
Summary: Oneor 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, cornpared with $80 million 

during the same period in 2011. 

Liquidity 

Oncor's liquidity is "strong" under Standard & Poor's liquidity methodology criteria. We base our liquidity assessrnent 

on the following factors and assumptions: 

• We expect the companys liquidity sources (including no and credit facility availability) over the next 12 months to 

exceed its uses by more than 1.5x. 

• Oncor has no long-term debt maturities due until 2015. 
• Even if EBITDA decreases by 30%, we believe net sources of liquidity will exceed liquidity 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 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 availability under the revolving credit facilities. We estirnate the 

company could use up to $1.4 billion during the same period for capital spending, debt maturities, and shareholder 

dividends. 

Oncor has a $2.4 billion revolving credit facility expiring in October 2016, which had about $1.6 billion available as of 

Sept. 30, 2012. The credit facility is secured and is pari 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 

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 our description of liquidity as 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 separateness 

undertalcings with majority owner EFH, adverse developments at EFFI may make it difficult for Oncor to access the 

capital markets when it needs to and under favorable terrns. 

Recovery analysis 
We assign recovery ratings to first mortgage bonds (FIVIBs) issued by U.S. utilities, which can result in issue ratings 

being notched above a utilitys corporate credit rating (CCR) depending on the rating category and the extent of the 

collateral coverage. The FMBs issued by U.S. utilides are a form of "secured utility band" (SUB) that qualify for a 

recovery rating as defined in our criteria (see "Collateral Coverage and Issue Notching Rules for '1+ and '1' Recovery 

P.atings on Senior Bonds Secured by Utility Real Property', published Feb. 14, 2013). 

The recovery tnethcdology is supported by the ample historical record of 100% recovery for secured bondholders in 

utility bankruptcies in the US. and our view that the factors that enhanced those recoveries (limited size of the creditcr 

class and the durable value of utility rate-based as.sets during and after a reorganization given the essential service 

provided and the high replacement cost) will persist in the future. 

Under our SUB criteria, we calculate a ratio of our estimate of the value of the collateral pledged to bondholders 
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Summary: Oncor Electric Delivery Co. LLC 

relative to the arnount 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 1.5x supports a recovery rating of 1+ and an issue rating two notches 

above.  the CCR. 

Outlook 

The stable rating outlook incorporates Oncor's excellent business risk and aggressive financial risk profiles along with 

our expectations of generally stable financial perforrnance over the next 12 to 24 months as the company completes its 

planned capital investment in transmission piojects by 2014. Our baselineforecast is for FFO to total debt to be more 

than 15% and total debt to total capital to remain at about 66%, including short-tertn debt and excluding from equity 

an amount that is prirnarily equal to the goodwill resulting from the leveraged buyout of Oncor's majority owner, EFI-I. 

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 leverage exceed 66% to 673o, 

we would then lower the ratings on Oncor. In addition, any pressure from majority owner EFli to make excess 

distributions or any compromise of the separateness undertakings cuirently in place would also trigger a 

multiple-notch downgrade. Given Oncor's level of debt leverage, ive do not contemplate a higher rating, despite the 

company's excellent business risk profile. 

Related Criteria And Research 

• Liquidity Descriptors For Global Corporate Issuers, Sept. 28, 2011 
• Business Risk/Financial Risk Matrix Expanded, Sept. 18, 2012 
• Changes To Collateral Coverage Requirements For '1+' Recovery Ratings On U.S. Utility Pket Mortgage Bondi, 

Sept. 6, 2007 

Temporary contact numbers: Dimitri Nikes 646-584-8438; Gerrit Jepsen 917-584-2786 
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Revising Criteria For Recovery Ratings On Utility 
First Mortgage Bonds 
Primary Credit Analyst: 
Todd A Shipman, CFA, New York (1) 212-438-1000; todd_shipman©.standardandpoors.com 

Criteria Officer: 
Mark Puccia, New York (1) 212-438-7233, mark_puccia@standardandpoors.com  

NEW YORK (Standard A Poor's) Feb. 14, 2013--Standard & Poor's Ratings Services 
said today it raised issue ratings and revised recovery ratings for 22 U.S. 
issuers after revising its criteria for rating utility first mortgage bonds 
(see "Collateral Coverage And Issue Notching Rules For '1+ And '1' Recovery 
Ratings On Senior Bonds Secured By Utility Real Property," published Feb. 14, 
2014). it also lowered ratings on the bonds of three issuers (see li3t below). 
Now generically called "secured utility bonds" (SUB) in our criteria to 
reflect its global scope (the same types of bonds have various 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 che criteria will apply, how we 
define the collateral pledged to bondholders, and how we calculate the value 
of the collateral. (We had previously requested comments on the proposed 
changes to the criteria; see Request For Comment: Collateral Coverage And 
Issue Notching Rules For '1+' And '1' Recovery Ratings On Senior Bonds Secured 
By Utility Real Property," pUblished Sept. 26, 2012.) 

"In the most significant change, we will now use the amount of SUBs 
outstanding at the time of the recovery analysis in our calculation of nominal 
recovery expectations. We previously assumed the maximum amount permitted 
under the mortgage indenture," said Standard & Poor's credit analyst Todd 
Shipman. 

All investors and issuers who provided comments to Standard & Poor's an 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 feedback, 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 
U.S. 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 either.the issuer is not a utility or the bonds are not SUBs as now 
defined in the criteria. 

RATINGS LIST 
Ratings Raised 

To 	 From 
Ameren Illinois Co. 
Senior secured 	 BBB+ 	BBB 
Recovery Rating 	 1+ 	 1 
CenterPoint Energy Houston Electric LLC 
Senior secured 	 A 	 A- 
Recovery Rating 	 1+ 	 1 
Central Maine Power Co. 
Senior secured 	 A 	 A- - 
Recovery Rating .. 	 1+ 	 1 
Cleveland Electric Illuminating Co. 
Senior secured 	 BBB+ 	BBB 
Recovery Rating 	 1+ 
Connecticut Light & Power Co. 
Senior secured 	 A 	 A- 
Recovery Rating 	 1+ 	 1 

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

Entergy New Orleans Inc. 
Senior secured 	 A- 	 BBB+ 
Recovery Rating 	 1+ 	 1 
Entergy Texas Inc. 
Senior secured 	 A- 	 BBB+ 
Recovery Rating 	 1+ 	 1 
Indianapolis Power & Light Co. 
Senior secured 	 BBB+ 	BBB 
Recovery Rating 	 1+ 	 1 . 
Kansas City Power & Light Co. 
Senior secured 	 A- 	 BBB+ 
Recovery Biting 	 1+ 	 1 
Kansas Gas & Electric Co. 
Senior secured 	 A- 	 BBB+ 
Recovery Rating 	 • 	 a+ 	 1 
Laclede Gas Co. 
Senior secured 	 A+ 	 A 
Recovery Rating 	 1+ 	 1 

Nevada Power Co. 
Senior secured 	 BBB+ 	BBB 

Standard 8c Poor's I Research I February 14, 2013 
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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 

Recovery Rating 	 1+ 	 1 
Northwest Natural Gas Co. 
Senior secured 	 AA- 	A- 
Recovery Rating 	 1+ 	 1 

Ohio Edison Co. 
Senior secured 	 BBB+ 	BBB 
Recovery Rating 	 1+ 	 1 

Oncor Electric Delivery Co. LLC 
Senior secured 	 A 	 A- 
Recovery Rating 	 1+ 	 1 
Peoples Gas Light & Coke Co. (The) 
Senior secured 	 A 	 A- 
Recovery Rating 	 1+ 	 1 

Public Service Co. of New Hampshire 
Senior secured 	 A 	 A- 
Recovery Rating 	 1+ 	 1 

Sierra Pacific Power Co. 
Senior secured 	 BBB+ 	BBB 
Recovery rating 	 1+ 	 1 
Southwestern Public Service Co. 
Senior secured 	 A 	 A- 
Recovery Rating 	 1+ 	 1 
System Energy Resources Inc. 
Senior secured 	 A- 	 BBB+ 
Recovery Rating 	 1+ 	 1 
Wester Energy Inc. 
Senior secured 	 A- 	 BBB+ 
Recovery Rating 	 1+ 	 1 

Ratings Lowered 
To 	 Prom 

Allegheny Energy Supply Co. LLC 
Senior secured 	 BBB- 	BBB 
System Energy Resources Inc. 
Senior secured 	 BBB 	BBB+ 

Rating Lowered; Recovery Rating Withdrawn 
To 	 From 

Kansas Gas & Electric Co. 
Senior secured 	 BBB 	BBB+ 
Recovery Rating 	 NR 	 1 

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

The report is Available to subscribers of RatingsDirect on the Global Credit 
Poi:tal at www.glchalcredieportal.com. If you are not a RatingsDir3ct 
subscriber, you may purchase a copy of the report by calling (1) 212-418-7280 
or sending an e-mail to research_requestOstandardandpoors.com. Ratings 
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S&P Takes Rathtg 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 at www.standardandpoors.com. 
Members of the media may request a copy of this report by contacting the media 
representative provided. 

Standard 8c Poor's I Rerearch February 14,2013 

&ambit & Penes. All nohis memo No tom:ist a dissemination mitt Mg StlAdald & Poore emission. Sea Terms of Use/Oisetaimer on the last page. 

DKT 46238 STAFF RF1 Set 1 ON 1-1 [ONCOR] VOL 

  

000U607 

 



Ccpyright lei 2013 by Srariderd & Paces Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc.All rights reserved. 

No e.ontent (including ratings, crediteelated analyses and data, model, software or ether application or oureut terefrorre or any part thereof (Content) may be rreadied, 
reverse engmemed, reproduced or dietributed in any form by any (Ivens. or slated in a datatase or retrievel system, whhatn the prior written permission of S&P. The Content 
shall not be used for any unlawful or unauthorized purposes, 2LP, irs al filietes. and any third-party providers, as well as meir directors, offiors, shareholders, employees or 
aieents (collectively S&P Parties) do not guarantee the accuracy. completeness. timeliness nr availability of the Cortent. eeexP Partite are not responstle for any errors or 
omissions, regardless of the cause. for the results obtained from the use of the Content. or (or the security or maintenance of any data input by the user. The Contern is 
provided on en 'as is-  basis. See PARTIES OISCLAIM ANY AND ALL EXPRESS OR iMRIED WARRANTIES, INCWDING, 811T NOT LIMITED 70, ANY WAFAANTIES OF 
MERCHANTABILITY OR RTNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS. SOFTWARE ERRORS OFI OEFECTS, THAT THE CONTEN18 FUNCTIONING 
WILL BE UNINTEPRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATIGN, In no event shall S&P Parties be liable to wry 
party lor any direct, indirect, incidental, exemplary. compensatory. penitive special or consequential damages, costs. expenses legal lees. or losses (including, Without 
limitation, east income or lost profits and opportunity costs) in connection with ern, UM of the Content even if a evised of rhe possibility ot such damages. 

erode relatee analyses, including retings. and ctetements in the Content are statements of opnion as of the date they are expressed are not statements el fact or 
recemenencaunns to purchase, hold or sell ary securities or to make any investment decisions. S&P assurnee no obligeeen 10 epdate the Content following publication in arry 
form or tome Tee Content should not be relied on and is riot a substitute for the skill, judgment and experience el the free its management, employees, advisors andior 
chills when making invesunent and other business decisior.  en. S&P's opinion: and onalyses do not eddress the suitcbility of any security. aP does not act le a fiduciary or 
an investment advisor. Wilde S&P hflo obtained information frnm soerces it believes to be reliable. S&P does not perform an auoit and undertakes no duty el due ddigence or 
inoepeneent verification of any information it receives. 

SLP keeps cenain activities of its business Tits seperate from each other :r. order ta preserve the '.edependence and obentivity of their reflective activities. As a result, 

certain business units of S&P may have information that is rot availeble to other S&P butte., ss units. 'AP hes este hlishee policies and pr eiedure o rnainisin the 
confidentiality el certain nan-puulic ielarmatien received in onnection arith each analytical process. 

SeiP may receive ompensation Int rts wings and certain credierelated analyses. noire-ally from Issuers or underwriters ol secureies or from obligcrs. &P renentes the elle 
to dissent:rime its opinior,s and analyses. S&Fs public Wings ail analyses are made avaeable en its Web sees. www.standardandpours.com  (tree of cherge), ale 
www.ratingsdirect,com ane tmerw.glabalcieditpenal.com  etubscretionl, and may be distnbuted through other means. including via S&P publications and third-party 
redistetutors. Additiofial Mil:math:re about our raengs fees is evadable at www.standardandpoors.conVusratingsfees. 

FITIZaltreferffeepe  

wirmstandaidandpoors.com  

DKT 46238 STAFF RFI SI 1 ON 1-1 r.. CNCOR) VOL 



) 

0000609 



STANDARD 
&POOR'S 
RATINGS SERVICES 

s act 

Oncor Electric Delivery Co. LLC 
Primary Credit Analyst: 
Dirnitri NlIcas, New York (1) 212-43S-7807; dimintoikas standerdandpoors.com  

Secondary Contact: 	, 
Gerrit W Japsen, CFA, New York (1) 212-438-2529; gerritjepsen@standeniandpoors.corn 

Table Of Contents 

IVIajor Rating Factors 

Rationale 

Outlook 

Business Description 

Rating Methodology 

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

Financial Risk Profile: High Leverage Combined With Consistent Cash Flow 

Related Criteria And Research 

1411WW.STANDARDANDPOORS.COM/RATINGSDIRECT 
	

AUGUST 27, 2012 1 

1035101 1,0c4n.103 

DKr 46238 STAFF RF1 Set 1 QN 1-1 (ONCOPI VOL 	 000hlo 



t.roair  oossos....s.asss 
BBB+/Stable/NR 

Oncor Electric Delivery Co. LLC 

Major Rating Factors 

Strengths: 

• Low-operating-rislc electricity transmission and distribution operations with 
no commodity exposure; 

• Effective management of regulatory relations, leading to generally 
constructive rate-case outcomeso 

• A large service territory with generally attractive demographics; and 
• Strong liquidity and proactive management of debt maturities and liabilities. 

Weaknesses: 

• Aggressive debt leverage; 
• A large, albeit declining, capital spending program primarily for transrnission projects; and 
• The ongoing need to maintain separateness undertakings from majority owner Energy Future Holdings Corp. 

Rationale 

The ratings on Oncor Electric Delivery Co. LLC incorporate, in addition to the stand-alone 'excellent" business risk 

profile and "aggressive" financial risk profile, a nurnber of structural, legal, and regulatory provisions that allow 

Standard & Poor's Ratings Services to view the company separately tom its majority owner, Energy Future Holdings 

Corp. (EFH). These provisions include: 

• The sale of 19.75% of Oncor to 'Items Transmission Investment LLC, which is a third-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 bankruptcy 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 amount, and the ability to prevent dividend distributions if it is in Oncor's best interests to retain such 
amounts for future capital requirements. 

• Legal ring-fencing provisions. These include a nonconsolidation 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 creditors when acting or voting on any material action, two of whorn are special 
independent directors. 

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

low operating risk, lack of commodity exposure; arid serves a large customer base of more than 3.2 rnillion end users 

with generally attractnie demographics. Itiaddition, the excellent business 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 

INWW.STANDARDANDPOORS.COM/RATINGSDIRECT  
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Oncor Electric Delivery Co. LLC 

completed by 2014 they will have contributed to a material increase in rate 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 structure of 60% debt and 40% equity. 

Oncor's financial risk profile is aggressive, reflecting financial measures frorn our baseline forecast that are in the 

middle of the category and support current ratings. Our baseline forecast of funds from operations (FFO) to total debt 

of more than 15% and debt leverage that remains at about 66%, reflect steady economic activity in the company's 

service territory combined with a 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-term debt and 40% equity distributing any excess net income to its 

two owners. As ofJune 30, 2012, Oncor distributed about $105 million to its owners, compared with $40 million 

during the same period in 2311. 

Liquidity 

Oncor's liquidity is "stronr under Standard & Poor's liquidity methodology criteria. We base our liquidity assessment 

on the following factors and assumptions: 

• We expect the companys liquidity sources (including FFO and credit facility availability) over the next 12 months to 
exceed its uses by more than 1.5x. 

• Oncnr has no iong-term debt maturities dye until 2015. 
• Even if EBITDA declines by 30%, we believe net sources of liquidity will exceed liquidity 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 information available as of June 30, 2012, we assumed liquidity of about $2.6 billion over the 

next 12 months, consisting mainly of FFO and availability under the revolving credit facilities. We estimate the 

company could use up to $1.4 billion during the same period for capital spending, debt maturines, and shareholder 

dividends. 

Oncor has a $2.4 billion revolving credit facility expiring in October 2016 which had about $1.5 billion available as of 

June 30, 2012. The credit facility is secured and is part passu with Onco?s other secured debt obligations. 

Oncor's ability to absorb high-impact, low-probability events, its proactive handling of debt maturities and liquidity 

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 our description of liquidity as strong. 

Standard & Poor's also expects that Oncor will continue to proactively rnanage its financing needs to maintain strong 

levels of liquidity We view strong liquidity as very important for Oncor because, despite the existing separateness 

undertakings with majority ownef EFH, adverse developments at EFH may make it difficult for Oncor to access the 

capital rnarkets when it needs to and under favorable terms. 

Recovery analysis 

We assign recovery ratings to first-mortgage bonds (FMB) issued by investment-grade US. utilities, which can result in 
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Oncor Zlectric Delivery Co. LLC 

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 investrnent-grade FMB recovery methodology on the ample historical record of 

nearly 100% recovery for secured bondholders in utility bankruptcies and on 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 essential service provided and the high replacement cost) will persist. 

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 cart exceed a 

corporate credit rating on a utility by up to one notch in the 'N 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 utilitys real property owned or subsequently 

acquired. Collateral coverage of less than I.5x supports a recovery reale of '1' and an issue rating one notch above the 

corporate credit rating. 

Outlook 

The stable rating outlook incorporates Oncofs excellent business risk and aggressive financial risk profiles along with 

our expectations of generally stable financial perforrnance over the next 12 to 24 months as the companys planned 

capital investment in transmission projects completes by 'early 2014. Our baseline forecast is for FF0 to total debt to 

be above 15% and total debt to total capital that remains at about 66%, 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 Dec. 31, 2011, this amount was about $3.7 billion. Should FFO to debt decline below 15% on a 

consistent basis due to the inability to recover invested capital on a timely manner and should debt leverage exceed 

66% to 67% we would then lower the ratings onDncon In addition, anS,  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 leverage, 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. 

Oncor Electric Delivery Holdings Co., a wholly oivned subsidiary of Energy Future Holdings CorpL (EFH; 

CCC/Negative/—), owns 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 Ontario Municipal Ernployees Retirement 

Service Administration Corp. (acting through its infrastructure investment entity,,Borealis Infrastructure Management 

Inc.), and by the Government of Singapore Investment Corp. (acting throngh its private-equity and infrastructure arm, 

GIC Special Investments Pte. Ltd). Ratings on Oncor reflect the company's stand-alone business ancl financial risk 
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profiles. 

Rating Methodology 

Oncor is rated separately and on a stand-alone basis from its majority owner, Energy Future 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 appointment of two directors that 
have veto and voting rights that are disproportionate to Texas Transmission's ownership interest in Oncor. 

• Legal ring-fencin& including nonconsolidadon opinion and separateness undertakings (arm's-length transactions 
between Oncor and EFH, and the inability to extend/receive financial support by making loans to EFH or buyhig 
any EFH securities). 

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

Oncors excellent business risk profile reflects fully 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 these REPs, Texas Competitive Energy Holdings Co. LLC (TCEH), an EFH affdiate, 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, Oncor's trade-accounts receivable 
from TCEH were $149 million, or about 9% of revenues for the period. Wan REP declares bankruptcy, Oncor can 

recover the amounts not received by deferring such amounts as a regulatory asset and then requesting recovery 

through a rate-case filing, 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 clairns by withholding distributions to the two 

owners until it is made whole. Additionally, if TCE1-1 were to delay or stop payments, Oncor would have a senior 

unsecured claim against TCEH. However, our recovery 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 projects have been approved by the Public 

Utility Commission of Texas (PUCT) and are estimated to cost about $2 billion. Oncor had L.pent $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 Delivery Co. LLC 

service through a separate rate, the Transmission Cost Recovery Factor (TCRF), (and not throUgh base rates. The 

change does riot affect the company's operating income. Separately, Oncor recovers the cost of retail transrnission 

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 revenues by about $129 million effective in September 2012. 

Management and strategy 

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. Managernent 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 irnportant to the company's credit quality in light of majority 

owner's EFH ongoing financial challenges. 

S&P's base-case operating expectations 

Standard & Poor's base-case scenario for Oncor is based on the following assumptions: 

• Oncor remains a fully regulated transrnission 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 
60% long-term debt to 40% equity capital structure limitation is breached. Finally, we expect that Oncor 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 transrnission capital projects and ability to earn within the alloWed 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 tirne, tOtal debt was $6,9 billion, 

excluding $495 million of securilized debt but including $935 million of short-terrn debt. FFO to total debt was 17.1% 

and total debt to total capital was 66.5% for the period. In computing debt leverage, Standard & Poor's deducts from 

equity an arnount 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 & Poor's computes debt 

-leverage by including both long- and short-term debt, unlike the regulatory computation, which incorporates only 

long-term debt. 
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Oncor Electric Delivery Co. LLC 

S&P's base-ease cash flow and capital structure expectations 

Our base-case forecast suggests key credit measures will remain adequate 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 net cash flow to capital spending will,  
remain at about 80%. We also expect that debt leverage will remain in the aggressive 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 earn close to the allowed ROE and 
will benefit from timely transmission coat recovery once these projects go into service. 

• The capital structure limitation of 60% long-term debt to 90% equity is maintained 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 investments. 
• Dividends do not exceed net income. 
• Liquidity remains strong and the company continues to have ready access to the capital markets. 

Accounting 

Standard & Pooes adjusts Oncoes ratios to account for securitized debt, operating leases, and pcstretirement benefit 

obligations. 

In computing debt leverage, Standard & Pooes deducts from equity an amount that is primarily equal to the goodwill 
resulting from the leveraged buyout of Oncoes majority owner, EFH. As of Dec. 31, 2011, this amount was about $3.7 

billion. 

