Summary: Oncor Electric Delivery Co. LLC

regulatory-approved capital structure of 60% long-term debt and 40% equity, distributing any excess net income to its
two owners. As of Sept. 30, 2012, Oncor distributed about $155 million to its owners, compared with 580 million
during the same period in 201 1.

Liquidity
Oneor's liguidity is "strong” under Standard & Poor's liguidity methodology criteria. We base our lquidity assessment
on the following factors and assumptions:

* We expect the company's laquidity sources {including FFO and credit facility availability] over the next 12 menths to
axceed its uses by move than 1.5x

+ Oncor has no long-term debt maturities due until 2015,
» Even if EBITDA decreases by 30%, we believe net sources of Houidity will exceed lquidity requirements.

» The company has goad relationships with its banks, in our assessment, and has a good standing in the cradit
markets.

In our analysis, based on information available as of Sept. 30, 2012, we assumed liquidity of about $2.6 billion over the
next 12 months, consisting mainly of FFO and avallability under the revolving credit facilities. We estimate the

company could use up to §1.4 billion during the same period for capital spending, debt maturities, and sharebolder
dividends. .

Oneor has a $2.4 billion reveolving credit facility expiring in Cctober 2018, which had about $1.8 hillion available as of
Sept. 30, 2012. The credit facility is secured and is pari passu with Oncor's other secured debt obligations.

Oneor's ability to absorb high-impact, low-probabilicy events, its proactive handling of debt maturities and Hquidity
needs, its flexibility to lower capital spending, its sound bank relationships, its solid standing in credit markets, and its
generally prudent risk management further support cur description of liquidity a3 strong,

Standard & Poor's also expects that Oncor will continue to proactively manage its financing needs to maintain strong
levels of liquidity. We view strong liquidity as very important for Oncor because, despite the existing separatenass
undertakings with majority owner EFH, adverse developments at EFH may make it difficulc for Oncor to access the
capital markets when it needs to and under favorable terms.

Recovery analysis

We agsign recovery ratings to first mortgage bonds {FMBs) issued by US. utilities, which can result in issue ratings
being notched zbove a utiity's corporate cradit rating {(CCR) depending on the rating category and the extent of the
collateral coverage. The FMBs issued by LS. utilitles are a form of "secured utility bond® (SUB) that qualify fora
recovery rating a5 defined in our criteria {see "Collateral Coverage and Issus Notching Rules for "1+' and *1' Recovery
Ratings on Senior Bonds Secured by Utility Real Property®, published Feb. 14, 2013).

The recuvery methedology is supportad by the ample historical vecord of {00% recovery for secured bondholders in
utility bankruptcies in the US. and our view that the factors that enhanced those recoveres (limited size of the creditor
class and the durable value of utlity rate-based assets during and after a reorganization given the essential service
provided and the high replacement cost) will persistin the future,

Under our SUB critena, we caleulate a ratio of our astimnate of the value of the collzteral pledged to bondholders
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Swummary: Oncor Electric Delivery Co, LLC

relative to the amount of FMBs outstanding. FMB ratings ¢can exceed a utility’s CCR by up to one notch in the ‘A
category, two notches in the 'BBB' category, and three notches in speculative-grade categories depending on the
calculated ratio.

Oncors FMBs benefit from a first-priority lien on substantially all of the utility’s real property owned or subsequently
acquired. Collateral coverage of more than {.5x supports a recovery rating of 14+ and an issue rating two notches
above the CCR.

Qutlook

. ;
The stable rating outlook incorporates Oncor's excellent business risk and aggressive financial risk profiles along with
our expectations of generally stable financial performance over the next 12 to 24 maonths as the company completes its
planned capital investment in transmission projects by 2014. Our baseline ”fbrecast is for FFO to total debt to be more
than 16% and total debt to total capital to remain at about 86%, including short-term debt and excluding from equity
an amount that is primarily equal to the goodwill resulting from the leveraged buyout of Oncor's majority owner, EFH.
As of Sept. 30, 2012, this amount was about $3.7 billion. Should FFO to debt decrease to less than 15% on a consistent
basis due to the inability to recover invested capital on a timely manner and, should debt Jeverage excead 66% to 67%,
we would then lower the ratings on Oncor. In addition, any pressure from majority owner EFH to make sxcess
distributions or any compromise of the separateness undertakings cutrently in place would also trigger a
multiple-notch downgrade. Given Oncor's laval of debt leverage, we do not contemplate a higher rating, despite the
cornpany's excellent business risk profile.

Related Criteria And Research

» Liquidity Descriptors For Global Corporate Issuers, Sept. 28, 2011

s Business Risk/Financial Risk Matrix Expanded, Sept. 18, 2012

» Changes To Collateral Coverage Requirsments For'1+ Recovery Ratings On LS, Utility First Mortgage Bonds,
Sept. 6, 2007

i

Temporary contact numbers: Dimitri Nikas 648-584-8438; Cerrit Jepsen 917-584-2786
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Revzsmg Criteria For Recovery Ratings On Utility
First Mortgage Bonds

Primary Credit Analyst:
Todd A Shipman, CFA, New York (1) 212-438-1000; todd_shiprmani@standardandpoors.com

Criteria Officer:
Mark Puceia, New York {1) 212-438-7233; mark_puccla@standardandpoors.com

NEW YORK (Standard & Poor’s) Feb. 14, 2013--Standard & Poor's Ratings Services
gaid today it raised issue ratings and revised recovery ratings for 22 U.S.
issuars after revising its criteria for rating utilivy first mortgage bonds
{see "Collateral Coverage And Issus Notching Rules For ‘1+’ And ‘1’ Regovery
Ratings On Benior Bonds Secured By Utility Real Property,¥ published Feb. 14,
2014} . It alsc lowered rabings on the bonds of three issuers {see list below).
Now generically called "secured utility bonds® {(SUB) in our criteria to
reflect its global scope {(the same types of bonds havae variocus names depending
on the legal system in each country), we are adapting our methodology for
assigning recovery ratings for SUBs to specify the type of issuers, insolvency
regimes, and regulatory schemes to which the criteria will apply, how we
define the collateral pledged to bondholders, and how we calculats the value
of the collateral. (We had previously requested comments on the proposed
changes to the criteria; ssze Reguest For Comment: Collateral Coverage And
Isgue Hotching Rules For *1+' And ‘1’ Recovery Ratings On Senior Bonds Ssoured
By Utility Real Property,” published Sept. 26, 2012.)

vIn the most significant change, we will now use the amount of SUBs
cutstanding at the time of the recovery analysis in our caleculation of nominal
recovery expectations, We previously assumed the maximum amount permittad

under the morkgage indenturs,® said Standard & Poor's credit analyst Todd
Shipman,

211 investors and issuers who provided comments Lo Standard & Poor's on the
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S&P Takes Rating Action On 23 U.S. Issuers After Revising Criteria For Recovery Ratings On Utility First
Mortgage Bonds

proposed changes supported the revised approach to assigning recovery ratings
to utility SUBs. Based on market feadback, the proposal was changed in one
minor respect. As now published, the revised SUB criteria results in upgrades
to the recovery ratings and issue ratings of the SUBs of 21 issuers in the
7.8, Clarifications on the scope of the SUB criteria result in the withdrawal
of recovery ratings and ratings downgrades of certain bonds of three issuers
because eithey the issuer is not a utility or the bonds are not SUBz as now
defined in the criteria.

RATINGS LIST
Ratings Raised

To From
Ameren Illinois Co.
Senior secured BEB+ BEB
Recovary Rating i+ 1

CentarPoint Energy Houston Electric LLC

Senior sacured A A,
Recovery Rating 14 1
Central Maine Power Co.

Senior sscurad A A~
Recovery Rating L 1+ i
cleveland Electric¢ Illuminating Co.

Senior secured BBB+ BBB
Recovery Rating 1+ 1
Connecticut Light & Power Co.

Senior secured A A-
Recovery Rating i+ 1
Entergy Gulf States Louisiana LLC

Senior secured A~ BHB+
Recovery Rating 1+ 1
Entergy New Orleans Ine.

Senior secured A~ BBB+
Recovery Rating 1+ i
Entergy Texas Inc.

Senlor secured A~ , BBB+
Recovery Rating 1+ 1
Indianapolis Power & Light Co,

Senior securad BEB+ BEB
Racovery Rating 1+ 1.
Kansas ity Powar & Light Co. R

Senior secured A~ BEB+
Recovery Rabing 1+ 1
Kensas Gas & Blectric Co.

Senior secured . A~ BEB+
Recovery Rating ‘ 14 1
Lacleds Gas Co. .

Benior secured As A
Recovery Rating 1+ 1
Nevada Power Co. ‘

Senior secured BBB+ BBRB
Standard & Poor’s | Besearch | February 14, 2013 ; 2
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S P Takes Rating Action On 23 U.S, Issuers After Revising Criteria For Recovery Ratings On Utility Firse

Mortgage Bonds

Recovery Rating p 1
Northwest Natural Gas Co.

Senior sscured Ad~ B
Recovery Rabing L 1
Ohio Edison Co.

senlor secursad BBE+ BBB
Racovery Ratin 1+ 1
Cneor Blectric Delivery Co. LLC

Sanior secured h:3 A
Raecovery Rating 1+ 1
Pecples Gas Light & Coke Co. {The)

Senior secured A A~
Recovery Rating 1+ 1
Fublic Service Co. of New Hampshire

Senior secured :§ A~
Recovery Rating 1e 1
Sierra Pacific Power Co.

Senior secured BEB+ BBE
Recovery rating 1+ 1
Southwestern Public Service (o,

Senior secured A A~
Recovery Rating L+ 1
System Eneygy Resources Inc.

Senior secured A BEB+
Pecovery Rating 1+ 1
Westay Energy Inc,

Senior secured A~ BBB+
Recovery Rating 1+ kA

Rabtings Lowered

To From
Allegheny Energy Supply Co. LLC
Zenior secured BERB- BEB
System Ensrgy Resources Inc.,
Senior secured BBB ABB+

Rating Lowered; Recovery Rating #ithdrawn

To From
Kansas Sas & Rlectric Co.
Senior securad B3R ZBBs
Rzecovery Rating NR 1

Tamporary contact number: Todd Shipman, (1) 973-796-4217

The report is available bto subscribers of RatingsDirest on the Global Credit
rortal ab wwv.glebaloreditportal.com. If yvou are not 2 BahingsDiyact
subscribar, you may purchase a copy of the report by calling {1} 212-438-~7286
r sending an s-mail to ressarch raguest@standardacdpoors.com, Ratings
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S&P Takes Rating Action On 23 U.S. Issuers After Revising Criteria For Recovery Ratings On Utility First
Mortgage Bonds

information can also be found on Standard & Poor's public Web site by using
the Ratings search box located in the left column ab www,standardandpoors.com.
Members of the media may request a copy of this report by contacting the wedia
representative provided. '

I
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Oncor Electric Delivery Co. LLC

Major Rating Factors

Strengths:

» Low-operating-risk electricity transmission and distribution operations with
no commodity exposure;

¢ Effective management of regulatory relations, leading to generally
constructive rate-case outcomas;-

+ Alarge servica territory with generally attractive demographics; and

* §WOng liquidity and preactive management of debt maturities and liabilities,

Weaknesses:
¢ Aggressive debt leverage; -

» Alarge, albeit declining, capital spending program primarily for transmission projects; and
» The ongeing need to maintain separateness undertakings from majority owner Energy Future Holdings Corp.

o5 DA I 255 b *
Corasiate CrEmRATERATE
BBB+/Stable/ NE.

Rationale '

[N
The ratings on Oncor Elzctric Delivery Co. LLC incorporate, in addition to the stand-alone "excellent” business risk
‘profile and "aggressive" fnancial risk profile, a number of structural, legal, and regulatory provisions that allow

Standard & Poor's Ratings Services to view the company separately from its majority owner, Energy Funure Holdings
Corp. (EFH). These provisions include: "

+ The sale of 18.75% of Oncor to Texas Transmission Investment LLC, which is a thivd-party, unaffiliated investor,
This investor has sufficient rights and board representation that can prevent EFH from harming Oncor's credit
profile. These rights include the ability to veto changes in Oncor's dividend policy, requirement to consent to the
institution of bankruptey or insolvency proceeding against Oncor, approval over material transactions between
Oneor and its non-ring-fenced affiliates, approval aver the annual budget if it is reduced by 10% or more from the
prior year's amount, and the ability to prevent dividend distributions if it is in Oncor's best interests to retain such
amounts for future capital requirements.

s Legal ring-fencing provisions. These include a nonconsclidation opinion and separateness undertakings (such as
arm's-Jength transactions between Oncor and EFH, and the inability of Oncor to extend financial support to or
receive financial support from EFH)i and six indepen}ient directors who are required by law to consider only the

interests of Oncer and its creditors when acting or voting on any material action, two of whom are special
independent directors.

Oncor's excellent business risk profile reflects the company’s electric distribution and transmission business, which has

low operating risk, lack of commadity exposure; and serves a large customer base of more than 3.2 million end users

with generally attractive demographics. In'addition, the excellent busineags risk profile takes into account the

company's efforts to reach regulatory outcomes that are generally supportive of credit quality. These strengths are ¢
offset by a large capital spending program to build new transmission projects and the ongoing requirement to maintain

the existing separateness undertakings with majority owner EFH. We expect that when the transmission projects are

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT AUGUST 27,2012 2
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Oncor Electric Delivery Co, LLC

completed by 2014 they will have contributed to a material increase in ate base providing ongoing support to the
financial risk profile. Oncor is operating under a base-rate freeze until July 1, 2013, Under the terms of the last
rate-case decision, Oncor's base rates increased by $137 million and reflect a 10.25% return on equity (ROE) and a
capital structura of 60% debt and 40% equity.

Oncor's financial risk profile is aggressive, reflecting financial measures from our baseline forecast that are in the
middle of the category and support current ratings. Our baseline forecast of funds from oparations (FFQ) to total debt
of more than 15% and debt leverage that remains at about 66%, reflact steady economic activity in the company's
service territory combined with 2 moderation in capital spending upon timely completion of transmission projects and
their subsequent cost recovery. At the same time, we expect that Oncor will continue to operate within the
regulatory-approved capital structure of 60% long-terrn debt and 40% equity, distributing any excess net income 1o its
twa owners. As of June 30, 2012, Oncor distributed about $105 million to its owners, compared with $40 million
during the same period in 2011

Liquidity
Oncor's liquidity is "strong® under Standard & Poor's liquidity methodology eriteria. We base our liquidity assessment
on the following factors and assumnptions:

» We expecr the company's liquidity sources {including FFO and credit facility availability) over the next 12 rmonths to
axceed its uses by more than 1.5x.

« {Onenr has no long-term debt maturities due until 2015,
» Even if EBITDA declines by 30%, we believe net sources of liquidity will exceed lquidity requirements,

» The company has good relationships with its banks, in our assessment, and has a good standing in the credit
markets.

In our analysis, based on inforration available as of June 30, 2012, we assumed liguidity of about $2.6 billion over the
next 12 months, consisting mainly of FFQ and availability under the revolving credit facilities. We estimats the

company could use up to 31.4 billion during the same period for capital spending, debt maturities, and shareholder
dividends.

Oneor has a $2.4 billion revolving credit facility expiring in October 2018 which had about $1.5 billion available as of
June 38, 2012, The credit facility is sscured and is part passu with Oncor's other secured debt obligations.

Oncor's ability to absorb high-impact, low-probability events, its proactive handling of debt maturities and liquidity
nazeds, its flexibility to lower capital spending, its sound bank relatonships, its solid standing in credit markets, and its
generally prudent risk management further support our deserdption of liquidity as strong.

Standard & Poor's aiso expects that Oncor will continue to proactively manage its financing needs to maintain strong
levels of liquidity. We view strong liquidity as very important for Oncor becauss, despite the existing separateness

undertakings with majority ownef EFH, adverse developments at EFH may muke it difficult for Oncor to access the
capital markets when it needs to and under favorable terms.

Recovery analysis
‘Wa assign recovery ratings to first-mortgage bonds (FMB) issued by investment-grade US. utilities, which can resultin
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Oncor-Electric Delivery Co. LLC

+ N \
our notching issue ratings above a corporate credit rating on a utility depending on the category and the extent of the
collateral coverage. We base the investment-grade FMB recovery methodology on the ample historical record of
nearly 100% recovery for securad bondholders in utility bankruptcies and o;x our view that the factors that supported
those recoveries (limited size of the creditor class, and the durable value of utility rate-based assets during and after a
reorganization, given the éssential service provided apd the high replacement cost} will parsist.

. .

Under our notching criteria, when assigning issue ratings to utility FMBs, we consider the limitations of FMB issuance
under the utility's indenture relative to the value of the collateral pledged to bondholders, management's stated
intentions on future FMB issuance, as well as the regulatory limitations on bond issuance. FMB ratings can'exceed a
corporate credit rating on a utility by up to one noteh in the 'A’ eategory, two notches in the ‘BBB' category, and three
notches in speculative-grade categories.

Oncor's FMBs benefit from a ﬁrst-pfiori!:y lien on substantially all of the utility's real property owned or subsequently

acquired. Collateral coverage of less than 1.5x supports & recovery rating of '1' and an issue rating one notch above the

corporate cradit rating.

~
4

Qutlook

5

«

The stable rating outlook incorporates Oncor's excellent business risk and aggressive financial risk profiles along with
our expectations of generally stable financial performance over the next 12 to 24 months as the company’s planned
capital investment in transmission projects completes by early 2014. Cur baseline forecast is for FFO to total debt to
be above 15% and total debt to total capital that remains at about 86%, inchuding short-term debt and excluding from
equity an amount that is primarily equal to the goodwill resulting from the leveraged buyout of Oncor's majority
owner, BFH, As of Dee. 31, 2011, this amount was about $3.7 billion. Should FFO to debt declina below 15% ona
consistent basis due to the inability to recover invested capital on a timely manner and should debt leverage exceed
£6% to 67% we would then lower the ratings on'Oncor. In addition, any pressure from majority owner EFH to make

\ excess distributions or any compromise of the separateness undertakings currently in place would also trigger a
multiple-notch ratings downgrade. Given Oncor's level of debt Jeverage, we do not contemplate a higher rating,
despite the company’s excellent business risk profile, '

Business Description

Oncor Electric Delivery Co. LLC (Oncor} is an electric transmission and distribution {T&D) company operating in

north central, eastern, and western Texas, including Dallas.
1

Oneor Electric Delivery Holdings Co., a wholly owned subsidiary of Energy Furnure Holdings Corp. (EFH;
CCC/Negative/-), cwns 80.033% of Oncor, and Texas Transmission Investment LLC owns 18.75%, Texas
Trangmission is indirectly owned by a private investment group led by the Ontario Municipal Employees Retirement
Service Adrinistration Corp. {acting through its infrastructure investment entity, Borealis [nfrastructure Management
inc), and by the Government of Singapore Investment Corp. {acting through its ;ﬁrivate&quity and infrastructure arm,
GIC Special Investments Pte. Lid). Ratings on Oncor reflect the company's stand-alone business and financial risk
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Oncor Electric Delivery Co. LLC

profiles.

Rating Methodology

Oncor is rated separately and on a stand-alone basis from its majority owner, Energy Furare Holdings Corp. (EFH)
{CCC/Negative/), The rating incorporates a number of structural, legal, and regulatory provisions that we believe are
sufficient to support the de-linldng of the ratings on Oncor and EFH. At the most basic level, these provisions include:

¢ The sale of 19.75% of Oncor to a third-party, unaffiliated investor with sufficient rights and board representation
that can prevent EFH from adversely affecting Oncor's credit profile through the appointrent of two directors that
have veto and voting rights that are disproportionate to Texas Transmission's ownership interest in Oncor

« Legal ring-fencing, including nonconsolidation opinion and separateness undertakings (arm's-length transactions

betwesn Oncor and EFH, and the inability to extend/receive financial support by making loans to EFH or buying
any EFH securities).

Business Risk Profile: Stable, Low-Risk Transmission And Distribution
Operations With Credit-Supportive Regulation

Oncor's excellent business risk profile reflects Rully regulated electric T&D operations, supported by constructive
regulatory outcomes, ’

Although Oncor owns the transmission and distribution systems that deliver electricity to retail and commercial users,
its actual customers consist of more than 75 retail electricity providers (REPs) that operate within its service territory,
Of thege REPs, Texas Competitive Energy Holdings Co. LLC {TCEH), an EFH affiiate, accounted for 33% of Oncor's
2011 revenues, while subsidiaries of a nonaffiliated REP accounted for 12%, Of the remaining REPs, no other entity
accounted for more than 10% of Oncor's 2011 revenues.

Oncor relies on these REPs to remit timely payments for distribution services rendered; a default by an REP would
cause delays in payment and could pressure Oncor's liquidity. As of June 30, 2012, Queor's trade-accounts receivable
from TCEH were $148 million, or about 9% of revenues for the period. If an REP declares bankruptey, Oncor can
recover the amounts not received by deferring such amounts as a regulatory asset and then requesting recovery
through a rate~-case fling, though this rule applies only to nonaffiliated REPs and not to TCEH. In case of any default in
the payments of accounts receivable by TCEH, Oncor can recover any claims by withholding distributions to the two
cwners until it is made whole. Additionally, if TCEH were to delay or stop payments, Oncor would have a senior
unsscured claim against TCEH. However, our racovery analysis on EFH suggests that recovery on senior unsecured

claims against EFH or its affiliates would be very small because EFH and its subsidiaries have large amounts of senior
secured debt.

Oncor is in the process of completing 17 transmission projects relating to competitive renewable energy zones (CREZ},
which will provide load areas with access to wind-generated electricity. All projacts have besn approved by the Public
Utility Commission of Texas (PUCT) and are estimatad to cost about 32 billion. Oncor had spent $1.2 billion on the
CREZ projects through June 30, 2012, Effective July 1, 2011, Oncor recovers the cost of wholesale transmission
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/ Oncor Electric Delwery Co. LLC

service through a separate rate, the Transmission Cost Recavery Factor (TCRF), ‘and not :Hmf:gh base rates. The
change does not affect the company’s operating income. Separately, Oncor recovers the cost of retail transmission
service through a separate rider, the transmission cost of service {TCOS). In June 2012, Oncor filed for an increase in
its TCRF which, if approved, will increase reveniues by about $129 million effective in September 2012.

Management and sirategy
Oncor management has been transparent and has consistently operated within the confines of the regulatory and
ring-fencing arrangements that are important to ensure continued separation between Oncor and majority owner,
EFH, Management remains focused on expanding rate base through new transmission projects and completing rate
cases and cost recovery filings successfully and on a timely basis. In addition, Oncor has effectively managed liquidity
risk by proactively refinancing debt maturities and increasing the size of its credit facility to $2.4 billion. We consider
all the steps that management has taken to be very important to the company’s credit quality in light of majority
owner's EFH ongoing financial challenges.

i

S&P's base-case operating expectations
Srandard & Poor's base-case scenario for Oncor is based on the following assumptions:

s Oncor remains a fully regulated transmission and distribution entity with no expansion in any unregulated
businesses,

« The economic conditions in Texas continue to improve, albeit moderately, contributing to modest increases in
customer usage.

+ The regulatory and ring-fencing arrangements between Oncor and majority owner EFH remain Intact and are not
compromised. In addition, we expect that Oncor will not be pressured to make distributions to EFH such that the
80% long-term debt to 40% equity capital structure lirnitation is breached, Finally, we expect that Ongor is not
dragged into the estate of EFH, in case of a bankruptcy filing by that company.

« Oncor continues to operate under regulatory terms that largely support credit quality and remain generally
constructive, including timely recovery of transmission capital projects and ability to earn withiri the alloived ranges.

» We expect capital expenditures to remain large albeit decline somewhat as the CREZ investments approach
completion in early 2014

'

Financial Risk Profile: High Leverage Combined With Consistent Cash Flow

We view Oncor's financial risk profile as aggressive. For the 12 months ended June 30, 2012, FFO were $1.19 billion,
benefiting from base-rate increases, a modest increase in the number of customers, and a change in bonus
depreciation rules that resulted in lower cash taxes for the period. At the same time, total debt was $8.9 billion,
excluding 3495 million of securitized debt but including 3935 rmillion of shart-term debt. FFO to total debt was 17.1%
and total debt to total capital was 68.5% for the period. In computing debt leverage, Standard & Poors deducts from
equity an amount that is primarily equal to the goodwill resulting from the leveraged buyout of Oncor's majority
owner, EFH, As of Dec. 31, 2011, this amount was about §3.7 billion. In addition, Standard & Peor's computes debt

-leverage by including both long- and short-term debt, unlike the regulatary cormputation, which Incorporates only
long-term debt. '
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Oncor Electric Delivery Co. LLC

3&P's bage-case cash flow and capital structure expectations

Our base-case forecast suggests key credit measures will remain adeqguate for the aggressive financial risk profile
category. We expect credit protection measures to weaken slightly as the benefits of bonus depreciation go away offset
by a moderate reduction in capital spending that should help the financial measures stabilize. As a result, we expect
that over the next 12 to 24 months, FFO to total debt will be above 15% and nat cash flow to capital spending will
remain at about 80%. We also expect that debt leverage will rernain in the aggrassive category at about 66% while

debt to EBITDA will be about 4.0x. We derive the base-case forecast financial measures from our assumptions,
including:

« EBITDA growth that incorporates our expectation that Oncor will continue to sarn close to the aliowsd ROE and
will benefit from timely tansmission cost recovery once these projects go into service.

+ The capital structure limitation of 60% long-term debt to 40% equity is mainrained over the projected period.

+ Capital spending will remain high, albeit declining, over the projected period

« Oncor continues to recover on a timely basis costs associated with transmission investrments,

+ Dividends do not exceed net income.

« Liquidity rernains strong and the company continues to have ready access to the capital markets.

Accounting

Standard & Poor's adjusts Oncor's ratios to account for securitized debt, operating leases, and postretirement benefit
obligations.

In computing debt leverage, Standard & Poor's deducts from equity an amount that is primarily equal to the goodwill

resulting from the leveraged buyout of Oncor's majority owner, EFH. As of Dec. 31, 20114, this amount was about $3.7
billion.

