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2004 SUMMARY

2004 reported earnings of $2.75 per
share adjusted for net gains from
- dispositions of $(0.57) per share,
ongoing P94 $975 $(51) miscellaneous adjustments of ${0.01)
as reported . . 8 L $110 $979 per share, and UK and LIG discontinued
Earnings Per Share Sy operations of $0.16 per share, produces
ongoing 6233, $2.53 $(0-20) ongoing eamings of $2.33 per share.

Vasdance

Net Income (in millions)

as reported SR Ltk $0.29 5246 2003 reported earnings of $0.29 per
Revenues (inbillions) - s, g B N ST $14.7 $(0.6) share adjusted for disposition and
Cash Dividends S840 $1.65 $(0.25) write-down of assets of $2.42 per
Year-End Closing Stock Price TU83434 5 $30.51 $3.83 share, and UK and LIG discontinued
Book Value Per Share at Year-End | $2L51: $19.93 $1.58 operations {excluding write-down of
Total Assets (in billions) R $36.8 $(2.1) assets) of $0.32 per share, offset in
part by the changes in accounting
principles for asset retirement obliga-
tions and mark-ta-market accounting
of ${0.50) per share, produces ongoing
earnings of $2.53 per share.

U.S. Customers (at year-end) {in thousads) |7 X 5,023 30
Global Employment (at year-end; 719,893 22,075 (2,182)

AEP SERVICE TERRITORY 1

TRANSMISSION LINES
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MICHAEL G. MORRIS
Chairman, Pyesident and
Chief Executive Officer

2004 SHAREHOLDER RETURN
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DEAR FELLOW SHAREHOLDERS Amcrican Flectric Power became a stronger, more
focused company in 200t We sold non-core assets, reduced debt and miet our
carnings target while the people of AEP overcame some of the worst challenges
Mother Nature can offer. In addition, we restructured the company, creating
seven operating units to improve customer focus and to move more decisions to
the local level. We accomplished a lot, and we certainly have much more to ac-

complish. But, all told, 2004 was a very exciting and good year.

FINANCIALRESULTS ALP’s ongoing earnings per share for 2004 totaled $2.33. within
onr guidance range of $2.20 to $240. As-reported, or GAAP, carnings (prepaved
according to Generally Accepted Accounting Principles) were $2.73 per share,
reflecting gains from assct sales.

Our share price advanced 12.6 percent last year - well ahead of the overall
market - and total return to sharcholders, including dividends, exceeded 17 percent.

ALP liquidity position remained favorable in 2004, At year’s end the com-
pany had more than $400 million in cash and cash equivalents on its balance

sheet and access to nearly $3 billion in credit facilitics.

ASSETSALES In 200t we substantially completed our program of selling assets that
are unrelated to our core, domestic utility operations.

Among the facilities and operations sold were 4.000 megawatts of coal-fired
generation in the United Kingdom, our interest in a power plant in China, the
Louisiana Intrastate Gas pipeline and storage operations, four domestic indepen-
dent power plants, and AEP Coal assets in Ohio and Kentucky.

Some divestitures were unrelated to our sale of non-core assets. We sold
most of our Texas generating assets to establish our level of stranded-cost recov-
ery, consistent with Texas clectric restructuring law,

The $1.4 billion in proceeds from last year's asset sales - along with re-
tained-carnings growth and pension contributions - helped us meet our goal of

reducing our debt ratio 1o helow 60 pereent of capitalization.

GETTING CLOSER TO OUR CUSTOMERS AEP rcorganized its field operations into seven
operating units last year to move decision-making responsibility closer to cus-
tomers and other stakeholders. Already, we see positive results from this effort to
strengthen our ties with the communities we serve. I'm confident the new struc-
ture will allow us to meet our customers’ needs more quickly and effectively. And
positive customer relationships help build positive regulatory relationships.

Lach operating unit is headed by a president and chiefoperating officer who
has authority for energy distribution operations and for customer and regulatory
velationships. Other companywide operations, such as gencration, transmission,
and distribution dispatch, remain centralized to retain the efficiencies that mat-

ter so much to our customers and regulators.




AMERICAN ELECTRIC POWER COMPANY, INC.

Our new operating units are profiled in this report. T hope you will read about

them to get a sense of our front-line operations and the people who run them.

ACHIEVEMENTS AND CHALLENGES Once again. in 20u1, AEP faced many operational
challenges. And. ence again, our people responded.

Severe iee storms crippled much of our Ohio service territory in late De-
cember, Nearly 2,000 people from 13 states  including ALP employees, contrac-
tors and neighboring utilities” employees - spent time away from their families
during the holidays, working in (rigid, sometimes hazardous conditions to restore
POWCT 10 OUr CUSLONICTS,

Last snmmer, AGP dispatched hundreds of employees and contractors to
Flarida to assist utilitics ravaged by several hurricanes that hit in rapid sucees-
sion. Times like these truly demonstrate the skill, dedication and drive of our
cmployees.

Despite our overall high-quality service, we continue to address service reli-
ability issues in areas of our service territory. In Ohio, we have made progress on
a program to improve the performance of our least-reliable energy distribution
circuits by an average of 10 percent. We are also working hard to improve service
reliability in Oklahoma, where new service quality rules took effect Iast year, and
in Louisiana and other stales.

'm pleased o tell you that, afier a permitting process that stretched over
same 15 years. construction began in 2004 on the Wyoming-Jacksons Ferry 765-
kilovolt transmission line. We hope to complete the 90-niile line in mid-2006. The
new line will help reinforee the transmission system serving southern West Vir-
ginia, southwestern Virginia and castern Kentucky, where energy demand has
skyrocketed sinee the last major transmission line was built to serve that region
more than 30 years ago. The projected cost of building the line is $271 million.

Allteld, AEP invested nearly $800 million in our energy delivery system last
year. We plan to invest more than 81 hillion in the system this year to improve
performance where needed.

ALP jnined PIM Interconnection in October, fulfilling our commitment at
the time of the Central & South West merger to join Regional Transmission Or-
ganizations {RTOs;. PIM, based in Valley Forge, Pa., oversees transmission sys-
tem reliability in a 12-state region encompassing AEP's eastern service territory
and provides a larger common market for AEP generation. Our success in the
DI market inereases as we gain experience, and we believe our membership will
produce long-term benefits for customers and shareholders.

The Federal Energy Regulatory Commission also has approved Southwest
Power Pool {(STF) as an RTO. ALP transmission asscts in Qklahoma, Louisiana,
Arkansas and a portion of Texas fall within SPP.

Our D.C. Cook nuclear plant set site records in 2004 for generation and

capacity factor, surpassing milestones reached in 1996, Last year, the plant gener-
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Technology already in place A

atsome AEP plants will be
added to other facilities to
reduce emissions of sulfur
dioxide, nitrogen oxide and

mercury.
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ated 16,770 gigawatt-hours ol electricity and had a capacity factor of 92.7 percent.
We're pleased with the recent performance improvements at Cook and anticipate
further progress. Qur goal is 10 achieve top-industry perfurmance.

Although we have refocused on our core utility business, our comnmercial
husinesses continue o add value to the enterprise. Qur energy marketing and
trading activitics center on arcas where we have assets and customers, helping to
make our operations more profitable while hedging against risk.

Pm proud to report that AEP was recognized as an execmplary workplace
in 2004, The company was named one of the best places to work for women and
minorities by Fasence magazine, for working mothers by Horking Mother magazine,

and for those with military backgrounds by G./. Jobs magazine.

2005: INVESTING IN THE FUTURE \We are optimistic about our prospects this year.
We expect that the general cconomy will continue to strengthen, which will
benelit our customers. AEP projects 2005 ongoing carnings of $2.30 to $2.50 per
share. We plan to reduce our operation and maintenance expenses to the extent
possible and sustain our debt-to-capitalization vatio at below 60 pereent. We will
also continue to evaluate the potential for an increase in the quarterly dividend.

