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Borrowings under each of the three revolving credit facilities are subject to custornary terms and conditions. However, there is no requirement that the 
borrower make representations prior to borrowings as to the absence of material adverse changes or litigation that could be expected to have a material adverse 
effect Borrowings under each of the revolving credit facilities arc suhject to acceleration upon the occurrence of events of default that we consider custommy. The 
revolving credit facilities also provide for customary fees. including commitrnent fees, administrative agent fees, fees in respect of letters of credit and other fees. 
In each of the three revolving credit facilities, the spread to LIBOR and the commitment fees fluctuate based on the borrower's credit rating. The borrowers are 
currently in compliance with the various business and financial covenants in the three revolving credit facilities. 

On April 4, 2016, in connection with the replacement of our $1.2 billion unsecured revolving credit facility with the new $1 6 billion facility, we increased the 
size of our comrnercial paper program to permit the issuance of commercial paper notes in an aggregate principal amount not to exceed the unused portion of our 
$1.6 billion facility. The size of CERC Corp.'s commercial paper program will remain at $600 million. Our $1.6 billion revolving credit facility backstops our 
$1.6 billion commercial paper program. CERC Corp.'s S600 million revolving credit facility backstops its $600 million commercial paper program. 

Securities Registered with the SEC 

CenterPoint Energy, Houston Electric and CERC Corp. have filed a joint shelf registration statement with the SEC registering indeterminate principal amounts 
of Houston Electric's general mortgage bonds, CERC Corp.'s senior debt securities and CenterPoint Energy's senior debt securities and junior subordinated debt 
securities and an indeterminate number of CenterPoint Energy's shares of conunon stock. shares of preferred stock, as well as stock purchase contracts and equity 
units. 

Temporary Investments 

As of October 21, 2016 , we had no temporary external investments. 

Money Pool 

We have a money pool through which the holding company and participating subsidiaries can borrow or invest on a short-term basis. Funding needs are 
aggregated and extemal borrowing or investing is based on the net cash position. The net funding requirements of the money pool are expected to be met with 
borrowings under our revolving credit facility or the sale of our commercial paper 

Impact on Liquidity o a Downgrade in Credit Ratings 

The interest on borrowings under our credit facilities is based on our credit rating. As of October 21, 2016 , Moody's, S&P and Fitch had assigned the 
following credit ratings to senior debt of CenterPoint Energy and certain subsidiaries: 

Moody's S&P Fitch 

Company/instrument Rating Outlook (l) Rating Outlook (2) Rating Outlook (3) 
CenterPoint Energy Senior 

Unsecured Debt Baal Stable BBB+ Developing BBB Stable 
Houston Electric Senior 

Secured Debt A 1 Stable A Developing A Stable 
CERC Corp. Senior Unsecured 

Debt Baa2 Stable A- Developing BBB Stable 

( I) A Moody's rating outlook is an opinion regarding the likely direction of an issuer's rating over the medium term. 

(2) An S&P rating outlook assesses the potential direction of a long-term credit rating over the intermediate to longer terrn. 

(3) A Fitch rating outlook indicates the direction a rating is likely to move over a one- to two-year period. 

We cannot assure that the ratings set forth above will remain in elTect for any given period of time or that nne or more of these ratings will not be lowered or 
withdrawn entirely by a rating agency. We note that these credit ratings are included for informational purposes and are not recommendations to buy, sell or hold 
our securities and may be revised or withdrawn at any time by the rating agency. Each rating should be evaluated independently of any other rating. Any future 
reduction or withdrawal of one or more of our credit ratings could have a material adverse impact on our ability to obtain short- and long-term tinancing, the cost 
of such financings and the execution of our commercial strategies. 
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A decline in credit ratings hoM Moody's or S&P could increase borrowing costs under our $1.6 billion revolvmg credit facility, Houston Electric's 
$300 million revolving credit facility and CERC Corp.'s $600 million revolving credit facility If our credit ratings or those of Houston'Electric or CERC Corp 
had been. downgraded one notch by Moody's and/or S&P from the ratings that existed at September 30. 2016 . the impact on the borrowing costs under the three 
revolving credit facillties would have been irnmatenal. A decline in credit ratings would also increase the interest rate on long-term debt to be issued in the capital 
markets and could negatively impact our ability to complete capital market transactions and to access the commercial paper market.. Additionally. a decline in 
credit ratings could increase cash collateral requirements and reduce earnings of our Natural Gus Distribution and Energy Services business segments. 

CERC Corp. and its subsidiaries purchase natural gas from one of their suppliers under supply agreements that contain an aggregate credit threshold of $140 
million based'on CERC Corp.'s S&P senior unsecured long-term debt rating of A-. Under these agreements, CERC may need to provide collateral if the aggregate 
threshold is exceeded or if the credit threshold is decreased due to a credit rating downgrade. 

CES, a wholly-owned subsidiary of CERC Corp. operating in our Energy Services business segment, provides natural gas sales and services primarily to 
commercial and industnal customers and electric and natural gas utilities throuahout the central and eastern United States. To economically hedge its exposure to 
natural gas prices, CES uses denvatives with provisions standard for the industry, including those penaining to credit thresholds. Typically, the credit threshold 
negotiated with each counterparty defines the amount of unsecured credit that such counterparty will extend to CES. To the extent that the credit exposure that a 
counterparty has to CES at a particular time does not exceed that credit threshold. CES is not obligated to provide collateral. Mark-to-market exposure in excess of 
the credit threshold is routinely collateralized by CES As of September 30, 2016 , the amount posted as collateral aggregated approximately S23 million . Should 
the credit ratings of CERC Corp. (as the credit support provider for CES) fall belOw certain levels, CES would be required to provide additional collateral up to the 
amount of its previously unsecured credit limit. We estimate that as of September 30, 2016 , unsecured credit limits extended to CES by counterparties aggregated 
$337 million , and $I million of such amount was utilized. 

Pipeline tariffs and contracts typically provide that if life credit ratings of a shipper or the shipper's guarantor drop below a threshold level, which is generally 
investment grade ratings from both Moody's and S&P, cash or other collateral rnay be demanded from the shipper in an amount equal to the sum of three months' 
charges for pipeline services plus the unrecoupcd cost of any lateral built for such shipper. If the credit ratings of CERC Corp. decline below the applicable 
threshold levels, CERC Corp. might need to provide cash or other collateral of as much as $163 million as of September 30, 2016 The amount of collateral will 
depend on seasonal variations in transportation levels. 

ZENS and Securities Related to ZENS 

In September 1999, we issued ZENS having an original principal amount of $1.0 billion of which $828 million remains outstanding as of September 30, 2016 
. Each ZENS note was originally exchangeable at the holder's option at any time for an amount of cash equal to 95% of the market value of the reference shares of 
TW Common attributable to such note. The number and identity of the reference shares attributable to each ZENS note are adjusted for cenain corporate events. 
As of September 30, 2016 ; the reference shares for each ZENS notc consisted of 0.5 share of TW Comrnon, 0.0625 share of Time Common and 0.061382 share of 
Charter CommOn, and the contingent principal amount was $517 million . 

On May 26, 2015, Charter announced that it had entered into a definitive merger agreement with TWC. On September 21, 2015, Charter shareholders 
approved the announced transaction with TWC. Pursuant to the merger agreement, upon closing of the merger, TWC Coinnion would be exchanged for cash and 
Charter Common and as a result, reference shares for the ZENS would consist of Charter Conunon, TW Common and Time Common. The merger closed on May 
IS, 2016. For further information regarding the Charter merger, see Note I I to our Interim Condensed Financial Statements. 

If our creditworthiness were to drop such that ZENS note holders thought our liquidity was adversely affected or the market for the ZENS notes were to 
become illiquid, some ZENS note holders might decide to exchange their ZENS notes thr cash Funds for the payrnent of cash upon exchinge could be obtained 
from the sale of the shares of TW Common, Charter Common and Time Common that we own or from other sources. We own shares of TW Conunon, Charter 
Common and Time Common equal to approximately 100% of the reference shares used to calculate our obligation to the holders of the ZENS notes. ZENS note 
exchanges result in a cash outflow because tax deferrals related to the ZENS notes and TW Common, Charter Common and Time Common shares would typically 
cease when ZENS notes are exchanged or otherwise retired and TW Common, Charter Common and Time Common shares are sold The ultimate tax liability 
related to the ZENS notes continues to increase by the amount of the tax benefit realized each year, and there could be a significant cash outflow when the taxes are 
paid as a result of the retirement of the ZENS notes. If all ZENS notes had been exchanged for caskon September 30, 20 l6 , deferred taxes of approximately $491 
million would 
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have been payable in 2016 . If all the TW Common, Charter Common and Time Common had been sold on September 30, 2016 , capital gains taxes of 
approxirnately S246 million would have been payable in 2016.   

Cross Defaults 

Under our revolving credit facility, a payment default on, or a non-payment default that permits acceleration of, any indebtedness for borrowed money and 
certain other specified types of obligations (including guarantees) exceeding $125 million by us or any of our significant subsidiaries will cause a default A default 
by CenterPoint Energy would not trigger a default under our subsidiaries debt instruments or revolving credit facilities. 

Possible Acquisitions, Divestitures and Joint Ventures 

From time to time. we consider the acquisition or the disposition of assets or businesses or possible joint venmres, strategic initiatives or other joint ownership 
arrangements with respect to assets or businesses. Any determination to take action in this regard will be based on market conditions and opportunities existing at 
the time, and accordingly, the timing, size or success of any etlbrts and the associated potential capital commitments are unpredictable. We may seek to hind all or 
part of any such efforts with proceeds from debt and/or equity issuances. Debt or equity financing may not, however, be available to us at that time due to a variety 
of events, including, arnong others, maintenance of our credit ratings, industry conditions, general economic conditions, market conditions and market perceptions. 

In February 2016, we announced that we were exploring the use of a REIT business model tbr all or part of our utility businesses. We have completed our 
evaluation and have decided not to pursue forming a REIT structure for our utility business or any part thereof at this time. We also announced that we were 
evaluating strategic alternatives for our investment in Enable, including a sale or spin-off qualifying under Section 355 of the U.S. Internal Revenue Code, and we 
continue to evaluate our alternatives, including retaining our investrnent. There can be no assurances that these evaluations will result in any specific action and we 
do not intend to disclose further developments on these initiatives unless and until our board of directors approves a specific action or as otherwise required. 

Enable Midstream Partners 

On January 28, 2016, we entered into a purchase agreernent with Enable pursuant to which we agreed to purchase in a Private Placement an aggregate of 
14,520,000 Senes A Preferred Units for a cash purchase price of $25.00 per Series A Preferred Unit. The Private Placement closed on February 18, 2016. In 
connection with the Private Placement, Enable redeemed approximately $363 million of notes scheduled to mature in 2017 payable to a wholly-owned subsidiary 
of CERC Corp. We used the proceeds from this redemption for our investment in the Series A Preferred Units. 

Enable is expected to pay a minimum quarterly distribution of $0.2875 per unit on its outstanding common units to the extent it hos sufficient cash from 
operations after establishment of cash reserves and payment of fees and expenses, including payments to its general partner and its affiliates (referred to as 
"available cash") within 60 days after the end of each quarter. On November I. 2016,   Enable declared a quarterly cash distribution of S0.318 per unit on all of its 
outstanding common and subordinated units for the quarter ended September 30, 2016 . Accordingly, CERC Corp expects to receive a cash distribution of 
approximately $74 million from Enable in the fourth quarter of 2016 to be rnade with respect to CFRC Corp.'s limited partner interest in Enable for the third 
quarter of 2016. 

On November I, 2016 , Enable declared a quarterly cash distribution of $0.625 per Series A Preferred Unit for the quarter ended September 30, 2016 . 
Accordinaly, CenterPoint Energy expects to receive a cash distribunon of approximately $9 million from Enable in the fourth quarter of 2016 to be made with 
respect to CenterPoint Energy's invesunent in Series A Preferred Units of Enable for the third quarter of 2016. 

Hedging of Interest Expense for Future Debt Issuances 

In April 2016, Houston Electric entered into forward interest rate agreements with several counterparties, having an aggregate notional amount of $150 
million. These agreements were executed to hedge, in part, volatility in the 5-year U.S. treasury rate by reducing Houston Electric's exposure to variability in cash 
flows related to interest payrnents of Houston Electric's $300 million issuance of fixed rate debt in May 2016. These forward interest rate agreements were 
designated as cash flow hedges. The realized gains and losses associated with the agreements were immaterial. 

In June and July 2016, Houston Electric entered into forward interest rate agreements with several counterparties. having an aggregate notional amount of 
$300 million. These agreements were executed to hedge, in part, volatility in the 10-year U S. treasury rate by reducing Houston Electric's exposure to vanability 
in cash flows related to interest payments of Houston Electric's $300 
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million issuance of fixed rate debt in August 2016. These forward interest rate agreements were designated as cash flow hedges. AccordMgly, the effective 
portion of realized gains and losses associated with the agreements, which totaled $1.1 million. is a component of accumulated other comprehensive income and 
will be amortized over the life of the bonds. The ineffective portion of the gains and losses was recorded in income and was immaterial. 

Weather Hedge 

We have weather normalization or other rate mechanisms that mitigate the impact of weather on NGD in Arkansas. Louisiana, Mississippi, Minnesota and 
Oklahoma. NOD and electric operations in Texas do not have such mechanisms, although fixed customer charges are historically higher in Texas for NGD 
compared to our other jurisdictions As a result, fluctuations from normal weather may have a positive or negative eflbct on NGD's results in Texas and on 
Houston Electric's results in its service temtory. We have historically entered into heating-degree day swaps for certain NGD jurisdictions to mitigate the effect of 
fluctuations from norinal weather on its results of operations and cash flows for the winter heating season. However. NGD did not enter into heating-degree day 
swaps for the 2015-2016 winter season as a result of NGD's Minnesota division implementing a full decoupling pilot in July 2015. We entered into a weather 
hedge swap pursuant to the Dodd-Frank's end-user exception for Houston Electric's service territory for the 2015-2016 and 2016-2017 winter seasons. 

Other Factors drat Could Affect Cash Requirements - 

In additionlo the above factors, our:liquidity and capital resources could be affected by: 

• cash collateral requirements that could exist in connection with certain contracts, including our weather hedging arrangemencs, and gas purchases, gas 
price and gas storage activities of our Natural Gas Distribution arid Energy Services business segments; 

• acceleration of paymcnt dates on certain gas supply contracts, under certain circumstances, as a result of increased gas 'prices and concentration of natural 
gas suppliers; 

mcreased cosis related to the acquisition of natural gas; 

increases in interest expense in connection with debt refinancings and borroWings under credit facilities; 

various legislative or regulatory actions; 

incremental collateral, if any, that may he required due to regnlation of deriyativeS; 

• the ability of GenOn and its subsidiaries to satisfy their obligations in respect of GenOn's indemnity obligations to us and our subsidiaries or in 
connection with the contractual obligations to a third party pursuant to which our subsidiary is their guarantor; 

•• 	the ability of REPs, including REP affiliates of NRG and Energy Future Holdings Corp , to satisfy their obligations to us and our subsidiaries; 

• slower customer payments and increased write-offs of receivables due to higher gas prices or changing economic conditions; 

• the outcome of litigation brought by or against us; 

• contributions to pension and postretirement benefit plans; 

• restoration costs and revenue losses resulting from ftirure natural disasters such as hurricanes and the timing of recovery of such restoration MIS: and 

• various other risks identified in "Risk Factors" in Item IA of Part 1 of our 2015 Form 10-K. 

Certain Contractual Limits on Our Ahility to Issue Securities and Borrow Money 

Houston Electnc's revolving credit facility limits Houston Electric's consolidated debt (with certain exceptions, including but not limited to Securitization 
Bonds) to an amount not to exceed 6.5°ii of its consolidated capitalization.-CERC Corp.'s revolving credit facility limits CERC's consolidated debt to an amount 
not to exceed 65°‘) of its consolidated capitalization. Our revolving 
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credit facility limits our consolidated debt (with certain exceptions, including but not limited to Securitization Bonds) to an amount not to exceed 65°0 of our 
consolidated capitalization. The financial covenant limit in Houston Electric's and our revolving credit facilities will temporarily increase from 65°0 to 70°0 if 
Houston Electric experiences damage from a natural disaster in its service terntory that meets certain criteria. Additionally, Houston Electric has contractually 
agreed that it will not issue additional first mortgage bonds, subject to certain exceptions. 

NEW ACCOUNTING PRONOUNCEMENTS 

See Note 2 to our Interim Condensed Consolidated Financial Statements for a discussion of new accounting pronouncements that afTect us. 

Item J. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Interest Rate Risk 

As of September 30. 2016 , we had outstanding long-term debt, lease obligations and obligations under our ZENS (indexed debt securities) that subject us to 
the risk of loss associated with movements in market mterest rates. 

As of September 30, 2016 and December 31, 2015 , our floating-rate obligations aggregated $998 million and $1.1 billion respectively. If the floating interest 
rates were to increase by 10% from September 30, 2016 rates, our combined interest expense would increase by approximately $1 million annually 

As of both September 30, 2016 and December 31, 2015 , we had outstanding fixed-rate debt (exc)uding indexed debt securities) aggregating $7.5 billion in 
principal arnount and having a fair value of $8.2 billion and $8.0 billion , respectively. Because these instruments are fixed-rate, they do not expose us to the risk of 
loss in earnings due to changes in market interest rates. However, the fair value of these instnnnents would increase by approximately $196 million if interest rates 
were to decline by 10% from their levels at September 30, 2016.   In general, such an increase in fair value would impact earnings and cash flows only if we were to 
reacquire all or a portion of these instruments in the open market pnor to their maturity, 

The ZENS obligation is bifurcated into a debt component and a derivative component. The debt component of $112 million as of September 30, 2016 was a 
fixed-rate obligation and, therefore, did not expose us to the nsk of loss in earnings due to changes in market interest rates. However, the fair value of the debt 
component would increase by approximately $20 million if interest rates were to decline by 10% from levels at September 30, 2016 . Changes in the fair value of 
the derivative component, a liability recorded at $562 million as of September 30, 2016,   are recorded in our Condensed Statements of Consolidated Income and, 
therefore, we are exposed to changes in the fair value of the derivative cornponent as a result of changes in the risk-free interest rate. If the risk-free interest rate 
were to increase by 10% from September 30, 2016 levels, the fair value of the derivative component would increase by approximately 83 million , which would be 
recorded as an unrealized loss in our Condensed Statements of Consolidated Income, 

Equity Market Value Risk 

We are exposed to equity market value risk through our ownershtp of 7.1 million shares of TW Common, 0.9 million shares of Time Common and 0.9 million 
shares of Charter Common, which we hold to facilitate our ability to meet our obligatioas under the ZENS A decrease of 1000 from the September 30, 2016 
aggregate market value of these shares would result in a net loss of approximately $5 million , which would be recorded as an unrealized loss in our Condensed 
Statements of Consolidated Income. 

Commodity Price Risk From Non-Trading Activities 

We use derivative instruments as economic hedges to offset the commodity price exposure inherent in our businesses. The stand-alone commodity risk crewed 
by these instruments, without regard to the offsetting effect of the underlying exposure these instruments are intended to hedge. is described below. We measure 
the commodity risk of our non-trading energy derivatives using a sensitivity analysis. The sensitivity analysis performed on our non-trading energy derivatives 
measures the potential loss in fair value based on a hypothetical 10% movement in energy prices. As of September 30, 2016,   the recorded fair value of our non-
trading energy derivatives was a net asset of $44 million (before collateral), all of which is related to our Energy Services business segment. An increase of 10°0 in 
the market prices of energy commodities from their September 30, 2016 levels would have decreased the fair value of our non-trading energy derivatives net asset 
by $11 million . 

The above analysis of the non-trading energy derivatives utilized for commodity price risk management purposes does not include the favorable impact that 
the same hypothetical price movement would have on our non-derivative physical purchases and sales of natural gas to which the hedges relate. Furthermore, the 
non-trading energy derivative portfolio is managed to complement 
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the physical transaction portfolio, reducing overall risks within limits. Therefore, the adverse impact to the fair value of the portfolio of non-trading energy 
derivatives held for hedging purposes associated with the hypothetical changes in commodity prices referenced above is expected to he substantially otTset by a 
favorable impact on the underlying hedged physical transactions. 

Item 4. CONTROLS AND PROCEDURES 

In accordance with Exchange Act Rules 13a-I5 and 15d-15, we carried out an evaluation, under the supervision and with the participation of management, 
including our principal executive officer and principal financial officer, of the effectiveness of our disclosure controls and procedures as of the end of the period 
covered by. this report. Based on that evaluation. our principal executive officer and principal financial officer concluded that our disclosure controls and 
procedures were effective as of September 30, 2016 to provide assurance that information required to be disclosed in our reports filed or submitted under the 
Securities Exchange Act of 1934. as amended, is recorded, processed, suminarized and reported within the time periods specified in the Securities and Exchange 
CommissiOn's rules and forms and such information is accumulated and communicated to our management, including our principal executive officer and principal 
financial officer, as appropriate to allow timely decisions regarding disclosure. 

There has been no change in our internal controls over financial reporting that occurred during the three months ended September 30, 2016 that has materially 
affected, or is reasonably likely to materially affect. our internal controls over financial reporting. 

PART II. OTHER INFORMATION 

Item I. LEGAL PROCEEDINGS 

For a description of certain legal and regulatory proceedings affecting CenterPoint Energy, please read Note 14(b) to our Interim Condensed Financial 
Statements and "Management's Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources — Future Sources 
and Uses of Cash" and "— Regulatory Matters," each of which is incorporated herein by reference. See also "Business — Regulatioe and " - Environmental 
Matters" in ltem 1 and "Legal Proceedings" in Item 3 of our 2015 Form 10-K. 

Item IA. RISK FACTORS 

There have.been no material changes from the risk factors disclosed in our 2015 Form 10-K. 

Item 5. OTHER INFORMATION 

Ratio of Earrungs to Fixed Charges. The rano of earnings_to fixed charges for the nine months ended September 30, 2016 and 2015 was 2 73 and 2.68 
respectively. We do not believe that the ratios for these nine -month periods are necessarily indicative of the ratios for the twelve-month periods due to thc seasonal 
nature of our business. The ratios were calculated pursuant to applicable rules of the SEC. 
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CenterPoint Energy's Form 8•K dated July 24, 2008 

cenierPoint Energy's Form 10-K for the year ended 
December 31, 2015 

CenierPoint Energy's horm 10-K for the year ended 
December 31, 2011 

CenterPoint Energy's Registration Statement on Form 5-4 

CenterPoint Energy's Form 8-K dated Man.h 3, 2016 

CenterPoint Energy's Form 8-K dated March 3, 2016 

Cerre:Point Energy's Form 8-K dated March 3, 2016 

1-31447 	 3.2 

1-31447 	3(b) 

1-31447 	 3(c) 

3-69502 	 4.1 

1-311,17 	 4.1 

1-31447 	 4.2 

1-31447 	 4.3 

Item 6. EXHIBITS 

The following exhibits are filed herewith: 

Exhibits not incorporated by reference to a prior filing are designated by a cross (-9. all exhibits not so designated are incorporated by reference to a prior 
tiling as indicated. 

Agreements included as exhibits are included only to provide information to investors regarding their terms. Agreements listed below may contain 
representations, warranties and other provisions that were made, among other things, to provide the parties thereto with specified rights and obligations and to 
allocate risk among them, and no such agreement should be relied upon as constituting or providing any factual disclosures about CenterPoint Energy, Inc., any 
other persons, any state of affairs or other matters. 

Pursuant to (tem 601(b)(4)(iii)(A) of Regulation S-K, CenterPoint Energy has not filed as exhibits to this Form 10-Q certain long-term debt instrments, 
including indentures, under which the total arnount of securities authorized does not exceed 100 0 of the total assets of CenterPoint Energy and its subsidiaries on a 
consolidated basis. CenterPoint Energy hereby agrees to hunish a copy of any such instrument to the SEC upon request. 

SEC File or 
Exhibit 
	

Report or Registration 
	

Registration 	Exhibit 
Number 
	

Description 
	

Stateoient 
	

Number 	Reference 

3 I 	Restated Articles of Incorporation of CenterPoint Energy 

3.2 	Second Amended and Restated Bylaws of CenterPoint Energy 

3.3 	Statement of Resolutions Deleting Shares Designated Series A 
Preferred Stock of CenterPoint Energy 

4.1 	Form of CenterPoint Energy Stock Certificate 

4.2 	s1,6r.J0.000.000 Credit Agreement, dated as of March 3, 2016, 
among CenterPoint Energy, as Borrower, and the banks 
named therein 

4.3 	S300,000,000 Credit Agreement, dated as of March 3, 2016, 
runong Houston Electric, as Borrower, and the banks named 
therein 

4.4 	$600,000,000 Ctedit Agreement, dated as of March 3, 2016, 
among CERC Com , as Bon-ewer, and the banks named 
therein 

+-4.5 	Twenty-Fifth Supplemental Indenture, dated as of August I I, 
2016, to the Genend Mortgage Indenture, dated as of October 
10, 2002, between Houston Elactne and the Trustee 

+4.6 	Officer's Certificate, dated as of August 11. 2016, setting 
forth the form. terzns and provisions of the Twenty-Sixili 
Senes of General Mortgage Bonds 

112 	Computation of Ratios of Earnings to Fixed Charges 

+31 1 	Rule 13a-14(a)/I 5d-14(a) Cenuication of Scott M. Prochazka 

4-31.2 	Rule 13a-14(a), I5d-14(a) Certification of William D. Rogers 

+32.1 	Section 1350 Certification of Scott M Prochazka 

+32.2 	Section 1350 Certification of William D. Rogers 
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SEC File or 
Exhibit 	 Report or Registration 	 Regnt union 	Exhibit 
Number 	 Description 	 Statement 	 Number 	Reference 

	

.101 !NS 	Xl3RL instance Docnrunenn . 

	

-101.SCI1 	XBRL Taxonomy Extension Schema Document 

• 101 CAL 	XBRL Taxonoir.y Extension Calculation Linkbase Document 

•I01 DEF' XBRL Taxonomy Extension Definition Linkbase Document 

	

101 LAB 	XBRL Taxonomy Extension Labels Lmkbase Document 

• 101 PRE 	XBRL Taxonomy Extension Presentation Linkbase Document 
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SIGNATI'RES 

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

CENTERPOINT ENERGY, INC. 

By: 	 s; Kristie L. Colvin 

Knstie L. Colvin 

Senior Vicc President and Chief Accounting Officer 

Date: November 4, 2016 
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Index to Exhibits 

The following exhibits are filed herewith: 

Exhibits not incorporated by reference to a prior filing are designated by a cross (+); all exhibits not so designated are incorporated by reference to a prior 
filing as indicated. 

Agreements included as exhibits are included only to provide information to investors regarding their terms. Agreements listed below may contain 
representations, warranties and other provisions that were made, among other things. to provide the parties thereto with specified rights and obligations and to 
allocate risk among them, and no such agreement should be relied upon as constituting or providing any factual disclosures about CenterPoint Energy, Inc., any 
other persons, any state of afTairs or other matters. 

Pursuant to Item 601(b)(4)(iii)(A) of Regulation S-K, CenterPoint Energy has not filed as exhibits to this Form 10-Q certain long-term debt instruments, 
including indentures, tinder which the total amount of securities authorized does not exceed 100  o of the total assets of CenterPoint Energy and its subsidiaries on a 
consolidated basis. CenterPoint Energy hereby agrees to furnish a copy of any such instrument to the SEC upon request. 

SEC File or 
Exhibit 
	

Report or Registration 	Registration 	Exhibit 
Number 	 Description 

	
Statement 	 Number 	Reference 

3 1 	Restated Anicles of Incorporation of CenterPoint Ener8Y 

3.2 	Second Amended and Restated Bylaws of CenterPount Energy 

3.3 	Statement of Resolutions Deleting Shares Designated Series A 
Preferred Stock of CenterPoint Energy 

4 1 	Form of CenterPoint Energy Stock Certificate 

4.2 	S1,600.000,000 Credit Agreement, dated as of March 3, 2016, among 
CenterPoint Energy, as Borrower, and the banks named therein 

4.3 	5300,000,000 Credit Agreement, dated as of March 3, 2016, among 
Houston Electnc, as Borrower, and the banks named therein 

4 4 	S600,000.000 Credit Agreement, dated as of March 3, 2016, among 
CERC Corp , as Borrower, and the banks named therein 

4.5 	Twenty-Fillh Supplemental Indenture, dated as of August II, 2016, 
to the General Mortgage Indenture, dated as of October 10, 2002, 
between 1 louston Electric and the Trustee 

+4.6 	Officer's Certificate, dated as of Augu:4 l 1, 2016, setting forth the 
form, terms and provisions of the Twenty-Sixth Senes of General 
Mortgage Bonds 

+12 	Computation of Ratios of Earnings to Fixed Charges 

+31,1 	Rule 13a-14(a). 15d-14(a) Certification of Scott M Prochazka 

• 431.2 	Rule 13a-14(a).15d-14(a) Certification of William D. Rogers 

+32.1 	Section 1350 Certification of Scott M. Prochazka 

+32.2 	Section 1350 Certification of William D. Rogers 

CenterPoint Energy's Form 	1-31447 	3.2 
8-K dated July 24, 2008 

CentcrPoint Energy's Forrn 	1-31447 	3(b) 
10-K for the year ended 
December 31, 2015 

CenterPoint Energy's Form 	1-31447 	3(c) 
10-K for the year ended 
December 31, 2011 

CenterPoint Energy's 	 3-69502 	4.1 
Registration Statement on 
Form S-4 

CenterPoint Eriergys Form 	1-31447 	4.1 
8-K dated March 3, 2016 

CenterPoint Energy's Form 	1-31447 	4.2 
8-K dated March 3, 2016 

CenterPoint Energy's Fonn 	1-31447 	4.3 
8-K dated March 3, 2016 
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SEC File or 
Exhibit 	 Report or Registration 	 Registration 	Exhibit 
Number 	 Description 	 Statement 	 Number 	Reference 

-4-101.INS 	XBRL Instance Document 

+101.SCH XBRL Taxonomy Extension Schema Document 

4.191 CAL XBRL Taxonomy Extension Calculation 
Linkbase Document 

+101 DEF XBRL Taxonomy Extension Definition L mkbase 
Document 

+101 LAB XBRL Taxoncrny Ettension Labels Linkhase 
Document 

+10I.PRE XBRL Taxonomy Extension Presentation 
Ltnkbase Document 
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Exhibit 4.5 

CenterPoint Energy Houston Electric, LLC 

lilt Louisiana 

Houston, TX 77002 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 

TO 

THE BANK OF NEW YORK MELLON TRUST COMPANY, NATIONAL ASSOCIATION 
(successor in trust to JPMORGAN CHASE BANK), 

as Trustee 

TWENTY-FIFTH SUPPLEMENTAL INDENTURE 

Dated as of August II, 2016 

Supplementing the General Mortgage Indenture 
Dated as of October 10, 2002 

Filed under file number 00004-510538 in the 
Office of the Secretary of State as an instrument 

granting a security interest by a public utility 

THIS INSTRUMENT GRANTS A SECURITY INTEREST BY A UTILITY 

THIS rNSTRUMENT CONTAINS AFTER-ACQU1RED PROPERTY PROVISIONS 

This instrument is being filed pursuant to Chapter 261 of the Texas Business and Corrunerce Code 
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TWENTY-F1FTH SUPPLEMENTAL INDENTURE. dated as of August 11, 2016. between CENTERPOINT ENERGY HOUSTON 
ELECTRIC. LLC, a limited liability company organized and existing under the laws of the State of Texas (herein called the "Company"), 
having its principal office at 111 I Louisiana. Houston, Texas 77002, and THE BANK OF NEW YORK MELLON TRUST COMPANY, 
NATIONAL ASSOCIATION (successor in trust to WMORGAN CHASE BANK). a limited purpose national flanking association duly 
organized and existina under the laws of the United States, as Trustee (herein called the "Trustee), the office of the Trustee at which on the 
date hereof its corporate trust business is administered being 601 Travis Street, 16th Floor, Houston, Texas 77002. 

RECITALS OF THE COMPANY 

WHEREAS, the Company has heretofore executed and deli‘ered to the Trustee a General Mortgage Indenture dated as of October 10, 2002, 
as supplemented and amended (the "Indenture), providing fur the issuance by the Company from time to tirne of its bonds, notes or other 
evidence of indebtedness to be issued in one or more series (in the Indenture and herein called the "Securities") and to provide security for 
the payrnent of the principal of and premium. if any, and interest. :f any. on the Securities; and 

WHEREAS. the Company, in the exercise of the power and authority conferred upon and reserved to it under the piovisions of the 
Indenture and pursuant to appropriate resolutions of the Manager, has duly determined to make, execute and deliver to the Trustee this 
fwenty-Fifth Supplemental indenture to the Indenture as permitted by Sections 201, 301. 403(2) and 1401 or the Indenture in order to 
establish the form or terms of, and to provide fnr the creation and issuance of, a twenty-sixth series of Securities under the Indenture in an 
inital aegegate pdncipal amount of S300.000,000 (such twent)-sixth series being hereinafter referred to as the "Twenty-Sixth Series"): and 

WHEREAS, all things necessary to make the Securities of the Twenty-Sixth Series. when executed by the Company aid authenticated and 
delivered by the Trustee or any Authenticating Ament and issued upon the terms and subject to the conditions hereinafter and in the 
Indenture set forth against payment therefor the valid, binding and legal oblieations of the Company and to make this Twenty-Fifth 
Supplemental Indenture a vaiid, binding and legal agreement of the Company, have been done; 

NOW. THEREFORE, THIS TWENTY-F1FTH SUPPI.EMENTAL INDENTURE WITNESSETH that,, in order to establish the terms of a 
wries of Securities, and for and in consideration of the premises and of the covenants contained in the Indenture and in this Twenty-Fifth 
Supplemental indenture and for other good and valuable consideration the receipt and sufficiency of which are hereby acknowledged. it is 
mutually covenanted and agreed as follows: 
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ARTICLE ONE 

DEFINITIONS AND OTHER PROVISIONS 
OF GENERAL APPLICATION 

Section 101. Definitions  . Each capitalized term that is used herein and is defined in the Indenture shall have the meaning 
specified in the Indenture unless.stich term is otherwise defined herein. 

