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TOGETHER, OUR ENERGY AND FUTURE
ARE TRULY BOUNDLESS

At AEP, we never have been more certain of our responsibility to a sustainable future for our customers, communities and
employees. We will continue to take steps to reduce our carbon footprint, to empower customers and to value and
develop our workforce. Together, our energy and future are truly boundless.

POWERING FORWARD
TO NET ZERO: AEP’S
CLIMATE IMPACT
ANALYSIS REPORT

Download Report_l

A MESSAGE FROM THE CHAIRMAN

“At AEP, we know the basic needs of our customers are constant and simple — reliable, safe, secure
and affordable electricity. We take to heart our responsibility to help meet those needs every day,
regardless of what is happening in the world around us. As we recover from the challenges created
by the COVID-19 pandemic, we have an extraordinary opportunity to quicken the pace of the
country’s transition to a clean energy economy. ”

Learn more



http://aepsustainability.com/performance/report/docs/AEPs-Climate-Impact-Analysis-2021.pdf
http://aepsustainability.com/governance/chairmans-message/
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RESPONDING TO CLEAN ENERGY ESG DATA CENTER

COVID-19 FUTURE AEP's ESG Data Center reflects our
The COVID-19 pandemic hashada  AEP's transition to a clean energy commitment to transparency by
profound impact on AEP, our future is well underway. From proactively sharing data and
employees, customers and diversifying our resource portfolioto  information about our sustainability
communities. We are taking modernizing the grid, we are at the goals, strategy and ESG

proactive and necessary measures forefront of this transformation. performance.

to address the pandemic.

Learn more l ‘ Learn more

Learn more

DEVELOPING A WORKFORCE FOR THE FUTURE

Transformational change requires a more progressive and thoughtful approach in how we train,
develop and retain our employees. Our goal is to prepare our company and workforce for the

skillsets needed to align with our future strategy. This is especially important as we move closer
toward a digital future that requires a more flexible, innovative and diverse workforce.

‘ Learn more



http://aepsustainability.com/governance/covid-19/
http://aepsustainability.com/environment/carbon/
http://aepsustainability.com/performance/esg/
http://aepsustainability.com/social/workforce/workforce-planning/

Dear Friends and Colleagues,

At AEP, we never stop moving forward. Energy is an
essential service that is life-sustaining and crucial to our 2020 Message from the Chairman brochure
nation’s health and economic well-being. Our vision for a
sustainable energy future is unwavering, and we believe itis
more important than ever. We are witness to unprecedented
challenges due to the COVID-19 pandemic. Every person,
every business and every community across the globe is
affected in some way. The availability of safe, reliable
electric service has been essential to sustaining our
communities during this time. The ability to shelter in place,
to stay connected with one another, to work remotely and
safely in the comfort of our homes, to educate students in
virtual classrooms and to simply entertain us by providing a
distraction to the challenging news of the day have all been
enabled by the electric system.

This pandemic has reaffirmed the value of electricity in every
facet of our lives. At AEP, we never have been more certain  Nicholas K. Akins, Chairman, President & Chief Executive Officer
of our responsibility to a sustainable energy future for our

customers, communities and employees. We will continue to take steps to reduce our carbon footprint, to empower
customers and to value and develop our workforce. Together, our energy and future are truly boundless.

The 2019 Coronavirus Disease Pandemic: A Storm Like No Other

When the COVID-19 pandemic reached the U.S., AEP’s emergency and business continuity plans were already activated
and preparations underway. Our industry is one of the most prepared to manage crises; we respond to many types of
emergencies, and one of our greatest strengths is our ability to mobilize and adapt quickly to changing circumstances.
The pandemic is a historic storm larger and more impactful than any we have seen, but we were prepared. Our primary
responsibilities are to keep our employees safe and the lights on for our customers. These commitments are not new; they
represent our core values. As this situation unfolds in the months to come, these will always remain our priorities.

The public health crisis has amplified the role the electric power grid plays as a social safety net. In anticipation of the
predicted economic downturn and concern for our customers’ ability to pay for basic needs, support their employees or
maintain their businesses, AEP voluntarily suspended customer disconnections for nonpayment. In addition, the American
Electric Power Foundation committed to donating $3 million in emergency funds to support basic human needs and help
address the hardships faced by customers and communities. We also donated approximately 9,000 N95 masks and
110,000 gloves to help protect healthcare workers at facilities in the states we serve. In addition, our Charge digital hub
converted one of its labs to build 1,200 3-D printed transparent protective face shields for healthcare workers on the
frontline. We also trained and dedicated a team of call center representatives to help small business owners apply for
federal programs and to make payment arrangements as they recover.

The service we provide is essential. Our ability to provide uninterrupted service during this crisis required that we
minimize the disruption to our normal workday while maintaining the health and safety of our employees as our top priority.
Our dedicated employees understand the critical nature of the service we provide, and we are taking significant steps to
keep them and their families healthy while ensuring continued service to our customers. For example, we are following the
prevention measures recommended by the U.S. Centers for Disease Control and Prevention (CDC) for employees critical
to maintaining service. In addition, approximately 12,000 employees who could work remotely did so to help prevent the
spread of disease. In addition, we developed comprehensive pay and leave programs to support our employees in the
event of personal or family illness or the need to provide care to dependents whose traditional forms of routine care were
interrupted. We successfully worked with federal, state and local government agencies to designate our essential
employees as critical responders, allowing them to travel when necessary to keep the lights on and have access to
pandemic child and adult care services. We are also working with our equipment suppliers and support industries
essential to our business so they can continue operating.

While the final chapter of this crisis is yet to be written, | am immensely proud of the response and professionalism of
AEP’s entire team and their dedication to our customers. The power grid is one of the most critical infrastructures


http://aepsustainability.com/governance/docs/2020CAR-MessagefromtheChairman.pdf

supporting the nation’s response to the pandemic, and it will be even more important during our country’s recovery. We
are ready to lead the way forward.

Zero Harm

Achieving zero harm means every employee returns home at the end of their shift in the same or better condition than
when they came to work. Zero Harm is what we value most and commit to wholeheartedly. It is hard work, as it requires full
focus every moment of every day. We hold ourselves accountable and we are always striving to be better. For us, Zero
Harm is not an option; it is a mandate we live by.

Despite our efforts, | am deeply saddened to report that in 2019 we lost an employee on the job when road erosion on the
side of a hill caused his truck to roll over. This is a profound loss for his family, friends, and co-workers and for all of AEP. It
is unacceptable, and we are reminding our employees of the importance to take time to pause to ensure that every job
they do is clear and safe, before they begin.

Now in the fourth year of our Zero Harm transformation, we have put tools, training and processes in place to strengthen
our safety-first culture and mindset. Our focus is on learning from events and developing leading indicators to be even
more proactive in preventing harm.

We still have more work to do to keep our employees, contractors and the public safe, and we will be relentless in our
Zero Harm mission. Our employees are proving it is achievable across AEP, and we are learning from them as we move
forward.

Clean Energy Future

Our vision for a clean energy future is clearer than ever. We are taking actions, setting aggressive goals, investing in
large-scale renewable energy and deploying new technologies to help accelerate the transition to a clean energy
economy. During this time of rebuilding, we have an unprecedented opportunity to lead the nation forward with a clean
electric power grid that delivers secure, reliable energy as well as economic and health benefits. We see the grid as the
enabler of our future. In fact, the electric utility industry is no longer the largest carbon emitter; the transportation sector is
now larger. AEP believes we not only can make a difference within our own operations but also be a catalyst for carbon
reductions in other sectors of the economy, including transportation.

AEP alone cannot make the magnitude of change needed. - ¥ i

We need partners, advocates and collaborators to change
public policies, advance technology development and
deployment, and help our customers and communities
through the transition. We have experience building and
nurturing strong, trusting relationships with our many
stakeholders, positioning AEP to be a convener of change —
arole that is natural for us and one we are ready to lead.

At AEP, we have already made excellent progress in
reducing our own carbon footprint. Through 2019, we have
achieved a carbon emissions reduction of 65%, from a
2000 baseline. We have set aggressive goals for 2030 and
2050 that we review annually and adjust as needed, which
we did in 2019. In 2020, we are undertaking a climate
scenario analysis to understand the risks and opportunities
to our business from climate change. We expect to publish
our findings later this year.

We continue making significant investments in renewable energy,
inside and outside of our traditional regulated service territory.

We continue making significant investments in renewable energy, inside and outside of our traditional regulated service



territory. Within our footprint, our integrated resource plans call for the addition of more than 8,000 MW of wind and solar
between 2020 and 2030. This includes 1,485 MW from our proposed North Central Wind Energy Facilities project in
Oklahoma. Pending regulatory approval, this project would deliver clean energy and lower bills to customers in Oklahoma,
Louisiana, Arkansas and Texas. In addition, our plans would add 1,607 MW of natural gas.

In our competitive business, AEP Renewables invested $1.4 billion in contracted renewables in 2019, bringing the total of
clean energy projects in its portfolio to 13 across 11 states. Our acquisition of the wind assets of Sempra Renewables in
2019 was critical in helping us grow this arm of our business.

As we continue to reduce our carbon profile, we see many opportunities for the electric power grid to enable other sectors
of the economy to follow suit. Electrification facilitates a quicker path to achieving carbon reduction goals. AEP is
supporting public policies and working with technology and research partners, customers and other stakeholders to
understand the implications of large-scale electrification as we transition to a digital economy.

AEP Ohio’s $10 million fund to support charging infrastructure for electric vehicles (EVs) is nearly fully subscribed — less
than a year after this Smart City initiative was launched. We are encouraged by West Virginia's expansion of energy
efficiency programs to include beneficial electrification and Oklahoma’s extension of a state tax credit for alternative fuel
vehicles. These are important steps towards electrifying our economy and achieving climate goals. We already see the
impact this could have in major cities in the U.S. and around the world where the reduction in conventional vehicles on the
road during the pandemic has resulted in substantially cleaner air. Think of what we could achieve with wide-scale
adoption of EVs that could unite the objectives of clean mobility, vigorous commerce and healthier communities.

AEP is participating in industry-wide research programs, including as a founding member of a five-year Low Carbon
Resource Initiative with the Electric Power Research Institute and Gas Technology Institute. Technology plays a critical role
in achieving a clean energy economy and these types of initiatives help our entire industry move forward.

Operational Excellence, Financial Responsibility

Our commitment to operational excellence provides a strong foundation for growth. We understand that one operational
error has the potential to negatively affect the safety and reliability of our service, as well as our reputation and brand. Our
focus on continuous improvement ensures that we are efficiently keeping pace with customer expectations and new
technologies that benefit customers.

I am confident we have the agility, commitment and strong foundation to get through this. AEP has a long history of
consistent dividends, earnings and fiscal stewardship. Our capital investment strategy targets projects that deliver the
most value to our customers while strengthening the resilience and reliability of the grid. That focus will not change. In
2019, we launched a program called Achieving Excellence to evaluate and develop recommendations to reduce our
expenses across the company. While this effort is not yet complete, our employees submitted thousands of ideas to help
us become more efficient, optimize operations, and provide additional services and value to our customers. This work is
critical to our future and will have immediate impacts as we weather this storm.

The challenges we face from this COVID-19 pandemic will certainly test our collective resiliency. We are concerned about
the business and social impacts as we resume disconnections for nonpayment. In light of the pandemic, our voluntary
suspension was the right thing to do, but it was not permanent. We are developing plans and working with our industry and
regulators to manage this in the most fair and thoughtful way possible. Our business continuity and emergency plans
prepare us for keeping the lights on during a crisis, as well as ensuring our own financial stability as we meet our
obligation to serve. Our response is consistent with our commitments to clean energy, resiliency and the reliability of the
grid that serves and protects our customers. We came into this crisis with a solid foundation of fiscal responsibility,
strategic investment and a deep commitment to our customers and investors. We have much work to do to manage
through the pandemic crisis, but we are confident we will emerge stronger and more nimble than ever.

Securing the Grid

Protecting the electric power grid from cyber and physical attacks is a high priority for our industry. As our economy



becomes digital and more connected, the greater the threat becomes. New technologies and apps, as well as our
growing reliance on cloud-based programs, are among the many risks to the system. In terms of cybersecurity protections,
the electric utility industry is one of the most regulated. The North American Electric Reliability Corporation (NERC)
develops and enforces Reliability Standards such as the Critical Infrastructure Protection (CIP) regulations that constantly
change to adapt to new threats from malicious hackers or nation-states.

We invest in protecting the grid, participate in drills to test our systems, and work with the federal government and other
partners to anticipate and respond as effectively as possible. AEP is also a member of the Electricity Subsector
Coordinating Council, which is the principal liaison between the federal government and our industry. Our most important
partner in protecting the grid is our workforce. Our employees’ role is that much more critical as bad actors try to take
advantage of the pandemic crisis.

In addition, AEP has a rigorous cyber and physical security governance structure in place that includes an Enterprise
Security Advisory Council. Regular oversight of our efforts also comes from the Audit Committee of the Board of
Directors, with an annual review by the full Board.

Our Workforce & Culture

A combination of changing customer expectations, technology advancement and an aging workforce demographic are
leading AEP to reimagine work and how we do that work. This includes reviewing the skills our workforce needs now and
well into the future. The pandemic taught us that we should also be looking more thoughtfully at where we do the work, as
thousands of our employees have quickly pivoted to work remotely and have stayed highly productive in the process.

\

We are collaborating with academic, business and
government partners to create the talent pool we will need
for the future. In Ohio, Columbus State Community College
created the Office of Talent Strategy in 2019 to build a talent
pipeline for high-demand jobs in cybersecurity, data
analytics and cloud technologies. With an expected
shortage of skilled labor, which is so critical to our industry,
we have two Line Mechanic Apprentice training programs
that are registered with the Department of Labor. Eligible
veterans may apply their GI Bill benefits while in the program
as they seek to obtain their journeyman status. We are also
tapping into our retirees to help us fill temporary gaps as we
transition our business, such as we did at the Conesville
Plant in Ohio, where many returned to staff the plant until its
retirement. Our Credits CountSMSTEM education program  agp is reimagining how we do work. This includes reviewing the
continues to flourish as we encourage young people to skills our workforce needs now and well into the future.
embrace STEM-related career choices. We want to be on

the leading edge of preparing our employees while developing our future workforce, especially because we expect as
many as 4,500 employees will leave or retire in the next few years.
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Our culture reflects the heart and soul of AEP. |am very proud that AEP has been recognized by Gallup with its
Exceptional Workplace Award, a testament to our collective efforts to create a great place to work every day. AEP is one
of 38 companies receiving this recognition and one of two tilities on the list. While we have more work to do to keep our
culture thriving, we are making significant progress. Our employees show their commitment every day by staying
engaged. Our culture survey includes indices for accountability, inclusiveness and supervisor effectiveness — all of which
showed marked improvement in 2019. AEP’s culture of Zero Harm continues to be our biggest strength. These are
excellent results, and we are committed to continuously getting better.

We are leveraging and increasing the diversity of our workforce because it is smart business practice. Diversity and
inclusion have the capacity to foster innovation, creativity, resilience and increased profitability. A diverse workforce is a
valuable asset that requires careful nurturing and intentional focus to unleash its potential. We have accomplished quite a
bit in the past few years, but we still have a long road ahead. We formed a Diversity & Inclusion (D&l) Advisory Council,
conducted an enterprise-wide listening tour, launched an inclusive leadership education and awareness initiative,



implemented a multicultural holiday, and hosted a D&l Town Hall for employees. Our newest initiative is “State of Diversity”
discussions with leaders, to help us continue moving in a positive direction.

Caring for Customers & Communities

Everything we do, we do with the customer experience and the communities we serve in mind. Beyond basic electricity
delivery, customers want more personalization, greater choices and advanced innovation. They want more digitally
enabled products and services closely linked to their energy needs, along with others that are more lifestyle connected,
such as home energy management and an online marketplace. Customer expectations are high and evolving: They want
us to be available 24/7 across multiple communication channels to help them solve their issues, including providing
reliable information when outages occur. We want to be their first choice for providing comprehensive solutions and to be
their trusted resource for technology, sustainability, electrification and economic development.

relationship with customers, empowering them with
information, choices, convenience and technology. We are
meeting them in their channels of choice and asking them
how we can do better. Our interactions with customers in .
social media are having a positive impact on customer B b
sentiment and customer experience with AEP. In addition, ™~

we are continuously enhancing our mobile apps to put more
decision-useful information in their hands.

We are making significant investments to enhance our /
_.-"r. / .

As we sharpen our focus on delivering new technologies
and custom energy solutions for our customers, we have
named a new senior vice president and chief information &
technology officer. Therace Risch has extensive experience
in fast-moving customer-focused industries with a record of
accomplishment of driving change and using technology to
evolve legacy business models. This new leadership
position will enable us to coordinate resources and strategy
to support innovation and technology, information technology, telecommunications and our digital innovation hub — all of
which are fundamental to our success.

Building strong, vibrant and sustainable communities requires
innovation, investment and collaboration among state, regional
and local business partners.

The strength and vitality of our communities are integral to creating a bright future for all. We are seeking new ways to
leverage the capabilities of our network to improve quality of life in the communities we serve. One exciting new
opportunity is a pilot to expand access to high-speed broadband to underserved parts of rural Virginia. Other states also
are exploring the opportunity to expand broadband access. The availability of high-speed broadband in remote areas
provides social benefits through direct entry to health care, jobs and education. It also enables innovation, expansion, and
e-commerce — all of which will be vital to small business recovery following the pandemic.

Building resilient, vibrant communities takes a village of partners. At AEP, we have pledged to pursue economic
development aggressively to help our states diversify their economies; attract new businesses, people, and jobs; improve
mobility; and support education. We provide training to local economic development officials and offer a Qualified Sites
Program that helps communities attract new business. We are proud of our support for our Appalachian communities that
were the hardest hit during the decline of the coal industry. Working with our regional partners, we created Appalachian
Sky — aninitiative to attract the aerospace and aviation industry to our service territory. Through this work, more than 30
counties are now certified as AEROready™ In addition, central Ohio has become a choice location for large-scale data
center development because of AEP’s commitment to ensuring adequate grid capacity and clean energy resources. In
Texas, a new, $1.8 billion steel mill will soon begin construction, creating approximately 600 new jobs when operational.

The road ahead in the wake of the pandemic is going to present a myriad of economic and community challenges for
many, making it more important than ever that we move forward together.



Strong Governance

The success of our transition to a clean energy future requires new skills, a diverse workforce and forward-thinking leaders
to mitigate risks and cultivate new opportunities. As we prepare our workforce, we are also expanding upon the expertise
and diversity of our Board of Directors.

In2019, Art Garcia, retired executive vice president and chief financial officer of Ryder, was appointed to AEP’s Board.
Art brings significant strategic and financial expertise to our Board, including experience developing and executing
corporate growth strategies.

Margaret McCarthy, former executive vice president of technology integration at CVS Health Corp., also joined the Board
in 2019. Meg brings experience and leadership in the highly regulated and competitive insurance and healthcare
industries, particularly in the areas of cybersecurity and information technology. She is also a Navy veteran.

Meg’s election brings to four the number of women serving on our Board. This distinction earned AEP recognition by
2020 Women on Boards as a Winning “W” Company for the third consecutive year. The additions of Meg and Art
strengthen the experience and expertise of our Board in important growth areas for AEP.

In 2020, longtime Board member Lionel Nowell lll decided not to seek another term. [ will personally miss Lionel's
leadership, his extensive knowledge in strategy development and execution, and his corporate finance experience. Most
importantly, he is a friend to AEP and myself, and we are deeply grateful for his service.

A Promising and Bright Future

At AEP, we know the basic needs of our customers are constant and simple — reliable, safe, secure and affordable
electricity. We take to heart our responsibility to help meet those needs every day, regardless of what is happening in the
world around us. As we recover from the challenges created by the pandemic, we have an extraordinary opportunity to
quicken the pace of the country’s transition to a clean energy economy.

I believe this is the moment to advance electrification for social good. AEP can be a catalyst for change through advanced
digitization and automation, driving efficiencies in transportation, and leveraging our utility assets to enable greater
access and connectivity through high-speed broadband. We share the vision for a clean energy economy with our
stakeholders, including public policymakers, technology providers, customer groups, NGOs, investors of all types, our
community partners and many others. We believe we are uniquely qualified to be the convening authority to advance these
objectives because this is not new to us. Rather, we engage and collaborate every day with stakeholders to advance
energy-related policies that enable a clean and brighter energy future.

Our vision for the future is clear and we are executing our strategy to achieve our goals. Let us work together to electrify
the transportation and industrial sectors; expand high-speed broadband; create new opportunities for small business
growth and access to basic needs; deploy advanced technologies, giving customers more control and choices; and
enhance the use of information and data to protect and manage the most critical infrastructure in this country — the electric
power grid. As we do this, we can accelerate decarbonization efforts across all sectors of our economy.

