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COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY
215 North Front Street, Columbus, Ohio 43215

Background of the Company

Corumpos aNp SoutHeErN Onio ELectric Compeany (the Company ) is a subsidiary of American
Electric Po ser Company, Inc. (AEP) and is engaged in the generation, purchase, transmission and
distributior, of electric power. The Company was organized under the laws of Ohie in 1906 and
became part of the AEP System in 1980. The Company’s principal executive offices are in Colum-
bus, Ohio.

The Company has two wholly owned subsidiaries, Simco Inc. and Colomet, Inc. Simco Inc. is
engaged in leasing coal-mining equipment and related mining operations. Colomet, Inc. is engaged in
real estate acgivities

The Company serves 66 communities and approximately 461,000 customers in a 6,200 square
mile area of central and southern Ohio with an estimated population of 1,129,150, Approximately
R0% of the Company’s revenues are derived £ om the Columbus metropolitan area which is a
political, educational, wholesale and retail dist ibution center with a wide diversity of industries.
Among the principal industries served are me aufacturers of plastic tape and coating, beverages,
aircraft and missiles, industrial machinery and equipment, paper products and containers, telephone
equipment, electric appliances, metal and metal parts, cement products, industrial abrasives,
electronic components, food processing and rescarch, The Company also supplies wholesale
electric power 1o other electric utilities and to municipally owned distribution systems within the
Service area.

The Company's generating plants and important load centers are interconnected by a high-
voltage transmission network. This network in turn is interconnecied either directly or indirectly
with the following other AEP System companies to form a single integrated power system: Appala-
chian Power Company. Indiana & Michigan Electric Company, Kentucky Power Company, Kings-
port Power Company, Michigan Power Company, Ohio Power Company andd Wheeling Electric
Company. The Company is also interconnected with the following other utilities: The Cincinnati
Gas & Electric Company, The Dayton Power and Light Company, Ohio Edisen Company and Ohio
Valley Electric Corporation.
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Selected Financial Data

Year Ended December 31,

1977

$ 323,968
247.942
76.026
11,184
57,180
12,846

54.334

54,334

10,090
§  44.244

$1.353.974
231,438
1,122,536
1,254 851

421,582

‘s8,354
20,000

S48 862

1986 1979 1978
(In Thousands)
INCOME STATEMENTS DATA

OPERATING REVENUES == ELECTRIC ... ........ $ S501.,093(a) $432.842 §$ 376926
ToraL OPERATING EXPENSES . ... .. .........0.. 393,549 342,770 310,544
OPERATING INCOME it i ie i e 107,544 90,072 66,382
Totar Oruer INcOME AND DEpDUCTIONS ... 19,728 20963 15,338
IncoME BEFORE INTEREST CHARGES ... ........ 127,269 111,035 81,720
NET INTEREST CHABGEE o ovaiian guiisssnainnnnis 64,774 51,058 41.893
ConsoLipatend NeT Income — before non-

recurring cumulative effect of

accounting change .........ov il 62,495 59.977 39,827
NONRECURRING CUMULATIVE EFVECT OF

ACCOUNTING CHANGE ... .. fa o A O 5 Vs 6,457 - —
CONSOLIDATED NET INCOME — before preferred

and preference stock dividend

FOQUINOTREINE . | s i v hs et i n b e lod ot 68,952 §9.977 39,827
PREFERRED ANT* PREFERENCESTOCK DIVIDEND

BUBQUEREMBRIE. o os s o ol s, w04 s 14,723 13,890 12421
EArRNINGS APPLICABLE TO COMMON STOCK .. ... .. $ 54229 5 46087 § 27,806

Baiance SHEETs DAaTA

ELECTRIC UMILITy PLANT . i evnecnncnss $1,637,356 $1.582.543 $1.476,436
ACCUMULATED PROVISION FOR DEPRECIATION ... 324,976 204,349 265.936
NET ELECTRIC UIILITy PLANT L0 v to s nns 1,312,380 1,288,194 1,212.500
Torar AsseTs AND OTHER DEBITS . ... 0uot. ... 1,585,272 1. 448.666 |.360.826
Common Stock. Premiuss on Capiral

STock AND OTHER PaipaN Camtar ... ... .. 463,744 430.865 414, 866
CUMULATIVE PREFERRED STOCK

NoT SUBIECT 10 MANDATORY REDEMPTION |, .. 8,34 98,354 9R.354

SURIECT TO MANDATORY REDEMFTION ... ... ., 91,780 60,000 60,000
CUMULATIVE PREFERENCE STOCK ..o vviiin s 54.8M — -
LONGTERM DEBT () .« o oo i ovsvssevninsnrsssnsss 669,587 649 82X §92.321

() loacludes 31,937 900 of unbilled revenues - See Note 2 of Notes to Consolidated Financial Statements

th) Including portion due within one year

1976

$ 280.09%
213,123
66,973
27697
94,670
40,368

54,302

54,302

7925
546377

$1.196,996
205.439
991,557
1,121,014

3156 453

98,354
20,000

507.365



Management’s Discussion and Analysis
of Financial Condition and Results of Operations

The following are some of the more significant factors
affecting the financial condition of the Company as
reflected in the consolidated results of operations, This
discussion refers to the consolidated financial state-
ments appearing on the following pages.

Operating Revenues and Expenses

Operating revenues increased 157 in 1979 and 16% in
1980 compared to increases in energy sales of 7% and
29, respectively. The greater inCreases in revenues are
primarily the result of rate increases implemented dur-
ing the period 1978-1980 and the recovery of higher fuel
costs through fuel adjustment provisions. 1980 rev-
enues also inereased due to an accounting change,
adopted in 1980, to record unbilled revenues.

Approximately 90% of the Company’'s revenues are
collected from retail customers (residential. commer-
cial and industrial). In 1979, revenues attributable to
retail customers rose 14% on a 4% increase in kilowatt-
hour sales while 1980 retail revenues and sales were up
167 and 4%, respectively.

Wholesale revenues increased 24% in 1979 on a 23%
increase in kilowatthour sales and increased 5% in 1980
despite an 11% dechin. in sales. On January |, 1981,
following the May 1980 acquisition of the Company by
American Electric Power Company., Inc. (AEP), the
Company became a participant in the AEP System
power pool. As a participant, the Coripany is now able
to take advantage of AEF's gencrating capability and
tramsmission system which is expected to increase
wholesale transactions between the Company and
other utilities,

Operating expenses increased 10% in 1979 and 15% in
1980 primarily due to fuel for electric generation which
increased 1279 in 1979 and 10% in 1980, Future fuel
expenses may be affected by impending contract
negotiations between the coa! industry and the United
Mine Workers as well as the possibility of more strin-
gent environmental restrictions on burning certain
types of coal. Whether or not continued increases in
fuel costs will adversely affect earnings will depend on
the Company's ability to recover those costs promptly
in the face of efforts by consumer groups and others to
delay or reduce rate increases and (o ehiminate or re-
duce the extent of coverage of fuel adjustment clauses.,

Construction and Financing Program

Expenditures for the Company's construction pro-
gram over the three-year period 1981-1983 are esti-
mated to be approximately $350,863.000. Substantial
additional expenditures may be required if existing
generating plants have to be modified or require addi-
tional facilities to comply with present and future en-
vironmental quality standards. In recent years. the
Company's construction program has been affected by
substantial increases in construction costs and difficul-
ties in obtaining financing for the program due to high
costs of capital and dividend or interest coverage re-
quirements. The Company’s construction program is
reviewed continuously and revised from time to time in
response to revised projections of load growth and
changes in the cost and availability of capital. In recent
years, these reviews have resulted in extending con-
struction schedules of a number of projects with the
objective of reducing the level of annual construction
expenditures. However, deferrals of construction proj-
ects may have an adverse effect on the quality of service
provided to customers in the future, and any resulting
reductions in current construction ¢osts may. in the
long run. be at least partially offset by cancellation
charges and general inflationary trends. In addition,
when the completion date of a project under construg-
tion is substantially delayed, it becomes more expen-
sive, both because of the foregoing factors and because
of certain costs such as real property taxes. allowance
for funds used during construction (AFUDC) and other
overheads which continue to accrue until the facility is
placed in commercial operation.

It is estimated that approximately 33% of the Com-
pany's projected construction expenditures for 1981-
1983 will be financed with internally generated funds.
The additional amounts needed will have to be raised
externally through sales of securities and investments
in the Company's common equity by AEP. The Com-
pany initially finances current construction expendi-
tures in excess of available internally generated funds
by issuing unsecured shert-term debt. Short-term debt
is then periodically reduced with the proceeds of sub-
sequent sales of long-term debt securities and preferred
stock. Prior to the acquisition of the Company by AEP,
proceeds from the sale of common stock were also used
to reduce short-term debt. Additional funds are now
obtained through cash capital contributions from the
parent company which are ultimately financed through
the sale of AEP'S common stock.
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AND SUBSIDIARIES

The amount of short-term debt which the Company
may issue is primarily limited by regulatory restri¢tions
under the Public Utility Holding Company Act of 1935,
At December 31, 1980, the Company was permitted
under these restrictions to issue a total of approxi-
mately $200,000,000 of short-term debt. On the same
date, the Company had outstanding unused short-term
bank lines of credit, many of which are shared with
other AEP companies. of approximately $187.000,000,
Bank lines of credit may be withdrawn by the banks
extending them at any time and. in most cases, require
the maintenance of compensating balance deposits or
the payment of fees in lieu of deposits.