ARTICLE TWO 

tITLE. FORM AND TERMS OF THE BONDS 

Section 201. Title of the Bonds  . This Twenty-Fifth Sapplemental 'Indenture hereby creates a series of Securities designated 
as the "2.40% General Mortgage Bonds, Series Z. due 2026" (the "Series Z Bonds"). For purposes of the indenture, the Series Z Bonds shall 
constitute a single series of Securities and, subject to the provisions, including, but not limited to Article Four of the Indenture. the Series Z 
Bonds shall be issued in an aggregate principal amount of $300,000,000. 

Section 202. Form and Terms of the Bonds  . The form and terms of the Sciies Z Bonds will be set forth in an Offices 
Certificate delivered by the Company to the Trustee pursuant to the authority granted by this Twenty:Fifth Supplemental Indenture in 
accordance with Sections 201 and 301 of the Indenture. 

Section 203. Treatnlent of Proceeds of Title Insurance Policy  . Any moneys received by the Trustee as próceeds of any title 
insurance policy on Mortgaged Property of the Company shall be subject to and treated in accordance with the provisions of Section 607(2) 
of the Indenture (other than the last paragraph thereof). 

ARTICLE THREE 

MISCELLANEOUS PROVISIONS 

The Trustee makes no undertaking or representations in respect of, and shall not be responsible in any manner whatsoever for and in respect 
of, the validity or sufficiency of this Twenty-Fifth Supplemental Indenture or the proper authorization or the due execution hereof by the 
Company or for or in respect of the recitals and statements contained herein, all of which recitals and statements are made solely by the 
Company. 

In no event shall the Trustee be liable for any indirect, special. punitive or consequential loss or datnage of any kind whatsoever, including, 
but not limited to. lost profits. even if it has been advised of the likelihood of such loss or damaee and regardless of the form of action. 

In no event shall the Trustee be liable for any failure or delay in the performance of its obligations hereunder because of circumstances 
beyond its control. including. hut not limited to, acts of God. flood, war (whether declared or undeclared), terrorism, strikes, work . 
stoppages. civil or military disturbances. nuclear or natural catastrophes, fire. riot. embargo, loss or malfunctions of utilities, 
communications or computer (software and hardware) services, 
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covernment action. including any laws, ordinances, regulations, governmental action or the like which delay, restrict or prohibit the 
providing of the services contemplated by this Twenty-Fifth Supplemental Indenture; it being undeistood that the Trustee shall use 
reasonable effons which are consistent with accepted practices in the banking industiy to resume perforrnance as soon as practicable under 
the circumstances. 

EACH OF THE PARTIES HERETO I IEREI3Y IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW. ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR 
RELATING TO THIS TWENTY-FIFTH SUPPLEMENTAL INDENTURE, THE SERIES Z BONDS OR THE TRANSACTION 
CONTEMPLATED HEREBY. 

Except as expressly amended and supplemented hereby. the Indenture shall continue in full force and effect in accordance with the 
provisions thereof and the Indenture is in all respects hereby ratified and confirmed. This Twenty-Fifth Supplemental Indenture and all of its 
provisions shall be deemed a part of the Indenture in the manner and to the extent herein and therein provided. 

This Twenty-Fifth Supplemental indenture shall be governed by, and construed in accordance with, the law of the State of New York. 

This Twenty-Fifth Supplemental Indenture may be executed in any number of counterparts, each of which so executed shall be deemed to 
be an original, but all such counterparts ;hall together constitute but one and the same instrument. 
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IN WITNESS WHEREOF, the parties hereto have caused this Twenty-Fifth Supplemental Indenture to be duly 
executed as of the day and year set forth below and effective as of the day and year first above written. 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 

Dated; August 11, 2016 By: 	s1  Kristie L. Colvin 

 

Name: 	Kristie L. Colvin 

Title: 	Senior Vice President and Chief Accounting Officer 

THE BANK OF NEW YOR.K MELLON TRUST COMPANY, NATIONAL 
ASSOCIATION (successor in 
trust to JPMORGAN CHASE BANK), as Trustee 

Dated: August I I, 2016 By: 	/s/ Valere Boyd 

 

Name: 	Valcre Boyd 
Title: 	Vice President 

ACKNOWLEDGMENT 

STATE OF TEXAS 

COUNTY OF HARRIS 

On the llth day of August, 2016, before me personally came Kristie L. Colvin, to me known, who, being by me 
duly sworn, did depose and say that she resides in Katy, Texas; that she is the Senior Vice President and Chief Accounting 
Officer of CenterPoint Energy Houston Electric, LLC, a Texas limited liability company, the limited liability company described 
in and which executed the foregoing instrument; and that she signed her name thereto by authority of the sole manager of said 
limited liability company. 

f&' Alida F. Duggan 

Notary Public , 
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ACKNOWLEDGMENT 

State of California County of Los Angeles ) 

On August 10, 2016 before me, 	 Marvin G. Cuenca, Notary Public 
(insert name and title of the officer) 

personally appeared Valere Boyd, who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) 
is are subscribed to the within instrument and acknowledged to me that he .she they executed the same in his/her their authorized 
capacity(ies). and that by his her their signature(s) on the instrument the person(s), or the entity upon behalf of which the 
person(s) acted, executed the instrument. 

1 certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and 
correct. 

WITNESS my hand and official seal. 

Signature /s/ MarvinL. Cuenca (Seal) 
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Exhibit 4.6 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 

OFFICER'S CERTIFICATE 

August 11, 2016 

1, the undersigned officer Of CenterPoint Energy Houston Electric, LLC, a Texas limited liability company (the 
"Company"). do hereby certify that I am an Authorized Officer of the Company as such term is defined in the Indenture (as defined 
herein). I am delivering this certificate pursuant to the authority granted in the Resolutions adopted by written consent of the:sole 
Manager of the Company dated August 3, 2016, and Sections 105, 201, 301, 401(1), 401(5), 403(2)(B) and 1403 of the General 
Mortgage Indenture. dated as of October 10, 2002, as heretofore supplemented to the date hereof (as heretofore supplemented. the 
"Indenture"), between the Company and The Bank of New York Mellon Trust Company, National Association (successor in trust to 
.113Morgan Chase Bank), as Trustee (the "Trustee). Terms used herein and not otherwise defined herein shall have the meanings 
assigned to them in 'the Indenture, unless the context clearly requires otherwise. Based upon the foregoing, I hereby certify on 
behalf of the Company as follows: 

1. 	The terms and conditions of the Securities of the series described in this Officer's Certificate are as follows (the 
numbered subdivisions set forth in this Paragraph 1 corresponding to the numbered subdivisions of Section 301 of the Indenture): 

The Securities of the twenty-sixth series to be issued under the Indenture shall be designated as the "2.40% 
eneral Mortgage Bonds, Series Z. due 2026" (the "Bonds"), as set forth in the Twenty-Fifth Supplemental Indenture, dated 

as of the date hereof, between the Company and the Trustee, 

() 	
The Trustee shall authenticate and deliver the Bonds for original issue on August 11, 2016 (the "Issue Date) in tie a

f
ggregate principal amount of $300,000,000, upon a Company Order for the authentication and delivery thereof and I 

satis action of Section 401 of the Indenture. 

(3) Interest on the Bonds shall be payable to the Persons in whose names such Securities are registered at the close of 
business on the Regular Record Date for such interest (as specified in (5) below), except as otherwise expressly provided in 
the form of such Securities attached hereto as Exhibit A.  . 
(4) The Bonds shall mature and the principal thereof shall be due and payable together with all accrued and unpaid 
interest thereon on September 1, 2026. 

The Bonds shall bear interest at the rate of 2.40% per annum. Interest shall accrue on the Bonds from the Issue 
ate, or the most recent date to which interest has been paid or duly provided for. The Interest Payment Dates for the Bonds 

shall be March 1 and September 1 in each y'ear commencing March 1, 2017, and the Regular Record Dates with respect to 
the Interest Payment Dates for the Bonds shall be the February 15 and August 15, respectively, immediately preceding each 
Interest Payment Date (whether or not a Business Day); provided however that interest payable at maturity, upon 

.„. 
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redemption or when principal is otherwise due will be payable to the Holder to whom principal is payable. 

(6) The Corporate Trust Office of The Bank of New York Mellon Trust Company, National Association in New York, 
New York shall be the place at which (i) the principal of and premium, if any, and interest on the Bonds shall be payable, (ii) 
registration of transfer of the Bonds may be effected, (iii) exchanges of the Bonds may be effected, and 
(iv) notices and demands to or upon the Company in respect of the Bonds and the Indenture may be served; and The Bank of 
New York Mellon Trust Company, National Association shall be the Security Registrar and Paying Agent for the Bonds: 
provided, however, that the Company reserves the right to change, by one or more Officer's Certificates, any such place or the 
Security Registrar; and provided, further, that the Company reserves the right to designate, by one or more Officer's 
Certificates, its principal office in Houston. Texas as any such place or itself as the Security Registrar; provided, however, that 
there shall be only a single Security Registrar for each series of Bonds. 

(7) The Bonds shall be redeemable. at the option of the Company, at any time or from time to time, in whole or in part, 
on any date prior to June l, 2026 at a price equal to the greater of (i) 1000  o of the principal amount of the Bonds to be redeemed 
or (ii) the sum of the present values of the remaining scheduled payments of principal and interest on the Bonds to be redeemed 
that would be due if the Bonds matured on June 1, 2026 but for the redemption (not including any portion of such payments of 
interest accrued to the Redemption Date) discounted to the date of redemption (the "Redemption Date) on a semiannual basis 
(assuming a 360-day year consisting of twelve 30-day months) at the applicable Treasury Rate plus 15 basis points plus, in each 
case, accrued and unpaid interest on the principal amount being redeemed to the Redemption Date. On or after June l , 2026, the 
Company may redeem the Bonds, at any time or from time to time, in whole or in part, by paying 10000 of the principal amount 
of Bonds to be redeemed plus accrued and unpaid interest on the principal amount being redeemed to the Redemption Date. 

"Treasury Rate" means, with respect to any Redemption Date the yield calculated on the third business day preceding 
the redemption date, as follows: for the latest day that appears in the most recent statistical release published by the Board of 
Governors of the Federal Reserve System designated as "Selected Interest Rates (Daily) - H.15" (or any successor publication) 
("1-1.15") under the caption "Treasury Constant Maturities - Nominal", the independent investment banker shall select two yields 
— one for the maturity immediately before and one for the maturity immediately after the remaining maturity of the notes 
(assuming the notes matured on June 1, 2026) — and shall interpolate on a straight-line basis using such yields; if there is no 
such maturity either before or after, the independent investment banker shall select the maturity closest to June 1, 2026 that 
appears on the release; or if such release (or any successor release) is not published during the week preceding the calculation 
date or does not contain such yields, the rate per annum equal to the semiannual equivalent yield to maturity of the Comparable 
Treasury Issue, calculated by the Independent Investment Banker using a price for the Comparable Treasury Issue (expressed as 
a percentage of its principal amount) equal to the Comparable Treasury Price for such Redemption Date. The 
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Treasury Rate will be calculated by the Independent Investment Banker on the third Business Day preceding the Redemption 
Date. 

"Cornparable Treasuiy issue means the U.S. Treasury security selected by an Independent Investment Banker as having 
an actual or interpolated maturity comparable to the remaining term ("remaining life) of the Bonds to be redeemed (assuming 
for this purpose that the Bonds matured on June I, 2026) that would be utilized, at the time of selection and in accordance with 
customary financial practice, in pricing new issues of corporate debt secUrities of comparable rnaturity to the remaining terrn of 
such Bonds. 

"Comparable Treasury Price means (1) the average of four Reference Treasury Dealer Quotations for such Redemption 
Date. after excluding the highest and lowest Reference Treasury Dealer Quotations, or (2) if the Independent Investment Banker 
obtains fewer than four such Reference Treasury Dealer Quotations, the average of all such quotations. 

-Independent Investment Banker means one of Deutsche Bank Securities Inc., Merrill Lynch, Pierce, Fenner & Smith 
Incorporated or RBC Capital Markets. LLC as specified by the Company, or if these firms are unwilling or unable to select the 
Comparable Treasury Issue, an independent investment banking institution of national standing selected by the Company. 

"Reference Treasury Dealer means each of (1) Deutsche Bank Securities Inc., Merrill Lynch, Pierce, Fenner & Smith 
Incorporated and RBC Capital Markets, LLC and their respective successors; provided, however, that if any of the foregoing 
shall cease to be a primary U.S. government securities dealer in the United States of America (a "Primary Treasury Dealer), the 
Company will substitute therefor another Primary Treasury Dealer and (2) any other Primary Treasury Dealer selected by the 
Company after consultation with the Independent Investment Banker. 

Reference Treasuiy Dealer Quotations" means, with respect to,each Reference Treasury Dealer and any Redemption 
Date, the average, as determined by the Independent Investment Banker, of the bid and asked prices for the Comparable 
Treasury Issue (expressed in each case as a percentage of its principal arnount) quoted in writing to the Independent Investment 
Banker at 5:00 p.m., New York City time, on the third business day preceding such Redemption Date. 

The Trustee, at the written direction of the Company, will send a notice of redemption to each holder of Bonds to be 
redeemed by first-class mail (or in accordance with the procedures of The Depository Trust Coinpany with respect to Bonds 
registered in the name of Cede & Co.) at least 15 and not more than 60 days prior to the date fixed for redemption. Unless the 
Cornpany defaults on payment of the redemption price, interest will cease to accrue on the Bonds or portions thereof called for 
redemption on the Redemption Date. If fewer than all of the Bonds are to be redeemed, not more than 60 days prior to the 
Redemption Date, the particular Bonds or portions thereof for redemption will be selected from the outstanding Bonds not 
previously called by such method as the Trustee deems fair and appropriate. The Trustee may select for redemption Bonds and 
portions of Bonds in amounts of $1,000 or whole multiples of $1,000. In the case of a partial redernption of Bonds registered in 
the name cif Cede & 
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Co, the Bonds to be redeemed wilI be determined in accordance with the procedures of The Depository Trust Company. 

(8) Not applicable. 

(9) Not applicable. 

( I 0) Not applicable. 

(I I) Not applicable. 

(12) Not applicable. 

( l 3) See subsection (7) above. 

(14) Not applicable. 

(15) Not applicable. 

(16) Not appl icable. 

( 7) 	
The Bonds shall be issuable in whole or in part in the form of one or more Global Securities (as defined below). The 

epositary Trust Company shall initially serve as Depositary (as defined below) with respect to the Global Securities. 
"Depositary" means. with respect to Securities of any series issuable in whole or in part in the form of one or more Global 
Securities, a clearing agency registered under the Exchange Act that is designated to act as depositary for such Securities. 
"Global Security means a Security that evidences all or part of the Securities of a series and bears a legend in substantially the 
following form: 

THIS SECURITY IS IN GLOBAL FORM AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A 
NOMINEE OF A DEPOSITARY. THIS SECURITY IS EXCHANGEABLE FOR SECURITIES REGISTERED IN 
THE NAME OF A PERSON OTHER THAN THE DEPOSITARY OR ITS NOMINEE ONLY IN THE LIMITED 
CIRCUMSTANCES DESCRIBED IN THE INDENTURE AND MAY NOT BE TRANSFERRED EXCEPT AS A 
WHOLE BY THE DEPOSITARY TO A NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE 
DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMMEE OF THE DEPOSITARY. 

The provisions of Clauses (1), (2), (3) and (4) below shall apply only to Global Securities: 

(1) Each Global Security authenticated under the Indenture shall be registered in the name of the Depositary 
designated for such Global Security or a nominee thereof and delivered to such Depositary or a nominee thereof or custodian 
therefor, and each such Global Security shall constitute a single Security for all purposes of the Indenture. 

(2) Notwithstanding any other provision in the Indenture, no Global Security may be exchanged in whole or in part 
for Securities registered, and no transfer of a Global Security in whole or in part may be registered, in the name of any Person 
other than the Depositary for such Global Security or a nominee thereof unless (A) the Company has notified the Trustee that 
the Depositary is unwilling or unable to continue as Depositary 
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for such Global Security, the Depositary defaults in the performance of its duties as Depositary, or the Depositary has 
ceased to be a clearing agency registered under the Exchange Act, in each case, unless the Company has approved a 
successor Depositary within 90 days, (B) the Company in its sole discretion determines that such Global Security will be so 
exchangeable or transferable or (C) there shall exist such circumstances, if any, in addition to or in lieu of the foregoing as 
have been specified for this purpose as contemplated by,the Indenture. 

(3) Subject to Clause (2) above, any exchange of a Global Security for other Securities may be made in whole or in 
part, and all Securities issued in exchange for a Global Security or any portion thereof shall be reeistered in such names as 
the Depositary for such Global Security shall direct. 

(4) EVery Security authenticated and delivered upon registration of transfer of, or in exchange for or in lieu of, a 
Global Security or any portion thereof, whether pursuant to Sections 304, 305, 306, 507 or 1406 of the Indenture or 
otherwise, shall be authenticated and delivered in the form of, and shall be, a Global Security, unless such Security is 
registered in the name of a Person other than the Depositary for such Global Secur ty or a nominee thereof.:  

(18) Not applicable. 

(19) Not applicable. 

(20) For purposes of the Bonds, "Business Day" shall mean any day, other than Saturday or Sunday, on which 
commercial banks and foreign exchange markets are open for business, including dealing; in deposits in U.S. 
dollars, in New York, New York. 

(21) Not applicable. 

(22) The Bonds shall have such other terms and provisions as are provided in the form thereof attached hereto as Exhibit 
A., and shall be issued in substantially such form. 

2. The undersigned has read all of the covenants and conditions contained in the Indenture, and the definitions in the Indenture 
relating thereto, relating to the authentication, delivery and issuance of the Bonds and the execution and delivery of the Twenty-Fifth 
Supplemental Indenture and in respect of compliance with which this certificate is made. 

3. The statements contained in this certificate are based upon the familiarity of the undersigned with the Indenture, the documents 
accompanying this certificate, and upon discussions by the undersigned with officer§ and employees of the Company familiar with 
the matters set forth herein. 

4. In the opinion of the undersigned, she has made such examination or investigation as is necessary to enable him to express an 
informed opinion as to whether or not such covenants and conditions have been complied with. 

5. In the opinion of the undersigned, such conditions and covenants have been complied with. 

6. To my knowledge, no Event of Default has occurred and is continuing. 

7. The execution of the Twenty-Fifth Supplemental Indenture, dated as Of the date hereof, 
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between the Company and the Trustee is authorized or permitted by the Indenture. 

8. With respect to Section 403(2)(B) of the Indenture, General Mortgage Bonds. due September 1, 2026, having an 
aggregate principal amount of $112,895,000 and General Mortgage Bonds, due March 1, 2014, having an aggregate principal 
amount of 187,105.000 out of $300,000,000 (collectively, the "Retired Mortgage Bonde), have heretofore been authenticated and 
delivered and as of the date of this certificate, constitute Retired Securities.$300,000.000 aggregate principal amount of such 
Retired Mortgage Bonds are the basis for the authentication and delivery of $300,000,000 aggregate principal amount of the Series 
Z Bonds. 

9. The First Mortgage Collateralization Date has not occurred. 

10. No certificate of an Independent Accountant pursuant to Section 104 of the Indenture is required in connection with the 
authentication and delivery of the Bonds because (i) the Net Earnings Certificate covers a period different from that required to be 
covered by annual reports required to be filed by the Company and (ii) an Independent Accountant has provided the Company with 
a letter addressed to the Company containing the results of procedures on financial information included in the Net Earnings 
Certificate that arc agreed upon by the Authorized Officer signing the Net Earnings Certificate. 

l 1 . 	Pursuant to the resolutions adopted by the Sole Manager of the Company by written consent on August 3, 2016, Robert 
McRae, Assistant Treasurer, has been named an Authorized Officer, as defined under the Indenture, including for purposes of 
executing the Net Earnings Certificate. 
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IN WITNESS WHEREOF, the undersigned has executed this Officees Certificate as of the date first written above. 

sI kristie L. Colvin 	' 

Kristie L. Colvin 

Senior Vice President and Chief Accounting Officer 

Acknowledged and Received as 
of the date first written above 

THE BANK OF NEW YORK 
MELLON TRUST COMPANY, 
NATIONAL ASSOCIATION, 
as Trustee 

Vetere Boyd 

Vetere Boyd 
Vice President 

Signature Page to Officer's Certificate Under the Indenture 
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EXHIBIT A 

FORM OF BONDS 
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THIS SECURITY IS IN GLOBAL FORM AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSrfARY. THIS 
SECURITY IS EXCHANGEABLE FOR SECURITIF.S REGISTERED IN IHE NAME OF A PERSON OTHER-THAN THE DEPOSITARY OR ITS 
NOMINEE ONLY IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE AND MAY NOT BE TRANSFERRED EXCEPT AS A 
WHOLE BY THE DEPOSITARY TO A NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR 
ANOTFIER NOMINEE OF TRE DEPOSITARY. 

Unless this certificate is presented by an authorized representative of The Depository Trust Company, a New York corporation ("DTC"), to CenterPoint Energy 
Houston Electric, LLC or its agent for registration of transfer, exchange, or payment, and any certificate issued is registercd in the name of Cede & Co. or in such 
other name as is requested by on authorized representative of DTC (and any payment is made to Cede & Co. or to such other entity as is requested by an 
authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS 
WRONGFUL inasmuch as the registered owner hereof, Cede & Co., has an Interest herein. 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 
2.40% General Mortgage Bonds, Series Z, due 2026 

Original 
Interest Accrual 
Date: August 
11. 2016 

Stated 
Maturity: 
September I, 
2026 

Interest Rate-
2.40% 

Interest 
Payment Dates: 
March I and 
September l 

Regular Record 
Dates: 
February 15 
and August 
15 
immediately 
preceding 
the 
respective 
Interest 
Payment 
Date 

Redeemable: Yes [X] No [ j 

Redemption Date: At any time. 	3  

Redemption Price: on any date prior to June I, 2026 at a price equal to the greater of (i) 10040 of the 
principal amount of this Security or the portion hereof to be redeemed or (ii) the sum of the, present 
values of the remaining scheduled payments of principal and interest on this Security or the portion 
thereof to be redeemed that would be due if this Security matured on June 1, 2026 bui for the 

r 	redemption (not including any portion of such payments of interest accnied to theRedemption Date) 
discounted to the Redemption Date on a semiannual basis at the applicable Treasury Rate plus 15 
basis points; plus, in each case, accrued and unpaid interest to the Redemption Date on the principal 
amount being redeemed; or on or after June I, 2026, at a price equal to 100% of the principal 
amount of this Security or the portion thereof to be redeemed plusacerued and unpaid interest to the 
Redemption Date on the principal amount being redeemed. 

This Security is not an Original Issue Discount Security 
within the meaning of the within-mentioned Indenture. 

Principal Amount 	 RegisteredNo. T-1 

CUSIP 15 1 89X AQ 
$300,000,000° 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC, a limited liability company duly organized and existing under the laws of the State of Texas (herein 
called the "Company," which term includes any successor under the Indenture referred to below), for value received, hereby promises to pay to 

"'CEDE & Co.*** 

'Reference is made to Schedule A attached hereto with respect to decreases and increases in the aggregate principal amount of Securities evidenced hereby 
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, or its registered assigns, the principal sum of THREE HUNDRED MILLION DOLLARS, on the Stated Maturity specified above, and to pay interest thereon 
from the Original Interest Accrual Date specified above or from the most recent Interest Payment Date to which interest has been paid or duly provided for, semi-
annually in arrears on the Interest Payment Dates specified above in each year, commencing on March 1, 2017, and at Maturity, at the Interest Rate per annum 
specified above, until the principal hereof is paid or duly provided for. The interest so payable, and paid or duly provided for, on any Interest Payment Date shall, 
as provided in such Indenture, be paid to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on 
the Regular Record Date specified above (whether or not a Business Day) next preceding such Interest Payment Date. Notwithstanding the foregoing, interest 
payable at Maturity shall be paid to the Person to whom principal shall be paid. Except as otherwise provided in said Indenture, any such interest not so paid or 
duly provided for shall forthwith cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this 
Security (or one or more Predecessor Securities) is registered at the close of business on a Special Record Date fbr the payment of such Detbulted interest to be 
fixed by the Trustee, notice of which shall be given to Holders of Securities of this series not less than I() days prior to such Special Record Date, or be paid at 
any time in any other lawful manner not inconsistent with the requirements of any securities exchange on which the Securities of this series may be listed, and 
upon such notice as may be required by such exchange, all as more fully provided in said Indenture 

Payment of the principal of and premium, if any, on this Security and interest hereon at Maturity shall be made upon presentation of this Security at the office of 
the Corporate Trust Administration of The Bank of New York Mellon Trust Company, National Association. located in New York, New York or at such other 
office or agency as may he designated for such purpose by the Company from time to time. Payment of interest on this Security (other than interest at Maturity) 
shall be made by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register, except that if such Person shall 
be a securities depositary, such payment may be made by such other means in lieu of check, as shall be agreed upon by the Company, the Trustee and such 
Person. Payment of the principal of and premium. if any, and interest on this Security, as atbresaid, shall be made in such coin or currency of the United States of 
America as at the time of payment shall be legal tender for the payment of public and private debts. 

This Security is one of a duly authorized issue of securities of the Company (herein called the '`Securities), issued and issuable in one or more series under and 
equally secured by a General Mortgage Indenture, dated as of October 10, 2002, as supplemented and amended (such Indenture as originally executed and 
delivered and as supplemented or amended from time to time thereafter, together with any constituent instruments establishing the terms of particular Securities. 
being herein called the "Indenture), between the Company and The Bank of New York Mellon Trust Company, National Association (successor in trust to 
JPMorgan Chase Bank), trustee (herein called the "Trustee: which term includes any successor trustee under the Indenture), to which Indenture and all 
indentures supplemental thereto reference is hereby made for a description of the property mortgaged, pledged and held in trust, the nature and extent of the 
security and the respective rights, limitations of rights, duties and immunities of the Company, the Trustee and the Holders of the Securities thereunder and of the 
terms and conditions upon which the Securities are, and are to be, authenticated and delivered and secured. The acceptance of this Security shall be deemed to 
constitute the consent and agreement by the Holder hereof to all of the terms and provisions of the Indenture. This Security is one of the series designated above 

If any Interest Payment Date, any Redemption Date or the Stated Maturity shall not be a Business Day (as hereinafter defined), payment of the amounts due on 
this Security on such date may be made on the next succeeding Business Day. and, if such payment is made or duly provided for on such Business Day, no 
interest shall accrue on such amounts for thc period from and after such Interest Payment Date, Redemption Date or Stated Maturity, as the case may be, to such 
Business Day. Interest will be computed on the basis of a 360-day year of twelve 30-day months. 

This Security is subject to redemption, at the option of the Company, at any time or from time to time, in whole or in part, on any date prior to June 1, 2026 at a 
price equal to the greater of (i) 100% of the principal amount of this Security (or the portion hereof to be redeemed) or (ii) the sum of the present values of the 
remaining scheduled payments of principal and interest on this Security (or such portion to be redeemed) that would be due if this Security (or such portion to be 
redeemed) matured on June 1, 2026 but for the redemption (not including any portion of such payments of interest accrued to the Redemption Date) discounted to 
the Redemption Date on a semiannual 
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basis (assuming a 360-day year consisting of twelve 30-day months) at the applicable Treasury Rate plus 15 basis points: plus, in each case, accrued and unpaid 
interest on'the principal amount being redeemed to the Redemption Date. On or atter June I, 2026, the Company may redeem this Security, at any time or from 
time to time, in whole or in part, by paying 100% of the principal amount of this Security (or such portion to he redeemed) plus accrued and unpaid interest on the 
principal amount being redeemed to the Redemption Date. The Trnstee shall have no responsibility for the calculation of such amount. 

"Treasury Rate Means, with respect to any Redemption Date the yield calculated on the third business day preceding the redemption date, as follows: 
for the latest day that appears in the most recent statistical release published by the Board of Governors of the Federal Reserve System designated as "Selected 
Interest Rates (Daily) - H.15" (or any successor publication) ("I I.15").under the caption "Treasury Constant Maturities - Nominal", the independent investment 
hanker shall select two yields — one for the maturity immediately before and one for the maturity immediately after the remaining maturity of the notes (assuming 
the notes rnatured on June 1, 2026) — and shall interpolate on a straight-line basis using such yields; if there is no such inaturity either before or after, the 
independent investment banker shall select thc maturity closest to June t, 2026 that appears on the release; or if such release (or any successor release) is not 
published during the week preceding the calculation date or does not contain such yields, the rate per annum equal to the semiannual equivalent yield to maturity 
of the Comparable Treasury Issue, calculated by the independent Investment Banker using a price for the Comparable Treasury Issue (expressed as a percentage 
of its principal amount) equal to the Comparable Treasury Price for such Redeinption Date. The Treasury Rate will be calculated by the Independent Investment 
Banker on the third Business Day preceding the Redemption Date. 

"Comparable Treasury Issue means the U.S. Treasury security selected by an Independent (nvestment Banker as having an actual or interpolated 
maturity comparable to the remaining temi (remaining lire) of tills Security to be redeemed (assuming for this purpose that this Security matured on June l, 
2026) that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities of 
comparable maturity to the remaining term of this Security. 

"Comparable Treasury Price means ( I) the average of four Reference Treasury Dealer Quotations for such Redemption Date, atter excluding the 
highest and lowest Reference Treasury Dealer Quotations, or (2) if the Independent Investment Banker obtains fewer than four such Reference Treasury Dealer 
Quotations, the average of all such quotations. 

"Independent Investment Bankef means one of Deutsche I3ank Securities Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated or RBC Capital 
Markets, LLC as specified by the Company, or if these firms are unwilling or unable to select the Comparable Treasury Issue, an independent investment banking 
institution of national standing selected by the Company. 

"Reference Treasury Dealer.' means each of (1) Deutsche Bank Securities Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated and R.BC Capital 
Markets, LLC and their respective successors, provided , however,  , that if any of the foregoing shall cease to be a primary U S. government sccurities dealer in 
the United States of America (a "Primary Treasury Dealee), the Company will substitute therefor another Primary Treasury Dealer and (2) any other Primary 
Treasury Dealer selected by the Company afler consultation with the Independent Investment Banker. 

"Reference Treasury Dealer Quotations" means with respect to each Reference Treasury Dealer and any Redemption Date, the average, as detemiined 
by the Independent Investment Banker, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its principal 
amount) quoted in writing to the Independent Investment Banker at 5:00 p.m., New York City time, on the third Business Day preceding such Redemption Date. 

The Trustee, at the written direction of the Company, will send a notice of redemption to each Holder of Securities to be redeemed by first-class mail (or in 
accordance with the procedures of The Depository Trust Company with respect to Securities registered in the name of Cede & Co.) at least 15 and not rnore than 
60 days prior to the date fixed for redemption. Unless the Company defaults on payment of the redemption price, interest will cease to accrue on the Securities or 
portions thereof called for redemption on the Redemption Date. If fewer than all of the 
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Securities of this series are to be redeemed, not more than 60 days prior to the Redemption Date, the particular Securities of this senes or portions thereof for 
redemption will be selected from the outstanding Securities of this series not previously called by such method as the Trustee deems fair and appropriate. The 
Trustee may select for redemption Securities of this series and portions of Securities of this series in amouats of SI,000 or whole multiples of $1,000 In the case 
of a partial redemption of Securities registered in the name of C:..de & Co, the Securities to be redeemed will he determined in accordance with the procedurcs of 
The Depository Trust Company. 