Related Criteria And Research 

• Liquidity Descriptors For Global Corporate Issuers, Sept. 28, 2011 
• Business Risk/Financial Risk Matrix Expanded, May 27, 2009 
• Analytical Methodology, April 15, 2008 
• Changes To Collateral Coverage Requirements For '14-* Recovery Ratings On US. Utility First Mortgage Bonds, 

Sept. 6, 2007 

Table I 

9 i).017  ERt.tri&D el IvetA' 

Industry Sector: Electric 

Oncor Electric 	CenterPoint Energy CenterPoint Energy 	Northeast 	Consolidated 
Delivery Co. LLC 	Inc. 	 Houston Electric LLC 	Utilities 	Edison hie. 

Rating as of Aug. 
	BBB 4-/Stable/— 	BBB+/Stable/A-2 	3813+/Stablel— 	A./Stable/A-2 	A-/Stable/A-2 

23, 2012 

—Average of past three fiscal years— 

Revenues 2,762.3 8,128.7 1,810.7 4,721.1 13,0S8.3 
EBITDA 1,448.8 1390.0 769.0 1,200.9 3,0i 4,3 
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Table 1 

Net income from 
cont. open 

346.3 528.0 298.7 376.7 981.3 

Funds from 
operations (FFO) 

1,064.8 1,312.9 506.2 909.0 2,792.5 

Capital expenditures 1,130.8 1,258.7 498.0 971.3 2,076.6 

Free operating cash 
flow 

(68.4) 215.2 13.6 (101.1) 917.6 

Discretionary cash 
flow 

(297.7) (95.4) 13.6 (282.9) 271,1 

Cash and short-term 
investments 

24.3 737.3 385.7 90.8 415.3 

Debt 6,151.6 	, 7.611.3 2,480.6 5,945.8 13,768.1 

Equity 3,752.7 3,353.0 2,343.3 3,860.2 11,021.8 

Adjusted ratios 

EBITDA margin (%) 52.4 72.0 42.5 25.4 23.4 

EBITDA interest 
coverage (x) 

3,5 4,7 4.6 4.9 

EB1T interest 
coverage (x) 

2.7 2.4 3.1 3.4 3,5 

Return on capital (%) 8.9 9.0 8.3 7.9 7 3 

FPO/debt (%) 17.3 17.2 20.4 15.3 20,3 

Nee operating cash 
Row/debt (%) 

(1.4) 7.8 0.5 (1.7) 6.7 

Debt/EBITDA (x) 4.2 4.3 3.2 $.0 4.5 

Total debt/debt plus 
equity (%) 

65.4 69.4 51A 60.13 

Table 2 

 

leetri Delive 

   

   

•Etelplej,,ttly 

    

Indus 
	

Sector: Electric 

-Fiscal year ended Dee. 31- 

2011 2010 2009 2008 2007 

Rating history B13B+Istable/- 131313+/Stable/- 13/313+/Stable/- 131313+/Stable/- BI3B-/Watch Dev/-. 

(MU. 5) 

Revenues 2,973 0 2,768 9 2,544.9 2,434.9 2,354.1 

EB1TDA 1,619.9 1,483.3 1,243.1 1,215,0 1,144,3 

Net income from continuing operations 367.0 352.0 320.0 (487.0) 327.0 

Funds from operations (FFO) 1,258.8 1,014.3 921.1 790.8 774.4 

Capital expenditures 1,359.0 1,022.4 1,010.9 894.1 700 1 

Dividends paid 145.0 211,0 272.0 1,583.0 326.0' 

Debt 6,443.5 6,278.8 5,732.5 5,423.7 4,502.6 

Prefert d stock 0.0 0.0 0.0 0.0 0.0 

Equity 3,430.0 3,237 0 3,091.0 , 	3.064.9 3,049.1 

Debt anti equity 9,873.5 9,515.8 8,823.5 8,488.6 7,551,8 
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Oncor Electric Delivery Co. LLC 

Table 2 

Opfig, ..strPpplivetAz;  L.. 

  

wan rf'^ (CO 

  

   

Adjusted ratios 

EB1TDA margin (%) 54.5 53 5 48.9 49,9 48.6 

EB1T interest coverage (x) 2.8 2.7 2.6 3.0 3.0 

FFO int. cov. (x) 4.1 3.6 3.6 4.0 3.8 

FFO/debt (%) 19.5 16.2 16.1 14.6 17.2 

Discretionary cash flow/debt (%) (3.7) (3.8) (7.2) (31.2) (8.6) 

Net cash flow/capex (%) 62.0 78.6 64.2 (88.6) 64.0 

Debt/debt and equity (%) 65.3 66.0 55.0 63.9 59.6 

Return on capital (%) 9.2 9.0 8.5 9.2 9.5 

Return on common equity (%) 5.1 5.1 4.7 (6.8) 6.0 

Common dividend payout ratio (uri-adj ) cyo 39.5 59.9 85.0 (67.8) 99.7 

Table 3 
11144,• :Mk 	

.'elirODelareiirl-Catte• WiFiiied;d4aulit-w4fi'sIVdtir Reponciltato 
' (Mk. $)140 	 :11)2iiv.4t liNt&4101617:4,464.1tc: 	; . 	'Ada& 4-i litt•- 

-Fiscal year ended Dee. 31, 2011-- 

Oncor Electric Delivery Co. LLC reperted amounts 

Shareholders' 
Debt 	equlty 

Revenues 

EBITDA 
Operating 

income 
Interest 
expense 

Cash flow 
from 

operations 

Cash flow 
from 

operations 
Dividends 

paid 
Capital 

expenditures 
Reported 	6,00 0 	7,18 t 0 3,118.0 1,821.0 902.0 359.0 1395.0 1,295.0 145.0 1.362.0 

Standard & Poor's adjustments 

Operating 	24.4 
leases 

1.9 1.9 1.9 11.1 11.1 

Postretirement 	835.3 	 - 
benefit 
obligations 

142.0 142.0 51.0 74.8 74.8 - - 

Capitalized 
Interest 

3.0 (3.0) (3.0) (3.0) 

Securitized 	(554.2) 
utility cost 
recovery 

(145.0) (145.0) (31 9) (31.9) (113.1) (113 1) 

Non-operating 	- 
income 
(expense) 

- - 53.0 

Reverse 
changes in 
working-capital 

(6.0) 

Debt - Accrued 	108.0 
interest not 
included in 
repotted debt 

Equity - Other 	 (3,751.0) 

Total 	413.5 	(3,751.0) 
Adlustrnents 

(145.0) (LI) 165 0 24 0 (30.2) (36.2) 0.D (3.0) 
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Table 3 

Standard & Poor's adjusted amounts 

	

Cush flow 	Funds 
interest 	from 	from 	Dividends 	Capital 

Debt 	Equity Revenues EBITDA 	EMT expense operations operations 	paid expenditures 

Adjusted 	5,443.5 	3:436.0 	2,973.0 	1,619.9 	1,087.0 	383.0 	1,264.8 	1.258.8 	145.0 	1,359.0 

- 	. 
Ratingstail (A'S 0 !Aligns 7 2 12 .7.'-.elb,1" 	 • 	'''1;r:450.t  "." 

 
4.1 	 `• ./f4 

• 
Oncor Electric Delivery Co. LLC 

Corporate Credit Rating 

Senior Secured 

Corporate Credit Ratings History 

13-Aug-2306 

09-Oct-2007 

26-Feb:2007 

Business Risk Profile 

Financial Risk Profile 

Related Entities 

EFIH Finance Inc. 

BBB+/Stable/NR 
A- 

BBB+/Stable/NR 

BBB-/Watch Dev/NR 
BBB-/Watch Neg/NR 

Excellent 

Aggressive 

Senior Secared 	 B- 
Senior Secured 	 CC 
Energy Future Competitive Holdings Co. 

Issuer Credit Rating 	 CCC/Negative/NR 
Senior Secured 	 CC 
Subordinated , 	 CC 
Energy Future Holdings Corp. 

Issuer Credit Rating 	 CCC/Negative/NR 
Senior Secured 	 B- 
Senior Unsecured 	 CC 
Senior Unsecured 	 D 
Energy Future Intermediate Holding Co. LLC 

issuer Credit Rating 	 CCC/Negative/— 
Senior Secuied 	 B- 
Senior Secured 	 CC 
Texas Competitive Electric Holdings Co. LLC 

Issuer Credit Rating 	 CCC/Negative/NR 
Senior Secured 	 CC 
Senior Secured 	 CCC 
Senior Unsecured 	 CC 
Senior Unsecured 

*unless otherwise noted all ratings in this report are global scale ratings. Standard & Poors credit ratings on the global scale are comparable 
across countries. Standard & Poors credit ratings on a national scale are relative to obligors or obligations within that specific country. 
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FitchRatings 
FITCH AFFIRMS ONCOR'S IDR AT 'BBB'; OUTLOOK STABLE 

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

Oncor continues to deliver strong operational and fmancial performance, which is driven by a 
rebound in sales volume growth, balanced outcome in the 2011 distribution rate case and strong 
growth in tansmission 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 refmancing initiatives of 
pushing out debt maturities till 2015 and upsizing the corporate revolver have lowered re-financing 
risk in light of the concerns surrounding the financial health of its ultimate 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 earn a return on transmission related 
capital investment with minimal regulatory lag. Oncor has been successful in achieving reasonable 
resolution to its regulatory rate filings, 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 September 2011 that allows utilities to file for 
recovery of distribution investments between rate reviews. 

Oncor's profitability since 4Q109 has benefited from a reboUnd in the Texas economy that resulted 
in a recovery of electricity demand from the large comrnercial and industrial sector. 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 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. 

Fitch considers the key rating factors for Oncor to be: 1) the stability of existing fegulated utility 
cash flows; (2) relatively strong 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 fmancial exposure in the event of bankruptcy filing of EFT{ 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' frorn 'CCO implying that 
default 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 
(EF113) to VC' from 'CCC. 

In • the event that EFH/EFTH and TCEH file for bankruptcy, Oncor's financial profile could be 
affected to the extent of accounts and note receivables outstanding since TCEH accountš for 
approximately one-thirds of Oncor's revenues. 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 bankruptcy 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 concerns regarding capital access should 
EFH/EFIH file for bankruptcy. As of June 30, 2012, Oncor's corporate revolving facility, due 
October 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 its 
corporate revolver to fund capital work in progress and subsequently replaces the drawn balances 
with permanent fmancing. 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 triggered 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 arrangements implemented to preserve the credit quality 
of the company. 

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

Fitch affirrns the following ratings for Oncor: 
--Long-term 1DR at 'BBB'; 
--Senior secured debt at SBB-i-'; 
--Short-terna IDR and commercial paper at T3'. 

The Rating Outlook is Stable. 

Contact: 

Primary Analyst 
Shalini Mahajan, CFA 
Director 
+1-212-908-0351 
Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

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

Committee Chairperson 
Glen Grabelsky 
Managing Director 
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Media Relations: Brian Bertsch, New York, Tel: +1 212-908-05,49, 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: 
--rorporate 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 
http://www.fitchratings.com/creditdeskireports%reportirame.cfm?rpt_id,---,684460  
Recovery Ratings and Notching Criteria for Non-Financial Corporate Issuers 
http://www.fitchratings.corn/creditdesk/reports/report_frame.cfrn?rpt_id=686476  
Parent and Subsidiary Rating Linkage 
http://www.fitchratings.cornicreditdeskireports/report_frame.cfm?ipt_id,---685552  

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCLAIMERS. PLEASE READ THESE LIMITATIONS ANID DISCLAIMERS BY 
FOLLOWING 	 THIS 	 LINK: 
HTTP://FITCHRATINGS.COMJUNDERSTANDINGCREDITRATINGS. 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, CIUTERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT 
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF 
INTER.EST, 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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Credit Opinion: Oncor Electric Delivery Company LLC 

Global Credit Research - 14 Aug 2012 

Dallas, Texas, United States 

Ratings 

Moody's 
Category 	 Rating 
Outlook 	 Negative 
First Mortgage Bonds 	 Baa2 
Senior Secured 	 Baa2 
Parent: Energy Future Holdings 
Corp. 
Outlook 	 Negative 
Corporate Family Rating 	 Caa3 
Bkd Senior Secured 	 Caa3ILGD4 
Bkd Senior Unsecured 	 Ca/LGD6 
Speculative Grade Liquidity 	 SGL-4 

Contacts 

Analyst 	 Phone 
James Hempstead/New York City 	212.553.4318 
William L. Hess/New York City 	212.553.3837 

Key Indicators 

[1]Oncor Electric Delivery Company 1.1..0 
LTM 6/30/2012 2011 2010 2009 

(CFO Pre-W/C + Interest) / Interest Expense 4.6x 4.7x 4.0x 3.8x 
(CFO Pre-W/C) / Debt 20% 21% 17% 17% 
(CFO Pre-W/C - Dividends)/ Debt 17% 19% 14% 13% 
Debt I 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. 

Note: Fordefinitions of Moodys most common ratio terms please see the accompanying Usert Guide. 

Opinion 

Rating Drivers 

Rate-regulated electric transmission and distribution (T&D) utility serving the business friendly North Texas / Dallas-
Fort Worth region 

Supportive regulatory environment 'provdes timely recovery of prudently incurred costs and investments' 
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Significant capital expenditures of approximately $1.0 billton per year 

increasing expasure to contagion risks associated with financially distressed parent and affiliates 

Depending on how parent EFH might restructure its balance sheet, Oncor could be the only operating subsidiary 
with over $8.0 billion of parent company debt 

Corporate Profile 

Oncor Electric Delivery Company LLC (Oncor) is an electric transmission and distribution utlfty serving the greater 
Dallas / Ft. Worth regions. Oncor's revenues are primarily regulated by the Public Utility Commission of Texas 
(PUCT), a credit positive given the supportive political and regulatory environment in Texas. Oncor is a majority-
owned subsidiary of Oncor Electric Delivery Holdings Company L.LC (not rated) which is a wholly-owned subsidiary 
of Energy Future intermediate Holding Company (EFIH: Caa3 senior secured / negative) which is a wholly-owned 
subsidiary of Energy Future Holdings Corp. (EFH: Caa3 Corporate Family Rating I negative). 

SUMMARY RATING RATIONALE 

Oncors Baa2 senior secured rating primarily reflects its lower risk, rate regulated T&D business activities and the 
regulatory oversight provided by the PUCT and relies heavily on our assessment that the rIng-fence type provisions 
designed to create credit separateness from the financially distressed parent, EFH, and affiliate, TCEH, are sound. 
Oncor's T&D assets generate stable and predictable revenues and cash flows. Nevertheless, from a credit 
perspective, we are increasingly viewing the approximately $6 billion of debt that resides at EFH and EFIH, which 
looks to Oncons implied equity value, as a forrn of permanent leverage for Oncor, despite the ring fence. 

Recent Events 

On August 9, 2012, we downgraded EFH's CFR to Caa3 from Caa2 and we downgraded Oncor's senior secured 
rating to Baa2 from Baal. Also on August 9, 2012, EFH sold $850 million of senior secured first lien and second lien 
notes through EFIH, which are secured by EFIH's equity interest in Oncor Holdings, which owns approximately 80% 
of Oncor. 

The downgrade of Oncor's senior secured debt to Baa2 from Baal reflects hvo primary issues, both of which are 
beyond Oncors and its principal regulator, the Public Utility Commission of Texas (PUCT) control. The first issue is 
the rising contagion risk exposure that Oncor has with its majority owner-parent, EFH. As the risk of a contentious 
restructuring increases at EFH and TCEH. Oncor will be exposed, at a minimum, to sorne level of contagion. 
ApproAmately one-third of Oncor's revenues are associated with its affiliate, TXU Energy, and Oncor reports roughly 
$159 million of receivables frornTCEH. ln addition, as an 80% owned subsidiary, Oncor rernains evosed to various 
consolidated corporate services, such as EFIA's tax systems. That said, we note that EFH's recent decision to 
terminate its non-union pension fund serves to incrementally insulate Oncor frorn that specific contagion risk. 

The second issue is EFH's Indirect leveraging of Oncors implied equity value, which will approximate $5.8 billion 
with the recent issuance of new EF1H securities (see below). Despite the ring fence provisions, EFH has utifized its 
equity in Oncor as a primary source of liquidity over the past few years. We note that this financing structure does 
not benefit Oncor, 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 Omar. 

As the pledged equity in Oncor approaches the high end of our estimated valuation range, we see EF1H's 
intermediate parent holding company debt as a source of permanent leverage for Oncor, since Oricor is the only 
cash flow generating subsidiary of EFIH. Over the next few years, we calculate annual cash flow of roughly $1.5 
billion for Oncor. This results In a ratio of cash flow to debt approaching the 10% threshold, by including the debt of 
EFIH and EFH in the denominator, which Is more indicative of a Baa3 senior unsecured rating, after taking into 
account the lower business risk profile associated with being a transmission and distribution (Tm)) utility in a 
supportive regulatory environment 

DETAILED RATING CONSIDERATIONS 

Low-risk business operations within a supportive regulatory jurisdiction 

Oricor is a rate-regulated electric transmission and distribution (T&D) utility serving the greater North Texas / Dallas-
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 relatively tiansparent and supportive regulatory framework that tends to provide timely 
recovery for prudently incurred costs and Investments. 

As a stand-alone credit, Oncor is well positioned within the Baa-rating category. Oncoes fundamentals also compare 
favorably to selected T&D peers, such as CenterPoint Energy Houston Electric (A3 senior secured / stable). Today, 
we see little evklence indicating that a more contentious regulatory environment is cbming, although the uncertainty 
surrounding event risk deserves monitoring. 

Stable financial profile benefitting from accounting and tax policies 

Electric T&D utilities are critical infrastructure assets that produce Stable and predictable revenues and cash flow. 
Over the past 5 years, Oncor produced an average ratio of cash from operations before changes in working capital 
(CFO pre W/C) to debt of approximately 17%. This ratio includes both 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 billion in 2011 versus $1.2 billion in 
2010, and the 5-year average of $1.1 billion. Prospectively, we expect the ratio of Oncoes CFO pre W/C to debt to 
decline to low to mid-teen's range as the company continues with its capital expenditure program. 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 increase appears to be partly due to the temporary benefits associated with federal tax and 
accounting policies, including bonus depredation. Today, we view these benefits as unsustainable over the long 
term horizon. We estimate that excluding the stimulus benefits could reduce CFO by roughiy $200 - $300 million, 

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

Ring fence type provisions appear strong, but not sufficient to fully insulate Oncor from credit deterioration or 
contagion risk - 

Today, Oncor represents the most valuable asset within the EFH (amily, even though its ring fence provisioni 
technically prevent EFH from controlling its Subsidiary. Oncoes ring fence-type structures and PUCT regulatory 
oversight provide strong credit separateness from the financial distress being experieeced at its parent and affiliates. 
But the stress at EFH creates contagion risk for Oncor, since Oncor and TCEH were once part of the same 
integrated electric utility, For example, as .of June 30, 2012, Oncor reported $191 million of trade accounts receivabte 
from TCEH and a $159 million note receivable from TCEH. In addition, approximately 30% of Oncoes revenues are 
derived from TCEH's retail electric provider business, 

• 
Oncoes prirnary credit risk related to a default at TCEH, EFH and EFIH, is where the EFIH lenders foreclose on their 
security collateral - the equity interests of Oncor Holdings, which owns 80% of Omar. Should this scenario emerge, 
we see risks related to a bankruptcy, where an Oncor divestiture is ordered by the court, through the bankruptcy 
process, to establish a timely value on the business. Although Oncoes ring fence type structures are strong, they are 
not a sure thing. Still, we incorporate a view that EFH, along with Oncor and the PUCT, are most Interested In 
avoiding a bankruptcy test of the ring fence structures. 

Separateness constrained by legacy vertically integrated business model 

Oncoes affiliate, Texas Electric Competitive Holdings (TCEH), is a wholly owned subsidiary of EFH. Beth TCEll and 
EFH are financially distressed companies with untenable capital structures. Despite the ring fence around Oncor, we 
cannot completely ignore the substantial inter-relationships that exist between Oncor and its affiliate, TCEH, and 
parent, EFH. These inter-relationships, in our opinion, are primarily derived from the fact that EFH's assets represent 
the legacy, vertically integrated electric utility, Texas Electric Utilities Company. 

There are financial relationships between Oncor and its retail electric provider affiliate, such as a sizeable 
concentration of revenue roughly 30% - 40% of Oncoes revenues are associated with TXU Energy (Retail), down 
from 50% - SO% a few years ago. There are also certain interest and tax e>pense make-whole agreements 
associated with the collections of certain transition charges that service Oncoes Aaa-rated securitization bonds and 
other corporate shared services. Oncoes ereposure to contagion risks associated with potential restructuring 
activities at its affiliates and parent, regardless of the legal and other structural ring fendng provisions, place its 
contagion risk at a much higher level than its utility T&D peer group. 
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Capital structure limitation and dividend policy need to be monitored carefully 

Oncoes June quarterly dividend payment to its parent, EFI-1 brings the annualized upstream dividend to roughly $220 
million. That figure, which is materially higher than the $145 million dividend paid in 2011, is credit negative. 

The upstream dividend payrnents exacerbate the contagion risk that Oncor has to 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 Oncoes creditors from EFH, only a bankruptcy court can determine whether the protections 
are sufficient, and Oncor, EFH or the Public Utility Comnisslon of Twos (PUCT), its primary regulator, do not want 
to see that ring fence put to the test. 

One of the main provisions of the proposed ring fence for Oncor is a limitation on the debt component to the capital 
structure. This limitation tracks Oncoes authorized capital structure at 60% maximum debt, but excludes short term 
debt. We view rising dividend payout ratios negatively from a credit perspective, even for a lower risk T&D utility, but 
especially for a utility with a large capital investment program. Our concerns with an increasing dividend are also 
prenised on the flexibility that GAAP reporting provides a rnanagernent tearn, and we view eamings bolstered by 
stimulus programs or non-cash items as unstainable over the long term horizon. 

Liquidity 

Oncoes liquidity appears adequate at this time. Our liquidity assessment for the next four quarters specifically 
excludes any access by Oncor to the capital markets. For the twelve months ended June 2012, Oncor generated 
approximately $1,2a billion of cash from operations, incurred approemately $1.54 billion in capital evenditures and 
made upstream dividend payments to its parent of roughly $210 million, resulting in a modest negative free cash flow 
position. 