The year is already off to a good start. We have sold our controlling interest
in Houston Pipe Line Company, generating approxitmately $1 billion in cash. We
reached settlement agreements with federal agencices regarding investigations off
gas-price reporting and gas-storage activities. And we announced a goal of fully
funding ALP pension liabilities by the end of 20035, which will further strengthen
our halance sheet, enhance carnings potential and reassure eur valued employces.

Much of AEP energy will focus on regulatory activity this year as we
explain our need to make significant investments in our generating fleet, the
largest in the nation. Our goal is o persuade our regulators that improving the
environmental performance of our plants absolutely will be in the best interest
of our customers, our sharchalders and the people who live in the contmunities
where our gencrating facilities are located. The end result will be cleaner air for
everyone, a tair retnrn for sharcholders and the assurance of reasonable rates for
customers for years to come.

Most of the rate activity in our eastern states is geared toward recovery
of planned investments. The rate plan that Ohio regulators approved in Janu-
ary provides a fair balance for ALP customers and shareholders and will henefit
the environment,

[n Texas, we will seck stranded-cost recovery on the AEP Texas Central
Company generating assets that are being sold, as authorized by Texas deregula-
tion legislation. The difference between the plants’ sale proceeds and book value
can be seeuritized, which will generate cash o pay down debt and fund eapital
expenditures. We expect to make a mid-year {iling with the Public Utility Coin-

mission of Texas and anticipate a decision around the end of the year.
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AEP uscs more coal than anyone else in the nation - some 75 mil-
linn tons annnally on average. Approximately 73 percent of our 36.000-megawatt
gencrating capacity is fired by coal and lignite. Continued use of coal is impor-
tant for the energy security and economy of our nation, and for the interests of our
stakeholders,

Keeping eoal as a viable energy option will require advanced technolo-
gies. 1'hat is why we are continuing our tradition of techinological innovation by
pioneering construction of the largest Integrated Gasification Combined Cycle
{1GCC plantin the world. We announced this clean-coal project last year and
will finalize site selection and seck cost recovery in 2005, We anticipate comple-
tion by 2010,

While other companies remain tocused on supercritical coal-fired genera-
tion  pioncered by ALP nearly 30 years ago -~ we are moving to the next level of
generation technology.

We believe increasingly stringent air-quality regulations and the possibility
ol'eventnal constraints on carbon dioxide emissions make IGCC the right invest-
ment and the most environmentally responsible choice for fature coal-fired gen-
eration. IGCC wechmalogy has the potential 1o provide the environmental benefits
of a high-ctlicicncy, natural gas-fired, combined-cycle facility while capitalizing
on the comparatively low and stable fucl costs associated with coal. Tinvite you o
read more about 1GCC weehnology later on in this report,

ALP also expects to invest approximately $3.7 billion through 2010 and an-
other $1.5 billion through 2020 in improvements at our existing coal-fired
plants. This will extend their productive lives, keep them operating profitably
and improve air quality for those living nearby. Technology already in place at
some ALP plants will be added to other facilities to reduce emissions of sulfur
dioxide, nitrogen oxide and mercury. ALP has invested roughly $2 billion in en-
vironnmental enhancenents at our generating facilities since the mid-1990s.

Even afier electrie rates that allow us to recover our planned expenditures
are approved, our customers’ costs will remain amoeng the lowest in the regions
we serve. AEP also will stay competitive in wholesale power markets. These are
enormons advantages that we intend to keep.

ALP will continue as an industry leader in addressing global climate change.
As a founding member of the Chicagoe Climate Lxchange, the first voluntary
platform for trading greenhouse gas emission credits, we have committed to re-
duce or oftset greenhouse gas emissions a cumulative 10 percent between 2003
and 2006, This is in addition to our widely recognized tree-planting program and
our efforts to preserve forests o sequester carbon dioxide.

Addiverse fuel mix that includes renewable energy is important for our na-
tion and our company. AEP operates nearly 900 megawatts of hydroelectric gen-
cration and is one of the largest generators of wind energy in the United States

with more than 300 megawatts operating in Texas. We are exploring opportuni-
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ties to grow our wind portfulio, We're also testing the use of plant material and

animal waste combined with coal at some of our plants to reduce emissions.

SAFETY ALY employees are continually urged uot 10 compromise their safety, or
others” safety, in order to get the job done, 8o it pains me to report that three
employees lost their lives in job-related accidents during 2001, Qur hearts go out
1o their loved ones. No safety program is a suceess if fatalities occur, and we are
reevaluating every aspect of our safely programs to find new and better ways to
protect employees and raise safety awareness. In addition, we have changed our
management incentive compensation plan so that no safety-related award will
be paid if we experience one farality during the vear, regardless of how gond our

overall safery recond is.

TRANSITIONS The ALP Board of Directors welcomed Lionel Nowell as a new
member in 2004, Lionel, senior vice president and treasurer of PepsiCo, Inc.,
brings financial acwmen and valuable experience in corporate strategy and busi-
ness development to our endeavors, We're delighted (o have him on board,

We'll miss Leonard Kujawa, who is Jeaving the AEP Board after cight years
of service. His broad knowledge of the energy industry has heen a great asset dur-
ing a volatile period for our sector. We wish Len the best.

Key executives retiring since publication of our last annual report include
Tom Shockley, vice chainman and ehiel operating officer; Henry Fayne, exeen-
tive vice president . Fnergy Delivery and former chief financial officer; Armando
Pefia, senior vice president  Financial Policy and former ALP treasurer; Melinda
Ackerman, senior vice president Human Resources: and Glenn Files, senior
vice president  Distribution. Each has left a positive mark on owr company. We

are a better organization hecause of their contributions.

A LONG-TERM COMMITMENT 1 want to thank all ALP stakehalders for investing in

our plans and our vision. ALP is in the business of providing clectric serviee in a

cost-cllective, environmentally 1esponsible manner for generations ta come. Qur
unparalleled assets - human and otherwise  are key to attaining this goal. We
do a pretty good job at it but we need to continue to get better. That will ensure
a sccure and rewarding future for our customers. our employees, and yvou, our

valued shareholders.

MICHAEL G. MORRIS

Chairman, President and Chief Executive Officer

NMarch 2, 2005
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Our customers speak — Through letlers, electronic messages, telephone calls and other com-
munication vehicles, our customers lel us knoto what 15 on therr nmnds. Here ts a sampling of

comments from customers aboul their experiences with AILP and 1ts operaling unils.

A huge thank you te the American Eleetric Power crew that restored our power
at 2 aum, Christinas Day, All of these blks went above and beyond their duty,
working in the dark in frigid temperatures. Thanks also to the familics of the
clectriec workers whoe had 10 modily holiday plans so that their hushands, dads,
brothers and uncles could work in unbelievable conditions to make us comlon-
able, We truly appreciate all their efforts and are very grateful for cach of them!

