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2004 ANNUAL REPORT TO SHAREHOLDERS

MICHAEL G. MORRIS

Q'airman, Pesident and

Qitf Esecutize Offier

DEAR FELLOW SHAREHOLDERS American I'lectric powszer l)ecaine a strongerl inore

focused company in 2001. We sold non-core assets. reduced debt and met our

earninigs target while thc people ol Al' overcame soIe o l'the worst challenges

Muhcher Nature can offer. In addition, we restruictured the company, creating

seven operating uniLs to improve customer Iocus and to move more (lecisions to

the local level. We aeconiplisliedl a lot, and we certainly have much more to ac-

coinplishi. But, all told, 200.; was a very exciting and good year.

FINANCIALRESULTS AWI's ongoing earnirigs per shiare Iir 2001 totaled S2.33. withinu

coujr guidanctie range of S2.!0 to S2..It. As-reported, or (;AAI, carnings (prepared

aec)r(Iing to Generally Accepte(J Accounting 1'rinciples) were S2.75 per share,

relleeting gains from asset sales.

Our share prier advanced 12.1; percent last year well ahlad of the overall

market - and total return to shareholders, including dividends, exceeded 17 peret.

AEP's liquidity position remained favorable in 2004. At year's end the com-

pany had more than S400 million in cash andl cash equivalents on its balance

sheet and access to nearly S3 billion in credit Iacilitics.

ASSETSALES In 201tlJ we substantially complete(d our prograi ol selling assets that

are unrelated to our core. dtomnestic utility operations.

Among the facilities and operations sold were 1.(00 megapwatts of coal-fired

generation in the United Kingdom, our interest in a power plant in China. the

I.ouisiana Intrastate Gas pipeline and storage operations, four doimnestic indepen-

d(ent power plants, and Al-A' Coal assets in Ohio ard Kentucky.

Sone divestitures were unrelated to our sale of non-(:ore assets. XW sold

most of our Texas generating assets to establish our level of strantled-cost recov-

ery, comnsistent with 'exas electric restructuring law.

The si.4 billion in proceeds from last year's asset sales along with re-

tained-earnings growth antid pension contributions helped us meet our goal of

reducing our debt ratio to below G0 percent of capitalization.

GETTING CLOSER TO OUR CUSTOMERS AE'I reorganized its field operations into seven

operating unitS last year to move decision-making respoTIsibility clOesC ti uS-

tomers and other stakelholders. .Already, we see positive results from this elliort to

strengthen our ties with the communities we serve. I'm confident the new struc-

ture will allow us to meet our utistorners' needs more quickly and elfectively. And

positive customer relationships help build positive regulatory relationships.

Each operating unit is headed hy a president and chiefoperating olflircr who

has authority for energy distribution oiperations and (i)r customer and regulatory

relationships. Other companywide operations, such as generation, transmission,

and distribution dispatch. remain centralized to retain the efliciencies that mat-

ter so much to our custormers and regulators.
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AMERICAN ELECTRIC POWER COMPANY. INC.

Our new operating units are proltled in thi'% report. I hopc you will read about

them to get a sense of our fiont-line operatiolns and the people who run themt.

ACHIEVEMENTS AND CHALLENGES Onc again. in 20tll All' faced many operational

:hillenges. Atd. once again, our people u espondedt

Severe irce storms crippled much ol our Olhio service territory in late l)e-

(emlbr. Nearly 2,)01) people fiOIT 1:; states including AI:I' employees, contrac-

tors and neighboring utilities' employees -- spent time away from their families

during the holidays, working in irigid, sometimes hazardous conditions to restore

piowe to our customers.

I.ast sunnier. Al7l' dispatched hundreds of employees and contractors to

Iloridla to assist utilitics ravaged by several hurricanes that hit in rapi(d SucceS-

sion. TYimes like these truly demnoristrate the skill, dedication and drive of our

I)cspitr our overall high-cquality service, wec continue to address service reli-

ability issucs ill areas ol our service territory. In Ohio. we have made progress on

a progranx to improve the pl rlorifialIce of our Irast-reliable energy distribution

circuits by an average ofl 1 percent. IV(.5 are also working hard to improve service

reliaboility ill Oklahoia where nev service quality rtles took effect lawt yeart nd

in L.ouisiana antd other sta'cs.

I'Im pleaIC; to tell you that, after a pcermittinig process that stretched over

soi ne l5 years. contstrtruction began in 2tmtJ oln the IVyoming-Jaceksons Ferry 705-

kilovolt tran,,msission line. WVe hope to complete the 90-mile line in mid-2006. 1Th

nxew line will help reiniorce tth( transmission system serving southern lVcst 'ir-

ginia. southsestcern Virgini.a and (lastern Kentucky. %where energy demand has

skyrocketed since tile last major transmissioln line was built to serve that region

mTore tIan 3() years ago. T'he prqjected cost of building the line is S271 million.

