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The EFH Corp. 10% Notes were issued in private placements swith regastration rights. EFH Corp. has offered to exchangs notes that have substantiaily
identical terms as the EFH Corp 1034 Notes (other than transfer restrictions). The exchange offer s expeuted to be completed in March 2011, Because the
exchange offer was not completed within 360 days after the issuc date of the EFH Corp  10%0 Notes. the annual interest rate on the EFH Corp. 10%% Notes

increased by 28 basis poins effective January 8, 2011 and will remain at that level until the exchange offer closes. Once the exchange offer closes, the mterest
raie on the notes will revert to the eriginal level,

EFH Corp. Senior Notes — The EFH Corp. 10.873% Notes mature in November 2017, with interest payable in cash semi-anmmtly in arreats on
May 1 and November | at a fixed rate of 10.875% per annum. The EFH Corp. Toggle Notes mature in November 2017, with iterest payable semiannually in
arrears on May | and November | at a fixed rate of 11.250% per annum for cash interest and at a fixed rate of 12.000% per annum for PIK Interest. For any
interest period uatil November 1, 2012, EFH Corp. may siect to pay interest on the notes (i) entirely m cush; (i) by increasing the principal amount of the
notes o by issuing new EFH Corp. Toggle Notes (PIK Interest); or tiil) 50% in cash and 50% i PIX Interest Ones EFH Corp. makes a PIK clection, the
clection is valid for each succeeding interest payment period untit EFH Corp. revokes the election.

The E¥H Corp. 111.875% and Toggle Notes {collectively, the EFH Corp. Senior Notes) bad a iotal principal amount as of December 31, 2010 of $930

mitlion (excluding $3.724 billion principal amount held by EFIH) and are fully and unconditionally guaranteed on a joint and several unsecured basis by
EFCH and EFIH.

EFH Corp. may redeem these noles at any time prior Lo Movember 1, 2012 st a price equal to 100% of their principal amount, plus acerped and unpaid
interest and the applicabie premium as defined in the reloted indenture. EFH Corp, may aiso redeem thess notes, in whole or in parl, b uny time on or after
Movember 1, 2012, at specitied redemption prices, plus acerued and unpaid interest, if any. Upon the ocourrence of a change of control of EFH Corp,, EFH
Corp. must offer to repurchase the EFH Corp. Senior Motes at 101% of their principal amount, plus accrued and unpaid interest, if any.

The mdenture also containg customary events of default, including, among others, failure to pay principal or interest on the notes or the guarantees
when due. I{ an event of default oucurs under the mdenture, the trustee or the holders of at least 30% in pnincipal amount outstanding of the notes may declare
the principal amount on the notes to be due and payable immediaely

EFH Corp. 3.75% Notes and EFIH 9.75% Notes ~— The EFH Corp. 9.75% Notes and ETIH 9.753% Notes mature in October 2019, with interest
payable in cash semi-annually m arrears on April 13 and October 15 at a fixed rate of 9.75% per annum. The EFH Corp. 9.75% Notes are fully and
unconditionally guaranteed on a joint and several basis by EFCH and EFIH. The guarantee from EFIH is securad by the pledge of the EFIH Collateral. The
guaranize from EFCH is not seeured. The EFIH 9.75% Notes are secured by the EFIH Cnliateral on an equal and ratable basis with the EFIH 10% Notes and
FFiH's guarantee of the EFH Corp. 109 Notes and the EFH Corp, 9.75% Notes.

Ags of December 31, 2010, there were $113 million and $141 million rotal principal amount of EFH Corp. 9.75% Notes and EFIH 9 75% Notes,
respectively. The EFH Corp. 9.75% Notes and EFiH 9.7334 Notes are senior obligations of each issuer and rank equally in right of payment with ail senior
indebtedness of each issuer and are senior in right of payment to any futare subordinated indebtedness of each issuer. The EFH Corp. 9.75% Notes are
effectively subordinated to any indebledness of EFH Corp. secured by asseis of EFH Corp. to the extent of the value of the assets securing such indebiedness
and structuratly subordinated to all indebtedness and other liabitities of EFH Corp.'s non-guarantor subsidiaries, The EF{H 9.73% Notes are effectively senior
1o alf unsecured indebredness of BFIH, 1o the extent of the value of the EFIH Collateral, and will be effectively subordinated to any indebtedness of EFIH
secured by assets of EFTH othar than the EFtH Collateral. to the extant of the value of the assets securmg such indebteduess, Furthermore, the EFIH 9.75%

MNotes will be structurally subordinated to all indebtedness and other liabilites of EFIH's subsidianes (other than EFIH Finance), including Oncor Holdings
and its subsidiaries,

The guarantees of the EFH Curp. 9.75% Notes are the general senior obligations of each guarantor and ronk equally in right of payment with all
existing and future senior indebtedness of each guarantes. The guarantee from EFTH is effectively sensor to all unsecured ndebtedness of EFIH to the extent
of the value of the EFfi Collateral. The guarantee will be effectively subordinsted o all scoured indebtedness of each guarantor secured by assets other than
the EFTH Collateral to the extent of the value of the assets securing such indebtedness and will be structurally subordinated (o any existing and future
indehtedness and linbilities of EFH Corp.’s subsidiaries that are not guarantors.
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The indentures for the EFH Corp. 9.75% Notes and EFIH 9.75% Notes contain a number of covenants that, among other things, rcstnct subject to
certain exceptions, the issuers' and their restricted subsidiaries' ability to: ‘

. make restricted payments;

. ncur debt and issue preferred stock; .
. create liens; \
" enter inte mergers or consolidations;

. sell or otherwise dispose of cortain assets, and
. engage in centain transactiuns with affiliates.

The indentures also contain cystomary events of default, including, among others, faslure to pay principal or interest on the notes or the guarantees
when due. If certain events of default occur and are continuing under a series of notes and the refated indenture, the trustee or the holders of at least 30% in
principal amount outstandimg of the notes of such series may declare the principal amount of the notes of such series to be due’and payable immediately

There currently are no restricted subsidiaries under the indenture related to the EFIH 9.73% Notes (other than EFIH Finance. which has n:> assets).

(Oncor Holdings, the immediate parent of Oncor, and its subsidiarizs are unrestricted subsidiaries under the EFIH mdcnmrc and, sccordingly, are not subject to
any of the restrictive covenants in the indenture.

The respective issuers may redeem the EFH{ Corp. 9.75% Notes and EFIH 9.73% Notes, in'whole or in part, at any time on or after Qetober 15, 2014, at
specified redemption prices, plus accrued and unpaid interest, if any. [n addition, before October 15, 2012, the respective issuers may redeem up to 35% of the
aggregate principal amount of each series of the notes from time to time at a redemption price of 109.750% of the sggregate principal amaount of such series of
notes, plus accrued and unpmd interest, if any, mth the net cash proceeds of certain equily offerings. The respective issuers may also redeem each senes of
the notes at any time prior to Oclober 15, 2014 at a price equal to 100% of their principal amount, plus acerued and unpaid interest and the applicable
premium as defined in the indenture. Upon the ocourrence of a change of control {as described in the indenture), the respestive issuers may be required to
offer to repurchase each series of the notes at 101% of their principal amount, plus accrued and unpaid interest, if any.

EFIH 10% Notes — The EFTH 10% Notes mature in December 2020, with iterest payable in cash semi-annually in arrears on June | and December 1
at a fixed rate of 10% per annum. The EFIH 10% Notes are secured by the EFIH Collateral. The EFIH 10% Notes are secured on an equal and ratable basis
with the EFIH 9.75% Notes and EFIH's guarantee of the BFH Corp. Senior Secured Notes.

As of December 31, 2010, there were 32,180 billion total principal amount of EFIH 109% Notes. The EFtH 10% Notes are senior obligations of EFIH
and rank equally in right of payment with all existing and future senior indehtedness of EFIH (including the EFIH 9.73% Notes and EFIH's guarantecs of the
EFH Corp. Senior Secured Notes). The EFIH 10% Notes are effectively senior to all unsecured indebtodness of EFTH, to the extent of the value of the EFIH
Collateral. and are effectively subordinated to any indebiedness of EFTH secured by assets of EFIH other than the EFIH Colfateral, to the exient of the value
of the assets securing such indebiedness. Furthermore, the EFTH 10% Notes are (i} structurally subordinated to all indebtedness and other liabdities of BFIH's
subsidiaries (other than EFIH Finance), including Oncor Holdings and its subsidiaries, any of EFIH's future forsign subsidiaries and any other unrestricted
subsidiaries and (i1} senior in right of payment to any future subordinated indebtednass of the Issuers.

N

The indenturs for the EFIH 10% Notes cgmams a number of covenants that, among other things. restrict, subject to certain exceptions, EFIH's and its
restricted subszdlarzeﬁ abulity to:

. mak¢ restricted payments;

- incur debt and issue preferred stock;
. create liens;
. enter into mergers or consolidations:

. sell or otherwise dispose of certain assets, and

. engage m certain transactions with affifiates.
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The indenture alse contains customary events of defanit, including, among others, failure to pay principal or interest on the notes or the guarantes
when due. If certain events of default occur and are continuing under the notes and the indenture, the trustee or the holders ot at least 30% in principal amount
outstanding of the nutes may declare the principal amount of the notes to be due and payable immediately. Currently, there are no restricted subsidiaries under
the indemure {othar than EFIH Finance, which has no assets). Oacor Holdings, Oncor and their respective subsidiaries are unrestricted subsidiaries under the
EFTH 10% Notes and the indenture and, accordingly, are not subject to any of the restrictive covenants in the notes and the relfated indenture,

Until Decernber 1, 2013, EFIH may redeem, with the net cash proceeds of certam equity offermgs, up 19 35% of the aggregate principal amount of the
EFIH 10% Notes from time to time at a redemption price of 110% of the aggregate principal amount of the notes being redeemed, plus acerued and unpaid
wnterest, if any. EFTH may redeem the EFIH 10% Notes, in whols or in part, at any time prior 1o December 1, 2015 at n price equal to 100% of their priacipal
amount, phus accrued and unpaid wterest, if any, and the applicable premium as defined in the indenwre. EFIH may redeem any of the EFIH 10% Notes, in
whole or in part, at any time on or after December 1, 20135, ot specified redemption prices, plus acerued and unpaid interest, if any. Upon the occurrence of a
change of control {as defined in the indenture), EFTH may be required o offer to repurchase the notes at 101% of their principal amount, plus accrued and
unpaid interest, sf any.

Intercreditor Agreemeni  In October 2007, TCEH entered into an intercreditor agreement with Citibank, N.A and five secured commodity hedge
counterparties (the Secured Commodity Hedge Counterparties). In connection with the August 2009 amendment to the TCEH Secured Facilities described
above, the mtercreditor agreement was amended and resiated (as amended and restated, the Intercreditor Agreement) to take into svcount, among other things,
the possibility that TCEH conld issue notes andsor loans secured by collateral (other than the collateral that secures the TCEH Senior Secured Facilities) that
sanks on parity with, or junior to, TCUH's existing first Hen obligations under the TCEH Senior Secured Facilities. The Intercreditor Agresment provides that
the lien granted 15 the Secured Commaodity Hedge Counterparties will rank pari passu with the len granted with respect to the collatersl of the secured paruies
under the TCEH Senior Seoured Facilities. The Intercreditor Agreement also provides that the Secured Commodity Hedge Counterparties will be entitled to
share, on a pro rata bagis, in the proceeds of any liquidauon of such collateral in connection with & foreclosure on such coliateral in an amount provided in the
TCEH Sentor Secured Facibties. The Intercreditur Agreement also provides that the Secured Commodity Hedge Counterparties will have voting rights with
respest (o any amendment or waiver of any provision of the Intercreditor Agreement that changes the priority of the Secured Commodity Hedge
Counterparties’ lien on such collateral relative to the prionty of lien granted to the secured parties under the TCEH Senior Secured Facilities or the priority of
payments 1o the Secured Commodity Hedge Counterpartics upon a foreclosure and liquidation of such collateral relutive to the priority of the len granted 1o
the secured parties under the TCEH Senior Secured Facilities.

Second Lien Intercreditor Agreement — In October 2010, TCEH tntered into a second lien intercreditor agreement (the Second Lien Interereditar
Agreement) with Citibank, NLA., as senior coliateral agent, and The Bank of Mew York Meilon Trust Company, N.A, as initial second priority representative.
I'hie Second Lion Intercreditor Agrecment provides that liens on the collateral that secure the obligations under the TCEH Senior Secured Facilibes, the
obligations of the Secured Commodity Hadge Counterpartics and any other obligations winch are permitted to be secured on a pari passu basis therewith
{collectively, the First Lien Obligationsy will rank prior to the bens on such collateraf securing the obligations under the TUEH Sentor Secured Second Lien
Moles, and any other obligations which are permitied to be secured on a pari passu basis (collectively, the Second Licn Obligations). The Second Lien
Intercreditor Agreement provides that the holders of the First Lien Obligations will be entitled o the proceeds of any hiquidation of such collateral in
connection with a foreclosure on such collateral until paid in full, and that the holdors of the Second Lien Obligations will not be entitled % receive any such
proceeds until the First Lien Obligations have been paid in full. The Second Lien Intercreduor Agreement also provides that the holders of the First Lien
Obligations will control eaforcement actions with respect to such collateral, and the holders of the Second Lien Obligations will not be entitled to commence
any such enforcement actions. with limited exceptions. The Second Lien Intercreditor Agreement also provides that releases of the Liens on the collateral by
ine holders of the First Liep Obligations will automatically require that the liens on such collateral by the holders of the Second Lien Obligations be
automatically released, and that amendments, waivers or consents with respect to any of the collateral ducuments i connection with the First Lien
Gbligations apply automatically o any comparable provision of the collateral documents i connection with the Second Lien Obligations.
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TCEH Imerest Rate Swap Transactions — As of December 31, 2010, TCEH has entered into interest rate swap transactions pursuant to which
payment of the floating interest rates on an aggregate of $15.80 biltion principal amount of senior secured term loans of TCEH were exchanged for ingerest
payments at fixed rates of between 7.3%0 and 8.3% on debt maturing from 2011 to 2014, Swaps related to an aggregate $500 million principal amount of debt
expired in 2010, and no interest rate swap transactions were entered into wm 2010, [nterest rate swaps on an aggrégate of $15,05 billion were being accounted
for as cash flow hedges related to variable interest rate cash flows until August 29, 2008, at which time these swaps were dedesignated as cash flow hedges as
a result of the intent to change the variable nterest rate terms of the hedged debt (from three-month LIBOR 10 one-month LIBOR) in connection with the
plannud execution of interest rate basis swaps (discussed immediately below) to further reduce the fixed borrowing costs. Based on the fair value of the
positions, the cumulative unrealized mark-1o-market net losses related to these interest rate swaps totaled $431 million (pre-tax) at the dedesignation date and

was recorded in accumulated other comprehensive income. This balance is being reclassified into nct income as interest on the hedged debt is refleeted in net
income,

As of December 31, 2010, TCEH has entered nto interest rate basis swap transactions pursuant to which paymens at fioating interest rates of three-
month LIBOR on an aggregate of $15.20 billion principal amount of senior seeured term loans of TCEH were exchanged for floating interest rates of one-
month LIBOR plus spreads ranging from 0.0625% to 0.2055%. These transactions include swaps entered mto in the year ended December 31, 2010 reluted to

an aggregate $2.55 hilhon principal amount of TCEH senior scoured term loans, Swaps related to un aggregate $3.60 billion principal amount of TCEH senior
secured term loans expired in 2010,

The interest rate swap counterparties are proportionately secured by the same collateral package granted to the lenders under the TCEH Senior Secured
Facilities. Changes in the fair value of such swaps are being reported in the income statement in interest expense and related charges. and such unrealized
mark-to-market value changes totaled $207 mullion in net losses in the year ended December 31, 2010 and $696 mullion in net gains in the year ended
December 31, 2009. The cumulative unrealized mark-to-market net liability related to the swaps totaled $1.419 bilhion as of December 31, 2010, of which
$105 million {pre-tax) was reported in accumulaied other comprehensive income.

See Note 17 for discussion of collateral investments in 2009 related 1o certain of these interest rate swaps.
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12, COMMITMENTS AND CONTINGENCIES
Contracraal Commitmients

As of December 31, 2010, we had noncancellable commitments under ecnergy-related contracts, loases and other agresments as follows.

Cont purchiase Pineline
agreeaenty and coal transporiation sod Capacity prymenis MNarlear Watec

transporiation storage reservation vaber power purchase

_agreements fees upresmenis {4} Fuel Contracen iiigég {ontraces
2011 3 473 % 5 3 63 % 83 % 9
2612 366 28 3 193 9
20443 334 — 123 8
204 306 o 114 8
2015 — 164 3
Thereafter o 734 54

Tosal $ 1479 % 83 3 6§ 1515 % 98

(3} On the basis of current expectations of demand from electricity customers a5 compared with capacity and take-or-pay payments, management does not

consider it likely that any material payments will become duc for electricity not taken beyond capacity payments.

Expenditures under owr coa purchase and coal transportation agreements wtaled $443 million, $316 million and $268 miltion for the years ended

December 31, 2010, 2009 and 2008, respectively.

As of December 31, 2010, future minimum lesse payments under both capital leases and operating leases are ag follows:

Copitel Operating
Leases Leases [a}
201 $ 2% b 48
2012 i8 47
2013 12 47
2014 7 43
2015 g 41
Thereafier 38 237
Total future minimum lease payments 101 2 163
Less amounts representing interest 24
Present vahue of future minimum lease payments g0
Less current portion 17
Long-term capital lease obligation 3 63

{a) Inchudes operating leases with mitial or rematning noncanceliable lease terms in excess of one year,

Rent reported as operating costs, fuel costs and SG&A expenses totaled 389 million for the year ended December 31, 2010 and $92 muilion for each of

the years ended December 31, 2009 and 2008,
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Commitment (o Fund Demand Side Management Initiatives

In connection with the Merger, Texas Holdings committed to spend §100 million over the five-year period ending December 31, 2012 un demand side
management or other encrgy efficiency mitiatives. As of December 31, 2010, we had spent 39% of this commitment. This commitment 1s expected 1o be
funded by EFH Corp. and/or its subsidiaries other than Oncor. This commitment is in addition to over 3300 million to be invested by Oncor for similar
initintives. 8ec Note 6 for other provisions of the stipulation, including a similar commitment made by Oncor.

Guarantees \

We have entered into contracts that contain guarantees fo unaftiliated parties that could require performance or payment under certain conditions.
Material guarantees are discussed below, =

Disposed TXU Gas operations - - 1n connection with the sale of TXU Gas in October 2004, EFH Corp. agreed to indemnify Atmos Energy Corporation
{Atmos), until October 1, 2014, for up to 3500 million for any Hability related to assets retained by TXU Gas, inciuding certain inactive gas plant sites not
acquired by Atmos, and up to $1.4 billion for contingent lisbifities associated with preclosing tax and employee related matters. The maximum aggregate
amount under these indemnities that we may be required to pay is $1.9 billwn. To date, we have not been required to make any payments to Atmos under any
of these indemnity obligations, and no such payments are currently anticipated.

Residual value guarantees in operating leases — We are the lessee under various operating leases that guarantee the residual valucs of the leased
assets. As of December 31, 2010, the aggregate maximum amount of residual values guaranteed was 313 million with an estimated residual recovery of $13
miilion. These leased assets consist prmarily of rail cars. The gverage ife of the residual value guarantees under the lease portfolio is approximately six years,

See Note 11 for discussion of guarantees and security for certain of our debt

Lenters of Credit

As of December 31, 2010, TCEH had outstanding letters of credit under its credit facilities totaling $874 million as follows: .
. £473 million o support risk management and trading margin requirements in the normal course of business, including over-the-counter hedging
transactions and collateral postings with ERCOT,

$208 mitlion 10 support floating rate pollution control revenue bond debt with an aggregate principal amount of $204 million (the letters of credit
are available to fund the payment of such debt obligations and expire in 2014);

. %73 million to support TCEH's REP financial requirements with the PUCT, and
. $120 mitlion for miscellancous credit support requirements
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Litigation Related to Generation Facilities

In November 2010, an admunistrative appeal challenging the decision of the TCE® to renew and amend Oak Grove Management Company LLC's (Oak
Grove} {a wholly-owned subsidiary of TCEH) Texas Poflutant Discharge Elimination System (TPDES) permit related to water discharges was filed by
Rebertson County: Our Land, Our Lives nad Roy Henrichson in the Travis County, Texas District Court. Plaintiffs seek a reversal of the TCEQ's order and a
remand back to the TCEQ for further proceedings. In addition to this administrative appeal, in November 2010, two other petitions were {iled in Travis
County., Texas Distoict Cowrt by Sustainable Energy and Economic Development Coalition and Paul and Lisa Rolke, respectively. who were non-parties o the
administrative hearing before the State Office of Administrative Hearings. chatlenging the TCEQ's decision to renew and amend Qak CGrove's TPDES permit
and asking the District Court to remand the matter 0 the TCEQ for further prosesdings. 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 appiication for and the processing of
Qak Grove's TPDES permit renewal and smendment by the TCEQ were in accordance with applicable faw. There can be no asswrance that the outcome of
these matters would not result in an adverse impact on our Brancial condition, results of operations or Hauidity,

1n September 2610, the Sierra Club filed o lawsuit in the US District Count 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 Lurninant's Martin Lake
peneration facility. While we are unable (o estimate any possible loss or predict the outcome of the hitigation, 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 u may sue Luminant,
after the expiration of a 60-day waiting period, for sllegedly viclating federal Clean Air Act provisions in connection with Luminant's Big Brown generation
facility. Subsequently. m December 2010. Sierra Club informed Luminant that it may sue Luminant, after the expiration of a 60-day waiting period for

silegedly violating federal Clean Air Act provisicas in connection with Lummant's Monticello generation facility. We cannot predict whether the Swerra Clab
will actually file suit or the outcome of any resulting proceedings.

Regulatory Reviews

in June 2008, the EPA issued a request for information to TCEH under the EPA’s authority under Section 114 of the Clean Air Act. The stated purpose
of the request is to obiain information necessary to determine compliance with the Clean Air Act. including New Source Review Standards and air permils
1ssued by the TCEQ for the Big Brown, Monticelio snd Martin Lake generation facilities. Historically, as the EPA has pursued its New Source Heview
enforeement initiative, companies that have recesved g large and broad request under Scction 114, such as the request received by TCEH, have 11 many
instances subsequently received a notice of viclation 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

1n addition to the above, we are 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 condition, results of eperations or liquidity.

Labor Contracts

Centain personnel engaged in TCEH activities are represented by labor unions and covered by collective bargaining agreements with varying expiration
dates. In November 2010, new one-vear labor agreements were reached covering bargaining umt personnel engaged in ligmite-fueled poneration operations
{excluding Sandows, lignite mining operations (excluding Three Oaks) and natural gas-fueled genaration operations. In October 2010, new two-year labor
agrecments were reached covering bargaining unit personnel engaged in the Sandow lignite-fueled generation operations and the Three Oaks ligmite mining
operations. In August 2010, a new three-year labor agreement wus reached covering bargalning unit personnel engaged in nuclear-fueled generation

operations. We do not expect any changes m coliective bargaining agreements to have u material effect on our results of operations, liquidity or financiat
comlition.
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Envir tal Contingencies

The federal Clean Air Act, as amended (Clean Air Act) includes provisions which, among other things, place limits on SO, and NO, emissions

produced by electricity generation plants. The capital requirements of the company have not been significantly affected by the requirements of the Clean Air
Act. In addition, all air pollution control provisions of the 1999 Restructuring Legislation have been satisfied.

We must comply with environmental Jaws and regulations applicable to the handling and disposal of hazardous waste. We believe that we are in
comphance with current environmental laws and regulations; however, the impact, if any, of changes to existing regulations or the implementation of new
regulations is not determinable and could materially and adversely affect our financial condition, results of operations and liquidity, -

The costs to comply with environmental regulations can be significantly affected by the following external events or conditions:
. enactment of state ur federal regulations regarding CO, and other greenhouse gos emissions; )

. other changes to existing state or federal regulation regarding air quality, water quality, control of toxic substances and hazardous and solid
wastes, and other environmental matters, including revisions to CAIR currently bewng developed by the EPA as a result of court rulings discussed
in Note 4 and revisions to the federal Clean Air Mercury Rule {CAMR) also being developed by the EPA as a result of similar court rulings, and

. the wdentification of sites requiring clean-up or the filing of other complaints in which we may be asserted to be potential responsible parties.

Nuclear Insurance i

Nuclear insurance includes Lability coverage, property damage, decontamination and premature decommissioning coverage and accidental outage and/
or extra expense coverage. The liability coverage is governed by the Price-Anderson Act (Act), while the property damage, decontamination and premature
decommissioning coverage are promulgated by the rules and regulations of the NRC We intend to maimtain insurance against nuclear risks as long as such
insurance is available. The company is self-insured to the extent that losses (i) are within the policy deductibles, (if) are not covered per policy exclusions,
terms and limitations, (iif) exceed the amount of msurance maintained, or {iv) are not covered due to lack of insurance availability. Such losses could have a
material adverse effect on our financial condition and results of operations and liquidity.

With regard to liability coverage, the Act pravides financial protection for the public in the event of a significant nuclear gencration planit incident. The
Act sets the statutory Himit of public linbility for a single nuclear incident at $12.5 billion and requires nuclear generation plant operators to provide financial
protection for this amount. The US Congress could impose revenue-raising measures on the nuclear industry to pay claims excecding the $12.5 billion limit
for a single incident mandated by the Act. As required, the company provides this financial protection for a nuclear incident at Comanche Peak resulting in
public bodily injury and property damage through a combination of private insurance and industry-wide retrospective payment plans. As the first layer of
financial protection, the company has $375 miltion of liability insurance from American Nuciear Insurers (AN, which provides such insurance on behalf of a
major stock insurance company pool, Nuclear Energy Liability Tnsurance Association, The second layer of financial protection is provided under an industry-
wide retrospective payment program called Secondary Financial Protection (SFP) '

Under the SFP, in the event of an mcident at any nuclear generation plant in the US, each operating licensed reactor in the US is subject to an
assessment of up to $117.5 million plus a 3%4 insurance premium tax. subject to increases for inflation every five years. Assessments are limited to $17.5
millicn per operating licensed reactor per year per incident. The company's maximum potential assessment under the industry fotrospective plan would be
$233 mullion {excluding taxes) per incident but no more than $33 million in any one year for each incident. The potential assessment is triggered by 2 nuclear
liability loss in excess of $375 million per accident af any nuclesr facility. The SFP and liability coverage are not subject to any deductibles.
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With respect to nuclear decuntamination and property damage insurance, the NRC requires that nuclenr generation plant license-holders maintamn at
feast 31.06 billion of such insurance and require the proceeds thereof to be used to place 4 plant in a safe and stable condition, to decontaminate it pursuant to
a plan submusted to and approved by the NRC before the proceeds can be used for plant repeir or restoration or to provide for premature decommissioning.
The company mawtains nuclsar decontamination and property damage insurance for Comanche Peak w the amount of $2.23 billiun {subject to 35 million
deductible per accident), above which the company s self-insured. This insuranee coverage consists of a primary layer of coverage of $300 million provided
by Nuclear Electnic Insurance Limited (NEIL). a nuclear clectric utility industry mutual insurance company and 51,40 billion of premature decommissioning

coverage alse provided by NEIL. The European Mutual Association for Nuclear Insurance provides additional insurance limits of £330 milhion in excess of
HEIL's 1.9 biltion coverage.

The company maintaing Accidental Outage Insurance through INEIL 1o cover the additional costs of obtaining replacement electricity from another
source if one or both of the units at Comanche Peak are out of service for more than twelve weeks as a result of covered direct physical damage The coverage
pravides for weekly payments of $3,5 mitlion for the first fifiy-two weeks and $2.8 million for the next 110 weeks for each outage, respectively, after the
initiaf twelve-week waiting period. The total maximum coverage is 3490 million par unit. The coverage amounts apphicable to each unit will be reduced 1o
§0% if both units are out of service at the same time as a result of the same accident.

1 NEIL's losses exceeded its reserves for the applicable coverage, potential essessmonts in the form of a retrospective premium call could be made up
1o ten times annual premiums. The company maintams insurance coverage against these potential retrospective premium calls.

Also, under the NEIL palicies, if there were multiple terrorism losses occurring within a one-year time frame, NEIL would make available one industry

aggregate Himit of $3.2 billion plus any amounts it recovers from other sources up to the limits for cach claimant. If terrorism losses occurred beyond the one-
vear period, a new set of limits and rescurces would apply
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13. SHAREHOLDERS' EQUITY

E:;uia’ issuances and Repurchases

in the year ended December 31, 2008, EFH Corp. issued an aggregate of approximately 5.5 million shares of its common stock to, or for the benefit of
certain of its officers, directors and employees for an aggregate consideration of $27.4 million, which included shares previously subscribed. In addition, in
the years ended December 31, 2010, 2009 and 2008, EFH Corp. issued an aggregate of 3.9 million, 1.5 million and 1.7 million shares, respectively, of its
common stock to, or for the benefit of, certain officers. directors and employees as stock-hased compensation as discussed in Note 21. The 2010 issuances
included 1.2 million shares of previously issued restricted or deferred stock units that vested in 2010, In 2008, EFH Corp. vepurchased 0.8 million shares of ts
common stock from employees primarily ugon termination of employment or amendment of agreements, for an aggregate consideration of 33.9 million.

Effect of Sate of Noncontrolling Interests

The total amount of proceeds from the sale of noncontroliing interests in Oncor discussed in Note 14 was fess than the carrying value of the interests
sold by 3263 million, which reflects the fact that Oncor's carrying value after purchase accounting is based on the Merger value, while the noncontrollmg
interests sale vatue does not include a control premium, This difference was accounted for as a reduction of additional paid-in capital.

As a result of the sale of the noncontrolling interests and the application of rules for income tax accounting related to outside basis differences, activity
.in 2008 reflects an inceease in the balance of noncurrent accumulated deferred income tax Habilities of 3141 million and a decrease inadditional paid-in
capital by the same amount,

Dividend Restrictions

L)

The indentures goveming the EFH Corp. Senior Notes and EFH Corp. Senior Secured Notes include covenants that, among other things and subject to
certain exceptions. restrict our ability to pay dividends or make other distributions in respect of our common stock. Accordingly, essentiaily all of our net
income is restricted from bemg used to make distributions on our commeon stock unfess such distributions are expressly permitted under these indentures and/
or on a pro forma basis, after giving effect to such distribution, EFH Corp.'s consclidated leverage ratio is equal to or less than 7.0 to 1.0. For purposes of this
calculation, "consoliduted leverage ratio® is defined as the ratio of consolidated total debt (as defined in the indenture) 1o Adjusted EBITDA, in each case,

consolidated with its subsidiaries other than Oncor Holdings and its subsidiarics. EFH Corp.'s consolidated leverage ratio was 8.5 to 1.0 as of December 31,
2810. N

In addition, the indentures governing the EFIH Notes geuerally restrict EFIH from making any cash distribution 1o EFH Corp. for the ultimate purpose
af making a cash dividend on our common stock unless af the time, and after giving effect to such dividend, EFIH's consolidated leverage ratio is equal to or
less than 6 0 to 1.6. Under the indentures governing the EFIH Notes, the term “"consolidated leverage ratio” is defined as the ratio of EFIH's consolidated total
debt (as defined in the indentures) to EFIH's Adjusted EBITDA on a consolidated basis (including Oneor's Adjusted EBITDA). EF[H's consolidated leverage
ratio was 5.3 to 1.0 as of December 31, 2010, .

