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Item 2.06. Material Impairments

Reference is made to pages 47-48 of American Electric Power Company’s (AEP) and page 173 of Southwestern
Electric Power Company’s (SWEPCo) Form 10-Q for the period ended June 30, 2013 under SWEPCo Rate Matters-
Turk Plant and 2012 Texas Base Rate Case for a discussion of SWEPCo’s Turk Plant and its base rate filing with the
Public Utility Commission of Texas (PUCT). Previously, the PUCT had imposed a cap on the recovery of
jurisdictional capital costs for the Turk Plant of $1.522 billion (the Texas Capital Cost Cap). In a September 2013
open meeting, the PUCT provided new details for how the Texas Capital Cost Cap would be applied. At its open
meeting on October 3, 2013, the PUCT approved adoption of its draft order in the 2012 Texas Base Rate Case with
certain changes. The PUCT determined that the Texas Capital Cost Cap included SWEPCo’s Allowance for Funds
Used During Construction (AFUDC) as a capital cost, and as such, the AFUDC is subject to the Texas Capital Cost
Cap. As a result, SWEPCo anticipates recording an impairment charge in the third quarter of 2013 currently estimated
to be approximately $110 million (pre-tax). This anticipated impairment would be in addition to the $62 million
(pre-tax) that SWEPCo has previously written off because of the Texas Capital Cost Cap, excluding AFUDC.
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