All told. Al:l' invested nearly S8t00 million in our energy delivery system last

year. \Ve plant to invest more thait Si billion in the system thiis year to improve

performance where needed.

All' jbiTed PINI Interconntection in October, fulfilling onr cotomitmient at

the time ol thc (:Cniral &. South lVest merger tojoin Regional Transmission, Or-

gatnizations fR I's. I!JNI, based in \'alley Forge, I'a., oversees transmission sys-

temn neliability in a 12-stategl-i encompassing AEls eastern service territory

anld provides a larger common market for ACI' generation. Our success in tIme

1'.\1 nmarkct increases as wt- gain experience, and stc believe our membership will

protdice long-terim benefits fi)r customers an(l shbareholders.

Tlhe Federal l'nergy Regulatory (onmmission also has approve(d Southwest

PoeVr lool (SI'1') as an RlF(. Al]' transmnission assets in Oklahoma, Louisiana,

Arkansas and a portion of Iexas oIll ,within Si'l'

Our Dl.(. (:ook nuclear plant set site records in 2100 for generation and

capacity fitetor, surpassirmg mile.StOlcs reached in 1996. L.ast year, the plant gener-
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ated 16,770 gigsawatt-hours oflelectricity and had a capacity factor of 9l2.7 percent.

We're pleased with the recent perfornmance insprovemnets at Cook a nd anticipate

further progress. Cur goal is to achieve top-industry performnance.

Although we have rekicused o0l o(ll Core ntility lbusiness, our comniercial

businesses continue to add vallue to the enterprise. Our energy miarketinig and

trading activities center on areas where we have assets and customeris, helping to

make our operations Imotle profitable while hedging against risk.

I'a proud to report that AI-A' was recognized as an exciplary workplaee

in 2004. The coinpany was iriia nid (il of the best places to work forl women and

minorities by I; encr magazine, for working mothers by llorking jAtfId'icr magaz inc.

and Ibr thisc vith military lackgroun(ls by I)(a. 7obs magazine.

2005: INVESTING IN THE FUTURE WAe are optimistic ahtout our prospects this year.

WVe expect that thc gencral cconomny will continue to strengthen. which will

benelit Ourl custorners. AJA' pro jccts 200.1 ongoinig earnings of'S2.3(0 to S2.5( per

share. We plan to reduce our operation adni maintenance expcnses to tihe extent

possilde andl sustain our deht-to-capitalization ratio at below ;O percecit. We will

also coatinue to evaluate the potential flrl aIl increase in the quarticrly dividend.

'I'Te year is already off to a good start. We have sold our c ontrolling intterest

int I louston P'ipe l.ine Comipany. generating applroxiinatelv Si billion in cash. We

reachied settlement agrecinents with federal agencies regarding investigations of

gas-priee reporting and gas-storage activities. And we announced a goal of fully

funditig AlUl' pension liabilities by the entd of 2(1J5, which l will further st(:igthllen

our balatice sheet, enhance earnings pot(eitial and reassure our valued eniployees.

Much ofA I'l's energy will f,,cus on regulatory activity this ear acis WC

explain our need to make significnrit itvestments in our generating fleet. thr

largest in the nations. Our goal is to persuade oui regulators that iniproving thle

environmental perforrmanctc of our plants absolutely will be in the hest intcrest

of our cusrotners, our shareholders and the people who live in the conimunities

where our generating fisailities arc located. The end result, will be cleaner lair lor

everyone, a fair retin flor sharvlsolders and the assurance ofreasonable rates lor

custonsers lbr years to conme.

Most of the rate activity in our eastern states is geared towardl r.ecovery

of plantied investmeits. The rate plan that Ohio regulators approvetl in janiu-

ary provides a ('air balance for All' e ustoniers and shareholders an(i will lientifit

the enviroansent.

In Texas, we will seek stratnded-cost recovery oni the Al 'I'cxas Centtral

Coinpany generating assets that are heing sold, as authiori;ed lhy 'Ixas deregula-

tion Iegislation. The differenice lietweets the plants' sale proceedis atid book valle

can be sccuritiz.ed, wsieh will generate cash to pay dliwnh delit and( fund capital

expeniditures. We expect to miake a mitd-year filing with thle ullic Utility Comli-

mission of-l'[xxas and anticipate a dtecision around tie end oftlic year.