In May 2012, Oncor increased its secured revolving credit facility by $400 mielon to a total of $2.4 billion. The credit 
facility matures in October 2016 and Oncor has the option of requesting up to Iwo additional one-year extensions 
subject to certain conditions and lender approval. At June 30, 2012, there were $935 million of borrowing and $6 
minion of letters of credit outstanding under the facility. 

The credit facility has a 65% debt to capitalization financial covenant. which we view as reasonably positive in the 
sense that it provides the company with some modest cushion from where its debt to capitalization Is eopected to be 
maintained as part of the proposed ring fencing and regulatory authorization (60%). But the bank covenant 
calculation, which currently has a significant amount of headroom cushion, includes roughly $4 billion of goodwill. ln 
contrast, the regulatory capitalization calculation does not Incorporate goodwill, but it also excludes short term 
borrowings under the revolver which were roughly $0.4 billion at year end 2011. We do not view Oncor as having 
any other meaningful sources of altemate liquidlty. 

Prospectively, we eeaect Oncor to produce approximately $1.3 - $1.5 billion In cash flow from operations in the next 
12 months and to spend roughly $1 billion in capital expenditures. There are no material debt rnaturities until January 
2015 when $500 million in senior notes will be due. 

Rating Outlook 

Oncaes negative rating outlook reflects the contagion risks associated with the rising probability that its parent will 
need to restructure. As EFH's most valuable asset, Oncor will attract a significant amount of attention from various 
creditor ciasaes. For now, we continue to incorporate a view that Oncor will remain insulated from its parent's 
financial distress, thanks to its eng fence type provisions and regulatory oversight. We incorporate a view that EFH, 
Oncor and the PUCT are rnost lnterested in avoiding any testing by a bankruptcy court as to the strength of the ring 
fence's provisions. 

Oncoes negative rating outlook will remain In place until EFH's restructuring program is completed and more clarity is 
available with regards to what that potential restructuring might entaii. Today, we think it would be unlikely that 
Oncoes rating would fall below the investment grade category. 

What Could Change the Rating - Up 

Ratings are unlikely to be upgraded in the near to medium-term. That said, absent the contagion risk evosure and 
indirect leveraging of its equity, Oncor is viewed as a fundamentally strong T&D utility 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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Measure Score 
A 

Baa 

Ba 

Bea 
3.0-4.0 Bea 
13-20% Bea 
10-15% Bea 
40-45% A 

Baal 
Baa2 

Moodys 
12-18 
m onth 

Forward 
View* As 

of 
August 
2012 

secured, similar to CenterPoint Energy H6uston Electric (A3 senior secured), its rnost comparable peer. 

What Could Change the Rating Down 

Ratings could be downgraded another notch If EFH continues to indirectly leverage its equity ownership interest in 
Omar, We note that this financing structure does not benefit Oncor, 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. 

Amore contentious political or regulatory environrnent, especially where the timeliness of recovering prudently 
incurred costs and Investments was affected or If the Oncor board commenced a more aggressive upstream 
dividend policy, or other corporate finance policies, that delays financial strengthening at Oncor. 

Ratings could be downgraded if CFO pre-w/c to debt ratios declined to the 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 multiple notches If Oncor's ring fence structure is breached, or aPpears to be materially 
weakening, a scenario which we view as remote al this time. 

Rating Factors 

Oncor Electric Delivery Company LLC 

Regulated Electric and Gas Utilities industry (1)[2] 	' 

' 

„ 	 . 

LTM 
6/30/2012 

• 

Factor 1: Regulatory Frarnework (25%) 	 . 
a) Regulatory Framework 

Measure Score 
A 

Factor 2: Ability To Recover Costs And Eam Returns (25%) 
a) Ability To Recover Costs And Earn Returns Bea 
Factor 3: Diversification (10%) 
a) Market Position (10%) 
b) Generation and Fuel Diversity (0%) 

. 

, e 

Factor 4: Financial Strength, Liquidity And Key Financial Metrics 
(40%) 
a) Liquidity (10%) 
b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 
c) CFO pre-WC / Debt (3 Year Avg) (7.5%) 
d) CFO pre-WC - Dividends / Debt (3 YearAvg) (7.5%) 
e) Debt/Capitalization (3 Year Avg) (7.5%) 

4.2x 
. 18% , 
. 15% 

43% 

Bea 
Baa 
Bea 
Bea 

A 
Rating: 	. 
a) Indicated Rating from Grid 
tb) Actual Rating Assigned ' 	 . 

. 
Baal 
Baa2 

• THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE VIEW 
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES NOT 
INCORPORATE SIGNIFICANT ACQUISMONS OR DIVESTITURES 

[1] All ratios are calculated using Moody's Standard Adjustments. (2] As of 6/30/2012; Source: Moody's Financial 
Metrics 

• 
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'MOODY'S"). All rights reserved. 

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 PUBUCATIONS PUBLISHED BY MOODY'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 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: UQUIDITY RISK, 
MARKET VALUE RISK, OR PRICE VOLATIUTY. CREDIT RATINGS AND moors 
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 
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY 
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBUSHES 
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, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAN, INCLUDING BUT NOT 
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMffTED, TRANSFERRED, 
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR 
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRFTTEN CONSENT. 
All information contained herein is obtained by MOODY'S from sources believed by it to be 
accurate and reliable, Because of the possibility of human or mechanical error as weil as other 
factors, however, all information contained herein is provided "AS IS" without warranty of any kind. 
MOODY'S adopts a necessary measures so that the information It uses in assigning a credit 
rating is of sufficient quallty and from sources Moody's considers to be reliable, including, when 
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process. Under 
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or 
damage in whole or in part caused by, resulting froni, or relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of IvIOODY'S or any 
of its directors, officers, employees or agents in connection with the procurement, collection, 
compilation, analysis, interpretation, cornmunication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental 
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in 
advance of the possib4ity 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, 
constituting part of the information contained herein are, and must be construed solely as, 
statements of opinion and not statements of fact or reconrnendations to purchase, sell or hold any 
securities. Each user of the inforrnation contained herein must rrake its own study and evaluation 
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR 
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761G of the Corporations Act 2001. By continuing to access this document from within Australia, 
you represent to MOODY'S that you are, or are accessing the document as a representative of, a 
"wholesale client'.  and that neither 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 Corporations Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moodys 
Japan KK. (MJKK") are MJKlcs current opinions of the relative future credit risk of entities, credit 
commitments, or debt or debt-like securities. In such a case, "MIT in the foregoing statements 
shall be deemed to be replaced with "MJKK". MJKK is a wholly-owned credit rating agency 
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moodys Overseas Holdings 
trio., a wholly-owned subsidiary of MCO. 

This credit rating Is an opinion as to the credibeorthiness of a debt obligation of the issuer, not on 
the equity securities of the issuer or any form of security that is available to retail investors. It 
would be dangerous for retail investors to rnake any investment decision based on this credit 
rating. If in doubt you should contact your financial or other professional adviser. 
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MOODY'S 
INVESTORS SERVICE 

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

Global Credit Research - 09 Aug 2012 

Approximately $45 billion of debt securities affeaed. 

New York, August 09, 2012 — Moodys Investors Service today downgraded the Corporate Family Rating (CFR) of 
Energy Future Holdings Corp (EFH) to Caa3 from Caa2 and affirmed its Caa3 Probability of Default Rating (PDR) 
and SGL-4 Speculative Grade Liquidity Rating. The rating outlook remains negative. In addition, Moodys 
downgraded the senior secured rating of Oncor Electric Delivery Cornpany (Oncor) to Baa2 from Baal. Oncoes 
rating outlook remains negative. 

At the sarne tirne, Moody's assigned a Caa3 rating (LGD4 58%) to Energy Future Intermediate Holding Conpanys 
(EFIH) new $250 million senior secured notes due 2017 and $500 nillion senior secured second lien notes due 
2022. 

The ratings for EFH, its subsidiaries and individual debt instruments are derived from the Caa3 CFR, with the 
exception of Oncor due to Its ring fence type provisions. Individual Instrument ratings and Loss Given Default (LGD) 
assessments are included at the end of this press release. 

RATINGS RATIONALE 

The downgrade of EFFI's CFR to Caa3 from Caa2 reflects the companys financial distress and tinted financial 
flekbility. EFHe capital stnicture is complex and, in our opinion, untenable which calls into question the sustainability 
of the business model and expected duration of its liquidity reserves. We expect rnaterial balance sheet restructuring 
within the next 12 to 18 menths. For the latest twelve months ended June 2012, EFHe ratio of cash flow to debt is 
approkrnately 1% and is expected to remain near this level for the foreseeable future. 

EFFes unregulated subsidiary, Texas Cornpetitive EJectric Holdings Company LLC (TCEFI), is the principal driver 
behind EFH's cash flows. TCEH's coal fired generation fleet requires a material amount of capital investment to 
cornply with rnore stringent environmental mandates, and low natural gas prices have displaced a sizeable portion of 
expected generation volumes. Our estimated valuation of TCEH has fallen to approximately $15 - $20 billion, which 
suggests sizeable Impairments for lenders, Including the TCEH senior secured first lien lenders. in our opinion, this 
level of impairment suggests the potential for a rnore contentious restructuring process which, in turn, raises the risk 
of contagion across the entire EFH family, including Omar. 

We see a strong correlation between the default probability of EFH; Energy Future Competitive Holdings (EFCH), 
EFIH arid TCEH. As a result, the primary rating drivers for EFH and EFIH are heavily influenced by TCEH. That 
said, with the expected elirnination of the intercompeny note that EFH owes to TCEH, we see a stronger case of 
credit separateness. 

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

RATINGS RATIONALE — ONCOR 

The downgrade of Oncoes senior secured debt to Baa2 from Baal reflects two primary issues, both of which are 
beyond Oncoes and Its principal regulator, the Public Utility Commission of Texae (PUCT), control. The first issue is 
the rising contagion risk exposure that Oncor has with its majority owner-parent, EFH. As the risk of a contentious 
iestructuring increases at EFH and TCEH, Oncor will be exposed, at a rninimurR to some level of contagion. 
Approximately one-third of Oncor's revenues are associated with its affiliate, TXU Energy, and Oncor reports roughly 
$159 million of receivables from TCEH. In addition, as an 80% owned subsidiary, Oncor rernains wposed to various 
consolidated corporate services, such as EFH's tax systerns. That said, we note that EFH's recent decision to 
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terminate its noreunion pension fund serves to incrementally insulate Oncor from that specific contagion risk. 

The second issue is EFH's indirect leveraging of Oncoes irnplied equity value, which will approximate $5.8 billion 
with the recent issuance of new EFIH securities (see below). Despite the ring fence provisions, EFH has utilized its 
equity in Oncor as a primary source of liquidity over the past few years. We note that this financing structure does 
not benefit Oncor, but rather benefits EFH and TCEH as it transfers debt originally raised et the EFH and TCEH 
levels and refinances It at the parent level of Oncor. 

As the pledged equity in Oncor approaches the high end of our estimated valuation range, we see ERN% 
intermediate parent holding company debt as a source of permanent leverage for Oncor, since Oncor is the only 
cash flow generating subsidiary of EFIH. Over the next few years, we calculate annual cash flow of roughly $1.5 
billion for Oncor. This results in a ratio of cash flow to debt approaching the 10% threshold, by Including the debt of 
EFIH and EFH in the denoninator, which is more indicative of a 8aa2 senior secured 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. 

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 regulatory environment. On a stand-alone basis, Oncor 
would Ilkely be rated at least A3 senior secured, similar to CenterPoint Energy Houston Electric (A3 senior secured), 
its most comparable peer. 

Oncoes negative rating outlook reflects the contagion risks associated with the rising probability that its parent will 
need to restructure. As EFH's mist valuable asset, Oncor will attract a significant amount of attention from various 
creditor classes. For now, we continue to incorporate a view that Oncor will remain insulated from its parents 
financial distress, thanks to its ring fence type provisions and regulatory oversight. We incorporate a view that EFH, 
Oncor and the PUCT are most interested in avoiding any testing by a bankruptcy court as to the strength of the ring 
fence's provisions. 

Oncor's negative rating outlook will remain in place until EFH's restructuring program is completed and more clarity is 
available with regards to what that potential restructuring night entail. Today, we think it would be unlikely that 
Oncoes senior secured rating would fall below the investrrent grade category 

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

EFIH's senior secured notes due 2017 and senior secured secor.d hen notes due 2022 are assigned a Caa3 (1.004, 
58%) rating. These ratings are prirnarily derived from EFH's Caa3 CFR and our LGD methodology, but we note that 
any recovery value, in the event 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. Depending on how EFH might approach 
any potential restructuring activity, a new CFR could be assigned which excludes TCEH. Under this hypothetical 
scenario, EFIH's ratings would likely be upgraded by several notches. 

EFIH currently owns approxirretely $4.5 billion of EFH and TCEH debt securities, comprising roughly one-third of its 
balance sheet. The other two-thirds of EFIhts balance sheet Is comprised of EFIH's ownership interests in Oncor 
Electric Holdings Company LLC (Oncor Holdings), which owns roughly 80% of Oncor. 

EFIH's ownership interest in Oncor Holdings has been pledged as collateral for approximately $5.8 billion (principal 
amount) in debt securities, which includes today's issuance. Of this total amount, approximately $3.7 billion is 
secured on a first lien basis, with another approximately $2.1 billion secured on a second lien basis. Today, we 
estimate the value of Oncor Holdings at approximately $5.5 - $6.0 billion, which implies a total equity value of Oncor, 
including Its 20% ninority owners, of approximately $7 - $7.5 billion. In our opinion, this valuation incorporates 
premium multiples of book value, oet income and EBITDA 

lf, in a restructuring, the EFIH lenders foreclosed on the collateral, we see reasonably good recovery for both of 
EFIH's first lien and second lien securities, but we also note that any change of control at Onoor would require the 
approval of the PUCT. Since the PUCT's approval would undoubtedly consider the public interest, the timing 
associated with achieving such an approval Is uncertain, notwithstanding the PUCT's established guidelines on 
regulatory decisions. This potential regulatory uncertainty could affect the fining of recovery. 

LIQUIDrrY 

EFH's Speculative Grade Liquidity rating is SGL-4. We expect the company to continue to produce regative free 
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cash flow over the neXt few years, due to a sustained period of low natural gas and power prices and higher capital 
exoenditures as TCEH brings Its coal-fired generation fleet Into compliance with new, mare stringent environmental 
regulations. 

Liquidity Is primarily supported by EFH's cash, which we estimate is appro>dmately $1.1 billion as of June 30, 2012. 
Liquidity is also supported by TCEH, which has a $2.1 billion revolver ($0.645 billion of which evires in October 
2013 and $1.4 billion of which wires in October 2016); a $1.06 billion special LC facility ($1,02 billion of which 
expires in October 2017) and an unlintited commodity collateral posting facility (ropiring in Decernber 2012). All of 
these liquidity facilities are senior secured and backed by the same collateral package associated with the 
approximately $20 billion secured first lien term loan facilities. 

The revolving credit fadlities have roughly $1.9 billion available, which cornbined with the $1.1 billion in cash 
equates to $3.0 billion in available 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 $797 million, leaving EFH 
wIth`negative free cash flow of $87 rnillion. While we see only modest scheduled debt rnaturities over the next twelve 
months of roughly $100 million, we do see some liquidity risks with the approxirnately $1 billion of rnargin deposits 
received from counterparties that are included in EFH's cash balance. With respect to over-the-counter transactions, 
counterparties generally have the right to substitute letters of credit for such cash Collateral. In such event, the cash 
collateral previously posted would be retumed to such counterparties thereby reducing liquidity. Additionally, in the 
event of a reversal of mark to market gains, which would be tdggered by an increase in gas prices, these rnargin 
deposits would also be retumed to counterparties. Despite these risks, collateral deposits are being Used for working 
capital and other corporate purposes including reducing short-term borrowings under credit facilities. EFH has 
effectively monetized and utilized for liquidity purposes $1 billion of its unrealized commodity gains so EFH's liquidity 
runway might be shorter than it first appears. 

The TCEI-1 revolving credit facility includes a maintenance covenant, secured debt to adjusted EBITDA of 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 represent a material credit negative for EFH because maintaining liquidity Is critical for the company's 
business plan. In addition, the aciverse market conditions, sizeable maturity profile beginning in 2014 and the 
potential for a covenant breach raises questions as to whether EFH will attain a going concern opinion frorn the 
auditors in early 2013. With a going concern opinion, EFH would lose access to TCEH's revolving credit facility 

The ratings for EFH. TCEH and EFIH's individual securities were determined using Moody'S Loss Given Default 
(LGD) methodology. Based on EFH's Caa3 CFR and Caa3 PDR, and based strictly on the priority of claims within 
those entities, the LGD model would suggest a rating of Ca for TCEH's senior secured second lien and EFIH's 
senior secured and senior secured second lien debt securities. The Caa3 rating assigned to TCEFfs senior secured 
first lien and EFIH's senior secured first and second lien debt securities reflects the fact that the holders of these 
securiti4s will benefit primarily from their security interests of TCEH's assets and subsidiaries and Oncor Holdings 
equity in Oncor, respectively. 

The methodologies used in thls rating were Unregulated Utilities and Power Companies published in August 2009 
and Regulated Electric and Gas Utilities published in August 2009. Please see the Credit Policy page on 
www.moodys.com  for a copy of these methodologies. 

Ratings affirmed: 

EFH's Caa3 Probability of Default Rating 

EFH's SGL-4 Speculative Grade Liquidity Rating 

Ratings assigned: 

EFIH's Caa3 (LGD4 58%) $250 million senior secured notes due 2017 

EFIH's Caa3 (LGD4 58%) $500 rnillion senior secured second lien notes due 2022 

Ratings downgraded: 

Issuer Energy Future Holdings Corp 
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Corporate Family Rating: Caa3 from Caa2 

Senior secured notes: Caa3 (LGO4 58%) from Caa3 (LGD4 62%) 

Senior unsecured guaranteed notes: Ca (LGD6 92%) from Ca, (LC05, 81%) 

Senior unsecured legacy r otos: Ca (LGO6 96%) from Ca (LGD5, 85%) 

Issuer: Energy Future intermediate Holding Company LLC 

Senior secured notes: Caa3 (LGD4, 58%), from Caa3 (LGD4, 62%) 

Senior secured second lien notes: Caa3 (LGD4, 58%), from Caa3 (LG04, 62%) 

Issuer: Texas Conetitive Electnc Holdings 

Senior secured first lien: Caal (LGO2, 26%), from B2 (LGD2, 15%) 

Senior secured second lien: Caa3 (LGD4, 58%), from Caa3 (LG03, 44%) 

Senior unsecured guaranteed rotes: Ca (LGD5, 82%), from Caa3 (LG04, 62%) 

Senior unsecured pollution control legacy notes: Ca (LGD6, 94%), from Ca (LG04, 62%) 

Issuer Oncor Electric Delivery Company 

Senior secured: Baa2, from Baal 

REGULATORY DISCLOSURES 

The Global Scale Credit Ratings on this press release that are issued by one of Moodys affiliates outside the EU 
are endorsed by Moody's investors Service Ltd., One Canada Square, Canary Wharf, London E 14 5FA, UK, in 
accwdance with Art.4 paragraph 3 of the Regulation (EC) No 106012009 on Credit Rating Agencies. Further 
information on the EU endorsement status and on the Moody's office that has issued a particular Credit Rating is 
available on www.rnoodys.com. 

For ratings issued on a program, series or category/class of debt, this announcement provides relevant regulatory 
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of 
debt or pursuant to a program for which die ratings are derived exclusively from existing retinas in accordance with 
Moodys rating practices. For ratings issued on a support provider, this announcement provides relevant regulatory 
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for 
securities that derive their credit ratings from the support providees credit rating. For provisional ratings, this 
announcement provides relevant regulatory disclosures In relation to the provisional rating assigned, and in relation 
to a definitive rating that rnay be assigned subsequent to the final issuance of the debt, in each case where the 
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that 
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the 
respective issuer on www.rnoodys.corn. 

information sources used to prepare the rating are the following: parties involved in the ratings, parties not involved 
in the ratings, public information, confidential and proprietary Moody's investors Service information, and confidential 
ard proprietary Moody's Analytics information. 

Moody's considers the quality of inforrnation available on the rated entity, obligation or credit satisfactory for the 
purposes of issuing a rating. 

Moody's adopts all necessary rreasures so that the inforrnation It uses in assigning a rating is of sufficient quality 
and from sources Moody's considers to be reliable including, when appropriate, independent third-party sourceš. 
However, Moodys is not an auditor and cannot in every instance independently verify or validate information 
received in the rating process. 

Please see the ratings disclosure page on weernoodys.00m for general disclosure on potential conflicts of interests. 
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Please see the ratings disclosure page on www.moodys.com  for information on (A) MCO's major shareholders 
(above 5%) and for (B) further Information regarding certain affiliations that may eAst between directors of MCO and 
rated entities as well as (C) the names of entities that hold ratings frorn MIS that have also publicly reported to the 
SEC an ownership interest in MCO of more than 5%. A mernber of the board of directors of this rated entity may also 
be a member of the board of directors of a shareholder of Moodys Corporation; however, Moody's has not 
independently verified this matter. 

Please see Moodys Rating Symbols and Definitions on the Rating Process page dn www.rrioodys.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.com  for the last rating action and the rating history 

The date on which some ratings were first released gees back to a time before Moody's ratings were fully digitized 
and accurate data may not be available. Consequently, Moody's provides a date that it believes Is the most reliable 
and accurate based on the Information that is available to it. Please see the ratings disclosure page on our website 
www.moodys.com  for further information. 

Please see www.moodys.com  far any updates on changes to the lead rating analyst and (o the Moodys legal entity 
that has issued the rating. 