The TCEH Senior Secured Facilities generally restrict TCEH from making any cash distribution to any of its parent companies for the ultimate purpose
of making a cash dividend on our common stock unless at the time, and after giving effect to such dividend, its consolidated total debt (as defined in the
F'CEH Senior Secured Facilities) to Adjusted EBITDA would be cqual to or Jess than 6.5 to 1.0. As of December 31, 2010, that ratio was 7.9 t0 1 0.
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in addition, the TCEH Senior Scoured Facilities and indentures governing the TCEH Senwor Notes and TCEH Senior Secured Second Lien Notes
generally restrict TCEH's abnlity to make distributions or loans to any of its parent companies, EFCH and EFH Corp., unless such distributions or loans are
cxpressiy permitted under the TCEH Senior Secured Facilities and the indentures goveming the TCEH Senior Nutes and TCEH Senior Secured Second Lien
Notes. Those agreements generally permit TCEH to make unlismuted distributions or loans to its parent companies for corporate overhead costs, SG&A
expenses, taxes and principal and interest payments. In addition. those agreements contain certain investment and dividend baskets that would allow TCEH 0
make additionat distributions and/or loans o 1ts parent companies up to the amuunt of such baskets. As of December 31, 2010 and 2009, EX¥H Corp. demand
notes payable to TCEH totaled $1.921 billion and $1.406 billion, respectively, of which 5916 million and 3416 million, respectively, was related to principal
and interest payments, Such principal and interest amounts are guaranteed by EFCH and EFIH on a pari passu basis with their guarantees of the EFH Corp.
Semor Notes; the remaming balance of the demand sotes is not guaranteed

In addition, under applicable law, we would be prokibited from paying any dividend to the extent that immediately following payment of such dividend,
there would be nu statutory surplus or we would be insolvent.

EFH Corp. did not declare or pay any dividends in 2010, 2609 or 2008,

Distribuions from Oncor — Unti] December 31, 2012, distrbutions paid by Oncor to sts membars are limited to an amount not to exceed Oncor’s nel
income delermined m gceordance with GAAP, subject fo certain defined adjustments. Such adjustments include deducting the $72 million {346 miliion afier-
1) one-time refund o customers in September 2008, net aceretion of fair value adjustmenis resulling from purchase accounting and funds spent as part of the
$100 million commutment for additions] demand-side management or other encrgy efficiency initiatives (see Note 6} of which $46 miilion (330 million after
tax) has been spent through December 31, 2010, and removing the offects of the 3860 million goodwill impairment charge from fourth quarter 2008 net
income available for distnibution. As of December 31, 2010, $140 muilion was avatlable for distribution to Oncor's members under the cumulative net income
restriction, of which approgimately 80% relates to EFH Corp.'s ownership interest.

Oncor's distributions are further limited by an sgreement with the PUCT that is regulatory capital structure, as determined by the PUCT, will be at or
helow the assumed debt-to-equity ratio established periodically by the PUCT {or ratemalong purpeses, which is currently set at 60% debt to 40% equity, As of
December 31, 2010, the regulatory capitalization ratio was 59.7% debt and 40.3% equity. The PUCT has the authority to determine what types of debt and
equity are included in & utility’s debt-to-equity ratio. For purposes of this ratio. debt s calculated as long-term debt plus unamortized gains on reacquired debt
fess unamortized 1ssuance expenses, premiums and losses on reacquired debt. The debt caleulanon excludes transition bonds issued by Oncor Electric
Delivery Transition Bond Company. Equity is calculaied as membership interests determined in accordance with GAAP, excluding the effects of accounting
for the Merger (which included recording the initial goods ill and fair value adjustments and the subscquent related impairments and amortization). As of
December 31, 2010, $44 millron was available for distribution under the capital structure resiviction, of which approximately 80% relates to EFH Corp.'s
ownership interest. In January 2011, Oncor filed for a rate review with the PUCT and 203 cities that, among other things. requested a revised regulatory
capital structure of 33% debt to 45% equity. which if epproved as requested, would further limit distributions from Oncor.

Shareholder Actiens

In May 2009, the sharcholders of EFH Corp. approved the change of the stated capital of EFH Corp’s common stock, no par value per share, (o an
amount equal 1o $0.001 for each outstanding share of common stock, resulting in total stated value of outstanding common stock of $2 million. Also in May
2009, EFH Corp.'s bonrd of directors approved a decrease in additional paid-in capital of the same amount and the allocation of $0.001 per share to stated

vatue of common stuvk upon issusnee of any suthorized but unissued shares of common stock that may occur from time to time, with the remainder of any
amounts received for such shures allocated to additional pawd-in capital,
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Common Stock Registration Rights

The Sponsor Group and certain other investors entered into a registration rights agreement with EFH Corp. upon closmg of the Merger. Pursuant to this
agreement, in certain instances, the Sponsor Group can cause EFH Corp. to register shares of EFH Corp.'s common stock owned direcily or indirectly by them
under the Securities Act. In certain instances. the Sponsar Group and certain other investors are also entitled to participate on a pro rata basis in any
registration of EFH Corp.'s commeon stock under the Securities Act that # may undertake,

See Noate 21 for discussion of stock-bascd compensation plans.

4. NONCONTROLLING INTERESTS

{n November 2008, equity interdsts in Oncor were sold to Texas Transmission for $1.254 billion in cash. Equity interests were also indirectly sold to
certain members of Oncor's board of directors and its management team. Accordingly, after giving effect to all equity issuances, as of December 31, 2010,

ownership of Oncor's membership mterests was as follows. 80. 03% heid indirectly by EFH Corp., 6.22% held indirectly by Oncor's management and board of
directors and 19.75% held by Texas Transmission. .« “

The proceeds (net of closing costs) of $1.253 billion received by Oncor from Texas Transmission and the members of Oncor management upon
compietion of these transactions were distributed ultimately to EFH Corp Under the terms of certain financing arangements of EFH Corp and TCEH, upon
such distribution, under certain circumstances. EFH Caorp. (parent entity} was required to repay certain outstanding intercompany loans from TCEH. In

Noverber 2008, EFH Corp. repaid the 3253 million balance of notes payable to TCEH that related to payments of principal and interest on EFH Corp.
{parent entity) debt.

See Note 13 for discussion of amounts recorded as a reduction of shareholders’ equity as a result of the sale of Oncor interests,

{
Of the noncontrolling interests balance reported in the Decomber 31, 2009 consolidated balance sheet, $1.363 bithen related 1o Oncor. The
noncontrolling interests balance reported in the December 31, 2009 consolidated balance sheet represented the proportional share of Oncor's net assets at the
date of the transaction less 396 million representing the ncncomroi]ing interests' share of Oncor's net losses for the perods subsequent to the transaction

{including the goodwill lmpdll‘mxznt charge), net of $38 million in cash distributions. See Notes 1 and 3 for discussion of the deconselidation of Oncor in
2010,

In connection with the filing of a combined operating license application with the NRC for two new nuclear generation units, in Jannary 2009, TCEH
and Mitsubishi Heavy Indusiries Ltd. (MHI) formed a joint venture, CPNPC, to further the development of the two new nuclear generation units using MHI's
US~Advanced Pressurized Water Reactor technology. Under the terms of the joint venture agreement, a subsidiary of TCEH owns an 88% interest in the

venture and a subsidiary of MHI owns a 12% interest. This joint veniure is a variable interest eatity, and a subsidiary of TCEH is considercd the primary
beneficiary (see Note 3).

.
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15, FAIR VALUE MEASUREMENTS

Accounting standards related to the determination of fair vatue define fair value us the price that would be received to sell an asset or paid to transfer a
Jiability in an orderly transaction hetween market participants at the measurement date. We use 3 "mid-market" valuation convention (the mid-point price
berween bid and ask prices) as a practical expedient to measure fair value for the majority of our assets and labilities subject to fair value measurementon a

recurring basis. We primarily use the market approach for recurring fair value measurements and use valuation techmques to maxumize the use of observable
wputs and nunimize the use of unubservable inputs,

We categorize our assets and Habilities recorded at fair value based upon the following fair vatue hierarchy:

. Level  valuntions usc quoted prices in active markets for identical assets or liabilities that are accessible at the measurement date, An active
market i a market in which transactions for the asset or Hability oceur with sufficient frequency and volume to provide pricing information on an
ongoing basis, Our Level | assets and labilities include exchange traded commodity contracts. For example, a sigmficant number of our
derivatives are NYMEX futures and swaps transacted through clearing brokers for swhich prices are actively quoted.

. Level 2 valuations use inputs, in the sbsence of actively quoted market prices, that are observable for the asset or Hablity, either directly or
indircetly. Lovel 2 inputs include: (a) quoted prices for similar assets or Habilities in active murkets, (b) quoted prives for identical or similar
assets or lishilities in markets that are not active. {¢) wputs vther than quoted prices that are obsarvable for the asset or Hability such as interest
rates and yield curves observable at commonly quoted intervals and (d) inputs that are derived principally from or corroborated by observable
market data by correlation or other means, Our Level 2 valuations utilize over-ihe-counter broker quotes, quoted prices for similar assets or
tiabilities that are carroborated by correlations or other mathematical means and other valuation inputs. For example, our Level 2 assets and
{rabilities include forward commodity positions af locations for which over-the-counter broker guotes are gvailable,

s Level 3 valuations use unobservable inputs for the asset or liability. Unobservable inputs are used to the extent ehservable inputs are not
available, thereby atlowing for siluations in which there Is liwtle, if any, market activity for the assct or liability at the measurement date, We use
the most meaningful information avaiisble from the market combined with internatly developad valuation methodologies to develop our best
estimate of fair vatue. For exsmple, our Level 3 assets and liabilitics include certain derivatives whose values are derived from pricing models
that utilize multiple inputs to the vatuations, including inputs that are not observable or easily corroborated through other means.

We utifive several different valuation techniques to measure the fair value of assets and liabilities, relying primarily on the market approach of using
prices and nther market information for identical and/or comparable assets and liabilities fur those items that are measured on a recurring basis. These
methods include, among others, the use of broker quates and statistical relationships between different price curves.

In utilizing broker quotes, we attemnpt to obtain muitiple quotes from brokers thst are active in the commodity markets in which we participate (and
require at least one quote from two brokers to determine a pricing input as observable), however, not alf pricing inputs are quoted by brokers, The number of
broker quotes received for certain pricing inputs varies depending on the depth of the trading market, each individual broker's publication policy, recent
trading volume trends and various other factors, In addition, for valuation of interest rale swaps, we use a combination of dealer provided market valushions
{generaily non-binding) and Bloomberg valuations based on month-end interest rate curves and standard rate swap valuntion modsis.

166

0001312



Table vl ¢ patents

Certain derivatives and financial instruments are valued atilizing option pricing models that take into consideration multiple inputs including
commuodity prices, volatihity factors, discourt rates and other inputs. Additionally, when there is not a sufficient amount of observable market data, valuation
models are developed that incorporate proprietary views of market factors. Those valuation models are generally used in developing long-term forward price
curves for certain commodities. We believe the development of suth curves is consistent with industry practice; however, the fair value measurements
resulting from such curves are classified as Level 3.

With respect to amounts presented in the following fair value hierarchy tables, the fair value measurement of an asset or Hability (¢ g., a contract} is
required to fall in its entirety in one level, based on the lowest fevel input that is significant to the (air value measurement. Certain assets and Liabilitics would
be classified in Level 2 instead of Level 3 of the hierarchy except for the effects of credit reserves and non-performance risk adjustmems, respectively.

Assessing the significance of a particular input (o the fair value measusement in its entirefy requires judgment, considering factors specific to the asset or
lability being measured.

As of December 31, 2010, assets and Habilities measured at fair value on a recurring basis consisted of the following:

tevel | Level 2 Leveld(a} Reciassification(b) Total
Assets:
Commodity contracts $ 727 % 3375 § 401 8 2% 4,705
{nterest rate swaps - 98 — . — 98
Nuclear decommissioning trust - "
equily securities () 192 121 — — . 313
Nuclear decommissioning trust ~
debt securities {¢) o 223 e e 223
Total assets 3 919 5§ 4017 § 401 3 ‘2% 5339
Linbilities: -
Commodity coniracts b3 875 § 672 % 5% $ 2 % 1,608
Interest rate swaps [ 1,344 o e 1,544
Total liabilities 3815 0§ 2216 8 9§ : 8 3152

‘ .
(a)  Level 3 assets and iabilities consist primarily of a complex wind generation purchase contract, ceriain natural gas positions {collars) in the long-
term hedging program and cerfain power transactions valued at illiquid pricing locations as discussed below.
(b} Represents the effects of reclassification of the assets and Jiabitities to conform to the balance sheet presentation of current and long-term assets
and liabilities. ' .

{c}  The nuclear decommissioning teust investment ig included in the other investments line on the balance sheet, See Note 18.

See Wote 20 for fair value measurements related to pension and QPEB plan assets. -

In conjunction with ERCOT's transition to a nodal wholesale market structure effective December 2010, we have entered (and expect to increasingly
enter} into certain derivative transactions that are valued at tHiqud pricing locations (unobservable inputs), thus requiring classification as Level 3 assets or
ligbilities. As the nodal market matures and more transactions and pricing information becomes available for these pricing locations, we expect mote of the
vaiuation inputs to become obscrvable,
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As of December 31, 2009, assets and Habilitics measured at fair value on a recurring bagis consisted of the following:

ievel t Lovei 2 Level 3 (4} Rectassificanonib} Tainl
Assets:
Commodity contracts $ 918 § 23588 3§ g $ 4 $ 3,560
Intercst rate swaps o 64 e e G4
Nuclear decommissioning trust — equity securities (2} .
154 103 e 259
Muciear decommissioning trust — debt securitics {¢) — 216 —_ 216
Total assets $ 1072 % 2971 ¢ 350 % 4 $ 4,399
L o T
Liabilities’
Commodity contracts £ LO7T § 796§ 69 8 4 5 2146
Interest rate swaps e 1,306 - 1,308
Total Liabilities $ 1077 § 2102 % 69 3 4 § 3452

(@) Level 3 assets and Habilitres consist primarily of complex long-term power purchase and sales agreements, including a long-term wind generation
purchase contract and cerlain natural gas positions {collars) in the long-term hedging progiam,

{b) Represents the effects of reclassification of the assets and liabilities to conform to the balance sheet presentation of curvent and long-term assets
and Habilities,

{c}  The nuclerr decommissioning trust investment is included 1n the other lnvesiments tine on the balance sheet. See Note 18,

Commodity contracts consist primarily of natural gas, electricity, fuel oil amd coal derivative instruments entered into for hedging purposes and include
physical conteacts that bave not been designated "normal” purchases or sales. See Note 17 for further discussion regarding the company's use of derivative
instruments.

Inierest rate swaps inciude variable-to-fixed rate swap instruments that are ecoponue hedges of interest on long-term debt as well as intcrest rale basis
swaps designed to effectively reduce the hedged borrowing costs See Note 11 for discussion of interest rate swaps.

~

Nuclear decommissioning trust assets represent securities held for the purpose of funding the future retirement and decommissioning of the nuclear

generation units. These investments include equity, debt and other fixed-income securities consistent with investment rules established by the NRC and the
PUCT.

There were no significant transfers between the Ievels of the fair value hierarchy for the year ended Decesber 31, 2010,
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The foliowing table presents the changes in fair value of the Level 3 assets and liabilities (alt related to commaodity contracts) for the years ended

December 31, 2010, 2009 and 2008: 4

Balance as of beginning of perivd
Total reatized and unrealized gamns (losses) (a):
Included in net income (loss) '
ncluded in other comprehensive income (loss)
Purchasas, sales, issuances and settlements (net) (b)
Transfers into Level 3 {¢) '
Transfors out of Level 3 ()
Balance as of end of period

Net change in unrealized gains (losses) included in net income relating to instruments held as of end of period

N

)
Year Ended December 31,

2018 2809 20608

$ 81 5 (7§ (U7}
266 15 o)
— (30) o
26 51 13
(1 2 70
(19 15 49

$ M2 0§ 81 0§ (7

$ 11§05 & 87

(a)  In 2008 and 2009, substantially all changes in values of commeodity contracts are reported in the income statement in net gain from commonity
hedging and trading activities. In 2016, net gains of $150 million are reported in'net gain from commodity hedging and trading activities, and a
gain of $116 million on the lermination of a long-term power sales contract is reported in other income in the income statement,

(b} Settlements represent reversals of unrealized mark-to-market valuations of these positions previousty recognized in net income. Purchases and

issuances reflect option premiums paid or received.

{c} Includes ransfers due to changes in the chservability of sigaificant inputs. For 2010, in accordance with new accounting guidance issued by the
FASB in January 2010, transfers in and out occur at the ond of each quaster, which is when the assessments are performed. Prior period transfers
in were assumed 10 transfer in at the heginnmg of the quarter and transfers out at the end of the quarter.

16. FAIR VALUE OF NONDERIVATIVE FINANCIAL INSTRUMENTS

The carrying amounts and related estimated fair values of significant nonderivative {inancial instruments as of December 31, 2010 and 2009 were as

follows’
Becember 31, 2010 December 31, 2069
Carrying Fair Carrying Fair
Amount Value (1) Amount Value (a)
On balance sheet liabilities:
Long-term debt (ncluding current maturities) (b .
TCEH, EFH Corp., and other $ 0 34815 $ 0 2659 8 36600 5 29,115
Oncor (c) 3 — % — $ 5104 8 5,644
Total | - $ 3RS 5 26594 % 41,704 0§ 34759
Off balance sheet liabilities:
Financial guarantees: $ — § 9 8 - % 6
(a) Far value determined in accordance with accounting standards related to the determination of fair value.
tb)  Excludes capital leases. .
{c} See Notes | and 3 for discussion of the deconsolidation of Oncor Holdings effective as of January 1, 2010,
Sece Notes 15 and 17 for discussion of necounting for financial instruments that are derivatives.
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17. COMMODITY AND OTHER DERIVATIVE CONTRACTUAL ASSETS AND LIABILITIES
Strarzgic Use of Derivatives

We enter into physical and financial derivative instruments, such as options, swaps. futures and forward contracts, primarily to manage commodity
price risk and interest rate risk exposure. Our pringipal activities involving derivatives consist of a long-term commodity hedging program and the hedging of
interest costs on our long-term debt. See Note 15 for a discussion of the fair value of all derivatives,

Long-Term Hedging Program ~ TCEH has a long-term hedging program designed o reduce exposure (o changes n future ¢leciricity prices dus to
changes in Uhe price of natural gas, thereby hedging future revenues from electricity sales and related cash flows. in ERCOT, the wholesale price of electricity
is largely correlated to the price of natural gas. Under the program, TCEH has entercd into market transactions involving natural gas-refated financial
instruments and has sold Forward natural gas through 2014, These transactions are intended to hedge a majority of electricity price exposure related to
expected baseload generation for this period. Changes in the fair value of the instruments under the long-term hedging program are reporied in the income
statement in net gain (loss) from commodity hedging and tradng activities,

Tuterest Rate Swap Transactions — Interest rats swap agreements are used to reduce exposure to interest rate changes by converting floating-rate debt
to fixed rates, thereby hedging future mierest costs and reiated cash flows. Interest rate basis swaps are used to effectively reduce the hedged borrowing costs

Changes in the Fair value of the swaps are recorded as unrealized gains and losses in interest expense and related charges. See Note 11 for additional
wformation about interest rate swap agreements.

Orher Corumodity Hedging and Trading Activizy — {0 addition to the long-term hedging program, TCEH enters mio derivatives, mcluding electricity,
natural gas, fuel oil and coul instruments, generally for shorter-term hedging purposes. To a himited extent, TCEH also enters into derivative transactions for
proprictary trading purposes, principally in natural gas and electricity markets.

Financinl Stavenent Effects of Derivatives

Substantislly sl commodity and other derivative contractual assets and labilities avise from mark-to-market accounting consistent with accounting
standards related o denvative instruments and hedging activities. The following tables provide detail of commodity and other derivative contractual assets
and liabilities (with the column totals representing the net positions of the contracts) as reported in the balance sheets as of December 31, 2010 and 2008

December 31, 2010

Derivative nsets Derivative Hahilities
Commodity Tnterest rate Commodity Interest rate
contracty SWADY contracis swaps Total

Current assets 3 2637 % 95 8 —_ % — 3 2,732
Noncurrent assets 2,068 3 - o 2,071
Current Habilities (03] {1,542) {739 (2,283
Noncurrent liabilities e - {54} {803%) (869}

Net assets (fiabilities) $ 4703 8 98 5§ {1,606y § (1.544) § 1,651
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D her 31, 2009

Derivative sssets Derivative Habilities
Commadity Interest rate ' Commodity Interest rate
1 cantrasts swaps ) contracis swaps Total

Current assets 3 L2327 0% 60§ 4 3 — % 2,391
Noncurrent assets 1,525 4 —_ e 1,533
Current liabilities - - (1,705) {687) {2,392)
Moncurrent Habilities — e (441) (5619) (106

Net assets {liabilities) $ 38% 3 64 3 214 $ {1306) § 472

As of December 31, 2010 and 2009, there were no derivative positions accounted for as cash flow or fair value hedges.

Margin deposits that contractuaily offset these derivative instruments arc reported separately 1 the balance sheet and totaled $479 million and $358
miltion in net liabilities as of December 31, 2010 and 2005, respecuvely. which do not include the collateral investments related to certain interest rate swaps
and commodity positions discussed immediately below. Reported amounts as presented in the above table do not reflect netting of assets and labilities with
the same counterparties under existing netting arrangements This presentation can result in significant volatility in derivative assets and liabilities because we
may enter into offselting positions with the sarfie counterparties, resulting irt both assets and liabilities, and the underlying commodity prices can change
significantly from period to period. :

In 2009, we entered into collateral funding transactions with counterparties to certain inlerest rate swap agreements related 1 TCEH debt, Under the
terms of these transactions, which we elected to enter into as a cash management measure, ag of December 31, 2009, EFH Corp. (parent) had posted $400
nullion in tash and TCEH had posted $65 million in letters of credit to the counterparties, with the outstanding balance of such collateral caming interest.
TCEH had also entered into commodity hedging transactions with one of these counterpartics, and under an arrangement effective August 2009, both the
interest rate swaps and certain of the commodity hedging transactions with the counterparty are under the same derivative agreement, which continues to be
sceured by ¢ frstelién interest in the assets of TCEH, In accordance with the agreements, the counterparties retumed the collateral, along with accrued interest,

ont March 31, 2010, As of December 31, 2009, the cash collateral was recorded as an investment and was presented in the balance sheet {including accrued
interest) as a separate ling item under current assets,

The following table presents the pre-tax effect on net income of derivatives not under hedge accounting, including realized and unrealized effects:
<

Year Ended December 31,

Derivetive {Income statementwgresmnﬁon{ 2018 . 2869
Commodity contracts (Net gam from commodity hedging and trading activities) $ 2,162 [3 1,741
Commodity contracts {Other income) (a) {16 -
Interest rate swaps (Interest expense and related charges) (880) 12
Net gain 3 1,398 $ 1,753

{8) Represents a gain on termination of a long-ferm power sales contract (see Note 9).
Amounts reported i the income statement in net gain from commodity hedging and trading activities include net “day one” mark-to-market gains of 85

million m the year ended December 31, 2010 and net "day one” mark-to-market losses of $2 mullion and $68 million in the years ended December 31, 2009

and 2008, respectively. Substantiaily all of these losscs arose from a related series of derivative transactions ehtered into under the long-term hedging
program.
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The following lable presents the pre-tax effect on net income and other comprehensive income (OCI) of derivative instruments previousty accounted for
as cash flow hedges:

Amaunt of losa

recognized in GCl
{effective portion} Income statement prosentation of loss reclassified

Yenr Eaded Uecember 34, from atcumuiaied OCH into income Year Ended December 31,

Derivative 2819 2009 {effective portion} Pty 2099
interest rate swaps 3 s % —  interest expense and related charges $ 8N $ (184)

repreciation and amortization (2}

Commodity contracts e (30} Fuel, purchased power costs and delivery fees e {16
Ciperating revenues {1 2)
Total $ e 5 (3 $ {90) 3 {202)

There were no transactions designated as cash flow hedges Juring the year ended December 31, 2010, There were no ineffectiveness net guins ur lusses
related to transactions designated as cash flow hedges in the year ended December 31, 2009,

Accumuisted other comprehensive income related 1o cash flow hedges as of December 31, 2010 and 2009 totaled $59 million and $128 million in net
fosses (after-iax), respechively, substamtially all of which relates 1o interest rate swaps. We expset that $19 million of nat losses related to cash flow hedges

included i accumulated other comprehensive income as of December 31, 2010 will be reclassified into net income during the next twelve months as the
refated hedged transactions affect aet income.

Derivative Valumes

The following table presents the gross notional amounts of derivative volumes as of December 31, 2610 and 2009

December 34,

2010 2008

Derivative tvne Notivasl Volome Unit of Measure

{nterest rate swaps:
Floating/fixed hS 17,500 § 13,000 Mitlion US dollars
Basis 5 13200 & 16,250 Million US dollars

Natural gas:
Long-term hedge forward sales and purchases (a} 2,681 3402 Million MMBw
Locational basis swaps 1.092 1,010 Mitlion MMBtu
Alf other 887 1433 Million MMBto

Electricity 143,776 198,230  GWh

Congestion Revenue Rights (b) 15,782 e GWh

Cosl 6 53 Million tons

Fuel o 109 161 Million galions

{a} Represents gross notional forward ssles, purchases and options of fixed and basis {price point) ransactions in the long-term hedging

program, The net amount of these transactions, excluding basis transactions, was 1.0 billion MMBitu snd 1.6 billion MMBtu as of
{recember 31, 2010 and 2009, respectively.

[{] Represents gross forward sales and purchases associated with instruments used 1o hedge price differences between settlement points in
the new nodal wholesale market design implemented by ERCOT.
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Credit Risk-Related Contingent Features of Derivatives

The agreements that govern our derivative mstrument transactions may contain certain credit risk-related contingent features that could trigger liquidity
requirements in the form of cash collateral, letters of credit or some other form of credit enhancement. Certain of those agreements require the posting of
coliateral if pur credit rating is downgraded by one or more credit rating agency; however, due o our credit ratings being below investment grade,
substantially all of such coilateral posting requirements are already effective. |

As of December 31, 2010 ahd 2009, the fair value of jiabilities related to derivative instruments under agreements with credit risk-related contingent
featurcs that were not fully cash collateralized totaled $408 million and $687 million, respectively. The liyuidity exposure associated with these liabilities was
reduced by cash and letter of credit postings with the counterparties totaling $65 million and 3152 million as of December 31, 2010 and 2009, respectively. If
all the credit risk-related contingent features related to these derivatives had been triggered, including cross default provisions, as of December 31, 2010 and

2009, the remaining related liquidity requirement would have totaled $18 million and $20 million, respectively, after reduction for net accounts receivable and
derivative assets under netting arrangements.

In addition, certain derivative agreements that are coliateralized primarily with assct liens include mdebtedness cross-defanlt provisions that could resuit
in the settfemnent of such contracts if there were a failure under other financing arrangements to meet payment terms of to comply with other covenants that
could result in the acceleration of such indebtedness, As of December 31, 2010 and 2009, the fair value of derivative Habilities subject to such cross-defauit
provisions, largely related to interest rate swaps, totaled 51,865 billion and $1.482 bullion, respectively. (before consideration of the amount of assets under
the liens). No cash collateral or letters of credit were posted with these counterparties as of December 31, 2010 to reduce the liquidity exposure, but $489
million of such collateral was posted as of December 31, 2009, with the decline reflecting the retum of collateral from counterparties to certain interest ratg
swaps related to TCEH debt as discussed above in this note. If ali the credit risk-related contingent features related to these derivatives, including amounts
related to cross-default provisions, had been triggered as of December 31, 2010 and 2009, the remaming related liquidity requirement would have totaled

$674 miltion and $480 million, respectively, after reduction for derivative assets under netting arrangements {before consideration of the amount of assets
under the liens). See Note 11 for a description of other obligations that are supported by asset liens.

As discussed immediately abéve, the aggregate fair values of habilities under de;{vative agreements with credit risk-related contingent features,
including cross-default provisions, totaled $2.273 billion and 32,169 billion us of December 31, 2610 and 2009, respectively. This amount is before

consideration of cash and letter of credit collateral posted, net accounts receivable and derivative assets under netting arrangements and assets under related
tiens

Seme commodity derivative coniracts contain credit risk-related contingent features that do not provide for specific amounts to be posted if the features
are triggered. These provisions include material adverse change, performance assurance, and other clauses that generally provide counterparties with the right

10 request additional credit enhancements. The amounts disclosed above exclude credit risk-related contingent features that do not provide for specific
« amounts or exposure calculations.
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Concentrations of Credit Risk Related to Derivatives

TCEH has significant concentrations of credit risk with the counterparties to its derivative contracts. As of December 31, 2010, total credit risk
exposure to all counterparties related to derivative contracts totaled $4.9 billion (including associated uccounts receivable). The net exposure to those -
counterparties totaled $1.8 million as of December 31, 2010 afler taking into effect master netting arrangements, setoff provisions and collateral. The not
exposure, assuming sctoff provisions in the event of default across all EFH Corp. consolidated subsidianes, totaled 31,6 billion. As of December 31, 2010, the
credit risk exposure 1o the banking and financial sector represented 93% of the total credit risk exposure, 4 significant amount of which is related to the long-
term hedging program, and the largest net exposure 1o a single counterparty totaled approximaely $800 million. Exposure fo the banking and financial sector
counterpartes is considered to be within an acceptable level of risk tolerance because substantially all of this exposure is with counterparties with credit

ratings of A" or better, However, this concentration increases the risk that a default by any of these counterparties would have a material adverse effect on
our financial condition, results of operations and lamdity.

The iransactions with these counterpartics comain certain provisions that would require the counterparties to post collateral in the event of a material
downgrade in their credit rating, We mamtain credit risk policies with regard to our counterparties to minimize overall credit risk. These policiss specify
authorizad risk mitigation tools including, but not limited to, use of standardized masier nelung contracts and agreements that allow for netting of positive and
negative exposures associated with a single counterparty. Credit enhancements such us parent guarantees, letters of credit, surety bonds, liens on assets and
margin deposits are aiso utilized. Prospective material adverse changes in the payment history or financial condition of a counterparty or downgrade of 45
credit yuality result in the reassessment of the credit limit with that counterparty. The process can result in the subsequent reduction of the credit limitor a
request for additions! financial assurances. An event of default by one or mure Counterparties could subsequently result in termination-related sestiement

payments that redoce available Hquidity if amounts are owed to the counterparties related to the derivalive contracts or delays in receipts of expected
settlements if the vounterparties owe amounts to us,
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18, OTHER INVESTMENTS

The other investiments balance consists of the following:

* December 31,
2046 2089

Nuclear decommissiomng trust . $ 536 % 475
Assets related to employee benefit plans, including employee savings programs, net of distributions (a) 117 184
Land 41 43
Miscelianeous other 3 4
Total investments § 697 § 706

Eoem o E

(2)  See Notes 1 and 3 for discussion of the deconsolidation of Oncor Holdings effective 25 of January 1, 2010.