4 7I
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AEP uscs more coal than anyone else in the nation - somc 75 mil-

lion toIS anuntall on average. i\pproxininate~l 73 perceit of 'our 36,000-incgawatt

gencratin!t_ capacity iS fired l) coal and lignite. ( ratiniued uise of coal is iilmpor-

tant lor the energy seoritvand econoiny of our nationf, and lbr thl iotere.ts of (or

stakeholders.

lKeepi ng coal as a viable energy opt ioin will rcq-ltire advanced tecihnolo-

gies. 'I'hllat is why weare cointlnhing ouir tradition oftechnological innovation by

pionccring constircition of the largest Integrated Gasificatioin Conlibined Cycle

(IG(;)p lant in the vorld. N% e announilcd this clean-coal project last year and

will fi,,alizc site scletion and seek cost ree overy in 201)5. We anticipate cotnilic-

tion byv 201 o.

IVfiile other co-iil)inaies remain fIt-msed o.1 silicreritical coal-fired genera-

tit in i itictrntzr I iy AlEl' ne a rlv 3(1 yea rs ago --~s ( arc miovtig to the next lev el olC

generation it-lcnohlgy.

Ne believe increasingly stringent air-qluality regulationis and the possiiliiitA

otl eventitI constraints oin carbon dioxide cnission s iake 1(;(m(:the right invest-

inent a nrd the mnist e nvirounicrntally respolnsible choice Ior fttitire coal-fi red gen-

-ration. IG ( ( :technology ha s tIe potent isil to)lr x(leie the virronimental t tnelits

..ra. hi. h1c- 'lliei. , inalturall gas-lirr d corbinled-cycle lacility while calihalizing

on the .oeil)raratively low antI stable 'uel costs associated with coal. I invite %ou to

read nioe about 1(;(:(: techltology later on in this report.

AICl' alko cxf(ects tl invest apliroxiniately S3.7 billion throuigh 2010 and an-

other Sl.5 billion through 202(0 in improvements at our existing coal-fired

plants. 'his will extend their nrodtuitive lives, keq) them operating profitably

atid inlprlnve air tuality lbr those living nearby. I eienology already in place at

Soint.\ AIt' plants will be added to tither facilities to reduce emissions of sulfit

nhioxi(le nitrogen oxide and mereury. Al1l' l.hs invested rottghly S2 billion iii en-

virotnioenital enhanremeoits at otur generatitig fatilities sinee the midl- 1990s.

I'ven after ele( triv rates that allow us to recover our planned expenditures

ale aplinovedl, our ctstoniers' cs(ts wsill remain among the lowest in the regiotis

we serve. AIl also will stay compietitive in whiolesale power niarkets. 'Ihese arc

eiirriotis advantages that we intetid to keep.

AEl'1 will eottitle asan indttstryleader inaddressingglobal climate change.

As a iuunditlg niemnber or the Chicago Climate l xchange, the first voluintary

platfiorim lir traditig greenhouse gas emisnsioni credits, we have comnmitted to re-

(IU/e or onfset grer-nhlowise gas ermissions a cuminiulative Itt pelcent between 22003

atil 20116. Iihis is its additionn toort widely reccgigni;rd tree-planttingp)rogran anid

iiir e*fiorts to pareserve fire:sts to se(luester ca rijoti dioxide.

Adivese luel mnix that inchludes renwable cnergy is importatit for our na-

tion anl our conifpan. Ali:' operates nearly 9(II meg-gawatts oh thydroclectric gen-

cration andt is one of the largest generatots of wind energy in the Unitedl States

with motetithan :3t1 itegaw atts oieratiil, in 'l[exas. AVc arc exlloring oplportinii-
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ties to grow oui wind pl)ortflio We're a Iso testilng tilhe tlS( orpla nt matalrialI and

aninialwastee combiined ,A jitl coal at some ofotrplants to re(uce cmissions.

SAFETY AEll' emrployee i are ct 01i6tKtuIly urged not to compromise theiic saletv. Jr

oth(rs' safity, in order to get tht jol) done. So it pa ins me to report t hat thr rc

trinployces lost their lives in jol)-related accidents dluring 2001I. Our becarts go (jIlt

to their loved ones. No s.fty programi is a sutccess if fatalities occur. and we are

reevaltt~tting every aspect-t ofour safiey programs to find new and better ways to

protect employees and raise s.tfett awareness. It addlition. we have changed our

management incentive coinpeinsationt plan so that Tio sali-ty-ielated awardi will

be piaid if sve experilttec trt-e fCitality during the year. regardless of bow gtod otir

overall sal;ty recortd is.

TRANSITIONS The AlUl' Board of I )irectors welcomcd Iionel Ntissell as a rnew

tminlTIber in 20(4. 1.ionel. senior vice president andi treastiret .r lcp in :o, Int.,

hrings fina ticial actimeni an(d valuable experience in corpora te strategy anti lisdi-

tiss(1evelopmnent tts outr ndeavor%. We're del iglhtied to h.ve ii oil onboardl.

We'll miss l.eonard t alwa, wbo is leaving tie All' Wloarld after eight years

of service. fis brotad knossledge oithice cnergy indwitr% has been a great asse t dur-

ing a volatile period br our sctuor. We wiAh Len the bcst.