Our employees have repeatedly proven their dedication to our customers, in good times and in crisis. We are profoundly
grateful for their hard work to keep our operations running smoothly and the power on for our customers during this
pandemic. | am proud of their commitment to our communities and to each other. Our culture and focus on financial and
operational excellence provide a strong foundation to move us forward as we work together to redefine the future of
energy and develop innovative solutions to power communities and improve lives.

Sincerely,

Vel fp o™

Nicholas K. Akins



Chairman, President & Chief Executive Officer
American Electric Power

AEP'S STRATEGY FOR THE FUTURE

At AEP, our path forward is clear and our strategy is

unchanged. We are as committed as ever to operational STRATEGIC VISION AND PRIORITIES
excellence, financial discipline, innovation and technology,
and being nimble as we adapt to a changing world. The Invest in transmission and distribution networks

global COVID-19 pandemic, a once-in-a-lifetime event,
dramatically changed our lives, severely impacted the
economy and strained our communities. As we pivoted to Mitigate generation risk and optimize operations
adapt, the electric power grid became a lifeline for those
working from home; students who finished the school year Superior captial allocation
online; and the front-line workers caring for the sick, stocking
grocery store shelves, and delivering mail and packages to
our homes. Our strategy and the investments we are making
to modernize and enhance the resilience, security and
efficiency of the grid are essential to serving societal needs
and demonstrate the critical nature of the service we We are focused on executing our strategy while
concurrently improving our operations
provide. and keeping rates affordable

Invest in regulated and contracted renewables

Relentless 0&M optimization/Future of work

Improve customer experience

AEP’s record of consistent earnings and dividend growth, a

strong balance sheet and our continued focus on our customers and communities is essential to our mission. Before the
onset of the pandemic, we had already taken steps to further reduce expenses and we are accelerating those plans as we
work with customers hard-hit by the public health crisis to recover and reopen. We remain committed to delivering
technology and digital solutions to customers; diversifying our resources to stay the course for a clean energy future;
working with regulators to modernize the regulatory compact to keep pace with changing customer needs; and preparing
for the future of work through workforce development while building a talent pipeline for the future. At the same time, we
continue to reduce our carbon footprint and deliver excellent environmental performance, remove risk from our business
and deliver the value that our customers and shareholders expect.

The pandemic underscored the importance of nonfinancial risks that we also must weigh as we execute our strategy. For
example, our priority to protect our employees from harm heightened as we pivoted to new ways of doing our work,
expanded benefits for our frontline employees who are most at risk, and took measures to reduce the risk of exposure by
providing protective equipment, sanitization of facilities and vehicles, and enabled thousands of our employees to work
remotely.

Although the pandemic is causing a shift in the timing of $500 million in capital spending from 2020 to future years, our
overall strategy for investing $33 billion through 2024 remains unchanged, with 78% dedicated to transmission and
distribution projects. Our grid modernization capital investment strategy is important because it is creating the platform to
expand distributed resources, enable efficient use of energy, allow two-way flows of power and communication, and
support expanding electrification. The pandemic’s profound changes on everyday life and business underscores this. We
continue to expand our regulated and competitive renewable portfolios within and outside of our traditional service
territory. This will grow further with the pending review and approval of our North Central Wind Facilities in Oklahoma.

Our strategy for a clean energy future is on course. We are building a modern grid that is scalable to support the demand
for more electricity from electrification, such as electric vehicles, data centers and other future power needs. We have
strategic collaborations with start-ups and other partners to explore and pilot an array of technologies so that we can
accelerate our goal of being the digital, clean energy company of the future. The pandemic may have cast a shadow over
the economy and recovery may take some time, but we are optimistic about our ability to balance and meet the needs of
our customers, investors and communities as we continue to execute our strategy.
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Strong Financial Performance in 2019

In2019, AEP’s strong earnings performance was driven by
a robust economy, our continued focus on investing in our
system to enhance services for our customers, the

AEP EARNINGS & DIVIDEND DATA $/per share

2015 2016* 2017 2018 2019

management of our costs and favorable weather throughout
. i i Earnings Per Share (GAAP) $4.17 $1.24 $3.89 $390  $3.89
much of the year. AEP plans to continue to increase capital F———————— 369 $39  $368  $395  $4.24
investments in its regulated operations over the next five Cash Dividends Per Common Share  $215  $227  $239  $253  $2.71

years to provide more advanced, resilient and cleaner
energy solutions for customers. We also committed to
investing $2.1 billion in contracted renewables over the next
5 years.

* The difference between year-end 2016 GAAP and Operating Earnings was primarily due to the
impairment of certain merchant generation assets.

Our projected long-term operating earnings growth of 5% to 7% is predicated on our ability to continue efficiently investing
capital to modernize the grid. We have numerous capital projects of varying sizes that are within our control to execute as
we cost-effectively replace aging infrastructure and transform the grid to a platform of two-way flows of information and
energy. Our fundamentals for growth are strong, giving us options about how we invest today and what we invest in for the
future.

Maintaining a strong balance sheet and credit profile is a priority. We regularly monitor a variety of metrics that help us
know when we will need to access the capital markets for funding to support our capital investment program, which, in turn,
allows us to grow earnings and provide reliable service to our customers. The pandemic has challenged us but we are
well-positioned thanks to the diversity of our service territory and our commitment to financial discipline.

We are proud that we have paid consecutive quarterly dividends to our shareholders since 1910. In 2019, AEP delivered
a total shareholder return of 30.5%, exceeding a 27.5% total return for the S&P 500 Electric Utilities Index. In fact, from
2014 through 2019 we have provided a total shareholder return of more than 85%. This outperformed the broader S&P
500 Index total return of 74% and the 60% total return for the S&P 500 Electric Utilities Index.

Because we believe that every dollar counts, our focus remains on managing costs to optimize spending for the greatest
impact on the customer experience and to deliver operational excellence. That includes continuing our transition to a clean
energy future and ensuring that every customer has access to the resources and technologies the grid provides.



Achieving Excellence 2019 TOTAL SHAREHOLDER RETURN

To be a leader, we must constantly check and adjust 100%

business practices and performance to maintain
85.6%

momentum. AEP has long been a responsible steward of its
. . 80%
costs and expenses to mitigate the impact to customers and
to enable more opportunities for growth. However, with the
advent of new technologies, growing competition for
customers, flat load growth, and a steady decline in

53.1%

73.8%
population throughout our service territory over the past 46.9%
three decades, we are at aninflection point, and our 40%
31.5%

60.4%
response will influence our future path. The COVID-19 30.5% ‘

pandemic is also creating additional challenges we will work I 27.5%
One Year Three Year Five Year

66.4%
60%

through. 20%

Inlate 2019, we launched Achieving Excellence, a new
disciplined cost optimization process, with a focus on O&M 0%
reduction and revenue growth, to improve our business. The

purpose of the employee-led initiative is to identify and

eliminate inefficiencies, adopt improved business practices W AEP
and processes, and advance the creativity and innovation of M S&P 500 Electric Utilities Index

the company. This program will constantly focus H S&P 500

organizations on cost profile improvement to enhance

existing budgeting processes and leverage the skills,

knowledge and creativity of our employees to drive down ACHIEVING EXCELLENCE PROCESS OVERVIEW
costs. We are employing technology such as automation, EMPLOYEE DRIVEN; EMPLOYEE OWNED
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AEP will continue this process annually to ensure we
continue to be focused on meeting financial and stakeholder
expectations. Achieving Excellence will be integrated into
the way we manage our business through alignment with our
Breakthrough Objectives and driving our strategic goals.

STEERING COMMITTEE

MAKE DECISIONS

SUSTAINABILITY & ESG STRATEGY

Today, the demand for environmental, social and governance (ESG) disclosure is growing at an exponential pace, as the
view of a company’s non-financial performance has become as important as its financial health. From the cost of capital,
credit scores and insurance rates to how shareholders vote, the state of corporate culture and the ability to attract and
retain top talent, stakeholders want more transparency and engagement on ESG issues. There is no question the
pandemic has further raised the stature of the “S” in ESG because of societal impacts and the role of corporations in
sustaining our economic recovery.

Research has proven that companies with strong ESG performance realize short- and long-term value through enhanced
growth, reduced costs, improved stakeholder relationships, increased employee satisfaction, and optimization of
investment and capital expenditures. At AEP, we are integrating our sustainability practices and ESG initiatives into our
corporate strategies and sharing our progress and goals with all of our stakeholders.

AEP’s Corporate Sustainability Strategy focuses on engaging diverse stakeholders and proactively sharing our goals,



strategy, and progress, as well as integrating sustainability across the enterprise to drive shared value. In 2019, the fast-
paced growth of ESG investing prompted an expanded and more granular focus on how we manage AEP’s ESG
performance and disclosure. We established a cross-functional ESG Team to monitor new and emerging ESG issues
and develop strategies for responding to them. Because ESG performance is also a business risk, AEP added it to our
risk summary report, and we are integrating it with our corporate strategy.

AEP's ESG Strategic Objectives

Conduct a materiality assessment to focus our disclosure and inform engagement
Proactively communicate AEP’s ESG strategy

e Engage executives and the board on ESG initiatives

Build a web-based ESG Data Center, to ensure full transparency

We continue to engage in industry efforts, such as the Edison Electric Institute (EEI) ESG/Sustainability Committee and
the Electric Power Research Institute (EPRI) to influence standardized disclosure for the electric utility industry. We are
mapping our disclosure to the Task Force for Climate-related Financial Disclosure (TCFD) and, in 2020, will map to the
Sustainability Accounting Standards Board (SASB) framework.

SUSTAINABILITY/ESG GOVERNANCE

When stakeholders evaluate a company, one of the first things they look at is the strength of governance. How and where
sustainability fits into the corporate structure can be revealing of where a company’s priorities lie. At AEP, we have strong
governance to support sustainability and ESG performance, ensuring alignment with corporate purpose and strategy. Our
approach to transparency links tangibles (such as financial capital and physical assets) with intangibles (such as
reputation, brand, customer loyalty, risk management, trust and credibility) to show bottom line results and benefits.

There is no one-size-fits-all approach to sustainability governance, but AEP believes it is fundamental to building and
strengthening sustained business value. Strong governance ensures transparency, fairness and accountability, and it
gives us a structured way to manage the challenges of a changing society. We are committed to strong governance
practices that protect the long-term interests of our shareholders.

Our Board of Directors works closely with our executive team to ensure we continually meet or exceed the highest
standards of performance, innovation, ethics and service. In addition, the Board receives educational presentations from
outside experts.

Through AEP’s Enterprise Sustainability Council (ESC) — with oversight from executive management and the Committee
on Directors and Corporate Governance of the Board of Directors — we have clear guidance on our ESG responsibilities
for sustainable business development. ESC members, who represent all aspects of AEP’s business, serve as strategic
ambassadors, providing guidance and support to ensure the success of AEP’s sustainable development strategy. They
do this by enabling cross-functional integration of sustainability across the enterprise and in corporate strategy. The ESC
is also responsible for monitoring the progress of AEP’s sustainability goals.

In addition to the ESC, the Committee on Directors and Corporate Governance of the Board of Directors reviews the
Corporate Accountability Report annually and monitors AEP’s ESG performance. The Committee provides feedback and
develops the Board Statement supporting AEP’s commitment to sustainable business development and performance
accountability. The combined governance from the Board of Directors and the ESC helps us ensure our disclosure
undergoes a disciplined review and validation process.

While these issues are discussed by the Board of Directors throughout the year, we report to the Committee on our
sustainability-related activities at least twice per year. In addition, the Lead Director of AEP’s Board of Directors conducts
an annual outreach with our largest shareholders to engage with investors on important ESG matters.

Learn more about AEP’s Corporate Governance and see our report titled: American Electric Power: Strategic Vision for
a Clean Energy Future for climate risk information.


https://aep.com/investors/governance
https://www.aep.com/Assets/docs/AEP2018CleanEnergyFutureReport.pdf

MATERIAL SUSTAINABILITY ISSUES

Materiality matters when disclosing performance. We cannot address every issue, nor should we. To most effectively
manage our resources and focus on the material issues to our business and our stakeholders, we must focus on what is
most relevant to our financial and nonfinancial success. That is what our stakeholders expect of us and how we are best
able to respond to their needs and concerns.

AEP defines material issues as those that reflect our most
relevant economic, environmental and social impacts and
contributions because they can:

1. Have a significant impact on the company’s finances and/or operations;
2. have or may have a significant impact on the environment or society now or in the future; and/or
3. substantially influence the assessments, decisions and actions of our stakeholders.

The evolution of corporate sustainability reporting has become more detailed and complex as stakeholders demand
deeper levels of transparency. By staying true to this definition, we are able to focus on the most important ESG actions
and issues. Our integrated reporting is one way we demonstrate the connections between financial and nonfinancial
performance, as well as our commitment to transparency. AEP has been reporting in this way for more than a decade.

In 2020, our intent is to undertake a new materiality assessment. Led by our ESG committee, under the auspices of our
Enterprise Sustainability Council, we will seek input from our internal and external stakeholders, use big data and artificial
intelligence to help us identify and validate current and emerging issues, and prioritize those issues on which we should
be focusing. This effort will provide critical input to the development of our corporate strategy and disclosure, as well as
meet growing stakeholder expectations. The timing of this work may be affected by our focused response to the COVID-
19 pandemic.

In addition, we will participate in an industrywide priority issue assessment, led by the Electric Power Research Institute
(EPRI). It will be the third such assessment at the industry level. EPRI's deep understanding of the utility industry coupled
with the vast research through their Priority Assessment will provide AEP with broader perspectives and insights as we
develop our own materiality assessment.

AEP’s Priority Sustainability Issues

Sustainability Pillar Issues

Environmental Air Emissions
Clean Energy Transition
Energy Efficiency

Energy Reliability and Resilience
Environmental Performance
Greenhouse Gas Emissions
Sustainable Procurement Practices
Waste

Water

Social Employee Safety and Health
Engagement and Collaboration
Job Satisfaction
Public Safety and Health

Economic Community Support and Economic Development
Economic Viability of Electric Utilities
Energy Reliability
Energy Affordability
Skilled Workforce Availability


http://aepsustainability.com/governance/covid-19/

Sustainability Pillar Issues
Per AEP’s 2017 materiality assessment. Issues not listed in priority order.

STAKEHOLDER ENGAGEMENT

Listening to and engaging with stakeholders has long been a priority for AEP. It allows us to hear different perspectives
we might not have considered, mitigate risks and identify opportunities, build stronger relationships, and arrive at
consensus or shared motivation for meaningful outcomes.

When we engage our stakeholders about sustainable electricity, they ask us about reliability and affordability, energy
efficiency, clean energy, distributed resources, and our investments to modernize the grid. The majority of our
stakeholders ask if we are sufficiently prepared for the transition to a clean energy economy and how fast we will get there.

Strategic Priorities for Sustainable Engagement

Our Purpose:
Inspire and engage our stakeholders to co-create a sustainable energy future and make a positive difference.

Customers Improve our ability to partner with sustainability-oriented customers to meet their needs, prevent
disintermediation and promote regulatory and policy changes that support a cleaner energy future.

Employees Engage and empower our people to lead the future of sustainability at AEP to attract and retain the
best talent and succeed in our transformation journey.

Investors Leverage sustainability to position AEP as an attractive investment, and prevent divestment.

NGOs Strengthen NGO-AEP relationships and continue to raise awareness internally about NGO activities
to capitalize on collaboration opportunities.

Communities  Strengthen our brand and stakeholder relationships locally to build support for infrastructure
investments and new programs and services.

Policymakers  Proactively engage policymakers to enable our clean energy strategy.

Customers

Customer focus has long been one of AEP’s core values. Every time a customer interacts with us, directly or indirectly, it
creates an experience. Our goal is to develop an exceptional experience, every time. By engaging our customers, we are
able to identify energy solutions that save them money, enable efficient use of energy, and optimize the grid to meet their
changing energy needs. This includes everything from giving customers good information when the power goes out and
supporting their use of distributed resources, to delivering the clean energy they want for their homes and businesses.

We use both our regulated and competitive businesses to achieve this outcome. We bring our whole team to the table,
recognizing that being flexible can mean the difference between a satisfied customer and a missed opportunity. This
gives us greater flexibility to deliver on customer expectations.

In 2019, we completed work with the World Resources Institute’s (WRI) Clean Power Council and the Edison Electric
Institute (EEI) to develop a new industry-standard carbon and energy report for customers. Accessing their carbon data is
important for customers because AEP is a big part of their Scope 2 emissions. The collaboration included tilities, large
customers, EEland WRI. Following a successful pilot, the report will be accessible for customers starting in 2020. This
effort reflects the power of partnerships with our customers to deliver the types of solutions they want.



Communities

As we build new or rebuild older facilities on our system, we often impact the communities where that work is occurring.
Whether it is a disruption caused by construction in a neighborhood or the need to restore habitat when the work is done,
itis important that we remain open, honest and responsive about what we are doing.

IN2019, AEP logged more than 79,000 interactions with
landowners and acquired more than 3,600 easements,
using condemnation on less than 1% of these acquisitions.
In 2020, we shifted one of our in-person open houses to
online virtual meetings due to health concerns associated
with COVID-19. The virtual open house is an online version
of the community open house normally hosted by project
teams. Landowners are able to learn about the project
timeline, need, proposed structures and construction
process through interactive maps and information boards.
AEP also provides landowners with the opportunity to
submit comments and discuss their property in detail.

We engage our communities in many other ways, including
volunteerism. It is not unusual to find our employees
coaching youth league teams, organizing food drives, or
serving on local boards and commissions. Learn more in
the Volunteerism section.

AEP engages stakeholders through proactive outreach to
educate and gain support for the company’s plans to address
the needs of its transmission system.

In 2019, Sustainable Tulsa recognized Public Service of Oklahoma (PSO) as a Henry Bellmon Award recipient. The
award distinguishes organizations committed to developing people, profit and planet — otherwise known as the “triple
bottom line” — and rewards leadership and effectiveness in social, economic and environmental sustainability.

Investors

The universe of environmental, social and governance (ESG) ratings and rankings continued to expand in 2019, as did the
demand for ESG-related information. Climate change, governance, social performance, risk and strategy continue to be
the main issues. Many institutional investors issued clear intentions to consider ESG performance in their investment
decisions, demonstrating the drive for more robust, consistent disclosure and engagement.

We continued our engagement with Climate Action 100+ in 2019 — focusing on climate change, governance, risk and
strategy. In early 2020, the conversation expanded to include AEP’s approach to a Just Transition and climate lobbying.
Learn about AEP’s efforts in the Climate Change and Climate Lobbying sections of this report.

In response to this growing interest from our investors, we have sharpened our focus in this area and responded to a
dozen ESG investor-focused surveys in 2019. One challenge we must overcome is the lack of uniformity and consistency
in ESG ratings and rankings, which often creates confusion and frustration for users of this data. We invest significant time
reviewing and correcting data to ensure stakeholders get an accurate picture of AEP’s ESG performance. We will
continue to advocate for a universal, consistent approach to ESG disclosure and the ratings and rankings that accompany
it.

In 2018, AEP published a clean energy report, which outlines our climate-related risk management process and climate
governance, as well as related opportunities and challenges. We plan to update this report in 2020. In addition, AEP
issues an annual EEI ESG/Sustainability investor report. Together, these disclosures provide a complete picture of how
AEP is managing its transition to a clean energy/low carbon future, as well as setting new mid- and long-term goals for
carbon emission reductions.


http://aepsustainability.com/environment/carbon/
http://aepsustainability.com/governance/regulatory/

Non-Governmental Organizations

Among our key stakeholders are non-governmental organizations (NGOs), including environmental organizations. We
engage with these groups in many different ways. Sometimes we meet in person to discuss specific topics. At other times
they are intervenors in our regulatory proceedings. These groups are important stakeholders to AEP because they bring
forward different perspectives and ideas, which are effectively used to test the validity of AEP’s approach to managing its
business.

We also look for opportunities to collaborate, such as our mutual support of advancing adoption of electric transportation.
We believe strong relationships with NGOs create better partnerships to address issues that can influence or shape our
business future. Through our commitment to transparency, engagement, candor and honesty, we have seen these
relationships become increasingly complementary and collaborative.

Policymakers

InMay 2019, AEP co-hosted the lllumiNation Energy Summit in partnership with The Ohio State University, Battelle
Memorial Research Institute and Smart Columbus. The Summit sparked conversations with policymakers to reimagine
the future of energy. Over 350 utility leaders, public utility commissioners, state legislators, startup companies, technology
providers and other thought leaders attended the event, which featured a large-scale technology exhibit and thought-
provoking panel discussions. The Summit recently was named Best Overall for Event Marketer's first-ever Hidden Gems
Winners List—the best B-to-B events under 5,000 attendees.