In order for the Company to issue additional long-
term debt and preferred stock, it is necessary to comply
with carnings coverage requirements contained in
mortgage and debenture indentures and in the charter,
The issuance of additional long-term debt (except to
refund maturing long-term debt) requires pre-tax earn-
mgs equal to at least twice the annual interest charges
on long-term debt, giving effect to the issuance of the
new debt, for a period of 12 consecutive months within
the |5 months immediately preceding the date of the
new issue. To issue additional preferred stock, the
Company must have after-tax gross income at least
equal to one and one-half times annual interest charges
and preferred and preference dividends, giving effect to
the issuance of the new preferred stock, for the same
period. At December 31, 1980, the long-term debt and
preferred stock coverages of the Company were 2.32
and 1.40, respectively.

In view of these restrictions on the issuance of addi-
tional debt securities and preferred stock, it is evident
that it will be possible to meet the capital requirements
of the Company’s construction program only if rate
increases over the next several years are sufficient to
maintain the carnings levels required to issue the neces-
sary amounts of long-term debt and preferred stock and
to provide an appropriate return on new equity invest-
ment

Net Income

Consohidated net income before preferred and pref-
erence dividends increased 517 in 1979, The increase
reflects the significant difference in operating condi-
tions compared to 1978 when various extraordinary
events, including the prolonged coal strike, resulted in a
27% decling in earnings. Net income for 1980 increased
157, however. over 849 of the increase was attributa-
ble to adopting the unbiiled method of recording rev-
enues, The increases in net income were accompanied
by a decrease in the total AFUDC reflected in net
income. from 51% in 1978 10 31.5% in 1979 and 25.8% in
1980. The decreases were the result of the completion of
a major construction progect which was transferred to
plant in service in 1978 and the inclusion in rate base of
part of the construction expenditures related to the
Zimmer nuclear unit in the Company’s most recent rate
case. AFUDC does not represent cash income or a
reduction in actual interest expense, but is an account-
ing convention, required by regulatory systems of ac-
counts. The net cost of borrowed funds used for con-
struction and a reasonable rate of return on other funds
when so used is capitalized as a cost of construction
projects with a concurrent credit to the Consolidated
Statement of Income. The amount capitalized is gener-
ally included in the plant investment base for setting
rates and recovered through depreciation charges in-
cluded in the rates after the project is placed in com-
mercial operation.

Effects of Inflation

The Figh rates of inflation have had a severe effect on
the Company's revenues. expenses and net income tha:
is not readily evident in conventional financial state-
ments, For additiona’ information on the effects of in-
flation, refer to Note 16 of Notes to Consolidated Fi-
nancial Statements which presents a statement of in-
come for 1980, adjuste:’ for the effects of inflation, and a
comparison of selected supplementary data, similarly
adjusted.




Auditors” Opinion

To The Shareowners and the Board of Directors of
Columbus and Southern Ohio Electric Company:

We have examined the consolidated balance sheets of COLUMBUS AND SOUTHERN OHIO
ELECTRIC COMPANY (an Ohio Corporation) and subsidiary companies as of December 31, 1980
and 1979, and the related consolidated statements of income. retained earnings and source and
application of funds for each of the three years in the period ended December 31, 1980. Our
examinations were made in accordance with generally accepted auditing standards and, accord-
ingly. included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of
Columbus and Southern Ohio Electric Company and subsidiary companies as of December 31, 1980
and 1979, and the results of their operations and their source and application of funds for each of the
three vears in the period ended December 31, 1980, in cenformity with generally accepted account-
ing principles which. except for the change in 1980 (with which we concur) 10 the unbilled method of
recognizing revenues described in Note 2, were applied on a consistent basis.

ARTHUR ANDERSEN & CO.

Columbus, Ohwo,
February 6, 1981,
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Consolidated Statements of Income

Year Ended December 31,

1980 1979 1978
(In Thousands)
OPERATING REVENUES — ELECTRIC ... ...0iuiiiinin.n, P $501,093 $432 842 $376.926
OPERATING E xPENSES
Operation:
Fuel for Electric Generstion .. ........oesvrssesasssiens 151,018 137,078 122,584
Purchased and Interchange Power (Net) ................ (147) (1,785) 18,760
R ) s o o ikl 0 T e AR o R et e e ok s e 82,400 69,345 65,854
M ORANCE oo b oot v ie s s ninnsmosnn s wns oms s an ame ossesn 49,516 37.776 313,668
T T ) R S R R D e 41,705 19,843 35,754
Taxes Other Than Federal Income Taxes ................. 40,799 38,193 32,763
Federal Income Taxes ..........cooiiiiiiiiii i, 28,258 22,320 1,161
Total Operating EXpenses . .........cicvmninssone 393,549 342.770 310,544
CIERRRTING ANCOME . 5 50000 35 g 5 0s i 4o b a2 d Wb oy S 107,544 90,072 66,382
OTHER INCOME AND DEDUCTIONS
Allowance for Gther Funds Used During Construction .., .. 8,854 9.825 11,270
Equity in Earnings of Subsidiary Companies  .............. 2,136 1,727 341
Miscellaneous Nonoperating Income Less Deductions .. .. .. 8,735 9411 e 5y
Total Other Income and Deductions .............. 19,7258 20,963 15,338
INCOME BEFORE INTEREST CHARGES . o« cviv vonivmnnnnisisins 127,269 111.035 81,720
INTEREST CHARGES
Interest on Long-term BIEBE " .. o v oiiniene it v s ai bt b 57,243 50,719 46,746
Interest on Shorts1erm DIEBt - o 0o s ihetbmsrae s a e beasss 15,978 ¥.993 3,753
Miscellaneous INtEreBt ChRIEES oo i chsmba s s mn € iimnms 474 422 450
Total Interest ChBEGES . it viois odlse o diie sy b 73,692 60,134 50,949
Allowance for Borrowed Funds Used During
CURSIRUCION TV oo i S nars ab s hii s T s s e e d s (8,918) (9.076) (9,056)
MNEL SRETOSY CRATHRE -« vo it samisa iaaim saris € 5wl 64,774 51,058 41.893
CoNSOLIDATED NET INCOME BEFORE NONRECURRING CUMULATIVI
EFFECT OF ACCOUNTING CHANGE . oot e i oe veecinon vnvas 62,495 59,977 39,827
NONRECURRING CUMULATIVE EFFECT OF ACCOUNTING
CHANGE (NET OF $8.501,000 AppLicaBLe Taxes:  ............. 6,457 s h
CONSOLIDATED NET INCOME AFTER NONRECURRING CUMULATIVE
Ervect or Accounnine Cuanae — before preferred and
preference stock dividend requirements ... ... L. 68,952 59,977 39.827
PrEFERRED AND PREFERENCE STOCK DIVIDEND REQUIREMENTS .. . .. 14,723 13,890 12.021
EARNINGS APPLICABLE TO COMMON STOCK .o ivin i ‘ $ 54,229 $ 46,087 $ 27.806
Pro forma amounts assuming the new method of recording
unbilled revenues is applied retroactively:
Earnings Applicable to Common Stock ..., ........... $ 47,772 $ 45815 $ 28.857

See Notes 1o Consolidated Financial Statements
9



1980
'S AND OTHER DEBITS
| P

655,087
244.570
391.716
56,859
289,124

1,637,356
324,976

1,312,380

28,021

59 19
8.540

36,618
101
3,938
(680

§3,342
17,855
13,891

7.349

146,891




COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY
AND SUBSIDIARIES

_ December 31.
1980 1979
(In Thousands)
LIABILITIES AND OTHER CREDITS
CAPITALIZATION
Common Stock — No Par Value
Shares Authorized: 24,000,000
Shares Outstanding: 1980-16.410,426: 1979-16,345 951 ... $ 41,026 $ 40,865

Premivms on Capital Stoek ... ..o cviircrnnirineines e 249,616 249149
Other PaIg-n Capttlll - . coivis oo muns s wmeaii iea s v horks b 30,000 —
Retained EanobiBE - .. . oo ik nssssinins elind oehfaini 143,102 140.851
Total Common Shareowner's Equity  ................. 463,744 430,865
Cumulative Preferred Stock:
| Not Subject to Mandatory Redemption  ................. 8,304 98,354
| Subject to Mandatory Redemption ............00000n.. 01,780 60,000
| Cumulative Preference Stack . .......oiiviiivniiinnineins 54,834 —_—
| Long-term Debt (less portion due within one year) ......... 654,722 589.774
| Total Capitalization (less long-term debt due
| RN ONE VBATT v i vt dn dee i 615 vtd a b s sy s 1,273,384 1,178,993
CURRENT LiaBIL TIES
Long-term Tebt Due Within One Year .. ........0oiiiun. 14,865 60,054
Short-term Debt:
Notes Piyvable 10 Bamks .« ocin dodir i s v s ossa i 48,032 30.663
Notes Payable to Other Financial Institutions  ........... 30,000 20,000
Accounts Payable:
T | e e e e e o e R R e S T e 30,045 28.025
| ASSOCIAted COMPANIEE ... i ibeaiion inrraninbsnsss 538 —
| CIRRRODIBS ERREISRIER - 0 il s e o a1 s T B L T e 1.800 1.514
e W VT 7 DS P s MR e e T e Ly < S R | 50,038 50,477
INIETESE ACOYUBE | i i e liiie s e e Ao s el 8 i as e 6 ok 17,184 14.064
Other Coreent LiabtHties &, .00 oot sy onssinsessesns 9,883 - 9.654
Potal Current LigbiHUes .02 . il iaieimicse i 202,385 214,451