Kcy exectutives retiring sinec puIlication ol' our last annual ]e e)o t inc title

T'ons Shteklev, vice chairman antd clhiefoperatinig officer: 1. fInry F'a yne. execu-

tivevicepresident Energy I)cliveryand farnier ehieffinancial Offivcr. ArniandoI

l'efia. senior vice plre sident linancial Policy atid boriner Al: trtasurcr; Melintl

Ackeritan, senior vice president Iluntan Itesources: and (;hl1nis F'iles. sc nio

sice president M)istribtution. l'ath has left a positive: inark on oti Coisipally. WV

are a better organization lecaimse of their contrimutions.

A LONG-TERM COMMITMENT I want to thatnk all All' stakehol ders for investing in

our plans aid (our visioti. All' is ini the btusiness of provitling .lectric servicc in i

crst-efi eftive. environmnentalIly iesponlsilble manner fin getteratitons to oonic. ()tur

uinparalleled assets - hunman anti other-wise are key to attaining tiliS goal. tVc

do a pretty goodl job at it. but WIe nced to cntitilille to get he tter. That Will censur c

a secure and rewardlimg future lr otr cuistomners. out enlployvxs, and you, our

valued shareholders.

MICHAELG.MORRIS

Chairman, l'resident and Chief lAxecutive Oflicer I
Mvarc~h 2, 2t)(.)_
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Our customers speak- 7Throqgh Ilettes, electronic message.s, ielel/)h(ue ralls and ol/elr coin-

nnunicalion vh/lidcks, our customners let us know what is on their minnns. H-Jere is a sanlllinmg (!/

comments fiom cstni omers about their expenences with/ AL P and its operalhiig unit.i:

A huiuge t hanrik you to tile Anierivani lU:ctric 1P)wer crew that restoic'l- u (njil vcr

;at 2 a.mo. Cl irtintas 1).iv. AllI of thlesel' fioks CIerit above and ))cyonCi the:ir dhuty.

workirig in di1e dark in frigid temperatntris. Thlianks also to the lamiilicc oIftlh

electric wiorkers wshoi had to ni1idifIy lidalyV l)lanis so that their hilsbandsi, dlads.

lirot licts a iid tillis (til wiork in uinhliciivahile condlitionis to inike us coinforl-

able. W\e truly alpipreclate all thIeir efiorts and are very grateful for each ol thellm!

-COLUMBUS, OHIO

It's time 1f ir central 0hio to reach ouit and sppluort the Anicriean l 1ectric P'ower

CrTwsN Who ci ntiniuie to work aroun( tile click tni restore iower to thle Coihi rubs

arca. (lr flamuil. along with thousands ofnour neighblors, stiffecre tille efficts of

losing p)o\\er flOrseveral days. This halisi en no sniall sacrifice in omliOrt. warnitli

and cuollnvllifilce, esperialilv during, tle holiday season. Throuighi this, lclieve:r.

there ar i lirov thal we- scene to have firgotti n or. at tiries. blamred. T'lose hcroes

avr tiellw A l' tInltliyecs is hi at working dlay ;an(d night. sorne sufn lring extrenle

disi:cinfiwt throuhhll the night. outdoors ain- away fiomn their l'nailies, to bring

nrnir.ltyv bkick to onr ioninititity. - BLACKLICK, OHIO

'I'nlimk ytni so very mnutc-h blir all tilie tinu dun(d cllort you all poit toward regailling

our lui%%er. We aIp))reciatet evcry inuiote (of every cold, wet. danigerous day all(n

nighi \oil spient working. Wc appieciate all tile endless hours ofstress and (dealing

with the pihlxlic Von sp)ent. Most (if all. we aipireciate the fact you were takein Irorm

%ourl Illnilies hiiring the holidays to lie t(here for all (if us, to make our holidays

nrort heanralblc. -- DANVILLE.OHIO

Just a note to thank yon fbryvoursupelh elklrts in restoringpowerto the Coluiiml)us

areal. Conside ring tihe nmagnituiid of tIis storm, you did an outitantlinug ,j)b. \Ve

haie( bee a custominer since 1956 and will always remain so. - COLUMBUS, OHIO

I wvoi id like to take this o01)1)irt unity to exl)ress oui sincere af)prt'ciation Pir tile

quiiik response \;0)1 gaive US to hell) out fair. W'ie p)urt hascl a new ride and we dens-

p[ r auwly needed :idditioinail lightilng for this ride. I made a pilone call this nairti ng

airil by 3:o ti tleIs aficrmi ini the lighits were iiLl ulled.T ' al alaout service!!! It is very

impl)irta ut ton 0)1 small coninmunity to Ih.ae a service comprl)any that still believes

in Sl:RVI. 'Ilhatik you. PS(). ] ir hciitg a conipaly that still helps out tile l ca

(aoes. (Garniral Ghairman, Fort (.'o6b District Fair - FORT COBB, OKLA

Appalachian Power Company, organized

inl 1926,is headquartered in Charleston,
W.Va., and provides service to AEP

customers in WestVirginia. Virginia
and Tennessee. including customers of
Kingsport Power Company.