Related Criteria And Research

+ Liquidity Descriptors For Global Corporate Issuers, Sept. 28, 2011
+ Business Risk/Financial Risk Matvix Expanded, May 27, 2008
« Analytical Methodology, April 15, 2008

+ Changes To Collateral Coverage Requirements For ‘14 Recovery Ratings On U.S. Utility First Mortgage Bonds,
Sept. 8, 2007
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Qneor Electric Delivery Co. LLC
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Oncor Electric Delivery Co. LLC

Table 2
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Adjusied ratios

EBITDA margin (%) 54.5 53.4 48.3 £5.9 48.8
EBIT interest coverags (X} 8 1 2.5 30 3.0
FFQ int, cov. {x) 41 s 3.8 4.0 38
FRO/debt (Y} 185 18.2 181 14.8 17.2
Discretionary cash flow/debt (%4} {3.7} {3.8) (1.2} (312} (3.5}
Net cash flow/capex (%) 820 748 842 {88.8} 84.8
Debt/debt and equity (%) 85.3 68,0 85.0 439 398
Rerarn on caphal (%) 8.2 8.0 85 8.2 2.5
Return on common aquity (%) 5.4 51 4.7 {6.8) 6.0
Common dividend payout ratto {un-adj.; (%) 3195 593 85.8 {57.8) 89.7
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Reported 6,039.0 7,181 ¢ U180 18210 302.0 359.0 1,285.0 1,295.0 145.0 1,3620

Stundard & Poor's adjustments

Cperating 24.4 - - 19 1.8 1.9 111 i1
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Postretirement K353 - - 1428 1420 51.0 748 74.8
benafi
obligations

i
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interast
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Oncor Electric Delivery Co. LLC
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Standard & Poor's adjusted amounts

Cash flow Funds

Interast from fram Dividends Capital
Debt Equity Revennes EBITDA EBIT expense operations operations paid expenditures
Adjusted 54435 34300 29730 16199 1,087.0 3820 1,2848 1,258.8 1458 1,3580
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SR

Corporate Credit Rating BBB-+/Stable/NR
Senior Secured A~

Corporate Credit Ratings History

13-Aug-2008 _ BBB+/Stable/NR
09-0ct=2007 ‘ BBB-/Watch Dev/NR
26-Feb-2007 BBB-/Watch Neg/NR
Business Risk Frofile Excellent
Financial Risk Profile Aggressive
Related Entities .

EFIH Finance Ine.

Senior Sectred B~

Senior Secured CcC

Energy Future Competitive Holdings Co.

Issuer Credit Rating ‘ CCC/Negative/NR
Seniar Secured cC

Subordinated | CC

Energy Future Heldings Corp.

Issuer Credit Rating CCC/Negative/NR
Senior Secured B-

Senior Unsecured cc

Senior Unsecured . D

Energy Futurs Intermediate Holding Co. LLC

Issuer Credit Rating CCC/Negative/—
Senior Secufed B~

Senior Secured cc

Texas Competitive Electric Holdings Co. LIC

Issuer Credit Rating ) CCC/Negative/NR
Senior Secured ce

Senior Secured ’ ‘ cce

Serior Unsecured . cC

Senior Unsecured D

*{inless atharwise noted, all ratings in this report are global scale ratings, Standard & Poors credit ratings on the global scale are comparable
across countries. Standard & Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country,
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Fitch Ratmgs
FITCH AFFIRMS ONCOR'S IDR AT 'BBB'; OUTLOOK STABLE

Fitch Ratings-New York-15 August 2012: Fitch Ratings has affirmed Oncor Electric Delivery
Company LLC's (Oncor) long-term Issuer Default Rating (JDR) at 'BBB' and short-term IDR at
'F3". Fitch has also affinmed Oncor's security ratings. (A complete list of rating actions follows at
the end of this release.) The Rating Qutlook is Stable. More than $6 billion of debt is affected by
today's rating actions.

f -

i

Oncor continues to deliver strong operational and financial performance, which is driven by a ‘

rebound in sales volume growth, balanced outcome in the 2011 distribution rate case and sirong
growth in transmission investments with constructive recovery mechanisms. These factors have led
to a steady improvement in key credit metrics. Fitch expects Oncor's profitability and credit metrics
to continue to appreciate over the 2012 to 2016 forecast period led by significant transmission build
out that is well supported by constructive regulation. Management's recent refinancing initiatives of
pushing out debt maturities till 2015 and upsizing the corporate revolver have lowered re-financing

rigk in light of the concerns surrounding the financial health of its nitimate parent. -

Oncor is spending more than $5 billion over 2012 to 2016 in capital expenditure, a majority of
which-is driven by transmission grid expansion-and the Competitive Renewable Energy Zone
(CREZ) projects. Various tracker mechanisms allow Oncor to eam a retumn on transmission related
capital investment with minimal regulatory lag. Oncor has been successful in achieving reasonable
resolution to its regulatory rate {ilings, including the most recent distribution rate case in 2011. In
addition, following -the passage of Senate Bill 1693, the Public Utility Commission of Texas
(PUCT) approved the periodic rate adjustment rule in Septernber 2011 that allows utilities to file for
recovery of distribution imvestments between rate reviews.

Oncaor's profitability since 4Q'09 has benefited from a rebound in the Texas economy that resulted
in a recovery of electricity demand from the large commercial and industrial sector. Even with a
modest growth expectation in electric sales, Fitch expects Oncor's Eamnings Before Interest,
Depreciation and Taxes (EBITDA) to Interest ratio to approach 5.1 times (x) and Debt to EBITDA
to be in the 3.3x range, which is strong as compared to Fitch's guideline ratio for a low risk,
regulated, BBB' issuer. Fitch expects Oncor's Funds Flow from Operations (FFO) metrics to be
robust in 2012 driven by bonus depreciation and thereafter decline to 17-18% range for the balance
of the forecast period.

Fiich considers the key rating factors for Oncor to be: 1) the stability of existing regulated utility
cash flows; (2) relatively sirong service territory; (3) strong credit ratios relative to the rating level,
(4) effective ring-fencing from a highly leveraged parent company, Energy Future Holdings Corp.
(EFH); and (5) potential financial exposure in the event of bankrmptey filing of EFH and/or Texas
Competitive Electric Holdings Company LLC (TCEH), EFH's indirect, non-regulated subsidiary,

Fitch continues to believe that strong ring-fenced mechanisms isolate Oncor's credit profile from
that of its ultimate parent and is a key driver of the wide ratings differential between Oncor and rest
of the EFH group. In March 2012, Fitch downgraded TCEH's IDR to 'CC' from *CCC' implying that
defuult of some kind appears probable at some point in the future. Due to inter-company linkages,
Fitch also downgraded the IDRs of EFH and Energy Future Intermediate Holding Company LLC
(EFIH) to 'CC' from 'CCC". '

In.the event that EFH/EFIH and TCEH file for bankruptey, Oncor's financial profile could be
affected to the extent of accounts and note receivables outstanding since TCEH accounts for
approximately one-thirds of Oncor's revenuss. Moreover, Oncor's capital market access could
become constrained until bankruptcy proceedings are resolved. Fitch acknowledges that Oncor has
begun to take steps to limit these potential ramifications. Last week's amendment to EFH's pension
plan significantly reduces the pension exposure for Oncor in case of bankruptey filing of EFH.
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Relative to its peers, Oncor’s has limited source of equity funding given the financial health of its
parent. Oncor has been severely curtailing the upstream dividends in order to maintain equity to
capital within the 40% maximum PUCT-required level given its large capital spending plans. As of
June 30, 2012, Oncor’s regulatory capital structure was 59%% debt and 41% equity.

Recent steps taken by Oncor to redeem its 2013 debt maturities well in advance and upsize its
corporate revolving facility to $2.4 billion mitigates concemns regarding capital access should
EFH/EFIH file for bankruptcy. As of June 30, 2012, Ouncor's corporate revolving facility, due
Qetober 2016, had borrowings of $935 million and letter of credits outstanding of $6 million. The
drawn balances are large and reflect a heavy capex spend for 2012; Oncor typically draws on ifs
corporate revelver to fund capital work in progress and subsequently replaces the drawn balances
with permanent financing. Fitch expects Oncor to access capital markets on a timely basis to repay
borrowings under the revolver.

Triggers for Future Rating Actions

Positive rating actions for Oncor are not anticipated at this time. However, negative ratings actions
could be iriggered by the following factors:

-Texas Regulation: Fitch expects a balanced regulatory environment for Oncor. Any unexpected
adverse outcomes in future rate cases could result in credit rating downgrades.

-~Change in Ownership: Any potential change in ownership of Oncor would need to be evaluated in
context of the potential new ring-fencing arangements implemented to preserve the credit quality
of the company.

--Potential Bankruptey Filing by EFE/EFIH and TCEH: Negative rating actions by Fitch could
result depending upon Oncor's financial exposure to TCEH at the time of the filing. Fiich continues
to believe that the ring-fencing measures for Oncor are strong, and the assets of Oncor should not
be consolidated in the svent of bankruptcy of EFH. Any decision to the contrary during poteatial
bankruptey proceedings could lead to ratings downgrade for Oncor.

Fitch affirms the following ratings for Oncor:
--Long-term IDR at 'BBR);

-~Senior secured debt at ' BBR+,

--Short-term IDR and commercial paper at 'F3',

The Rating Outlook is Stable.
Contact:

Primary Analyst
Shalini Mahajan, CFA
Director
+1-212-908-0351
Fitch, Inc.

One State Sireet Plaza
New York, NY 10004

Secondary Analyst
Philip Smyth, CFA
Senior Director
+1-212-908-0531

Committee Chairperson
Glen Grabelsky
Managing Director
+1-212-908-0577
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Media Relations: Brian Bertsch, New York, Tel: +1  212-908-0549, Email:
brian bertsch@fitchratings.com. :

Additional information is available at 'www fitchratings.com'. The ratings above were solicited by,

or on behalf of, the issuer, and therefore, Fitch has been compensated for the provision of the
ratings. :

Applicable Criteria and Related Research:

--'Corporate Rating Methodology' (Aug. 8, 2012);

--Recovery Ratings and Notching Criteria for Non-Financial Corporate Issuers' (Aug. 14, 2012);
~-'Parent and Subsidiary Rating Linkage' (Aug. 8, 2012).

Applicable Criteria and Related Research:

Corporate Rating Methodology i

http://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=684460
Recovery Ratings and Notching Criteria for Non-Financial Corporate Issuers
hitp:/fwww fitchratings.com/creditdesk/reports/report_frame.cfm?pt_id=686476
Parent and Subsidiary Rating Linkage
http:/fwww.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=685552

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN  ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
ON THE AGENCY'S PUBLIC WEBSITE "WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES

AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE.

*
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Mooby’s
INVESTORS SERVICE

Credit Opinion: Oncor Electric Delivery Company LLC

Giobal Credit Research ~ 14 Aug 2012

Dallas, Texas, Unifed States

Ratings

Moody's
Category Rating
Qutlook Negative
First Mortgage Bonds Baa2
Senlor Secured Baa2
Parent: Energy Future Holdings
Corp.
Quitook Negative - A
Corporate Family Rating Caal
Bkd Senior Sscured Caadl.GD4
Bikd Senior Unsecured Callehs
Spaculative Grade Liquidity SGL4
Contacts
Analyst Phone
Jamas Hempstead/New York Clty 212.853.4318
William L. Hess/New York City 212.553.3837
Key Indicators
{110ncor Electric Dafivery Company LLC

LTM 6/30/2012 2011 2010 2009

(CFQ Pre-W/C + Interest) / Intersst Expense 46x 47x 40x 3.8x
(CFO Pra-W/C}) / Debt’ 20% 2% 1T%  17%
(CFO Pre-WIC - Dividends}/ Debt 1% 19% 14% 13%
Debt / Book Capitalization *44% 42% 43% 43%

[1] All ratios calculated In accordance with the Global Regulated Electric Utilities Rating Methodology using Moody's

standard adjustments,

Nota: For definitions of Moody's most common ratio tenms please see the accorpanying User's Guide,

Opinion

Rating Drivers

\

Rate-reguiated slectric transmission and distribution {T&D) utllity serving the business friendly North Texas / Dallag-

Forl Worth region

\
Supportive requlaicry environment provdes timely recovery of prudently incurred cosis and investments”
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Significant capital expenditures of approximately $1.0 billion per year
increasing exposure to contagion risks assaciated with financially distressed parent and affiliates

Depending on how parent EFH might restructure ifs balance shest, Oncor could be the only operating subsidiary
with over $8.0 billion of parent cormpany debt

Corporate Profile

Oneor Electric Delivery Company LLC (Oncor) s an electric transmission and distribution ulifity serving the greater
Dallas / FL Worlh regions. Oncor's revenues are primarily regulated by the Public Utility Commission of Texas
{PLICT), a credit positive given the supportive poliical and regulatory enviroriment in Texas. Oncor is 3 majority-
owned subsidiary of Oncor Elactric Delivery Holdings Company LLC {not rated) which is a wholly-owned subsidiary
of Ensrgy Future Intarmediate Holding Company (EFiH. Caa3 senior secured / negative) which is a wholly-ownad
subsidiary of Energy Fulure Holdings Corp. (EFH: Caal3 Corporate Family Rating / negative}.

SUMMARY RATING RATIONALE

Oncor's Baa? senior secured rating primarily reflects its fower risk, rate regulated TA&D business activities and the
reguiatory oversight provided by the PUCT and relies heavily on aur assessiment that the ring-fence type provisions
dasigned to create credit separateness from the financially distressed parend, EFH, end affiliate, TCEH, are sound,
Oncor's T&D assets ganerate stable and pradictable ravenues and cash flows. Nevertheless, from a credit
perspactive, we are increasingly viewing the spproximately 36 billion of debt that resides at EFH and EFiH, which
tonks to Oncor's implled equity valus, as a form of permanent leverage for Oncor, despite the ring fence.

Recent Events

On August 8, 2012, we downgraded EFH's CFR to Caal from Cas?2 and we downgraded Onicor's senior secured
rating to Baa2 from Baal, Also on August 8, 2012, EFH sold $880 million of senior secured first Hen and second lien

nates through EFIH, which are secured by EFiH's equily interest in Oncor Haldings, which owns approximately 80%
of Oncor,

The downgrade of Oncor's senior securad dsbt to Baa2 from Baa1 reflects two primary issues, hoth of which are
heyond Oncor's and its principal regulator, the Public Utility Commisslon of Texas' (PUCT) control, The first jssue is
the rising contagion risk exposure that Oncor has with its majority owner-parent, EFH. As the risk of a contentious
restrustuning increases at EFH and TCEH, Oncor will be exposad, at a minimum, to some level of contagion,
Approximately one-third of Oncor’s revenues are associated with its affiliate, TXU Energy, and Oncor reports roughly
$158 million of receivables from TCEH. In addition, as an 80% owned subsidiary, Oncor remains exposed to various
congolidated corporate sarvices, such as EFH's tax systems, That said, we note that EFH's recent decision to
tervinate its non-union pension fund serves to incrementally insulate Cnoor from that specific contagion risk,

The second issue is EFH's Indirect levaraging of Oncor's implisd equity value, which will approximate $5.8 biilion
with the recent issuance of new EFIH securities (see below). Despite the ring fence provisions, EFH has utifized liis
equity in Oncor as a primery source of liquidity over the past few years, We note that this financing struciure does
not benefit Oncor, but rather benefits EFH and TCEM as It transfors dabt originally ralsed at the EFF and TCEH
{aveals and refinances U at the parent lavel of Oncor.

As the pledged equity in Oncor approaches the high end of our estimated valuation range, we see EFiH's
intermediate parent holding company debt as a source of permanant leverage for Oncor, since Oncor is the only
cash flow generating subsidiary of EFIH. Over the naxt few years, we calculate annual cash flow of roughly $1.5
biflion for Oncor, This results in a ratio of cash flow to debt approgching the 10% threshold, by including the debt of
EFIH and EFH in the denominator, which Is rore indicative of 2 Baa3 senior unsecured rating, after taking into
account the lower business risk profile associated with being a transmission and distribution (T&D) utility in a
supportive regulatory environment,

DETAILED RATING CONSIDERATIONS
Low-risk business operations within a supportive regulatory jurisdiction

Oncor is @ rate-regulaled electric fransmission and distrbution {TAD) utility serving the graater North Texas / Dalias-
Fort Worth region. All of Oncor's revenues are regulated by the Public Utility Commission of Texas (PUCT), a credit
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positive because of the refalively transparent and suppsrﬁve regulatory framework that tends to provide limely
racovery for prudently incurrad costs and Investments.

As a stand-alone credit, Oncor is well positioned within the Baa-rating category. Oncor's fundamentals also compare
favorably to selected T&D peers, such as CenterPaint Energy Houston Electric (A3 senlor secured / stable). Today,

wa see lithe evidence indicating that a more contentious regulatory environment is coming, although the uncsriainty

surrounding event risk deserves rmonitoring.

Stable ﬁ:;ancfal profite benefitling from accounting and tax policies

Electric T&D utilities are critical infrastructure assets that produce stable and predictabla revenues and cash flow.
Over the past § years, Oncor produced an average ratio of cash from operalions before changes in worling capital
{CFO pre WIC) to debt of approximataly 17%. This ratlo includes hoth securitization cash flows and related debt, as
well as pension and operating lease adjustments,

Cash flows, adjusted for changes In working capital, have increased to $1.5 bilfion in 2011 versus $1.2 billion in
2010, and the Swyear average of $1.1 bilfion. Praspactively, we expect the ratio of Oncor's CFO pre WIC to debl to
decline to low to mid-teen's rangs as the company eontinues with its capital expenditure programs. However, in
2011, Oncor produced a ratio of CFO pre W/C to debt of roughly 21.4%, higher than what we originally expected. In
our opinion, the increass appears o be parlly due {o the temporary benefils associated with federsl tax and
accounting policies, Including bonus depraciation. Today, we view thase benefits as unsustainable over the long
term horizon. We estimate that excluding the stimulus benefits could reduce CFO by roughily $200 - $300 million,

We still incorporate a view that the Texas based T&D utilities'can endure lower credit metrics for a given rating
category. In our opinion, Texas T&Ds have a slightly lower risk profile than thé broader T&D peer group as they are
not exposed to any provider of last resort risk (POLR) or cornmodity risks.

Ring fence type provisions appear strong, but not sufficient to fully insulale Oncor from cred!t deterioration or
contagion risk

Today, Oncor represents the mast valuable asset within the EFH family, even though its ring fence provisions
tachnically crevent EFH from controlling its subsidiary. Oncor's ring fence-type structures and PUCT regulatory
oversight provide strong credit separateness from the financial distress being experienced at its parent and affiliates.
But the stress at EFH creales contagian risk for Orncor, since Oncor and TCEH ware once part of the same
integrated electric utilty. For example, as of June 30, 2012, Oncor reported $181 million of trade accounts receivable

from TCEH and a $189 million note receivable from TCEH, In addition, approximately 30% of Oncor’s revenues are
derived from TCEH's retall electric provider business.

Oncor's primary credit risk relfated to a default at TCEH, EFH and EFIH, is where the EFH lenders foreclose on their
security collateral - the equily interests of Oncor Holdings, which owns 80% of Oncor. Should this scenario emarge,
we ses risks related to a bankruptey, where an Oncor divestiture is ardered by the coust, through the bankruptey
process, to establish a fimely value on the business. Although Oncor's ring fence type structures are strong, they are
not a sure thing. Still, we incomporate a view that EFH, along with Oncor and the PUCT, are most interested in
avoiding a bankrupley test of the ring fence structures.

Beparaieness constrained by legacy vertically integrated business mods]

Cneor's affiliate, Texas Electric Competitive Holdings (TCEH), Is a whally owned subsidiary of EFH. Both TCEM and
EFH are financially distressed companies with untenable capital structures. Desplte the ring fence around Oncor, we
cannot completely ignore the substantial inter-relationships that exist between Oncor and its afffiate, TCEH, and
parent, EFH. These interrelationships, in our opinion, are primarily derived from the fact that EFH's assets represent
the lsgacy, vertically integrated electric utility, Texas Elsctric Ulilities Company.

There are financial relationships between Oncor and its retail electric provider affiliate, such as a sizesble
concantration of revenus roughly 30% - 40% of Oncor's revenues are associated with TXU Energy (Retail), down
from 50% - 80% a few years ago. There are also certaln interest and tax expense make-whole agreements
associated with the collections of certain transition charges that service Oncor's Aag-ratad securitization bonds and
other corporate shared services. Oncor’s exposure to contagion risks associated with potential restructuring
activities at its affiliates and parent, ragardless of the legal and other structural ring fenging provisions, place its
contagion risk at a much higher level than its utility T8D peer group.

\
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Capitat structure linitation and dividend policy need to be monitored carefully

Oncor's June quarterly dividend payment to its parent, EFH brings the annualized upstream dividend to roughly $220
million, That figure, which iz materially higher than the $145 million dividend paid in 2011, is credit negative.

The upstream dividend payments exacerbate the contagion risk that Oncor has to majority cwnerparent EFH, which
is under financlal stress and is ikely to need some form of restructuring in 2013-14, Although a strong suile of ring
fance struchures insulate Oncor's creditors from EFH, only a bankrupicy cowrt can determine whether the proteclions
arg sufficlent, and Oncor, EFH or the Public Ulility Commission of Texas (PUCTY, its primary regulator, do not want
o see that ring fence put to the test.

Orie of the maln provisions of the proposed sing fance for Ongor is a imitation on the debt component 1o the capital
structura, This limitation tracks Oncor's authorized capital structure at 80% maximum debt, but excludes short term
gebt, We view rising dividend payout ratios negatively from a credit perspective, even for a lower sk T&D ulility, but
aspecially for a utility with a Jarge capital investment program. Our concems with an increasing dividend are also
premised on the fexibility that GAAP reporting provides a management team, and we visw samings bolstered by
stimulus programs or non-cash ems as unstainable over (he long term horizon.

Liquidity

Oncar's fiquidity appears adequate at this fme. Our liquidity assessment for the next four quarters spacifically
excludes any access by Oncor to the capital markets. For the twelve months ended June 2012, Oncor generated
approximataly $1.28 biflion of cash fram operations, incurred approximately $1.54 biflion in capital expenditures and

made upstream dividend payments to its parent of roughly $214 million, resulting in a madest negative frae cash flow
position. ’

In May 2012, Oncor increased Hs secured revolving credit facility by $400 miton to a total of §2.4 bilfion. The credit
facility maturss in October 2016 and Oneor has the oplion of requesting up to two additional onewear extensions
subjest to sartain conditions and lender approval. A June 30, 2012, there were $935 million of borrawing and $8
mitlion of letiers of credit outstanding under the facility.

The credit facility has a §5% debt fo capitalization financlal covenant, which we view as reasonably positive in the
sense that it provides the company with some mudest cushion from where its debt to capitalization is expected to be
misintained as part of the proposed ring fenicing and regulatory authorization {60%). But the bank covenant
caloutation, which currently has a significant amount of headroom cushion, includes roughly $4 bilfion of goodwill. In
cortrast, the regulatory capitalization caleulation does nol incorporate goodwill, but it also excludes short term
borrowings under the revoiver which were roughly $0.4 billion at year end 2011, We do not view Oncor as having
any other meaningfid sources of alternate liquidity.

Prospactively, we expect Oncor to produce approximately $1.3 - $1.5 billion In cash flow from operations in the naxt
12 months and 1o spand roughly $1 biflion in capital expendilures. There are no material debt maturities untl January
2018 when $500 million in senlor notes will be due.

Rating Qutlook

Cncor's negativa rating outiook reflects the contagion risks associated with the rising probabifity that its parent wil
need o restruciure. As EFH's most valuabla asset, Oncor will attract a significant amount of altention from various
creditor classes. For now, we continug o incorporate 2 view that Oncor will remain insulated fromits parent's
financial distress, thanks to is ring fence type provisions and regulatory oversight. We incorporate a view that EFH,
Oncer and the PLUCT are most interested in avoiding any testing by a bankrupley court as {o the strength of the ring
fance's provisions.

Oncor's negative rating outlook will remain In place untit EFM's restructuring program is completed and more clarity is
available with regards to what that potential restructuring might entail. Today, we think it would be unlikely that
Oneor's rating would fali below the investrment grade category.

What Could Change the Rating « Up

Ratings ars unlikely to be upgraded 1 the near to medium-lerm. That said, absent the contaglon risk exposure and
indirect leveraging of its equity, Oncor is viewed as a fundamentally strong T&D ulifity, with good growth prospects
and a supportive regulatory environment. On a stand-alone basis, Oncor would likely be rated at least A3 senior
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secured, simitar to CenterPoint Energy Hauston Eleclric {A3 senlor secured), its mast comparable peer,
. ‘ .

What Could Change the Rating -~ Down

Ratings could be downgraded another notch if EFH continues to indi:ac:t!y leverage its equity ownership Interest in
Cnoor, We note that this financing structurs does not benefit Oncor, but rather benefits EFH and TCEH as it
transfers debt originally raised at the EFH and TCEH levels and refinances i at the parent lavsl of Oncor.

Amore contentious political or regulatory environment, especially where the timeliness of rgtovering prudently
incurred cosis and Investments was affected or if the Oncor board commenced a more aggressive upstream
. dividend palicy, or ather corporate finance policies, that delays financial strengthening at Oncer.

Ratings could be downgraded if CFO pre-wic to debt ratios declinad to thes low-teen's range, or below the 10%
range when adjusting for the debt at EFIH, which we are now viewing as a form of permanent leverage on Oncor.

Ratings could also fall by multipla notches If Oncor's ring fence structure is breached, or appears io be materially
waakening, a scenario which we view as remote at this tima.