CoMMiTMENTs AND CONTINGENCIES (See Note 12)

DEreRRED CREDITS AND OPERATING RESERVES

Defermed TN00ME TTEKSE. i i s vliialiine e v anii snplyaensnas 34,165 25,790
Deferred Investment Tax Credits .. ... oviiiviiniinnen 42,728 26,466
Other Deferred Credits and Operating Reserves ..., ..., 2,610 2.966
Total Deferred Credits and Operating Reserves ... 79,503 55.222

WO i 3 5 e hginiea s coimes O IR 4 SR $1,585,272 $1.448 666



Consolidated Statements of Source and Application of Funds

Souvrce oF Funps

Funos FroM OPERATIONS

Consolidated Net Income .. ....oviiiniviniininirassns
Principal Non-fund Charges (Credits) to Income:
EOIBCIRIEIE | <ol b 252 et oo ¥ A opa oo 5 s
Provision for Deferred Income Taxes (Net) ...........
Deferred Investment Tax Credits (Net) ... .........
Allowance for Other Funds Used During Construction .
Equity in Undistributed Earnings of Subsidiaries .. .. ..
AT T TNBLY v 05 oot o 4 1s s 18 o e Bt o R ot i g
Total Funds from OperatiOns ... ..y sanve oo vis g

Funps FROM FINANCINGS
Issuances and Contributions;
WLyl s AR e el ek SR CA e T
Capital Contribution from Parent Company ...........
Cumulative Preference Stock - ... v i inenionsvan
Comulative Preferred Stock .. ... o iinin.
TR T e A S e e R ;
ShOrt=1arm DL INBE) v 0 o vinemis s ais s ase i s

Total Funds from Financings ... ..o oiiieinn.
Fotsl Source of FUNAR v v ciioes onniin oyl ssseh

APPLICATION OF FUNDS

Gross Additions to Utility Plant ... .. ... . i
CATORE UIDRE AGERIORE- s s st il et 4 w5280 8 et 58 R

Total Gross AdAILONS . 0o ciicnsainsnansnes s
Allowance for Other Funds Used During Construction ... ..

Net Additions to Utility Plant ... ..o 0an,
Retirements of Long-term Debt and Cumidative Preferred
RSN L et v e th o Savnotal s ok g 6 e s e A et e e g TR e
Dividends on Common Stock .. .. i ii s
Dividends on Cumulative Preferred and Preference Stock . ..
RO AT ABNEE) 0 stk (e ives A At ors 5 arple oot (PSR e Bt aNe s e
increase i Warking Capiali(B) a5 s e s msn i eam yas

Total Application of Funds ... .ooiiin.

(2) Excludes Long-term Debt Due Within One Year and
Short-term Debt and is represented by increase (decrease)
us follows:

Coash and Cash Boms <. 0 ih. . os st cdein, edb v
Accoumts MEOBIWEBIE - s Lasinsonswa oidesis
Materials and Supplies ... ...
Accrued Utility Revenues .., ... .. i v iviircinins
ACTOUNE PRYBDIE . - s v iiietmciis s 18 8w SaaE A
Civitands Pocianetl . 505 o ihisnol wibe dheby sl v b
i T B Tl R e i
Other (Net) ...« L T e L S5 L e

See Notes to Consolidated Financial Statements

Year Ended December 31,

$ 68,952

41,705
8,376

14,629

(8,854)
1,450
1,176

127,43

1,311
30,000
54,667
49,415
79,200
27,369

241,962
$369,39%

$101,904
1,515
103,419
(8,854
94,565

182,082
38041
14,723

(6°,6)
40,66,

$369,39%6

$ 323
4,265
24,231
13,891
(2,559)

439
(2,836)

$ 40,661

1979

(In Thousands)

$ 59977

19,843
4,509
5,768

(9.825)
1.824

831

102,927

4,528

79,775
(2.769)

81.534
$184.461

$114.921
1,636
116.557
(9.825)
106,732

22,532
34,606
13,890
4.005
2.696

S184.461

$ 1,402
469
6,206
(2,624)
9,366
(10.484)
(1,639)

2,69

1978

$ 39.827

35,754
2,248
6.253)

(11,270)
2278

-

234
64,845

3,522

-

19,520
52,936
20,588
116,566
$181.411

$125.809
1,616
127,425

(11.270)
116,155

9.685
37,334
12,021

3973

2,243

I8 411

$ 5y
R, 285
4.203

(3.048)

(81)
(3.354)
(4,298)

$ 2243



I COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY

AND SUBSIDIARIES

Consolidated Statements of Retained Earnings

__Year Ended December 31,
1980 1979 1978

(In Thousands)
Balance at Beginning of Year ...........cocvviiviiniiannins $140,851 $129,370 $138.898
Consolidated Net Income after Nonrecurring Cumulative
Effect of Accounting Chang® ..., «orwnknmanisseansni 68,952 §9.977 39827
e e e el ST e e R O 209,803 189,347 178,725
Deductions:
Cash Dividends Declared:
COMBON BIOCK | & o oo e e whbie s a4 b e i e T i B 38,041 34.606 37.334
Cumulative Preferred Stock:
LG 06 SBIES L s 7o b v v e i T eI € R AR 169 440 440
MARE TREIRE i s o o aTr i i e abih Ak ok s e S 154 419 419
e TR TR Bl | o ey T R 740 1,800 1.800
B T N R R e ey 442 1.203 1.203
L T R RO TR R e R 621 1,704 1,704
HES29% BEMen: . i da e Bt s e o Nt B TR 826 2,104 2.104
B R B OTIEE s e S e Sro (L i g an a2 e 1,011 2,420 2.420
9.50% Series .. ... e A AT e I A W e e 3,800 3.800 1,931
Cop s T el 1 L e ety Iy ST 1,570 - —
Cumulative Preference Stock — $15.25 Series ........... 5,389 - -
Total Cash Dividends Declared .........cc.0 0000 52,764 48,496 49,355
Premium and Expenses on Retirement of Cumulative
e o g Bt U SR G s MRl Tt i B SO o S e 13,016 — —
Capitl BLook TRPOBER | . oo oy 5 s T oy yai daun il vl b ki'e 921 - -
Notal POGUBtIONE . ;i i on s wiae oo s'vh adwiioys 66,701 48,496 49,355
CTE TR LT B R GO R R Sy LA g $143,102 $i40.851 $129.370

Sev Nates to Consolidated Financial Statements




Notes to Consolidated Financial Statements

1. Significant Accounting Policies:

The common stock of the Company 18 wholly owned
by American Electric Power Company, Inc. (AEP).
The consolidated financial statements include the ac-
counts of the Company and two wholly owned sub-
sidiaries. Simco Inc. (Simco) and Colomet. Inc. Simco
is engaged in leasing coal-mining equipment and related
mining operations. Colomet, Inc. 1s engaged in real
estate activities. The Company accounts for its invest-
ment in such subsidiaries by use of the equity method.
Significant imercompany items have been eliminated in
consolidation.

The accounting and rates of the Company are sub-
ject in certain respects to the requirements of The Pub-
lic Utihties Commission of Ohie (PUCO) and to the
requirements of the Federal Energy Regulatory Com-
mission { FERC). The consolidated financial statements
have been prepared on the basis of the accounts which
are maintained for FERC purposes. Certain reclassifi-
cations have been made to conform to the 1980 presen-
tation,

Electric Utility Plant, Other Property and Invesiments
and Depreciation

Electric utitity plant is stated at original cost. Gener-
ally. the plant of the Company is subiect to first
mortgage liens.

The Company capitalizes, as & construction ¢ost, an
allowance for funds used during construction. an item
not representing cash income. which 1s defined in the
applicable regulatory systems of accounts as the net
cost of borrowed funds used for construction purposes
and & reasonable rate on other funds when so used. The
composite rate used by the Company was changed,
effective May 12, 1978, from an ¥. 50 gross rate 1o a
7.25% net of tax rate and was increased to 8.53% effec-
tive January 1. 1980. Since 1977, the allowance has been
compounded on a semi-annual basis,

The Company provides for depreciation on a
straught-line basis over the estimated useful lives of the
property. Provisions for depreciation. stated as a per-
centage of the average balance of related electric prop-
erties, approximated 3.29% for 1980, 3.28% for 1979
and 3.30¢7 for 1978,

14

Operating expenses are Charged with the costs of
labor, materials. supervision aind other costs incurred in
maintaining the properties. Property accounts arc
charged with the costs of betterments and major re-
placements of property and the sccumulated provision
for depreciation is charged with retirements, together
with removal costs less salvage.

Other property and investments are generally stated
at cost.

Revenue and Fuel

Prior to 1980. revenues were recorded as bitled to
customers on a menthly cycle basis. In 1980, the Com-
pany began to record anbilled utility revenues (see Note
2).

