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ONCOR ELECTRIC DELIVERY HOLDINGS COMPANY LLC
NOTES TO CONBOLIDATED FINANCIAL STATEMENTS

I.  BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Description of Business

We are a Dallas, Tevas-based holding company whose financial statements reflect simost entirely the operations of our direct, majority (approximately
80%) owned subsidiary, Oncor. Oncor s a regulated electricity transmission and distribution company principally engaged in providing delivery services to
REPs, including subsitiaries of TCEH, that sell puwer in thé north-central, eastern and western parts of Texas. Distribution revenuss from TCEH represented
36% and 38% of total revenues for the years ended December 31, 2010 and 2009, respectively. We are a direct, wholly-owned subsidiary of EFIH, a direct,
whally-owned subsidiary of EFH Corp. With the closing of the Merger on October 10, 2007, EFH Comp. became a subsidiary of Texas Holdings. which is
controlied by the Sponsor Group, and we and EFEH were formed. See "Glossary” for definition’of terms and abbreviations, including the Merger.

References in this repert to "we,” "bur,” "us." and "the company” are to Oncor Holdings and/or its direct 'or indirect subsidiaries as apparent in the
context. The financial statements refloet almost entirely the operations of Oneor; consequently, there are no separate reportable business segments,

Our consolidated financial statements include the indirect, baékmptéy-remotc ﬁnancing subsidiary, Bondeo This financing subsidiary was organiced
for the limited purpose of issuing specified securitization (transition) bonds in 2003 and 2004. Bondco issued $1.3 billion principal amount of transition bonds
1o recover generation-related regulatory asset stranded costs and other qualified costs under an order issued by the PUCT in 2002,

Various “ring-tencing” measures have been taken to enhance our credit quality. These measures serve to mitigate our and Oncor's credit exposure to the
Texas Holdings Group and to reduce the risk that our assets and habilities or those of Oncor would be substantively consolidated with the assets and liabifities
of the Texas Holdings Group in the event of a bankruptey of one or more of those entities. Such measures include. among other things: Oncor's sale of a
19.73% equity interest to Texas Transmission in Novernber 2008; maintenance of separate hooks and records for the Oncor Ring-Fenced Entities; our board
of directors and Oncor’s board of directors being comprised of a majority of independent directirs, and prohibitions on the Cncor Ring-Fenced Entities
providing credit support to, or receiving credit support from, any member of the Texas Holdings Group. The assets and labilities of the Oncor Ring-Fenced
Entities are separate and distmct from those of the Texas Holdings Group, including TXU Energy and Luminsnt, and none of the assets of the Oncor Ring~
Fenced Entities are available to satisfy the debt or other obligations of any member of the Texas Holdings Group, We and Oncor do not bear any liability for
debt or contractual obligations of the Texas Holdings Group, and vice versa. Accordingly, our operations are conducted, and our cash flows are managed,
independently from the Texas Holdings Group.

See Note 10 for discussion of noncontrolling interests sold by Oncor in November 2008.

Basis of Presentation

Qur consolidated financial statements have been prepared in accordance with US GAAP and on the same basis as our 2009 Audited Financial
Statements. All intercompany items and transactions have been eliminated in consolidation. All dollar amounts in the financial statements and tables in the

notes are stated in millions of US dolinrs unless otherwise indicated. Subsequent evemts have been evaluated through the date these consolidated financial
statements were issued. ;
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& Diterast Entities

Aty with which we have a relationship or arrangement that indicates some level of contral over the entty or results i 2Conomic risks to
us. ended accounting standards nn January 1, 2010 that require consolidation of a VIE if we haver a) the power to direct the significant
activiiie. W1 and b) the right or obligation to absorb profit and loss from the VIE (primary beneficiary). The previous standards did not require power
to direct 1. cani activities of the VIE in order to consolidate. No additionatl VIEs were consolidated as a result of the adoption of these accounting
siondards.

income Taxes

EFH Corp. files a consolidated federal income tax returp. Effective with the November 2008 sale of equity mterssts in Oncor (see Note 10}, Oncor
besame a parmership for US federal income tax purposes, and subsequently EFH Corp's share of partnership meome &5 inchuled in its consolidated federat
income tax return, Qur tax sharing agreement with Oncor and EFH Corp, was amended in Novemher 2008 10 include Texas Transmission and Investment
LLC. The tax sharing agreement provides {or the ealeulation of tax higbibty substantially as if we and Oncor file our own Income tax returns, and requires tax
payments to members determined on that basis (without duplication for any income taxes paid by our subsidiaries). Deferred {income taxes are provided for
temporary differences benween our book and tax bases uf assels and Habilities,

Amounts of deferred income 1ax assets and labilities, as well as current and noncurrent sceruals, are determined in actordance with the provisions of
scepunting guidance for income taxes and for uncertainty in income taxes. The accounting guidance for rate~-regulated onterprises requires the recognition of
regulatory assets or Habihities if 1t is probable such deferred tax amounts will be recuvered from, or retumed to, customers in future mies Investment tax
credits are amortized to income over the estimated hives of the related properties,

We classify interest and penalties cxpense related to uncertain tax positions as current provision {orfin lieu of income toxes us discussed in Note 4.

Use of Estimutes

Preparation of vur financial statements requires management 10 make estimotes and assumptions about future events that affect the reporting of assets
and Habilites at the balance shee dates and the reported amounts of revenue and expense, including faw value measurements. In the event estimates andfor
assumptions prove to be different from octual amounts, adjustments are made in subsequent periods to reflect more cwrrent information. No matenal
adjustments, other than those disclosed elsewhere herein, were made to previous gstunates or assumptions during the current year.

Derivative tustruments and blark-to-Market Accounsing

Ongeor has (rom time-to-time entered into derivative instruments, specifically inferest rate swaps, to hedgz interest rate risk. {f the instrument meets the
definition of a derivative under accounting standards relsted to derivative tastruments and hedging activities, the fair value of each derivative is required to be

recognized on ihe balance sheet as a derivative asset or liability and changes in the fair value recognized in net income, unless criteria for certam exceptions
are met This recognition is referred to as "mark-to-market” accounting.
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Because derivative instruments are frequently used as economic hedges. accounting standards related to derivative instruments and hedging activities
allow for "hedge accounting,” which provides for the designation of such instruments as cash flow or fair value hedges if certain Conditions are met, A cash
flow hedge mitigates the risk dssociated with the variability of the future cash flows related to an asset or liabdity (e.g., debt with variable interest rate
payrents), while a faw value hedge mitigates risk associated with {ixed future cash flows {e.g., debt with fixed intorest rate payments). fn accounting for cash
flow hedges, derivative assets and liabilities are recorded on the balance shect at fair valuc with an offSct to other comprehensive income to the extent the
hedges are effective. Amounts remain in accumulated other comprehensive income, unless the underlying transactions become probable of not occurring, and
are reclassificd mio net income as the reluted transuctions (hedged items) settle and affect net income. Fair value hedges are recorded as derivative assets or
fiabilities with an offset to net income, and the carrying value of the related asset or lability (hedged item) is adjusted for changes in far value with an offset
10 net meome. if the fair value hedge is settled prior to the matunty of the hedged item, the cumulative fair value gain or 1oss associated with the hedye is
amortized into income over the remaining ife of the hedged item. To qualify for hedge accounting, 2 hedge must be considered highly effective in offsetting
changes in fair valow of the hedged item, Assessment of the hedge's effectiveness is tested at least quarterly throughout #ts term to continuw to qualify for
hedge accounting Hedge ineffectiveness, even if' the hedge continues 1o be assessed as effective, is immediately recognized in net income {neffectiveness is
generaily measured a3 the cumulative excess. if any, of the change in value of the hadging instrument over the change in value of the hedged item.

Reventie Recognition

Revenue from delivery seevices are recorded under the accrual method of accounting. Revenuds are recognized when delivery services are provided to
customers on the basis of periodic cycle meter readings and include an estimate for revenues camed from the meter reading date to the end of the period
adiusted for the impact of weather (unbilled revenue).

Impairment 9f Goodwill and Qther Intangible Assets : ’

We evaluate goodwill for impaimment at least anouatly. The impatrment tests performed are based on determinations of enterprise value usmg
discounted cash flow enalyses, comparable company equity valuss and any relevant transactives indicative of enterprise values See Note 16 for details of
goodwill and other intangible assets and Note 2 for discussiun of a goodwill mipairment charge recorded in 2008

System af Acconnts

Qur geeounting records have been maintained in accordance with the FERC Uniform System of Accounts as adopted by the PUCT.

Defined Benefit Pension Plans and Other Postredrenient Employee Benefit (OPEB) Plaris

Oncor participates in an EFH Corp. pension plan that offers benefits based on either a traditional defined benefit formula or a cash balance formula and
an OPEB plan that offers certain health care and life insurance benefits to eligible employees and thew eligible dependents upon the retirement of such
emplovees from Oncur. Oncor also offers ts own supplemenial ratirement plan (Oncor Plan) to qualified employees. Costs of pension and OPERB plans are
dependent upon numerous factors, assumptions and estimaies, See Note 13 for additional information regarding pension and OPEB plans,

Stock-Based Fncentive Compensation

In November 2008, Oficor implemented the SARs Plan for certain management that purchased equity interests m the company mdirectly by investing in
lavestment LLC. SARs have been awarded under.the SARs Plan and arc being accounted for based upon the provisions of guidance for share-based payment.
See Note 14 for information regarding stuck-based compensation, ncluding SARs granted to certain members of Oncor's board of diregiors.

8
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Fuir Value of Nonderivative Financial Instrtiments

The carrying amounis for financial assets classified as current assets and the carrying amounts for financial Habitities classified as curvent Haohilitics
approximate fair value due to the short maturity of such instruments, The fair values of other financial instruments, for which carrying amounts and falr vales
have not been presented, are not materially different than their related carrying amounis, The following discussion of fhir value accounting standards applies
primarily 1o our determination of the fanr value of assels in the pension and OPER plan trusts as presented in Note 13,

Accounting standards related 1o the dutermination of fair value define fawr value as the price that would be received to sell an asset or paid to tansfer a
linbdity in an orderly transaction between muarket participants ot the measurement date, We use 8 "mud-marker® valuation convention (the mid-point price
between bid and ask prices) as a practical expedicnt to measure fair value for the majority of our assets and liabilities subject to Far valuz messurement on a
recurring basis We primarily use the market approach for recurring fair value measurements and use valuation technigues (o maximize the use of chservable
inputs and minimize the use of unobservable mputs.