— COLUMBUS, OHIO

I’ time for eentral Ohio 1o reach out and support the American Electric Power
erews who continue to work around the elock to restore power to the Columbus
arca. Our family, along with thousands of our neighbors, suffered the effecs of
losiug power for several days, This has been no small sacrifice in comfort. warmth
and convenience, espeeially during the holiday scason. Through this, however,
there are heroes that we seem to have forgotten or, attimes, blamed. Those heroes
are the ALP employees who me working day and night, some sutlering extreme
discomnfort through the night, outdoors and away from their fiunilies, 1 bring

normaley back to vur connnunity, — BLACKLICK, OHID

Thank you so very much for all the time and effort you all put toward regaining
our paner. We appreciate every mimute of every cold, wet, dangerous day and
night you spent working, We appreciate all the endless hours of stress and dealing
with the public you spent. Most of all, we appreciate the fact you were taken from
your families during the holidays 10 be there for all of us, to make our holidays

more bearable, -— DANVILLE, OHIO

Justanote o thank you for your supeth efforts in restoring power w the Columbus
arca, Considering the magnitade of this storm, you did an cwstanding job. We

have been a customer since 1936 and will always remain so. — COLUMBUS, OHIO

I would like to take this opportunity to express our sincere appreciation for the
quick response yon gave us to help o fair. We purchased a new ride and we des-
perately needed additional lighting for this ride. T made a phone call this morning
and by 3:00 this afternoon the lights were installed. ‘Falk about service!!! L is very
important to our small community to have a service company thad still helieves
in SERVICT.... Thank you, PSO, for being a company thatstill helps out the local

Causes. Carnival Chairman, Fort Cobb District Fair — FORT COBB, OKLA

DANA WALDO

DPresident and (icf Operating Officer

§ Appalachwn Power Compnny,orgemzed i
. in 1926 is headquartered in Charleston, -
" WVa., end provndes serviceto AEP
iy cu:tomer: in West\hrglma, Virginia .

7 andT T includmg [ ners of

ngsport Power Company ]
Ma]or indoslne: served mclude

coelmmmg,pumerymetals,ohem:cals .

and textile mifl producls )
Appnlachlan Power has approxn- :

‘molelyl mllllon customers

MARSHA RYAN
Diesident and Chicf Operating Officer

" Indiana Michigan Power c‘o';np.n,.
"orgomzed in 1925 is headquanered

in Foernyne, Ind and encompasses

-AEP’s :ervnce temrone: ln lndrana

'und southwest Mlchruan

rmcrpel mdu:mos lerved

: lnclude pnmary metnls, lranspormlon
o equlpmont oleclncll and oleclromc

machinery. labm:eled melal product:,
tubber, plasllc products and chemicals. .
*.Indiana Mrchngnn Power has

eporoxirna!oly 576,000 cusiomerx.
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TIM MOSHER
Diesident and Chicf Operating Qfficer

Kentucky Power Company, organized
in 1919,is headquanen;d in Frankfort,
Ky..and serves AEP custom.efs in
eastern Kenktucl(y.

Chief industries servedare
petroleum refining, coal mining and
processing operations, steel manufac-
turing and industrial air products.

Kentucky Power has approximately
175,000 customers.

Dresident and Chicf Operating Officer

AEP Dhio serves the customers of Ohio
Power Compnny,ordaniied in1907;
Columbus Southern Power Cor}lpiny,
organized in 1937; and Wheélinu
Power Company, organized in 1883.
Itis headﬁuanered in Gahanna, Ohio.

1ad.

Majorindustries served i
metals; rubber and plastic products;
stone, clay, glass and concrete prod-
ucts; phtroleum refining, chemicals,
food processing and paper. . L

AEP Ohio has approximately 1.4
million customers in Ohio and north-
ern West Virgiﬁia. ‘

I received your letter in the mail today explaining the power outages in the Bram-
well and Nenours arca. Twanted you all to knaw how muacl T appreciate Ameri-
can Electric Power, in everything that vou do. T don't think the people in thisarea

understand how hard your employees work, — NEMOURS, WVA.

Pve dealt with your Customer Solutions Center three separate times, {or three
different things, and I've heen impressed. 1 wasn’t impressed with the service
after all, that’s what you're in the business of providing. I was impressed with

the courtesy. —ROANOKE, VA.

A few months ago. it became increasingly clear that some of our streets were
tou dark and far too inviting lor criminal activity. So we asked ALP to help us
shine more light on the Last Und, and they responded quickly 1o get it done.

Mayor — CHARLESTON, W.VA.

My hushand and I were visited this morning by two ALP technicians and they
inspected our diteh and work done so far, They advised my hushand of a couple
of mistakes he had made and what he needed o do to rectity the preblems. They

were most helpful in their instructions! — CHARLESTON, W.VA.

Thank you for your contribution to the Bixby Educational Endowment Founda-
tion. The foundation’s purpase is to provide sappott to the 1000 students enrolled
iu BixLy Public Schools. ‘Through grants and scholarships we have the capabil-
ity of impacting every student in the distriet. We are so pleased to have you as a
part of this endeavor. Again, thank you for your continued support of education!

President, Bixby Educational Endowment Foundation — BIXBY, OKLA.

L wanted o say THANK YOU to Southwestern Llectric Power far restoring my
power after Hurricane Frances. We were without power for six days and the hest
sight in the world was when we saw one of vour trucks roll into our developiment
ta work on our power restoration. Your trucks were all over this arca working dili-
gently to restore power. T apologize for being late in sending this e-mail. Coupled
with the new outage we suftered fromn Hurvicane Jeanoe, time has passed. At
any rate, I wanted your company to know that Plorida appreciated all the crews
you sent o help ws in the aficrinath of Frances. YOU DID A GREAT JOB!

— LAKEWORTH, FLA.

On Lehalf of the Board of Dircetors, the stafTand the 455,000 people who eat fond
from the Food Bauk of Corpus Christi. [ want to thank ALP Texas tor the dona-
tion of three laptop comnputers with carrying cases and three docking stations. ...

Your donation has allowed the Food Bank 1o jein the growing demand for clee-
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wonice freedom in today’s world. Qur ability to reach out beyond our warchouse
walls will be veflected in the expansion of services we provide 1o the hungry in
the 11 counties that we serve. ... We arve gratefud for the support AEP Texas has
offered the Food Bank throughout the years. —— Executive Director, Food Bank of Corpus

Christi — CORPUS CHRISTI, TEXAS

On behalf of the Webb Counry Head Start program, please accept this letter of

appreciation, Your generous contribution brought a priceless amonnt of joy to the
children as they received their gilts. Director, 14ebb County Head Start

— LAREDO, TEXAS

TOWBOAT CREWS DESERVE PRAISE —Editorial, Wheeling (W.Va.) News-Register — Jan. 7, 2005
Maost of the time, towhoat crews merely travel up and down the Ohio River,
placidly pushing “tows™ of barges. But that changed for those on some of the
boats Thursday, when they were asked to belp stop more than a dozen runaway

hairges.

‘T'he bharges broke loose from American Electric Power’s Cardinal Plant at Bril-
liant. Some hung up on the Pike Island Dam but four passed over it That

prompted authorities to close Ohio River bridges at Wheeling in fear of what
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STUART SOLOMON
Dresident and Chicf Operating Officer

Public Servic'eVCompnny of Oklahoma
(PSD);orga'tiiied in1913,is headquar-
tered in Tulsa, Okla., and serves AEP’s
. Oklahoma customers.
P‘rinlcipal industries _sérved include
’ natufﬁi ﬁa: and oli] prod:dcliqn. oil
’ ieliﬁiqﬁ. stee! pvroicessing. aircraft
maint'en:ance,‘pap-er manufacturing,
timber produﬁc’t's, glais, chenﬁcal:.

. ,,.:..‘..:..;,‘ I ications -
*and rubber goods.
PSO has approximately 505,000

customers.




NP ot o

V igh-quélity service begms with'safe, d dlcated pe_r“f_Ao;r‘hTﬁ‘ii,c;ew .

- ay,




2004 ANNUAL REPORT TO SHAREHOLDERS

might happen it the massive barges hic bridge picrs. One did, but did not appear

to damiage the Porg Henry Bridge signilicantly.

Omnee the threat became clear, towboat crews in the area were asked to stop the
barges. According 1o the Coast Guard, towhboats accomplished that 1ask in at

least loue instances. Other ranaway barges apparently went aground.