The Indenture permits, with certain exceptions as therein provided, the Trustee to enter into one or more supplemental indentures for the purpose of adding any 
provisions to, or changing in any manner or eliminating any of the provisions of, the Indenture with the consent of the Holders of not less than a majority in 
aggregate principal amount of the Securities of all series then Outstanding under the Indenture, considered as one class; provided , however , that if there shall be 
Securities of more than one series Outstanding under the indenture and if a proposed supplemental indenture shall directly affect the rights of the Holders of 
Sdcurities of one or more, hut less than all, of such series, then the consent only of the Holders of a majority in aggregate principal amount of the Outstanding 
Securities of all series so directly affected. considered as one class. shall be required; and provided ,fursher,  , that if the Securities of any series shall have been 
issued in more than one Tranche and if the proposed supplemental indenture shall directly afrect the rights of the Holders of Securities of one or more, but less 
than all, of such Tranches, then the consent only of the Holders of a majority in aggregate pnncipal amount of the Outstanding Securities of all Tranches so 
directly affected, considered as one class, shall be required, and provided ,fierdier,  , that the Indenture permits the Trustee to enter into one or more supplemental 
indentures for limited purposes without the consent of any Holders of Securities. The Indenture also contains provisions permitting the Holders of a majority in 
principal amount of the Securities then Outstanding, on behalf of the Holders of all Securities, to waive compliance by the Company with ccrtain provisions of 
the Indenture and certain past defaults under the Indenture and their consequences. Any such consent or waiver by the Holder of this Security shall be conclusive 
and binding upon such Holder and upon all future Holders of this Security and of any Security issued upon the registration of transfcr hereof or in exchange 
therefor or in lieu hereof whether or not notation of such consent or waiver is made upon this Security. 

As provided in the Indenture and subject to certain limitations therein set forth, this Security or any portion of the principal amount hereof will be deemed to have 
been paid for all purposes of the Indenture and to be no longer Outstanding thereunder, and, at the election of the Company, the Company's entire indebtedness in 
respect thereof will be satisfied and discharged, if there has been irrevocably deposited with the Trustee or any Paying Agent (other than the Company). in trust, 
money in an amount which will be sufficient and/or Eligible Obligations, the principal of and interest on which when due, without regard to any reinvestment 
thereof, will provide moneys whicit, together with tnoneys so deposited, will be sufficient to pay when due the principal of and interest on this Security when due. 

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registrable in the Secunty Register, upon surrender 
of this Security for registration of transfer at the Corporate Trust Office of The Bank of New York Mellon Trust Company, National Association in New York, 
New York, or such other office or agency as may be designated by the Company from time to time, duly endorsed by, or accompanied by a written instrument of 
transfer in form satisfactory to the Company and the Security Registrar duly executed by, the Holder hereof or his attorney duly authorized in writing, and 
thereupon one or more new Securities of this series of authorized denominations and of like tenor and aggregate principal amount, will be issued to die designated 
transferee or transferees. 

Thc Securities of this senes are issuable only as registered Securities, without coupons, and in denominations of $1,000 and integral multiples of SI ,000 in excess 
thereof As provided in the Intienture and subject to certain limitations therein set forth, Securities of this series are exchangeable for a like aggregate principal 
amount of Securities of the same series and Tranche, of any authorized denominations, as requested by the I folder surrendering the same, and of like tenor upon 
surrender of the Security or Securities to be exchanged at the office of The Bank of New York Mellon Trust Company, National Association in New York. New 
York, or such other office or agency as may be designated by the Company from time to time. 

No service charge shall be made for any such registration of transfer or exchange, but the Company may require payment of a sum sufficient to cover any tax or 
other governmental charge payable in connection therewith. 
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Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company or the Trustee may treat the Person 
in whose name this Security is registered as the absolute owner hereof for all purposes, whether or not this Security be overdue, and neither the Cornpany, the 
Trustee nor any such agent shall be affected by notice to the contrary. 

• The Securities are not entitled to the benefit of any sinking fund. 

As used herein, "Business Day" shall mean any day, other than Saturday or Sunday, on which commercial banks and foreign exchange markets are open for 
business, including dealings in deposits in U.S. dollars, in New York, New York. All other terms used in this Security which are defined in the Indenture shall 
have the meanings assigned to them in the Indenture. 

As provided in the Indenture, no recourse shall be had for the payment of the principal of or premium, if any, or interest on any Securities, or any part thereof, or 
tbr any claim based thereon or otherwise in respect thereof, or of the indebtedness represented thereby, or upon any obligation, covenant.or agreement under the 
Indenture, against, and no personal liability whatsoever shall attach to, or be incurred by, any incorporator, member, manager. stockholder, officer. director or 
employee, as such, past, present or future of the Company or of any predecessor or successor corporation (either directly or through the Company or a 
predecessor or successor corporation), whether by virtue of any constitutional provision, statute or nile of law, or by the enforcement of any assessment or 
penalty or otherwise; it being expressly agreed and understood that the Indenture and all the Securities are solely corporate obligations and that any such personal 
liability is hereby expressly waived and released as a coridition of, and as part of the consideration for, the execution of the Indenture and the issuance of the 
Securities. 

Unless the certificate of authentication hereon has been executed by the Trustee or an Authenticating Agent by manual signature, this Security shall not be 
entitled to any benefit under the Indenture or be valid or obligatory for any purpose. 

[The remainder of this page is intentionally lett blank.l 
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IN WITNESS WHEREOF, the Coinpany has caused this instrument to be duly executed. 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 

Attest: 	 By: 	  

Vincent A. Mercaldi 
	

Kristie L. Colvin 

Assistant Secretary 
	

Senior Vice President and Chief Accounting Officer 

(SEAL) 
CERTIFICATE OF AUTHENTICATION 

This is one of the Securities of the series designated therein referred to in the within-menrioned Indenture. 

Date of Authentication: 	2016 

THE DANK OF NEW YORK MEI.LON TRUST 

COMPANY, NATIONAL ASSOCIATION, as Trustee 

By: __ 
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SCHEDULE A 

The initial aggregate principal amount of Securities 'evidenced by the Certificate to which this Schedult is attached is S300.000,000. flie notations on 
the following table evidence decreases and increases in the aggregate principal amount of Securities evidenced by such Certificate. 

Aggregate Principal 

Amount of Securities 

Decrease in Aggregate 	 Increase in Aggregate 	 Remaining Atte: 	 Notation by 

Date of 	 Principal Amount of 	 Principal Ainount of 	
• 
	 Sudt Decrease or 	 Security 

AdjustMent 	 Securities 	 Securities 	 Increase 	 Registrar 
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Exhibit 12 

CENTERPOINT ENERGY, INC. AND SUBSIDIARIES 

COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES 

Net income (loss) 

Equity in losses (earnings) of unconsolidated affiliates, net of distributions 

Income tax expense (benefit) 

Capitalized interest 

Nine Months Ended September 30, 

2016 	 2015 

(in millions, except ratios) 

331 	$ 

59 

193 

(5) 

(183) 

917 

(129) 

(7) 

578 598 

Fixed charges, as defined: 

Interest 326 346 

Capitalized interest 5 7 

Interest component of rentals charged to operating expense 3 3 

Total fixed charges 334 356 

Earnings, as defined S 912 $ 954 

Ratio of earnings to fixed charges 2.73 2.68 
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Exhibit 31.1 

CERTIFICATIONS 

l, Scott M. Prochazka, certify that: 

have reviewed this quanerly report on Form 10-Q of CenterPoint Energy, Inc.; 

	

2. 	Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make 
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

	

3. 	Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects 
the financial condition. results of operations and cash flows of the registrant as of. and for, the periods presented in this report; 

	

4. 	The registrant's other certifj+ing officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules I3a-15(e) and I5d-15(e)) and internal control over financial reportmg (as defined in Exchange Act Rules 13a-1 5( f) and 15d-l5(f)) 
for the registrant and have: 

(a) Designed such disclosure controls and procedures, or causcd such discloSsure controls and procedureito be designed under our supervision. to 
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared; 

(b) Designed such internal control over financial reporting, or caused such intemal control over.financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
extemal purposes in accordance with generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this rcport our conclusions about the 
effectiveness of the disclosure controls and procedures, as of thc end of the period covered by this report based on such evaluation; and 

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the'registranes most recent 
fiscal quarter (the registrant's fourih fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant's internal control over financial reporting; and 

	

5. 	The registrant's other certifying officerts) and I have disclosed, based on our most recent evaluation of intemal control over financial 
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting wh'ich are reasonably 
likely to adversely affect the registranes ability to record, process, summarize and report financial information; and 

(b) Any fraud, whether or not material, that involites management or other employees who haie a significant role in the registrant's internal control 
over Financial reporting': 

Date: November 4,-2016 

•s. Scott M. Prochazka 

Scott M. Prochazka 

President and Chief Executive Officer 
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Exhibit 31.2 

CERTIFICATIONS 

I, William D. Rogers, certi6( that. 

1. 	I have reviewed this quarterly report on Form 10-Q of CenterPoint Energy, Inc ; 

2. 	Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make 
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. 	Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects 
the financial condition, results of operations and cash flows of thc registrant as of, and for, the periods presented in this report; 

4. 	The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-1.5(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the registrant and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to 
ensure that rnatenal infonnation relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly dunng the penod in which this report is being prepared; 

(b) Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assuranix regarding the reliability of financial reporting and the preparation of financial state.ments for 
external purposes in accordance with generally accepted accounting principles; 

(c) Evaluated the etTectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent 
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant's internal control over financud reporting; and 

5. 	The registrant's other certifying officer(s) and I have disclosed, based on our rnost recent evaluation of intemal control over financial 
reporting, to the registrant's auditors and the audit cornmittce of the registrant's board of directors (or persons performing the equivalent functions): 

(a) 	All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably 
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and 

b) 	Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control 
over financial reporting. 

Date: November 4, 2016 

ls/ William D. Rogers 

William D. Rogers 

Executive Vice President and Chief Financial Officer 
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Exhibit 32.1 

CERTIFICATION PURSUANT TO 
18 U.S C. SECTION 1350, 

AS ADOPTED PURSUANT TO SECTION 906 
OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of CenterPoint Energy, Inc. (the "Company") on Form 10-Q for the quarter ended September 30, 2016 (the "Report"), as 
filed with the Securities and Exchange Commission on the date hereof, 1, Scott M. Prochazka, Chief Executive Officer, certify, pursuant to IS U.S.C. Section 1350, 
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. to the best of my knowledge, that 

I . 	The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and 

The information contained in the Report fairly presents, in all material respects, the financial 'condition and results of operations of the Company. 

/s/ Scott M. Prochazka 

Scott M Prochazka - 

President and Chief Executive Officer 

November 4, 2016 
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Exhibit 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350. 

AS ADOPTED PURSUANT TO SECTION 906 
OF TIIE SARBANES-OXLEY ACT OF 2002 

In connection with the Quanerly Report of CenterPoint Energy, inc. (the "Company") on Form 10-Q for the quarter ended September 30, 2016 (the "Reporr), as 
filed with the Securities and Exchange Commission on the date hereof, I, William D. Rogers, Chief Financial Officer, certify, pursuant to 18 U.S.C. Section 1350, 
as adopted pursuant to Section 906 uf the Sarbanes-Oxley Act of 2002, to the best of my knowledge, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and 

2. The information contained in the Report fiiirly presents, in all material respects, the financial condition and results of operations of the Company. 

Is/ William D. Rogers 

William D. Rogers 

Executive Vicc President and Chief Fineocial Officer 

November 4, 2016 
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1 al le rit ontents 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 10-K 

LE ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended December 31, 2010 
— OR— 

D 	TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

Commission File Number 1-12833 

Energy Future Holdings Corp. 
(Exact name of registrant as specified in its charter) 

Texas 	 75-260310 
(State or other jurisdiction of 	 (I.R.S. Employer 

incorporatioo or organization) 	 Identification No.) 

1601 Bryan Street Dallas, TX 75201-3411 	 (21.1) 812-4600 

(Atkin:as of principal executive officex)(Zip Code) 	 (Regimtrones telephone number, Including area code) 

Securities registered pursuant to Section 12(b) of the Act: 

Name of Each Exchange In 

Title et Each Class 
	

Which Registered 

9 75% Senior Secured Notes due 2019 	 New York Stock Exchange 

Securities registered pursuant tu Section 12(g) of the Act: None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes D No fEl 

Indicate by check mark if the registrant is not required to tile reports pursuant to Section 13 or Section I5(d) of the Act. Yes 13 No 0i3 

Indicate by check mark whether the registrant (I) has tiled all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 
during the preceding 12 rnonths (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing 

requirements for the past 90 days. Ycs CI No CI 

Indicate by check mark whether the registrant has submiued electronically and posted on its corporate Web site, if any, every Interactive Data File required to 
be submitted and posted pursuant to Rule 405 of Regulation S-T (1232.405 of this chapter) during the preceding 12 months or for such shorter period that the 
registrant was required to submit and post such files). Yes 13 No 0 (The registrant is not currently required to submit such files.) 

1 nd i cote by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (229405 of this chapter) is not contained herein, and will not 
be contained, to the best of registrant's knowledge, in definitive ptoxy or inforrnation statements incorporated by reference in Part III of this Form 10-K or any 

amendment to this Form 10-K. 
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indicate by check mark whether the registrant is a large accelerated filer. an  accelerated filer, a non-accelerated filer, or a smaller reporting company. See 
definitions Of large accelerated filer". "accelerated filer and "srnaller reporting company" in Rule 12b-2 of the Exchange Act. 

Large accelerated filer 	0 	 Accelerated filer 
Non-Accelerated filer 	 LI (Do not check if a smaller reporting company) 	 Smaller reporting cornpany 

Indicate by check mnrk if thc registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0 No E3 

As of Febniary 15, 2011, there were 1,671,912, i 18 shares of common stock, without par value, outstanding of EnergY Future Holdings Corp. (substantially all 
of whkh were ownsd by Texas Energy Future Holdings Limited Partnership, Energy Future Holdings Corp.'s parent holding company, and nbne of which is 
publicly traded). 

DOCUMENTS INCORPORATED BY REFERENCE 

None 
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Energy Future Holdings Corp.'s (EFII Corp.) annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any 
amendments to those reports are made available to the public. free of charge, on the EFH Corp. website at http://www.energyfutureholclings.com, as 
soon as reasonably practicable after they have been filed with or furnished to the Securities and Exchange Commission. The information on EFH 
Corp.'s website shall not be deemed a part of, or incorporated by reference into, this report on Form 10-K. Readers should not rely on or assume the 
accuracy of any representation or warranty in any agreement that EFH Corp. has tiled as an exhibit to this Form 10-K because such representation 
or warranty may be subject to exceptions and qualifications contained in separate disclosure schedules, may represent the parties risk allocation in 
the particular transaction, may be qualified by materiality standards that difkr from what may be viewed as material for securities law purposes or 
may no longer continue to be true as of any given date. 

This Form 10-K and other Securities and Exchange Commission filings of EFH Corp. and its subsidiaries occasionally make references to EFH Corp (or 
"we," "our," "us" or "the company"), EFCH, EFIH,TCEH, TXU Energy, Luminant, Oncor Holdings or Oncor when describing actions, rights or obligations 
of their respective subsidiaries. These references reflect the fact that the subsidiaries are consolidated with, or otherwise reflected in, their respective parent 
companies' financial statements for financial reporting purposes. However, these references should not he interpreted to imply that the parent company is 
actually undertaking the action or has the rights or obligations of the relevant subsidiary company or vice versa. 
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GLOSSARY 

When the following terms and abbreviations appear in the text of this report, they have the meanings indicated below. 

1999 Restructuring Legislation 
	

Texas Electric Choice Plan, the legislation that restructured the electric utility intiustry in Texas to provide for 
retail competition 

2009 Form 10-K 
	

EFH Corp.'s Annual Report on Fotm 10-K for the year ended December 31, 2009 
Adjusted EBITDA 
	

Adjusted EBITDA means EBITDA adjusted to exclude noncash items, unusual items and other adjustments 
allowable under certain of our debt arrangements. See the definition of EBITDA below. Adjusted EBITDA and 
EBITDA are not recognized terms under GAAP and, thus, are non-GAAP financial measures. We are providing 
Adjusted EBITDA in this Form 10-K (see reconciliations in Exhibit 99(b), 99(c) and 99(d)) solely because of 
the important role that Adjusted EBITDA plays in respect of certain covenants contained in our debt 
arrangements We do not intend for Adjusted EBITDA (or EBITDA) to he art alternative to net income as a 
measure of operating pertormance or an altemative to cash flows from operating activities as a measure of 
liquidity or an alternative to any other measure of financial performance presented in accordance with US 
GAAP. Additionally, we do not intend for Adjusted EBITDA (or EBITDA) to be used as a measure of free cash 
flow available for management's discretionary use, as the measure excludes certain cash requirements such as 
interest payments, tax payments and other debt service requirements. Because not all companies use identical 
calculations, our presentation of Adjusted EBITDA (and EBITDA) may not be comparable to similarly titled 
measures of other companies. 

ancillary services 
	

Refers to services necessary to support the transmission of energy and maintain reliable operations for the entire 
transmission system. 

baseload 
	

Refers to the minimum constant level of electricity demand in a system. such as ERCOT, and/or to the 
electricity generation facilities or capacity normally expected to operate continuously throughout the year to 
serve such demand, such as our nuclear and lignite/cod-fueled generation units. 

CAIR 
	

Clean Air Interstate Rulc 
Capgemini 
	

Capgemini Energy LP, a provider of business support services to EFI I Corp. and its subsidiaries 
CATR 
	

Clean Air Transport Rule 
CFTC 
	

Cominodity Futures Trading Commission 
CO2 	 carbon dioxide 
Competitive Electric segment 

	
Refers to the EFII Corp. business segment that consists principally of TCEH. 

CREZ 
	

Competitive Renewable Energy Zone 
DOE 
	

US Department of Encrgy 
EBITDA 
	

Refers to earnings (net income) before interest expense, income taxes, depreciation anti amortization. See the 
definition of Adjusted EB1TDA above. 

EFCH 
	

Refers to Energy Future Competitive Holdings Company, a direct, wholly-owned subsidiary of EFH Corp. and 
the direct parent of TCEH, and/or its subsidiaries, depending on context. 
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EFH Corp. 	 Refers to Energy Future Holdings Corp., a holding company, and/or its subsidiaries. depending on context. its 
major subsidiaries include TCEH and Oncor. 

EFII Corp. Senior Notes 	 Refers collectively to EFH Corp.'s 10.875% Senior Notes due November l, 2017 (EFH Corp. l0.875% Notes) 
and EFH Corp:s 11 25%/12.00% Senior ToggIe Notes due November I, 20E7 (EFH Corp. Toggle Notes). 

EFII Corp. Senior Secured Notes 	Refers collectively to EFH Corp.'s 9 75% Senior Secured Notes due October 15, 2019 (EFH Corp. 9.75% 
Notes) and EFH Com 's 10.000% Senior Secured Notcs due January 15, 2020 (EFH Corp. 10% Notes). 

EFIll 	 Refers to Energy Future Intermediate liolding Company LLC. a direct, wholly-owned subsidiary of EFH Corp. 
and the direct parent of Oncor Holdings. 

EFIH Finance 	 Refers.to EFIII Finance Inc., a direct, wholly-owned subsidiary of EFIH, formed for the sole purpose of serving 
as co-issuer with EFII I of certain debt securities. 

EFIH Notes 	 Refers collectively to EFIH's and EFIH Finances 9.75% Senior Secured Notes due October 15, 2019 (EFIFI 
9.75% Notes) and EFIH's and EFIH Finances 10.000% Senior Sccured Notes duc December 1, 2020 (EFIH 
10% Notes). 

EPA 	 US Environmental Protection Agency 
EPC 	 engineering, procurement and construction 
ERCOT 	 Electric Reliability Council of Texas, the independent system operator and the regional coordinator of various 

electricity systems within Texas 
ERISA 	 Employee Retirernent Income Security Act of 1974, as amended 
FASB 	 Financial Accounting Standards Board, the designated organization in the private sector for establishing 

standards for financial accounting and reporting 
FERC 	 US Federal Energy Regulatory Commission 
GAAP 	 generally accepted accounting principles 
GHG 	 greenhouse gas 
GWIt 	 gigawan-hours 
IRS 	• 	 US internal Revenue Service 
kV 	 kilovolts 
kWh 	 kilowatt-hours 
Lehman 	 Refers to certain subsidianes of Lehman Brothers I loldings Inc., which filed for bankruptcy under Chapter I I of 

the US Bankruptcy Code in 2008. 
LIBOR 	 London Interbank Offered Rate. An interest rate at which banks can borrow funds, in marketable siie, from 

other banks in the London interbank market. 
Luminant 	 Refers to subsidiaries of TCEII engaged in competitive market activities consisting of electricity generation and 

wholesale energy sales and purchases as well as comModity risk management and trading activities, all largely 
in Texas. 
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market beat rate 	 Heat rate is a measure of the efficiency of converting a fuel source to electricity. Market heat rate is the implied 
relationship between wholesale electricity prices and natural gas prices and is calculated by dividing the 
wholesale market price of electricity, which is based on the price offer of the marginal supplier in ERCOT 
(generally natural gas plants), by the market price of natural gas. Forward wholesale electricity market price 
quotes in ERCOT are generally limited to Iwo or three years; accordingly, forward market heat rates are 
generally limited to the same time period. Forecasted market heat rates for timc periods for which market price 
quotes arc not available are based on fundamental economic factors and forecasts, including electricity supply. 
demand growth, capital costs associated with new construction of generation supply, transmission development 
and other factors. 

Merger 	 The transaction referred to in 'Merger Agreement" (defined immediately below) that was completed on October 
10. 2007 

Merger Agreement 	 Agreement and Plan of Merger, dated Febncuy 25, 2007, under which Texas Holdings agreed to acquire EFH 
Corp. 

Merger Sub 	 Texas Energy Future Merger Sub Corp, a Texas corporation and a wholly-owned subsidiary of Texas Holdings 
that was merged into EFH Corp. on October 10. 2007 

MMBtu 	 million British thermal units 

Moody's 	 Moodys Investors Services, hie. (a credit rating agency) 

MW 	 megawatts 
MWh 	 megawatt-hours 
NERC 	 North American Electric Reliability Corporation 

NO 	 nitrogen oxide 
NRC 	 US Nuclear Regulatory Commission 

NYMEX 	 Refers to the New York Mercantile Exchange, a physical commodity futures exchange. 

Oncor 	 Refers to Oncor Electric Delivery Company 	a direct, majority-owned subsidiary of Oncor Holdings and 
an indirect subsidiary of EFH Corp., and/or its consolidated bankruptcy-remote financing subsidiary, Oncor 
Electric Delivery Transition Bond Company LLC, depending on context, that is engaged in regulated electricity 
transmission and distribution activities. 

Oticor Holdings 	 Refers to Oncor Electric Delivery Holdings Company LLC, a direct, wholly-owned subsidiary of EF1H and tlie 
direct majority owner of Oncor, and/or its subsidiaries, depending on context. 

Oncor King-Fcncrd Entities 	 Refers to Oncor Holdings and its direct and indirect subsidiaries, including Oncor. 

OPEB 	 other postretiremcnt employee benefits 

PUCT 	 Public Utility Commission of Texas 
PURA 	 Texas Public Utility Regulatory Act 
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purchase accounting 	 The purchase method of accounting for a business combination as prescribed by US GAAP, whereby the cost or 
"purchase price of a business combination, including the amount paid for the equity and direct transaction costs 
are allocated to identifiable assets arid liabilities (including intangible assets) based upon their fair values. The 
excess of the purchase price over the fair values of assets and liabilities is recorded as goodwill. 

Regulated Delivery segment 	 Refers to the EFH Corp. business segment that consists of the operations of Oncor. 
REP 	 retail electric provider 
RRC 	 Railroad Commission of Texas. which among other things, has oversight of lignite mining activity in Texas 
S&P 	 Standard & Poor's Ratings Services, a division of the McGraw-Hill Companies inc. (a credit rating agency) 
SARs 	 Stock Appreciation Rights 
SARs Plan 	 Refers to the Oncor Flectnc Delivery Company Stock-  Appreciation Rights Plan 
SEC 	 US Securities and Exchange Commission 
Securities Act 	 Securities Act of 1933, as amended 
SG&A 	 selling, general and administrative 
S02 	 sulfur dioxide 
Sponsor Group 	 Refers collectively to the investment funds affiliated with Kohlberg Kravis Roberts & Co. L.P., TPG Capital, 

L.P. and GS Capital Partners, an affiliate of Goldman, Sachs & Co. (See Texas Holdings below.) 
TCEIŠ 	 Refers to Texas Competitive Electric Holdings Company LLC, a direct, wholly-owned subsidiary of EFCH and 

an imiirect subsidiary of EFH Corp., and/or its subsidiaries, depending on context, that are engaged in electricity 
generation and wholesale and retail energy markets activities. Its major subsidiaries include Luminant and TXU 
Energy. 

TCEH Finance 	 Refers to TCEH Finance, Inc., a direct. wholly-owned subsidiary of TCEH, forined for the sole purpose of 
serving as co-issuer with TCEH of certain debt securities. 

TCEH Senior Notes 	 Refers collectively to TCEH's 10.25% Senior Notes due November I , 2015 and 10.25% Senior Notes due 
November 1, 2015, Series B (collectively. TCEH 10.25% Notes) and TCEH's 10 50%/11.25% Senior loggle 
Notes due November l, 2016 (TCEH Toggle Notes). 

TCEH Senior Secured Facilities 	Refers collectively to the TCEH Initial Term Loan Facility, TCEH Delayed Draw Term Loan Facility, TCEH 
Revolving Credit Facility, TCEH Letter of Credit Facility and TCEH Commodity Collateral Posting Facility. 
See Note 11 to Financial Statements for details of these facilities. 

TCEH Senior Secured Second Lien 	Refers collectively to TCEH's .15% Senior Secured Second Lien Notes due April 1, 2021 and TCEH's 15% 
Notes 	 Senior Secured Second Lien Notes due April 1, 2021, Series B. 
TCEQ 	 Texa.stommission on Environmental Quality 
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Texas Holdings 	 Refers to Texas Energy Future Holdings 1,imited Partnership, a limited partnership controlled by the Sponsor 
Gruup that owns substantially all of the common stock of EFH Corp. 

Texas Holdings Group 	 Refers to Texas lloldings and its direct and indirect subsidiaries other than the Oncor Ring-Fenced Entities. 
Texas Transmission 	 Refers to Texas Transmission Investment LLC, a limited liability company that owns a I9.75°,) equity interest 

in Oncor. Texas Transmission is not affiliated with EFH Corp., any of its subsidiaries or any member of the 
Sponsor Group. 

TKE 	 Refers to fexas Reliability Entity, Inc.. an independent organization that develops reliability standards for the 
ERCOT region and monitors and enforces compliance with NERC standards and ERCOT protocols. 

TXU Energy 	 Refers to TX() Energy Retail Company LLC, a direct, wholly-owned subsidiary of TCEH engaged in the retail 
sale of electricity to residential and business customers. TXU Energy is a REP in competitive areas of ERCOT. 

TXU Gas 	 TXU Gas Company, a former subsidiary of EFH Corp. 
US 	 United States of America 
VIE 	 variable interest entity 
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PART I 

Items 1. and 2. BUSINESS AND PROPERTIES 

References in this report to "we," "our," "us" and "the company" are to EF1I Corp. and/or its subsidiaries as apparent in the context See "Glossaiy" for 
descriptions of major subsidiaries and other defined terms. 

EFH Corn. Business and Strategy 

We are a Dallis, Texas-based energy company with a portfolio of competitive and regulated energy businesses in Texas. EFH Corp. is a holding 
company conducting its operations principally through its TCEII and Oncor subsidiaries. TCEII is wholly-owned, and EFH Corp. holds an approximately 
80% equity interest in Oncor. Immediately below is an organization chart of the key subsidiaries discussed in this report. 

TEXAS HOLDINGS 

EFH CORP. 

      

      

 

EFIH 

  

' EFCH 

      

      

      

 

ONCOR 

  

TCEH 

      

      

RING-FENCED 

TCEI{ is a holding company for subsidinries engaged in competitive electricity niarket activities largely in Texas including electricity generation, 
wholesale energy sales and purchases. commodity risk management and trading activities, and retail electricity sales. 

TCEH owns or leases 15,427 MW of generation capacity in Texas, which consists of ligniteðcoal, nuclear and natural gas-fueled generation facilities. 
This capacity includes two new lignite-fueled units that achieved substantial completion (as defined in the EPC agreements for the units) in the fourth quarter 
2009 and a third new lignite-fueled unit that achieved substantial completion (as defined in the EPC agreement for the unit) in the second quarter 2010. In 
addition, TCEH is the largest purchaser of wind-generated electricity in Texas and the fifth largest in the US. TCEH provides competitive electricity and 
related services to approximately two million retail electricity customers in Texas. 
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Oncor is engaged in regulated electricity transmission and distribution operations in Texas that are primarily regulated by the PUCT. Oncor provides 
both distribution services to retail electric providers that sell electricity to consumers and transmission services to other electricity distribution companies, 
cooperatives and municipalities. Oncor operates the largest transmission and distribution systeni in Texas, delivering electricity to approximately three million 
homes and businesses and operating more than 118,000 miles of transmission and distribution liiics. A significant portion of Oncor's revenues represent fees 
for delivery services provided to TCEH. Distribution revenues from TCEH represented 36% and 38°0 of Oncor's total revenues for the years ended 
December 31, 2010 and 2009, respectively. 

EFH Corp. and Oncor have implemented certain structural and operational "ring-fencing" measures based on commitments made by Texas Holdings 
and Oncur to the PUCT that are intended to enhance the credit quality of Oncor. These measures serve to mitigate Onco?s and Oncor Holdings credit 
exposure to the Texas Holdings Group and to reduce the risk that the assets and liabilities of Oncor or Oncor Holdings would be substantively consolidated 
with the assets and liabilities of the Texas Holdinas Group in the event of a bankruptcy of one or more of those entities. See Note 1 to Financial Statements 
for a description of the material features of these "ring-fencine measures. 

As of December 31, 2010, we had approximately 9,200 full-time employees (including approximately 3,800 at Oncor), including approximately 2,750 
employees under collective bargaining agreements (including approximately 650 at Oncor). 

EFH Corp.'s Market 

We operate primarily within thc ERCOT market. This market represents approximately 85% of the electricity consumption in Texas. ERCOT is the 
regional reliability coordinating organization for member electricity systems in Texas and the system operator of the interconnected transmission grid for 
those systems. ERCOrs membership consists of approximately 300 corporate and associate members, including electric cooperatives, municipal power 
agencies, independent generators, independent power marketers, investor-owned utilities, REPs and consumers. 

The ERCOT market operates under reliability standards set by the NERC. The PUCT has primary jurisdiction over the ERCOT market to ensure 
adequacy and reliability of power supply across Texas's main interconnected transmission grid. The ERCOT independent system operator is responsible for 
procuring energy on behalf of its members while maintaining reliable operations of the electricity supply system in the market. lts responsibilities include 
centralized dispatch of thc power pool and ensuring that electricity production and delivery are accurately accounted for among the generation resouices and 
wholesale buyers and sellers. The ERCOT independent system operator also serves as agent for procuring ancillary services for those members who elect not 
to provide their own ancillary services. 

Significant changes in the operations of the wholesale electricity market resulted from the change from a zonal to a nodal market implemented by 
ERCOT iti December 2010. The nodal market design reflects a substantial increase in settlement price points for participants and establishes a new "day-
ahead market," operated by ERCOT, in which participants can enter into forward sales and purchases uf electricity. The nodal market also establishes hub 
trading prices. which represent the average of nude prices within geographic regions, at which participants can hedge and trade power through bilateral 
transactions. See Item 7, ''Management's Discussion and Analysis of Financial Condition and Results of Operations — Significant Activities and Events — 
Wholesale Market Design —Nodal Market" for additional discussion of the ERCOT nodal market. 

Oncor, along with other owners of transmission and distribution facilities in Texas. assists the ERCOT independent system operator in its operations. 
Oncor has planning, design. construction, operation and maintenance responsibility for the portion of the transmission grid and for the load-serving 
substations it owns, primarily within its certificated distribution service area. Oncor participates with the ERCOT independent system operator and other 
ERCO r utilities in obtaining regulatory approvals and planning. designing and constructing new transmission lines in order to remove existing constraints on 
the ERCOT transmission grid. The transmission lines are necessary to meet reliability needs, support renewable energy production and increase bulk power 
transfer capability. 
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The following data is derived from information published hy ERCOT: 

Installed generation capacity in the ERCOT market estimated for 201.1 totals approximately 85,000 MW, including approximately 3.000 MW 
mothballed (idled) capacity, as well as rnore than 10,000 MW of wind. water and other resources that may not be ivailable coincident with system need. In 
August 2010, F,RCOrs hourly demand peaked at a record 65,776 MW. Of ERCOT's estimate of total available capacity for 2011, approximately 60% is 

natural gas-fueled generation, approximately 28% is lignite/coal and nuclear-fueled baseload generation and approximately 12% in wind and other renewable 
resources. In November 2010, ERCOT changed its minimum reserve margin planning criterion to 13.75% from 12.5%; the reserve margin is projected by 

ERCOT (o be 15.94% in 2011, 15.78% in 2012, and 13.14% by 2013. Reserve margin is the difference between system generation capability and anticipated • 
peak load. 

The ERCOT market has limited interconnections to other markets in the US, which currently limits potential imports into and exports out of the 

ERCOT market to 1,106 MW of generation capacity tor approximately 2% of peak dcmand). In addition. wholesale transactions within the ERoar market 
arc generally not subject to regulation by the FERC. 

Natural gas-fueled generation is the predominant electricity capacity resource in the ERCOT m'arket and accounted for approximately 39% of the 

electricity produced in the ERCOT market in 2010. Because of the significant natural gas-fueled capacity and the ability of such facilities to more readily,  , 
increase or decrease production when compared to bascload generation, marginal demand for electricity is usually met by natural gas-fueled facilities. As a 
result, wholesale electricity prices in ERCOT largely correlate with natural gas prices. 

