0
Competitive

Business

Milestone Achievement Achievement of Achievement of

two goals or
financial
equivalent

Example Calculation

2.0 ICP Score

e We successfully secured and demonstrated that we achieved 20% of
the competitive market investment opportunity via Transource in PJM,
MISO, and SPP.

e We successfully secured and demonstrated that we achieved a critical
mass of utility company subscriptions and regulatory approvals to
launch the Grid Assurance Program.

e Therefore, we achieved the criteria for 2..0 ICP Performance =
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