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Company Overview

Nuclear

Nat.
Gas/Oil 6%

o 22% Pumped Storage/
Coal/Lignite Hydro/Wind
66% | 6%
———__ AEP’s Generation Fleet | 0
39,000 MW Capacity

5.2 million customers in 11 states
Industry-leading size and scale of assets:

Industry
Asset Size Rank
Domestic Generation ~39,000 MW #2
Transmission ~39,000 miles #1
13- AMERICAN® Distribution ~214,000 miles #1

ELECTRIC
POWER



Context: Key Economic
Challenges / Uncertainties

B Environmental Challenges

m Volatile Fuel Costs

m Post-Recession Load Recovery

B Energy Security

B Need for Infrastructure Replacement
m Difficult Economic Climate
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Environmental Challenges

B Climate Change
m SO2 & NOX

B Mercury and other Hazardous Air
Pollutants (HAPS)

m Coal Combustion Byproducts
m Water Quality / Aquatic Impacts

Eﬁggﬁfgﬂ A VERY UNCERTAIN PLANNING ENVIRONMENT
WER




Climate Policy Summary and
Status

mKerry-Lieberman draft legislation or variant may be
brought to the floor in July.

m Passage unlikely in 2010 (oil spill, election year, etc.)

mProspects are much better in 2011 IF a truly bipartisan
climate and energy bill can be developed.

mlLegislation favorable compared to EPA regulations,
which will be costly.

mSeveral outstanding Congressional proposals to limit/
postpone EPA action (e.g. Rockefeller bill).
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rargets.: Require A Portfolio
of Significant Investments
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41% reduction in 2030 from 2005 level is technically

feasible using a full portfolio of technologies
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EIA Ease Case 2009

Technology EIA AEO Base Case

Load Growth ~ +0.95%/yr

EPRI Prism Target

8% Additional Consumption Reduction by 2030

None

20% Reduction in T&D Losses by 2030

60 GWe by 2030

135 GWe by 2030 (15% of generation)

uclear 12.5 GWe New Build by 2030

No Retirements; 10 GWe New Build by 2020;
64 GWe New Build by 2030

Fossil 40% New Coal,

+3% Efficiency for 75 GWe Existing Fleet
49% New Coal; 70% New NGCCs by 2030

90% Capture for All New Coal + NGCC After 2020
Retrofits for 60 GWe Existing Fleet

PHEVs by 2010; 40% New Vehicle Share by 2025
3x Current Non-Road Use by 2030

Efficiency 54% New NGCCs by 2030
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Replace ~4.5% Direct Fossil Use by 2030
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AEPs GHG Reduction
Poritfolio

Renewables Efficiency

(e.g. 2000 MW New Wind PPA by 2012, (e.g. Coal Plant Heat Rate Improvements
Biomass Co-firing) DSM and Energy Efficiency)

Offsets & Markets Clean Coal/CCS

(e.g. Chicago Climate Exchange, (e.g. Chilled Ammonia Retrofit)
Forestry, Methane Capture)

VEPY iyl AEP will need a portfolio of GHG reduction investments
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Early Action in Offsets:
Livestock Methane

%
Dairy/hog barn :

ectricity
Generator/flare —- @

® Methane (CH,) is ~20 times as potent a
GHG as COg,

® Reducing 1 ton of methane emissions is
equivalent to reducing ~20 tons of CO2
emissions.
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g8 For a typical farmy precise vield varies by state PAEP'S largest coal-fired plant
Rl Sources: AEF; Environmental Credit

Cows to Credits for Coal

American Electric Power plans

to capture methane from rotting
animal manure. It hopes that it
will earn “credits” against a future
global-warming cap, but the plan
will cover only a fraction of

AEP's total emissions.

A cow, weighing 1,329 Ibs.

Produces 115 Ihs, ___ 11 Ibs. are

of manure a day = "volatile solids’
Those solids produce About 5 tons

1 cubic meter of €0, equivalent;
methane a day, 365 or 5 €0, credits

cubic meters per year per yoar™

AEP's annual AEP will buy
€0, emissions, at least 600,000
145 million tons — 0, credits from ' 3
farms, which equal %
One plant 0.6 million tons
17 million tons+ 9= of €0, equivalent




New Technology:
Chilled Ammonia CCS

Phase 1 Phase 2
2009 Initial Operation 2012-2015 Commercial Operation
Alstom Alstom
. Chilled
1300 MW Chilled ~200 MW Ammonia
Mountaineer Ammonia Slipstream
Plant (WV) 20MWe scale ~200MWe scale
I
CO, Storage CO, Storage
(Battelle) l
!
Captures and Stores Captures and Stores
~100,000 metric tons of COz /yr. 1.5 Million metric tons of COalyr.
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Other Emerging
Environmental Drivers

B EPA rules are expected on SO2, NOx, Hg, other
HAPs and coal ash within the next two years.

Largest impact of regulations will be on older
coal units which are generally without
FGD/SCR.

m Majority of required action likely to occur over
next five years.

B Major planning challenges for future electric
generation due to large uncertainties.
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Regulatory “Train Wreck”

Ozone S02/NO2 CAIR Water
Beginning SO2 Primary
Revised CAIRPhase ! poconsidered NAAQS Effluent Guidelines o
Ozone ;gasc():nal Ozone Proposed CAIR Final rule expected (E:fﬂue?t GU|d3eI|5nes
x Caj .
NAAQE b NAAQS Replacement — cipoicAR — SO2NO: " Next Ozone af(t)erzrr]?i;rllcrsle yrs
CAIR Rule Expected  poyjacement  Secondary NAAQS Revision
Vacated Rule Expected ~ NAAQS 1 316(6) Cormpl
Effluent 316(0) final rule 9 (b) Somplence
CAIR NO2 Guidelines expected yrs areriinaitu
Remanded Primary proposed rule
NAAQS expected

os) oo o @ ®

PM-2.5 Begin / Next PM PM-25 Locoocoocdocaoot iololiniuiotolulniol At vk sielot SR H
' I Beginning CAIR
SIPs due Begin CAIR Final 2.5 §|Ps Ve New PM-25 NAAQS o Beginning
(97) CAR  Phasel Rue for | NARDS (/06) Desianations Phase Il Annual 0 0 = e
Phase | Annual CCBs Revis?o ’ S0z & NOx Caps Il Seasonal
gAlli\/lthn& Annual  SO2 Cap Mgmt HAPS MACT  Begin Compliance HAPS MACT NOX Cap
Rel sting o NOx Cap HAPS MACT finalrule  Requirements under ~ Compliance with Compliance 3 yrs
ule vacate Proposed oroposed & €Xpected Final CCB Rule CAIR after final rule
Rule for CCBs e Final EPA (ground water Replacement Rule
Management & Nonattainment moni.toring, double
316(b) proposed  pesignations monitors, closure,
rule expected dry ash conversion)
17 AMERICAN® PM2.5 Ash Hg/HAPS
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Rate Recovery Mechanisms

m Many carbon and environmental investments
will be capital intensive requiring innovative
regulatory practices to help ensure cost-
effective investments occur:

m Pre-approval Prudence

m Contemporaneous Recovery of Capital (CWIP in
rate base)

m Environmental Trackers (e.g. environmental
surcharge)
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