EFH Corp.'s Strategies 

Each ofOur businesses focuses its operations on key safety, reliability, economic and environmental drivers for that business, as described below: 

• TCEH focuses on optimizing and developing its generation fleet to safely provide reliable electricity supply in a cost-effective manner and in 
consideration of environmental impacts, hedging its electricity pnce risk and providing high quality service and innovative energy products to 
retail and wholesale customers. 

• Oncor focuses on delivering electriciti in a safe and reliable manner. minimizing service interruptions and investing in its transinission and 
distribution infrastructure to maintain its system, serve its growing customer base with a modemized grid and support renewable energy 
production. 

Other elements of our strategies iriclude: 

• hicrea.se  value from existing business lines. Our strategy focuses on striving for top quartile or better performance across our operations in terms 
• of safety, reliability, cost and customer service. In establishing tactical objectives, we incorporate the following core operating principles: 

Safety; Placing the safety of communities, customers and employees first; 

• Environmental Stewardship: Continuing to make strategic and operational improvements that -lead to cleaner air. land and water; 

• Customer Focus: Delivering products and superior service to help custOmers more effectively manage their use of electricity; 

• Community Focus...Being an integral mut of the communities in which we live, work and serve; 

• Operational Excellence. Incorporating continuous improvement and financial discipline in all aspects of the business to achieve 
top-tier results that maximize the value of the company for'stakeholders, including operating world-class facilities that produce and 
deliver safe and dependable electricity at affordable prices, and 

• Performance-Driven Cidture: Fostering a strong values- and performance-based culture designed to attract. develop and retain 
best-in-class talent. 
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Pursue growth opportunities across business lines. Scale in our operating businesses allows us to take pan in large capital investments, such as 
new generation projects and investments in thc transmission and distribution system, with a smaller fraction of overall capital at risk and with an 
enhanced ability to streamline costs. We expect to also explore smaller-scale growth initiatives that are not expected to be material to our 
performance over the near term but can enhance our growth profile over time, Specific growth initiatives include: 

• Pursue generation development opportunities to help meet ERCOT's growing electricity needs over the longer term from a diverse 
range of alternatives such as nuclear, renewable energy and advanced coat technologies. 

Profitably increase the number of retail customers served throughout the competitive ERCOT market areas by delivering superior 
value through high quality customer service and innovative energy products, including leading energy efficiency initiatives and 
service offerings. 

• invest in transmission and distribution technology upgrades, including advanced metering systems and energy efficiency 
initiatives, and construct new transmission and distribution facilities to meet the needs of the growing Texas rnarket. These growth 
initiatives benefit from regulatory capital recovery mechanisms known as "capital trackers" that enable adequate and timely 
recovery of transmission and advanced metering investments through regulated rates. 

• Reduce the volatility of cash flows through an electricity price risk management strategy. We actively manage our exposure to wholesale 
electricity prices in ERCOT through contracts for physical delivery of electricity, exchange traded and "over-thc-counter" financial contracts, 
ERCOT "day-ahead market" transactions and bilateral contracts with othcr wholesale market participants, including other generators and end-use 
customers. These hedging activities include shorter-term agreements, longer-term electricity s.des contracts and forward sales of natural gas. 

The strong historical correlation between natural gas prices and wholesale electricity prices in the ERCOT market provides us an opportunity to 
manage our exposure to variability of wholesale electncity prices. We 1,ave established a long-term hedging program designed to reduce 
exposure to changes in future electricity prices due to changes in the price of natural gas. Under the program, TCEH has entered into market 
transactions involving natural gas-iclated financial instruments. and as of December 31, 2010, has etTectively sold forward approximately 1.0 
billion MMBtu of natural gas (equivalent to the natural gas exposure of approximately 125,000 (JW1i at an assumed 8.0 market heat rate) for the 
period January 1, 2011 through December 31, 2014 at weighted average annual hedge priccs ranging from $7.19 per MMI3tu to $7,80 per 
MMBtu. 

These transactions, as well as fonsard power sales, have effectively hedged an estimated 62% of the natural gas price exposure related to TCEH's 
expected generation output for the period beginning January 1, 2011 anti ending December 31, 2014 (on an average basis for such period and 
assuming an 8.0 market heat rate). The hedges were entered into with the continuing expectation that wholesale electricity prices in ERCOT will 
largely correlate with natural gas prices, which are expected to be the marginal filet for the purpose of setting electricity prices approximately 
75% to 90% of the time. lf this correlation chunges, the cash flows targeted under the long-term hedging program may not he achieved. As of 
December 31, 2010, more than 95% of the long-term hedging program transactions were directly or indirectly secured by a first-lien interest in 
TCEH's assets (including the transactions supported by the TCEH Commodity Collateral Posting Facility), thereby reducing the cash and letter of 
credit collateral requirements for the hedging program. For additional discussion nf the long-term hedging program. see item 7, "Management's 
Discussion and Analysis of Financial Condition and Results of Operations," specifically sections entitled "Significant Activities and Events — 
Natural Gas Prices and Long-Tenn Hedging Program," "Key Risks and Challenges — Natural Gus Price and Market Heat-Rate Exposure" and 
"Financial Condition — Liquidity and Capital Resources — Liquidity Effects of Commodity Hedging and Trading Activities." 
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Strengthen balance slteet through a liability management program. In 2009. we initiated a liability management program focused on improving 
our balance sheet, and we expect to opportunistically look for ways to reduce the amount and extend the maturity of our outstanding debt. 
Activities under the liability management program do not include debt issued by Oncor or its subsidiaries. The program has resulted in the 
capture of $2.0 billion of debt discount and the extension of approximately $5.0 billion of maturities from 2014-2017 to 2019-2021. Activities to 
date have included debt exchanges, issuances and repurchases completed in 2010 and 2009.discussed below under Item 7, "Management's 
Discussion and Analysis of Financial Condition and Results of Operations — Significant Activities and Events — Liabiliy Management Program" 
and the August 2009 amendment to the Credut Agreement goveming the TCEH Senior Secured Facilities that provided additional flexibiltty in , 
restructuring debt obligations. See Note I I to Financial Statements for additional discussion of these transactions. 

Future activities under thc liability management program may include the purchase of our outstanding debt for cash in open market purchases or 
privately negotiated transactions (including pursuant to a Section 10b-5(1) plan) or via public or private exchange or tender offers. Moreover, as 

part of our liability management program, we may refinance our existing debt, including the TCEH Senior Secured Credit Facilities. 

In evaluating whether to undertake any liability management transaction, including any refinancing, we will take into account liquidity 

requirements, prospects for future access to capital, contractual restrictions, the market price of our outstandIng debt and other factors. Any 
liability management transaction, including any refinancing, may occur on a stand-alone basis or in connection with, or immediately following, 
other liability management transactions. 

Pursue new environmental initiatives. We are comrnitted to continue to operate in compliance with all environmental laws, rules and regulations 
and to reduce our impact on the environment EFH Corp.'s Sustainable Energy Advisory Board advises in the pursuit of technoloay development 
opportunities that reduce our impact on the environment while balancing the need to help address the energy requirements of Texas. The 
Sustainable Energy Advisory Board is comprised of individuals who represent the following interests, among others-  the environment, labor 
unions, customers. economic development in Texas and technology/reliability standards. In addition, we are focused on and are pursuing 
opportunities to reduce emissions from our existing and new lignite/coal-fueled generation units. We have voluntarily committed to reduce 
emissions of mercury, NO, and SO, at our existing units. We expect to make these reductions through a combination of investment in new 
emission control equipment, new coal cleaning technologies and optimizing fuel blends. In addition, sve expect to invest $400 million over a five-
year period that began in 2008 in programs designed to encourage customer electricity demand efficiencies, representing $200 million more than 
amounts planned to be invested by Oncor to meet regulatory requirements. As of December 31.. 2010. we invested a cumulative total of $229 
million in these programs. 

Seasonality 

Our revenues and results of operations are subject to seasonality, weather conditions and other electricity usage drivers, with revenues being highest in 
the summer. 
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We have aligned anti report our business activities as two operating segments: the Competitive Eketric segment (primarily represented by TCEH) and 
the Regulated Delivery segment (primarily represented by Oncor). See Note 23 to Financial Statements for additional financial information for the segments. 

Competitive Electric Segment 

Key management activities, including commodity price risk management and electricity sourcing for our retail and wholesale customers, are performed 
on an integrated basis. However, for purposes of operational accountability, perforrnance management and market identity, the segment operations have been 
grouped into Luminant, which is engaged in electricity generation and wholesale markets activities, and TXU Energy, which is engaged in retail electricity 
sales activities. These activities are conducted through separate legal entities. 

Lundnant — Luminant's existing electricity generation fleet consists of 14 plants in Texas with total installed nameplate generating capacity as shown 
in the table below: 

Fuet Tyne 

Installed Nameplate 

CapaciN (.1W) 
Number of 

Plants 
Number of 

UMts (a) 

   

Nuclear 2,300 1 
Lignite/coal 8,017 5 12 
Natural gas (b)(c) 5.110 8 26 

Total 15,427,  14 40 

(a) 	Leased units consist of six natural gas-fueled combustion turbine units totaling 390 MW of capacity. All other units are owned. 
(h) 	Includes 1,655 MW representing four units mothballed and not currently available for dispatch. See "Natural Gas-Fueled Generation 

Operatione below. 
(e ) 	Includes 1,268 MW representing eight units currently operated for unaffiliated parties. 

The generation plants are located primarily on land owned in fee. Nuckar and lignite/coal-fueled (baseload) plants are generally scheduled to run at 
capacity except for periods of scheduled maintenance activities or, in the case of lignite/coal-fucled units, short-term production backdown in periods of low 
wholesale power prices (i.e., economic backdown). The natural gas,fueled generation units supplement the bascload generation capacity in meeting 
consumption in peak demand periods as production from a certain number of these units can more readily be ramped up or down as demand warrants. 

Nuclear Generation Operations — Luminant operates two nuclear generation units at the Cotnanche Peak facility, each of which is designed for a 
capacity of 1,150 MW. Comanche Peak's Unit 1 and Unit 2 went into commercial operation in 1990 and 1993, respectively, and are generally operated at full 
capacity to meet the load requirements in ERCOT, Rehieling (nucfear fuel asseinbly replacement) outages for each unit are scheduled to occur every eighteen 
months during the spring or fall off-peak demand periods. Every three years, the refueling cycle results in the refueling of both units during the same year, 
which is planned for 2011 and last occurred in 2008. While one unit is undergoing a refueling outage, the remaining unit is intended to operate at full 
capacity. During a refueling outage, other maintenance, modification and testing activities are completed that cannot be accomplished when the unit is in 
operation. Over the last three years the refueling outage period per unit has ranged from 19 to 26 days. The Comanche Peak facility operated at a capacity 
factor of 95% in 2008, reflecting refueling of both units, and 100% in both 2009 and 2010. 

Luminant has contracts in place for all of its uranium, nuclear fuel conversion services and nuclear fuel enrichment services for 2011. For the period of 
2012 through 2018, Luminant has contracts in place for the acquisition of approxirnately 65°r. of its uranium requirements and 51% of its nuclear fuel 
conversion services requirements. In addition, Luminant has contracts in place for all of its nuclear fuel enrichment services through 2013, as well as all of its 
nuclear fuel fabrication services through 2018. Luminant does not anticipate any significant difficulties in acquiring uranium and contracting for associated 
conversion services and enrichment services in the foreseeable future. 
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I,urninant believes its on-site used nuclear fuel storage capability is sufficient for a minimum of three years. The nuclear industry is continuing to 
review ways to enhance security of used-fuel storage with the NRC to fully utilize physical storage capacity. Future on-site used nuclear fuel storage 
capability will require,the use of the industry technique of dry cask storage. 

The Comanche Peak nuclear generation units have an estimated useful lifc of 60 years front the date of commercial operation. Therefore, assuming that 
Luminant receives 20-year license extensions, similar to what has been granted by the NRC to several other commercial generation reactors over the past 
several years, plant decomrnissioning activities would be scheduled to begin in 2050 for Comanche Peak Unit I and 2053 for Unit 2 and common facilities. 
Decommissioning costs will be paid from a decommissioning trust that, pursuant to state law. is funded from Oncor's customers through an ongoing delivery 
surcharge. (See Note 18 to Financial Statements for discussion of the decomnfissioning trust fund.) 

Nuclear insurance provisions are discussed in Note 12 to Financial Statements. 

Nuclear Generation Development— In September 2008, a subsidiary of TCEH filed a combined operating license application with the NRC for two 
new nuclear generation units, each with approximately 1,700 MW (gross capacity), at its existing Comanche Peak nuclear generation site. In connection with 
the filing of the application, in January 2009, subsidiaries of TCEH and Mitsubishi Heavy Industries Ltd. (MH1) formed a joint venture, Comanche Peak 
Nuclear Power Company (CPNPC), to further the development of the two new nuclear generation units using MHrs US—Advanced Pressurized Water 
Reactor technology. The TCEH subsidiary owns an 88% interest in CPNPC, and a Mlil subsidiary owns a 12% interest. 

In March 2009, the NRC announced an official review schedule for the license application. Based on the schedule. the NRC expects to complete its 
review by December 2011, and it is expected that a license would be issued approximately one year later. In November 2009, CPNPC filed a comprehensive 
revision to the license application that updated the license application for developments occurring after the initial filing. 

In 2009, the DOE announced that it had selected four applicants to proceed to the due diligence phase uf its Loan Guarantee Prograrn and to commence 
negotiations towards potential loan guarantees for their respective generation projects. CPNPC was.not among the initial four applicants selected by the DOE; 
however, CPNPC continues to update the DOE on its progress, with the goal of securing a DOE loan guarantee for financing the proposed units prior to 
commencement of construction. 

Lignite Coal-Fueled Generauon Operations — Luminant's lignite/coal:fueled generation fleet capacity totals 8,017 MW (includi.ng  three recently 
constructed new units) and consists of the Big Brown (2 units), Monticello (3 units), Martin Lake (3 units), Oak Grove (2 units) and Sandow (2 units) plants. 
These plants are generally operated at full capacity to help meet the load requirements in ERCOT, and maintenance outages are scheduled during seasonal 
off-peak demand periods. Over the last three years, the total annual scheduled and unscheduled outages per unit (excluding the three new units) averaged 33 
days. Luminant's lignite/coal-fueled generation fleet operated at a capacity factor of 87.6% in 2008, 86.5% in 2009 and 82.2% in 2010, which represents top 
quartile performance of US coal-fueled generation facilities. The 2008 performance reflects extended unplanned outages at several units, and the 2010 and 
2009 performance reflects increased economic backdown of the units, reflecting short-term period.s when wholesale electricity market prices were less than 
production costs. 

Luminant recently completed the construction of three lignite-fueled generation units with a total capacity of 2,180 MW The three units consist of one 
unit at a leased site that is adjacent to an existing lignite-fueled generation unit (Sandow) and two unifs at an owned site (Oak Grove). The Sandow unit and 
the first Oak Grove unit achieved substantial completion (as defined in the EPC agreements for the respective units) in the fourth quarter 2009. The second 
Oak Grove unit achieved substantial completion (as defined in the EPC agreement for the unit) in the second quarter 2010. Accordingly, Cuminant has 
operational control of these units. 
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Aggregate cash capital expenditures for these three units totaled approximately $3 25 billion including all construction, site preparation and mining 
development costs. The investment included approximately $500 million for state-of-the-art emissions controls for the three new units. Including capitalized 
interest and the step-up in construction work-in-process balances tn fair value as a result of purchase accounting for the Merger in 2007, carrying value of the 
units totaled approximately S4.8 billion upon completion. 

Luminant also has an environmental retrofit program under which it plans to install additional environmental control systems at its existing lignite/coal-
fueled generation facilities. Capital expenditures associated with these additional environmental control systems could exceed $1.0 billion. of which $377 
million was spent through 2010. Lumtnant has not yet completed all &tailed cost and engineering studies for the additional environmental systems, and the 
cost estimates could change materially as it determines the details of and further evaluates the engineering and construction costs related to these investments. 

Approximately 58% of the fuel used at Luminant's lignite/coal-fueled generation plants in 2010 was supplied from lignite reserves owned in fee or 
leased surface-minable deposits dedicated to the Big Brown, Monticello, Martirt Lake and Oak Grove plants, which were constructed adjacent to the reserves. 
Luminant owns in fee or has under lease an estimated 800 million tons of lignite reserves dedicated to its generation plants, including 246 million tons 
associated with an undivided interest in the lignite mine that provides fuel for the Sandow facility. Luminant also owns in fee or has under lease in excess of 
85 million tons of reserves not currently dedicated to specific generation plants. in 2010. Luminant recovered approximately 27.5 million tons of lignite to 
fuel its generation plants. Luminant utilizes owned and/or leased equipment to remove the overburden and recover the lignite. 

Lurninant's lignite mining operations include extensive reclamation activities that retum the land to productive uses such as wikllife habitats, 
commercial timberland and pasture land. In 2010, Luminant reclaimed 1,729 acres of land. ln addition, Luminant planted 1.2 million trees in 2010, the 
majority of which acre part of the reclamation effort. 

Luminant supplements its lignite fuel at Big Brown. Monticello and Martin Lake with western coal from the Powder River Basin in Wyoming The coal 
is purchased from multiple suppliers under contracts of various lengths and is transported from the Powder River Basin to Luminanfs generation plants by 
railcar. Based on it.s current usage. Luminant believes that it has sufficient lignite reserves for the foreseeable future and has contracted rnore than 95% of its 
westem coal resources and all of the related transportation through 2012. 

Natural Gas-Fueled Generation Operattons — Luminanfs fleet of 26 natural gas-fueled generation units totaling 5,110 MW of capacity includes 2,187 
MW of currently available capacity, 1,268 MW of capacity being operated for unaffiliated third parties and 1,655 MW of capacity currently mothballed 
(idled). The natural gas-fueled units predominantly serve as peaking units that can be ramped up or down to balance electricity supply and demand. 

Wholesale Operations — Luminant's wholesale operations play a pivotal role in our competitive business portfolio by optimally dispatching the 
generation fleet, including the baseload facilities, sourcing all of TXU Energy's electricity requirements and managing commodity price risk associated with 
electricity sales and generation fuel requirements. 

Our electricity price exposure is managed across the complementary Luminant generation and TXU Energy retail businesses on a portfolio basis. Under 
this approach, Luminant's wholesale operations rnanage the risks of imbalances between generation supply and sales load, as well as exposures to natural gas 
price movements and market hcat rate changes (variations in the relationships between natural gas prices and wholesale electricity prices), through wholesale 
market activities that include physical purchases and sales and transacting in financial instruments. 

Ltiminant's wholesale operations provide TXU Energy and other retail and wholesale customers with electricity and related services to meet their 
demands and the operating requirements of ERCOT. In consideration of operational production and customer consumption levels that can be highly variable, 
as well as opportunities for long-term purchases and sales with large wholesale market participants, Luminant buys and sells electricity in short-term 
transactions and executes longer-term forward electricity purchase and sales agreements. Luminant is the largest purchaser of wind-generated electricity in 
Texas and the fifth largest in the US with more than 900 MW of existing wind power under contract 

Fuel price exposure, primarily relating to Powder River Basin coal, natural gus and fuel oil and the transportation of the fuel, is managed primarily 
through short- and long-term contracts for physical delivery of fuel as well as financial contracts. 
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In its hedging activities, Luminant enters into contracts for the physical delivery of electricity and fuel commodities, exchange traded and "over-the-

counter" financial contracts and bilateral contracts with other wholesale electricity market participants, including generators and end-use custorners. A major 
part of these hedging activities is a long-term hedging program, descnbed above under "EFH Corp.'s Strategies", designed to reduce exposure to changes in 

future electricity prices due to changes in the price of natural gas, principally utilizing natural gas-rdated financial instruments. 

The wholesale operations also dispatch Luminant's available generation chpacity. These dispatching activities result in economic backdown of lignite/ 
coal-fueled units and ramping up and down of natural gas-fueled units as market conditions warrant Luminant's dispatching activities arc performed through 
a centrally managed real-time operational staff that synthesizes operational activities across the fleet and interfaces with various wholesale market channels. In 

addition. the wholesale *rations manage the fuel procurement requirements for Luminanfs fossil fuel generation facilities. 

Lurninant's wholesale operations include electricity and natural gas trading and third-party energy management activities. Natural gas transactions 
include direct purchases from natural gas producers, transportation agreements, storage leases and commacial retail sales. Luminant currently manages 
approximately II billion cubic feet of natural gas storage capacity. 

Luminant's wholesale operations manage exposure to wholesale commodity and credit-related risk within established transactional risk management 

policies. limics and controls. These policies. lirnits and controls have been 5tructured so that they are practical in application and consistent with stated 
business objectives. Risk management processes include capturing transactions. performing and validating valuations and reporting exposures on a daily basis 

using risk management information systems designed to support a large transactional portfolio. A risk management forum meets regularly to ensure that 
business practices comply with approved transactional limits, commodities, instruments, exchanges and markets. Transactional risks are monitored to ensure 

limits comply with the established risk policy. Luminant has a disciplinary program to address any violations of the risk rnanagement policies and periodically 
reviews these policies to ensure they are responsive to changing market and business conditions. 

TXU Energy — TXU Energy serves approximately two million residential and commercial retail electricity customers in Texas with approximately 
62% of retail revenues in 2010 from residential customers. Texas is one of the fastest growing states in the nation with a diverse economy and. as a result, has 
attracted a number of competitors into the retail electricity market, consequently. competition is robust. TXU Energy, as an active participant in this 
competitive market, provides retail electric service to all areas of the ERCOT market now open to competition, including the Dallas/Fort Worth, Houston, 
Corpus Christi, and lower Rio Grande Valley areas of Texas. TXU Energy continues to market its services in Texas to add new Customers and to retain its 
existing customers. There are approximately 120 active REPs certified to compete within the State of Texas. Based upon data published by the PUCT, as of 
September 30, 2010, approximately 53°0 of residential customers in competitive areas of ERCOT are served by REPs not affiliated with the pre-competition 
utility. 

TXU Energy's strategy focuses on providing its customers with high quality customer service and creating new products and services to meet customer 
needs; accordingly, a new customer management computer system was implemented in 2009, and other customer care enhancements are bcing implemented 
to finther improve customer satisfaction TXU Energy otTers a wide range of residential products to meet various customer needs. TXU Energy is investing 
S100 million over the five-year period ending 2012, including a cumulative total of S39 million spent as of December 31, 2010, in energy efficiency initiatives 
as part of a program to ofTer customers a broad set of innovative energy products and services. 

A subsidiary of EFH Corp. was recently certified by the Pennsylvania Public Utility Commission to sell retail electricity in Pennsylvania. While we 
have made no commimients to enter markets outside of Texas, we continuously monttór competitive retail markets for potential opportunities 
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Regulation — L.uminant is an exempt wholesale generator under the Energy Policy Act of 2005 and is subject to the jurisdiction of the NRC with 
respect to its nuclear generation plant. NRC regulations govern the granting of licenses for the constniction and operation of nuclear-hieled generation 
facilities and subject such facilities to continuing review and regulation. Luminant also holds a power marketer license from the FERC and, with respect to 
any wholesale power sales outside the ERCOT market. is subject to market behavior and any other competition-related rules and regulations under the Federal 
Power Act that are administered by the FERC. 

Luminant is also subject to the jurisdiction of the PUCT's oversight of the competitive ERCOT wholesale electricity market. PUCT rules establish 
robust oversight. certain limits and a framework for wholesale power pricing and market behavior. Luminant is also subject to the requirements of the ERCOT 
Protocols, including Nodal Pro(ocols and ERCOT reliability standards as adopted and enforced by the TRE and the NERC, inciuding NERC critical 
infrastructure protection (CIP) standards. 

TXU Energy is a licensed REP under the Texas Electric Choice Act and is subject to the jurisdiction of the PUCT with respect to provision of 
electricity service in ERCOT. PUCT rules govem the granting oflicenses for REPs, including oversight but not setting of prices charged. TXI1 Energy is also 
subject to the requirements of the ERCOT Protocols. including Nodal Protocols and ERCOT reliability standards as adopted and enforced by the TRE and the 
NERC, including NERC CIP standards. 

Regulated Delivery Segment 

he Regulated Delivery seament consists of the operation; of Oncor. Oncor is a regulated electricity transmission and distribution company that 
provides the service of delivering electricity safely. reliably and economically to end-use consumers through its distribution systems, as well as providing 
transmission grid connections to merchant generation facilities and interconnections to other transmission grids in Texas. Oncor's service territory comprises 
91 counties and over 400 incorporated municipalities, including Dallas/Fort Worth and surrounding suburbs, as well as Waco, Wichita Falls, Odessa, 
Midland. Tyler and Killeen. Oncoes transmission anti distribution assets are located principally in the north-central, eastern and western parts of Texas. Most 
of Oncoes power lines have been constructed over lands of others pursuant to easements or along public highways, streets and rights-of-way as permitted by 
law. Oncoes transmission and distribution rates are regulated by the PUCT. 

Oncor is not a seller of electricity. nor does it purchase electricity for resale. It provides transmission services to other electricity distribution compaMes, 
cooperatives and municipalities. It provides distribution services to REPs, which sell electricity to retail custerners. Oncor is also subject to the requirements 
of the F.RCOT Protocols, including Nodal Proaacols and ERCOT reliability standards as adopted and enforced by the TRE and the NERC. 

Performance — Oncor achieved market-leading electricity delivery performance in 12 out of 14 key PUCT market metrics in 2010. These metrics 
measure the success of transmission and distribution companies in facilitating customer transactions in the competitive Texas electricity market. 

Investing ln Infrastructure and Technology — In 2010, Oncor invested $1.0 billion in its network (o construct, rebuild and upgrade transmission lines 
and associated facilities, to extend the distribution infrastructure, and to pursuc certain initiatives in infrastructure maintenance and information technology. 
Reflecting its commitment to Mfrastructure. in September 2008, Oncor and several other ERCOT utilities filed with the PUCT a plan to participate in the 
construction ot transmission improvements designed to interconneet existing and future renewable energy facilities to transmit electricity from Competitive 
Renewable Energy Zones (CREZs) identified by the PI1CT In 2009, the PUCT awarded CREZ construction projects to Oncor, and Oncor currently estimates 
the costs of the projects to be approximately SI.75 billion. The projects involve the construction of transmission lines to support the transmission of electricity 
from renewable energy sourt..vs, principally wind generation facilities, in west Texas to population centers in the eastern part of the state. Through 2010, 
Oncor's cutindative CREZ-rdated capital expenditures totaled 5316 million, including $202 million invested in 2010. See Item 7, "Management's Discussion 
and Analysis of Financial Condition and Results of Operations — Regulatory Matters — Oncor Matters with the PUCT." 
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Oncoes technology upgrade initiatives include developinent ofa modernized grid through the replacement of existing meters with ndvanCed digital 
metering equipment and development of advanced digital communication, data management, real-time monitoring and outage detection capabilities, This 
modemized grid is expected to produce electricity service reliability improvements and provide the potential for additional products and services from REPs 
that will enable businesses and consumers to better mtinage their electricity usage and costs. Oncors plans provide for the full deployment of over three 
rnillion advanced meters to all residential and most non-residential retail electricity customers in Oncoes service area. The advanced meters can be read 
remotely. rather than by a meter reader physically visiting Ihe location of each meter. Advanced meters facilitate automated demand side management, which 
allows consumers to monitor the amount of electricity they are consuming and adjust their electricity consumption habits. As of December 31, 2010, Oneor 
has installed approximately 1.514.000 advanced digital meters. including 854,000 during the year ended December 31, 2010. As the new meters are 
integrated. Oncor reports 15-minute interval, billing-quality electricity consumption data to ERCOT for market settlement purposes. The data makes it 
possible for REPs to support new programs and pricing options. Cumulative capital expenditures for the deployment of the advanced meter system totaled 
5360 million as of December 31, 2010. including $164 million invested in 2010. Oncor expects to complete installations of the advanced meters by the end of 
2012. 

In addition to the potential encrgy efficiencies from advanced metering, Oncor expects to invest over $300 million ($100 million in excess of regulatory 
requirements) over the five-year period ending 2012 in programs designed to improve customer electricity demand efficiencies. As of December 31. 2010, , 
Oncor has invested $190 million in these programs, including $65 million in 2010, and 47% of the amount in excess of regulatory requirements has been 
spent 

In a stipulation with several parties that wa.s approved by the PUCT in 2007 (as discussed in Note 6 to Financial Statements), Oncor has committed to a 
variety of actions, including minimum capital spending of $3.6 billion over the five-year period ending December 31, 2012, subject to certain defined 
condttions. Approximately 72% of this total was spent as of December 31, 2010. This spending does not include the CREZ facilities. 

Electricity Transmission — Oncoes electricity transmission business is responsible for the safe and reliable operations nf its transmission network and 
substations. These responsibilities consist of the construction and matntenance of transmission faciluties and substations and the monitoring, controlling and 
dispatching of high-voltage electricity over Oncoes transmission facilities in coordination with ERCOT. 

Oncor is a member of ERCOT, and its transmission business actively assists the operations of ERCOT and market participants. Through its 
transmission business. Oncor participates with ERCOT and other member utilities to plan, design, construct and operate new transmission lines, with 
regulatory approval, necessary to maintain reliability, interconnect to merchant generation facilities, increase bulk power transfer capability and minimize 
limitations and constraints on the ERCOT transmission grid. 

Transmission revenues are provided under tariffs approved by either the PUCT or, to a small degree related to an interconnection to other markets, the 
FERC. Network transmission revenues compensate Oncor for delivery of electricity over transmission facilities operating at 60 kV and above. Other services 
offered by Oncor through its transmission business include, but are not limited to: system impact studies, facilities studies, transformation service and 
maintenance of transformer equipment. substations and transmission lines owned by other parties. 

PURA allows Oncor to update its transmission rates periodically to reflect changes in invested capital. This "capital tracker" provision encourages 
investment in the transmission system to help ensure reliability and efficiency by allowing for timely recovery of and return on nnw transmission investments. 

As of December 31, 2010, Oncor's transmission facilities included approximately 5,325 circuit miles of 345-kV transmission lines and approximately 
9.979 circuit miles of 138-and 69-kV transmission lines. Sixty generation facilities totaling 34,357 MW are directly connected to Oncoes transmission system, 
and 278 transmission stations and 705 distribution substations arc served from Oncor's transmission system. 
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As of December 31, 2010. Oncor's transmission facilities have the following connections to other transtnisston grids in Texas: 

Number of Intercomsected Lines 

Grid Connections 

 

3451tV 

 

1.18kV 	 691iV 

       

Centerpoint Energy Inc. 	 8 	 — 
American Electric Power Company, Inc (a) 	 4 	 7 	 I I 
Lower Colorado River Authority 	 6 	 21 	 3 
Texas Municipal Power Agency 	 8 	 6 
Texas New Mexico Power 	 2 	 9 	 11 
Brazos Electric Power Cooperative. Inc. 	 6 	 109 	 20 
Rayburn Country Electric Cooperative, Inc. 	 __ 	 35 	 7 
City of Georgetown 	 — 	 2 	 - 
Tex-La Electric Cooperative of Texas, Inc. 	 — 	 12 	 I 
Other small systems operating wholly within Texas 	 _ 	 3 	 3 

(a) 	One of the 345-kV lines is an asynchronous MA-voltage direct current connection with the Southwest Power Pool. 

Electricity Distribution— Oncor's electricity distribution business is responsible for the overall safe and efficient operation of distribution facilities, 
including electricity delivery, power quality and system reliability. These responsibilities consist of the ownership, management. construction. maintenance 
and operation of the distribution system within Oncor's certificated service area. Oncor's distribution system receives electricity from the transmission system 
through substations and distnbutes electricity to end-users and wholesale customers thmugh approximately 3,118 distribution feeders. 

The Oncor distribution system includes over 3. I million points of delivery. Over the past five years, the number or distribution system points of 
delivery served by Oncor. excluding lighting sites, grew an average of approximately 1.23% per year, adding approximately 29,378 points of delivery in 
2010. 

The Oncor 4istribution system consists of approximately 56,374 miles of overhead primary conductors, approximately 21,559 miles of overhead 
secondary and street light conductors, approximately 15,490 miles of underground primary conductors and approximately 9,640 rniles of underground 
secondary and street light conductors. The majority of the distribution system operates at 25-kV and I 2.5-kV 

Oncor's distribution rates for residential and small commercial users are based on actual monthly consumption (kWh), and rates for large commercial 
and industrial users are based on the greater of actual monthly demand (kilowatt) or 80% of peak monthly demand du(ing the prior eleven months. 

Customers — Oncor's transmission customers consist of municipalities, electric cooperatives and other distribution companies. Oncor's distribution 
customers consist of more titan 75 REPs in Oncor's certificated service area. including TCEH. Distribution revenues from TCEH represented 36% of Oncor's 
total revenues for 2010. Revenues from subsidiaries of Reliant Energy, Inc.. each of which is a non-affiliated REP, represented 12% of Oncor's total revenues 
for 2010. No other customer represented more than 10% of Oncor's total operating revenues. The consumers of the electricity cklivered by Oncor are fret to 
choose their electricity supplier from REPs who compete for their husiness. 