Witnesses it Wheeling saw an example of the work done by an ARP towboat’s
crew. The erew put their hoat in the path of a runaway barge, then expertly
nudged itand allowed the swilt corrent o carry it alongside a barge auachied
the boat, where it was secuted. Towboat crew members made the difficult, dan-

gerons task ook easy, reported witnesses.

Iwast’t, of conese. Tt required a greac amount of skill and at least some courage.
b tal bl

Towbout c1ews who stopped the runaways deserve high praise for their wak.

AEP CHAIRMAN'S LIFE SAVING AWARD AL unveiled the Chairman’s Life Saving
Award in 2001, The avward recognizes the extraordinary efforts of ALP emplovees
1o help people in need. Chairman Mike Morris presented awards to Public Ser-
vice Company of OlMahoma employees Lee Ann Myers and Frank Phillips and

ALP Ohio employee Steve Frisch.

Myers,astores attendant in Ghickasha, Ohla, helped o woman heing chased by
a ganawiclding man. Myers ignored the man’s threats, drove the woman to salety

and used het eell phone to eall palice. The man was arrested a short while later.

Phillips, cotnmunity altaits ianager based in MeAlester, Okla., alerted his
neighbors and called 911 Tute one night after he noticed thar a home in his neigh-
borhood was filled with smoke. Na one was home in the burning house, which
was destroved, hut he was able to rouse other netghbors, Some of the other homes

sustained heat damage.

Frisch. a distribution line covrdinator in Bueyrus, Olio, vescued a toddler who
was wadering in the middle of a busy street in Daytona, la, Priseh, who was
assisting with power restoration alter achurricane, visited homes in the neighbor-

Lood andl he found the boy’s family,

Morris said the Chainnan’s Life Saving Award is for “those among us whe stand
taller than the rest of us.... Weseens o antract people who ave interested in public

service, We give of ourselves and we give ourselves frecly.”

NICK AKINS
President and Chief Operating Officer

Southwestern Electric Power Com-
pany, or&anized in1912,is hendqhar- ‘
teredin Shreveport, u., @nd encom-
passesthe AEP service lenilérie: in
l@uisiana, Arkansas and the portion of
Texas that panicipatei inthe South-
west Power Pool. - ' ’

Chielindustries served include
natural gas and oil prdduction, petro-
leum refining, pulp and paper manu-
facturing, chemicals, food processing
and metal refining.

Southwestern Electric Power

has apﬁroximately 442,000 customers.

CHARLES PATTON
Pyesident and Chicf Operating Qfficer

AEP Texas, headquartered in Corpus
Christi, serves the distribution consum-
ers of AEP's two electric utility operat-
ing companies in the Electric Reliability
Council of Texas region — AEP Texas
Central c;inpany,organiied in 1916, and
AEP Texas North Ct;mpnny. organized
in 1925,

Major industries served include
oil and ga's extraction, food processing,
appar_e-l, tourism, metal refining,
chemical and petroleum refining,
plastics machinery equipment, and
several military installations and
correctional facilities.

AEP Texas has spproximately
850,000 end-use customers.
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New generation technology demonstrates our leadership

Coal,
Water &
. . .. i Se par : . R Oxygen
AMERICAN ELECTRICPOWER'S technologicul leadership is propelling the company o
the next generadion of coal plants, AV plans o build an Integrated Gasification
Combined Cyele 1GCCE power plant to serve its customers by 2010, With a
generating capacity of as much as 1,200 megawatts, itwill be the largese facility
ofits tvpe in the world.
ALP was the first utility to wmounee plans for such a plang, reinforcing
the company s heritage of innovation. The plant will be located in one of ALP'
eastern states and will vepresent the first new enal-ired generating capaciy
added to this part of the compamys service territory sinee 1991,
Gasifier

The 1GEC provess uses a gasilier in which coal is partially combusted with
oxvien and sten to form asvathetic gas, commonly known as “syngas.” ‘The
syngas is cleaned v remove the partieulate mater and sulfse compoundds. The
clean syngas is then fived in o gas turbine. The hot exhaust from the gas wrbine
passes through a bieat recovery steam generator, where it produces steam that
drives another nubine, Blectricity is produeed from both the gas turbine and

the steam nrbine, hence the term “comnbined cyele This results inanore
efficient conversion of energy fiom fuel to electricity than with conventional
steam cleetrie plants,

1GCC technology provides other advantages over traditional pulverized

conl-Gred plants. Emissions of sulfur dioxide, particulates, nitrogen oxides and

mercury can be reduced significantdy. Garbon dioxide emissions will also e
lower. o addition, 1GCC technology oflers the potential for future retrofit of

carbon dioxide capture systems at a lower capital cost and with lower efficiency

losses when compared with conventional technologies.

AL believes itis important to continne to be able to use coal 1o generate

clectricity inan cconomic and more environmentally responsible way. Coal is
onr naton’s imost abundant energy souree.

1GCC wechnology has the potential to provide the lowest capital cost, high-

Cad

est efficiency and best emission characteristies among coal-based technologies.
and the most carbon-friendly fossil-fuel technology aver the long term.

ALPN decistiontohuild an 1GCC plant, combined with s plan for siguilicant
investiments in cinission-teduction technologios at existing coal-fired generating
stations, underseores the company’s commitnent to coal as its primary energy

source for the future. 2
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Q Coal, water and
oxygen are fed info a
high-pressure gasifier,
where the coal is
partially combusted
and converted into
synthetic gas
(“syngas™).

O Theashin the
coal is conzerted ta
inert, glassy slag.

© The syngas pro-
duced in the gasifier
is caoled and cleaned
of particles.

Q Theslagand
other inert material
may be wied to pro-
duce other products

or may be safely man-
aged in a landfill.

O Aext, the syngas
passes through a bed
of activaled charcoal,
whick caplures the

mercury.

O The sulfuris
removed from the
syngas and converted
to either elemental
sulfur or sulfuric
acid for sale to
chemical companies
or fertilizer com-
panies.

© The syngas can
eitirer be purned in a
combustion turbine
or used as a feedstock
for other marketable
chemical products.

O The syngas is
fired in @ combustion
turbine that produces
electricity.

Electricity

o’ Other Chemical

Salids & Co-Products

/f
HeatRecovery .
Steam Generator

© The hot exhaust
Srom the gas turbine
passes tv a THeat
Recovery Steam

Generator (HRSG).

Q© Steam produced
in the FIRSG, alung
with additional
steam that has been
generaled throughout
the gasification pro-
cess, drives a sleam
turbine, which also
produces electricily.

Products

Sulfur

Electricity

Exhaust
Stack

Water

>

D The steam
exhausted from the
steam turbine cools
and then condenses
back inlo waler,
whick is then pumped
back into the steam
peneration cycle.
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MICHAEL G. MORRIS, ¢
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Chnt Lxecive Ofilierr
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ER.BROOKS, I,7
Retived Chairman and
Chief Pxecative Oitier,

Central & Sontli Wit Corp.

Granbury, Teaas
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DR. DONALD M. CARLTON, 17
Retivad President and
Chicf Pxecutive (ilicer,
Radian International, 11O
Aentin, Texas

2000 N 1

JOHN P. DeSBARRES, 155
[nvestor

tark Ciny, Utah
A0 ne g

ROBERT W. FRI, 1:9)

Visiting Scholar.
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Washington, D.C.
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WILLIAM R. HOWELL, 6%
Cliairman Eimeritus,
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DR. LESTER A. HUDSON, JR. i3
Professor, McColl Graduate
School of Bisiness,

Coeens Universin of Charlotte
Charlote:, Novth Carolina
d98T a0 e

LEONARD J. KUJAWA, 72
international Energy Consuluant
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UONEL L NOWELL I, 50)
Senior Vice President
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Mardhase, New York
2200 A

DR. RICHARD L. SANDOR, 63
Chairman and Chief
Exceutive Oificer,
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20001 5N

DONALD G. SMITH, 6
Chairman, Chie! Dyeaive
Ocer and "Nieasnner,
Roanoke Flearie Steel Corp,
Raounoke, Virginia
e

o Climate Fxchange. Inc.