We categorize our assets and labilities recorded at farr value based upon the following fir value hierarchy:

Level | valuations use quoted prices in active markets for identical assets or labilitios that are nccessible at the measurement date. An active market isa
market in which transactions for the asset or liabddity oceur with sufficient frequency and volume to provide pricing information on an ongoing basis,

Level 2 valuations use inputs, in the abseace of actively quoted market prices that are observable for the asset or labihuy, either ditectly or indirectly.
Level 2 inputs include: {2) quoted prices for sundlar assets or Liabilities m active markets, (b} quoted prices for ideatical or similar assets or labilities in
warkets chat are not acuive, (¢} inpus ather than quoted prices that are observable for the assel or Habdity such as interest rates and yield curves
observable at commonty quoted intervals and (d) inpuls that are derived principally from or corrcborated by observable market data by correlation or
other means, Our Level 2 valuations utilize over-the-counter broker quotes, quoied prices for simular sssets or Habiliies that are comroborated by
currvlations or other mathematical means and other valuation inputs.

Level 3 valuations use unobyervable inputs for the asset or Habulity. Unobservabie inputs are used to the extent observable inputs are not avaifable, thereby
atlowing for situntions in which there is little, 1f any. market activity for the asset or Lisbuity at the measurement date. We use the most meanmgiul
wformation avadable from the market combined with internally developed valuation methodologies to develop our best estimate of fair value.

We atitize several different vauation techniques to measure the fawr value of assets and lHabilities, relying peimarily on the market approach of using
prices and othor market information for identical and/or comparable assets and liabilities for those items that are measured on a recurring basis. These
methods include, among othars, the use of broker quotes and statistical relationships between different price curves,

Franchise Taxes

Franchise taxes are assessed to Oncor by local governmental bodies, based on kWh delivered and are the prmeipal component of "taxes other than
income taxes” as reported in the income statement. Franchise taxes are not 2 "pass through” tem. Rates charged (o customers by Oncor are intended to
recover the franchise tanes, but Oncor is not acting as an agent to collect the taxes from customers.

“ast and Cash Equivalens

For purposes of reporting cash and cash cquivalents, temporary cash investments purchased with 3 remaining maturity of three months or less are
congidered to be cash equivalents. See Note 11 for details regarding restricted cash,

9
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Property, Plant and Equipment

Properties are stated at original cost. The cost of seif-constructed property additions includes mater;als and both direct and indirect {abor and applicable
overhead and an aliowance for funds used during construction.

Depreciation of property, plant and Lqutpmem s calculmed on a straight- -line basis over the estimated service lives of the properties based on
depreciation rates approved by the PUCT. As is common in the industry, depreciation expense is recorded using composite depreciation rates that reflect
biended estimates of the lives of major assel groups as compared 10 depreciation expense caleulated 'on a component asset-by-asset basis. Depreciation rawes
include plant removal costs as a component of depreciation expense, consistent with regulatory treatment. Actual removal costs incurred are charged to

sccumulated depreciation. When accrued removal costs exceed incurred removal costs, the difference 15'reclassified as a regulatory obligation to retire assets
w the fusure. '

Allowance For Funds Used During Construction {(AFUDC)

AFUDC is a regulatory cost accounting procedure whereby both interest charges on borrowed funds and a return on eguity capital used to finance
construction are included in the recorded cost of utility plant and equipment being tonstructed. AFUDC is capitalized on all projects mvolving construction
pertods lasting greater than thirty days. The equity portion of capitalized AFUDC 15 accounted for as other income. There was no equity AFUDC for the
perods presented. See Note 16 for detall of amounts charged 10 intorest expense,

Regulatory Assers and Lighilities

Our financial statements reflect regulatory assets and liabilites under cost-based rate regulation m accordancs with accounting standards related to the
effect of certain types of regulation. Regulatory decisions can have an impact on the recovery of costs, the rate camed on invested capital and the timing and
amount of assets 1o be recovered by rates. See Note 5 for details of regulatory asscts and liabiites.

p
Sale of Noncontroiling fnterests

See Note 10 for discussion of accounting for the sale of noncontrolling interests by Oncor in 2008,

2. GOODWILL IMPAIRMENT
The 2010 annual goodwill impairment testing performed as of December 1, 2010 determined that Oneor's estimated fair value {enterprise value) was
substantially in excess of our carrying valug, resulting in no additional testing being required and no impairment. Key assumptions in the valuation include
discount rates, growth of the rate base and return on equity allowed by the regulatory authority. ;
In the fourth quarter of 2008, we recorded 2 goodwill impairment charge totaling $860 million, which was not deductible for income tax-related
purposes. The impairment primarily arose from the 2008 dislocation in the capital markets that increased interest rate spreads and the resulting discount rates
used in estimating fair values and the effoct of declines m market values of debt and equity securities of tomparable companies.

The impairment determination involved significant assumptions and judgments in estimating enterprise values and the fair valies of assets and
liabilities The calcuiations supporting the impairment determination utifized models that took into consideration multiple inputs, including debt yields, equity
prives of comparable companwks and other inputs. These models were generally used in developing long-term forward discoant rates for determining
enterprise value and fair values of certain individual assets and liabilities. The fair value measurements resulting from such models are classified as Lovel 3
non-recurring fair value measurements consistent with accounting standards refaled to the determination of fair value. ‘

’ 3
HY
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3. STIPULATION APPROVED BY THE PUCY

fn April 2408, the PUCT entered an order, which became final 1 June 2008, approving the terms of a stipulation refaung to u {Hiay in 2007 by Oncor
and Texas Holdings with the PUCT pursuant 1o Section 14.101¢h) of PURA and PUCT Substantive Rule 2575, Among other things, the stipulation required
Oneor to 1il¢ a rate case no later than July 1, 2008 based on a test year ended December 31, 2007, which it fiked in June 2008, The PUCT issued a final order
with respect 10 the rate case 1 August 2009, In July 2008, Nucor Steel filed an appeal of the PUCT's nrder m the 200™ District Court of Travis County. Toxas.
A hearing on the appeat was held 1 June 2010, and the District Court affirmed the PUCT order in .t entirety, Nucor Steel appeated that ruling to the Third
Court of Appeals in Austin, Texos in July 2010. Oual argument before the court is scheduled for March 2011,

{1 addition to commitments Oncor made m its filings in the PUCT review, the stipulation included the following provisions, among others:

* Oncor provided a one-time £72 million refund to its RFEP customers n the September 2008 buling cycle. The refund was i the form of a credit on
distribution tee billings. The liability for the refund was previously recorded as part of purchase accounting,

* Consistent with 1 2006 vities rate settlement, Oneor filed 3 syStem-wide rate case in June 2008 based on a test-year ended December 31, 2007, {n August
2009, the PUCT issued 2 final order on this rate case. Sce Note 3,

* The distributions paid by Oncor will be limuted through December 31, 2012, t5 an amount not fo exceed Oncor's ped meome {dotermined in accordance
with US GAAP, subject 10 certain defined adjustments) for the pariod beginning October 11, 2007 and ending December 31, 2012, and are further imied
by an agreement that Oncor's regulatory capital structure. as dutermined by the PUCT, will be at or below the assumed debt-to-equity ratio established
penodizaly by the PUCT for ratemaking purposes, which is currently set at 0% deht to 40% equity {522 Note 10).

* Oacor sommittzd to misimum cipvial spending of $3.6 bilfion over the five-year period ending Docember 31, 2012, subject to certain defined conditions.
Appronimately 72% of this total was spent as of December 31, 2010 This spending doas not welude the capital pending on Competitive Remswable
Energy Zone (CREZ; fncilities.

* Oncor committed to an additional $100 miflion 1 spending over the five-year period ending December 31, 2012 on demand-side management or other
energy sfficiency mitiatsves, These additional expenditures will not be recoverable in rates. and this amount was recorded as a regulatory liability 85 part of
purchase accounting and consistent with accounting standards refared (o the effect of cerain types of regulation.

* 1f Oncor's credit rating is below mnvesiment grade with two or more rating agencics, TCEH will post g Istter of credit in an amount of 3170 million to
secure TAU Encrgy’s payment obligations to Oncor.

* Oncor agreed not to request recovery of goodwill or any future impairment of the goodwill in s rates.

EX INCOME TAXES

The components of pur income taxes are as follows

Yeur Ended Drcember 31,

Pt 2869 2008
Reported in operating ¢ penses.
Current
418 federal & {6} % 6% 5 37
Suate pal i7 7
Dafzrrad:
U8 federal 183 67 142
Sinte . {3)
Amornzation of luvestment ax credits (5) [¢2] {534
Total 193 145 191
Reparted in other weome and deductions’
Current:
LIS federal 35 i3 8
Srute H H i
Deferred fedecal {35} 14 17
Tigal 37 23 26
Totad wsoms tax oxpense £ 22 £ 173 < 217
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Reconciliation of income taxes computed at the US federal statufory rate to income taxes

. Year Ended December 31,

2019 280g 2008
Income {oss) before income taxes % 167 5 453 b {2u6)
Income taxes at the US federal stotutory mate of 35% 3 108 % 173§ e
Goodwill imprirment 304
Amortization of investment tax credits ~ net of deferred 1ax effect 163, (5) 5
Amortizaton (under regulatory accounting) of statutory tex fale chungfs 3 [63) &3
Texas margin tas, net of faderni tax benefit 13 12 i1
Medicare subsidy () {6} {5}
Nosdeduntible fosses (gains) on benefit plan investiments i £ 4
Other, including auwdit setifements 19 3 7
fncome v1X expense $ 8 173§ 217
Effective rate 38.8% o35 1%

At December 31, 2010 and 2009, net amounts of $1.506 biltion' and $1.339 builion, respectively, were reported in the balance sheets as accumulated
deferred income taxes. These amounts include $1.459 billion and $1.280 biltion, respectively, related to our mvestment in the Oncor partnership,

At December 31, 2010 and 2009, we had $13 mitlion and $10 million of alternative minimum tax {(AMT) credit carrytorwards, respectively, available
1o offset future tax sharing payments. The AMT credit carryforwards have no expiration date.

Accounting For Uncertainty in Income Taxes :

Accounting guidance related to uncertain tax positions requires that all tax positions subject to uncertainty be reviewed and assessed with recogmition
and measurement of the tax benefit based on a *more-ikety-than-not" standard with respect to the ultimate outcome, rogardless of whether this assessment is
fuvorable or unfavorable.