Regulation and Rotes — As its operations are wholly within Texas. Oncor is not a public utility as defined in the Federal Power Act and, as a result, it 
is not subject to general regulation under this Act. However, Oncor is subject to reliability standards adopted and enforced by the TRE and the NERC, 
including NERC OP standards, under the Federal Power Act. 

The PUCT has original jurisdiction over transmission and distribution rates and services in unincorporated arcas and in those municipalities that have 
ceded ortinal jurisdiction to the PUCT and has exclusive appellate jurisdiction to review the rate and service orders and ordinances of municipalities. 
Generally, PURA prohibits the collection of any rates or charges by a public utility (as defined by PURA) that does not have the prior approval of the 
appropriate regulatory authority (PUCT or municipality with original jurisdiction). In accordance with a stipulation approved by the PUCT. Oncor filed a rnte 
review with the PUCT in June 2008, based on a test year ended December 31. 2007. In August 2009, the PUCT issued a final order with respect to the rate 
review as discussed in Item 7, "Management's Discusston and Analysis of Financial Condition and Results of Operations — Regulatory Matters." 
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In January 2011. Oncor filed for a rate revieW with the PUCT and 203 cities (PUCT Docket No. 38929) based on a test year ended June 30. 2010. If 
approved as requested, this review would result in an aggregate annual rate increase of approximately 1353 million over the test year period adjusted for the 
impact of weather Oncor also requested a revised regulatory capital structure of 55% debt to 45% equity. The debt-to-equity ratio established by the PUCT is 
currently set at 60% debt to 40% equity. The PUCT, cities and other participating parties. with input from Oncor. established a procedural schedule for the 
review in January 2011. A hearing on the merits of Oncor's request is scheduled to commence in May 2011, and resolution of the proposed increase is 
expected to occur during the second half of 2011. 

At the state level, PURA requires owners or operators of transmission facilities to provide open-access wholesale transmission services to third parties 
at rates and terms that are nondiscriminatory and comparable to the rates and terms of the utility's own use of its system. The PUCT has adopted rules 
implementing the state open-access requirements for utilities. including Oncor, that are subject to the PUCT's jurisdiction over transmission services. 

Socurinzation Bonds — The Regulated Delivery segment includes Oncor's wholly-owned. hankruptcy-remote financing subsidiary, Oncor Electric 
Delivery Transition Bond Company LLC. This financing subsidiary was organized for the limited purpose of issuing certain securitization (transition) bonds 
in 2003 and 2004. Oncor Electric Dehvery Transition Bond Company LLC issued $1.3 billion principal amount of transition bonds to recover generation-
related regulatory asset stranded costs and other qualified costs under an order isiued by the PUCT in 2002. At December 31, 2010, S663 million principal 
amount of transition bonds were outstanding, which mature in the period from 2011 to 2016. 
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Environmental Refutations and Related Consideration 

Global Climate Change 

Background — A growing concern has emerged nationally and internationally about global climate change and how greenhouse gas (GHG) emissions, 
such as CO2, might contribute to global climate change. We produce GHG emissions from the direct combustion of fossil fuels at our generation plants, 
primarily our lignite/coal-fueled generation units. CO2, methane and nitrous oxide are emitted in this combustion process, with CO2  representing the largest 
portion of these GHG emissions. GHG emissions (primarily CO2) from our combustion of fossil fuels represent the substantial majority of our total GHG 
emissions. For 2010, we estimate that our generation facilities produced 64 million short tons of CO1  based on continuously monitored data reported to and 
subject to approval by the EPA Other aspects of our operations result in emissions of GHGs including, among other things, coal piles at our generation plants, 
sulfur hexafluoride in our electric operations. refrigerant from our chilling and cooling equipment, fossil fuel combustion in our motor vehicles and electricity 
usage at our facilities and headquarters. Because a substantial portion of our generation portfolio consists of lignite/coal-fueled generation facilities, our 
financial condition and/or results of operations could be niaterially adversely affected by the enactment of statutes or regulations that mandate a reduction in 
GHG emissions or that impose financial penalties. costs or taxes on those that produce GI1G emissions. See Item IA, "Risk Factors" for additional discussion 
of risks posed to us regarding global climate change regulation. 

Global Climate Change Legislation — Several bills have been introduced in the US Congress or advocated by the Mama Administration that are 
intended to address climate change using different approaches, including must prominently a cap on carbon emissions with emitters allowed to trade unused 
emission allowances (cap-and-trade). In addition to potential federal legislation to regulate GHG emissions, the US Congress might also consider other 
legislation that could result in the reduction of GHG emissions, such as the establishment of renewable or clean energy portfolio standards. 

Through our own evaluation and working in tandem with other companies and industry trade associations. we have supported the development of an 
integrated package of recommendations for the federal govemment to address the global climate change issue through federal legislation. including GHG 
emissions reduction targets for total US GHG emissions and rigorous cost containment measures to ensure that progiam costs are not prohibitive. In die event 
GHG legislation involving a cap-and-trade program is enacted, we believe that such a program should he mandatory, economy-wide, consistent with expected 
technology development timelines and designed in a way to limit potential harm to the economy and protect consumers. We believe that any mechanism for 
allosation of GlIG emission allowances ihould include substantial allocation of allowances to offset the cost of GHG regulation, including the cost to 
electricity consumers. In addition, we participate in a voluntary electnc utility industry sector climate change initiative in partnership with the DOE. Our 
strategies are generally consistent with the "EEI Global Climate Change Points of Agreement.' published by the Edison Electric Institute in January 2009 and 
"The Carbon Principles" announced in February 2008 by three major financial institutions. Finally, we have created a Sustainable Energy Advisory Board that 
advises us on technology development opportunities that reduce the effects of our operations on the environment while balancing the need to address the 
energy requirements of Texas. Our Sustainable Energy Advisory Board is comprised of individuals who represent the following interests, among others: the 
environment, customers. economic development in Texas and technology/reliability standards. lf, despite these efforts, a substantial number of our customers 
or others refuse to do business with us because of our GHG emissions, it could have a material adverse effect on our results of operations, financial position 
and liquidity. 

Federal Lewl Recent developments in the US Congress indicate that the prospects for passage of any cap-and-trade legislation in the near-term ale 
not likely. However, if such legislation were to be adopted, our costs of compliance could be material. 
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In December 2009. the EPA issued a finding that GHG emissions endanger human health and the environment and that emissions from motor vehicles 
contribute tu that endangerment. The EPA's finding required it to begin regulating GHG emissions from motor vehicles and ultimately stationary sources 
under existing provisions of the federal Clean Air Act. Following its endangerment finding, the EPA took three regulatory actions with respect to the control 
of GHG emissions. First. in March 2010, the EPA completed a reconsideration nf a memorandum issued in December 2008 by ihen EPA Administrator 
Stephen Johnson on the issue of when the Clean Air Aces Prevention of Significant Deterioration (PSD) program would apply to newly identified pollutants 
such as GHG's. Thc EPA determined that the Clean Air Aces PSD permit requirements would apply when a nation-wide rule requiring the control of a - 
pollutant takes effect. Under this determination, PSD permitting requirements became applicable to GHG emissions from planned stationary sources or 
planned modifications to stationary sources that had not been issued a PSD permit by January 2,2011 — the first date that new rnntor vehicles must meet the , 
new GHG standards. Second, in April 2010. the EPA adopted GHG emission standards for certain new motor vehicles. Third, in June 2010, the EPA finalized 
its so-called "tailoring rule that established new thresholds of GHG emissions for the applicability of permits under the Clean Air Act for stationary sources, 
including our power generation facilities. The EPA's taikiring rule defines the threshold of GHG emissions for determining applicability of the Clean Air Aces 
PSD and Title V permitting programs at levels greater than the emiision threshOlds contained in the Clean Air Act In December 2010, the EPA announced 
agreements with state and environmental groups to propose New Source Performance Standards for electric power plants by July 2011 and to finalize those 
standards by tvlay 2012. In addition, in September 2009, the EPA issued a final rule requiring the reporting, by March 2011, of calendar year 2010 GHG 
emissions firom specified large GHG emissions sources in the US (such reporting rule would apply to our lignite/coal-fueled generanon facilities). If 
limitations on emissions of GHGs from existing sources are enacted, our costs of compliance could be material. 

In December 2010, in response to the State of Texas's indication that it would not take regulatory action to implement the EPA's tailoring rule, the EPA 
adopted a rule to take over the issuance of permits for GHG emissions frorn the Texas Commission on Environmental Quality (TCEQ). The State of Texas is 
challenging that rule and the GHG permitting rules through litigation and has refused to implement the GHG permitting rules iisued by the EPA. A number of 
members of the US Congress from both parties have introduced legislation to either block or delay EPA regulation of GHGs under the Clean Air Act. and 
legislative activity in this arca over the next ycar is possible. 

In September 2009, the US Court of Appeals for the Second Circuit issued a decision in the case of State of Connecticut v. Amertcon Electric Power 
Company Inc. holding that various states, a municipality and certain private trusts have standing to sue and have sufficiently alleged a cause of action under 
the federal common law of nuisance for injuries allegedly caused by the defendant power generation companies emissions of GHCis. The decision does not 
address the merits of the nuisance claim. The US Supreme Court has agreed to review the Second Circuit's decision. 

•• 

In October 2009, thc US Court of Appeals for the Fifth Circuit issued a decision in the case of Corner v. Alurphy Oil USA reversing the district coures 
dismissal of the case and holding that certain Mississippi residents did have standing to pursue state law nuisance, negligence and trespass claims for injuries 
purportedly suffered because the defendants' emissions of GHGs allegedly increased the destructive force of Hurricane Katrina. The Fifth Circuit 
subsequently agreed to rehear the ease, but then dismissed the appeal in its entirety when several judges recused themselves in the case. The Fifth Circuit's 
order dismissing the appeal and vacating the earlier panel's decision had the effect of reinstating the district coures original dismissal of the case. In January 
2011, the US Supreme Court rejected the plaintiffs' requeSt that their appeal be reinstated in the Fifth Circuit. 

In September 2009. the US District Court for the Northern District of California issued a decision in the case of Native Village of Kivalina v. 
Exconlilobtl Corporation dismissing claims asserted by an Eskimo village that emissions of GHGs from approximately 24 oil and energy companies are 
causing global warming, which has damaged thd arctic sea ice that protects the village from winter storms and erosion. The court dismissed the claims 
because they raised political (not judicial) questions and because plaintiffs lacked standing to sue. An appeal of the district court's decision is currently 
pending in the US Court of Appeals for the Ninth Circuit. 

While we are not a party to these suits, they could encourage or form the basis for a lawsuit asserting similar nuisance claims regarding emissions of 
GHGs. If any similar suit is successfully asserted against us in the future, it could have a material adverse effect on our business. results of operations and 
financial condition. 
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State and Regional Level There are currently no Texas state regulations in effect concerning GHOs, and there are no regional mitiatives concerning 
GlIGs in which the State of Texas is a participant. We oppose state-by-state regulation of GHGs. In October 2009. Public Citizen Inc. filed a lawsuit against 
the TCEQ and its commissioners seeking to compel the TCEQ to regulate GHG emissions under the Texas Clean Air Act. The Attorney General of Texas has 
filed special exceptions to the Public Citizen pleading. We are not a party to this litigation. 

International Level The US currently is not a party to the Kyoto Protocol, which is a protocol to the United Nations Framework Convention on 
Climate Change (UNFCCC) The United Nations Kyoto Protocol process generally requires developed countries to cap GHG emissions at certain levels 
during the 2008 to 2012 time period. At the conclusion of the December 2007 United Nations Climate Change Conference, the Bali Action Plan was adopted, 
which identifies a work group, process and timeline for the consideration of possible post-2012 international actions to further address climate change. In 
December 2009, leaders of developed and developing countries met in Copenhagen under the UNFCCC and issued the Copenhagen Accord. The Copenhagen 
Accord provides a mechanism for countries to make economy-wide GHG emission mitigation commitments for reducing emissions of GM-is by 2020 and 
provides for developed countries to fund GIIG emission mitigation projects in developing countries. President Obama participated in the development of, and 
endorsed, the Copenhagen Accord. In January 2010. the US informed the United Nations that it would reduce GHG einissions by 17% from 2005 levels by 
2020, contingent on Congress passing climate change legislation. 

We continue to assess the risks posed by possible future legislative or regulatory changes pertaining to GHG emissions. Because some of the proposals 
described above are in their formative stages, we are unable to predict the potential effects on our business, financial condition and/or results of operations; 
however, any such effects could be material. The effect will depend, in large part. on the specific requirements of the legislation or regulation and how much. 
if any, of the costs are included in wholesale electricity prices. 

EFfl Corp.'s Voluntary Energy Efficiency, Renewable Energy, and Global Climate Change Efforts — We arc considering, or expect to be actively 
engaged in, business activities that could result in reduced GHG emissions including. 

• Investmg in gnergy Efficiency or Related Initiatives by Our Competitive Businesses — Our competitive businesses expect to invest $100 million 
in Brightens"' energy saving solutions (energy efficiency) or related initiatives over a five-year period that began in 2008, including software- and 
hardware-hased services deployed behind the meter. These programs leverage advanced meter interval data and in-home devices to provide usage 
and other information and insights to customers, as well as to control energy-consuming equipment. Examples ochlese initiatives include; the 
TXU Energy Electricity Usage Report, an electronic report which shows residential usage by vAck; the Brighten Personal Energy Advisor, an 
online energy audit tool with personalized tips and projects for saving electricity; the Brighten" Online Energy Store that provides customers the 
opportunity to purchase hard-to-find, cost-effective energy-saving products: the Brighten"' Power Monitor. an  in-home display device that 
enables residential customers to monitor whole-house energy usage and cost in real-time and projects month-end bill amounts; the Brighten' 
iThermostat. a web-enabled programmable thermostat with a load control feature for cycling air conditioners during times of peak energy 
demand: time-based electricity rates, that work in conjunction with advanced metering infrastructure; rate plans that include electricity from 
renewable resources; the Brighten"' Energy Efficiency Assistance Program that delivers products and services, as well as grants through social 
service agencies. to save energy at participating low income customer homes and apartment complexes; a program to refer customers to energy 
efficiency contractors, and the provision of rebates to business customers for purchasing new energy efficient equipment for their facilities 
through the Energy Efficiency Rebate Program; 

• Investing in Energy Efficiency Initiatives by Oncor — In addition to the potential energy efficiencies from advanced metering, Oncor expects to 
invest over 5.300 million in energy efficiency initiatives over a five-year period that began in 2008 through such efforts as traveling across the 
State of Texas educating consumers about electricity, including the benefits of energy efficiency, advanced nieters and renewable energy, and 
investment of over $18 million in the installation of solar photovoltaic systcms in customer homes and facilities that is expected to result in 
savings of up to 12.7 million kWh of electricity: 

• Participating in the CREZ Program — Oncor has been selected by the PUCT to construct CREZ transmission facilities (currently estimated by 
Oncor to cost $1.75 billion) that are designed to connect existing and future renewable energy facilities to the electricity transmission system in 
ERCOT; 
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• Purchasing Electricityfrom Renewable Sources — We expect to remain a leader in the ERCOT market in providing electricity from renewable 
sources by purchasing up to 1,500 MW of wind power. Our total wind power portfolio is currently more than 900 MW; 

Promming the Use of Solar Poiver — TXU Energy provides qualified customers, through its SolarLease prograrn, the ability to finance the 
addition of solar panels to their homes. TXU Energy also purchases surplus renewable distrihuted generation from qualified customers. in 
addition, TXU Energy's Solar Academy works with Texas school districts to teach and demonstrate the benefits of solar power; 

• Investing in Technology —We continue to evaluate the development and commercialization of cleaner power facility technologia; technologies 
that support sequestration and/or reduction of CO2; incremental renewable sources of electricity, including wind and solar power; energy storage, 
including advanced battery and compressed air storage, as well as related technologies that seek to lower emissions intensity. Additionally, we 
continue to explore and participate in opportunities to accelerate the adoption of electric cars and plug-in hybrid electric vehicles that have the 
potential to reduce overall GHG emissions and are furthering the advance of such vehicles by supporting, and helping develop infrastructure tor, 
networks of charging stations for electric vehicles, 

• Evaluating the Developinent of a New Nuclear Generation Facility — We have filed an application with the NRC for combined construction and 
operating licenses for up to 3,400 MW of new nuclear generation capacity (the lowest GHG emission source of baseload generation currently 
available) at our Comanche Peak nuclear generation facility. In addition, we have (ï) filed a loan guarantee application with the DOE for 
financing of the proposed units and (ii) formed a joint venture with Mitsubishi Heavy Industries Ltd. (MHO to further develop the units using 
MHI's US-Advanced Pressurized Water Reactor technology, and 

• Opening GI-IG Emissions by Planting Trees — We are engaged in a number of tree planting programs that offset GFIG emissions, resulting in 
the planting of over 1.3 million trees in 2010. The majority of these trees were planted as part of our mining reclamation efforts but alSO include 
TXU.Energy's Urban Tree Farm program. which has planted more than 165,000 trees since its inception in 2002. 

Other Recent EP.4 Actions — l'he EPA has recently completed several regulatory actions establishing new requirements for control of certain 
emissions from sources that include lignite/coal-fueled generation facilities. lt is also currently considering several other regulatory actions, as well as 
contemplating future additional regulatory actions, (the more material of which are discussed further below) in each case that may affect our lignite/coal-
fueled generation facilities. 

Each of our lignite/coal-fueled generation facilities is currently equipped with substantial emissions control equipment, including equipment installed as 
part of our commitment (in connection with the construction of the three recently completed lignite-fueled generation units) to reduce emissions of NO„. SO2  
and mercury through the installation of emissions control equipment at both new and existing units and fuel blending at some existing units. All orour lignite! 
coal-fueled generation facilities are equipried with activated carbon injection systems to reduce mercury emissions. Flue gas desulfurization systems designed 
primarily.to reduce SO, emissions are installed at Oak Grove Units I and 2, Sandow Units 4 and 5, Martin I.ake Units I; 2, and 3, and Monticello Unit 3. 
Selective catalytic reduction systems designed to reduce NO„ emissions are installed at Oak Grove Units l and 2 and Sandow Unit 4. Selective non-catalytic 
reduction systems designed to reduce NO, emissidns are installed at Sandow Unit 5, Monticello Units 1, 2. and 3, and Big BroVin Units I and 2. Fabric filter ' 
systems designed primarily to reduce particulate matter emissions are installed at Oak Grove Units 1 and 2. Sandow Unit 5, Monticello Units 1 and 2, and Big 
Brown Units 1 and 2. Electrostatic precipitator systems designed primarily to reduce particulate matter emissions are installed at Sandow Unit 4, Martin Lake 
Units I., 2, and 3, Monticello Units 1, 2, and 3, and Big Brown Units 1 and 2. Sandow Unit 5 uses a fluidized bed combustion process that facilitates control of 
NO„ and S02. Flue gas desulfurization systems, fabric filter systems, and electrostatic precipitator systems alsciassist in reducing mercury and other 
emissions. 

There is no assurance that the currently-installed emissions control equipment at our lignitelcoal-tiieled generation facilities will satisfy the 
requirements under any future EPA or TCEQ regulations. Some of the potential EPA or TCEQ regulatory actions could require us to install significant 
additional control equipment, resulting in material costs of compliance for our generation units, including capital expenditures and higher operating costs. 
These costs could result in material adverse effects on our financial condition liquidity and results of operations. 
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Sulfur Dioxide, Nitrogen Oxide and Mercury Air Emissions 

The EPA has promulgated Acid Rain Prograrn rules that require fossil-fueled plants to have sufficient SO, eniission allowances and meet certain NO, 
emission standards. Our generation plants meet these SO, allowance requirements and NO. emission rates. 

In 2005, the EPA issued a final rule to further reduce SO, and NO. emissions from power plants. The SO, and NO, reductions required under the Clean 
Air Interstate Rule (CAIR), which were required to be phased in between 2009 and 2015, were based on a cap and trade approach (market-based) in which a 
cap was put on the total quantity of emissions allowed in 28 eastern states (including Texas). Emitters were required to have allowances for each ton emitted, 
and emitters were allowed to trade emissions under the cap. In July 2008, the US Court of Appeals for the D.C. Circuit (D.C. Circuit Court) vacated CAIR. In 
December 2008, in response to an EPA pctition, the D.C. Circuit Court reversed, in past, its previous ruling. Such reversal confirmed CAIR is not valid, hut 
allowed it to remain in place while the EPA revises CAIR to correct the previously identified shortcomings. In July 2010, the EPA released a proposed rule 
called the Clean Air fransport Rule (CATR). The CATR, as proposed, would replace CA1R in 2012 and would require no additional emission reductions for 
Luminant. However, we cannot predict the impact of a final rule on our business, results of operations and financial condition. See Note 4 to Financial 
Statements for discussion of the impairment of emission allowances intangible assets in 2008. 

SO, reductions required under the proposed regional haze/visibility rule (or so-called BART rule) only apply to units built between 1962 and 1977. The 
reductions are required on a unit-by-unit basis. In February 2009, the TCEQ submitted a State Implementation Plan (SIP) concerning regional haze to the 
EPA. which we believe will not have a material impact on our generation facilities. The EPA has not made a decision on this SIP submittal 

The Clean Air Act requires each state to monitor air quality for compliance with federal health standards. The EPA is required to periodically review, 
and if appropriate, revise all national ambient quality standards. The standards for ozone are not being achieved in several areas of Texas. The TCEQ adopted 
SIP rules in May 2007 to deal with eight-hour ozone standards, which required NO. emission reductions from certain of our peaking natural gas-fueled units 
in the Dallas-Fort Worth area. In March 2008, the EPA made the eight-hour ozone standards more stringent. In January 2010, the EPA proposed to further 
reduce the eight-hour ozone standard and to adopt a secondary standard for the protection of sensitive vegetation from ozone-related damage. Since the EPA 
projects that SIP rules to address attainment nf these new more stringent stahdards will not be required until December 2013, we cannot yet predict the impact 
of this action on our generation facilities. In January 2010, the EPA added a new one-hour NO. National Ambient Air Quality standard that may require 
actions within Texas to reduce emissions. The TCEQ will be required to revise its monitoring network and submit an implementation plan with compliance 
required no earlier than January 2021. In June 2010, the EPA adopted a new one-hour SO, national ambient air quality standard that may require action within 
Texas to reduce SO, emissions. The TCEQ will be required to conduct modeling and develop an implementation plan by 2014, pursuant to which compliance 
will be required by 2017, according to the EPNs implementation timeline. We cannot predict the impact of the new standards on our business, results of 
operations or financial condition until the TCEQ adopts (if required) an implementation plan with respect to the standards. 

In 2005, the EPA also published a final rule requiring reductions of mercury emissions from lignite/coal-fueled generation plants. The Clean Air 
Mercury Rule (CAMR) was based on a nationwide cap and trade approach. The mercury reductions Vane required to be phased in between 2010 and 2018. In 
March 2008, the D.C. Circuit Court vacated CAMR. In February 2009, the US Supreme Court refused to hear the appeal of the D.C. Circuit Court's ruling. 
The EPA agreed in a consent decree submitted for court approval to propose Maximum Achievable Control Technology rules by March 2011 and finalize 
those rules by November 2011. We cannot predict the substance of any final EPA regulations on such hazardous air pollutants. However, the EPA has 
informally indicated that recently proposed regulations regarding hazardous air pollutants from industrial boilers may serve as a template for the forthcoming 
electricity generation unit regulations The industrial boiler regulations, if applied to electricity generation units, would likely require material capital 
expenditures for additions uf control equipment at our lignite/coal-fueled generation facilities. 
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ln September 2010, the EPA disapproved a portion of the SIP pursuant to which the TCEQ implements its program to achieve the EPA's National 
Ambient Air Quality Standards (NAAQS) under the Clean Air Act. The EPA disapproved the Texas standard permit for pollution control projects. We hold 
several permits issued pursuant to thc TCEQ standard permit conditions for pollution control projects. We have challenged the EPA's disapproval by filing a 
lawsuit in the US Court of Appeals for the Fifth Circuit arguing that the TCEQ's adoption of the standard permit conditions for pollution control projects was 
consistent with the Clean Air Act. We have also formally asked the EPA to stay, reconsider or claritY its disapproval. If the EPA declines to stay or reconsider 
its disapproval, we asked the EPA to clarify whether it intends that entities. including us, who obtained such permits for pollution control projects should stop 
operating the pollution control equipment permitted under the standard permit conditions. We cannot predict the outcome of the litigation or the EPA's 
response to our request. 

In November 2010, the F.PA disapproved a different portion of the SIP under which the TCEQ had been phasing out a long-standing exemption for 
certain emissions that unavoidably occur during startup, shutdown and maintenance activities and replacing that exemption with a more limited affirmative 
defense that will itself be phased out and replaced by TCEQ-issued generation facility-specific permit conditions. We, like many other electricity generation 
facility operators in Texas, have asserted applicability of the exemption or affirmative defense, and the TCEQ has not objected to that assertion. We have also 
applied for the generation facility-specific permit conditions. The TCEQ is currently reviewing these applications. We have challenged the EPA's disapproval 
by filing a lawsuit in the US Court of Appeals for the Fifth Circuit arguing that the TCEQ's adoption of the affirmative defense and phase-out of that 
affirmative defense as permits are issued is consistent with the Clean Air Act. We cannot predict the outcome of this litigation. 

In January 2011, the EPA retroactively disapproved a portion of the SIP pursuant to which the TCEQ issued permits for certain formerly non-permitted 
"grandfathered" facilities approximately 10 years ago. We hold such permits. The EPA took this action despite acknowledging that emissions covered by 
these standard permits do noethreaten anainrnent or maintenance of the NAAQS under the Clean Air Act. We intend to challenge the EPA's disapproval by 
filing a lawsuit in the US Court of Appeals for the Fifth Circuit arguing that the TCEQs adoption of the standard permit was consistent with the Clean Air 
Act. If the EPNs action stands, tuid if it causes us to undertake additiónal permitting activity and install additional emissions control equipment at our affected 
generation facilities, we could incur material capital expenditures. 

We believe that we hold all required emissions permits for facilities in operation. If the TCEQ adopts implementation plans diat require us to install 
additional emissions controls, or if the EPA adopts more stringent requirements through any of the number of potential rulemaking activities in which it is or 
may be engaged, we could incur material capital expenditures, higher operating costs and potential production curtailments, resulting in material adverse 
effects on our financial condition, liquidity and results of operations. 

Wafer 

The TCEQ and the EPA have jurisdictidn over water discharges (including storm water) from facilities in Texas. We believe our facilities are presently 
in material compliance with applicable state and federal requirements relating to discharge of pollutants into water. We believe we hold all required waste 
water discharge permits from the TCEQ for facilities in operation and have applied for or obtained necessary permits for facilities under construction. We also 
believe we can satisfy the requirements necessary to obtain any required permits or renewals. 

We recently obtained a renewed and amended permit for discharge of waste water from our Oak Grove generation facility. Opponents to'that permit 
renewal have initiated a challenge in Travis County, Texas District Court. We and the State of Texas are defending the issuance of the permit. We cannot 
predict the outcome of the litigation. If the pennit is ultimately rejected by the courts, and we are required to undertake additional permitting activity and 
install additional temperature-control equipment, we could incur material capital expenditures, which cOuld result in material adverse effects on our results of 
operations. liquidity and financial condition (See Note 12 to Financial Statements.) 

Reccnt changes to federal rules pertaining to the Spill Prevention, Control and Countermeasure (SPCC) plans for oil-filled electrical equipment and 
bulk storage facilities for oil will require updating of certain of our facilities. We have developed and implemented SPCC plans as required for those 
substations. work centers and distribution systems, and we believe we are currently in compliance with the new rules that become effective in November 
2011. 
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Diversion, impoundment and withdrawal of water for cooling and other purposes are subject to the jurisdiction of thc TCEQ and the CPA We believe 
we possess all necessary permits for these activities from the TCEQ for our preseM operations. Clean Water Act Section 316(b) regulations pertaining to 
existing water intake structures at large generation facilities werc published hy the EPA in 2004. As prescribed in the regulations, we began implementing a 
rnonitoring program to determine the future actions that might need to be taken to comply with these regulations. In January 2007, a federal court ruled 
against the EPA in a lawsuit brought by environmental groups challenging aspects of these regulations, rind in July 2007. the EPA announced that it was 
suspending the regulations pending further rulemaking. The US Supreme Court issued a decision in April 2009 reversing the federal courts decision, in part, 
and finding that the EPA permissibly used cost-benefit analysis in the Section 316(b) regulations. In the absence of regulations, the EPA has instructed the 
states implementing the Section 316(b) program to use best professional judgment in reviewing applications and issuing permits under Section 316(b). The 
EPA has entered into a settlement agreement that requires it to propose new rules by March 2011 and to finalize those rules by July 2012. We cannot predict 
the impact on our operations of the suspended regulations or of new regulations that replace them. 

Radioactive Waite 

We currently ship low-level waste material to a disposal facility outside of Texas. Under the federal Low-Level Radioactive Waste Policy Act of 1980, 
as amended, the State of Texas is required to provide, either on its own or jointly with other states in a compact, for the disposal of all low-level radioactive 
waste generated within the state. The State of Texas has agreed to a compact for a disposal facility that would be located in Texas. That compact was ratified 
by Congress and signed by the President in 1998. In 2003, the State of Texas enacted legislation allowing a private entity to be licensed to accept low-level 
radioactive waste for disposal, and in 2004 the State received a license application from such an entity for review. In January 2009, the TCEQ approved this 
permit. We expect to continue to ship low-level waste material off-site for as long as art alternative disposal site is available. Should existing off-site disposal 
become unavailable, the low-level waste material will he stored on-site. (See discussion under "Luminant — Nuclear (.eneration Operations" above.) A rate 
case is currently before the TCEQ to deterrnine the rates to be charged by the owner of waste disposal facilities to customers (potentially including TCEll) for 
disposal of low-level radioactive waste in Texas. 

We believe our on-site used nuclear fuel storage capability is sufficient for a minimum of three years. The nuclear industry is continuing to review ways 
to enhance security of used,Nel storage with the NRC to fully utilize physical storage capacity. Future on-site used nuclear fuel storage capability will require 
the use of the industry technique of dry cask storage. 

Solid Warte, Including Fly Arh Associated with Lignite/Coal-Fuded Generation 

Treatment, storage and disposal of solid waste and hazardous waste are regulated at the state level under the Texas Solid Waste Disposal Act and at the 
federal level under the Resource Conservation and Recovery Act of 1976, as amended, and the Toxic Substances Control Act. The EPA has issued regulations 
under the Resource Conservation and Recovery Act of 1976 and the Toxic Substances Control Act, and the TCEQ has issucd regulations under the Texas 
Solid Waste Disposal Act applicable to our facilities. We believe we are in material compliance with all applicable solid waste rules and regulations. In 
addition, we have registered solid waste disposal sites and have obtained or applied for permits required by such regulations. 

In December 2008, an ash impoundment facility at a Tennessee Valley Authority (TVA) site ruptured releasing a significant quantity of coal ash slurry. 
No impoundment failures of this magnitude have ever occurred at any of our impoundments, which are significantly smaller than the TVA's and are inspected 
on a regular basis. We routinely sample groundwater monitoring wells to ensure compliance with all applicable regulations. As a result of the TVA ash 
impoundntent failure, in May 2010, the EPA released a proposed rule that considers regulating coal combustion residuals as either a hazardous waste or a 
non-hazardous waste. We are unable to predict the requirernents of a final rule; however, the potential cost of compliance could be material. 
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The EPA issued a notice in December 2009 that it had identified several industries, including the electric power industry, which should be subject to 
financial responsibility requirements under the Comprehensive Environmental Response, Compensation and Liability Act consistent with the risk associated 
with their production, transportation, treatment, storage or disposal of hazardous substances. The EPA indicated in its notice that it would develop regulations 
that define the scope of those financial responsibility requirements. We do not know, at this time, the scope of these requirements, nor are we able to estimate 
the potential cost (which could be material) of complying with any such new requirements. 

Environmental Capital Expenditures • 
Capital expenditures for our environmental projects totaled $IO6 million in 201O and are expected to total approximately $75 million in 2011, 

consisting primarily of environmental projects at existing lignite/coal-fueled generation plants. The 2010 amount is exclusive of emissions control equipment 
investment as part of the three-unit generation development program, which totaled approximately S500 million over the construction period. See discussion 
above under "Luminant — Lignite/Coal-Fueled Generation Operations" regarding planned investments in emissions cOntrol systems. 
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Some important factors, in addition to others specifically addressed in Item 7, "Management's Discussion and Analysis of Financial Condition and 
Results of Operations," that could have a material negative impact on our operations, financial results and financial condition. or could cause our actual results 
or outcornes to differ materially from any projected outcome contained in any fonvard-looking statement in this report, include.  

Risks Related to Substantial I ndebteslness and Debt Agreements  

Our substantial leverage could adversely affect our abiliV to raise additional capital to fund our operations, limit our ability to react to changes in the 
economy or our industry. expose us to interest rate risk to the extent of our variable rate debt and prevent us from meeting obligations under the various 
debt agreements governing our debt. 

