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19. CASH FLOW HEDGE AND OTHER DERIVATIVE ASSETS AND LIABILITIES 

COU100 ICE] Cash flow hedge and other derivative assets and liabilities represent mark-to-market 
values of derivative contracts. the substantial majority of which have been designated as cash flow or fair 
value hedges under SFAS 133. Cash flow hedges consist primarily of natural gas derivative financial 
instruments. The change in fair value of these derivative assets and liabilities are recorded as other 
comprehensive income or loss to the extent the hedges are effective; the ineffective portion of the change in 
fair value is included in net income. (See Note 1 under “Derivative Instruments and Mark-to-Market 
Accounting”). Fair value hedges consist of fixed-to-variable interest rate swaps, and the change in fair 
value of the derivative assets and liabilities are recorded as an increase or decrease in the carrying value of 
the debt. 

(‘0‘) I I O  iC.1 A summary of cash flow hedge and other derivative assets and liabilities follows: 

Dmrnber 31. 
2006 2005 

C m t  and noncumnt assets: 
Commodity-related cash flow hedges .......................... S 933 S 131 - Debt-related fair valuc hedges ...................................... 
Otha .............................................................................. - 9 9 

Total ........................................................................... S L a L i U  

4 

Currcnt and noncurrent liabilities: 
Commodity-related cash flow hedges .......................... S 23 $ 295 
Debt-related fair value hedges ...................................... 2 71 

........................................................................... Total u Lsu 
Other Cash FIow Hedge Information 

( 0‘) I LO i( I TXU Gwp. experienced cash flow hedge ineffectiveness related to positions held at the end of 
the period of $218 million in net gains in 2006, $38 million in net losses in 2005 and $21 million in net losses in 
2004. These amounts are pretax and are reported in revenues. 

CO‘)I70 fc’l The net effect of recording unrealized mark-to-market gains and losses arising from hedge 
ineffectiveness (versus recording gains and losses upon settlement) includes the above amounts as well as the 
effect of reversing unrealized ineffectiveness gains and losses recorded in previous periods to offset realized 
gains and losses in the current period. Such net unrealized effect totaled S239 million in net gains in 2006, $27 
million in net losses in 2005 and $19 million in net losses in 2004. 

f OIJi 44) IC I As of December 31, 2006, commodity positions accounted for as cash flow hedges reduce 
exposure to variability of future cash flows from future revenues or purchases through 201 1. 

CO91SO JCEJ Cash flow hedge amounts reported in accumulated other comprehensive income will be 
recognized in eamings as the related forecasted transactions are settled or become probable of not occurring. NO 
amounts were reclassified into earnings in 2006, 2005 or 2004 as a result of the discontinuance of cash flow 
hedge accounting because a hedged forecasted transaction became probable of not occurring. 

( 0‘3160 !(‘I Cash flow hedge amounts reported in the Statements of Consolidated Comprehensive Income 
exclude net gains and losses associated with cash flow hedges entered into and settled within the periods 
presented. These amounts totaled 53 1 million in after-tax net gains in 2006, $53 million in after-tax net losses in 
2005 and SI million in after-tax net gains in 2004. 
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( 0 9 1 7 0  IC' !  TXU COT. expects that $132 million of after-tax net gains related to cash flow hedges 
included in accumulated other comprehensive income will be reclassified into net income d u n g  the next twelve 
months as the related hedged transactions are settled and affect net income. Of this amount, $139 million in 
gains relate to commodity hedges and $7 million in losses relate to debt-related hedges. The following table 
summarizes after-tax balances currently recognized in accumulated other comprehensive income: 

Accmnshtd 
Other Comprekenrlve Income 

at December 31,2006 

Cornmodlty- Debt- 
related Related Total 

Dedcsipated hedges - m u n u  fixed ................................................ S 131 s (57) s 74 

Hedges subject to fair value adjusmvnls ............................................ 
Total s=A@ -u 

- 337 )37 
.............................................................................................. 

-- 
401 
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20. INVESTMENTS 

TNI87O The balance of investments consists of the following: 

TN 1 880 
December 31, 

2066 Zoos 

Nuclear decommissioning trust ............................................................ ........................ $ 447 s 389 
Assets related to employee benefit plans ........................ 197 187 
Land 36 35 
Note receivable from Capgemini ................................................. 2s 25 
Investment in unconsolidated affiliates ...................... 3 3 
Miscellaneous o h a  4 4 

Toul investments ................................................................... W '  us 

............................................. 
.............................................................................................. 

........................................ 
.............................................................................. 

( .OX40 IC 1 Nuclear D ~ c o d s i o n i n g  Trm - Deposits in a trust fund for costs to decommission the 
Comanche Peak nuclear generation plant are carried at fair value. Decommissioning costs are being recovered 
from TXU Electric Delivery's customers as a delivery fee surcharge over the life of the plant and deposited in 
the trust hnd. Net gains and losses on investments in the trust fund are offset by a corresponding adjustment to 
a regulatory assetlliability. A summary of investments in the fund follows: 

December 31,2006 
Fllr market value COSt  (8) U n r e s l W  gain U n r 4 i z . d  brr  

~ ~~ 

.............................. S 173 Debt sccunties 0 169 s 5  s ( 1 )  
Equity sccunties ........................... I62 - 117 3 274 

Total ................................ u u u u 
December 31.2OBs 

U n r d h d  bra Fair m u k t  v 8 h e  COS1 (8) UrirUUmd gain 
Debt securities .............................. S 151 s s  s (1) S 155 
Equity securities ........................... 2 90 (121 234 u Total ............................... u LA u 

(a) lncludcs realized gains and losses of sccunnes sold. 

COYZSO ICE1 Debt securities held at December 31, 2006 mature as follows: $54 million in one to five 
years, S60 million in five to ten years and $59 million after ten years. 

C09260 lCD1 Assets Related to EmproYee Ben@ P&ns - The majority of these assets represent cash 
surrender values of life insurance policies that are purchased to fund liabilities under deferred compensation 
plans. TXU Corp. pays the premiums and is the beneficiary of these life insurance policies. As of December 3 I ,  
2006 and 2005, the face amount of these policies totaled $501 million and $521 million, and the net cash 
surrender values totaled $1 67 million and SI 5 1 million, respectively. Changes in cash surrender value are netted 
against premiums paid. Other investment assets held to satisfy deferred compensation liabilities are recorded at 
market value. 

C092OO ICE] cupgernini Agreement - In May 2004, TXL! Corp. entered into a services agreement with 
Capgemini to outsource certain support activities. As part of the agreement, Capgemini was provided a royalty- 
free right, under an asset license arrangement, to use TXU Corp.'~ information technology assets, consisting 
primarily of computer software. TXU Corp. obtained a 2.9% limited partnership interest in Capgemini in 
exchange for the asset license. TXU Corp. has the right to sell (the put option) its interest and the licensed 
software to Cap Gemini North America Inc. for $200 million, plus its share of Capgemini's undistributed 
earnings, upon expiration of the services agreement or earlier upon the occurrence of certain unexpected events. 
Cap Gemini North America Inc. has the right to purchase these interests under the same terns and conditions. 
The partnership interest has been recorded at an initial value of S2.9 million and is being accounted for on the 
cost method. 
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('09210 I <  1 TXU Corp. recorded the estimated fair value of the put option of 5177 million in 2004, 
reported in the balance sheet in other noncurrent assets. Of this amount, $169 million was recorded as a 
reduction to the carrying value of the licensed software, and the balance, which represents the fair value of the 
assumed cash distributions and gains while holding the partnership interest, was recorded as a noncurrent 
deferred credit. This accounting i s  in accordance with AICPA Statement of Position 98-1, "Accounting for the 
Costs of Computer S o h a r e  Developed or Obtained for lntemal Use." 

C'09220 IC1 In July 2004, TXU Corp. loaned Capgemini $25 million for working capital purposes 
pursuant to a promissory note that bears interest at an annual rate of 4% and matures in July 20 19. 

CO923U ICE] Subject to certain t e r n  and conditions, Cap Gemini North America, Inc. and its parent, Cap 
Gemini S.A., have guaranteed the performance and payment obligations of Capgemini under the services 
agreement, as well as payments under the put option. 
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21. PENSION AND OTHER POSTRETIREMENT EMPLOYEE BENEFITS 

(103(10rii IC[ Adoption of SFAS 158 - In September 2006, the FASB issued SFAS 158, which was 
adopted by TXU COT. effective December 3 1, 2006, as required. SFAS 158 requires reporting in the balance 
sheet of the funded status of defined benefit pension and other postretirement employee benefit (OPEB) plans. 
Periodic pension and OPER costs continue to be determined in accordance with SFAS 87 and SFAS 106. Under 
these standards, the accrued benefit obligation recognized in the balance sheet represented the cumulative 
difference between the net periodic benefit costs and cash funding of the plans. SFAS 87 also required the 
recording of a minimum pension liability representing the excess of the accumulated benefit obligation over the 
fair value of the plans’ assets and the accrued benefit obligation already recorded under SFAS 87. The recording 
of the minimum pension liability resulted in adjustments to other comprehensive income or balance sheet 
accounts, principally regulatory assets. 

( - 4  N W k i  IC‘! SFAS 158 requires that both the pension and OPEB accrued benefit obligation reported in 
the balance sheet represent the funded status of the plans based on the projected benefit obligation. which for the 
pension plan takes into account future compensation increases. For TXU Corp., the initial recognition of the 
funded status on the financial statements is largely reflected as an increase in the accrued benefit obligation and 
an increase in regulatory assets. The recording of a regulatory asset, instead of a reduction in the accumulated 
other comprehensive income component of shareholders’ equity as set forth in SFAS 158, IS based on the 
regulatory recovery of retirement benefits under the June 2005 amendmen1 to PURA. See discussion below 
under “Regulatory Recovery of Pension and Other Postretirement Employee Benefit Costs”. 