The intent of the conference was to bring together policymakers, technology providers, and others to enable critical
thinking regarding the advancement of the customer experience and the policy framework for execution.

REGULATORY AND PUBLIC POLICY

The energy industry is one of the most highly regulated sectors of the U.S. economy and is in the midst of a technology
and innovation revolution. Advances in technology are creating opportunities for AEP to integrate and modernize the grid
— making it smarter, more reliable and more resilient. With a smarter grid, our customers are empowered to actively
engage in their energy experience — giving them more control over how and when they use energy.

To meet our customers’ evolving expectations, we sometimes must reshape the regulatory compact. AEP’s footprint
includes 11 states with varying regulatory frameworks that are primarily governed by state legislatures who set policy
goals, which result in regulations created by state regulatory commissions. These state legislative and regulatory
environments work in conjunction with federal policies to define the parameters of AEP’s business and planning models.
They also affect a utility’s business decisions related to making investments and influence how the utility is able to recover
the costs of its investments.

Our priority is to maintain and operate a safe and reliable grid that is resilient and adaptive. Our generation, transmission
and distribution system investments directly affect our customers and shareholders. These investments must coexist with
regulation and policy considerations, such as environmental requirements and affordability. As our generation portfolio
becomes more decentralized and the company transitions to more renewables and distributed energy resources, itis
imperative that regulations evolve to meet the demands of today's emergent technologies and customer preferences. We
must perform this transformation in a reliable and deliberate manner for our customers while managing the financial risk
for our shareholders.

One approach includes identifying flexible or alternative ratemaking models that allow AEP to accelerate the conversion
toward beneficial electrification and the company’s transition to cleaner energy sources while also providing more timely
cost recovery of investments. Alternative ratemaking models help balance different objectives to provide both incentives
for cost savings and reinforce investments that provide value to customers and support policy objectives. These



alternative models can give tilities the ability to explore new and evolving technology solutions as they determine what
delivers the best value for our customers today and in the future.

Our partnerships with regulators, private and public organizations and stakeholders are imperative to meeting customer
demand for new, innovative solutions. We leverage our expertise and experience to educate regulators and key
stakeholders about emerging technologies and associated issues.

Innovative Customer Offerings

e A Wind, Water and Sunlight (WWS) option in Virginia; WindChoice in Oklahoma; and the IM Green program in Indiana
and Michigan, allow customers to purchase the environmental attributes from renewable energy sources.

e The North Central Wind Energy Facilities project will offer additional opportunities for Southwestern Electric Power
Company (SWEPCO) and Public Service Company of Oklahoma (PSO) customers to purchase Renewable Energy
Credits (RECs).

e |&M’s EZ Bill for residential and small commercial customers offers a predetermined, fixed monthly charge for electric
service. This makes budgeting and financial planning easier for many of our customers.

e PSO’s Power Pay offers customers a voluntary prepaid billing option, giving them more control over when and how they
pay for their electric service.

e Appalachian Power (APCo) offers a seasonal rate in West Virginia that applies to electricity sales above a specific
threshold during winter months. As a result, customers with higher winter energy use — those with electric heating - will
see relatively smaller bill increases during winter months than they otherwise would.

¢ Virginia, Indiana and Michigan are implementing demand tariffs and time-of-day rates, including electric vehicle (EV)
charging rates. These rates offer customers lower-priced electricity when demand is low, encouraging EV charging
best practices and improving grid reliability and performance.

Expanding Broadband

Broadband technology has proven to be critical to the economic development and well-being of rural America and
underserved areas where coverage is lacking. It helps communities improve their capabilities for growth by enhancing
workforce-training opportunities. It also enhances the communities’ ability to attract large-scale business investments,
such as data centers and hospitals. It is also essential for the development of a modernized and integrated grid. We are
exploring new options for the dual use of fiber for grid modernization and enabling Internet Service Providers (ISPs) to
make the final connection to areas that lack broadband coverage. We are advocating legislation in many of our states that
would specifically authorize us to invest in “middle mile” fiber infrastructure that we could then lease to ISPs for the
purpose of their broadband service expansion.

In March 2019, Virginia lawmakers took steps to address the geographic disparities in broadband coverage in their state.
Lawmakers approved House Bill 2691, giving the state’s two largest electric utilities — including APCo — the green light to
pilot “middle mile” broadband projects. This infrastructure connects the networks and core routers on the internet to local
service providers and consumers directly. Importantly, the bill allows the companies to recover the cost of the pilot from
ratepayers. The final connection, called the “last mile,” would be the responsibility of third-party ISPs. On March 5, 2020,
we received approval from the Virginia State Corporation Commission to proceed with the Grayson Broadband Pilot— a
six-year program to install approximately 238 miles of fiber optic cable at a cost of at least $17 million.

In West Virginia, with the Broadband Enhancement Council’s support, we have proposed pilot projects to expand
broadband access to 31,000 unserved or underserved customers in Mingo and Logan counties. In Ohio, we are working
to update the law to allow electric utilities to act as broadband facilitators — a role that would allow us to work with ISPs to



provide middle mile fiber to expand broadband offerings to rural areas. We expect Ohio to review a comprehensive
broadband package in 2020. We are also working with legislators and regulators in other states to gauge interest, explore
options and support additional initiatives, such as Kentucky's KentuckyWired Program, which will expand access to
technology and its benefits.

In addition to delivering modern-day technology to unserved or underserved areas, expanding broadband is a potential
new business opportunity for AEP. Providing the means to extend high-speed internet to these areas also creates new
opportunities for home-based work and helps to power economic stability for customers and communities.

Public Policy & Issue Management

Similar to other companies, AEP has a public policy strategy that seeks to inform decisions made by Congress, the
Federal Energy Regulatory Commission (FERC), North American Electric Reliability Corporation (NERC), state
legislatures and regulatory commissions, and Regional Transmission Organizations (RTOs).

AEP’s Policy Advisory Team (PAT), consisting of senior executives across all business functions and departments,
considers policy options on issues of relevance to the company and supports internal policy analysis and debate. This
approach ensures that AEP is speaking with one voice and that all employees with external contacts are clear on our
policy positions and objectives. Since its inception in May 2017, the PAT has reviewed more than two dozen issues,
including 13 in 2019.

Climate & Lobbying

Some stakeholders are asking AEP whether our lobbying practices and the policy positions taken by trade organizations
to which we belong are in alignment with the Paris Climate Agreement. We believe in transparency and active
participation in public policy development, regardless of the issue or position. Moreover, AEP is a respected and sought-
after voice when it comes to energy policy-related matters in the U.S.

We report on our public policy positions, annual lobbying

and political contributions, policy on political contributions AEP's Political Engagement Policy
and trade association memberships. We post our political

engagement policy online and have consistently AEP's Anti-Corruption Policy
acknowledged our intent to participate actively in the

political process and in lobbying activities at the national,
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all of our efforts to focus on a single issue. We are obligated SR corporate total lobbying or
. . - I111000| potitical political portion
to deliver safe, reliable, affordable and secure electricity to ————— contributions of Trade Association
all of our customers, and we develop our public policy Dues/Payments

positions with that in mind. L
$7.4 million internal & external lobbying expenses

There are times, however, when the gap between outside

organizations’ advocacy and what we believe to be in the $439,950 total contributions made by AEP’s five PACs
best interests of our customers, employees and

shareholders causes us to leave those organizations.

Because climate change issues are intertwined with so many other issues, we need to be open to considering all sides
and compromising, if appropriate, to arrive at the best overall solutions for all involved. Being part of the dialogue is
important to us, because this is how we can ensure our ability to influence and engage on issues that are important to
AEP, our customers and our stakeholders.


https://aep.com/Assets/docs/investors/governance/political/AEPPOLITICALENGAGEMENTPOLICY2021.pdf
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REGULATORY AND PUBLIC POLICY

The energy industry is one of the most highly regulated sectors of the U.S. economy and is in the midst of a technology
and innovation revolution. Advances in technology are creating opportunities for AEP to integrate and modernize the grid
— making it smarter, more reliable and more resilient. With a smarter grid, our customers are empowered to actively
engage in their energy experience — giving them more control over how and when they use energy.

To meet our customers’ evolving expectations, we sometimes must reshape the regulatory compact. AEP’s footprint
includes 11 states with varying regulatory frameworks that are primarily governed by state legislatures who set policy
goals, which result in regulations created by state regulatory commissions. These state legislative and regulatory
environments work in conjunction with federal policies to define the parameters of AEP’s business and planning models.
They also affect a utility’s business decisions related to making investments and influence how the utility is able to recover
the costs of its investments.

Our priority is to maintain and operate a safe and reliable grid that is resilient and adaptive. Our generation, transmission
and distribution system investments directly affect our customers and shareholders. These investments must coexist with
regulation and policy considerations, such as environmental requirements and affordability. As our generation portfolio
becomes more decentralized and the company transitions to more renewables and distributed energy resources, it is
imperative that regulations evolve to meet the demands of today's emergent technologies and customer preferences. We
must perform this transformation in a reliable and deliberate manner for our customers while managing the financial risk
for our shareholders.

One approach includes identifying flexible or alternative ratemaking models that allow AEP to accelerate the conversion
toward beneficial electrification and the company’s transition to cleaner energy sources while also providing more timely
cost recovery of investments. Alternative ratemaking models help balance different objectives to provide both incentives
for cost savings and reinforce investments that provide value to customers and support policy objectives. These
alternative models can give tilities the ability to explore new and evolving technology solutions as they determine what
delivers the best value for our customers today and in the future.

Our partnerships with regulators, private and public organizations and stakeholders are imperative to meeting customer
demand for new, innovative solutions. We leverage our expertise and experience to educate regulators and key
stakeholders about emerging technologies and associated issues.

Innovative Customer Offerings

e A Wind, Water and Sunlight (\WWS) option in Virginia; WindChoice in Oklahoma; and the IM Green program in Indiana
and Michigan, allow customers to purchase the environmental attributes from renewable energy sources.

¢ The North Central Wind Energy Facilities project will offer additional opportunities for Southwestern Electric Power
Company (SWEPCO) and Public Service Company of Oklahoma (PSO) customers to purchase Renewable Energy
Credits (RECs).

e |&M's EZ Bill for residential and small commercial customers offers a predetermined, fixed monthly charge for electric
service. This makes budgeting and financial planning easier for many of our customers.

e PSO’s Power Pay offers customers a voluntary prepaid billing option, giving them more control over when and how they
pay for their electric service.

e Appalachian Power (APCo) offers a seasonal rate in West Virginia that applies to electricity sales above a specific
threshold during winter months. As a result, customers with higher winter energy use — those with electric heating - will
see relatively smaller bill increases during winter months than they otherwise would.

¢ Virginia, Indiana and Michigan are implementing demand tariffs and time-of-day rates, including electric vehicle (EV)
charging rates. These rates offer customers lower-priced electricity when demand is low, encouraging EV charging
best practices and improving grid reliability and performance.



Expanding Broadband

Broadband technology has proven to be critical to the economic development and well-being of rural America and
underserved areas where coverage is lacking. It helps communities improve their capabilities for growth by enhancing
workforce-training opportunities. It also enhances the communities’ ability to attract large-scale business investments,
such as data centers and hospitals. It is also essential for the development of a modernized and integrated grid. We are
exploring new options for the dual use of fiber for grid modernization and enabling Internet Service Providers (ISPs) to
make the final connection to areas that lack broadband coverage. We are advocating legislation in many of our states that
would specifically authorize us to invest in “middle mile” fiber infrastructure that we could then lease to ISPs for the
purpose of their broadband service expansion.

In March 2019, Virginia lawmakers took steps to address the geographic disparities in broadband coverage in their state.
Lawmakers approved House Bill 2691, giving the state’s two largest electric utilities — including APCo — the green light to
pilot “middle mile” broadband projects. This infrastructure connects the networks and core routers on the internet to local
service providers and consumers directly. Importantly, the bill allows the companies to recover the cost of the pilot from
ratepayers. The final connection, called the “last mile,” would be the responsibility of third-party ISPs. On March 5, 2020,
we received approval from the Virginia State Corporation Commission to proceed with the Grayson Broadband Pilot— a
six-year program to install approximately 238 miles of fiber optic cable at a cost of at least $17 million.

In West Virginia, with the Broadband Enhancement Council’s support, we have proposed pilot projects to expand
broadband access to 31,000 unserved or underserved customers in Mingo and Logan counties. In Ohio, we are working
to update the law to allow electric utilities to act as broadband facilitators — a role that would allow us to work with ISPs to
provide middle mile fiber to expand broadband offerings to rural areas. We expect Ohio to review a comprehensive
broadband package in 2020. We are also working with legislators and regulators in other states to gauge interest, explore
options and support additional initiatives, such as Kentucky's KentuckyWired Program, which will expand access to
technology and its benefits.

In addition to delivering modern-day technology to unserved or underserved areas, expanding broadband is a potential
new business opportunity for AEP. Providing the means to extend high-speed internet to these areas also creates new
opportunities for home-based work and helps to power economic stability for customers and communities.

Public Policy & Issue Management

Similar to other companies, AEP has a public policy strategy that seeks to inform decisions made by Congress, the
Federal Energy Regulatory Commission (FERC), North American Electric Reliability Corporation (NERC), state
legislatures and regulatory commissions, and Regional Transmission Organizations (RTOs).

AEP’s Policy Advisory Team (PAT), consisting of senior executives across all business functions and departments,
considers policy options on issues of relevance to the company and supports internal policy analysis and debate. This
approach ensures that AEP is speaking with one voice and that all employees with external contacts are clear on our
policy positions and objectives. Since its inception in May 2017, the PAT has reviewed more than two dozen issues,
including 13 in 2019.

Climate & Lobbying

Some stakeholders are asking AEP whether our lobbying practices and the policy positions taken by trade organizations
to which we belong are in alignment with the Paris Climate Agreement. We believe in transparency and active
participation in public policy development, regardless of the issue or position. Moreover, AEP is a respected and sought-
after voice when it comes to energy policy-related matters in the U.S.

We report on our public policy positions, annual lobbying ﬁ
=
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There are times, however, when the gap between outside
organizations’ advocacy and what we believe to be in the
best interests of our customers, employees and
shareholders causes us to leave those organizations.

$439,950 total contributions made by AEP’s five PACs

Because climate change issues are intertwined with so many other issues, we need to be open to considering all sides
and compromising, if appropriate, to arrive at the best overall solutions for all involved. Being part of the dialogue is
important to us, because this is how we can ensure our ability to influence and engage on issues that are important to
AEP, our customers and our stakeholders.

ETHICS AND COMPLIANCE

At AEP, we are committed to health, safety, financial, operational and environmental compliance while holding ourselves
to a high standard of ethical conduct — always doing what is right.

AEP’s Principles of Business Conduct places responsibility for acting legally and ethically with every individual — from the
Board of Directors and management to employees at all levels. We want employees to speak up, ask questions and
report potential violations without fear of retaliation. We promote our Ethics Program in tandem with our Culture Journey,
driving a culture that supports the interests of both employees and AEP by maintaining a vigilant approach to practicing
compliance and acting with integrity. We will continue to build a reputation of trust by holding people accountable and
taking appropriate actions when necessary.

In 2019, AEP’s Principles of Business Conduct training received a Silver Award from the Brandon Hall Excellence in
Learning program in the Best Advance in Compliance Training category for our compliance training program. This award
recognizes superior programs that are intended to meet a compliance business objective.

AEP Business Ethics Policies:

e Principles of Business Conduet No-Conduit Rule

e AEP’s Whistleblower e Security Information Classification Standards
Protection Policy e Appropriate Use of Company Assets
e AEP’s Employee Handbook e Prohibition Against Pornography and Offensive Material Policy
e Conflicts of Interest e Social Media Policy
e Bribes and Kickbacks e |Insider Trading Policy
¢ Gifts and Entertainment e Policy Development & Maintenance Policy
e Anti-Fraud e Policy Against Retaliation

e Pl Data Privacy Protection
Policy


https://aep.com/Assets/docs/investors/governance/political/AEPANTI-CORRUPTIONPOLICY.pdf
https://www.aep.com/Assets/docs/investors/governance/PoliticalContributionsRev3_17_4_1272752.pdf
https://aep.com/Assets/docs/investors/governance/political/AEPPOLITICALENGAGEMENTPOLICY.pdf
http://www.aep.com/Assets/docs/investors/governance/PRINCIPLES.pdf

e Records Retention Manual
e Antitrust

The Committee on Directors and Corporate Governance of the Board oversees AEP’s Corporate Compliance Program
and receives regular reports from the Chief Compliance Officer. All AEP employees are able to report concerns
anonymously or to seek guidance on ethical, safety or compliance matters through a confidential, 24/7 hotline. In 2019,
there were a total of 281 Concerns Line Calls, a decrease of 3% from the previous year.

Beginning in 2019, we require all employees to complete an annual conflict of interest training and disclosure survey. This
process of soliciting potential conflicts of interest is centralized and documented electronically, allowing our Ethics &
Compliance department to review and clear (or flag) conflicts as needed. We share learnings with employees and
managers to encourage and set clear expectations for ethical behavior.

In 2019, we launched a new Sexual Harassment Prevention Workshop, “The Power of Respect,” and began training
supervisors across AEP. This training ties into our safety culture of “See Something, Say Something, Do Something” to
go beyond compliance and understand what it means to work in a harassment-free workplace. In addition to the
interactive, peer-facilitated training, we provide supervisors with a toolkit to encourage workplace culture discussions. By
the end of 2020, all supervisors will attend a workshop, and we will begin training all employees.

Companywide Required Training:
e FERC Affiliate Restrictions
¢ FERC Standards of Conduct

o Principles of Business Conduct
e Conflicts of Interest

ENTERPRISE SECURITY

Like all major infrastructure, the nation’s power grid is
subject to an array of threats, from naturally caused
phenomena such as extreme weather to vandalism,
terrorism and insider risks that jeopardize reliability, safety
and data security. The stakes are high; our responsetoan
event affects our customers, our reputation and the reliability
of the power grid.

AEP evaluates cyber and physical security risks using our
risk management process, providing a more
comprehensive approach to understanding and managing
these risks in relation to other enterprise risks. It also
enables decision-making based on the level of acceptable
risk, as well as our priorities and resources.

The harsh reality of the digital world is that our infrastructure ~ AEP's Defense in Depth approach to cyber and physical security
is under constant threat from cyber and physical attacks. allows us to deal with threats in real time. These strategies
Third-party products and senvices create new and growing include monitoring, alerting and emergency response; employee
. . . ) education; forensic analysis; disaster recovery; and criminal

risk to the power grid, prompting new regulations to protect activity reporting.

it. As the threats become more sophisticated and far-

reaching, it is a constant challenge to achieve the right level of risk management. AEP’s comprehensive security strategy

— known as “Defense in Depth” — assumes a broader range of possibilities, such as physical theft, unauthorized access to
data, and incidental threats that do not specifically target protected systems or assets.



Cyber & Physical Security

Businesses need to grow and innovate, which includes adopting new technologies, developing new and improved
products and services for customers, and finding new revenue streams, channels and ways of creating value. Often, this
involves digitalization and automation, opening the door to new threats and security risks to the electric power grid.

In addition, new mobile apps and services that we develop
or purchase for customer use, along with our own increasing
reliance on cloud-based programs, increases external
connectivity to our network. This creates new entry points for
potential attackers and poses new challenges for grid
security. Our security access program monitors and
manages these connections while providing controlled
access that allows us to get our work done. We consider
and test possible ways attackers could breach our systems.
It is not a matter of whether it will occur but when. Our
strategy includes preparation for recovery if a breach
occurs, through policies, procedures and technology, as well
as through educating our workforce about the growing
threat.

Our mission is to protect AEP’s assets and information, enable

AEP learns from and takes actions based on real-world . .

) the business to work securely and efficiently, and educate
events. Our Defense in Depth approach to cyber and employees and contractors about their responsibility to keep
physical security allows us to deal with threats inreal time.  AEP secure.

These strategies include proactive threat intelligence,

monitoring, alerting and emergency response; employee education; forensic analysis; disaster recovery; and criminal
activity reporting. Through rapid notification and response when attacks and disasters are underway, we can reduce the
impacts of cyberattacks and avoid or mitigate the damage before experiencing the full impact of the threat.

Every two years, we test our operational response to potential power grid vulnerabilities or emergencies through GridEx
exercises developed by the North American Electric Reliability Corporation (NERC). These exercises allow AEP to
practice and prepare our response to potential emergency scenarios in a controlled environment. This ensures we have
the proper policies and procedures in place should an event occur. Through this controlled exercise, we can see how our
policies and procedures are helping us respond to various events ranging from cyber and physical attacks to loss of our
situational awareness tools.