We are highly leveraged. As of December 31, 2010. our consolidated principal amount of debt (short-term borrowings and long-term debt, including 
amounts due currently) totaled $36.7 billion (see Note II to Financial Statements), which does not include $5.446 billion principal amount uf debt of Oncor. 
Our substantial leverage could have important consequences, including: 

• making it more difficult for us to make payments on our debt; 

• requiring a substantial portion of cash flow to be dedicated to the payment of principal and interest on our debt, thereby reducing our ability to 
use our cash flow to fund operations, capital expenditures and future business opportunities and execute our strategy; 

increasing our vulnerability to adverse economic, industry or competitive developments: 

• exposing us to the risk of increased interest rates because. as of December 31, 2010, taking into consideration interest swap transactions, 13° of 
our long-term borrowings were at variable rates of interest; 

• limiting our ability to make strategic acquisitions or causing us to make non-strategic divestitures, 

• limiting our ability to obtain additional financing for working capital, capital expenditures, product development, debt service requirements, 
acquisitions and general corporate or other purposes, or to refinance existing debt, and 

• limiting our ability to adjust to changing rnarket conditions and placing us at a competitive disadvantage compared to competitors who are less 
highly leveraged and who therefore, may be able to take advantage of opportunities that we cannot due to our substantial leverage. 

We may not be able to repay or refinance the TCEH Revolving Credit Facility, which :natures in October 2013, other debt incurred under the TCE11 
Senior Secured Facilities, which matures in October 2014, or our other debt as or before it becomes due, particularly ifforward natural gas prices do not 
significantly increase. 

We may not be able to repay or refinance our debt obligations as or before they become due. or may be able to refinance such amounts only on terms 
that will increase our cost of borrowing or on terms that may be more onerous. Our ability to successfully implement any future refinancing of our debt will 
depend, among other things. on our financial condition and operating performance, which is subject to prevailing economic and competitive conditions and to 
certain financial, business and other factors beyond our control, including, without limitation, wholesale electricity prices in ERCOT (which are primarily 
driven by the price of natural gas and ERCOT market heat rates) and general conditions in the credit markets. Refinancing may be difficult because of the 
slow economic recovery. the possibility arising interest rates and the impending surge of large debt matunties of other borrowers. Due to the weakness of 
our credit, we may be more heavily exposed to these refinancing risks than other borrowers. 
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A substantial amount of our debt is comprised of debt incurred under the TCEH Senior Secured Facilities, the majority of which matures in October 
2014. The 'ICEH Revolving Credit Facility. which has a facility limit of $2.7 billion and availability of SI 4 billion (including 594 million of commitments 
from Lehman that arc only available from the fronting banks and the swingline lenders) as of December 31, 2010, matures in October 2013. The TCEH 
Revolving Credit Facility is used for letters of credit and borrowings for general corporate purposes. We may not bc able to refinance the TCEII Senior 
Secured Facilities, including the TCEH Revolving Credit Facility, or our other debt because of our high levels of existing debt. For exempt& we may not be 
able to refinance the TCEH Reyolving Credit Facility unless prior to or concurrently with such refinancing we refinance or otherwise extend the maturity of a 
substantial portion of our debt due in 2014. Consequently, even though most of our debt matures in October 2014, the earlier maturity of the TCEH Revolving 
Credit Facility may effectively cause us to address the 2014 debt inaturitics at an earlier time than we might otherwise choose. Similarly, lenders uf debt due 
in 2014 may be unwilling to refinance or otherwise extend the maturity of their lendings unless prior to or concurrently with such refinancing we refinance or 
otherwise extend the maturity of a substantial portion of our debt due in the period 2015 to 2017. As of December 31, 2010, 55.6 billion principal amount of 
our debt matures in the period 2015 to 2017. This "pull-forward" effect, which may cause us to refinance several maturities at once as the first becomes due, 
could increase our near-term refinancing needs. 

Wholesale electricity prices in the ERCOT market largely correlate with the price of natural gas. Accordingly, the contribution to earnings and the value 
of our baseload generation assets are dependent in significant part upon the price of natural gas. Forward natural gas prices have generally trended downward 
since mid-2008. In recent years natural gas supply has outpaced dernand as a result of increased drilling of shale gas deposits combined with lingering demand 
weakness associated with the economic recession, and many industry experts expect this supply/demand imbalance to continue for a number of years, thereby 
depressing natural gas prices for a long-term period. These market conditions are challenging to the long-term profitability of our generation assets. 
Specifically, low natural gas prices and their correlated effect in ERCOT on wholesale electricity prices could have a material adverse impact on the overall 
profitability of our generation assets for periods in which wc do not have significant hedge positions. As of December 31, 2010, we have hedged only 
approximately 51% and 19% of our wholesale natural gas price exposure related to expected generation output for 2013 and 2014, respectively, and do not 
have any significant amounts of hedges in place for periods after 2014. A continuation of current fonvard natural gas prices or a further decline of forward 
natural gas prices could limit our ability to hedge our wholesale electricity revenues at sufficient price levels to support our interest payments and debt 	, 
maturities, result in further declines in the values of our haseload generation assets and adversely impact our ability to refinance the TCEI-I Revolving Credit 
Facility due in October 2013 or oursubstantial debt due in October 2014. 

In addition, our liabilities and those of EFCH exceed our and EFCH's assets as shown on our and EFCH's respective balance sheet prepared in 
accOrdance with US GAAP as of December 31. 2010. Our assets include $6.2 billion of goodwill as of December 31, 2010. In the third quarter 2010, we 
recorded a 54.1 billion noncash goodwill impairment charge reflecting the estimated effect of lower wholesale electricity prices on the enterprise value of 
TCE1-1, driven by the sustained decline in forward natural gas prices, as indicated by our cash flow projections and declines in market values of securities of 
comparable companies. The value of our goodwill will continue to depend on, among other things, wholesale electricity prices in the ERCOT market. Recent 
valuation analyses of TCEH's business indicate that the principal arnount of its outstanding debt currently exceeds its enterprise value. We may have difficulty 
successfully implementing any refinancing of our debt due to our financial position as reflected in our balance sheet and the valuation analyses 

We may pursue transactions and initiatives that are unsuccessful or do not produce the desired outcome. 

Future transactions and initiatives that we may pursue may have significant effects on our business, capital structure, liquidity and/or results of 
operations. For example, in addition to the exchanges and repurchases of our debt that are described in Note 11 to Financial Statements, we luive and may 
continue to pursue, from time to time, transactions and initiatives of various types, including, without limitation, debt exchange trinsactions, debt repurchases, 
equity or debt issuances, debt refinancing transactions (including extensions of maturity dates of our debt), asset sales. joint ventures. recapitalizations, 
business combinations and other strategic transactions. There can he no guarantee that any of such transactions or initiatives would be successful or produce 
the desired Outcome, which could ultimately affecrus in a material and adverse manner. Moreover, the effects of any of these transactions or initiatives could 
be material and adverse to holders of our debt and could be disproportionate, and directionally different, with respect to one class or type of debt than with 
respect to others 
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Despite our current high debt level, we may still be able to incur substantially more debt. This could further exacerbate the risks associated with our 
substannal debt 

We may be able to incur additional debt in the future. Although our debt agreements contain restrictions on the incurrence of additional debt. these 
restrictions are subject to a number of significant qualifications and exceptions. Under certain circumstances, the amount of debt, including secured debt, that 
could be incurred in compliance with these restrictions could be substantial. If new debt is added to our existing debt levels, the related risks that we now face 

would intensify. 

increases in interest rates may negatively impact our results of operations, liquidity and financial condition. 

Certain of our borrowings, to the extent the interest rate is not fixed by interest rate swaps, are at variable rates of interest. An increase in interest rates 
would have a negative inspect on our results of operations by causing an increase in interest expense. 

As of December 31, 2010, we had $4.494 billion aggregate principal amount of variable rate long-term debt (excluding SI 135 billion of long-term 
borrowings associated with the TCEH Letter of Credit Facility that arc invested at a variable rate), taking into account interest rate swaps that fix the interest 
rate on $15.8 billion in notional amount of variable rate debt. As a result. as of December 3 I. 2010. a 100 basis point increase in interest rates would increase 
our annual interest expense by approximately $45 million. See discussion of interest rate swap transactions in Item 7, "Management's Discussion and Analysis 
of Financial Condition and Results of Operations — Significant Activities and Events." 

Our interest expense and related charges for the year ended December 31, 2010 totaled $3 554 billion, including $207 million of unrealized mark-to-
market net losses on interest rate swaps. 

Our debt agreements and the Oncor "ring-fencing" measures contain restrictions that limit flexibility in operating our businesses. 

Our debt agreements contain various covenants and other restrictions that limit our ability to engage in specified types of transacuons and may 
adversely affect our ability to operate our businesses.1 hese covenants and other restrictions limit our ability to, among other things: 

incur additional debt or issue preferred shares; 

pay dividends on, repurchase or make distributions in respect of capital stock or make other restricted payments; 

make investments; 

sell or transfer assets; 

create liens on assets to secure debt; 

consolidate, merge, scll or otherwise dispose of all or substantially all of our assets; 

enter into transactions with affiliates; 

designate subsidiaries as unrestricted subsidiaries, and 

repay, repurchase or modify certain subordinated and other material debt. 

There arc a number of important limitations and exceptions to these covenants and other restrictions Sec Note 11 to Financial Statements for a 
description of these covenants and other restrictions. 

Under the TCEH Senior Secured Facilities, TCEH is required to maintain a consolidated secured debt to consolidated EBITDA ratio below specified 
levels. TCEH's ability to maintain the consolidated secured debt to consolidated EBITDA ratio below such levels can be affected by events beyond its control, 

including. without limitation, wholesale electricity prices (which are primarily derived by the price of natural gas and ERCOT market heat rates), and there 
can be no assurance that TCEH will comply with this iatio. 
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A breach of any of these covenants or restrictions could result in an event of default under one or more of our debt agreements. including as a result of 
cross default prosiisions. Upon the occurrence of an event of default under one of the debt agreements, our lenders or noteholders could elect to declare all 
amounts outstanding under that debt agreement to be immediately due and payable and/or terminate all commitments to extend further credit. Such actions by 
those lenders or noteholders could cause cross defaults under our other debt. If we were unable to repay those amounts, the lenders or noteholders could 
proceed against any collateral granted to them to secure such debt.lf lenders or noteholders accelerate the repayment of borrowings, we may not have 
sufficient assets and funds to rcpay those borrowings. 

In addition, as described in Note I to Financial Statements, EFH Corp. and Oncor have implemented a number of "ring-fencing'.  measures to enhance 
the credit quality of Oncor Holdings and its subsidiaries, including Oncor. Those measures, many of which were agreed to and required by the PUCT's Order 
on Rehearing in Docket No. 34077, include, arnong other things: 

. 	One& Holdings and Oncoes board of directors being comprised of a majority of directors that are independent from the Texas Holdings Group, 
EFH Corp. and its other subsidiaries; 

Oncor being treated as an unrestricted subsidiary with respect to EFH Corp:s and EFIH's debt; 

Oncor not being restricted from incurring its own debt; 

Oncor not guaranteeing or pledging anyuf its assets to secure the debt of any member of the Texas Holdings Group; 

restrictions on distributions by Oncor, and the right of the independent members of Oncoes board of directors and the largest non-majority 
member of Oncor to block the payment of distributions to Oncor Holdings (i.e., such distributions not being available to EFH Corp. under certain 
circumstances), and 

restrictions on the ability to sell a majority interest in Oncor until October 2012. 

We may not be able to generale sufficient cash to service all of our debt and may be forced to take other actions to satisfy our obligations under our debt 
agreements, which may not be successful. 

Our ability to make scheduled payments on our debt obligations depends on our financial condition and operating performance, which is subject to 
prevailing economic arid competitive conditions and to certain financial, business and other factors beyond our control, including, without limitation. 
wholesale electricity prices (which are primarily driven by the price of nntural gas and ERCOT market heat rates). We may not be able to maintain a level of 
cash flows sufficient to permit us to pay the principal, premium, if any, and interest on our debt. 

If cash flows and capital resources arc insufficient to fund our debt service obligations. we could face substantial liquidity problems and might be 
forced to reduce or delay investments and capital expenditures, or to dispose of assets or operations, seek additional capital or restructure or refinance debt 
These alternative measures inay not be successful, may not be completed on economically attractive terms or may not be adequate for us to meet our debt 
service obligations when due. Additionally, our debt agreements limit the use of tfic proceeds from many dispositions of assets or operation's. As a result, we 
may not be allowed, under these documents, to use proceeds from these dispositions to satisfy our debt service obligations. 
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Under the terms of the indentures governing the TCE11 Senior Notes and the TCE11 Senior Secured Second Lien Nola and the terms of the TCEII 
Senior Secured Facilities, TCEH is restricted from nraking certain payments to EFH Corp. 

EFH Corp. is a holding company and substantially all of its reported consolidated assets are held by its subsidiaries. As of December 31, 20 10, TCEH 
and its subsidiaries held approximately 80% of EFFI Corp.'s reported consolidated assets and for the year ended December 31. 2010. TCEH and its 
subsidiaries represented all of FBI Corp 's reported consolidated revenues. Accordingly. EFH Corp. depends upon TCEH for a significant amount of its cash 
flows and relies on such cash flows in order to pay its obligations. However, under the terms of the indentures governing the TCEH Senior Notes and the 
TCE11 Senior Secured Second Lien Notes and the terms of the TCEH Senior Secured Facilities, TCEH is restricted from making certain payments to EFH 
Corp., except in the form of certain loans to cover certain of EFH Corp.'s obligatsons and dividends and distributions in certain other limited circumstances if 
permitted by applicable state law. Further, the indentures governing the TCEH Scnior Notes and the TCEII Senior Secured Second Lien Notes and the terms 
of the TCEH Senior Secured Facilities do not permit such intercompany loans to service EFH Corp. debt unless required for EFH Corp. to pay principal, 
premium and interest when due on debt incurred by EFH Corp. to finance the Merger or that was in existence prior to the Merger, or any debt incurred by 
EFH Corp. to replace, refund or refinance such debt. Such loans are also permitted to service other debt, subject to limitations on the amount of the loans. As a 
result, unless and until the net proceeds from the offering of any notes by EFH Corp. are used to replace, refund or refinance EFH Corp. debt, intercompany 
loans from TCE11 to EFH Corp. to make payments on such notes are restricted. In addition, TCEH is prohibited from making certain loans to EFFI Corp. if 
certain events of default under the indentures governing the TCEH Senior Notes or the TCEH Senior Secured Second Lien Notes or thc terms of the TCEH 
Senior Secured Facilities have occurred and are continuing. 

Under the terms of the indentures governing the EFIH Notes, EFIII Ls restricted from making certain payments to EFII Corp. 

EFF( Corp, is a holding company and substantially all of its consolidated assets are held by its subsidiaries. As of December 31, 2010, EFIII and its 
subsidiaries held approximately 12% of EFH Corp.'s consolidated assets, which assets consist primarily of EFII ls investment in Oncor I loldings. 
Accordingly, EFH Corp. depends upon EFIH for a significant amount of itS cash flows and relies on such cash flows in ordcr to pay its obligations. llowever, 
under the terms of the indenture governing the EFIH Notes. FEIN is restricted from making certain payments, including dividends and loans. to EFH Corp., 
except in limited circumstances. 

EFH Corp. has a rely limited ability to control activities ul Oncor due to structural and operational "ring-fencinr measures. 

EFH Corp. depends upon Oncor for a significant amount of its cash flows and relies on such cash flows in order to pay its obligations. However, EFH 
Corp has a very limited ability to control the activities of Oncor. As part of the "ring-fencine measures implemented by EFH Corp. and Oncor, a majority of 
the members of Oncor's board of directors are required to meet the New York Stock Exchange requirements for independence in all material respects, and the 
unanimous, or majority, consent of such directors is required for Oncor to take certain actions. In addition. any new independent directors are required to be 
appointed by the nominating committee of Oncor Holdings board of directors, a majority of whose members are independent directors. No member of EFF1 
Corp.'s management is a member of Oncor's board of directors. Under Oncor Fioldings' and Oncor's organizahonal documents, EFH Corp. has limited indirect 
consent rights with respect to the activities of Oncor, including (he following: new issuances of equity securities by Oncor, material transactions with third 
parties involving Oncor outside of the ordinary course of business, actions that cause Oncor's assets to increase the level of jurisdiction of the FERC, any 
changes to the state of formanon of Oncor, material changes to accounting methods not required by US GAAP, and actions that fail to enforce certain tax 
sharing obligations between Oncor and EFH Corp. In addition, there are restrictions on Oncor's ability to make distributions to its members, including 
imlirectly to EFH Corp. 
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Risks Related to Structure  

EFH Corp. is a holding company and its obligations are structurally subordinated to existing and future liabilities and preferred stock of its subsidiaries. 

EFH Corp.'s cash tlows and ability to meet its obligations are largely dependent upon the earnings of its subsidiaries and the payment of such earnings 
to EFH Corp. in the form of dividends, distributions, loans or otherwise, and repayment of loans or advances from EFH Corp. These subsidiaries are separate 
and distinct legal entities and have no obligation to provide EFH Corp. with funds for its payment obligations. Any decision by a subsidiary to provide EFH 
Corp. with funds for its payment obligations, whether by dividends, distributions, loans or otherwise, will depend on, among other things, the subsidiary's 
results of operations, financial condition, cash requirements, contractual restrictions and other factors. In addition, a subsidiarys ability to pay dividends may 
be limited by covenants in its existing and future debt agreements or applicable law. Further, the distributions that may he paid by Oncor are limited as 
discussed below. 

Because EFH Corp. is a holding company, its obligations to its creditors are structurnlly subordinated to all existing and future liabilities and existing 
and future preferred stock of its subsidiaries that do nut guarantee such obligations. Therefore, with respect to subsidiaries that do not guarantee EFH Corp.'s 
obligations, MI Corp.'s rights and the rights of its creditors to participate in the assets of any subsidiary in the event that such a subsidiary is liquidated or 
reorganized arc subject to the prior claims of such subsidiarys creditors and holders of such subsidiary's preferred stock. To the extent that EFH Corp. may be 
a creditor with recognized claims against any such subsidiary, EFH Corp.'s claims would still be subject to the prior claims of such subsidiary's creditors to 
the extent that they are secured or senior to those held by EFH Corp. Subject to restrictions contained in financing arrangements, EFH Corp:s subsidiaries 
may incur additional debt and other liabilities. 

Oncor may or may not make any distributions to EFH Corp. 

Upon the consumrnation of the Merger. EDI Corp and Oncor implemented certain structural and operitional "ring-fencing" measures. including 
certain measures required by the PUCT's Order on Rehearing in Docket No. 34077, that were based on principles articulated by rating agencies and 
commitments made by Texas Holdings and Oncor to the PUCT and the FERC to further enhance Oncor's credit quality. These measures were put in place to 
mitigate Oncor's credit exposure to the Texas Holdings Group and to reduce the risk that thc assets and liabilities of Oncor would be substantively 
consolidated with the assets and liabilities of the Texas Holdings Group in the event of a bankruptcy of one or more of those entities. 

As part of the ring-fencing measures, a majority of the members of the board of directors of Oncor are required to be, and are, independent from EFH 
Corp Any new indepehdent directors of Oncor are required to be appointed by the nominating committee of Oncor Holdings. The organizational documents 
of Oncor give these independent directors, acting by majority vote, and, during certain periods, any director designated by Texas Transmission, the express 
right to prevent distributions from Oncor if they determine that it is in the best interests of Oncor to retain such amounts to meet expected future requirements 
Accordingly, there can be no assurance that Oncor will make any distributions to EFH Corp. 

In addition, Oncor's organizational documents limit Oncor's distributions to its owners, including EFH Corp., through December 31, 2012 to an amount 
not to exceed Oncor's net income (determined in accordance with US GAAP, subject to certain defined adjustments, including goodwill impairments) and 
prohibit Oncor from making any distribution to EFH Corp. so long as and to the extent that such distribution would cause Oncor's regulatory capital structure 
to exceed the debt-to-equity ratio established from time to time by the PUCT for raternaking purposes, which is currently set at 60% debt to 40°0 equity. See 
Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations — Regulatory Matters Oncor Matters with the PUCT" 
for discussion of a rate review filed by Oncor in January 2011 that, among other things. requested a revised regulatory capital structure of 55"'s debt to 45°6 
equity. 
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In March 2009, the PUCT awarded Oncor the right to construct trruismission lines and facilities associated with its CREZ Transmission Plan, the cost of 
which is currently estimated try Oncor to he approximately SI.75 billion (see discussion in Item 7, 'Management's Discussion and Analysis of Financial 
Condition and Results of Operations — Regulatory Matters"). With the award, it is likely Oncor will incur additional debt. In addition, Oncor may incur 
additional debt in connection with other investments in infrastructure or technology, including automated accounting systems. Accordingly, while Oncor is 
required to maintain a specified debt-to-equity ratio. there can be no assurance that Oncor's equity balance will be sufficient to maintain the required debt-to-
equity ratio established from time to time by the PUCT for ratemaking purposes, thereby restricting Oncor from making any distributions to EFH Ccrp. In 
addition, any increase in Oncoes interest expense niay reduce the amounts available to be distributed to EFH Corp. 

Oneor's ring-fencing :measures n:ay not work as planned 

In 2007, EFH Corp. and Oncor implemented certain structural and operational "ring-fencine measures, including certain measures required by the 
PUCrs Order on Rehearing in Docket No. 34077. that were based on principles articulated by rating agencies and commitments rnade by Texas Floldings and 
Oncor to the PUCT and the FERC to further enhance Oncoes credit quality. These rneasures were put in place to mttigate Oncoes credit exposure to the Texas 
Holdings Group and to reduce the risk that a court would order any of the Oncor Ring-Fenced Entities assets and liabilities to be substantively consolidated 
with those of any member of the Texas floldings Group in the event that a member of the Texas Holdings Group were to become a debtor in a bankruptcy 
case. Nevertheless, bankruptcy courts have broad equitable powers, and as a result, outcomes in bankruptcy proceedings are inherently difficult to predict. 
Accordingly, if any member of the Texas Holdings Group were to become a debtor in a bankruptcy case, there can be no assurance that a court would not 
order an Oncor Ring-Fenced Entitys assets and liabilities to be substantively consolidated with those uf such member of the Texas Holdings Group or that a 
proceeding would not result in a disniption of services Oncor receives from or jointly with affiliates. See Note I to Financial Statements for additional 
information on ring-fencing measures. 

In addition. Oncoes access to capital markets and cost of debt could be directly affected by its credit ratings. Any adverse action with respect to Oncor's 
credit ratings would generally cause borrowing costs to increase and the potential pool of investors and funding sources to decrease. Oncor's crcdit ratings are 
currently substantially higher than those of the Texas I loldings Group. If credit rating agencies were to change their views of Oncor's independence from any 
member of the Texas Holdings Group, Oncoes credit ratings would likely decline. Despite the ring-fencing measures, rating agencies could take an adverse 
action with respect to Oncoes credit ratings in response to liability management activities by Ent Corp. or any of its subsidiaries. In the event any such 
adverse action takes place and causes Oncoes borrowing costs to increase, it may not be able to recover these increased costs if they exceed Oncoes PUCT-
approved cost of debt determined in its 2008 general rate case or subsequent rate cases. 
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Risks Related to Businesses 

Our businesses are subject to ongoing complex governmental regulations and legislation that have impaaed, and may in the future impact, our 
businesses and/or results of operations. 

Our businesses operate in changing market environments influenced by various state and federal legislative and regulatory initiatives regarding the 
restructuring of the energy industry, including cornpetition in the generation and sale of electricity. We will need to continually adapt to these changes. 

Our businesses are subject to changes in state and federal laws (including PURA, the Federal Power Act. the Atomic Energy Act, the Public Utility 
Regulatory Policies Act of 1978, the Clean Air Act and the Energy Policy Act of 2005), changing governmental policy and regulatory actions (including those 
of the PUCT, the NERC. the TRE, the RRC, the TCEQ, thc FERC. the EPA, the NRC and the CFTC) and the rules, guidelines and protocols of ERCOT with 
respect to matters including. but not limited to, market structure and dcsign, operation of nuclear generation facilities, construction and operation of other 
generation facilities, construction and operation of transmission facilities, acquisition, disposal. depreciation and amonization of reaulated assets and 
facilities, recovery of costs and investments, decommissioning costs, return on invested capital for regulated businesses, market behavior rules, present or 
prospective wholesale and retail cornpetit ion and environmental matters. TO:A, along with other market participants, is subject to electricity pricing 
constraints and market behavior and other competition-related rules and regulations under PURA that are administered hy the PUCT and ERCOT, and, with 
respect to any wholesale power sales outside the ERCOT market, is subject to market behavior and other competition-related rules and regulations under the 
Federal Power Act that are administered by the FERC. Changes in, revisions to. or reinterpretations of existing laws and regulations (for example, with 
respect to prices at which TCEff may sell electricity, or the cost of emitting greenhouse gases) may have a material and adverse effect on our businesses. 

The Texas Legislature meets every two years (the current legislative session began in January 2011), and from time to time bills are introduced and 
considered that could materially affect our businesses. The State of Texas currently faces a substantial budget deficit, and the Texas Legislature is expected to 
enact spending cuts to address this shortfall. We cannot predict whether spending cuts or other actions taken with respect to the budget deficit will affect the 
PUCT or other agencies that relate to our business or whether any such spending cuts or other actions taken with respect to the budget deficit will have a 
material impact on our business. There can be no assurance that future action uf the Texas Legislature will not result in legislation that could have a material 
adverse effect on us and our financial prospects. 

PURA, the PUCT, ERCOT, the RRC, the TCEQ and the Office of Public Wilily Council (OPC) are subject to a "Sunset" review by the Texas Sunset 
Advisory Commission. PURA will expire, and the PUCT and the RRC will be abolishee4 on September I, 2011 unless extended by the Texas Legislature 
following such review. If any of PURA, the PUCT, ERCOT, the RRC, the TCEQ or dm OPC are not renewed by the Texas Legislature pursuant to Sunset 
review, it could have a matgrial effect on our business. 

Sunset review is the regular assessment of the continuing need for a state agency to exist, and is grounded in the premise that an agency will be 
abolished unless legislation is passed to continue its functions. The Texas Sunset Advisory Commission (Sunset Commission) closely reviews each agency 
and recommends action on each agency to the Texas Legislature, which action may include modifying or even abolishing the agency Of the agencies 
scheduled for Sunset review by the Sunset Commission in 2010 and 2011, the following hold primary interest for us and are subject to a focused, limited 
scope. or special purpose review: the TCEQ, the PUCT, the OPC. the RRC and ERCOT. These agencies, for the most part. govern and operate the electricity 
and mining markets in Texas upon which our business model is based. PURA, which expires September 1, 2011, is also subject to Sunset review. lf the Texas 
Legislature fails to renew PURA or any of these agencies, it could result in a significant restructuring of the Texas electricity market or regulatory regime that 
could have a material impact on our business. There can be no assurance that future action of the Sunset Commission will not result in legislation that could 
have a material adverse effect on us and our financial prospects. 

29 

0001175 



'CAM.: 0f aa tent.: 

Litigation, legal proceedings, regulatory investigations or other administrative proceedings could expose us to significant liabilities and reputation 
damage, and have a material adverse effect on our results of operations, and the litigation environment in which we operate poses a significant risk to our 
businesses. 

We ase involved in the ordinary course of business in a number of lawsuits involving employment, commercial, and environmental issues, and other 
claims for injuries and damages, among other matters. Wc evaluate litigation claims and legal proceedings to assess the likelihood of unfavorable outcomes 
and to estimate, if possible. the amount of potential losses. Based on these assessments and estimates, we establish reserves and disclose the relevant litigation 
claims or legal proceedings, as appropnate. These assessments and estimates are based on the information available to management at the time and involve a 
significant amount of judgment. Actual outcomes or losses may differ materially from current assessments and estimates. The settlement or resolution of such 
claims or proceedings may have a material adverse effect on our results of operations. In addition, judges and juries in the State of Texas have demonstrated a 
willingness to grant large verdicts, including punitive damages, to plaintiffs in personal injury, property damage and business tort cases. We use appropriate 
means to contest litigation threatened or filed against us, but the litigation environment in the State of Texas poses a significant business risk. 

We are involved in the ordinary course of business in permit applications and renewals, and we are exposed to the risk that certain of our operating 
permits may not be granted or renewed on satisfactory terms. Failure to obtain and maintain the necessary permits to conduct our businesses could have a 
material adverse effect on our results of operations. 

We are also involved in the ordinary course of business in regulatory investigations and other administrative proceedings, and we are exposed to the 
risk that we may become the subject of additional regulatory investigations or administrative proceedings. See ltem 3. "I.egal Proceedings a Regulatory 
Investigations and Reviews,'' While we cannot predict the outcome of any regulatory investigation or administrative proceeding. any such regulatory 
investigation or administrative proceeding could result in us incurring material penalties and/or other costs and have a material adverse effect on our results of 
operations and liquidity. 

TCEll's revenues and results of operations may be negatively impacted by decreases in market prices for eiertriciv, decreases ln natural gas prices, and/ 
or decreases in market heat rates, . 

TCEH (our largest business) is not guaranteed any rate of return on capital investments in its competitive businesses. We market and trade electricity 
and natural gas. including electricity from our own generation facilities and generation contracted from third parties. as part of our wholesale markets 
operation. TCEH's results of operations depend in large part upon wholesale market prices for electricity, natural gas, uranium, coal and transportation in its 
regional market and other competitive markets and upon prevailing retail electricity rates, which may be impacted by actions of regulatory authorities. Market 
prices may fluctuate substantially over relatively short periods of time. Demand for electricity can fluctuate dramatically, creating periods of substantial 
under- or over-supply. During periods of over-supply, prices might be depressed. Also, at times there may be political pressure. or pressure from regulatory 
authorities with jurisdiction over wholesale and retail energy commodity and transportation rates. to impose price limitations, bidding rules and other 
mechanisms to address volatility and other issues in these markets. 

Some of the fuel for our generation facilities is purchased under short-term contracts. Prices of fuel, including diesel, natural gas. coal, and nuclear fuel, 
may also be volatile, and the price we can obtain for electricity sales may not change at the same rate as changes in fuel costs. In addition, we purchase and 
sell natural gas and other energy related commodities, and volatility in these markets may affect costs incurred in meeting obligations. 

Volatility in market prices for fuel and electricity may result from the following: 

• volatility in natural gas prices; 

• volatility in market heat rates, 

• volatility in coal and rail transportation prices; 

• severe or unexpected weather conditions; 

• seasonality; 

• changes in electricity and Nei usage. 

• illiquidity in the wholesale power or other markets; 
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• transmission or transportation constraints. inoperability or inefficiencies; 

availability of competitively-priced alternative energy sources; 

• changes in market structure; 

• changes in supply and demand for energy commodities, including nuclear fuel and related enrichment and conversion services; 

• changes in the manner in which we operate our facilities, including curtailed operation due to market pricing, environmental, safety or other 
factors; 

• changes in generation efficiency; 

• outages or otherwise reduced output from our generation facilities or those of our competitors; 

• changes in the credit risk or payment practices of market participants; 

• changes in production and storage levels of natural gas, lignite, coal, crilde oil, diesel and other refined products: 

natural disasters, wars, sabotage, terrorist acts. embargoes and other catastrophic events, and 

• federal. state and local energy, environmental and other regulation and legislation. 

All of our generation facilities are located in the ERCOT market, a market with limited interconnections to other markets. Wholesale electricity prices 
in the ERCOT market generally correlate with the price of natural gas because marginal electricity demand is generally simplied by natural gas-fueled 

aeneration facilities. Accordingly, our earnings and the value of our baseload generation assets. which provided a substantial portion of our supply volumes in 

2010, are dependent in significant part upon the price of natural gas. Forward natural gas prices have generally trended downward since mid-2008. In recent 
years natural gas supply has outpaced demand as a result of increased drilling of shale gas deposits combined with lingering demand weakness associated with 
the economic recession, and many industry experts expect this supply/demand imbalance to continue for a number of years, thereby depressing natural gas 
prices for a long-term period. While our hedging activities. in particular our long-term.  hedging program, are designed to mitigate the effect un earnings of low 
wholesale electricity prices, due to low natural gas prices. these market conditions are challenging to the long-term profitability of our generation assets. 
Specifically, the low natural gas prices and the correlated effect in ERCOT on wholesale power prices could have a material adverse impact on the overall 
profitability of our generation assets for periods in which we do not have significant hedge positions. While we have significantly hedged our natural gas price 
exposure for 2011 and 2012 (approximately 99% and 87%, respectively), as of December 31, 2010, we have hedged only approximately 51% and 19% of our 

, wholesale natural gas price exposure related to expected generation output for 2013 and 2014, respeCtively. and do not have any significant amounts of hedges 
in place for periods after 2014 A continuation of current forward natural gas prices or a further decline of forward natural gas prices could limit our ability to 
hedge our wholesale electricity revenues at sufficient price levels to support our interest payments and debt maturities, result in further declines in the value of 

our baseload generation assets and could adversely impact our ability to refinance the TCE1-1 Revolving Credit Facility due in October 2013 or our substantial 
debt due in October 2014. 