COWOM IC‘I The following summarizes the impact on the consolidated balance sheet of adopting SFAS 
158: 

Pension assets .................................................................................. 
Noncurrent assets: 

Accumulated deferred income taxes ......................................... 
Regulacory nssets ....................................................................... 

Defined benefit pension and OPEB obligations ....................... 
Defined benefit pension and OPEB obligations ....................... 

Accumulated other comprehensive income - net ..................... 

Current liabilities: 

Noncurrent liabilities: 

Shnrcboldm’ equity: 

December 31,2006 
bhDm 1.c- B o l a ~ m  After 

Appllulioa of @tCm88C) tO  Appllcatlon Of 
SFAS 158 hlaaces SFAS 158 

S 16 s (7) s 9 

s 184 S 14 E 198 
S 61 s 343 S 404 

s -  s 2 s 2 

$ 708 $ 361 s 1,069 

s 1 1  s (13) (2) 

( < )931)0c lt.1 The amounts recorded in the fourth quarter of 2006 upon adoption of SFAS I58 were based 
on the measurements of TXU Corp.’~ pension and OPEB plans at the December 3 I ,  2006 year-end date, which 
has been TXU Corp.’s practice but is now required under SFAS 158. 

( W . W  li I The recording of the total liability did not affect any financial covenants in credit agreements. 
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( 0')300 I< ] Pension Plan - TXU Corp. is the plan sponsor of the TXL' Retirement Plan (Retirement 
Plan), which provides benefits to eligible employees of consolidated subsidiaries (participating employers) based 
on years of service and average eamings. The Retirement Plan is a defined benefit pension plan intended to 
qualify under Section 401(a) of the Intemal Revenue Code of 1986, as amended (Code) and is subject to the 
provisions of the Employee Retirement Income Security Act of 1974, as amended (ERISA). Employees are 
eligible to participate in the Retirement Plan upon their completion of one year of service and the attainment of 
age 2 1. The Retirement Plan provides benefits to participants under one of two formulas: (i) a cash balance 
formula under which participants earn monthly contribution credits based on their compensation and a 
combination of their age and years of service, plus monthly interest credits, or (ii) a traditional defined benefit 
formula based on years of service and the average earnings of the three years of highest earnings. The cash 
balance interest component of the cash balance plan is variable and is determined using the yield on 30-year 
Treasury bonds. 

( ( )9310 I( I All eligible employees hired after January 1,2001 participate under the cash balance formula. 
Certain employees who, prior to January I ,  2002, participated under the traditional defined benefit formula, 
continue their participation under that formula. Under the cash balance formula, future increases in earnings will 
not apply to prior service costs. It is TXU Cop's policy to fund the plans on a current basis to the extent 
deductible under existing federal tax regulations. 

( .( )93N I( ' I TXU Cop. also has supplemental unfunded retirement plans for management employees, the 
information for .which is included in the data below. 

< 00.340 IC''] Minimum Pension Liabiliiy Adjustment prior to SFAS I S 8  - As discussed above, TXU 
Corp. recorded a minimum pension liability prior to the adoption of SFAS 158. The minimum pension liability 
recorded for the year ended December 31, 2005 totaled $1 12 million after-tax, of which a loss of $46 million 
after-tax was recorded as a charge to other comprehensive income and $66 million, net of deferred tax liability, 
was recorded as a regulatory asset. The minimum pension liability recorded for the year ended December 3 I ,  
2004 totaled S24 million after-tax and was recorded as a charge to other comprehensive income. 

405 
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YePr Ended December 31, 

u)(M 2005 2004 -- 
Assumptions Used to Determine Ner Periodic Pension Cart: 
Discount ............................................................................. 
Expected Sc6 ....................................................................... 
Rate of compensation increase ...................................................................... 

Components of Net Perrtron Cost: 

Interest cost ..................... ................................................................... 
............................................................................... 

............................................................................................. 

.................................................................. 

.................................................................. 

................................................................. 
.................................................................. 

hsumpirom used to determine be 
Discount me .................................. ................................................. 

tiom at December 31: 

Rate of compensation increase .................................................... 

Change in Pension Oblrgatwn: 

........................................................... 

Accumulated benefit obligation at eod of year.... 

Fair value of assets at beginning of year .............. 

............................... 

Change in Plan Assets: 
............................................ 

Actual rem on assets ........................................................................... 
Employer contributions ...... 
Benefits paid ....................... .................................... 

......................................................................................................................... 
Fair value of assets at end of year ....... 

Funded Status: 
Projected pension benefit obligation .......................................................... 
Fair value of assets ........................................................ 

Funded status at end of yea 
Unrecognized prior service cost .................... 
Unrecognized net loss ................................................... ............................... 

Accrued pension cost .................. 

................................................... 

.................. 
.................... 

............................................. 
................................................... 

............................................................................. 

5.75% 
8.75% 
3.32% 

S 42 
136 

( 147) 
3 

32 - - 
LA?& 

5.90% 
3.44% 

S 2,440 
42 
136 
2 

(47) 
(1  16) - 

6.00% 6.00Yo - 6.50% 
8.7 5% 8.50% 
3.3196 3.57% 

f 37 S 46 
130 I30 

5.75% 6.00% 
3.32% 3.57% 
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Amounts Recognized in ?he Balance Sheef Consist oJ 
Other noncurrent assets (a) ...... 
lnlangible assel ........................................ ........................................... 

......................................... 

Other noncurrent liabilities 
Accumulated other compre 
Accumulated deferred income tax asses ........... ....................................................... 

Net amount recognized ............................. ................................................. 

Arnounu Recognized in Ofher Comprehensiw lncome and Accumulored Other Comprehensiw 

Net loss ........................... 
Prior service cost .................................................................. 

Net amount recognized .................................................. 

Income under SFAS 158 Consirr of 
................................................................................. 

Amounts Recognized os Regvloto y hsetv under SFAS IS8 Consist of: 
Net loss .......... ............................................................................................................ 
mor service cost .................... ....... " ................................................................................ 

... N a  amount recognized ............. ...... 

Year Ended 
Year Ended December 31. 

2006 2005 

$ 9  S 8  - 9 
- 66 - (2) 

- MI 
(374) 0 0 4 )  

- - 68 
s A & a L L a  

6 203 
3 
L a  

(a) Amouots represent overfunded plans. 

Cog390 IC] The following table provides information regarding pension plans with projected benefit 
obligation (PBO) and accumulated benefit obligation (ABO) in excess of the fair value of plan assets. 

Year Ended December 31, 

2006 200s 

Pension Plans with PBO and AB0 in Excess of Plan h s e u  ; 
Roptcd benefit obligati ................................................... 
Plan assets ....................... ............................................................................. 

........ $ 2 . 4 5 2  S 2,435 

........ 2.29 1 2.271 
2.076 1,967 

Accumulated benefit obligauon ............................................................ 

C09410 IC] Assel Afiocufbns - The weighted-average asset allocations of pension plans by asset category 
are as follows: 

US equities .................... 46.1% 49.9% 30./0-65% 9.5% 
International equities 18.6% 16.W/o 5%-?.0% 10.0% 

Real estate ..... a 0%-10% 8.2% 
lu!& ut!& u 

............................................... 
Fixed income ...................................... 3 1 9% 29.4% 15%-50% 6.8% 

C09420 IC11 Expected Long-Tern Rate of Rerum on Assets Assumption - TXU COT. considered both 
historical returns and future expectations for returns of various asset classes in its determination of the expected 
long-term rate of return assumption. A key expectation is that current interest rates will move towards an 
equilibrium interest rate that produces a 6% yield on intermediate government bonds. Expected returns for Other 
asset classes are based on incremental returns over such expected government bond yield. The expected return 
for each asset class is then weighted based on the target asset allocation to develop the expected long-term rate of 
return assumption for the portfoiio. 
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C09430 IC] lnuesfment Strlurgv - The investment objective is to provide a competitive return on the 
assets in each plan, while at the same time preserving the value of those assets. The strategy is to invest a third 
of the assets in fixed income and two thirds in equity, while maintaining sufficient cash to pay benefits and 
expenses. 

C09UO IC1 The fixed income assets are diversified by sector and security, are intermediate in duration, 
and maintain an average quality rating of at least “A” (as determined by a major ratings agency such as 
Moody’s). The allocation to fixed income assets also includes an allocation to income producing real estate 
through private, unlevered real estate investment trusts. The equity assets are diversified by size, style and 
location with a conservative bias toward value securities. 

(‘OW~O It’! Posheairemenr Elrrproyee Bene& Other Thun Pensions -TXU Corp. offers health care 
and life insurance benefits to eligible employees and their eligible dependents upon the retirement of such 
employees. For employees retiring on or after January 1, 2002, the retiree contributions required for such 
coverage vary based on a formula depending on the retiree’s age and years of service. 
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( )94hI I (  I The following information regardng postretirement employee benefits other than pensions is 
based on December 3 1 measurement dates: 

Y u r  Ended December 31, 

Assumptions used lo &tennine neIperidic bewt cost: 
Discount rate ........................................................................................................ 
Expected rmrn on plan assets ............................................................................. 

Components of Net Postretirement Benejit Cart. 
Service cost .............................................................................................. 
Interest cost .......................................................................................................... 
Expected return on asses ............................................... 

Amomzation of prior service cosl/(credit) ................................................ 
Amortization of net transition obligation _.. .............................................. 

Amortization of net loss ........... .............................................. 
Rccognizod curlailment gain ............................................................................... 

Net postretirement benefit cost .................................................................. 

Assumptions used IO deternine benefit obligationr at Lkcember 31: 
Discount rate ........................................................................................................ 

Change in Postretirement Bene31 Obligation: 
Benefit obligation at beginning of year ............................................................... 

Serv1a cost .................... 
Interest cost .................................................................................................... 
Participant contributions 
Medicare Part D reimbursement ............................................................ 
Actuarial (gainfnoss ...................... ..................................... 
Benefits paid .................................................................................................. 

Benefit obligation at end of year ................... ...................... 

Chonge in Plan Assets: 
Fair value of assets at beginning of y esr ............................................................. 