Nuclear Decommissioning Trust

Investments in a trust that will be used o fund the costs to decommission the Comanche Peak nuclear generation plant are carried at fair valug,
Decommissioning costs are being recovered from Qncor’s customers as a delivery fee surcharge over the life of the plant and deposited in the trust fund. Net
guing and losses on investrments in the trust fund are offset by a corresponding change in reccivables from/payables due to unconsolidated subsidiary,
reflecting changes in Oncor's regulatory asset/liability. A summary of investments in the fund follows:

December 31, 2010
Cost () Unreatized pain Unrealized loas Fair market value
Debt securities (b) $ 221 % 6 $ 4y § 223
Equity securities (¢} . 213 113 (15) 313
Total $ 434§ 21 % (19 3 536
December 31, 2009
Coat (a) Unrealized gain Unrealized foss ' Fair market value
Debt securities (b) $ 21 8 8 3 3 8 216
Equity securities (€) 195 83 {19 259
Total $ 406 $ 91 8 2 s 475

{a}  Includes realized gains and losses of securuties sold.

(by  The investment objective for debt securitics is to invest in a diversified tax efficient portfolic with an overall portfolio rating of AA or above a5 graded
by S8&P or Aal by Moody's. The debt securities are heavily weighted with municipal bonds. The debt securitics had an average coupon rate of 4 61%%
and 4.44°, and an average maturity of 8.8 years and 7.3 years as of December 31, 2010 and 2009, respectively.

(¢} The investment objective for equity securities is to invest tak efficiently and to match the performance of the S&P 500 Index.

Debt securities held as of December 31, 2010 mature as follows: 376 million in one to five years, $52 million in five to tea vears and $95 million after
ten years. . ’
¥
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The following table summarizes procecds from sales of avadable-for-sale secuiities and the related realized gains and losses from such sales,

Year Ended December 31,

2010 Piiicd 1008
Realized gaing s i $ 1 $ [
Realized losses {2) (6} €3}
Proceeds from sale of securities 974 3,064 1,623

Assets Related to Emplayee Benefit Plany

The majority of thege assets represent cash surrender values of life insurance policies that are purchased to tund liabilities under deferred compensation
plans. We pay the premiums and are the beneficiary of these life insurancs policies. As of December 31, 2010 and 2009, the face amount of these policies
totaled $175 mitlion and $322 million, and the net cash surrender values totaled 868 million and 3124 million, respectively. Changes in cash surrender value
are netted agamst premiums paid, Other wvestment assets held {o satisfy deferred compensation liabilities are recorded at fair value.
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" 19, TERMINATION OF OUTSOURCING ARRANGEMENTS

In connection with the closing of the Merger, EFH Corp., TCEH and Oncor commenced a review, under the change of contro! provision, of certain
outsourcing arrangements with Capgemini, Capgemini America, Inc. and Capgemini North America, Inc. {collectively, CgE). In 2008, EFH Corp. and TCEH
executed a Separation Agreement with CgE, Simultaneous with the execution of that Separation Agreement, Oncor entered into a substantiaily similar
Separation Agreement with CgE. The Separation Agreements principally provide for (i) notice of termination of each of the Master Framework Agreements,
dated a5 of May 17, 2004, a5 each hus been amended, between Capgemini and each of TCEH and Oncor and the related service agrecments under each of the
Master Framework Agreements and (ii} termination of the juint venture arrangements between EFH Corp. (and its applicable subsidiaries) and CgE. Under
the Master Framework Agreements and related services agreements, Capgemini provided outsourced support services, including information technology,
customer carc and billing, humarn resources, procurement and cortain finance and accounting activities, As a result, during 2008;

. the 2.9% limited partnership interest in Capgemini owned by a subsidiary of EFH Corp. was redeemed in exchange for the termination of the
license that was granted by a subsidiary of EFH Carp. to Capgemini at the time the Master Framework Agreements were executed in order for
Capgemini to use certain information technology assets primarily consisting of capitalized software 10 provide services to us and third parties:

we received approximately 570 million in cxgh‘m&e for the termination of a purchase option agrccmem pursuant to which our subsidiaries had

the right to "put” to Capgernini (and Capgemin had the right to *call” from a subsidiary of ours) our 2.9% limited partership interest in
Capgemini and the licensed assets upon the expiration of the Master Framework Agreements in 2014 or, in some circumstances, earlier, and

+ Capgemini repaid 523 million {plus scerued interest) representing all amounts owed by Capgemini under the working capnal loan provided by us
m July 2004,

/

,
Under the Séparation Agresments, the parties also entered into a mutual refease of all claims under the Master Framework Agreements and related
services agreements and the joint venture agreements, subject to certain defined exceptions, resulting in our receipt of $10 million in cash settlement.

The carrying value of the partnership interest was 32.9 million, and the carrying value of the purchase option was $177 miltion prior to the application
of purchase accounting (recorded as a noncurrent asset). The effects of the termination of the outsourcing arrangements, mcludmg an accrued ltability of $54
million for incremental costs to exit and transition the services, were included in the final purchase price allocation.

The following table summarizes the changes to the exit Hability:

Competitive Hegulated
Electric Delivery
segment sepnrent Tatal
Liability for exit activitics as of January 1, 2009 b 38 3 6 3 34
Payments recorded against lability {(24) [C3) (28)
Other adjustrnents to the lability (8) (11) [$10)] 2D
Liability for exit activities as of December 31, 2009 $ ‘ 3 08 2 3 5
Payments recorded against liability th 2} (3
Other adjustments to the liability (a) . {2) [}
Liabitity for exit activities as of December 31, 2010 3 ' — % . g

f

{8} Represents reversal of exit liabilities due primarily to a shorter than expected outsourcing services transition period,
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20.  PENSION AND OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPEB) PLANS

EFH Corp. is the plan sponsor of the EFH Retrement Plan (Retirement Plan), which provides benefits to eligible employecs of subsidiaries
(participating employers}. The Retirement Plan 1s a qualified defined benefit pension plan under Section 401(a} of the Internal Revenue Code of 1986, as
amended (Code), and is subject 1o the provisions of ERISA. The Retirement Plan provides benefits to particrpants under one of two formuias: (i) a Cash
Balance Formula under which participants earn monthiy contnbution credits based on thew compensation and a combmnation of their age and vears of service,
plus monthly interest credits or (i) a Traditional Retirement Plan Formula based on years of service and the average eamings of the thres years of highest
sarnings. The interest component of the Cash Balance Farmula is variable and is determined using the yield on J0-vear Treasury bonds. Under the Cash
Balance Formula, future increases in eamings will nof apply 1o prior service costs

Effective October 1, 2007, all new employecs, with the exception of employees hired by Oncor, are not eligible to participate in the Retirement Plan,
New hires at Oneor are eligible 10 participate in the Cash Balance Formula of the Retirement Plan, It is our policy to fund the plans on a current basis to the
extent deductible under existing federal tax regulations.

‘We ulso bave supplemental unfunded retirement plans for certain employees whose retirement benefits cannot fully be earned under the qualified
Retirement Plan, the inforraation for which is included below

We pftes OPED in the form of health care and life insurance to zligible employees and ibeir eligible depondents upon the retirement of such employees.

For employees retiving on or after January 1, 2002, the retirze contributions required for such coverage vary based on a formula depending on the retiree's age
and years of service.

Regularory Recovery of Pension and OPEB Costs

PURA provides for the recovery by Oncor of pension and OPEB costs for all applicable former employees of the regulated predecessor integrated
electric utthty, which mn addition to Oncer's own employess consists largely of active and retired personnel engaged i TCEH's activities, related to service of
tHose additional personne] prior 1o the deregulation and disaggregation of our businesses effective Janwary {, 2002, Oncor is authorized to establish a
regulatory asset or lianbility for the difference berween the amounts of pension and OPEB costs approved in current billing raiws and the actual amounts that
would otherwiss have been recorded as charges or credits to eamings. Amounts dsferred are ultimately subject to regulatory approval. As of December 31,
2018 and 2009, Oncor had recorded regulatory assets totaling $1 048 billion and 3889 million, respectively, related to pension and OPEB costs, including
amounts related to deferred expenses as well as amounts related to unfunded liabitities that otherwise would be recorded as other comprehensive incone.

Pension and OPER Cosix Recognized as Expense

Year Ended December 31,

2010 2009 008
Pension costs $ 100 % 4 0§ 21
GPER costs 80 70 38

Total benefit custs $ 180 ¢ 14 % 1
Less amounts expensed by Oncor (and sot consolidated} an . i
Luss arnounts deferred principally as a regulalory asset or property by Oncor (93) (66) (42)

Met amounts recognized as expenss by EFH Corp, and consolidated subsidiaries $ 30 $ 48 5 »;
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We use the ealeitlated value method to determine the market-related value of the assets held in trust. We include the realized and unrealized gains or
losses in the market-related value of agsets over a rolling four-year period. Each year, 2575 of such gains and losses for the current vesr and for each of the
preceding three years is included in the market-related value. Each year, the market-relnted value of assets is increased for contributions to the plan and

invesiment income and is decreased for benefit payments and expenses for that vear.

Detaited Information Regarding Pension Benefits

The following wnformation is based on December 31, 2010, 2009 and 2008 measurement dates;

Assumptions Used 1o Determine Net Periodic Pension Cost
Discount rate
Expected return on plan assets
Rate of compensation increase
Components of Net Pension Cost:
Service cost
Intercst cost
Expected return on assets
Ainortization of prior service cost
Amortization of net loss
Recognized curtatiment loss
het pertodic pension cost
Orther Changes i Plan Assets and Benefit Obligations Recognized in Other Comprehensive Income:
Met loss
Amortization of net gain
Reclassifieation to regulatory asset
Purchase accounting adjustment
Total loss {income) recognized in other comprehensive income
Total recognized in net periodic benefit cost and other comprehensive income

Assumptions Used to Determine Benefit Obligations:
Discount rate
Rate of compensation increase

179

Year Ended December 31,
2060 009 2008

©590%,  630°%  6.55%
800%  825%  B.25%
371% 375 3.70%

$ 42 % 38 % 36

160 159 148
{160y (166) {165}
i I i
57 12 i

$ 100 0§44 8 2

$ 27 % .45 § 204
19} — -
— e {6}
o e {18

$ g8 § 45 % 188

3 I0B 5 89 3 209°
Year Ended December 3,

2010 2065 1008

350% 350%  6.90%
374%  371% 3.75%
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Year Fnded Decnmber 1,
214 2088

Change in Pension Obligation:

Projected benefit obligation as of beginning of year $ 2,742 $ 2,337
Service cost 42 338
interest cost 160 160
Actuarial loss 253 328
Benefins paid (135 (133
Setttements e 14

Projected benefit obligation as of end of year 3 3072 5 2.742

Accumulated benelit obligation as of end of year g 2,263 % 2.581

Change in Plan Aszets:

Fair value of assets as of beginning of year kY 2,004 $ 1,736
Actual return on assets 251 292
Employer contributions {(3) 43 109
Benefits paid {135} {133

Fair value of assets a5 of ead of vear 3 2,135 % 2004

NI T P e e e e

Funded Status:

Projected pension benefit obligation $ (367 % {2,742)

Fair value of assels 2,185 2,004
Funded status as of ead of year 3 {887) 3 (738

Year Euded Deceatber 31,
kL] 2009

Amounis Recognued in the Balance Sheet Congist of:

QOther noncurrent assets {b) $ 10 $ iy

Other current Hahilities {5 {4)

Other noncutrent habilitics [£16) 17449
Net Habifity recognized $ (887) b {738)

Amopunts Recogmzed in dccwnulated Other Comprehensive Income Income Consist of,

Mt loss 3 261 3 232

Amounts Recogruzed by Oncor as Regudaiory Assets Consist of (¢}

Net loss 3 616 5 529

Prior service gost _— I
Net amount recognized ) 616 5 330

{2} 2009 amount included transfers of invesiments related to the salary deferral and supplemental retirement plans totaling 331 mitlion,
{by  Amounts represent ovarfunded plans,

{cy  Amounis are reflected by EFH Corp. in receivables from unconsalidated subsidiary
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The following table provides information regarding pension plans with projected benefit obligation (PBQ) and accumulated benefit obligation (ABQ) in
excess of the fair value of plan assets,

December 31,
1 0810 2009
Pension Plans with PBO and ABO in Excess Gf Plan Asseis:
Projected benefit obligations 3 3,067 N 2,738
Accumulated benefit obligation 2.858 2,577
Plan assets 2,170 1,989

Pension Plan {nvestment Strategy and Asset Allocations

Our investment objective for the Retirement Plan is 1o mvest in a suitable mix of assets to meet the future benefit obligations at an acceptable level of
risk, while minimizing the volatility of contributions. Equity securities are held to achieve returns in excess of passive indexes by participating in a wide range
of investment opportunities. Intemational equity securities are used to further diversify the equity portfolio and may include investments in hoth developed
and emerging international markets, Fixed income securities include primarily corporate bonds from a diversified range of companies, US Treasuries and
agency securities and money market instruments. Qur investment strategy for fixed income investments is to maintain a high grade portfolic of securities
which assist us in managing the volatility and magnitude of plan contributions and expense wiile maintaining sufficient cash and short-term invesements to
pay near-term benefits and expenses. :

The target assct allocation ranges of pension plan investments by asset category are as follows:

R Farget
Allocation
Asnzet Carepory Hanpes
LS equities 15% ~ 50%
International equitics §% - 20%
Fixed income . 490% ~ 70%
Other % - 10%
Fair Vatue Measurement of Pension Plan Assets
As of December 31, 2010, pension plan assets measured at fair value (sec Note 15) on a recurring basis consisted of the following:

Asset Category Level 1 Lavel 2 Levsl3 o Total
Interest-bearing cash $ - 3 69 $ e $ &9
Equity securities:

us 422 94 — 516

Intemational 248 84 ‘- 332
Fixed income securities:

Corporate bonds (a) P 1,137 - 1,137

US Treasuries R 21 - 21

Other (b} - 96 - 96
Preferred securities o s 14 14

Total assets $ 670 3 Iﬁlg 3 14 h 2,183

(a)  Substantiaily all corporate bonds are rated investment grade by 2 major ratings agency such as Moody's.
{b)  Other consists primarily of US agency securities.
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Ag of Desember 31, 2009, pension plan assets measured at fair value on 1 recurring basts consistad of the following:

Asyet Cotegery Level | Level 2 Leveld Totai
interest-buaring cash 4 e $ 99 % e $ P
Equity securities:
us 340 142 e 582
International 257 7% 336
Fixed income securities:
Curporate bonds {2} e 908 - 908
US Treasuries — 2t K
Other (b) e 44 44
Preferred sccurities e e 14 i4
Total assets b 597 % 1,393 3 14 2 2,004

{8} Substantiaily all corporate bonds are rated investment grade by a major ratings agency such as Moody's.
(h)  Other consists primarily of US agency securities.

'} here was no significant change in the fair values of Level 3 assets in the perads presented.
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Detailed Information Regarding Postretirernent Benefits Other Than Pensions

The following OPEB information is based on December 31, 2010, 2009 and 2008 measurement dates:

’

Assumptions Used to Determine Net Periodic Benefit Cost:
Discount rate !
Expected return on plan assets

Components of Net Postretirement Benefit Cost.

Service cost

Interest cost

Expected return on assets

Amortization of net transition obligation

Amortization of prior service cost/{credit

Amortization of net foss '

Net periodic OPEB cost

Other Changes s Plan dssets and Benefit Obligations Recognized in Other Comprehensive Income;

Net foss
Amortization of net gain
Reclassification to regulatory asset
Purchase accounting adjustment
Total loss (income) recognized in other comprehensive incothe
Total recognized in net periodic benefit cost and other comprehensive income

Assumptions Used to Deternune Benefit Obligations at Period End;
Discount rate

183

Year Ended December 31,

2019 2009 2008
§.90% 6.85% 6.55%
7.60% 7.64% 7.90%
$ 13 8 10 % 10
61 61 59 -
[{5))] (13) {20y
i i i
) M o
21 i2 8
$ 8 3§ 70 %5 38
$ 408 45 5 |
I -
- (28)
— — )
£ 13 0% 15 0§ (o8
$ 63 % 8 § 10
Year Ended December 31,
2010 3009 1008
5.55% 590%  6.85%
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Changz m Postretirement Benafit Obligation:
Benefit obligation as of beginning of year
Service cost
Interest cost
Participant contributions
Madicare Part D reimbursement
Actuarial loss
Benefits paid
Benefit obligation as of end of year

Change 1 Plan Assets:

Fair value of assets as of beginning of year
Actual return on assets
Employer contributions
Participant contributions
Benefits paid

Fair value of assets as of end of year

Funded Status,

Benefit obligation

Fair value of assets
Funded status as of end of yeor

Amounts Pecognized on the Bulance Sheet Consist of
Orher noncurrent labilities
Amounts Recognized in Acciamdated Cther Comprehensive Income Consist of:
Met loss
Amounts Recognized by Oncor as Regwlatory dssets Consist of (a):
Nat tuss
Prior service cost credit
Net transition obligation
Met amount recognized

Year Ended December 33,

2019 2008
£ £,063 $ 919
13 10
61 61
17 23
4 8
98 108
(63} 164)
3 1,191 $ 1.863
3 21 3 198
24 3
24 22
17 23
{63) (64)
$ 211 3 211
£ 4,19 $ {1,.063)
211 211
§ 98y % 832
Year Ended December 31,
2310 1699
3 {980y s {252y
3 36 3 23
$ 296 b 242
{5} ¥
3 4
3 294 3 239

{a)  Amounis are reflected by EFH Corp. in receivables from unconsolidated subsidiary.
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The following tables provide information regarding the assumed health care cust trend rates.

‘

Assumed Health Care Cost Trend Rates-Not Medicare Eligible
« HMealth care cost trend rate assumed for next year

Rate to which the cost trend is expected to decline (the ultimate trend rate)
Year that the rate reaches the ultimate trend rate

Assumed Health Care Cost Trend Rares-Medicare Eligibie

tlealth care cost trend rate assumed for next year

Rate to which the cost trend is expected to decline (the ultimate trend rate)
Year that the rate reaches the ulimate trend rate

»

Sensutivity Analysis of Assumed Health Care Cost Trend Rates
Effect on accumulated postretirement ubligation
ffect on postretirement benefits cost

OPEB Plan Invesiment Strategy and Asset Allocations

X

Derember 31,
2010 2909

9.00% . 8.00%

! 5.00% 5.00°
2021 2016
8.06% 7 00%
5.00%s 5.00°%
2021 2016

{-Percentage Point

increase

1-Percentage Point

Decrease

156 3
12

(131)
{19)

Our investment objective for the OPEB plan primarily follows the objectives of the Retirement Plan discussed above, while maintaining sufficient cash
and short-term investments to pay near-term bencfits and expenses The actual amounts as of December 3, 2010 provided below are consistent with the

Company's asset atlocation targats.
pany g

I
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Fair Value Meuasurement of OPEB Plan Assets

As of December 31, 2010, OPEB plan assets measured at fair value on a recurring basis consisted of the following:

Asset Catepory Level t Level 2 Level 3 Total
interest-hearing cash $ o $ 11 1
Equity securities:
us 62 4 66
International 27 4 31
Fixed income securities:
Corporate bonds {a) — 55 55
LS Freasuries — 1 H
Cither (b 47 4 46
Preferrad securities - - i
Total assets $ 13 ) 79 211
(&)  Substantiatly all corporste bonds are rated investment grade by a major ratings agency such as Moody's.
(by  Other consiats primanty of US agency securities.
As of December 31, 2009, GPER plan asseis measured at fair value on a recurning basis consisted of the following;
Asset Oategory f.avel | favel 2 foveld Total
Intetest-hearing cash $ o % 18 1%
Equity securities:
us . 56 13 &3
International 21 4 31
Fixed income securities:
Corporate bonds (a) — 50 56
US Treasures J— H §
Other (b} 39 2 41
Preferred securities - . 1
Tatal asseis 3 122 3 8 211

(a;  Substantiplly all corporate bonds are rated investment grade by a major ratings agency such as Moody's.

(bY  Onher consists primarily of US agency secursties.

There was sio sigmificant change w the fair values of Level 3 assets in the periods presented.
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Expected Long-Term Rate of Return an Assets Assumption ’

The Retirement Plan strategic asset allocation is determined in conjunction with the plan's advisors and utilizes a comprehensive Asset-Liability
modeling approach to evaluate poteatial long-term outcomes of various investment strategies The study incorporates long-term rate of return assumptions for
each asset class based on historical and future expected asset class returns, current market conditions, rate of inflation, current prospects for economic growth,
and taking into account the diversification benefits of investing in multiple asset classes and potential benefits of employing active investment management.

1
Retirement Plan

Expected Long-Term
Aset Clusg

Rate of Return
US equity securities 84%
International equity securities ¢ 8 8%
Fixed income securities 59%
Preferred securities 0 0%
1.7%
OPEB Plan i
Expected Long-Term
Plaa Type : Returns
401(h} eccounts ) 7.7
Life Insutance VEBA : ’ 6.7%
Union VEBA’ 6.7%
Non-Union VEf}A 2 9%
7.1%

)
Significant Concentrations of Risk
The plans' investments are exposed to risks such as interest rate, capital market and credit risks. We seek to optimize returmn on investment consistent
with fevels of liquidity and investment risk which are prudent and reasonable, given prevailing capital market conditions and other factors specific to us.
While we recognize the importance of return, investments will be diversified in order to minimize the risk of large losses unless, under the circumstances, it1s

clearly prudent not to do so. There are also various restrictions and guidelines in place including limitations on types of investments allowed and portfolio
weightings for certain investment securities to assist in the mitigation of the risk of lurge losscs.

Assumed Discount Rare

We selected the assumed discount rate using the Hewitt Top Quartile yield curve, which is based on actual corporate bond yields and as of
December 31, 2010 consisted of 141 corporate bonds rated AA or higher as reported by either Moody's or S&P.
Amortzation in 2011

In 2011, we estimate amortization of the net actuarial oss and prior service cost for the defined benefit pension plan from accumutated other
comprehensive income into net periedic benefit cost will be $92 million and $1 mitlion, respectively. We estimate amortization of the net actuarial loss, prior

service credit, and transition obligation for the OPEB plan from accumulated other comprehensive income into net periodic benefit cost will be $29 miilton, a
$1 million creditand $1 million, respectively.
i

Cantributions in 2011 and }310

Fstimated funding for calendar year 2011 totals $175 million for the Retirement Plan and $26 mitlion for the OPEB plan. We made pension and OPED
contnbutions of $43 million and $25 mullion, respectively, in 2010, of which $58 million was contributed by Oncor.
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Future Benefit Payments

Estimated future benefit payments to beneficiaries are as follows:

Pension benefits
QPEB
Medicare Part D subsidies

Thrift Plan

201620
79 % L,O70
AV 404
% % (&F4]

Our employees may participate in a qualified savings plan (the Thnft Plan). This plan is a participant-directed defined contribution plan miended 10
quatify under Section 401(a) of the Code, und is subject to the provisions of ERISA. Under the terms of the Theift Plan, employees who do not earn more than
the IRS threshold compensation Himit used to determine highly compensated employess smay contribute, through pre-iax salary deferrals and/or after-tax
payroll deductions, the lesser of 78% of their regular salary or wages or the madmum amount permitted under applicable law, Employees who earn more than
such threshold may contribuwte from 1% to 16% of their regular salary or wages. Employer matching comributions are also made in an amount equal to 160%
of the first 6% of employee contributions for employees who are covered under the Cash Balance Formula of the Retirement Plan, and 75%s of the first %0 of
employes contributions for employees who are covered under the Traditional Retirement Plan Formula of the Retirement Plan, Employer matching
contributions are made in cash and may be allocated by participanis to any of the plan's investment options. Cur contributions to the Thnft Plan totaled $19

million, $28 miltion and $23 million in the years ended December 31, 2010, 2009 and 2008, respectively,
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21,  STOCK-BASED COMPENSATION
EFH Corp. 2607 Stock Incentive Plan ’

In December 2007, we established the 2007 Stock Incentive Plan for Key Employees of EFH Corp. and its Affiliates (2007 $iP), Incentive awards
under the 2007 SIP may be granted to directors and officers and qualilied munagerial employees of EFH Corp. or its subsidiaries or affiliates in the form of
non-qualified stock options, stock appreciation rights, restricted shares, deferred shares, shares of common stock, the opportunity to purchase shares of
common stock and other awards that are valued in whole or in part by referance to, or are otherwise based on the fair market value of EFH Corp.'s shares of
commeon stock. The 2007 SIP peamits the grant of awards for 72 million shares of common stock, subject to adjustments under applicable laws for certain
events,'such as a change in control, and no such granis may be issued after December 26, 2017, Shares related to grants that are forfested, terminated,

cancelled. expire unexercised, withheld to satisfy tax withholding obligations, or are repurchased by the Company are available for new grants under the 2007
SIP.

Stock Options ~— Under the terms of the 2007 SIP, options to purchase 3 8 million, 14.7 miltion and 33.1 million shares of EFH Corp. common stock
were granted to certain management employees in 2010, 2009 and 2008, respectively. OFf the options granted in 2010 and 2009, 1.6 million and 9.2 million,
respectively, were granted i exchange for previously granted options. Vested awards must be exercised within 10 years of the grant date. The options initially
provided the holder the right to purchase EFH Corp. common stock for $5 00 per share. The terms of the options were {ixed at grant dats. The stock option
awards under the 2007 81P consist of three types of stock options. One-half of the options initially granted vest solely based upon continued employment over
a specific period of time, generally five vears, with the options vesting ratably on an annual basis over the périod {Time-Based Options). Qne-half of the
options initially granted vest based upon both continued employment and the achievement of targeted five-year EFH Corp. EBITDA levels (Performance-
Based Options). The Performance-Based Options may also vest in part or in full upon the occurrence of certain specified liquidity events. All options remain
exercisable for ten years from the date of grant. Prior to vesting, expenses are recorded if the achicvement of the EBITDA levels is probable, and amounts
recorded are adjusted or reversed it the probability of achievement of such levels changes Probability of vesting is evaluated at least each quarter,

in October 2009, m consideration of the recent economic dislocation and the desire to provide incentives for retention, grantees of Performance-Based
Options {exciuding named executive officers and a small group of other employees) were provided an offer, which substantially all accepted, to exchange
their unvested Performunce-Based Options granted uader the 2007 SIP with a strike price of $5.00 per share and a vesting schedule through October 2012 for
new time-based stock options (Cliff-Vesting Options) granted under the 2007 SIP with a strike price of $3.50 per share {the then most recent market valuation
of each share), with one-half of these options vesting in September 2012 and one-half of these ‘options vesting in September 2014, Additionally, 3.1 million
Lhifi-Vesting Options were granted to certain named exccutive officers and a small group of other employges under the 2007 SIP with a strike price of $3 50
per share, vesting in September 2014, Substantiaily alf of this group of employees also accepted an offer to exchange half of their unvested Performance-
Based Options under the 2007 SIP with a strike price of $5.00 per share and a vesting schedule through December 2012 for new time-based stock options
granted under the 2007 SIP with a strike price of $3.50 per share, vesting in September 2014,

In December 2010, in conssderation of the desire to cnhance retention incentives, EFH Corp. ofifered employee grantees of all stock options (excluding
named executive officers and a limited number of other employees) the night 1o exchange their vested and unvested options for restricted stock units (ut 2 ratio
of two options for each stock unit). The restricted stock units vest as common shares of CFH Corp. in September 2014 The exchange offer is expected to
ciose in fate February 2011,

The fair value of all options granted was estimated using the Black-Scholes option pricing medel and the assumptions noted in the table below. Since
EFH Corp. is a private company, expected volatility is based on actual historical experience of comparable publicly-traded companies for a term
comesponding to the expected life of the options. The expected life represents the period of time that options granted are expected to be outstanding and is
calenlated using the simplified method prescribed by the SEC Staff Accounting Bulletin No. 107, The simplified method was used since EFH Corp. does not
have stock option history upon which to base the estimate of the expected life and data for similar companies was not reasonably available. The nisk-free rate
is based on the US Treasury security with terms equal to the expecied ife of the option as of the grant date.
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The weighted average grant-date fair value of the Time-Based Options granred in 2010, 2009 and 2008 was 31,16, $1 32 and $1.89 per option,
respectively. The weighted-average grant-date fair value of the Performance-Based Options granted in 2009 and 2008 ranged from 5116 t0 $1.91 and $1.73
0 $2.23, respectively, depending upon the performance period. There were no Performance-Based Opuons granted m 2010

Assumptions supporting the fair values were as follows:

Yeur Ended December 31,

240 3009 2048 pidil] 2008 2008
Assumpriony Time-Based Optlons Performance-Based Optioas
Expected volatility 30% - 33% 30% 3075~ 33% N/A 3% 3% 33%
Expected annual dividend - o - —
Expected life (in years) 6173 &4 - 74 8065 PIA 33-78 5073
Risk-free rate 2.69% - 3.20% 254% ~3.14% 1.51%:~3.50% N/A 2.51%~325% 1.35% . 3.64%

Compensation expense for Time-Based Options is based on the grunt-date (air value and recogmzed over the vesting period as employzes perform
servicss, Durng 2010, 2009 and 2008, $13.5 million, $8.6 million and $11.9 million, respectively, was recognized as expense for Time-Based Options.

As of December 31, 2010, there was approximately $30.6 million of unrecognized compensation expense related 1o nonvested Time-Based Optioas,
which is expected to be recognized ratably over a remaining weighted-average period of approximaicty three to five years.