EFH Corp.and its subsidiaries file income 1ax returns in US federal, state and {oresgn junsdictions and are subject to examinations by the IRS and other
taxing authorities. Examinations of EFH Corp, and iis subsidiaries’ income tax returns for the years ending prior to January 1, 2003 arc complete, but the tax
vears 1997 through 2002 remain in nppeals with the IRS, An IRS audit of tax years 2003 1o 2006 is in progress and is expected to be completed m 2011
Texas franchise and margin tax returns are under examination or still open fof exammation for tax years beginning after 2002,

The following table summarizes the changes 1o the uncertatn tax positions, reported in other noncurrent linbilities in our consolidated balance sheet,
duting the years ended December 31, 2010 and 2009

. 2010 2609 2008

Balancs at January.l. excluding interest and pennttres $ n Iy 2 s "
Additions based on tax positions refated o prigr years 31 2 41
Reductions based on tax posuions related 10 prior yeurs 20 73 (30)

Balance at December 31, excluding interest and peanlnes 3 4 % noo% 122

Of the balance at December 31, 2010, $71 million represents tax positions fur which the uncertainty relates to the timing of recognition for tax
purposes, The disaltowance of such positions would not affect the effective tax rate, but would accelerate the payment of cash under the tax sharing agreement
to an earlier period.

i2
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s.ancurrent liablities included a total of $18 mullion and %20 million in accrued interest at December 31, 2010 and 2009, respectively. Amounis
recorded related to interest and penalties totaled & benefit of §1 mullion and 33 million i the years ended December 31, 2010 and 2009, respectvaly, as a
result of reversals of previously accrued amounts, amd an expense of 36 million (including 32 million recorded as goodwilly in the year ended December 31,
2008 (all after 1ax amounis), The federal income tax benefit on the interest accrued on uncertain ax positions is recorded as sccumulated deforred wicome
taxes

With respest 0 18X positions for which the ultimate deductibility is uncenain (permanent items), should EFH Corp. or we sustain such positions on
insome tax retumns previously filed, our linbilities recorded would be reduced by $11 million, resulung in increased net mcome and a favorable impadt on the
effective tax raie.

We do not expect the total amount of labilities revorded related to uacertain fax positions will significantly increase or deersase within the next 12
months.

i3
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REGULATORY '\SSF 15 AND LIABILITIES

Recognition of regulatory assets and [iabilities and the amortization periods over which they are expected to be recuvered or refunded through rate
regulation reflect the decisions of the PUCT. Components of the regulatory assets and liabilities are provided in the table below. Amounts not earning a retum
through rate regulation are noted.

Regulatory assets’

CGenernpon-related reguintory nssets securitizad by transuion bonds (a)(f)

Employes retirement costs -

Cmployes retiremant couts iy he covizwed (o)

Employes retrement Habduy (aled)

Seif-msurance reserve (primorily storm recovery costs)  net
Self-insurmce rexerve to be reviewed ib¥c) ’
Nuclear decommissioning cost under-recovery {a}c)(e}
Secunues redcquisiton Costs {pre-industry restructure
Securities 1ca:§qui=si tion easts (posrndostvy restructure)
Recoverable ameunts o hieu of deferred moome taxes — net

Rate case expenses .

Rate case expenses to be roviewed (bie)

Advanced mater cuswoner sducation cosis (o)

Deferved conventional meter deprecinhion

Energy sifizency performance bonus

Dieferred third-party wansmission service {a}c)
Total regulatory assets

Regulatory Habdiges:

Nuclear dec toning cost overy {ui{cie)

Estiminied removal costs

G an rcncquir:d debt

o d ding for d d-s1de F mitiatives ()
Daterred advancsd mietering syssem revenues

Investment tax credst and protecied excess deferred tuxes
Overcoliecton of ransition bond revenues (a)(f)

Energy efficiency programs (&)

Taotal regulntory habiiies
Net regulatory asset

.

Remaining Rate
Recovery/Amortizntion

Y

Currying Amount

Period s¢ Becember 31,
December 3,
Daesmber 31, 2010 1016 2609
3 vears 647 759
4 years §3 80
. To bedetermined 75 L1
To be determined Q10 758
6 years 147 137
To be deternuined 133 106
Not appheabls 83
6 yaars 55 62
Terms of melated debt 35 27
Life of related psset or
hahility 117 &8
Largely 3 years & K
To be determinad 4 i
G yewrs 8 4
t6 yeus 60 i
Mot applivable 1 B
1 year g -
2243 2,170
Mot spplicable 206
Life of utility plant 28 -
7 years 25
2 yeurs 53 78
S years 68 57
Vanous 39 44
$ yrears 33 27
not apphicable 8 3
Jo0 211
. 1.782 1,939

(a)  Noteamng aestum i the regniatory eate-soinng process,
() Costs incuned since the penod coversd under the last e review

{e} Recovcry 15 9ym.:hcally sutherized by statute, subject w reasonableness review by the PLCT
d) hities recordad i accordance with pension and OPEB nccou:mng standards.
(e} E}[fser Wy an intercompany payabic tofrecaivable fom TCEH. See Note 15,

iy Bondeo net regulmory sssets of $316 milion ot December 31,
collection of transdion bond revenues of $33 million. Bordeo net regulaiory sssets of $596 mullion at December 31, 2009 consist of 8623 milhos included in generation-relnted tegulatory

assets net of the reguistory tiability for over-collection of fransiion bond revenues of $27 tithon,

2010 consist of $349 million mcluded 15 gensration-telsted regutatory assets net of the rogulntory ftabilaty for over
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The Patient Protection and Afforidable Care Act and the Henlth Care and Education Reconetlimtion Act enacted in March 2010 reduce, effective 2013,
the amount of OPEB costs deductible lor federal income tax purposes by the amount of the Medicare Part D subsuly received by the EFH Corp. OPEB plans
in which we participate. Under income fax accounting rules, deterred tax assets related to zcerued OPEB Habilities must be reduced tmmediately for the future
etfect of the legisiation. Accordingly, in the first quarter of 2010, our deferred tax assets were reduced by $42 million. All of tus amount was recorded as a

regularory asset {before gross-up for hability in Lieu of deferred income taxes) ag the additional amounts Jue related to income taxes are expecied to be
recoverable in our future rates.

As aresuit of purchase accounting, in 2007 the carrying value of certain generation-related regulatory assets securilized by transition bonds, which have
heen reviewed und approved by the PUCT for recovery but without earning a rate of return, was reduced by $2173 million. This amount will be accreted to
ather income ovar the recuvery period remaining at October 10, 2007 (approxunately nine years).

On August 31, 2009, the PUCT issued o final order on Oncor's rate review filed in Junc 2008, The rate review wcluded 2 determination of the
recoverability of regulatory assets at 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 primarty related to business restruciuring cosis and rate case expenses. which resulted in a
$25 million charge (516 million afier tax) in the third guarter of 2008 reported as write off of regulatory assets,

In September 2008, the PUCT approved a settlement for Oncor to recover its estimated future investment for advanced metering deployment. Oncor
began billing the advanced mewring surcharge in the January 2009 billing month cyele. The surcharge is expected to total $1.023 bellson over the 1l-year
recovery period and includes a cost recovery factor of $2.19 per month per residenual retail customer and $2.39 to $3.15 per month for non-residential retait
customers, Umcor acoounts foe the difference between the surcharge billings for advanced metering facdiies and the allowed revenues under the swcharge
provisions, which are based on expenditures and an atlowed retum, a3 a regulatory asset or Habilily. Such differences anse principally as a result of timing of
expenditures. As indicated in the table above, the regulatory lahility at December 3, 2010 totaled 368 million,

In accordance with the PULT's August 2009 order 1n Oncor's mate review, the remammng oet book value and anticipated removal cost of existing

conventiconal meters that are being replaced by advanced meters are being charged to deprecistion and amortizstion expense over an 1 l-ysar cost recovery
period.

Ses Note 13 for additonal information mgarding nuciear decommissioning cost recovery,

6. BORROWINGS UNDER CREDIT FACILITIES

At December 31, 2010, Onecor had 1 82 0 billion secured revolving credit facility, expiring October 10, 3013, to be used for working capital aad general
corporate purposes, issuances of ketters of credit and support for any commercial paper sssuances Oncor may request increases in the commilments under the
facility in any amount up 10 3500 million, subject to the satisfaction of certain conditions. Amounts borrawed under the facdity, once repaid, can be borrowed
again from time to time. Botrowings are classified as short-term on the balance sheel.

Oneor’s credit facility is secured equally and ratably with all of ts other secured indebtedness by a Grst priority len on property it acguired or
constructed for the transmission and distribution of electricity. The property is mortgaged under the Deed of Trust. On September 3, 2019, Oncor smended the
[Jeed ot Trust to eliminate its ability to relnase the lien upon satisfaction and discharge of its obligations under the revelving credit faciiy (se2 Note 7).

At December 31, 2010, Oncor had outstanding borrowngs under the credit facility wtaling 5377 million with an interest rate of 6.53%0 and oustunding

tetters of credit totalng 36 million. At December 31, 2009, Oncor had outstanding borrowings under the credit facility totaling $618 million with an interest
rate of 0.58%.
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Subsect 10 the limitations described below, borrowing capacity available under the credit facility at December 31, 2010 and December 31, 2005 was
$1.495 tiilion and $1.262 tillion, respectively. The availability at both dates excludes $122 million of commitments from a subsidiary of Lehman Brothers
Holding Inc. that has filed for bankruptey under Chapter 11 of the US Banskruptey Code. As described in Note 7, the Deed of Trust permits Oncor to secure
other indebtedness with the lien of the Deed of Trust up to the aggregate of (i) the amount of available bond credits, and {it) 83% of the fair value of certam
property additions that could be certified to the Doed of Trust coliateral agent. At December 3, 2010, the avadable bond credits wers approximately $1.386
billion and the amoun: of potential ndebtedness that could be secured by property additions, subject to a certification process, was $1.161 bitlion.

Under the terms of the revolving credit facility, the commitments of the lenders to make loans to Oncor are several and not joing. Accordingly, if any

{ender fails o make loans to Oncor, Oncor's avaddable liguidity could be reduced by an amount up to the aggregate amount of such lender's commutments
under the facility.

Borrowings under the credit facility bear interest at per annum rates equal to, at Oncor's option, (1) adjusted LIBOR plus a spread of 0.275% to 0.800%
(depending on the ratings assigned to Oncor's senior secured debt) or (11) a buse rate (the higher of (1) the prime rate of JPMorgan Chase Bank, N A, and
(2} the federal funds effective rate plus 50 busis points). Under option (1) and based on Oncor's ratings as of December 31, 2016, its LIBOR-based borrowings,
which apply to al} cutstanding borrowings at December 3, 201Q, bear interest at LIBOR plus 8.2753%.