Actual return on assets ................................. 
Employer contributions .............................................................................. 
Participant contributions ............................................................................ 
Medican Pan D reimbursement ................................................................ 
Benefits paid .............. 

Fair value of assets at end o 

Funded Stahu: 

............................................................. 
Funded status at end of year .......... 

Unrecognized net transition obligation .................. 
Unrecognized prior service credit ........................................................................ 
Unreurgnized net loss ........................................................ 

Accrued postretirement benefit obligation ................................................. 

2006 

5.75% 
8.67Yo 

S 13 
60 

(21) 

(3 ) 
31 

1 

- - 
u 

5.Wh 

s 1,065 
13 
60 
14 

5 

(150) 

2 
us 

S 245 
23 
23 
14 

5 

l.Ya 
hw 

2005 

6.009’0 
8.67% 

S 13 
56 

(20) 
1 

(3) 
24 
- 

2004 

6.00d/o - 6.50% 

8.66% 

s IS 
60 

(18) 

5.75% 6.00% - 6.50% 

f 987 
13 

56 
16 
- 
62 

3 
us 

S 229 
I2 
52 
14 - 
0 
La2 
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Amounfs Recognized in Other Comprehemiw Income and Accumulated Orher Comprehenrrw 

income under SFAS I58 Comrct o/: 

.................................................................................................. s 15 

credit .................................... ...... (13) 
...................................................................................... 1 Net transition obligabon - 

Net amount recognized LA ............................................................................. 

Amounts Recognized PT Regulatory Assets under SFAS IS8 Comist 08 
Net loss s 202 

Pnor service cost credit ........................................................................................ 0 2 )  
Net uansinon obligation ............................................................................. - 

Net amount mogniud .................. ...... SLe8 

C0947B IC1 The following tables provide information regarding the assumed health care cost trend rates. 

................................................................................................................. 

8 

Not Mcdlure Eligible 
Dcecmbcr31, 

E!24 &!Q2 
Assumed Health C m  Cost Trend Rates : 

Health care cost trmd rate assumed for next year .................................................... 
Rate to which the cost a n d  IS expected to decline (the ultimate mnd rate) ......... 
Year that the me reaches the ulttmate tread rae ..................................................... 

6.5% 
5.0% 

2010 

8% 
5% 

2010 

December 31, 

295 2BE 

8% 9?h 
S% 5% 

2012 2012 

1-Percemtage Point 
Dseresse -~ 

Semitiwiry Analysts ojAssumed Health Core Catt Trend Raws : 
Effect on accumulated posatircment obligation ...................................................... 1 12 

8 Effect on postretirrment benefits cost ....................................................................... 
s (92) 

(71 

410 
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Asset Allocahons - 

C09480 IC1 The weighted average asset allocations of the OPEB plan by asset category are as follows: 

Allocation of Plan As- 
December 31, 

Amet VYPC 2006 2805 

US equities .............................................................. 56.8% 57.3% 
International equities ............................................... 9.3% 7.7% 

Real estate ............................................................... 1.70/. 2.2% 
LuQ% l&QeQ% 

Fixed income ........................................................... 32.2% 32.8% 

Expected Long- 
term 

Plan TYP Returns 
401(h) accounts ............................. 8.75% 
Life Insurance VEBA .................... 8.75% 
Union VEBA ................................. 8.75% 
Non-Union VEBA ......................... 4.80% 
lnsumce Continuation Reserve ... 7.24% 

8.67% 

CO91W IC] Investment strategy and the basis used to determine the expected long-term return on assets 
for postretirement benefit plans is similar to that discussed above for the pension plans. 

( 09495 I (  I Regdamy Recovq  of Pension and OPE3 Cosrs - In June 2005, an amendment to PURA 
relating to pension and OPEB costs was enacted by the Legislature of the State of Texas. This amendment 
provides for the recovery by TXU Electric Delivery of pension and OPEB costs for all applicable fO!mer 
employees of the regulated predecessor integrated electric utility, which in addition to its own employees 
consists largely of active and retired personnel engaged in TXU Energy Company's activities, related to service 
of those additional personnel prior to the deregulation and disaggregation of TXU Corp.'s business effective 
January 1, 2002. The amendment additionally authorizes TXU Electric Delivery to establish a regulatory asset 
or liability for the difference between the amounts of pension and OPEB costs approved in current billing rates 
and the actual amounts that would otherwise have been recorded as charges or credits to earnings. Accordingly, 
in the second quarter of 2005, TXU Electric Delivery began deferring (principally as a regulatory asset or 
property) additional pension and OPEB costs for the effect of the amendment, which was retroactively effective 
JZWU~Y I, 2005. Amounts deferred are ultimately subject to regulatory approval. Amounts recorded as a 
regulatory asset in 2006 totaled 534 million. 

('0')SOO I C ' ]  Information regarding net pension and other postretirement employee benefit costs 
recognized as expense follows: 

Year Ended December 31. 

5 6 6  S 4 6  5 5 8  

Total benefit ca ts  147 117 138 

a!52005m 

81712 

030 u u u  

Pension u ~ t s  under SFAS 87 ............................................................ 
OPEB casu under SFAS 106 ....................................................................... 

............................................................................. 
Less amounts deferred principally as a regulatory assel or property 

Net amounts recognized IS cxpcnsc .................................................. 

C ( W 3 7 0  I( I Assumed Discount Rate - The discount rates reflected in net pension and other 
postretirement employee benefit costs are 5.75% and 6.0% in 2006 and 2005, respectively. During 2004, the 
discount rate assumption for the pension and other postretirement employee benefit plans was revised as a result 
of remeasurements required by the Capgemini and TXU Gas transactions and changing interest rates. For the 
first half of 2004, the discount rate was 6.25%. The rate used for the third quarter was 6.5%. and the rate used in 
the fourth quarter was 6.0%. In selecting the assumed discount me, TXU Carp. considered fixed income 
security yields for an Aa rated portfolio of bonds as reported by Moody's. 

411 
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CVblM IC1 Anroriiration m 2007 - The estimated net loss and prior service cost for the defined benefit 
pension plans that will be amortized from accumulated other comprehensive income into net periodic pension 
cost in 2007 total SI8 million and $2 million, respectively. The estimated net loss, prior service credit and net 
transition obligation for the OPEB plans that will be amortized from accumulated other comprehensive income 
into net periodic benefit cost in 2007 total 514 million, a $3 million credit and SI million, respectively. 

( '{ PO1 50 I ( ' 1 Contributions in 2007 - Estimated funding in 2007 of the pension plan and OPEB plan total 
$126 million and S27 million, respectively. 

COYSIO IC] Fufure Benefir Puymem- Estimated future benefit payments to beneficiaries are 
follows: 

- 2007 2 0 0 8 ~  2910 - 2011 2012-16 

Pension bene fits .................................. S 109 S I I S  S 121 S 128 S 136 5 834 
OPEBs .................................................. S 54 S 57 S 60 S 62 S 65 d 364 
Medicare PanDsubsidiareceived ...... S (6 )  $ (7) S (8) S (8) S (9) S ( 5 5 )  

C . O M : U i  it ' 1  771nfi Pfun -Employees of TXU COT. and its consolidated subsidiaries may participate in a 
qualified savings plan, the Thrift Plan. This plan is a participantdirected defined contribution plan intended to 
qualify under Section 401(a) of the Code, and is subject to the provisions of ERISA. The Thrift Plan includes an 
employee stock ownership component. Under the terms of the Thrift Plan, as amended effective in 2002, 
employees who do not earn more than the IRS threshold compensation limit used to determine highly 
compensated employees may contribute, through pn-tax salary deferrals andor after-tax payroll deductions, the 
lesser of 75% of their regular salary or wages or the maximum amount permitted under law. Employees who 
earn more than such threshold may contribute from 1% to 16% of their regular salary or wages. Employer 
matching contributions are also made in an amount equal to 100% ofthe first 6% of employee contributions for 
employees who are covered under the cash balance formula of the Retirement Plan, and 75% of the first 6% of 
employee contributions for employees who are covered under the traditional defined benefit formula of the 
Retirement Plan. Prior to January 1, 2006, employer matching contributions were invested in TXU COP. 
common stock. Effective January 1,2006, employees may reallocate or transfer all or part of their accumulated 
or future employer matching contributions to any of the plan's other investment options. See Note 17 for 
additional information related to the Thrift Plan. 
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22. STOCK-BASED COMPENSATION PLANS 

09hW 11.1 Unda its sharcholdcr-appmvcd limptam incentive plans, TXU COQ. has provided 
discraiotwy pwards to qualified muugrmcnt cmployea payabk in i a  common stock. As presented below, the 
awards generally vcst over a tbrre-ycar pniod urd the number of rhuts ultimately eamd is based on the 
perfolmance of TXU Corp.’s rtock over tbe vesting period. Awards w m  issued in 2005 and 2006 under the 
cumnt O n m i i  Incentive Compensation Pian (OICP), which was approved by shareholders in May 2005. The 
OICP replaced tbc Lonp-T~na Incentive Plan (LTIP) under which the lut awards vest in 2007. 

Awud lype 

(8) F a r  u n n  sulnkr of ampby# uadmraqbymmt qmmmnh, pwnr*l rhrrrpay-oul u r puwnl of iniM number Of 
rrvrrb gnntai is OK t 0 2 W  .Id* nvabaofOICPrbadirtn’bulsd hbud toOnoa Ixu Cap.’$ t o ~ l  dye- 
OWI Ihc v o n i ~  period - to thc mal mama ofcompnim wmptkiq the swdud & Poor’s 500 Elecmc Udlitia 
I*. 

CO%12 IC I In addition, TXU Corp. hrr cs t ab l i i  mtrictionr that limit catein aoplaytcs’ opportunities 
to liquidate vested LTlP ud OICP awads. For both nstrictcd stack urd pdnmanw unit awards, dividends 
o v a  tbe vesting p a i d  at ConvQttb to equivalent shns of TXU Gorp. common stock to be distributed upon 
vesting. 