A summary of Time-Based Options activity is presented below:

Year Exdud December 31, 2010

Weighted Aggregate
Average Intrinsic
Ogptions Exernise Yalue
Optinng _{millions} Price _{millioay)
Total ouistanding as of beginning of period 336 % .42 h -
Granted 38 341
kxercised . o
Forfeited (2.2} 453
Tl outstanding as of end of period (weighted sverage remaining term of 7 - 10 years) 372 431 —
Fxercisable as of end of period (weighted average remaining term of 7 - 10 years) 4.8) 4.7
Exnected forfeitures 0. 5.00
Expected to vest a5 of end of period (weighted average remaining term of 7 1} years) 323 4,25
Yzar Ended December 31, 2008
Weighted Agpregate
Average Intrinsic
Options Erervise Value
Opdons {miltions) Price {miltions)
Total ontstending as of beginning of periad 246 % 5.00 g —
CGranted 139 339 -
Bxercised o e
Forteited (2.5} 590 -
Total sutstanding as of end of period (weighted average remaining term of 8 10 years) 15,6 442
Exercisabie a5 of end of period {weighted average remaining term of 8 — 10 years) N 300
Expected forteitures {03} 5.00
Expectad 10 vest as of end of penad (weighted average remaining term of 8 10 years) 0.6 132
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Year Ended D ber 31, 2008

Weighted Aggregute
s Average . atrinvic
Onptions Exercise Value ‘
Optigng (milliony) Price {miltions)
Total cutstanding as of beginning of period 38 3 5.00 3 —
Granted 16.8 5.00
Exercised \ — e o
Forfouted 2.0 5.00 -
Total cutstanding as of end of period (weighted average remaining term of 9 years) 146 5.00 R
Exercisable as of end of peniod (weighted average remaining term of 9 years) 4.7 5.00
Expected forfeitures {0.4) . 5.00 -
Expected to vest as of end of period (weighied aversge remaining term of 9 years) 19.5 3.00 -
RRCTL, *
Year Ended December 31,
2010 " 2009 2008
Weighted Weighted Weighted
Average Average Average
Grexnt- Grant- Grant-
R Options Date Fair Gptions Drate Fair Options Date Fair
Nopvested Ontions (millions) Value {miltions) Value imillions) Yulue
Total nonvested as of beginning of period 262§ 1.67 199 % 2.05 a8 1.92
Giranted 38 1.16 139 1.32 16.8 1.89
Vested . 4 8) 1.63 4.7 i.86 4.7 1.80
Forfeited 2.2 170 (2.9 1.85 20 192
Total nonvested as of end of period 23.0 1.59 26,2 1.67 199 2.05

Compensation expense for Performance-Based Options is based on the grant-date fair value and recognized over the requisite performance and service
periods for each tranche of options depending upon the achievement of financial porformance, or if certain fiquidity events occur, as discussed above.
Additenally, most participants’ Performance-Based Options were exchanged for Time-Based Options in 2009, Expense recognized for Performance-Based

Options totaled $3.4 million in 2010 and 38.1 million in 2008.
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As of December 31, 2010, there was approximately $10.5 million of uarecognized compensation expense related to nonvested Performance-Based
Dptions, which we could record as an expanse over a remaining weighted-average period of approzimutely thuee to five vears, subject to the achievement of
tmancial performance beng probable A total of 4.2 million of the 2008 and 2.0 mudlion of the 2009 Performance-Based Options have vested,

& summary of Performance-Based Options activity it presented below:

Year Ended 13 ber 31, 2619

Weighted Aggregate
Avernge intringic
Options Exercise Value
Optinns {miltions) Price {millions)
Dutstanding as of beginning of period 25 8 4.0 % -
Granted J— o
Exercised . —
Eorfeed {14y 5.00
Exchanged - e
Total outstanding as of end of period (weighted average remaining term of 7 - {0 years) i1 4.89
Exercisable as of end of period (weighted sverage remaming term of 7 - 10 years) 2.0 5.00
Expescied forferures - .
Expacted to vest as of end of period (weighted average remaining term of 7~ 10 years) G4 4.87
frcsach i

Year Ended Decernber 31, 2049

Weighted Aggregate
Avernge Intrinaic
Optioas Exareise Value
Options Smions o Price Amittlony) |
Qutstanding 25 of beginning of pertod 239 % 500 8 .
Granted 0.8 3.50
Exercised e .
Forfeited 3.0) 500
Exchanged R .23 5.00
“otal putstanding as of end of period (weighted average remaining erm of 8 - 10 years} 2.3 490
Iixercisable as of end of period (weighted average remaining term of § — 10 yearsy 14.8) 5.00
Expected forfeitures (LY 500
Expected to vest as of end of periud (weighled average remaining term of 8 ~ 10 years) 74 490

Year Ended Dacember 31, 2008

Weightad Aggregate
Averagt Indringis
Crprions Exercise Yalue
Ontioax {millio_rgL Price ___(Ei_i_ﬂ_i?_fgj__
Qutstanding as of begianing of period 9.8 % 5.00 $
Granted 162 5.00
Exercised - -
Forfeited 20 5.00
Tulal oulstanding as of end of period (weighted average remaining term of 9 years) 239 5.00
Excrcisable as of end of pyriod (weighted average remaining term of 9 years - —
Expected forfeitures (0.5) .00
Expacted 1o vect us uf end of period (weighted average remaining term of 9 years) 3.4 5.00
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Yenr Eaded December 31,

2019 * 2008 2008

Options Grant-DBate Options Grant-Date Options Grant-Date
Nonvested Options {milliem) Fair Value (miflions) Fair Yalue {milliony) Faiy Value
Tolal nonvested as of beginning of period 77 % 116211 239 3 1.73-2.21 98 3 1.74 2,09
Granted e e 0.8 L6~ 151 16.2 173225
Vested . 2.0} 1.62~1.87 4.8 1.73-2.21 — —
Forfeited (1.4) 1.60-1.87 3.0 173221 (2.1 1.74-2.09
Exchanged e — (9.2} — —
Total nonvested a5 of end of period 4.3 F 116 -2.11 7.7 1L16-2.11 2319 173~ '2 21

Other Share and Share-Bused Awards — In 2008, we granted 2.4 million deferred share awards, each of which represents the right to recerve one
share of EFH Corp. stock, to certain management employees who agreed to forego share-based awards that vested at the Merger date. The deferred share
awards arc fully vested and are payable in cash or stock upon the earlier of a change of control or separation of service. No expense was recorded in 2008
related to these awards. An additional 1 2 million deferred share awards were granted to certain management employees in 2008, approximataly haif of which
are payable in cash or stock and the balance payable in stock; 1.0 million of these awards have since vested or have been surrendered upon termination of
employment. Expenses recognized in 2010, 2009 and 2008 refated to these grants totaled $0.4 million, $3.7 million and $2.2 million, respectively Deferred
share awards that are payable in cash or stock are accounted for as Hability awards; therefore, the effects of changes in valug of EFH Corp. shares ase

recognized in camings. As a result of the decline in value of EFH Corp. shares, share-based compensation expense in 2010 and 2009 was reduced by 33.3
million and $3.6 mulion, respectively

R
We granted 2.7 miilion shares of EFH Corp. stock in 2010, 1.5 miltion shares in 2009 and 1.7 million shares in 2008, to board members and other non-

employees. The shares vest over periods of one to two years, and a portion may be settled in cash Expense recognized in 2010, 2009 and 2008 related to these
grants totaled $4.7 million, $4.0 million and $8.2 million, respectively

Stock Appreciation Rights - In 2008, Oncor stablished the Oncor Electric Delivery Company LLC Stock Appreciation Rights Plan (the SARs Plan)
under which certain employees of Oncor and s subsidiaries may be granted stock appreciation rights (SARs) payable in cash, or in some circumstances,
Oncor units. Two types of SARs may be granted under the SARs Plan, Time-based SARs {Time SARs) vest solely based upon continued employment ratably
o an annual basis on each of the first five anniversaries of the grant date. Performance-based SARs (Performance SARs) vest based upon both continued
employment and the achievement of a predetermined level of Oncor EBITDA over time, generally ratably over five years based upon annual Oncor EBITDA
levels, with provisions for vesting if the annual levels are not achieved but cumulative two- or three-year total Oncor EBITDA levels are achieved. Time and
Performance SARs may also vest in part or in full upon the occurrence of certain specified liquidity events and are exercisable only upon the occurrence of
certain specified liquidity events. Since the exercisabibty of the Time and Performance SARs is conditioned tipon the occurrence of a fiquidity event,
compensation expense will not be recorded until it 1s probable that a liquidity event will occur. Generally, awards undor the SARs Plan terminate on the tenth
anniversary of the grant. unless the participant's employment is terminated earlier undér certain circumstances.

In February 2009, Oncor implemented a similar plan for primarily non-employee members of Oncor's bcmrd of direczors. The terms and conditions are

similar to the SARs Plan with the exception that SARs granted to non-employee board members vest in eight cquaj quarterly instaliments over a two-year
period.

SARs are generally payable in cash based on the fair market value of the SAR on the date of exercise. No SARs were granted under the SARs Plan
during the year ended December 31, 2009. Oncor gmnzed 6.9 million Time SARs under the SARs Plan durmg the year cnded December 31, 2008, and Time
SARS vesied as of December 31, 2009 totaled 2.8 million. Oncor granted 6.9 million Performance SARs under the SARs Plan during the year ended
December 31, 2008, and Performance SARs vested as of December 31, 2009 totaled 1.4 million. Oncor gramcd 35 thousand SARS under the Director SARs
Plan during the year ended December 31, 2009, and SARs vested under the Director SARs Plan as of December 31, 2009 wialed 27.5 thousand. There were
no SARs under cither plan eligible for exercise as of December 31, 2009, See Notes | and 3 for discussion of the deconsolidation of Oncor Holdings effective
January 1, 2010,
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22. RELATED-PARTY TRANSACTIONS
The following represent the significant relawd-party transactions of EFH Corp

»  We incur an annual management fee under the terms of a management agreement with the Sponsor Group for which we acerued $37 million, $36
mitlion and 335 million for the vears ended December 31, 201G, 2009 and 2008, respectively. The fee is reported as SG& A expense.

» 102007, TCEH entered into the TCEH Semor Secured Facilities with syndicates of financial institutions and other lenders. These syndicates
included affiliates of GS Capital Partners, which is a member of the Sponsor Group Affiliates of GS Capital Partners and Kohiberg Kravis

Raberts & Co. L.P. {KKR), 8 member of the Sponsor Group, have from time to time engaged in commercial banking and {inancial advisory
transactions with us in the normal course of business,

» Fees paid to Goldman, Sachs & Co {Goldman), an affiliate of GS Capital Partners, related to debt issuances and exchanges totaled $11 million in
2010, described as follows, Goldman scted as an instial purchaser in the issuance of $300 miition principal amount of EFH Corp. 10% Notes in
January 2010 as discussed in Mote 1] and received fees totaling $3 mithun, Goldman acted as a dealer manager and solicitation agent in the debt
exchange offers completed in August 2010 as discussed 1n Note 11 and recerved fees of 37 million. Goldman also acted as an initial purchaser in the

iysuance of 3350 million principal amount of TCEH 15°%6 Senior Secured Second Lien Notes (Series B) in October 2010 as discussed in Note 1] and
recetved fees totaling $1 milion,

»  Affiliates of the Sponsor Group participated in debt exchange offers completed in November 2009 by EFH Corp, EFIH and EFIH Finance to
sxchange new senior secured notes for certain EFH Corp and TCEH notes as discussed in Note 1, Goldman and KKR Capital Markets LLC, an
affihate of KKR, acted as dealer managers and TPG Capual, L.P. served as an advisor in the exchange offers. These affilintes were compensated for
their services in accordance with the terms of the agreement. These fees totaled $1 mulion,

«  Affitiates of Goldman are parties to certain commodity and interest rate hedging transactions with us in the normal course of business,

«  Affitistes of the Sponsor Uroup may sell or acquire debt or debt securities issued by us in open market transactions or through loan syndications.

The following transactions reflect the deconsolidation of Oncor Holdings effective January {, 2019 as discussed in Notes | and 3.

»  TCEH's retail operations incur electricity delivery fees charged by Oncor, which totaled $1.1 bitlion for the venr ended December 31, 2040, The fees
are based on rates regulated by the PUCT that apply to all REPs. The balance sheet as of Uecernber 31, 2010 reflects amounts due currently to Oncor
totaling $143 million (included i payables due to unconsolidated subsidiary), primarily related to these electricity delivery fees,

+ Oncor's bankruptcy-remote financing subsidiary has issued securitization bonds to recover generation-related regulatory assets through a transition
surcharge to its customers. Oncor's incremental income taxes related to the transition surcharges it collects are being reimbursed by TCEH.
Therefore, the balance sheet reflects a noninterest bearing note pavabie to Oncor of 3217 million (339 million current portion included in payables

due 10 unconsulidated suhsidiary) as of December 31, 2010, TCEH's payments on the note totaled $37 multion for the year ended December 31,
2010,

»  TCEH reimburses Oncor for interest expense on Oncor's bankruptey-remote financing subsidiary's securitization bunds, This interest expense, which
is paid on a monthly basis. totaled $37 million for the year ended December 31, 2010,
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+ A subsidiary of EFH Corp charges Oncor for financial and other administrative services at cost, which totaled $36 mitlion for the year ended
December 31, 2010, <

« Under Texas regulatory provisions, the trust fund for decommissioning the Comanche Peak nuclear generation facility, reported in other investments
on the balance sheet, is funded by a delivery fee surcharge billed to REPs by Oncor and remitted monthly to TCEH (totaling $16 muition for the year
ended December 31, 20103, with the mtent that the trust fund assets will be sufficient to fund the decommissioning liability, reported in noncarent
liabilities on the balance sheet. Income and expenses associated with the trust fund and the decommissioning Hability incurred by us are offsetby &
net change n the intercompany receivable/payable with Oncor, which in um results in a changc in Oncor's oet regulatory assct/diabulity, As of
December 31, 2010, the excess of the trust fund balance over the decommissioning liability resulted in a payable to Oncor totaling $206 million
included in noncurrent liabilities due to unconsolidated subsidiary in the balance sheet.

The intercompany recewvable/payable with Oncor has changed from a receivable of $85 million as of January |, 2010 to a payable of $206 million as
of December 31, 2010 due to a new decommissioning cost estimate completed in the second guarter 2010 that resulted in a decline of the liability.
The new cost estimate was completed in accordance with regulatory requirements to perform a cost estimate every five years. The lower estimated
liability was driven by lower cost escalation assumptions in the new estimate. (Also see Note 24 under "Asset Retirement Obligations.”)

« We file a consolidated federal income tax retum, however, Oncor Holdings' federal income tax ahd Texas margin tax expense and refared balance
sheet amounts, meluding meome taxes payable to or receivable from EFH Corp., are recorded as if Oneor Holdmgs files its own income tax refumn.
As of December 31, 2010, the amount due to Oncor Holdings totaled $72 miltion and s included in payables due to unconsolidated subsidiary.
Income tax payments from Oncor totaled 3107 million in the vear ended December 31, 2010.

»  Certain transmission and disuibution utifities in Texas have tariffs in place to assure adequate credit worthiness of any REP to support the REP's
obligation to collect securitzation bond-related (fransition) charges on behalf of the utihity. Under these tariffs, as a result of TCEH's credit ratmg
being below investment grade, TCEH is required to post coliateral support in an amount equal to estimated transition charges over specified time
periods. Accordingly, as of December 31, 2010, TCEH had posted & letter of credit in the amount of $14 million for the benefit of Oncor.

« EFH Corp. and Oncor are jointly and severally liable for the funding of the EFH Corp. pension plan and a portion of the OPEB plan obligations,
EFH Corp. is liable for the majority of the OPED plan obligations. Oncor has contractually agreed to reimburse EFH Corp. with respect to certain
penston plan and OPEB liabilities. Accordingly, as of December 31, 2010, the balance shest of EFH Corp. reflects such unfunded linbilities and a
sorresponding receivable from Oncor in the amount of $1.463 bei!zon classified as noncurrent, which represents the pomon of the ohligations
recoverable by Oncor under regulatory rate-setting provisions and reported by Oncor in its balance sheet.

« Oneor and Texas Holdings agreed to the terms of a stipulation with major interested parties to resolve alf outstanding issues in the PUCT review
refated 10 the Merger. As part of this stipulation, TCEH would be required to post a letter of credit in an amount equal to $170 million to secure its
payment obligations to Gncor in the event, which has not occurred, twe or more rating agencies downgrade Oncor's credit ratings below investment
grade 1
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23, SEGMENT INFORMATION

Our operations are aligned into two reportable business segments: Competitive Electric sand Regulated Delivery. The segments are manuged separately
because they are strategic business units that offer different products or services and invelve different risks.

The Competitive Electric segment is eagaged in competitive market activities consisting of electricity generation, wholesale energy sales and

purchases, commodity risk management and trading activities, and retail eleciricity sales to residential and business customers, ail largely in Texas. These
activities are conducted by TCEH.

The Regulated Delivery segment is engaged in regulaied electnicity transmission and distribution operations in Texas. These activitics are conductad by

Oncor, including its wholly-owned bankruptey-remote financing subsidiary, See Notes | and 3 for discussion of the deconsolidation of Oncor Holdings and
its subsidiaries effective as of January 1, 2610,

Corpurate and Other represents the remaining nonsegment operations consisting primarily of discontinued busmesses, genaral corporate expenses and
interest on UFH Corp. (parent entnty), EFIH and EFCH debt.

The accounting policies of the business segments wre the same as those deseribed in the summary of significant accounting poticies in Newe 1 We

evaluaie performance based on income from continuing operations. We sccount for intersegment sales and transfers as if the sales or transfers were 1o thisd
parhies, that is, at current market prices.
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4

Operating ravenues
Competitive Electric
Regulated Delivery
Corp and Other
Eliminations

Consolidated

Regulated revenues — included in operating revenues
Competitive Electric
Regulated Delivery
Corp. and Other
Eliminations
Consolidated

Affiliated revenues — included in operating revenues
Competitive Electric
Regulated Delivery
(Corp. and Cther
Eliminations
Consolidated

Depreciation and amorlization
Competitive Electrie
Regulnted Delivery
Corp. and Other
Elimmations

Consolidated

Equity in camings (losses) of unconsolidated subsidiaries (net of tax)

Competitive Electric
Regulated Delivery
Corp, and Other
Eliminations
Consolidated

Interest income ¢
Competitive Electric
Regulated Delivery
Corp. and Other
Eliminations
Consolidated

Interest expense and related charges -
Competitive Electric
Regulated Delivery
Corp. and Other
Eliminations
Consolidated

Income tax expense {benefit)
Comgetitive Electric
Regulated Delivery
Corp. and Qther
Eliminations

Consolidated

Year Entded Decernber 31,
2010 1689 pitE
8235 8 71911 % 9,787
= 2,690 2,580
o 20 37
— {1.075) (1040}
8335 § 9346 $ 11364
— _ % —
— 2,690 2,580
- (1.051) {1081
— 5 1639 § 1.579
— 8 s i
— 1.081 1,001
- 16 32
— (1075 (1.040)
— % .8 .
1380 § LI % 1,092
— 557 497
27 25 25
1407 5 1754 § 1610
— 8 N % (i
277 73 )
— 12 19
277 3 — § —
9r 8 64 35 61.
- 43 45
151 147 100
232) 209) (179}
10§ 45§ 27
2957 8 1946 % 4,010
— 346 ny
829 829 787
(232) (209) (179
3554 § 2912 % 4933
39 0§ 407§ @s0)
— 173 221
30 213 @242
339§ 367 % 471
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Nt income {lo33)
Compentive Elegtric
Regulated Delivery
Corp and Other
Eliminations

Consolidated

[nvestment in cquity investees
Competitive Electric
Regulated Delivery
Corp. and Other
Eliminations

Consolidated

Total assets
Corapetitive Electric
Regulated Delivery
Corp. and Other
Eliminations
Consolidated
Capital expenditurcs
Competitive Electric
Regulated Delivery
Corp. and Other
Eliminations
Consolidated

Year Ended December 31,

198

2010 2000 2008
3 {3,463} % 831 (8,929)
7 320 {446)
374 £343) (383
g G818 408 (9,998}
$ e % 42 (2}
5,544 — -

3 5.544 $ 43 j3)
5 39202 % 43,302 43,061
3,544 16,246 15,772

5043 4,355 3,526
{3403 (42413 (31,996}

$ 46388 % 59,662 59.263
3 796 % 1,324 1,914
e 998 419

42 26 16

by 838 3 2.348 2,849
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4. SUPPLEMENTARY FINANCIAL iINFORMATION
Reguitated Versus Unregutated Operations

Operating ravenues
Reguiated
Unregulated
Intercompany sales eliminations — regulated
Intercompany sales eliminations - - unregulated

Total operating revenues

Fuel, purchased powér and delivery fees — unregulated (a)

Net gan from commodity hedging and trading activities - unregulated

Operating costs — regulated ’

Operating costs ~ unregulated

Depreciation and amortization — vegulated

Depreciation and amortization — unregulated

Selling, general and admimstrative expenses — regulated

Selling, general and administrative expenses — uaregulated

Franchise and revenue-based taxes — regulated

Franctise and revenue-based taves — unreguliated

Impairment of goodwill

Other income

Other deductions

Interest income

Interest expense and other charges

income (loss} before income taxes and equuty in earnings of unconsolidated subsidiaries

;

Year Ended December 31,

2810 2609 1808
$  — § 2650 5 2,580
8,235 7,931 9,824
— {1,050) (1,001)
— (24 (39)
8215 9,546 11,364
@331 (2878 (4,59%)
2161 1,736 2,184
— (908) (828)
(837 (690) (675)
— (557) {492
(1407 (1,197 (L,118)
— {194) (164)
(751 (874) (7193)
— (250) (255)
(106} (169) {108)
(4,100) (50) (8,860)
2,051 304 30
31 o7 (1,301)
10 45 27
(3,558 (2917 (4.935)
$ 700 8 715§ (10469

{a)  Includes unregulated cost of fuel consumed of $1.430 billion in 2010, $1.269 biltion in 2009 and $1.604 billion in 2008. The balance represents cnergy

purchased for resale and delivery fees net of intercompany climinations.

Tuterest Expense and Reluted Charges

interest paid/acerued (including net amounts settled/accrued under interest rate swaps)
Accrued interest to be paid with additional toggle notes (Note 1 1)

Unrealized mark-to-market net (gain} foss on interest rate swaps

Amortization of interest rate swap losses at dedesignation of hedge accounting
Amortization of fair value debt discounts resulting from purchase accounting
Amortization of debt issuance costs and discounts

Cuapitalized intercst

Total interest expense and related charges

199

Year Ended December 31,

2010 2009 2068
$ 2681 $ 2955 § 3,399
446 $34 83
207 (696) 1477
87 184 66
63 82 75
130 140 {46
(60} 270 31D

$ 3554 $ 2912 § 4935

0001345



Tatdp et Contrgs

Restricted Cash
December 31, 2018 December 31, 2009
Current Moncurrent Noncurrent
Current
Assely Assets Assets Asgnix

Amounts related to TCEM's Letter of Credit Facility {See Note 11) % . % 1,135 § - s 1,138
Amounts related to margin deposits held 33 — i -
Amounts related to securitization (iransition) bonds (s} — — 47 14

Totd restricted cash 3 33 % 11315 % 48 3 1,149

{a) See Motes | and 3 for discussion of the deconsolidation of Oneor Holdings effective as of January 1, 2010,
Inventories hy Major Category
Decembar 31,
W10 260%

Materials and supplics () b 162 $ 248
Fuel stock 198 204
Matural gas in storags 35 33

Total inventories 3 3938 3 483

{a}  See Notes | and 3 for discussion of the deconsolidation of Oncor Holdings effective as of January 1, 2010,
Prapery, Plant and Equipment
December 31,
2010 2009

Competitive Elactric:

Ceneration and mining $ 2268 % 20,753

Muclear fue! {net of accumulated amortization of $610 and $426) 153 430

Other assets 30 27
Reguolated Detivery {a):

Transmission - 3917

Distribution e 8,778

Other assets - 174
Corporate and Other 186 161

Total 13,258 34,242
Less accumulated depreciation 3.545 6,633

Met of accumulated deprecigtion 19,710 27,609
Construction work in progress:

Competitive Electric f46 2,163

Reguiated Delivery (8) . 321

Corporate and Other 10 i35

Total covstruction work in progress 636 2,499

Property, plant and cquipment - net g 20356 % 10,108

(a3 See Notes 1 and 3 for discussion of the deconsolidation of Oncor Holdmgs effective as of Janwary 1, 2610,
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Depreciation expense totaled $1.235 billion, $1.454 billion and $1.353 billon for the years ended December 31, 2010, 2009 and 2008, respectively,
including $394 miltion and 3330 million for the years ended December 31, 2009 and 2008, respectively, related to Oncor.

We began depreciating two completed lignite-fueled generation units in the fourth quarter 2009 and the thicd new unit in the second quarter 2010,

Assets related to capizaiized leases mctuded above totaled 382 million and $167 million as of December 31, 2010 and 2009, respectively, net of
accumulated depreciation.

Asser Retiremens Obligations

¢ These liabdities primaniy relate 1o nuclear generation plant decommissioning, land reclamation related to lignite mining, removal of lignite/coal-fueled
plant ash treatment factities and generation plant asbestos removal and disposal costs. There is no earnings impact with respect 1o the recognition of the asset
retirernent costs for nuclear decommissioning, as all costs are recoverable through the regulatory process as part of Oncor's rates.

The following table summarizes the changes 1o the asset retirement tiability, reported in other current liabulities and other noncurrent liabilities and
deferred cradits in the balance sheet, during the years ended December 31, 2010 and 2009:

i

Asset retirement lability as of January 1, 2009 L $ %59
Additions:
Accretion 59
. Incremental mining reclamation costs 59
Reductions:

Payments, essentially all mining reclamation 29
Asset retirernent Habdity as of December 31, 2009 &, 048
Additions:

Accretion 57
Reductions:

Payments, esseatially all mining reclamation ’ 4%

Adjustment for new cost estimate (a) (464)
Asset retirement lability as of December 31, 2019 493

1.ess amounts due c;mently @an
Noncurrent asset retirement liability as of December 31, 2010 s 457

Y

{a) Essentially all of the adjustment relates to the nuclear decommissioning hialnlity, which resulted from a new cost estimate
completed in the second quarter 2010, In accordance with regulatory requirements, a new cost estimate is completed avery
five years. A decline in the liability was driven by lower cost escalation assumptions in the new estimate, The reduction in the
liabitity was offset in part by a reduction i the carrying value of the nuclear facility with the balance offset by an increase in
the noncurrent Hahility to Oncor, which in turn resulted in a regulatory lability on Oncor's balance sheet. (Alsg see Note 22.)

Pl
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Uncor's Regulatory Assers and Liabilities
&

witiehe resulted in a 325 million charge (516 million after-tax) in the third quarter 2009 reported in other deductions in the Regulated Delivery segment,

Recognition of regulatory assets and liabilities and the amortization periods over which they are expected to be recovered or refunded through rate
regutation reflect the decisions of the PUCT, Components of the regulatory assets and liabilines are provided in the table below, Amounts not earning a return
through rate regulation are aoted. On August 31, 2009, the PUCT issued a final order on Gnoor's rate review filed m June 2008, The rate review included a
determination of the recoverability of regulatory assets as of December 31, 2007, including the recoverability period of those assets deemed allowable by the
PUCT. The PUCT's findings included denial of recovery of certain regulatory assets primarily related to business restrucsunieg costs and rale case expenses,

Regulatory assets.

Generation-related regulatory assets securitized by transition bonds (a)

Employes retirement costs
Employee retirement costs to be reviewed {bYc)
Employee retirerment liability (2){e)(d)
Self-insurance reserve {primarily storm recovery costs) — net
Self-nsurance reserve 1o be reviewed (bi{c)
Nuclear decommussioning cost under-recovery (alc)(e)
Securities reacquistion costs (pre-industry restructuee)
Securities reacquisiion costs (post-industry resfructure)
Recoverable amounts forfin licu of deferred income taxes — net
Rate case expenses (I
Rate case expenses 10 be revigwed (h){e)
Advanced meter customer edacation costs
Deferred conventional meter depreciation
Energy efficiency performance bonus
Business restructuring costs {(g)

Total regulutory assets

Regulatory hiabilities:

Comumitted spending for demand-side management initiatives {(8)
Deferred advanced metering system revenues
Investment tax credit and protected excess deferred taxes
Qyer-collection of securitization (tranzition) bond revenues (a)
(Other regalatory Habilities ()
Total regulatory labilities
Met regulatory asset

Remaining Rate

Carrying Amount

Recoveryv/Amortization Drcember 31,
Period ns of
December 31, 2089 549

7 years $ 759
3 yewrs a6

To be determined 4]
To be determined 768
7 years 137
To be determined 1086
Not upplicable 85
8§ years 62
Terms of related debt 27
Life of related ssset or liability 68
Largely 3 years 9
To be determined i
L0 years 4
10 years 14
I yenr g

Mct apphicable P
2.1
3 yews 78
10 years 57
Various A4
7 years 27
Various N
211
¥ 1,959

{a;
{
{c}
(d)
(e}
{0
g

Mot earning a return in the regulatory rate-setting process.

Costs incurred since the period covered under the last rate review.
Recovery is specifically authorized by statute, subject to reascnableness review by the PUCT,

Represents unfunded habilities recorded in accordance with pension and OPER accounting standards.

Offset by an intercompany payable (o TUEH.

Rate case expenses totaling 34 million were disaliowed by the PUCT and written otf in the third quarter 2009.
All previously recorded business restructuring costs were disallowed by the PUCT and written off in the third quaner 2009,
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As part of purchase accounting, the carrying value of the generation-related regulatory assets was reduced by $213 miltion, and this amount is bemg
accreted to other income over the approximate nine-year recovery period remaining as of the date of the Marger,

In September 2008, the PUCT approved a scttfement for Oncor to recover its estimated future investment for advanced metering deployment. Oncor-
began billing the advanced metering surcharge in the January 2009 billing month cycle. The surcharge is expected to total $1.023 billion over the 1 t-year
recovery period and includes a cost recovery factor of $2.19 per month per residential retail customer and $2.39 10 $5.15 per month for non-residential retal
customers, Oneor aceounts for the difference between the surcharge billings for advanced metering facilities and the allowed revenues under the surcharge
provisions, which are based on expenditures and an alfowed refurn, as a regulatory asset or liability Such differences arise principally as a result of timing of
expenditures. As indicated in the table above, the regulatory liability at December 31, 2009 totaled $57 million.

i

See Note 6 for discussion of effects on regulatory assets and liabilities of the stipulation approved by the PUCT and Note 18 for additional information
regarding nuclear decommissioning cost recovery,
Other Noncurrent Liabilities and Deferred Creédits

The balance of other noncurrent Liabilities and deferred credits consists of the following:

\

December 31,
- 2010 26409
lncertain tax positions {including acerued interest) (Note 7) } 'y 1,806 2 1,999
Retirement plan and other employee benefits 1.895 1,711
Asset retirement obligations 452 948
Unfaverable purchase and sales contracts 673 700
1.iabilities related to subsidiary tax sharing agreement {8) — 324
Other " 41 87
Total ether noncurrent Habilities and deferred credits 3 4.867 3 5,766

(a)  See Notes | and 3 for discussion of the devonsolidation of Oncor Holdings effective as of January 1, 2010,

Unfavorable Purchase and Sales Contracts — Unfavorable purchase and sales contracts primarily represent the extent to which contracts on a net basis
were unfavorable to market prices as of the date of the Merger. These are contracts for which: (i) TCEH has made the "normal® purchase or sale election
aftowed or {ii) the contract did not meet the definition of a derivative under accounting standards related to derivative instruments and hedging transactions,
Under purchase acceunting, TCEH recorded the value as of October 10, 2007 a5 a deferred credit, Amortization of the deferred credut relazed to unfavorable
contracts is primarily on a straight-line basis, which approximates the ¢conomic realization, and is recorded as revenues or a reduction of purchased power
costs as appropriate. The amortization amount totaled $27 million, $27 millicn and $30 multion m 2010, 2009 and 2008, respectively. Favorable purchase and
sates contracts are recorded as intangible assets (see Note 4).

‘The estimated amortization of unfavorable purchase and sales contracts for each of the next five fiscal years is as foliows: !

Xeur Amount
201t 3 27
2012 27
2013 2%
2014 25
2015 25
y
203
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Liabilities Related to Subsidiary Tax Sharmg Agreement

Amount represents the previously recorded net deferred 1ax Habilities of Oncor reluted to

the noncontrofling wterests. Upon the sale of noncontrolling interesis in Oncor (see Note 14), Gueor became a parmership for US federal income tax
purposes, and the temporary differences that gave nise to the deferred taxes will, over time, become Laxable 1o the noncontroliing interests. Under a tax sharing
agreement among Oncor and its equity holders, Oncor reimburses the equity holders for federal income taxes as the partagrship earmings become taxable to
such holders. Accordingly, as the temporary differences becomge taxable, the equity holders will be revmbursed by Oncor. In the unlikely event such amounts

are not reimbursed under the tax sharing ageement, it is probable they would be refunded to rate payers.