*e

Rating Factors

Oneor Electric Dellvery Company LLC

Regulated Eleciric and Gas Utilitles Industry [11{2] ‘ LTM Moody’s
6/30/2012 1218
" | month
Farward
View* As
. af
R : August
. W) 2012
Factor 1: Regulatory Framework (25%) « {Measure {Score Msasure{Score
a) Regulatory Framework . A A
Factor 2: Ability To Recover Costs And Earm Retumns {25%})
~ la)Abllity To Recover Costs And Eam Returns Baa fiaa
\ Factor 3: Diversification (10%} . ’
a) Market Position {(10%) ’ Ba Ba

b Generation and Fuel Diversity (0%)

Factor 4: Financial Strength, Luqutdlty And Key Financial Metrics
{40%)

a) Liquidity (10%) Baa Baa
b} CFO pra-WC + Interest/ Interest {3 Year Avg) {7. 5%) 42% | Bea 3.0-4.0 | Baa
) CFO pre-WC / Debt {3 Year Avg) (7.5%} 18%, | Baa 13-20% | Baa
d) CFO pre-WC - Dividends / Debt (3 Year Avg) (?.5%) "15% | Baa 10-15% | Baa
e) Debt/Capitalization (3 Year Avg) {7.5%) 43% A 40-45% 1 A
Rating: .

a) Indicated Rating from Grid Baal| Baal
b} Actual Rating Assigned s Baa2 Baa2

* THIS REPRESENTS MOODY'S FORWARD VIEW,; NOT THE ViIEW *
OF THE ISSUER,; AND UNLESS NOTED IN THE TEXT DOES NOT
INCORPORATE SIGNIFICANT ACQUISITIONS OR DIVESTITURES

1] All ratios are caloulated using Moody's Standard Adjustments. [2) As of 8/30/2012; Source: Moady's Financial
Metrics
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Mooby’s
INVESTORS SERVICE

© 2012 Moody's Investors Service, Inc. and/or its licensors and affillates (collectively,
"MOOCDY'S™. All rights reserved.

CREDIT RATINGS ISSUED BY MCODY'S INVESTORS SERVICE, INC, ("MIS"} ANDITS
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S {"MOQDY'S
PUBLICATIONS"} MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES, MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET ITS CONTRACTUAL, FINANCIAL OCBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOCDY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT, CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES, NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR, MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOCDY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS QWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN 1S PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIEED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR S8TORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPQSE, IN WHOLE OR IN PART, INANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHCUT MOODY'S PRIOR WRITTEN CONSENT.
Al information contained herein is oblained by MOCDY'S from sources believed by it to be
accurate and refiable. Because of the possibility of human or mechanical error as well as other
factors, however, all information contained herain is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that ths information it uses in assigning a credit
rating is of sufficient quallty and from sources Moody's considers fo be reliable, including, when
appropriate, independent third-party sources, Howsver, MOODY'S is not an auditor and cannct in
svery instance independently verify or validats information recelved in the raling process. Under
no clreumstances shall MOCDY'S have any liability to any person or entity for {a) any loss or
darmage in whole or in part caused by, resulling from, or relating to, any aror {negligant or
otherwiss) or other circumsiance or conlingency within or outside the control of MOODY'S or any
of its directors, officers, ermnployeas or agents in connection with the procurement, collaction,
corrpilation, analysis, interpretation, communication, publication or defivery of any such
information, or {b) any direct, indirent, special, consequantial, compensatary or incidental
damages whalsoever (inciuding witheut limitation, lost profils), even if MOQDY'S is advised in
advance of the possibiity of such damages, resulting from the use of or inability to use, any such
infarmation. The ratings, financial reporting analysis, prolections, and other observations, if any,
constituting part of the information confained herein are, and nust be construed solely as,
statements of opinfon and not statsments of fact or reconrmendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each secusily it may consider purchasing, holding or selffing, NO WARRANTY, EXPRESS OR

DKT 45238 STAFF RFI 3eb 1 QM 1-1 [ONCORIVOL

000632



IMPLIED, AS TQ THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING CR OTHER OPINION OR
INFORMATION |3 GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER,

MIS, a wholly-owned credit rating agency subsidiary of Moady's Corporation ("MCO"), heraby
discloses that most ssuers of debt securities (Including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, pricr to
assignment of any rating, agreed {o pay to MIS for appraisal and rating services rendered by it
fees ranging from $4,500 to approxdmately $2,500,000. MCQ and MIS also maintain policies and
proceduras to address the independance of MIS's ratings and rating processes. information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entiies who hold ratings from MIS and have also publicly reported o the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.meodys.com under the

heading "Sharcholder Relations — Corporate Governance — Director and Sharsholder Affiliation
Policy.” - . .

3 ¢

Any publlication Info Australia of this document is by MOODY'S affitiate, Moody's Investors Service '

Pty Limited ABN 81 003 399 857, which holds Australian Financial Services License no, 336868,
This document is interded to be provided only to “wholesala dients’ within the meaning of section
761G of the Corporations Act 2001, By continulng to access this decument from within Australia,
you represent to MOODY'S that you are, or are accessing the document as a reprasentative of, a
“wholesale client” and that neither you nor the entity you represent will direclly or indirectly
disseminate this document or its contents to retazl chents" within the meaning of section 761G of
the Corporations Act 2001

Notwithstanding the foregoing, credit ralings assigned on and after October 1, 2010 by Moody's
Japan KK, ("MIKK") are MJKK's currant opinions of the relative Tuture credit risk of entities, credit
commitmenis, or debt or debt-like securities, In such & case, “MIS" in the foregoing staterments
shall be desmed to be replaced with *MJKK®, MJKK is a wholly-owned credit rating agency

subsidiary of Moody's Group Japan G.K., which is whoiiy owned by Moody's Overseas Heldings
nc., a wholly-owned subsidiary of MCO,

This credit rating is an opinion as to the creditworthiness of a debt cobligation of the issuer, noton
the equity securities of the issuer or any form of security that is avallable to retail investors. It
wotld be dangerous for retail investors to make any Investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.
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Mooby’s

INVESTORS SERVICE

Rating Action: Moody's downgrades Energy Future Holdings and
Oncor Electric Dellvery; outlooks remain negative .

v

Global Credit Research » 09 Aug 2012 )

Approximately $45 billion of debt securities affected,

New York, August 09, 2012 ~ Moody's Investors Service today downgraded the Corporate Family Rating (CFR) of
Energy Future Holdings Corp (EFH) to Caa3 from Caa2 and affirmed its Caad Probability of Default Rating (PDR)
and 8GiL-4 Speculative Grade Liquidily Rating. The rating outlook remains negative. In addition, Moody's
downgraded the senlor secured rating of Oneor Electric Delivery Company (Oncor) to Baa2 from Baat. Oncor's
rating outlook remains negative. '

At the sama time, Moody's assigned a Caa3 rating {L.GD4 §8%) to Energy Future Intermediate Holding Commpany’s
{EFIH) new $250 million senior seCured notes due 2017 and 3500 million senior secured secend lien notes due
2022.
i}
. The ratings for EFH, its subsidiaries and individual debt instruments are defived from the Caa3 CFR, with the

exception of Oncor dus to its ring fénce type provisions. Individual Instrument ratings and Loss Given Default (LGD)
assessments are included at the end of this prass release,

RATINGS RATIONALE :

The downgrade of EFH's CFR to Caa3 from Caa2 reflects the company's financial distress and limited financial
flexibility. EFH's capital structure is complex and, in our opinion, untenable which calls into guestion the sustainability
of the business model and expected duration of its liquidity reserves. We expect material balance sheet restructuring
within the next 12 fo 18 months, For the latest twelve months ended June 2012, EFH's ratio of cash fiow to debt is
approximately 1% and Is expectad to rermain near this level for the foreseesable future,

EFH's unregulated subsidiary, Texas Competitive Electric Moldings Company LLC {TCEH), is the principal driver
behind EFH's cash flows. TCEH's coal fired generation fest requires a material amount of capital investrrent to
comply with more stringent environmental mandates, and low natural gas prices have displaced a sizeable portion of
expacted genaration volumes. Our estirmated valuation of TCEH has fallen to approximatsly $15 - $20 bifllon, which
suggests sizeable Impalrments for lenders, including the TCEH senior secured first fien lenders. In our opinion, this
level of impairment suggests the potential for a more contentious restructuring process which, in turn, raises the risk
of contagion across the entire BFH family, including Oncor,

We see a strong correlation between the default probability of EFH; Energy Future Comrpetitive Heldings (EFCH),
EFH and TCEH. As a result, the primary rating drivers for EFH and EFIH are heavily influenced by TCEM. That

said, with the expected alimination of the intercompany note that EFH owes to TCEH, we see a stronger case of
credif separateness.

The negative outiack for EFH reflects a sustained period of low natural gas prices which wilf keep EFH's cash flows
depressed and potentially create further large goodwill impalrments. We also see declining volumes and an increase
in operating costs and capital investment needs. The likelthood of some form of restructuring will continue to
increase, absent a shift in market fundarfentals.

RATINGS RATIONALE — ONCOR

The downgrade of Oncor's senlor secured debt to Baa? from Baat reflects two primary issues, both of which are
beyond Oncor's and its principal regulator, the Public Utllity Commission of Texas' (PUCT), control. The first issue is
the rising contagion dsk exposure that Cneor has with its majorily owner-parent, EFH. As the risk of a contentious
restructuring increases at EFH and TCEH, Oncor will be exposed, at 2 minimum, to some leval of contagion,
Approxirmately one-third of Oncor's revenues are asseciated with its affillate, TXU Energy, and Oncor reporls roughly
$159 million of recelvables from TCEH. In addition, as an 80% owned subsidiary, Oncor remains exposed to various
consolidated corporate sarvices, such as EFH's tax systems. That said, we note that EFH's recent decision to
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terminate its non-union pension fund serves to incrementally Insulate Oncor from that specific contagion risk.

The second issue is EFH's indirect leveraging of Oncor's implied equity value, which will approximate $5.8 bililon
with the recent issuance of new EFiH securliles (s2e below). Daspite the ring fance provisions, EFH has utilized its
aquity In Oncor as a primary source of liquidity over the past faw years. We nots that this financing structire does
not benefit Gneor, but rather benefits EFH and TCEH as it transfers debt originally raised at the EFH and TCEH
levels and refinances It at the parent level of Oncor.

As the pledged equity in Oncor approaches the bigh end of our estimated valuation range, we see EFiHs
intermediate parent holding company dett as a sourcs of permanent leverage for Oncor, since Oncor is the only
cash flow generating subsidiary of EFiH. Over the nex few years, we calculate annual cash flow of roughly $1.5
billion for Oncor. This results in a ratlo of cash flow to debt approaching the 10% threshold, by including the debt of
EFIH and EFH in the denominalor, which is more indicalive of a Baa? senior secured rating, after 1aking into account
the lower business risk profiie associated with belng a transmission and distribution (T&D) ulllity in a supportive
regulatory environment.

Absent the contagion risk exposure and indirect leveraging of its equity, Oncor is viewed as a fundamentally strong
T&D utility, with good growth prospects and a supportive reguistory environment, On a stand-alone basis, Oncor
would lkely be rated at least A3 senior secured, sitmilar to CenterPoint Energy Mouston Elactric (A3 sentor secured),
its most comparable peer.

Oneor's negative rating outlook reflects the contagion risks associated with the rising probability that its parent wilj
naed to restructure. As EFH's most valuable asset, Oncor will attract 4 significant amount of attention from various
craditor classes. For now, we continus {0 incorporate a view that Oncor will remaln Insulated from its parent's
financial distress, thanks to its ring fence lype provisions and regulatory oversight, We incorporate a view that EFH,

Oncor and the PUCT are most interested in avoiding any testing by a bankruptey court as to the sirength of the ring
fence's provisions.

Oncor's negative rating outlook will remaln In place until EFH restnucturing program is completed and more clarity is
available with regards to what that potential restruchuring might entall, Today, we think it would be uniikely that
Oncar's senior secured rating would fall below the investment grade category.

EFH's SENIOR SECURED NOTES DUE 2017 AND SENIOR SECURED SECOND LIEN NOTES DUE 2022

EFiH's senfor secured notes due 2017 and senior secured second lien notes due 2022 are assigned a Caa3 (LGD4,
58%; rating. These ralings are primarily derived from EFH's Caa3 CFR and our LGD methadology, but we nots that
any recovery value, in the avent of a default, would ultimately be derived from the value of Oncor although Oncor
remains outside of our EFH CFR because of its ring fence type provisions. Dapending on how EFH might approach
any potential rastructuring aclivity, a new CFR could be assigned which excludes TCEH, Under this hypathetical
scenario, EFIH's ratings would kkely be upgraded by saveral nolches,

EFiH currently owns approximalely $4.5 billlan of EFH and TCEH debt securities, comprsing roughly one-third of its
balance sheet. The other two-thirds of EFH's balance sheet is comprised of EFiH's ownership interests in Onoor
Electric Holdings Company LLC (Oncor Holdings), which owns roughly 80% of Cncar.

EFIH's ownarship interest in Oncor Holdings has been pledged as collateral for approvimately $5.8 billion {principal
amount} In debt securities, which indudes today's issuancs. Cf this total amound, approximately $3.7 billion is
secured on 2 first fien basis, with ancther approximately $2.1 billion secured on s second lien basis. Today, we
estimate the value of Oncor Holdings at approximately $5.5 - $6.0 billion, which implies a total equity valus of Oncar,
Including lts 20% minority owners, of approximately $7 - $7.5 billion. In our opinion, this valuation incorporates
premium multiples of book value, net income and EBITDA

¥, in a restructuring, the EFiH lenders foreclosed on the coliatera), we see reasonably good recovery for both of
EFit's first lien and second lien securities, but we aiso note that any change of contral at Oncor would require the
approval of the PUCT, Since the PUCTs approvsl would undoubtedly considsr the public interest, the timing
associated with achigving such an approval is uncertain, notwithstanding the PUCT's established guldslines on
requiatory decisions, This potential regulatory uncertainty could affact the timing of recovery.

LQuipmy

EFH'’s Speculative Grade Liquidity rating is SGL-4. We expect the company (o continue 0 produce negative free
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cash fiow over the next few years, due to a sustained period of low natural gas and pawer prices and higher capital
expenditures as TCEH brings its coal-fired genaration flest into compliance with new, more stringent environmentat
regulations. '

Liquidity Is primarily supported by EFH's cash, which we estimate is approxirrately $1.1 tiflion as of June 30, 2012,
Liquidity is also supported by TCEH, which has a $2.1 billlon ravolver ($0.645 billion of which expires in Qctober
2013 and $1.4 billion of which expires in October 2018}); a §$1.08 billion spacial LC facility ($1.02 bilion of which
axpires in Oclober 2017} and an unlimited commedity coflateral posting facility {expiring in Decamber 2012). All of
thess liquidity facllities are senlor sacured and backed by the same collateral package associated with the
approxmately $20 billion secured first ien term loan faciliies.

The revolving credit facilities have roughly $1.9 billion available, which combined with the $1.1 billion In cash
equates to $3.0 billion In avallable liquidity, For the twelve months ended June 2012, cash flow from operations has
fallen to roughly $710 million while capital expenditures, which includes nuclear fuel, was $787 million, leaving EFH
with negative free cash flow of $87 milllon. While wae see only modest scheduled debt maturities over the nex twelve
months of roughly $100 million, we do see some liquidity risks with the approximately $1 billion of margin deposits
received from counterparties that are included in EFH's cash balance. With respect to over-the-counter transactions,
countarparties ganarally have the right to substitute letlers of credit for such cash collateral. In such avent, the cash
collateral previously posted would be refurned to such counterparties thereby reducing Hiquidity, Additionally, in the
avent of a reversal of mark to market gains, which would be triggered by an Increase in gas prices, these margin
deposits would also be returned to counterparties, Despile these risks, collateral deposits are being Used for working
capital and other corporate purposes including reduting shortdterm borowings under credit facilities. EFH has

effectively monetized and ulilized for liquidity purposes $1 billion of its unrealized commodity gains so EFH's liquidity
runway might be shorter than it first appears.

The TCEH revolving credit facility includes a maintenance covenant, secured debt to adjusted EBITDAof 8.0x,
which was reset as part of the April 2011 amend and extend transaction, But based on our projections, we see a
rising risk of a covenant breach in the first 6 months of 2013, absent an improvement In market conditions for TCEH,
This would rapresent a material credit negative for EFH because maintaining fquidity s critical for the company's
business plan, In addition, the adverse market conditions, sizeable maturity profile beginning in 2014 and the
potential for a covenant breach raises questions as to whether EFH will altain a going concam opinion fromthe
auditors in eady 2013, With a going concem opinion, EFH would lose access to TCEH's revolving credit facility

The ratings for EFH, TCEH and EFtH's individual securities were determined using Moody's Loss Given Default
{1.GD} methodology. Based on EFH's Caa3 CFR and Caad PDR, and based striclly on the priority of claims within
those entities, the LGD model would suggest a rating of Ca for TCEH's senior secured second fien and EFiH's
senior secured and senior sscured second lien debt sscurities. The Caa3 rating assigned to TCEM's senior sacured
first lien and EFiH's senior secured first and second lien debt securities reflects the fact that the holders of these

securities will benefit primarily from their security interssts of TCEH's assets and subsidiaries and Oncor Holdings
equity in Oncor, respactively.

N

The methodolagles used in this rating were Unregulated Utilitles and Powar Companies published in August 2009
-and Regulated Electric and Gas Uliliies published in August 2008. Flease see the Cradit Policy page on

www.moodys,comfor a copy of these methodologies. '

Ratings affirmed:

EFH's Caal Probability of Default Rating

EFH’s SGL-4 Spsculative Grade Liguidity Raling

Ratings assigned.

EFiH's Caal (LGD4 58%) 5260 million senior secured notes due 2017 !

EFi's Caal (LGD4 58%) $500 million senior secured second fien notes due 2022

Ratings downgraded: . )

fasuer Energy Fulure Holdings Corp
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Corporate Family Rating: Caal from Cag2

Senior secured notes: Caad (1L.GD4 58%) from Caal (LGD4 62%:)

Senior unsecured guaranteed notes: Ca (LGDS 92%) from Ca, (LGDS, 81%)
Senior unsecured legacy notes: Ca (LGDE 86%) from Ca (LGDS, 85%)

tssuer; Enargy Fulure Intermediate Holding Company LLC

Senior secured notes: Caal (1.GD4, 58%), from Caa3 (LGD4, 62%)

Senior secured second lien notes: Caad (LED4, 58%), from Caal (LGD4, 82%:)
tssuer: Texas Copetifive Eleciric Holdings

Senior secured first lisn: Caat (LGDZ, 26%), from B2 (LGDR, 15%)

Senior secured second lien: Caad {LGD4, 58%), from Caal (LGD3, 44%)
Senior unsecured guarantesd notes: Ca (LGDS, 82%), from Caal (LGD4, 82%)
Senior unsecured pollution conirol legacy notes: Ca (LGDE, 84%), from Ca (LGD4, §2%)
Issver Oncor Electric Delivery Comrpany

Senlor secured: BaaZ, from Baal

REGULATORY DISCLOSURES

The Global Scale Credit Ratings on this prags release that are issued by one of Moody's affillates outside the £U
are endorsed by Moody's investors Service Ltd,, One Canada Square, Canary Wharf, London E 14 5FA UK In
accordance with Art.4 paragragh 3 of the Reguiation (EC) No 106042009 on Cradit Rating Agencies. Further
information on the EU endorsemant status and on the Moody's office that has issued a parficuler Credit Raling is
avallable an waww.moodys.com,

For ratings issued on a program, serles or category/class of debt, this announcement provides refevant regulatory
disclosures in refation o each rating of a subseguently issued bond or note of the same series or category/class of
debl or pursuznt to a program for which the ratings are derlved exclusively from existing ratings In accordance with
Meody's rating practices. For ralings issued on a support provider, this announcement provides refevant regulatory
disclosures in refation to the rating action an the support provider and in relation o each pariicular rating action for
securities that derive thair credit ratings from the suppont provider's credit rating. For provisional ratings, this
announcement provides relevant requiatory disclosures In relation fo the provisional raling assigned, and in relation
io a definitive rating that may be assigned subsequant (o the final issuance of the debt, in gach case whers the
fransaction structure and terms have not changad prior to the assignment of the definitive rating in a manner that

would have affected the rating. For further information ploase see the ratings lab on the issuer/entity page for the
respective ssuer on www.iroodys.com.

information sources used fo prapars the rating are the following: parties involved in tha ratings, parties not involved
in the ratings, public information, confidential and proprietary Moody's Investors Service information, and confidential
ard propriatary Moody's Analylics information,

Maody's considars the quality of information available on the raled entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adapts all necessary measures so that the information it uses in assigning a rating is of sulficient qualily
and from sources Moody's considers to be refiable including, when appropriate, independent third-party sources,

However, Moody's is not an auditor and cannet In every instance independently verify or validate information
received in the raling process.

Fiease see the ratings disclosure pags on www.roodys,com for general disclosura on polential conflicts of interests.
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Piease see the ratings disclosure page on www.moadys.com for information on (A) MCO's major shareholders
(abova 5%) and for (B} further information regarding certain affiliations that may exist batween diractors of MCO and
rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly reported to the
SEC an ownership Interest in MCO of more than §%. Amermber of the beard of directors of this rated entity may also
be a member of the board of directors of a shareholder of Moody's Corporation; however, Moody's has not
independently verified this matter.

Plzase ses Moody's Rating Symbols and Dsfinitions on the Rating Process page on www.rmaodys.com for further
information on the meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the Issuer/entity page on www.moodys.cam for the last rating action and the rating history,

The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized

and accurate data may not he available. Consequently, Moody's provides a date that it believes Is the most refiable
and accurate based on the Information that is available to . Plaase see the ratings disclosure pags on our website
www, mt;ociys comfor further information,

Flease see www.moodys.cam for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the raling.

James Hempstead

Senior Vice President
Infrastructure Finance Group
Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10607

USA ‘
JOURNALISTS: 212-853-0376
SUBSCRIBERS: 212-5563-1653

William L, Hess
MD - Utilities
"Infrastructure Finance Group
JOURNALISTS: 212-553-0378
SUBBCRIBERS: 212-553-1853

Reteasing Office:

Moody's Investors Service, Inc.
250 Greenwich Sireet

New York, NY ?0007

US.A

JOURNALISTS: 212-583-0376
SUBSCRIBERS: 212-553-1653

Mooby’s
INVESTORS SERVICE

© 2012 Moody's Investors Senvice, inc. and/or its ficensors and affifiates (ccsiiectwe!y.
"MOODYS"). All rights reserved,

e

CREDIT RATINGS ISSUED BY MOQDY'S INVESTORS SERVICE, INC, ("MIS") AND ITS
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED RY MOODY'S (*MOQDY'S
PUBLICATIONS"} MAY INCLUDE MOQDY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DERT-LIKE

+ SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
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MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MQODY'S
OPINIONS INCLUDED IN MOCDY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT. CREDIT RATINGS AND NOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND 0O NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR, MOQDY'S ISSUES ITS CRERIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL. MAKE [TS OWN STUDY AND EVALUATICON OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NQOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR 8TORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSCEVER, BY ANY PERSON WITHOUT MCODY'S PRIOR WRITTEN CONSENT,
All information contained herein is obtained by MOODY'S from sources befleved by it to be
accurate and reliable. Because of the possibility of human or mechanical error as well as other
{actors, however, all information contained hereln is provided "AS 18" without warranty of any kind.,
MOODY'S adopts all necessary measures 50 that the information i uses In assigning a credit
rating is of sufficlent quality and from sources Moody's considers io be reliable, including, when
appropriate, independent third-parly sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information racelved in the rating process. Under
no circumstances shall MOCDY'S have any liability to any person or entity for {a) any loss or
darnage in whole or in part caused by, resulting from, or relating to, any error (negligent or
otherwise) or other circurrstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employess or agents in connection with the procurement, callection,
compllation, analysis, interpratation, communication, publication or delivery of any such
information, or (b} any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, jost profits), even if MOODY'S is advised In
advance of the possibllity of such damages, resulting from the use of or inability fo use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituling pari of the information contained harein are, and must be construed solely as,
staterrents of opinion and not statements of fact or recommendations to purchase, sell or hold any
securlties, Each user of the information contalned herein must make iis own study and evaluation
of each sacurily it may consider purchasing, holding or selling, NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FORANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER,

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ"}, hareby
discioses that most issuers of debt securities {including corporate and municipal bonds,
debentures, notes and cormmerclal paper) and preferred stack rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by #
fees ranging from $1.500 to approxdmatety 52,600,000, MCO and MIS also maintain policies and
procedures lo address the independencs of MIS's ratings and rating processes, information
regarding certain affiliations that may exst betwaen directors of MCO and rated entilies, and
belween entities who hold ratings from MIS and have also publicly reported {o the SEC an
swnership interest in MCO of more than 5%, is posted annually at waw.orondys.com under the
reading "Sharsholder Relations — Corporate Governance — Director and Shargholder Affillation
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Policy."

“Any publication into Australia of this document is by MOQDY'S affiliate, Moody's Investors Sarvice
Pty Limited ABN 61 003 388 657, which holds Australian Financial Services License no. 336969,
This document is intended to be provided only to "wholssale clients” within the meaning of section
7616 of the Corporations Act 2001, By continuing to access this document from within Australia,
you raprasent to MOODY'S that you are, or are'accessing the docurent as a representative of, a
“wholesale client" and that neither you nor the entity you represent will directly or indirecily
disseminate this document of its contents to "refail cllents” thhm the meaning of section 76106 of
the Corporatlons Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan KK, (*MJIKK") are MJKK's currant opinions of the relative future credit risk ¢f entities, credit
commitments, or debt or debt-like securities. In such a case, "MIS” in the foregoing statements
shall be deemed lo be replaced with "MJKIKK", MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is whally owned by Mocdy's Overseas Holdings
Inc., a wholly-owned subsidiary of MCO.

This cradit rating is an opinlon as to the creditworthiness of a debt obiigation of the issuer, not on
the equity securities of the issuer or any form of security thal is avallable to retall investors, it
would be dangearous for refall investors to make any investment decision based on thls credit
rating. f in doubt you sheuld contact your financial or other professional adviser.
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ISSUER COMMENT Oncor's Dividend Increase to Parent EFH Is

Credit Negative L

From Credit Qutlook

On Tuesday, Oncor Electric Delivery Company LLC (Baal negacive) disclosed in its June.
Aralyst Contacts: quarterly filing 1 higher dividend payment 1o its parent, Enerey Future Holdings Corp, (EFH,
MEw s R 12128531553 Caa2 CFR negative), which brings Oncor’s annualized upstream dividend to $220 million.
R R Thar figure, which is materially higher than the $145 million dividend paid in 2011, is credit
#t T A5E e RGI AT B

negarive.

S@udn Vroe Frangent
e R The upstream dividend payments exacerbate the contagion risk that Oncor has tw majority
owner-parent EFH, which is under financial stress and is likely to need some form of
restructuring in 2013-14. Although a strong suite of ring fence structures insulate Qncor's
creditors from EFH, only a bankruptey courc can determine whether the protections are
sufficient, and Oncer, EFH or the Public Utilicy Commission of Texas (PUCT), its primary
regulator, do not want to see that ring fence put to the st ’

On 27 February, we changed Oncor’s mting autlook to negative from stable because of two
primary issues chac are beyond the control of both Oncor and PUCT. The fiest issue is the
contagion risk to EFH. The second issue is EFH's indirect leveraging of Oncor’s implied

equity value, which has now risen to over $5 billion and is likely to approach ar leas: $6
billion over the next 12 months.