On January 7. 1981, the PUCO ordered the Com-
pany to refund approximately $1.378.000 of revenue
collected through the application of an emergency sur-
charge placed in effect March 1, 1979, Cperating rev-
enues for 1980 have not been reduced to reflect the
pending refund which will be made in the first quarter of
1981,

The Company charges to expense the cost of fuel as
it is consumed. Substantially all of the Company’s
tariffs include fuel adjustment clauses under which
changes in fues expense are reflected in customers’ bills
in the second month following such changes. On July 2,
1980. Ohio officially abolished the automatic fuel ad-
Jjustment clause. However, the PUCO has not yet
finalized a method for implementing the new fuel regu-
lation. Therefore, no change in the existing fuel clause
has been made. Under the new statute, the Company
will submit fuel statistics for the most recent six month
period to be used for estimating fuel charges for the
subsequent six month period.

Ohio law and regulations require refunds of amounts
collected through the fuel clause mechanism found by
the PUCO, after audit and hearing, not to be justified.
Hearings to date have not required any significant re-
funds.
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Income Taxes

Deferred Federal income taxes, reduced where
applicable by investment tax credits, are provided by
the Company generally to the extent that such amounts
are allowed for rate-making purposes, Deferred incoine
taxes have been provided since 1975 for operations
regulated by FERC. Effective May 12, 1978, the Com-
pany began providing deferred taxes on the additional
depreciation resulting from the difference between
straight-line and accelerated tax depreciation for prop-
erty placed in service after January 1, 1977 pursuant to a
rate order of the PUCO. Coincident with the PUCO rate
order and the adoption of a net-of-tax allowance for
funds rate, the Company began recording the tax bene-
fits associated with borrowed funds used to finance
construction in Other Income rather than as a reduction
in Federal income taxes.

The Company practices deferral accounting for the

effect of tax reductions resulting from the application of

investment tax credits to provisions for current and
certain deferred Federal income taxes. The deferred
investment tax credit applicable to current Federal in-
come taxes payable i1s amortized over the composite life
of the related property.

Pension Plan

The Company has a non-contributory retirement in-
come plan which covers substantially all of its
employees, The plan conforms to the Employee Re-
tirement Income Security Act of 1974,

Pension costs for the years ended December 31,
1980, 1979 and 1978 were approximately $13,020.000,
$10,655,000 and $9,.285.000 respectively. These
amounts cover the costs of currently accruing benefits
together with principal and interest on unfunded prior-
service costs. The unfunded prior-service costs, ap-

proximately $72.328.500 at January 1. 1980, the date of

the most recent actuarial study, are being amortized

over various periods not 1o exceed 40 years. The in-
creases in pension costs have resulted from normal
growth and exporiencye. changes in actuarial assump-
tions and plan improvements, 1980 pension costs also
increased due to a supplemental early retirement pio-
gram,

At January 1, 1980, the date of the latest actuarial
valuation. the actuarial present value of vested accrued
benefits was $79.679.200 and the actuanal present value
of nonvested accrued benefits was 52,973,800, The
value of net assets, using market value for marketable
securities, available for benefits at January 1, 1980 was
$70.721,300. Thi> assumed rate of return used in deter-
mining the actuarial present value of accrued benefits
was 7%%.

2. Change in Accounting Method:

The Company changed its method of accounting in
1980 to accrue utility revenues for services rendered but
not billed at month-end. Prior to the change. revenues
were recorded as billed to customers on a monthly cycle
basis. The new method was adopted to permit a better
matching of costs and revenues and to allow the Com-
pany's results to be more comparable with other cperat-
ing companies within the AEP System.

The change (net of applicable taxes) increased 1980
income before the cumulative effect of the accounting
change by $1.043.447. The nonrecurring cumulative ef-
fect of the accounting change applicable to years prior
to January 1. 1980 is shown separately in the Consoli-
dated Statement of Income for 1980. Pro forma amounts
are shown in the Consolidated Statements of Income to
disclose the amount of earnings applicable to common
stock that would have been reported for 1980. 1979 and
1978 if the new method of accounting for revenues had
been in effect in prior years,
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3. Federal Income Taxes:
The details of Federal income taxes are as follows:

Charged (Credited) to Operating Fxpenses:
Cwrent Federal lncome Taxes (Net)
Deferred Federal Income Taxes (Net) .
Deferred Investment Tax Credits (Net)

Total ;
Credited 10 Other Income and
Deductions . ;
Chirged 1o Nonare urrmg( umulnmc H’l‘cu nf Mu\unlmg
Change(s) =y SN N § "oy

Total Federal Income Taxes .. ... .. i

Year El\dud Dwtmhct ll y

WM W‘?‘I ms_
iln Thmuandm
$10.754 $12043 % 5,166
2478 4,500 2248
M.ﬁ;’v *m l6.2§3)
2258 2230 1,161
(7,905 (7969 (2851
S.501 Jote =
$25.854 Su 31§ o wo»

(a1 Represents deferred taxes apphcable to the change in the Company s book accounting method 1o recognize unhilled revenues (bcc hoie
The Company’'s effective Federal income tax rates were less than the statutory rates for the years 1980, 1979 and

1978 The following is a reconciliation of the differences between the amount of Federal income taxes computed by

multiplying pre-tax book income by the statutory rate and the amount of Federal income tax expense reported in the

Consolidated Statements of Income.

Conmsolidated Net Income - before prcfcn’cd and preference stock dividend requ:remcnu
Federal Income Taxes ) ek b R

Pre-Tux Book Income

Federal Income Tax on Pre-Tax Book Income at Statutory Rate of 467 in 1980 and 1979 and 48% in 1978

Increase (Decrease) in Federal Income Taxes Ruulling From:
Excess of Tax over Book Deprecuation

Allowance for Funds Used During Corstruction and Mmcelhmnus llemn (amlahud on Buoks bm Ay

Deducted for Tax Purposes (Not shown below) |
Unbilled Revenues
Other

Federal Income Tax on Current Year Tauhlc Income tScpmm- Rcmrn Buml

Adyastment due 1o System Consohidation ] R It X

Current Year Investment Tax Credit o . S e e T y
Currently Payable ... . > i) SO

Adjustments of Prior-Year Aceruals (Nen

Adjustments for Tax Losses (a)
Federal Income Taxes
Investment Tax Credit

Current Federal Income Taxcn (Net) i
Deferred Federal Income Taxes (Net of Amortization) Rcsulung rmm lbc hsllnwmg Tummg Dﬁﬁtrcmn

Deprecintion (Liberalized and Asset Dtprcuu!um Range) .., ovivinse : ' S K d e s

Unbilled Revenues :
Acceleruted Amortization of Pmcrpem ¥ !uuhues tAmuﬂ.umn of | mm yeur prov isions)
Investment Tax Credit Applicable 1o Deferved Federal Income Taxes on Certan Timing Differences

Deferred Federal Income Taxes (Net)
Deferred Investment Tax Credit (Net)
Total Federal Income Taxes

. $25.884

$14351

Year Ended December 31,

1960 1979 1978
In Thousands)
. S6R 952 RSO UTT  $39.K)7
cio 25854 14351 (1;690)
94806 $TLA2K $3811T
$43611 $34.191 $18,306
iB346)  9.524) (10374
999 (11,471 (12.030)
(6.390)
Q01 20
1S.E72 11104 (3358
: 2046

Cas08) (1431 1%
S13 2n 1.Ri6
11.564) K01 a9
(223 — —
1,632 e o
2849 4074 2308
6680 4740 2.4K0
6390 — St
(230) (234) {232)

(4 473) yole i
KA 458 248
14620 S76K u- 253)

541‘6970_’

(i) Prior to the scquisition of the Company by AEF on May 9. 1980, the Company was not subyect to regulstions under the Public Utility Holding
Company Act of 1935 and computed Federal income taxes on a separate Company basis. The AEP System allocates Federal income taxes
currently pavable in accordance with Securities and Exchange Commission (SEC ) regulations. which require that the benefit of tax losses be
allocated 10 the AEP Sysrem companies with taxable income. The benefits of tax losses, without affecting taxes payable, are reallocated 1o the
AEF System companies giving rise 1o such losses. as it is expected thut these iosses would be usable in subseguent vears to reduce taxes

payable of the loss companies through the application of the SEC aliocation.
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The Company will file a separate Federa! income tax return for the pre-acquisition period. From the date of
acquisition the Company will join in filing a consolidated Federal income tax return with its affiliated companies in
the AEP System,

Unused AEP System investment tax credits at December 31, 1980 aggregated approximately $267.000.000, of
which approximately $13.000.000 may be carried forward through 1984, $92,300.000 through 1985, $56.800.000
through 1986 and $104.990,000 through 1987, As required by the Internal Revenue Code, approximately $37,300,000
of these amounts, generated by the Company prior to its acquisition, mast be utilized by it. Of the AEP System
investnent tax credit carryforwards, inclusive of the “ompany's credit, approximately $29.000.000 has been applied
as 4 reduction of deferred income taxes prior to December 31, 1980 and will not be reflected in net income when
realized in future years except as affected by changes in deferred income taxes.

The Federal income tax returns of the Company for the vears prior to 1975 have been settled. The Internal
Revenue Service has reviewed the returns for 1975 and 1976. The Revenue Agents’ Report has not yet been received.