James Hempstead 
Senior Vice President 
Infrastructure Finance Group 
Moodys Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

Wiliam L. Hess 
MD - Utilities 
'Infrastructure Finance Group 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

Releasing Office: 
Moodys Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

MOODY'S 
INVESTORS SERVICE 

61) 2012 Moody's Investors Service, Inc. and/or Its licensors and affiliates (collectively, 
"MOODY'S"). Al rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("111W) AND ITS 
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT 
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-UKE SECURITIES, AND 
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S 
PUBLICATIONS) MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE 
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-L1KE 
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 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 INVESTIVIENT OR FINANCIAL ADVICE, AND CREDIT RATINGS 
AND MOODY'S PUBUCATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR 
MOODY'S PUBUCATIONS COMMENT ON THE SUITABIUTY OF AN INVESTMENT FOR ANY 
PARTICULAR INVESTOR, MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES 
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH 
(NVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS 
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT 
UMITED TO, 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 PURPOSE, IN WHOLE 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 obtained by MOODYS 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 IT without warranty 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 to be reliable, including, when 
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process. Under 
no circumstances shall MOODYS have any liability to any person or entity for (a) any loss or 
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any 
of its directors, officers, employees or agents in connection with the procurement, collection, 
compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, Indirect, special, consequential, compensatory or incidental 
damages whatsoever (including without limitation, lost profits), even if MOODYS Is advised In 
advance of the possibility of such damages, resuiting from the use of or inability to use, any such 
inforrnation. The ratings, financial reporting analysis, projections, and other observations, if any, 
constituting part of the information contained herein are, and must be construed solely as, 
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities. Each user of the infometion contained herein must make its own study and evaluation 
of each security it may consider purchasing, holding or selling. NO WARRANTY, EAPRESS OR 
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY CR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS GIVEN OR MADE BY MOODYS IN ANY FORM OR MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moodys Corporation ("MCO"), hereby 
discloses that most issuers of debt securities (Including corporate and municipal bonds, 
debentures, notes and corrrrercial paper) and preferred stock rated by MIS have, prior to 
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it 
fees ranging from $1,500 to approxirnately $2,500,000. MCO and MIS also maintain policies and 
procedures to address the independence of MIS's ratings and rating processes, Information 
regardirg certain affiliations that may eicist between directors of MCO and rated entities, and 
between entities 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 yearoopjulsarn under the 
heading "Shareholder Relations —Corporate Governance — Director and Shareholder Affiliation 
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'Any publication into Australia of thls docurnent is by MOODY'S affiliate, Moody's Investors Service 
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969. 
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 from within Australia, 
you represent to MOODY'S that you are, or are'accessing the docuMent as a representative of, a 
'Wholesale client" and that neither 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 Corporations Act 2001. 

Notwithstanding the foregoing, credit ratings asslgned on and after October 1, 2010 by Moody's 
Japan K.K. ("MJKK") are MJKKs current opinions of the relative future credit nsk of entities, credit 
commitments, or debt or debt-like securities. In such a case, "MIS" in the foregoing statements 
shall be deemed to be replaced with "MJKK". MiIKK is a wholly-owned credit rating agency 
subsidiary of Moodys Group Japan G.K., which is wholly owned by Moody's Overseas Holdings 
Inc., 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 issuer or any form of security that is available to retail Investors. It 
would be dangerous for retail investors to make any investment decision based on thls credit 	. 
rating. If in doubt you should contact your financial or other professional adviser. 
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ISSUER COMMENT Oncor's Dividend Increase to Parent EFH Is 
Credit Negative 
From Credit Outtook 

On Tuesday, Oncor Elecuic Delivery Company LLC  (Baal negative) disclosed in irs June 
quarterly filing a higher dividend payment to its parent, Energy Future Holdings Coro.  (EFH. 
Caa2 CFR negative), which brings Oncor's annualized upstream dividend to $220 million. 
That figure, which is materially higher than die $145 million dividend paid in 2011, is credit 
negative. 

The upstream dividend payments exacerbate the contagion risk that Oncor has to 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 Oncor's 
creditors from EFH, only a bankruptcy court can determine whether the protections are 
sufficient, and Oncor, EFH or the Public Utility Commission of Texas (PUCT), ICS primary 
regulator, do not wain to see that ring fence put to the test. 

On 27 February, we changed Oncor's rating outlook co negative from stable because of two 
primary issues that are beyond the control of both Oncor and PUCT. The first issue is the 
contagion risk co EFH. The second issue is EFH's indirect leveraging of Oncor's ithplied 
equity value, which has now risen to over $5 billion and is likely to approach at least $6 
billion over the nod 12 months. 

Despite the ring fence provisions. EFH has used its implied equity value in Oncor as a 
primary source of liquidity. As EFH pledges more of its equity in Oncor for funding, we 
start looking through the ring fence protections to assess its credit quality. In addition, we 
note that EFH's indirect financing strucntre of using Oncor's equity does not benefit Oncor, 
and that Oncor is not legally liable for its parent's debt service obligations. 

Analyst Contacts: 
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SECURLTIES, AND CREDIT RATINGS AND RESEARCH PUELICATIONS PUBUSHED BY Nocars N000rs 
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SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S PUBUCATIONS COMMENT ON THE 
SIATAtilUTY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS ANEI 
PUBUSHES MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL 
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY 'MAT IS UNDER CONSIDERATION FOR PURCHASE, 
HOLDING. OR SALE. 
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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 PURPOSE. IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER. BY ANY PERSON WITHOUT MOODY'S 
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FitchRatings 
FITCH RATES ONCOR'S NEW SENIOR SECURED NOTES 

IBBB+3; OUTLOOK STABLE 

Fitch Ratings-New York-21 May 2012: Fitch Ratings has assigned ratings of 'BBB+ to Oncor 
Electric Delivery Company LLC's (Oncor) issuances of $400 million 4.10% senior secured notes 
due June 1, 2022 and $500 million 5.30% senior secured notes due June 1, 2042. The Rating 
Outlook is Stable. 

Oncor plans to use the net proceeds froin these issues to redeem all or a 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. 

Oncoes 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 a 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 transmission grid expansion and the Competitive 
Renewable Energy Zone (CR.EZ) projects. 

Fitch expects Oncoes Earnings Before Interest, Depreciation and Taxes (EBITDA) to interest ratio 
to approach 4.8 times (x) and dcbt 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 imancial 
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, Oncoes regulatory capitalization 
ratio was 59.5% debt and 40.5% equity. 

While Fitch considers Oneor 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 fmancial condition of EFH and 
non-ring-fenced affiliates. In view of this, Oncoes 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-fmancing 
risk. Oncoes next significant debt maturities are in 2015 ($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 $2 billion on Oncoes request. As of March 31, 2012, there were 
$738 million of outstanding borrowings and $6 million of outstanding 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 maturity on May 1, 2012. 

Contact: 

Primary Analyst 
Shalini Mahajan, CFA 
Director 
+1-212-908-0351 
Fitch, Inc. 
One State Street Plaza 
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New York, NY 10004 

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

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

Media Relations: Brian Bertsch, New York, Tel: +1 212-908-0549, Email: 
brian.bertsch@fitehratings.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: 
--Vorporate R.ating IvIethodology (Aug. 12, 201.1); 	. 
--Utilities Sector Notching and Recovery Rating& (Aug. 12, 2011); 	' 
--Parent and Subsidiary Rating Linkage (Aug. 12, 2011). 

Applicable Criteria and Related Research: 
Corporate Rting Methodology 
http://www.fitchratings.comicreditdeskireports/reportirame.cfnapt  id=647229 
Recovery Ratings and Notching Criteria for Utilities 
http://www.fachratings.comicreditdesk/reports/report  frame.cfm?rpt_id=677735 
Parent and Subsidiary Rating Linkage 
http://www.fitchratings.comicreditdesk/reports/report_frame.ofm?rpt_id=647210  

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND IMSCLAIMERS BY 
FOLLOWING 	 THIS 	 LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, 
RATLNG 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 AR.E AVAILABLE FROM THIS SITE AT 
ALL TafES. 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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MOODY'S 
INVESTORS SERVICE 

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

Global Credit Research - 16 May 2012 

On 15 N/lay 2012, Oncor Electric Delivery Company LLC (Oncor: Baal Senior Secured, 
Negative Outlook) announced two senior secured note offerings, a $400 million 4.1% coupon 
note due June 2022 and a $500 nillion 5.3% coupon note due June 2042. Separately, Oncor 
announced that it eigoanded the borrowing capacity of its senior secured bank credit facility by 
$400 million to $2.4 billion. 

Combined, we view these announcments as a credit positive for Oncor'because it eliminates 
near-term refinanincing risk and bolsters Its liquidity sources. However, these actions are not 
sufficient enough to affect our negative outlook 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 Outlook) and affiliate, Texas Competitive Electric Holdings (TCEH, 
B2 First-Lien Senior Secured, Negative Outlook). 

From a timing perspective, unless there is a iignificant increase in natural gas prices or a 
sustained expansion In market heat rate, we believe EFH and TCEH will need to engage in 
more comprehensive restmcturing activities before their sizable maturites begin in the 
2014/2015 timeframe. As a result, the contagion 'risks for Oncor, while still low, are rising:Thus, 
the decision by Oncor to pre-fund its 2013 rreturity now is viewed as a proactive step to 
insulate itself with respect to future borrowing costs that might have been negatively impacted 
by its parent and TCEHs anticipateded restnicturing activities in advance of their scheduled 
debt maturities. 

We still see a strong set of ring-fence type provisions, including extraordinary corporate 
governance rights provided to minority shareholders, which are designed to protect Oncor from 
the financial distress at iis parent and affiliate. When coupled with the regulatory oversight 
provided by the Public Utility Commission of Texas (PUCT), we see good credit separateness. 
But, as TCEH and EFH weaken, the overlapping directorships across Oncor, its affiliates and 
parent, raise the issue of appropriate fiduciary duties. In our opinion, the key behind Oncors 
ring fence is the independence of Oncors board of directors. 

The bdst case rating outcome for Oncor - if webelieved the prospect of Oncor defaulting as a 
result of an EFH-wide event was near certain, iimuld be a single B rating, most likely a 81, 
which implies 99-100% recovery. But, this hypothetical rating outcorne also assurnes a 
complete failure of the ring fence, a remote probability in our opinion. Therefore,eiur Baal 
senior secured rating for Oncor balances a strong standalone credit quality with the, as yet, 
small tail risk of an EFH-triggered default. Our current negative outlook for Oncor suggests that 
this tail risk is rising but still resides below the 5% range, 

The next rating trigger for Oncor is likely to occur at the time that EFH issues more debt at 
EFIH, all else being equal. 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 monetization activity 
continues, we will increasingly look through the ring fence because we do not believe the debt 
at EFIH will ever return to EFH. 

Contacts .Phone 
James Herrpstead/New Yak 12125534318, 
William Hunter/New York 12125531761 
Walter J. Winrow/New York 12125537943 
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William L. Hess/New York 	 12125533837 

MOODY'S 
INVESTORS SERVICE 

2012 Moody's Investors Service, inc. and/or its licensors and affiliates (collectively, 
"MOODY'S"). All rights reserved. 

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-L1KE SECURITIES, AND 
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S 
PUBLICATIONW) 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 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 moors 
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 
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY 
PARTICULAR INVESTOR, MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES 
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, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT 
LIMITED TO, 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 PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT, 
Al1 information contained herein is obtained 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 IS" without warranty 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 frorn sources Moody's considers to be reliable, including, when 
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in 
every instance independently verify er validate infometion received in the rating process. Under 
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or 
damage In whole or In part caused by, resulting from, or relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any 
of its directors, officers, employees or agents in connection with the procurement, collection, 
compilation, analysis, Interpretation, cornrnunication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental 
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in 
acivance 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, 
constituting part of the inforrnation contained herein are, and mst be construed sclely as, 
statements of opinion and not statements 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 
IfvIPLIED, 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 WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby 
discloses that most isstiers of debt securities (including corporate and municipal bonds, 
debentures, notes and conenercial paper) and preferred stock rated by MIS have, prior to 
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it 
fees ranging from $1,500 to approximately 82,500,000. MCO and MIS also maintain policies and 
procedures to address the independence of MIS's ratings and rating processes. Information 
regarding certain affiliations that may exist between directors of MCO and rated entities, and 
between entities 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.corn under the 
heading "Shareholder Relations —Corporate Governance — Director and Shareholder Affiliation 
Policy." 

Any publication Into Australia of this document is by MOODY'S affiliate, IVIoody's Investors Service 
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969. 
This document is intended to be provided only to 'Wholesale dente within the meaning of section 
761G of the Corporations Act 2001. By continuing to access this document from within Australia, 
you represent to MOODY'S that you are, or are accessing the document as a representative of, a 
'Wholesale clienr and that neither you nor the entity you represent will directly or Indirectly 
disseminate this document or its contents to "retail cliente within the meaning of section 761G àf 
the Corporations Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's 
Japan K.K. (MJKK") are MJKI<'s current opinions of the relative future credit risk of entities, credit 
commitments, or debt or debt-like securities. In such a case, "MIT in the foregoing statements 
shall be deemed to be replaced with "MJKK". MJKK 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 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 issuer or any forrn of security that is available to retail investors. It 
would be dangerous for retail investors to make any investment decision based on this credit 
rating. If in doubt you should contact your 5nancial or other professional adviser. 
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MOODY'S 
INVESTORS SERVICE 

Credit Opinion: Oncor Electric Delivery Company LLC 

Global Credit Research - 01 Mar 2012 

Dallas, Texas, United States 

Ratings 

Category 	 Moody's Rating 
Outlook 	 NerdatNe 
First Mortgage Bonds 	 Baal 
Senior Secured 	 Baal 
Parent Energy Future Holdings Corp. 
Outlook 	 Negathe 
Corporate Family Rang 	 Caa2 
Bkd Serior Seared 	 Cea3/LGD4 
8kd Senior Urisecured 	 Ca/LGD5 
Specula* Grade Liquidity 	 SGL-4 

Contacts 

Analyst 	 Phone 
James Hempstead/New York City 	212.653.4318 
William L Hess/NewYork City 	 212.5513837 

Key indicators 

[110ncor Electric Delivery Company LLC 
2011 2010 2009 2008 

(CFO Pre-W/C + Interest) / Interest Expense 4.7x 4.0x 3.8x 3.0x 
(CFO Pre-W/C)/ Debt al% 17% 17% 14% 
(CFO Pre-WIC - Di‘idends)1 Debt 19% 14% 13% -12% 
Debt / Book Capitalization 42% 43% 43% 42% 

[1] Ail ratios calculated in accordance ith the Global Regulated Electric Utilities Rating Methodology using Moody's standard 
adjustments. 

Note: For definitions of Maooys most common ratlo terms please see the accompanying User's Guidt 

Opinton 

Rafing Drivers 

Rate-regulated electric transmission ald distribution (T&D) utility sening the business friendly North Timms / Dallas-Fort Wcrth 
region 

Supporthe regidatory enlAnonment provies timely reccxery of prudently incurred costs and invastments 

Significant capital expencatures of approximately $1.0 billion per year 

Increasing exposure to contagion risks associatedvvith firencialiy distressed parent and affiliates 

Corporate Profile 

Oncor Electric Delhery Company 11C (Oncor) is an electric transmission and cistribution utility sening the greater Dallas / Ft. 
Worth regions. Oncort reenues are primarily regulated by the Public Utility Commission of Texas (FUCA a credit positiva 
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given the supportive political and regulatory environment In Teas. Oncar is a majonty-oened subsidiary of On= Electric 
Delivery Holcfings Company U_C (not rated) verich is a Melly-owned subsidary of Energy Future Intermediate Holding Company 
(EFIR Caei senior seared / negative) Mich is a vitiollpowned sub&ciary of Energy Future Holdings Corp. (EFH: Caa2 
Corparate Family Ratiag / negative). In 2011, Oncor reported approximately $3.1 billion in revenee, slightly higher than the $2.9 
billion reported in 2010. Oncor is headquartered in Dallas, Texas. 

SUMMARY RATING RATIONALE 

Oncoes Baal seder secured rating primarily reflects es lower risk, rate regulated T&D business activities and the regulatory 
dersight proeded by the PUCT. Oncoes MD assets generate stable and predictable revenues and cash flews. Oncces Baal 
senior secured rating relies heaely on our assessment that the ring-fence type previsions designee to create credt 
separateness from the financially distressed parent, EFH, arid affiliate, IUH,are sound. Netertheless, from a credit 
perspective, we are starting to view the approximately $5.1 beton of debt that resides at ERN, Oncces Intermediate subsidiary 
holding company, as a km of perrnar.ent leverage for Oncor, despite the ring fence. Finally, the rating also reflects an MCA 
assessment of rectors aliened in Mcody's Rating Nlethoddogy for Regulated Electric aed Gas Utilities (the Ra(ing Methodology, 
parlished in August 2009). 

Recent Events 

On Febmary 27, 201Z Moodye changed Oncoes rating outlook to negative from stable. -Me change In rating airlock reflects our 
expectatim that EFH will rely more heavily on Omer to help meet debt service odigations; a rse in event risk and ors 
perception that the ring fence structure is likely to come under pressure. 

On February 24, 2012, EFH completed a two-stage $1.2 billion issuance of new EFIR debt secured by a second lien on EFIFfs 
owrershlp interest in Oncor Holdings, welch in turn, owns BO% of Oncoe As a result of this transacticn, the total amount of debt 
jested and secured by the dealership of Oncor Holdings Is now approximately $5.1 billion welch we are noN Vewing as a forrn of 
Perreanent leverage for Oncor. 

DETAILED RATING CONSIDERATIONS 

Lew-risk business operations *thin a support% regulatory jurisdiction 

Oncor Is a rate-regulated electric transmission ana distribution (T&D) utility sening the greater North Texas I Dallas- Fort Worth 
reglco. All of °neve revenues are regulated by the Public Utility Commission of Texas (PUCI), a credit pcsitive because tithe 
relatively transparent and support* regulatory framework that tends to pedede timely recovery fci: prudently incurred costs and 
Investments. 

As a stand-alone credit, Orcor is voil positioned *thin the Baa-rating category. Oncees fundamentals also compare favorably to 
selected Tee) peers, such as CenterPoint Energy Hasten Electric (A3 senior secured / stalle); AEP Texas Central (Baa2 
senior unsecured / stable); Commonwealth Edison (Baa3 senior unsecured! revien fer upgade) and Ohio Edison (Baa2 serior 
unsecured I stable). 'Way, we see little evidence indicating that a rnore contentious regreatory environment is ccming, although 
the uncertainty sunouvaing event risk deserves =tutoring. 

Stable financial profile benefiteng hem =emoting and tax policies 

Electric MD utilities are critical Infrastructure assets that pecauce stable and predictable revenues are cash flow Over the past 
5 years, Oncor produced an average ratio of cash frorn cperations before changes in working capital (CFO pre W/C) to debt of 
approximately 16%. This ratio includes both securitlzatIon cash flows and related debt, as well as pension and operating tease 
aelustments. In 2011, total debt ess approximately $6.13 billion compared to the $6.5 billion in 2010. 

Cash flows, areusted for changes In evoking capital, have increased to $1.5 billice in 2011 versus $1.2 billion In 2010, and the 5-
year average of $1.1 billion. Prospectively, we expect the ratio of Oncoes CFO pre W/C to debt to decline to low to mkt-teen's 
range as the company continues wth its capital expenditure prcgrams. Haider, in 2011, Cocor produced a ratio of CFO pre 
WIC to debt of roughly 21.4%, higher than eeat we originally expected. ln our opinion, the increase appears to be partly due to 
the ten:weary benefits associated with federal tax and accounting policies, including bonus depreciation. Teday, we view these 
benefits as umsustainable over the long term horizon. We estimate that excluding the stimulus benefits could reduce CFO by 
roughly $200 - ?zoo million. 

We still Incorporate a view that the Texas based TeD utilities can endure levier credit metrics for a given ratirg categery. In our 
opinion, Texas TeDs have a slightly loveer risk profile than the broader TraD peer group as they are not exposed to any provider of 
last resort risk (POLR) rrr commcdry risks. 

Ring fence type previsions appear strong, but not sufficient to fully insulate Cncor from ctedt deterioration or contagion risk 

telay, we still view Oncoes suite of ring-fence type provisions as sthang, but under pressure given the ircreasing issuance of 
debt at EFIR Althargh the ring fence proesiorts are designed to insulate Oncor tram its financially distressed parent and 
affiliatea, especially with respect to an involuntary bankruptcy filing, ue see EFH relyeg mere heavily on Oncor for upstream 
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diedends. This reliance raises some quaAtions regarcing the independence of the indeperident board of directors, especially eith 
respect to the approral of signiecently higher diedends than peer:lusty contemplated. 

The mere presence of pressure In the Insulation of the ring fence raises considerable credit rating risks for Oncoes ratings, in 
part due to the financial distress exhibited at bcth EFH and ICEH. 

We continue to highlight the risks associated with both Omar as wee as EFHs SEC disclosures that the ring feree might not 
work as Intended. We are now remraluating these disclosures in light of EFIes strategy to transfer and migrate its parent holdng 
company debt, as wall as the debt of eteEle. on top of Orme 

Sepatateness constrained by legacy lertically integrated business model 

Oncees affiliate, lexas Electric Competithe HoleingseTCEHT, is a Molly awned subsidiary of EFH. Both ItEel and EFH are 
trencially distressed companies veth untenable capital structures. Despite the ring fence around Oricor, we cannot completely 
Igncre the substantial intereelationshIps that exist between Oncor and its affiliate, TCEH, and parent, EFH. These inter-
reiationships, in otr opinion, are primarily derimd from the fact that EFHs assets represent the legacy, tertIcally integrated 
electric utility, Toms Electric Utilities Cempany. 

' There are financial relationships between Onccr arid its retail electric proider affiliate, such as a s'meable concentration of 
reranue roughly 30% - 40% of Oncost rewrites are associated with IeLl Energy (Retail), down from 50% - 60% a few years 
ago. There are eiso certain interest and tax expense make-Mole agreements associated with the collections of certain 
transitlm chanaes that senice Oncoes Aaa-rated securitization bonds, joint and seeerable pension exec:ewes, nuclear 
decommissioning collecticn accounts and other corporate shared senices. Oncoes exposure to contagion dsks associated with 
potential restnecturing actiettes at its affiliates and parent, regardless of the legal and other structural nng fencing proesions, 
place its contagion risk at a much higher Mei than its utility T&D peer group. 

Event risk actitity increasing 

Oncoes e‘ent risk profile is also higher than most T&O utility peers. We belie.e Oncor is likely to experience some merger or 
acquisition acthity in 2012,or 2013, but not liefore EFellssues another $2.0 billion of debt secured by Oncoes implied equity 
mlue. 

The indrect lemaraging of Oncoes Impiled equity mite creates some regulatory risks, in as opinion, associated with change of 
control oversight. 

Significant capital expenditures constrain raengs 

Oncor plans a large capital ireestment program of approximately $1.0 per year crier the next semral years. Ties expendittaes 
include irrastments for the Aduanced Metering program (AMS) deployment and the Competitive Renewable Energy Zone (CREZ) 
transmission expansion, Mich Is still expected to be completed by 2013. 