Major industries served include

coal mining, primary metals, chemicals

and textile mifl products.
Appalachian Power has approxi-

mately I million customers.WI,
Indiana Michigan Power Company,

organized in 1925, is headquartered

in FortWayne, Ind..and encompasses

AEP's service territories In Indiana

and southwest Michigan.

-Principal industries served

include primary metals, transportation

equipment, electrical and electronic

machinery, fabricated metal products,

rubber, plastic products and chemicals.

Indiana Michigan Power has

approximately 576.000 customers. I
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Kentucky Power Company, organized

in 1919 isheadquarteredinFrankfort,

Ky. andservesAEPcustomers in

eastern Kentucky.

Chief industries served are

petroleum relining. coal mining and

processing operations, steel manufac-

turing and industrial air products.

Kentucky Power has approximately

175,000 customers.

I receive(ld vor letterit thc, he ail today explainiingt I tI juwer itages in the II rant -

we ll at(lI Nentotirs area. I wvantitd V uu all to kit' iw Iu lit i 1i( II Iti)r(:eiette Aoicri-

c-art liert ria Power, in ceverything t hait youi do. I don't thinrtk thc pejopile in thlis area

tinllerstand lhow hard yoour criployesc work. - NEMOURS. W.VA.

1'xe dlealt withl oiir (Ciiton1er Solution. (:exit( :r three sepa rate tinlss, f;n Irtr'ee

dilferti't things, andU l'Xe hewen imrpressed. I wasn't itnpresscdwl tvitli the service

alter all, (that's what yoli're in the husincss ol'p ro'itlinig. I astin; inre:sIcwI wit I

tli courte s%:-ROANOKE. VA.

A ew ra m n tits ago. it becaine increasingly cear thiat sorne oIftitir streets sere

tu dlark an(l Iar too inmiting ;uir eriniinla a tihity. So1 we asked All to hlIp ius

siline molre light oli the I ast Id.d .ind they resprodtled (Iui(.kly to get it clone.

.fayorr-CHARLESTON W.VA.

Mv hu'hand and I were xisited thkis no n ing Iiv two A , eltni:ins anid thley

tislpcktecl oin i ditch anrd txortk (1d1one s50 E:r. 'r'licy dvised rn liuslmatIl ol'a cIup)le

fIniistakLe hs had madie and what he nteeded to do to i:ctilf the prolbleins. 1 1'':

wert: rmst h1elpflt in thier instriutions! -CHARLESTON. W.VA.

'I'llalk you for yOu r rint ril)utiou tol thielIidIv I :hieation.i In(lnowrt-icnt 1out ih -

ti-,n. 'I'licn ;JU tat ioi's litirpow is t-s cuvin si ijliolot t tI the 4.O.)0 st sti(dei s en r( ml led

itt MAINI)x uhlic Sechi ools. 'IHlirtlr h granits .t](1 ids la holaliips wv else thav Ilic eapail-

ityof inipactinig (evry student ii te tlistriet. %\e are so pleiser(l t lias e \ou as a

ar t orl'ti s endcavo)r. Again t haLnk v, oit f; iri eiin tiniied supl)ot1t ol dI:t'edaCti iI!

1'resident, Bixby Educational Endowmtnt Foundation - BIXBY. OKLA.

I wanited to sav 'I IlANK )'OU to SouthloestviCn Ulectric Potier flr restorirtm, mv

p-i .sv cr after lHlurricane Frances. WEe isc e without piowscr far si x days altd the: licst

sight in tlie NVorlld was wV1hCen we saw lne ok vi otin trucks roll into oin , I develmmpinriet

to wvrk o ottorprower restoration. You trtitieks wre all over thlis atrcaltkin. (lii-

getitly to restore pom\er. I apologize finr licing late in sendlinig this e-niail. (C;ouplel(d

with the new ouitage we sulolrcd Fruin II urrica ne J.talune, timen has passed. At

any rate, I wvanted iour eonipalr to ktinoi that I'lorida appricialttet ll a Ithir trss

yotu setit t) help i u in the aftcrinathi if VI;anlees. YO(U 1)11) DID A A'I' !

-LAKEWORTH. FLA.

AEP Ohio serves the customers ol Ohio

Power Company, organized in 1907;
Columbus Southern Power Company,

organized in 1937; and Wheeling

Power Company, organized in 1883.
It is headquartered in Gahanna, Ohio.

Major industries served include

metals; rubber and plastic products:

stone, clay, glass and concrete prod-

ucts:petroleum refining, chemicals.

food processing and paper.