In 2019, GridEx V tested operational response to multiple crises, including power outages, cyber-attacks on grid control
systems, and physical attacks on infrastructure. AEP was one of more than 425 organizations from across the electric
power industry and federal and state government agencies that participated in the drill.

In 2019, AEP employed a new scanning technology to check for vulnerability across a wider range of assets. This new tool
allows us to scan both our Information Technology and Operational Technology, giving us greater insight into new areas of
the network that may be vulnerable to a cyberattack. This reduces risks that could potentially jeopardize the security and
reliability of data, the grid and our operating and control systems. It also improves our capability for monitoring, mitigating
and alerting new risks of vendor-supplied equipment, operating systems and software connected to the internet.

Cloud computing has created new opportunities for AEP, and as we expand and rely upon these capabilities, we must
mitigate the corresponding cybersecurity risks. We have aligned closely with AEP’s Information Technology Cloud Center
of Excellence to establish a proactive approach to address security risks associated with the cloud. Our Cloud Security
Focus group leads our efforts to establish a strategy for various forms of cloud computing consistent with the Cloud
Security Alliance (CSA) framework to develop a security roadmap.

AEP continues to be a leader in cyber security through participating in — and leading — industry and regulator-hosted
discussions. Our collaboration with the National Governors Association (NGA) allows us to improve our coordination with
government in responding to natural disasters and to physical and cyber risks or attacks. We are participating in
workshops for states and the National Guard due to their pivotal role in disaster response. We also partner with private
sector companies and government agencies to secure the grid.



Drones have great potential to improve efficiency and safety but can also pose physical and cyber risk. AEP’s Drone
Governance Team develops consistent processes and policies for drone usage. We are currently in the process of
acquiring a new drone management software program to assist in tracking our inventory, training, maintenance and pilot
data. We now require all newly purchased drones to be approved by the Chief Security Officer after review by the Cyber
Security Team.

Cyber Security Governance

The cyber and physical security of the bulk electric system (BES) is highly regulated by the federal government through the
North American Electric Reliability Corporation (NERC) Critical Infrastructure Protection (CIP) Reliability Standards. We
are routinely audited for compliance with federal standards in both cyber and physical security. In addition, the Board of
Directors and the Audit Committee review our cyber and physical security efforts.

AEP’s NERC compliance governance structure was developed specifically to respond to the current compliance
environment and provides the direction, agility and organizational support needed to implement an industry-leading NERC
compliance program.

Learn more in the NERC Compliance section.

To ensure our security controls are comprehensive, effective and in compliance with regulatory requirements, we have
established a robust, collaborative security policy management program that aligns with the National Institute of Standards
and Technology (NIST) Cybersecurity Framework. Our resulting policies and standards are jointly developed with AEP’s
business areas, through the Enterprise Security Advisory Council, to maximize adoption and implementation of standard
controls, thereby reducing security risk to AEP.

We classify all BES facilities based on their criticality to determine the level of physical security needed. This approach
allows us to design security controls for new infrastructure from the start, building the costs into capital projects as needed.
It also allows us to be more proactive with new and existing infrastructure while balancing risks with mitigation solutions.

Security Awareness & Training

Our most important partners in protecting AEP’s cyber and physical security are our employees. AEP’s Security
Awareness program reduces risk by promoting security best practices and providing awareness education to our
employees and contractors. The success of our program depends on constant communication and reinforcement. Our
mission is to protect AEP’s assets and information, enable the business to work securely and efficiently, and educate
employees and contractors about their responsibility to keep AEP secure.

AEP’s Security Training Efforts

e Training covers a wide variety of topics such as policies and standards, domestic violence, workplace
aggression, personally identifiable information (Pll), password protection and active shooter situations.

e All AEP employees and contractors are required to complete annual Security Awareness Training,
which covers issues such as tailgating, access management, phishing and other areas that affect day-
to-day security.

e New employees receive training to educate them on their role in protecting the grid as well as
information about AEP’s security standards and tips to stay safe online.

e We provide NERC CIP Cyber Security Training for employees and supervisors with NERC CIP access.
We also provide training on AEP’s NERC CIP Information Protection Program.

Learn more about our employee training for workforce safety and security.


http://aepsustainability.com/energy/reliability/
http://aepsustainability.com/social/safety-health/workforce-safety/

Insider Threat

Threats to the grid can also come from within. In response, AEP established an Insider Protection and Prevention
Program (IP3). To ensure best practices, we use insights and recommendations from security experts to develop a risk-
based approach that continually identifies, assesses and ultimately protects AEP’s critical assets from insider threats. All
employees, contractors and other business partners that have access to any critical assets including personnel, facilities,
information, equipment, networks and systems, are included. A cross-functional executive team composed of Physical
Security, Cyber Security, Human Resources, Business Ethics and Compliance, Legal, and Information Technology
oversees the program.

One of our greatest threats comes from phishing attacks on our system. Phishing is a form of attack in which malicious
emails seek to obtain sensitive information such as user names, passwords, credit card details and other corporate data.
Cyber criminals know that humans are the weakest link when it comes to protecting corporate data, and are continuously
creating more sophisticated phishing emails to exploit this weakness. In early 2020, AEP adopted a new Phishing
Accountability policy to educate employees on how to better identify risky emails and to hold employees accountable for
doing so. We test our employees’ ability to detect malicious emails with periodic phishing simulations. Employees who
fail a phishing simulation, receive further education and training. Continued failure to identify risky emails could also result
in disciplinary action.

Supply Chain Security

Third-party risk is a major challenge to power utilities as malicious actors have targeted equipment, software and service
vendors with an increasing number of attacks. Our Third-Party Risk Governance Committee consists of our Chief Security
Officer, Chief Procurement Officer, Chief Risk Officer, Chief Information Officer and Legal. This committee reviews
performance of our third-party risk program, provides guidance and approves changes to the program and assessment
processes. All primary contracts must abide by our security requirements.

Following approval from the Federal Energy Regulatory Commission (FERC), NERC has expanded the CIP Reliability
Standards to require utilities to develop a plan for managing cyber-related risks within their supply chain. The effective
data of the new standards was delayed to October 2020 due to the pandemic. The new standards require utilities to rank
vendors based onrisk and verify the authenticity of software manufacturers and the integrity of that software.

AEP has joined Fortress Information Security in launching the Asset-to-Vendor Network (A2V) for Power Utilities, a joint
venture to promote collaboration among electric companies and reduce the costs associated with cybersecurity regulatory
compliance. This network collaborates to evaluate and clear vendors for utility work, augmenting AEP’s existing evaluation
process.

RESPONDING TO THE COVID-19 PANDEMIC

Like the rest of the world, the COVID-19 pandemic has had a profound impact on AEP, our employees, customers and
communities. We are taking proactive and necessary measures to address the pandemic, keeping health and safety as
our top priorities. We activated our emergency oversight structure and incident management teams in accordance with
AEP’s Infectious Disease Plan.

Due to the critical nature of the services we provide, AEP has business continuity and emergency preparedness plans in
place to address all types of emergencies, including a pandemic. This allows our crisis response team to take immediate
action when an emergency arises. During the COVID-19 pandemic, our teams are closely monitoring the situation to
continuously educate and communicate with our employees, partners and customers about the impacts and threats of the
virus. We are also collaborating with our peer companies, government experts and public health agencies to adjust our
response, as the situation rapidly evolves.

We are taking significant steps to keep our employees healthy while ensuring our ability to serve our customers. This
includes:



e Instructing all employees who were able to work from
home to do so to help prevent the spread of the virus;

e requiring employees working within 6 feet of one
another for prolonged periods to wear a face covering
if social distancing cannot be maintained,;

e self-monitoring for symptoms by employees and
contractors who are critical to business operations;

e closing all AEP facilities to outside visitors; and

e curtailing all non-essential travel and participation in
face-to-face meetings.

Our line workers and other employees critical to maintaining
service and deemed Essential Critical Infrastructure
Workers by the U.S. Department of Homeland Security have
been directed to work in smaller teams, adjust work Charge refactored its 3D printers to produce 1,200 face shields
schedules, practice social distancing, monitor themselves during the COVID-19 pandemic.

for any symptoms and take other preventative measures

recommended by the Centers for Disease Control and Prevention.

In addition, as employees grappled with unprecedented challenges and personal demands arising from the COVID-19
pandemic, AEP worked to develop a comprehensive set of pay and leave programs to support employees across a wide
range of situations. This was guided by a goal to protect and provide fair continuation of wages and benefits while limiting
exposure risk to protect the health of employees and their families.

Being mindful of the financial hardships and concerns our customers may have been facing, we have temporarily
suspended all service disconnections for non-payment. We urged customers to try to keep their accounts current,
however, if a customer is having trouble paying their bill, they can contact us by phone or through one of our social media
platforms to arrange payment options. We are also continually monitoring and working to heighten employee and
customer awareness of scams and cyber security risks that are emerging during this pandemic.

During the pandemic, the American Electric Power Foundation committed to donating $3 million in emergency relief funds
to support basic human needs and help address the hardships faced by customers and communities. Grants were made
to nonprofit organizations across the AEP service area. In addition, we donated approximately 9,000 N95 masks,
110,000 nitrile gloves and 1,200 plastic face shields to health care facilities in the states we serve.

We have dedicated internal and external websites to provide updates to our stakeholders as the situation progresses.
This includes recommendations on actions to prevent virus transmission, guidance for employees who may have
contracted or come into contact with someone with COVID-19 and resources for our customers, communities and
business partners. AEP’s Chairman, President and CEO, Nick Akins, communicated with employees through a series of
video messages committing to ensuring employees have the proper support and resources needed during this
unprecedented time.

ENTERPRISE RISK & RESILIENCY

AEP’s Enterprise Risk & Resiliency team works with business units and operating companies to proactively identify,
assess, mitigate and manage risks. The team, which is comprised of the Enterprise Risk Oversight (ERO), Crisis
Response and Enterprise Business Continuity & Resiliency (EBCR) teams, helps AEP better understand the full picture of
a risk and the disruptions it can cause.

ERO defines and oversees the consistent application of AEP’s risk management process in conjunction with our business
units and operating companies. Application of the risk management process helps us identify strategic, financial,
operational and regulatory risks, assess the threats and controls, evaluate the risk, plan mitigation strategies, and monitor
risks for changing conditions.

Risks are reported by business units or operating companies to ERO. The Chief Risk Officer reports a summary view of
risks to the Risk Executive Committee, which consists of senior leaders, to illustrate risk ranking and remediation dates
and, ultimately, gain consensus on an action plan. This summary is then discussed and reviewed by the Audit Committee



of the Board of Directors.

AEP’s Crisis Response team is responsible for the ongoing
development and maintenance of emergency response
plans and the associated strategies and actions to address
our response to an event. Well-planned and executed
responses can reduce the impacts to AEP and to our
customers, shareholders and communities we serve.

The EBCR team defines and oversees AEP’s business
continuity process and supports our business units and
operating companies in planning and preparation. This
support ensures our organization’s critical business
functions and core assets — our people, equipment,
technology, facilities and vendors — can continue to operate
in the event of an emergency or can recover to an
operational status within a defined timeframe. Plans are
developed and tested to continuously improve our ability to effectively respond and recover in the event of an emergency.

AEP’s new 10,000-square-foot, state-of-the-art Tier 3 data
center serves as the backup data center for disaster recovery.

The risk of a cyberattack is an example of a risk that could interrupt business operations and affect several of our core
assets. In 2019, AEP strengthened its integrated cyber response plan, which defines various levels of an event and uses
an Incident Command System (ICS) structure to outline roles and responsibilities for response personnel. The plan brings
various business units from across the enterprise into a single, unified response and organizational reporting structure if a
cyber-incident were to occur. We have conducted exercises through enterprise tabletop incident simulations to test the
plan. The ICS structure is also used for other crisis events, including the coronavirus pandemic.

In 2020, AEP’s 10,000-square-foot, state-of-the-art Tier 3 data center became fully functional. This data center serves as
the backup data center for disaster recovery, ensuring flexibility and reliability for business-critical applications. It serves
as a critical component to AEP’s Cyber Security and Technology Reliability programs.

As we have seen through recent events in California, wildfires can represent a serious risk to the electric grid and
surrounding areas. AEP has evaluated this risk, and while our exposure is significantly lower given the location of our
service territory, we will continue to monitor it as part of our ongoing risk management process. In addition, AEP is
participating in the new CEO-led task force launched by the Edison Electric Institute (EEI) to address the growing threat of
wildfires to the power sector.

Data Privacy & Protection

AEP believes that strong data security and privacy protections, utilizing technology and internal policies and practices, are
vital for effective and trusted interactions. To accomplish our objective, AEP is enhancing the protection of high-value data
through improved data inventory practices, security protocols, data lifecycle management and leadership accountability.
This aligns with AEP’s multi-year Personally Identifiable Information (PIl) protection program that lays the foundation for
this new initiative.

AEP continues to drive down the volume of Pll storage repositories, achieving a reduction of 9% in 2019. In mid-2019,
AEP completed a two-year project to deploy a Personal Data Portal to better protect the Pll of incoming contractors. By
the end of 2019, the Portal protected over 16,500 individual pieces of Pll during electronic transit and significantly reduced
the risk of unauthorized access, inappropriate use and accidental data loss.

AEP continues to leverage its Enterprise Data Privacy Governance Committee to revise our customer data privacy policy,
address third-party risk of sharing customer data with aligned business partners, and better coordinate data access and
privacy-related activities across our multiple jurisdictions. The Committee also monitors and coordinates our response to
the changing legislative and regulatory landscape regarding data access and consumer privacy at the local, state and
federal levels. The most consequential data access and privacy proceedings in 2019 were at the federal level, as well as
in Ohio, Michigan, Virginia and Arkansas. AEP believes it is our corporate responsibility to advocate for prudent policies
related to customer data access and consumer privacy regarding access, use, misuse, disclosure and loss.

The customer data privacy policy revision will incorporate a clearer commitment to customer privacy and data protection,
details about the types of data AEP collects from its customers and website visitors, and better transparency into how we



use customer data to provide electric power and related services. We remain committed to providing our customers with
information about how customer data is collected, stored, protected, used and disclosed.

AEP recently engaged with a certified Capability Maturity Model Integration (CMMI) Institute Partner to facilitate a detailed
analysis of its current data management practices against the Data Management Maturity (DMM)S'VI Model. The analysis
provides precise measures and information about strengths and achievements, which can be leveraged. It also illustrates
gaps, challenges and a number of specific improvements, as well as a roadmap for rapid acceleration of capabilities. The
purpose is to improve and consolidate our data management practices so that we treat our data as an asset that supports
our business operations appropriately and is “fit for business.” AEP is the first electric power company in the world to
conduct a comprehensive evaluation of data management capabilities against the DMM, taking a leadership role in the
industry.



A CLEAN ENERGY FUTURE

The transition to a clean energy future is well underway, and AEP is making good progress. From diversifying our
resource portfolio, deploying technologies to mitigate risk, modernizing the grid and working with our industry peers to
achieve a low- to no-carbon future, we are at the forefront of this transformation. Climate change remains a significant risk
and opportunity for which we are preparing to ensure we can deliver the clean, safe, reliable and secure electricity our
customers expect from us, now and in the future.

We continue to monitor a variety of increasingly significant
issues, including climate change legislation, which might
receive consideration in the U.S. House and Senate after
the 2020 election.

We are engaging many different stakeholders to understand their concerns and address their questions about our plans.
In 2020, we are conducting a deeper analysis of how climate-related risks and opportunities may play out under different
scenarios, the potential impact they could have on our company, and the new business opportunities they may provide.
We expect to publish our findings by the end of the year.

In 2019, we revised our carbon emission reduction goals because we had already achieved significant emission
reductions ahead of schedule. Our new 2030 goal is to reduce CO2 emissions by 70% from a 2000 baseline. Through
2019, we achieved a 65% reduction in carbon emissions from our 2000 baseline. Our progress has been quicker than
expected primarily due to lower utilization of coal generation accelerated by falling energy prices caused by low natural
gas prices and the growth of subsidized renewables with zero fuel cost. We expect our 2050 goal to exceed 80%
reduction and achieve larger reductions — with an aspiration of zero emissions. We committed to our stakeholders that we
would review these goals annually as public policies, regulations, resource plans and advancing technologies change. Our
new goals reflect this, and we are confident in our ability to achieve them.

Often, we are asked about our schedule for phasing out all coal units. We have been very transparent about planned
retirements and sales of our coal units once they are confirmed. We believe it would be irresponsible and potentially
harmful to our customers, employees, communities and regulatory commissions to follow any other path. These actions
must occur in concert with our regulators and in the best interests of our customers. As we go through this process, our
intent is to work collaboratively with those affected by these decisions.

Since 2011, AEP has retired more than 8,600 MW of coal-fueled generation; by the end of 2020, an additional 1,111 MW
will be retired. Within the next 10 years, we plan to retire an additional 2,631 MW when we retire the Dolet Hills Stationin
Louisiana, Northeastern Unit 3 in Oklahoma, Rockport Unit 1 in Indiana, and the Cardinal Plant in Ohio. At the same time,
we are continuing to grow our renewable portfolio. Our integrated resource plans suggest that this generation will include
approximately 8,000 MW of wind and solar and 1,600 MW of new natural gas in our regulated utilities by 2030. These
forecasted resource additions are ultimately subject to regulatory approval. Concurrent with this, we continue to grow our
competitive renewable portfolio across the country.

Managing Climate Risk

AEP governs climate change risk through our Enterprise Risk & Resilience process. In 2019, we added climate change
risk to the Material Risk Summary Watch List. Previously, we monitored climate change risks as part of our overall
environmental risks.

We provide updates to management several times per year. AEP’s Board of Directors also monitors climate risks and
reviews potential opportunities as part of its oversight role. Discussions about carbon and climate risks and opportunities
occur during Board meetings, strategic planning, and scenario planning and analysis sessions.

We monitor many types of climate-related risks. These range from the potential financial impact of earlier retirements of
legacy fossil fuel units to the possibility of future regulation that may put a price on carbon. To mitigate these risks, we are
optimizing the use of our remaining coal units and continuously evaluating their remaining useful lives. This process



informs the decisions we make about how we offer our units for service, how we invest additional capital to keep them
operational or whether we choose to retire them.

Read more about AEP’s climate risk strategy in our 2018 clean energy report.

One misconception about AEP’s business is that we own and operate a natural gas distribution system similar to some of
our peers. This comes up in the context of greenhouse gas emissions from natural gas, most notably fugitive methane
emissions. AEP does not own or operate natural gas distribution, although we do use natural gas to generate electricity.
The direct fugitive emissions from this process are minimal for AEP. However, the electric and gas industries realize that
methane emissions are an important concern and have teamed up to include natural gas methane emissions in the annual
EEIESG/Sustainability Report. Participating companies with electric and gas operations provide data for both.

Technology and Climate

While there are many uncertainties about the future and climate change, the fact that technology will play a vital role is
indisputable. Predicting which technologies will emerge as leaders is much more difficult. AEP is proactively seeking new
technologies that will enhance service to customers, improve efficiency and help us accelerate the transition to a clean
energy future. We are actively looking at battery storage technology as an enabler of future efficiencies for the grid,
including increased use of intermittent renewable resources. We are also monitoring more advanced technologies, such
as carbon capture and sequestration, hydrogen fuel cells and small modular nuclear reactors. These longer-term
technology developments could have promise for a carbon-free future. Our efforts to increase adoption of electric
transportation also provide substantial environmental and economic benefits. Learn more about these activities in the
Electric Transportation section of this report.

In addition, AEP is a founding member of the Electric Power Research Institute’s (EPRI) Low Carbon Resource Initiative.
This five-year research and development project will design pathways for the energy sector to advance low-carbon
technologies for large-scale deployment. The goal is to enable a risk-informed understanding of the options and
technologies we can use to facilitate significant economy-wide decarbonization. The partnership between utilities, EPRI
and the Gas Technology Institute will also explore global partnerships and demonstrations to accelerate the most
promising options.

In 2019, AEP received an EPRI Technology Transfer Award in recognition of our work on the Integrating Technical
Analyses of Climate-Related Science into Company Climate Risk Assessment, Planning, Greenhouse Gas Goal Setting
and Outreach project. This project provides a technical foundation to inform company decision-making and stakeholder
discussions regarding climate risk assessment and greenhouse gas emissions goal setting.

Learn more about AEP’s investment in and commitment to innovation and technology.