COttSS IC] The determination of thc fhir value of rtock-beoad compenfatiosl awards at grant date is based 
on a Monte Carlo simulation. The moon significant ~ ~ ~ ~ u m p t i m  used in this valuation process an as follows: 

Expectad volatility of the stock price of TXU C o p  and pecr group companies - expcctbd 
volatility is determined based on historical stock price volatilities wing daily stock price returns 
forthe three years prior to thcgrant date. 
The dividmd rate for TXU Gorp. and peer group compenics based on the observed dividend 
payments over the twelve m o n h  prior to gnnt date. 
Risk-free me (threc-yur US. Trunuy securities) during the three year vestrng period. 
Discount for liquidation rrstrictions - this factor dmatcs the discount for lack of marketability of 
vestad awuds due to the mticiprted time for the approval and is8umnce of the awards, the black- 
out period immediately dler the grant md rdditMarl holding requirements imposed on senior 
exccutivcs. This discount is determid brsed on an d m u i o n  of the cost of a protective put at 
the award date and i s  cahkted wing the Black-Schok option pricing model using expected 
volatility ummptiom baaed on hirroriul and implied volatility as discussed above and a risk-free 
rate ofreturn over the option period. 

0 

c 1 A-S 2- I loo3 I 20.4 
I I 
I 

E x p a d  volatility ................................................ I 29n I UW-MN I 25%-30% 
€macled mmml dividcDd ...................................... I $1.65 I st.125 - I ~~. -. . - 
Ruy-ea ruc ............................ ...-. ”.._..-............. I 4.83% I 5.75% I 
Dircamt for nost vatins rearklion. ....................... I 6.4%- I I . I %  I 6.5%-12.5% I ZW-25X 
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C09630 IC1 The following uble pnssnts infomution about thee stock-bascd compensnthn plans: 

Namkr  of muads: 

- 31,2003.. ....".. ". ..... ... 
c j l u d  in 2004 ........-..... "....""...........I. 

Fateiwdkxpired ._ ................................ 
VatuUexacieed ......................... .. .-... .... 
Gnmted in 2005 .................................... 
ForfeWe xpirul ...................................... 
VerudleracLcd ...................................... 

B.*na-Dewder3l. 2005 ..................... 
Grrnad in m .......................... " .... .. ..... 
Forbitdoxpid. .......... ....... .._.........-..... 
vestdeaercind ....... " .... "." ........ ""... ..... 

B . L O c r - ~ 3 3 1 , 2 a t 6 . . "  .... " ........... 

8 . l m ~  - Dsc+mba 3 1, 2004 ............." ...... 

TO var/crcrriubk in - 2007 ................... 
To wrtlexercl.bk in - 2008 .................. 
To wrtknacirrblc in - 2009 ................... 
wci- aveqe  fair value - Mo6 

outctrding -Beginning of you....... ".. 
onnted... "." ......... " .... I ................. " ......... 
F d d .  ... ................. " ...... " ...... ..." ......... 
V d  .." ............... I .................... "..."."... 
~ O g - E n d O f y a r .  "...""."" .... " 

Weighled avasgc t.ir vdlr of .wub 
m t c d m  

2004 ........................ ............................... 

2005 ........................... "... ..... ........._.....- .. 
2006 ................. ....................................... 

E 19.26 
S 4235 
S 17.63 
s 2405 
s 23.60 

s 3.49 
s 20.68 
s 42.35 

C W O  IC1 The above table re- the weighted avrrege frit value of the awards on the p t  date. 
Princqmlly because the 2004 I)W& wcrc converted to cashaettled awards during part of 2004 as d i s c d  
below, the weighted averapt fair vduc of the 2004 8wUdS outanding 8t December 31.2004 WM S12.89. 

C O Y I S U  IC1 TXU &rp. adopted SFAS 123R in 200). This accounting rule dimhates the dkmative of 
applying the intrinsic value mewurcmcllt provisions of APB 25 to stock compensation awards and requires the 
mcaauremcnt of the cost of such wanis over the vesting period bued on the grpnt-ditt fair value of the award. 
TXU brp. adopted SPAS 123R using the modified rctmpective method, which allows fix application to only 
prior interim periods in the year of initial adoption and resulted m the recognition of a credit of SlS million (SI0 
million after-tax) cumulative dfect of a change in aceouting principle. For a portion of the 2004 period, the 
restricted stock awards wcre payable in d, but the mtrictcd stock awards were modified in Decembcr of 2004 
to k payabk in TXU Cap. common stock. 

226 
4 14 
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C 0 9 W  IC I Reported expense dated to the swuda totpkd $27 million, $32 million and $56 million (SI8 
million. S21 million and 536 million after-tax) in 2006,2005 and 2004, rcspocUvely. As of December 31.2006, 
unrecognized expense related to nonvested OICP and LTlP awards totaled S42 million, which is ex- to be 
recognized over a weighted avcmge period of two yeus. 

COWiG0r IC\ ?hc fur v h  o f a w d s  that vested in 2006, 200s md 2004 toIalcd S2lO million, SI20 
million and less than S 1 million, respectively, based on the vesting date share price. The agpgae fair value of 
outstanding awards arpccted to vest totakd S321 million based on the sham price at Decrmbcr 3 1.2006. 

CO9610 IC1 The maximum number of s h a m  of stock for which OICP awards may be granted under the 
plan is 18,000,000, of which 16,551.413 rhuwr nmein authorized and available for future issuance. The 
maximum numbs of shares of common stock for which LTlP awards may be granted under the plan is 
20,000,000. of which 2,595,761 shares ranah authorid and available. 

C09620 [CJ Effdve  with tbe merger of ENSERCH Corponrioa (subsaqmtly TXU Gas) and TXU 
Corp.. in 1997 outstrurding optiOar for ENSERCH Corporotim common stock were exchanged for 1,065,826 
options for TXU Corp. common aoclr Gu Stock optioo, Plan). The weighted average exercise price for 
outstanding options at the beginning of 2006 ms $11.95 and the weighted wmge exercise price for 
fOrfCited/Urpired options w.s S11.95. All options wae p t c d  on or before August 5, 1997 and expired on or 
before F e b W  16,2006. NO fLrrhs opt iw mry k granted under this p h .  

-.-- 

227 
415 
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23. FAIR VALUE OF NONDERIVATIVE FINANCIAL INSTRUMENTS 

Co47OO IC( The c e n g  amounts and mlrtcd estimated fair vdw of significant nderivative financial 
instruments wac  as follows: 

A M . 1  V D h  Amnmt V.lW 

b&W8 S h d  M@SbpI&r 
Lang~debi(iacludiaacrnan~mrtpritior)(rl(bl ."_.l...l.l.l...... S (11,011) S ( I I J ~ S )  S (12.479) E (12.891) 

LESOP nMenodMbk(raNolc 17) .............................................. S 210 S 242 S 220 S ZS9 

O ( C b . L u c a k * w ( l b # l l t k . ) :  
F i t ~ a ~ i $ l  lupvltca ......................... .. -...-.,. _._ S - S (6) S - E (8) 

COW30 ICE( The fair value of md~ finracial -tee is bnscd on tbc difference between the d i t  
tprud of thc entity rrsponsibk for the rmberlyinp obli@on and a financial countaparly applied, on a nu  
prescnt value basis, to the notianrl mount of rhe guarantee. 

CO9740 ICE1 The carrying mounts for fbncial wets chsifKd 8s currat Lsscts and thc carrying 
amounts for financial liabilities c b i f i e d  IS c m t  liabilities approximate fiir value due to the short maturity of 
such instruments. Thc fair values of other financial imtrumcnts, iacluding the Cppgemini put option, for which 
cmying Mounts and fi ir values have not bea, presented arc not mrtCri8Uy different than heir related carrying 
amounu. 
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24. SEGMENT INFORMATION 

TN1890 TXU Cwp.’s Opentions uc . l i d  into two reportable business segments: TXU Encrgy 
Holdings and TXU Electric Delivay. The menta UT mrn~ped SepMUly becruse they arc strategic business 
units that offer diffmnt products or m i c e 0  urd involve different risks. 

TN1W TXU Energy Holding8 m t  is engaged in competitive market activities consisting of 
eicctricity gentration, retail elecrricity mler to resideatirl .nd busincss cuslomcra, wholesale energy sales and 
purchases as well u commodity risk managmeat ad activities, all largely in Texas. These activities are 
conducted principally by subridiuics of “XU Enagy Company. The results of this segment also include the 
activities of TXU Devco md ita tubsidiuies, which ut engaged in the development of new lipitdcorl-fuelcd 
generation fpcilitics. and the activities of a Itere trust holding certain combustion turbines. 

TN1910 TXU Electric Dclivety segment is engaged in regulated electricity transmission and distribution 
operations in Texas. The Begmat includes the activities of TXU Electric Delivcy’s wholly owned banbupt~y- 
remote financing subsidiary. 

TN192O Corporate and Other npresenul the remaming nomegmat operations consisting primarily of 
discontinued operations, genenl ~orporate utp.tnoes, interest on debt at the TXU Corp. level and activities 
involving m i n d  in- holdings. 

TN1930 The accounting policics of the busimc~~ segments an the same u thosc dcrcrikd in the summty 
of significant accounting policies. TXU Corp. cvrhuteo pafomuncc based on income from continuing 
operations. Ixu Gorp. ~ccounc~  for in tc~~~pcnt  sales and transfcm as if the sales or transfers wcre to third 
parties, that is, at cunmt market priceR 
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TXUtlwrrk 
pcllvrrx 

P.449 
2394 
zus 

Cerp sad 
mu 

549 
30 
31 

flO.8M 
10,662 
9.2 I6 

2006..". ...... *."... ...... .. ...... .. ...... m 4 9  
2ws ......................................... 9552 
ZOOI ...................... " ............. .... 8.402 

Rrgulucd Rcwnua - lacludai in 0p.rUml 

2006 ....................................... I 

2005 ..................... .. .................. 
2004 ..... " ...... ...,.... .. .................. 