4. Common Ownership of Generating and Transmission Facilities:

The fol'swing table summarizes the Company’s ownership in facilities in which the Company’s ownership
interest, and that of the Cincinnati Gas & Electric Company and The Dayton Power and Light Company, is that of a
tenant in common. Each of the participating companies is obligated to pay a share of the costs of any such jointly
owned facilities in the same proportion as ‘ts ownership interest. Th: Company's proportionate share of the
operating costs associated with such facilities are included in the Consolidated Statements of Income and the
amounts reflected in the accompanying Consolidated Balance Sheets under utility plant include such costs as
follows:

Compuny ‘s Share
December 31.
1980 1979

Percent Ltibity Construction Utility Construction
of Plant Work Plant Waork
Ownership i Service m Progress in Service in Progress

tIn Thousands)
Production

WO Bechjord Generating Station (Unit No. 6) 125 $ 9.620 § 5 $ .48 $ 4

Conesville Generating Staiion (Uopnt No 4 - 43.5 S7T918 756 S8.006 5

I M. Stuart Generating Station 26.0 123 649 4,493 119,968 2.602
Wm. H. Zimmer Nuclear Power Station (Unit No. 1) ) . B35 — 262.323(u) - 220.705¢a)

$191 187 $267,597 SIK7 460 $223.383

Fransmission : ih) $ 5337 5 940 $ S2.89 $ 1.507

) Includes $19.050 000 and $16.060.000 at December 31, 1980 and 1979, respectively, for Zimmer Unit No. | nuclesr fuel
(b Varving percentages of ownership

At December 31, 1980 and 1979, the accumulated provision for depreciation with respect 1o the Company's share
of jomtly owned facilities amounted to $50,058.000 and $43.631,000. respectively.

5. Coal Operation:

Simeo owns coal mining equipment and participates in a joint venture with Peabody Coal Company for the mining
of coal owned by the Company and primarily used in its Conesville Generating Station. The Company can give no
assurance that environmental regulations will not limit or prevent the use of its coal.

Coal property and related assets (net) ¢onsisi of:

December 31,

IR (1) 1974

tIn Thousands)
Conl lunds and rights owned by the Company . less depletion : $ 9234 § 9,168
Coal mining equipment owned by Simeo ; g 25,035 27.002
Less: Reserve for Depreciation 12,163 13.336
12.872 13,666
Other assets of Simeo less labilites (excluding term Joan described in Note 10) 1.768 1 434

$23.874 $24.268

17
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NOTES TO CONSOLIDATED STATEMENTS (Continued)

Operating results from coal operations before interest charges paid on the term loan described in Note 10 for the
twelve months ended December 31, 1980, 1979, and 1978, respectively, were:

Year Ended December 31,

980 - 1w 18

tIn Thousands)
Simco resenues L . . od ¢ PR ORI Tt el Pl | $4.631 $2.835
Simeo nel income before interest chirges ; R, A e 82083 $1.972 S 350
The Company s net income from its other investment in coal operation ;- bt I £7% TR 635
Total net income from coal operations before interest charges Ty e v velan s coo $3.040 $2,700 § 9%5

The percentage oi the amount provided for depreciation for the year to average balances of related depreciable
property and depletion provided for coal lands and rights per ton of coal mined are as detailed below:
Year Ended December 31,

1980 1979 1978
Cowl mining equipment : ot s - L O LT o S0 599 T.1%
Depletion (cents per ton) veu e ! . P - : ... 13.5¢ 13.5¢ 13.5¢

6. Common Stock, Premiums on Capital Stock and Other Paid-in Capital:
I'he changes in common stock outstanding during the three years ended December 31, 1980 are detailed below:
Common Stock lssued
Premiums Net

Number Stated of Expense on
Y ear of Shares Value Capital Stock
(In Thousands}
.U h4. 473 6| $1.150
1979 197 978 4935 4.033
197K 134 3KK 348 3007

T'he chenges in common stock shown above resulted exclusively from issuances through the Company’s dividend
remvestmert and emplovees” stock purchase plans, As a result of the acquisition of the Company by AEP, the
dividend reinvestment plan was terminated and parent company common stock is now being purchased for the
employees” siock purchase plan,

The premiums on capital stock was reduced 32,074,600 in 1980. The reduction represents the amount of premium
originally contributed by certain shares of preferred stock which were reacquired as a result of the tenfer offer during
the second quarter of 1980,

The Company received from its parent a cash capital contribution of $30.000.000 in 1980 which was ¢redited to
Orher Paid-in Capital.,

7. Retained Earnings:

Various restrictions on the use of retained earnings for cash dividends on common stock and other purposes are
contained in or result from covenants in the Company’s mortgage indenture, debenture indenture, and charter
provisions. Approximately $67.726.000 were so restricted st December 31, 1980,

8. Reacquisition of Cumulative Preferred Stock and Issuance of Cumulative Preference Stock:

During the period March 31, 1980 through April 22, 1980, the Company offered its holders of cumulative preferred
stock texcept the 9.507% Series) the option of (a) tendering their shares for Cash, (b) tendoring their shares in exchange
for shares of cumulative preference stock, $15.25 Series. or (¢) retaining their preferred shares. The tender offer was
made in connection with the acquisition of the Company by AEP.

As aresult of the tender offer, 1,737,822 shares of cumulative preferred stock were reacquired. Of the total shares
reacquired, 769,983 shares were exchanged foi 548,342 shares of cumulative preference stock at & stated value of
$54.834.200 and cash payments amounting to approximately $66.966.000 were made to shareholders who tendered
the remaining 967 839 preferied shares, No cumulative preference shares were outstanding prior to the tender offer.

X
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9. Cumulative Preferred Stock:

At December 31, 1980, authorized shares of cumulative preferred stock were as follows:
Par Value Shares Authorized

IR T o ol S a ST, e S ST ST A LT By TP e i el 1.500.000

B R L s e e, Py 5.000,000

The cumulative preferred stock is callable st the option of the Company at the prices indicated plus accrued

dividends. The involuntary hquidation preference is par value.
A. Cumulative Preferred stock Not Subject to Mandatory Redemption:

Shares Outstanding Amount
Redemption Piews
Current Restricted Par December 31, December 31,
Series Call Price Prior to Value 1980 1979 1980 1979
tIn Thousands)
4945 . SIL 171 — S100 7.942 103,59] $ 794 SID3se
4.687% , . 101 — 106 4 852 8Y 950 485 K.99%
1 ; ; 106,75 e 100 20,967 180,000 2.7 1X.000
7.52% ; . 108 - 100 K 393 160,000 K39 16,00
B.SX% - ; 10K - 100 9,258 J00.000 ylée 20,000
$2.42 ) ’ 307 11-2-81 25 126,503 1000 000 3,163 25,000
¥ 304 SUR 354
B. Cumulative Preferred Stock Subject to Mandatory Redemption:
Shares Outstanding Amount
Redemption ) ; g .
Current Restricted Par December 31, December 31,
Series Call Price Prior 1o Value 1980 1979 1980 1979
(In Thousands) 1
2. S26%(a) $107.25 — $100 17.804 2061 46%) $ 1,780 $20.000 |
9 S0rihy \ 120 S-1-R4 100 400 0006d ) 404, 000 40,000 40,000 :
$3.45) 848 11-1-85% 25 2.000.0000d) - S0.000 —
$91.780 60000

ta) A sinking fund for the 10.529% Series requires the Company to provide, on or before Augost |, of each yeoar beginning in 1981, for the
redemption of 10,000 shares of such series. The Company has the right, on each sinking fund date, to redeem an additional 10,000 shares and
has the option to credit shares purchased or otherwise acqguired in lieu of redeeming shares for the sinking fund. Approximately 182,200 shares

of the 10 527% Series were acquired th 1980 which may be used to satisfy sinking fund requirements throug

h 1998 Prior to August 2. 1985 shares

mey not be redeemed, other than by operation of the applicable sinking fund. through refunding operations at un effective cost of less than

1) 529 per annum

(h

A sinking fund for the 9.50°% Series requires the Company o provide, on or before May 1. of each vear beginming in 1984, for the redemption of

16,000 shures of such series. The Company has the night, on cach sinking fund date. to redeem an additional 16,000 share-.

A sinking fund for the $3.45 ¢

)

ries requires the Company to provide an or before November |, of each vear beginning in 1985, for the

redemption of 100,000 shares of such series, The Company has the right, on each sinking fund date, 1o redeem an additional 100,000 shares

(dy The shares of the Y5007 Sertes and the $3.45 Series were issued in 1978 and 1980, respectively

te) The mimimum sinking fund provisions of the series subject to mandatory redempuon aggregate $1.600,000 for 1984 and $4. 100,000 for 1985
(fi Differences between redemption prices tineluding commissions and reacquisition expenses) and the stated value plus any premium and less

any discount or expenses applicable to the shares as they are retired are accounted far in the following

manner as prescribed by the FERC.