Just Transition

The concept of Just Transition posits that climate change is not only an environmental disruption; it is a social and
economic disruption that affects those who are most vulnerable. It suggests that when a generation unit is retired ina
community, where it is often the largest taxpayer and employer, the decision should be accompanied by a plan to help the
community rebuild the social systems lost by the plant retirement. When AEP announces plans to retire generating units,
we work with our employees to help them find new jobs within AEP or provide outplacement services to help them find
new jobs if they cannot relocate. Our first concern is our people, and we are aware that plant closure decisions are life
changing for employees.

Inaddition, AEP has a long history of pursuing and attracting economic development to our communities. This became
more urgent when we started retiring coal plants during the past decade. Our economic development teams provide
training and resources to local officials, giving them the tools to independently grow and diversify their communities. We
also invest in local training and education programs that help people develop new skills needed in today's workforce.

One of AEP’s most significant efforts is Appalachian Sky, an initiative to attract the aviation and aerospace industry to
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central Appalachia. Since 2017, this program has been helping revitalize some of the communities hardest hit by changes
in the coal industry. A comprehensive workforce analysis found that coal industry workers have the skills that aerospace
and advanced manufacturing companies need. Through this effort, several counties in Kentucky and West Virginia are
certified as AEROready, meaning they are excellent locations for these types of businesses. AEP is making targeted
efforts to help revitalize these states and diversify their economies to attract new industry and jobs, and to empower local
leaders to take charge of rebuilding their communities.

In addition to economic development, AEP has a strong commitment to meeting basic human needs, such as hunger and
housing, access to broadband, and education. We address this through philanthropic giving and volunteerism. AEP’s
responsibility is to help build sustainable, vibrant communities and help them transition to a clean energy economy. When
they succeed, we succeed.

ENVIRONMENTAL REGULATIONS

At AEP, noncompliance is not an option. We are committed to complying with all applicable environmental regulations
and being good stewards of natural resources. To help us achieve operational excellence, we push ourselves toward
prevention, accountability, engagement and continuous improvement.

The primary federal statutes we are subject to include the
Clean Air Act, Clean Water Act, Resource Conservation
and Recovery Act, Endangered Species Act and Safe
Drinking Water Act. Environmental regulations developed
under these laws are revised periodically, and it is critical
that we stay current with changes to ensure we remainin
compliance. As the scope and stringency of environmental
regulations evolve, we face technical, operational and
financial challenges that are common for our industry. These
challenges include uncertainties with timing, scope and
magnitude of future environmental regulations, which
influence our decisions to upgrade or retire generating units.
They also affect the planning process for new generation
and transmission projects across our industry.

One way we check on our own compliance is through internal
audits which provide additional focus on controlling risks and
providing assurance.

We actively participate in the development of regulations at
the federal, state and local levels to ensure that new
requirements are achievable, based on sound science,
consistent with statutory authority and balanced with other rulemakings. New requirements should also consider the cost of
compliance for customers and allow sufficient time for compliance.

For full disclosure on regulations affecting AEP, please read our 10-K.

Long after we retire plants, our responsibility to environmental compliance continues for requirements that remain in effect
at AEP-owned properties. This includes many existing state environmental requirements, in particular those related to the
management of water and coal-combustion residuals. We continue to work closely with regulators and our local
communities as we move through the decommissioning process.

Environmental Compliance

Our facilities are subject to a variety of environmental, regulatory and permitting requirements at the federal, state and
local levels with which we must comply. Our goal is zero — zero violations of environmental regulations or laws and zero
enforcement actions. We are subject to routine environmental inspections of our facilities through scheduled and
unannounced visits. During these visits, regulators inspect physical facilities and monitor our compliance with regulatory
requirements, permit limits and recordkeeping obligations.


http://services.corporate-ir.net/SEC/Document.Service?id=P3VybD1hSFIwY0RvdkwyRndhUzUwWlc1cmQybDZZWEprTG1OdmJTOWtiM2R1Ykc5aFpDNXdhSEEvWVdOMGFXOXVQVkJFUmlacGNHRm5aVDB4TWpjeU5qVTVOU1p6ZFdKemFXUTlOVGM9JnR5cGU9MiZmbj0xMjcyNjU5NS5wZGY=

Whenever agencies identify concerns, we work with them to address those issues in a timely fashion. This could include
identifying and implementing any corrective measures needed to mitigate future risks.

One way we check our own compliance is through internal environmental audits. Audits provide additional focus on
controlling risks and providing assurance that robust compliance processes are developed and implemented systemwide.
In 2019, we conducted internal audits of environmental programs at 54 locations.

Environmental audits reveal potential gaps in performance that are related to regulatory requirements and company
policies and that require remediation. These could include areas such as recordkeeping, inspection criteria, training
topics, and equipment configuration. Auditors also recognize practices that go beyond regulatory requirements to bring
about robust and sustained compliance. Although reports are site-specific, we aggregate and share results and best
practices across our entire system to improve performance throughout AEP.

Environmental Performance

AEP’s Generation business unit has long used metrics to encourage self-reporting of events and to improve
environmental performance. Our Environmental Performance Index (EPI) includes annual goals related to opacity, water
discharge permits and oil and chemical spills. The EPI helps to keep prevention front of mind, encourages sharing of best
practices and drives us to be more proactive in protecting the environment. Reinforcing its importance, we tie our
Generation group’s incentive compensation to EPI performance.

We set annual targets focusing on continuous improvement as we strive for zero enforcement actions and zero events. In
addition, AEP’s Generation organization instituted an Environmental Good Catch program, similar in manner to our Safety
and Health Good Catch program. A “Good Catch” is an observation or recognition of a condition that could lead to a
reportable environmental event and the subsequent actions taken by employees to correct the situation, preventing the
event from occurring. This demonstrates AEP’s commitment to an engaging and accountable culture — using knowledge
sharing and lessons learned to prevent future non-compliance events.

Environmental compliance is a high priority for the lifecycle of every project we undertake. In our Transmission business,
where a great deal of construction is taking place, project teams must complete a mandatory environmental compliance-
training program. Our environmental specialists and engineers also provide support to ensure we achieve full compliance
with environmental permit requirements. Our compliance record is excellent, especially given the scale of our business
operations and we are always striving to do better.

AEP has made, and continues to make, significant long-term investments in environmental controls to reduce the impact
of how we generate electricity. From 2000 through 2019, AEP invested approximately $9 billion in environmental controls,
primarily related to the Clean Air Act. These investments subsequently resulted in significant emissions reductions. Since
1990, AEP reduced its annual emissions of sulfur dioxide (SO2) and nitrogen oxide (NOx) by approximately 97% and
94%, respectively. Since 2001, AEP reduced its annual mercury emissions by approximately 97 %.

Additional information about mercury is located within the Toxics Release Inventory program. Read more information
about carbon emissions.


https://www.aep.com/requiredpostings/tri/
http://aepsustainability.com/environment/carbon/
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In 2019, AEP received approval for a modified agreement that will accelerate emission reductions from our remaining
coal-fueled power plants in the Midwest, eliminate a requirement to install high-cost environmental controls at the Rockport
Plant in Rockport, Indiana, and retire Rockport Unit 1 (1,310 MW) by the end of 2028. Learn more about this modification.

We report annually on our compliance with the consent decree requirements. The reports are available here:

¢ 2019 NSR Annual Report
e 2018 NSR Annual Report
e 2017 NSR Annual Report
¢ 2016 NSR Annual Report
e 2015 NSR Annual Report
¢ 2014 NSR Annual Report
e 2013 NSR Annual Report

WATER MANAGEMENT

Water is essential for the production of electricity. Currently, 91% of power generated by AEP requires water. Water is the


http://aepsustainability.com/environment/docs/2019-NSR-AnnualReport.pdf
http://aepsustainability.com/environment/docs/2018-NSR-AnnualReport.pdf
http://aepsustainability.com/environment/docs/2017-NSR-Annual-Report_1_1503742.pdf
http://aepsustainability.com/environment/docs/2016-nsr-annual-report_1-2018.pdf
http://aepsustainability.com/environment/docs/2015-nsr-annual-report.pdf
http://aepsustainability.com/environment/docs/2014-NSR-AnnualReport.pdf
http://aepsustainability.com/environment/docs/2013-NSR-AnnualReport.pdf

fuel in our hydroelectric turbines and the steam electric process to produce steam and cool equipment, and is also used to
scrub flue gas and transport combustion residuals. We return most of the water we use to its original source. Water
consumption occurs when some of it is lost to evaporation or to a process, such as flue gas scrubbing, where itis
released as water vapor. Our coal and natural gas supply chains rely on water to mine the coal and extract the natural gas.

Since 2014, we have reduced our water use from 7,382 million gallons/day (MGD) to 3,980 MGD - a reduction of nearly
46%. During that same timeframe, we also reduced our water consumption by almost 46% from 223 MGD to 121 MGD.

We participate in collaborative industry water “footprint” research to find new ways to reduce the use and consumption of
water by power plants. A water “footprint” is the amount of water used in the production of the goods or services by a
business — for example, the amount of water needed to make a pair of jeans or to produce a kilowatt of electricity. We are
working with EPRI to test the application of a water footprint tool. This analysis will help us better understand how we use
water resources, which will support better water management, reporting, benchmarking and disclosure activities at AEP’s
generation facilities.

Water Use Reporting

Because we place a high value on the importance of

transparency, AEP extensively reports on our usage and

management of water throughout our system in different

forums. We do this through both required reporting, such as the U.S. Energy Information Administration, and through
voluntary reporting efforts. For example, we participate annually in the CDP Water Survey and provide extensive water
data in our Global Reporting Initiative (GRI) report.

Water Management in High-Risk Areas

AEP operates several power plants in drought-prone regions of the country that require careful management of water use.
Since 1999, the Texas Commission on Environmental Control has mandated that all Texas water rights holders implement
a water conservation plan. The plan must include voluntary, site-specific five-year and ten-year water conservation goals,
as well as cost-effective solutions to ensure adequate water supply for all users in their regions. We update these plans
every five years. In addition, we file annual updates with the Texas Water Development Board. We have comprehensive
water conservation plans in place for the Oklaunion, Pirkey, Welsh, Wilkes and Knox Lee Power Plants. In 2019, the plants
conserved an estimated 812 million gallons through these plans, demonstrating the effectiveness of this management
approach.

In addition, we have a Drought Contingency Plan for the Knox Lee Plant and must comply with Drought Contingency Plans
for three water providers who supply water to operate the plant.

AEP serves on the Texas Water Conservation Advisory Council, which makes recommendations to the state legislature
every two years regarding the status of water conservation in Texas. We also support the Northeast Texas Regional Water
Planning group.

Watershed Protection

Water is important to power production, but it is also essential for agriculture, drinking water and economic growth. In
addition to planning for water needs, the states of Texas and Arkansas have initiatives to protect watersheds, and AEP
participates in those. For example, in Texas, AEP participates in a state-mandated effort to quantify necessary
environmental flows for streams and rivers. Environmental flows are the properties of water flow that strengthen or support
aquatic ecosystems and human livelihood.

In addition, AEP participates in voluntary efforts to protect the watershed of Caddo Lake, a Ramsar Convention
designated wetland area. The Caddo Lake Ramsar wetlands is one of only 26 such sites in the United States. In
Arkansas, AEP remains involved in the lllinois River Watershed Partnership, which has increased its efforts to plant trees
and bushes to stabilize riverbanks. Recently, the AEP Foundation presented the Partnership with a $200,000 grant to
support environmental education through 2021. In 2020, AEP joined EPRI's Ohio River Interest Group. This will enable
AEP to remain informed about Ohio River issues, such as invasive species, algal blooms, fish passage and endangered
species management.


http://aepsustainability.com/performance/esg-reports/
http://aepsustainability.com/performance/esg-reports/

WASTE MANAGEMENT AND RECYCLING

We manage many types of waste resulting from the process
of providing electricity, operating office buildings,
construction, and repairin laci i . W. 2

. , pairing and replacing equipment. We 1 59'300
continue to reduce and divert waste from landfills through pounds of paper + mixed office waste
beneficial reuse or recycling to minimize our environmental

impacts caused by waste. ﬁ 28'950'000 430,000

pounds of scrap metal pounds of electronic equipment,

The amount of polychlorinated biphenyl (PCB)-containing such as computers and phones
equipment used across the company continues to decline.

PCBs, known to have adverse health effects, have not been @ 44'500 g 725'500
used in new electrical equipment in the U.S. since 1979 but pounds of light bulbs gallens of used oil

are present in some of our older transformers and other

pieces of electric equipment. We removed and recycled approximately 41,500 pieces of electrical equipment in 2019,
and more than 1,000 of those contained PCBs at regulated levels.

WASTE RECYCLED IN 2019

169,000

pounds of batteries

While we had approximately 1,400 transmission and distribution equipment oil spills in 2019, only two of the spills
contained greater than 500 parts per million (ppm) PCBs. Most spills occur due to severe weather events and public
vehicle accidents that damage our equipment. Regardless of the cause, we respond immediately to each spill, clean it up,
notify regulatory agencies where required and restore affected areas to pre-spill conditions.

AEP reports through the Toxic Release Inventory (TRI) program, part of the Emergency Planning and Community Right-to-
Know Act (EPCRA). EPCRA requires companies with 10 or more employees, in certain industries, to collect and publicly
disclose information about how they manufacture, process or use any of nearly 650 chemicals on a special list developed
by the U.S. EPA. Read more on our TRIwebsite.

Coal Combustion Residuals

Coal ash and flue gas desulfurization material handling and disposal continues to be at the forefront of evolving federal
and state rulemaking focused on the handling, storage and disposal of coal combustion residuals (CCR). CCRs are the
solid material left over from the use of coal to generate electricity and represents AEP’s single largest waste stream.

Read more about AEP’s response to the Coal Combustion Residual Rule and Clean Water Act in our 10-K.

AEP is in the midst of a multiyear plan to address the company’s use of coal ash disposal areas. Currently, AEP has
responsibility for 31 CCR ponds and landfills that fall under the CCR Rule. AEP remains committed to handling coal ash
disposal in a way that puts safety first while protecting the environment, minimizing impacts to the communities near our
facilities and managing our customers’ costs. This includes following proper closure methods or installing new equipment
to handle bottom ash.

Learn more about AEP’s coal ash management efforts at our dedicated CCR Rule Compliance website.

In 2019, AEP received an EPRI Technology Transfer Award for our work on the Geotechnical Stability of Coal Ash Ponds
During and After Closure project. The project utilized a new approach to simulate what could occur following a pond
failure. This groundbreaking work will help us understand the stability of ponds as they age.

Beneficial Reuse

CCRs have long been approved for use in concrete, wallboard and a wide variety of construction materials. While this
benefits other industries, it also provides a source of financial and environmental benefits to AEP. By diverting CCRs to
beneficial uses, we are reducing the need for waste disposal sites.

In2019, AEP generated more than 4.1 million tons of CCRs and was able to beneficially use more than 1.5 million tons, or


https://www.aep.com/requiredpostings/tri
http://d18rn0p25nwr6d.cloudfront.net/CIK-0000004904/8eb2e4e3-60e8-4eb7-9c21-975052fe82a3.pdf
https://www.aep.com/environment/ccr

nearly 39% of the total produced. Beneficial use of CCRs (considered to be products if they are beneficially used)
avoided more than $21 million in disposal costs in 2019 and generated more than $13 million in revenues.

NUCLEAR WASTE MANAGEMENT

The U.S. Department of Energy oversees permanent
disposal of spent nuclear fuel and historically has charged
fees to plant owners for this disposal. However, following the
government’s decision to cease development of the Yucca
Mountain storage facility in Nevada, nuclear generators no
longer have a place for permanent disposal.

Like the rest of the nuclear industry, we face a significant
future financial commitment to dispose of spent nuclear fuel.
We need a national solution for the long-term disposal of
spent nuclear fuel, which should be part of a national energy
plan.

The uncertainty associated with long-term storage places
the burden of interim storage on each nuclear facility. AEP
is addressing this issue through dry cask storage on the AEP's current spent nuclear fuel cask storage facility can store
assumption that a workable off-site solution will not exist 94 casks, or 3,008 spent nuclear fuel assemblies.

before the current operating licenses for both Donald C.

Cook nuclear units expire in 2034 and 2037.

In2012, the Cook Plant in Bridgman, Michigan, began a program of loading spent nuclear fuel into dry casks. The latest
loading campaign took place in 2018, bringing the total to 44 dry casks that have been loaded into storage. The next
loading campaign will occur in 2021. The casks can withstand tornadoes, earthquakes, floods, sabotage, missiles,
aircraft and temperature extremes. Licensed by the Nuclear Regulatory Commission, the casks meet all applicable
security, environmental and radiological requirements.

The current cask storage facility can store 94 casks, or 3,008 spent nuclear fuel assemblies. This would support the
operation of both units through their current operating licenses. Expansion of the pad is possible to facilitate removal of all
fuel assemblies from the plant’s spent fuel pool and full decommissioning of both units.

Nuclear plant operators are required to maintain a plant-decommissioning trust fund to safely decommission and
decontaminate the plant upon closure. At the end of 2019, the trust fund balance for the Cook Plant was approximately
$2.7 billion.

WILDLIFE PROTECTION

As we build and maintain new and existing infrastructure across our service territory, such as transmission or renewable
generation facilities, we are mindful of the potential impacts we may have on wildlife. This includes species protected
under the Endangered Species Act (ESA), the Migratory Bird Treaty Act and the Bald and Golden Eagle Protection Act.
As committed stewards of the ecological richness of our geographies, we take steps to ensure wildlife and habitat
protection.

For example, the developer for AEP’s North Central Wind Energy Facilities project is conducting wildlife studies in
accordance with all applicable law and the U.S. Fish and Wildlife Service (USFWS) Land-Based Wind Energy Guidelines
and USFWS Eagle Conservation Plan Guidance for siting turbines. This is to minimize potential adverse impacts to
wildlife and other environmental resources.



Avian Protection

For more than three decades, the utility industry, conservation groups, wildlife resource agencies and others have
collaborated to understand why and how birds collide with or are electrocuted by power lines.

To reduce avian mortality, utilities have adopted voluntary company-specific Avian Protection Plans to mitigate the risks
associated with bird interactions with electric facilities. We completed our Planin 2013.

We consider avian protection when we design and engineer new facilities. When birds interact with electrical equipment
and cause outages, it affects our customers, too. For example, a benefit of the design of the BOLD® transmission line is
fewer occurrences of nesting and reductions in both collisions and electrocutions because of the lower tower height, the
curved arm and the more compact design of the lines compared to traditional transmission lines and structures.

AEP manages interactions between birds and power lines through a systemwide plan across our 11-state service
territory. Today, our primary challenge is larger species, which are more likely to be electrocuted in substations and on
poles, or to collide with towers and lines.

The Plan has several key components:

¢ Employee training and compliance — Educate and train employees on compliance requirements to proactively
prevent bird collisions and electrocutions.

¢ Construction design standards and mortality reduction measures — Design new lines and facilities with bird
safety in mind.

¢ Nest management and avian enhancement options — Adopt the use of safety tactics to keep birds away from
wires such as installing a de-energized pole for bird nesting.

¢ Avian reporting systems and risk assessment methodologies — Continuously improve our monitoring and
reporting capabilities.

¢ Public education — Promote the need for migratory bird and habitat conservation, working cooperatively with
federal and state agencies and nonprofits.

In addition to our Avian Protection Plan, AEP is committed to adherence with all federal, state and local laws as they
pertain to responsibly siting, constructing and operating renewable energy technologies, whether developed by us or
purchased from another entity. This includes compliance with the Endangered Species Act, the Migratory Bird Treaty Act
and the Bald and Golden Eagle Protection Act, as well as adherence to the USFWS’s voluntary Land-Based Wind Energy
Guidelines. As renewable energy continues to evolve and more is understood regarding potential unforeseen impacts to
the environment and wildlife, AEP will adapt to avoid and mitigate impacts.

Habitat Conservation Plans

AEP’s grid modernization program requires balancing business needs with environmental protection. With the magnitude
of our construction activities, it is conceivable that we will come into contact with, or potentially have an impact on, a range
of species. One way we are addressing this is by working with the USFWS to establish Habitat Conservation Plans
(HCP).

In 2019, we began implementing an HCP across several transmission regions for the American burying beetle, an
endangered insect with habitats across several states in our service territory. This multiyear HCP has allowed us to use
pre-approved practices through a regional, programmatic approach to minimize impacts to the beetle and its habitat and
to encourage its recovery. The HCP covers portions of Arkansas, Oklahoma and northern Texas where AEP currently has
operations or the potential for future development.