Despite the ring fence provisions, EFH has used {ts implied equity value in Oncor asa
primary source of liquidity. As EFH pledges mare of its equity in Oncor for funding, we
start Jooking through the ring fence protections to assess lts credit quality, In addition, we
note that EFH's indirees financing srructure of using Oncor’s equity does not benefie Oncor,
and chat Oncor is not legally liable for its parent's debt service obligadions.

What is Moody's Credit Qutlock?

Paptanar son dMorda, aml T oo,
Amemg b, s Gredit Outlook a0
ol charty of e orada
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CREDIT RATINGS I5SUED BY MODDY'S INVESTORS SERVICE, INCL ("MIS"] AND 115 AFFIIATES ARE MQQDY'S CURRENT
OFINIONS OF THE RELATIVE FUTURE CREDIT RISX OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DERY-LKE
SECURIYIES, AND CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOOLY'S
PUBLICATIONS™] MAY INCLUDE MOODY'S CURRENT ORIMIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT QOMMITHMENTS, O DERT OR DERT-LIKE SECURITIES. MOULY'S DEFINES CRECAY RISK AS THE RISK THAT AM
ENTITY 8IAY MOT MEET iTS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME QUR AHND ANY ESTIMATED
FINANCIAL LOSS (N THE EVENT OF DEFALILT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
MOT LUIMITED TO: LIQUIRITY RISK, MARKET YALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGE AND MOODY'S
GEINIOMS INCLUDED BN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT
BATINGS AND MOQDY'S FUBLICATIONS DO NOT CONSTITUTE OR PROVIDE IMVESTMEMT QR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MODOY'S PUBLICATIONS ARE NOT AND OO NOT PROVIDE RECOMMENDATIONS TO PURCHASE,
SELL, OR HOLD PARTICULAR SECURITIES, NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ONTHE
SUITARILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR, MOUDY'S ISSUES IT3 CREDIT RATINGS AND
PUBLISHES MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTAHDING THAT EACH INVESTDR WL
MAKE ITS OWN STUDY AND EYALUATION OF EACH SECURITY THAT 15 UNDER CONSIDERATION FOR PURCHASE,
HOLDING, OR SALE,

ALLINFORMATION COMTAINED HEREIN 1§ SROTECTID BY LAW, INCLUDING BUT NOTLIMITED TO, CORYRIGHT LAW, 28D
NCONE OF SUCH HSFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACRAGED, FURTHER TRANSMITTED,
TRAMSFERRED, DISSEMIMNATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, 18
WHOLE OR [N PART, II4 ANY FORM QR MANNER OR 8Y ANY MEANS WHATSOEVER, BY ANY PLRSOM WITHOUT MOQDY'S
FRIOR WRITTEN CONMSENT,

All information conta'nad harsin is obtained by MOQOY'S fnvn sourcas belleved by it o be sccurate and rellabie. Bacause of the
sty of human or reschanical arror as well as other factars, however, all infarmation rontasined hern s provided "AS 15
without warrany of any dnd. MOODY'S adepts all noonssury measures so that the Information it uses in assigning a ceadit aating is
of suificient guslity and from sources MOGDY™S considers to be relishis mcludmg. when appmpmze. independany third-party
sources. Howevar, MOODY'S Is not an suditor and canngl in every instance indep y varify or validate information rctived in
the rating procass, Under no creumstances shall MOODY'S have any lisbility tosny ;mmm or entity for {a) any loss or damage in
whole of in part caused by, resulting fram, ot relating to, any srror {negligent or otharwise] o other Circumstance o contingency
withinor wm»ﬁe :m control of MOCDY'S ar ey ofits dme:;:oss, oificers, eonployeas of 3gents in coanection wit the procuesment,
collection, comy i ication, publication or delivery of any such Information, or {b} any direct,
irdirect, special, mnssguem}al campcnsatcny or Incidents! damages whatsoever fincluding without Sritation, lost profits), evan if
MOCO¥'S is advised in advance of the po:x;b:hzy of such damayes, resuiting from the use of or €nat:;i«ty 0 use, any such
infarmation, The retings, fisandsl sporting analysys‘ projections, and other obyeevations, I any, constituting part of xhe Eﬂfﬂmtton
contained hergin are, and must b ¢ d solely as, of ppinlon and not of feetor ta
purchase, selt ar hold any securities, Zach wier of the Informuation contained herin must ke its own study and wealustion of sach
secuidty it may consider purchasing, holding or seling,

NO WARRANTY, EXPRESS OR IMPUED, AS T THE ACCURACY, TIMEUNESS, LOMPLETENESS, MERCHANTANLITY OR AITNESS
FOR ANY PARTICULAR FURPOSE OF ANY SUCH RATIMNG OR OTHER OPINION OR INFORMATION 15 GIVEN OR [MADE 8y
MOODY'S IN ANY FORM OR MANNER WHATSOEVER,

158, & wholly-nwned credis rating agenzy subsidiary of Moody's Corpordon ["MC0", herehy discluces that most issusrs of debt
< gutitles fincluding corperate and runicipal bonds, deb antes and @ jal pagnr) wnd praferrad ssock rstod by MIS
have. prior 1o sssignment of any sidng, agread 19 Py to MIS for appraisal and rating seovices andeored by it fees ranging from
51,500 w approirasaly $2.300,000 MCO and MIS slso maintain policles and proceduras o addrass the independence of MIS's
rat'pgs andg rating processes. information regaeding certain affiliations that may exist betwesn directors of MCO and rated entitias,
and bervten antities who hold retings from IMIS and have slso publicly repmtd w0 the SEC an ownreishin Interest i MLD of more

thar $%, Is postad snnuaily a2y moodyssam under the heading *S iong w- (o G & - (rector
and Sareholder AT ation Folicy.”

Any publication inle Australia of this document iz by MODDYS aifiliate, Moody's iovastors Service Pry Umned ABN 61007338
657, which holds Austialian Paancial Services Liconse no, 336963, Thiy do is intended to be provided nnly to “whotessl
clients” within the maning of section ¥61 of the Corporations Act 2001, By continuing 1o acomss this documant from within
Australia, you represent to MOODN'S that you are, or w4 accessing the docurment a8 & yepresentative of, 2 "wholesals client” and
thas nwither you nur the entity you rapresent will directly or indirsctly disseminate this document of fts cantants t “arail chants®
within the mazamg of section 7615 of the Carporations Ax 2001

walthstandﬁug the foregoing, cradit ratings acsigeed onand after Ociober 1, 2010 by Moody's Japsa KX, *MJEE") sre MIRK's
Cyitany apsmuns af the rdative futurg oredit risk of entities, credit commitmnnts, or debt or dubt-bike sorurtins, 0 such 5 cage, "MIS®

in the forageing 15 shall by o 4 1w e replaced with "MBK, MIKK i 4 wholly-owned credit rating agancy subsidiary of
Muody's Group japan L8, which is whelly owned by Maody's Overseas Huldings Inc., 3 wholly-awned subsidiary oI MO,
M{) ODY }S This credix ating is an opinion 38 to the credivworthiness of a dubt obifgatlon of the Bisuer, not on the equity secuitins of thaissuer
ar ary form of security Bnatis svaliabie 1o retail invester 5, 1t woukd e dangerous for retait imastors to make any iovestmant
NVESTORS SERVICE decision basad on this cradit rating, tfin doubt you shoutd contact your finencal or ather professionat sdviser,
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FitchRatings

FITCH RATES ONCOR'S NEW SENIOR SECURED NOTES
'BBB+'; OUTLOOK STABLE

Fitch Ratings-New York-21 May 2012: Fitch Ratings has assigned ratings of BBB+ {0 Oncor
Electric Delivery Company LLC's (Oncor) issuances of 3400 million 4.10% senior secured notes

due June 1, 2022 and 3500 millien 3.30% senior secured notes due June 1, 2042. The Rating
Outlook is Stable.

Oncor plans to use the net proceeds from these issues to redeem all or & portion of its $524 million
5.95% senior secured notes due Sept. 1, 2013, repay borrowings under its revolving credit facility
and for general corporate purposes.

Oncor's rating reflects the stability of regulated utility cash flows, relatively strong service territory,
balanced regulation as demonstrated in the outcomes of the last rate case, and effective ring-fencing
from z highly leveraged parent. Oncor's credit metrics for the last 12 months ending March 31,
2012 continue to benefit from the relative strength in the Texas economy and supportive tracker
mechanisms that allow the company to earn a return on its transmission investments with minimal
regulatory lag. Oncor plans on spending close to 5.2 billion in 2012-16 on capital expenditure, a
significant proportion of which is driven by iransmission grid expansion and the Competitive
Renewable Energy Zone {CREZ) projects.

Fitch expects Oncor's Eamings Before Interest, Depreciation and Taxes (EBITDA) to interest ratio
10 approach 4.8 times (x) and doebt to EBITDA to be in the 3.5x range over the forecast period,
which is strong relative to Fitch's guideline ratios for a low risk, regulated BBB' issuer. Fitch
expects funds from operations (FFO) to debt ratio in 2012 to be in the 22% range before moderating
to 17%-18% in 2013 and beyond without bonus depreciation benefits,

Relative to its peers, Oncor exhibits a limited source of equity funding given the poor financial
health of its parent. Oncor is already severely curtailing the upstream dividends in order to maintain
equity to capital within the 40% minimum Public Utility Commission of Texas (PUCT) required

level given its large capital spending plans. As of March 31, 2012, Oncor's regulatory capitalization
ratio was 59.5% debt and 40.5% equity.

While Fitch considers Oncor to be effectively ring-fenced from its ultimate parent, Energy Future
Holdings Corp. {(EFH; Issuer Default Rating ‘CC'), its credit market access or credit spreads could
nonetheless become constrained by further deterioration in the financial condition of EFH and
non-ring-fenced affiliates. In view of this, Oncor's recent step of enhancing the size of its revolving
credit facility and plans to redeem 2013 notes ahead of their maturity date lower the re-financing
risk. Oncor's next significant debt maturities are in 2013 ($500 million) and 2017 ($324 million).

Oncor has a $2.4 billion revolving credit facility due Oct. 11, 2016; the size of this facility was
recently increased from the prior 82 billion on Oncor's request. As of March 31, 2012, there were
$738 million of outstanding borrowings and $6 million of ouistanding letters of credit under the

revolving credit facility. A portion of the borrowings under the facility was used to repay the $376
million 6.375% senior secured notes mararity on May 1, 2012,

Contact:

Primary Analyst
Shalini Mabajan, CFA
Director
+1-212-508-0351
Fiteh, Inc.

One State Street Plaza
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New York, NY 10004

Secondary Analyst
Philip Smyth, CFA
Senior Director
+1-212-908-0531

Committee Chairperson
Glen Grabelsky
Managing Director
+1-212-908-0577

Media Relations: Brian Bertsch, New York, Tel +1 212-908-0549, Email:
brian.bertschi@fitchratings.com. !

Additional information is available at ‘www fitchratings.com’. The ratings above were solicited by,
or on behalf of, the issuer, and therefore, Fitch has been compensated for the provision of the
ratings.

Applicable Criteria and Related Research:

--Corporate Rating Methodology {Aug, 12, 2011);

-Utilities Sector Notching and Recovery Ratings' (Aug. 12, 2011);
-Parent and Subsidiary Rating Linkage' (Aug. 12, 2011).

Applicable Criteria and Related Research:

Corporate Rdting Methodology

htp:/fwww . fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=647229
Recovery Ratings and Notching Criteria for Utilities

httpr/iwww fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=677735
Parent and Subsidiary Rating Linkage

http:/rwww fitchratings.com/ereditdesk/reports/report_frame.cfm?rpt_id=647210

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN  ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
ON THE AGENCY'S PUBLIC WEBSITE 'WWWFITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE.
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Moobpy’s
INVESTORS SﬁRViQE

Issuer Comment: Oncor’s Debt Issuance and Expanded Credit Facility
Protect Against Parent Contagion Risk

v

Global Credit Rasearch - 18 May 2012

On 15 May 2012, Oncor Electric Delivery Company LLC {Oncor: Baal Senior Securad,
Negative Outlook) announced two senior secured note offerings, a $400 million 4.1% coupon
nota due June 2022 and a $500 million 5.3% coupen note due June 2042, Separately, Oncor

announced that it expanded the borrowing capacsty of its senior secured bank credit facility by
$400 million to $2.4 bitlion. .

Combined, we view these announciments as a credit positive for Oncor because it elfminates
near-term refinanincing risk and bolstars s liquidity sources. However, these actions are not |
sufficient enough to affact our negative cutlook at this time as Oncor is still exposed to the
contagion risks of its financially distressed parent, Energy Future Holdings Corp. (EFH, Caa2
Senior Unsecured, Negative Outfook} and afflliate, Texas Competitive Elactric Holdings (TCEH,
B2 First-Lien Senior Secured, Negative Outlook). -

From a tiring perspactive, unless there is a significant inorease in natural gas prices or a ,
sustained expansion in market heat rale, we befleve EFH and TCEM will nesd to engage in -~
rmare coimprehensive restructuring activities before thair sizable maturites begin in the

2014/2015 timeframe. As a result, the contagion tisks for Oncor, while stili jow, are fising. Thus,
the decision by Cncor to pre-fund its 2013 maturity now is viewed as a proactive step to

insulate itself with respect to futurs borrowing costs that might have been negatively impacted

by its parent and TCEH's anticipateded restructuring activities in advance of their schaduled ’
debt maturities,

We still see a strong set of ring-fence type provisions, including extracrdinary corporate
governance rights provided to minority sharehalders, which are designed to protect Oncor from
the financial distress at its parent and affiliate. When coupled with the regulatary oversight
provided by the Public Utility Conmmisslon of Texas (PUCT), we see good credit separateness.
But, as TCEH and EFH weaken, the cverlapping directorships across Oncor, its affiliates and
parent, raise the issus of appropriate fiduciary duties. In our epinicn, the key behind Oncor’s
ting fence is the independence of Oncor's board of directors,

The best case rating outcarme for Oncor - if we' believed the prospect of Oncor defaulting as a
result of an EFH-wide event was near cerfain, would be a single B rating, most likely a B1,
which implies 99-100% recovery. But, this hypothetical rating outcome also assumes a
complete failure of the ring fence, a remote probabilfity in aur opinlon. Therefore, our Baal |
senior securad rating for Oncor balances a strong standalone credit quality with the, as yet,
small tall risk of an EFH-triggered defaull. Our current negative outlock for Oncor suggests that
this tall risk is rising but still resides below the 5% range.

The next rating tigger for Oncor is fikely to ocour at the fime that EFH issues more debt at
. EFIH, all else being aqual. EFH's indirect monetization of Oncor's equity is viewed as a credit
" weakness for Oncor, despite the ring fence provisions, because it is the only cash flow
generating subsidiary of its intermediate holding company, EFIH. As the monstization activity
cantinues, we will increasingly lock through the ring fence because we do not believe the debt
at EFIH will ever refurn to EFH,

Contacts Phone
James Hempstead/New York 12125534318
William Hunler/New York 12125831761
Walter J. Winrow/New York 12125637943
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Mooby’s
INVESTORS SERVICE

@ 2012 Moody's investers Service, Inc, andfor its licensors and affillates (collactively,
"MOCDY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS"} ANDITS
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOGDY'S ("MOODY'S
PUBLICATIONS”) MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET (TS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT, CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES, NEITHER CREDIT RATINGS NOR
MOCDY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR, MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MCODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT 1S
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE,

ALL INFORMATION CONTAINED HEREN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF 3UCH INFORMATION MaY BE COPIED DR
COTHERWISE REPRODUCED, REFACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT,
Al Information contained hereln is obtalned by MOCDY'S from sources believed by i to be
accurate and relisble. Because of the possibility of human or mechanical error as well as other
factors, however, all Information contained herein is provided "AS 1S” without wamanty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit
rating is of sufficient quality and from sources Moody's considers 1o be reliable, including, when
appropriate, independent third-parly sources. However, MOODY'S is not an auditor and cannot in
avery Instance independently verify or validate information received in the raling process. Under
no circumstances shall MOODY'S have any lisbility to any person or enfity for (a} any loss or
damage In whole or I part caused by, resulting from, or relating to, any emor (negligent or
otherwise} or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employeas or agents in connaction with the procurement, coliaction,
compliation, analysis, interpretation, communication, publication or defivery of any sugh
information, or (b} any direct, ndirect, special, consequential, compensatory or Incidentsl
darnages whatsoevar (Including without limitation, lost profits), even if MOQDY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such
Information. The ratings, financial reporting analysis, projections, and other observations, if any,
congtituting part of the information contained herein are, and must be constried solely as,
statements of opinion and not staterents of fact or recommendations to purchase, sell or hold any
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securities, Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSCEVER,

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {("MCO"), hereby
discloses that most issuers of debt securities {including comporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agresd (o pay to MIS for appraisal and rating services rendered by it
fees ranging from 31,500 to approxmately $2,500,000, MCO and MIS also maintain policies and
procedures to addrass the independence of MIS's ratings and rating procasses. Information
regarding certain affiliations that may exist betwsen diractors of MCO and rated entities, and
between entiies who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the

heading "Sharehalder Relations — Corporate Governance — Director and Shareholder Affiliatlon
Policy.”

Any publication Into Australia of this docurnent is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 81 003 309 857, which holds Australian Financial Services License no, 336868,
This document is intended to be provided only to “wholesale dients” within the meaning of section
761G of the Corporations Act 2001, By continuing to access this document from within Australia,
you represent o MOCDY'S that you are, or are accessing the docurnent as a representative of, a
"wholesale client® and that neither you nar the entity you represent will directly or indirectly
disseminate this document or its contents to "retall clients” within the meaning of section 76816 of
the Corporations Act 2001,

Notwithstanding the foregeing, credit ratings assigned on and after Celober 1, 2010 by Moady's
Japan KX ("MJKK™) are MJKK's current opinions of the relative future credit risk of entitiss, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregeing staterments
shall be deemed to be replaced with "MJKK”. MJKK is a wholly-owned credit raling agency

subsidiary of Moody's Group Japan G.K,, which is wholly owned by Moody's Overseas Holdings
Ine., a wholly-owned subsidiary of MCO.

This credit rating Is an opinion as to the creditworthiness of & debt obligation of the issuer, not on

the equity securities of the issuer or any form of security that Is available to retaif investors.

would be dangerous for retall investors to make any investment decision based on this credit i
rating. If in doubt you should contact your financial or other professional adviser.
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Mooby’s

INVESTORS SERVICE *
Credit Opinion: Oncor Electric Delivery Company LLC

Global Credit Research - 01 Mar 2012
Daltas, Texas, United Slates

Ratings

Category Moaody's Rating
CQutlook ’ Negative
First Mortgage Bonds Baat
Senior Secured Baatl
Parant: Energy Future Heldings Corp,

Cutlook + Negativa
Camporaia Famnily Raling Caa2
Bkd Serior Secured CasILGD4
Bkd Senior Unsecurad CalLGD5
Speculalive Grade Liquidity 5G4
Contacts

Analyst Phone
James Hempstead/New York City 2125534318
William L Hass/New York City 212.583.3837
Key Indicators

[110ncor Bectric Delivery Company LLC

201 2016 2009 2008
{CFO PreWIC + Interest) / Interest Expense 47x  40x  38x  38x
(CFO Pra-WIC)H Dabt 2% 1% 1% 1%
{CFO Pra-W/C - Dividends) / Debt 9% 14%  13% 1%
Debt / Book Capitalization . ) 42% A% A 4%

{1] All ratios caladated in accordance with the Globa! Regulated Electrc Uliiilies Rating Mathodclogy using Meody's standard
adjusirnents. !

ote: For definitions of Mboady's most common ralio terms pleess see the accompanying Lsed's Guide.

Opinion !
Rating Drivers

Rale-regulated electric transmission and distribution (T&D) utility sening the business fiendly North Texas / Dalias-Fost Worth
ragion
/
Suppartive regulatory envronment pm\de§ tirnely recovery of prudertly incunred costs ard investments
Sigrificant capital expenditures of approximately $1.0 billion per year
1

-

Increasing exposire to contagion risks associated with inancially distressed parent and afffiates
Corporate Profile

Oncor Electic Delivery Company 11L.C (Oneor) is an electic transmission and distribution uiility sendng the greater Dallas / Ft.
Worth reglons. Oncar's revenues are primanly regulated by the Publie Wility Commission of Texas (PUCT), a credit positihe

i
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given tha supportive pofiticat and regulatory envirorment In Texas, Onooris a majarity-owned subssidiary of Oncor Electric
Delivery Holdings Company LLC {not raled) which is a wholly-owned subsidiary of Enemy Future Intermediate Holding Company
{EFIH Caxd senior secured / negatie) which is a whally-owned subsidiary of Energy Future Holdings Corp. (EFH: Caa2
Corporate Family Rating 7 negative). In 2011, Oncor reported spprosdmately 83,1 bilfion in revervse, slightly higher than the $2.8
hiflion reported in 2010, Oncor is headouadered in Dalles, Txas,

SUNMARY RATING RATIONALE

Oncor's Baat serlor secured rating pamanly reflects s lower dsk, rate regulated TAD business activties and the regudatory
oversight providad by the PUCT. Oncar's T&D assets generate stable and prediclable rewenues and cash fiows. Oncor's Baal
senior secured rating relies headly on owr assesament that the ring-fence typs provisions designed to creale credit
separalensss fom the fnancially distressed parent, EFH, and afiilfate, TCEH, are sound. Nevertheless, from a credit
perspective, we ane starting to vew the spproximately 35,1 biliion of debt that resides at EFIH, Oncor’s intermediate subsidiary
holding company, as a frm of permanent leveraga for Oncos, despite the ring fence, Finally, the rating also reflects an owerall
assessment of factors autlined in Moody's Rating Methodology for Regulated Elactdc and Gas Utilities {the Rating Methodology,
published in August 2008,

Recont Events

On February 27, 2012, Moody's changed Orcor's rating outlook to negative from stable, The change in rating oulock reflects our
expectation that BFH #if rely more heavly on Oneor to help meet debt sendce obiigations; a rise in event risk and our
perception that the ring ferce structure is Hikely io come under pressure,

COn Fabruary 24, 2012, EFH completed & two-stage $1.2 billion issuance of new EFIH debt secured by a second en on EFIH's
ownership interest in Oneor Holdings, which in tum, owns 80% of Oncor, As a result of this transaction, the total amount of debt
izsuad and secured by the ownership of Oncer Heldings Is now approxdimately $5.1 biilion which we ars now dewing as a form of
parnanent lewrags for Oneon

DETAILED RATING CONSIDERATIONS
Lowerist businass operations within a supporthe requlatory Judsdiction

Oneor is a rateveguisted dectdc transmission and distritulion (T&D) ulility sening the greater North Texas / Dallas- Fort Worth
ragion. All of Oneor's reverves we regulated by the Public Uity Commission of Texas {PUCT), a cradit posithe Decause of the

refatively ransparent and supportive regulatory famework that terds o provide timely recovery for prudently incured costs and
fmestments.

As a stand-alone credit, Oncor is well positioned within the Bas-rating category. Orcor’s fundamenials also compare favoralily to
selected T&D peers, such as CenterPolnt Energy Houston Electric (A3 senior securad / stable); AEP Rxas Central (Bos2
senior unsecured / stable);, Commonwastth Edison (Bas3 senlor unsecured | revew for upgrada) and Ohio Edison (Paa? senjor
unsecured { stable). Today, we see litle sMdenca indicaling that a reore confentious regulatory environment is coming, although
the uncertelnty sumourviing avent risk desenes menitoring.

Stable fnancial profile benefitting from sccounting and tax policies

Eleciric TR utilities are crtical Infrastiucture asssls that preduca stable and predictable revenues and cash fow Ower the past
5 years, Oncor produced an average ratlo of cash from operations before changes in warking capital (CFO pre WIC) to debt of
zpproximately 16%. This mbio inciudes both securitization cash fows and related del?, as well as pension and opemting lsase
gdfustments, In 201, total debt was approximately $6.8 billion compared fo the $6.5 billion in 2010,

Cash flows, adjusted for changes In working capital, have Increased ta 31,5 billion In 2011 versus $1.2 bilflon In 2010, and the 5.
year average of $1.1 tiflion. Prospectiely, we expact the rmlio of Oncor's CFO pre WC to debt o decline to low io mid-teen's
range as the company continues with its capital expenditure prmgrams, Hoveses, In 201, Oncor produced a ratio of CFQO pre
WIC ta debt of roughly 21.4%, higher than what we ariginally expected, In our opinion, the increase appears to be pantly due o
the temporary bansiits associated with federal tax and acsounting policies, including bonus depreciation, Today, we view these
banefiis as unsustainable over the long term horfzon. We estimate that excluding the stimujus benefts could rduce CFO by
roughly 5200 - 5300 milifon,

We sull incorporats a vew that the Texas based T30 viilitles can endure lower credit meldes for a given rating categary, I our
opinion, Texas T&Os have a slightly lower risk profilta than the broader T3D peer group as they are not exposed to any proider of
last resort risk (POLR) or commedity rdsks,

Rirg fence type provisions appear strong, bul not sufficlend fo flly insulate Oncor fom credit deterioration or contagion tisk

Ty, we still view Oncor's sulte of dng-Terce typa provisions as strong, but under pressure giver tha Ircressing issuancs of
debt at BFH, Mihough the ring fence prodsions are designed to insulale Oncor from its financially distressed parent and
affiliates, especlally with respect {o an imnoluntary bankouptey Blirg, we see EFH relying rmore heauly on Onceor for ugsiream
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di»iﬁends. This reliance raises some questions regarding the Independance of the independent hoard of directors, especially with
respact to the approval of sigrificantly higher dividends than previeusly contemplated.