DR. KATHRYN D. SULLIVAN, 5%
Prosident and Ghief’
Lxecuive Otlicer,

Clenter of Scinnee & Industry
Colutnbus, Ohio

997 N0

COMMITTEES OF THE BOARD:

The chairman is histed in {0
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D Directors and Corporate
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E. Excoutive (Norris?,

o Finanee {Howell,

H Thaman Resouvces DesBarres?,

N Nuclear Oversight iSulliva,

P Poliey il
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SUMMARY ANALYSIS OF RESULTS OF OPERATIONS
AND FINANCIAL CONDITION

.
g

T e

INTRODUCTION: This condensed financial presentation should ngit be consid-
ered a substitute for the full financial statements, inclusive of footn;)tes and
Management's Financial Discussion and Analysis of Results of Operations, pro-
_ vided to all shareholders as Appendix A to the Proxy Statement and included
in the annual Form 10-K filing with the Securities and Exchange Commission.

Acopy of the Form 10-K and/or Appendix A to the Proxy Statement that includes

the full financial statements can be obtained by calling 1-800-551-1AEP or

through the Internet at www.AEP.com.
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The fullowing discussion is a sunmmary analysis of our re-
sults of operations Tor the year 2001 compared with 2003
and an overview ol our business outlook and financial
conclition. A complete analysis of aur vesuls of operations

and discussion of our linaneial condition can be found in

the Managements Finaoeial Disenssion and Analysis of

Resnlis of Operations portion of Appendix A o the Proxy
Statenent. Appendix A and Form 10-K also contain de-
tailed diseussion ofinggor uncertaintios, contingencies, visks
and other issues we face.

Onr Utility Operaticons, the cote ol om: business, had
a year ol eontinaed improvement despite some anfavorable
operating conditions. Qur resulis for the vear reflect the
inereased demand from our industrial customers and sales
growth in the restdential and comnmercial classes. These
are solid indicators that the economic recovery is reaching
all sectors. We abso realized a positive earnings impact due
o a fnvorable court decision in ‘Texas, which allows us o
recorer carrying costs for stranded eoste in “Texas, How-
ever. these Tnorable wesults were not suflicient to offset the
absence of the wholesale capacity auetion true-up revenues
in 2001 and higher planied plant inaintenance ane distri-
bution system reliability improvement work, Additionally,
untavorable weather doe (o a mild swinmer in 2004 Tow-
ered our revenues below expected nonns and a siguiticant
late-December ice storm in parts of our castern territory

e our stonm damage vepair aperation and iainte-
HACE eXPUnses.

Inn May 2004, we announed the rearganization of our
distribution and customer service operations into seven re-
gional utility divisions, placing operational authority into
the hands of division presidents and their support stafls.
With this new structure, we have ereated stronger utilities
Iy moving the decision-making closer to the costomer and
uther external stakeholders.

On October 1, 2001, we integrated our cast region
ransmission and generation operations, commercial pro-
cesses and dat systems into those of PINL While we con-
HIUEe 10 0WR our transnission assets, use our low-cost gen-
cration fleet to serve the needs of vur wative-load customers.
and sell available generation w other parties, we are per-
forming those funetons through PN

Duriug 2004, we Jurther stabilized our financial
strength by
* Completing significant asset divestitures resulting in

proceeds of approsimately $L+ billion,

o Using the cash flows from our asset divestitmes 1o reduce
outstanding debn, resulting in an improved debt to wtal
capital ratio of 39.1% at December 11, 2004,

» Stbilizing our credit ratings as indicated Dy Moady’s
change in outlook from “stable™ o “positive”™ in August
200,

While swe were extremely successful during 2001 in re-
ducing our ontstanding debt and the related debt o capital
ratio from G L6% (0 591", we havesignilicant capital expen-
ditures projected for the near-term. Thirough a combination
of cash generated trom operations and proceeds from our
asset dispositions we expeet to maintain the strength of our
balanee sheet and fund our capital expenditure program.
Afrer the completion of our remaining planned divestitures
and after the rosults of our ‘Texas truc-up proceedings are
finadized, we hope 10 1eccommend o the hoard gradual,
sustainable inereases to our current 35 cent per share quar-
terly comman stock dividend. In Pebruary 2005, aur Board
ol Directors authorized us to vepurchase up w 3300 mill-

ion ol our comnon stock from time to time throngh 20046,

OUTLOOK FOR 2005

We remain focused on the fundamemal carning power

of our utilities, and we are committed to maintaining the

strength of our balance sheet. Our strategy lor achieving

these goalsiswell planned. We expeet to:

* Continue to identify opportunities to increase the o fi-
ciency of our operations and eapital expenditure progriun.

e Seck rate changes thatare fair and reasonable and tha
allw us o make the necessary operational, refiability
and envitonmental improvements 1o our system.

+  Lificiently manage generating facilities to benefit our
customers and 1o maximize ofl=system sales.

o Successfully  operate wnregulated  investments sueh
as our wind farms and onr harge and river transport
groups. which complement our core atility operations.

¢ Pursue new environmentally friendly. state-of-the-art

coal-fived power plams.

There are, nevertheless: certain rishs and challenges

including:

« Rate activity such as the ALP Texas Central Company
JFCE wires rate e and the P'ublic Serviee Company
of Oklahoma rate case,

«  Completion of our asset sales, including the remaining

TCC generation assets.
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* ICC sranded generation cost recovery, indading the
generation seeutitization, whalesale capacity auction
truec-up, fued and clashackh ransition charge, and re-
Lated earrving costs,

* Fuel cost valattlity and fuel cost recovery,

* Financing and recovering the cost of capital expendi-

neres, induding environmental and new wechnology,

RESULTS OF OPERATIONS
Tn 2001, AEP's principal operating bissiness segments and
theiv major activities were:
e Liility Operations:
Domestic generation of eleetricity for sale to retail
and wholesale customers
Damestic clectricity transmission and distribation
* Dnvestments Gas Operations:
Gas pipeline and swrage services
o Investments UK Operations:
Generation of electricity in the UK for sale to
wholesale customers
Coal procurcment v transportation to our plants
o Investnents Odhier:
Bulk conunadity barging operations, wind farms,
independent poser producers and other encegy
supply-related businesses.

Income Befine Discontinued Operations,  Fatraordi-
nary freny and Cunmlative Btfect of Accounting Changes
in 200§ inereased $605 million compared 1o 2003 due
increased retail margins and stranded generation carryving
cost deferrals at TCC inour Utility Operations, improved
mangins and lower ipairments in our Gas Operations and

[mvestments

Other segments, gains realized on the sale of

UTIUTY REVENUES BY CLASS  {in millions of dollars)

Residential Commarcial
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assets, and lower provisions for penalties and other epenses
baoked at the parent company. These increases were oflset,
in part, by deercased margins due to the divestiture of Tex-
as generation assets. the loss of the capacity auction true-up
revenues in Fexas, and bigher operation and mainenanee
expense, all occurring inour Glity Operations segment.
Onr Net Income for 2001 of $1,039 million, or $2.75
per share, indudes incone, net ol tax, on discontinued ap-
crations of 883 million, resulting primarily from a gain on
the sale of our UK Operations; and an extraordinary Toss
of s121 million, net of 1ax, which 1epresents a provision lor

probable disallowance o the stranded cost net regulatory

assets of TCC based on Public Ulility Commission ol Texas
ordets in nonatliliated true-up proceedings. Our Net In-
camnte for 20035 of SHY miillion, oe 30,29 per share, inchides
a $605 million loss, net of 1ax; on discontinned operations
and S195 million of income, net of tax, from the cunmlative
ctiect of changing our accounting for asset retirement obli-
gations and fin certain tading activities.