A facility fee is payable at a rate per annum equal to 5.100% to 0.200% (dependiﬁg on the rating assigned to Qneor's senior secured debt) of the
commitments under the facility Based on Oneor's ratings at December 31, 2610, the facility fee is 0,100%. A utilization fec is pavable on the average dady
amount of borrowings 1n excess of 50% of the commitments under the {acility at a rate per annum equal to 0.123% per annum,

. . .

The credit facility contains custornary covenants for facilities of this type, restricting, subject to certain exeuptions, Oncor and its subsidiary from,

among other things:

* iscurring additional liens;

entering into mergers and consolidations;
selling certain assets, and
making acquisitions and investments in subsidianes.

™~
Under the credit facility, Oneor must abserve certain customary reporting requirements and uther affirmative covenants. In addition, the credit facility
requires that Oncor maintain a consolidated senior debt-to-capitalization ratio of no greater than 0.65 107100, For purposes of this rativ, debt is calcutated as
indebtedncss defined in the credit facility (principally, the sum of long-term debt, any capital leases, short-term debt and debt due currently in accordance with

1S GAAP). The debt calculation excludes transiion bonds issued by Bondco'but includes the unamortized fair value discount related to Bondeo, Cquity i3
calculated as membership interests determined in accordance with US GAAP. At December 31, 2010, Oncor was in compliance with these covenants.

The cradit facility contains certain customary events of default for facifities of this type, the occurrence of which would allow the lenders to accelerate
alt outstanding loans and terminate their commitments under the {acility.
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7. LONG-TERAM DEBT

At December 31, 2010 and 2009, sur long-term debr consisted of the followng.

Oncor iz}
6 375% Fixed S2nior Notes due May 1, 2012
5 950%% tixed Semor MNotes due Seplember §, 2013
6 375% Foxed Sendor Notes due Janary 15, 2013
5.000% Fixed Senior HJotes due Seprember 30, 2017
& 300% Frvad Serunr Hntes due Septesnmer 1, 2018
5 750% Fixed Seniar Notes doz Septmentaer 30, 2028
7 880%6 Fried Debentures due Septzmber 1, 2002
T, Fixed Semor Notes due May €, 2032
7 250% Frved Sentor Mates due January 15, 2033
7 380% Fixed Semor Mutes dus Septeinber §, 2038
3 250% Fixzd Senior Notes due Suptember 30, 2046
Lamortized discount

Towl Ongor

Cosor Flecine Dalivery Transinon Bond Company LLC (b
4.030% Figed Senes 2003 Bonds due n semisnnual natdiments through Febuoary 15, 2010
$.95G% Fixed Seriss 2003 Bonds dus in seminnnual insts.drents thiough Febrmey 13, 2013
$ 4204 Fixed Series 2003 Donds dye i semisnnual insa.dvenss tuongh August 18, 2043
4 810% Frved Serres 2004 Posds due 12 sepnanuesl mnsubarns theowgh November 15, 2012
X.290°% Foved Senss 2004 Donds due o seouannual instalmests throush May 15, 2018
Unamartized fair value diseouwn? related to transitoa bonds

Less mmonnt dut currently

Tod Oncor Ekeormie Delivery Transition Boad Company LLC

Total 1oog-sarm dehi {¢)

At December 11,
Wi 2a0%
s 6 5 W0
04 430
200 0
324
859 S5
126
800 &0
560 500
330 356
300 50
47
{41y %
4 733 4 315
i3
gt 130
143 {45
i 197
29 290
4 ©)
(113 {198y
350 #61
% $333 $ 5 5%

tn)  Szcured by first prionty lies on centain 3

g and d

3

witdinunal wimmnoon.
(b}

ton ass5ts equntly and ratnbly with alf of Gncor's otirer securad indebradiess, Sen Deed of Trust A sendment below for

The iranssiron bonds are nonrecuase 1o Onoor and wers issued 10 seountize 1 e datory asset.

(e} According to our organizaposal documents, Oncor Heldings {parent} v. profubsied from stirectly incurmng indebredness for Borowed money

Debt-Belated Activity in 2019

Debt Repayrionts

Tepaytnonis ol long-term debt 1 2010 totated 3108 million and represent transition bund principal payments at scheuuled maurity dates.

Issnance of Kew Senior Secured Nates

n September 2010, Cuwor issued $475 willion sagregate principal amount of 5.250°s senior secured note: matuong in September 2049 (2040 Notes),
Oncor used the net proceeds of approximately 3465 million frum the sale of the notes to repay borrowings under the revoiving credit facility, including Joons
under the revolving eredit facility made by wertain of the inttial purchasers or their atfiliates, and for general corporate sirposes. The noles ace secured by th
firse priority hen deseribed beiow, and are secured equally and ratabdy with all of Oncor'’s other sccured mdehiedness,
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Interest on the 2040 Notes is payable i cash semiannuaily m arrears on March 30 and September 30 of each year, begmnimg on March 36, 2011, Oncor
may redeem the notes, in whole or in part, at any time, at a price equal to 100% of their princpal amount, plus accrued and unpaid interest and a "make-
whole® premium. The notes also contain customary events of defanlt, including failure to pay principal or interest on the notes when due.

The 2040 Notes were issued in a private placement and have not been registered under the Secunties Act, Oncor has agreed, subject to certain
exceptions, (o register with the SEC notes having substanually identical terms as the 2040 Notes {except for provisions relating to the transfer restriction and
payment of additional interest) a8 part of an offer to exchange freely tradable exchange notes for the 2040 Notes. Oncor has agreed to use commercially
reasonable efforts to cause the exchange offer to be completed within 313 days sfler the issue date of the 2040 Notes, or if required, to use commercially
reasonable efforts to have one or more shelfl registration statements declared effective within the later of 180 days after such shelf registration statement filing
obligation ariscs and 270 days after the issue date of the 2040 Notes. If Oncor does not comply with this obligation {a regisiration default), the unnual interest

rate on the notes will increase by 50 basis points per annum until the carlier of the expiration of the registration default or the second anniversary of the issue
date of the 2040 Notes.

%

Debt Exchange

In September 2010, Oncor announced an offer to exchange up to $350 million of its outstanding 6.375% senior secured notes dug 2012 and up to 3325
miltion of its outstanding 5.950% senior secured notes due 2013 (collectivety, the Original Notes) for newly issued 5.000% senior secured autes due 2017
(2017 Notes; and newly issued 5.750% senior secured notes due 2020 {2020 Notes, and together with the 2017 Notes, New Notes), respectively. In October -
2010, Oncor issued approximately $324 million aggregate principal amount of the 2017 Notes and approximutely $126 million aggregate principal amount of
the 2020 Notes in exchange for an equivalent principal amount of the respective Original Notes validly tendered. Oncor did not receive any cash proceeds
from the exchange, Under accounting guidelines, we recorded the exchange transaction related io the $324 mition aggregate principal amount of 6.373%
sentor securcd notes due 2012 as a debt retirement, which resulted m a fair value discount totaling 325 million and & gain deferred as a regulatory lianlity

towmling $25 million. We recorded the exchange transaction related to the $126 million aggregate principal amount of the 5.950% senior secured notes due
2013 85 a debt modification. -

The New Notes have not been registered under the Securities Act. [n conneetion with the issuance of the New Notes, Oncor agreed, subject to certain
exceptions, to register with the SEC notes having substantially identical terms a5 the New Notes {except for provisions relating to the transfer restriction and
payment of additional interest) as part of an offer to exchange freely tradable exchange notes for the New Notes. Oncor has agreed (o use commernially
reasonable efforts to cause this exchange offer © be completed within 313 days afler the issue date of the New Nouws, or if required, to use commercially
reasanable efforts to have one of more shelf regisiration statements declared effective within the Iater of 180 days afler such shelf regisiration statement filing
obligation arises and 270 days after the issuc date of the New Notes {f Oncor does not comply with this cbligation (a registration default), the annual interest
rate on the New Notes will increase 0.30% per annum for the period during which the registration default continues, but not later than the second anniversary
of the issue date of the New Notes. Oncor also agreed 10 file a registration statement containing a "market making prospectus™ and to keep it effective. subject
to certain exceptions, for a period of ten years anter the 1ssue date of the New Notes, '

Deed of Trust dmendment

Oncor's secured indebtedness, including the 2040 Notes and New Notes described above and the revolving credit facility described in Note 6, are
secured equally and ratably by a first priority lien on property Oncor acquired or construcied for the transmission and distribution of electricity. The property
is mortgaged under the Deed of Trust. The Deed of Trust permits Oncor to secure other indebtedness with the lien of the Deed of Trust up to the aggregate of
(i) the amount of avarlable bond credits, and {ii) 85% of the fair value of certain property additions that could be certified to the Deed of Trust collateral agent.

At December 31, 2010, the available bond credits were approximately $1.386 billion and the amount of additional potential indebtedness that could be
secured by property additions, subject to a certification process, was $1.161 billion.
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Un September 3, 2019, Oncur umended the Deed of Trust, Prior to the amendment, the Deed of Trust provided that Oncor could refease the lien upon
the .. tisfaction and discharge of all of its obligarions uander the revolving credit facility, The amendment o the Deed of Trust eliminated this absiaty 1o release
the lien prior 1o the payment and performance in full of all obligations secured by the lien of the Deed of Trust,

Debt Repayments in 2669
Repayments of long-term debt in 2009 toialed $104 miilion and represent fransition bond principal payments at scheduled maturity dates.

Mararities

Long-term debt maturities at Decersher 31, 20140, are a3 follows:

Year Ampunt
Wi $ 13
2042 494
3013 518
2044 131
015 619
Thersafler 34067
Uinaesrtized falr value discount 4
Lipamortized discouat “7)
Toted b3 3,446

Fair Value of Long-Term Debt
The estimated farr value of our leag-term debt Gincluding current matunities) totalad 36,136 bitlion and $35.644 billion gt December 31, 2010 and 2009,

respectively, and the carrying amount totaled 35446 billica and 83,104 bitlion, respectvely The fair value is estimated at the lesser of cither the call price or
the market value as determined by quoted markey prices,

#, COMMUTMENTS AND CONYINGENR{IES

Lases

At Deceeber 31, 2010, futuie minhnum loase paywenis under operating leases {with initial or remaining nonicancelable lease terms in excess of one
veary wens ag follows:

Yeur

Amount

201t 5 14
2612 12
03 3
2044 3
2018 3
Thereatter K

Taotal future minimum lease payments $ 43

Rent charged to operation and maintenance expenss totaled $15 million, $11 rtlion and $10 million for the years ended Dzcember 31, 2010, 2009 and
2048, espectively.