Gains on reacquisition are recorded as an increase in proprictary capital and losses are & reduction of previous reacquisition gains with any

excess being charged 10 retained earnings

19
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10. Long-term Debt, Lines of Credit and Compensating Balances:
Long-term debt by major category was outstanding as follows (less portion due within one vear):

First Mortgage Bonds

Debentures

Other Long-term Debt

Term Loans

Other, including Simeo Note

Torgl

First mortgage bonds outstanding were as follows:

Series

2 RO
T
A%
9L
119
LRI
g%
L6t
W%
ER
e
4w
| 38%5¢
AW
9 459%
OVa'
9. 205
2%
0V
9%
Y 907
R

Due

1980 — March 1.
1980 — November |
1981 — September |
1982 — June |

1983 — January 1
1983 — November |
1984 — October |
1984 — November |
1985 — July 1

1986 — April |

1987 — Marun |
1988 — January |

1990 — Ogtober | (a*

1992 — May |

1996 — May |

1997 — Ogtober §
1998 — Muarch |
1998 — June |

1999 —— September |
1999 — December |
M - Muy |

2006 — September |

Unamortized Debt Premium and Discount (Net)

Less Portion Due Within One Year

Fotal

(i) Issued by the Company i Ogctober, 1980

. i T
19K0 X !m
(In Thousands)
$609,903 $538,937
20,714 20 866
22,960 26.920
1,145 3,081
$654,722 $589.774

1 December 31,
1980 i L
(In Thousands)
$ - $ 7,500

- 50,000
9,000 9.000
50,000 50.000
30,000 30,000
7,590 7.668
7,698 7,698
60,000 60.000
45,000 45,000
9,480 9,480
15,789 15789
13,860 13,860
KO.000 i
15,827 15.827
40,000 40,000
14,640 14,640
45,000 45 000
24.7%0 24,750
60,000 60,000
20,000 20,000
35,000 15 000
35,000 15,000
269 228
61K.903 596,437
9,000 57,500
m)'?.ml 3538_937

The aggregate amount of scheduled maturities and sinking fund requirements for all long-term debt outstanding
at December 31, 1980 is $16,725.300 for 1981, $50.,926.100 for 1982, $46,207.400 for 1983, $81.313,900 for 1984 and
SSK.K13.900 for 1985, The portion of the sinking fund requirements which may be satisfied by bonding property
additions is $1.860.000 for each of the five yeas ended December 31, 1985,

In 1976, Simco. one of the Company's subsidiaries. borrowed $10.000.000 from a bank. The Company has
guaranteed this note, which is payable by Simco in twenty-four consecutive quarterly installments and may be
prepaid without penalty at any time. At December 31, 1980, the balance of the note outstanding was $2,083,400.
Interest on this note. which is based on the bank's prime rate plus 1'4% . is included under Interest Charges in the
Consolidated Statements of Income.

20
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The Company had unused short-term bank lines of credit of approximately $187.000,000 and $104.066.000 at
December 31, 1980 and 1979, respectively. Available lines of credit are subject to withdrawal at the banks’ option and
approximately $181.000.000 of such lines at December 31, 1980 are shared with other companies in the AEP System.
In accordance with informal agreements with the banks, compensating balance deposits of up to 10% or. in certain
instances, equivalent fees are required to maintain the lines of credit, and. on any amounts actually borrowed.
generally either additional compensating balance deposits of up to 10% are maintained or adjustments in interest
rates are made. Substantially all bank balances are maintained by the Company to compensate the banks for services
and for both used and available lines of credit,

The Company has a line of credit which extends until October 1982 with a major leasing company under which
$30.000.000 was borrowed at December 31, 1980, There are no compensating balance requirements but the
short-term notes payable are secured by the Company’s coal and oil inventories.

The Company also has a loan agreement with various banks, in connection with the repurchase of preferred
shares. under which $15.956.000 was outstanding at December 31, 1980.

Under the Company's lines of credit and other short-term borrowing agreements, notes will mature not more
than 270 days after the day of issuance or renewal,

11, Supplementary Income Statement Information Related-Party Transactions:
Operating Revenues — Electric shown in the Consolidated Statement of Income for 1980 includes approximately
$3.757.000 representing sales of energy to an affiliated company within the AEP System subsequent to May 9, 1980.
Operating expenses shown in the Consolidated Statements of Income include certain items not shown sep-
arately, as follows:

Year Ended December 31,

1980 1979 1978
(In Thousands)
Putchascd Power (i) (b) ! : ar sl L $ 459 § 430 $10.9K81
Interchange Power (Net) (a) ., oA 2 : = PLL Y (606} (2.215) 7,79
S (147) $(1.78%) S1K,760
Fuxes Other Than Federal Income Taxes
Reul und Fersonal Property Taxes ' - o ; $20.711 $20.654 $17.852
State Excise on Gross Receipts ! - 16,283 14,323 12.156
Social Security Taxes — Federal and State A et 2y 3,351 2,764 2,377
Other I v ey y . 454 452 378
40,799 $3R. 193 $32.763
Depreciation and Depletion applicable to coal uper.nlmns included in
Other Income and Deductions : I s ' y £ 1414 $ 1.99% $ 2.668

() Purchased power and interchange power for 1980 include $227.200 and $280,700, respectively, representing transactions with an affiliated
company within the AEP Syvstem subsequent 1o May 9, 1980
th) Incle des power purchased from Ghio Valley Electric Corporation of approximately $(366.000) in 1980, $87,000 in 1979 and $9 10,000 in 1978

The Company and its subsidiaries have no significant royalty or advertising expenses.

American Electric Power Service Corporation provides certain services to the Company and the affiliated
companies in the AEP System. The costs of the services are determined by the service company on a direct-charge
basis to the extent practicable and on reasonable bases of proration for indirect costs. The charges for services are
made on a cost basis but include no compensation for the use of equity capital. all of which is furnished to the service
company by AEP. The service company is subject to the regulation of the SEC under the Public Utility Holding
Company Act of 1935
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12, Commitments and Contingencies:

The Company cstimates that its construction program for the year 1981 will require expenditures of approx-
imately $134.939.000. Substantial commitments have begn made in connection with the construction program
including commitments for commonly-owned nuclear generation and transmission facilities.

Effective December 31, 1980, construction associated with two generating units at the Poston Station was
suspended and approximately $35.312.000 of related costs were transferred from Construction Work In Progress to
Other Work in Progress as shown in the Consolidated Balance Sheets under Deferred Debits, Construction on the
project will resume provided American Municipal Power-Ohio. Inc. comprised of certain Ohio municipal electric
utilities. elects to purchase the generating units pursuant to a coordination agreement made in connection with the
acquisition of the Company by AEP.

The Compuny s facilities are subject to laws and regulations with respect to air and water quality and other
environmental matters. Strict application of proposed and existing environmental regulations and comphiance
iimetables may adversely impact the Company’'s fuel procurement policies and place limitations on using coal mined
from Company-owned coal property, Regulations could also delay the commercial operation of facdities under
construction. reguire extensive modification or curtail the use of existing coal-fired generating facilities as well as
affect expansion plans for coal-fired generating fucilities.

Ohio Valiey Electric Corporation (OVEC ) which was organized by the Company, its parent. three affiliated
operating companies and several unaffiliated utibity companies. has a long-term contract which extends to 1992 10
supply pawer to the U.S. Department of Energy (DOE). The proceeds from the sale of power by OVEC are designed
to be sufficient for OVEC to meet its operating expenses and fixed costs, including amortization of long-term debt
capital tbalance approximately $4.000.000 as of December 31, 1980} over a period ending in 1981 and to provide an
annual return on its equity capital. The Company is entitled to receive from OVEC, and is obligated to pay for, 4.3%
of the power not required by DOE.

13. Coal Mining Operations:

Simco owns a two-thirds interest in a joint venture which mines coal from Compuny owned coal lands. The joint
venture has experienced various regulatory and operational problems in the reclamation of such coal lands which has
resulted in a reclamation reserve deficiency for Simeo at December 31. 1980 in the range of $1.000.000 to $1.560.000.
I'he Company implemented a plan in 1979 designed 1o increase prospectively the reserve to an adeguate level through
the price charged for coal mined in the future. It is the Company 's opinion that such amounts will be ultimately
recoverable through the fuel adjustment clause.

14, Leases:

The Company . as part of its operations, leases property, plant and equipment under leases ranging in length up to
30 years. Most of the leases require the Company 1o pay related property taxes, maintenance costs and other costs of
operation. The Company expects that in the normal course of business, leases will generally be renewed or replaced
by other leases. The greatest part of the rentals is under leases having purchase options or having renew al options for
substantially all of the economic lives of the properties.

Rentals are analyzed as follows:

Year Ended December 31,

1980 Ty S
1l Thousards)
Operuting Expenses $3.783 $1.147 LR
Clearing und Misceljuncous Accounts (a : ) 5367 3,098 1.826
Total " ! §9,350 §6.342 54 o

el o ihe upportionment of these aocounts. part of the amounts shown are charged 10 income

!
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COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY

AND SUBSIDIARIES

Future minimum lease payments, by period and in the aggregate. under the Company 's noncancellable operating

leases consisted of the following at December 31, 1980:

1UK2 ! o B e o o ot ol s I e BT e
1983 . L AN AR N e by A g A
1984 43 IS e ey N L e (R T P S it L R e e
Later Years ... L o o3 el S A

Total Future Micimum Lease Paymenis ... . e B, el AalaHl T

Operating Leases

(in Thousands)
$ 3.604
........ 4.075
4423

SA ey 4.423

.......... 4.423
49,076

..... $70.024

The following ‘s a pro forma analysis of leased properties under capitalizable leases and related obligations,

assuming that such leases were capitalized:

Generating Facilities .. .. o kv Fibe AR A

Eovironmental Facilities b el np PEASEI S S : e e A= "k |
General EQuipment . . ! e P T s e B % e TR LY .
Other

Gross Properties Under Capitalizable 1eases
Less Accumulated Provision for Amortization

Net Properties Under Capitalizable Lenses . e, g |

Obligatons Under Capitahizable Leases (u)
(a) Including an estimated $2.250.000 and $2.239 000, respectively, due within one year

Had capitalizable leases been capitalized, any additional net expenses would

December 34,
LT 1979
{in Thousands)
$13.447 $13.433
10,467 10,467
9,832 6.029
) ¥
33,783 20,966
10.562 8.227
$23.221 $21.739
$30.398 $23.304

have been insignificant. The pro

forma data do not give recognition to offsetting adjustments in allowable revenues that the Company believes would
normally be expected to occur through the regulatory rate-making process. if the related leases had been capitalized.