Capital structure !irritation and diedend policy need to be monitored carefiely 

*One of the main proesions of the proposed ring fence fix Oncor is a limitation cn the debt component to the capital structue. 
This limitatim tracks Oncoes authaized capital structure at 60% maximum debt, but excludes shod tehn debt. We Vew a 
100% &Mend payout ratio negate* from a credt perspectim, amn for lowerrisk T&D utility, but especially fir a utility with a 
lame capital keestment program. Our cencems with an increasing dedend am also premised on the flexibility that GAAP 
reporting pades a management team, and we Vew earnings bolstered by stimulus programs or non-cash items as urstainable 
orar the long term horizon. 

Liquidity 

Oncoes liquidity appears adequate at this time. Our liguldty assessment for the next four quarters specificdly excludes any 
access by Oncor to the capital markets. in 2011, On= generated approximately $1.46 billion of cash frorn operations, incuteed 
approximately $1.37 billiori in capital expenditures and made upstream diiidend payments to its parent of roughly 5145 riltion, 
resulting in a modest negathe free cash flew pcsition. 

In October 2011, On= amended and extended its 52.0 billion secured revoking credit facility. The credit fadlity matures In 2016 
and Oncor has the option of requesting up to twe ad:Miami one-year extensions subject to certain conditions ape lender 
approial. At December 31, 2011, there were $392 rellion of lemming and $6 rrillicn of letters of credt outstandng meer the 
facility. 

• The 52.0 billion credit facility has a 65% debt to capitalization firencial cerement, welch we eew as reasonably positee in the 
sense that it proedes the ccmpany eith some modest cushion frorn where its debt to capitalization is expected to be 
maintained as pert of the propceed ring fencing and regulatay authorization (60%). But the bank cchenant calculation, Mich 
cunently has a significant amount of headroom cushion, Includes roughly $4 billion at goodwill. In contrast, the regulatory 
capitalizaticn calculation does not incorporate goodwill, but it also excludes short terrn batwings under the reralker which wore 
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Moodys 12- 
18 month 
Forward 

View" As of 
February 

2012 
Measure Score 

A 

Raa 

Ba 

Bea 
3.0- 4.0x Bea 
13- 20% Baa 
10- 15% Baa 
40-45% Baa 

Baal 
Baal 

roughly $0.4 billion at yea' end 2011. We do not view Oncor as having eny other meaningful sources of alternate liquidly. 

Prospectively, we expect Once( to produce approximately $1.2 - $1,5 billion in cash flew from operetions In the next 12 months 
and to spend roughly $1 billion In capeal expenditures. We believe Oncor veil materially increase lts upstream dividends in the 
rear-term which was $145 million in 2011. Them are no material ciatt matteities tett May 2912 %hen $376 millicn In senior 
notes will be due ($131 million of amortizing transition bond debt is also due in 2012). 

Rating Outlook 

Oncoes negative leting outlook reflects our belief that EFH erill rely more heavily on Oncor to help meet debt service obligations; 
the issuarce of approximately $5.1 billion of EFIH debt secured by On= Holding's equity interest in Oncor, ehich we now view 
as a forrn of pemedient leverage for Oncor, and cur perception that the ring fence structure might not proWde a level of credit 
insulation then we originally expected. The negative outlook also reflects our belief that event risk is hill, and rising. We believe 
a change of control is likely over the next 12 to 18 months, which cotid trigger a rnore contentious pclitical or regulatory 
environment. 

What Could Change the Rating • Up 

Ratirgs are unlikely to be upgraded in the near to mid-term. Instead, we see Oncor increasing its Irnerage, and weakening its 
cash flow metrics, as it materially increases its upstream of vidend obigation. Tnat said, Oncoes vent risk Is high; Hoeever, 
shoed Oncor be acquired and recapitalized, rating upgrades could result. The senior secured rating could also be upgraded if 
Oncors cash kw from operations, adjusted for changes ln eoridng capita/ (CFO pre-vio) to debt ratios including debt at EF11 
were to improve to the low 20"'s rare% on a sustainable basis. 

What Could Change the Rating - Down 

Ratings cculd be downieraded If CFO preeidc to debt ratios declined to the loweeert's range, or below the 10% range wfien 
adjustirg for the debt at EFIle, which es are now \leering as a fon of permanent ktverage cn Oncor. A more contentious political 
or regulatory environment, especially where the timeliness ot recovering prudently incurred costs and investments Was affected 
or if the Oncor board commenced a more eggmssite upstream dividend policy, or other corporate finance policies, that delays 
fnancial strergthering at Oncor. Ratings could also fall by muttiple rotches if Oncoes ring fence structure is breached, cr 
appears to be materially weakenng. 

Rating Factors 

Oncor Electric Delivery Company LLC 

hegulated Electric and Gas Utilities Industry OR Current 
12/3112011 

Factor 1: Regulatory Framework (25°4 
a) Regulatcry Framework 

Measure Score 
A 

Factor 2: Ability To Recover Coas And Earn Ratums (25%) 
a)Ability To Recover Costs And Earn Returns Baa 
Fedor 3: Diversification (1011/4 
a) Market Position (10%) 
b) Generation and Fuel Di \amity (0%) 

Ba 

Factor 4: Financial Strength, LiquidityAnd Key Financial Metrics 
(4074 
a) Liqukfty (10%) 
b) CFO pre-WC 4' interest/ erterest (3 Yearaeg) (7.5%) 
c) CFO pre-WC / Debt (3 YearAvg) (7.5%) 
d) CFO pre-WC - Dividends 1 Debt (3 Year Avg) (7.5%) 
0?) Debt/CapitalizatIon (3 Year Avg) (7.5%) 

4.2x 
l'3% 
15% 
43% 

Bea 
Bea 
Bea 
Bea 
Baa 

ilatIng: 
a) tedcated Rating from Grid 
b)Actual Rating Assigned 

Baal 
Baal 
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• THIS REPRESENTS MOODY'S FORWARD VIEW; NOT TtiE VIEW OF 
THE ISSUER AND UNLESS NOTED IN THE TEM-DOES NOT 
INCORPORATE SIGNIFICANTACCUISMONS OR DTVESTITURES 

(1] All ratios are calculated using Moody.; StandardAdjustments. (2] As of 12/31/2011; Source: Moody's Financial Metrics 

1\400DY'S 
INVESTORS SERVICE 

© 2012 Moodys Investors Service, Inc. and/or its licensors arld affiliates (collectively, "MOODYS"). All rights reserved. 

CREDIT RATINGS ISSUED BY wows INVESTORS SERVICE, INC. rMIS') AND ITS AFFILIATES ARE 
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT 
COMMITMENTS, OR DEBT OR DEBT-UKE SECURITIES, AND CREDIT RATINGS AND RESEARCH 
PUBUCATIONS PUBLISHED BY mocers (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 
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS,* THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS 
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT 
urvirrED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND 
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBUCATIONS ARE NOT STATEMENTS OF CURRENT OR 
HISTORICAL FACT. CREDIT RATINGS AND wares PUBLICATIONS DO NOT CONSTITUTE OR PRCMDE 
INVESTMENT OR FINANCIALADVICE, AND CREDIT RATINGS AND mocors PUBUCATIONS ARE NOT AND 
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. 
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABIUTY OF AN 
INVESTMENT FOR ANY PARTICULAR INVESTOR. mcoors ISSUES ITS CREDIT [WINGS AND PUBLISHES 
mooprs PUBUCATIONS WffH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL 
MAKE ITS OWII STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR 
PURCHASE, HOLDING, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT 
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, 
FURTHER TRANSIVUTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR 
SUBSEQUENT USE FOR ANY SUCH pURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BYANY FERSON WITHOUT MOODYS PRIOR WRITTEN CONSENT. All information 
contained herein is obtalned by MOODYS 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, ail inforrnation contalned herein is provided 
"AS IS" without warranty of any kind. MOODYS adopts all necessary measures so that the information it uses in 
assigning a credit rating is of sufficient quality and from sources Moodys considers to be reliable, including, when 
appropriate, Independent third-party sources. However, MOODYS is not an auditor and cannot in every instance 
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have 
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, 
any error (negligent or otherwise) or other circumstance or contingency within osoutside the control of MOODYS or any 
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, 
interpretation, communication, publication or delivery of any iuch information, or (b) any direct, indirect, special, 
consequential, compensatory or incidental damages whatsoever (including without iimitation, lost profits), even if 
MOODYS 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, constituting part of the 
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or 
recommendations to purchase, sell or hold any 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 
IVFOODYS !MANY FORM OR MANNER WHATSOEVER. 
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MS, a wholly-owned credit rating agency subsidiary of Maodys Corporation (MCO"), hereby discloses that most issuers 
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred 
stock rated by MIS have, prior to assignment of any rating, agreed to pay to isigS for appraisal and rating services 
rendered by it fees ranging from $1,500 to approxirnately $2,500,000. MCO and MIS also maintain policies and 
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations 
that rnay exist between directors cf MCO and rated entities, and between entities who hold ratings from MIS and have 
also publicly repoiled to the SEC an ownership interest in MCO of rnore than 5%, is posted annually at 
www.moodvs.cona  under the heading ''Shareholder Relations — Corporate Govemance — Director and Shareholder 
Affiliation Policy." 

My publication into Australia of this document is by MOODY'S affiliate, likodys Investors SerViCe Pty Limited ABN 61 
003 399 557, which holds Australian Financial Services License no. 336969. 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 from within Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a 'wholesale client' and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail dente within the meaning of section 761G of the Corporations Act 
2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Maody's Japan K.K. (P.4.1KK) are 
NUKK's current opinions of the relative future credit risk of entitles, credit commitments, or debt or debt-like securities. In 
such a case, MS" in the foregoing statements shall be deemed to be replaced with "MJKK". MJKK is a wholly-owned 
credit rating agency subsidiary of IVioody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings Inc., 
a wholly-owned subsidiary of MCO. 

This credit rating is art opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of 
the issuer or any form of security that Is available to retail investors. It would 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. 

DKT 46238 STAFF RFI Set l QN 1-1 (ONCOR] VOL 
	

00041658 



0000659 	
i 



MOODY'S 
INVESTORS SERVICE 

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

Global Credit Research - 27 Feb 2012 

Approxirnately $7 billion of debt securities affected 

New York, February 27, 2012— Mooays lnaestors Service changed the rating clued* for Oneor Electric Delivery Cernpany LLC 
(Oncor) to negative from stable and affirmed the comparees senior secured rating at Baal. The change in outlook is primarily 
driven by our evaleng aiew of the contagion risk that Oncor is exposed to by its financially distressed affiliate, Texas Competitive 
Electric Ficidrigs Company LLC (TCEH) and its ultimate parent, Energy Futue Hcidres Cap (EFH). 

In a separate rating action, Moody's affirmed EFifs Caa2 Corporate Farrier Rating (CFR), Caa3 Probability of Default Rating 
(PDR) and SGL-4 Speculatiae Grade Liquidity Raring. We also affirmed the Caa3 (L(D4, 62%) rating for EFThis 11.75% senior 
secured second Nen Rotes due 2022 On February 24, 2012, EFH Increased the principal amount of this security by $350 

Oncoes negative outlook Meets our view that EFH will rely more heavily on Oncor to help fund EFIes sizeable det4 service 
needs and the indirect leaetaging of Oncoes implied equity %due. EFH has Issued appreximately $5.0 billion of debt thmugh one 
of its intarneciate, subsidiary hcidirig companies, Energy Future Intermediate Holdngs Company LLC (EFIH). wherein EFIH has 
pledged its interests of Oncor Electric Deliaery Holdings Ccrnpany (Oncor Hokings - emoted), as security coffateral. 

'EFH will continue to pledge its ownership interests in Once( Hokfings as security delete/el for new ERH debr said Jim 
Hempstead, Senior Vice President, "and we are now viewng this debt, etich sits outside of the ring fence structure, as a form 
of permanent leaerage for Cncor. As a result, there is an increasing probability Oncoes ratings could be downgraded mer the 
next 12 to 18 months." 

RATINGS RATIONALE 

Today, Oncoes Baal senior secured rating reflects a low risk, rate regulated transmission and distribution utility business, which 
tends to produce relatively stable finaricial metrics. Oncor benefits materially from the regulatory oversight authodty associated 
with the Public Utility Commission of Texas (PUCT), vetch in our opinion, proddes a suppathe eneronment for the timely 
recovery of pruciently incurred costs and investments. The rating also relies heaely on our assessment of the ring-fence type 
provisions designed to create credit separateness between Cncor and its more risky pareet and affiliates. 

The most impatant structural babfits are those associated with the special corporate goemance rights provided to the 
indeperdent board of &factors at Oncor. Those rights include append authority over dividend policy, and Oncoes board can 
prevent the payment of dedends; the approval of mateeal transactions arid new transactions Wei affiliates (such as Teel, the 
transfer of assets to non-ring fenced entities and the amendment of certain provisions to Oncoes LLC operating agreernat. In 
adcition, Oncoes independent directas must unanirncusly approve certain material actions, inducing: mergers and acquisitiors, 
if Oncor is not the striaing entity, or if a transaction inacives an EF11 entity; the transfer of all or substatially all of Oncoes 
assets; the institution of insolaency proceedings and any liquidaticn of Oncor without providing for payment of all Oncor 
creditors. 

"We believe elements of the ring fence are beginrirg to show signs d pressure," Hempstead added, "as Oncor is placed into a 
more meaningleil nee in assisting both EFH and TICE.H with their interest and debt service obligations." Aside from the current 
debt servicing requirements of EFIlis indebtedness, the continued leveraging of Oncces implied equity value through the 
issuance of secured EFIH debt could, In cur cpinion, introduce regulatory risks over change of control caersight authority and a 
matedal increase of upstream diedends which calls into question the indeper dence of the independent board. 

"To that end," added Hempstead, "seaming the equity \due at Omor wilh incremental debt at EFIH provides no incremental 
benefit to Onca and only benefits EFH and TCEI-1". 

Oncoes ring fence provisions are fortified try Oncor Holdngs, a Delaviere limited liability ccapaation which is included within the 
ring fence structure. In oar opinion, Cncor Holcings operating LLC agreement represents a key compcnent to the ring fence 
structure aid Is Vowed as the prindipal gleaming document km a credit perspective. Cncor Holdings owns approximately 80% 
of Oncoe Oncor Fbldings is 100% owned by EFIH, which in turn, is 1C0% owned by EFH. EFH, and its other primary operating 
subsidiary, TCEH, are aievded as financially distressed companies eith untenable catetal strJctures. 

importantly, our Baal eerier secured rating factors in the collateral package afforded to first Hen creditors, which we view as 
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being quite strong. Typically, Moody's ratings for senior secured debt issued by regulated electric utility companies tend to be 
two notches higher than the underlying rating or senior unsecured rating assigned to the issuet In Oncoes case, the company's 
rated capital structure only includes senor secured debt and the company does not have an Issuer Rating, efiech is a opinicn of 
its abeity to honor lorigterm senior unsecured financial obligaticre and contracts. As such, if Oncor did hme a rating on an 
unsecured obligation or an Issuer Rating, It would likely be bra notches below the company's Baal senior secured debt rating or 
the egritelent of a love Bea rating. 

°neat ratings could be dow-graded if sizeable upstream dedends occur without addressirg the sizeable balance of its shot-
terni debt cutstareIng and before the elevated capital expender:a program subsides; if EFI-VERH issues additional debt secured 
by Oncor Holdings 80% ceenershlp interest In Oncor, especially if such debt includes affiliate debt associated eith TCEH; or if 
Oncofs cash flow to debt financial metrics, adjusted for the debt secured by Oncor Holdings, falls below 10%. 

Mcodys also breleas that the possibility of Oncoes senior secured rating falling below the imestment grade rating category 
cannot be need out Beth Oncor and EFH continue to dsclose the possibility that, under certain conditions, the ring fence type 
proesions night not work as *med. While today's rating for Oncor continues to acknaMedge the benefits of the ring fence, we 
beeline pressure on the ring fence is risirig as EFH continues to indrectly learage its equity ownership in Oncor, and vel 
incrementally rise further as EFH relies more hemily on Oncor for upstream diedends. 

EFIes Cee2 CFR arid real FUR reflect a financially &tressed company with limited flexibility. EFela capital structure is 
complex and, in air opinion, untenable which cells Into question the sustanability of the business model and expected duration 
of the current liquicfity reserves. 

Prospecthely, EFers ratings are unlikely to be upgraded ow the near to Intermediate term horizon, largely due to our 
expectations regarding cash flow and the cormiexity of the capita structure. Should natural gas commodity prices and market 
heat rates improia materially, and for a sustained period of erne, there could be upWarti pmssure on EFies ratings. Over the 
near-term horizon, ratings are more likely to fall, and Incliedual classes of securities hme a reasonably high probability of 
experienclng a limited default, as Moodya defines it, based on oi.r kited default / distressed exchange policies. 

The ratings for EFH, its subside:Ms and indiedual debt Irstruments are dereed fran the CAa7 CFR, lath the exception of On= 
due to Its ring fence type pneisions. 

The ratings for EFH, TCEH, EFCH and EFIlis indredual securities were determined usirg Moody's Loss Geen Default (LGD) 
methodology. Based an EFH's Caae CFR arid Cara PDR, and based strictly on the priority of claims within those entitles, the 
LGD model would suggest a rating of Ca for EFHs arid EFIles senior secured debt securities. EFIefs reel fest and second lien 
ratings reflect the fact that the holders of these secuities also benefit flare their secuety interests of Oncor Holdings equity In 
Oncor. 

'the principel methodology used for EFH was Unregulated Utilities and Peeer Companies published In August 2009. The 
principal methodology used for Oncor was Regulated Electric and Gas Utilities published in August 21:09. Please see the Ceedt 
Policy page on ewremoodys.com  for a copy of this methodology. 

REGMATORY DISCLOSURES 

Although this credit rating has been issued in a non-EU country which has not been recognized as endorsable at this date, this 
credt rating Is deemed "EU qualeed by extensiore and may still be used by financial institutions for regulatory purposes until 30 
April 2012. Further information on the EU endorsement status and on the Moody's office that has issued a particular Credt 
Rating is available on wevemoodys.corn. 

For ratings Issued on a prugram, series or category/class of debt, this announcerrent proedes releant regulatory disclosures in 
relation to each rating of a subsequently issued bond or note of the same series or category/class of debt cc pursuant to a 
pregram for whicb the ratings are dereed excluseely from existing ratings in accordance with Moody's rating practices. For 
ratings Issued on a support proeder, this arerouncement proedes Meant regulatory disclostees in relation to the rating action 
on the support p-elder and In relation to each particular rating action for securities that [lee* their dedt ratings from the 
scpport proedees credit rating. For preesioneJ ratings, this announcement praides telment regulatcry &closures in relation to 
the proesioreal rating assigned, and in relation to a definithe ratlng that may be assigned subsequent to the final Issuance of the 
debt, in each case Mere the transaction structure and terms have not changed prior to the assignment of the definitia rating in 
a manner that would hme affected the rating. For further information please see the ratings tab on the issuer/entity page br the 
respectee Issuer on www.moodys.com. 

Moodys considers the quality of information mailable on the rated entity, obligaticn or creet satisfactory for the purposes of 
Issuing a rating. 

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient quality and from 
sources Moody's considers ea be reliable including, Wien appropriate, independent thirceparty sources. Howeer, Moodys is not 
an auditor and cannot in vary instance iridependently %el* or eeidate information receeed in the rating process. 
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Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com  for kirther information on 
the meaning of esch rating category and the definition of default and recovery. 

Please see ratings tab cn the issuer/entity page on vwirw.i rucklys.corn for the last rating action and the rating history. lbe date 
on which sorne ratings were first released goes back to a time before Moody's ratings were fully digitized and accurate data may 
not be available. Consequently, Moody's prmides a date that It betimes is the mast reliable and accurate based on the 
information that Is auidlable to it. Please see the ratings disclosure page on our website wwwmoodys. CCM for kuther 
information. 

Please see wmumoodys.com  for any updates on changes to the lead rating analyst and to the Mcocty's legal entity that has 
issued the rating. 

In adcition to the information en:Nide:I below please find on the ratings tab cf the issuer page at wwatmoodys.com, for each of 
the ratings caered, Moody's dsclosures on the lead rating analyst and the Moody's legal entity that has issued each of the 
reAings. 

James Hempstead 
Senior Vice President 
Infrastructure Finance Group 
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This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of 
the issuer or any form of security that is available to retail investors. It would 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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Summary: 

Oncor Electr Delivery Co. LLC 
Credit Rating: BBB~/Stable/NR 

Rationale 
Standard Bc Poor's Ratings Services ratings on Oricor Electric Delivery Co. LLC (Oncor) reflect the company's 

stand-alone business and financial risk profiles. Oncor Electric Delivery Holdings Co., a wholly owned subsidiary of 

Energy Future Holdings Corp. (EFH; CCONegativel—), owns 80.033% of Oncor, and Texas Transrnission 

Investment LLC owns 19.75%. Texas Transmission is indirectly 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 

through its private-equity and infrastructure arm, GIC Special Investments Pte. 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 ik Poor's to view the company separately frorn its 

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 EFEI 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 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 amount, and the abiliry 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 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 creditors when acting or voting on any material action, two of whom 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 thc Public Utility Commission of Texas (PUCT) to maintain the 60% dcbt and 40% equity 

capital structure, incur a certain amount of capital spending by 2012, and maintain certain reliability standards. 

Oncor is an electric transmission and distribution 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 rerrns). 

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

has low operating risk, lack of 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 arc generally supportive of credit quality. In August 2011, the PUCT approved the settlement reached 
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Summary: Oncor Electric Delivery Co. LLC 

by Oncor and intervenors in its latest rate case filing. The settlement agreement provided for a base race increase of 
$137 million ($93 million effective July 2011, with the balance effective January 2012) based on a 10.2.5% return 
on equity (ROE) and a capital structure of 60% debt and 40% equity. The company had initially requested a $353 
million base rate increase based on an ROE of 10.25% and a capital structure of 55% debt and 45% equity. 