“The mere presence of pressure In the Insulation of the ring fence mfses considerable credit rating dsks for Oncor's ratings, in
part dus to the finencial distress exhibited at both EFH and TOEH, '

Wa continue to highlight the risks assoclated with both Oncor as well as EFH's SEC disclosures that the ring fercs might not
work as Intended. We are now re-eeluating these disclosures inlight of EFH's strategy to iransfer and migrate its parent holding
company debt, as well as the debt of TCEH, on top of Orcor

Separateness constrained by legacy vertically Integrated business model

Oncor's affifale, Texas Electric Competithe Holdings (TCEH), is a wholly ownad subsidiary of EFH, Bath TCEH and EFH are
financlally distressed companies with untenable capital structires. Despite the ring fence around Ohcor, we cannot completely
Igners the substantial intersglationships that exist betwean Oncor and its afiliate, TCEM, and parent, EFH, These Inter
refationships, in owr opintan, are primanly derved from the fact that EFHs assets represent the legacy, wertical! y Integrated
electric utllity, Texas Electric Utllitles Company,

*“There are financlal relationships batween Oncor and its retall elsctric provider afilfate, such as a sizeable concentration of
reenue roughly 30% - 40% of Oncars revenuss are associated with MU Energy (Retail), down from 50% - 60% a fow years
ago. There are dse certaln Interest and tax expense makeswhole agreements associated with the collections of certain

" transition charges that senice Oncor's Aaaated securitization bonds, joint and severable pension exposurss, nuclear
decommissioning coliection accounts and other comporate shared senicss. Onoar's exposurs ta contagion risks associated with

potential restructuring activitles at its afiflates and parent, regardiess of the tegal and other structural nng fenc!ng provisions,
place its contaglon risk at a much higher foved thanits utility T&D peer group.

Event risk activity increasing

Oncar's event risk profile is aiso higher than rost T&D utiiity peers. We balieve Oncor i likely (o experience some merger of

asquisition activty in 2012 or 2013, but not before EFH fssuies anather $2.0 bilfion of debt secured by Oncor's implied equity
value.

Tha indirect leveraging of Oneor's Implisd equity valus creates some requiatory Asks, in our opinion, associated with change of
control owersight.

Significant capital expenditures constrain ratings

Cnoor plans a large capital investroet program of approximately $1.0 per year ower the next several years, This expenditures

irciude imestments for the Advanced Metering program (AMS) deployment and the Competitive Renewable Energy Zone (CRE2)
transmission expansion, which is still expected to be completed by 2013

Capital structure limitation and dividend policy need to be monitored caraflly

Ore of the main provisions of the proposed ring fence for Oncor is a limitation oo the debt component to the capitel structure,
“This imitation tracks Oncor's authorized capital structure at 60% maximum dabl, but excludes short tém debl, We vew s
100% dividend payout ratio negathely flom a credit perspective, sven for lower isk T&D wility, but especlally for a Wlility with a
targe capital Imestment program. Cur concerns with an increasing dhidend are also premised on the fexibility that GAAR

reporting peonides a management tearn, and we vew eamings bolstered by stimulus programs or nonecash iteros as unstainable
onar the long tern horizon

Liguidity

Oncor's liquidity appaars adequate at this time. Qur liquidity assessment for the next four quarters specifically excludes any
acress by Oneer to the capital markets. In 2011, Oncor generaled approximately $1,46 bilfion of cash from operations, incurred
approximately $1.37 bilfion in capital expenditures and made upstream dividend payments to its parert of roughly $145 million,
resulting in a modest negative free cash flow position,

In October 2011, Oncor amended ard extended its $2.0 billlon secured revolving credit faclity. The credit facility matures In 2016
and Onoor has the option of requesting up 1o two additional one-year axtensions subjact to certain corgitions and lender
approwal. At December 31, 2011, there were $352 million of bomowing and $6 miltion of lelters of credt cutstanding under the
faciiity,

« Tha 52,0 billion credit facilty has a 65% debt to capitalization financial covenant, which we view a8 reasonably posithe in the
sense that it provides the company with some modest cushion from where is debt o capitalization is expected to be ¢
maintained as part of the poposed ring fencing and regulatory authoization (60%). But the bark covenant caleulation, which ™
currently has a significant amount of headroom cushion, includas roughly $4 billion of goodwill. In contrast, the regulatory
capitalization celculation doss nat incorporate goodwdll, but it 2iso excludes shart termn borowings under tha revolver which wors

}
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roughly $0.4 billion at year end 2011, We do nol vew Oncor as havng any other maaningful sources of altemate liquidity.

Prospectively, we expsct Oncor to produce approximately $1.2 - $1.5 billion in cash flow fom operations In the naxt 12 months
and to spend roughly $1 billion in capital expenditures, We belisve Cncor will materally increase s upstream diidends inthe
neardem which was §148 million in 2071, There are no matarial debt maturities until May 2012 when $3786 rmillion In senior
notes will be due ($131 milfion of amontizing transition bond dabt is dso duain 2012},

Rating Qutiook

Crcor's negative raling outiock refiects our beffef that EFH will rely mare heaudly on Gricor to help meet debl senice obfigations;
the issuance of approximately 55,1 bilion of EFiH debt secured by Oncor Holding's equity interest in Oncor, which we now Vew
as & form of permanent ferage for Oncar; ard our pevception that the dng fence structure might not provide a lewel of cradit
Instdation than we orginally sxpected, The negathe autiook also reftects our belief the event risk is high, and rising. We believe
a changs of control is likely over the next 12 to 18 months, which could trigger a more contentious palitical or reguiatory
anvdronrnent,

What Could Change the Rating « Up

Ralings are urlikely {o be upgraded in the near {o mid-tem, Instead, we sae Oncor Increasing (s leverage, and weskening its
cash flow metrics, as it materially increases ite upstream dividend obligstion, That said, Oncar's event risk Is high; Hoaever,
should Oncor be acquired and recapitalized, rating upgrades could result. Tha senior secured rating could also be upgraded if
Oneor's cash fow from operations, adjusted for changes In working eapital (CFO pravwic) to debt ratios including debt at EFIM
were to improwes {o the low 20% rargs, on & sustainable basis.

What Could Change the Rating - Uown

Ratings could be downgradded If CFO pre-wie o debt ratios declined to the lovtsen's range, or below the 10% range when
adjusting for the debt af EFIH, which wa are now vewing &s a form of permanent leverage on Oncon A mose contentious politicat
or reguisiony enviranment, especlally where the timeliness of recovering prudsnily incummed costs and imestments was affected
or if ths Oncor bomed commenced a mors aggressive upstream dividend polficy, or ather corporate finares policies, that delays
financia strengthening at Oncor. Ratings could also fali by mudtiple notches If Oncor's ring fence structurs is breached, of
ppears to be materially weakening.

Rating Factors

Oncor Blectric Delivery Company LLC

Regulated Electric and Gas Utilitles industry {142 Current idoody's 12«
12312611 18 month
Forward
Yisw* As of
February
2012
Factor 1: Regulatory Framework (25% Measure {Scora Measure Score
a) Requlalory Framework A A
Factor 2: Ability To Recover Costs And Earn Returns (25%9
a) Ability T Recowsr Costs And Eam Relums Baa Haa
Factor & Diversification {109
2} Market Posttion (10%} Ha 8a

b} Generstion and Fuel Diversity (0%)
Factor 4: Financlal Strength, Liquidity And Key Financial Metrics

{4099

2) Liquidity {10%) Baa Baa
h) CFO pre- WG + Interest! Inferest (3 Yoar Avg) {1.5%) 4.2 Baa 3.0-40¢ | Baa
o) CFO pre-WC 1 Dbt (3 Yeer Avg) (7.6%) % Baa 13-20% | Baa
o CFO ore-WC - Dhdtdends / Debt (3 Year Avg) (7.5%) 15% | Baa 10-15% | Baa
o) Delt/Capitalization {3 Year Avg) {7.5%) 435 Baa 40-45% | Baa
Rating:

) indicated Rating from Grid Baal Baal
b Actual Raling Assigned Baat Haat
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* THIS REPRESENTS MOODY'S FORWARD VIEW, NOT THE VIEW OF
THE ISSUER; AND UNLESS NOTED IN THE TEXT DCES NOT
INCORPORATE SIGNIFICANT ACQUISITIONS OR DIVESTITURES

~

1] All raﬁa; are cafculated using Mocdy'é Standard Adjusiments, {2] As of 12/31/2011; Source: Mowdy's Financial Matrics '
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC., {"MIS"} AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S {"MOODY'S PUBLICATIONS") MA’ INCLUDE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT DR
HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATICNS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES TS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WALL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAWY, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMNATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR INPART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained hereln is obtalned by MOQDY'S from sources bellsved by it to be accurale and reliable. Bacause of the
possibility of human or mechanical srror as well as othér factors, however, all information contained hersin is provided
"AS 18" without warranty of any kind. MOODY'S adopts all necessary measures so that the information t uses in
assigning a credit rafing is of sufficient quality and fram sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. Howaever, MOODY'S is not an auditor and cannot in every inslance
independently verify or validate information received in the rafing process. Under no circumstances shall MOQDY'S have
any liability fo any person or entity for (g) any loss or damags in whdle or in part caused by, resulting from, or relating to,
any error {negligent or otherwise] or other circumstance or contingency within or autside the control of MOQDY'S of any
of lis directors, officers, amployees or agents in connsction with the procurement, collection, compilation, analysis,
interprelation, communication, publication o delivery of any such information, or (b) any direct, Indirsct, special,
consequential, compsnsatory or incidental damages whatscever (including without imitation, lost profits), even if
MOODY'S is advised in advarce of the possibility of such damages, resulting from the use of or inability to use, any such
infarmation, The ratings, financial reporiing dnalysis, projections, and other observations, If any, constituling part of the
infarmation contained herein are, and must be consiryed solely as, staterments of opinion and not slatérments of fact or
racommendations to purchase, sall or hold any sscurities. Each user of the information contalned hersin must make its
own study and evaluation of each secuwrity it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLEED, AS TO THE ACCURACY, TIVELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING QR OTHER OPINION OR INFORMATION 13 GIVEN OR MADE BY
MOCDYS INANY FORM OR MANNER WHATSOEVER,
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MIS, a wholly-owned cradit raling agency subsidiary of Moody's Corporafion ("MCO7), hereby discloses that most issuers
of debt securifies {including corporate and municipal bonds, debenturss, notes and commercial paper) and preferred
stock rated by MIS have, prior to assignment of any rating, agreed to pay to M5 for appraisal and rating services
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policiss and
procedures to address the independence of Mi8's ratings and rating precesses. Information regarding certain affilations
that may exist between directors of MCO and rated entities, and betwaen entities who hold ratings from MIS and have
also publicly reporied to the 8EC an ownership interest in MCO of more than 5%, is posted annually at
waw.mongdys,com under the heading "Shareholder Relations «- Corporate Governance — Director and Shareholder
Affiliation Paolioy”

Any publication into Australia of this document is by MOODY'S affiiate, Moody's Investars Service Ply Limited ABN 81
003 383 857, which holds Australian Financlal Services License no. 336969, This document Is intended w be provided
only to "wholesale clients™ within the meaning of section 761G of the Camorations Act 2001, By continuing fo access this
documant from within Ausiralia, you represent to MOODYS that vou are, or are accessing the dosument as a
represantativa of, a “wholesale client” and that neither you nor the enlity you represaent will directly or indirectly
disseminate this document or its contents fo "retall clienis” within the meaning of secion 761G of the Corporations Act
2001,

Notwithstanding the {oregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan KX, ("MIKK") are
MJIKK’s surrent opinions of the relative fulure credit risk of entities, credit commitments, or debt or debl-ike securities. In
such a case, "“MS” in the foregeing statements shall be deemed to be replaced with "MIKK®, MIKK is a wholly-owned
cradit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings Ine.,
a wholly-owned subsidiary of MCO,

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of
the issusr or any form of security that s avallable o retall investors. | would be dangerous for retall investors to maks
any Investrnant decision based on this cradit rating. ¥ in doubt you should contact your financial or other professionat
adviser.
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INVESTORS SERVICE

Announcement: Moody’s changes Oncor Electric Delivery Company LLC's rating
outlook to negative from stable

Global Cradit Research - 27 Feb 2012

Approximatety $7 billion of debt securities affected

New York, February 27, 2012 - Moody's Investors Sendee changed the rating autiook for Oneor Electric Defivaty Company LLC
{Oneor} to negative from stabla and afirmed the company's senior secured rating & Baal. The chenge in cutiook is primarily
driven by our evolving view of the contagion risk that Oncor is exposed to by its financially distressed afffiate, Txas Competitie
Electric Holdings Company LLE (TCEH) and Rs ultimate parent, Ensrgy Futue Holdirgs Com (EFH),

in a separate rating action, Moody's afirmed EFHs Czal Coporate Family Reting (CFR), Caad Probability of Defaull Rating
{FORY and SGL4 Specuative Grade Liquidity Rsting. We also affirned the Caa3 (LEDM, 82%;) raling for EFHs 11.75% senor

secured second Hen notes dua 2022, On Pebruary 24, 2012, BFH Increased the principal amount of this securly by 3350
miliion,

Cnoor's negathe outlook reflects our vew that EFH will rely more heavdly on Oncor fo help fund EFHs gizeable debt senice
needs and the indrect leveraging of Oncor's implied equity velus. EFH has issuad approsdmately $5.0 biltion of debt through ona
of its interrnediate, subsidiary hoiding companies, Energy Futlre Intemrnediate Holdings Cornpany LLC (EFIH), wherdin EFH bas
pledged its interests of Oncor Bleciic Delivery Moldings Company {Oneor Heldings - uivaled), as securnity ccllateral,

"EFH will contirue to pledge its ownership intersals in Onoor Holdings as secuiity collatenal for new EFtH debt” said Jim
Hempstead, Serior Vice Fresident, "and we are now viewng this debt, which sits oulside of the ring fence structure, as aform

of permanent leserags for Oncar. As a result, there is an increasing probatility Oncor's ratings could be downgradad ower the
next 12 to 18 months,”

RATINGS RATIONALE

Ty, Oncor's Baat senlor secured rating reflects a low risk, rate requlated transmission and distibution wtility busingss, which
tends to praduce relathly stable financial metrics. Oncor benefits materially from the regulatory oversight authordty assosiated
with the Public Utility Commissten of Texas (PUCT), which In our opinjon, provides 2 supportie emironment for the timely
recovery of prudsntly incurred costs and investrnents, The rating also relles heavly on our assessment of the rng-fence type
pravsions designed to create credit separateness between Oncor and its mare risky parent and affiliates.

The most Important structural benefits are those associsted with the special comporale govemance dghts provided 1o the
indspandent board of directors at Oncor. Thase rights include approval authority ower dividend palicy, and Oncar's boand can
prevant the payment of diidends; the approval of material transactions and new trensactions with affifiales (such as TCEH); the
transfer of assets (o nonving ferced entities and the smendment of certain prodisions to Oncor's LLC operating agreement, In
acddition, Onoor's independent dirctors must unanimously approse cerlain material actions, including: mengers and acauisitions,
if Oncor is not the susiving erdity, or if & transaction involves an EFH entity; the transfer of all or substantially all of Oncod's

assets; the institution of inschency proceedings and any liguidation of Oncar without providing for payment of alt Oncor
creditors.

"We belleve elaments of the ring fence are beginring 10 show signs of prassure,” Hempstead added, “as Oneorls pleced into a
mare meaninglul ole In assisting both EFH and TCEH with their interest and delt senice obligations." Aside from the current
debt sendcing requirements of EFiHs indebledness, the continued leveraging of Oncar’s implied equity value through the
issuance of secured EFIH debt could, in our cpinion, mtraduce regulatory risks over change of control oversight autharity and
malerial increase of upstream dhidends which calls into question the independence of the indeperdent board.

¥ that end,” added Hempstead, "securing the equity value at Ontor with incremental debt at EFTH provities no incremental
henefit to Oncor and only bensfits EFH and TCEH,

Creor's fing fence provsions are fortified by Oncor Holdings, & Delaware Brmited Hability comporation which is included within the
ting fence structure, In owr opinion, Onear Holdings® operating LLC agreement represents a key componert to the rng fence
struclure and Is vewed as the principdd goveming documsnt fom a credit perspective, Onoor Holdings owns spproximately 80%
of Oncor, Oneer Haldings is 100% ovred by EFIH, whish in tum, &5 100% owned by EFHL EFM, and ifs other primary operating
subsidiary, TCEH, are viewsd as franciglly distressed compuanies with unfenable capital structures,

importantly, our Baa? senior secured rating factors in the collatersd package afforded to first lien creditors, which we vew as
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heing quite strong. Typically, Moody's ratings for senfor secured debt issued by regulated dectic ulliity companles tend to be
two notches higher than the underlying rating or senlor unsecured rating assigned to the lasuer. In Onoor's case, the sompany'’s
rated capital strusturs only includes senlor secured debt and the company does not have an lssuer Rating, which is a opinion of
its ability to honer long-term senior unsecurad financial obfigations and contracts. As such, if Oncor did hawe arating anan
unsecured obligation or an Issuer Rating, # wculd {ikely be two notches balow the company's Baal senfor secured dett rating or
the equivelent of a low- Baa mting.

Oncor's ratings could be dcwngraded if sizeable upstream dividands occur without addressing the sizeable balance of its short-
term debt outstanding and before the dlevated capital exparditure program subsides; if EFHEFH issues additienal debt secured
by Cncor Holdings' 80% ownership interest In Oncor, especially If such dait Includes sffliate debt associated with TCEM, or if
Oncor's cash flow to debt financial metrics, sdjusted for the debt secured by Oncor Holdings, falls balow 10%.

Moody's aiso believes that the possibllity of Oncar’s senior secured mting faliing beiow the investiment grade rating category
cannat be ruled out. Both Oncor and EFH continue to disclose the possibifity that, under gertain conditions, the ring fance type
provdsions might not work as plarmed, While today’s rating for Oncor continues to acknowdedga the benefits of the ring fence, we
believe pressure on the ring fence is rsing as EFH continues to Indirectly ieveraga its equity awnership in Cnoar, ard wil
incrementally rise futher as EFH relies mors headly on Oncor for upstream dividends.

EFHs Can2 CFR and Caa3 PUR reflect a financially distressed company with limited fexdbility, EFHS capital structwre Is
complex v, in owr opinion, untenable which calls inte question the sustainability of the business modal and expected duration
of the curent Tiquidity resenes.

Prospectively, EFHS ratings are uniikely to be upgraded over the near to Intermadiste temn horzon, largely dus to owr
expectations regarding cash fow and the complaxity of the capital structura. Should natural gas commodity prices and market
hest rates improve matenially, and for a sustained pariod of time, there could be upward pressure on EFH's ratings. Ovwer the
nearterm hordzon, ratings are more likely to fall, and indiMdual classes of securities have 2 reasonbly high probabliity of
experiencing a fimited dafault, as Moody's defines it, based on ouwr limited defoult / distrassed exchange poficies.

The ratings for EFH, its subsidiaries and indhMdual debt Instruments are derved from the Caa2 CFR, with the axcaption of Oncor
due to its ring fence lypa provsions.

h

The eatings for EFH, TCEH, EFCH and EFIHs indhidual sacurities were determined using Moody's Loss Given Default (LGD)
 methodology. Based on EFHs Caa? CFR and Cas3 POR, and besed striclly an the prorty of claims within those entities, the
LGD mede! would suggest a rating of Ca for EFHs and EFIHs senior secured debt securities, EFIMs Cana first and second lien

ratings reflect the fact that the holders of these securities also benefit from their sacuity interests of Onsor Moldings equity in

‘The principal methodology used for EFH was Unregulated Utilities and Power Cormpanies published In August 2009, The
principal mathodalogy used for Oncor was Requlated Electiic and Gas Utilities published in August 2009, Please see the Credit
Folicy page on wwamoodys.com for a copy of this methedology.

REGULATORY DISCLOSURES

Although this credit rating has been issued in a non-EU country which has not been recogrized as erdorsable ot this date, this
credit rating Is deemed "EU qualified by extension” and may still be used by financial institutions for requlatory pusposes untif 30
Apil 2012, Further information on the EU endorsement status and on the Moody's office that has issued a particuar Credit
Rating is available on wwwmoodys.com.

For ratings fssued on a program, series or category/class of debt, this arnouncernent provides relevant regulatory disclosures in
relation 1o sach rating of a subsequantly Issued bond or nole of the same series or category/class of dabt or pursuant to a
program for which tha ratings are derived exclusivly from existing ratings in accordance with Moody's rating practices. For
ratings Issued on a support provder, this anncuncament provides relevent requistory disclosures in relation to the rating action
on the support provider and In relation to each particular rating action for securities that derve thelr credit ratings fom the
stpport provider’s cradit reting, For provislonal ratings, this announcement provides relevant reguiatory disclosurss in relation to
the pmu‘sicrsai rating assigned, and in rfatlon fo a definitive rating that may be assigred subssquent to the final lssuancs of the
debt, in each case whers the transaction structure and terms hawe not changed priar to the assignment of the definitive rating in
a manner that would heve aflected the rating, For further information please sed the ratings tab on the issusrfentity page for the
respective Isstar on wwwmoodys. com,

Moody's considars the quality of mformation availzhle on the rated entily, obligation or credit salisfactory for the purposes of
Issuing a raling.

Moody's adopts all necessary measures so that the informatlon # uses in assigning a rating s of suficient quality and from
sources hoody's considers 16 bs reliable inciuding, when spproprate, independent thind-party soumes. Howeser, Moody's is nat
an auditer and cannot in every instance Independently verify or validate information received in the rating process.

DKT 46238 STAFF RFI Set 1 QN 1-1 [ONCOR] VOL 0008561



Piease se2 Moody's Pating Bymbols and Cefinitions on the Rating Process page on wwwimoodys.com for frther information on
the rmeaning of sach rating category and the defirition of default and recovery.

Ploase sae ratings tab on the issuerentity page on wwwmondys.com for the Jast rating action and the rating hslory, The dats
on which some ratings were first released goes back to a time befors Moody's ratings were iy digitized and accurate data may
not be awilable. Consequently, Moody's provdes a dale that it believes is the most reliable and scouwrate based on the

infornation that s asallable to it Please see the ratings disclosure pegs on our website wwwmoadys.com for further
irforration.

Pleasa sea vawmoodys.com for any updates on changss to the lead rating analyst and to the Moody's legal ertity that has
issuad the rating.

In addition 1o the Information provded below please find on the ratings tab of the issuer pags at www.moodys.com, for cach of
the ratings covered, Moody's disclosures on the lead rating analyst and the Moady's legal entity thatl has Issued each of the
ralings.
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LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NCT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES,
NEITHER CREDIT RATINGS NOR MOQUY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES

DKT 46238 STAFF RF1 Set 1 QN 1-1 [CHODR]VOL

0000662



MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, CR SBALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TQ, COPYRIGHT"
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPQOSE, INWHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is oblained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS i8" without warranty of any kind. MOQDY'S adopts all necsssary measures so that the infformation t uses In
assigning a credlt rating is of sufficient quality and from sources Moody's considers to be refiable, including, when -
appropriate, Independent third-party sources. However, MOODY'S s not an auditor and cannot in every Instance
independently verify or vakdate Information received in the rating pracess. Under no circumstances shall MOODY'S have
any liability to any person or entity for {a) any loss or damags In whole or in part caused by, resulting from, or relating to,
any error {negligent or otherwise) or other circumstance or contingency within or outsids the control of MOODY'S or any
of its directors, officers, employees or agents in connaction with the procurernent, ccollection, compilation, analysls,
interpredation, communication, publication or defivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whalsoever (including without fimitation, lost profits), even if
MOODY'S Is advised in advance of the possibility of such damagaes, resulting from the usa of or inabllity to use, any such
information. The ratings, financial reporting analysis, projections, and other cbservations, if any, constituting part of the
infarmation contained harein are, and must be construed solely as, staternents of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained hereln must make its
own study and evaluation of each securlty § may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIVELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S INANY EORM QR MANNER WHATSOEVER.

MIS, a whally-owned credit rafing agency subsidiary of Moody's Carporation ("MCQ"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stack rated by MIS have, prior to assignmant of any rating, agreed to pay o MS for appraisal and raling services
renderad by it fees ranging from $1,500 to approximately $2,500,000, MCO and MS also maintain polictes and
procedures fo address the indepandence of MiS's ratings and rating processes, Information regarding certain affillations
that may exist between directors of MCO and rated entifies, and between entities who hold ratings from MIS and have
also publicly reported o the SEC an ownership interest in MCO of more than 5%, Is posted annually at
www.moodys.corm under the heading "Sharehalder Relations - Corporats Govemnance - Direclor and Sharehaolder
Afflfiation Policy.”

Any publication into Australia of this decument is by MOODY'S affiliale, Moody's Investors Service Ply Limited ABN 61
003 399 657, which holds Australian Financial Services Licensse no. 336968. This document is intended to be provided
only to "wholesale clients® within the meaning of section 761G of the Corporations Act 2001, By continuing to access this
document fram within Australia, you represent io MOODY'S that you are, or are accessing the document as a
rapresentative of, @ "wholesale client” and that nelther you nor the entity you represent will directly or indirectly
disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corparations Act
2001, s

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K K. ("MIKK") are
MIKICs current opinions of the relfative fidure credit risk of entities, credit commitments, or debt or debt-like securities. In
such a case, "MS” In the foregoing statements shali be deemed to be replaced with "MIKIK", MIKK is a wholly-owned

credit rating agency subsidiary of Moody's Group Japan G.K,, which is wholly owned by Moody's Overseas Holdings inc.,
a wholly-owned subsldiary of MCC.
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This credit rating is an opinion as to the creditwonthiness of a debt obligation of the issuer, not on the equity securities of
the issuer or any form of saecurity that is available o retail investors. ft would be dangerous for retall investors (o make

any investment decision based on this credit raling. if in doubt you should contact your financial or ather professional
adviser,
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Summary:

Oncor Electric Delivery Co. LLC

CreditRating:  BBB+/Stable/NR

Rationale

Standard & Poor’s Rarings Services' ratings on Orcor Electric Delivery Co, LLC {Oncor) reflect the company's
stand-alone business and financial risk profiles. Oncor Electric Delivery Holdings Co., 2 wholly owned subsidiary of
Energy Future Holdings Corp. {EFH; CCC/Negative/~), uwns 80.033% of Oncor, and Texas Transmission '
Investment LLC owns 19.75%. Texas Transmission is indirectly owned by a private investment group led by the
Onrario Municipal Employees Retirement Service Administration Corp. (acting through its infrastructure investment |
entity, Borealis [nfrastructuce Management Inc.), and by the Government of Singapore Investment Corp, (acting
through its private-equity and infrastructure arm, GIC Special Investments Pee. Led).