AEP Ohio has approximately 1.4

million customers in Ohio and north-

ern West Virginia.

I
(n beheliatlffol ir Boardol i')irceturs. tI ist tall'aid tI lI 'I55,I ui( I peiple %%-t eat fioid

froin the Fuoud IBanlk oC'(torpits 'l rioti I want to thank Al 1 "I' eas fi)r tlie donia-

tion of three Iaptoep) eointiuters with iatry ing (;IeS at11d t(hirte d' t.kintg stations....

N;our (otnation has allowe(l the Footd Battk i i jitt the groxviwlg deniand(l FIr lec-



tirllin ; fi di oinl ill t lay's, Nvorld. .) Or a ilitv to reach .it bevonid our swarell sa e

%%alls will I el letmed ilin he cNpauiisionit services we r)ro'ide tlilieo tlingrv in

ille II niolit ies that NVe serve.... We arc gratefitl lir th1e suppol)rt A1 ''Iixas has

flTervl the Food Bank tlito)uglioii the v(:arn. -- Executive Director, FoodBank of Corpus

(:hristi- CORPUS CHRISTIJ TEXAS

()n bellallt'ol' Itl h%(i? (.:ii iiit y I lead Start jirograni, ileaic aeccc it this Iltter o11

ali iretiati a .i oir getnerotis oontriljutioii brought ;a pri.eless aolriit ol i"! to tIl(

* I i klren as It I:V ri( eives t hcuir gifts. Director, I Iebb County Head Start

- LAREDO, TEXAS

TOWBOAT CREWS DESERVE PRAISE -Fditorial, It'heelinie (lIlaJ) .,V us-Regijter -Jan. 7, 2005

Most of, thl ti:oie. towi loat crew\s irelrh travel up and dtowi (lie (O)hio River,

Ilhci dl lv uis1 ilint "tows" (if barges. Iit. that chaniged fori -lie oil soir 1,1 thle

bl)itts whlisrlav, we n theyV wcre asked t(i lheli s(ip inmore than a cldozeu ruiiawvay

I )ii ges.

'I'le l )arixs Ibroke loowe hi ,ir Amnricani Illectric Pi iwer's Cardinal l'laint at liril-

liai. Sinie bliung till tIl thie l'ii: Is landD I)an hllut fiutr passed over it. 'Ihat

P rOInled aulalulilias t Clise O )llia Rivet lIridges at Wh ed igin inl I'al ol ihat

Public Service Company of Oklahoma
(PSO. organized in 1913, is headquar-

tered in Tulsa, Okl, and serves AEP's
Oklahoma customers.

Principal industries served include
natural gas and oil production, oil

refining, steel processing, aircraft

maintenance, paper manufacturing,

timber products, glass,chemicals,

cement, plastics, telecommunications

end rubber goods.
PSO has approximately 505,000

customers.
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inigi it halp pn il'thi: mnassa-e I oarges hit I ridge )icirs. One did, buit didt not al)p ar

t. laLinra-e dli' I t I li Bridgt;stgiiiliiantly.

()On tiie thireat l hranb Il.' lear tiowinat ews inl Itie arna Aoure asked to stopl) tihe

autge-s. Atk udi ng tin tih (.tia l (tirard. t wwl niats a~t-onplslied that task in at

least CI 'tl i ll ta leCs. ( ) 1hel r tl tia A It ltrges al rentlv weNrt .rgrnund.

Witners ill NVlellitig saw aln exani iliI td %i -izrk done liv I ll a A1 1' rwho)its

t nrw. 'I'i crew pit tI heir It at in thu pa i fitif a run anawav baqrge. tIherr experitlv

ludged it arid all.)wed til- swilit c:o1l rInt to c'il t it ;alontside it harge artialc.d Ii t)

tire Iroat, wihere it SVaS sectill d. '.1iN wl )at ]eC% Iltenll)'rl% niade tl diilcult. l.tin-

gere 1i.1 t akl I tul, easy. rd-I t i)rted wit rie'n-s.

It wVasru't, tI in rse. It required a great airoinnit oil'skill aIid at least somne crtz rage.

TInd as1iit i crws wh ist 1' d htr~rc tiv I tirnnawavs dewer-e higih )raisie fl I licir %si k.

AEP CHAIRMAN'S LIFE SAAING AWARD .A:I' niruvilerl the' h::hairian'dts I .ile Saviti

A\wa rd ill 2001..Ii te award ri-cogt izcs tll(h cxtrarrrdinarv elfarts il 1:1'Al' rnipzltcsc

to ficlp pe dqe rie ni:ud i. ctl. lrairniaii Mike NIt irris lpreseltedl 'awards to Phitlic S. er-

vi(i ( itninpany tif'()lklalhonna em iloyces L.rc Ann .Xm ycrs and FIranrk I n'lillipsarid

A\ I Mit )iin llplyd-' Sw- Ft' r l 'isih.