Supplemental Cash Flow Information

Year Ended December 31,

pIL] 08

(Cash payments (receipts) related to:

Interest paid (a} ¥ 2,693 3 3,495

Capitalized interest (60 [€183)

[nterest paid (net of capitalized mieiest) (a} 2,633 3,184

fncoms taxes 54 {204y
Moneash imvesting and financing activities

Noncash construction expenditures (b} 84 i83

Camital leases 9 18

Cain on termination of long-term power safes contract (Note 9) (116 -
{a)  Netof interest received on interest rate swaps.

(b)  Represents end-of-period sccruads.
See Note 11 for noncash exchanges of debt and issuance of toggle notes in Hieu of cash interest,

204

0001350



Table of Contents

25.. SUPPLEMENTAL GUARANTOR CONDENSED FINANCIAL INFORMATION

As of December 31, 2010, EFH Corp. had vutstanding 3359 million principal amount of EFH Corp. 10.875% Notes and $571 million principal amount
of EFH Corp. Toggle Notes {collectively, the KFH Corp. Senior Nofes) and $115 million principal amount of EFH Corp. 9.75% Notes and $1.061 billion
principal amount of EFH Corp 10% Notes {collectively, the EFH Corp. Sentor Secured Notes). The EFH Corp. Senior Notes and Senior Secured Notes are
uncondstionally guaranteed by EFCH and EFTH, 100% owncd subsidianies of EFH Corp. {collectively, the Guarantors) on an unsecured basis except {or
EF1H's guarantee of the EFH Corp. Senior Secured Notes, which is secured by a p;edge of all membership iterests and other invesiments EFIH owns or
holds in Oncor Holdings or any of Oncor Holdings' subsidiaries as described in Note 11, The guarantees issued by the Guarantors are full and unconditional,
Joint and several guarantees of the EFH Corp. Seniur Notes and Senior Secured Notes. The guarantees by EFCH and the guarantee of the EFH Corp. Senior
Motes by EFIH rank equally with any senior unsecured indebtedness of the Guarantors and rank effectively junior o all of the secured indebtedness of the
Guarantors to the extent of the assets securing that indebtedness. All other subsidiaries of EFH Corp,, either dircet or indirect, do not guaraatee the EFH Corp
Senior Notes and EFH Corp. Senior Secured Notes (collectively, the Non-Guarantors). The indentures goveming the EFH Corp. Senior Notes and EFti Corp.
Senior Secured Notes contain certain restrictions, subject to certain exceptions, on EFH Corp.'s ability to pay dividends or make investments. See Note 13,

The followiag tables have been prepared in accordance with Regulation S-X Rule 3-10, "Fiancial Statements of Guarantors and Issuers of Guaranteed
Securities Registered or Being Registered® in order to present the condensed consolidating statements of income and cash flows of EFH Corp. (the Parent/
Issuer), the Guarantors and the Non-Guarantors for the years ended December 31, 2010, 2009 end 2008 and the consolidating balance sheets as of
December 31, 2010 and 2009 of the Parent/Issuer, the Guarantors and the Non-Guarantors. Investments m consolidated subsidiaries are accounted for under
the equity method The presentations reflect the application of SEC Statf Accounting Bulletin Topic 5-J, "Push Down Basis of Accounting Required in
Certain Limuted Circumstances.” including the cffects of the push down of the $930 million and $4.63 billion principal amount of EFH Corp. Senior Notes
and $771 million and $115 million principal amount of the EFH Corp. Senior Secured Notes to the Guarantors as of December 31, 2010 and 2009,

respectively (see Note 11). Amounts pushed down reflect Merger-related debt and additional debt guaranteed by the Guarantors that was issued by EFH Corp
to refinance Merger-related or other debt existing at the time of the Merger,

EFH Corp. (Parent) received dividends/distributions from its consolidated subsidianies totaling $2 mitlion, $216 million and $329 million for the yews

ended December 31, 2010, 2009 and 2608, respectively, EFH Corp. also received a distribution of $1.253 bilhion indirectly from Oneor in 2008 as discussed
in Note {4, \
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ENERGY FUTURE HOLDINGS CORP, AND SUBSIDIARIES

Condensed Consolidating Statements of Income {Loss)
For the Year Ended December 31, 2610
(Miltions of Dollars)

Parent/lusuer  Guarsntors  Now-Guarsotors Elimi LConzelidased
Operating revenues k3 - § - 8 8,235 % — 3 8,235
Fuel, purchased power costs and delivery fees P — (4,374 — 43713
Net gain from commaodity hedging and trading activities - — 2,161 o 2.161
Operating costs e e {831 e {8371
Depreciation and amortization —— —— {1,407 e (1,407
Selling, general and administrative expenses 323 o (719} J— 75
Franchise and revenue-based taxes e e {106) e (106}
Impairment of goodwill . — 4,100) — {4,100y
Other income 137 e 920 994 2,081
(Other deductions - —_ [€X)) 2 30
Intercst income 178 209 327 {704) 10
{nterest expense and refated charges (1,082} (343) (3.087) 1,130 {3.554)
lacome (loss) before income taxes and eqguily in earnings of subsidiaries {798) {336) {2,987} 14122 (2.700)
Income tax {expense) benefit 305 125 {309} (510} {389)
Equity in camings of consolidated subsidiaries {2,595 (3,383 — 5,978 —
Fquity in eamings of unconsolidated subsidiarics {net of tax) 217 377 J— Q7N 271
Net loss . {2,812 3,317 {3,296) 8,613 {2,812)
Net {income} toss attributable to noncontroiling interests o — o e
Met loss attributable to EFH Corp. % 231D 8 (SM $ g3.2§3ﬁ) $ 6613 § (2,813

208
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ENERGY FUTURE HOLDINGS CORP. AND SUBSIDIARIES

Condensed Consolidating Statemenis of Income

For the Year Ended December 31, 2009

{Millicos of Dollars)
~ ) Parent/lasuer  Guarantoers Non-Guaesutors Fdimi; < ldated
Operating revenues 3 -— % — 9,546 § —_ 8 9,346
Fuel, purchased power costs and delivery fees — - 2,878} - {2,878}
Net gain from commodity hedging and trading activities p— — 1,736 1.736
Operatng costs e —— (1,598} (1.598)
Depreciation and amortization e — (1,754) - {1,754)
Selling, general and adminsstrative expenses {123 o (945) - {1,068)
Franchise and revenue-based taxes - o (359) {359
Impairment of goodwill —_ — e . (90}
Other income 44 — 114 44 204
Other deductions {6) e [E28) N 9%
Interest income 235 H] 149 (344) 43
Interost expense and related charges ' (981) (37 (2,258} 867 2.912)
Income {loss} before income taxes and squity earnings of subsidiaries (826) {569) 1,372 594 715
{ncome tax {(gxpense) benefit 268 188 {622) 200 36N
Equity camings of subsidiaries 902 963 o (1,861 —
Net income 344 588 950 (1,474 408
Net income attributable to noncontrolling interests .. — {64) — {64)
Net income attributable to EFH Corp. $ 344 % 388 § 386 3 {1474) § 344
s 207
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ENERGY FUTURE HOLDINGS CORP. AND SUBSIDIARIES

Condensed Consolidating Statements of Income (Loss)
For the Year Ended December 31, 2008
{Miitions of Doliars)

Parentilssuesr Cuarsntors Non-Guarantors Eliminet £ unsolidsted
Operating revenues $ — 8 — § 11,364 § $ il.Jed
Fuel, purchased power costs and delivery fees _— o {4,59%) {4.595)
et gain from comemodity bedging and rading activities e - 2,184 2,i84
Operating costs - — (1.503) {1,503)
Deprecintion and amortization e e {1,610} {1,610}
Selling, gencral and adinsnistrative expenses (105 e (852) {957
Franchise and revenue-based taxes — | (3643 {363}
Impairment of goodwiil p- e {8,860} {8,860;
{her meome — e 80 - 88
Other deductions (223 - {1,279 - {1.301)
Interest income 168 ? 147 {255) 27
Interest expense and related charges {919} 1337 i4,208) 319 {4,935}
{ncome {loss) before income taxes and equity earnings of subsidiaries (R78) {529 (9,586) 524 {10.469)
Income tax (gxpense) benefit 291 180 174 {176) 474
Equity sarnings of subsidiaries 9.250 (9,184) — 18.438 —
et loss (9,838) {9,533) {9,410} 18,783 {5.998)
Net loss attributable to noncontrolling interests - — 160 150
Net Inss atiributable to EFH Corp. $ (98385 § (9331 3 {9230 § 13,783 § (5.838)
208
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Cash provided by operating activities

ENERGY FUTURE HOLDINGS CORP. AND SUBSIDIARIES

Condensed Consolidating Statements of Cash Flows
For the Year Ended December 31, 2010
{Mitlions of Dollars)

Cash flows ~- financing activities:

{ssuances of long-term borrowings
Repayments/repurchases of long-term borrowings
Net short-term borrowings under accounts receivable
secufitization program

Change m other short-term borrowings

Capital contribution {rom parent i
Contributions from noncontrolimg fnterests

Cash dividends paid

Repayment of note — affiliste

Change in gotes/advances - affiliates '
Oiher, net

Cash provided by (used i) financing activities

Cash flows — investing activities:

Capital expenditurcs and nuclear fuel purchases

Capital contribution to subsidiary

Investment in affiliate debt

Investment redesmed from derivative counterparty

Praceeds from sale of assels .
Proceeds from sale of environmental allowances and credits
Purchases of environmental sllowances and credits

Proceeds from sales of nuclear decommussioning trust fund securities
[nvestments in nuclear decommissioning trust fund securities
Change in notes/advances — affilistes

Qther, net

Cash used in investing activities

Net change in cash and cash equivalents

Effects of deconsolidation of Oncor Holdings
Cash and cash equivalents — beginning balance’
Cash and cash cquivalents — ending balance

Perent/lssuer  Guarantors  Non-gpuarantors  Elminations  Consolidated
3 68 3 111 $ 835 § &3 1,106
500 — 353 — 853
(56) {8) (642} {605) (1,351
o — 96 — 26
e — 172 — 17
— 440 - {440) -
o — 32 e 32
e ) e 2 —
. TH0 e (770) o e
(785 33 733 (13) 37
{28} (&1} 24 ] (29)
361 432 3 {1,055 {(264)
e e (544) . e {944)
(440 e e 440 ——
(105) (5003 e 605 e
400 — e — 400
- - 147 - 147
— —_ 12 - 12
e e o) e {30
e o 974 o 974
— e {990} — (990}
e — {18) 18 —
o o an e 3D
{145) {300 {836) 1.063 (468)
384 4 63 — 374
- - (29) - (29)
1,059 - 120 - 1,189
3 1443 3 43 44 % s 1,534
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ENERGY FUTURE HOLDINGS CORP. AND SUBSIDIARIES

Condensed Couselidating Statements of Cash Flows

Yor the Year Ended December 31, 2009

{Millions of Dollars)
Parentifssuer  Guarantors Non-Guarantors  Eliminadens  Consolidated
Cash provided by {used in) operating activities 3 42} 3 208 S 1977 % 432) % 1,711
Cash flows - financing activities:
issuanses of long-term borrowmigs . i 523 322
Retirements of long-term borrowings {3} (7) {385) e (396}
Change in short-term horrowings —_ _— 332 — 132
Contributions from noncontrolling intercsts - — 48 48
Distributions paid to noncontrotiing interests — i {56) - (563
Cash dividends paid - 218 (216) 432 .
Change in notes/advances — affihates 425 153 — {440} —
Other, net 5 - (33} . {28;
Cash provided by {used in) (inancing activities 426 1208) 312 5 422
Cash flows - investing activities:
Capital expenditures and nuclear fuel purchases — - (2,545) . {2,345
Money market fund redemiptions - — 147 — 142
Investment posted with derivative counterparty 490} o — . {400)
Proceeds from sale of assets - J— 43 — 2
Reduction of restricied cash related 1o letter of credit facility . — 115 — 113
Proceeds from sale of environmental allowances and crediss . - 1 - 19
Purchases of environmental allowances and credits e - {19) - (19
Proceeds from sales of nuclear decommissioning trust fund securities p— — 3.064 - 3.064
investments in nuclear decommissioning trust fund securities — - (3,080 i (3,080
Change in notes/advances — affiliates e o {440} 4413 s
Other, net e o ) i 29
Cash used in investing activities {400) ~ (2,673) 440 2,633}
Net change in cash and cash equivalents (16 p— (484) o (500)
Cash and cash equivalents — begimning balance 1.075 - 614 e 1,689
Cash and cash equivalents — ending balance by 1059 3 — § 130 % — $ 1.189
210
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ENERGY FUTURE HOLDINGS CORP. AND SUBSIDIARIES

Condensed Consolidating Statements of Cash Flows
For the Year Ended December 31, 2008

{Millions ‘ef Doltars)
3 Parent/lssuer  Guarsnters  Non-gpusraotors  Eliminations  Conaolidated
Cash provided by {used in) operating activities < (251} $ (524) § 832 % 1.848 § 1,503
Cash flows — financing activities:
Issuances of loag-term borrowingg/securities:
Long-term debt - . 3,185 3,183
Common stock 34 —_ —_ - 34
Repayments/repurchases of long-term borrowings. sccurities:
Long-term debt (200} 4] {960) e {1,167
Common stock &3] — —— - t3)
Change i short-term borrowings , ‘. — 481 481
Proceeds from sale of noncontrolling interests, net of transaction costs 1,253 1,253 1,253 {2,506) 1,253
Cash dividends paid ) - (329) (329) 658 o
Change 1n notes/advanges — affiliates 208 7 —_ (212 o
Other, net . — 16 — i6
Cash provided by financing activities 1,389 924 2,684 {2.060) 2.837
Cash flows — investing activities:
Capital expenditures and nuclear fuel purchases e (2,978} o (2,978)
Money market fund investments “ e (142) e {142}
Proceeds from sale of environmental sllowances and credits — 39 . 39
Purchases of environmental aliowances and credits - (34) — 34y
Proceeds from sales of nuclear decommissioning trust fund securities — 1,623 J—. 1,623
‘Investments in nuclear decommissioning trust fund securities - - (1.639) - {1,639}
Change in notesfadvances — aftihates —_— (212) 212 e
(ther, net 3 - 192 P 197
Cash provided by (used in) investing activities 5 — (3.151D) 212 (2.934)
Net change in cash and cash equivalents 1,043~ e 365 —_ 1,408
Cash and cash equivalents — beginning balance 32 o 249 s . 281
Cash and cash equivalents — ending balance 8 1,075 § —  § 514 § e ) 1,689
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ENERGY FUTURE HOLDINGS CORP, AND SUBSIDIARIES

Condensed Consolidating Balance Sheets
As of December 31, 2010
{Millions of Dollars)

Parent/{ssuer Guarantors Nen-Guarentors Eliminations Consolidated
ASSKTS
Cutrent assets:
Cash and cash equivalents % 1,443 § 43 § 43 3 $ 1,534
Restricted cash —_ e 33 33
Advances to affiliates - — 119 (219) e
Trade accounts receivable - net 12 73 991 (77} 999
[ncome taxnss receivable 47 - (47 e
Acvounts receivable from affiliates 26 - (26) -
Motes 1eceivable from affiliates 165 e 1.921 {2.086) —
Inventories e e 323 395
Commodity and other derivative contractusl asseis 92 o 2,640 2,732
Accumulated deferred income taxes e 3 e (3 -
Margin deposits related to commeodity positions — — 166 — 166
Other current assets 2 o 38 e &0
Total current assets 1,787 119 6,471 {2,458} 5,919
Restricied cash — — 1135 e 1135
Receivables from unconsolidated subsidiary 1,463 i~ J— j— 1,463
Investments in unconsolidated subsidiaries p— 3,544 - - 5,544
Other invesiments 2924 (2,300 628 {355} 697
Property, plant and equipment — net e — 30,366 — 20,366
Notes receivable from affiliates 12 e 1,282 (1,2943 -—
Goodwil — e 6,152 — 6,152
Identifiable intangible assets — ngt e e 2,400 — 2,400
Commodity and other dedvative contractual assets . — 2071 o 2,071
Accummulated deferred invome taxes 714 _— J— {714) e
Gther noncurrent assets. principally onamortized 1ssusnce costs 55 53 577 (84} 641
Total assets by 5995 % 3416 % 41082 § (5.105y § 46,388
LIABILITIES AND EQUITY
Current habilities’
Shost-term harrowings $ .8 —_ 8 1221 % - § 1,22
Notes/advances from affiliates 211 8 e (219} —
Long-term debt due currently - 9 660 — 669
Trade accounts payable [ i 679 e 681
Payables tn atfilintes/funconsolidated subsidiary 1,921 46 326 (2.03% 254
Commuodity and other derivative contractual ralniities 119 - 2,164 - 2,283
Margin deposits related to commodity positions po— - &31 e 631
Accumulated deferred income taxes 12 e 2 {3} I
Accrued interest 165 72 302 (128) 411
Oher current liabilities k) 46 307 {114; 442
Total current liatudities 2432 182 6.492 (2300 6,603
Accurpulzted deferred income taxes o 139 5,738 {247} 3,350
Commodity and other derivative contraciual liabilities — — 849 — 869
Netes or other Habilities due affiliates/unconcolidated subsidimry 1282 —_ 396 (1,294} 184
{ong-term deht, less amounts due currently 7,286 4.106 28,617 {5,783 34,226
Cither noncurrent Hahilities and deferred credits 1,08% 12 2870 — 4867
Total liabilties 12,085 4,459 44,982 (11T 52,299
EFH Corp. sharcholders' equity (5,990) (1.043) (3,7 50830 (3,990)
Nonconirotling mterests in subsidiaries . — R7 {8} bis]
Total equity (3,590} (1,043 (3,900} 5.022 (5910
Total Habilities and equity b3 6895 ¢ 1416 % 41082 5 (5105 § 46,388
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ENERGY FUTURE HOLDINGS CORP. AND SUBSIDIARIES

ASSETS
Current assets:

Cash and cash equivalents
Investment posted with counterparty
Restricted cash
Advances to affiliates
Trade accounts receivable — net
Income taxes receivable
Accounts receivable from affiliates
MNotes receivable from affiliates
Inventories
Commodity and other derivative contractual assels
Accumulated deferred income taxes
Margin deposits related to commodity postions
Ciher current assets '
Total current sssets
Restricted cash
Investments in unconsolidated subsidiaries
Other investments
Property, plant and equipment — nat
Notes receivable from affiliates
Goodwill
{dentifiable intangible assets — net
Regulatory assets — net
Commodity and other derivative contractunl assets
Accumulated deferred income taxes
Noncwrrent assets, principally uriamorhized debt issuance costs
Total assets

LIABILITIES AND EQUITY
Current Habilities:

Short-term borrowings
Notesfadvances from affiliates
Long-term debt due currently
Trade accounts payable '
Accounis payable to affiliates
Notes payable 1o affihaes _
Commodity and other derivative contractual Habilities
Margin deposits related 10 commodity positions
Accumulated deferred income taxes
Accrued interest
Other current liabilities
Total current {1abilities
Accumulated deferred income taxes
Investment tax credits
Commodity and other derivative contractual liabilitics
Notes or other habilities due affiliates
Long-term debt, less amounts due currently
Other noncurrent liabilities and deferred credits
Total {iabilities
EFH Corp. shareholders' equity
Moncontrolling interests in subsidiaries
Total eguity
Total fiablities and equity

As of December 31, 2609
{Millions of Dollars)

C.endensed Consolidating Balanee Sheets

Parent/ivuer {usrantors Non-Gusrantors . El 'S Cansolidated
$ 1,059 § - % 30§ -8 1,189 .
. 423 - —_ — 425

- - 48 o 48
471 5 L e (476} v
8 2 1.253 3 1,260
23 2 — {25) .
—_ . 22 on
114 - 1169 (1583 .
— 485 e 485
52 o 2,339 e 2,391
e 3 it [$3] 3
— . 187 o 187
2 — 1347 — 136
- 2,154 12 4,478 (2,118) 6,126
_ — 1,149 — 1,149
— R 44 e 44
4,586 3,534 638 (8,152) 706
o — 30,108 — 30,108
12 s 2,236 (2,248) —_
e o . 14316 e 14316
- e 23876 o 2.876
- e 1,959 e 1,959
- e 1,533 e 1,533
647 i1l — (758) —
108 99 733 {95 843
b 7507 § 1856 % 61676 § 13371y 3 39,662
R
$ — 3 — % 1,569 8 — % 1,569
e — 476 (4761 —
o 8 409 — 417
4 e 892 _— 896
16 6 e 22 o
1,406 27 150 (1.583) -
82 e 2310 — 2,392
—_ — 520 — 520
9 — — ® —
119 93 408 (94) 528
7 e 761 (243 744
1,643 134 7,495 {2,208) 7.064
-— — 6,764 {633) 6,131
— — 37 - 37
— — 1,060 - 1.060
2,019° — 229 {2.248) e
6,026 4,975 34,740 (4,901 41,440
466 3 3,297 e 5,766
10,754 5,112 55,622 (9.590) £1,498
(3,247 (1,256) 4,637 {3,381) 3,247)
. o {411 e 1,411
(3.247) (1,256} 6,048 (3.381) {1,836)
$ 7507 3 3836 3 GLET0 $ (13371 39.662
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ftem 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING ANB FINANCIAL DISCLOSURE
None,

ftem 9A, CONTROLS AND PROCEDURES

An evaluation was performed under the supervision and with the participation of our management, inciuding the principal executive officer and
principal financial officer, of the effectiveness of the design and operation of the disclosure controls and procedures in effect as of December 31, 2010. Based
on the evaluation performed, our management, including the principal exccutive officer and principal financial officer, conuluded that the disclosure controls
and procedures were effective.

There has been no change in our internal control over {inancial reporting during the most recently completed fiscal quanter that has materially affected,
ot is reasonably likely to materially affect, our internal control aver financial reporting,
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ENERGY FUTURE HOLDINGS CORP.
MANAGEMENT'S ANNUAL REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of Energy Future Holdings Corp is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rules 13a-15(f) and 13d-15(D) under the Securities Exchange Act of 1934) for the company Energy Future Holdings Corp.'s internal coatrol over
{inancial rcpomng is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted nccounting principles, Because of its inherent [imitations, mternal control over financial reporting
may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may hecome
inadequate because of changes in condition or the deterioration of compliance with procedures or policies,

The management of Energy Future Holdings Corp. performed an evaluation as of December 31, 2010 of the effectiveness of the company's intemnal control
over financial reporting based on the Committec of Sponsoring Organizations of the Treadway Commussion's (COSO's) Internal Contral  Integrated

Framework. Based on the review pcrformcd management believes that as of December 31, 2010 Energy Future Holdings Corp.'s internal control over
financial reporting was effective

The indeperdent registered public ﬂccm;mmg firm of Deloitte & Touche LLP as auditors of the consotidated financial statements of Energy Future Holdings
Corp. has issued an atlestation repOrt on Energy Future Holdings Corp.'s infernat control over financial reporting.

/s JOHN F. YOUNG fsf PAUL M. KEGLEVIC
John F. Young, President and Paul M. Keglevic, Executive Vice President
Chief Executive Officer ! and Chief Financial Officer
February 17, 201 3
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REPORY OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Energy Future Holdings Corp.
Dallas, Texas

We have audited the intemnal control over financial reporting of Energy Future Holdings Corp. and subsidwaries ("EFH Corp.”} as of December 31, 2010 hased
on criteria established in Internal Control  Integrated Framework issued by the Commutiee of Sponsoring Organizations of the Treadway Commission. EFH
Corp.'s management is responsible for maintaining cffective internal control over financial reporting and for its assessment of the effectiveness of internal
centrol over financial reporting, included in the accompanying Management's Annual Report on Internal Controf Over Financial Reporting, Our responsibility
is to express an epmon on EF1 Corp.'s internal conirol uver financial reporting based on our audit,

We conducted our audit m accordance with the standards of the Public Company Accounting Oversight Board (United States) Those standards require that
we plan and perform the audit 1o obtain reasonable ussurance about whether etfective internal control over financial reporting was maintained i all materint
respects. Our audit included obtaining on understanding of internal control over financial reporting, assessing the risk that & material weakness exists, westing
and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting 1s a process designed by, or under the supervision of, the company's principal executive and principal
financial officers, or persons performing similar funcnons, and effected by the company's baard of directors, management, and other personnel to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of {inancial statements for external purposes in accordance with
generally accepted accounting principles. A company’s intemal control over financial reporting includes those policies and procedures that (1) pertain o the
maintenance of records thut, in reasonable detail, accurately and fauly reflect the transactions and dispositions of the assets of the company,; (2} provide
reasonable assurance that transactions are recorded as necessary 1o permil preparation of {inancial statements in accordance with generally accepied
sceounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and direciors
of the campany and {3} provide reasonable assurance regarding provention or timely deteczxan of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the finuncial statements,

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management overnde of
controls, material missiatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the

cffectivensss of the internal control over financial reporting to future periods are subject o the nsk that the controls may become inadequate because of the
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

in our opinion, EFH Corp. maintained, in all material rospects, effactive internal control vver fioancial reporting as of December 31, 2010, based on the
criteria established 1 fternal Control  Integrated Framework issued by the Committee of Spensoring Organizations of the Treadway Commission

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated financial
statements a5 of Decemnber 31, 2010 and for the year ended December 31, 2016 of EFH Corp. and our report dated February 17, 2011 expressed an
unqualified opinion on those financial statements and included an explanatory paragraph regarding £¥H Corp's adoption of amended consolidation accounting

stundards related to variable interest entities and EFH Corp.'s adoption of amended gurdance regarding transters of financial assets effective January 1, 2010,
on a prospective basis.

s/ Deloitte & Touche LLP
Dallas, Texas
February 17, 2011
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ttem 9B. OTHER INFORMATION

On February 15, 2011, the Organization and Compensation Committee (O&C Committee) of the Board approved several modifications to our executive
officers’ compensation arrangements, including certain amendments to their employment agreements. After considering relevant market data and other
pertinent considerations, the O&C Committee made these modifications to provide additional incentives to ensure strong performance and retention, and to
maintain alignment between our executive officers and our shareholders,

Long Term Cash Incentive Awards -

The O&C Committee approved a modification to the retention incentive awards that were granted to the Named Executive Officers in October 2009
(February 2010, with respect to Mr. Young). Under the terms of the original retention incentive award, cach of the Named Executive Officers will be entitled
to reesive on September 30, 2012, to the extent such Named Executive Officer remains employed by EFH Corp on such date, a one-time, lump-sum cash
payment equal to 75% (100% with respect to Mr. Young) of the aggregate AIP award received by such executive officer for fiscal years 2009, 2010 and 2011
(the Initial LTI Award). As modified., the initial LTI Award will include an additional amount (such additional amoun, the 2011 LTI Award) of between
$650,000.00 and $1,300,000.00 ($750.000.00 and $1,500,000.00 with respect to Mr. Young), which is only payable if the executive is paid the Rull Ingial LTI
Award. The actoal amount of the 2011 LTT Award will be determined (subject to interpolation) by company performance as indicated by the fevel of
management EBITDA actually achicved for the fiscal year ended December 31. 2011 relative to the management EBITDA threshold and target amounts set
by the O&C Committee for the fiscal year ended December 31, 2611, Provided that the executive remains employed by EFH Corp. on such dates, half of the

2011 LTt Award will be deferred and paid on September 30, 2012, and the other half of the 2011 LTI Awdrd will be deferred and pard on September 30,
2013,

{n addition, each of the Named Executive Officers will be entitied to receive additional retention incentive awards (collectively, the 2014 LTI Award)
a5 follows:

«  Anaward of between $500,000 and 81,000,000 {$1,350,000 and $2,700,000 with respect to Mr. Young), with the aciual amount of the award to
be deternuned (subject to interpelation) by company performance as indicated by the level of management EBITDA actually achieved for the
fiscal year ended December 31, 2012 relative to the management ERITDA threshold and target amounts set by the O&C Committee for the fiscal
year ended December 31, 2012; and .

<+ Anaward of between 3500.000 and $1,000,000 (51,350,000 and $2,700,000 with respect to Mr. Young), with the actual amount of the award to
be determined (subject to interpolation) by company performance s indicated by the level of management EBITDA actually achieved for the
fiscal year ended Dlecember 31, 2813 refative to the management EBITDA threshold and target amounts set by the O&C Committee for the fiscal
year ended December 31, 2013, and

«  Anaward of between $500,000 and $1,000.000 (31,350,000 and $2,700.000 with respect to Me. Young), with the actual amount of the award to
be determined (subject to interpolation) by corpany performance as indicated by the level of management EBITIDA actually achieved for the

fiscal year ended December 31, 2014 relative fo the management EBITDA threshold and target amounts set by the 0&C Committes for the fiscal
vear ended December 31, 2014,

Payment of the 2014 LT! Award will be deferred until March 13, 2015, and will bé subject to the condition that the Named Executive Officer continues
to be employed by EFH Corp. on such date. Both the 2011 LTl Award and the 2014 LTI Award will be subject. in limited circumstances, to aceeleration and/
or pro-ration i1n the event of the Named Executive Officer’s termination without "cause" or resignation for "good reason.” or ifs the event 6f such Named
Exacutive Officer's death or disability, as described in greater detail in the Named Executive Officer’s amended employment agreement.

Exchange of Stock Options for Restricted Stock Units !

The O&C Commitiee also approved an éxchange program, pursuant to which each of its cxecutive officers, including the Named Executive Officers,
would be entitled o receive a one-time lump sum grant of restricted stock units that cliff-vest 100% on September 30, 2014 (the Exchange RSUs) under and
subject to the terms of the 2007 Stock Incentive Plan for Key Employees of EFH Corp. and Affiliates {the 2007 Plan), in &xchange for forfeiting all rights n

respect of any and all options to purchase shares of EFH Corp.'s common stock that were granted to the executive officers under the 2007 Plan ss set forth
below: .
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Executive Officer

Surrandsred Options Exchangs 85Us
John ¥, Young 9,600,000 4,300.000
Paul M. Keglevic 3,006,000 1,500,000
David A, Campbell 4,808,000 2,400,000
James A, Burke 2,650,000 1,325,000
M.A, McFarland 2. 400,000 1,200,600

The grant of Exchange RSUs will be made as soon as reasonably practical following an exchangs period, and will be evidenced by 2 written agreement
that is approved by the O&C Compuniee with the concurrence of the executive officer,

Annual Grant of RS{a:

In addition, under the terms of their amended employment agreements, the Company's executive officers, including each of the Named Executive
Officers, will be entitled to receive annual grants of restricted stock units (the Annual RSUs) under and subject 1o the terms of the 2007 Plan. in cach of 2011,
2012 and 2013, For the Named Executive Officers, the grant of Annual RSUs for cach of the 2011, 2012 and 2013 calendar years will consist of 500,000 ¢liff-
vesting restricted stock enits (666,667 with respect 1o Mr. Campbell and 1,500,000 with respeet fo Mr Young) that will vest 100% on September 30, 2014,

The initial Annual RSU grant for 2011 will be made a3 soon a5 reasonably practical, and the annual awards for 2012 and 2013 will be made following, and in
connection with such vear's February meeting of the O&C Commitiee.