We also continued development of a 30-year, systemwide multispecies HCP. This HCP is important because it will not
only protect the covered species but also generate cost and time savings for our customers and AEP. Portions of the draft
HCP are currently under review by USFWS, and we have initiated the required third-party review under the National
Environmental Policy Act (NEPA). Administered by the USFWS, the HCP will enable transmission construction activities
that could impact listed species, such as the Indiana bat, to proceed without case-by-case agency consultation, as long as



the practices and mitigation methods described in the plan are followed. The plan will cover construction activities in our
11 states.

We are working closely with wildlife protection agencies in each of our states to ensure the HCP is consistent with their
goals and regulations and covers the species affected by our work. In 2020, we anticipate having a complete HCP ready
for public review.

Monarch Butterfly Conservation Plan

In August 2014, the USFWS received a petition to list the
monarch butterfly under the Endangered Species Act (ESA)
due to its notable decline in recent years. After finding it
appropriate to review whether the monarch butterfly needs
protection, a decision is due by the end of 2020 on listing it
as threatened or endangered.

During the summer, monarchs are found throughout the
United States, particularly in areas where milkweed, their
host plant, is available. Each year, monarchs undertake a
multi-generational migration of thousands of miles to and
from overwintering and breeding areas. These areas
significantly overlap AEP’s generation and transmission
network.

An ESA listing for the butterfly could affect our ability to build

new or replace old infrastructure, and affect our vegetation maintenance activities. We are well-positioned to participate in
an effort to manage habitat within our right-of-way (ROW) corridors to help the butterfly and avoid the impacts of a
possible listing.

As a result, we joined a conservation initiative with the USFWS to develop a Candidate Conservation Agreement with
Assurances (CCAA). A CCAA is a formal agreement between the USFWS and one or more parties to address the
conservation needs of a candidate species before the species becomes listed as endangered or threatened. Property
managers voluntarily commit to conservation actions that will help stabilize or restore the species and possibly avoid a
listing. AEP continues to coordinate with the University of lllinois-Chicago, as well as other power companies, oil and gas
companies and state departments of transportation on the development of the collaborative monarch CCAA, which was
finalized in April 2020.

ENVIRONMENTAL STEWARDSHIP

We value and practice environmental stewardship and conservation across our service territory. Whether through
reclaiming former industrial land for outdoor recreation areas such as nature trails and campsites or integrating
conservation measures into new and rebuilt transmission lines, AEP takes steps to preserve the natural ecosystem as we
grow our business.

Promoting & Protecting Pollinators

Pollinators provide vital support to our natural ecosystems,
including food production. The decline of pollinators has
become an emerging issue of concern in recent years. A
report by EPRI notes that globally, pollinators are in decline,



with some scientists estimating that 40% of pollinator
species may be at risk of extinction in the coming decades.
At AEP, we are taking measures to protect pollinators and
promote their well-being. For example, in 2019 we joined
the EPRI Pollinator Program to stay informed about this
important issue.

During Pollinator Week (June 17-23), AEP joined other

power companies across the country to raise awareness about the crucial role of pollinators in flower and plant fertilization
and about our efforts to facilitate pollinator population growth through vegetation management. We highlighted Pollinator
Week through social and internal media and organized an educational lobby event at AEP’s headquarters. We provided
anecdotes, photos and information on how AEP supports pollinators throughout our 11-state service territory.

AEP’s work to protect pollinators goes beyond education to actual practice in the field. While working at a transmission
construction site in Columbus, Ohio, AEP employees and contractors discovered a large colony of honeybees had
created a hive inside a large coaxial cable spool. To eliminate the safety risks to our employees and preserve the hive, we
called an expert to safely remove and relocate the hive. Two AEP employees, who are also beekeepers, worked with the
apiary owner to safely capture and relocate an estimated 30,000 to 40,000 honeybees.

Right-of-Way Conservation

As with any construction project, AEP Transmission is responsible for the restoration of areas disturbed by project work,
such as within the right-of-way around pole installations and the land under work pads, as well as the removal of access
roads. This also includes planting permanent vegetation.

We are exploring the use of regionally specific native seed mixes for right-of-way applications in order to address permit
compliance, site stability and the inhibition of tree regrowth. These efforts may help to reduce maintenance costs and
foster good community relations.

The Native Seed Mix proof-of-concept project is a three-year evaluation that includes vegetation test plots (with regionally
specific blends) in existing AEP easements at Clear Creek Metro Park in Hocking County, Ohio, as well as regions in
Appalachian Power’s and Public Service of Oklahoma Company’s service territories. If sufficiently successful, native seed
mixes could be used in our restoration efforts, except for areas such as farmlands, lawns and wetlands.

AEP is also exploring the use of native plant seeds for post-construction site restoration on the campus of our New
Albany, Ohio, Transmission Headquarters. With help from local conservation organizations — such as the Ohio
Department of Natural Resources, Audubon Society, National Wild Turkey Federation and Pheasants Forever — we
developed seed mixes to support birds, pollinators, deer or turkey on a demonstration right-of-way plot. One of the seed
mixes specifically supports solar sites, using plants that grow at a low height and reduce weed growth. As we expand our
solar portfolio, these practices are important.

Wetland and Stream Habitats

AEP’s Generation team completed three new conservation projects in 2019. In one instance, we worked with the
Arkansas State Game and Fish Commission to improve fish habitats in SWEPCO Lake at the Flint Creek Plant. The
team removed trees from overgrown sections of nearby woodland and secured them to the bottom of the lake to create
new habitats for fish.

In 2019, the construction of a new Transmission Service Center in Columbus, Ohio, near Big Walnut Creek, became part
of a local environmental restoration effort. The property was devoid of vegetation and had a stream that was rerouted,
culverted and severely incised, resulting in extremely low aquatic function. By working hand-in-hand with the U.S. Army
Corps of Engineers, Ohio Environmental Protection Agency and City of Columbus, we were able to make significant
improvements. The team restored approximately 1,800 linear feet of stream to a more natural condition, incorporated
native plant species on surrounding upland areas and permanently protected a portion of the property from future



development. We are currently monitoring the project
mitigation success in accordance with our Army Corps
permit.

The AEP Foundation donated $35,000 to the City of Port
Aransas Joan & Scott Holt Paradise Pond to support the
restoration and expansion of the local wetland. Paradise
Pond is a freshwater wetland and important stop for
migratory birds traveling down the Gulf Coast. Saltwater
surge and high winds from Hurricane Harvey killed many
native trees and damaged the ecosystem. Restoration of
the site will give the community and tourists access to
engaging with nature along the boardwalk and observation
decks, which will be increasingly important as the
community recovers from Hurricane Harvey and the COVID-  Approximately 1,800 linear feet of stream was restored to a more

19 pandemic. natural condition during the construction of a new Transmission
Service Center in Columbus, Ohio.

WILDLIFE PROTECTION

As we build and maintain new and existing infrastructure across our service territory, such as transmission or renewable
generation facilities, we are mindful of the potential impacts we may have on wildlife. This includes species protected
under the Endangered Species Act (ESA), the Migratory Bird Treaty Act and the Bald and Golden Eagle Protection Act.
As committed stewards of the ecological richness of our geographies, we take steps to ensure wildlife and habitat
protection.

For example, the developer for AEP’s North Central Wind Energy Facilities project is conducting wildlife studies in
accordance with all applicable law and the U.S. Fish and Wildlife Service (USFWS) Land-Based Wind Energy Guidelines
and USFWS Eagle Conservation Plan Guidance for siting turbines. This is to minimize potential adverse impacts to
wildlife and other environmental resources.

Avian Protection

For more than three decades, the utility industry, conservation groups, wildlife resource agencies and others have
collaborated to understand why and how birds collide with or are electrocuted by power lines.

To reduce avian mortality, utilities have adopted voluntary company-specific Avian Protection Plans to mitigate the risks
associated with bird interactions with electric facilities. We completed our Planin 2013.

We consider avian protection when we design and engineer new facilities. When birds interact with electrical equipment
and cause outages, it affects our customers, too. For example, a benefit of the design of the BOLD® transmission line is
fewer occurrences of nesting and reductions in both collisions and electrocutions because of the lower tower height, the
curved arm and the more compact design of the lines compared to traditional transmission lines and structures.

AEP manages interactions between birds and power lines through a systemwide plan across our 11-state service
territory. Today, our primary challenge is larger species, which are more likely to be electrocuted in substations and on
poles, or to collide with towers and lines.

The Plan has several key components:

¢ Employee training and compliance — Educate and train employees on compliance requirements to proactively
prevent bird collisions and electrocutions.

¢ Construction design standards and mortality reduction measures — Design new lines and facilities with bird
safety in mind.



¢ Nest management and avian enhancement options — Adopt the use of safety tactics to keep birds away from
wires such as installing a de-energized pole for bird nesting.

¢ Avian reporting systems and risk assessment methodologies — Continuously improve our monitoring and
reporting capabilities.

¢ Public education — Promote the need for migratory bird and habitat conservation, working cooperatively with
federal and state agencies and nonprofits.

In addition to our Avian Protection Plan, AEP is committed to adherence with all federal, state and local laws as they
pertain to responsibly siting, constructing and operating renewable energy technologies, whether developed by us or
purchased from another entity. This includes compliance with the Endangered Species Act, the Migratory Bird Treaty Act
and the Bald and Golden Eagle Protection Act, as well as adherence to the USFWS’s voluntary Land-Based Wind Energy
Guidelines. As renewable energy continues to evolve and more is understood regarding potential unforeseen impacts to
the environment and wildlife, AEP will adapt to avoid and mitigate impacts.

Habitat Conservation Plans

AEP’s grid modernization program requires balancing business needs with environmental protection. With the magnitude
of our construction activities, it is conceivable that we will come into contact with, or potentially have an impact on, a range
of species. One way we are addressing this is by working with the USFWS to establish Habitat Conservation Plans
(HCP).

In 2019, we began implementing an HCP across several transmission regions for the American burying beetle, an
endangered insect with habitats across several states in our service territory. This multiyear HCP has allowed us to use
pre-approved practices through a regional, programmatic approach to minimize impacts to the beetle and its habitat and
to encourage its recovery. The HCP covers portions of Arkansas, Oklahoma and northern Texas where AEP currently has
operations or the potential for future development.

We also continued development of a 30-year, systemwide multispecies HCP. This HCP is important because it will not
only protect the covered species but also generate cost and time savings for our customers and AEP. Portions of the draft
HCP are currently under review by USFWS, and we have initiated the required third-party review under the National
Environmental Policy Act (NEPA). Administered by the USFWS, the HCP will enable transmission construction activities
that could impact listed species, such as the Indiana bat, to proceed without case-by-case agency consultation, as long as
the practices and mitigation methods described in the plan are followed. The plan will cover construction activities in our
11 states.

We are working closely with wildlife protection agencies in each of our states to ensure the HCP is consistent with their
goals and regulations and covers the species affected by our work. In 2020, we anticipate having a complete HCP ready
for public review.

Monarch Butterfly Conservation Plan

In August 2014, the USFWS received a petition to list the monarch butterfly under the Endangered Species Act (ESA) due
to its notable decline in recent years. After finding it appropriate to review whether the monarch butterfly needs protection,
a decision is due by the end of 2020 on listing it as threatened or endangered.

During the summer, monarchs are found throughout the United States, particularly in areas where milkweed, their host
plant, is available. Each year, monarchs undertake a multi-generational migration of thousands of miles to and from
overwintering and breeding areas. These areas significantly overlap AEP’s generation and transmission network.

An ESA listing for the butterfly could affect our ability to build new or replace old infrastructure, and affect our vegetation
maintenance activities. We are well-positioned to participate in an effort to manage habitat within our right-of-way (ROW)
corridors to help the butterfly and avoid the impacts of a possible listing.

As a result, we joined a conservation initiative with the USFWS to develop a Candidate Conservation Agreement with



Assurances (CCAA). A CCAA is a formal agreement
between the USFWS and one or more parties to address
the conservation needs of a candidate species before the
species becomes listed as endangered or threatened.
Property managers voluntarily commit to conservation
actions that will help stabilize or restore the species and
possibly avoid a listing. AEP continues to coordinate with
the University of lllinois-Chicago, as well as other power
companies, oil and gas companies and state departments
of transportation on the development of the collaborative
monarch CCAA, which was finalized in April 2020.

ENVIRONMENTAL STEWARDSHIP

We value and practice environmental stewardship and conservation across our service territory. Whether through
reclaiming former industrial land for outdoor recreation areas such as nature trails and campsites or integrating
conservation measures into new and rebuilt transmission lines, AEP takes steps to preserve the natural ecosystem as we
grow our business.

Promoting & Protecting Pollinators

Pollinators provide vital support to our natural ecosystems,
including food production. The decline of pollinators has
become an emerging issue of concern in recent years. A
report by EPRI notes that globally, pollinators are in decline,
with some scientists estimating that 40% of pollinator
species may be at risk of extinction in the coming decades.
At AEP, we are taking measures to protect pollinators and
promote their well-being. For example, in 2019 we joined
the EPRI Pollinator Program to stay informed about this
important issue.

During Pollinator Week (June 17-23), AEP joined other

power companies across the country to raise awareness about the crucial role of pollinators in flower and plant fertilization
and about our efforts to facilitate pollinator population growth through vegetation management. We highlighted Pollinator
Week through social and internal media and organized an educational lobby event at AEP’s headquarters. We provided
anecdotes, photos and information on how AEP supports pollinators throughout our 11-state service territory.

AEP’s work to protect pollinators goes beyond education to actual practice in the field. While working at a transmission
construction site in Columbus, Ohio, AEP employees and contractors discovered a large colony of honeybees had
created a hive inside a large coaxial cable spool. To eliminate the safety risks to our employees and preserve the hive, we
called an expert to safely remove and relocate the hive. Two AEP employees, who are also beekeepers, worked with the
apiary owner to safely capture and relocate an estimated 30,000 to 40,000 honeybees.

Right-of-Way Conservation

As with any construction project, AEP Transmission is responsible for the restoration of areas disturbed by project work,
such as within the right-of-way around pole installations and the land under work pads, as well as the removal of access
roads. This also includes planting permanent vegetation.



We are exploring the use of regionally specific native seed mixes for right-of-way applications in order to address permit
compliance, site stability and the inhibition of tree regrowth. These efforts may help to reduce maintenance costs and
foster good community relations.

The Native Seed Mix proof-of-concept project is a three-year evaluation that includes vegetation test plots (with regionally
specific blends) in existing AEP easements at Clear Creek Metro Park in Hocking County, Ohio, as well as regions in
Appalachian Power’s and Public Service of Oklahoma Company’s service territories. If sufficiently successful, native seed
mixes could be used in our restoration efforts, except for areas such as farmlands, lawns and wetlands.

AEP is also exploring the use of native plant seeds for post-construction site restoration on the campus of our New
Albany, Ohio, Transmission Headquarters. With help from local conservation organizations — such as the Ohio
Department of Natural Resources, Audubon Society, National Wild Turkey Federation and Pheasants Forever — we
developed seed mixes to support birds, pollinators, deer or turkey on a demonstration right-of-way plot. One of the seed
mixes specifically supports solar sites, using plants that grow at a low height and reduce weed growth. As we expand our
solar portfolio, these practices are important.

Wetland and Stream Habitats

AEP’s Generation team completed three new conservation
projects in 2019. In one instance, we worked with the
Arkansas State Game and Fish Commission to improve
fish habitats in SWEPCO Lake at the Flint Creek Plant. The
team removed trees from overgrown sections of nearby
woodland and secured them to the bottom of the lake to
create new habitats for fish.

In 2019, the construction of a new Transmission Service
Center in Columbus, Ohio, near Big Walnut Creek, became
part of a local environmental restoration effort. The property
was devoid of vegetation and had a stream that was
rerouted, culverted and severely incised, resulting in
extremely low aquatic function. By working hand-in-hand with
the U.S. Army Corps of Engineers, Ohio Environmentall
Protection Agency and City of Columbus, we were able to
make significant improvements. The team restored
approximately 1,800 linear feet of stream to a more natural
condition, incorporated native plant species on surrounding upland areas and permanently protected a portion of the
property from future development. We are currently monitoring the project mitigation success in accordance with our Army
Corps permit.

Approximately 1,800 linear feet of stream was restored to a more
natural condition during the construction of a new Transmission
Service Center in Columbus, Ohio.

The AEP Foundation donated $35,000 to the City of Port Aransas Joan & Scott Holt Paradise Pond to support the
restoration and expansion of the local wetland. Paradise Pond is a freshwater wetland and important stop for migratory
birds traveling down the Gulf Coast. Saltwater surge and high winds from Hurricane Harvey killed many native trees and
damaged the ecosystem. Restoration of the site will give the community and tourists access to engaging with nature along
the boardwalk and observation decks, which will be increasingly important as the community recovers from Hurricane
Harvey and the COVID-19 pandemic.

ENVIRONMENT, SAFETY AND HEALTH PHILOSOPHY

No aspect of operations is more important than the health and safety of people. Our customers’ needs are met in harmony
with environmental protection.

AEP is committed to social responsibility and sustainability. We are proactive in our efforts to protect people and the



environment by committing to:

¢ Maintain compliance with all applicable Environment, Safety and Health (ES&H) requirements while pursuing the
spirit of ES&H stewardship.

¢ Ensure that people working for or on behalf of AEP understand and integrate ES&H responsibilities into their
business functions.

e Support continual improvement of environmental performance and pollution prevention.

¢ Hazard elimination through employee involvement and continual health and safety improvement.



SUSTAINABLE ELECTRICITY

The energy industry is experiencing a profound transformation, driven by decarbonization of the global economy; new,
advanced technologies; and the growing electrification of energy demand. During the past decade, electric utilities have
been at the forefront of this transition, diversifying resources, delivering clean energy solutions to customers and investing
in a modern grid capable of optimizing all resources and technologies. The result is that customers have more control; in
some cases, they can “pay as they go,” choose special time-of-day-rates to reduce bills, and opt for cleaner options to
power their homes and businesses.

AEP has already made significant progress in reducing our carbon footprint. During the past decade, we retired, sold or
converted to natural gas 12,339 megawatts (MW) of coal-fueled generation, ramped up our clean energy portfolio with
more than 5,200 MW of total renewables, extended the life of our carbon-free nuclear units, and invested $31.4 billion to
modernize the transmission and distribution systems. In 2019, coal represented 45% of our generating capacity,
compared with 70% in 2005. Through 2019, AEP reduced its carbon emissions profile by 65%, putting us well on our way
to our goal of reducing our carbon footprint by 70% by 2030.

TRANSFORMING OUR GENERATION FLEET— AEP’S GENERATING
RESOURCE PORTFOLIO
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Looking ahead, we will continue to invest in clean energy solutions for customers. By 2030, our current integrated
resource plans for our regulated utilities include the addition of up to another 4,149 MW of solar, 3,935 MW of wind and
1,607 MW of natural gas. In addition, we are committed to investing $2.1 billion in contracted renewables from 2020
through 2024 across the U.S. Today, this competitive business manages a renewable portfolio of 1,572 MW across 11
states.

As we transition to a cleaner energy future, we will take steps to ensure we continue to provide the safe and reliable
electricity that is the backbone of our nation’s economy and powers our customers’ daily lives.

Integrated Resource Planning

As a regulated utility, we must provide our customers with reliable energy. To meet this demand in a cost-effective
manner, we use a long-term approach to resource planning. We determine our energy and capacity needs well into the
future to help us find the best mix of energy resources at reasonable costs to our customers. Achieving this requires
striking the right balance of renewable energy sources — such as solar, wind and hydro — and 24/7 sources such as natural
gas, nuclear and coal, as well as other advancements in resource technology that drive a more efficient grid.

Integrated Resource Plans (IRP) provide a snapshot of a potential future generating mix, based on today’s assumptions.



An IRP is not a commitment to a specific course of action, ~AEP’S PROJECTED RESOURCE ADDITIONS
as the future is uncertain and decisions relating to AEP’s
generation resources are subject to regulatory approval.
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generating units in many jurisdictions. This makes the As of April 2020

planning process extremely important as AEP transitions to
a cleaner energy future.

To develop our IRPs, we systematically evaluate and balance multiple issues, including the increasingly complex existing
and pending environmental regulations, technology advancements, changes in pricing fundamentals, load growth
forecasts, energy efficiency advancements, growth in customer-adopted distributed resources and other complexities.
Additionally, many IRP processes include stakeholder outreach.

INTEGRATED RESOURCE PLAN REQUIREMENTS

Filing Planning Stakeholder

State Jurisdiction AEP Operating Company Frequency Period Input Process
Arkansas* Southwestern Electric Power Company 3 years 20 years* Yes
Indiana Indiana Michigan Power Company 3 years 20 years Yes
Louisiana Southwestern Electric Power Company 4 years 20 years Yes
Kentucky Kentucky Power Company 3 years 15 years No
Michigan Indiana Michigan Power Company 5 years 20 years Yes
Ohio** AEP Ohio o *x No
Oklahoma Public Service Company of Oklahoma 3 years 10 years No
Virginia Appalachian Power 3 years 15 years No ***
West Virginia Appalachian Power & Wheeling Power Company 5 years 10 years No

* SWEPCo IRP uses a 20-year planning period for both Louisiana and Arkansas. Arkansas requires a minimum 10-year plan.
** Integrated resource plan required only under special circumstances.