Average shares oststanding increased 1o 5396 million
in 2004 from 385 million in 2003 due to a common stock
issuance in 2003 and common shares issued related o our
incentive. compensation plans. The addivonal average
shares outstanding decreased our 2000 carnings per share

Ly S$0.08.

Utility Operations

Inour Utility Operations, Income Before Discontinued Op-
crations, Patraordinary Item and Cumulative Effect o Ac-
counting Changes deereased £15 million to 117 Hhinillion in
2001 primarily due to the absence of the wholesale eapacdity
auction trac-up revenues and higher parchased power costs
resulting fiom the partial divestiture of a porton of “1CES
generation assets as part of the transition to retail compe-
tition in Texas, Inaddition, operating expenses increased
due to higher planped plantiaintenanee and distritntion
system reliability work, as well as storm daanage repair due
to major ice storms in our Ohio serviee tevritory, These de-
creases were partially offset by increased demand resalting
from higher usage and customer growth in our residential
and conunerdal classes. as well as hicher demand aeross
most classes ol customers reflecting the economic recovery
in our regions. In addidon, we recognized Carrving Costs
on Texas Suanded Cost Recovery, which vepresents the
debt component ol catrving eosts acerued on TGS net

stranded generation costs and its capacity anction true-up
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KWH SALES BY CLASS (i millions}
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assets, We abso benefited from decreased interest expense

retlecting the relinancings completed in 2008,

Investments - Gas Operations
Qur Loss Before Discontinued Operations, Fxtraordinary
Ity and Cumulative Effeet of Accounting Changes from

Gas Operatons decreased $239 million o $31 million in

20ipd, "The kev driver of the decrease was 8515 mitllion of

inpairments teeovded in 20035, partially oftser by a0 $103
million deerease inincome tax henelit principally relaed
o the impairmentss In Jamry 2003, we announced the
sale af 05%4 of our interest in Houston Pipeline Company,
including gas and warking capital, Jore 31 billion. This sale
essentially completes oar divestiture of natural gas assets

inthe LS.

Investments — UK Operations
Our Investments UK Operations segment iall classificd
A Discontinued Operations: inercased to 591 million ju in-
come, whiclvineliudes a gain on sale of 5128 mitlion in 2004,
compared with a loss of $308 million in 2003, before the
cumulative eflicet of aecounting changes. [n July 2001, we
completed the sale of substantially all operations and assets
within our Investments UK Operations segment.
Investments - Other

Income Before Discontinued Operations, Latraordinary
Liemy aned Cumalative Eftect of Acconnting Changes from
our Investments
S2itanillion in 2005 O incotae of $735 million in 2008 pri-
marily due o gaing an asset sales in 2001 and impairments

recorded in 2008,

Oher segment inceased from g loss ol

FINANCIALCONDITION

We measure o financial condition by the strength of our

halance sheet and the liquidity provided by our cash flows,

Daring 2001, we improved our linaueial condition as a con-

sequence of the following actions and events:

* We reduced shortterm debt by 8305 miillion, wrmni-
nated onr Luro vevolving ervedit acilitg, completed ap-
proximately £275 billion of lomgg-terin debt redempions,
including optional redemptions such as our Swelhead
finaucing, and funded 3770 million of debtimawrities.

¢ We maintained stable credit ratings across the ALE
System. Moodys Investor Services assivned o positive
outlook o ALP Incs ratings. while the rated subsidiar-
ics continued (o have ratings with stable outlooks.

Our $2.6 billion in cash flows from operations, com-
bined with aur reduction in cash expenditures for invest-
ments in discontinued operations, the proceeds from assct
sales. wredncdon in the dividend heginning in the seeond
quarter of 2003 and the use of a portion of our cash on
hand, allowed us to 1educe Tong-teem deln by $1.8 hitlion
and short-term debt by 8303 million.

Our common cquity increased due to carnings exeecd-
ing the amount of dividends paid in 2001, a diseretionary
$200 million cash contribution to aur pension fund which
allowed ws to remove o portion of the charge to equity
related o the underfunded plan, and the issuance of 17
willion of new cammon equity Srelaed to onre incentive
compensation plans;.

As o consequence of the capital chianges duriug 2001,
we improved our ratio of debt 1 total capital from G162

10 G 1%,

CAPITAUZATION RATIO

2008 2003

Qo £ Equity

Debt includes Long-term Debt, Short-term Debt and Preferred Stock Subject to
Mandatory Redemption.

Equity includes Common Equity and Preferred Stock.
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CONDENSED CONSOLIDATED BALANCE SHEETS

At December 31 (In Millions)

2001 Pl
ASSETS
Cash and Cash Eequivalents 120 SO76
Orher Cash Depaits 175 206
Acconnts Receivahle 1,521 1,710
Other Current Assets o2 1.935
Property, Plantand Lenipment 27,280 36021
Avenmulated Depreciation and Amortization 1 1,485) (1,001
Net Praperty, Plant and Leuipment 22,801 RVZI
Regulatory Assets 5601 3,502
Assets of Discontinued Operatons and Held for Sale (2o 3,00
COrther Noncurrent Assets 3.612 3,261

Total

S31.065

92

336,781

.

LIABILITIES AND SHAREHOLDERS' EQUITY

Accounts Payable SLOSI $1.337
Short-erm Debt and Long-teron Debt Dae Within One Year 1,302 2115
Other Current Liabilities 2,631 2,510
Long-term Delx 11,008 12522
Deferred Incomne Tases 1.6819 3,957
Regalatory Liabilides and Delered Investment Tax Credits 2510 2,395
Liabilities of Discontinied Operations and Held for Sale 250 1,576
Other Naneurrent Liabilites 2163 DAl

Toral Liabilities 26,08 208816
Cimulative Preferted Stock Not Subject o Nandatory Redemption Gl 6l
Common Sharcholders’ Leuity 8515 74871

Total S5 1,663 836,781

Full disclosure of all financial information is included in Appendix A to the Proxy Statement.
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31
(In Millions=Except Per Share Amounts)

2001 2000 Natian
Revenues 14007 S14.667 Sala;
Lixpenses:
I'uel and Purchased Energy 6,115 6,615 {170
Maintenanee and Other Operation A6l 3,660 o9,
Asset Iupairments and Other Related Charges 650 1650,
Depreciaian and Amartization 1.500 1,307 7
Tanes Other Than Income Tases 710 681 20
Total Fxpenses 12066 12,4914 el
Operating [Incone 1,091 1.751 257
luterest Incoine RE 25 4
Caurying Gosts on “lTexas Stranded Cost Recovery 302 00
Envestnient Viadae Losses {5 (70 b
Gain on Disposition of Equity nvestents, Net 153 153
Othet Ineoine, Neet 12 1 11
Interest and Other Cluarges 787 810 o
Income Before Tneome Tases 1,644 880 810
Income Taxes h7e INH 21
Income Before Discominaed Operations, Fatraordinary Tteny and
Cinnulative Effeet of Acconnting Climges 1,127 322 G5
Diseontimued Operations, Nevol Tax HE 605: TS
Extraondinny Loss on “Texas Stranded Gost Recovery, Net of “Tax {121 {2t
Cunulatve Bfleet of Accounting Changes, Net of Tax 193 {193
Net Income 1,089 Sl 4974
Weighted Aserage Nunber ot Shares Outstanding 306 385 L
Larnings (Loss; Per Share:
Income Betore Discortinued Operations, Lxtraordinary e aned
Cunulative Lllect of Accounting Changes AR $1.35 sLAY
Discontinued Operations, Net of “Tax (0,21 i1.57; 1.78
Ixtraordinary Loss, Netof "Tax 30 .31
Cuwnnlative Elfectof Aecounting Changes, Netof Tax n.51 (ORI
Net Income K275 $0.29 8216
{ach Dividends Padd Per Share $1.10 S1.65 8inr 253