Amlmwd Rcwaucr - Included in opnting 
RWllWS 

2006 ......................................... 
2005 ........................... " - .......... 
2004 ................................ ".".... 

Rcvcnuc: 
I J I O  
1.116 

806 

2.449 
ZJW 
2226 

8 
9 
2 

1.139 
1.271 
1,420 

44 
21 
21 

DepsiuionmdAmoniUtioa 
2006 ......................... " .............. 334 
2005 ............................. I .......... 313 
2004 ..................... I .................. 350 

2006"" ........... ......................... (10) 
2- .......................... "..... ........ 0 
200) (5) 

Wiry in (Louar) of 
uacoam1idupd Sukidirria 

........... " ............................ 
Interest Incorn 

830 
716 
760 

476 
446 
389 

20 
17 
21 

I9 
I1 
7 

2006 .............. " ............. ".." ...... 
2005." ......... I." ......... " ............. 
2004 ..................... " ...... .. .......... 
2006 ......................................... 
200s .................... .. .........-........ 

lntQacErpsac.ndRdUdChgCS 

102 
70 
31 

58 
59 
56 

91 
99 
11 

46 
43 
28 

830 
802 
695 

3 1  
393 

286 
269 
280 

461 
320 
I98 2oM ................... ........ .......-..... 353 

Mo6 I f P 9  
llraneTuExpenne(Baacm) 

............ ........................... 110 
114 
I I6  

1.263 
632 
42 

zoo5 ...... " ................................. 
200( ......................................... 

I ~ h a m ~ ~ o p c n t i o r u  
won EXOUW~~EW ilrm ud clnuluivt met 

ofchmgcsin AfcwMingPrindpla 
2006 ......... "......".I ................... 
2OO5 .- ...."......_......... ............... 
2004 .. ........ " ............................ 
2006 ........... " ............................ 
2005 ......................................... 

2006 ......................................... 
zoos ....................... " ............... 

tnwrmvnc in Equity a 

7091 Amam (a) 

687 
162 

2.465 
1,175 

81 

I 
- 

18.995 IO.109 1.616 
11.88J 9.91 I 1.717 

(5.458) 
(3.974) 

25,922 
25,539 



EXHIBIT FMG-1 
Page 203 of 254 

TXUEwrp TXUElrcrrlr Corpud 
Mdm Eeyytry PlLir EumlwQm- 

u)o6.. .......................... ........-.. 1,330 840 10 - 2.180 
........... 733 5 - 1.047 200s I .............. " ............ 309 

606 31 - 912 2001 .............................. " ......... 211 

C8pM Lpnliimm 

419 
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25. SUPPLEMENTARY FWANClAL INFORMATION 

T N 1 9 4 Q R g r h r r d V ~ n v r U ~ g ~ o ; p r r o d o ~ -  

apnting mrmQ 
l&guhmd ........................................ I ............ I ............................*............ .. ............. 
UologulUCd ..... ..... ....... ..... ""." ...................... " ............. " ............................... I ........ 
Intcrrompu* rrla cliniolt#u - mgubml ....... .. ..... .. .... " .................. . .. ............. 
1lnammpmy nlca din6NtPar - arsgul.td ........... ..... "." ...... "..... .................. 

Furl, puchrrd p w r  lod drlivay feu - m m @ l d  (a) .......................... ...... 
opntinrrarr-nsulrppd .................. " ........... " .............................. .. ........... .. ..... 
opauing cow - UslnPJlrcd .............................................................................. 
D e p r c c i n i o 8 m d ~  -Unrc&ted ........................................ I... ...I.... 

selhg, gmcml md adrninilrmive - rrpulud .,..........-.. " .....e............. 
Sclling.pacnland.dmin*mtivtezpmmes-ktmpbd. ....... .........-.... - .... ".. 

T d  ogpmig .................................................... ....... ...-..... ....... 
C ~ M d ~ ~  

Dcpr&irion and anmlization - wlmad ...................... .__. ". ........................... 

Fnnch~~~.ndt~~~nuc-bwdluCr- -*ttd ........................ ..... .... 
FIlsehiUud -bbd -6 - llnralJard ................................ ...... .......... 
otbcrincomc I..." ................. " ..................... " _.. ........._. " ............. " ....................... 
odmdsduclimr ............*........ I .-.-.. I ..... " -.............. " .... "... " ............... ... ...... ........ 
lnlacn incamc" ......... I ...... ..."" ......... I ........... " ............................. ".......I ............. 
lntcrrrt expense md otkr ....................................................................... 

T d  ~0.u  ud exparrcl ................................... ".. ..... "............. .. .... -. ......... 
Income fmm conhuingopsuioor bcfm illoomc pro* atnordi~ryph D a o )  

md eumrlbw cf€ecl of shn(p, m accolmtiq plincipk" _ ................ .. ................. 

S 2126 
8.434 

(1.420) 
(19) 
A L L 6  

3.755 
730 
699 
389 
37 I 
219 
872 
248 
I I9 

( 148) 
1.172 

(28) 
695 s 
ad23 

.... S 798 S 637 llueresl ............................................ I ........................................... I ................... .. s 861 

D i r l r i b u t M N m e x ~ ~ ~ b m h i p m ~ o f  
TXU E n a w  Canpny (*) ....................................... : ..................................... - - 22 

Refand mckdividadr ofrubridir*r ...... " ...... ............................................. - 3 2 

Capirrlizcd iwmu incldig debt PaQn of llbwace bor borrowred fun% 

in- an long-tmn d& held by r u b r i  mrt ............................................... - - 19 

Amortization of dcbc diuounu. pmrdum ad *rurnsc am .............................. 16 18 27 

u w d ~ ~ . . . .  ....... ..................................................... ..... ...".. -Ua 3 
U ! a u a  Tool io lerg  cxpnw vdretrod cbupr ................................... ........... . 
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pollution carcr~l revenue bond funds held ...................... ........... f -  s -  

T& rmricml arb ............................................................ u u u u  
by (Mpc (Sa Note IS) ~. ""...."............ $ - S 241 

-0 rebed to scanitizdaa (mnsition) bmd$ 55 I7 46 13 
All&er ................................... .. ._ ......"..........._. ..." .... .......... .. ...... ~-1 A 2 2 

...... .. ................. 

M.w*k md supplies ......................................................................... ........ s 189 s 163 
Fuel  st^& .................................................................. .............. w 81 
N ~ t u ~ l  h wmge ..._."... . ............................................. ......... 75 99 
Envirwvnnpl q c r a l i u  lad mriPiDn.lW.".." .... "*.."."."...". 2 21 

u 

".."..-...- 
"."......... 

Topi invanloria ............................ _".".-...l.. ...... -.-...._ ....... ...- ...... ftEI 

r x l l E a c r p Y n 0 ~ :  
OcDnuiOo ................................... .." ......... " ...... ....I"..." .............................. "..." ........... ............. .... 
olhcr usus ............ .. ........................ " ....... " ...... "... " ..... ".." ........ .. ............ " ......... .."... ............. "1.. 

TwnsmiUion ........................... ". ............................ ................................................. ............ 
Diraibution .. ................................. ". ............................... .................................................... ... 
OlhaUKu .... " ............... "" ............. ".," ........ "." ................ " ........................................... - ........... 
T d  ....................................... ".. ...................................................................... ".. ....... .............. 

N \ r h  Rrl (a* of YrUMload O m n i m i a l  oft1.123 mdSI.OS8) ............. " ............. "."."... 

1XU E k t r i c  Deli- 

caponr d o l b  .................... " ...... " ................................. " ............................... " ..................... 1.1.. 

Leu ammuhod dspncLtim . ........................................................... .............. .._......_...".. ............... 
Na of accumulud daprcc*6#l .... " .... " ....... " .... "." ........ .. .........., "........ ...... .. ............. ................ 

conrmvrion work in propss: 
TXU Emrgy tloldhp (inchdm S1.070 nLtodm IkvCo)" ......". .......................................... 
TXU Ebeaic Dclivay ........................................................................................ *.. ...... _ ........... 
T d  coMvu*iar work in prgrru I ....................... ".- ........................................................... 
Ropmy. pbnt a d  0quipmaH - n* ........................... .............................................. ......... 

colporue d o d r r  ................ " ..... # "  ......................... "..." ............................................................ 

515.926 S 15,887 
1 59 I15 
402 389 

3.179 2.829 
7,788 7.384 

415 401 
2 3 

28,335 27.470 

J.Ul.2 JLm 
17.016 16,666 

TN2010 Assets related to capiolizcci krses included above totaled 5% million at December 3 I ,  2006 
and $100 million at December 31,2005. net of accumulrted depreciation. 

TNtOll consdidatd @reciation q c n s c  u a percent of avmge depreciable property 
approximated 2.3% fa 2oOa,2005 and 2004. TXU Energy Compmy's depreciation expense as a pcrcenl 
of avenge depreci.ble propaty approximated 2 . W  fop 2006. 1.Yh for 2005 and 2.Wo for 2004. TXU 
Electric Delivery's depreciation expense as a perant of average depreciable proputy approximated 2.8041 
for 2006.2005 ind 2004. 

233 
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Ctwwhb I( :] A m  Ratrrrrrr Ubyprdsns -These Mil i t ia  prinurily nlrte IO nuclear generation 
plant decommissioaing, lrnd reclunrtion rcW to lignite mining, nmovd of lignitc/coal-fucld p h t  ash 
treatment facilitks md genenth plant rrbtstor removal and d i s p d  cats. Thae is no m b s  impoCt 
with respect to the recognition of the mset -t costr for nudcrr dtcrommissioning, as all costs arc 
recoverable through the q@ato!y procers as pmt of TXU Electric Ddivay's rate actting. 

CWWO }Cl The following table mmnmrks the & q c s  to the upet retirement liability. m a d  in 
other nOnctlmnt liabilities and ddnd credits in the cm~~l ida ta l  bdrncc sheet, during the ytar mdcd 
December 3 I, 2006: 

Ac#l rdmment I i l i t y  u Drcmkr 31,2005 s 55e .... - .............................. 
Addinone: 

AEcrrcioa ...... ".. 36 
21 lnunvaul mining nc*nutia 0010 ............................................ 