Capital Expenditures
Oncor and Texas Holdings agreed to the terms of a stipalation with major interested parties that was approved by the PUCT in 2008 as discussed 1n
Mot 3. As one of the provisions of thiz stipulation, Oncor committed to minimum capital spending of $3.6 bilion over the five-year period ending

Drecember 31, 2012, subject to certain Jefined conditions.
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Effiviency Spending )

Oncor s required to zmmmily invest in programs dcs:gncd 1o improve customer electricity demand efficiencies to satisfy ongoing regulatory
requirements, The 2011 requircment is 343 million,

Guarantees

Oneor has entered into contracts that contain guarantees to unaffiliated parties that could require performance or puyment under certain conditions as”
discussed below, ‘

Oneor is the lessee under various operating leases that obligate it to guarantee the residual values of the leased assets. At December 31, 2018, both the
aggregate maxumum amount of residual values guaranteed and the eshimated residual recoveries totaled approximately $6 miilion. These leased assets consist
primarily of vehicles used in distribution activities. The average life of the residual value guarantees under the lease portfolio is approximately two years.

In Juae 2010, for the purpose of obiaining greater aceess to materials, Oncor guaranteed the repayment of borrowings under a nonaffilisted party's $20
miltion credit facility maturing on June 7, 2011 The nonaffilialed party's borrowings under the credit facility are limited to inventory prodiced solely to
satisfy the terms of a contract with Oneor. Oncor would be entitled to the related mventory upon repayment of the credit facility (or payment to nonaffiliated
party). At December 31, 2010, the nonaffiliated party had borrowings of approximately $1.5 million under the facility.

Legal/Regulatory Proceedings

In October 2010, the PUCT established Docket No. 38780 for the remand of Docket No, 20381, the 1999 wholesale fransmission charge matox case A
joint sentlement agreement was entered mie effective October 6, 2003. This settfement resolves disputes regarding wholesale transmission pricing and charges
for the pc:iad of January 1997 through August 1999, the period prior to the September 1, 1999 effective date of the legislation that authorized 100% postage

stamp pricing for ERCOT wholesale tramsmission. Since a scrxes of appeals has become final, the 1999 matrix dogkci has been remanded to the PUCT to
#idress two additional issues.

The first issue is the wholessle transmission transition mechamsm for the period of September 1999 through December 1999, The disputed issue is
whether the PUCT should have allowed the transition mechanism to conbinue for the fast four monihs of 1999, The appeahing parties (Texus Municipal Power
Agency, the City of Denton, the City of Garland and GEUS (f/k/a Greenville Electsic Utility System)) argued that the transition mechsnism was not
authorized m the September 1, 1999 100%% postage stamp pricing legisiation, Oncor’s transmission deficit position was mitigated by approximutely 38 miliion
in the'last four months of 1999 through the teansition mechanism. If the appealing parties prevail, Oncor may have 1o pay up to the full amount of
approximately $8 million, It 15 anticipated thar the issue will be contested and the amounts paid to settle the issue could be subject to negotiation. 1t is also
unclear whether interest would be added. [fthe PUCT rules adversely and interest is added, Oncor's Hability could be as high as $1 1 mithon,

The second issue is the San Antonio Cuy Public Service Board's (CPSB) clatm that the PUCT did not have the authority to reduce CPSB's requested
Transmission Cost of Service (TCOS) revenue requirement. CPSB's initial TCOS rate was in effect from 1997 through 2000, Since the period of January
1997 through August 1999 is incorporated in the joint settfement, CPSB's remaining claim is for the period of September 1999 through December 2000 {n
January 2011, CPSB made a filing with the PUCT (PUCT Docket No. 39068), secking an additional $22 million of TCOS revenue, includng interest, for the

{6-month pericd, 1f CPSB prevails, Oncor would be responsible for approximately $11 million of the request. Oncor plans to participate in this docket and”
anticipates that muitiple parties will oppose CPSB's request.

Al this time, Oncor canaot predict the outcome of these two matters,

We are involved in other various legal and admimstrative proceedings in the normal course of business, the ulimate resofution of which, in the opinion -
of management. should not have a material effect upon our financial position, results of operations or cash flows.
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Labor Contracts

Certain Oncor employees are represented by a labor union and covered by n collective bargaining ngreement with an expiration daie of Oclober 23,
2010, Although the expiration dute has passed, the current collective bargaining agreement remains in full force and effect under the provisions of an
"evergreen clause” contaned in the agreement, The parties to the agreement are currently in the process of negonating a new labor agreement, and it is
anticipated that 3 new agreement will be n place in the first haif of 2011, The resolution of this matter is not expecied to have a material effect on Oncor's
financial position, results of operations or cash {lows.

Environmental Contingencies

Oncor must comply with environmental laws and regulations applicable 1o the handling and disposal of hazardous waste. Oncor 15 1 compliance with
all current Inws and regulations: however, the impact, if any. of changes to existing regulations or the implementation of new regulations is not determinable.
The costs to comply wiih environmental regulations cen be significantly atfected by the following external events or conditions,

. changes to existng state or federal regulation by governmental authorities having jurisdiction over control of toxic substances and
hazardous and sohd wastes, and other environmental matters, and

. the identification of additional sites requiring ¢lean-up or the filing of other complaints in which Oncor may be asserted 1o be a potential
responsible party

% MEMBERSHIP INTERESTS

On February 15, 2011, our board of dwectors declared a cash distribution of approximately $15.3 mullion 1o be paid 1o EFIH on February 16, 2011,

During 2010, our board of dwectors declared, and we paid, the following cash distributions to EFIHL

Dectaration Date Pavenest Date Amount Paid

Serber 27, 010 Novermber 1, 201¢ 528
tuty 28,2010 August3, 2010 #
Mgy 5, 2010 May 6. 2610 57
Vehruney H, 2010 February 19, 2010 by

Durisg 2009, our board of direciors declared, and we paid, the following cash distributions to EFIH:

Declarasion Dute Payment Date Amusunt Paid

Movember 12, 2008 NMovember 13, 2009 59
August 18, 2009 August 19, 2009 59
Nay 19, 2009 May 20, 2009 4
Fetiomzy 18, 2009 Maich 3, 2009 18

Wiule there are no direct restrictions on our abilify to distribute our net income that are currently material, substantially a8l of our net income is derived
from Oncor. Our board of directors and Oncor's board of directors, which are composed of a majority of independent directors, can wwithhold distributions to
the exrent the boards determine that it is necessary to retam such amounts o meet our cxpected future requiremaents.

Oncor's distributions are limited to its cumulative net income and may ot be paid except 1o the extent Oncor mamtates a required regulatory capital
structure, #s discussed below. At December 31, 2010, %44 miilion was ehgible 10 be distnhuted to Oncor’s members afier taking into accoumt these
restricrions, of which approximately 80%0 relates to our swaership interest,
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Far the period beginning October 11, 2007 and ending December 31, 2012, Oncor's cash distributions (other than disuributions of the proceeds of any
wsuance of Himited Hability company units) are fimited by the Limited Liability Company Agreement and a stipulation agreement with the PUCT (see Note 3)
to an amount not to exceed its cumulative net income determined in accordance with US GAAP, as adjusted by applicable orders of the PUCT. Such
adjustments exclude the noneash impacts of purchase accounting (to Jate, consists of removing the effeet of the 2008 $860 million goodwill impairment
charge and the cumulative amount of net accretion of fuir value adjustments) and deducting vwo specific cash commitments {the $72 mittion (846 million after
tax) one-time refund o customers in September 2008 and funds spent as part of the $100 million commitment for additional cnergy cfficiency initiatives of
which $46 million (530 million afier tax) has been spent through December 31, 2018} The goodwill impanment charge and refund are described m Notes 2

and 3. At December 31, 2010, $141 million of membership inierests was available for distribution under the cumulative net income restricuion, of which
approximately 80% relates to our ownership interest,

Distributions are further limsited by Oncor's required regulatory capital structure to be at or below the assumed debt-to-equity ratio established
periodically by the PUCT for ratemaking purposes, which is currently set at 60% debt o 40%5 equity At December 31, 2010, Oncor'’s regulatory capitalization
ratio was 59,7% debt and 40.3% equity. The PUCT has the authority to deterrmime what types of debt and equity are included in a utility’s debt-to-equity ratio.
For purposes of this ratio, debt is calculated as long-term debt plus unamortized gains on reacqguired debt less unamortized issuance expenses, premiums and
losses on reacquired debt. 1he debt calculation excludes transion bonds issued by Bondeo, Equity is ealculdted as membership interests determined in
accordance with US GAAP, excluding the effects of purchase accounting {which wncluded recording the initial goodwill and fair value adjustiments and the
subsequent related impairments and amortization). At December 31, 2010, $44 million of membership interests was available for distribution under the capital
structure restriction, of which approximately 80% relates to our ownership interest. {n 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 55% debt to 45% equity, which if approved as requested, would further Limit
Gneor’s distributions

Effect of Sate of Noncontrolling Interests — The total amount of proceeds from the sale of noncontrolling inferests in Oncor (discussed further in Note
10) was less than the carrying value of the interests sold by $265 million, which reflects the fact that Oncor's casrying value after purchase accounting s based

on the Merger value, while the noncontrolling interests sale value did not include 3 control premium. The difference was accounted for as a reduction of
membership interests,

1
As a result of the sale of the noncontroliing mterests and the application of rules for income tax accounting related 1o outside basis differences, activity

in 2008 reflects'an increase in the balance of noncurrent accumulated deferred income taxes of 3141 mullion and a decrease in total membership interesis by
the same amount.

Equity Contributions — As a result of the Merger, all cutstanding unvested stock-based incentive compensation awards previvusly granted by EFH
Corp. 10 Oncor employees vested and such employees became enttled fo receive the 369.25 per share Merger consideration. The settlement of these awards
otaled $24 million and was accounted for as an equity coniribution from EFH Corp., a5 was the settlement of 34 million of cash incentive compensation
awurds See Note 14 for further discusSion of stock-based compensation, including a SARs Plan implemented m November 2008

n March 2008, we distributed dur investment in an entity with telecommunications-related activities that are not part of current operations totaling §24
miltion to EFIH,

0

16, NONCONTROLLING INTERESTS

in November 2008, Oncor sold equity interests to Texas Transmission for $1.254 billion in cash. Tevas Transmission is an entity indircetly owned by a
private investment group led by OMERS Administration Corporation, acting through its infrastructure investment entity, Borealis Infrastructure Management
Inc, and the Government of Singapore Investment Corporation, acting through its private equity and wfrastructure arm, GIC Special lnvestments Pte Lid.
Oncor also indirectly sold equity interests to certain members of its's board of directors and management team. Accordingly, after giving effect to all equity
issuances. at December 31, 2010, Oncor's ownership was as follows: 80,03% held by'us, 19.75% held by Texas Transmission and 0 22% held indirecily by
certain members of Oncor's management team and board of dwectors,
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The proceeds (net of closing custs) of $1.253 bitlion reccived by Oneor from Texas Transmission and the members of Oncor's managsment team upon
completion of these transactions were distributed w us und subsequendy distnibuled to EFIH and uitimately to EFH Corp.