NI 5crs. a sli'i s aitten1laill ill Ciikasiha. (a)k la.. hIlped a tsnia Iran living chased I)y

;I gniil-Wi'chlintug mian. NIS crs igiril ' t( Idiall's ti iret, s I(diInhe diWc'V(niall to .safit!

and ttsdl lIet .,li jtlIrte top .all 1)(iiirc. 1i1ii Intial was arrested a shonrt while laitr.

I'Ilillis, t'(IlIItlitV allolils tialiager irascd in XNI.Alestcr. ()kla., alerted lii

ncighillirs anud valhled 91 late onntr nig!it alter lit- n1ticed i thr a lonte' in hit nl igh -

h)ri rllod S%.Is filled %N iti sinillke. Ni i1t11( was licinlic it thie burninig hii-he, ch

Nv-asit'Cstti}iriw , hut hlit, Aas ;a1(e' titm ioisilm titlivr neigihii mr-. Sr.int- ohi lie ortl i- cItnInes

stistairilcd heat rlaira!e...

Y'ristli. a I istril.t itin linie t, C.iliinltaor in liucyriut', Olior, resctricd a ti urldl cr- t

wVa;S tsaidterirg in ilie niidd .I ':ta Iniisv stirtt in tr)vtlona. I'la. IFrisch wili) wa\

ssi t il r txith p )ower restinwar iet alter a hin t riatrne. visileui ilxnies in tihe neigit1itir-

linus! itirtil lie muriel, rite boy's lituails'.

NIi irris said th! ( iiai rinatn's I.i'e Saving Aw.i rd is i it'r "tlire itinotin its witri stand

talIle tihn tih' rest ni'nts.... snt it alttlrllat lrolmlc wib ate iiteregstid in pul)lic

sm'rvjt We. m igice ht itirtschitt, and 's e iveu riursehes Frecly."

Southwestern Electric Power Corn-
pany. organized in 1912, is headquar.

tered in Shreveport. La.. and encorm-
passes the AEP service territories in

Louisiana, Arkansas and the portion of

Texas that participates in the South-
west Power Pool.

Chief industries served include
natural gas and oil production, petro-

leum refining, pulp and paper manu-
facturing chemicals.food processing
and metal refining.

Southwestern Electric Power
has approximately 442,000 customers.

~2

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 ofTexas region -AEP Texas

Central Company, organized in 1916, and

AEP Texas North Company, organized

in 1925.

Major industries served include

oil and gas extraction, food processing,

apparel, tourism. metal refining.

chemical and petroleum refining,
plastics machinery equipment, and

several military installations and

correctional facilities.
AEP Texas has approximately

850,000 end-use customers. I
I
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m New generation technology demonstrates our leadership

AMERICAN ELECTRIC POWER'S IccillotItgical It:mclersh ip ispirli)eling th. comnpany tt

lII t tXt ,(i-tir( IL-,] Iit oftttj Iilatst. AI: lI pltjlESt) I id;ian Inritegrated ( ;;usifia li' n

( tonilincd ( eIe It;(:(': ptii er IIIlait to slr've itS (ustl(Ilncrs )y 201!. \Vith a

gen(t tatilig c apiwity tfats Til50c ;1% 1.2110 ntngawaltl , it vill bc the lalgcst Ia ciliv

ol'its typt" in th.e wtrld.

1' 1) IaS t tilust Iltilitv to wijnioijriee idanm Ilr nttih a plant, reirn(;nxintg

thf ttinnmn~ s livritage of iljillatitn. 'I'lle pilant will liel ioatled in onenF \s

.Isterl s1t.t tjs i lld will iSt iriseni t he iist tineA CIMI-dfred general inog c-;tpaciti

addIi to, ts I pa rt oftI'te I onipa y's scrvice iteritory sillte 1) 1.
1 t(;(':M trt tics% t es at gasiliet in \shi ii i i .all i partially olrnbisted withI

txv vvn atdul umcam ii t) hiIr ni IsInthtit- g;ls, onirTnouly knot,% n as "soiigas." 'I'ljc

syng.i is is ;Iat'd , l n, i r ite it: iic patiti .iltc inatter and stillir comtpountds. '*'Ili

tianl-l vias is tti flived irj ; s turitibnt. lio: lttt rxaust firttn the gas itirbint

p.msss itlirttltgh a h eat reectvery stea t t'lt'rator;t. %t Ire it p trtioduers steat thlat

driv." atittiltit tt hin:.. I itwtricilv is puroidictld fitI tm botnh th gas Iitine aIlnd

the stt titoribite, hIeri(I the tttitm "tottinivjed (ctyl." This results iti a tlto

,Fli,itt ttivetcioit tft vulerg" fit otl fulel to tIttcrieitv thiat ithl etivetntitinal

stcam uit :t ntriI:plas.