The ratings on Oncor incorporate, in addition to the stand-alone business and financial risk profilés, a number of
srructural, legal, and regulatory provisions that allow Srandard & Poor's to view the company separately from its
majority owner, EFH. These provisions include:

s The sale of 19.75% of Oncor to Texas Transmission, which is a third-party, unaffiliated investor with sufficient
rights and board representation to prevent EFH from harming Oncor's eredit profile—namely, the ability to veto
changes in Oncor's dividend policy, requirement to consent to the institution of bankruptey or insolvency
proceeding against Oncor, approval over material transactions between Oncor and its non-ring-fenced affiliates,
approval over the annual budget if it is reduced by 10% or more from the prior year's amouny, and the ability to
prevent dividend distributions if it is in the best interests of Oncor to retain such amounts for future capital
requirements; )

» Legal ring-fencing, including a nonconsolidation opinion’and s&paratmess.umicrtaicings {such as arm's-length
transactions between Oncor and EFH, and the imability of Oncor to extend financial suppert to or receive
financial support from EFH), and six independent directors who are required by law to consider only the interests
of Oncor and its creditors when acting or voting on any material action, two of whomn are special independent
directors;

» Limitations on distributions {equal to net income) combined with a limitation on the capital structure {60% debt
and 40% equity); and

« Commitments to'the Public Urility Commission of Texas (PUCT) to maintain the 60% debt and 40% equity
capital structure, incur a certain amount of capiral spending by 2012, and maintain certain reliability standards.

Oncor 15 an electric transmission and disteibution company operating in north central, eastern, and western Texas,
including Dallas. Oncor has an "excellent” business risk profile and an "aggressive” financial risk profile {as our
_criteria define the terms). )

Oncor's excellent business risk profile reflects the company's electric distribution and transmission business, which
has low operating risk, lack of commodiry exposure, and a large service territory with generally attractive
demographics. The excellens business risk profile also accounts for the company's efforts 1o reach regulatory
outcomes that are generally supportive of credit quality. Tn August 2011, the PUCT approved the sertlemens reached

Standard & Poor’s | Research | February6,2012 3
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Swamary: Oncor Electric Delivery Co. LLC

by Oncor and intervenors in its atest rate case filing. The sewtlement agresment provided for a base race increase of
$137 million {393 million effective July 2011, with the balance effective January 2012) based on s 10.25% return
on equity {(ROE} and a capital structure of 60% debe and 40% equity. The company had inidally requested 2 $353
million base rate increase based on an ROE of 10.25% and a capital structure of 55% debr and 45% equity.

Although Oncor owns the wansmission and distribution systems that deliver electricity 1o retail and commercial
users, its customers actually consist of more than 75 retail electricity providers (REPs) that operate wirhin its service
tecritory. Of these REPs, Texas Competitive Energy Holdings Co. LLC {TCEH), an EFH affiliace, accounted for
36% of Oncor's 2010 revenues, while subsidiaries of a nonaffiliated REP accounred for 12%. Of the remaining
REPs, no other entity accounted for mors than 10% of Oncor's 2010 revenues, Oncor relies on these REPs 1o remit
timely payments for distribution services rendered; a default by 3 REP would cause delays in payment and could
pressure Oncor's liquidivy. As of Sepr. 30, 2011, Oncor's trade accounts receivable from TCEH were $168 million,
or about 9% of revenues for the period. If a REP declares bankruptey, Oncor can recover the amounts not received
by defersing such amounts as a regulacory asser and then requesting recovery through a rate case filing, although this
rule applies only to nonaffiliated REPs and not eo TCEH. In case of any default in the payments of accounts
receivable by TCEH, Oncor can recover any claims by withholding distributions o the two owners until it is made
whole. Addidionally, if TCEH were to delay or stop payments, Oncor would have a senfor vasecured claim against
TCEH. However, our recovery analysis an EFH suggests that rezovery on senior unsecured claims against EFH or

its affiliates would be very small, if not 2ero, because EFH and its subsidinries have large amounts of senior secured
debt.

In January 2008, the PUCT awarded Oncor 17 transmission projects relating to competirive ranewable energy zones
{CREZ}, which will provide load areas with access to wind-generated electricity. The rotal cost of these cransmission
projects is now estimated to be 32 billion. As of Sepr. 30, 2011, the PUCT had approved all 17 projects and had
issued 14 Certificate of Convenience and Necessity amendments. Oncor has spent 3689 million as cumulacive
capital expenditures on the CREZ projects through Sept. 30, 2011, Effective July 1, 2011, Oncor recovers the cost
of wholesale rransmission service through a separate rate, the Transmission Cost Recovery Factor (TCRF), and not
through bass rates. The change has no impact to the company's operating income, Separately, Oncor recovers the
cost of retail transmission service through s separarte rider, the rransmission cost of service (TCOS).

Oncor's financial risk profile is aggressive. The company projects that its capiral spending program will toral $3.6
billion from 2011 to 2013, with abour $1.4 billion incurred in 2011, Given the large capital spending program, we
expect the Hnancial profile to weaken somewhat from current levels, while still remaining sufficient to support
current rarings, albeit with a reduced cushion, As the CREZ iuvestments peak in 2012 and funding needs increase,
Standard & Poor's expects that Oncor will materially decrease distributions o its two owners to preserve che stated

capital structure and provide some financing flexibility during this period. As of Oct. 25, 2011, Oncor distributed
about 5143 million to its two owners.

For the 12 months ended Sepe. 30, 2011, adjusted funds from opeeations (FFO} were $1.25 billion, benefiting from
base rate increases, 2 modest inerease in the number of customers, and a change in bonus depreciasion rules thar
resuited in lower cash taxes for the period. At the same time, adjusted total debr was $6.41 billion, excluding $591
million of securitized debt but including $553 million of short-term debr. Adjusted FFQ interest coverage was 4.2x%,
adjusted FFO w toral debt was 19.5%, and adjusted total debr 1o 1oral capital was 65.2%. In computing debt
leverage, Standard & Poor’s deducts the enrive amount of goodwill contributed to Oncor by EFH as a result of
purchass accounting rules; this amount tozaled $3.7 billien as of Dec, 31, 2010, In addition, Standard & Poor's
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Sunmunary: Oncor Electric Delivery Co. LLC

computes adjusted debt leverage by including both long« and short-term debr, unlike the regulatory computation,
which incorporates only long-term debt.

Liguidity
Oncor has "adequate® liquidity under Standard & Poor’s corporate liquidity methodology which categorizes
liguidity in five standard descriprors. Adequate liquidity supports our 'BBB+' issuer credir rating on Oneor.

We expect that over the next 12 months the company’s projected sources of liquidity, mostly operating cash flow
and available bank lines, will exceed its projected uses, mainly necessary capital eXpenditures, debt marurities, and
common dividends, by more than 1.2x. Oncor’s ability to absorb high-impact, low-probability events with limited
need for refinancing, its flexibility to lower capiral spending, its sound bank relationships, and its solid standing in
credit markcts further support our assessment of 15 liquidity as adequate,

Oncor had no debr maturities in 2011, $376 million maruring in 2012, and $524 million marturing in 2013,
excluding securitized debe, based on information from the 2010 annual report. We expect that the company will
refinance debe as it marures,

As of Sept. 30, 2011, the combined revolving credit facilities toraled $2 billion, with abour $1.45 billion stil}
undrawn. The revolving credit facility expires in Ocrober 2016,

We base our liquidity assessment of adequare on the following factors and assumprions:

& We expect the company's liquidity sources (including cash, FFO, and credit facility availability) over the next 12
months to exceed uses by more than 1.2x. ¢

e Debt maturities for 2012 and 2013 are manageable.
s Even if EBITDA declines by 13%, we believe that net sources of cash will still exceed net uses.

¢ The company has good relationships with its banks, in our assessment, and has a good standing in the eredit
markers.

7 k]
"t

In our analysis, we have assumed liquidity of about $2.4 billion over the next 12 months, consisting of FFO and
availability under the revolving credic facilitics, We estimate the company could use about $1.6 billion during the
same period for capiral spending, debt maturities, working capital needs, and shareholder dividends.

Srandard & Poor's also expects that Oncor will continue to proactively manage its refinancing needs to mainain its
adequate levels of liquidity. We view adequate liguidity as very important for Oncor because, despite the existing
separateness undertakings with majority owner EFH, adverse developments at EFH may make it difficult for Oncor
10 access the capital markets when it needs 1o,

Recovery analysis

We assign recovery ratings to first-morrgage bonds {FMBs} issued by investment-grade U.S. usilidies, which can
resule in higher issue ratings than a corporate credit rating {(CCR} on a utility depending on the CCR category and
the extent of the collateral coverage! We base the investment-grade FMB recovery methodelogy on the ample
historical record of nearly 100% recovery for secured bondholders in utility bankruprcies and our view that the
factors that supported those recoveries {limited size of cthe creditor class, and the durable value of urility race-based
assets during and after 1 reorganization, given the essential service provided and the high replacement cost) will
persist in the furare.

Standard & Poor's | Research | February §, 2012 y 4
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Sumnary: Oncor Electric Delivery Co. LLC

Under our notching criteria, we consider the limitations of FMB issuance under the utility's indenture relative to the
value of the collassral pledged to bondholders, management’s stated intentions on future FMB issuance, and the
regulatory limications on bond issuance. FMB ratings can exceed 2 CCR on 2 utility by up to one nowch in che ‘A’
category, two notches in the ‘BBB’ category, and three notches in speculative-grade categories.

Oncor's FMBs benefit from a first-priority lien on substantially all of the utility's real property owned or

subsequently acquired. Collateral coverage of less than 1.5x supports a recovery rating of ‘1 and an issue rating one
notch above the CCR.

Qutlook

The stable outlock on the rating incorporates expecrations of generally stable, albeir modestly weakening, financial
performance over the nexe 12 to 24 months stemming in large part from the company’s planned investument in the
CREZ projects which will peak in 2012, Standard & Poor's base case projections for Oncor incorperate an
“apggressive” financial risk profile such that adjusted FFO o rotal debe is more than 14% and adiusced toral debr o
total capital remains at about 63%, including short-term debt and excluding the impact of purchase accounting.
Should adjusted FFO to debt decline below 14% on a consistent basis due to the inabilicy to recover invested capital
on a rimely manner and debt leverage exceed 65% we will then lower the ratings on Oncor. In addition, pressure
from majority owner EFH to make excess distributions or if any of the separateness undertakings currently in place

are compromised will also wigger a ratings downgrade. Given Oncor's level of debt leverage, we do not contemplare
2 higher rating, despite the company’s excellenr business risk profile,
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Key Rating Drivers

Ratings Upgrads: Fitch Ratings upgraded the 1ssusr defeult raling (IDR} and securily raungs
of Oncar Electic Delivery Company, LLC (Oncor) by cne notch on Aug. 26, 2011, The upgrade
reflects consistent strong performance by the utilily over the last two years, dnven by a
rabound in sales volume growth and balanced outcome in recent rale cases that have led lo a
steady improvement in key credit matrics. The Rating Outlook is Siable.

Low-Risk Utility Profile: Oncor's ratings are supported by a haalthy regudated transmission
and distribution (T&0) utility business that provides a stable source of cash flow with rale base
growth opportunities refated to transmission projects and advanced metering investments,

High Capex: Oncor plans on spending close to $6.6 biflion in 2011-2016 on capex, a majority
of which is driven by ransmission grid eapansion and the Competitive Renawable Energy Zons
{CREZ) projects. A racker mechanism allows Oncor lo eam 2 return on lransmission-related
capital investment with minimal ragulatory lag.

improving Credit Metrics: Fiich expects Onco~'s EBITDA-{o-inlerest ratio to approach 4.8x,
and gabt to EBITDA 1 be in the 3.5x% range, which is strong relative to Fitch's guideling ratios
far a low-risk, regulated E3B issuer. Filch expacts Oncor's FFO melrcs fo be even stronger
relatve to raling calagory guldelines over 2011-2012, driven by bonus depreciation, Fitch
expacts the FFO-lo-dabt calio over 20112012 to be in the 22% range befure moderating to
17%~18% in 2013,

Highly Leveraged Parant: Oncor is an indirect subsidiary of highly leveraged Enerqy Fulure
Holdings Corp. (EFH, 10R 'CCC). While Fiich congiders Oncor to be effeciively rng-fenced
fram the rest of the EFH group, sts cradit market acuess or credil spreads could nonetheless
become constrained by further financial daterioration of EFH and non ring-fenced affliates.
Oneor exhibits a limited source of equity funding given the poor financial health of its parent.

Adequate Liquidity: Oncor hatl borfowings of 5553 million and letters of credit outstanding of
36 milion in ita 32 billion revolving credit faciity, as of Sepl 30, 2011, Oncor raised
£300 million in long-term debt in Novemhor 2011, in part to pay down the revolver borrowings.,
Oncor recently amended and remstated its rovolving oredit {acity so that it now matures in
Cclober 2016, a5 compared o Qctober 2013 praviously, thus lowering the refinanaing risk,

Whiat Could Trigger a Rating Action

Texas Reguistorn: Filch expects a balanced regulalory savironment for Oncor. Any
unaxpected adverse outcomes in future rate cases could result in credit ratirg downgrades.,

Change in Owaership: Any polential change in ownership of Oncor would need o be
evaluated in contevt of the potential new rng-fencing arrangements mplamentad to preserve
the credit quality of the company.

Potential Bankruptey Filing by EFH: Fituh belleves that the ring-fencing soeasuces for Oncor
are strong, and the aszets of Onoor should not be consolidated with EFH's in the svent of
Barkauploy.

v L fitchraings som

December 15, 2011
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Capital Structure and Financlal  trategy

Capital Btructure

Fitoh 13 pot expeoting any chenne Yo Oneod's currest authonzaed cage'story structure of 80%
deit 2nd 4% enuity, wiich was afrmed In ine 2011 mia review, Porrowsags under the
tavalcar 8o not Incluuad o the Jebt caloulstion, Fitch expects Gricor to manage the vpstiesm
aviderd pavements 1o s garent hotding company withs the G0% debt cap. The regulatory
saptalization ratio was $9.2% Jebt and 41.8% equity 35 of Bapt. 30, 2011,

Filun expocts Urcor o finance 2 are oainex raquirenents for CREZ snd advanced mwtanng
syatom {ART) ooar 23112010 from internaslly ganecited cash Low Tnm operatirns aod
astarnat debl sourees FAolanad esrmnge at Cotor servz to bulld up the equity that creates
ey o Tnoot 4n rase dobi o Teance the capss, wiliin #s 0% debt can

Cenitalization Strusturs?

VANl Pro Duna ps oaf Segr 30, P01 Amount % afOnbt Yoot Cop
Canine Sacansd Nolgs ABEO 1462 Py
Total Dabi 43754 40
t41 lorded £ fly and Minoslty Ivtzrest - ¢
Cammon bauty TG 0
fotat Coyitad 12,0058 198

‘enfiney fropt pnaptatony el Aruchirs doa 1o osuwit and other adistments
Srutea: Company 5505,

Financial Floxibibty

Onenr huzs taken searal steps over e last fsar or 5o o provide more foocial Pedbiiey, gheen
that # is owned by a highly distressed parent, Thess steps inciude eqdending the debl matunty
profile, perodically issuing long-doizd ncias o reduce credn faculy Lodrowings, ood moos
ergently, amending and restating its rovolving credit faailty,

Uneor amaeded and reddated i 13 entiroty its secursd revaiviag sredit facility on Oct. 11, 2011,
Tre 2.0 WHiun restatad rredd facddy bas a five-year term, with an oplon i ssek bwo
addiional ona-year edensions Oncor cen request ncreases in e commirants under ine
fachty, un to BA0) milion, The laclity contsinsg 2 financial covenant of 85% Jobt to
capitoization.

Cradit Facitities

1000 By Togma vaof Berd 30 211 Matunty Bate Fog ity Lyt Lirn 4% Awaiiiulity
Zavrrutd Crrzit Fandady kR IARTHY 2000 5% 1,441

T B L0MnANy fepnity.

-
P
H

deh cansides Oocor g bnanciad Heribility *o be » mov st cossiramed comparad with is peed,
cwven ihat it srently has a reudncted sourcs for gquity fnding Aug 1o the Ainencis heaith of -

pasant, ncor 3 onereting very oiose 10 us reguatory ot b cap. Sinca ihe borrow ngs
sader the orsdt D3ctily are ool counied tovrands the raguiatry 2o, Oneor has been ralying on
£, plvr Bl Aegs 40y 2et 2 portion of 4% capey sperling wnd pudodeal v isswny longdated
debl W pay down e vookves borodings, The size and tanuem of the aedt LUty mitinatas
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soncern around capilal access in the event of {urther detsrinration in the financiel condition of
EFMH and nonring-fenced affiliates.

Oneor's debt matunfies (adjusted for

-
transition debt) as of Sept. 30, 2011, Scheduted Debt Maturities

(3 ML, Pro Forma As of Sept. 30, 2014}

can be found in the Scheduled Dabt  Fugal Year Amount % of Total
s 2611 - 8
Maturitios table 2612 4750 g
2013 5240 1"

s ; 2014 - ¢
Ring-Fencing 2015 500.0 19
; 4015 - o

EFH‘and Oncor hava 1m;';|emer,zted Thuseafter 34250 74
cortain structural and oparational ring-  Tota 4,335 108

fencing maeasures to enhance Oncor's  Sewce: Company repurs.
credit quality and reduce the risk that
Onoor's assets and fabllities will be
substantially consolidaiad in the case of a banirupley proceeding for EFM and other nonring-
fenced affilizies. Such measures include tha sale of a 18.75% equity intersst to Texas
Transmicsion in Movemher 2008; mantenanca of separate books and racords for tho Oncor
nng-fencsd entitias; Oncor's board of direciors being composad of a majority of indenendent
directors; and prohubitions on the Oncor rdng-fenced entitios providing credit support to, or
receiving credit support from, any member of the Texas Haldings Group.

Fitch befieves that the ring-fencing measuras for Oncor are strong, and tha assels of Oncor
should not be consolidated with EFH's in the event of bankruptoy. However, Oncor could suffer
from reduged sccoss and/or higher costs for capital markat transactions in the event that its
parent files for bankruptey.

Management Strategy, Operating Environment, and Industry Risk

Management Strateqgy

Maragement is investing 2 significant amount of capital 1o expand the fransmisgion grid in
Taexas as part of a Pubiic Utlity Commission of Texas (PUCT)-driven push to link the wind noh
ragions of the stats, grimarily in West Texas, o the powar-consumpton centers in the east.
Known as the CREZ prejects, Oncor's share of the transmission investment is expacted to ba
around $2.0 bdiion {racently raised from $1.75 billion), and 15 expected to be completed by
2013, Oncor i alge investing In AMS and energy-efficiency intiatives

Oncor's dividend policy s doven by the ring-fencing arrangement 0 plase that limits dividends
to cumulative GAAP net Income, The dividend amount cannat be such that it forces Oncor's
reculsiory debltequity struclure above 80/40. Due o the heavy CREZ capex spend over
20112013, Oncor 15 significantly restriciing the dividend {o the parent holding company. Fiich
expects the payoul ratin to prograssively increase from 2013,

Responding 1o refinancing dsk, management issued $475 mion of 5 25% 30-vear notes in
Soptember 2010, and $300 milion of 4.55% 40-vear noles in November 2011, using the
proceeds o reduce credit facity borrowings and enhance liguidity, Oncor alro executed
zschanga offers in Oatobar 20100 5324 million of 6.375% dabt dus In 2012 was exchanged for
new 5.0% dehl due in 2017, and $126 million of 5.95% debt dus in 2013 was erchanged for
navy 8.75% debt due in 2020 This has miligated, 1o a large sxient, the near-term rafinancng
tisk, and lowerad the gverall cost of dabt,

Cevwr Eloting Datrary Company 1o
Daammibnr 15, YU
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Fitch axpects management fo appropisaly refinance Oncor's 2012~2013 dobt maturites lo
mitigate the risk that capital acoess becomes resiricted should Oncor's uithmale parent file for
bankrupwy wver that time panod.

Operating Environment

Qricors revanuas are fully regu.stad and deven by T8D operations. Oncor benefds from TAD
capital rackers that enable adorguate and timely recovery of investments through tha regulated
rtes in addiion to surcharge mechanism 1or it advancad metering invesimen's, Oncor is
sllowad to requsst an undate to tha ranamission costrecavary {wlor component of 18 relall
delivery rates twive 2 year. Distributon revenues are corrslated with distibagon volumes,
which have increased al sporoximately 1.2% over e last fow years. Distobution rates cant be
changed via rale 0ass,

”

Mncer fled o rate sane with PUCT and 203 citles in January 2011, for an annual rata increass
of 3357 midlion, bogad on a 48% wquity ratio and a test yasr ending June 30, 2010

FLCT fosues a inal oraer in August 2011, the lerms of which Targaly microrad those of Oncor's
Aprd scittern ant with the intacveners that nrovided for a 31247 mifion base rate incrense, ot
of ahi=n $93 milion hacame effacnve july 1. 2011 Lnterl rate wicrease), and the remainder
vacorras 2fectisa by Jan |, 2012, There was no change o the authorized reguiatory capilal
siruchra of 807 deht and 40% equily, and authorized refurm on equity of 10.25%. Oncor
asreed not to file a gmerd rate oase Defore July 7, 2013 Howaver this restricuon doss not
apoly 1o rate inoreases through thae varous trackers thal Oncor currently has m place.

Onents customars are ne relail alesirioty providers {(REPs) who ia tum service relall and
nonraisd cuctomars Cirectly. Oncor has no dwsdt commmdity risk since this is borme by the
REP; and consumess in Toxas,

Oncor 18 exposed to ancounts receivaile #si due 17 any potential defawdts by PREPs, PUCT nas
tightaned the financial resource standsrds sigaificantly over the past few years that reduce tha
foss assncisted with nonperformancs Ly ary REP The HEP centifiosas grantad by PLET van
be suepended and ravoked i the RER fal's 1o maka timaly payment v tha TED ulliny. PUCST
rules aliow for the recovary of uncoisctitte amounts dug from nonefihated REPs. Oncer g
exposed 1o mopperiomiance oy TYU Erergy, s affiiated REP. Oncor hrd approvimuisly
$1775 rullion raceivabies rom Texas Tompetitive Electric Holdings Company LLC (TCEH) Js of
Set 30, 2011, prirranly relaled to electricity deleary fees,

Capax

Canital BExnendiiure Forecast

S 20418 O2E 21138 20148 25E PO16E
CREZAaitans Suppont 474 5% Sy 1£3 o -
Traosas s30n Caid Expansiun i 143 135 4% AT4 3441
Aavauced Malperg 13 150 e o e o
fauwt Gervica 14¢ 179 1en 00 pina 2175
114 npstanance/Gsosral Fant 240 23 24 ) o1 ]
Totst Napes 1,410 1,248 250 10 1008 1,413
i - Betenin,

Soauice: Company Umguansr L] Investor Lo serkyon,
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Oncor i spending a significant amount of capex as part of the CREZ build-out in Texas, Lost
of CREZ invesitont for Oncor is expected {o be around $2.0 bition, out of which $889 million
had baen spent through Sepl. 30, 2011, The majority of CREZ-ralated capex Is sxpected to bs
completed by 2013,

Oncor is also deploying 3 million advanced meters for all residential and most nonresidential
rotall electricdy customers in ds service ares, at an axpected cost of $686 million. Oncor had
instaliod more than 2.1 miflion advanced meters as of Sept. 30, 2011, at a cost of 3477 miff on,
The instaliptions are expected (o be complated by the end of 2012,

At the ima of the leveraged buyout, Oncor made a commitment o PUCT to invest a minimum
of 3.6 billion over the five-year perdod ending Dec. 31, 212 {this capex excludes CREZ
U oinvasimant),

industry Risk :

Fitch has a Stable Rating Outlook for the investor-owned elactne ublily sector over the next
12-18 months. The seclor benefits from Jow interest rates, modest inflationary pressures, spen
capital markels, and low natural gas and power prices. Fiich expects these conditions 10 parsist
into 2013,

The favorable funding environment helps offset any stress that would otherwise result during
an extended penod of high projected capital investment. Capex is expected to remain slevated,
incraasing 5%-6% over 2011 levels.

Many utilities have reduced regulatory risk by shifting cost recovery from general rale casa
proceedings to standardized tariffs thal provide greater certainly and tmeliness of cost
revovery, Morsover, ulility investmant In this construction oycle seems lo be aligned with the
goals of regulators and pobcymakers, enhancing prospects for timely and full investment
recovery, in Fitch’s opinion.

Fiteh's outlook for the sector presumes an exwended panod of cyclically low power and natural
gas prices. Electric ulilues, particularly T&D ulilities, are benaficiaries of low commadity prices.
Low prices for fuel commodittes provide cruclal headroom for utilities to recover anticipated
investment in plant and souipment through base rale increases, All elss equal, stable to lower
natursl gas and power prices remove a source of upward pressure on monthly wlility bills :md
redune polential consumer resistance and political backlash 1o higher rates, Similarly, a low
Jrflation and interest rale environment would ctabilize utilities’ costs and rates.

Longer term, risks {o the stable oulicok bacoms mare pronounced as secular and cyclical
factors come into play. Sales growih expectations, aiready modest st 1%-2% per annum, may
prove opfimistic given the subdued sconomic growth oullook, snd a growing damand for
snergy efficiency and conservation., The indushry faces tha dJouble threat of disruptive
technologies, such as efficiencies in lighting, refrigeration, and software interface, combined
with compatitors promoting such products and serviees. The industry will be challengaed 1o
adjust business models {o face the new competilive landscaps,

A more immediate mieat owght be a change in the operating anvironmant in 2013 and beyond,
Fitch has specuﬂr concems ragarding upward pressurs on e!cscmczzy 3188, owing to reliance on
higher cost, non-ermitt ing ren«mai:ﬁe 3nd other energy resources, and notentially higher interest
rates, inflation, natursl gaa, and powar nosis from the current cyclically low levels. The upward
prassure on clectricdy rates i this ccararo could lend to pohbeal rasistance to fiture rate
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Corporate Governance

Oroor s soard consiuis of 11 members, of whien two 2 from *he magery nvestor gL .p (KSR
& Co. LP -Texas Padlic Grovp-Goldman Sachsy, two ra from tha menacty fesstor o ooup, s
ar Hew York Sock Exchange mdapencent dio s, and one s an O cor off war [Cheiran
ard OEO Bob Shunard)

fma w7 agreamers cequre s that ‘ae tiusiness of w1 compary be managed uatts 10 dirschion
ot e Uozed andd nol Do ony TEH grows mrerslie, offiter, or emiploye sty 0endmen o to e
grerdznd oplicy jecus 5 corsent of 11 munondy cwner directurs and o laast o majonty of thn
suard of disciors pmsent and volrsy, which =wsl inciude a man #y of L2 ind

e

Hegntoen and 21 of he ponvindennedont deoters, vidends wan e timib S e oy o ona
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A unanimous vole {5 required by the independent directors for amandment of cerials provisiong
of the LLC agreement for any-matedal aclion that msy include a merger, transfer of
substantially afl assets, or the institution of insolvency proceedings. Minority owner directors
are given additional rights that fall away upor an PO, change of conlrol, or spin-off of Oncor
ouiside the EFH group, Certain spacified Oncor actions requre EFH consent, including ssuing
aquity, changing the jurisdiction of the company, changing the method for designating directors,
and changing the entity classification for tex purposes.