See Note 9 for a discusson of amounts récorded as a reduction of membership interests as a result of the sale of Oncor membership interests,

I, INVESTMENTS

Qur investments balance consisied of the following:

Decembar 31,
29148 2008
Assets related to employee benefit plans, including smplovee savings programs, net of distnbutions § b2 [ 61
Imvestinent o1 unconsolidated affilintes 1 3
sand 3 2
Total investments $ 78 3 73

Assets Related to Emplayee Benejit Plans

The majority of these assats represent cash surrender valnes of life insurance policies that are purchased to fund liabilities under deferred compensation
plans. At December 31. 2809, Oncor began paying the premums and became the beneficiary of these life insurance policies, EFH Corp was the previous
beneficiary. At December 31, 2010 and 2009, the face amount of these policies otaled $137 million and $138 mifliun, and the not cash surrender values
tdetermined using a Level 2 viluation technique) totaled 3353 mullion and $52 mullion, respectively, Changes i cash sumender value are netied against
premiums paid. Other investment assets held to satisty deferred compensation liabilities aes recorded at marker valse,

Restricted Casi
At December 31, 2010 At Deeermber 31, 2009
Current Noncurrent Noncurrent
Carrent
Asgats Assety Agsels Aasets

Cuviomer collections relates o transition bonds used orly fo service debt and pay epsaes % 53 s 5 A1 s
Dasarve fur (e assousted with trancition bonds 10 10
Revcrve for shortfalls of rantinon bond charges 6 3

Total resticted cash 5 53 $ w8 47 3 14

12, TERMINATION OF QUTSOURCING ARRANGEMENTS

in 2008, Oncor commenced o r2view of certain vutsourcing arangements with Capgemini, Capgeming America, Inc. and Capgemini North America,
Ine. {collectively, CgB), and exccuted a Separation Agreement with CgE. Simmitaneous with the exeoution ~f that Separation Agreemen, EFH Corp. and
TCEH entered into a substantially similar agrecroent with CgE. The Separation Agreements principally provide for (i) notice of termination of the Master
Framework Agreements, dated as of May 17, 2004, as amended, betwveen Capgemin and TCEH and Oncor, respectively, and the refated service agreements
under the Master Framework Agreements and (fi) termination of the jomt venture arrangements between EFH Corp. (and its applicable subsidiaries, including
Oncor) and CgE. Under the Master Frumework Agreements and refated services agreements, Capgemini provided to Oncor and EFH Corp.’s and its other

subsidraries outsourced support servives, including information technology. customer care and billing, human resources, procurement and certain finance and
accounting activities.
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As a result, during the fourth quarter of 2008:

* EFH Corp. received approximately $70 million in cash in exchange for the termination of a purchase option agreement pursuant to which subsidiaries of

EFH Com. had the right to "put" 1o Capgemmr {and Capgemini had the night to “call® from a subsidiary of EFH Corp.) EFH Corp s 2.9% limited
partaership interest m Capgemini and hicensed asSets, principally software, upon the expiration of the Master Framework Agreements in 2014 or, in some
circumstances, eagficr. Oncor received 520 muilion of such proceeds, reflecting its share of the put option value.

The parties entered into a mutual release of all claims under the Master Framework Agreements and related services agreements, subject to certain defined
exceptions, and Oncor received $4 million in cash in settlement of such claims.

The effects of the termination of the outsourcing arrangements, including an accrued liabdity of $16 mitlion for incremental costs 10 exit and transition
the services, were included in goodwill under purchase accounting, Oncor incurred $4 million of these exit habilities during the year ended December 31,
2009, In December 2009, Oncor recorded a $10 mullion reversal of a portion of these exit liabilities due primarily to a shorter than expected omsoummg
services transition penod, and this reversal is reflected in other mcome (see Note 18). The remaining accrual totaling 32 miilion was setiled in 2010,

13, PENSION AND OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPER) PLANS

Pension Plan =7

Oncor is & participating employer in the EFH Retirement Plan (Retirement Plan), a defined benefit pension plan sponsored by EFH Curp. The
Retirement Plan is 2 qualified pension plan under Section 401{g) of the Internal Revenue Code of 1986, as amended (Code), and 15 subject to the provisions of
ERISA. Al benefits are funded by the participating employers. The Reticement Plan provides benefits to participants under one of two formulas: (i) a Cash
Balance Formula under winch participants earn monthly contribution credits based on their compeasation and a combination of their age and years of service,
plus monthly interest credits or (i) a Traditional Retrement Plan Formula based on years of service and the average eamings of the three vears of ighest
carnings. The interest component of the Cash Balance Formula is variable and is determined using the yield on 30-year Treasury boads. Under the Cash
Balance Formula, future increases in camings will not apply to prior service costs,

All eligible employees hired after January 1, 2001 participate under the Cash Balance Formula. Certain employees, who, prior to January 1, 2002,
participated under the Traditional Retirement Plan Formula, continue their participation under that formula. It is the participating employers’ policy W fund
the plans on a current basis to the extent deductible under existing federa) tax regulations.

£

Oneor also patticipated in an EFH Corp. supplemental retirement plan for certain employees, whose retirement benefits cannot be fully earned under
the qualificd Retirement Plan, the information for which is weluded below, Oncor censed participation in the EFH Corp. supplemental plan and implemented
its own supplemental retirement plan effective January 1, 2010. The Oncor Plan covers certain employees whose retirement benefits cannot be fully earned
under the qualified EFH Retirement Plan and is substantially similar to the EFH Corp. supplemental retirement plan, except that Oncor acts as sponsor of the
plan. At inception, the projected benefit obligation of the Oncor Plan was 332 million, which was 100% funded. Oncor recognized $1 million and $3 miflion
in net pension costs related to the Oncor Plan, primarily composed of interest costs, for the twelve months ended December 31, 2010 and 2009, respectively. '

OPEB Plan

Oneor participates with EFH Corp. and other subsiduries of EFH Corp. to offer certain health care and life insdrance bencfits to eligible employees and
their eligible dependents upon the retirement of such employees. For employees reurmg on or after January 1, 2002, the retiree contnibutions required for such
coverage vary based on 2 formula depending on the retiree’s age and years of service.
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Remudatory Recovery of Pension and OPEBR Costs

PURA provides for Oncor's recovery of pension and OPEB costs for ali applicable former employees of the regulated predecessor integrated clectric
utility, which in addition to Oncor's active and retired employees consists largely of active and retired personnel engaged in TCEH's activities, related to
service of those additional personne! prior to the deregulation and disaggregation of GFH Corp.'s businesses effective January 1, 2002, Accordingly, Oncor
entered into an agreement with TCEH whereby it assumed responsibility for applicable pension and OPEB costs related to those personnel,

Oncer is authorized to establish a regulatory asset or lability for the difference between the amouonts of pension and OPEB costs approved in current
bitling rates and the actual amounts that would otherwise have been recorded as charges or credits to earnings. Amounts deferred are uitimately subject to
regulatory approval. At Docember 31, 2010 wnd 2089, Oncor had recorded regulatory sssets totaling $1.047 biltion and $889 mullion, respectively, related to
pension and OPEDB costs, including amounts related to deferred expenses as well as amounts related to unfunded labilities that otherwise would be recorded

as other comprehensive income,

Persion and OPER Costs Recoguized us Expense

The pension and OPEB amounis provided herein represent Gacor's allocated amounts reluted to EFH Corp.'s plans based on actuanial computations and
reflect Oncor's employec and retiree demographics as descnibed above. Oncor recognized tire following act pension and OPEB cosis as expense:

Yrar Ended December 31,

20 2089 2008
Pension cost H 67 b 3s 5 15
OPLEB cost a3 3] 44
Total benetH cou 130 9 B2
Less amounts deferred poncipaily as a reguiniory asset or propesty {91} (56) 1453
Hlet gaized o8 s s 24 s 17

EFH Corp. and participating employers use the calzulated value method to determine the marketerelated value of the assets held i the trust, Oncor
includes the realized and unrealized gains or losses in the market-related value of assets over 2 rolling four-year perisd. Fach year, 25%s of such gains and
lusses for the current year and for each of the preceding three yvears is included in the market-related value, Each yoar, the market-related value of assets is
increased for contributions to the olan and investment income and is decreased for benefit payments and expenses for that year.
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Detailed information Regarding Pension and OPEB Benefits

The foliowing pension and OPER information i5 based on December 31, 2018, 2009 and 2008 measurement dates:

Assumptions Used to Determing Net Periodic Pension and Benefit Cost;
Drscount rate

Expected return on plan assets

Rate of compensation merense

Components of Net Pension and Benefit Cost
Service cost

{nterast cost

Expected return on assets

Amortization of net transition obligaton
Amortization of priot service cost {credit)
Amortizaton of net loss

Net penodic pension and benefit cost

Other Changes in Plan Assess and Benefit Obligatlons Recognized as Regulatory Assats:

Nt loss (gain}
Prioy servies cost {eredit}
Amortization of net Joss (ain}
Amortization of trassition chligation {asset)
Amortization of prier service cost
Purchase accounting adjustment

Taual secognized ag segulntory sty

Totsl recognized in net periodic pension and henefit costs and #s regulatory assets

Assumptions Used to Determsine Benefit Obligutions ot Peviod End:
Diseount rare
Rate of compensation incresse

Peasion Plan

OFER Plan

Yeur Ended Decomber 31,

Yesr Ended December 31, .