Wholesale electricity prices also correlate with market heat rates (a tneasure of efficiency of the marginal price-setting generator of electricity), which 
could fall if demand for electricity were to decrease or if additional generation facilities are built in ERCOT. Accordingly, our earnings and the value of our 
baseload (lignite/coal-fueled and nuclear) generation assets. which provided a substantial portion of our supply volumes in 2010, are also dependent in 
significant part upon market beat rates. As a result, our baseload generation assets could significantly decrease in profitability and value if market heat rates " 
continue at current levels or decline. 

Our assets or positions cannot be fully hedged against changes in convnodity prices and market heat rates, and hedging transactions may not work as 
planned or hedge counterparties may default on their obligations. 

We cannot fully hedge the risk associated with changes in commodity prices, most notably natural gas prices, or market heat rates because of the 
expected useful life of our generation assets and the size of our position relative to market liquidity. To the extent we have unhedged positions, fluctuating 

commodity prices and/or market heat rates can materially impact our reiults of operations, liquidity and financial position, either favorably or unfavorably. 
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To manage our financial exposure related to commodity price fluctuations, we routinely enter into contracts to hedge portions of purchase and sale 
commitments, fuel requirements and inventories of natural gas, lignite, coal, crude oil, diesel fuel and refined products, and other commodities. within 
established risk management guidelines. As part of this strategy. we routinely utilize fixed-price forward physical purchase and sale contracts, fixtures, 
fmancial swaps and option contracts traded in over-the-counter markets or on exchanges. Although we devote a considerable amount of time and effort to the 
establishment of risk management procedures, as well as the ongoing review of the implementation of these procedures, the procedures in place may not 
always function as planned and cannot eliminate all the risks associated with these activities. For example, we hedge the expected needs of our wholesale and 
retail customers, hut unexpected changes due to weather, natural disasters, market constraints or other factors could cause us to purchase power to meet 
unexpected demand in periods of high wholesale market prices or resell excess power into the wholesale market in periods of low prices. As a result of these 
and other factors, we cannot precisely predict the impact that risk management decisions may have on OUT businesses, results of opemtions, liquidity or 
financial position. 

With the tightening of credit inarkets, there has been some decline in the number of market participants in the wholesale energy commodities markets, 
resulting in less liquidity, particularly in the ERCOT electricity market. Participation by financial institutions and other intermediaries (including investment 
banks) has particularly declined. Extended declines in market liquidity could materially affect our ability to hedge our financial exposure to desired levels. 

To the extent we engage in hedgIng and risk management activities, we are exposed to the risk that counterparties that owe us money, energy or other 
commodities as a result of market transactions will not perform their obligations. Should the counterparties to these arrangements fail to perform, we could be 
forced to enter into alternative hedging arrangements or honor the underlying commitment at then-current market prices. In such event, we could incur losses 
in addition to amounts, if any, already paid to the counterparties. ERCOT market participants are also exposed to risks that another ERCOT market participant 
may default on its obligations to pay ERCOT for power taken, in which case such costs, to the extent not offset by posted security and other protections 
available to ERCOT, may be allocated to various non-defaulting ERCOT market participants, including us. 

Our collateral requirements for hedging arrangements could be materially impacted if the rules implementing the Financial Reform Act broaden the 
scope of the Aces provisions regarding the regulation of over-the-cowuer financial derivatives and make them applicable to us. 

in July 2010, financial reform legislauon known as the Dodd-Frank Wall Street Reform and Consumer Protection Act (the Financiai Reforrn Ac() was 
enacted. While the legislation is broad and detailed, substantial portions of the legislation arc currently under rulemaking.s by federal governmental agencies to 
implement the standards set out in the legislation and adopt new standards. 

Title VII of the Financial Reform Act provides for the regulation of the over-the-counter (OTC) derivatives market. The Financial Reform Act generally 
requires OTC derivatives (including the types of asset-backed OTC derivatives that we use to hedge risks associated with commodity and in(erest rate 
exposure) to he cleared by a derivatives clearing organization. However, entities are exempt from these clearing requtrements if they (i) are not "Swap 
Dealers" or "Major Swap Participants as will be defined in the rulemakings and (ii) use tht swaps to hedge or mitigate commercial risk. The proposed 
definition of Swap Dealer is broad and will, as drafted, include many end users. We are evaluating whether or not the type of asset-backed OTC derivatives 
that we use to hedge commodity and interest rate risk is exempt from the clearing requirements. Existing swaps are grandfathered from the clearing 
requirements. The legislation mandates significant reporting and compliance requirements for any entity that is determined to be a Swap Dealer or Major 
Swap Participant. 

The Financial Reform Act also requires the posting of cash collateral for uncleared swaps. Because these cash collateral requirements are unclear as to 
whether an end-user or its counterparty (e.g., swap dealer) is required to post cash collateral, there is risk that the cash collateral requirement could be used to 
effectively negate the end-user clearing exemption. However, the legislative history of the Financial Reform Act suggests that it was not Congress' intent to 
require end-users to post cash collateral with respect to swaps. If we were required to post cash collateral on our swap transactions with swap dealers, our 
liquidity would likely be materially impacted, and our ability to enter into OTC derivatives to hedge our commodity and interest rate risks would be 
significantly limited. 

32 

0001178 



, 	yam,. ( noon t• 

We cannot predict the outcome of the ruleinakings io implement the OTC derivative mtirket provisions of the Financial Reform Act. These ntlemakings 
could negatively affect our ability to hedge our commodity and interest rate risks. The inability to hedge these risks would likely have a material adverse 
effect on our results of operations, liquidity or financial condition. 

We may suffer material losses, costs and liabilities due to ownership and operation of the Comanche Peak nuclear generation facilio,. 

The ownership and operation of a nuclear generation facility involves certain risks These risks include: 

unscheduled outages or unexpected costs due.to  equipment, mechanical, structural or other problems; 

inadequacy or lapses in maintenance protocols:" 

the impairment of reactor operation and safety systems due to human error; 

thc costs of storage, handling and disposal of nuclear materials, including availability of storage space; 

the costs of procuring nuclear fuel; 

thc costs of securing the plant against possible terrorist attacks; 

• limitations on the amounts and types of insurance coverage commercially available, and 

• uncertainties with respect to the technologiCal and financial aspects of decommissioning nuclear facilities at the end of their useful lives. 

The prolonged unavailability of Comanche Peak could materially affect our financial condition and results of operations. The following are among the 
more significant of these risks: 

Operational Risk — Operations at any nuclear generation lbcility could degrade to the point where the facility woidd have to be shut diiwn. If such 
degradations were to occur. thc process of identifying and correcting the causes of the operational downgrade to return the facility to operation could 
require significant time and expense, resulting in both lost revenue and increased fuel and purchased power expense to meet supply commitments. 
Furthermore, a shut-down or failure at any other nuclear generation facility could cause regulators to require a shut-down or reduced availability at 
Comanche Peak. 

. Regulatory Risk — The NRC may modify, suspend or revoke licenses and impose civil 'penalties for failure to comply with the Atomic Energy Act, 
the regulations under it or the terrns of the.  licenses of nuclear generation facilities. Unless extended. the NRC operating licenses for Comanche Peak 
Unit 1 and Unit 2 will expire in 2030 and 2033, respectively. Changes in regulations by the NRC could require a substantial increase in capital 
expenditures or result in increased operating or decommissioning costs. 

• Nuclear Accident Risk — Although the safety record of Comanche Peak and other nuclear generation facilities generally has been very good, ' 
accidents and other unfereseen problems have occurred both in the US and elsewhere. The consequences of an accident can be severe and include 
loss of life, injury, lasting negative health impact and property damage. Any accident, or perceived accident, could result in significant liabilities and 
damage our reputation. Any such resulting liability from a nuclear accident could exceed our resources, including insurance coverage. 
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The operation and maintenance of electricity generation and delivery facilities involves significant risks that could adversely affect our results of 
operations, liguidiry and financial condition. 

The operation and maintenance of electzicity generation and delivery facilities involves many risks, including, as applicable, start-up risks, breakdown 
or failure of facilities. lack of sufficient capital to maintain the facilities. the dependence on a specific fuel source or the impact of unusual or adverse weather 
conditions or other natural events, as well as the risk of performance below expected levels of output, efficiency or reliability, the occurrence of any of which 
could result in lost revenues andior increased expenses. A significant number of our facilities were constructed many years ago. In particular, older generating 
equipment and transmission and distribution equipment, even if maintained in accordance with good engineering practices, may require significant capital 
expenditures to keep operating at peak efficiency or reliability. The risk of increased maintenance and capital expenditures arises from (a) increased starting 
and stopping of generation equipment due to the volatility of the competitive generation market and the prospect of continuing low wholesale electricity 
prices that may not justify sustained or year-round operation of all our generating facilities, (b) any unexpected failure to generate electricity, including failure 
caused by equipment breakdown or forced outage and (c) damage to facilities due to storms, natural disasters, wars. terrorist acts and other catastrophic 
events. Further, our ability to successfully and timely complete capital improvements to existing facilities or other capital projects is contingent upon many 
variables and subject to substantial risks. Should any such efforts be unsuccessful. we could be subjcct to additional cosis andior losses and write downs on 
our investment in the project or improvement. 

Insurance. warranties or performance guarantees rnay not cover all or any of the lost revenues or increased expenses that could result from the risks 
discussed above, including the cost of replacement power. Likewise, the ability to obtain insurance, and the cost of and coverage provided by such insurance, 
could be affected hy events outside our control. 

Maintenance, expansion and refurbishment of power generation facilities involve significam risks that could resuk in unplanned power outages or 
reduced output and could have a material adverse effect on our results of operations, liguidiry and financial condition. 

Many of our facilities are old and require periodic upgrading and improvement. Any unexpected failure, including failure associated with breakdowns, 
forced outages or any unanticipated capital expenditures could materially adversely affect our results of operations, liquidity and financial condition. 

We cannot be certain of the level of capital expenditures that will be required due to changing environmental and safety laws and regulations (including 
changes in the interpretation or enforcement thereof), needed facility repairs and unexpected events (such as natural disasters or terrorist attacks). The 
unexpected requirement of large capital expenditures could materially adversely affect our results of operations, liquidity and financial condition. 

lf we make any major modifications to our power generation facilities, we may he required to install the best available control technology or to achieve 
the lowest achievable emission rates as such terms are defined under the new source review provisions of the Clean Air Act. Any such modifications would 
likely result in substantial additional capital expenditures. 

Our cost of compliance with environmental laws and regulations and our commitments, and the cost of compliance with new environmental laws, 
regulations or commitments could materially adversely affect our results of operations, liguidiry and financial condition. 

We are subject to extensive environmental regulation hy governmental authorities, including the EPA and the TCEQ. In operating our facilities, we are 
required to comply with numerous environmental laws and regulations and to obtain numerous govemmental permits. We may incur significant additional 
costs beyond those currently contemplated to comply with these requirements. lf we fail to comply with these requirements, we could be subject to civil or 
criminal liabilities and fines. Existing environmental regulations could be revised or reinterpreted, new laws and regulations could be adopted or become 
applicable to us or our facilities. and future changes in environmental laws and regulations could occur, including potential regulatory and enforcement 
developments related to air emissions, all of which could result in significant additional costs beyond those currently contemplated to comply with existing 
requirements. 
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The EPA has recently completed several regulatory actions establishing new requirements for control of certain emissions from sources that include 
coal-fiieled generation facilities. It is also currently considering several Other regulatory actions, as well as contemplating future additional regulatory actions, 
in each case that may affect our coal-fueled generation facilities. There is no assurance that the currently-installed emissions control equipment at our coal-
fueled generation facilities will satisfy the requirements under any future EPA or TCEQ regulations. Some of the potential EPA or TCEQ regulatory actions 
could require us to install significant additional control equipment, resulting in material costs of compliance for our generation units, including capital 
expenditures, higher operating costs and potential production curtailments. These costs could result in material adverse effects on our results of operations, 
liquidity and financial condition. 

In conjunction with the building of three new generation units, we have committed to reduce emissions of mercury, NOx  and 802  through thc 
installation of emissions control equipment at both the new and existing lignite-fueled generation units. We may incur significantly greater costs than those 
contemplated in order to achieve this cominitment. 

We have formed a Sustainable Energy Advisory Board that advises us in our pursuit of technology development opportunities that, among other things, 
are designed to reduce our impact on the envirOnment. Any adoption of Sustainable Energy Advisory Board recommendations may cause us to incur 
significant costs in addition to the costs referenced above. 

We may not be able to obtain or maintain all required environmental regulatory approvals. I f there is a delay in obtaining any required environmental 
regulatory approvals, if we fail to obtain, maintain or comply with any such approval or if an approval is retroactively disallowed, the operation and/or - 
construction of our facilities couldbe stopped. curtailed or modified or become subject to additional costs. 

In addition, we may be responsible tbr any on-site liabilities associated with the environmental condition of facilities that we have acquired, leased or 
developed, regardless of when the liabilities arose and whether they are known or unknown. In connection with certain acquisitions and sales of assets, we 
may obtain. or be required to provide, indemnification against certain environmental liabilities Another party could, depending on the circumstances, assert 
an environmental claim against us or fail to meet its indemnification obligations to us. 

Our results of operations, liquidity and financial condition ntay be materially adversely affected f new federal and/or state legislation or regulations are 
adopted to address global climate change 

In recent years, a growing concern has emerged about global climate change and how greenhouse gas (GHG) emissions, such as CO2, contribute to 
global climate change SeveraJ bills addressing climate change have been introduced ill the US Congress or discussed by the Obama Administration that are 
intended to address climate change using.different approaches, including a cap on carbon emissions with emitters allowed to trade unused emission 
allowances (cap-and-trade), incentives for the development of low-carbon technology and federal renewable portfolio standards. In addition, a number of 
federal court cases have been recently decided that could result in the future regulation of GHG emissions. 

The EPA recently issued a rule, known as the Prevention of Significant Deterioration (PSD) tailoring rule. which establishes new thresholds for 
regulating (ÌHG emissions from stationary sources under the Clean Air Act. Beginning in January 2011, the rule requires any source subject w the PSD 
permitting program due to emissions of non-GHG pollutants that increases its GHG emissions by 75,000 tons per year Oily) to have an operating permit under 
the Title V Operating Permit Program of the Clean Air Act and install the best available control technology in conjunction with construction activities or plant 
modifications. Beginning in July 2011, PSD permitting requirements will also apply to ncw projects with GlIG emissions of at least 100,000 tpy and 
modifications to.  existing facilities that increase GHG emissions by at least 75,000 My (even if no non-GHG PSD thresholds are exceeded). The EPA also 
finalized regulations in 2009 that will require certain categories of GHG emitters (including our lignite-fueled generation facilities) to monitor and report their 
annual GHG emissions beginning in March 2011. 

The EPA also announced in late 2010 its intent to proniulgate, in 2011, GHG emission limits known as New Source Performance Stndards that would 
apply to new and modified sources, as well as GHG emission guidelines that states might apply to existing sources of GHGs. The EPA has indicated that such 
new standards and guidetines.would be applicable to electncity generation facilities. We cannot predict what limits or guidelines the EPA might adopt. If the 
limits or guidelines become applicable to our generation facilities and require us to install new control equipment or substantially alter our operations, it could 
have a material adverse effect on our results of operations, liquidity and financial condition. 
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We produce GHG emissions from the combustion of fossil filets at our generation facilities. For 2010, we estimate that our generation facilities 
produced 64 million short tons of COI  based on continuously monitored data reported to and subject to approval by thc EPA. I3ecause a substantial portion of 
our generation portfolio consists of lignitekoal-fucled generation facilities, our results of operations, liquidity and financial condition could be materially 
adversely affected by the enactment of any legislation or regulation that mandates a reduction in GI-1G emissions or that imposes financial penalties, costs or 
taxes upon those that produce GHG emissions. For example, to the extent a cap-and-trade program is adopted, we may be required to incur material costs to 
reduce our (3HG emissions or to procure emission allowances or credits to comply with such a prograrn. Thc EPA regulation of GHGs under the Clean Air 
Act, or judicially imposed limits on GHG emissions, may require us to make material expenditures to reduce our GHG emissions. If a significant number of 
our customers or others refuse to do business with us because of our GH(3 emissions, it could have a material adverse effect on our results of operations. 
liquidity or financial condition. 

Our residts of operations, liquidity and financial condition may be materially adversely affected by the effects of extreme weather conditions. 

Our results of operations may he affected by weather conditions and may fluctuate substantially on a seasonal basis as the weather changes. In addition, 
we could be subject to the effects of extreme weather. Extreme weather conditions could stress our transmussion and distribution system or our generation 
facilities resulting in outages. increased maintenance and capital expenditures. Extreme weather events, including sustained cold temperatures, hurricanes or 
storms or other natural disasters, could be destructive and result in casualty losses that are not ultimately offset by insurance proceeds or in increased capital 
expenditures or costs, including supply chain costs. 

Moreover, an extreme weather event could cause disruption in service to customers due to downed wires and poles or damage to other operating 
equipment, which could result in us foregoing sales of electricity and lost revenue. Similarly, an extreme weather event might affect the mailability of 
generation and transmission capacity, limiting our ability to source or deliver electricity to where it is needed. These conditions, which cannot be reliably 
predicted, could have an adverse consequence by requiring us to seek addnional sources of electricity when wholesale market prices are high or to seek to sell 
excess electricity when those market prices are low. 

The rates o f Oncor's electricity delivery business are subject to regulatory review, and may be reduced below current levels, which cotdd adversely impact 
Oncor's results of operations, liquidity ond financial condition. 

The rates charged by Oncor are regulated by the PUCT and certain cities and are subject to cost-of-service regulation and annual earnings oversight. 
This regulatory treatment does not provide any assurance os to achievement of earnings levels. Oncoes rates are regulated based on an analysis of Oncoes 
costs and capital structure, as reviewed and approved in a regulatory proceeding. While rate regulation is premised on the full recovery of prudently incurred 
costs and a reasonable rate of return on invested capital, there can be no assurance that the PUCT will judge all of Oncor's costs to have been prudently 
incurred, that the PUCT will not reduce the amount of invested capital included in the capital structure that Oncor's rates are based upon, or that the regulatory 
process in which rates are determined will always result in rates that will produce full recovery of Poem's costs, including regulatory assets reponed in 
Oncoes balance sheet, and the return on invested capital allowed by the PUCT. In January 2011, Oncor filed for a rate review with the PUCT and 203 cities as 
discussed in Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations — Regulatory Matters." In its filing, Oncor 
requested an aggregate annual rate increase of approximately $353 million and a revised regulatory capital structure of 55% debt to 43% equity. The debt-to-
equity ratio established by the PUCT is currently set at 60% debt to 40% equity. We cannot predict the outcome of this rate review. 

In addition, in connection with the Merger, Oncor has made several commitments to the rucr regarding its talcs. For example. Oncor committed that 
it will, in rate cases atter its 2008 general rate case through proceedings initiated prior to December 31, 2012, support a cost of debt that will be no greater 
than thc then-current cost of debt of electric utilities with investment grade credit ratings equal to Oncor's ratings as of October I, 2007 As a result. Oncor 
may not be able to recover all of its debt costs if thcy are above those levels. 
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Ongoing performance improvement initiatives may not achieve desired cost reductions and may instead result in significant additional costs if 
unsuccessful. 

The implementation of performance improvement initiatives identified by management may not produce the desired reduction in costs and if 

unsuctessful. may instead result in significant additional costs as well as significant disruptions in our operations due to employee displacement and the rapid 
pace of changes to organizational structure and operating practices and processes. Such additional costs or operational disruptions could have an adverse 
effect on our businesses and financial prospects. 

Attacks on our infrastructure that breach cyber/data security measures could expose us to significant liabilities and reputation dansage and disrupt 
business operations, which could have a material adverse effect on our financial condition, results of operations and liquidity. 

A breach of cyber/data security measures that impairs our information technology infrastructure could disnipt normal business operations and affect our 
ability to control our generation and transmission and distribution assets, access retail customer information and limit communication with third parties. Any 

loss of confidential or proprietary data through a breach could adversely affect our reputatitin, expose the company to legal claims. impair our ability to 
execute on business strategies and/or materially and adversely affect our financial condition, results of operations and liquidity. 

EYU Energy may lose a significant number of retail customers due to competitive nutrketing activity by other retail electric providers. 

TXU Energy faces competition for customers. Cumpetitors may offer lower priees and other incentives, which, despite TXU Energy's long-standing 
relationship with customers, may attract customers away from TXU Energy. 

In some retail electncity markets, TXU Energy's principal competitor may be the incumbent REP. Thc incumbent REP has the advantage of long-
standing relationships with its customers, Mcluding well-known brand recognition. 

In addition to competition from the incumbent REP. TXU Energy may face competition from a number of other energy service providers, other energy 
industry participants, or nationally branded providers of consumer products and services who may develop businesses that will compete with TXU Energy. 

Some of these competitors or potential competitors may be larger or better capitalized than TXU Energy. If there is inadequate potential margin in these retail 
electricity markets, it may not be profitable for TXU Energy to compete in these markets. 

TXU Energy's retail business is subject to the risk that sensitive customer data may be compromised, which could result in an adverse impact to its 
reputation and/or the results of operations of the retail business. 

TXU Energy's retail business requires access to sensitive customer data in the ordinary course of business. Examples of sensitive customer data are 

names, addresses, account information, historical electricity usage, expected patterns of use, payrnent history, credit bureau data, credit and debit card account 
numbers, drivers license numbers, social security numbers and bank account information. TXU Energy's retail business may need to provide sensitive 

customer data to vendors and service providers who require access to this information in order to provide services, such as call center operations, to the retail 
business. lf a significant breach occurred, the reputation of TXU Energys retail business may be adversely affected, customer confidence may.be  diminished, 
or TXU Energy's retail business may be subject to legal claims, any of which may contribute to the loss of customers and have a negative impact on the 
business and/or results of operations. 
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Tyu Energy relies on the infrastructure of local :talkies or independent transmission system operators to provide electricity to, and to obtain information 
about, its customers. Any infrastructure failure could negatively impact customer satisfaction and could have a material negative impact on its business 
and results of operations. 

TXU Energy depends on transmission and distribution facilities owned and operated by unaffiliated utilities, as well as Oncor's facilities, to deliver the 
electricity it sells to its customers. If transmission capacity is inadequate, TXU Energy's ability to sell and deliver electricity may be hindered, and it may have 
to forgo sales or buy more expensive wholesale electricity than is available in the capacity-constrained area. For example, during some periods. transmission 
access is constrained in some areas of the Dallas-Fort Worth metroplex, where TXU Energy has a significant number of customers. The cost to provide 
service to these customers may exceed the cost to provide service to other customers, resulting in tower profits. In addition, any infrastructure failure that 
interrupts or impairs delivery of electricity to TXU Energy's customers could negatively impact the satisfaction of its customers wtth its service 

TXV Energy offers bundled services to its retail customers, with some bundled services offered at fixed prices and for fixed terms. If TXU Energy's costs 
for these bundled services exceed the prices paid by its customers, its results of operations could be materially adversely affected 

TXU Energy offers its customers a bundle of services that include. at a minimum, electricity plus transmission, distribution and related services. The 
prices TXU Energy charges for its bundle of services or for the various components of the bundle, any of which may be fixed by contract with the customer 
for a period of time, could fall below TXU Energy's underlying cost to provide the components of such services. 

TXU Energy's REP certification is subject to PUCT review, 

The PUCT may at any time initiate an investigation into whether TXU Energy is compliant with PUCT Substantive Rules and whether it has rnet all of 
the requirements for REP certification. including financial requirements. Any removal or revocation of a REP certification would mean that TXU Energy 
would no longer be allowed to provide electricity service to retail customers. Such decertification would have a material and adverse effect on the company 
and its financial prospects. 

Changes in technology or increased electricity conservation efforts may reduce the value of our generation facilities and/or Oncor's electriehy delivery 
facilities and may significantly impact our businesses in other ways as well. 

Research and development activities are ongoing to improve existing and alternative technologies to produce electricity, including gas turbines. fuel 
cells, microturbines, photovoltaic (solar) cells and concentrated solar thermal devices. It is possible that advances in thcsc or other technologies will reduce 
the costs of electricity production from these technologies to a level that will enable these technologies to compete effectively with our traditional generation 
facilities. Consequently, where we have facilities. the profitability and market value of our generation assets could be significantly reduced. Changes in 
technology could also alter the channels through which retail customers buy electricity. To the extent self-gencration facilities bccome a more cost-effective 
option for certain customers. our revenues could be materially reduced. 

Also. electricity demand could be reduced by increased conservation efforts and advances in technology. which could likewise significantly reduce the 
value of our generation assets and electricity delivery facilities. Certain regulatory and legislative bodies have introduced or are considering requirements and/ 
or incentives to reduce energy consumption by a fixed date. Effective energy conservation by our customers could result in reduced energy demand or 
significantly slow the growth in demand. Such reduction in demand could materially reduce our revenues. Furthermore, we may incur increased capital 
expenditures if we are required to invest in conservation measures. 

Our revenues and results of operations may be adversely impacted by decreases in market prica of power due to the development of wind generation 
power sources. 

A significant amount of investment in wind generation in the ERCOT market over the past few years has increased overall wind power generation 
capacity. Generally, the increased capacity has led to lower wholesale electricity prices (driven by lower market heat rates) tn the regions at or near wind 
power development. As a result, the profitability of our generation facilities and power purchase contracts, including certain wind generation powcr purchase 
contracts, has been impacted and could be further impacted by the effects of the Nvind power development, and the value could significantly decrease if wind 
power generation has a material sustained effect on market heat rates. 
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Our revenues and results of operations tnay be adversely impacted by the ERCOT market's recent transition from a zonal to a nodal wholesale market 
structure. 

Substantially all of our competitive businesses are located in the ERCOT market. which has recently transitioned from a zonal market structure with 
four congestion management zones to a nodal market structure that directly manages congestion on a localized basis. In a nodal market, the prices received 
and paid for power are based on pricing determined at specific interconnection points on the transmission grid (i.e., Locational Marginal Filen), which could 
result in lower revenues or higher costs for our competitive businesses. This market structure change could have a significant impact on the profitability and 
value of our competitive businesses depending on how the Locational Marginal Pricing develops, particularly if such development ultimately results in lower 
revenue due to lower wholesale electricity prices, increased costs to service end-user electricity demand or increased collateral posting requirements with 
ERCOT. See Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations — Significant Activities and Events — 
Wholesale Market Design — Nodal Market." 

Our future results of operations may be negatively impacted by settlement adjustments determined by ERCOT related to prior periods. 

ERCOT is the independent system operator that is responsible for maintaining reliable operation of the bulk electric power supply system in the 
ERCOT market. lts responsibilities include the clearing and settlement of electricity voluMes and related ancillary services among the various participants in 
the deregulated Texas market. Settlement information for most operating activity is due from ERCOT within two months after the operating day, and true-up 
settlements are due from ERCOT within six months after the operating day. Likewise. ERCOT has the ability to resettle any operating day at any time alter 
the six month settlement period, usually the result of a lingering dispute, an alternative dispute resolution process or litigated event. As a result, we are subject 
to settlement adjustments from ERCOT related to prior periods, which may result in charges or credits impacting our future reporter' results of operations. 

Our results of operations and financial condition could be negatively impacted by any development or event beyond our control that causes economic 
weakness in the ERCOT market. 

We derive substantially all of our revenues from operations in the ERCOT market, which covers approximately 75% of the geographical area in the 
State of Texas. As a result, regardless of the state of the economy in areas outside the ERCOT market. economic weakness in the ERCOT market could lead 
to reduced demand for electricity In the ERCOT market. Such a reduction could have a material negative impact on our results of operations. liquidity and 
financial condition. 

EFII Corp.'s (or any applicable subsidiary's) credit ratings could negatively affect EFH Corp.'s (or the pertinent stibsidiary's) ability to access capital and 
could require EFH Corp. or its subsidiaries to post collateral or repay certain indebtedness. 

Downgrades in EFH Corp.'s or any of its applicable subsidiaries long-term debt ratings generally cause borrowing costs to increase and the potential 
pool of investors and funding sources to decrease and could trigger liquidity demands pursuant to the terms of new commodity contracts, leases or other 
agreements. Future transactions by EFH Corp. or any of its subsidiaries, including the issuance of additional debt or the consummation of additional debt 
exchanges, could result in temporary or permanent downgrades of EFH Corp.'s or its subsidiaries' credit ratings. 

Most of EFH Corp.'s large customers, suppliers and counterparties require an expected level of creditworthiness in order for them to enter into 
transactions. If EFH Corp.'s (or an applicable subsidiary's) credit ratings decline, the costs to operate its businesses would likely increase because 
counterparties could require the posting of collateral in the form of cash-related instruments-, or counterparties could decline to do business with EFH Corp. 
(or its applicable subsidiary). 
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Market volatility may have Impacts on our businesses and financial condition that we currently cannot predtct. 

Because our operations are capital intensive. we expect to rely over the long-term upon access to financial markets (particularly the attainment of 
lipidity facilities) as a significant source of liquidity for capital requirements not satisfied by cash-on-hand, operating cash flows or our revolving credit 
facilities. The capital and credit markets experienced exneme volatility and disruption in 2008 and 2009. Our ability to access the capital or credit markets 
may be severely restricted at a time when we would like, or need, to access those markets, which could have an impact on our flexibility to react to changing 
economic and business conditions. In addition, the cost of debt financing may be materially impacted by these market conditions. Accordingly, there can be 
no assurance that the capital and credit markets will continue to be a reliable or acceptable source of short-term or long-term financing for us. Additionally. 
disruptions in the capital and credit markets could have a broader impact on the economy in general in ways that could lead to reduced electricity usage. 
which could have a negative Impact on our revenues. or have an impact on our customers, counterparties and/or lenders, causing them to fail to meet their 
obligations to us 

Our liquid4 needs could be difficult to satisfy, particularly during times of uncerrahtty in the financial markets and/Ur during times when there are 
significant changes in conmwdity prices. The inability to access liquidity, particularly unfavorable terms, could materially adversely affect results of 
operations and/or financial condition. 

Our businesses are capital intensive. We rely on access to financial markets and liquidity facilities as a significant source of liquidity for capital 
requirements not satisfied by cash-on-hand or operating cash flows. The inability to raise capital on favorable terms or access liquidity facilities, particularly 
during times of uncertainty similar to those experienced in the financial markets in 2008 and 2009. could impact our ability to sustain and grow our businesses 
and would likely increase capital costs. Our access to the financial markets and liquidity facilities could be adversely impacted by various factors. such as: 

• changes in financial markets that reduce available credit or the ability to obtain or renew liquidity facilities on acceptable terms; 

• economic weakness in the ERCOT or general US market; 

• changes in interest rates; 

• a deterioration of EFH Corp.'s credit or the credit of its subsidiaries or a reduction in EFH Corp.'s or its applicable subsidiaries credit ratings; 

a deterioration of the credit or bankmptcy of one or more lenders or counterparties under our liquidity facilities that affects the ability of such 
lender(s) to make loans to us; 

volatility in commodity prices that increases margin or credit requirements; 

a material breakdown in our risk management procedures, and 

the occurrence of changes in our businesses that restrict our ability to access liquidity facilities. 

Although we expect to actively manage the liquidity exposure of existing and future hedging arrangements, given the size of the long-term hedging 
program, any significant increase in the price of natural gas could result in us being required to provide cash or letter of credit collateral in substantial 
amounts. While these potential posting obligations are primarily supported by the liquidity facilities, for certain transactions there is a potential for the timing 
of postings on the commodity contract obligations to vary from the timing of borrowings from the TCEH Commodity Collateral Posting Facility. Any 
perceived reduction in our credit quality could result in clearing agents or other cournerparties requesting additional collateral. We have credit concentration 
risk related to the limited number of lenders that provide liquidity to support our hedging program. A deterioration of the credit quality of such lenders could 
materially afTect our ability to continue such program on acceptable terms. An event of default by one or more of our hedge counterparties could result in 
termination-related settlement payments that reduce available liquidity if we owe amounts related to commodity contracts or delays in receipts of expected 
settlements if the hedge counterparties owe amounts to us These events could have a material negative impact on our results of operations, liquidity and 
financial condition. 

ltu thc event that the governmental agencies that regulate the activities of our businesses determine that the creditworthiness of any such business is 
inadequate to support our activities, such agencies could require us to provide additional cash or lcuer of credit collateral in substantial amounts to qualify to 
do business. 
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In the event our liquidity facilities are being used largely to support the long-term hedging program as a result of a significant increase in the price of 
natural gas or significant reduction in credit quality, we may have to forego certain capital expenditures or other investments in our competitive businesses or 
other business opportunities. 

Further, a lack of available liquidity could adversely impact the evaluation of our creditworthiness by countcrparties and rating agencies. In particular, 

such concerns by existing and potential counterparties could significantly limit TCEH's wholesale markets activities, including its long-term hedging program 

The costs of providing pension and OPEB and related funding requirements are subject to changes in pension fund values, changing demographics and 
fluctuating actnarial assumptions and inay have a material adverse effect on our results of operations, liquidity and financial condition. 

We provide pension benefits based on either a traditional defined benefit formula or a cash balance formula and also provide certain health care and life 
insurance benefits to eligible employees and their eligible dependents upon the retirement of such employees. Our costs of providing such benefits and related 

funding requirements are dependent upon numerous factors, assumptions and estimates and are subject to changes in these factors, assumptions and estimates, 
including the market value of the assets funding the pension and OPEB plaits. Fluctuations in financial market returns as well as changes in general interest 
rates may result in increased or decreased benefit costs in future periods. 