15, Unaudited Quarterly Financial Informaiion:
The following consolidated quarterly financial information 1s unaudited but,

includes all adjustments necessary for a fair presentation of the amounts shown:

Quarterly Periods Operating
Ended Revenues
1980 (4) ~
Mur. 31 ) . e : . $124, 185
Jun 30 : yer 112,343
Sept. 30 o 5 e ey - 142,824
Dec. 31 - : . o 121,241
197 .
Mar, 31 ! - o R S 106,259
un. 30 ) , e P 101,294
Sept. 10 . . : L e o i 117,545
Dec. 3 ey : ] P 107,744

in the opmion of the Company,

Operating Net
Income Income (b)

tIn Thousands)

526258 $23.402
22.5% 10,614
33.460 21,088
25,236 13,881

§19,895 $12.371
19,644 12.242
29073 21.724
21.459 13,640

() The 1980 guarterly results shown sbove have been restated to reflect the change in secounting, adopted in 1980, 1o record unbilled revenues

by Netincome for the quarter ended March 31, 1980 includes $6.457 000 which represents the nonrecurring cumulative effect of the accounting
change Netingome, s reported prior te the accounting change, amounted to $17.083 000, 11,507 000 and $20,502 000 for the quarters ended
March 31, June 30 and September 30, 1980, respectively . If the Company had recorded unbille d revenuesin 1979, net income would have been
$H0.726.000. 313,216,000, $21 874,000 and 13,889,000, respectively . for the quarters ended March 31, June 30, September 30 and December

LY L



NOTES TO CONSOLIDATED STATEMENTS (Continued)

16. Unaudited Information on Infiation and Changing Prices:

The supplementary information in the statements below is presented in compliance with the requirements of
Statement No. 33 issued by the Financial Accounting Standards Board (FASB). The information is intended to
disclose the effects of both general inflation and changing prices, however, the amounts should be considered
approximations of such effects rather than precise measures since a number of subjective judgments and estimating
technigues were employed in developing the information.

Constant Dollar amounts represent historical costs stated in terms of dollars of equal purchasing power, as
measured by the average level of the 1980 Consumers Price Index for All Urban Consumers (CPI-U).

Curzent Cost amounts reflect the changes in specific prices of property, plant and equipment from the date such
assets were acquired to the present, and differ from Constant Dollar amounts to the extent that specitic prices have
risen at a different rate than the general inflation rate as measured by the CPI-U. The Current Cost of property, plant
and equipment represents the approximate cost of replacing such resources and includes utility plant in service,
construction work in progress. land, land rights and other property and investments. Current Cost amounts were
determined primarily by applying appropriate indexes from the Handy-Whitman Index of Public Utility Construction
Costs

Consolidated Statement of Income
Adjusted tor Effects of Changing Prices
Yeur Ended December 31, 1980

As Stated Adiusted Adjusted
in the Primary for General for Changes
Financial Inflation in Specific Prices
Statements (Constant Dollar) (Current Cost)
tIn Thousands)
Operating Revenues ! e : $ 501,003 $ 501,093 £ 501,093
Operating Expenses
Operation
Fuel tor Electric Generation Lzt 1S1.0IR 151018 151,018
Purchased and Interchange Power (Nety ... . (147) (147) (147)
Other . - R2.400 K2 400 K2.400
Maintenance ! . 49 516 49 516 49 516
Depreciation (a) el s’ . : 41,708 81.847 K3 Rdty
Taxes Other Than Federal lmunn Tuxes | : R I 40,799 40,799 40,799
Federal Income Taxes 1 ! 28,258 28,258 28,258
Fotal Operating Expense ] 303 549 433,091 435,690
Operating Income : ) ! 107 544 47,402 65 403
Other Income and Deductions I.t) 3 : ! ) eind 19,728 IR, 358 18391
Net Interest Charges 164,774 (64,774) 164.774)
Nonrecurring Comulative Fifect of ‘\ununllng Change t'\et nt taxes) .. 6,457 6,457 6457
Preferred and Preference Stock Dividend Requirements ! Sat. oo (14.72%) (i4,723) 114,723
Consolidated Net Income (b) ! . $ 54209 $ 12,720 £ 10,754
Incrense in Specific Prices (current costs) of Property, Plant and Equipment
Held Durning the Year (¢) i $ 179,109
Reduction To Net Recoverable Cost nh i . $0113.909) (3.637)
Effect of Increase in General Price Level ! . (2871241
Facess of Increase in General Price Level Over Increase in Specific Prices
After Reduction to Net Recoverable (Cost i (11.59)
G from Dechine in Purchasing Power of Net Amounts Owed () ... 95,038 9% 038
Net : $ (IB.K7I) $ (16,554)



COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY
AND SUBSIDIARIES

(@) As prescribed by the FASE, the items in the Consolidated Statement of Income that have been adjusted are depreciation and depletion
tncluding portions classified in Other Income and Deductions). The inflation-adjusted data for accumulated provisions for depreciation were
estimated by applying to such amounts the historical ratios of accumulated provisions to original cost. Depreciation and dcpleuon charges were
computed by applying current accrual rates to vanous accounts after adjusting such accounts for the effects of changing pric

(b} In¢luding the reduction to net recoverable cost, the income (oss) from operations on a Constant Dollar basis and Currem (.osi basis would
have been $C101, 1890000 and $7.117.000, respectively.

() At December 31, 1980, Current Cost of property ., plant and equipment, net of accumulated depreciation and depletion was $2,515,832,000
while historical cost or net cost recoverable through depreciation was $1.335 364,000,

(d) The reduction to net recoverible cost of property . plant and equipt. wnt (as expressed in terms of inflation- adjusted cost) 1o historical cost
recognizes that the rate-making process limits the Company to recovery of the historical cost of the subject assets,

i€) To properly reflect the economics of rate regulation in the Consohidated Statement of Income Adjusted for Effects of Changing Prices. the
reduction to net recoverable cost should be offset by the gain that results from the decline in purchasiag power of the net amounts owed by the
Company . During a penod of inflation. holders of monetary assets such as cash and receivables suffer a loss of general purchasing power while
holders of monetary Habihities, generally long-term debt, experience a gain (because debt will be repaid in dollars having less purchasing power).
The Company’s gain from the dechine m purchasing pow-7 of its net amounts owed s primarily attributabie to the substantial amount of debt and
cumubdive preferred stock subject 1o mandatory redemption which has been used to finance utility plant.

Five-Year Comparison of Selected Supplementary Data
Adjusted for the Effects of Changing Prices
(Dollar Amounts Are Expressed in Terms of Average 1980 Dollars)

Year Ended December 31,

1980 1979 |978 1977 ) 1976
(in Thousands E xccpl Indcx Duuu

Operuting Pevenues . e 8501093 $491.151 8476076 $440.525  $405.441
Historical cost information adjusted Inr plerd Muha

Income from operations (excluding reduction to net recoverable costy ... .. $ 12720 $ 3139

Net Assets ol year-end ot net recoverable oSt | ..o ciiiniiii i cies s $450.683  3967.138
Current cost information

Income from operations (excluding reduction 1o net recoverable cost) . .. $ 10,754 § 20.9%5)

Excess of increase in general price level over increase in specific prices after

reduction to net recoverable cost L A i e e e NS LR i $111.592  $142.965

Net assets at year-end at net recoverable cmt I O ARy P9 $450,683  $567.135
General financial data

Gan from decling in purchasing power of net amounts owed ... ... . $ 95038 $106.444

Average consumer price index ; £ P | R I 246 8 2018 195 4 1815 170.5



Operating Statistics

1980 1979 l‘l?!l 1977 1Y /6
OPERATING STATISTICS
Erecoroe OprratiNG REvesues
{In Thousands):
From Kilowatt-hour Sales:
Residential:
Without Electric Heating ... ........ $156,464 $134 915 S121.883a) $111.470 $101.100
With Electric Heating .. .. ......... 46,652 17,037 33.45%a) 24 801 18,046
Total Residential .. ............ 203,146 171,952 155,342 136,271 119,146
Commercial ................. .. 188,287 131,773 111,717 100.226 §7.701
Ivdustrigh .. .. 87,519 80,057 69 802 60,019 §3.191
Sales for Resale:
Municipalities ... .. N L 19,023 15,931 15,168 10,747 9.029
Other Electric Utiliies ... .. .. hm 15,333 16,655 11.1%3 4. 582 365
Total Sales for Resale .. ... Ry 34,356 32 586 26,351 18,329 9,394
MISCOHANEOUS .o v o eee ciese e . i6,816 12,688 10,016 9130 K.541
FTotal from Kilowatt-hour Sales . 497,124 429,056 373.228 320,978 277,973
Other Operating Revenues ... ... ... 3,969 3.786 3698 2,993 2,123
Total Electric Operating Reveries  $501,093 $432.842 $176.926 $323 968 $2R80.09%
Sources asb Saces oF Exeray (In Milhons of
Kilowatt-hours)
Sources:
Net Generated — Steam:

Fossil Fuel ........... S e L 10,540 10,495 9 427 9670 R.647
Purchased ....... LTI B ol 108 3 306 b 165
Mot MICTCRANEE ... oo vvinivaneesye (66) (1% 9K (173) 9

Total Sources St DI s 10,582 10,383 9.K31 9.552 KRS
Less: Losses, Company Use, Bte. ... 719 699 739 7 735
Net Sources ..., e uion By 9,863 9,684 9.092 X K65 B.116
Sales:
Reswdential:
Without Electric Heating ... ... 1,468 2,349 2.300(a) 2413 2,308
With Flectric Heating e 96K 873 KSS8(a) 676 S50
Total Residential . . st 1,436 3,222 3.155 3,109 2,859
Commercial ....... o e, A e 2,902 =742 2,584 2684 2.507
Industrial ... .. L it L ] - 2,045 o K 2.042 2.045 1,965
Sales for Resale
Municipalities : PR 589 559 520 4ux 419
Other Electric Utilities ... .. s S8 678 484 216 17
Total Sales for Resale L E 1,107 1.237 1004 714 456
Miscellaneous <y i ; 373 352 307 313 309
SOEE] BN, 1 . i vV eo yis sl ! 9,861 9,684 9,092 K.R6S R.116

!g



COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY

1980 1979 1978 1977 1976
AviraaE Cost oF Fuel CoONSUMED:
Cents per Million Btu:
O T et 4 e T YR A 4 R Ageiad 129.38 119.66 115.89 95.61 92.07
B T b pins e i 386.03 310.99 285.17 251.30 225.78
I 1 e g e e e e 284,10 233.97 228.83 178.19 154,52
EONBTBIL s v G o) e e W 403 e 4 37 131.24 121.66 120.88 97.97 95.23
Cents per Kilowatt-hour Generated:
L e e B 1.41 1.28 1.24 1.03 0.9%
1) g 1 R S R S NN 5.58 4.21 3.92 3.45 3.06
EIRE T i R e R bR L T e i 4.42 3.89 4.20 3.86 2.43
a7 Ty | R S e s R e o 1.43 1.31 1.30 .06 1.02
RESIDENTIAL SERVICE ~— AVERAGES
Annual KWH Use per Customer:
F | e R e e o 8,270 7.896 7.876 7.883 7.362
With Electric Heating .......... 19,930 20,471 20,425(a) 22,079 21,895
Annual Electric Bill;
Rl s iy B b R s 3 $489.03 $421.36 $387.82 $345.51 $306.79
With Electric Heating .......... $960.93 $RO6K. 16 $799 36(a) $810.05 $718.30
Price per KWH (Cents):
o (e s S R e R L= W 5.91 5.34 4.9 4.38 4.17
With Electric Heating .......... 4.82 4.24 3.91(a) 3.67 328
NusmBer OF ELectric CustoMeRs — Year-End:
Residential:
Without Electric Heating ........... 366,277 166,068 364,319 364,194 360,345
With Electric Heating .............. 51,115 45.948 39,204 33,806 32,127
Total Residential ... ......0.00, 417,392 412,016 403,523 398,000 392,472
OBl . i, wardan s Fa i et 4 o i & 39,906 41,461 40,708 40018 39,293
57017 ]yt ARSI U TS, Agteet ST 2,400 2,487 2,508 2.563 2,634
Sales for Resale:
Municipalities ., .o e Jivs i vigs ot 4 4 4 4 4
Other Electric Utilities .......0iviin 8 4 4 3 2
Total Sales for Resale .......... 9 8 8 7 6
Miscellaneous . .........iiiiiiiiiiaes 1,324 1318 1,169 1,130 1,085
Total Electric Customers ....... 461,031 457,290 447 913 441,718 435.490

(a) Estimated



Price Range of Common, Cumulative Preference and

Cumulative Preferred Stock
By Quarters (1980 and 1979}

1980 — Quarters 1979 — Quarters
Ist 2nd 3rd 4th Ist 2nd Ird 4th
Comman Stock (1)
(No Par Value)
Dividends Paid Per Share $ .58 $ .58 $ 58 $ 58 $ 8 $ .5 $ 58 $ W@
Market e — $ Per Share
(INY - igh 225 2544 255% 244 245% 25 26'% 24
Low 19'% 197% 213 1914 207 2 2254 200%
Cumulative Prel.rence Stock (3)
(No Far Value)
$15.25 Series (Old Money Issue)
Dividends Paid Per Share - - $3.4736  $3.8125 — —_ - —
Market Price — $ Per Share
INYSE) — High — 115 113 108 — - — —_
— Low - 110 110% H —_ — —_ ——
$15.25 Series (New Money Issue)
Dividends Paid Per Share —_ — $3.4736  $3.R!125 - - - -
Market Price — 3 Per Share
INYSE) — High — 119% 114 11 - - — —
- Low —_— 106 192 104 — — - —
Cumalative Preferred Stock
(3100 Par Value)
4147 Senes
Dividends Paid Per Share $1.06 S1.06 $1.06 $1.07 $1.06 $1.06 $1.06 $1.07
Market Price - $Per Share
(OTC)
Ask (High Low) 93149314 HIOL O 35738 3131 300239k 4004400, 46/46 49,49
Bid (High'Low) S6/56 9090 3030 2525 IR3K 3939 4012/4004 4848
4.657% Series
Dividends Pad Per Share $1.16 $1.16 .16 $1.17 SL.16 SiL.16 $1.16 $1.17
Market Price — $ Per Share
(OTC)
Ask (High/Low) BS/8S 1017101 REIRE 3538 433/43% 4242 4949 53/52
Bid (High Low) ROR0 RS/RS 335/334; 2R/28 4242 4141 4141 S1/51
7.582% Seéries
Dividends Paid Per Share $1.58 .88 $1.R8 SI1.88 SRR S1.BR $1.88 $1.88
Market Price — $ Per Share
(OTC)
Ask (High'Low 9292 1OR/ 108  62L2/62'2 56 56% 7171 TN70 7676 TRTR
Bid (High'Low) 74/74 S319/5314 55/58 48 4K 7070 7070 70°70 76/76
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COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY

_ 1980 — Quarters et i A9 = Quartery
Ist _ 2nd _ v 4th st ~2nd 3kd  4th
Cumulative Preferred Stock
(3100 Par Value)
K529 Series
Div ‘dends Paid Per Share $2.13 $2.13 $2.13 $2.13 $2.13 $2.13 $2.13 $2.13
MurkF: Price ~- % Per Share
(OTC)
Ask (High/Low) 9052 108/ 108 7 64'4/644 79/79 79/79 B6/86 8K/
Bid (High'Low) K6 Kb 8§7/587 6d/64 55/88 75778 787K 7878 8686
.00 Series
Dividends Pad Per Share $2 50 $2.50 $2.50 $2.50 52.50 $2.50 $2.50 $2.50
Mark1cl Price —- % Per Share
(O1C)
Ask (High/Low) 96/96 1091098 BIRA 707 Y494 92/92 92/92 92192
Bid (High'Low} 90 TI/T) 24/ 724 6262 9191 9090 90/90) 90/90
9. 5K% Series
Dividends Paid Per Share $2.375 $2.378 $2.375 $2.375 $2.378 $2.375 $2.375 $2.375
Markft Price — % Per Share
(O71C)
Ask (High'Low) 76/76 6363 7070 6363 Y545 95/95 9393 K282
Bud (High/Low) 12v3712% §9/59 6363 59/59 9090 990 KB/RY 75/78
10,529 Series (4)
Dividends Paid Per Share $2.63 £2.63 $2.63 $2.63 $2.63 $2.63 $2.63 $2.63
Market Price — $ Per Share
(NYSE) — High 104 {15 90 794 108 104 108 101
— Low Y4 75 762 70 9914 9K ol e 91
($25 Par Value)
$2.42 Series
Dividends Pad Per Share 8 605 S 605 $ 608 $ 608 S 6085 $ 605 $ 605 $ 605
Market Price — $ Per Share
(NYSE) — High 2814 31.07 24 21 23% 28 27 27
— Low 254 194 17%% 16 el 2144 242 24
$3.45 Series (5)
Dividends Paid Per Share — —_ -— 521 - — — -
Market Price — $ Per Share
| (OTC)
| Ask (High'Low) - - -— 2514/25V4 — — — -
| Bid (High/Low) — -— — 24%24% — —_ - -

| OTC — Over-the-Counter

| NYSE — New York Stock Exchange

(1) As of December 31, 1980 American Electric Power Company, Inc. owned 1009 of the Company's common stock.
(21 Refects two-thirds dividend payment due to a change in dividend payment dates.

(3) Issued May 1980

() Delisted from NYSE in 1980,

(5) Issued October 1980, Application to be made for listing on NYSE.

Naote -~ The above quotations bid and asked represent prices between dealers and do not represent actual transactions.
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Iransfer Agents
Cumulative Preferred Stock

I'he Huntington National Bank
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Cumulative Py of rence Stock
AmeriTrust Company

WK) |

Registrars
Cumulative Preferred Stock
BancOhio National Bank

Manufacturers Hanover Trust Company

4 N York Pla NEV
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AmeriTrust Company
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