*** Virginia has a formal regulatory hearing, with public intervention, before the Virginia SCC for such IRP submittals.

IRPs are filed with state regulatory commissions. Regulatory proceedings and requirements for IRPs vary widely from
state to state. Some states require significant stakeholder engagement processes ahead of filing, and some have
significant testimony and discovery periods. Commission actions also vary: In some states IRPs are merely recognized,
while in others they are approved and found to be in the public interest.

New IRPs filed in 2019 by Appalachian Power (APCo), Indiana Michigan Power (I&M), Southwestern Electric Power
Company (SWEPCo) and Kentucky Power call for additions of renewable energy over their respective planning periods.
Based on the inputs and results of IRP analyses, the economic addition of renewables over these planning horizons would
lower costs to customers compared to other resource decisions.

Read about the details of these and other projects in our Renewables section.

AEP Operating Company by State Case Number/Docket

Southwestern Electric Power Company — Louisiana SWEPCO LA I-33013
SWEPCO’s LA DRAFT 2019 IRP

Southwestern Electric Power Company — Arkansas SWEPCO AR Doc.07-011-U


http://aepsustainability.com/energy/renewables/
http://lpscstar.louisiana.gov/star/portal/lpsc/PSC/DocketDetails.aspx?DocketId=b346dc2a-74db-4e23-ae96-ff454aa76e0c
http://lpscstar.louisiana.gov/star/portal/lpsc/PSC/DocketDetails.aspx?DocketId=d26d4c9d-ebba-4d7f-8538-991f8069619d
http://www.apscservices.info/pdf/07/07-011-U_32_2.pdf

Public Service Company of Oklahoma - Oklahoma Docketless Case

Kentucky Power Company 2016 IRP - Kentucky Case NO. 2016-00413
Appalachian Power Company — Virginia Case NO. PUE-2016-00050
Appalachian Power Company — West Virginia Case 15-2003-E-IRP
Wheeling Power Company — West Virginia Case 15-2004-E-IRP
Indiana Michigan Power - Indiana Docketless Case
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advances in technology and support from federal tax credits,

we see these clean options capturing larger and larger

shares of our integrated resource plans (IRPs). In addition,

AEP’s transition to a clean energy future is tied to our grid modernization investments.

As of March 31, 2020

Our goal, as outlined in our IRPs, is to increase regulated renewable energy on our system by approximately 8,000 MW by
2030. At the same time, we are expanding our renewable footprint beyond our traditional service territory. We plan to
invest $2.1 billion in contracted renewables from 2020 through 2024. Through our competitive operations, we offer low
cost of capital and energy project expertise to potential partners, creating attractive energy solutions for customers. This is
especially appealing to companies, universities and municipalities that often have their own renewable energy goals.

The North Central Wind Energy Facilities project and AEP Renewables, a subsidiary of AEP Energy Supply, are leading
the charge for our renewable energy strategy.

North Central Wind Energy Facilities Project

In 2019, Southwestern Electric Power Company (SWEPCO) and Public Service Company of Oklahoma (PSO) filed
proposals to acquire and jointly own three wind generation facilities in north central Oklahoma. The North Central Wind
Energy Facilities (NCWEF) will provide 1,485 MW of new wind capacity, with 810 MW allocated to SWEPCO customers
across Arkansas, Louisiana and Texas and 675 MW to PSO customers in Oklahoma. The facilities are strategically
located to tap into the region’s wind resources and AEP’s existing transmission systems, which allows for easy
interconnection to the regional power grid.

In February 2020, the Oklahoma Corporation Commission unanimously approved a settlement agreement allowing PSO
to move forward with the project. Once the facilities are in operation, PSO’s use of wind energy will increase from 22% to
34%. In May 2020, SWEPCO received final approval in Arkansas by the Arkansas Public Service Commission.
SWEPCO continues to work through the regulatory process to gain approval in Louisiana and Texas.

The plan includes provisions for states to increase their portion of the project in the event another state decides not to


http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?Case=2016-00413
http://www.scc.virginia.gov/docketsearch#caseDocs/135883
http://www.psc.state.wv.us/WebDocket/default.htm
http://www.psc.state.wv.us/WebDocket/default.htm
http://www.in.gov/iurc/files/2015_I_M_IRP_Report.pdf

move forward with its share of the project.

If approved by the state regulatory commissions, the project would provide more than $3 billion in energy savings to our
customers in Oklahoma, Arkansas, Louisiana and Texas over the 30-year life of the facilities. In addition to lowering bills,
NCWEF will help insulate customers from energy price volatility over the life of the project. The project, which is eligible for
the federal Production Tax Credit once approved, is scheduled to come online in 2020 and 2021.

Competitive Renewables
AEP Renewables, a subsidiary of AEP Energy, develops, r

owns and operates utility-scale wind and solar energy > ,’_‘

generation projects throughout the United States. These "

renewable energy facilities sell the energy they produce to . w*
utilities, electric cooperatives, municipalities or corporate — - u
customers. - f

2019 was a transformational year for AEP Renewables, as
we invested $1.4 billion in contracted renewables, bringing
to 13 the number of projects we now have in 11 states. In
April 2019, we acquired Sempra Renewables, LLC and its
724 MW of operating wind generation, including a battery
storage asset. The deal included seven operating wind
farms in Colorado, Hawaii, Indiana, Kansas, Michigan,
Minnesota and Pennsylvania, all with long-term power
purchase agreements in place for 100% of the energy
produced.

In July 2019, we completed the purchase of 75% stake of the
Santa Rita East Wind Project near San Angelo, Texas.

In July 2019, we completed the purchase of 75% stake (227 MW) of the Santa Rita East Wind Project near San Angelo,
Texas. With the addition of these new projects, the AEP Renewables portfolio now includes 1,302 MW of renewable
generation.

Through these acquisitions, we now have a greater ability to expand our development of contracted renewable projects.
For example, AEP Renewables signed a long-term purchase agreement with Evergy to buy the energy from Flat Ridge 3,
a 128 MW wind farm that is currently under construction and expected to be operational by the end of 2020.

AEP’s Investments in Renewables

e Inearly 2020, I&M received approval from the Indiana Utility Regulatory Commission to build and operate its largest
solar generation facility in St. Joseph County, Indiana. I&M will collaborate on this 20 MW project with the University of
Notre Dame. This project also provides educational and research opportunities and supports I&M’s and Notre Dame’s
sustainability goals.

e Inearly 2019, Appalachian Power’s proposal to provide its customers with the opportunity to purchase 100%
renewable energy was approved by the Virginia State Corporation Commission. The renewable energy will come from
APCo’s existing or planned renewable resources. Participants who use 1,000 kWh of energy per month will pay an
additional $4.25 per month.

e Inearly 2020, APCo issued a Request for Proposals for up to 200 MW of solar energy resources located in Virginia
that will reduce customer costs and further diversify its electric generation mix. The RFP also gives developers the
option of including battery storage system with their proposals.

e Public Service Company of Oklahoma (PSO) is requesting proposals for PV Solar and Reciprocating Internal
Combustion Engine (RICE) resources for commercial operation. Both projects will be located at the Fort Sill Military
Base in Lawton, Oklahoma. The net minimum output of the PV Solar will be 10 MW to 14 MW. The net minimum output
of the RICE will be approximately 36 MW. The project, owned and operated by PSO, will provide power to PSO'’s
system during normal operations. In the event of an outage or validated threat to the electric supply to Fort Sill, these


https://www.aeprenewables.com/

assets will first be used to restore power to Fort Sill. This project is mutually beneficial as it simultaneously supports
PSO’s system and the Army’'s goal of enhancing its energy resilience for its military installations.

e OnSite Partners, an AEP competitive business, has a portfolio of distributed energy solutions that includes 59 projects
across 18 states, with a total investment of $322 million. Another four projects that are currently in various stages of
construction represent an additional investment of $41 million. The projects use a variety of technologies, such as
behind-the-meter solar, community solar, substations, batteries and a fuel cell.

e AEP Energy was instrumental in powering the John Glenn International Airport in Columbus, Ohio, with 100% clean
energy. The Columbus Regional Airport Authority estimates the new deal will save nearly $13 million in energy costs.

e Google broke ground on a $600 million data center in New Albany, Ohio, powered by 100% renewable energy
supplied by AEP Energy.

e Today, approximately 11,900 MW of renewable generation is interconnected across the U.S. via AEP’s transmission
system.

Meeting Customer Demands

Our customers’ demand for clean energy is a key driver in the growth of our renewable energy portfolio. We listen to our
customers’ needs and develop solutions for them. We do this through surveys, one-on-one meetings and other channels of
engagement and we will continue to see further expansion of renewables and other technologies to address customer
preferences. What we have learned is that a strong majority of customers, especially large commercial and industrial
customers, want clean energy.

In our regulated jurisdictions, we need the support of our regulatory entities to be able to invest in clean energy resources.
Renewable resources are becoming more cost-competitive compared to other forms of generation and this has led to
increasing penetration of renewables within the Regional Transmission Organizations (RTOs). As a result, RTOs have
been required to both clarify and reconsider some of their rules to take into consideration these increasing volumes of
intermittent generation. In some cases, this has led to market changes that reduce the value of renewable resources in the
market. Although these changes are intended to provide renewable resources the proper credit for the value they bring to
the market, the reductions work against our efforts to provide the low-cost renewable options that our customers expect.

In November 2019, the Public Utilities Commission of Ohio (PUCO) found that there was no generation supply need for
AEP Onhio’s plan to develop 400 MW of solar power from two projects in the state’s Highland County. Through the plan,
AEP Ohio would have entered into long-term contracts with the project developers for the power. This proposal was part
of a 2016 commitment we made to pursue development of 900 MW of renewable resources in the state. If developed, this
project would have been the single largest clean energy commitment in Ohio history and would have doubled the state’s
renewable generation capacity. In addition, it would have created 4,000 construction jobs and 150 permanent jobs.

Despite this setback, we remain committed to supporting renewable energy projects that will improve our future
generation mix while adding tax revenue and reducing long-term electricity costs for our customers.



RENEWABLE PORTFOLIO & ENERGY EFFICENCY STANDARDS

Energy Efficiency (EE) Standards Renewable Portfolio Standards (RPS)

ARKANSAS (mandatory) o
Michigan (mandatory)
0.9% of 2015 retail sales in 2017 and 2018; 1.0% of 2015 retail sales in 2019. Phase-in program increasing

% by 2021. :
LOUISIANA (voluntary) Dikrdlyels Ohio (mandatory)

' RPS requirements drop to 8.5% by
Voluntary 2-phase EE plan. 2026, after which it terminates.

Indiana (voluntary)
OHIO Phase-in program increasing

HBé, passed in 2019, amended the benchmark requirements and requires e

the winding down of EE requirements in Ohio by the end of 2020. Oklahoma (voluntary)

MICHIGAN (mandatory) Goal of 15% by 2015.
1% annual reduction of previous-year retails sales in 2012 through 2021. Virginia (mandatory)

100% renewable and carbon
TEXAS (mandatory) free resources by 2050.
30% reduction in annual growth in demand until the goal is equal
to 0.4% of previous-year peak demand.

VIRGINIA (mandatory) Texas (mandatory)

2% savings over 2019 levels by calendar year 2025. Goal of 5,880 MW by 2015;
10,000 MW by 2025.

Note: Indiana EE goals are determined through the Integrated Resource
Planning Process (SB412).

There are currently no energy efficiency standards in Kentucky, Oklahoma, There are currently no renewable portfolio standards in Arkansas,
Tennessee or West Virginia. Kentucky, Louisiana, Tennessee or West Virginia.

Coal Fleet Optimization

According to the 2020 Sustainable Energy in America Factbook, coal met 45% of the U.S. demand in 2010 compared
with 23% in 2019. The abundance of low-cost natural gas, the near-doubling of renewable generating capacity in the U.S.,
and a decade of research and technological innovation have hastened the retirement of coal-fired generation.

The picture is similar for AEP’s coal fleet. At the end of
2019, coal represented 45% of AEP’s generating capacity,
compared with 70% in 2005. And, in the past decade, AEP
has sold, retired or converted to natural gas a total of 12,339
MW of coal-fueled generating capacity. By 2030, more than
half of AEP’s coal units will be within 10 years of reaching
the end of their depreciable life.

In 2019, we completed our scheduled retirements of
Conesville Units 5 and 6, with a combined capacity of 820
MW. In 2020, we plan to retire 1,111 MW of coal generating
facilities, including the 460 MW (AEP’s ownership)
Oklaunion Plant in Oklahoma and the 651 MW (AEP’s
ownership) Conesville Unit 4 in Ohio. AEP’s interest in the
Oklaunion Plant is co-owned by AEP Texas and Public
Service Company of Oklahoma.

In 2019, we completed our scheduled retirements of Conesville
Units 5 and 6, with a combined capacity of 820 MW.

In early 2020, Southwestern Electric Power Company

(SWEPCo) said in an Arkansas rate case settlement agreement that it would seek regulatory approval to retire the Dolet
Hills Power Station by the end of 2026. SWEPCo owns 40% of the facility, which generates 650 MW of power
(SWEPCO0’s share is 257 MW). Cleco Corp. owns 50% and operates the facility located at Mansfield, Louisiana.

In April 2020, SWEPCo and Cleco jointly filed a letter notifying the Louisiana Public Service Commission that SWEPCo



subsidiary Dolet Hills Lignite Company (DHLC) would cease lignite mining in June 2020. DHLC provides 100% of the fuel
supply to the plant from the Oxbow Mine, which is jointly owned by SWEPCo and Cleco. Based on the remaining
estimated fuel supply for Dolet Hills Power Station’s seasonal operations, SWEPCo revised the expected retirement date
of the plant to September 2021. The permanent mine closure and plant retirement require regulatory approvals.

If AEP’s plans are approved, we will retire more than 3,700 MW of coal generation from 2020 through 2030.

While our strategy is to invest in cleaner energy options, we are committed to mitigating risk around our current coal fleet
through this transition. That means we are managing our remaining coal fleet to reduce the need for capital investment
over time while continuing safe and reliable operation of the units. We will seek opportunities, as appropriate for our
customers and when approved by regulations, to accelerate retirement dates and associated accounting depreciation
rates. This has the potential to mitigate risk to both our customers and shareholders while providing a reliable source of
electricity.

Our remaining coal units are available to provide critical 24/7 energy and other services to the grid and are equipped with
environmental controls to assure compliance with current regulations. AEP expects to make additional investments in
future years in order to comply with air and water quality standards.

INVESTMENTS IN ENVIRONMENTAL CONTROLS $ in millions
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Although we have no plans to build another coal plant, we continue to monitor the development of new technologies,
including carbon capture and storage for both coal and natural gas. Should any of these technologies be demonstrated
commercially to improve the scalability, we would want to have those technology options available for consideration.

Learn more about AEP’s strategic vision for reducing carbon emissions.

Natural Gas

Natural gas is a fundamental part of our portfolio, and we

expect that will continue into the future. High-efficiency

combined-cycle natural gas plants play a key role in a

diverse resource portfolio. As wind and solar generation capacity increase, natural gas gives us the flexibility needed to
ensure the grid operates uninterrupted when intermittent, renewable resources are unavailable.

Because natural gas facilities rely on a constant supply of fuel to operate, it is critical that we maintain a steady flow of
natural gas to our generation plants at all times. This is why several of our natural gas units are directly connected to
multiple pipelines, which offer differing degrees of flexibility. Another challenge we face is an aging and highly utilized
natural gas infrastructure, which sometimes affects our ability to receive natural gas to meet demand during peak periods.
Although pipeline operators are becoming more flexible in terms of offering rate schedules that are more conducive to
power generators, we continue managing risk when procuring and scheduling natural gas delivery for our units.


http://aepsustainability.com/environment/carbon/

Nuclear & Hydro

Nuclear energy is one of the most reliable carbon-free sources of electricity. The Donald C. Cook Nuclear Plant in
Bridgman, Michigan, can provide 2,288 MW of electricity when operating at full power. The plant’s two units are located
along Lake Michigan’s eastern shore, producing carbon-free electricity to serve our customers in Michigan and Indiana.

Cook’s two units originally were designed for a 40-year life, but, in 2005, the licenses were extended by 20 years to 2034
for Unit 1 and 2037 for Unit 2. In 2019, the plant completed two refueling outages.

In addition to refueling the reactor and performing regular maintenance and testing activities, crews performed reactor
vessel inspections, replaced mechanical parts and made other repairs. The work inside the reactor was an important
milestone because it showed that previous efforts to maintain and protect the integrity and longevity of the reactor have
been successful.

The Cook Plant is part of an industrywide, multiyear strategy to transform the industry and ensure the plant’s long-term
viability. The strategy identifies efficiency measures, adopts best practices and applies new technology solutions that
improve operations, reduce costs and drive regulatory and market change to ensure nuclear energy facilities are fully
recognized for their value and don’'t succumb to premature reactor retirements.

Another clean energy resource serving our customers for more than a century is hydroelectric power. AEP has 933 MW of
hydro and pumped storage on its system, serving customers in five states. In March 2020, AEP announced a study of 10
hydro plants, totaling approximately 113 MW, for potential sale. This is the result of our ongoing strategic evaluation of our
generating assets to ensure our investments are going to support infrastructure and the energy innovations that our
customers want and need. With all of our assets, we look at the possible risks and value they bring to AEP and what part
each plays in the portfolio of assets managed by the company.

If this study results in the sale of these facilities, there is the possibility for impacts to employees at the plants and in other
areas that support these facilities. As we have done before, we will work with our employees through this transition. Any
potential sale would not occur before late 2020 at the earliest.

Traditional Programs

For years, AEP has provided customers with a broad array of traditional energy efficiency and demand response
programs to help them use energy more efficiently. We have excelled in meeting the requirements and expectations of
legislators and regulators, worked cooperatively with a variety of interested stakeholders and delivered exceptional results
for our customers.

Today, we are increasingly applying the concept of beneficial electrification to achieve these objectives. Beneficial
electrification is the use of electricity to help customers replace fossil fuels to reduce overall emissions and energy costs,
improve local environmental conditions and optimize the use of the grid. Electric vehicles, voice-enabled home energy
management apps and high-tech industrial technologies are just a few of the many ways we are helping our customers to
achieve even better resullts.

Energy Efficiency Programs

We view energy efficiency as a readily deployable, competitively priced and clean resource that provides many benefits to
our customers and the environment. Today, AEP offers customers more than 120 programs across nearly all of our 11-
state service territory. In 2019, AEP’s energy efficiency programs resulted in more than 1 million MWh of energy reduction
and more than 300 MW of demand reduction. From 2008 through 2019, these programs have cumulatively reduced
annual consumption by over 9 million MWh and peak demand by approximately 2,900 MW.
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efficiency. AEP Ohio, AEP Texas and SWEPCO were

named ENERGY STAR Partner of the Year — Sustained

Excellence winners. Appalachian Power Company (APCo) and Public Service Company of Oklahoma (PSO) were
recognized with an ENERGY STAR Partner of the Year — Energy Efficiency Program Delivery award. In addition, AEP
Ohio was a joint recipient with JadeTrack and Columbia Gas for an Excellence in Data Collection award.

Within our own operations, we take measures to reduce energy consumption. We reduced our kilowatt-hour (kWh) usage,
normalized for weather, by approximately 32% in 2019, compared with the 2007 baseline, in more than 290 buildings.
This resulted in approximately $6 million in cost savings. We achieved these energy consumption reductions mostly
through equipment investments, such as new lighting, heating and cooling systems, along with employee education.

AEP has nine LEED-certified facilities across its service territory. The most recent certifications include our new
transmission center in Oklahoma and two service centers in Indiana.

Demand Response

AEP’s demand response programs lower costs and support the power grid by helping to reduce load in periods of peak
demand, such as during extreme hot and cold weather. Some programs include special rate structures that encourage our
customers to reduce their energy consumption during these peak demand periods. For some customers, we have
contracts that allow us to “interrupt” their power consumption during peak times in exchange for reduced rates.

Peak demand is the amount of power used at times of maximum power usage and varies across our service territory. For
example, Appalachian Power’s system peak generally occurs on winter weekday mornings, when electric heating and
appliance usage are happening at the same time that commercial equipment and industrial machinery are ramping up for
the workday. Public Service Company of Oklahoma'’s system, on the other hand, typically peaks in the afternoon of a
summer weekday, as people get home from work or school and increase their use of air conditioners and fans while the
demand from commercial and industrial customers remains high.