Although Oricor owns the transmission and distribution systems that deliver electricity to retail and commercial 
users, its customers actually consist of more than 75 retail ekctricity providers (REPs) that operate within its service 
territory. Of these REPs, Texas Competitive Energy Holdings Co. LLC (TCEH), an EFH affiliate, accounted for 
36% of Oncor's 2010 revenues, while subsidiaries of a nonaffiliated REP accounted for 12%. Of the remaining 
REPs, no other entity accounted for rnore •dian 10% of Oncor's 2010 revenues. Oncor relies on these REPs to remit 
timely payments for distribution services rendered; a default by a REP would Cause delays in payment and could 
pressure Oncor's liquidity. As of Sept. 30, 2011, Oncor's trade accounts receivable from TCEI-1 were $168 million, 
or about 9% of revenues for the period. If a REP declares bankruptcy, Oncor can recover the amounts not received 
by deferring such amounts as a regulatory asset and then requesting recovery through a rate case filing, although this 
rule applies only to nonaffiliated REPs and not to TCEH. In case of any default in the payments of accounts 
receivable by TCEH, Oncot can recover any claims by withholding distributions to the two owners until it is made 
whole. Additionally, if TCEH were to delay or stop payments, Oncor would have a senior unsecured claim against 
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 transmission projects relating to competitive renewable energy zones 
(CREZ), which will provide load areas with access to wind-generated electricity. The total cost of these transmission 
projects is now estimated co be $2 billion. As of Sept. 30, 2011, the PUCT had approved all 17 projects and had 
issued 14 Certificate of Convenience and Necessity amendments. Oncor has spent $689 mi)lion as cumulative 
capital expenditures on the CREZ projects through Sept. 30, 2011. Effective July 1, 2011, Oncor recovers the cost 
of wholesale transrnission service through a separate rate, the Transmission Cost Recovery Factor (TCRF), and not 
through base rates. The change has no impact to the company's operating income. Separately, Oncor recovers the 
cost of retail transmission service through a separate rider, the transmission cost of service (TCOS). 

Oncor's financial risk profile is aggressive. The company projects that its capital spending program will total $3.6 
billion from 2011 ro 2013, widi about $1.4 billion incurred in 2011. Given the large capital spending program, we 
expect the financial profile to weaken somewhat from current levels, while still remaining sufficient to support 
current ratings, albeit with a reduced cushion. As the CREZ investments peak in 2012 and funding needs increase, 

Standard 8c 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. As of Oct. 25, 2011, Oncor distributed 
about $145 million to its two owners. 

For the 12 months ended Sept. 30, 2011, adjusted funds from operations (FFO) were $1.25 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, adjusted total debt was $6.41 billion, excluding $591 
million of securitized debt but including $553 million of short-term debt. Adjusted FFO interest coverage was 4.2x, 

adjusted FFO to total debt was 19.5%, and adjusted total debt to total capital was 65.2%. In computing debt 
leverage, Standard 8C Poor's deducts the entire amount of goodwill contributed to Oncor by EFH as a result of 

purchase accounting rules; this amount totaled S3.7 billion as of Dec. 31, 2010. In addition, Standard 8c Poor's 
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Summary; Oncor Electric Delivery Co. LLC 

computes adjusted debt leverage by including both long- and short-term debt, unlike the regulatory computation, 

which incorporates only long-term debt. 

Liquidiry 
Oncor has "adequate" liquidity under Standard 8‘ Poor's corporate liquidity rnethodology which categorizes 

liquidity in five standard descriptors. Adequate liquidity ,supports our 'BBB+ issuer credit raring on ()neon 

We expect that over the next 12 rnonths the company's projected sources of liquidity, mostly operating cash flow 

and available bank lines, will exceed its projected uses, mainly necessary capital eipenditures, debt maturities, and 

common dividends, by rnore than 1.2x. Oncor's ability to absorb high-impact, low-probability events with limited 

need for refinancing, its flexibility co lower capital spending, its sound bank relationships, and its solid standing in 

credit markets further support our assessrnent of its liquidity as adequate. 

Oncor had no debt maturities in 2011, S376 million maruring in 2012, and $S24 million manking in 2013, 
excluding sccuritized 'debt, based on information from the 2010 annual report. We expect that the cornpany will 
refinance debt as it matures. 

As of Sept. 30, 2011., the combined revolving credit facilities totaled $2 billion, with about $1.4.5 billion still 
undrawn. The revolving credit facility expires in October 2016, 

We base our liquidity assessment of adequate on the following factors and assumptions: I  

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

• Debt maturities for 2012 and 2013 are manageable. 

• Even if EBITDA declines by 15%, we believe chat 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 credit 

markets. 

In our analysis, we have assumed liquidity of about $2.4 billion over the next 12 rnonths, consisting of FFO and 

availability under the revolving credit facilities. We estimate the company could use about $1.6 billion during the 
same period for capital spending, debt maturities, working capital needs, and shareholder dividends. 

Standard ac Poor's also expects that Oncor will continue to proactively manage its refinancing needs to' maintain its 

adequate levels of liquidity. We view adequate liquidity as very important for Oncor because, despite the existing 

separateness undertakings with majority owner EFH, adverse developments at EFH may rnake it difficult for Oncor 

to access the capital markets when it needs to. 

Recovery analysis 
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 corporate credit rating (Cat) on a utility depending on the CCR 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 secured bondholders in utility bankruptcies and our view that rhe 

factors that supported those recoveries (limited size of the creditor class, and the durable value of utility race-based 
assets during and after a reorganization, given the essential service prOvided and the high replacement cost) will 
persist in the future. 

Standard & Poor's Research February 6, 2M2 	 • 

rIt Stendard & Pearl. M rights reserved. No reprint or di:minion areneut Standard & Paers pernussmn. See Terms of Use/Dubow on Me last pap. 

DKT 46238 STAFF RFI set 1 ON 1-1 EONCOR] VOL 
	

0000669 



Summary: 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 collateral pledged to bondholders, rnanagemenes stated intentions on future FMB issuance, and the 
regulatory limitations on bond issuance. FMB ratings can exceed a CCR on a utility by up to one notch in the 'A' 
category, two notches in the 'BBB categom 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. 

Outlook 
The stable outlook on the rating incorporates expectations of generally stable, albeit modestly weakening, financial 
performance over the next 12 to 2.4 months stemming in large part from the company's planned investrnent in the 
CREZ projects which will peak in 2012. Standard & Poor's base case projections for Oncor incorporate an 
•aggressive" financial risk profile such that adjusted FF0 to total debt is rnore than 14% and adjusted total debt to 
total capital remains at about 65%, including short-term debt and excluding the impact of purchase accounting. 
Should adjusted FFO to debt decline below 14% on a consistent basis duc to the inability to recover invested capital 
on a timely 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 trigger a ratings downgrade. Given Oncor's level of debt leverage, we do not contemplate 
a higher rating, despite the company's excellent business risk profile. 

Related Criteria And Research 
• Standard & Poor's Standardizes Liquidity Descriptors For Global Corporate Issuers, July 2, 2010 
• Business Risk/Financial Risk Matrix Expanded, May 27, 2009 
• Analytical Methodology, April 15, 2008 
• Assessing U.S. Utility Regulatory Environments, Nov. 7, 2007 
• Changes To Collateral Requirements For '1+' Recovery Ratings On U.S. Utility First Mortgage Bonds, Sept. 6, 

2007 
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Key Rating Drivers 

Ratings Upgrade: Fitch Ratings upgraded tho issuer default rating (IDR) and security ratings 
of Oncor Electric Delivery Company, LLC (Oncor) by cne notch on Aug. 26, 2011. 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 in recent rate cases that have led to a 
steady improvement in key r.redit metrics. The Rating Outlook is Stable. 

Low-Risk Utility Profile: Oncor's ratings are supported by a healthy regulated transmission 
and distribution (T&O) utility business that provides a stable source of cash flow with.rate base 
growth opportunities related to transmission projects and advanced metering investments. 

High Capex: Oncor plans on spending elose lo $6.6 billion in 2011-2016 on capex, a majority 
of which is driven by transmission grid expansion and the Competitive Renewable Energy Zone 
(CREZ) projects. A tracker mechanism allows Oncor to earn a return on transmission-related 
capital investment with minimal regulatory lag. 

Improving Credit Metrics: Fitch expects Onccr's EBITDA—to-interest ratio to approach 4.8x, 
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 2313' lseuer. Fitch expects Oncor's FFO metrics to be even stronger 
relative to rating category guldefines over 2011-2012, driven by bonus depreciation. Fitch 
expects the FFO-to-debt ratio over 2011-2012 to be in the 22% range before moderaeng to 
17%-18% in 2013. 

Highly Leveraged Parent: Oncor is an indirect subsidiary of highly leveraged Energy Future 
Holdings Corp. (EFH, !DR 'CCC'). White Fitch considers Omer 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 financial deterioration of EFH and non ring-fenced affiliates. 
Oncor exhibits a limited source of equity.funciing given the poor financial health of its parent. 

Adequate Liquidity: Oncor had boriowings of $553 million and letters of credit outstanding of 
$6 million in its $2 billion revolving credit facity, as of Sept. 30, 2011. Oncor raised 
$300 million in long-term debt in November 2011, in part to pay down the revolver borrowings. 
Oncor receney.  amended and reinetated its revolving credit facility so that it now matures in 
October 2016, as compared to October 2013 previously, thus lowering the refinancing risk. 

Vilhat Could Trigger a Rating Acton 

Texas Regulation: Fitch expects a balanced regulatoiy environment for Oncor. Any 
unexpected adverse outcomes in future rate cases cauid result in credit rarirg downgrades. 

Change tri Ownership: Any potential change in ownerehip of Oncor would need to be 

evaluated in conteet of the poteneal new r ng-fencMg arrangements implemented to preserve 
the credit queley of the company. 

Potential Bankruptcy Filing by EFIlt Fitch believes that the ring-fencing measures for Oncor 
are strong, and the assets of Oncor should not he consolidated with EFIA's in the event of 
oankruptcy. 

teNt./.fitchrearge.r.om 
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Capital Structure and Financial trateay 

C:ipital Structure 

Fitch is not expecting any ctienge tri Oncor's ."..arrent authonzed regtestory structure of 60% 
debt /Ad 40% equity, wtch v..as affirmed in lee 2011 raia review. Forrowings under the 
ievo'iver are not Inchreed in the r.tebt calculation. Fitch expects Oncor to manage the tipstream 
eivideed payments to its puroot holding company witho the CO% debt cap. The regulatory 
capitalintion ratio was %2% debt eild 41.8% ectuity as or Sept. 10, 2011. 

Fitc.n expccts (1-cor lo tinzrice the larzie c.lpex requirements for CREZ and advancer.: metering 
system (Atf.4) tr. ar 2j11-2013 from internally generated cash Low from operalir 

external debt r+01.1:4Me aet.31,14.3D earningz at Cesur serv's 'a build up the equity that creates 

moil for nccr to raise d:It to ilnance the cape, waNn its 	dcbt cap. 

Cenitalization f.ltrecture0  
,5 Mil . ere rlima As ,g Sspt 30, In 11) 	 Amount 	 
rktnInr Senteed Wes 	 4.825.0 
Total DeLt 	 41 4,5.0 
It; brld F.#ty am! Minority Int trost 
C'elroon tquity 	 0 
total Caotal 	 12,005.0 
'Other., fr-,ri roquietory r,,iot ,,tructure due to .3oo,Iwill and other adlustments 
Slorca: Company .epoes. 

 

% of Onbt 	S: of Cap 
ISZ 

40 
0 

r,0 
100 

Financial Floxibility 

Omar has taken seqeral steps over the last ;ear or so to provide mcre reeocial flexIbiiiiy, given 
that a is ovined by a highly distressed iiarent. These steps include e/tendino the oebt eiatunty 
profile, periodically issuing long-dcl nt,:es to reduce credit faci.ity borrowings, zi:d mui a 
tnently, amending and restating its revolving credit facility. 

Oacor emended and reAated in Its entirety its secured revoiviw credit facility on Oct, 11. 2011. 
lee 2.0 bAiun restaled credit facrlay has a five-year term, with an opt..:n to :,eek two 
e.!ditIonal one-year eeensions Oncor can request increases In tne ccmmitrtr,nts under tne 
facility, lin to $50 million. The iecility contains a financial covenant of E5% debt to 

.;mitatization. 

Ctedit FacAlties 
is. hi Flo "'O(1M  41  of Sept. 30.1111) 

	
Matunty Date 
	

En( 	 Cre...41 
Eut::••ed Crndot FOc‘ty 
	 1311 
	 2,000 	 1,141 

tows!: r.:omnany reports. 

Related Criteria 
Cort.uate 	Pfl,  ." 	1.1•Al1,esIogy 
f,..0 	flzek,  
P.. 	•J'4.1 .41..tot1tury DOI; 
1 ir•..esie 	401 

Filch coesidias Opcors financial tleibillty'o be ^ ;mcv.4..et cu.sstramed compared with its peeee, 

epen that it cr,irently haz a re...tected source for -.gutty fendin.g due le the Muncie,  health of it • 

parent. úncor oneratiry; very ctose to its regulatory 11 Kit i‘tie cap. Sleep the harrow ngs 
under the i;redit ficility are eet coveted towards the reglget^ry c, Onox has been relying on 
r.iolvar boi.wirgs to •t• 	.; portion of as capex spending lesd pviodicai iss...ri3 long-dated 

0.41 to pay ...trim the r,,  elver borrowinris. The size and tenero et the ceal t feLility 3iiates 

re.). iirr 	OJArany. l. 
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concern around capital access in the event.of further deterioration in the financial condition of 
EFH and nonring-frinced affiliates. 

Oncoes debt maturities (adjusted for 
transition debt) as of Sept. 30, 2011, 
can be found in the Scheduled Debt 
M at urities table 

Ring-Fencing 

EFH and Oncor have implemented 
certain structural and operational ring- 

Scheduled Debt Maturities 
mit., Pro Forma As of Sept. 3U, 201') 

Nasal Year 	 Amount % of Total 
2011 
2012 375 
2013 524.0 11 
2014 
2015 500.0 10 
2015 0 
Thereafter 3,425.0 71 
Total 4,025.0 100 

fencing measures to enhance Oncor's Source: Company moues. 

credit -quality and reduce the risk that 
Orreries assets and liabilities will be 
aubstantially consolidated in the case of a bankruptcy proceeding for EFH and other nonring-
fenced affiliates. Such measures include the sale of a 19.75% equity interest to Texas 
fransmission in November 2008; maintenance of separate books and record?. for trio Oncor 
ring-fenced entities; Oncoes board of directors being composed of a majority of independent 
directors; and prohibitions on the Oncor ring-fenced entities providing credit support to, or 
receiving credit support from, any member of the Texas Holdings Group. 

Fitch believes that the ring-fencing measures for Oncor are strong, and the assets of Oncor 
should not be consolidated with EFFI's in the event of bankniptcy. However. Oncor could suffer 
from reduced access and/or higher costs for capital market transactions in the event that its 
parent files for bankruptcy. 

Management Strategy, Operating Eiwironment, and industry Risk 

Management Strategy 

Maragement is investing a significant amount of capital to expand the transmission grid in 
Texas as part of a Public Utdity Commission of Texas (PUCT)-driven pueh to link the wind nch 
regi.ons of the seate, primerily in West Texas, to the power-consumpeon centers in the east. 
Known as the CREZ prc;ects, Oncoes share of the transmission investment is expected to be 
around $2.0 billion (recently raised from $1.75 billion), and is expected to be cornp:eted by 
2013. Oncor 13 also investing in AMS and energy-efficiency initiatives 

Oncoes dividend policy IS drivon by the ring-fencing arrangement in.plr..e that limits dividends 
to cumulative GAAP net income. The dividend amount cannot be sucn that it forces Oncoes 
regulatory debt/equity structure above 60/40. Due to the heavy CREZ capex spend over 
2011-2013, Oncer is significantly restricting the dividend to the parent holding company. Fitch 
expects the payout ratio to progressively increase from 2013. 

Responding to refinancing risk, management issued $475 Mill on of 325% 30-year notes in 

September 2010, and .S300 miilion of 4.55% 40-year notes in November 2011, using the 
proceeds to reduce credit facitity borrowings and enhance liquidity. Oncor aleo executed 
e.rchange offers in Octieber 2010: S324 million of 6.375% debt due in 2012 was exchanged for 
new 5.0% debt due in 2017, and $126 million of 5.95% debt due in 2013 was enhanged for 
new 5.75% debt due in 2020 Th:s has mitigated, to a large ,v;tent, the near-term refinancing 
risk. and lowered the overall cost of debt. 

r"..:near Electric Detivery Compaly 
Deeember ;5, ?ail 
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Fitch expects management to appropriately termance Oncor's 2012-W13 debt rnaterities to 
mitigate the rlsk that capital access becomes re:ericted should Oncors uitimate parent (ile for 

bankruptcy over that time period. 

Oparating Environment 

Oncor's revenues are fully regteeted and dnven by T80 operetions. Oncor bendita from T&C 
capital trackers that enable adequate and timely recovery of investments through the regulated 
retes in addition to surcharge mechanism ror its advanced metering investmeres. Oncor is 
allowed to request an uodate to tha transmistdon ccseeecovery fector component or its retaii 
delivery rates twice a year. eistribution revenues are correlated with distrilesion volumes, 
which have increased at epproximately 1.2% over ihe last few years. Distaation rates cx be 

changed via rate case, 

near filed a rate wee with PUCT and 203 cities in Januery 2011. 'or an annual tete increase 
ef 5353 million, besed on a :5% eqvity ratio ana a twit yeer endine June 30, 2010. 

PUCT iesued a *mai order in August 2011, the terms of which lamely mieored those of nncor's 
Apil settlem ant with the interveners that erovided for a S1.7 millon base rate increeze, oit 

of alhhh 	migion became effective July 1, 2011 i.nteriin rate increase), and the remainder 

becomes effectisa by 	!, 2012. There was no change to the authorized regulatory capital 

structere ot 6011, (10( and 40% equity, and authorized return on equity of 10.2E%. Oncor 

ayeed rot to filo a crnerat rate .7.:ase before July , 2013 However this restriction does not 
epply to rate inersases through the various trackers that Oncor currently has in place. 

Oncer's customers we Ihe retail electricity providers (REPO. who in tum service retail and 
nonreteil cuatomars directly. Oncor has no direct czmmrieity risk since this is borne by the 
REPa and coneumera in Texas. 

Oncor is exposed to accounts receivaiýe risk due te any potenttal defauits by P.EPs. PUCT has 
tightened the financial resource standards sieelficantly over the past few years that reduce tl':e 
loss .associated witn nonperformance t,y ary REP The riEP cenificaeas granted by P(JCT ean 
be 4uspended and revoked if the REP fails to make timely payment te the TeX) utility. PeCT 
rules allow for the recoeery of uncoilectibee amounts due from noneffiliated P,EPs. Oncur is 

exposee to nonpeiformance by TYU Erergy, its affhialed REP. Oncor *IA appromma;ely 

$175 mullion rdCeiv.11%)185 from Texas Competitive Electric t loldings Company LLC (TCE11) a of 
Seet. 30. 2011. prirronly related to electricity delivery fees. 

Capex 

Capital Evenditure Fc•recast 
•:: N1111 2011e 7.012E 2013t 2914E 2015E 701 BE 
tREZniolloge Support 5:1 ess :10 153 — 
Traristrasion C. id Expansk.r. 220 143 115 34n 47i 100 
imveocal Metr9 WO 150 — — — — 
flow Service 100 170 1Ba 200 2C5 215 
117, i:44er,oncrt/Ceinerol :,:ent 200 230 2.11; 7.as 325 305 
Total Cow 1,410 1,215 950 1,000 1 055 1.019 

:1- &orate. 
Source: Corpany thira.quanel 2311 irweitor :,:r 'Action. 
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Oncor is spending a sigmficant amount of capes as part of the CREZ build-out in f exas. Cost 
of CREZ investMent for Omer is exPected to be around $2.0 billion, out of which $689 million 
had been spent through Sept. 30. 2011. The majority of CREZ-related capex is expected to be 
completed by 2013. 

Oncor is also deploying 3 million advanced meters for all residential and most nonresidential 
retail electricity customers in its service area, at an expected cost of $686 million. Oncor had 
installod more than 2.1 million advanced meters as of Sept. 30, 2011, at a cost of $477 mill on. 
The installations are expected to be completed by the end of 2012. 

At the lime of the leveraged buyout. Oncor made a commitment to PUCT to invest a minimum 
of $3.6 billion over the five-year period ending Dec. 31, 2012 (this capex excludes CREZ 
investment). 

industry Risk 
Fitch has a Stable Rating Outlook for the investor-owned electnc utility sector over the next 
12-18 months. The sector benefits from low interest rates, modest inflationary pressures, open 
capital markets, and low natural gas and power prices. Fitch expects these conditions to persist 
into 2013. 

The favorable fanding environrnent helps offSet any stress that would otherwise result during 
an extended penod of high projected capital investrnent. Capex is expected to remain elevated, 
increasing 5%-6% over 2011 levels. 

Many utilities have reduced regulatory risk by shifting cost recovery from general rato case 
proceedings to standardized tariffs that provide greater certainty and timeliness of cost 
recovery. Moreover. utility investment in this construction cycle seems to be aligned with the 
goals of regulators and policymakers, enhancing prospects for timely ar.d full investment 
recovery, in Fitch's opinion. 

Fitch's outlook for the sector presumes an extended period of cyclically low power and natural 
gas prices. Electric utirities, particularly T&D utilities, are beneficiaries of low commodity prices. 
Low prices for fuel commodities provide crucial headroom for utilities to recover anticipated 
investment in plant arid alder:lent through base rate increases. All else equal, stable to lower 
natural gas and power prices remove a source of upward pressure on monthly utility bills and 
reduce potential consumer resistance and political backlash to hioher rates:Similarly, a low 

. inflation and interest rate environment would clabilize utilities costs and rates. 

Longer term, risks to the stable outlook become more pronounced as secular and cyclical 
factors come into play. Sales growth expectations, already modest at 1%-2% per annum, may 
prove optimistic given the subdued economic growth outlook, and a growing demand for 
energy efficiency and , conservation. The industry faces the double threat of disruptive 
technologies. such as efficiencies in lighting, refrigeration, and software interface. cornhined 
with competitors promoting such products and serv.ces. The industry will be challenged to 
adjust business models to face the new competitive landscape. 

