or other energy industry participants, who may develop businesses that will compete with US Holdings and
nationally branded providers of consumer products and services. Some of these competitors or potential
competitors may be larger and better capitalized than US Holdings. If there is inadequate margin in these retail
electric markets, it may not be profitable for US Holdings to enter these markets.

US Holdings depends on transmission and distribution facilities owned and operated by other utilities, as
well as its own such facilities, to deliver the electricity it produces and sells to consumers, as well as to other
REPs. If transmission capacity is inadequate, US Holdings’ ability to sell and deliver electricity may be
hindered, it may have to forgo sales or it may have to buy more expensive wholesale electricity that is available
in the capacity-constrained area. In particular, during some periods transmission access is constrained to some
areas of the Dallas-Fort Worth metroplex. US Holdings expects to have a significant number of customers
inside these constrained areas. The cost to provide service to these customers may exceed the cost to provide
service to other customers, resulting in lower headroom. In addition, any infrastructure failure that interrupts or
impairs delivery of electricity to US Holdings’ customers could negatively impact the satisfaction of its
customers with its service.

US Holdings offers its customers a bundle of services that include, at a minimum, the electric commodity
itself plus transmission, distribution and related services. The prices US Holdings charges for this bundle of
services or for the various components of the bundle, either of which may be fixed by contract with the customer
for a period of time, could differ from US Holdings’ underlying cost to obtain the commodities or services.

The information systems and processes necessary to support risk management, sales, customer service and
energy procurement and supply in competitive retail markets in Texas and elsewhere are new, complex and
extensive. US Holdings is refining these systems and processes, and they may prove more expensive to refine
than planned and may not work as planned.

Research and development activities are ongoing to improve existing and alternative technologies to
produce electricity, including gas turbines, fuel cells, microturbines and photovoltaic (solar) cells. It is possible
that advances in these or other alternative technologies will reduce the costs of electricity production from these
technologies to a level that will enable these technologies to compete effectively with electricity production from
traditional power plants like US Holdings’. While demand for electric energy services is generally increasing
throughout the US, the rate of construction and development of new, more efficient power production facilities
may exceed increases in demand in some regional electric markets. The commencement of commercial
operation of new facilities in the regional markets where US Holdings has facilities will likely increase the
competitiveness of the wholesale power market in those regions. In addition, the market value of US Holdings’
power production and/or energy transportation facilities may be significantly reduced. Also, electricity demand
could be reduced by increased conservation efforts and advances in technology, which could likewise
significantly reduce the value of US Holdings’ facilities. Changes in technology could also alter the channels
through which retail electric customers buy electricity.

US Holdings is a holding company and conducts its operations primarily through wholly-owned
subsidiaries. Substantially all of US Holdings’ consolidated assets are held by these subsidiaries. Accordingly,
US Holdings’ cash flows and ability to meet its obligations and to pay dividends are largely dependent upon the
earnings of its subsidiaries and the distribution or other payment of such earnings to US Holdings in the form of
distributions, loans or advances, and repayment of loans or advances from US Holdings. The subsidiaries are
separate and distinct legal entities and have no obligation to provide US Holdings with funds for its payment
obligations, whether by dividends, distributions, loans or otherwise.

Because US Holdings is a holding company, its obligations to its creditors are structurally subordinated to
all existing and future liabilities and existing and future preferred stock of its subsidiaries. Therefore, US
Holdings’ rights and the rights of its creditors to participate in the assets of any subsidiary in the event that such
a subsidiary is liquidated or reorganized are subject to the prior claims of such subsidiary’s creditors and holders
of its preferred stock. To the extent that US Holdings may be a creditor with recognized claims against any such
subsidiary, its claims would still be subject to the prior claims of such subsidiary’s creditors to the extent that
they are secured or senior to those held by US Holdings.
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The inability to raise capital on favorable terms, particularly during times of uncertainty in the financial
markets, could impact US Holdings’ ability to sustain and grow its businesses, which are capital intensive, and
would increase its capital costs. US Holdings relies on access to financial markets as a significant source of
liquidity for capital requirements not satisfied by cash on hand or operating cash flows. US Holdings’ access to
the financial markets could be adversely impacted by various factors, such as:

¢ changes in credit markets that reduce available credit or the ability to renew existing liquidity facilities
on acceptable terms;

¢ inability to access commercial paper markets;

o a deterioration of US Holdings’ credit or a reduction in US Holdings’ credit ratings or the credit ratings
of its subsidiaries;

o extreme volatility in US Holdings’ markets that increases margin or credit requirements;

e a material breakdown in US Holdings’ risk management procedures;

e prolonged delays in billing and payment resulting from delays in switching customers from one REP to
another; and

e the occurrence of material adverse changes in US Holdings’ businesses that restrict US Holdings’
ability to access its liquidity facilities.