The values of the investments that fund our pension and OPEB plans are subject to changes in financial market conditions, such as the substantial 
dislocation that began in 2008. Significant decreases in the values of these investments could increase the expenses of the pension plan and the costs of the 

OPEB plans and related funding requirements in the future. Our ccists of providing such benefits and related fimding requirements are also subject to changing 
employee demographics (including but not limited to age, compensatiort levels and years of accredited sCrvice), the level of contributions made to retiree 

plans. expected and actual earnings on plan assets and the discount rates used in determining the projected benefit obligation. Changes made to the provisions 
of the plans may also impact current and future benefit costs. Fluctuations in`financial market retums as well as changes in general interest rates may result in 

increased or decreased benefit costs in future periods. See Note 20 to Financial Statements fur further discussion of our pension and OPEB plans. 

As was die case in rhe third quarter 2010 (as discussed in Note 4 to Financial Statements), goodwill and/or other intangible assets not subject to 
amortization that we have recorded in connection with the Merger are subject to at kust annual impairment evaluations, and as a residt, we could be 
required to write off some or all of this goodwill and other intangible assets, which may cause adverse inipacts on our results of operations and financial 
condition. 

In accordance with accounting standards, goodwill and certain other indefinite-lived intangible assets that are not subject to amortization are reviewed 

annually or more frequently for impairment, if certain conditions exist, and may be impaired. Any reduction in or impairment of the value of goodwill or other 
intangible assets will result in a charge against earnings, which could cause a material adverse impact ort our reported results of operations and financial 
position. 

The loss of the services of our key management and personnel could adversely affect our ability to operate our businesses. 

, 	Our future success will depend on our ability to continue to attract and retain highly qualified personnel. We compete for such personnel with many 
'other companies, in and outside our industry, government entities and other organizations. We may not besuccessful in retaining current personnel or in 
hiring or retaining qualified personnel in the future. Our failure to attract new personnel or retain existing personnel could have a material adverse effect on 
our businesses. 
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The Sponsor Group controls and may have conflicts of interest with us ifl the future. 

The Sponsor Group indirectly owns approximately 60% of EFH Corp.'s capital stock on a fully-diluted basis through its investment in Texas Holdings 
As a result of this ownership and the Sponsor Group's ownership in interests of the general partner of Texas Holdings, the Sponsor Group has control over 
decisions regarding our operations, plans, strategies. finances and structure, including whether to enter into any corporate transaction, and will have the ability 
to prevent any transaction that requires the approval of ILFH Corp.'s shareholders. 

Additionally, each member of the Sponsor Group is in the business of making investments in companies and may from time to time acquire and hold 
interests in businesses that compete directly or indirectly with us. Members of the Sponsor Group may also pursue acquisition opportunities that may be 
complementary to our businesses and, as a result, those acquisition opportunities may not be available to us. So long as the members of Me Sponsor Group, or 
other funds controlled by or associated with the members of the Sponsor Group, continue to indirectly own, in the aggregate, a significant amount of the 
outstanding shares of EFH Corp.'s common stock, even if such amount is less than 50%, the Sponsor Group will continue to be able to strongly influence or 
effectively control our decisions. 

Item 18. 	UNRESOLVED STAFF COMMENTS 

None. 
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Item 3. , LEGAL PROCEEDINGS 

Litigation Related to Generation Facilities 

in November 2010, an administrative appeal challenging the decision of the TCEQ to renew and amend Oak Grove Management Company LLC's (Oak 
Grove) (a wholly-owned subsidiary of TCEH) Texas Pollutant Discharge Elirnination System (TPDES) permit related to water discharges was filed by 
Robertson County: Our Land, Our Lives and Roy Henrichson in the Travis County, Texas District Court. Plaintiffs seek a reversal of the TCEQ's order and a 
remand bacic to the TCEQ for further proceedings. In addition to this administrative appeal, in November 2010, two other petitions were tiled in Travis 
County, Texas District Court by Sustainable Energy and Economic Development Coalition and Paul and Lisa Rolke, respectively, who were non-parties to thc 
administrative hearing before the State Office of Administrative Hearings, challenging the TCEQ's decision to renew and amend Oak Groves TPDF.S permit 
and asking the District Court to remand the matter to the TCEQ for further proceedings. Although we cannot predict the outcome of these proceedings, we 
believe that the renewal and amendment of the Oak Grove TPDES permit are protective of the environment and that the application for and the processing of 
Oak Grove's TPDES permit renewal and amendment by the TCEQ were in accordance with applicable law. There can he no assurance that the outcome of 
these matters would not result in an adverse impact on our financial condition, results of operations or liquidity. 

In September 2010, the Sierra Club filed a lawsuit in the US District Corm for the Eastern District of Texas (Texarkana Division) against EFH Corp. 
and Luminant Generation Company LLC (a wholly-owned subsidiary of TCEH) for alleged violations of the Clean Air Act at Luminant's Martin I.ake 
generation facility. While we are unable to estimate any possible loss or predict the outcome of the litigation, we believe that the Sierra Club's claims are• 
without merit, and we intend to vigorously defend this litigation. In addition, in February 2010, the Sierra Club informed Luminant that it may sue Luminant, 
after the expiration of a 60-day waiting period, for allegedly violating federal Clean Air Act provisions in connection with Luminant's Big Brown generation 
facility. Subsequently, in December 2010, Sierra Club informed Lumina that it may sue Luminant, after the expiration of a 60-day waiting period, for 
allegedly violating federal Clean Air Act provisions in connection with Luminanfs Monticello generation facility. We cannot predict whether the Sierra Club 
will actually file suit or the outcome of any resulting proceedings. 

Regulatory Reviews 

In June 2008, the EPA issued a request for information to TCEI4 under the EPA's authority under Section 114 of the Clean Air Act. The stated purpose 
of the request is to obtain information necessary to determine compliance with the Clean Air Act, including New Source Review Standards and air permits 
issued by the TCEQ for the Big Brown, Monticello and Martin Lake generation facilities. Historically, as the EPA has pursued its New Source Review 
enforcement initiative, companies that have received a large and broad request undcr Section 114, such as the request received by TCEH, have in many 
instances subsequently received a notice of violation from the EPA, which has in some cases progressed to litigation or settlement. The company is 
cooperating with the EPA and is responding in good faith to the EPA's request, but is unable to predict the outcome of this matter.' 

Other Proceedings 

In addition to the above, we arc involved in various other legal and administrative proceedings in the normal course of business, the ultimate resolution 
of which, in the opinion of management, should not have a material effect on our financial position. results of operations or cash flows. 

Item 4. 	(REMOVED AND RESERVED) 
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PART H 

Item S. 	MARKET FOR REGISTRANT'S COMMON I,QUITY. RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF 
EQUITY SECURITIES 

As a result alba Merger, Ent Corp.'s common stock is privately held, and there is no established public trading market for EFH Corp.'s comrnon 
stock. 

See Note 13 to Financial Statements for a description of the restrictions on EFH Corp.'s ability to pay dividends. 

The mimber of holders of the common stock of EFH Corp. as of February 15, 2011 was 119. 
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Item 6. 	SELECTED FINANCIAL DATA 

EFH CORP. AND SUBSIDIARIES 
SELECTED FINANCIAL DATA 
(millions of dollars, except ratios) 

'Successor Predecessor 

Vest. Ended December 31, 

Period from 

October 11, 

2007 through 

December 31, 

2007 

Period from 

January 1, 

2007 through 	" 

October 10, 

2007 

Year Ended 

December 31, 

2006 2010 2009 2001 

OperatIng revenues $ 	8.235 $ 9.546 $ 	11,364 $ 	.1.994 8,044 $ 	10303 
income (loss) from continuing operations 	, (2.812) 408 (9,998) (1,361) 699 2,465 
Income from discontinued operations, net of tax effect — — — I 24 87 
Net income (loss) (2.812); 408 (9,998) (1,360) 723 2,552 
Net (income) loss attributable to noncontrolling interests — (64) 160 — 
Net incorne (loss) attributable to EFH Corp. (2.812) 344 (9,838) (1,360) 723 2,552 
Ratio of earnings to fixed charges (a) — 1,24 _ _ 2 30 5.11 
Capital expenditurei, includmg nuclear fbel 944 $ 2,545 $ 	3,015 $ 	716 2,542 $, 	2,337 

See Notes to Financial Statements. 

45 

0001191 



^ 

t'Intena. 

EFH CORP. AND SUBSIDIARIES 
SELECTED FINANCIAL DATA (CONTINUED) 

(millions of dollars, except ratios) 

Successor Predecmor 
As of December 31, A. of 

December 31, 
2006 2010 2009 2000 2001 

Total assets $ 	46.388 S 	59,662 $ 	59.263 S 	64.804 27.216 
Property, plant it: equipment — net S 	20.366 $ 	30,108 $ 	29.522 $ 	28,650 18,569 
Goodwill and intangible assets $ 	8,552 $ 	17,192 S 	17,379 $ 	27,319 729 

Capitalization 
Long-term debt, less amounts due currently $ 	34,226 S 	41,440 $ 	40.838 $ 	38,603 10.631 
EFH Corp. common stock equity (5,990) (3,247) (3,673) 6,685 2.140 
Noncontrolling intetests in subsidiaries 79 1.411 1.355 

Total $ 	28.315 L.1,2a L...1,522 1._.4.1.21.2. 12 771 

Capitaiization ratios 
Long-term debt, less amounts due currently 120.94. 104.6% 106.0% 852% 83.2. 
EFH Corp. common stock equity (21.2) (8 2) (9.5) 14.8 16 8 
Noncontrolling interests in subsidiai ies 0.3 3.6 3.5 — 

Total 100.0°. 100.0% 100.0% 100.0% 100.0% 

Short-term borrowings $ 	1.221 $ 	1,569 $ 	1,237 $ 	1,718 1,49 k 
Long-tenn debt due cunently $ 	669 $ 	417 $ 	385 $ 	513 485 

(a) 	Fixed charges exceeded "earninge by $2.531 billion. $10.469 billion and 52.034 billion for the years ended December 31, 2010 and 2008 and for the 
period from October 11, 2007 through December 31. 2007, respectively. 

Note: Although EFH Corp. continued as the same legal entity after the Merger, its "Selected Financial Data" for periods preceding the Merger and for periods 
succeeding the Merger are presented as the consolidated financial statements of the "Predecessor" and the "Successor, respectively. See Note I to Financial 
Statements "Basis of Presentation." The consolidated financial statements of the Successor reflect the application of "purchase accounting." Results for 2010 
reflect the prospective adoption of amended guidance regarding consolidation accounting standards related to variable interest entities that resulted in the 
deconsolidation of Oncor Holdings as discussed in Note 3 to Financial Statements and amended guidance regarding transfers of financial assets that resulted 
in the accounts receivable securitization program no longer being accounted for as a sale of accounts receivable and the funding under thc program now 
reported as short-term borrowings as discussed in Note 10 to Financial Statements. Results for 2010 were significantly impacted by a goodwill impairment 
charge as discussed in Note 4 to Financial Statements. Results for 2008 were significantly impacted by impairment charges related to goodwill, trade name 
and emission allowances intangible assets and natural gas-fueled generation facilities as discussed in Notes 4 and 5 to Financial Statements. 
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Quarterly Information (Unaudited) 

Results of operations by quarter are summarized below. In our opinion, all adjustments (consisting of normal recurring accruals) necessary for a fair 
statement of such amounts have been made. Quarterly results are not necessarily indicative of a full year's operations because of seasonal and other factors. 
All amounts are in millions of dollars. 

2010: 

First 

Quater 

Second 

Quarter 

Third 

Quarter (a) 

Fourth 

t_cdtter 

Operating revenues $ 	I 1  999 ---..-- • $ 	1.993 $ 	- 2,.602, 1.......Lat 

355 J426) J2.902) 161 Net income (loss) 

Net income (loss) attributable to EFH Corp. $ 	355 $ 	- 	(426.) $  (2 902) 5 	161  

2009: 

First 

Quarter (a) 

Second 

Quarter 

Third 

Quarter 

Fourth 

Quirter 

Operating revenues 
i  2332 5 	2,342 S 	2,885 $ 	2.180 

454 (139) (54) 147 Net income (loss) 
Net income attributable to noncontrolling interests (12) 16) 26) (10) 
Nct income (loss) attributable to EFli Corp. $ 442 1_(1.51) .$(1(2) S 	137 

(a) 	Net income (loss) amounts include the effects of impairrnent charges related to -goodwill (see Note 4 to Financial Statements). 
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Item 7. 	NIANAGEMENrS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following discussion and analysis of our financial condition and results of operations for the fiscal years ended December 31. 2010, 2009 and 2008 
should be read in conjunction with Selected Financial Data and our audited consolidated financial statements and the notes to those statements. 

All dollar amounts in the tables in the following discussion antl analysis arc stated in millions of US dollars unless otherwise indicated. 

Business 

We arc a Dallas, Texas-based holding company with operations consisting principally of our TCEH and Oncor subsidiaries. TCEH is a holding 
company for subsidiaries engaged in competitive electricity market activities largely in Texas including electricity generation, wholesale energy sales and 
purchases, commodity risk management and trading activities, and retail electricity sales. Oncor is a majority-owned (approximately 80%) subsidiary engaged 
in regulated electricity transmission and distribution operations in Texas. Various "ring-fencing" measures have been taken to enhance the credit quality of 
Oncor. See Notes 1 and 3 to Financial Statements for a description of the material features of these "ring-fencing" measures and for a discussion of the 
deconsolidation of Oncor (and its majority ownet, Oneor Holdings) m 2010 as the result of a change in accounting principles. 

Operating Segmenn 

We have aligned and report our business activities as two operating segments: the Competitive Electric segment and the Regulated Delivery segment. 
The Competitive Electric segment is principally comprised orl'CEH. The Regulated Delivery segment is comprised of Oncor Holdings and its subsidiaries. 
See Notes I and 3 to Financial Statements for discussion of the deconsolidation of Oncor Holdings and it subsidiaries in 2010. 

See Note 23 to Financial Statements for further information regarding reportable business segments. 

Significant .4crivities and Events 

Natural Gas Prices and Long-Term Hedging Program — TCEH has a long-term hedging program designed to reduce exposure to changes in future 
electricity prices due to changes in the price of natural gas. Under the program, the company has entered into market transactions involving natural gas-related 
financial instruments, and as of December 31, 2010, has effectively sold forward approximately l.0 billion MME3tu of natural gas (equivalent to the natural 
gas exposure of approximately 125.000 GWh at an assented 8.0 market heat rate) for the period frorn January 1, 2011 through December 31, 2014 at weighted 
average annual hedge prices ranging from S7.19 per MMBtu to S7.80 per MMI3tu. 

These transactions, as well as forward power sales, have effectively hedged an estimated 62% of the natural gas price exposure related to TCEFfs 
expected generation output for the period beginning January 1, 2011 and ending December 31, 2014 (on an average basis for such period and assuming an 8 0 
market hcat rate). The hedges were entered into with the continuing expectation that wholesale electricity prices in ERCOT will be highly correlated with 
natural gas prices, which is expected to be the marginal fuel for the purpose of setting electricity prices approximately 75% to 90% of the time. If the 
correlation changes in the future, the cash flows targeted under the long-tenn hedging program may not be achieved. 

1 he long-term hedging program is comprised primarily of contracts v.ith prices based on the New York Mercantile Exchange (NYMEX) Henry Hub 
pricing point However, because there are other local and regional natural gas pricing points such as Houston Ship Channel, future wholesale power prices in 
ERCOT may not correlate as closely to the Hemy Hub pricing as other pricing points, which could decrease the effectiveness of the positions in the long-term 
hedging program in mitigating power pnce exposure. The company has hedged more than 95°11 of the Houston Ship Channel versus Henry Hub pricing point 
risk for 2011. 
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The company has entered into related put and call transactions (referred to as collars), primarily for 2014, that effectively hedge natural gas prices 
within a range. These transactions represented 11% of the positions in the long-term hedging program as of December 31, 2010, with the approximate 
weiehtcd average strike prices under the collars being a floor of $7.80 per MMBtu and a ceiling of $11.75 per MMBtu. The company expects to use financial 
instruments. including collars, in future hedging activity under the long-term hedging program. 

The following table summarizes the natural gas hedges in the long-term hedging program as of December 31, 2010: 

Measure 2011 2012 2013 2014 Tntal 
Natural gas hedge volumes (a) mm MMI3tu —220 —398 —282 —110 —1,010 
Weighted average hedge price (b) S/MMBtu —7 56 —7.36 —7.19 —7.80 
Weighted average market price (c) S/MMBtu —4.55 —5.08 —5.33 —5.49 

(a) Where collars are reflected, the volumes are estimated based on the natural gas price sensitivity (i.e., delta 'position) of the derivatives The notional 
volumes for collars are approximately 150 million MMBtu, which corresponds to a delta position of approximately 110 million MMBtu in 2014 

(b) Weighted average hedge prices are based on NYMEX Henry Hub prices of forward natural gas sales positions in the long-term hedging program 
(excluding the impact of offsetting purchases for rebalancing and pricing point basis transactions). Where collars are reflected, sales price represents the 
collar floor price. 

(c) Based on NYlvIEX Ilenry Hub prices. 

Changes in the fair value of the instruments in the long-term hedging program arc lacing recorded as unrealized gains and losses in net gain (loss) from 
commodity hedging and trading activities in the statement of income, which has and could continue to result in significant volatility in reported net income. 
Based on the size of the long-term hedging program as of December 31, 2010, a SI.00/MMBtu change in natural gas prices across the hedged period would 
result in the recognition of up to SI 0 billion in pretax unrealized mark-to-market gains or losses. 

Unrealized mark-to-market net gains related to the long-term hedging program are as follows: 

Tear Ended December 31. 

2010 • 2009 2008 
Effect of natural gas market price changes on open positions $ 2.317 $ 	1.857 $ 	2,483 
Reversals of previously recorded amounts on positions settled (1.152) (750) 101 

Total unrealized effect (pre-tax) $ 	1,165  S 	1.107 $ 	2.587 

The cumulative unrealized mark-lo-market net gain related to positions in the long-term hedging program totaled $3 143 billion and SI 978 billion as of 
December 31, 2010 and 2009, respectively. See discussion below under "Results of Operations" for realized net gains from hcdging activities, which amounts 
are largely related to thc long-term hedging program. 

Given the volatility of natural gas prices, it is not possible to predict future reported unrealized mark-to-market gains or losses and the actual gains or 
losses that will ultimately be realized upon settlement of the hedge positions in future years If natural gas prices at settlement are lower than the prices of the 
hedge positions, the hedges are expected to mitigate thc otherwise neeative effect on earnings of lower wholesale electricity prices. However, if natural gas 
prices at settlement are higher than the prices of the hedge positions. the hedges arc expected to dampen the othenvise positive effect on eamings of higher 
wholesale electricity prices and will in this context be viewed as having resulted in an opportunity cost. 
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Tlie significant cumulative unrealized mark-to-market net gain related to positions in the long-term hedging program reflects declining forward market 
natural gas prices Forward natural gas prices have generally trended downward since mid-2008 as shown in the table of tbrward NYMEX Henry Hub natural 
gas prices below. While the long-tcrm hedging program is designed to mitigate the effect on earnings of low wholesale electricity prices, depressed forward 
natural gas prices are challenging to thc long-term profitability of our generation assets. Specifically, these lower natural gas prices and the correlated effect in 
ERCOT on wholesale power prices could have a material adverse impact on thc overall profitability of our generation assets for periods in which we have less 
significant hedge positions e., beginning in 2013). In addition, a continuation or worsening of these market conditions would !Unit our ability to hedge our 
wholesale electricity revenues at sufficient price levels to support our interest payments and debt maturities and could adversely impact our ability to 
refinance the TCE11 Revolving Credit Facility that matures in October 2013 and/or our substantial long-term debt that matures in 2014. 

Also see discussion below regtuding the goodwill impaimient charge recorded in the third quarter 2010. 

Pate 

Forward Market Prices for Calendar Year (SIMMBtu) (a) 

2010 0) 2011 2012 2013 2014 

June 30, 2008 $ 	11.24 $ 	10.78 $ 	10.74 S 	10.90 $ 	11.12 
September 30, 2008 S 8 58 S 8 54 $ 8.41 $ 8.30 $ 8.30 
December 31, 2008 $ 7.13 $ 7.31 $ 7 23 S 7.15 $ 7.15 
March 31, 2009 $ 5.93 $ 6.67 $ 6.96 $ 7 I I $ 7.18 
June 30. 2009 S 6.06 $ 6 89 $ 7.16 $ 7.30 s 7.43 
September 30, 2009 S 6.21 S 6 87 $ 7.00 $ 7.06 S 7.17 
December 31, 2009 $ 5.79 $ 6.34 $ 6.53 $ 6.67 $ 6.84 
March 31, 2010 $ 4.27 $ 5.34 $ 5.79 $ 6.07 S 6.36 
June 30, 2010 $ 4.82 $ 5 34 $ 5.68 $ 5.89 S 6.10 
Septernber 30, 2010 $ 3.94 $ 4.44 $ 5.07 $ 5.29 $ 5.42 
December 31, 2010 S - $ 4.55 $ 5.08 $ 5.33 $ 5.49 

(a) Based on NYMEX Henry Hub pnces. 
(b) For September 30, 2010. June 30, 2010 and March 31. 2010, natural gas prices for 2010 represent the average of forward prices for October through 

December, July through December and April through December, respectively 

As of December 31, 2010, more than 95% of the long-term hedging program transactions were directly or indirectly secured by a first-lien interest in 
TCEI-fs assets (including the transactions supported by the TCEH Commodity Collateral Posting Facility - see discussion below under "Financial Condition 
- Liquidity and Capital Resources') thereby reducing the cash and letter of credit collateral requirements for the hedging program. 

See discussion below under "Key Risks and Challenges," specifically, "Substantial Leverage, Uncertain Financial Markets and Liquidity Risk" and 
"Natural Gas Price and Market Heat Rate Exposure." 

Impairment of Goodwill - In the third quarter 2010, we recorded a $4.1 billion noncash goodwill impairment charge (which was not deductible for 
income tax purposes) related to the Competitive Electric segment. The write-off reflected the estimated effect of lower wholesale power prices on the 
enterprise value of the Competitive Electric segment, driven by the sustained decline in tbrward natural gas prices as discussed above. Recorded goodwill 
related to the Competitive Electric segment totaled $6.2 billion as of December 31, 2010. 

The noncash impairment charge did not cause EFH Corp. or its subsidiaries to be in default under any of their respective debt covenants or impact 
counterparty trading agreements or have a material impact on liquidity. 

See Note 4 to Financial Statements and "Application of Critical Accounting Policies" below for more information on goodwill impairment charges. 
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Liability Management Program As of December 31, 2010, F.FH Corp. and its subsidiaries (excluding Oncor and its subsidiaries) had S35.5 billion 
aggregate principal amount of long-term debt outstanding. The majority of that amount matures during the period 2014 to 2017, and the TCEH Revolving 
Credit Facility matures in October 2013. In October 2009, we impkmented a liability management program focused on improving our balance sheet by 
reducing debt and extending debt maturities through debt exchanges, repurchases and issuances. Activities under the liability management program do not 
include debt issued by Oncor or its subsidiaries. 

The following table details our debt exchange and repurchase activities in the year ended December 31, 2010 and since the inception of our liability 
management program in October 2009 (debt amounts arc principal amounts): 

Securth 

Year Ended 

December 31.2010 Since !iteration 

Debt 	- 

Acquired 

Debt Issued/ 

Cub Paid 

Debt 

` 

Acquired 

Debt lamed/ 

Caah Paid 
El' 11 Corp 10.875% Notes due 2017 $ 	1,472 $ 	— $ 	1,641 $ 	— 
EFH Corp. Toggle Notes due 2017 2,420 — 2,432 — 
EFH Corp. 5.55% Series P Senior Notes due 2014 549 — 566 — 
EFH Corp. 6.50% Series Q Senior Notes due 2024.  — — 10 — 
EFH Corp. 6.55% Series R Senior Notes due 2034 • — — 6 — 
TCEH 10 25% Notes due 2015 1,692 — 1,835 — 
TCEH Toggle Notes due 2016 751 — 751 — 
Term Loans under the TCEH Senior Secured Facilities due 2014 20 20 — 
EFH Corp. and EFIH 9.75% Notes due 2019 — — - 256 
EFH Corp 10% Notes due 2020 — 561 561 
EFIH 10% Notes due 2020 2,180 2,180 
TCEH 15% Notes due 2021 — 1.221 — 1,221 
Cash paid, including use of proceeds from debt issuances in 2010 (a) — 1.042 — 1 (142 

Total S 	6.904 $ 	5.004 $ 	7.261 $ 	5.260 

(a) 	Includes 595 million of the proCeeds from the issuance of $500 million principal amount of EFH Corp. 10% Notcs in January 2010 and $290 million of 
the proceeds from the issuance of S350 million principal amount of TCEH 15% Senior Secured Second Lien Notes in October 2010 

Since inception, the transactions resulted in the capture of $2 billion of debt discount and aggregate projected interest savings (pre-tax) over five years 
of approximately $1.2 billion, the majority of which represents interest on the EFH Corp. and TCEH Toggle Notes. 

No liability management transactions were completed in 2011 through February 15. 

See Note II to Financial Statements for further discussion of the transactions completed tinder our liability management program. 
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Wholesale Market Design— Nodal Market — In accordance with a rule adopted by the PUCT in 2003, ERCOT developed a new wholesale market, 
using a stakeholder process, designed to assign congestion costs to the market participants causing the congestion. The nodal market design was implemented 
December I, 2010. Under this new market design, ERCOT. 

• establishes nodes, which are metered locations across the ERCOT grid, for purposes of more granular price determination: 

• operates a voluntary "day-ahead electricity marker for forward sales and purchases of electricity and other related transactions, in addition to the 
existing "real-time marker that primarily functions to balance power consumption and generation; 

• establishes hub trading prices, which represent the average of certain node prices within fuur major geographic regions, at which participants can 
hedge or trade power under bilateral contracts, 

• establishes pricing for load-serving entities based on weighted-average node prices within new geographical load-zones, and 

• provides congestion revenue rights. which are instruments auctioned by ERCOT that allow market participants to hedge price differences 
between settlement points. 

ERCOT previously had a zonal wholesale market structure consisting of four geographic zones. The new location-hased connestion-management 
market is referred to as a "nodal" market because wholesale pricing differs across the various nodes on the transmission grid instead of across the geographic 
zones. There are over 500 nodes in the ERCOT market. The nodal rnarket design was implemented in conjunction with transmission improvements designed 
to reduce current congestion. We are fully certified to participate in both the "day-ahead" and "real-time markets." Additionally. all of our operational and 
mothballed generation assets and our qualified scheduling entities are certified and operate in the nodal market. While the initial implementation of the nodal 
market has not had a material impact on our profitability, we cannot predict thc ultimate impact of the market design Oil our operations or financial results, 
and it could ultimately have an adverse impact on the profitability and value of our competitive business and/or our liquidity. particularly if such change 
ultimately results in lower revenue due to lower wholesale power prices. increased costs to service end-user electricity demand or increased collateral posting 
requirernents with ERCOT. The opening of the nodal market resulted in an increase of approximately $200 million in the amount of letters of credit posted 
with ERCOT to support our market participatton. 

As thicussed above, the nodal market design includes the establishment of a "day-ahead marker and hub trading prices to facilitate hedging and trading 
of electricity by participants. Under the previous zonal market. volumes under our nontrading bilateral purchase and sales contracts, including contracts 
intended as hedges, were scheduled as physical power with ERCOT and, therefore, reported gross as wholesale revenues or purchased power costs. In 
conjunction with the transition to the nodal market, unless the volumes represent physical deliveries to retail and wholesale customers or purchases from 
counterpanies, these contracts are reported on a net basis in the income statement in net gain/(loss) from commodity hedging and trading activities. As a result 
of these changes, reported wholesale revenues and purchased power costs in 2011 will be materially less than amounts reported in prior periods. 

TCER Interest Rate Swap Transactions — As of December 31, 2010, TCEH had entered into a series of interest rate swaps that effectively fix the 
interest rates at between 7.3% and 8.3% on $15.80 billion principal amount of its senior secured debt maturing from 2011 to 2014. Swaps related to an 
aggregate $500 million principal amount of debt expired in 2010, anti no swaps were entered into in 2010. Taking into consideration these swap transactions, 
13% of our total long-term debt portfolio as of December 31, 2010 was exposed to variable interest rate risk. As of December 3 I, 2010, TCEH also entered 
into interest rate basis swap transactions, which further reduce the fixed (through swaps) borrowing costs, related to an aggregate of $15.20 billion principal 
amount of senior secured debt, including swaps entered into in 2010 related to $2.55 billion principal amount of debt. Swaps related to an aggregate S3.60 
billion principal amount of debt expired in 2010. We may enter into additional interest rate hedges from time to time. 
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Unrealized mark-to-market net gains and losses related to all TCE11 interest rate swaps, which are reported in interest expense and related charges, 
totaled $207 million in net losses for the year ended December 31, 2010 and $696 million in net gains for the year ended December 31. 2009. The cumulative 
unrealized mark-to-market net liability related to all TCEH interest rate swaps totaled $1.419 billion and $1.212 billion as of December 31, 2010 and 2009, 
respectively, of which $105 rnillion and $194 rnillion (both pre-tax), respectively, was repotted in accumulated other comprehensive income. These fair 
values can change materially as market conditions change, which could result in significant volatility in reported net income. See discussion in Note 11 to 
Financial Statements regarding interest rate swap transactions. 

Texas Generation Facilities Development — TCEH has completed a program to develop three lignite-fueled generation onits (2 units at Oak Grove 
arid 1 unit at Sandow) in Texas with a total estimated capacity of approximately 2,200 MW. The Sandow and first Oak Grove units achieved substantial 
completion (as defined in the EPC agreement) in the fourth quarter 2009, arid the second Oak Grove unit achieved substantial combletion (as defined in the 
EPC agreement) in the second quarter 2010. We began depreciating the units and recognizing revenues and fuel costs for accounting purposes in those 
respective periods. Aggregate cash capital expenditures for these three units totaled approximately $3.25 billion including all construction, site preparation 
and mining development costs. Total recorded costs, including purchase accounting fair value adjustments and capitalized interest, totaled approximately $4.8 
billion. 

Idling of Natural Gas-Fueled [Min — in December 2010, after receiving approval from ERCOT, we retired eight previously mothballed natural gas-
fueled units totaling 2,633 MW of capacity (2,777 MW installed nameplate capacity). We also retired an additional natural gas-fueled unit with I 12 MW of 
capacity (l15 MW installed nameplate capacity) in December 2010 upon expiratiun of an RMR (operational standby) agreement (discussed below) related to 
the unit. No Impairment was recorded as a result of the retirements. In September 2010, after receiving approval from ERCOT, we mothballed (idled) four of 
our natural gas-fueled units totaling 1,856 MW of capacity (1,933 MW installed nameplate capacity). in 2009 we retired 10 units totaling 2,114 MW of 
capacity (2,226 MW installed nameplate capacity), mothballed three units totaling 1.081 MW capacity (1,135 MW installed nameplate capacity) and entered 
into RNIR agreements with ERCOT for two units totaling 627 MW capacity (655 MW installed nameplate capacity). Upon expiration of the RMR agreements 
in December 2010, we retired the unit discussed above and mothballed the other unit. 

As of December 31, 2010, TCEH's operational fleet of natural gas-fueled generation facilities, which are generally used as peaking resources, consists 
of 14 units totaling 2,187 NM installed nameplate capacity, excluding eight units d'perated for unaffiliated parties and four mothballed units. 

Global Climate Change and Other Environmental Matters — See Items l and 2 "Business and Properties — Env i ronmental Regulations and Related 
Considerations" for discussion of global climate change and various other environmental rnatters and their effects on the company. 

Oncor Technolov Initiatives 	Oncor continues to invest in technology initiatives that include development of a modernized grid through the 
replacement of existung meters with advanced digital metering equipment and development of advanced digital communication, data management, real-time 
monitoring and outage detection capabilittes. This modernized grid is expected to produce electricity service reliability improvements and provide the 
potential for additional products anti servIces from REPs that will enable businesses and consumers to better manage their electricity usage and costs. Oncor's 
plans provide for the full deployment of over three million advanced meters to all residential and inost non-residential retail electricity customers in Oncor's 
service area. The advancert meters can be read remotely, rather than by a meter reader physically visiting the location of each mcier. Advanced meters 
facilitate automated demand side management, which allows consumers to monitor the amount of electricity they arc consuming and adjust their electricity 
consumptIon habits. 

As of December 31. 2010, Oncor has installed approximately 1,514,000 advanced digital meters, including approximately 854.000 during the year 
ended December 31, 2010. As the new meters are integrated, Oncor reports I5-minute interval, billing-quality electricity consumption data to ERCOT for 
market settlement purposes. The data makes it possible for REPs to suppirt new programs and pricing options. Cumulative capital expenditures for the 
deployment of the advanced meter system totaled S360 million as of December 31, 2010. Oncor expects to complete installations of the remaining 
approximately 1 5 million advanced meters by the end of 2012. 

Oncor Matters with the MGT — See discussion of these matters, including the construction of CREZ-related transmission lines, below under 
"Regulatory Matters.° 
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