AMERICAN ELECTRIC POWER COMPANY, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31 (In Millions)

2004 2ni;

OPERATING ACTIVITIES
Net lneome 51,089 NRD
Pliss: Toconyes Loss (rony Discontivued Operations RiRE 605
lueome fromn Conthnuing Operations 1.00f 715
Depreciation and Aimortizaion 1500 1,307
Cunulative Lflect of Aceounting Changes 193,
Asset Impaivments, Investment Value Losses and Oiher Related Charges 15 7
Adjustiments for Other Noneash Trerus and Warking Capital 276 211
Net Gash Plows From Operating Activites 2,507 2,908

INVESTING ACTIVITIES
Construction xpenditures RIRLY 1,358
Change i Qther Cash Deposits, Net 11 RN

lovestment in Discontinued Opercations, Net

Procecds Trom Sale of stz

1.557

Oer

12

Net Casls Flons Esed Fo Investing Avtisities

570

FINANCING ACTIVITIES
Isnance of Common Stock 17 1.142
Change in Long-term Debt. Net RIRIPAL 2,001
Retitement of Preferved Stock i, ‘;
Retitement of Minority Tnterest AN
Change in Shor-terim Deli, Net 1100, 2,781
Dividends Paid on Common Stoch 255, O
Net Cash Flows Used For Financing Aetivities 2777 137
Net Deerease in Clash and Cadi Eequisalents HIH
Cash and Cash Fguivalents - Beginuing of Periord 1,061
Cash and Cash Fquivalents - End of Periad SO76
Net Dectease in Cash and Cash Bgaivalents from Discontinued Operations S% ST
Cashiand Cash Lqguivalents from Diseontnmied Operations - Beginning of’ Period 13 23
Cashrand Ciash Tepuivadents from Discontinued Operations - End of Period N MK




2004 ANNUAL REPORT TO SHAREHOLDERS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

T the Shareholders and Board of Divectors of American Electric Power Company, el

We have wndited the consalidated halance sheets of American Eleetric Power Company, [ne, and sabsidiany companies the
“Ciompany™ as of December 4102001 and 200%, and the related consalidated statemonts of operations, cash lows, cammon
sharcholders’ equity and comprehensive income {lossy, tor each of the three years in the period cuded December 31, 2001 We

also hay

widited management’s assessinent of the effectiveness of the Compams internal controb over inaneial reporting
and the etfectiveness of the Company’s internal control oy er linancial reporting ac of December 3, 2001, Such eonsolidated
hinancial statements, managenient's assessment of the effectiveness of the Compara S internal control over {inanciab report-
ing and our reports thereon dated Febrary 23 2005, expressing unqualificd opinionc and inclading explanatory paragraphs
roferiing o the adoption of STAS 112 ~Goaduwill and Other Intangible Ascte” SEAS 113 “Aceounting for Asset Retirement
Obligations”” LETT02-3 “Issucs Iimolved in Aecounting for Derivative Contraets Held for Trading Parposes and Contriets
lnvohed in Energy Trading and Risk Managemen Activities,” FIN 16 “Consolidation of Variable Intevese Endties,” and
FASE Stadl Position No. PAS 1662 “\ccounting and Diselosure Requireinems Related 1o the Medicare Prescription Drag
[provement and Modernization Act ol 20087 iwhich are not incdnded hercing are included in Appendix Ao the prosy
statement tor the 200 tannual mecting of shateholders. The accompany ing condensed cousalidated financial statements are
the responsibility of the Company’s management. Qur responsibility is to express atcopinion on such condensed cousoli-
dated financial statements in relation o the complete consolidated linancial statements.

In onr opinion, the mformation set forth in the accompanying condensed consolidated balance sheets as of Decem-
ber 31, 206k and 2003, and the related condensed concolidated statements of operations and o eash flows for the years then
ended, s fairly stated inall material respeats in relation w the basie consolidited financial statements from whicko it has

been derived,

Rploctte ¥ Towdda tLP

Columbus, Qhio

February 23, 2005

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of American Electrie Power Company, Ine. and subsidiary companics -ALP s responstble for establishing
ate] maintaining adequate internal control over financial reporting as such wrm s defined in Role 15a-15:10 and 1d-15010
under the Securities Exchange Act of 193 as inended. AEPS fnternal control systom was designed to provide reasonable

QASSUTUIS 1

wrding the reliability of finandal reporting and the preparation of finaneial state ments tor external purposes
in accordance with generally accepted accounting principles.

Beause of its inherent imitations, imernal control aver linancial reporting may not prevent or detect misstatements,
Al projections of any evaduadon of effectiveness o future periods ae subject o the risk that controls may bhecome inad-
equate hremse of changes in conditions, or that the degree of compliance with the palicies or procedures may detetiorate.

ALP management assessed the etfectiveness of the company’s internal contral over financial reporting as of December
31200t In making this assessment we vsed the eriteria set forth by the Conunittee of Sponsoring Organizations of the
Treadway Commission ;GOSNO: in Dtanal Conteol  Indegrated Frameieork, Based on our assessment, the Company's internal
control over iinancial reportng was effeetive as ol December 31 2004,

ALPs independent registered public accounting firm has issued an attestation report onour assessment of the Come-
pany < internal conttol over linaneial reporting. The Report of Tudependent Registered Public Acconnting Firavappears in

Appeudix Ao the Proxy Statement,




AMERICAN ELECTRIC POWER COMPANY, INC.

SHAREHOLDER INFORMATION

CORPORATE HEADQUARTERS

I Riverside Pliza
Colmnbos, O 13:2015.2373
Gl1-T 1610

ALY s incorporated e the State of New York,

ANNUAL MEETING = ['he 9ith annual meeting of sharcholders ol
Americin Pleetrie Power Company will be held at 930 anm.,
Central Daylighe Fime, TTuesday, Apeil 26, 2000, at the Renais-
sance Tulsa Hotel aed Conveuntion Center. 6308 South 1070
Fast Awenue, Jubva, ORMaliomae ddmission is by teket andy. “Io
obiain o ticket, please note the nstructions i the Notice of An-
nual Mecting miailed to shanreholders or call the Cowmgrany: I you
hold yor shaves thirouehe a Taoker, please bring prool” of share

avnership as of the vecord date,

INQUIRIES REGARDING YOUR STOCK HOLDINGS - Registercel share-
holders ishares owned by vou. in your mames shonld contact
the Company™ transler agents listed bodes;, i you have
questions abont your aceount, addins changes, stock uansler.
lost coentineates, ditect deposits, dividend chedhs and - other
administrative maters. You should have s Social Securiy
tnmber o1 avcout nmaber readv: the ransler agent will net
speak 1o thivd partes abont an accountwithout the shareholda's

approval or appropriate docaments.