A lack of necessary capital and cash reserves could adversely impact the evaluation of US Holdings’ credit
worthiness by counterparties and rating agencies. Further, concerns on the part of counterparties regarding US
Holdings’ liquidity and credit could limit its portfolio management activities,

As a result of the energy crisis in California during 2001, the recent volatility of natural gas prices in North
America, the bankruptcy filing by Enron Corporation, accounting irregularities of public companies, and
investigations by governmental authorities into energy trading activities, companies in the regulated and non-
regulated utility businesses have been under a generally increased amount of public and regulatory scrutiny.
Accounting irregularities at certain companies in the industry have caused regulators and legislators to review
current accounting practices and financial disclosures. The capital markets and ratings agencies also have
increased their level of scrutiny. Additionally, allegations against various energy trading companies of “round
trip” or “wash” transactions, which involve the simultaneous buying and selling of the same amount of power at
the same price and delivery location and provide no true economic benefit, power market manipulation and
inaccurate power and commodity price reporting have had a negative effect on the industry. US Holdings
believes that it is complying with all applicable laws, but it is difficult or impossible to predict or control what
effect these events may have on US Holdings’ financial condition or access to the capital markets. Additionally,
it is unclear what laws and regulations may develop, and US Holdings cannot predict the ultimate impact of any
future changes in accounting regulations or practices in general with respect to public companies, the energy
industry or its operations specifically.

The issues and associated risks and uncertainties described above are not the only ones US Holdings may
face. Additional issues may arise or become material as the energy industry evolves.

FORWARD-LOOKING STATEMENTS

This report and other presentations made by US Holdings and its subsidiaries (collectively, US Holdings)
contain forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934,
as amended. Although US Holdings believes that in making any such statement its expectations are based on
reasonable assumptions, any such statement involves uncertainties and is qualified in its entirety by reference to
the risks discussed above under “RISK FACTORS THAT MAY AFFECT FUTURE RESULTS” and factors
contained in the Forward-Looking Statements section of Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations in US Holdings’ 2003 Form 10-K, that could cause the actual
results of US Holdings to differ materially from those projected in such forward-looking statements.

Any forward-looking statement speaks only as of the date on which it is made, and US Holdings

undertakes no obligation to update any forward-looking statement to reflect events or circumstances after the
date on which it is made or to reflect the occurrence of unanticipated events. New factors emerge from time to
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time, and it is not possible for US Holdings to predict all of them; nor can US Holdings assess the impact of each
such factor or the extent to which any factor, or combination of factors, may cause results to differ materially
from those contained in any forward-looking statement.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Except as discussed below, the information required hereunder is not significantly different from the
information set forth in Item 7A. Quantitative and Qualitative Disclosures About Market Risk included in the
2003 Form 10-K and is therefore not presented herein.

COMMODITY PRICE RISK

VaR for Energy Contracts Subject to Mark-to-Market Accounting — This measurement estimates the
potential loss in value, due to changes in market conditions, of all energy-related contracts subject to mark-to-
market accounting, based on a specific confidence level and an assumed holding period. Assumptions in
determining this VaR include using a 95% confidence level and a five-day holding period. A probabilistic
simulation methodology is used to calculate VaR, and is considered by management to be the most effective way
to estimate changes in a portfolio’s value based on assumed market conditions for liquid markets.

March 31, December 31,

2004 2003
Period-end MIM VaR ........coiviiiiii i e sssssresessssssssssscne s $29 $ 15
Average Month-end MtM VaR: ... $ 21 $25

Portfolio VaR — Represents the estimated potential loss in value, due to changes in market conditions, of
the entire energy portfolio, including owned generation assets, estimates of retail sales load and all contractual
positions (the portfolio assets). The Portfolio VaR calculations represent a ten year view of owned assets based
on the nature of their particular markets. If the life of an asset extends beyond the ten year duration period, the
VaR calculation does not measure the associated risk inherent in the asset over its full life. Assumptions in
determining the total Portfolio VaR include using a 95% confidence level and a five-day holding period and
includes both mark-to-market and accrual positions.

March 31 December 31,
2004 2003
Period-end Portfolio VAR .....cocvciieiiiniiiiiicicee et evin bbb tobssasasasianenen $ 177 $ 199
Average Month-end Portfolio VaR .......c.occviiicniiicrin e $ 189 $ 181

Other Risk Measures — The metrics appearing below provide information regarding the effect of changes
in energy market conditions on earnings and cash flow of TXU Energy.