(4) 
JZa 
uu 

.......................................................... " ....................... 

N e t c h a p c i n m i n i i * n d m c l r r m i W  M i  .._...... " .... 
M i g  rechnlion plymQll.......... " ......... " ............. ..." .................... 

Auet m-t i i i l i t y  aI kmbcr31.2006 .................................. 
fmangibb Aavrs -htangibk assets other than goodwill arc comprised of thc following: 

TN2020 
&of Kkaaber 31,2006 h Of lkanbcr 31,ZOM 

Gru crnr 
c u r y l q  ACurlU C.wyhg Accumulated 
*A. lon lntb.  wct Amom Am- Nel 

lnua@blc saea subject IO rmDmntia0 indudcd 
in propaty, p h i  rad quipmat: 

S 72 
L.ad8alenmm ..... .. .... " ..... ......... "... ........ " .... L a o  65 I I5 178 63 I15 

S 386 E 314 CqJimIizad l o h  *d in wrv*s .......... E 423 t 339 s 8 4  

M i  *Is E d  *... " ......... " ......... "."... 3 2 )  6 3 2 4  7 
Torrl ............................................. .......... UJsuZz  u u  u 2 i u  Llpi 

T N m  Aggregate TXU Corp. ulloltizpton expmse for intangible assets for the years ended 
December 31, 2006, 2005 Md ZOW totaled S38 million, $23 million and S46 million, rropectwely. At 
Deccmber 31.2006, the weightd average nmrining usehi1 lives of capitalized sofhv~r, land casements 
and m i n d  rights and other assets were 6 ywo, 69 y m  and 40 years. nspectively. The cstimatcd 
aggregate amortization ex- for each of the five succ#ding f i d  y e ~  from December 3 I ,  2006 is a~ 
follows: 

TNzolo 
XmI 
7007 ............................................. S 29 
2008 ............................. I .............. 27 
2009 ............................. " .............. 71 
2010. ...... " ...... ............................ 11 
201 I ............................................. I 

TN2050 Goodwill (net of rccumul.ted amohtion) as of December 31.2006 urd 2005 totaled $542 

TN2060 TXU Gorp. evaluates goodwill for imprimmt at least annually (as of October I )  in 
accordance with SFAS No. 142. "Goodwill ud otba latragible Asw$W (SFAS 142). The impairmat 
testr perf- m bawd on discounted crph flow analyses. No goodwill inrpsirmat has been recognized 
for c o n e o l i  reparting units reflected in muhs &om continuing operations. 

million with SJ 17 millian at TXU Energy Comppny and U S  million at TXU Electric Delivery. 

234 
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Rq.lrcoryhb 
Genmri- mguluay urn manilid by &tioa boah ......................... " ........... " ....... 
saeuritia reacquisition SOUI .............................. _... ....... ............................................................... 
Reovcnbk kfarrd nC~rne UT - IIEI ... ....... .- ................................................. ... .................... 
smm-m~rud rcrvicx mcovay SOID ..l.....l......l._.l...............-...".. ..-.. ..................................... 
Employee raimmnt cam ....... .." ....l.l...._l..._l....I.. . I ............................................................... 
Nuclar dscDlnminioning am under-mcawy ......................................................................... 
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TCUl N@uoty lirbilitias ............................................................ ............................................. 133 101 
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........................... "..." ................... "."..." .- ...................................... I... Ncc mguklofy ant&... UU Luz6 

TN2080 Regulatory wets towig S12l million have btm reviewed and approved by the 
Commission and arc earning a return. Tbe mamodzed amounts of there ngul.tory .sscts reflected m the 
above table totaled SI00 million and SI05 million at Dccrmber 31, 2006 and 2005, respectively. The 
assets that have been approved by tk Commission and are not m i n g  a retutu toul S1.3 billion at 
Dacemba 31,2006 and $1.5 billioa at Dccanba 31, 2005 and haw a remaining ntovay period of 10 to 
44 years, including the rquhkwy asugetp accurilid by transition bonds thrt have a m i n i n g  recovery 
period of 10 years. 

Liablity for YYQI~KC coria uof1unury 1. ZQOS 
Additions to liability ....._......_. ~ ..................................................... 
p.ynoaoeh.rlobIo.ioulilbni~ ....................... " ..... " .... " .............. 
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Liability for acvamee C Q ~ D  u OtDcambec 31. ZOOS ............................. 
Additha to liability (a) ........_...... ........................ " ........................... 
Pa- char& apmrt liability ................................... .............. 
olha ldjumwna thc I b b i l i ~  ...................................................... 

L*bilityforlemmeecomrofDoambrrI.2006 .............................. 
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TN3000 SvpplcracnuJ C& ITOW IWormpaion - 
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............................................................................................... s 220 t 89 s 15 

Mpr)mcno(rrcdpa)reluaitodi8continuedapc.riollr: 

lnarrt (net aflmamci apiul.) .............................................. "..."..."..... f - S - s 106 

I-wa ......................... " ......................................... "." ......... " ................. s - t 30 $ 6 9  

Nmcuh investing ud W i g  .clivitics: 

Norrurbconr~acpcadiarn,  (8) ...................................................... S 228 S 61 5 76 

0 m n v i m p ~ m i l r p u r u p i o l k . u  .................................................... ". S - S 95 S - 
CaUolidrtiaI of kw muc: 

lncnreinrvro ._ ............. .........."....... .. .............................. ................... S - S 35 S - 
Incrtueinddn ......._.-.............. ".- ....._....._.... .................................... t -  S 96 S -  

TNMM !he Note 5 for the effecto of sdopting FIN 47 which wen noncash in MWe. 

TN3020 Q e  i n f d n  (una-) - Results of opaations by quarter arc r e  

TN3030 In the opinion of "XJ Corp., all other adjustments (consisting of l ~ l ~ m e l  d i n g  accruals) 
necessary for a fair statement of such amounts have been nude. Qusutcrly results ut not m d l y  
indicative of a full year's operations bemuse of o c r s o ~ l  md other fktom. 

bClOW. 
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M u d 3 1  JmwM -30 Dct31 

3805: 
opsntiap lcwnuo .......................................................................... ” ...-............. 
lKomc trom c o n c i n ~  opaiaru MOrr cxmabnuy ‘ kamdNauhriH 
effect ofchmp in rs~lating prindpk, ................................................................ 
hfmnce mock div- ..........-...... ..... ...................................................... ....... 
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Na income available for wnnwn stock . ............................... ”.- ... ..................... ”. 
Pwrhrrof corrmy~ w k  - Wi: 

Na income milmbk to common stock from rontinuing opuuiom ..........-.... 
Income (loss) fmm d*coacinucd opntioas, na of tu cffom ......................... 
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m3060 h the f o h  qurna of 2005, TXU Corp. recorded an extraordiwy loas of $50 million (net 
of tax benefit of $28 million) relrted to the c01wUatiom of a lase trust in Dcaanber 2005. TXU Cop. 
also recorded M $8 million (net of tax benefit of $4 mittion) cumulrtive effect of I change in accounting 
principle related to the adoption of FlN 47. The ZOOS diluted per share results reflected the unfivorable 
impact asso~i.ced with the llcceleretcd share repurchase program, which was settled in May 2005. Sn 
Notcs4,5ad 17. 
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13. 

C. John Wilder, Chairman, Resident and CEO 

David Campbell, Executive Vice Resident and CFO 

David Pook, Executive Vice President and GC 

Jim Burke, Chairman and CEO - Retail 

Mike Gmm, Chairman and CEO -Power 

Tom Baker, Chairman and CEO - Electric Delivery 

Mike Childers, CEO - Generation Development 

Chuck Enze, CEO - Generation Conmudion 

Mike McCall, chairman and CEO - Wholesale 

Riz Chand, Senior Vice President/Human Resources 

Gina Thomas, Vice Resident and Genrral Tax Counsel 

Paul Zweicker, Director of Environmental Services (solely with respect to 
environmental mattus in Sections S.l(g), 5.l(i) and S.l(k)) 

Jonathan Siegler, Vice President, Strategy and Mergem & Acquisition 
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Section 5.lftQ 
BmDlovee Benefi4 

s f a u u u u  
Qualified Plans 

1. TXU Retirement Plan, as amended and restated effect. /e January 1,20 

effective August 1, I983 
2. TXU Thrift Plan, as amended and restated effective Janua~y 1,2006 

Master Defined Contribution Trust Agreement by and between Texas Utilities 
Company and Mellon BanL, N.A., effective February 1,1992 

Texas Utilities Company System Retirement Plan Master Trust Agrement, 

Health and Welf'are Plans 

1. TXU Health Care & Life Insurance Plan, dated January 1,2007 

2. ?XU Welfare Plan, dated January 1,2007 

3. Section 125 Plan, dated J a n q  1,2007 

Weifarc Trust Agreemat (Non-Union MedicaYDcntal), dated June 1, 1994 
Welfare Trust Agreement (Union Mcdical/Dentd), dated June 1,1994 

Welfare Trust Agreement (Life Insurance for Retirees Only), dated June 1,1994 

Nonqu.lintd Plans 

1. TXU Defmed Compensation Plan for Outside Directors, as amended and restated 
effective November 17,2006 

Trust Agreement for the "XU Deferred Compensation Plan for Outside Directors, 
dated September 4,2002 

2. TXU Deferred Compensation Plan for Directors of Subsidiaries, as amended and 
restated effective November 17,2006 

TNSt Agreement for the TXU Deferrcd Compensation Plan for Directors of 
Subsidiaries, dated September 4,2002 

TXU Deferred and Incentive Compensation Plan Trust Agreement, dated 
3. TXU Deferred and Incentive Compensation Plan, dated January 1,2005 (Frozen) . 

septanbcr 4,2002 

TXU Salary Deferral Program Trust Agreemeat, dated Stptemba 4,2002 
-49- 

4. TXU Salary D e f d  Progam, as amcadad effective January 1,2006 
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5. 