TRANSFER AGENT & REGISTRAR

LaquiNerve Trust Compuny, NA

Hovmerly Fhrst Chicago Trust Company of New York,
1OL Box a6y

Proniacenere, REOZOHI- 3004

Telephon: Respunse Group: T-8005205-0655

Tntevoet addhess: wwwequisernve.com

Hemiug Impadved 3271 DD: 12800 952.9215

BENEFICIAL HOLDERS - iStock Flabd in o Bauk or Broherage Ae-
count, sometimes refenied o as “Socet Nane™ When vou
purchase stock and it is held tor you by vour hroken it s listed
with the Conipany in the brohers mame, and this is sometimes
welened o as sucet naome” or a Cheneicial owner™ AEP does
not know the identitg of individual sliachalders who hold their
shares in this manner; we siiiply know thae abroker holds a
certain number of shares which may be forany number of cus-
tomers, I vou hold yvour stock fostreet noom, you reecive all
dividend pavinents, aonual reparts iad proay materials thvough
vour hacher. Therelore, i1 your shares e held iu this mannes;
questions ihout your account shonld be dirceted (o youn roker,

INTERNET ACCESS TO YOUR ACCOUNT - [ s oo are avegisteree] sbare-

Iinlder, yon et aceess yous aceowat indormation: thmugh the

Intenut at wawswequisenyea ome Jolormation about ohitaining a

passuwoned i available tollbiee ar 18776139527,

DIVIDEND REINVESTMENT AND DIRECT STOCK PURCHASE PLAN - A Divi-
detd Reqvveament and Direet Stoek Parchase Plan is available
w all irvestors, s an economical and comenient methad of
purchasing Jiares off ALP commaon stoek, thiough nitial cash
investents, Gohe divideneds, andZor additional optional cash
purchiases, Youwmay obtain the Pl prospectus and emolbmeny

authorization lorm by contacting the transfer agent.

STOCK EXCHANGE LISTING - ‘I he Companyvs commuon stk is
waded principally on the New York Steck Exchange under the
tcker sl ALP ALY stk has been iraded on the NYSE I
56 vears.

DIVIDENDS - | hie Clomnprany paind S e dividends on com-
mon stock in 2004, al]l of whicl are iaxable or federal income
tax purposes, 35 conts per shaye was paid o eadprnter ALP
normally pays dividetnds on common stoek foar times a0 yoa,
generally arourd the 15th of Mayeh, June, Seponber and
December, ALY Lus paid 379 consecutive quanterly dividends on
commen stock beginning in 1910,

NUMBER OF SHAREHOLDERS — \s oof Dicemben 41, 2001, there were
approximately 130,000 jegistered shaeholders aned approsi-
mately 2610 indniduad sharcholders holding stock in street

name through a Lank o noher Phore were 395,858,153 shares
outstanding at Decomber 31, 2003,

INTERNET HOME PAGE - [i:lormation about AER. including [inaeial
dovements, Securities and Fxchiaoge Commission ISECT filings,
news releasey, vestor presentations, shurcholder information
andeustomes senviee information, is available on the Compam s
home page oncthie Tuternet at waw AP com,

FINANCIAL AND OTHER INFORMATION - Euriines and other finaneial
resilts, corparate news and company inforination are availabde
liom Shavchobley Direct at 1800351 LAEDR (12575 suntinee
div o night. Faad copios ol information Gém be obtained
via Lax or mail. Requeses Tor annual seportss 10-K05, fo-0)s,
Proay Stuements anell Sumnmary Annual Repoirts should be
made through Sharcholdercom. “This same informtion is also

aviitable on owr website at waww AEP.com.

FINANCIAL COMMUNITY INQUIRIES - lnstitutional investars o e -
ties analysts who have questious about the Company stoudd Ji-
rect inaquiries to Julic Staat, 6117 16-2883, jsloatd ALP.com: Beue
Jo Ressac 63 6716:2810, bjrossal A\LP.con; or Admn Hickiman,
ahe71a2m 0 whickimane ALPcom, Individual sharcholders
should cortact Kathleen Kozero, 6317162810, klkGeerogr AL
town, or April Dasson, 614-716-2591, addawson@ALP comn.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Deloitte & “louche LLP

155 East Broad Su

Columnbas, OF 13215

RECEIVE ANNUAL REPORTS AND PROXY MATERIALS ELECTRONICALLY —
You can receive Tuture anmnad 1eports, proxy statements ard
prosies elecuonically rathar than by mail; it you are a registered
sharcholder, Tog on o wwweconsenteom/Zaep. I8 vou hold vour
shares in stiect zame, contact your broker.

CORPORATE GOVERNANCE - American Llcotrie Power subinitied
its Aunuad Centitication ol the Chicl Fxccutive Oflicer 1o the
New Yok Stk Fxchange reganding the New Yok Stock
Fclituge corporate goveroance listing stadads one May 25,
2000 Amerivan Plectrie Power filed its Centifications of the
Clief Faeentive Officer and Chiel Financial Ollicer posian
10 Section 02 ol the Subanes-Ondey Act of 2002 o5 Exhibits
SEIand 312, 1espectivedy, to it Aunaal Report on T 1LK
lot the fiscal yeir ended December 31, 2001, filed witle the SEC
on Mareh 1, 2000,




AEP AT A GLANCE

American Electric Power owns more
than 36,000 megawatts of.genega_ging
capacity in the United States and is the
nation’s largest electricity generator.
AEP is also one of the largest electric
utilities in the United States, with more

than § million customers Jinkegl.fo AEP's -

electricity transmission and distribution
grid. Those customers are located in
Arkansas, Indiana, Kentucky, Louisiana,
Michigan, Ohio, Oklahoma, Tennessee,
Texas, Virginia and West Virginia. The
company is based in Columbus, Ohio.

In addition to having the largest
generation fleetin the U.S., AEP owns
38,953 circuit miles of transmission
lines and 200,930 miles of overhead and
underground distribution lines.

AEP also controls more than 7,000 rail
cars, 2,230 barges and 53 towboats,
operates one active coal-handling
terminal with 20 million tons of capacity
and consumed more than 74 million
tons of coal in 2004, o

FUEL DIVERSITY

Nuclear 8% Wind, Hydro and
Pumped Storage 3%

L

Natural Gas/0il 16% CoallLignite 73%

This discussion contains forward-looking statements within the meaning of Section 21€
of the Securities Exchange Act of 1934, Although we believe that our expectations are
based on reasonable assumptions, any such statements may be influenced by factors
that could cause actual outcomes and results to be materially different from those pro-
jected. Among the factors that could cause actual results to differ materially from those

in the forward-looking statements are:

Electric load and customer growth.
Weather conditions, including storms.

Available sources and costs of and
transportation for fuels and the credit-
worthiness of fuel suppliers and
transporters.

Availability of generating capacity
and the performance of our
generating plants.

The ability to recover regulatory
assets and stranded costs in
connection with deregulation,

The ability to recover increases in
fuel and other energy costs through
regulated or competitive electric rates.

New legislation, litigation and
government regulation including re-
quirements for reduced emissions of
sulfur, nitrogen, mercury, carbon and
other substances.

Timing and resolution of pending

and future rate cases, negotiations
and other regulatory decisions {includ-
ing rate or other recovery for new
investments, transmission service

and environmental compliance).

Oversight and/or investigation of the
energy sector or its participants.

Resolution of litigation (including
pending Clean Air Act enforcement
actions and disputes arising from the
bankruptcy of Enron Corp.). ~

Our ability to constrain operation and
maintenance costs. I

Our ability to sell assets at acceptable

prices and on other acceptable terms,

including rights to share in earnings

derived from the assets subsequent
to their sale.

The economic climate and growth
in our service territory and changes
in market demand and demographic
patterns.

Inflationary trends.

Our ability to develop and execute a
strategy based on a view regarding
prices of electricity, natural gas, and
other energy-related commodities.

Changes in the creditworthiness and
number of participants in the energy
trading market.

Changes in the financial markets,
particularly those affecting the avail-
ability of capital and our ability to refi-
nance existing debt at attractive rates.

Actions of rating agencies, including
changes in the ratings of debt.

Volatility and changes in markets
for electricity, natural gas, and other
energy-related commodities.

“Changes in utility regulation,

including membership and integration
into regional transmission structures.

Accounting pronouncements
periodically issued by accounting
standard-setting bodies.

The performance of our pension and
other postretirement benefit plans.

Prices for power that we generate and
sell at wholesale.

Changes in technology and other risks
and unforeseen events, including wars,
the effects of terrorism {including in-
creased security costs), embargoes
and other catastrophic events.

@ Printed on recycled pager © 2005 American Electric Power Co., Inc.




American Electric Power
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