1080 2009 008 2010 2009 008
5.90% 4 K% £.55% 5 94%s 6 85%% £, 55%
8 60% 825% R84, T 60% 7 64% Ty
3.71% 3.75% 370% -
s LI 15§ 15 6 s 18 4
106 107 29 52 52 50
o7 (160 {101 1 (15) (3 a9
- - 1 1 {
i 1 i m () (1
38 1 i 20 12 9
57 35 15 & 55 54
124 154 330 75 % 45
{ . —
38 (ny iy 120) un 9
{1 h {1
it m i 1 !
. - ' (4
83 142 318 55 68 32
$ 152 8 117 s m B 0§ 13§ 76
Pension Plan OPER Plan

Yeae Lnded December 31,

Year Ended Decamber 31,

2018 2609 2008 2610 2009 1008
5.50% 5% &50% 5 55% § H%o 5.85%
3,745 37% 375% - v o

26

0001621



Pension Plan

CPES Man

Year Ended December 31,

Year Ended December 31,

2018 2009 2818 109

Change in Profected Benefit Obligation:

Progected benefit obligaron &t beginuing of yeer s 1,821 1 1,556 5 %30 s 70
service gost Tl 16 6 4
interest sost 06 197 43 L]
Participast contributions 14 12
“edicare Part D revnbursement . 1 3
Actunnal {gon} loss 187 m 83 9
Bunefits pud 813 185} D (53}

Projected benefit obligation a2 end of veur 3 4952 3 [R.24] s 1404 3 299

e e

snsumuisted banefit obligation ot end of year % 1,894 b §,6%4 $ - 3

Change In Plan Asses:

Far value of gssets ot beginning of yrar 5 1,218 < 1,059 $ 06 [ 191
Actual retzen iloss) on assets 160 179 23 0
Employer contributions (a3 43 &5 iR 8
Papicipont contnbutions 14 19
Bensfits paid 813 (853 (3% 132

Fagr value of assers ot end of yesr 5 1341 s ]m $ 208 $ 08

Funded Status:

Projected benefit obligation st end of year 5 2,052 % 01821 ¢ (1,004) € (599

Fair value of nssets at end of year Y] {218 08 286

Fusded sturus at end of yeay b {711} & [ 73] 5 {796 3 {6933

{zy 2009 pension amount includes transfin of avestnents related 1o the selary deferral and supyp 1 plons totaling $31 mithon

Peoaian Plan OPER Plan
Year Ended Deeombey 31, Year Ended Decembee 31,
10E0 9% 2018 2309

Amounts Recognived in the Balance Shect Conslst of:

Oihser current Habulitics % h $ (73 5 3

Other noncurrert Habilines 1968} {600} £796) (693)

Nt Hability recogmized % {711y 3 {607y 3 {796} 5 {6931
4 15 Recopnizved as Reguiatory Assers Consist of:
Nat loss s 66 s 329 $ 26 $ 42
Prior service cast {credit) 5 n
et ransition obligation k} 3
dlet mmount recognized g 618 $ 330 3 224 3 238
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The tollowing tables provide information regarding the assumed health care cost trend rates,

Assumed Heaith Care Coxt Trend Rates — Not Madicare Efigible:

Henith care cost trend rote nssumed for next year

Rate to which the cost sread is expected 1o dechme (ihe ultimate tremd vats)
Year that the rate reaches the ylhmete trend rate

Assumed Henlth Care Cost Trend Rates — Medicare Eligible:

Health cave cost trend pie assumed for next year

Rate to which the cost trend is expected 1o decline (the ultimate trend rate)
Year thet the rate reaches the ultimate trend rate

Sensitivity Analysis of Assumed Health Care Cost Tread Rates:
Effect on acourudated postrebrement obligation
Effect on postretirenient benedits cost

. Yerr Ended December 31, !
2018 2009

9.00% 8 0%

3,000 500%

+ 2021 016

8.00% 790%

50075 590%

202t 2616

{-Percentage

{-Pereeatage

Paint Increase Point Decrente
5133 $(110)
2 N

The following tabls provides information regarding pension plans with projected benefit obligations (PBO) and accumulated benefit obligations {ABO)

in excess of the fair value of plan assets,

Pension Plans with PBO and ABQ in Excess of Plan Assets
Progected bonefit abligations

A fated benefic obhgati

Plan assets

Pension Plan and OPEB Plan Investnient Strategy and Asset Allocations

At December 31,
2010 1669
32,082 $1.821
1894 1,688
1,341 1219

The investment objective for the Retirement Plan is to invest in a suitable mix of assels o meet the future benefit obligations at an acceptable level of
risk, while minimizing the volatdity of contributions Equity securities are held to achieve retums m excess of passive indexes by participating in a wide range
of wnvestnent opportunities. International equity securtties are used to funther diversify the equity portfolio and may include investments in both developed
and emerging international markets, Fixed income securities include primarily corporate bonds from a diversified range of companies, US Treasurics and
agency securities and money ‘market instruments. The mvestment strategy for fixed income investments is to maintain 8 high grade portfolio of securities

which assist in managing the volatility and magmtude of plan contributions and expense.

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

Torget
Alfocation
Asset Category Ranges
US squities 15965000
Internations! eyuities 59,.200,
Fixed income 4(#6-70%
Oher 0% 9e 10104

The investment objective for the OPEB Plan primarily foliows the objectives of the Retirement Plan discussed above, while mamtaning sufficient cash
and short-term investments {o pay newr-term benefits and expenses. The actual amounts at December 31, 2010 provided below are consistent with our asset
) :

aliocation targets.
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Fuair Vidue Measarement of Peusion Plan Assets

At December 31, 2014 and 2009, pension plan assets measured at fair value on & recurming busis consisted of the following:

At December 31, 2010 At Decembay 31, 2005
Level § Level 2 Level 3 Fatal fevel | Levell bevel 3 Taist

Asset Catepory
Interest-beanng cash 5 s 12 L3 R % 42 s &0 % s o
Equicy secunsies

Us 259 58 . 37 w07 147 354

Isternationel 152 32 204 156 L1 204
Vixed income secuwrities

Carpurate bonds (2 678 598 552 552

18 Treaguries 5] 13 i3 13

Other (b} 38 53 7 27
Praferred securines g 3 ) g

Total assets % 41 % 43t 3 3 & £,341 $ 363 347 5 3 $ 1,219
(s} Substaanaily all corpornte bonds are raeed invastment yrade by & mujor rahngs agency such as *400dy’s
{(b)  Other vemists primurily of US agency seamties
Thers was no change in the far value of Level 3 assets in the pertods presented.
Fair Value Measurement of OPEB Plan Assets
At December 31, 2010 and 2009, OPES plan assats measwred at fair value on 2 recurring basis consisted of the following,
At Decombar 31, 2010 At December 31, 2009
Level Leval 2 Level 3 Total Level ] Level 2 favnl 3 Total

Asset Categary
{asprest-beanng cash 5 s it 5 s i1 3 i3 s 3 18
Equity secunties

us 53 4 63 33 12 67

Internationsl 7t & 3 % 4 W
Fised incoms sscunties:

Corporate bonds (a) 54 54 9 FTy

U8 Treasurea 1 § 1 i

Other (b) N 3 48 3% 2 b}
Prefarred secusicies — ! i 1 i

Tord assuts 3 3% B R 11y 88 S

{e} Swvbstantially all corporate bonds are mted mvestment prade by a mager rabags agency sach as Moody's
{by  Cuher consicts prmarily of US ngency secutines

There was no significant change in the far value of Level 3 assets m the periods presented.
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Expected Long-Term Rate of Rettirn on Assets Assumption N
‘The Retirement Plan strategic asset allocation is determined in congunction with the plan’s advisors and wlitizes a comprehensive Asset<liability
modeling study to cvaluate potential long-term outcomes of various investinent strategies, The study mcorporates long-torm rate of return assumptions for
cach asset class based on historical and future expected asset class returns, current market conditions, rate of wflation, current prospects for economic growth,
and taking into account the diversification benefits of investing in multiple asset classcs and potential benefits of employing active investment management.

fsticement Plan GPES Plan
Expected Long-Term Expected Long-Term
Asset Clas Rate of Return . Plan Type Returns
US equity secunties 84% 4B1¢R) sccounts l 7.7%
{nternational equity secunnas 880 Life Insuionee VEBA & 1%
Fived ncoms securities 5.9% Umion VEBA 6.7%
Praferred securities 0.0% ; Non-Urion VEBA 2.0%
"% 7.4%

Significant Concentrations of Risk

The plans’ investments are exposed to risks such ag interest rate, capital market and credit risks. EFH Corp. seeks to optimize retum on investment
consistent with levels of liquidity and investment risk which are prudent and reasonable, given prevailing capital market conditions and other factors specific
to pasticipating employers. While EFH Corp. recognizes the importance of return, investments will be diversified in order to minimize the risk of large losses
unless, under the circumstances, it is cleardy 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 nsk of large lasses.

Assumned Discount Rate

EFH Corp. selected the assumed discount rate using the Hewint Top Quartile yield curve, which is based on scwal corporate bond yields and at
December 31, 2010 consisted of 141 corporate bonds rated AA or higher as reported by cither Moody's or S&P.

Amortization in 2011

-

tr 2011, amontization of the net actuarial loss and prior service cast fur the defined benefit pension plan from regulatory assets into net periodic benefit
cost is expected to be $63 million and $1 mitlion, respectively. Amortization of the net actuanal loss. prior service credit, and transition obligation for the
OPEB plan from regulstory assets into et periodic benefit cost is expected (o be 327 million, 8 $1 mllion credit and $1 million, respectively.