6. 

7. 

8. 
9. 

Enserch Deferred Compemation Plan, as amended February 18,1997 (Frozen) 
Enserch Corporation Defemd Compensation Trust, as amended November 22, 

1996 
TXU Long-Term Incentive Compensation Plan, as amended and restated effective 
May 20,2005 (no awards issued after 2005) 
TXU 2005 Omnibus Incentive Plan, as amended and restated effective February 16, 
2006 (only performance units issued to date with value equal to one share of 
common stock par value) 
Enserch 1991 Stock Incentive Plan (Frozen) (no outstanding awards) 
TXU Split-Dollar Life Insurance Plan, as amended and restated effective May 20, 
2005 (Frozen) 

TXU Split-Dollar Life insurance Program Trust Agreement, dated July 15,2002 
10. TXU Supplemental Retirement Plan, dated January 1,1995 

11. TXU Second Supplemental Retirement Plan, as amended and restated January 

TXU Utilities Company Second Supplemental Retirement Plan, dated August 
2005 

1998 

Trust Agreement, dated May 3,1993 

12. Euserch Restoration Retirement Plan, as amended January 1,19% 

1, 

1, 1996 
Enserch Corporation Retirement Income Restoration Tmst, as amended January 

13. TXU Executive Financial Advisement Program 
14. Executive Physical Examination Program 
15. Enserch Special COLA h e f i t  Plan (Nonqualified pension plan) 

Employment Agreements 

1. Burke, James 
2. Campbell, David 
3. Hillstrand, Kris William 
4. Josh Safal K. 
5. Moore, William A. 
6. Poole, David 
7. Rwker,KimKW. 

1011 1/04 
05/14/04 
0211 4/05 
05/01/04 
05/01/04 
05/01/04 
08/04/04 
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8. Nye, Me A. polma TXU Chaimran rad CEO) (~dcndum to EA.) 
9. Sieglet, Jonathan 
10. Simmons, Jem L. 
1 1 .  Szlaudcrbach, Stanley J. 
12. Thomas, Gina Carniao 
13. Tulloh, Brim T. 
14. Wilder, John C. (Amendment 10 E.A.) 

15. Special Incentive and Bonus Retention Agreement 
with Gina Caroino Tbomas 

Material Offer Letters 

1. chand,Riz 
2. childers,MicbaelP. 
3. Enze,charleR. 
4. Ewing, Gerria L., Jr. 
5. FUGCO, Bill 
6. Hanis,Ray 
7. Kerschbaum,Todd 
8. Leonard,ScottE. 
9. Luyties, WilliamH. 
10. Shapard, Robert S. 
ll.Skubisz,Joseph 
12. Wiggs, Brett 
13. A~thana, Manu (Retauion A-I) 

06/01/05 
08/02/04 
04/16/01 
10/22/0 1 
11/01/04 
05/06/02 
06/00/05 
0411 8/06 

04/15/05 
07/06/05 
05/11/06 
10/03/06 
OW1 8/06 
08/23/06 
0311 5/06 
04/05/05 
07/27/06 
10/11/05 
09/06/06 
05/ 16/06 
06/09/00 

Other Offer Letters 

1. Bnmettt, Lynwood 
2. Bryant, Daniel S. 
3. Burns,Marc, 
4. Clevenger, Don 
5. Dailey, Patrick A. 
6. Fisher, Howard V. 
7. -Richardscott 

-5 1- 
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8. Lovelace, David Boyd 
9. Moldovan,Kris 
10. Raxtcr, Barbara 
1 1. Ricklick, Annita M. 
12. Richardson, Jared S. 
13. Sigler, David Arnold 
14. Singleton, Lisa 
15. Stewart, John 
16. U v m q t ,  Andrew L. 
17. Winston, Lisa 
18. Wright, Andrew 

Change in Control Policiu 

1. TXU Corp. Change in Control Policy for Non-Leadership Team LTlP Pamcipnts, 
effective May 20,2005 

2. TXU Corp. Executive Change in Control Policy, effective M a y  20,2005 

Severance Policies 

1 .  TXU carp. 2005 Executive Severance Plan and Summary Plan Descxiption, effective 
May 20,2005 

2. TXU Severance Plan and Summary Plan Description, effective January 3 1,2005 

Severance Agreements or Arrangements 

1. Kirk R. Oliver, dated March 24,2006 
2. H. Dan Farell, dated July 3,2006 
3. Eric H. Peterson, dated April 2,2006 
4. Joe R. Thompson, dated May 3 1,2006 

Annual incentive Plans 

1. TXU Broad-Based Annual Incentive Plan, effective 2006 
2. TXU Executive Annual Incentive Plan, effkctivc February 16,2006 

-52- 
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3. TXU Performance Enhancement Plan, effective 2006 
4. TXU Energy sales Incentive Plan, effective 1,2006 
5. TXU Wholesale Incentive Plan, effective January 1,2006 

Mircellaneow ProgramdPollcies 

1 .  AYCO Survivor Support Program 
2. Salary Continuation Program (six montbs of salary continuation) 
3. Survivor Death Benefit (one month's pay) 
4. Appliance Purchase Program 
5. Energy Conservation Program 
6. TransportatiOa Program (Dallas Area Rapid Transit, Carpooling) 
7. Workas' Compensation Insurance 
8. Service AwardProgtam 
9. Education and Tuition Assistance Program 
10. Relocation Program 
11. See Schedule S.l(h)(iv) Item 1 

Designated OfiCcers 

1. TomBaker 
2. Jim Burke 
3. David Campbell 
4. Rizchand 
5. MikeChilders 
6. ChuckEnze 
7. MilreGreene 
8. MikeMcCaU 
9. DavidPoole 
10. Jonathan Siegler 
1 1. John Wilder 
(Stan Sdauderbach, an "officer" of TXU Cog. for purposes of Rule 16a-l(f) under the 
Exchange Act, shall not be considered a "Designated Officer" for purposes of the 
Agre-t) 

-53- 
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1. Communication letter to ENSERCH employees has been provided regarding post- 
t e h e n t  medical benefits. Based on the communication letter, there are 
approximately 700 ENSERCH retirees still alive who retired on or before 
1213 1/90. They arc required to contribute ZQD dollars toward their retiree 
medical. Also, there arc approximately 500 surviving spouses of ENSERCH 
retirees who retired both on or before 12/3 1/90 including the surviving spouses of 
retirees who retired on or before 12/3 1/90, The surviving spouses arc paying for a 
portion of their cost with about an 82% company subsidy. 

See Item 4 of Schedule 5.1 (g) of this Discloslire Letter. 2. 

NY 12S34:l'lU16.9 



EXHIBIT F M E l  
Page 21 7 of 254 

Section 5.- 

TXU Corp. Change in Control Policy for Non-Leadership Team LTlP Pdcipants 
TXU Corp. Executive Change in Control Policy 
Employment Agreement with John Wilder 
Employment Agreemtnt with James Burke 
Employment Agreement with David Campbell 
Employment Agreement with David Poole 
Employment Agreement with Jonathan Sieglcr 
Employment Agreement with Kris William Hillstrand 
Employment Agreement with safal K. Joshi 
Employment Agreement with William A. Moore 
Employment Agreement with Kim K. W. Ruclrer 
Employment Agreement with Erle A. Nye 
Employment Agreement with Gina Camino Thomas 
Employment Agreement with Jem L. Simmons 
Employment Agreement with Stanley J. Szlauderbach 
Employment Agreement with Brian T. Tulloh 
Special Incentive and Bonus Retention Agreement with Gina Camino Thomas 
Offer Letter with Riz Chand 
Offer Letter with Scott E. Leonard 
Of€er Letter with Robert S. Shapard 
TXU Long-Tam Incentive Compensation Plan (no awards issued after 2005) 
TXU 2005 Omnibus lnccntive Plan 
TXU Deferred Compensation Plan for Directors of Subsidiaries (and the associated mst) 
TXU Deferred Compensation Plan for Outside Directors (and the associated W t )  
TXU Deferred and Incentive Compensation Plan (and the associated trust) 
TXU Split Dollar Life Insurance Program (and the associated trust) 
TXU Salary Deferral Program (and the clssociated trust) 
TXU Supplemental Retircmd Plan (and the associated trust) 
TXU Second Supplemental Retirement Plan (and the associated trust) 
Enserch Restoration Retirement Plan (and the associated trust) 
Enserch Defcmd Compensation Plan (and the associated trust) 
Enserch 1991 Stock Incentive Plan 
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&?&hum 
w n c  e with Laws 

See Sections 5.1 (g) and 5.1@) of this Disclosure Letter. 

1. In October 2006, TXU Energy Retail Company was notified that the Commission 
had begun an investigation of certain renewal practices as applied to term 
contfsLcts for small and &urn business customers. The Commission staff 
requested that "XU Energy discontinut those practices. TXU Energy is engaging 
in ongoing discussions with Commission staffregarding the applicable rules and 
is cooperating with the Commission's investigation. 

In early November 2006, TXU Portfolio Management Company notified the 
ERCOT Independent Market Monitor and ERCOT's compliance staff that a false 
resource plan was submitted to ERCOT on October 3 1,2006. In January 2007, 
the Commission staffnotified TXU Portfolio Management that it was 
investigating whether TXU Portfolio Management violated ERCOT protocols or 
applicable law by submitting a false resource plan. TXU Portfolio Management 
is cooperating with the Commission's investigation. 

The Company did not withdraw its mail gas certificate in Pennsylvania in a 
timely manner in 2005. The Company has discussed the matter with 
Pennsylvania regulatory staff and is making efforts to correct this oversight. 

The Company learned in 2005 that it had failed to make Certain filings with the 
U.S. Customs regarcfing imports of natural gas to the U.S. from Canada. The 
Company responded by contact@ U.S. Customs and contracting with a broker to 
make the requid filings as the Company's agent. In early 2007, the Company 
learned that the broker had failed to make the required filings. The Company is 
actively engaged in correcting this problem. 