Company Profile \

Oncor is a requlated electdcity T&D willity that provides electric delivary services to REPs that
sell power in the north-cantral, eastern, and western pants of Texas. Distribution revenues from
TCEH roprasented approximalely 34% of the itotal revenues for the ning months endsd
Sept.” 30, 2011, Oncor Holdings, which is a direct, wholly ownad subsidiary of Energy Future
Imermadiate Holding Company LLC, owns 80.03% of Oncor's mambership mnterests, Teoxas
Transmission owns 19.75%, and cerisin members of the management team and board of
directors indirectly own the remaining membarship Interests through Ongor Managemen!
Invesiment LLC.

Pension Analysis

Oncor is a participating employer in the EFH ratirement pian, which is a defined benelll pension
plan sponsored by EFH. Oncor also participates with EFH and certam other subsidiaries of
EFH to offer health care and lfe insurance benefits to retired employeses.

If EFH was unable to make required contributions o the pension plan while i was a member of
the controlied group within the meaning of Employmant Reliremant income Securily Act
{ERISA}, Oncor would polentislly be liable under ERISBA for pension contributions and any
ynfunded pension plan liabiity that EFH s unable to pay. Oncor's pension obligations are
approximately 75% of the lotal EFM penson obligations.
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The ratings above wore soliclied by, or on behalf of, the issuer, and therefore, Fitch has besn

compensated for the piovision of the ratings.
|

N

ALL FITCH CREDIT RATINGS ARE ‘?UB.)ECT TO CERTAIN LIMITATIONS AND DISCLAMERS, PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS 2y FOLLOWING THIS LINIC
LT SFITOHRATGS COMAUNDERSTANDNGCREDITRATINGS  IN ADDITION, RPATING DEFMITIONS AND THE
TIRAS OF USE OF SUGH RATINGS ARE AVALABLE ON THE AGENGYS PUBLIS WEB SITE AT
WAV FITCHRATINGS COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES, FITCH S CODE OF CONDUCT, CONFIDE; ITAUTY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALLY CQMPUANCE, AND GTHER RELEVANT POLICIES AND PROCENURES ARE ALSD AVALABLE FROM
THk CODE OF CONGUCT BECTION OF THIS SITE.

Dopywicht © 2011 by Fich, inc, Fich Sabrgs Ui and is subsidierss. One State Slrest Plaza, NY, HY 10004 Telephone:
1'83&/534324 {212 6895710, Faxc {2123 480-4435. Reproducion of exmnsrréssion in whole or in pait is prohibled except
by parmission. Al fights reserved, In issuing andd mantaining its malings, Fich swies on factual informaton 1 moeives from
issuers and undsnviiens and fron otber sowrces Fich helinns to be credibla. Fiich aonducts 4 reasonable investiotion of the
factual informotion rebexd upon by | in accordance with its rrings methoddlogy, and obiains rensorable verdfitaton of that
nformation fom indspendent sources, (0 the exlent such sources are avalable for a given seaurily of in 3 given uisicion.
Tha manper of Fitdy's fachal investigation ard ihe saope of the third-party verdficalion § obtaing will vary depending on the
nature of the misd seourily and its issuer, the requirernents and practices In the Jumsdicton in which the raled seoufly Is offared
ad soid anvyor the issuer s located, the avalabiity and nalure of relevant sunl€ Infermation, access to e management of the
wener ared s advisers, the avallabdly of Wﬁsﬁnq Prd-pady verdfications such as awdd repons, agreed-upon procodures
lzders, epprasals, acluanal fepoﬁs engnaing repords, lagal opinions and other reporis provkied hy third gartsss the
ava labiity of independent and competent thed-Party verficadon sources with respect 10 the parfcdar secutly o In the
parsoudar prvdicton of the ssuer, ancﬁ a vanety of other factors, Users of Fileh's ratings shouid uncertiand thatt neither an
arthanced factual westigation nor any Sidd-garty vedfication can ensure that all o the whwmaton Fich rebes on in connaction
wit & mabng will be accurate and mm,ﬁa:% Ulimassly, the Issuer and s advisers are responsible b the accuracy of the
informaton they provide o Fich and o the market in offenng docusrcrs and olher reports. In issuing its ratings Fich must rely
on the work of expsris, nvhadog independert sudiors vah respedt - finencal slalements and atfomeys with respect i 1993
ard tax makas, Furtber, ralings ae whorenﬁy forwnrd-keokeng and embody assumplions and prodictions aboud Ulure gvenls
that hy thair nafiira cannot be verfied 38 RS, As a resull, despie any verification of cusent facts, mﬁngs can be affecied by
i avents o condiions that were not anticpated at the tme a raling wos issued or affirmed,

The nformation in this report 3 o dad "ag 18" without any represerdstion or waranty of any kind A f}lvh rabig s an opiron
a3 lo the cediwodhiness of & seasty This opinion i3 based on estabished anfaiz and mathodologes that Fiich is
onnfiruously evaliating and updatng. Therelore, mitings are the coflacive work orodurt of Fiteh and no individugl, or groun of
rdmluals, s sty meeoonsitle for a raling, The rating dows not srdrens tha risk of oss due 10 deks othor than credd ank,
urless such risk is speuically mentioned, Fiteh is not angagad in 1he offer or sale of any securdly. A Fitch repars have shied
andhershin, irdividudls Woendbed in 3 Fizh mport vaam invelved in, b are rol 1oy msponstie for, ine opirions stated thaen,
The individuds am ramod for contact purposses ordy, A repoft pmviczing a Filch ratng 3 nadher a grosgechus 7 3 subsiise tor
11z rionpalion sseembled, venfied and presentad to investons by tre isster and s agenis o conneciion with the sale of the
zacunties, Rofings may b charged or vabhdman at anylime for any reason in ihe sole distelion of Filch, Fiteh dass rot
provide ivestment advics of any sorl Ratngs are nol a moommendation to buy, sell oc bald any seoudy, Rabngs do nol
ouriment o1 the sdequacy of markel nice, e suitabily of any securly for a partdlar invesior, o7 the bxoxmpt m‘um or

bty of nayments mads in mspedt 0 any security. Fitch reoeives fers Fom issusrs, insuers, Quamrﬂo's. Lt obligors,
ared unlenaitars ©or satng cecudiies. Euch fees genssaly vary frem UBS1,000 o USS780.000 {or the applicable curancy
Gl @@ L issue, In cerain cases, Fiich wil rate alt or 8 mamber of issues issued by 8 patadar Bsuen or averd o
guaranized by a parboular naurer or quannkyn, for 2 sirgle annual ee. Such fees am sxpecied to vory fom UE310080 o
UGS, E000G (o the appioable cursency oouivalent). The assignment, publonicn, or dessmination of a ming by Fich shal
rust ennstlds 2 corsant by Fich 0 use s name as an expert in congvactun vath any rosfstadion smfgmeﬁt et ureder e
Uisd Blates cetunties laws, bw Finapcatl Saendoss and Madats Act of 2000 of Grest Brlain, Or 03 cocuntas isws of any
partivaar ariscichon. Nus i te i efidiangy of elechonic publsting and distibulion, Fitch resasmh may be walsbe o
slacrunin subenriens up i hreg doys sarier hen o mirt Jhbwber*
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Moobpy’s
INVESTORS SERVICE

J
Credit Opinion: Oncor Electric Delivery Company LLC
Global Credit Research - 04 Jun 2014 i
Daftas, Taxas, Unfled Sfatss . - .
Ratinga
Catsgory Moady's Rating
Cullook Stable
Sr Sec Bank Credit Facility Baal
Flest Mortgage Bonds Baat
Senfor Secwrad Baat
Parent: Energy Future Holdings Corp. ¥
Cugook - Siabla
Corpurate Family Ratlng Coa2
Bid Senlor Sacured Cas¥L.GD4
Bkd Senlor Unsecured Cal.Ghs
Spacuiative Grade Liquidily BGL4
Dallas Power & Light Co
Praferred Stock NR
Gontacls
Aaalyst Phone
James Hempstead/iNew York 212.5534318 . N
Witliam L, HessiNew Yok 212.553.3837
Key indicators
{1]Oncor Electric Delivary Company 11L.C
016 203 2008 2007
{CFO PreWIC + Inlurest) / interast Expense 45x 3.8 36x  3Isx
{CFO Pre-WIC) / Dalrt . 1% 11T% 14% 15%
{CFO Pre-WIC - Dividands) / Debt 9% 13% A% Fh
Debl/ Book Capitalization 3% 43% 4% %

{1jau tatios cuiculated In accordance with the Regulated Eleclric and Gas Ulilites Rating Mathodology using Moody's standard adiustments

Note: For dufinifions of Moody's mos! common ralic lerms please see the accompenying User's Guide.
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Opinjon

Rating Drivers
Rate ragulatad transmission and distibution utifity in Texas

Steong sulte of ing fenca type provisions designed to insulate Oncer from contagion effects assaciaied with financislly distrassad parent
company :

Stable Snancial melrics projected over icng-}enn harizon with near-lerm benefils atiributed lo Faderal accounting and tax policles
Event risk is high due to parent contagion issues and increased fkefihood for MSAactvily

Large capital investment progrom ralses rates

Carporate finangial policies, including up-strpam divdends, impoctant to monitoe

Corparate Profile

Oneor Elackie Delivery Company LLG (Oncer) Is an eleciric ransmission and disiribution utiity serving tha greater Dallas # Ft, Worlh and North
Texas ragionz. Oncor's revenues are primarily regulated by the Public Utity Commussion of Texas {(PUCT). Oncor is 2 majority-owned
subsidiary of Oncor Blectric Delivery Holdings Campany LLC (Oneor HoldCo: not rated) which Is & wholly-awned subsidgiary of Energy Futire

\
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Intermediate Hoiding Compeny {EFIH; £as3 sanior secured / stabls) which In tum Is a whally-owned subsidiary of Energy Fulure Hoklings
Corp. (EFHCaa? Corporats Family Raling {CFR}/ stable). i 2010, Oneor repered approcimately 52,8 bilfion In reverue, Oncoris
headquartered in Dallas, Texas,

SUMMARY RATING RATIONALE

Oncor's Baat senior secured rating primarily roflecty 23 lower risk, rate regulated TAD business aclivities and relativaly stable financlal metres,
We note that Oncor’s raiing refles heavily on our assessment of the ring-fence typa provisions designed o create credit separsteness from tg
mare risky parent a/nd oififiates, bt that only a banlruptey judge can assure ils effectivenass, Oncor's Baal senior secured raling Is fen
rntches higher than EFRS Caal Corporate Family Raling, Tha raling also reflacts an ovarall assessment of factors outlined In Moody's Rating
NMathadology for Regulaled Blectric and Gas Utlitles {the Rating Methoddlogy, publishad in August 2008).

Recent Events

Cn Aprll 14, 2011, Moody's affrmed the Caa2 Corporate Family Raling (CFR) for EFH and changed (he rating outfook to stable from negative.
EFHs siabla raling outlook beneflts Oncor bacauss it reflacts our view that the near-term probability of an evant of default has been reduced,
This reduction in neardenmn defaull probability is primardly assoclated with covenant relisf related to an affifiate’s serior secured borowings,
including ils ravolver, BFH's Caa2 OFR sl reflacts our longar-lenm concerns ralated to tha sustainability of s business model, duelo an
untenable capital structure,

DETALED RATING CONSIDERATIONS
Low-risk business operalions within a supportive requiatory jurisdiction

As a stand-alone credit, Oncor s well positioned within the Baa-raling calegory. This reflects Onear's lower business and operating dsks and
stable rate~-regulated revenue, samings and cash fow, Wa view the Public Utiity Commission of Texas {PUCT) as 2 niet credtt poaitive, and
aften nole the relatively ransparent mgulatory framewark.

For exampla, I 2008, the PUCT approved a §115 milllon rata incrense. Thaugh the increase was fess than half of what Oncor asked, twas
igher thar tha ALJ recommendation of 330 million and the PUCT staffs recommendation of 1 $100 rulfion reduction. The erder set an ROE of
10.25% {about average for most US requiated utifities) and a 50% debt capital siructure {slightly bigher than most US regulated uililies), Mora
racantly, we note that Onoor has regchsd 2 setlemont with interveners refated to a rate increase of approxdmalely $137 million, which is subject
to the approval by the PUCT

Cneor's current financial profle benefting fram accounting and tax policies

Over tha past § years, Oncor produced an average ralio of cash from operations befora changes In working capital (CFO pre WIC) to debt of
appraximately 16%. This ratio Includas both secwilization cash flows and debt, as well as pension and operating tesse adjustmants, In 2010,
toral debl was aggroximately §6.5 billion,

Prospectively, we expact the rafio of Oncor's CFO pro WIC to debt o decline t6 low to mid-tean’s range as the company continues with s
capital expanditure programs, Howaver, In 2010, Oneor producsd a ralio of CFO prs W/C lo debdt of roughly 17%, higher than what we ariginally
expacted, Inour opinion, this incresse is parlly due o the near-term benefils associated with federal tax and aceounting policiss, ncluding
bonus depreciation. Today, we view these benefits as unsustainable over the lang lerm horizon.

Mocdy's still incorporales a view that the Texas based T&D uliliies can andwa lower credd matrics for 2 given rating calegary. 1 our opinion,
Texas T&Ds hava a slightly lower sk profile than tha broader T8D pasr group as they are not exposed lo any provider of fast resort risk
{POLI] or commaodity tisks,

Ring fanna type provisions appear effective for now

Wa vigw Oncor's suile of ring-fence typs provisions as strong. Combined, these provisions are designad to insulale Oncor from ity fnanclally
distrossed parant, espacially with respeet te an invelunéary bankeuptey filing and substantative consofidation, We conlinug fo view both Oncor's,
ag well as EFi¥s, SEC disclsures regarding the inteaded strangth of the currant ring fence pravislons as a aredi! negative, Specifically, the
disciosure that the ring fence might not worl as Infended,

Significant capilal expendilures constrain ratings

CGncor plans g large copltal investment pragram of approdimately 33.6 billion over the next faw years, Oncors cagital lnvestment program from
2011 through 2013, sachading CREZralated capltal expenditures, s sxpected to be over $2.0 biffion. This smount Inchudes tha Advanced
Welering program {(AMS) deploymant and roughly $2.0 bilion (up from 31.3 billon last year} assoriated with ths Compeliive Renewabla Energy
Zone {CREZ) rensmission axpansion, which Is expecled to be completad by 2013,

Moody's obsarves that Oncor's AMS program could creals some material derivative benelits for locat mtall slactric providers (REP's), the
targest of whom Is an afffiate, TXU Engrgy. h addiion, Oncor's CREZ nvestment apperiunidy, which is designed {o bring renewabls energy into
tha Dulfas load center, could have a negalive impact for Luminent, also an sfffiste,

Whike tongar-tarm in nalure, thess invesiment plans should sventually coniributs o long-term stalile rate base growth, We generally view rate-
tase accretive projects positivaly, howaver, the large scale of these prajacts that Oncor is taking on requires exdremely prudent financial
planning and dmely recovery, or Oncor's koy credit melrics could face modast downward pressurs,

Evant risk

Qnoor's event nsk profils is higher than most TAD ulliity peers. In our opinfon, Oncor Is fikely to be divested In some fashion over the next few
years as it raprasanis 2 valuabie and relatively llquid, but a nonwcora, assst for EFH, Conceptually, 6FH can divest BFIH elong with Oneor
Holdeo and Onear, thereby efiminating approdimalely $4.5 bilion of debl from EFts consolidated capiial structure, The EF# debt is secured by
the equity collateral in Oncor riclden, which owns 80% of Onoor, We belleve that any divestiturs activity would raquive PUCT approval,

Separately, wa continug to quostion EFH'S long-term business maodel, primarlly dua to our iew regarding an urtenable capital structure, Ag
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EFH continues to execule its liabilty management programs, thers could ba incremental contagion effects to Oncor's rating, despite the dng
fenice type provisions, This is primarily due to our views that the debt being layered on top of Oncor (and cutside of the rng fenca) represents a
permansnt sourss of leverage for Oneor, aven though Oncor 15 not legally lisble for EFiH's dabt saervice, Wa remali concemed with the
prospact that the PUCT may evantually question the use of Oncer Holdeo's equily a3 colleteral, dus {o the parcsplion of a change in conirol,
although wa sge no evidence al this ime.

Liguidity: -

Oncors lquidity appears adequats at this bme. Our liquidity assessment for the naxt four quorters speciiically excludas any access by Oncor
to the capital markets. In 2010, Oncor generated approximately $1.1 billion of cash fram operations, Incured approximately $1blllion In capilal

expendilures and made upstream dividend payments lo its parant of roughly §200 million, resulting In a negative free cash flow position of
roughly $100 million.

Oncor's $2.0 bilkon secured revolving credit facility (axpiring In October 2013} had about $1.5 bifion avafiabla at year and 2010.

The $2,0 biflon cradit faciity has a 85% debt to cepitalization financlal covenant, which we view as reasonably positive in the sense thal it
provides the company with Some madest cushion from where its debt to capitafization Is sxpectad to be maintalned as pant of the proposed ring
fencing and regulatory authordzation (80%). The bank covenant ¢alculation currantly has a sigaificant amount of headroom cushion, largely dus
to the covenant’s calculation which includes roughly $4 bilion of goodwill. The regulalory caloulalion does not Incorperate goodwill, bul it also
excludes short lerm borrowings under the revoiver, Moody's does niot view Oncor as having any meaninghul sources of alternate liquidity.

Prospectively, we axpact Oneor 1o produce approximately $1.0 billion In cash flow from operations i the naxt 12 months and to spand abot $1
billen in capital experditures, approximately 20% of which is to ba lnvestad in CREZ, 15% in AMS program and 20% In maintenance, We
expect Oncor to materally reduce #ts upsiream dividend in the nearterm, Thers are no material debt maturiiss wntll 2012 when $376 mdlion
senlor notes will be dus ($131 milfon of amonizing trarsilion band debt s also due in 2012},

Rating Outicok:

Onzor's stable raling dutiock reflects: a strong suite of ring fenca typa provisions that were implamentsd as part of the EFH leveraged buy-out;
cash flow to debt related eradit metrics in the mid-tean's range, and; a supportive and construciiva regulatory environment In Texas, The slabis
outlook does not reflect any polential even! or contaglon risks associated with Oncor's parent, EFH {Caa2 CFR stabla). q

" What Could Changs the Rating- Up

Ratings ars unikely lo be upgraded in the near to mid-lerm a5 we expect Onoor o Incrasée loverage o support its sizeable capliial spending
" program, Nevertheless, ratings could be upgraded I the key finanche] credit ratios, such as the raio of CFO pra wic to tolal debt, siabiiize in the
high-tean's and CFO pre-wic inlerest covarage over 3.5x (excluding the effects of banus depracistion and other federal tax and accounting
slimulus efarts); the conlinved developmant in establishing credit separateness with its distressed parent and attillalas; and, evidence of
indapandance smong the board of dirsclors and the execution of thelr fiduciary dulles under thelr corparate governance righla,

Yhat Could Change the Rating - Down

Ratlngs could be downgradad If the financlal profile of the company wars lo daterdorate meaninglully or whera koy financial cradit métrics, such
as tho ratio of CFO pre wic (o total debt declined towards the fow-leen's range (excluding the effects of bonus depreclation and other federal tax
and accounting stimulus efforts); if the regulatory / political snvironment wara to take an a contentious almosphere (for sxampls, where
recoverles are questioned over the custs assoctated with the CREZ and / ar AMS pragrams); or if the board of direclors began to implement
corparate sirategles which are parceived (o be unusual with respect 1o the best fong-lerm interests of Oncor, Examples of this kind of behavior
might Include sctions regarding dvidend policy {Le., delaying dividend reductions in front of the largs cepital ivestment program), Ralings sould
also be downgraded dua to contagion nsk fastors assaclated with certaln financing activitles occurring at the parent company, EFHL

Rating Factors

Oncor Elsctiric Delivery Company LLC

. Current Moody's 12.18
[Regulated Electric and Gas Utilities industry [1]12] urres Moodys 1218
143142010 View” s of June 1,
- 2011

Factor 1: Regulatary Framework {25%) Measure [Score Measure Seore
2) Regulatary Framework A A
Factor )2:Abii§ty To Racover Costs And Eamn Returns ‘ ,

{25%, .
a) Abflity To Recover Costs And Earn Relurns : Baa Baa
Factor 3 Diversification {10%)
a) Marhat Pasition {10%) . Ba Ba
b} Genaration and Fuel Diversity (0%) NA& “1Na
Factor 4; Financlal Strength, Liquidity And Key Financial

Metrics (40%)
a) Liguidity (10%) Boa Baa
b} CFO pre-WC + Interestf Interest {3 Year Avg) {7.5%) 3.82 Baa 3.0%- 4.0 Baa
5) CFO pre-WC / Debt {3 Year Avg) {7.5%) 16% | Baa 15% - 20% Baa
) CGFO pre-WG - Dividands / Debt {3 Year Avg) (7.5%) 5% Ba 0%~ 17% Baa
o) DebtCaptalzation {3 Year Avg) (7.5%) 43% A L 40%-45% ‘A
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* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT
THE VIEW

OF THE ISSUER; AND UNLESS NOTED IN THE TEXT
DOES NOT INCORPORATE SIGNIFICANT ACQUISITIONS
OR DVESTITURES

{11 A4 ratios are calculaled using Moody's Standard Adjusimants, (2] As of 12/21/2010Q; Sewrce: Moody's Financial Metrics

Mooby’s
INVESTORS SERVICE

& 2011 Mooty's ievestars Service, inc, andfor Its censors and affilates (coliectively, "MOODY'S™), All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS"} CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBTAIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTTTY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCISL LOSS
IN THE EVENY OF DEFALLY. CREDIT RATINGS DO ROT ADURESS ANY OTHER RISK, INGLUDING BUT
NOT LIMITED TO: LIGUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT, CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCLAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, DR HOLD PARTICULAR SECURITIES, CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MiS ISSUES ITS CREDIT RANNGS
WATH THE EXPECTATION AND UNBERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT {5 UNDER CONSINERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL NFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMTED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MaY BE COPIED OR QTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMNATED, REDISTREBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR [N PARY, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MO0ODY'S PRIOR WRITTEN
CONSENT. Al information contained hersin is cblained by MOODY'S fram sturces belisved by it to be accurate and
raliabla, Because of the possibllity of human or meshanical srror as well as othar factors, howaver, e¥ information
eontalnad hereln Is providad "AS 18" without warranty of any Krid, MOCDY'S adupls aff s Y s 50 that
the information it uses in assigning 3 cradit rating i3 of sulfioient quality snd from sources Moody's cansiders o be
reliabls, Including, when appraprate, independent third-parly sources, However, MOODY'S is nol an auditor and
cannot in avary instange indepandantly verify or validale Information recelved in the rating process. Under no
eroumstances shall MOODY'S have any lialility to any person or entity for (8} any loss or damage in whole or in pant
naused by, resulting from, or relaling 1o, any error {negligent or otharwise) or other circumstance or contingancy within
or cutsida ihe santrol of MOQDY'S or any of its directors, offcers, amployees or agenis in connection with the
procurement, collaction, complation, analysls, interpratation, communication, publication or delivery of any such
information, or (b} any direct, indirect, special, consequential, compensatory or incidental damagss whatsoever
{including without mitation, lost profiis), even if MOODIY'S Is advisad in advance of the possibillty of such damages,
resulting rom the use of or inability 1o use, any such information. The ratings, financlal reporting analysts, profections,
and other observations, if any, constiuting part of the information contained herain are, and must bie construed sololy
gs, stataments of oplnion and not siatements of fact or recammendations {o purchase, sell or hold any securilies,
Each user of the information contained herein must make its own sludy and svaluation of each securty T may
consider purshasing, holding or sefing. NGO WARRANTY, EXPRESS OR IWPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPRNION OR INFORMATION 8 GVEN OR MADE BY MOODY'S INANY FORMOR
MARNER WHATBOEVER.

WIS, a wholly-ownad credit rating agency subsidiary of Moody's Corporation ("MGGO"), hersby discloses that most
lasuers of debt securiies {including corporate and municipal bands, debentures, notes and commerclal paper) and
preferred stock rated by M have, prior fo assigrment of any raling, agresd (o pay io MIS for appraival and ealing
services rendared by & fees ranging from 31,500 to approximately 52,500,000, MO and MS also maintain policles
and procedures o address s independence of M's ralings and ruling processes. nformation regardng cerlain
atiilations that may exist between dirsstors of MCO and rated satities, ard batwaen entifes who bold ratings from MS
and have alsa puilicly repored o the SEC an cenership intersstin MCO of mare than 5%, 15 posted anmually &t

urdler the heading "Shareholder Relalions — Comarale Sovemancs — Direstor and Sharehoider
Affliaton Policy”

DKT 46238 STAFF RF1 3et 1 QN 1-1 [ONCOR} VOL 0008886



¥
Any publication inta Australia of this document Is by MOODY'S affiliste, Moody's lvestors Senvice Pty Uimitad ABN 81
003 399 657, which holds Australlan Financial Services Licensa no. 336869, This document is intended to be provided
anly to "wholesala clisnts” within the meaning of section 7616 of the Carporations Act 2001, By continuing to atcess
this docurnant from within Austraila, you represent io MOODY'S that you are, or are accassing the documentas a
represertative of, a "wholesale cliant” and that neither you nor the entlty you represent will direstly or indirectly
disgaminate this document or ils contents o "ratall clienis™ within the meaning of section 761G of the Corporations
Act 2001,

Notwithstanding the foregaing, cradit ratings sssigned on and after Octobar 1, 2010 by Maody's Japan KK, 'MIKK")
ara MIKK's current opinions of the relative future credit risk of entities, cradil commitments, or debt or dabtlike
securities. In such a case, “MIS" In the foreguing statemnents shall be deemed to be replaced with “MIKK®, MIKK s a
wholly-ownad credit rating agency subsidiary of Moody's Group Japan G.K,, which Is wholly owned by Moody's
Overseas Holdings Inc., a whelly-owned subsidiary of MCQO,

H

This credit rating {5 an opinlon a8 o the creditworthiness or 2 dabt obligation of the issuer, not on the equity securities
of the issuer or any form of securlly that s available to retall investors, it would be dangerous for ratall investars lo
make any investment decision based on this eredit rating. i in doubt you should contact your financisl or other
prafessional adviser.