1(;(:(: tetilttlg liriirotiles nther advnntiages uecr I ad itilnal plvterized

i tal -fired p111.lits. I nli'sit.rIs of 'sulittilt 'ixitle, paliti.ilates. nitrogeni oxidrs atind

litt C1117\ aLt )l b e tieditet(' signifiBeamIv. (:all (ion diixidlt emissions will also 1ie

Iowet . il .Ilsddition, 1( ;('(' ttt il(tltgy otilitis titi pttntniaI Rl-rr ilttit retrofit of'

;alton ,'(ijtxi(l. e.1tplt svste lsv .0c .t it iwc(apital cistand with lower elficuillt

It'es vwi itt toniptatv e\I itl (onts nti.oital tetiriologics.

Al .' Itelits us it is imiltitailt ito conitilne to he. .11c toJ lisc ioal it) getier.ltt

Iei, tris itt ait vcotoinie ;antI] inore crn-viritnitcrntall! iuespttsilbt: way. Uttll is

otI' llititsn1 i ti(t al iiuntidanot enetg' unt k tc.

lec;( :( ht"'ti ltoti tgas t Ie pt)ttwfntiaIl tIn pit iidc the:- lowvet c-apital ci , hligt-

stst elitit'it an ti t ectoisziolt th ihara tcintrittic-s ani ig oal-basscd tcdiriiltlttgi-s.

atit Itin ni st tarihu n-friertidly Fossil-fijil teI jiltogy over tie long termi.

A\I''s(ittisit)ll 141htliiatll l(;(:(c pl;atnt.otintietd whit sipltn ftlrsiguiiiaieat

itonct-sittnts intt -nissiti-tc(ttlhictiontt tlttihiligiesl at xisting ((oall-fitud gemcnttattng

sittions, ttnielsitiit:s ttl (ttittlt'snp n tt nittntt Ito ttal a;s .it1 pti ular tici-gy

soiurct Fit, ilt litijmur.
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o (:oal/ water and
oxrgen are/fd into a
high pressuregaifier.
where the coal ir
partial/f comnb/ritd
and converted into

.!ltvnletirg

o The ar /in the
coal ci ronverted to
inert, glass sl/ag.

o The sulfur ir
remioved/on: the
stngas andconverted
to either elemental
su/lfr or sulfuric
acid/for sale to
chemical corpanies
or/ferti/izer coin-
poanies.

o 7hesynngarpro-
dined in the gasifier
is "coled and cleaned
f/particles.

o The s/ac, and
other inert material
rutqy be u sed to pro -
sInce other product:

or marqv be sf/elm rman -
aged in a land/ill

o Next, the synuga
pare.: through a bed
v/acti ated charroal,
which captures the
mercury. /

O Thet syngas can
either be burned in a
corn bustion turbine
or used as a/eedsutock
for other marketable

chemnicalproductf.

O The syngat is
fired in a combustion
turbine that produces
electricity.

C'-

. ,

Stac

__te

Electricity

Air
O Thehoteshaust

from the gas turbine
parses to a Beat

Recorery Steam
Generator (IIRSC).

Cooling WVater r j: ,-

S Steam produced
in the fIRSC. along
writh additional
stain that has been
generated throughout
thegasfication pro-

tess, drirer a steamn
turbine, which also
produces elrctricity.

f5 The straig
exhaustedf/rain the
steam turbine cools
and then condenser
back into water,

wihich ir then pumnped
back into the steam
generation Ycle.

Other Chemical
Products

,._ !': 0

Sulfur Removal

0

Sulfur
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f2I1(! i E, N. I

DONALD G. SMITH. ('il
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1oal9lohc, Vil'iia
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DR. KATHRYN 0. SUWVAN,. 53
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AEP EXECUTIVE COUNCIL- h. 4/!. .erfrol:7. e:rfti~ ba!., 7dh 1B. IA'ae,u I ,i. Ard,-'I.,,'m kIq, tummdhln, *Aw).,I .11. Ifapm.

~ i:. 1 Il li/h' 1. L ;;ep' I~, Abl: a. I(;. .Lht I.. ca'd L. Ai~li2!2. 14!.i I 22wt, SwanI /,22.2)

AMERICAN ELECTRIC POWER
COMPANY. INC.

AMERICAN ELECTRIC POWER
SERVICE CORPORATION
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CAP(TALIZATION RATIO
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~~~~~~~fig,<} b.¢ ., .

2OG4 2003

O Debt : Equity

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

Equity includes Common Eqjity aid Preferred Stock. I
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CONDENSED CONSOLIDATED BALANCE SHEETS

Al I)ecrmbr 3'1 (In Atilinns)
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