See Item 5 of SeCtion S.l(r)(i) of this Disclosure Letter. 

2. 

3. 

4. 

5. 
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Section 5.lk) 
Envtronmen cI1 Mattee 

TXU is one of many responsible parties for somt share of the cleanup of a 
vendor’s (San Angel0 Electric Service Company, San Angelo, Texas) 
contaminated transformer repeir site as the vmdor has gone banl;nrpt. Share of 
responsibility is being dctumined by the amount of oil sent to the vendor for 
processing. A SESCO Site Working Group (SSWG) was formed in August 2004, 
of which TXU is a part. 

TXU is a defendant in actions involving exposure to asbestos identified in 
Section S.l(g) of this Disclosure Letter. 

In 2005, the US Environmental Protection Agency (EPA) issued a final mle to 
further reduce SO2 and NOx emissions fiom power plants. The SO2 and NOx 
reductions nqUired unda the Clean Air Interstate Rule (CAIR) are based on a cap 
and trade approach (market-bascd) in which a cap is put on the total quantity of 
emissions allowed in 28 eastern states (including Texas), emitters are required to 
have allowances for each ton emitted, and emitters are allowed to trade emissions 
under the cap. The CAlR reductions arc proposed to be phased in between 2009 
and 2015. 

1. 

2. 

3. 

4. In 2005, the EPA published a h a l  rule requiring reductions of mercury emissions 
b m  coal-fueled power plants. The Clean Air Mercury Rule (CAMR) is based on 
a cap and trade approach OD a nationwide basis. The mercury reductions arc 
proposed to be phased in between 2010 and 2018. 

The federal Clean Air Act also t.dquins each state to monitor air quality for 
compliance witb fedetal health stadads. Tbc standards for ozone are not being 
achieved in several arcas of Texas. Tbe TCEQ proposed new State 
Implementation Plan N~CS in December 2006 to deal with 8-hour ozone standards. 
These rules, if adopted, would require fisther NOx emission reductions from 
certain TXU Corp. facilities in the Dallas-Fort Worth area. 

5. 

6. The Railroad Commission of Texas (“RCOT’), on January 25,2006 informed 
TXU by letter of pollution violations discovmd during routine inspections of the 
Fort Chadbournc Gas Plant in Runnels County. The letter states that RCOT has 
yet todemmmc the nsponsible party, and requested TXU’s assistance in 
determining the responsible party, which TXU believts is not themselves. 

See Item 1 of Section 5.l(g) of this Disclosure Letter. 7. 
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Sccfjon 5.10) 
3Us 

Extensions of statutes of limitations have been extended for pending audits and 
appeals, state, federal, and foreign, as per the attached Schedule A. 

Tax sharing agreements are in effect per the attached Schedule B. 

The Company and its subsidiaries have engaged in reportable transactions which 
are reflected on duly filed Forms 8886 included with the true and correct copies of 
fdd tax returns described in Section S.l(l)(i) of the Merger Agreement. 

Closing agreements in effect, private leaer rulings obtained with continuing effect 
and private letter requests cumntly pending are listed on the attached Schedule C. 

TXU Cop. 2997-2002 Audit - The IRS is currently examining Txu’s federal 
income tax returns for 1997-2002. A tax basis step-up of assets that occurred at 
ENSERCH Coiporation prior to its 1997 acquisition by TXU resulted in a TXU 
audit issue as a result of the 2000 sale of the assets. Tbe issue was resolved with 
the 1RS in the fm quarter of 2006, and a rcsewe of $62 million was released (see 
Note 3). In addition to proposed adjustments witb respect to the worthlessness of 
TXU’s investment in TXU Europe (discussed separately below), the LRS has 
issued notices of proposed adjustment with respect to several other items. 

TXU Gas (Tormerfy ENSERCH Corporation) Audits - The IRS audits of the 
1993 and 1994-1997 ENSERCH tax retums were closed in 2005. The IRS filed a 
notice of deficiency disallowing both losses fiom various intercompany asset 
sales transactions and NOL carryback deductions on transactions for which the 
tax treatment was agreed at IRS Appeals. Although TXU does not believe that 
the notice of deficiency is supportable under existing facts and law, TXU paid this 
tax and additional interest totaling $30 million in 2005 in order to avoid extending 
the statute of limitations with respect to unrelated transactions. During 2006, 
TXU filed a refund claim to challenge the notice of deficiency with respect to the 
entire $30 million amount. The IRS and TXU have extended the time to file suit 
for refund so the government may review the claim. 

TXU Europe -On its US federal income tax return for calendar year 2002, TXU 
claimed an ordinq loss deduction related to the worthlessness of TXU’s 
investment in TXU Europe, the tax benefit of which is estimated to be $983 
million (assuming the deduction is sustained on audit). Due to a number of 
uncertainties regar- the proper tax treatment of the worthlessness loss, no 
portion of the tax benefit related to mu’s 2002 write-off of its investment in 
TXU Europe was recognized in income prior to the second quarter of 2004. 

In June 2004, the IRS issued a prelimitmy notice of proposed adjustment 
(fllbsequtntly amended in September 2004) proposing to disallow the 2002 

-58- 
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worthlessness deduction and treat the worthlessness as a capital loss (deductible 
only against capital gains). In addition, in 2004 TXU revised the estimates of 
capital losses and ordinary deductions expected fiom the worthlessness deduction 
utilization. Accordingly, in 2004 TXU recordtd a tax benefit of $755 million 
($680 million classified as discontinued operations) related to the TXU Europe 
worthlessness deduction, which reflects expected utilization of the capital loss 
deduction against capital gains realized in 2004 and prior periods. The benefit 
recognized also included S220 million for deductions related to the write-off of 
the investment m TXU Europe expected to be sustained as ordinary as a result of 
the preliminary notice. 
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The Company has labor agreements in place with 4 separate Locals of the IBEW: 

7. 

8. 

9. 

10. 

Local 2337: 

Lignite Plants (currently negotiating a new labor agreement): 
0 Big Brown - 71 employees 

Monticello - 1 17 employees 
Martin Lake - 183 ~ l o y ~ s  

Mining - Ratified a new labor agreement 12/21/2006: 
Big Brown - 197 employees 
Monticello - 187 employees 

Tkmw - 89 employees; (Ratified new labor agreemmt 12/21/2006) 

Tradinghouse (Ratified new labor agreement 1/18/2007) 
Lake Creek (Ratified new labor agnement 1/18BOO7) 

0 Stryker Creek (Ratified new labor agreements 1/18/2007) 
0 Dd=ordova (Ratified new labor agreements 1 /18/2007) 

Valley (Ratified new labor agreement 1/18/2007) 
0 Trinidad (Ratified new labor agreement 1/18/2007) 

Collin (“Mothballed”) (Ratified new labor agreement 111 8/2007) 
0 River Crest (Retired) (Ratified new labor agreement 1/18/2007) 

Marcin Lake - 452 employees 

Gas Plants - 83 employees: 

Local 2078 - Sandow Plant - 42 employees; currently negotiating a new labor 
agreement. 

Local 69: 

Dallas Distribution - 156 employees; currently negotiating an annual wage 
and benefits reopener . MetroMon-metro Distribution (Certified 12/19/2006 pursuant NLRB 16-RC- 
10746) - 483 employees; currently negotiating an initial labor agreement 

Local 20 - Comanche Peak: 

Operations, Maintenance, Warehouse - 182 employees; currently negotiating a 
newlaborqreement 
Chemistry & Radiation Protection Techs - 5 1 employees; currently 
negotiating a new labar agreement 
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(E) 

1. 

2. 

3. 

Local 69 is anempthg to get Technicians in TXU ED to sign recognition cards. 

Annex A sets forth Reductions in Force and closings. 

Local 2337, Mining is processing two grievances to arbitration regarding the 
Medical Plan changes implemented by the C o m p y  on January 1,2005, pursuant 
to the Medical Plan’s reservation of rights provisions. One grievance is alleging a 
reduction of benefits and the second grievance is specifmdly grieving the 
Company’s decision to implement a SSO/month Spousal Surcharge. 
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(0 
TXU Electric Del iverv Co- 

1. 

2. 

3. 

4. 

5. 

6. 

Tariff for T d s s i o n  Service To, From and Over Certain HVDC 
Interconnections (TFO Tariff’), FERC Electric Tariff, Ninth Revised Volume 
No. 1, which was accepted for filing by letter order dated July 23,2004 in Docket 

Tariff for Transmission Service For Tex-La EleCaic Cooperative of Texas, FERC 
Electric Tariff, Fourth Revised Volume No. 2, which was accepted for filing by 
letter order dated July 23,2004, m Docket No. ER04-957-000 (Vex-La Tariff“). 

TXU Electric Delivery Company’s ERCOT Standard Generation Interconnection 
Agreement Kiowa Power Partners, L E ,  FERC Electric Tarif€, First Revised 
Volume No. 3, which was accepted for filing by letter order dated July 23,2004, 
in Docket No. ERO4-957-000 (“Kiowa Tariff“). 

TXU Electric Delivery Company’s ownership interest of 100 megawatts in the 
east HVDC Interconnection. 

Contracts pursuant to which TXU Electric Dclivay Company provides 
transmission service under the TFO Tariff and the Tex-La Tariff. 

NO. ERW-957-000. 

The books and records associated with transactions involving the foregoing 
assets. 

TXU Portfolio COrMBpv LP (“TXU Who1esale”k 

1. 

2. 

3. 

Sixth Revised Rate Schedule FERC No. 1 (supenading Fifth Revised Rate 
Schedule FERC No. l), which was acccptdd for filing by letter order dated 

ER03-506-003, issued originally in Docket No. ER99-3333-005. (“Market-Based 
Rate Schedule”). 

Associated wholesale power contracts. 

N O V ~ R I ~  15,2006 in FERC Docket NOS. ERO6-1515-0o0, ERO6-1515-001, 

Books and records with respect to transactions under such contracts. 
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