The Annual RSU awards will be subject to such terms, conditions and restrictions contained in the sxecutive officer’s amended employment agreement,
including, but not limited t0, & provision that if there is a Change in Control {as that term is defined in the agreement) of EF1{ Corp , all ungranted Annual
#S8Us that would have been made to the executive in each of 2011, 2012 and 2013 will be immediately granted and vested,

PART HI
item 19, BIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
Directors

The names of EFH Corp.'s directors and information shout them, as furnished by the directors themselves, are set forth below:

Heeved As
Birecter
Name Age  Staee Bual Experience
ArcitiaC, Acosta(l) 43 2008 Arcilia C. Acosta has served 55 a Director of EFH Corp. since May 2008, Dunng the last seven years. Ms, Acosta's
{4} principal occupation and employment has been serving as the CEQ of CARCON Industries & Construction, L.L.C.

{CARCON) and its subsidiariss. She is also the CEO of Southwestemn Testing Laboratories, L.L.C.(STL), CARCON's
principal business is commercial. institutional and transportation construction, STL’s principal businsgs is geotechnical
enginesring, construction materials testing and environmental consulting, Ms. Acost is a former Chair of the State of
Texas Hispanic chambers organization known as the Texas Association of Mexican American Chambers of Commerce
{TAMACC) and the Greater Dallas Hispanic Chamber of Commerce, Ms. Acosta serves on the Board of Advisors for
BBV A Compass Bank and the Board of Dirsctors of the Dallas Citizens Council.

David Bonderman 68 2007 David Bonderman has served as 2 Director of EFH Corp. since Quisher 2007 He is 2 founding partner of TPG Cupital,
L.P {TPG). Mr. Bonderman serves on the boards of the following companies: Armstrong World Industries, Inc.,
Ceasars Entertmnment Corporation {formerly Harrahs's Entertainment). CoStar Group, Inc., General Motors Company.
Ryanair Holdings ple, for which he serves us Chisirman of the Board. and Univision Communivatiuns, Ine. During the
past five years, Mr. Bonderman also served on the boards of Burger King Corporation, Burger King Holdings, inc.,
Ducati Motor Holding S.P.A., Gemplus International S.A, (predecessor 1o Gamalte NUV.), Gemalto NLV., 1ASIS
Healtheare Corporation, and Washington Mutudl, Inc.

Donald 1. Evans (2)(3) 64 2007 Donald L. Evans has served as a Director and Non-Executive Chairman of EFH Corp. sincs Outober 2007, He isalso a

4 Senior Pastner at Quintana Energy Partners, L.P. He was CEO of the Financial Services Forum from 2008 o 2007,
after servmg as the 34th secretary of the U 5. Department of Commerce. Before serving as Secretary of Commerce, Mr.
Evans was the former CEU of Tom Browa, Inc., a large independent encrgy company. He also previously served as a
member and chairman of the Board of Regenis of the University of Texas System.
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Berved As
Director .
Name Age  Since Business Fxperience
" Thomas D Ferguson(3) S7 2008  Thomas D. Ferguson has served as a Director of EFH Corp. since December 2008. He is a Managing Director of
Goldman, Sachs & Co., having joined the firm in 2002, Mr. Ferguson heads the asset managemens efforts for the
merchant bank's 1.5, real estate and infrastructure investment activity. lle curreatly serves on the board of Carrix,
one of the largest private container terminal operators in the world, American Golf, for which he serves as the
company's non-executive Chatanan, Agriculture Company of America, EFIH and Oncor. He formerty held board
seats at Associated British Ports, the largest port company in the UK., as weil as Red de Carreteras, a toll road
concessionaire in Mexico.

Frederick M. Goltz (2)3) 39 2007  Frederick M. Goltz has served as & Director of EFH Corp. since October 2007 He has been with Kohlberg Kravis
Roberts and Co., L.P. (KKR) for 15 years. Mr. Golwz has played a significant role in the development of many of the
themes pursued by KKR in the caergy space, including those related to integrated utilities, merchant gencration, and
oil and ga5 exploration and production. He now heads KXR's Mezzanine Fund headquartered in San Francisce. He is

a director of EFCH and TCFH. During the past five years, Mr. Goltz also served on the boards of Accunde Corp. and
Texas Geneo Holdings, Inc. |

James R, Huffines (143) 59 2007 _ James R, Huffines has served as a Director of EFH Corp. since October 2007 {le is President and Chief Operating
Officer of PlainsCapital Corporation, a $5.5 billion bank and financial $ervice firm, He previously served as

Chatrman, Central and South Texas Region, of PlainsCapital Bank and Senfor Executive Vice President of Plains

Capital Corporation from March 2001 to November 2010, Chairman of the University of Texas System Board of

Regents from Apni 2009 to July 2010, Vice Charman from November 2007 to April 2009 and Chairman from June

. 2004 10 November 2007, Mr. Huffines is a director of Andrew Harper Travel Publications, Inc., EFIH and

PlainsCapital Bank, ,

Scott Lebovita 35 2007  Scott Lebovitz has served as a Director of EFH Corp since October 2007, He is a Managing Director of Goldman,
Sachs & Co. in its Princapal Investment Area since 2007 having joined Goldman, Sachs & Co. in 1997 Mr Lebovitz
sarves on the boards of hoth public and private companies, including CVR Energy, Inc., EFCH and TCEH.

Jeflrey Liaw 34 2007 Jeffiey Liaw has served as a Director of KFH Corp. since October 2007. He is a principal of TPG and is active in
TPG's energy and industrial investing practice areas Befors joining TPG in 2005, he worked for Bain Capital in its
indusirials practice. Mr Liaw serves on the boards of both public and private companies, including EFIH, Graphic
Packaging Holding Company, American Tire Distributors, Inc. and QOncor.

'

¢
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Served As
Directar
Name Age  Since Buyiness Ksnerisnce
tare 8. Lipschultz (4) 42

Michael MacDougal {2}
3

Lyndon L, Olson, Jr. {3)

Kenneth Pontarelli {(214)

40

63

40

2007  Marc 8. Lipschultz has served gs a Director of EFH Corp. since October 2007. He joined KKR in 1995 and is the
global head of KKR's Energy and Infrastructure business, Mr. Lipschultz serves on KKR's Management
Committee and #ts Infrastructure Investment Committee Currently, he is on the board of Accel-KKR Company
During the past five years, Mr. Lipschuliz also served on the boards of Texas Geneo Holdings, loc. and The Boyds
Collection, Ltd..

2007 Michsel MacDougal! has served as a Director of EFH Corp. since Ociober 2007, He is a partner of TPG. Mr.
MazDougall leads the firm's global energy and nutural resources investing efforts. Prior 1o joining TPG in 2002,
Mr. MacDougall was a vice president in the Principal Investment Area of the Merchant Banking Division of

Joldman, Sachs & Co., where he focused on private equity and mezzaning investments Mr, MacDougallisa
director of both public and private companies, including Copano Energy, L.L.C.. Graphic Packaging Holding
Company, Harvester Holdings, LLC und its two subsidiaries, Petro Harvester Ol and Gas, LL.C and 2CO Energy
Limited, Kraton Performance Polymers {nc., Northern Tier Energy, LLC, EFCH, and TCEH and is a director of the
general partner of Valerus Compression Serviees, L.P. Ouring the gast tive years, he also served on the boards of
Alens Interaational and Texas Genco LLC prior to ils sale to NRG Energy, Inc. in February 2006, Mr. MacDougal}
also serves as the Chairman of the Board of The Opportunity Network and is a member of the Board of the Dwight
School Foundation and Islesboro Afordable Property.

2007 Lyndon L. Oleon, Jr. has served 25 a Director of EFH Corp. since October 2007, He was a Senior Adviser with
Citigroup Ine. from 2002 to 2008, sfter serving as United States Ambassador o Sweden from 1998 10 2001, He
previously was affilisted with Cibigroup from 1990 to 1998, as President and CEQ of Truvelers Insurance Holdings
andd the Associated Madison Companics, predecessor companies. Before joining Citigroup, he had been President
of the National Group Corporation and CEQ of its Nationai Group Insurance Company. Ambassador Olson also is
a former Chairman and a Member of the Texas {73 Stase Board of insurance, former President of the National
Association of Insurance Commissioners, and a former member of the Texas House of Representatives.
Ambassador Clzon also serves on the board of First Acceptance Corporation, Sammons Enterprises and Texas
Meter and Device Company,

2007  Renneth Pontarelli has served ss a Director of EFH Corp. since Qctober 2067, He is a Managing Director of
Goldman, Sachs & Co. in its Principal Investment Area. He transferred (o the Principal Iavostment Area in 1999
and was promoted t0 Managing Director in 2004, Mr, Pontarelti serves as a director of both public and private
companies, including CCS, Inc., Cobalt International Energy, L.P, EFIH, Expro Intemnational Group Ltd. and
Kinder Morgan, Inc. During the past five years, he also served on the board of CVR Energy, Inc.

219

0001366



Table of Candenty

Served As

Dirertor
Name Ape | Swnce Dusiness Experience
William K. Reilly 71 2007 William K Resdly has served as a Director of EFH Corp. since October 2007, He s a Senior Advisorto TPG and &

founding partner of Aqua Intemational Partners, an investment group that invests in companies that serve the water
and renswable energy sectors, hiving previously served as the seventh Administrator of the EPA. Mr. Reilly is a

[ director of the following public companies: E.I DuPont de Nemours and Company, ConocoPhillips and Royal
Caribbean International. During the past five vears, he also served on the board of Eden Springs, Ltd. of {srael.
Before serving as EPA Administrator, Mr. Reilly was President of World Wildlife Fund and President of The
Conservation Foundation. He previously served as Execunive Director of the Ruckefeiler Task Force on Land Use
and Lirban Growth, a senior staff member of the President’s Council on Environmental Quality, Associate Director
of the Urban Policy Center and the National Urban Coatition and Co-Chairman of the National Commission on
Energy Policy. Mr, Reilly was appointed by the President to serve as Co-Chair of the National Commussion on the

g Deepwater Horizon Oil Spill and Offshore Drilling.

Jonathan D, Smidt 38 20067  Jonathan . Smadt has served as a Director of EFH Corp since October 2007. He has been with KKR since 2000,

where he is a partner and senior member of the firm's Energy and Infrastruciure team and leads KKR Natural

Rasources, the firm’s platform to acquire and operate oil and natural gas assets. Currently, he is a director of
Laureate Education Inc. :

John F. Young {2)(3§ 54 2008 John F. Young has served as a Director and President and Chief Executive of EFH Corp. since January 2008, Before

joining EFH Corp., Mr. Young served in many leadership roles at Exelon Corporation from March 2003 to Jafuary
2008 including Executive Vice President of Finance and Markets and Chief Financial Officer of Exelon
Corporation: President of Exelon Generation: and President and Chief Operating Officer of Exelon Power. Prior to
joining Exelon Corporation, Mr. Young was Seniar Vice President of Sicera Pacitic Resources Corporation, Mr,
Young is also a director of EFCH, EFIH, TCEH and Luminant.

Kneeland Youngblood (1) 55+ 2007  Kneeland Youngblood has served as a Director of EFH Corp. since October 2007, He is a founding partner of

Pharos Capital Group, a private equity firm that focuses on providing growth and expansion capital to businesses in,
technology, business services and health carg services. Mr, Youngblood is a director of the following public ‘
companies: Starwood Hotels and Resorts Worldwide, Inc. and Gap Inc. Dwing the last five years, he served on the
board of Burger King Holdings, Inc. Mr. Youngblood is a member of the Councit on Foreign Relations.

¢

1y Member of Audit Commitics.

{2)  Member of Exgoutive Committee.

(33 Member of Governanee and Public Affairs Committes
(4)  Member of Organization and Compensation Committee

There is no family relationship between any of the above-named directors.
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in October 2007, David Bonderman, Donald L. Evans, Frederick M., Goltz, James R. Huffines, Scott Lebovit, Jeffrey Linw, Mare § Lipschultz,
Michae! MacDougall, Lyndon L. Olson, Jr., Keaneth Pontarelli, Wilhiam K. Reiily, Jonathan D, Smidt, and Kneeland Youngblood were elected 1o EFH
Corp.’s board of directors (the Board. Arcilia €. Acosta, Thomas D Ferguson and John F Young joined the Board in 2008, Messrs. Bonderman, Ferguson,
Gioliz, Lebovitz, Liaw, Lipschultz, MacDougall, Pontarelli, and Smidt are collectively refarred to as the *Sponsor Directors ” Ms. Acosta and Messrs. Evans,
HufTings, Olson, Reilly, Young, and Youngblood are collectively referred to ag the "Non-Sponsor Directors.”

Each of the Sponsor Directors was elected to the Board pursuant (o the Lunited Partnership Agreement of Texas Energy Future Holdings Limited
Parnership, the holder of a majonty of the cutstanding capital stock of EFH Corp. Pursuant to this agreement, Messrs, Goltz, Lipschultz and Smudt were
appointed to the Board as a consegquence of their relationships with Kohlberg Kravis Robeas & Co.; Messrs, Bonderman, Liaw and MacDougali were
appointed 1o the Board as a consequence of their relationships with TBG Capital, L.P.. and Messrs. Ferguson, Lebovitz and Pontarelli wers appointed to the
Board a3 a consequence of their relationships with GS Capstal Partners.

When considering whether the Board's directors and pominees have the experience. qualifications, attributes and skills, taken as a wholg, 1o ensbie the
Hoard to satisfy its oversight responsibitities effectively in light of EFH Corp.’s business and struciure, the Buurd focused prmarily on the qualifications
summartsed e each of the Board member's or nominee's biographical information set forth on the pages above. In addition, EFH Curp. believes thal each of
its directors possesses high ethical standards, acts with integrity, and exercises careful judgment, Each is committed to employing histher skills and abilities in
the fong-term interests of EFH Corp and its stakeholdess. Finally, our directers are knowledgeable and experienced in business, governmental, and civic
endeavors, further qualifying them for service #s members of the Board.

The Sponsor Directors possess experence in owning and managing privately held enterprises and are fumilar with corporate finance and strategic
business planning activities of highly-levernged companies such as EFH Corp. Some of the Sponsor Directors also have experience advising and oversceing
the operations of large industrial, manufacturing or retail companies similar to our businesses. Finally, several of the Sponsor Directors possess substantial

expertise m advising and managing companies in segments of energy industry, including, among others, power yeneration, oil and gas, and energy
infrasiructure and transportation.

As a group and individually, the Non-Sponsor Direciors possess extensive cxperience in governmentat and civic endesvors and in the business
community, in each case, in the markets where our businesses operate.

Mr. Young's employment agresment provides that he will serve as 2 member of the Board during the time he is employed by EFH Corp Before joining
EFI1 Corp. as President and Chief Executive Officer, hie helid various senior manugement positions at other compunies in the energy industry over twenty
years, including, most recently, his role as Executive Vice President of Finance and Markets and Chief Financial Officer of Exelon Corporation.
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Ms. Acosta manages the operations of a large commercial construction company in Texas and has significant experience within the focal Hispanic
business community, having served as the chair of the Greater Dallas Hispani¢ Chamber of Commerce and the Texas Association of Mexican American
Chambers of Commerce. Mr. Evans has demonstrated ability and achievement in both the private and public seclors, serving as U.S. Secretary of Commerce
during the Bush Adminstration, and both before and after his government service, acting as Chalrman and Chief Executive Officer of o publicly-owned
energy company, Tom Brown, Inc, Mr. Huffines has demonstrated achievement in both business and acaderic endeavors, and, given his cmployment in
various senior management pusitions in the banking industry, has sufficient experience and expertise in financial matters to quahfy him to serve as EFH
Corp.'s "audit committee financial expert * Mr. Olson pussesses substantial experience in both federal and state government through, among other things, his
service as the former US Ambassador 1o Sweden and as a former member of the Texas House of Representatives, and has advised and overscen the operations
of large companies, in particulac his service in the insurance industry. Mr. Reilly possesses a distinguished record of public service and extensive policy-
making experience a8 a former administrator of the EPA, lectures extensively on environmental issues facing companies vperating in the energy indusiry and
has served as Co-Chairman of the Mational Conunission on Energy Policy. Mr. Youngblood has served on numerous boards for large public companies, has
extensive experience managing and advising companies in his capacity as a partner in a private equity firm (not affiliated with the Sponsor Group), is highly
knowledgeable of federal and state political matters, and has served on the board of directors of the United States Enrichment Conwrau(m acomgpany that
comracm with the US Department of Energy to produce enriched uramum for use in nuclear power plants,

+
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Executive Gificers
The names and information regarding EFH Corp.'s executive officers are sot forth below:

Pasitions and Officea Bate First Elected Business Esperience
Namz of Officer  Ape Presently Held to Present Gffiees {Praceding Five Years}

John F. Young 54 President and Chief Janunry 2008 John F. Young was elected President and Chief Executive Officer of EFH Corp. in
Executive Offtcer of January 2008, Before joining EFH Corp., Mr. Young served in many leadership roles at
EFH Corp. Exelon Corporation from March 2003 to January 2008, including Executive Vice

President of Finanee and Markets and Chief Financial Officer of Exclon Corporation;
President of Exelon Generation; and President and Chief Operating Officer of Exelon
Power. Prior to joining Exelon, Mr. Young was Senior Vice President of Sierra Pacific
Resources Corporation.

James A Burke 42 President and Chief August 2005 James A, Burke was elected President and Chief Executive of TXY Energy in August

Executive of TXU 2005, Previgusty, Mr. Burke was Senior Vice President Consumer Markeis of TXU
Energy Enesgy.
David A, Campbeli 42 President and Chief June 2008 David A, Campbell was elected President and Chief Executive of Luminant in June
Executive of Luminant 2008. Mr. Campbell was Executive Vice President and Chief Financial Cfficer of EFH

Corp. from April 2007 to June 2008 having previously served as Acting Chiel Financial
Officer boginning in March 2006 and as Exccutive Vice President for Corporate
Planning, Strategy & Risk when he joined EFH Corp. in May 2004,
Joel 2. Kaplan 41 Executive Vice President November 2009 Joel D, Kaplan was elected Exceutive Vice President of BFH Corp. in November 2009
of EFH Cormp, and oversees the company's public affairs organization, Prior to joining EFH Comp., Mr
Kaplan served 3s Depury Chief of Staff m the George W. Bush White House from 2006
to 2608 and Deputy Director of the Office of Management and Budget from 2003 to

2006,
Pagd M. Keglovie 37 Executive Vice July 2008 Paul M. Keglevie was clected Executive Viee President and Chief Financial Officer of
I‘i?*fs‘df“} g’fgcﬁ"«‘g EFH Corp. in July 2008. Before joining EFH Corp., he was an andit parteer at
maréx:;;! Co::w ° PricewawerhouseCoopers, Mr. Keglevie was PricewaterhouseConpers' Utitity Sector

Leader from 2002 to 2008 and Clients and Scctor Assurance Leader from 2007 to 2008,
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Positions and Offices ate First Blected
Name of Officer Age Presently Held to Present Officey
Richard J. Landy 65

Pasiness Experisnce
{Preceding Five Years)
Executive Vice President of  February 2010 Richard J. Landy was elected Executive Vice President of EFH Corp. in February
EFH Corp. 2010 and oversees human resources. Prior to joining EFH Corp. Mr. Landy was
" owner and consultant of Richard J. Landy, LLC from 2007 to 200% and Senior
Vice President of Exelon Corporation from 2002 to 2667, -
M. A, McFarland 41 [xecutive Vice President and July 2008 M. A. McFarland was elected Executive Vice President and Chief Commercial

Chief Commercial Officer of Officer of Lumunant and Executive Vice President of EFH Corp. in July 2008,
Luminant and Executive Vice Before joining Luminant, Mr, McFarland served as Senior Vice President of
President of EFH Corp. Mergers, Acquisitions and Divestitures and as a Vice President in the wholesale .

marketing and trading division power team at Exelon Corporation.
Robert C. Walters (1) 52 Executive Vice Presidentand  March 2008 Robert C. Walters was elected Exccutive Vice President and General Counsel of
General Counsel of EFH EFH Corp. in March 2008, Prior 10 joining EFH Corp., My, Walters was a Partner
Corp. of Vinson & Elkins LLP and served on the firm’s management commitiee. Mr..

Walters was co-managing partner of the Dallas office of Yimson & Elkins LLP
from 1998 through 2005,

(1)  Mr. Walters has announced tus plan to resign from EFH Corp. during the first quarter 2011,

There 1s no family relationship between any of the sbove-named executive officers.

Audit Committee Financial Expert

“The Board has determined that James R. Huffines is an "Audit Committee Financial Expen® as defined in hem 407(d)(5) of SEC Regulation 5-K and
Mr. Huffines is independent under the New York Stock Fxchange's audit committee independence requirements for issuers of debt securities,

Codé of Conduct

EFH Corp. maintains cerlain corporate gevernance documents on EFH Corp's website st wyse.eneravintureholdings.com. EFH Corp.’s Code of Conduct
cadt be accessed by selecting "lnvestor Relations” on the EFH Corp. website. EFH Corp.'s Code of Coaduct applies to all of its employees, officers (including
the Chief Executive Gfficer, Chief Financial Officer and Principal Accounting Officer) and directors. Any amendments to the Code of Cunduct will be posted

on EFH Corp.'s website. Printed copies of the corporate governance documents that are posted on EFH Corp 's website are also available to any investor upon
request to the Secretary of EFH Corp. at 1601 Bryan Street, Dallas, Texas 75201-3411.
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Procedures for Shareholders to Nominate Directurs; Arrangement to Serve as Directors

The Amended and Restated Limited Liability Company Agreement of Texas Energy Future Capital Holdings LLC, the general partner of Texas
Holdings, generally requires that the members of Texas Energy Future Capital Holdings LLC take all necessary action to ensure that the persons who serve as

its managers also serve on the EFH Corp. Board, In addition, Mr, Joha Young's employment agreement provides that he will be elected as 4 member of the
Board during the time be is employed by EFH Corp.

Because of those requirements, together with Texas Holdings' controlling ownership of EFH Corp's sutstanding compion stock, there is no policy or
procedure with respect to shareholder recommendations for nominees w the EFH Corp. Board.
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Ttem 11, EXECUTIVE COMPENSATION

Organization and Compensation Committee

The Orzanization and Compensation Committes {the "O&C Committee”) of EFH Corp.'s Board of Directors {the "Board”) is comprised of four non-
employee direciors: Arcilia C. Acosta, Donald L. Evans, Mare 8. Lipschultz and Kenneth Pontarelh. The primary responsibility of the 0&C Commitice is to:

. determine and oversee the compensation program of EFH Corp. and its subsidiarics {other than the Oncor Ring-Fencad Entities).

including making recommendations to the Board with respect to the adoption, amendment or termination of compensation and benefits
plans, arrangements, policies and practices;

. evaluate the performance of EFH Corp's Chief Executive Officer (the "CEO™) and the other exccutive officers of EFH Corp. and its
subsidiaries (other than the Oncor Ring-Fenced Entities) (collectively, the "executive officers™). mcluding all of the executive officers
named in the Summary Compensation Table (the "Named Executive Officers”), and

. approve executive compensation based on those evaluations

'
1

Compensation Risk Assessment

EFH Corp s management has determined that the risks arising from EFH Comp.'s compensation policies and practices are not reasonably likely 1o have
a material adverse effect on EFH Corp, This determination was based upon, ameng other things, the following: (1} the mix of eash and equity payouts at
various compensation levels; (2) the performance time horezons used by our plans; (3) the use of {inancial performance metrics that are readily monitored and
revicwed: {4) the equity investment that most of our senior and middle management employees have i EFH Corp. common stock: (5) the lack of an active
trading market and other impediments to liquidity associated with EFH Corp. common stock; (6) the meorporation of both operational and financial goals and
individual performance modifiers; {7) the inclusion of maximum caps and other plan-based mitigants on the amount of certain of our awards; (8) multiple
levels of review and approval of awards (including spproval of our 0&C Committee with respect to awards to executive officers and awards to other
empioyees that exceed monetary thresholds), and (9) cur internal risk review and assessment processes,

Compensation Discussion and Analysis
Compensation of the CEQ / :

In determining the compensation of the CEO, the 0&C Commitiee annually follows a thorough and detaited process. At the end of each year, the O&C

Committee reviews a self-assessment prepared by the CEO regarding his performance and the performance of our businesses and meets (with and without the
CEQ) to evaluate and discuss his performance and the performance of our businesses,

In addition to conducting an annual review of the CEO's performance, the O&C Committee periodically uses independent compensation consultants o
assess the compensation of the CED against a variety of market reference points and competitive data, including the compensation practices of 2 number of
companies that we consider to camprise our peer group, size-adjusted energy services industry survey data and size-adjusted general industry survey data,
White the O&C Committee tries 1o ensure that the bulk of the CEQ's compensation is directly linked to his performance and the performance of our
busmesses, the 0&L Commitiee also seeks to set his compensation in 2 manaer that is competitive for retention purposes. The most recent assessment of the
CEOQ's compensation was performed in Jate 2010, whea the O&C Committee engaged Pay Governance LLC to perform a competitive analysis of the CEQ's

compensation. [ December 2010, Pay Governance delivered its report to the O&C Committee, which report included market data for a peer group composed
of the following companies:

Allegheny Energy, Inc. A Ameren Corp. American Electric Power Co, Inc
Calpine Corp. Constellation Energy Group lne. Dominion Resources lne.

Duke Energy Corp. Edison International Entergy Corp.

Exelon Corp. ' FirstEnergy Corp. GenOn Energy, inc,

NextEra Energy, Inc. MRG Energy, inc PPL Carp.

Progress Energy Inc. Public Service Enterprise Geoup Ine. Southem Co.

Xeel Energy nc.
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The data for CEO compensation of the peer group was developed at both the 50th and 75th percemiles of market in order to provide the O&C
Committee with a broad market view and mulbiple benchmarks. The O&C Comimutice targets wial direct compensation at approximately the 75" perceniife of
the peer group.

While the O&C Commitice considers market reference points and competitive data in determining the appropriate compensation of the CEO (and the
other executive officers), the D& Committee also considers qualitative and subjective factors that are more specific to EFH Corp. in making such
determinations. One such factor is that EFH Corp. is 1 highly-leveraged, privately-owned company.

After 3 comprehensive review of the CEO's performance and the performance of eur businesses in 2010, and taking into consideration the Pay
Guvernance report, the sustained decline in ERCOT wholesale power prices and forward nawral pas prices, and other qualitative and subjective factors as
described above. the O&C Commattee approved certain changes 1o the long-term incentive compensation for the UBO in February 2011, The Q&C
Commitiee made these changes, which are described m more detsil in Hem 98 above, to provide incentives for retention and performance and to mainizin a
strong alignment between the CEO and our shareholders, We believe these changes are consisient with our compensation philosophy as described below,

Compensation of Gther Exeeutive Officers

in determining whether to moake any adjustments to the compensation of any of our executive officers (other than the CEQ, the 0&C Committes seeks
the input of the CEQ At the end of euch year, the CEO reviews a seif-assessment prepared by each of these executive officers and assesses the executive
officer’s performance against business unit and Individual goals and objectives. The O&C Committee and the CEO then review the CEO's assessman’s and, in
that context, the 0&C Committee approves any adjustments to the compensation for gach of these executive officers.

in addition to these annual reviews/assessments, the CEO perindically assesses the compensation of each of these exscutive officers, The last
asgsessmient of the compensation of the excoutive officers by the CEO was performed in late 2010, Followng that assessment, and taking into consideration
the sustained decline in ERCOT wholcsale power prices and forward natural gas prices, and other qualitative and subiective factors os described above, the
CEO suggested ceriain changes 1o the long-term incentive compensation for certain of our exeoutive officers in order to provide mcentives for retention and
performance argd to maintaip shignment between our executive officers and shareholders. These changes, which are deseobed in more detail in ltemn 98 above,
were approved by the O&C Commitiee in February 2011 with respect to such executive officers, meluding cach of Messis. Keglevie, Campbell, Barke and
MeFarund, We believe these changes are consistent with our compensation philosophy as described below.

Compensation Philosephy

We have o pay-for-performance compensation philosophy, which places an emphasis on pay-at-risk. In other words, a significant portion of an
exscutive officer’s compuensauon is comprised of variable, at-risk incentive compensation, Our compensation program Is intended to compunsate executive
officers appropriately for their contribution to the attainment of our financal, operational and strategic objectives In addition, we believe it is Important to

retain our executive officers and strongly align their interests with EFH Corp.'s sharcholders by emphasizing long-term incentive compensation, including
equity-based compensation.
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To achigve the goals of our compensation philosophy, we believe that: #
N compensation plans should halance both long-term and short-term objectives;

. the overall compensation program should emphasize variable compensation ¢lements that have a direct lmk to averall corporate
, performance and shareholder value, and

. an executive officer’s individual compensation leve! should be based upon an evaluation of the financial and operational performance of
that executive officer's business unit as well as the executive officer’s individual performance.

We believe our compensation philosophy supports cur businesses by:

« aligning performance measures with our business objectives to drive the financial and operational performance of EFH Corp. and its
business units;

v

. rewarding business unit and individual performance by providing compensation levels consistent with the level of contnibution and
depree of accountability;

» attracting and retaining the best performers, and '

)

. strengthening the correlation between the fong-term interests of our executive officers and shareholders.

Elements of Compensation
The material elements of our executive compensation program are: ’
. a base salary;

. the opportunity to eam an annual performance-based cash bonus based on the achievement of specific corporate, business unit and
individual performance goals, and .

. Jong-term incentive awards. primarily in the form of (i) long-term cash incentive awards, including the modifications to these awards
approved by the O&C Committee in February 2011, as described in more detail in Item 9B above, and (i) equity awards granted pursuant
to our 2807 Stock Indemive Plan for Key Employees of EFH Corp. and Affiliates (the 2007 Stock Incentive Plan™). including optivns to
purchase shares of EFH Corp.'s common stock {the "Stock Option Awards™") and restricted stock units (the "Resiricted Stock Umts™),

In addition. executive officers generally have the opportunity to participate in certain of our broad-based employes compensation plans, inclading our
Thrift (401¢k)) Plan, retirement plans and non-quatified benefit plans, and to receive certain perquisites.

Assessment of Compensation Elements

We design the majority of an executive officer's compensation to be directly tinked to corporate and business unit performance. For example, an
executive officer's annual performance-based cash bonus 15 primarily based on the achievement of certain corporate and business unit financial and
eperational targsts {such as management EBITDA, cost management, generation output and customer satisfaction). In addition, each executive officer's long-
term cash incentive award {described below) is based on achievement of certam operational and tinancial performance metrics, We also fry to ensure that our
executive compensation program is competitive in order to reduce the risk of Josing our executive officers.
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The following is a detailed discussion of the principal compensation elements provided 1o sur executive officers, More detall abour cash of the elemens
can be found in the compensation tables, including the foomoles to the tables, and the narrative discussion following certain of the wables,

Base Salary

Base salary should reward executive officers for the scope and complexity of thewr position and the level of responsibility required. We believe that a
competitive level of base salary is required to stivact and retain gualified talent.

The C&C Committee annually reviews base sajaries and periodically uses independent compensation consuitanis to ensure the base salaries are market-
competitive. The O&C Committee may also review an executive officer’s base salary from time to time during a year, including if the executive officer is
given a promotion or if his responsibdities are significantly modified.

We want o ensure our cash compensation is competitive and sufficient to incent exacutive officers to remain with us, recognizing our high performance
expectations across a broad set of operational, financial, customer service and community-oriented goals and objectives and the higher risk levels associated
with being a significantly-leveraged company.

