 [LETTERHEAD OF BANK]

	Irrevocable Standby Letter of Credit No. _________
DATE: 

Beneficiary: The Bank of New York, as Indenture Trustee under the Indenture dated as of October 11, 2006 between the Indenture Trustee and AEP Texas Central Transition Funding II LLC (the “Note Issuer”)


Applicant:

AMOUNT: 

EXPIRY: ________, 20__ [Date and Place]


Ladies and Gentlemen:

We irrevocably authorize you to draw on us for the account of the Applicant up to an aggregate amount equal to United States Dollars ___________________ 
(the "Stated Amount") available against presentation of a dated written demand drawn on [Bank], purportedly signed by an authorized officer of the Beneficiary (who is identified as such) appropriately completed in the form of Annex 1 hereto. This Letter of Credit is furnished to you in connection with the collection of transition charges by the Applicant in its capacity as a retail electric provider (REP) under Texas law.  The obligations of Applicant with respect to such transition charges,  whether evidenced by regulations or tariffs of the Public Utility Commission of Texas (the “PUCT”), an agreement between the REP and AEP Texas Central Company or its successor (a “REP Service Agreement”) or otherwise, are referred to herein as the “Obligations”.

The above drawing request and all communications with respect to this Letter of Credit shall be in writing referencing this Letter of Credit No. ________ that is sent to us at the address listed in the following sentence and shall be effective:


(i)
if sent via overnight courier, when received or


(ii)
if sent via facsimile (provided that the original follows promptly via overnight courier), as of


the date and time indicated on the sender's written confirmation of such facsimile.


Our address for communications is: _____________________________________________,



__________________________, Attn: ________________________, telephone No. 




____________,



telecopier No. ___________.

A drawing under this Letter of Credit will be honored by us on or before ___ p.m., prevailing local time in _____________ on the next business day after presentation. Business day means any day other than a Saturday, Sunday or day on which banks in ______________ are authorized or required by law to close.

[Choose either Evergreen Option or Fixed Date Option]

[Evergreen Option:]  This Letter of Credit shall be deemed automatically extended without amendment, unless (I) at least ninety (90) days prior to any expiration date, we notify you by overnight courier service addressed to us as set forth above, that we elect not to renew this Letter of Credit or (ii) you deliver a Surrender Certificate prepared in the form of Annex 2 herein. You agree to surrender this Letter of Credit to you for cancellation promptly on or after the date of expiration.

[Fixed Date Option:] This Letter of Credit shall expire at the close of business in _________, ____, on the date (the "Expiration Date") which is the earliest of:


(i)
__________, as such date may be extended by us at the request of the Applicant (the


 "Extended Expiration Date"), or


(ii)
the date on which you have delivered to us a Surrender Certificate in the form of Annex 2



herein. If the Expiration Date is extended, we agree to deliver to you no later than ninety (90)



days prior to the Expiration Date an amendment to this Letter of Credit that sets forth such



Extended Expiration Date. You agree not to make any drawings after the close of



business, on the Expiration Date or the Extended Expiration Date. You



agree to surrender this Letter of Credit to us for cancellation promptly on or after the



Expiration Date, or if applicable, the Extended Expiration Date.

This Letter of Credit sets forth in full the terms of our undertaking and this undertaking shall not in any way be modified, amended, limited or amplified by reference to any document, instrument or agreement referred to herein, except only by defined terms used herein and Annex 1, 2 and 3 referred to herein; and any such reference shall not be deemed to incorporate herein by reference any document, instrument or agreement except for such defined terms and Annex 1, 2, and 3.

Each drawing honored under this Letter of Credit shall immediately reduce the amount thereafter available for drawings under this Letter of Credit. At the sole discretion of [Bank] this Letter of Credit shall be reinstated to the Stated Amount within five (5) days after the Applicant has transferred to us by wire transfer the amount of any drawing (partial or otherwise) made under this Letter of Credit and we shall so advise the Beneficiary of this reinstatement in a certificate in the form of Annex 3 hereto attached.

All banking charges, including any advising and negotiating bank charges, are for the account of the Applicant.

All drawing requests under this Letter of Credit shall bear the Clause:


"Drawn under Irrevocable Letter of Credit No. _________ dated _______."
This Letter of Credit shall not be amended except with the written concurrence of [Bank}, the Applicant and the Beneficiary.

We hereby engage with you that a drawing request drawn strictly in compliance with the terms of this Letter of Credit shall meet with due honor upon presentation.

This Letter of Credit is subject to the Uniform Customs and Practice for Documentary Credits (1993 Revision, in force as of the 1st of January 1994), International Chamber of Commerce Publication Number 500. 









[BANK]









BY:









Name:









Title:

ANNEX 1

FORM OF

DRAWING REQUEST

Drawn under Irrevocable Standby Letter of Credit No. _________ dated ________

DATE:

[BANK]

Ladies and Gentlemen:

The undersigned hereby draws on Irrevocable Letter of Credit No. _________, (the "Letter of Credit") dated
 _______, issued by you in our favor. Capitalized terms used and not otherwise defined herein have the meanings
assigned in the Letter of Credit.

In connection with this drawing, we hereby certify that:


A)
This drawing in the amount of US$
is being made pursuant to the Letter of Credit


issued to Bank of  New York, as Indenture Trustee (the "Beneficiary") under the

Indenture dated as of October 10, 2006 between the Indenture Trustee and AEP Texas Central

Transition Funding LLC II

and

(use one or more of the following forms of paragraph B, as applicable)


B)
"The Applicant has not satisfied all of its Obligations (as defined in the Letter of Credit) when


and as required."

or


B)
" The Letter of Credit is scheduled to expire no later than thirty (30) days from the date hereof, and 


the Applicant, who still has outstanding “Obligations” (as defined in the Letter of Credit) has failed 


to deliver a replacement or renewal letter of credit or other form of credit support acceptable to the 


Beneficiary."


C)
You are directed to make payment of the requested drawing to Account No. (insert bank name, 


address and account number).


IN WITNESS WHEREOF, the undersigned has executed and delivered this request on this day of








By:








Name:








Title:

cc: 
[the Applicant]

ANNEX 2

FORM OF SURRENDER CERTIFICATE

[Date]

[Bank address]


RE: Irrevocable Standby Letter of Credit No. _______________

Gentlemen/Ladies:


Reference is made to Irrevocable Standby Letter of Credit No. ___________ (the "Letter of Credit") dated _____________, issued by you in our favor.


This constitutes our notice to you pursuant to the Letter of Credit to terminate the Letter of Credit effective as of _____________. With this certificate, we deliver to you the Letter of Credit for surrender and cancellation.







Very truly yours,







[Beneficiary]

cc: [Applicant]

ANNEX 3

CERTIFICATE OF REINSTATEMENT OF OUTSTANDING AMOUNT

[Beneficiary]

Gentlemen/Ladies


Reference is made to Irrevocable Standby Letter of Credit No. _____________ (the "Letter of Credit"), dated _____________, issued by us in your favor.  


This constitutes our notice to you pursuant to the Letter of Credit that we have received payment of a drawing under the Letter of Credit in the amount of $__________ and the Letter of Credit has been reinstated to the Stated Amount.








Very truly yours,








[Bank]

cc: [Applicant]
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� Insert amount equal to two months maximum expected transition charge collections.