Historically, as peak demand grew with the economy and population, new capacity was needed. In the future, the adoption
of new technologies, such as distributed resources may affect when peak demand occurs on the system. Therefore, AEP

considers the possibility of adding not only new generation resources, but also considers demand response programs as
an option for meeting customer peak needs.

Challenges

The successes of our energy efficiency and demand response programs have reduced overall electricity usage and
demand requirements across the power grid. A significant amount of this improvement has come from programs that
used low-cost incentives for our customers. However, as lighting and other appliance efficiency standards increase, these
cost-effective options are dwindling.

The next generation of energy efficiency options includes relatively expensive and more involved customer decisions, such
as improving home insulation or upgrading HVAC equipment. The incentives needed are much higher, making them less
cost-effective and putting them out of reach for many customers.

AEP also shares the concern that some legislators and regulators have expressed regarding the impact of higher
program costs, especially for our low- and moderate-income customers. We have seen this concern raised by



policymakers in several states across our service territory. The key from a policymaking perspective is that capital can be
deployed efficiently to reduce customers’ bills and drive efficiency in delivering customer preferences for renewable
energy, energy efficiency, and energy management services.

Traditional Programs

For years, AEP has provided customers with a broad array of traditional energy efficiency and demand response
programs to help them use energy more efficiently. We have excelled in meeting the requirements and expectations of
legislators and regulators, worked cooperatively with a variety of interested stakeholders and delivered exceptional results
for our customers.

Today, we are increasingly applying the concept of beneficial electrification to achieve these objectives. Beneficial
electrification is the use of electricity to help customers replace fossil fuels to reduce overall emissions and energy costs,
improve local environmental conditions and optimize the use of the grid. Electric vehicles, voice-enabled home energy
management apps and high-tech industrial technologies are just a few of the many ways we are helping our customers to
achieve even better results.

Energy Efficiency Programs

We view energy efficiency as a readily deployable,
competitively priced and clean resource that provides many
benefits to our customers and the environment. Today, AEP
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Economy (ACEEE) recognized Southwestern Electric

Power Company (SWEPCo) with an Exemplary Program

Award based onits effectiveness and innovation in helping Arkansas residential customers achieve greater levels of
energy efficiency.

The U.S. Environmental Protection Agency (EPA) announced its 2020 ENERGY STAR® awards for businesses and
organizations that have made outstanding contributions to protecting the environment through energy efficiency. AEP
Ohio, AEP Texas and SWEPCO were named ENERGY STAR Partner of the Year — Sustained Excellence winners.
Appalachian Power Company (APCo) and Public Service Company of Oklahoma (PSO) were recognized with an
ENERGY STAR Partner of the Year — Energy Efficiency Program Delivery award. In addition, AEP Ohio was a joint
recipient with JadeTrack and Columbia Gas for an Excellence in Data Collection award.

Within our own operations, we take measures to reduce energy consumption. We reduced our kilowatt-hour (kWh) usage,
normalized for weather, by approximately 32% in 2019, compared with the 2007 baseline, in more than 290 buildings.
This resulted in approximately $6 million in cost savings. We achieved these energy consumption reductions mostly
through equipment investments, such as new lighting, heating and cooling systems, along with employee education.

AEP has nine LEED-certified facilities across its service territory. The most recent certifications include our new
transmission center in Oklahoma and two service centers in Indiana.



Demand Response

AEP’s demand response programs lower costs and support the power grid by helping to reduce load in periods of peak
demand, such as during extreme hot and cold weather. Some programs include special rate structures that encourage our
customers to reduce their energy consumption during these peak demand periods. For some customers, we have
contracts that allow us to “interrupt” their power consumption during peak times in exchange for reduced rates.

Peak demand is the amount of power used at times of maximum power usage and varies across our service territory. For
example, Appalachian Power’s system peak generally occurs on winter weekday mornings, when electric heating and
appliance usage are happening at the same time that commercial equipment and industrial machinery are ramping up for
the workday. Public Service Company of Oklahoma’s system, on the other hand, typically peaks in the afternoon of a
summer weekday, as people get home from work or school and increase their use of air conditioners and fans while the
demand from commercial and industrial customers remains high.

Historically, as peak demand grew with the economy and population, new capacity was needed. In the future, the adoption
of new technologies, such as distributed resources may affect when peak demand occurs on the system. Therefore, AEP

considers the possibility of adding not only new generation resources, but also considers demand response programs as
an option for meeting customer peak needs.

Challenges

The successes of our energy efficiency and demand response programs have reduced overall electricity usage and
demand requirements across the power grid. A significant amount of this improvement has come from programs that
used low-cost incentives for our customers. However, as lighting and other appliance efficiency standards increase, these
cost-effective options are dwindling.

The next generation of energy efficiency options includes relatively expensive and more involved customer decisions, such
as improving home insulation or upgrading HVAC equipment. The incentives needed are much higher, making them less
cost-effective and putting them out of reach for many customers.

AEP also shares the concern that some legislators and regulators have expressed regarding the impact of higher
program costs, especially for our low- and moderate-income customers. We have seen this concern raised by
policymakers in several states across our service territory. The key from a policymaking perspective is that capital can be
deployed efficiently to reduce customers’ bills and drive efficiency in delivering customer preferences for renewable
energy, energy efficiency, and energy management services.

Home Energy Management

Today's technology makes it easier than ever to manage energy use, bills and services. Our customers have access to a
growing number of choices for home energy management, and they expect a personalized experience with product and
service offerings. To be their preferred choice, we have to give customers relevant and timely energy insights, as well as
tailored solutions to help them understand and control their energy use and bills. We offer these insights and solutions ina
manner that is consistent with their lifestyle while simultaneously managing the system for the benefit of all customers.

Home Energy Management (HEM) is a collection of integrated solutions that gives us the foundation to do all of these things.
The continued integration of smart meters throughout our service areas is a key driver of our HEM expansion, as it facilitates
enhanced data accuracy and increases our ability to provide personalized information for customers.

HEM is particularly beneficial to our low-income customers who are sensitive to fluctuations in their utility bills. Through HEM
solutions, we can deliver proactive alerts, including energy savings tips and links to energy efficiency programs. In addition,
we can help customers increase their ability to control monthly costs.

In2019, AEP developed a strategy to implement a single HEM data portal enabling two-way data flow with our customers.
Customers will now have the ability to access their energy information through one platform instead of being directed to



several third-party portals or websites. The portal will integrate information from multiple digital channels (web, mobile, voice)
into one consistent platform for a better customer experience. This enhances our ability to deliver more personalized
information to our customers, such as bill comparisons, proactive alerts, personalized cost savings tips and usage
breakdown by appliance — giving the customer more insight and control over their energy usage while simultaneously
reducing costs. AEP was awarded the inaugural Strategic Vision award by Oracle for this project.

We also offer an HEM voice-assisted app that integrates with voice service devices. Through the app, customers can use
voice commands to access their account or energy use information using either platform. Learn more in Customer
Engagement.

Residential customers of AEP Ohio who have smart meters can participate in a HEM program that allows them to manage
their energy use in real time through the It's Your Powerl mobile app. This app allows customers to pinpoint what uses the
most electricity in their home so customers can make money-saving choices without sacrificing comfort. When paired with an
AEP Onhio Energy Bridge, It's Your Powerl can also be used to control smart home devices, such as remotely adjust their
thermostat, set a budget goal for electricity usage, and pay their bill online.

Public Service Company of Oklahoma’s PowerHours program offers three options for customers to increase their energy
savings through the Time of Day program, the Direct Load Control program, or a combination of both.

Beneficial Electrification

Electrification of end-use technologies in industry, buildings
and the transportation sector, combined with cleaner
electricity from the grid, creates a clear pathway for a low-
carbon future. This enables customers to be more energy
efficient through the use of more electricity while replacing _
direct fossil fuel use. This trend will continue as society looks
to replace fossil fuels with clean electricity to heat homes
and buildings, power vehicles and operate industrial
equipment. The road to beneficial electrification is complex
and challenging, but the long-term reward is significant for
the environment, society and business.

Increased adoption of electrification technologies such as
electric vehicles (EVs) require effective planning to ensure
infrastructure is in place to meet our customers’ needs and  giectrification of end-use technologies enables customers to be
the right policies and regulations to support them. Further,  more energy efficient through the use of more electricity while
we are working with technology and research partners, replacing direct fossil fuel use.

customers, policymakers and other stakeholders to

understand the implications and opportunities of large-scale electrification as we transform to a digital economy. Through
this engagement, we can identify and support opportunities for strategic electrification, maximize benefits for all
customers and ensure development of policies and regulations that help our customers and communities.

In2019, the West Virginia Public Service Commission expressed support to expand Appalachian Power's (APCo)
Energy Efficiency (EE) program to include Beneficial Electrification (BE). This policy demonstrates an important shift in
expanding the focus of Energy Efficiency programs from simply a reduction in electricity consumption toward helping
customers achieve reductions in overall energy use, costs and environmental impacts. The EE stakeholder process will
be used to consider the appropriate BE applications to include in the program.

For more information about beneficial electrification technologies and resources, visit www.energyconversionhub.com.

Electric Transportation

The electric mobility revolution continues to accelerate throughout the world and in our service territory. Electric vehicle
(EV) adoption provides substantial environmental and economic benefits for society. It will also have substantial impacts
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on many major industries, including the electric utility industry.

According to the Edison Electric Institute (EEI), there are more than 1.3 million EVs on the road today in the U.S. By 2030,
the total number of EV's will climb above 18 million. Our objective is to increase adoption of electric transportation in our
service territory and provide charging options that optimize the use of the grid for the benefit of all customers. To increase
adoption of EVs in our service territory, AEP is helping raise awareness through education about the benefits of EV's with
customers. In 2019, we launched the Electric Car Education and Awareness campaign throughout most of the AEP
enterprise. The campaign, which continues through 2020, focuses on four key messages: affordable to buy, affordable to
maintain, easy to refuel and easy to get around. The web-based campaign includes event materials, social animations,
fleet case studies and a targeted three-month digital campaign. We are installing EV charging options where we park our
personal and company vehicles, and we are helping mature transportation corridors to enable long-distance electric travel
for all drivers.

We are seeing greater adoption — confirming our growth forecasts. At the end of 2019, there were nearly 14,000
registered EVs across our service territory, with nearly half of those in Ohio. By 2030, we estimate EV's to make up 1% to
3% of all vehicles in our service territory.

Our commitment to electrification includes providing tools and guidance to help customers better manage their vehicle
fleets, such as www.electriccarcalculator.com. These tools show that replacing a vehicle with a similar EV can provide a
50% reduction in first-year fuel cost, as well as a 100% reduction in tailpipe emissions. When fleet managers understand
these benefits specific to their needs, they are empowered to make informed decisions about EVs that benefit their
businesses, customers and communities.

Across much of our service territory, we offer customers options and rates that encourage the efficient use of the grid and
make it affordable for customers to charge their EVs. For example, by offering rates that encourage overnight charging,
customers can save money because they are charging during off-peak periods. This also helps us better manage the
demand on the grid to ensure reliability, which benefits all of our customers. Such EV-friendly rates are the types of
initiatives that will enable quicker adoption.

We believe AEP is well-positioned to play an important role in supporting EV market development. We are actively
working with policymakers, automakers and customers to develop and implement incentive programs to jump-start and
support adoption of EVs in our service territories.

In 2019, AEP continued to expand the use of EV's throughout our own company, including integration of EVs into our fleet
of work vehicles.

2019 EV Accomplishments

We continued working on EV programs across several markets to achieve benefits for all customers and reduce charging
costs for drivers. In 2020, Indiana Michigan Power (I&M) successfully implemented new tariffs for its customers, while
APCo received approval in 2019 for a new EV ftariff in Virginia.

EV program activities include:

¢ In 2019, Oklahoma’s governor extended the state’s tax
credit for alternative fuel vehicles through 2027.
Oklahomans adopting EVs, or other “clean-burning”
vehicles, will receive a tax credit calculated according
to the vehicle’s weight.

e We support the development of an electric vehicle
infrastructure that all communities can access. AEP
Ohio’s $10 million fund for charging infrastructure
includes deployment targets for priority segments,
such as multi-family housing, workplaces and
disadvantaged communities. The fund is nearly fully
subscribed.

¢ |n 2020, we will be actively involved in supporting
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varlous.EV tax Cre.dlts at.the .state and fed(?ral levels. In 2019, 1&M assisted Three Rivers Community Schools in

The Ohio Senate is considering a tax credit for the Michigan to develop the charging infrastructure for the school
purchase of electric vehicles and charging stations for  gistrict’s two new electric buses.

either commercial or personal use. As the federal EV

tax credit expires for manufacturers such as Tesla and GM, which have sold over 200,000 EVs, we are working with
legislators and others to extend this program.

¢ InLouisiana, SporTran, the City of Shreveport's transportation system, debuted three new electric buses, bringing
its EV fleet to eight. Southwestern Electric Power Company (SWEPCO) provided a $150,000 matching grant to
SporTran to purchase an EV charger for the city’s electric bus fleet. The new-generation charger will enable electric
buses to charge in just 30-45 minutes, compared to the four- to five-hour charge time required previously.
Shreveport's electric bus fleet is the largest in Louisiana.

e |n2019, I&M assisted Three Rivers Community Schools in Michigan to develop the charging infrastructure for the
school district's two new electric buses. It required a transformer upgrade and identifying the best locations to install
the chargers. The new buses are quieter, cost less to maintain and provide health benefits by reducing exposure to
diesel exhaust fumes.

¢ InVirginia, the residential off-peak rate schedule was approved in 2019. The rate schedule offers reduced cost
electricity for EV customers who choose to charge off-peak, while allowing them to keep their household on a
traditional rate schedule. Additional off-peak use reduces costs for other customers through better utilization of the
grid.

e Approved in 2020, the IM PluggedIn Pilot is a robust program that plays an important role in encouraging plug-in
electric vehicle adoption and incenting off-peak charging behavior in a way that optimizes the overall electric
system. Under the pilot, I&M will provide residential and small commercial customers a rebate to offset wiring and
charger installation. Multi-family dwellings and other commercial and industrial customers will also be part of the pilot
program and eligible to take advantage of one of two incentive options to help offset charging infrastructure costs.
I&M is currently working to launch the program.

GRID RELIABILITY & RESILIENCE _—
mprove

Having a modern, reliable, resilient and secure grid is Reliability
critical to a clean energy future. From 2020 through 2024,

we plan to invest approximately $26 billion on transmission

and distribution infrastructure to expand, strengthen and

modernize our network. We are installing new equipment Renewable

Broadband
and facilities that support and integrate renewable and IEn"tee;gr‘;ﬁon
distributed energy resources, and we are using analytics UTI LITY OF
and other tools to monitor and predict potential reliability
and security risks. We are leveraging the convergence TH E FUTU RE

between the electric utility and, system communications, and
transportation industries to modernize the grid and address
critical socio-economic needs. Through this, we are
providing customers with access to reliable, affordable and
cleaner energy options and opening access to broadband
opportunities in underserved areas.

Outage
Control

Reliability Investments

Maintaining the approximately 260,000 miles in our transmission and distribution network comes with an array of
challenges even as we upgrade our infrastructure to meet modern-day needs. While our transmission and distribution
system is built to last, equipment naturally wears over time, which can increase the risk of failure, outages and efficiency
loss. It also affects the customer experience. Making investments to upgrade and replace our aging transmission and
distribution grid is essential to maintaining the highest levels of reliability, resilience and customer satisfaction.



AEP works to maintain and expand our transmission system for the needs of our customers. However, at this point, much
of our system is nearing or past the end of its useful life. This is a situation being faced by AEP and other utilities across
the country. The Edison Electric Institute estimates that 30% of the U.S. transmission system is at, or near, the end of its
useful life. We proactively identify equipment that could be a risk to system reliability. We identified nearly 10,600 miles of
power lines and more than 360 transformers expected to exceed their design life in the next decade.

Although AEP actively maintains all infrastructure on our grid, there comes a time when replacement is more appropriate
than rehabilitation based on condition, performance and risk of failure. As equipment approaches the end of its useful life,
there are consequences to consider. Tower structures become weaker, other parts deteriorate and lines have a higher
risk of frequent and prolonged outages due to failure. These can also lead to safety considerations for workers and the
public. AEP wants to ensure our system remains strong, resilient and safe for generations to come. Therefore, we plan to
continue our investments to replace and upgrade equipment and facilities that have the most direct reliability benefit to
customers.

AEP’s distribution system is no exception. The average age of our distribution poles is 31 years, with more than 1 million
poles older than 45 years. Our Operating Companies utilize asset programs to replace and upgrade the aging
infrastructure on the distribution system. These programs include replacements of poles, small conductor, service
transformers, and protective and voltage regulator equipment. The replacements are planned based on the age and
condition of the assets and are prioritized into the overall Operating Company budget for reliability improvement.

To address these aging distribution infrastructure needs requires $2.7 billion in annual on-system capital investment
simply to maintain the current age profile of our system.

While our aggregate load growth is low across the system, there are pockets of higher load growth driven by mixtures of
industrial, commercial and residential development. We update annual load forecasts for substations and circuits and plan
necessary capacity additions to assure that the growing load can be served reliably. These capacity improvements
typically provide incremental reliability improvement by reducing the exposure of existing circuits, adding capacity for
recovery of customers during abnormal conditions, and strengthening the circuits both physically and electrically.

We also leverage data analytics and digital technology to reduce failures, increase safety, improve grid reliability and
reduce risks. For example, AEP’s Asset Health Center (AHC) provides proactive operational and predictive awareness
that allows us to make informed decisions about transmission assets that need maintenance or replacement. This helps
us reduce risk by identifying safety issues in real time and informs our capital investment strategy. Since 2012, we have
also installed and managed real-time performance monitors, saving the company up to $45 million by preventing
transformer failures. The deployment of monitoring and analytics to the grid have been a priority for AEP. These enhanced
tools will allow for us to better monitor the system, improve resilience and improve response times to outage conditions.

We are also developing data analytic and visibility tools that make it easier for our distribution engineers and operations
personnel to visualize where high-value reliability improvements can be implemented. More detailed reports to analyze
specific outage causes and locations are then utilized to develop and prioritize reliability improvement investments. Along
with traditional solutions, innovative solutions being considered to improve reliability include distributed generation, energy
storage and microgrids.

Vegetation Management

When it comes to vegetation management, AEP has some of the most challenging geography and terrain across the
nation. This makes prevention of outages and equipment failures from overgrown and/or fallen vegetation one of our
biggest and most expensive challenges. In addition to maintaining what is growing inside our rights-of-way (ROW), we
also evaluate the health of trees outside the ROW as part of our management process.

We manage vegetation growth immediately surrounding our power lines — within our defined easements for operational
integrity — with a combination of performance-based (such as targeting low-performing circuits) and cycle-based (regularly
scheduled) maintenance strategies. Executing an effective vegetation management program across our service area is a
significant expense that has a direct effect on service reliability and customer satisfaction. We carefully manage our
programs to ensure they are cost-effective, using a variety of tools and techniques. This includes helicopters for aerial
inspections, approved herbicide applications and tree trimming. We also continuously evaluate new, more efficient



equipment in the field while integrating artificial intelligence solutions into our planning process to maximize cost
efficiency.

Our operating companies work with state regulatory commissions for approval to implement more aggressive and
proactive cycle-based vegetation management programs. We have successfully done this in Ohio, Oklahoma, West
Virginia, Indiana and Kentucky.

Vegetation Management at AEP:

e During the past five years, AEP has spent more than $1.89 billion on vegetation management, including $539
millionin 2019.

e Since 2010, Kentucky Power has cleared nearly 10,000 miles of overhead lines in its service territory, reducing
outages caused by trees inside the ROW by over 70%.

e In 2019, falling trees accounted for approximately 29% of the total AEP customer minutes of interruption.

Leveraging Drone Technology

Drones are an effective means of inspecting power lines for regular maintenance and surveilling damage after storms.
Since 2017, we have tested and used camera-equipped drones for power line patrols and inspections. We also use
drones to conduct inspections of generation, transmission, system communications and distribution equipment. Our drone
governance structure ensures we comply with specific requirements regarding physical and cybersecurity, corporate risk
assessments and federal regulations.

The Advantages of Drones Include:

e Cameras can capture images underneath
components on a structure, such as insulator
assemblies, while helicopter pilots and observers can
only look down.

e Working conditions are safer because no one is
required to climb a tower or ride in a helicopter.

e Drones can access hard-to-reach areas possibly not
accessible by helicopter.

e Drones are quieter th