Earnings at Risk (EaR) — EaR measures the estimated potential loss of expected pretax earnings for the
year presented due to changes in market conditions. EaR metrics include the owned generation assets, estimates
of retail load and all contractual positions except for accrual positions expected to be settled beyond the fiscal
year. Assumptions include using a 95% confidence level over a five-day holding period under normal market
conditions.
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Cash Flow at Risk (CFaR) — CFaR measures the estimated potential loss of expected cash flow over the
next six months, due to changes in market conditions. CFaR metrics include all owned generation assets,
estimates of retail load and all contractual positions that impact cash flow during the next six months.

Assumptions include using a 99% confidence level over a six-month holding period under normal market
conditions.

March 31, December 31,
2004 2003
EAR ittt s b e e bent b sonenenseb s bene s $ 31 $ 15
CFaAR ...ttt e st b s e s ea e s e b r st b s s $ 83 $ 67
INTEREST RATE RISK

See Note 4 to Financial Statements for a discussion of the issuance and retirement of debt since December
31, 2003.

CREDIT RISK

Concentration of Credit Risk — The exposure to credit risk from large business customers and hedging
counterparties, excluding credit collateral, as of March 31, 2004, is $980 million net of standardized master
netting contracts and agreements that provide the right of offset of positive and negative credit exposures with
individual customers and counterparties. When considering collateral currently held by US Holdings (cash,
letters of credit and other security interests), the net credit exposure is $836 million. Of this amount,
approximately 81% of the associated exposure is with investment grade customers and counterparties, as
determined using publicly available information including major rating agencies’ published ratings and US
Holdings’ internal credit evaluation process. Those customers and counterparties without an S&P rating of at
least BBB- or similar rating from another major rating agency are rated using internal credit methodologies and
credit scoring models to estimate an S&P equivalent rating. US Holdings routinely monitors and manages its
credit exposure to these customers and counterparties on this basis.

The following table presents the distribution of credit exposure as of March 31, 2004, for trade accounts
receivable from large business customers, commodity contract assets and other derivative assets that arise
primarily from hedging activities, by investment grade and noninvestment grade, credit quality and maturity.

Exposure by Maturity
Exposure
before Greater
Credit Credit Net 2yearsor  Between than §
Collateral Collateral Exposure less 2-5 years years Total
Investment grade $ 721 $ 43 $ 678 $ 559 $66 - $ S3 $ 678
Noninvestment grade 259 101 158 139 11 8 158
Totals $_ 980 $ 144 $ 836 $ 608 $ 17 $ 61 S 836
Investment grade 74% 30% 81%
Noninvestment grade 26% 70% 19%

US Holdings had no exposure to any one customer or counterparty greater than 10% of the net exposure of
$836 million at March 31, 2004. Additionally, approximately 83% of the credit exposure, net of collateral held,
has a maturity date of two years or less. US Holdings does not anticipate any material adverse effect on its
financial position or results of operations as a result of non-performance by any customer or counterparty.
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ITEM 4. CONTROLS AND PROCEDURES

An evaluation was performed under the supervision and with the participation of US Holdings’
management, including the principal executive officer and principal financial officer, of the effectiveness of the
design and operation of the disclosure controls and procedures in effect as of the end of the current period
included in this quarterly report. Based on the evaluation performed, US Holdings’ management, including the
principal executive officer and principal financial officer, concluded that the disclosure controls and procedures
were effective. During the most recent fiscal quarter covered by this quarterly report, there has been no change
in US Holdings’ internal control over financial reporting that has materially affected, or is reasonably likely to
materially affect, US Holdings’ internal control over financial reporting.
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ITEM 6.

PART II. OTHER INFORMATION

EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits provided as part of Part II are:

Letter from independent accountants as to unaudited interim
financial information.

Certification of C. John Wilder, principal executive officer of
TXU US Holdings Company, pursuant to Rule 13a-
14(a)/15d-14(a) of the Securities Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of H. Dan Farell, principal financial officer of
TXU US Holdings Company, pursuant to Rule 13a-
14(a)/15d-14(a) of the Securities Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of C. John Wilder, principal executive officer of
TXU US Holdings Company, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

Certification of H. Dan Farell, principal financial officer of
TXU US Holdings Company, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

Exhibits Previously Filed* As
With File Exhibit
Number
15 —_
a1 Rule 13a - 14(a)/15d - 14(a) Certifications.
31(a) —
31(b) —
32) Section 1350 Certifications.
32(a) —
32(b) —
99 Additional Exhibits
99

Incorporated herein by reference.

Condensed Statements of Consolidated Income —
Twelve Months Ended March 31, 2004.

(b) Reports on Form 8-K furnished or filed since December 31, 2003:

Date of Report Item Reported
March 30, 2004 Item 5. Other Events and Regulation FD Disclosure
April 26, 2004 Item 5. Other Events and Regulation FD Disclosure
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.

TXU US HOLDINGS COMPANY

By /s/ David H. Anderson

David H. Anderson
Vice President and Controller

Date: May 14, 2004
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