A more immediate vireat might be a change in the operating environment in 2013 and beyond. 
Fitch has specific concerns regarding upward pressure on electricity ra:es, owing to reliance on 
higher cost, Ilion-emitting renewable and other energy resources, and potentially' higher interest 
rates, inflation, natural gas, and power costs from the current cyclically low levels. The upward 
pressare on electricity rates in this scerario could lead to political resistance to future rate 
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Corporate Governance 

Once:-  A '::oard consL,tx of 11 members, of whiat two xi from 'he 	investor 	(KKR 

& Co. t.P -Texas Par.ifk: Grolip-Ooldrnan Bach two rim from to min...x..1y inxastor 	3",x, 

arc New York Stook Exchange independent 	and one N an Of ,.:or cif ...er (Ch•14Tran 

and r,E0 Bob St,uoard) 

rne i.t C sgreemer:,  'equ'r-.11 that 'ha business of 410 comp•lry 130 managed undet Os.) direction 

<,1 ;he 'owl and r.ot any r11-3 wow.; rrumbw, offi-Tr, or empteyel. Any aa,r-odrrylr... to trIP 

dwien.1 nnlicy 	s cor,sgrit of M rninonty -,wn?r directurs and 	!aast d MajC0/ of trio 

board of (Weems prnsent and votir.;;. which ^lust icciude a plait. Hi of t. ? incl•,:endent 
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A unanimous vote is required by the independent directors for amendment of certain provisions 
of the LLC agreement for any -material action that may include a merger, transfer of 
substantially all assets, or the institution of insolvency proceedings. Minority owner directors 
are given additional rights that fall away upon an IPO, change of control, or sliin-off of Oncor 
outside the EFH group. Certain specified Oncor actions require EFH consent, including issuing 
equity, changing the jurisdiction of the company, changing the method for designating directors, 
and changing the entity classification for tax purposes. 

Company Profile 

Oncor is a regulated electricity T&D utility that provides electric delivery services to REPs that 
sell power in the north-central, eastem, and western parts of Texas. Distribution revenues from 
TCEH ropresented approximately 34% of the total revenues for the nine months ended 
Sept: 30, 2011. Oncor Holdings which is a direct, wholly owned subsidiary of Energy Future 
Intermediate Holding Company LLC, owns 80.03% of Oncor's membership interests, Texas 
Transmission owns 19.75%, and certain members of the management team and board of 
directors indirectly own the remaining membership Interests through Oncor Management 
Investment LLC. 

Pension Analysis 

Oncor is a participating employer in the EFH retirement plan, which is a defined benefit pension 
plan sponsored by EFH. Oncor also part!cipates with EFH and certain other subsidiaries of 
EFH to offer health care and life insurance benefits to retired employees. 

lf EFH was unable to make required contributions to the pension plan while it was a member of 
the controlled group within the meaning of Employment Retirement Income Security Act 
(ERISA), Oncor would potentially be liable under ERISA for pension contributions and any 
unfunded pension plan liability that EFH is unable to pay. Oncor's pension obligations are 
approximately 75% of the total EFH pension obligations. 
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The ratings above were solicitor! by, or on behalf of, the issuer, and thereforo, Fitch has been 

compensated for the pi ovislon of the ratings. 
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1 rTTPY'FITCKRATMS.COIWUNDERSTAND,NOCREDITRATINGS IN ADDITION, PA'ING DEFitsTrIT I  
TfIR'.1S OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCYS PUBUC WEB SITE AT 
IAANW.FITCHRATINGS COM. PUSLISHED RATINGS. CRITERIA, AND METHODOLOGES ARE AVAILMILE FROM 
THIS SITE AT ALL TIMES. RICH S CODE OF CONDUCT, CONFIDE;IPAUTY, CONFUCTS OF INTEREST, AFFIUATE 
FIREWALL: COMPUANCE. AND OTHER RELEVANT PCUC1ES AND PROCEDURES ARE ALSO AVAILABLE FROM 
f HE CODE OF CONDUCT SECTION OF THIS SITE. 
Crips.n7,ht0 2011 by Fitch. toc, Fitch Ratings Ltd. and its subsidierns. One State Street Plaza, NY. NY 10004.Talephone: 
1-800453-41324, (212) 1208-0500. Flu: (212)480-4435. Reprodudon or retransmon in whole or in part Is prohlited except 
by permission. AI rights reserved. In Issuing and mantainng its ratings, Ftch oes on factual infortnation it leCeiveS hel 
issuers and undervailers and hum other souses Filch bellow to be male. Fitch 1o:inducts a reasonable investigation of the 
faced siforrnatIon relied upon by It in accordance with its raings mehodology, and obtains reasonable verificahen of that 
Worm:ton from indwendent sautes, to the extent such sources ere avalehle for a given wordy or in a given 
The manrer of Fach's rectal investigatoon and the scope of the third-party verification a obtains volt vary demiding cn the 
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tatters, rinpraisa1s, actuarial reports, engin:A*1g reports, legal opinions and otter reports provided by third parties, the 
ava tisk of independent and ccmpetent Uwe-patty verifweion sources Wet respect to the particular security or in the 
particular FMrdicton of the issuer, and a vanety of other factors. Users of Fitch's ralings should understand that neither an 
enhanced factual trueskation nrx any lied-party verification can ensue that all at the infixmation Fitth rehes on in connection 
v.it a rating writ be accurate ,-,rd maple*. Ultimatly. the t=er and its advisers ate responsible for the acrancy cf the 
infiamahon they provide to Rich and to the market in oiîezing documcrt and other reports, In issuing its dings Fitch must my 
on the work of everts, indaing independent auditors veth respect to-finanual statement and allemevs with resPect lc iclal 
ard tax malfe.s. Furtter, rafings are k4n:mm.1y torward-looksv; and embody assumptions and prodeilOrt about future events 
that hy their nature cannot be verified as facts. As a result. despite any verifirahon of ctarent facts, rulings can be affected by 
futtxa events or ccric'elons that were not antidpated at the time a rating was Iwued or Alined. 
The 'domain:et in this report pro. ded 'es te without any reprosentaion cr warmly cf any kind A Fitch ratng Is an opinon 
as to the credlvdedinese of a seculty This opinion is based on estatislied arieria end methodologes that Fach is 
cnetnuousty evaluating and t..pdabna. Therefore, ratings are the colleMe work orodurt of Fitch and no introvidual, or group of 
irKlividuals, sbiely rat2onsible for a rating. The rating dces not cridrem the risk of loss due to risks other than credit rick. 
unless such risk is spedically mentioned. Fitch is not engag0 in the of%r or sate of any seal* Al Filth report have shaed 
authorship. irdNiduals iderrified in a Fitch report warn kr-solved in, brit arc rot soety responsible for, ate opinons stated there.n. 
The individuals are named ice contact purposes only. A report provkEng a Fitch oiling ì neither a prospectus nor a sulistlute for 

11,1 ri`nrmation asombled, verified and presentee to investors try tre Issuer and Its agents n connection with the sale of the 
seojniies. %give may be delved or withdrawn at amkme for any reason in the sole disaefion of Fitch. Fitrli ckies rot 
prcwide investment adice of any sort. Raings are not a tecornmuidation to buy. sel. or hold any seasiv. Rihnin do not 
formed on he adequacy of market pita, die suitabty of any security for a pancular *actor, o• the tax-twirl:A nature or 
twit.ity of oayments made in resoea to any security. Fitch eseeives fees frorn issuers, insurers, guarantors, viler obligors, 
arc! underwriters (3r ra§rig securities. Eur.h fees genem3y vtiry hom USS1,000 to US$750.000 for dte applicable curree,"/ 
squi.uter,) per issue. In camel cases, Fitch vett rate ali or a ni tither of issues issued by a partrdar 'esucr. cc mwrei rr 
guaranteed by a petit:liar insurer or guarantor, for a singe annual fee. Such fees are expected to vor; ram ti54510,000 to 
U351,E00,0C,0 (cr the appinable currency aluivatent). The assignment. p...btr.:vicri, o d'sserninatIon of a redo; by Frith thall 
nor rorshb,te a ccrsent by Fitch to use it name as art expert in connylun with any registralan statement tied under fie 

5'ates secunties laws, tie Priam-al Sondirms and Markets Act of 2000 V CI:eat Srilain, or ta =gibes iRws cf any 
parlimar pistfiction. Due to Ihe rVatis.e effitilncy of electronic pt.blishing and dstztbulion, Fitch research may be zr.a,/r4a to 
sieczunic %Itisaibes up to 'brae days earlier,  then to print subscnbers. 
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Credit Opinion; Oncor Electric Delivery Company LLC 

Global Credit Research - 01 Jun 2011 

Oatlea Texas, United States 	. 

Ratings 

Category 	 Moody's Rating 
Outlook 	 Stable 
Sr Sec Bank Credit Facility 	 Baal 
Fest Mortgage Bonds 	 Baal 
Senior Secured 	 Baal 
Parent: Energy Future Holdings Corp. 
Outlook 	 Stable 
Corporate Family Rating 	 Cee2 
Bkd Senior Secured 	 Caa3/1.G04 
Bkd Senior Unsecured 	 Ca/LGD5 
Speculative Grade Liquidity 	 SGL-4 
Dallas Power & Light Co 
Preferred Stock 	 NR 

Contacts 

Analyst 	 Phone 
James Hempstead/New sibrk 	 212.553.4318 	. 
Wiam L. HessINew Yanc 	 212.553.3837 

Key Indicators 

(1)Oncor Electric Oelivery Company LLC 

(CFO Pre-WIC + Interest) / Interest Expense 
(CFO Pre-WIC) / Debt 
(CFO Pre-WIC - Dividends) / Debt 
Debt / Book Capitslation 

2010 2609 2008 2007 
4.0x 3.8x 3.6x 3.5x 
17% 17% 14% 15% 
14% 13% -12% 9% 
43% 43% 42% 37% 

WAN ratios calculated In accordance with the Regulated Electric and Gas Utilities Rating kthodolcgy using tvloody's standard adjustments 

Note: For definitions of Moody's most common ratio terrns please see the accompenrng User's Guide. 

Opinion 

Rating Drivers 

Rate regulated transmission and distribution utility irk Texas 

Strong suite of ring fence type provisions designed to insulate Orkcor frorn contegioe effects associated with financially distressed parent 
company 

Stable financial metrics projected over long-term horizon with near-term benefits attributed to Federal accounting and tax polities 

Event risk is high due to parent coritagion issues and increased likelihood for IAA activity 

Large capital Investment program raises rates 

Corporate financial pcticies, including up-stream divdends, important to moitor 

Corporate Profile 

Oncor Electric Delivery Company LLC (Onccr) is an electric transmission and distribution utility serving the greater Dallas / Ft. Worth and North 
Texas regions. Oncoes revenues are primarily regulated by the Public Utility Commission of Texas (PUCT). Oncor is a majodty-owned 
subsidiary of Oncor Electric Delivery Holdings Company LLC (Oncor HoldCo: not rated) which is a wholly-owned subsidiary of Energy Future 
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Intermediate Fielding Company (EFIR Caa3 seder secured stable) Which In turn Is a wholly-owned subsidiary of Energy Future hieldings 
Corp. (EFH-Caa2 Corporate Family Rating (CFR) /stable). In 2010, Oncor reported approximately $2.9 Mon in revenue. Oncor is 
headquartered in Dallas, Texas. 

SUMMARY RATING ReSIONALE 

Oncoes Beal senior secured rating primanly reflects ts lower risk, rate regulated leeD business activities and relatively stable financial metrics. 
We note that Onccr's rating relies heavify on our assessment of the ring-fence type provisions designed to create credit separateness from ire 
more risky parent arnd affiliates, but lhat only a bankruptcy judge can assure its effectiveness. Oncoes Baal senior secured rating Is ten 
notches higher than EFFes Caa2 Corporate Family Rating, The rating also reflects an overall assessrnent of factors outlined In Moodys Rating 
Methodology for Regulated Electric and Gas UUNtles (the Rating Methodology, publIshed In August 2009). 

Recent Events 

On April 14, 2011, Moody's affirmed the Caa2 Corporate Family Rating (CFR) for EFH and changed the rating outlook to stable from negative. 
EFI-fe stable rating outtook benefits Oncor because it reflects our view tree the near-term probatelity of an event of default has been reduced. 
This reduction In near-term default probability is primarlty assoclated with covenant relief related to an affiliate's senior secured borrovrings, 
Including its revolver. EFlis Caa2 CFR set reflects our longeeterrn concerns related to the sustainatility of !Ls buserees model, due to an 
untenable capital structure. 

DETAILED RxreiG CONSIDERATIONS 

Low-risk business operations within a supportive regulatory jurisdiction 

As a stand-alpne credit, Oncor Is well positioned within the Bea-rating category Thls reflects Oncoes lower business and °paroling dale and 
stable rate-regulated revenue, earnings and cash flow. We view the Public Utility Commission of Texas(PUCT) as a net erode positive, end 
often note the relatively transparent regulatory framework. 

For example, In 2009. the PUCT approved a 5115 melon rate increase. Though ihe Increase was lees than half of what Once( aaked. it was 
higher than the AU recommendation of 530 million and the PUCT staffs recommendation of a 5100 merlon recki.ction. The order set an ROE of 
10.25% (about average for most US, regulated utilities) and a 60% debt capital structure (slightly higher then most US regulated Webs). etre 
recently, we note that Oncor has reeched a settlement with interveners related to a rate increase of approximately 5137 million, which is subject 
to the approval by the PUCT. 

Oncor's current financial profile beneitting from accountIng end tax policies 

Over the past 5 years, Oncor produced an average ratio of cash from operations before changes ki working capital (CFO pre WIC) to debt of 
approximately 15%. This ratio Includes both coati/ideation cash flows and debt, as well as pension and operating lease adjustments. In 2010, 
total debt was approximately 56.5 billion. 

Prospecevely, we evect the ratio of Oncoes CFO pre MC to debt to decline to low to mid-teen's range as the company continues Wei its 
capital expendrture programs. Howevee in 2010, Once( produced a ratio of CFO pre WM to debt of roughly 17%, higher than whet we originally 
expected. In our opinion, this ircrease is partly due to the neaetenn benefits associated with federal tax and accounting policies, iecluding 
bonus depreciation. Today, we view these benefits as unsustainable over the long term horizon. 

Maceys still incorporates a view that the Texas based TM) utilities can endure lower crecht metrics for a given rating category. In our opinion. 
Texas TeDs have a slIghey ewer risk pro% than the broader PAD peer group as they are not exposed to arty provider of last resort risk 
(POLR) or commodity risks. 

Ring fence type provisions appear effective for now 

We view Oncoes suite of rIng-fence type provisions as strong. Combined, these provisions are designed to insulate Oncor from its finenclally 
distressed parent, especially with respect to art involuntary bankruptcy filing and substantative consolidation, We continue to view bee, Oricees, 
as wel as EFirfs. SEC disclosures regarding the intended strength of the current ring ferico provisions as a credit negative. Specifically, the 
disclosure that the ring fence might not work as Intended. 

Significant capital expenditures constrain ratings 

Oricor plans a large carittal investment program of approximately $3.6 billion over the next few years. Oncoes capital investment program korn 
21:111 through 2013, excluding CREZ-ratated capital expenditures, is expected to be over 52.0 billion, Tres amount Includes the Advanced 
Metering program (AIMS) deployment and roughly $2.0 billion (up from $1.3 bEion last year) associated with the Competitive Renewable Energy 
lone (CREZ) transmission expansion, which is expected to be completed by 2013. 

Nerdy's observes that Oncoes AMS program could create some materiel derivative benefits for local retail electric providers (REFes), the 
largest of whom Is an affiliate, TXU Energy. In addition, Oncoes CREZ Investment opportunity, which is designed to bring renewable energy into 
the Dallas load center, could have a negative impact for Luminant, also an affiliate, 

While tenger-term in nature, these Investment plans should eventuate,  conreluer to lonseterm stable rate base growth, We generaiy view rate-
base accretive proiects positively, however, the large scale of these projects that Oncor t taking on requires extremely prudent ftnanclal 
planning and timely recovery. or Oroor's key credit metrics could fate modest downward pressure. 

Event risk 

Oncor's event nsk profile is higher than most TeD utility peers. In our opinion, Oncor ls likely to be divested in some fashion over the next few 
years as it represents a valuable end relatively ilquid, but a non-cora, asset for EFH. Conceptually, EFH can divest EFtH along with Oncor 
licIdco and Oncor. thereby eliminating approximately $4.5 billion of debt from EFI-fs consolklated capital structure. The EFIH debt Is secured by 
the emity collateral lri Oncor Holdco, which owns 80% of Oncor. We believe that any divestiture activity would require PUCT approval. 

Separately, we continue to question EFFes long-term business model, primanly due to our view regarding art untenable capital structure. As 
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EFH continues to execute its nab!lay management programs, there could be incremental contagion effects to Oncoes rating, despite the ring 
fence type provisions. This is primarily due to our views that the debt belng layered on top of Oncor (and outsk(e al the ring fence) represents a 
permanent source of leverage for Oncor, even though Ontor Is not legally liable for EFII-fs debt service. We remain concerned with the 
prospect that the PUCT may eventually question the use of Omer HoWeds equity as coflateral, due to the perception of a change in control, 
although we see no eedence al this time. 	 • 

Liquidity 

OncoeS liquidity appears adequate at this time. Our liquidity assessment for the next four quarters specifically excludes any access by Oncor 
to the capital markets. In 2010, Oncor generated approximately $1.1 billion of cash from operations, Incurred apprcedinately $1bIllion In capital 
expenditures and made upstream dividend payments to its parent of roughly S200 million, resulting in a negative free cash flow posItion of 
roughly $100 mullion. 

Oncoes $2.0 bileon secured revolving credit facility (expiring In October 2013) had about S1.5 beion available at year end 2010. 

The $2.0 billion credit facility has a 65% debt to capitalization financial covenant, which we view as reasonably positive in the sense that it 
provides the company with some modest cushion frorn where Its debt to capitalization Is expected to be maintained as part or the proposed ring 
fencing and regulatory authorization (60%). The bank covenant calculation currently has a significant amount of headroom cushion, largely due 
to the covenant's calculation which includes roughly Se bitten of goodwill. The regulatory calculation does not Incorporate goodwill, but a also 
excludes short term borrowings under the revolver. rModys does not view Oncor as having any meaningful sources of alternate liquidlty. 

ProspectIvely, we expect Oncor to produce approximately 51.0 biliton in cash flow from operations In the next 12 months arid to spend about 51 
billion in capitai expenditures, appri:edmately 20% of which is to be invested in CREZ, 15% in AMS program and 20% In maintereance. We 
expect Oncor to materially reduce its upstream dividend In the near-term. There are no material debt maleness until 2012 when 5376 mttlion 
senior notes wilt be due (5131 million of amortizing transition bond debt is also due in 2012). 

Rating Outlook: 

Oncoes stable rating Outlook reflects: a strong suite of ring fence type provisions that were implemented as part of the EFH leveraged buy-out; 
cash flow to debt related credit metrics in the mid-teen's range, and: a supportive and constructive regulatonj environment In Texas. The stable 
outlook does not reflect any potential event or contagion Asks associated with Oncoes parent, EFH (Ca82 CFR stable). 

Mat Could Change the Riting - Up 

Ratings are unlikety to be upgraded in the near to mid-term as we expect Oncor to Increatle leverage to support its seeable capital spending 
program. Nevertheless, ratings could be upgraded if the key financial credit ratios, such as the relic; of CFO pre wro to total debt, stabilize In the 
high-teees and CFO pre-w/c interest coverage over 3.5x (excluding the effects of bonus depredation and other federal tax and accounting 
stimulus efforts); the continued development in establishing credit separateness with its distressed parent and affiliates; and, evidence of 
independence amcng the board of directors and Die executIon of their fiduciary duties under their corporate governance rights. 

What Could Change the Rating - Down 

Ratings could be downgraded If the fnancial profile of the company were to deteriorate meaningfully or where key financial credit metrics, such 
as the ratio of CFO pre w/c to total debt declined towards the lovv-teen's range (excluding the effects of bonus deprectallon and other federal tax 
and accounting stimulus efforts); e the regulatory / political environment were to lake on a contenticus atmosphere (for example, where 
recoveries are cuestioned over the casts associated with (he CREZ and / or AMS programs); or if the board of directors began to implement 
corporate strategies which are perceived to be unusual with respect to the beet long-term interests of Oncor. Examples of thls kind of behavior 
might include actions regarding drvidend policy (l.e,, delaying dividend reductions in trent of the large capital investment program). Ratings could 
also be downgraded due to contagion risk factors associated with certain financing activities occurring at the parent company. EFH. 

Rating Factors 

Oncor Electric Delivery Company LLC 

Regulated Etectric and Gas Utilities Industry [11[21 Current 
LTM 

12/31//2010 

Factor 1: Regulatory Framework (25%) 
al Regulatory Framework 

Measure Score 
A 

Factor 2:Ability To Recover Costs And Eam Returns 
(25%) 

a) Abilty To Retovai Costs And Earn Returns 	. 
• 

Bea 
Factor 3: Diversification (10%) 
a) Market Positen (10%) 
b) Generation and Fuel Mersey (0% 

Ba 
NA 

factor 4:Financial Strength, UquidityAnd Key Financial 
Metrics (40%) 

a) Liquidity (10%) 
b) CFO pre-WC + interest/ Interest (3 sfearAvg) (7.5%) 
c) CFO pre-WC / Debt (3 'fear Avg) (7.5%) 
d) CFO pre-WC - Dividends / Debt (3 ebarAvg) (7.5%) 
el DebeCaphallzation_(3 YeerAvg1(7.5%) 

3.6x 
16% 
5% 
43% 

Baa 
Bea 
Bea 
Be 
A 

Moodys 12-18 
rronth Foneerd 

VieW As of June 1, 
2011 

Measure Score 
A 

Bart 

aa 
• NA 

Bea 
3.0x - 4.0x Baa 
15% - 20% Bai 
10% - 17% Baa 
40% - 45% ' A 
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Rating: 
al incficated Rating from Grid 
13) Actual Rating Assigned 

• THIS REPRESENTS MOODYS FORWARD VIEW; NOT 
THE VIEW 

OF THE ISSUER AND UNLESS NOTED N THE TEXT 
DOES NOT INCORPORATE SIGNIFICANT ACQUISMONS 
OR DIVESTITURES 

(11 All ratios are calculated using Moody's Standard Adjustments. RI As of 12/31/2010; Source: MoodVs Financial Metrics 

MOODY'S 
INVESTORS SERVICE 

2011 Modys investors SerYce, inc. and/cr its lcensors and affiliates (collectively. litOODYS"). Ail rights reserved. 

CREDIT RATINGS ARE mootres INVESTORS SERVICE, INC:S ("MIS") CURRENT OPINIONS OF THE 
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LII<E 
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MN 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: UQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS PRE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FiNANCIALPDVICE, AND CREDIT RATINGS PRE NOT RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PPRTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SUITABIUTY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR IMLL MAKE ITS OWN STUDY 
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE. HOLDING, OR 
SALE. 