.
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FitchRatings |
FITCH UPGRADES ONCOR TO 'BBB'; OUTLOOK STABLE

. Fitch Ratings-New York-26 August 2011: Fitch Ratings has upgraded Oncor Electric Delivery
Company LLC's {Oncor) Long-term Issuer Default Rating (JDR) to 'BBB' from 'BBB-'. The long
term security ratings have also been upgraded by one-notch. The short-term (DR is affifmed at F3',
The Rating Qutlook is Stable. A full list of ratings actions is provided below.

The upgrade reflects consistent strong performance by the utility over the last two years driven by a
rebound in sales volume growth and balanced outcome of recent rate cases that have led to a steady
improvement in key credit metrics. Fitch expects profitability and credit metrics to continue to
appreciate over the forecast period led by significant transmission build out that is well supported
by constructive regulation. Management's refinancing initiatives in the fall of 2010 extended a
portion of 2012-13 debt maturities, thus, lowering re-financing risk emanating from the concems:
sarrounding the financial health of its ultimate parent, Energy Future Holdings Corp, (IDR CCC).

Oncor plans on spending close to 36 billion in 2011-15 on capital expenditure, a majority of which
is driven by transmission grid expansion and the Competitive Renewable Energy Zone (CREZ)
“projects. Various tracker mechanisms allow Oncor to earn a return on transmission related capital
investment with micimal regulatory lag. Oncor has been succegsful in achieving reasonable
resolution to its regulatory rate filings, including the most recent rate review for which a settlement
has been reached between the utility and the intervenors and a final order is expected shortly from
the Public Utility Commission of Texas (PUCT).

Oncor's profitability since 4Q'09 has benefited from a rebound in Texas economy that has resulted
in a recovery of clectricity demand from the large commercial and industrial sector.
Weather-adjusted residential sales are also expanding, albeit the trend is still muted. Even with a
modest growth expectation in electric sales, Fitch expects Oncor's Earnings Before Interest,
Depreciation and Taxes (EBITDA) to Interest ratio to approach 4.8 times (x) and Debt to EBITDA
to be in the 3.5x range, which is strong relative to Fitch's guideline ratios for a low risk, regulated,
'BBB' issuer. Fitch expects Oncor’s Funds Flow from Operations (FFO) metrics to be even stronger
relative to rating category guidelines over 2011-12 driven by bonus depreciation. Fitch expects FFO
to Debt ratio over 2011-12 be in the 22% range before moderating to 17-18% in 2013 and beyond
without bonus depreciation benefits.

Fitch considers the key rating factors for Oncor to be: 1) the stability of existing regulated utility
cash flows; (2) relatively strong service territory; (3) credit ratios commensurate with the new rating
level; and (4) effective ring-fencing from a highly leveraged parent,

While Fitch considers Oncor to be effectively ring-fenced from the rest of the EFH group, its credit
market access or credit spreads could nonetheless become constrained by further deterioration in
the financial condition of EFH and non-ring-fenced affiliates. Relative to its peers, Oncor exhibits a
limited source of equity funding given the poor financial health of its parent. Oncor is already
severely curtailing the upstream dividends in order to maintain equity to capital within the 40%
minimum PUCT-required level given its large capital spending plans.

Liquidity is satisfactory. Oncor has a 32 billion revolving credit facility due October 2013. There
were borrowings of $580 million as of June 30, 2011 and letters of credit outstanding of $6 millicn.
Fitch expects Oncor to refinance remaining debt maturities in 2012 (3375 million) and 2013 (3525
millicn) as well as address the revolver maturity well ahead of its expiration date.

Fitch has taken the following rating actions on Oncor:

--Long-term IDR upgraded to "BBB' from 'BBB-
--Senior secured debt upgraded to 'BBB+ from 'BBBY
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~-Short-term IDR. and commercial paper affirmed at 'F3',
The Rating Qutiook is Stable,

Contact:

Primary Analyst
Shalini Mahajan, CFA
Director
+1-212-808-0351
Fitch, Inc.

One State Street Plaza
New York, NY 10004

Secondary Analyst
Sharon Bonelli
Managing Director
+1-212-908-0581

Committee Chairperson
Glen Grabelsky
Managing Director
+1-212-908-0577

Media Relations: Brian  Bertsch, New York, Tel: +1  212-508-0549, PEmail:
brian.bertsch@fitchratings.com.

Additional information is available at 'www fitchratings.com’,

Applicable Criteria and Related Research:

-~'Corporate Rating Methodolegy', Aug. 16, 2010;

--'Rating North American Utilities, Power, Gas and Water Companies', May 16, 2011;
-'Parent and Subsidiary Rating Linkage', July 14, 2010,

Applicable Criteria and Related Research:

Corporate Rating Methodology

httpy/fwww fitchratings comv/ereditdesk/reportsireport_frame.cfm7rpt_1d=647229
Rating North American Utilities, Power, Gas, and Water Comnpanies

hitpr/iwww fitchratings.com/ereditdesk/reports/ireport_frame.cfm?rpt_id=625129
Parent and Subsidiary Rating Linkage

hitp:/iwww. fitchratings.com/ereditdesk/reporisfreport_frame.cfm?rpt_id=647210

ALL FITCHI CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HITP/FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN  ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
ON THE AGENCY'S PUBLIC WEBSITE "WWWFITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCHS CODE OF CONDUCT, CONFIDENTIALITY, CONWFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE.
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Dimitri Nikas, New York {1} 212-438-7807; dimitri_nikas@standardandpoors.com

Secondary Gradit Analyst
fodd A Shipman, CFA, New York {1} 212-438-7878; todd_shipman®@standardandpoors.com
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Table Of Contents

Major Rating Factors
Rationale

Qutlook

Financial Risk Profile

Related Criteria And Research

wwwstandardandpoors.com

@ Standaed & Paar's, AR ngnts wesarved, No 1a00a8 of disseimanation wibout Sardand & Poor's permssion
2 “erms of 1Ssa/Cistlaimat o0 tha last page.

DKT 46238 STAFF RFi 8et 1 QM 1-1 [OHCORIVOL 00d8692



¢

Oncor Electric Delivery Co. LLC

Major Rating Factors
Strengths: ir’mm R i

+ Low-operating-risk electricity transmission and distribution operations with 8BR+/Stable/NR
no commodity exposure;

o Effective management of regulatory relations, leading to gcncrally
constructive regulatory ourcomes;

« A large service territory with generally attractive demographics; and

» Adequate liquidity and proactive management of débt maturitics.

Weaknesses:

» Aggressive debt leverage;

¢ A large capital spending program for transmission projects; and

s The ongoing need to maintain separateness undertakings from majority owner Energy Future Holdings Corp.

Rationale

Standard & Poor's Ratings Services' ratings on Oncor Electric Delivery Co. LLC reflect the company's stand-alone
business and financial risk profiles. Oncor Electric Delivery Holdings Co., a wholly owned subsidiary of Energy
Furure Holdings Corp. (EFH; CCC/Negative/~), owns 80.033% of Oncor, and Texas Transmission Investment LLC
owns 19.75%. Texas Transmission is indircctiy owned by a private investment group led by the Ontario Municipal
Employees Retirement Service Administration Corp., acting through its infrastructure investment entity, Borealis ‘
Infrastructure Management Inc; and by the Government of Singapore Investment Corp., acting throuvh its
private-equity and infrastructdre arm, GIC Spﬁcml Investments Pre. Ltd.

The ratings on Oncor incorporate, in addition to the stand-alone business and financial risk profiles, a number of
structural, legal, and regulatory provisions that allow Standard 8 Poor's to view the company separately from irs
majority owner, EFH. These provisions include:

« The sale of 19.75% of Oncor to Texas Transmission, which is a third-party, unaffiliated investor with sufficient
rights and board representation to prevent EFH from harming Oncor's credit profile--namely, the ability to veto
changes in Oncor's dividend policy, requirement to consent to the institution of bankruptcy or insolvency
proceeding against Oncor, approval gver material transactions between Oncor and its non~ring-fenced affiliates,
approval over the annual budgsr if it is reduced by 10% or more from the prior year's amount, and the ability ta
prevent dividend distributions if it is in the best interests of Oncor to retain such amounts for future capital
requirements;

» Legal ring-fencing, including a non-censolidation opinion and separateness undertakings (such as arm's-length
transactions between Oncor and EFH, and the inability of Oncor to extend financial support to or receive
financial support from EFH), and six independent directors who are required by law to consider only the interests
of Oncor and its ereditors when acting or voting on any material acmm, o of whom are special independent
directors;

v

» Limitations on distributions {equal to net income) combined with a limitation on the capital structure (§0% dabt

Standard & Poor’s | Research | August 10, 2011
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Oncor Electric Delivery Co. LLC

and 40% equity); and

s Commitments to the Public Utilicy Commission of Texas (PUCT} ro maintain tha 60% debt and 40% equity
capital structurs, incur a certain amount of capital spending by 2012, and maintain certain reliabilicy standards,

Oncor is an electric transmission and distribution company operating in north central, sastern, and westers Texas,
including Dallas. Oncor has an excelient business risk profile and an aggressive financial risk profile. (For more on

business risk and financial risk, see "Business Risl/Financial Risk Mateix Expanded,” published May 27, 2009, on
RatingsDirect on the Global Credit Porral.)

Oncor's excellent business risk profile reflects the company's electric distribution and transmission business, which
has low operating risk, no commodity exposure, and a large service territory with generally attractive demographics.
The excellent business risk profile also accounts for the company’s efforts to reach regulatory outcomes that are
generally supportive of credit qualiry, In May 2011, Oncor reached 2 settlernent in the rate case i¢ filed in January
2011, which requested a $353 million base rate increase based on a rerurn on equity (ROE) of 10.25% and a capical
structure of 55% debe and 45% equity, The settlement, which awaiss final approval from the PUCT, provides for a
base rate increase of $137 million {$93 million effective July 2011, with the balance effective from January 2012)
based on a 10.25% ROE and a capital strucrure of 60% debt and 40% equity.

Although Oncor owns the transmission and distribution systams that deliver eleciricity to retai] and commercial
users, its customers actually consist of more than 75 1etail electricity providers {REPs) that operats within its service
territory. Of these REPs, Texas Competitive Energy Holdings Co. LLC (TCEH), an EFH affiliate, accounted for
38% of Oncor's 2010 revenues, while subsidiaries of 2 non-affiliated REP accounted for 12%. Of the remaining
REPs, no other entity accounted for more than 10% of Oncor's 2010 revenues. Oncor relies on these REPs to remit
timely payinents for distribution services rendered; a default by a REP would cavse delays in payment and could
pressure Oncor's liquidity, As of June 30, 2011, Oncor’s trade accounts receivable from TCEH were $168 million,
or about 11% of revenues for the period. If 2 REP declares bankruptey, Oncor can recover the amounts not received
by deferring such amounts as a regulatory assets and then requesting recovery through a rate case filing, although
this rule applies only ro non-affiliaced REPs and not to TCEH. In case of any default in the payments of accounts
receivable by TCEH, Oncor can recover any claims by withholding distributions 1o the two owners until it is made
whole., Additionally, if TCEH were to delay or stop payments, Oncor would have a senior unsecured claim againse
TCEH, However, our recovery analysis on EFH suggests that recovery on senior unsecured claims against EFH or

its affiliates would be very small, if not zero, because EFH and its subsidiaries have large amounts of senior secured
debt,

In January 2009, the PUCT awarded Oncor 17 rransmission projects relating to competitive renewable energy zones
{CREZ}, which will provide load areas with access to wind-generased electricity, The total cost of these transmission
projects is now estimated to be 82 billien. At June 30, 2011, the PUCT had approved all 17 projects and had issued
14 Certificate of Convenicnce and Necessity amendments, Oncor has spent $338 million as cumulative capital
expanditures on the CREZ projecrs and expecrs to incur capital expenditures of about 3600 million in 2011 {our of
which, $222 million had been incurred during the six months ended June 30, 2011). Oncor recovers the related
capital costs and rerurn under a rransmission cost recovery mechanism once the projects are in service, The
transmission cost recovery mechanism adjusts semiannually. In June 2011, Oncor filed for an inzrease in it

transmission cost recavery factor, which the company expects will incresse revenues by about $48 auflion, effective
in September 2017,

www.standardandpaors.com
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Omncor Electric Delivery Co. LLC

Oncor's finarcial risk profile is aggressive. The company projects that its capital spending program will toral $3.6
billion from 2011 to 2013, with about $1.4 billion incurred in 2011, Given the lag in recovering the relaced
invesrment, we expect the financial profile 1o weaken from current levels, while still remaining sufficient to support
current ratings, but with a reduced cushion. As CREZ investments peak in 2012 and funding needs increase,
Standard & Poor's expects that Oncor'will materially decrease distributions to its rwo owners to preserve the stated
capital structure and provide some financing flexibility during this period. For the six months ended June 30, 2011,
Ouncor distribused about 840 million to its ownars, compared to §108 million last year during the same period.

For che 12 monchs ended June 30, 2011, adjusted funds from operations (FFQ) were $972.9 million, and adjusted
total debe was $6 48 billion, excluding 5611 million of securitized debt. Adjusted FFQ interest coverage was 3.5x,
adjusted FFO to total debt was 15.0%, and adjusced total debt to total capital was 66%. Oncor's cash flow
generation benefited from a change in bonus depreciation rules that resulted in fower cash taxes for the six months
ended June 30, 2011, In computing debt leverage, Standard & Poor's deducts the entire amount of goodwill
contributed to Oncor by EFH as 2 result of purchase accounting rules; this totaled $3.7 billion as of Dec. 31, 2010.
In addition, Standard & Poor's computes adjusted debr leverage by including both long- and short-term del:.»t, unlike
the regulatory computation, which incorporates only long-term debt, As of June 30, 2011, short-term debr increased
to $580 million, as compared 1o 8377 million as of Dec. 31, 2010,

Liquidity ,
Oncor has adequate lquidity o cover its needs over the next 12 months, even if FFO declines. {For more on

liquidity, see "Standard & Poor's Standardizes Liquidity Descriptoes For Global Corporate Issuers,” published July
2, 2010.} We base our liquidity assessment on the following factors and assumptions:

» We expect the company's liguidity sources (including cash, FFO, and credit facility availability) over the next 12
to 18 months to exceed its uses by more than 1.2x.

» Even if FFO declines by 15%, we believe sources of cash would still exceed uses by more than 1.2x.

» Oncor has no debt maturities in 2011 and has a $376 million debt matucity in 2012 followed by a $524 million
maturity in 2012.

In our analysis, we have assumed liquidicy of about §2.5 billion over the next 12 months, primarily consisting of
cash on hand, FFO, and availability undsr the revolving credit facilities. We estimate the company will use about
$1.5 billion over the same period, mainly for capital spending, dsbt maturities, working-capital needs, and
distributions to the two owners. -

Oncor has a $2 billion revolving credit facility that matures in October 2013 and had §1.292 billion undrawn as of
June 30, 2011, The current availability excludes $122 million in commitments that a subsidiary of Lehman Brothers
Inc. provides. The credit facility is secured and is pari passu with Oncor's other sccured debr obligations.

The company has good relationships with its banks, in our assessmens, and has a good standing in the credit
markets, having successfully issued debt in late 2010 and effectively managed the debt maturity schedule during the
same time,

Given majority owner EFH's weak financial condition and speculative-grade rating, a key rating factor for the
company is prudent management of Oncor's liquidity position, including timely renewal of the revolving credic
Facility, because events that may pressure Houidity will pressure the current ratings.
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Oncor Electric Delivery Co. LLC

Recovery analysts

‘We assign recovery ratings to first-mortgage bonds {FMBs) issued by investment-grade U.S. utilities, which can
result in higher issue ratings than a udlity's corporate crediv rating {CCR) depending on the CCR caregory and the
extent of the collateral coverage. We base the investment-grade FMB recovery methodology on the ample hiscorical
record of nearly 100% recovery for secured bondholders in utilicy bankrupeeies and cur view that the facrors that
supported those recoveries (limited size of the creditor class, and the durable value of urility rate-based assers during

and after a reorganization, given the essential service provided and the high replacement cost} will persist in the
furure,

Under our notching criteria, we consider the limitations of FMB issuance under che utility's indenture relative to the
value of the collateral pledged to bondholders, management's stated intentions on future FMB issuance, and the
regulatory limitations on bond issuance. FMB ratings can exceed a utility’s CCR by up to one notch in the A’
category, two notches in the 'BBR' category, and chree notches in speculative-grade categories. (See ® Changes To

Collateral Coverage Requirements For "1+ Recovery Ratings On U.S. Utility First Mortgage Bonds,” published
Sept. 6, 2007.}

Oncor's FMBs benefit from a first-priority lien on substantiaily all of the utility's real property owned or

suhsequentdy acquired. Collateral coverage of less than 1.5x supports 2 recovery radng of '1° and an issue rating one
notch above the CCR.

Qutlook

The stalile outlook on the rating incorporates expectations of generally stable, albeic modestly weakening, financial
performance over the next 12 ro 24 months stemming in large part from the company's planned investmenc in the
CREZ projects, We expect that the CREZ investments will peak in 2012, thereby placing pressure on the
consolidased financial profile during that time. Standard & Poor's base case projections for Oncor incorporate an
aggressive financial risk profile over the next 12 1o 24 months such thar adjusted FFO to interest coverage
consistently exceeds 3x, adjusted FFO to 1otal debe is more than 14%, and adjusted total debt to toral capiral is less
than 65%, including short-tarm debr and excluding the impact of purchase accounting. Absent such credic

protection measures over the next few years, Oncor's credit quality will deteriorate and we will lower the ratings on
Oncor.

Standard & Poor's also expects that Oncor will continue to proacrively manage its refinancing needs to maintain its
adequate levels of lquidity. We visw adequare liquidity as very important for Oncor because, despite the existing
separateness undertakings with majority owner EFH, adverse developments at EFH may make it difficuit for Oncor
ra access the capital markets when it needs to, We would also lower the ratings on Oncor if the company fails to
effecrively manage regulatory risk and is unable ro recover its investments in a timely marner, if thers is pressuce
from majority owner EFH to make excess distributions that would weaken Oncor’s credit profils, or if any of the
separateness undertakings currently in place are compromised. Given Oncor’s aggressive financial risk profile and

che level of debt leverage we expect, we do not contemplate a higher rating, despite the company’s excellent business
risk profile.

www.stardardandpoors.com
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Oneor Electric Delivery Co. LLC

Financial Risk Profile

Accounting
Oncor's financial statements are prepared in accordance with U.S. generally accepted accounting principles and are
audited by Deloitte & Touche LLP, which provided an unqualified opinion on 2010 results.

Oncor securitized stranded costs relating to its generation assers. Because this debt is nonrecourse to the company
and the bondholders have 2 claim only on the transition charges collected through rates, in 2010, Standard & Poor's
made analytical adjustments to remove the following:

* $667.3 million of securitized debt from total reported debt;
s $107.8 million of securitization-related principal from revenues and depreciation; and
» $37.3 million of securitization-related interest expense from revenues and interest expense.

Standard & Poor's also adjusts Oncor's financial statements for certain off-halance-sheet obligations. For 2010,
Standard & Poor's added $979.6 million as a debe-like obligadon for the pension-funding shortfall that relates 1o
Oncor's portion of EFH's total pension cbligations. In addition, we added $35.6 million relating to the

, capiralization of operating leases and $108 million in accrued interest not reported as debe.

In computing debt leverage, Standard & Poor's reduces the amount of equity on the balance sheet by an amount
that is primarily equal to the goodwill resulring from the leveraged buyour of Oncor's majority owner, EFH. As of
Dec, 31, 2010, this amount was $3.78 billion.

Related Criteria And Rescarch

s Standard & Poor's Standardizes Ligunidity Descriptors For Global Corporate Issuers, July 2, 2010

» Business Risk/Financial Risk Marrix Expanded, May 27, 2009

» Changes To Collateral Coverage Requirernents For *1+' Recovery Ratings On U.S. Utilicy First Mortgage Bonds,
Sept. &, 2007

N industry Sactor: Electric

A Oneer Flectric Delivary Gn, Consolidated Edison
L ConterPoint Energy Inc, NSTAR inc,
Rating as of Aug. 10, 2011 HBB+/Stabla/- H88/Positive/A-Z Av/Watch Neg/A1 A-fStablefAs2
’ --Average of the past thres fiscal years—
{KEL S} : .
Hevanues 2,582.8 91243 29539 13,3133
£BITDA 13138 17308 BO8.8 27250
Netingome from continuing §1.7 4203 w 2382 9347
aperations )
Funds from operations {FFO) @e7 - 12071 5528 . 20931
Capital expenditures 975.8 1,2020 3974 21883
Free opsrating cash flow {©4.1} {389} 1378 zon
Discretionary cash flow mn . © {3202 224 {8208}
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Oncor Elsctric Delivery Co, LLC

Tahle
DRcog EleetigDel x AMEEHERT (o e 2 M X B S R o
Cash and short-tamn 82.0 683,7 53.5 2240
investments
[abt 88117 802538 31880 134710
Equity 31318 28287 1,686.6 04425
Adjusted ratios
EBITOA margin (%) 50.5 190 273 205
EBITDA interest coverags X} 40 34 8.3 44
EBIT interast coverage 14 28 23 kA 12
Return on capital {%) 89 81 87 9
FFO/deb {%) 158 150 113 155
Fm;a operating cash flow/debt {18 0.8 4.3 {15}
%
Daat/ERITDA 44 45 40 48
Tatai debt/debt plus equity {%} 850 75.4 529 56.3
Tahle 2

industry Sactor; Electric

AL IO W ‘:3
RTE IR 7. S U SO TE PR S

~Fiscal year ended Des, 31~

2010 2608 2048 2087 2006
Hating history BBB+/Stable/~ BOB«/Stable/~ BBR+/Stahis/~ BOB-/Waich Dev/~ BBB-/Negative/-
{041, 5}
Ravenues 27689 25448 24349 23541 23081
EBITDA 1483.3 12431 1215 11443 1104 9
Net income from continuing operations 382 320 {487 azn 344
Funds from operations {FFO) 1014.3 and 7808 7744 7532
Capital expenditures 10224 10108 8941 700, 8358
Dwidends paid 21 iz 1583 38 30
Debt 6278.8 57325 5423.7 450258 KRN
Pretarred stock ¢ 2 3 8 Y
Equity 3287 0w 30849 30481 2875
Dabt and snuity 95158 Ba21.5 24886 15518 §707.7
Adjusted ratios
EBITDA margin (%) 516 48 43 485 473
EBIT intareat coverage [0 3 8 3 3 3
FFO intarast covarags {4 i8 38 4 a8 4.4
FFO/debt{%) 18.2 151 148 112 W02
{iiscrationary cash Row/dent (%) fag ] A 6.5 {113
Net cash flow/capital expenditures [%) 738 £4.2 58,54 4 494
Dabirfdebt and souity {%) &8 &5 63.9 588 555
Return on capital %! g 85 3.z 85 94
Return on commen equity (%) 5.1 4.7 {R.B) 3 114
Common dividend pavout ratio lunadjustad) (%) 539 a5 {678} 937 awa
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Onecor Electric Delivery Co. LLC

Table 3

Reconciiation 0L ONCOREIBGIH Delwery £

--Fisual year ended Bec 31, 2810-.

Oncor Electric Delivery Co, L1G reported amounts ~

Cashflow Cashflow
Sharcholdars’ Operating  interest from from Dividends Capital
Dabt enuity Revenues EBITDA  income expense opsrations operations paid expenditures

Reported 5,823.0 5,3889 29140 15210 8480 3470 10880 10880 M0 10200

Standard & Poor's adiustments

Operating 358 - - 23 23 23 0.7 107 - 44
laases -

Postratirement 9798 -
benefit
ubligations

Capitalized o -« - - 7 - 0 2.0 2.0
intarest

Securitized {667.3) - {145.1) {145 {313 {373 {107.8) {107.8} - -
utility cost
recovery

105.0 105.0 460 {6.5) {6.51 = -

I

2.0

Reclassification - - - - 8540 - - - - -
of nonoperating

incoms

{expensas)

R?classiﬁcation - - - - - - - 20 ~ -
0 -
working-capital ‘
cash flow

changes

Accrued 1480 - - - - - - - - -
interest not

included in

reported debe

Equity ~ other .. 375 - - - - - - - ”

Total 4558 {37510 {1451} 310 136.1 131 i {837} N 24
adjustmants ;

Standard & Poor's adjusted amounts

Cash flow Funds -
! interest from from Dividends Capitai
Debt Enuity Ravenues EBITDA EBIT expense operations operations paid _expenditures
Adjustad 62788 32370 27688 14833 984.1 380.1 9592.3 1,014.3 2110 10224
Tabla 4 y
: ] | % R TR AT : :
2011 () 2018 2663 2008 207
£lactric anergy billed volumes {gigawalt-hour} R XA 108,323 133,176 147 828 105,428
{hangs Fram prior period N/A ,58% {4.1%) 2.3% N/A
Electricity distribution points of dslivary kAL . KRN 3,145 3123 309
Change from prior peried 1% 3.8% 0.7% 1.0% N/A
Systam average interruption duration index™ q28 96.6 84.5 g4 - 778
Systarn averaga interruption fraquency indexd 12 13 1.1 11 11
Customer average internsption duration index§ i €13 2 s 12 747 708
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