In tight of the sigmificant market dislocation and uncertainty that began in late 2008 and continued ito 2009, our Named Ixecutive Gfficers base
salaries were increased, effective January 1, 2010, These increases reflect, in part, that none of the Named Executive Officers reccived a salary increase in
2009, The following 1able indicates the Named Exccutive Officers’ base salaries for 2010,

Hame Titls
John F. Young President and Chief Executive Officer of EFH Corp. $ 1,200,060
Paul M, Keglevic  Exccutive Vice President and Chief Financial Otficer of EFH Courp. 3 650,000
David A Campbell Chief Executive Officer of Luminamt $ 700,060
3
3

Base Salary-~2010

Jameg A. Burke Chief Executive Otficer of TXU Encrgy 810,000
MA. McoFarland  Executive Vice President of BEFH Cormp. and Executive Vice President and Chief Commoercis! Officer of Luminant 600,000

Annual Performance-Based Cash Bonns - Executive Annual Incentive Plan

The Executive Annual lnceative Plan ("EAIP") provides an annual performance-based cash bonus for the successful attmmment of certain annual
financial and operational performance targets that are established annually at cach of the corporate and business unit tevels by the O&C Committee. Under the
terms of the EAIP, performance against these targets, which are generatly set at challenging levels to incent high performance. drives bonus funding. Based on
the level of attainment of these psefarmance targets, an aggregate EAIP funding percentags amount for all participants is determined.
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Our financial performance targets typically include "management” EBITDA, a non-GAAP financial measure. When the O&C Committee reviews
management EBITDA for purposes of determining dur performance against the applicable management ERITDA target, it includes our carnings before
interest, taxes, depreciation and amortization plus transaction, management and/or similar fees paid to the Sponsor Group, together with such adjustments as
the O&C Comrmuttee shall determine appropriate in its discretion after good faith consultation with the CEQ and the Chief Financial Officer, including
adjustments consistent with thosg included 1 the comparable definitions in TCEH's Senior Secured Facilities (to the extent considered appropriate for
executive compensation purposes) Owr management EBITDA targets are also expected to be adjusted for acquisuions, divestitures or major capital
investment initiatives 1o the extent that they were not contemplated in our financial plan (the "Financial Plan™). The management EBITDA targels are
wntended to measure achievement of the Financial Plan and the adjustments to management EBITDA described abus e primardy represent elements of our
performance that are either beyond the control of management or were not predictable at the time the Financial Plan was approved. Under the tesms of the
EAIP, the O&C Committee has broad authority to make these or any other adjustments to EBITDA that 1t deems appropriate in connection with its evaluation /
and compensation of our executive officers, Management EBITDA is an internal measure used only for performance management purposes, and EFH Corp.
does not intend for management EBITDA io be an alternative to any measure of financial performance presented in accordance with GAAP. Management
EBITDA is not the same as Adjusted EBITDA, which is disclosed elsewhere in this Form 10-K and defined in the glossary to this Form 10-K.

Financial and Operational Performance Targets

The following table provides a summary of the performance targets for each of the Named Executive Officers.

Weight
EFH Business Tuminant
£FH Cm:p. Servives Luminant TXU Energy Energy
Maunagesment Secoreeard Scorecard Scorecard Seorersrd
Narae earrpa’ Multiplier Mutiptier Mattipli Muttipl Total Payout
John F. Young 30% 569 L00% 1317
Paul M. Keglevic 30% 5 100% . 130%
David A. Campbell 25% 75%s H00%% 132%
James A, Burke 25% ' 75% 100% 134%
M.A. McFarland 25% . 25% 25% 25% 100% 143%

{1y  Mr. Young is measured on EFH Corp. Management EBITDA. including Oncor, while the remainder of the Named Executive Officers is mensured on
EFH Corp. Management EBITDA, excluding Oncor.
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The following table provides a summary of the performance targes included in the EFH Business Services Scorecard Multiplier,

’

$.FH Busineas Ssrvices Scorsenrd Maltiplier Weight Performancef 1) Payeut
EFH Com. Management EBITDA (excluding Oncor) 26.0% 126%% 23%
Luminant Scorecard Multiptier™ 0% 134% 7%
TXU Energy Scorecard Multiplieriz) 20.0% 137% 27%
EFH Corp. {excluding Oncor) Total Spend 20.0% 120% 26%%
HFH Business Services Costs 20.0% 139% 28%,

Total 100.0% {132

AR RN

(1} Performance payouts equal 100% if the larget amount is achicved for a particular metric, 50% i the threshold amount is achieved and 200% if
the superior amount is uchreved. The actual performance payows are interpolated between threshold and target or target and superior, as
applicable, with a eaximum perfurmance payout for any particular metric being equal to 200%.

2} The performance targets included in the Luminant Scorecard Multiplicr and the TXU Energy Scorecard Multiplier are summarized below,

The tollowing table provides a summary of the performance targets included in the Luminant Scorecard Mulliplier,

Luminznt Scoreeard Multiplier Weight Parformaocet 1) Payout
Luminunt Mansgement EBITDA (excluding Osk Grove and Sandow 5) 35 0% 1777% 630,
Luminant Baseload Generation - Coal (excluding Qak Grove and Sandow 3) 16.0% 950, 169,
Lummant Generation — Nuclear 9.0% 165% 0%
Luminant O&M/SG&A 15.9% 124% 18,
Luminant Cagital Bxpenditurcs 5.0% 200% 10°%
Lisminant Fossil Fuel Costs 10.0% 1% "
Management EBITDA for Oak Grove and Sandow 3 10.0% 57% oy

Total 100 8% 13475

e

(1} Performance payouts equel 100% if the target amount 13 achieved for & particular metric, 50%% if the threshold amount is achieved and 200% if
the superior amount is achieved. The actual performance payouts are interpolated between thieshold and target or turget and superior, as
applicable, with a maximum performance payout for any particular matric being equal to 200%.

23

0001378



Table of Cangents

The following table provides a summary of the performance targets included wn the TXU Energy Scorecard Multiplier,

TXU Energy Scorecard Multiplier Weight Performance(t) Payout
TXU Energy Management EBITDA 40.0% 175% 2%
Contribution Margin 15.0% 200% 30%
TXU Energy Total Costs 20.0% 79" 16%s
Residential Customer Count 10.0% 50% 5%
Residential Days Meter to Cash 5.0% 100%5 5%
PUCT Complaints 5.0% 84% 4%
Customer Satisfaction . 5.0% [00% 5%3

Total | 100.0% 137%

T TR .

{1y Performance payouts equal 100% if the target amount 1s achieved for a particular metric, 30% if the threshold amount is achieved and 200%, if
the superior amount is achieved. The actual performance payouts are interpolated between threshold and wrget or target and superior, as
applicable, with a maximum performance payout for any particular metric haing equal to 200%.

The following table provides a summary of the performance targets included in the Luminant Energy Scorecard Multiptier

“Lumingat Ensrgy Storecard Multdper Weight Performance{l) ° Payouti2)

Luminant Management EBITDA (excluding Guk Grove and Sandow 3} . . 10.0% 177% 870,
Management EBITDA for Oak Grove and Sandow 3 ' : 10.0% 9% 8%
Luminant Energy SG&A 10.0% 200% 20%
Incremental Value Created 40.0% 200% 80%
Liquidity Utilization 10 0% 200% 20%

Total 100 0% L 181%

Adjusted Total 178%%
RN Im———

1

(1) Performance payouts equal 100% if the warget amount is achieved for a particular metric, 0% if the threshold amount is achieved and 200% if
the supérior amount is achieved. The actual performance payouts are inferpolated between threshold and target or target and superior, as
applicable, with a maximum performance payuut for any particular metric being equal to 200%.

{2)  Due to plan funding limitations, the actual payout refated to the Luminant Energy Scorecard Multiplier has been reduced from 181% (o 178%.

Individual Performance Modifier

After approving the actual performance against the applicable targets under the plan, the O&C Comumitter and/or the CEQO reviews the performance of
each of our executive officers on an individual and comparative basis. Based on this review, which includes an analysis of both objective and subjective
eriteria, including the CEO's recommendations (with respect to all executive officers other than himself), the O&C Committes approves an individual
modifier for each executive officer. Under the terms of the EAIP, the individual performance modifier can range from an outstanding reting {1500} to an
unacceptable rating (0%6). To calculate an executive officer's final performance-based cash bonus, the executive officer's corporate/business umt payout
percentages are multiplied by the executive officer's target incentive level, which is computed as a percentage of annualized base salary, and then by the
executive officer's individual performance modifier,
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Actual Award

The following table provides a summary of the 2010 performance-based cash bonus for cach Named Executive Officer under the EAIP.

Farget Target Avard
Name {% of sslary} (1} {35 Value} Aciual Award
John F. Young (2) 1007 $ 1,206,600 2.043,600
Paul M. Keglevic (3) 85% 3 352,500 933,725
David A. Campbell (4} 85% $ 595,800 981,750
James A, Burke (5) 85%, $ 535,500 932,841
M.A. McFarland (6} 85% 3 310.000 948,090

(1) Effective with the 2010 award period, the O&U Committee approved an increase in the anpual target award under the BAIP from 75% of base
salary o 85% of base salary for Messrs. Keglevie, Campbell, Burke and McFarland.

{2} Mz Young's incentive nward is based on the successful achievement of the financial performance targsts for EFH Corp. and the financial and
operational performance fargets for Luminant and TXU Energy and an individual performance modifier that increased his incentive award. In
2010, Mr. Young successfully led the company in a difficalt year in which wholesale power prices continued to decline. Notwithstanding the
difficulties that accompany a sustained decline in forward natural gas prives, Mr. Young creaied value in many parts of the company’s businesses.
In particular, Mr. Yousng led the company’s efforts in, among other thmgs: liquidity and Hability management «fforts that captured long-term debt
discounts of approximately $2 billicn and extended the maturity date for approximately 33 billion of our long-term debt, improving financial and
operational resulis fur our legacy bascload generation fleet, including top decile safidy, generation and cost performance by vur nuclear facility;
providing strong contributions 1o the swte and national debates regarding legistative and regulatory issues facing the company, including
proposals on federal climate change legislation and resolution of critical regulatory matters berween the EPA and the TCEQ: ransitioning our
generation and wholesale energy businesses to operate successfully within ERCOT's new nodal wholesale market structure; our continued .
commitment to build a strong retail brand and customer-focused culture at TXU Energy; and exceeding EFH Corp.'s planned EBITDA, for 1010,
(Given these and other significant achievements, the O&C Comumities approved an individual performance modifier that increased Mr, Young's
mcentive award,

(3} M. Keglevic's incentive award is based on the successful achievement of the financial performance targets for EFH Corp. and EFH Business
Services and the financtal and operationa! performance targets for Luminunt and TXU Energy and an individusl performance modifier that
increased his incentive award. In 2010, Mr. Keglevic successfully managed several new financial processes at EFH Corp. and is business units,
including processes for managing the varied risks of our businesses and preserving effective lguidity fevels. In addition, Mr. Keglevie led the
company's liquidity and liabdity management efforts, including capturing long-term debt discounts of approximately $2 bitlion, extending the
naturity date for approximately 33 billion of our long-term debt, and a resulting reduction in our interest expense of approximately $1.2 billion,
Grven these significant accomplishments and other achieverents (including the successtul resolution of a significant tax matter related to our
discontinued Europe business), the O&C Committee approved an individual performance modifier that increased Mr. Keglevic's incentive award.

{9)  Mr. Campbell's incentive award is based on the successiud achievement of a financial performance target for EFH Corp. and the financial and
operational pecformance targets for Luminant and an individual performance moditier that increased his incentive award, In 2010, Mr, Campbell
was successiul in overseeing strong financial and operational results, primarily at Luminant's nuclear and lignite/coal-fueled plants and in
Luminant's wholesale energy organization. Also, Mr. Campbell continued to provide significant contributions in the pubhic afTaus arengon a
local, state snd national level. particularly with regard 1o environmental issues facing Luminant. In addition, under Mr. Campbell's leadership.
Luminant had a strong year for safety in its nuclear and minung operations, while implementing improved safety processes and metrics for its gas
and lignite/coal-fueled plants and mines. Given these significant accomplishments and other achievements (inchuding his focus on developing a
collaborative, team-oriented culture across the organization), the O&C Commities appraved an idividual performance modifier that increased
Mr. Campbell's incentive award,

{5} Mr. Borke's incentive award is based on the successful achievement of a financial performance target for EFH Corp. and the financial and
operational performance targets for TXU Energy and an individual performance modifier that incezased his incentive award. In 2010, Mr Burke
continued to build on TXU Energy's brand and reputation with i customers and public stakeholders, while driving continuous improvement in
custemer service, biliing, marketing and retention activities. Given these significant accomplishments and other achieverments (including his
continued commitment to build a strong reail and customer-focused culture at TXU Energy), the O& C Commitiee approved an individual
performance modifier that increased Mr. Burke's incentive award

{6)  Mr. McFarland's incentive wward is based on the successful achievement of the financial performance targets fr EFH Corp . fhe financial and
operational performance targets for Luminant and Luminant Energy and an individual performance inodifier that increased his incentive award.
1 2010, Mr McFarland successfully transitioned our generation and wholesale energy businesses o operate successfully within ERCOT new
nodal wholesale market structure, successfilly managed Lummnant’s {uel strategy. and developed several pew provesses for managing Luminant’s
long-term hedging strategy with misimal sapacts 1o liguicity Given these significant accomplishments and other achigvements (including his
strategic contributions with regard to a number of development opportunities), the 0&C Committee approved an individual performance modifier
that increased Mr. McFarland's incentive award,
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Long-Term [ncentive Awards

Long-Term Cash Incentive

In October 2009 (and in February 2010, with respect to Mr Yoting), each of our Named Executive Officers was granted a long-term cash incentive
award (the "L.T1"} that éntitles such Named Executive Officer to receive on September 30, 2012, to the extent such Named Executive Officer remains
employed by EFH Corp. on such daie (with customary exceptions in limited circumstances. including death, disability, and leaving for "good reason® or
termination without “cause"), an additional one-time, lump-sum cash payment equal 1o 75% (100% with respect to Mr. Young) of the aggregate EAIP award
received by such executive officer for fiscal years 2009, 2010 and 2011, These awards provide signiicant retentive vatue because an award is not paid to an
executive officer unless the executive officer remains employed with us until September 30, 2012 (subject to the customary exceptions described above), In
addition, these awards provide additional incentive o our executive officers to achieve top operational and {inancial performance because the award is based
on a percentage of the executive officers’ annual performance-based cash bonuses. '

*

Long-Term Fquity Incensives

We believe it is important to strongly align the interests of our executive officers and sharcholders through eguity-based compensation. In December

2007, our Board approved and sdopted our 2007 Stock {ncentive Plan pursuant to which we granted Stagk Option Awards to our exzcutive officers, The
purpose of the 2607 Stock Incentive Plan is to

. promote our long-term financial interests and growth by attracting and retaming management and other personnel with the training, experience
and gbility to make a substantial contribution to our success:
. motivate management and other personnel by means of growih»rc:!aied incentives to achieve long-range goals, and

» strengthen the correlation between the long-term interests of our sharchelders and the interests of our executive officers through opportunities for
stoek (or stock-based) ownership in EFH Corp.

Please refer to the outstanding Cauity Awards at Fiscal Year-End--2010 table, including the féozno!es thereto, for a more detailed deseription of the
outstanding Stock Option Awards held by cach of the Named Executive Officers, inthe fumre we may make additional discretionary grants of stock options
or other equity-based compensation 10 reward high performance or achievement.

As described in greater detail in liem 9B above, the O&C Committee recently upproved an exchange program pursuant to which our executive officers,

including the Named Executive Gfficers, may exchange any and all of their outstandimg Stock Option Awards for restricted stock units that cliff-vest on !
September 30, 2014,

Other Elements of Compensation :
General

Qur executive officers generally have the opportunity to participate in certain of our broad-based employee compensation plans, including our Thrift
(401(k)} Plan. retirement plans and non-qualified benefit plans. Please refer to the footnotes to the Summary Compensation table for a more detailed
description of our Thrift Plan, the narrative that follows the Pension Benefits table for a more dotailed description of our Retirement Plan and Supplemental

Retirement Plan and the footnotes to the Nonqualified Deferred Compensation table for a more detailed description of our Salary Deferral Program, However,
beginning in 2010, our Named Exccutive Officers are no Ionger cligible to participate in the Salary Deferral Program.
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Perquisites

We provide cur executives with certain perquisites on a limited basis. Those perquisites that exist are generally intended (o enhance our excoutive
officers’ ability fo conduct company business. These benefits include, financial planning, preventive health maintonance, and reimbursement for certam clud
memberships and certain spousal wavel expenses. Expenditures for the perquisites described below are disclosed by individusl in footnotes to the Sumemary
Compensation Table. The following is a summary of perquisites offered to our Named Executive Officers that are not svailable to all employees:

Executive Financial Planniag: We pay for our executive officers to receive financial planning services, This service is intended to support them in
managing thew financial affairs, which we consider especially important given the high level of time commitment and performance expectation required of
our executive ofticers. Furthermore, we believe that such service helps ensure greater accuracy and compliance with individual tax regulations by our
executive officers.

Health Services: We pay {or vur exacurive officers to receive annual physical health exams, Also, m 2010, we purchased an annual membership for
Messrs. Young and Keglevic to participate in a comprehensive health plan that provides anvtime personal and private physician access and healih care. The
fieaith of our exccutive officers is important given the vital leadership role they play in directing and operating the company. Our executive officers are
important assets of EFH Corp., and these benelits are designed to help ensure therr health and long-term ability 1o serve our shareholders,

Club Memberships: We reimburse certain of our executives for the cost of golf and social club memberships. provided that the club membership
provides for a busimess~use opportunity, such as client aetworking and entertainment. The club membership reimbursements are provided 10 assist the
excoutives in cultivating business relationsiups.

Spouse Travel Expenses: From time to time, we pay tor an cxecubive officer’s spouse to travel with the excoutive officer when taking a business trip.

Contingent Payments

We have entered mto employment agreements with Meszes Young, Keglevie, Campbell, Burke and McFarland. Each of the employment agreements
provides that certain payments and benefits will be paid upon the expivation or termunation of the agreement under various circumstances, including
termination without cause, resignation for good reason and iermination of employment within a fixed penod of e following a change in control, We believe
these provisions are imporiant i order 1o attract and retain the ealiber of executive officers that our business requires and provide incentive for our executive
officers to fully consider potential changes that are in our and our shareholders' best interest, even if such changes would result in the executive officers’

ermination of employment. For a description of the applicable provisions mi the employment agreements of our Named Executive Gificers see "Potentiul
Payments upon Termination or Change in Control ¥

Other

After a comprehensive review of the CEQ's performance and the performance of our businesses in 2009, the O&C Committee approved several
changes to Mr. Young's compensation arrangement in February 2010, cach of which was described in greater detail in last year's annual report on Form 10-K,
in connection with these changes, Mr. Young's employment arrangement was amended to provide him a 10-year term life Insurance policy i an insured
amount equal to $10.000.000 and a supplemental retirement plan that vests on December 31, 2014 (with customary exceptions for death, disability and
teaving for "good reason” or termination "without couse™) with a value of $3,000,000.
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Accounting and Tax Considerations

© Accounting Considerations

Under FASB ASC Topic 718, the total amount of compensation expense to be recorded for stock-based awards (e.2., Stock Option Awards granted
under the 2007 Steck Incentive Plan) is based on the fair value of the award on the grant date. This far value is then recorded as expense over the vesting
period, with an offsetting increase m paid-in capital. The amount of compensation expense is not subsequently adjusted for changes in our share price, for the
actual number of shares distributed, or for any other factors except for true-ups related to estimated forfeitures compared to actual forfeitures,

As previously disclosed, inconnection with a grant of new stock options in February 2010, Mr. Young surrendered unvested performanee-related stock
options that were granted to him when he joined EFH Corp. The shares surrendered by Mr. Young in February 2010 are considered modifications to the
original awards and are treated as an exchange of the original award for a new award. The compensation expense related 1o the new award represents the
incremental custs of the new award over the surrendered award and is based on the new grant date fair value and is recognized over its new vesting penod

Income Tax Considerations

Section 162(m) of the Code limits the tax deductibility by a publicly held company of compensation in excess of $1 million paid to the CEO or any
ather of its three most highly compensated executive officers other than the principal financial officer. Because EFH Corp 15 a privately-held company, ‘
Section 162(m) will not limit the tax deductibility of any executive compensation for 2010,

The C&C Commiittee administers our compensation programs with the good faith intention of complying with Section 409A of the Code.

Organization and Compensation Committee Report

Fl

The O&C Committee has reviewed and discussed with management the Compen‘smion Discussion and Analysis sef forth in this Form 10-K. Based on this
review and discussions, the committee recommended to the Board that the Compensation Discussion and Analysis be included in this Form 10K,

Organization and Compensation Commitice

Donald L. Evans, Chair
Arcilia C. Acosta
Marc S, Lipschultz
Kenneth Pontarelli
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Swmmary Compensation Table 2010

The following table provides information for the {iscal years ended December 31, 2010, 2009 and 2008 regarding the aggregate compensation paid o
our Named Exgcutive Officers.

Change in
Pension Value
and

Non-Equity  Nen-qualified

Incentive Diefereed
Pan Campensation All Other
Stock Option
Salury Bonus Awards Awards Compensation Earndngs Compenyation Totul
Name and Principal Position Year (%) i8) ) 5 7 5 @ ©
John F. Young 2010 1,200.000 e e 3405000 2,043,600 2,761 219826 6,862,187
President & CEQ of EFH Corp,
2009 1,000,000 o - — 1,469,000 — 105,291 2,574,291
o 2008 912,300 -~ 3,000,066 13,635,000 1,418,000 — 462,258  19.427.738
Paul M, Kegievie® ! . 2010 850,000 50,000 v e 233,725 3,185 39416 1,676,326
EVP & Cheef Financial Officer of EFH 2,812,520
Corp. 008 600000 150,000 — 1325000 664,200 e 73,320
20608 293,182 250,000 1125000 6,442,500 613,800 — 88,508 4,812,990
David A, Campbell @ 2016 700008 B — B 981,750 76,485 17911 1,776,146
President & CEOQ of Lominant
2009 600,000 e — 2,120,000 642,600 68,861 15020 3,446,481
" 2008 545,500 5,092,250 2,300,000 7,272,000 625950 22,779 3395878 19434337
James A. Burks ™ 2010 630,000 —_— e e 932,841 76,743 17,305 1,656,859
President & CEQ of TXU Energy
2005 560,000 o — 933,108 856 800 55,931 23,885 2,462,716
s 2008 680,000 — e 4,454,100 473,918 25,5m 639,136 4,192,635
M.A. McFariand @ ) 2010 680,000 B e e 943,050 — 17,418 1,365,508
CYP-EFH Corp, & EVP & Chief
Commescial Officer of Luminant 2009 500,000 — - 1060,000 687,750 — 7424 125517
2008 135744 150,000 S60,000 5,114,000 329,032 e 87,725 66173501

{1} Mr. Young commenced employment with EFH Corp. in January 2008 The amounis for 20149 reported as “All Other Compensation® for Mr, Young
sepresent 1) the costs of providing certan perquisites, including $3,299 for an executive physical, $11,169 for an annusl membership inn
comprehensive personal physician care program, $:140,922 for the cust of his country cluh membership, including the une-time initiation fee, $10,120
for financial planning, $17,185 for insurance premiums in respect of a 10-year term life insurance policy, 31,121 for personad use of a car service and
312,310 of taxable resmbursemants partially related 0 hus spouse’s travel and {111 $14,700 for our matching contributions to the EFH Thrifl Plan.

{2:  Mr Keglevic commenced employment with EFH Corp. in July 2008, Mr. Keglevic's employment agreement provides that we pay huim a sigming bonus
egual to $550,000 a5 follows: () $250,000 payable in July 2008; (11) $150,000 payable in July 2009 and (i) $50,000 payable i July 2010, 2011 and
20:2. The amount for 2010 reported as "Bonus® for Mr. Keglevic represents the 2010 portion of his signing bonus, The amounts for 2010 reported as
"All Other Compensation” for Mr, Keglevic represent (1) the costs of providimg certain perquisites, including $11,026 for an annunl membership in a
comprehensive personal physician care program, and 318,833 for the cost of his country club membership, including a pre-rated pastion of his initiation
fee and Uil $9.537 for sur matching contributions v the EFH Thrill Plan,

(33 The amount reported as "All Other Compensation” in 2010 for Mr. Canpbel] represents (i) the costs of providing certain perqusites, mncluding $10,120
for finanzial plananing and 52,891 for an executive physical and (1) $4.900 for our matching contributivns o the EFH Thrift Plan.

(43 The amounts for 2010 raported a3 Al Other Compensation® for Mr. Burke represent (i) the costs of providmg certain perquisites, including %2,375 for
financial planning, and (if) 38430 for our matching contributions to the EFH Thre? Plan

(%) Mr. MeFarland commenced emplovment with EFH Corp. in July 2008. The amounts for 2010 reporied as "All Other Compensativn” for
Mr. McFarland represent (1) the costs of providiag certain perquisites, including $2,718 for e excentive phy sinas and (i) 314,700 for our matching
coptributions to the EFH Thrift Plan.

(6} ‘Ihe amounts r2ported as "Option Awards” represent the grant date £k value of Stock Option Awards granted in the fiscal year computed for the stock
wptions awarded under the 2007 Stock Incentive Plan in accordunce with FASE ASC Taopic 718 and do not take into account estimated forfzitures,

Mr, Young's 2010 opiions were granted vith an exercise price of $3 30 per share. Please refer 1o the table below emitled "Grams of Pian-Based Awards
~ 2010" tor more inturmation,

{7y The amounts i 2010 repurted as "Moa-Equity Incentive Plaa Componcation” were eamed by the executive officers in 2010 under the EAIP and are
expected to be paid m March 2011,

0001384



237

0001385



Table of Contents

(&) The amounts in 2010 reported under “Change in Pension Value and Nongqualified Deferred Compensation Earnings” include the aggregate increase in
uctugrial value of EFH Corp.'s Retiremznt Plan and Supplemental Retirement Plan. For a more detailed description of EFH Corp.'s retirement plans,
including the transfers of certain assets and linbilities from the Supplemental Retwement Plan andfor Salary Deferral Program o the cash balance
component of the Retirement Plan, please refer to the narrative that follows the table titled "Pension Benefits”. There are no above market earnings for
nonqualified deferred compensation that is deferred under the Salary Deferrni Program,

{9y For purposes of preparing this column, all perquisites are valued on the basis of the actual cost to the company. As described above, Al Gther
Compensation” includes amounts associated with our matching soatributions 1o the EFH Thrifl Plan. Our Thrfl Plan allows participating employees to
countribute a portion of their regular salary or wages to the plan. Under the EFH Thrift Plan, EFH Corp. matches a portion of an emploves’s
contrihutions. This matching contributivn is 100% of each Named Exccutive Officer's contribution up 1o 6% of the named Executive Otficer's salary up
to the {HS annual compensation imin. All matching contributions are invested in Thrift Plan investments as directed by the participant.
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» Grants of Plan-Based Awards - 2010

The following table sets forth information regarding grants of compensatory awards to our Named Executive Officers during the fiscal year ended
December 31, 2010,

Al Other
Option
Awards: # Exercise or Grant Date
! of Szeuritiss Hase Price Fair Value
Estimated Possible Paysuts Under Underiying of Option of Siack
Mon-Equity Incentive Plan Options Awards and Option
Date of . . ) 2 .
Awnrds( ! {&)( b (Slsm( ) Awurdam
Grant Board Threshold Target Aux.
Name Date . Action ) &3] (&)
John F. Young 92/18/10 02418/10 600,000 1.200.000 2,400,000 3,000,000 3.50 3,405,000
Paul M. Keglevic 02/18/10 276,250 552,500 1,105,000
David A, Campbeli 02/18/ 10( 297,500 595,000 - 1,190,000
James A, Burke 02/18410 267,750 533,500 1,071,000
MA. McFarland 0218/10 255,000 . 310,000 1,020,000

(1) The amounts disclosed under the héading "Estimated Possible Payouts under Non-Equity Incentive Plan Awards” retlect the threshold, target and
maximum amounts available under the EAIP for each executive officer and cach executive officer’s employment agreement. The actual awards for the
2010 plan year are expected to be paid in March 2011 and are reported in the Summary Compensation Table under the heading "Non-Equity Incentive
Plan Compensation” and described above under the section entitied “Annual Performance Bonus - EAIP™.

(2) Represents grants of new Time Vested Options and Chff Vested Options under the 2007 Stock Incentive Plan, as described above under "Long-Term
Incentive Awards." "

(3y  There is no established publhic market for our common stock. Our board of directors values our common stock on a semi-annual basis fon June 30" and
December 317 of each year). The valuation is primarily done to set the exercise or base price of awards granted under the 2007 Stock Incentive Plan, In
determining the valuation of our common stock, our Board, with the assistance of third party valuation experts, utilizes several valuation techniques,
including discounted cash flow and comparable company analysis.

(4)  The amounts reported under "Grant Date Fair Value of Stock and Option Awards” represent the grant date fair value of stock options related to the
010 Awards in accordance with FASB ASC Topic 718,

For a discussion of certam maternd terms of the employment agreements with the Named Exccutive Officers, please see “Assessment of Cornpensation
Elements” and "Potential Payments upon Termination or Change in Control
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Ouistanding Equity dwards at Fiscal Year-End- 2010

{iption Awards (1} Stock Awards
Equity
# of Securities Vinderlying
Lquity incentive Pl
Unexsrcised
Fquity Mazkst fncentive Plan Awards:
Options
Incentive Plan # of Value of Awards: # of Blarket
Awsrds: ¥ of Shares Shares o Vnsarned Fayous Value
Securities or Units Units of Shares, Units of Unesrned
Underiying of Sk Reack or Other Stores, Unitx
Uoexercmed Option That That Righe That wr Righty
Uinearned Exercise Option Have Not Have Have %ot That Have
Expiration
Name Exercisable Unexarchalde Opdons “ Price Date Vesied @ Nat Vested i Vested Not Vesred
fohn F Young 3,375,000 1,500.006“) 1,123,000 5.00
. 02012018
300,000 1,260,000° 3.50 02/18/2020
1,500,000 350 02/18/2020
Paul M. Keglevic 1,125,000 SGO,OOOW 375,000 5.060
12/222018
100,000 400,000 350 12172019
400,000 1 3350 LA72019 225,600 281,230
David A, Campbell 1,860,600 890,009(2’ 660,000 500
G5/20/2018
160,000 640,000™ 350 12177018
800,000 350 121772018
James A. Burke 1,192,500 490,000 367,500 5.00
03£20/201(8
40,000 160,000 130 VHYH2019
496,600 3150 12/1772069
M.A. McFarland 0,000 400,000 300,000 5.00
) P21202018
80,000 320,000 350 127192019
490,000 350 121772019
(1} In 2008, Messrs. Young, Keglevie, Campbell, Burke and McoFarland were granted 7,500,000, 2,500,000, 4,060,000, 2,150,000 and 2,000,060 Stock

Option Awards, respectively, half of which were "Time Vested Options” and balf of which were "Performance Vested Options™. The evercise price of
the Stock Option Awards granted m 2008 (the fair market value on the grant date) is $5.00 per share. In late 2009 (February 2010, with respect to

Mr. Young), the Q&C Committee granted Messrs. Young, Keglevic, Carmpbell, Burke and McFartand 1,300,000, $50.000, 860,000, 200.000 and
400,000 new Time Vested Options, respectively, and 1,500,000, 500,600, 300.000, 490.000 and 400,000 "Cliff Vested Options.” respectively. In
connection with these new Stock Option Award grants, each Named Executive Officer surrendered to EFH Corp. a portion of the Performance Vested
Options that were granted to him in 2008, The exercise price of the Stock Option Awards granted in 2009 (2010, with respect to Mr. Young) is $3.50
per share. As described in greater detail in hem 98 above, the O&C Committee recently approved an exchange program pursuant to which our
executive officers, including the Named Executive Officers, may ¢xchamge any and ali of their outstanding Stuck Option Awards for restricted stock
units that cliff-vest on September 30, 2814,

The Time Vested Options vost in 20% increments on each of the first five anniversaries of September 30, 2007 and September 30, 2009, respectively.
Accordingly, the Time “ested Options granted in 2008 ore scheduled to become exercisable ratably in September 2014, 2011 and 2013 provided the
Named Execunve Officer has remained continuousty employed by EFH Corp. through the applicable vesting date {sewh customary exceptions for death,
disability, and leaving for "good reasont™ or wrmination withoul "cause™).