ALL NFORMATION CONTAINED HEREIN IS PROTECTED BYLAW. INCLUDING BUT NOT LMTED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, N WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR VAN( MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN 
CONSENT All information contained herein Is obtaired by MOODY'S from sources believed by It to be accurate and 
reliabie. Because of the possibility of hurnan or mechanical error as well as other factors. however, el information 
contained herein is provided *ASO without warranty of any kind. NOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Nbody's considers to be 
reliabie, Including, when appropriate. Independent third-party sources. However, MOODY'S is not an auditor and 
cannot in every instance Independently verify or validate frdomiation received in the rating process. tinder no 
circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or In pan 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the cantrol of MOODY'S or any of its directors, officers, employees or agents in connection with the 
prccurement, collection, compilation, analysis, interpretation. commurticaeon, publication or delivery cf any such 
information, or (b) any dkect, indirect, special, consequential, compensatory cr incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised In advance of the possibility of such damages, 
resulting from the use of or Inability to use, any such informattco. The ratings, financial reporting analysis, prqections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not staternents of fact or recommendations to purchase, sell cr hold any securities. 
Each user of the information contained herein rnust make its own study and evaluation of each security it rnay 
consider purchasing, hceding or selling. NO WARRANTY, EXPRESS OR INPLIED, AS TO TILE ACCURACY, 
TINIEUNESS, CONPLETENESS. kERCHANTABIUTY OR FITNESS FORAM' PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPNION OR INFORMATION IS GIVEN OR MADE BY MOODYS IN ANY FORM OR 
MANNER WHATSOELER. 

MS, a wholly-owned credit rating agency subsidiary of Meddles Corporation (WO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures. notes and commercial paper) and 
preferred stock rated by MS have, prior to assignment of any rating, agreed to pay to MS for apprateal and rating 
services rendered by ft fees ranging from $1,500 to approximately $2,500,000. h/CO and MS also maintain policies 
and procedures to addrees tha independence of MS's ratings and reling processes. Information regardrng certain 
affiliations that may exist between directors of MCO and rated entities. and between militia who hold ratings from MS 
and have also puticly reported to the SEC an ownership interest in NCO of more than 5%. fs posted annually at 
wwwmoadvs.com  under the heading 'Shareholder Relations — Corporate Gavemance— Director and Shareholder 
MEM:on Policy.' 
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Any publication into Australia of this document is by MOODY'S affiliate. liJbodis bwestors Service Pty Limited ASN 61 
003 399 657, which holds Australian Financial Services License no. 336969. This document is Intended to be provided 
only to -wholesale clients within the meanmg of section 761G of the Corporations Act 2001. By continuing to access 
this document from within Australia, you represent to MOODY'S that you are, or are accessing the documen( as a 
representative of, a '1ehdesafe ctlenr and that neither you nor the enbty you represent will directly or Indirectly 
disseminate this document or its contents to *retail clients" within the meaning of section 761G of the Corporations 
Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by tvloodVs Japan KX. C.M.110c) 
are MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-111w 
securities. In such a case, lyir In the foregoing staternents shall be deemed to be replaced with 'WINK". ACKK Is a 
wholly-owned credit rating agency subsidiary cf moodys Group Japan G.K., which is wholly owned by tirtodys 
Overseas Holdings Inc.. a whclty-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the eguily securitiez 
of the issuer or any farm of security that Is available to retail investors. It woukl 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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FitchRatings 
FITCH UPGRADES ONCOR TO 'BB13'; 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 (IDR) to 'BBB from 'BBB-% The long 
term security ratings have also been upgraded by one-notch. The short-term IDR is affthned at F3'. 
The Rating Outlook is Stable. A full list of ratings actions is provided below. 

The upgrade reflects consistent strong perforrnance 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 refmancing initiatives in the fall of 2010 extended a 
portion of 2012-13 debt maturities, thuS, lowering re-financing risk emanating from the concerns-
surrounding the fmancial health of its ultimate parent, Energy Future Holdings Corp. (IDR CCC). 

Oncor plans on spendhig close to $6 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 
investrnent with mininaal regulatory lag. Oncor has been successful in achieving reasonable 
resolution to its regulatbry rate filings, including the most recent rate review for which a settlement 
has been reached between the utility and_the intervenors and a fmal order is expected shortly frorn 
the Public Utility Cornmission of Texas (PUCT). 

Oncor's profitability since 4Q109 has benefited from a rebound in Texas economy that has resulted 
in a recovery of electricity 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 (FF0) 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 far 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 fmancial 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 $2 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 million. 
Fitch expects Oncor to refmance remaining debt maturities in 2012 ($375 million) and 2013 ($525 
million) 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-1; 
--Senior secured debt upgraded to '131313+' from 'BBB% 
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—Short-term IDR and commercial paper affirmed at TT. 

The Rating Outlook is Stable. 

Contact: 
Primary Analyst 
Sbalini Mahajan, CFA 
Director 
+1-212-908-0351 
Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

Secondary Analyst 
Sharon I3onelli 
Managing Director 
+1-212-908-0581 

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

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

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

Applicable Criteria and Related Research: 
—.Corporate Rating Methodology', Aug. 16, 2010; 
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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 managetnent of regulaiory relations, leading to generally 

constructive regulatory outcomes; 
• A large service territory with generally attractive demographics; and 
• Adequate liquidity and proactive management of debt maturities. 

       

       

       

       

 

BI3B+/S able/NA 

 

Weaknesses: 
• Aggressive debt leverage; 
• A large capital spending program for transmission projects; and 
• The ongoing need to maintain separateness undertakings from majority ciwner Energy Future Holdings Corp. 

Rationale 
Standard & Poor's Ratings Services ratings on Oncor Electric Ddivery Co. LLC reflect the company's stand-alone 
business and financial risk profiles. Oncor Electric Deliver); Holdings Co., a wholly owned subsidiary of Energy 
Future Holdings Corp. (EFH; CCC/Negative/7), owns 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 Ontario Municipal 
Employees Retirement Service Administration Corp., acting through its infraitructure investment entity, Borealis 
Infrastructure Management Inc.; and by the Government of Singapore Investment Corp., acting through its 
private-equity and infrastrucoire arm, GIC Special 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 & 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 represe'ntation 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 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 amount, 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 non-consolidation 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 creditors when acting or voting on any material action, two of whom are special independent 
directors; 

• Limitations on distributions (equal to net income) combined with a limitation on the capital structure (SO% debt 

Standard & Poo?s Research l August 10,2011 
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Oncor Electric Delivery Co. LLC 

and 40% equity); and 
• Commitments to the Public Utility Commission of Texas (PUCT) to maintain the 60% debt and 40% equity 

capital structure, incur a certain amount of capital spending by 2012, and maintain certain reliability standards. 

Oncor is an electric transmission and distribution company operating in north central, eastern, and western Texas, 
including Dallas. Oncor has an excellent business risk profile and an aggressive financial risk profile. (For more on 
business risk and financial risk, see "Business Risk/Financial Risk Matrix Expanded," published May 27, 2009, on 
RatingsDirect on the Global Credit Portal.) 

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 companys efforts to reach regulatory outcomes that are 
generally supportive of credit quality. In May 2011, Oncor reached a settlement in the rate case it filed in January 
2011, which requested a $353 million base rate increase based on a return on equity (ROE) of 10.25% and a capital 
structure of 55% debt and 45% equity. The settlement, which awaits final approval from thc 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 structure of 60% debt and 40% equity. 

Although Oncor owns the transmission'and distribution systems that deliver electricity to retail and commercial 
users, its customers actually consisr of more than 75 tetail electricity providers (REPs) that operate within its service 
territory. Of these REPs, Texas Competitive Energy Holdings Co. LLC (TCEH), an EFH affiliate, accounted for 
36% of Oncor's 2010 revenues, while subsidiaries of a 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 reniit 
timely payments for distribution services rendered; a default by a REP would cause delays in payment and could 
pressure Oncor's liquidity. As of June 30, 2011, Oneor's trade accounts receivable from TCEH were $168 million, 
or about 11% of revenues for the period. If a RE.P declares bankruptcy, 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 to non-affiliated REPs and not to TCEH. In case of any default in the payments of accounts 
receivable by TCE1-1, Oncor can recover any claims by withholding distributions tO the two owners until it is rnade 
whole. Additionally, if TCEH were to delay or stop payments, Oncor would have a senior unsecured claim against 
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 aznounts of senior secured 
debt. 

In January 2009, the PUCT awarded Oncor 17 transmission projects relating to competitive renewable energy zones 
(CREZ), which will provide load areas with access to wind-generated electricity. The total cost of these transmission 
projects is now estimated to be $2 billion. At June 30, 2011, the PUCT had approved all 17 projects and had issued 
14 Certificate of Convenience and Necessity amendments. Oncor has spent $538 million as cumulative capital 
expenditures on the CREZ projects and expects to incur capital expenditures of about $600 million in 2011 (out of 
which, $222 million had been incurred during the six months ended June 30, 2011). Oncor recovers the related 
capital costs and return under a transmission cost recovery mechanism once the projects are in service. The 
transmission cost recovery mechanism adjusts semiannually. In June 2011, Oncor filed for an increase in its 
transmission cost recovery factor, which the company expects will increase revenues by about $48 million, effective 
in September 2011. 
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Oncor Electric Delivery Co, LLC 

Oncor's financial risk profile is aggressive. The company projects that its capital spending prograrn will total $3.6 
billion from 2011 to 2013, with about $1.4 billion incurred in 2011. Given the lag in recovering the related 
investment, we expect the financial profile to 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 8c Poor's expects that Oncor*will materially decrease distributions to its two owners to preserve the stated 
capital structure and provide some financing flexibility during this period. For the six months ended June 30, 2011, 
Oncor distributed about $40 million to its owners, compared to $108 million last year during the same period. 

For the 12 months ended June 30, 2011, adjusted funds from operations (FFO) were $972.9 million, and adjusted 
total dcbt was $6.48 billion, excluding $611 million of securitized debt. Adjusted FFO interest coverage was 3.5x, 
adjusted FFO to total debt was 15.0%, and adjusted total debt to total capital was 66%. Oncor's cash flow 
generation benefited from a change in bonus depreciation rules that resulted in lower cash taxes for the six months 
ended June 30, 2011. In computing debt leverage, Standard 8c Poor's deducts the entire amount of goodwill 
contributed to Oncor by EFH as a result of purchase accounting rules; this totaled $3.7 billion as of Dec. 31, 2010. 
In addition, Standard 8c Poor's computes adjusted debt leverage by including both long- and short-term debt, unlike 
the regulatory computation, which incorporates only long-term debt. As of _rune 30, 2011, short-term debt increased 
to $580 million, as compared to $377 million as of Dec. 31, 2010. 

Liquidity 
Oncor has adequate liquidity fo cover its needs over the next 12 months, even if FFO declines. (For more on 
liquidity, see "Standard 8c Poor's Standardizes Liquidity Descriptors For Global Corporate Issuers," published July 
2, 2010.) We base our liquidity assessment on the following factors and assumptions: 

• We expect the company's liquidity sources (includirt cash, FFO, and credit facility availability) over the next 12 
to 18 rnonths 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 maturity in 2012. followed by a $524 million 

maturity in 2012. 

In our analysis, we have assumed liquidity of about S2.5 billion over the next 12. months, primarily consisting of 
cash on hand, FFO, and availability under the revolving credit facilities. We estimate thecompany will use about 

$1.5 billion over the same period, mainly for capital spending, debt tnaturities, 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 
uric 30, 2011. The current allailability 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 secured debt obligations. 

The company has good relationships with its banks, in our assessment, 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 credit 
facility, because events that may pressure liquidity will pressure the current ratings. 

Standard tic Poor's 1 Research I  August 10, 2011 
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Recovery analysis 
We assign recovery ratings to first-rnortgage bonds (FMBs) issued by investment-grade U.S. utilities, which can 
result in higher issue ratings than a utility's corporate credit rating (CCR) depending on the CCR category and che 
extent of the collateral coverage. We base the investment-grade FMB recovery methodology on the ample historical 
record of nearly 100% recovery for secured bondholders in utility bankruptcies and our view char 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 essential service provided and the high replacement cost) will persist in the 

future. 

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 'BBB category, and three 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 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 thc CCR. 

Outlook 
The stable outlook on the rating incorporates expectations of generally stable, albeit modestly weakening, financial 
performance over the next 12 to 24 months stemming in large part from the company's planned investment in the 
CREZ projects. We expect that the CREZ investments will peak in 2012, thereby placing pressure on the 
consolidated financial profile during chat time. Standard & Poor's base case projections for Oncor incorporate an 
aggressive financial risk profile over the next 12 to 24 months such that adjusted FFO to interest coverage 
consistently exceeds 3x, adjusted FFO to total debt is more than 14%, and adjusted total debt to total capital is less 
than 65%, including short-term debt and excluding the impact of purchase accounting. Absent such credit 
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 proactively manage its refinancing needs to maintain its 
adequate levels of liquidity. We view adequate liquidity as very important for Oncor because, despite the existing 
separateness undertakings with majority owner EFH, adverse developments at EF1.1 may make it difficult for Oncot 
to access the capital markets when it needs to. We would also lower che ratings on Oncor if the company fails to 
effectively manage regulatory risk and is unable to recover its investments in a timely manner, if there is pressure 
from majority owner EFH co make excess distributions that would weaken Oncor's credit profile, or if any of the 
separateness undertakings currently in place are compromised. Given Oncor's aggressive financial risk profile and 
che level of dcbt leverage we expect, we do not contemplate a higher rating, despite the company's excellent business 

risk profile. 
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Olicor Electric Delivery Co. LLC 

Financial Risk Profile 
Accounting 

Oncor's financial 'statements are prepared in accordance with US. 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 assets. Because this debt is nonrecourse to the cornpany 

and the bondholders have 'a clairn only on the transition charges collected through rates, in 2010, Standard & Poor's 

made analytical adjustments to rernove the following: 

• S667.3 minion of securitized debt from total reported debt; 

• $107.8 million of securitizatiOn-related principal from revenues and depreciation; and 

• S37.3 million of securitization-related interest expense from revenues and interest expense. 

Standard 84 Poor's also adjusts Oncor's financial statements for certain off-balance-sheet obligations. For 2010,-
Standard & Poor's added $979.6 million as a debt-like obligation for the pension-funding shortfall that relates to 

Oncor's portion of EFH's total pension obligations. In addition, we added $35.6 million rdating to the 

capitalization of operating leases and $108 million in accrued interest not reported as debt. 

In computing debt leverage, Standard & Poor's reduces the amount of equity on the balance sheet by an arnount 

that is primarily equal to the goodwill resulting from the leveraged buyout of Oncor's majority owner, E.FH. As of 

Dec. 31, 2010, this arnount was $3.78 billion. 

Related Critdria And Research 
• Standard & Poor's Standardizes Liquidity Descriptors For Global Corporate Issuers, July 2, 2010 

• Business Risk/Financial Risk Matrix Expanded, May 27, 2009 

• Changes To Collateral Coverage Requirements For '1+ Recovery Ratings On U.S. Utility First Mortgage Bonds, 

Sept. 6, 2007 

Tablel 

On c—orEl ectric•Deliv,e'ri 

Industry Sector: Electric 

Oncer Electric Delivery Co. 
CenterFoint Energy inc. MAR 

Consolidated Edison 

Rating as of Aug. 10, 2011 8913+/Stable/— 888/Positive/A-2 A+/Watch Neg/A-1 A-/Stable/A-2 

S) 

--Average of the pest three fiscal years— 

Revenues 2,582.9 9,124.3 2,953.9 13 

EBITDA 1,313.13 1,730.8 808.8 2,729.0 

Net income horn continuing 
operations 

61.7 420.3 239.2 934.7 

Funds from operations (FF0) 908.7 - 	 1,207,1 552.6 2.093.1 

Capital expenditures 975.8 1,202.0 397.8 2,189,1 

Free operating cash flaw (94.1) (39.91 137,6 1202.7) 

Discretionary cash flow (782.71 (320.2) 122.11 (820.6) 
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Table 1 

I near 	'ClefivezyiCo EL PeerCpituriso .1cqq;) 

Cash and short-term 
investments 

62.0 

Debt 5.811.7 

Equity 3,131.0 

Adjusted ra(ios 
EBITDA margin(%) 50.9 

EB1TDA interest coverage lx) 4.0 

EB1T interest coverage lx) 2.8 

Return on capital(%) 8.9 

FFO/debt (%) 15.6 

Free operating cash flow/debt 
I%) 

(1.6) 

Debt/E61TDA (x) 4.4 

Total debt/debt plus equity (%) 65.0 

Table 2 

1 

• ••''. 7s .  

663,7 59.5 224.0 

8,025.9 3,198.0 13.471,0 

2,624.7 1,886.6 10,442.5 

19.0 27 3 20.5 

3.4 5.3 4.4 

2.3 3.9 3.2 

9.1 9.7 7.0 

15.0 17.3 15.5 

(0.5) 4.3 11.51 

4.6 4.0 4.9 

75.4 62.9 56.3 

• 

• 
.  

,̂1': 
• 

-Fiscal year ended Dec. 31- 

2009 	2008 2007 2006 

Ateiliterk 
Industry Sector: Electric 

2010 

Rating history 
	

813B+/St3ble/- 888~/Stable/- 6136~/Stable/- 13013-/Watch Dev/- 13138-/Negetive/- 

Revenues 
	

2768.9 

EBITDA 
	

1483.3 

Net income from continuing operations 
	

352 

Funds from operations IFFO) 
	

1014.3 

Capital expenditures 
	

1022.4 

Dividends paid 
	

211 

Debt 
	

6278.8 

Preferred stock 	 0 

Equity 
	

3237 

Debt and equity 
	

9515.8 

Adjusted ratios 
EfilTDA margin 1%) 
	

53.6 

EMT interest coverage lx) 
	

2.7 

FF0 interest coverage 14 
	

3.6 

FFO/debt 1%1 
	

16.2 

Discretionary cash flow/debt 1%1 	 13.61 

Net cash flow/capital expenditures 1%) 
	

73.6 

Debt/debt and equity I%) 	 66 

2544.9 2434.9 2354.1 2305.1 

1243.1 1215 1144.3 1104 9 

320 34871 327 344 

921.1 790.8 774.4 753.2 

1010.9 894.1 700.1 835.8 

277 1583 326 340 

5732.5 5423.7 4502.6 37321 

0 0 0 0 

3091 3064.9 3049.1 2975 

8823.5 8488.6 7551.8 6707.7 

46.8 49.9 48.6 47.9 

2.6 3 3 3 

3.6 4 3.8 4.1 

16.1 14.6 17.2 20.2 

17.21 (31.2) (8.61 (17.2) 

64.2 61 04 49.4 

65 63.9 59.6 55.6 

8.5 9.2 9 5 9.4 

4.7 (6.8) 6 11.4 

85 (67.8) 99.7 96.8 

Return on capital (V 
	

9 

Retum on common equity(%) 
	

5.1 

Cornrnon dividend payout ratio (unadjusted) I%) 
	

59.9 
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Table 3 

Re og u ihm-wErer ri Relive 
	

e orted AnWVTIit SraettigaWirrailts d A 0  
--Fiscal year ended Dec. 31, 2010- 

Decor Electric Delivery Co. I.LC reported amounts 

000 

Cash flow Cash flow 
Shareholders 	 Operating lrnerest 	from 	from 	Dividends 	Capital 

	

Debt 	equity Revenues EMMA 	income expense operations operations 	paid expenditures 
Reported 	5,823.0 	6,988.0 2,914.0 1,521.0 	848.0 347,0 1,098.0 1,098,0 	211.0 	1.020.0 

Standard & Poor's adjustments 
Operating 
leases 

35.6 	 - 	2.3 	2.3 	2.3 	10.7 	10.7 	 4.4 

Postretirement 	979.6 	 • 	- 	105.0 	105.0 	46,0 	16.51 	(6.5) 
benefit 
obligations 

Capitali2ed 	 - 	2.0 	(2.0) 	(2.0) 	 (2.0) 
interest 

Securitized 	(667,3) 	 (145.1) 	(145.1) 	(37.3) 	137.31 	(107.8) 	(107.8) 
utility cost 
recovery 

Reclassification 	- 	 , 	 - 	66.0 
of nonnperating 
income 
(expenses) 

Reclassification 
	

22.0 
of 
imuking-cepital 
cash flow 
changes 

Accrued 
	

109.0 
interest not 
included in 
reported debt 

Equity - other 	 (3,751.0) 

Total 	 455.8 	(3.751.0) 	(145.1) 	(37.71 	136.1 	13.1 	(105.7) 	(83.7) 	 2.4 
adjustrnents 

Standard & Poor's adjusted amounts 

	

Cash flow 	Funds 

	

Interest 	from 	from Dividindis 	Capital 

	

Debt 	Equity Revenues EBITDA 	EBIT expense operations operations 	paid expenditures 
Adjusted 	6,278.8 	3,237.0 	2,768.9 	1,483.3 	984.1 	360.1 	992.3 	1,014 3 	211.0 	1,022.4 

Table 4 

2011 ((I1) 
	

2010 
	

2003 
	

2008 	2007 
Electric energy billed volumes )gigawatt-hourj 26,717 	109,323 	103,376 	107,878 	105,429 

Change from prior period 

Electricity distribution points of delivery 

	

N/A 	, 5.8% 	14,1%) 	2.3% 	N/A 

	

3.181 	3,171 	3,145 	3,123 	3,093 

Change from prior period 1.1% 	0.8% 	0.7% 	1,0% 	 14/A 

System average interruption duration index* 92.9 	96.6 	84.5 	85.4 - 	77.9 

System average interruption frequency index1I 	 , 1.2 
	

1.1 	 1.1 
	

1.1 	 1.1 

Customer average interruption duration index5 
	

80.9 	77.2 	," 	77.2 	 747 	70.6 

Standard & Poor's 1 Research I August 10,2011 
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