The Time Vested Options grantad in 2009 (2010, with respect to Mr. Youny) are scheduled 1o become exercisabie ratably in September 2010, 2011,
2012, 2013 and 2014 provided the Named Executive Officer has remained continuously employed by EFH Corp. through the applicable vesting date
{with customary exceptions for death, disability, and leaving for *good reason” o termination without "cause™).

The CHIT Vested Optivns are scheduled tn become exercisable bt September 2014 provided the Mamed Executive Officer has remained continuously
employed by EFH Corp, through shut date (with customary e<ceptions for doath, disability, and leaving for "good reason® or termitation without
“eause”).

246

0001388



Table of Conients

(3} The Performance Vested Options vest in 20% incremenis on each of the first five anniversaries of December 31, 2007, subject to our achievement of
the annual management EBITDA target for the given fiscal year (or certain cumulative performance targets) as detailed in the stock option agreements.
In deciding whether to vest the Performance Vested Options, the O&C Commitiee considers EFH Corp.’s quantitative performance against certain
management EBITDA targets. The method of caleulating management EBITDA: for purposes of vesting the Performance Vested Options is the same as
the method for calculating management EBITDA for purposes of the EAIP, as described above. The O&C Commitiee also has broad discretion to
consider other qualitative and quantitative criteria that it deems appropriate in connection with its decision {0 vest the Performance Vested Options.

{6y  This column reflects restricted stock units described shove under "Long-Term Incentive Awards-Equity Investment.” Pursuant to his employment
arrangement, Mr, Keglevic is entitied o receive 225,000 shares of EFH Corp.'s common stock if he is employed by EFH Corp. on September 30, 2012,
or if his employment terminates for any reason prior (o September 30, 2612, other than for "cause” or without "good reason.” If Mr. Keglevic receives
the 225,000 shares, he has the right to sell the shares to EFH Corp. for 33,140,000, at any time during the period beginning on September 30, 2012 and
ending on the sixticth business day following his termination of employment (or, in the event Mr. Keglevic receives the shares upon his termination of
employment, at any time during the period cnding on the sixtieth business day following his terminstion of employment). i

{7} There is no established public market for our common stock. Our board of directors values our common stock on a semi-annual basis (on June 30th and
December 31st of each year). The valuation is primarily done 1o set the exercise or base price of awards granted under the 2007 Stock Incentive Plan. In
determining the valuation of our common stock, our Board, with the assistance of third party valuation experts, utilizes severad valuation techaiques,
including discounted cash flow and comparable company analysis. The amount reported above under the heading "Market Value of Shares or Units of
Stock That Have Not Vested" reflects the fair market value (a5 determined by our Board) of our common stock as of December 31, 2010,

Options Exercised and Stock Vested - 2010

The table sets forth informavon regarding the vesting of equity awards held by the Named Executive Officers during 2010

Option Awards Stock Awards
Number of Shires '
Aequived or ‘ Value Reclized on Number of Sharey Value Realized
Name Exercised Exercise($) Acguived onVesting =~ =~ - onVesting(®)
Joha F. Young (1) ] 4] 600,000 1,950,000
Paul M. Keglevie 8 b 0 ]
David A, Campbell M 0 0 0 0
James A. Burke 0 0 0 ]
M A, McFarland (1) ¢2) 1] \] 100,000 200,600

{1)  As described in greater detail above, our board of directors values ovr common Stock on a semi-annual basis {on June30th and December 31st of each
year). The vatuation is conducted, in part, to set the price of shares granted under the 2007 Stock Incentive Plan. At the time that Mr. Young's shares

vested, cur board of directors valued our common stock at $3.25 per share. At the time that Mr, McFarland's shares vested, our board of directors
valued our common stock at $2.00 per share.

(2} Mr. McFarland's deferred shares were distributed to him in October 2010, but they remain subject to a substantial risk of forferture.
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The table set forth below itlustrates present value on December 31, 2010 of each Mamed Executive Officer’s Retirement Plan benefit and benefils
payable under the Supplemental Retirernent Plan, based on their years of service and remuneration through December 31, 20{0:

Number of Years

Credited Service PV of Accumuluted
Nams Plan Name (Q}m Berefit (S)
lohn F. Young - 36,074
Retirement Plan
Supplemental Retirement Plan e 0
Paul M. Keglevice - 47,594
Retirevent Plan
Supplemental Retirement Plan e 0
David A, Campbell 5.5833 135,418
Retirement Plan
Supplemental Retivement Plan 8.5000 85,817
James A. Burke 51667 123,253
Retirement Plan
Suppiemental Retirement Plan 51687 82,233
M.& McFarland — 0
Retirement Plan
Supplemental Retirement Plan e 0

(1) Because they wers hired after October 1, 2007, Messrs. Young, Keglevie and McFarland are not eligible to receive monthly contribution credits under
the cash balanez component of our Retirement Plan, However, as described further in the narrative that follows, Messts. Young and Keglevic

participate m the cash balance component of the Retirernent Plan solely with respect to amounts that were transferred from the Salary Deferral Program
in 2009

EFH Corp. and s partisipating subsidiaries maintain the Retrement Plan, which is intended to be qualified under applicable provisions of the Code
and covered by ERISA. The Retiremont Plan contains both a traditional defined benefit component and a cash balance component, Only employees hired
before January 1, 2002 may participate in the traditional defined benefit component. Bocause none of our Named Executive Officers were hired hefore
January 1, 2002, no Named Executive Gfficer participates i the traditional defined benefit component. Employees hired after January 1, 2002 aud before
Getober |, 2007 are eligible to participste in the cash balance component and receive monthly contribution credits based on age and years of accredired
service. In addition, effective Ducember 31, 2009, certain assets and liabilities under the Salary Deferral Program and the Supplemental Retirement Plan were
transfarred to the cash balance component of the Retirermant Plun. Because they were hired in 2004, Messrs. Campbell and Burke have participated and may
eontinue (o participate in the cash balance component of the Rerirement Plan, and because they were hired aftér Cutober 2007, Messts, Young and Keglevic
participate in the cash balance component of the Retirement Plan solely with respect to amounts that were transferred from the Salary Defersal Program,

Urder the cash balance component of the Retirement Plan, hypothetical accounts are established for participants and credited with monthly contribution
credits equal 1o a percentage of the participant's compensation (3.5%, 4.5%, 5.5% or 6.5% depending on the participant’s combined age and years of
accredited service), contribution credits equal to the amounis transferred from the Salary Deforeal Program and/or the Supplementul Retirement Plan m 2009
and interest credis on all of such amounts based on the average yield of the 30-year Treasury bond for the 12 months ending November 30 of the prior year.

The Supplemental Retirement Plan provides for the payment of retirement benefits, which would otherwise be limited by the Code or the definition of
earnings under the Retirement Plan, Under the Supplemental Retirement Plan, retirement benefils under the cash balance component are caloulated in
accordance with the same formula used under the Retirement Plan. Participation in EFH Corp.'s Supplementad Retirement Plan has been limited 1o employees
of all of its businesses other then Oncor, who were employed by EFH Corp. (or its participating subsidiaries) on or before October 1, 2007, Because they were
hired in 2004, Messes. Campbell and Burke participate m the Supplemental Retirement Plan, and because they were hired after Ostober 2007, Massrs. Young,
Keglevic and McFariand are not ehigible to participate in the Supplemenial Retirerent Plan,
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Bonefits accrued under the Supplemental Retirement Plan after December 31, 2004, are subject to Section 409A of the Code. Accordingly, certam
provisions of the Supplemental Retirement Plan have been modified in order to comply with the requirements of Section 409A and related guidance,

The present value of the accumulated benefit for the Retirement Plan (the cash balance component) was calculated as the value of their cash balance
account projected to age 85 at an assumed growth rate 0f 4.75% and then discounted back to December 31, 2010 at 5.5%. No mortality or tumover
assumptions were applied. . '

Nongualified Deferred Compensation  2010(1)

The following table sets forth information regarding plans that provide for the deferral of the Named Executive Gfficers' compensation on a basis that is
not tax-qualified for the {iscal year ended December 31, 2010

Registrunt Aggregate Agaregsie

Executive Contributions Coatributions in Aggregate Earnings Withdrawaly/ Batance at
Name _in LastFY.(5) Last FY (5) in_Last FY (5) Distribudions (5) Last FYE (5
John F, Young 0 0 27,686 309,402
Paut M. Keglevic 0 0 {48) 87,656
David A. Campbell () [1] 0 42,965 863,856
James A. Burke (3) 0 g 44,135 839,898
M.A. McFartand G 0 8 0 .

(1} The amounts reported in the Nonqualified Deferred Compensation table include deferrals and the company match under the Satary Deferral Program,
Under EFH Corp.'s Salary Deferral Program each employee of EFH Corp. and its participating subsidiaries who i in a designated job fevel and whose
annual salary is equal 1o or greater than an amount established under the Salary Deferral Program (8119,840 for the program year beginning January 1,
2010 muy elect to defer up to 50% of annual base salary, andfor up to 85% of the annual incentive award, for a maturity period of seven years, for a
marurity period ending with the retisement of such employee, or for a combination thereof. EFH Corp. provided no matching contributions for 2010.
Deferrals are credited with earnings or losses based on the performance of investment alternatives under the Salary Déferral Program selected by each
participant. At the end of the applicable maturity period. the trustee for the Salary Deferrat Program distributes the deferred compensation, any vested
matching awards and the applicable earnings in cash as a lump sum or in annual installments at the participant's electhion made at the time of deferral,
EFH Corp. is financing the retirement option portion of the Salary Deferral Program through the purchase of corporate-owned life wsurance on the
tives of participants. The proceeds from such insurance are expected to allow EFH Corp. to fully recover the cost of the retirement option Beginning in
2010, certain executive officers, including the Named Executive OfYicers, are not eligible to participate in the Safary Deferral Program.

(2} A portion of the amounts reported as "Aggregate Balance at Last FYE" are also included in the Summary Compensation Table as follows: for
Mr. Young, 380,000 and $66,667 of executive contributions are included as "Satary” for 2009 and 2008, respectively, and 580,000 and $66,667 of
company matching contributions are included as "All Other Compensation” for 2009 and 2008, respectively; for Mr. Keglevic, $48,000 and $20,000 of
executive contributions arc included as “Salary” for, 2009 and 2008, respectively, and $48,000 and $20,000 of company matching contribubions are
included as "All Other Compensation” for 2009 and 2008, respectively; for Mr. Burke, $48.000 and 327,417 of executive contnbutions arc included as
"Sajary” for 2009 and 2008, respectively, and 548,000 and $27,417 of company matching contributions are included as “All Other Compensation” for
2009 and 2008, respectively. : :

{3) The amounts reported as "Aggregate Balance at Last FYE" for Messrs. tampbcil and Burke include the fair market value of deferred shares {500,000
with respect to Mr Campbell and 450,000 with respect to Mr. Burke) that each of them is entitled to receive on the earhier to occur of their termination
of employment or a change in the effective control of EFH Corp.
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Potennal Payments upon Terminaiion or Change in Control

The tables and narrative below provide information for payments to each of the Named Executive Officers (or, as applicable, enhancements to
paymenis or benefits) w the event of his termination. including if such termination 1s voluntary, for cause, as & result of death, as a result of disability, without
cause or for good reason or without cause or for good reason in connsction with a change m control.

The information in the tables below is presented in accordance with SEC rules, assuming termination of employment as of December 31, 2010,

Employment Arrangements with Contingent Payments

As of December 31, 2010, each of Messrs. Young, Keglevic, Campbell, Burke and McFariand had employment agreements with change i conwrol and
severance provisions as deszribed in the following tables. [n adiition, in 2010, the O&C Committee approved certain changes © the compensation
arrangements for Messrs. Young and Keglevic, whick changes were effective on or before December 31, 2010 but niot yet docurnented in such Nomed

Executive Officers’ employment agreements, Certain of these changes affected the potential payrments of Messrs. Young and Keglevic and are reflected in the
following tables.

With respect 1o each Named Executive Officer's employment agreement, & change in control is generaily defined s (i) a transaction that results in a sale
of substantiaily all of our assets to another person and such person having morc seals on our Board than the Sponser Group, {it) a transaction that results in a
person not in the Sponsor Group owning more than 50% of our common stock snd such person having more seats on our Board than the Sponsoer Group or

{i#}) a transaction that results in the Sponsor Group owning less than 20% of vur common stock and the Sponsor Graup not being able to appoint a majority of
the dirgctors to our Board,

Each Named Executive Officer’s employment sgreement includes customary non-compete and non-solicitation provisions that generally restrict the
Named Excentive Officer's ability to compete with us or solicit our customers or employees for his own personal benefit during the term of the employment

sgreement and 24 months (with respect to Mr. Young) or 18 months (with respect to Messrs, Keglevie, Campbell, Burke and McFarfand) after the
erployment agreement expires or is {erminated. '

Each of sur Named Executive Officers has been granted a long-term cash incentive award (the "LT1") that entitles such Named Executive Officer to
recgive on September 30, 2012, to the extent such Named Executive Officer remains employed by EFH Corp. on such date {with customary exceptions for
death, disability, and leaving for "goud reason” or termination without "cause”), an additional one-time, lump-sum cash payment equsal to 73%% (100% with
respect {0 Mr. Young) of the aggregate EAIP award received by such executive officer for fiscal years 2009, 2010 and 2011,

As of December 31, 2010, each of Messrs Young, Keglevic, Campbell, Burke and McFeriand had stock option agreements. Under the stock option
agreement for each Named Execative Officer, in the event of such Named Exceutive Officer’s termination without cause o resignation for good reason {or in
certain circumstances when the Named Executive Officer's employment termn is not extended) following 2 change in control of EFH Corp., such Named
Executive Officer's Time Vested Options would become immediately exercisable as to [00% of the shares of EFH Corp. common stock subiject to such
opticns immediately prior to the change in control. As of December 31, 2010, the fair market value of the shares of EFH Corp. common stock underlying each
Named Executive Officer's Time Vested Optivns (as determined from time to time by our Board) was less than the exercise price of such options,
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{. Mr. Young

Potential Payments to Mr. Young upon Termination as of December 31, 2010 (per employment agreement, restricted stock agreement and stock

option agreement, each in effect as of December 31, 2016, and revisions to such employment agreement that were adopted by the O&C Committes
and cfTective as of Decermber 31, 2000)

. Withont Without Cause Or
Cause Or For Gand Resson in
for Good Conuection Witk

Benefis Yoluntary For Cause Denth Disability Reasen Change in Control

Cash Severance 1 NIA N/A g 6,889,000 3 9,869,000

EAIP N/A N/A O § 1,200,000 § 1.200.000 )

Annuity NiA N/A § 3000000 $§ 3000000 $§ 30060000 § 3,800,000

LTI Cash Retention Award N/A NA § 2669000 § 2669000

Deferred Compensation

~ Salary Deferral Program N/A NA 8 175,346 % 175,346 $ 175,346

Health & Welfare

~ Medical/COBRA N/A N/A $ 33323 % 33.323
- Dental/COBRA N/A NA 3 2090 § 2,990
Totals N/A NA § 7044346 § 7044346 5§ 9905313 3 13,086,659

Mr. Young has entered into an employment agreement that provides for certain payments and benefits upon the expiration or ermunation of the
agreement under the following circumstances:

1. Inthe eventof Mr. Young's denth or disability:'

a

b.
'S
4

a prorated annual incentive bonus for the year of termination;

value of supplemental retirement plan (the "Annuity”} for Mr. Young that vests on December 31, 2014
the pro-rata retention award eamned prior to termination date, and

{
_payment of employee benefits, including stock compensation, if any, to which Mr. Young may be entitled.

2 Inthe event of Mr, Young's termination without cause or resignation for good reason:

&

b.
€.
d.
e

a lump sum payment equal to two and one-half times the sum of (i) his annualized base salary and (i) a prorated annual incentive bonus
for the year of termination;

value of supplemental retirement plan {the "Anniiity") for Mr. Young that vests on December 31, 2014

the pro-rata retention award earned prior to termination date:

payment of employee benefits, including stock compensation. if any, to which Mr. Young may be entitled, and
certain continuing health care snd company benefits,

3, In the event of Mr. Young's termination without cause or resignation for geod reason within 24 months following a change in control of EFH Corp :
! B 8 8

a
b.

e
4.

14

a lump sum payment equal to two and one-half times the sum of (i) his anouahized base salary and (ii) his annual bonus target;
value of supplemental retirement plan (the " Annuity”) for Mr. Young that vests on December 31, 2014

the pro-rata retention award earned prior to termination date;

a prorated annual incentive bonus for the yeor of termination;

payment of employee benefits, including stock compensation, if any, 1o which Mr. Young may be entitled;

centain continuing health care and company benefits, and

a tax gross-up paymen to offser any excise tax which may result from the change in control payments,
\
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2, My, Keglevie

Potential Payments 10 Mr. Keglevic upon Termination as of December 31, 2010 (per employment agreement, deferved share agreement and stock

aption agreement, exch in effect as of December 31, 2016, and revisions to such employment agreement that were adopted by the 0&C Commitice
and effective as of December 31, 2018)

Without Cause

Or For Good
Without Reason in
Cause Or Conpestion

For Good  With Change in

Beneiit Val Yy ForCause Denth =~ Disability Reason Control
Cash Severance N'A N/A $2,765,025 % 3,317,825
EAIP NfA N/A § 552,500 § 352,500
Payment of EFH Corp, Common Stock in respect of Restricted Stock
Uniis (13 N/A NIA §3,140,000  €3,140000 $3,140,000 $ 3,140,000
Aceeleration of Stock Option Awatds NIA N/A
LT Cash Retention Award NA N/A B 912,528 % 91231
Dieferred Compensation
-« Salary Defesral Program NIA NA 8 68071 § 68071 3 68,071
Health & Welfare
-« Dental/COBRA N/A N/A S L3%0 3% 1,590
Totals N/A N/A  $4,673,096 $4,673.090 55906615 $ 6527186

(1} Pursuant to his amended employment arrangement, Mr, Keglevic is entitled to reveive 223,000 shares of EFH Corp.s common stook if he is employed
by EFH Corp. on Sepiember 30, 2012, or if his employment terminates for any reason prior to September 30, 2012, other than for "cause” or without
“good reason.” [f Mr. Keglevic receives the 225,000 shares, he has the right to sell the shares to EFH Corp. for $3,140,000. at any time during the
period beginning on September 30, 2012 and ending on the sixtieth business day following his wrmination of eraployment {or, in the event
Mr. Keglevic receives the shares upon his termination of employment, st any e during the period ending on the sixtieth business day foliowing his
termination of employment).

Mr. keglevic entered into an employment agreement that provides for centain payments and benefits upon the expiration or tormination of the
agreement under the following circumstances:

i In the gvent of Mr, Keglevie's death or disability:

3. a prorated annual incentive bonus for the year of termination:
b. the pro-rata retention award earned prior to termination, and
<. payment of employee benefits, including stock compensation, if any, to which Mr. Keglevic may be entitied.

2. In the event of Mr, Keglevic's termination without cause or resignation for good reason:
4

a, a lump sum payment equal to (i) two times his annualized base salary, (if) a prorated annual incentive bonus for the year of termination;
b, the pro-rata retention award earned prior to tormination;

<. payment of employee benefits, including stock compensation, if any, to which Mr. Keglevic may be entitied, and

d. certain continaning health care and company beaefits.

3. In the event of Mr. Keglevic's termination without cause or regignation for good renson within 24 months following 2 change in control of EFH
Corp.:

% a lump sum payment equal to two times the sum of {i} his annualized base salary and (i1} his annual bonus tasget;
h the pro-rata retention award earned prior fo termination;

<. payment of employee henefits, including stock compensation, if any, to wiich Mr. Keglevic may be entitied,

d. certain continuing health care and company benefits, and

&

2 1ax gross-up payment to offset any excise tax which may result from the change in control payments,
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3. Mr. Campbell )

Potential Payments fo Mr, Campbell upon Termination as of December 31, 2010 (per employment agresment, deferred share sgreement and stock
option agreement, sach in effect as of December 31, 2016) ’

Without Caute

Or ¥or Gaod

Without Reason in
Couse Or Connection
) For Good With Change
Henrfit ) Voluniary For Cause Death Diaability Renson in Controt
Cash Severance $ 2923200 % 3,518,200
EALP 3 395,000 3 595,000
Distribution of Deferred Shares (1) § 625000 $ 625000 % 623000 § 625,000 -3 625000 % 625,000
Acceleration of Stock Option Awards .
LTI Cash Retention Award $ 928200 3 928,200
Retirement Benefits ’
- Supplemental Retirement Plan £ 9509 § 99096 § 99,096 $ 59,086 % 99096 3 99,096
Deferred Compensation
- Salary Deferral Program (2)
Health & Welfare
- Medical/COBRA $ 25873 % 25,873
- Dental/COBRA ‘ $' 2392 % 2,392
Totals $ 72569 § 725096 8 . 2.472% 0§ ~47,296 3 3675561 § 4,270,561

(13 The amount reported under the heading "Distribution of Deferred Shares” represerits the fair market value of 500,000 shares of EFH Corp. common
stock that My, Campbelt 15 enntied to receive, pursuant to the terms of his deferred share agreement, on the earlier to occur of s termination of
employment for any reason or a change in the effective control of EFH Corp.

(2)  Mr. Campbell is {ully vested in the company matching portion of the Salary Deferval Plan,

Mr, Campbell entered into an employment agreement that provides for certain payments and benefits upon the expiration or termination of the
agreement under the following circumstances:

{.  Inthe event of Mr, Campbell's death or disability:

a a prorated annual incentive bonus for the year of termination,
b the pro-rata retention award edmed prior fo the date of termination, and
<. payment of employee benefits, including stock compensation, if any. to which Mr. Campbell may be entitled.

2. In the event of Mr. Campbell's termunation without cause or resignation for good reason’

. a lump sum payment equal to {i) two times his annualized base salary, (i) a prorated annual incentive bonus for the vear oi’ termmailon
and (ifi) the pro—ram retention award garned prior to the date of termination;
b. payment of employee benefits, including stock compensation, if any, to which Mr. Campbell may be entitled, and
.
C. certain continuing health care and company benefits.
3. In the event of Mr. Campbell's tormination without cause or resignation for good reason within 24 months following a change in control of EFH
Corp.: »
a & lump sum payment equal to two times the sum of (i} his annuatized base salary and (i) s annual bonus target;
b the pro-rata retention award;
<. payment of employee benefits, including stock compensation, if any, to which Mr. Campbell may be entitled:
d certain continuing health care and company benefits, and
€. a tax gross-up payment 10 offset any excise tax which may result from the change in control payments.
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4. My, Burke

Potentinl Payments to Me, Burke upon Termination as of December 31, 2010 {per employment agreement and stock option agreement, cach in effect
as of December 31, 2010)

Without Cause

3r For Good
Withaut
Reazon in
Canse Or
Counection

For Goed With Change

Benelit Yoluntary  For Cause Death Disability Renson in Control
Cash Severance $2,839,725 § 3,375.225
EAIP § 335500 % 535,500
Acceleration of Stock Option Awards Vesting of Options Distribution of
Deferred Shares (1) $562,500 362,500 § 562,500 $ 362,300 % 362,500 % 552,500

LTI Cash Retention Award $1.044,225 £1.044,225
Retirement Benefils

- Supplemental Retirement Plan $ 93464 § 934684 5 93464 % 93464 $ 93464 % 93464
Deferred Compensaticn

« Salary Deferral Program 1077 8 714077 5 74,077
Health & Weifare

- Medical/COBRA 7 § 25873 3 25,873

- Dental/COBRA 3 2392 § 2.3
Totals 5655,964 3655964 S$2,300.768 $2,309.766 33,523,954 § 4,133,331

(1} The amecumt reported under the heading "Distribution of Deferred Shares” represents the fair market value of 430,000 shares of BFH Corp. common
stock that Mr. Burke is entitled to receive, pursuant to the terms of hus deferred share agreement, on the earlier 1o ootz of his termination of
cmployment for any reason or a change m the effective coatrol of EFH Corp.

Me. Burke entered into sn employment agreement that provides for conain payments and benefits upon the expiration or termination of the ngreement
under the following circumstances:

1. Inthe event of Mr. Burke's death or disability:

a. a prorated annual incentive bonus for the year of termination;
b, the pro-rata retention award earned prior © ermination, and
c. payment of employee henefits, including stock compensation, if any, to which Mr. Burke may be entitled.

2. in the event of Mr, Burke's terminution without cause or resignation for good reason:

a, a lump sum payment equal to (1) two temes his annualized base salary. (i1) a prorated annual incentive bonus for the vear of termination;
b, the pro-rata retention award carned prior to termination;

3 payment of cmployee benefits, including stock compensation, if any, to which Mr. Burke may be entitled, and

d. certain continuing health care and company benefits.

3. In the event of Mr. Burke's termination without cause ot resignation for good reason within 24 munths following a change in control of EFH Corp.:

a a hump sum payment egual to two times the sum of (i) his annualized bave salary and (i) his annuat bonus targes;
b the pro-rata retention award earned prior to termination;
<, paymunt of employee benefits, inclading stock compensation, if any, 1o which Mr. Burke may he entitled;
d. certam continuing health core and company benefits and
e. a X gross-up payment to offset any exeise tax which may result from the change in control payments
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5. Mr, McFarland

Potential Payments to Mr. McFarland upon Termination as of December 31, 2010 (per employment agreement and stock option agreement, each in

effect as of December 31, 2010}

s Without Cause . .
Or For Gooed
Without
Renson In
Cause Or
Conasction
For Geod
With Change
Benefit Veluntary For Cause Death Disabitity Reuson in Conirol
Cash Severance N/A N/A $ 2608313 % 3,118.313
EAIP N/A NA 8 510,000 % 510,000
Acceleration of Stock Option Awards N/A N/A
LTI Cash Retention Award N/A NA 8 898313 $ 898,313
Lump Sum Payment N/A N/A
Deferred Compensation
- Salary Deferral Program N/A N/A
Health & Welfare . .
- Medical/COBRA N/A N/a 3 25873 3 25,873
~ Dental/COBRA N/A N/A b) 2392 % 2,392
Totals N/A N/A 3 1408313 § 1408313 8§ 2636578 S 3,146,578

Me. McFarfand entered into an employment agreement that provides for certain payments and benefits upon the expiration or termination of the

agreement under the following circumstances:

i In the event of Mr. McFarland’s death or disability;

v

a. a prorated annual incentive bonus for the year of termination,
1
b, the pro-rata retention award carned prior 1o termination, and
<. payment of employee benefits, including stock compensation, 1f any. to which Mr. McFarland may be entitled.,

2. In the event of Mr. McFarland's termination without cause or resignation for good reason’

a. a lump surn payment equal to (i} two times his annualized base salary, (iD) a prorated anm};ﬂ incentive bonus for the year of termination; _
by the pro-rata retention award earned prior (o termination; . *

<. payment of employee benefits, including stock compensation, if any, to whick Mr. McFarland may be entitled, ang

d. certain continuing health care and company benefits,

Cormp.:
a alump sum payment equal to two times the sum of (i) his annualized base salary and (i) his annual bonus target,
b. the pro-rata retention award earned prior to termination;
<. payment of employee benefits, including stock compensation, if any, to which Mr, McFarland may be entitled;
d certain continuing health care and company benefits, and
€. a fax gross-up payment to offset any excise tax which may result from the change in control payments
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Excisy Tax Gross-Ups

Pursuank to their employment agreements, f any of our Named Executive Officers would be subject to the imposition of the excise tax imposed by
Section 4999 of the Code, related to the exccutive’s employment, but the imposition of such tax could be avoided by approval of our shareholders as deseribed
in Section 280GIEX S B) of the Code, then such executive may cause EFH Corp. to seck such approval, in which case EFH Corp. will use its reasonable best
efforts 1o cause such approval to be obtained and such executive will cooperate and execute such wavers as may be necessary so that such approval avoids
imposition v any exeise tax under Section 4999, 1f such executive falls to cause EFH Corp. to seek such approval or fails 1o cooperate and exgcute the
waivers necessary in the approval process, such executive shali nut be entitled (o any gross-up payment for any resulting tax under Section 4999,

Compensation Commitiee Interlocks and insider Participation
There are no relationships among our exccutive officers. members of the O&C Committee or entities whose executives served on the O&C Committee

that required disclosure under applicable 8EC rules and regulations. For a description of related person transactions involving members of the 0&C
Commitice, see Hem 13, entitled "Related Person Transsctions.”
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Director Compensation

The 1able below sets forth information regarding the aggregate compensation paid to the members of the Board during the year ended December 31,
2010. Directors who are officers of EFH Corp. or members of the Sponsor Group {or thew respective affitiates) do not receive any foes {or service asa
director. EFH Corp. reimburses directors for cortain reasonable expenses incurred in connection with thew services as directors .

Fees Egrned or Al Other
Compensation

Paid in Cash Stack Awards
Name is) ™ (23] Totat ($)
Arcilia C. Acosta (1) 150,000 100,000 — 250,000
David Bonderman - —_
Donald L. Evans (2} 2,000,000 2,000,000
I'omas D, Ferguson -
Frederick M. Goltz . e
James R, Huffines (1} 150,000 160,000
Scott Lebovitz
leffrey Liaw
Mare S, Lipschuitz
Michael MacDougall — -
Lyndon L. Olson, Jr. (1) 150,000 100,000
Kenneth Pontarctii . . -
William K. Reilly (1) 150,000 160,600
Jonathan D, Smidt N _—
John F. Young ’ ¢

Kaeeland Youngblood (1) 150,000 100,000

250,000

— 250,000

— 250.000

— 250,000
(1)’ Ms. Acosta and Messrs, Hulfines, Olson, Reilly and Youngblood receive $1350,000 annually and an annual equity award (paid in shares of EFH Corp.
common stock) valued at $100,000 (the grant date fair value) for their service as a director.

{2y in February 2010, EFH Corp. entered into a new consulting agreement with Mr, Evans cffective retroactively to October 10, 2009, pursuant to which
Mr. Evans receives an annual fes of $2,000,000. The tenm'of the new consulting agréement expires in October 2012

251 . }
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