Pension and QPEB Plan Cash Contributions

Oncor's contributions (¢ the benefit plans were as follows:

+
Year Ended D Bber 31,

2018 2009 2008
Pension plan contributions s 40 3 X 66 % 46
OPER plan contrrbutions - iR i3 11
Oneor Plan contributtons 3 .
Total contnbutions 3 61 3 81 3 N 17

Oneor's estimated funéing in 2011 of the EFH Corp. pension and OPEB plans and the Oncor Plan is $173 mdlion, $18 million and 33 million,

respectively. /
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Futnre Benefit Payments

Cstimated future benefit payments to (receipls from) beneficiaries are s follows:

11 22 213 MWi4 10185 2016-24
Pension benefits $ a4 s 160 4 105 5 111 13 Y 3 &0
OPEB $ 5t $ 34 $ 58 $ 62 $ 5 $ 386
Madicare Part ) subsidies $ ] 5 8 % % % 8 e $ “y
Thrift Plon

Employess of Oncor may participate i 2 qualitied savings plan, the EFH Corp. Thrift Plan (Thrit Plan). This plan & a participant-directed defined
contribution pian intended 1o qualify under Section 401{a) of the Code. and is subject 10 the provisions of ERISA. Under the terms of the Thafl Plan,
emplnyvees who Jo not enrn more than the IRS threshold compensation timit used to determine highly compensated employces may contribute, through pre-
tax salary defenrals amdfor aller-tux applicabie payroll deductions, the lesser of 73% of their regular salary or wages or the maximum amount permited under
Imw, Employe2s who eam more than such threshold may contribule from 124 50 16% of their regular sabury or wages. Employer matching contributions are
alwo made ia an amount cqual to 100%: of the first 6% of employes contributions for employees who are covered under the Cash Balancy Formula of the
Retirement Plan, and 75% of the first §% of cmiployee contributions for employees who are covered under the Traditronal Retirement Plan Formula of the
Retirement Plan. Emplover matching contribulions are made in cash and may be allocated by participants to any of the plan's investment options. Oncor's
corributions to the Thrift Plan totaled $11 million, 511 million and 39 miltion for the years ended December 31, 2010, 2009 and 2008, respectively,

14, STOCK-BASED COMPENSATION

in 200%, Oncor established the Oncor Electric Delivery Company LLC Stock Appreciation Righls Plan (the SARs Plan) uader which cortain of its
employees may be granted stock appreciation rights (8ARs) payable in cash, ur in some circumstances, Oncor units, Two 1ypes of SARs may be graneed
under the SARs Plan. Time-based SARs (Time 5ARS; vest solely based upon continued employment ratably on an snnual basis on each of the {irst five
anniversaries of the gramt date. Performance-tased $SARs (Performance SARs) vest hased upon both continued employment and the achievement of a
predetermned level of Oncor EBITDA gver time, penerally ratably over five vears based upon annual Oncor EBITDA levels, with provisions for vesting «f
the annual fevels are nol achieved but cumolative bwo- or three-year total Oncor EBITDA lgvels are achieved Time and Performance SARs may also vest in
part of in full upon the occurrence of certain specified liquidity events and are exercisable only upon the vecurrence of certain specified ligquidity events. Since
the exercisability of the Time and Performance SARs is conditioned upon the occurrence of a liquidity event. compensation expense will not be recorded until
it is probable that a liquidity event will uceur Generally, awards ynder the SARs Plan termunate on the tenth anniversary of the grant, unless the participant's
enployment s rmmated earlier under certain circumstances.

tn February 2009, Oncor also established the Oncor Electric Delivery Company LLC Director Stock Appreciation Rights Plan {the Dircctor SARs Plan)
under which certain son-employee members of its board of directors and other persons having a relationship with Oncor may be granted SARs payable 1n
cash, or in some circumstances, Oncor units. SARs granted umier the Director SARs Plan vest in eight equal quarterly installments over a two-year period and
are exercisable only upon the occurrence of cenain specified Hquidity events. Since the exercisability of these SARs is conditionzd upce the occurrence of a
bnddity event, expense will not be recorded until it is probable a lquidity event will oceur,

SARs under the SARs Plan and the Director SARs Plan are generally payable in cash based on the fair market value of the SAR on the date of exercise,
Duning the year ended December 31, 2010, Oncor grmted 80,000 Time SARs and 80,000 Performance SARS under the SARs Plan. At December 31, 2010,
Time 3ARs vested totaled 4.2 million and Performence SARs vested totaled 2.8 mullion. No SARs were granted under the SARs Plan during the year ended
December 31, 2009. Oncor granted 6.9 multion Tume SARs and 6.9 Performance SARs under the SARs Plan during the yvear ended December 31, 2008. Oncor
granted 33,000 SARs under the Director SARS Plan during the year ended December 31, 2009, and all such SARs were vested at December 31, 2614, There
were no SARs under either plan eligible for exercise at December 31. 2010,
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15, RELATED-PARTY TRANSACTIONS

The following represent our significant related-party transactions: /

Oncor records revenue from TCEHM, principally for electricity delivery fees, which tolaled S1.1 biflion for the year ended December 31, 2010, and $1.0
billion for each of the years ended December 31, 2009 and 2008, The fees are based on rates regulated by the PUCT that apply to all REPs. The balane
sheets at December 31, 2010 and 2009 reflect recevables from TCEH totahing $143 mullion and $151 million, respectively, pnimarily related to these

electricity delivery fees. These revenues included approximately $2 million for each of the years ended December 31, 2010, 2005 and 2008 pursuant to a
ransformer maintenance agreement with TCEH.

Oncor recognizes interest income from TCEH with respect to its generation-related regulatory assets, which have been securitized through the issuance of
transition bonds by Bondeo, The interest income, which 15 received on a monthly basis, serves to offSet Oncor's interest expense on the transition bonds,
This interest income totaled $37 million, $42 million and $46 milhon for the years ended December 31, 2010, 2009 and 2008, 'respectively,

tncremental amounts payable by Oncor related 1o income taxes as a result of delivery fee surcharges to customers related to transition bonds are
rewmbursed by TCEH. Our financial statements reflect a note receivable from TCEH 1o Oncor of $217 nullion ($39 million reported as current in trade
accounts and other receivables from affiliates) at December 31, 2010 and $234 million (337 million reported as current in trade accounts and other
receivables from affiliates) at December 31, 2009 related to these income taxes. We review economic conditions, TCEH's credit ratings and historical

payment activity to assess the overali collcctability of these affiliated receivables At December 31, 2010, there were no credit loss allowances related to
the note receivable from TCEH.

An EFH Corp. subsidiary charges Oncor o certain administrative services at cost. These costs, which are reported in operation and maintenance
expenses, totaled $36 miltion, 322 mullion and $24 million for the years ended December 31, 2010, 2009 and 2008, respectively.

Under Texas regulatory provisions, the trust fund for decommissioning the Comanche Peak nuclesr generation facility {reporied on TCEH's balance
sheet) is fundad by a delivery fee surcharge Oncor coliects from REPs and remits monthly to TCEH. Delivery fee surcharges totaled $16 miltion for each
of the years ended December 31, 2010, 2009 and 2008, These trust fund assets are established with the intent to be sufficient 1o fund the estimated
decommissionmg lisbility (also reported on TCEH's balance shest). Income and expenses associated with the trust fund and the decommussioning liabality
recorded by TCEH are offset by a net change in Oncor's intercompany receivable/payable, which in turn resulis in a change in Oncor's reported net

regulntory assetliability. A regulatory liability represeats the excess of the trust fund balance over the net decommissioning liability, and a regulatory
asset represents the excess of the net decommussioning fiability over the trust fund hatance.

The change from a regulatory asset of 385 million at December 31, 2009 to a regulatory liability of $206 million at December 31, 2010 reflects a new
devomimissioning cost estitnate completed in the second quarter of 2810. In accordance with regulatory requirements, a new cost estimate is completed

every five years. The change reflected lower cost escalation assumptions ds compared to the previous estimate, resviting in a decline in the estimated
decommissioning liability {see Note 3).

'

Onrcor has 2 19 5% limited partnership interest, with a carrying value of $1 million and $3 mitlion at December 31, 2019 and 2009, respectively, inan
EFH Corp. subsidiary holding principally soflwars-related assets. Equity losses related to ths interest are reported in other deductions and totaled $2

million, $2 million and $4 million for the years ended December 31, 2010, 2009 and 2008, respectivety. These losses primarily represent amortization of
software assets held by the subsidiary.

'
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* tinder the terms of a tax sharing 3greement, we arg obligated to muke payments to EFH Corp. in an aggregate amount that is substantially cqual to the
amount of federal income taxes that we would have been required to pay if we were {iling our own corporate incoms tax return. Also under the terms of the
tax sharmg agreement, Oncor makes similar payments o Tevas Transmission and Investment LLC, pro rata in accordance with their respective
membershup interests in Oncor, in an aggregate amount that is substantially equal to the amount of federal come taxes that Oncor would have been
vequired to pay if it were filing Hs own corporate income tax remrn. In addition, consistent with the tax sharing agreement, we remit o EFH Corp Texas
margin tax payments, which are accounted for as income taxes, caloulated as if we were {lling our own retum Our resulis are included 1 the consolidated
Texas state margin tax return filed by EFH Corp. 8¢e discussion in Note | to Financwal Statements under “Income Taxes.™ At December 31, 2010, we had
amounts due from EFH Corp, under the agreament totaling 372 million. We had amounts due to EFH Corp. related to income taxes otaling $5 million at
December 31, 2005, Income tax payments o EFH Corp. in the year ended December 31, 2010 wotaled $107 miilivon and Oncor paid $21 million in fedsral
income tax-related payments to Texas ransmission and Investment LLC.

Oncor held cash collateral of $4 mitlion and 315 million at December 31, 2010 and 2009, respectively, from TCEH related to interconnection agreements
for generation units being developed by TCEH. The colisieral is reported m the balance sheet in other current Habilities. In January 20190, Oncor retumed
$11 mutlion of the collateral and pad $1 mvllion in interest pursuant to PUCT rules related 1o these generating onits.

-

Certain transmission and distribulion utilities in Texas have taddffs in pluce to assure adequate credit worthiness of any REP 1o support the REP's obligation
ta collect transiton bond-related charges ou behalt of the vulity. Under these tariffs, as a result of TCEH's credit rating being below investment grade,
TCEH is required to post collateral support in an amount equal to estimated transition charges over specitied time poriods. Aceordmgly, at December M,
2010 and 2009, TCEH had posted letters of credit in the amounts of 314 miltion and $15 million, respectively, for Oncor's benefin

{n October 2007, Oncor entered into its current $2 bilhion revolving credit facility with a syndicate of financial institutions and other lenders. The syndicate

includes affitistes of G§ Capital Partners (a member of the Spoasor Group)., Affilistes of GS Capital Partners have from time-to-time engaged in
commercial banking transactions with us in the normal course of business.

Affiliates of the Sponsor Group have, and from time-to-time may (1} sell, acquire or participate in the offerings of our debt or debt securities in open
market transactions or through Joan syadications, and (23 perform various financial advisory, dealer, commercial banking and investment banking services
for Oncor and cenjain of our affiliates for which they have received or will receive customary fees and expenses.

Goldman, Sachs & Co. (Goldman}, an affiliate of the Sponsor Group, received $285,000 in fees for serving as a senior co-dealer manager in Oncor's offer
to exchange up to an aggregate of 3675 million of senior secured notes for New Notes in s pravate placement exchange that closed in October 2010, In
connection with the exchange offer, Oncor emered into a registration rights agreement with Goldman and the other dealer managers in the exchange
Pursuant 1o the registration nghts agreement, Oncor agreed, subject to certain exceptions, o file a registration statement with the SEC with respect o a
registered offer 1o exchange the New Notes for publicly registered notes, or under certain circumstances, a shelf registration statement to cover resales of
the MNew Notes. Oncor also agreed to file a registration statement Containing a "market makmg prospectus™ and to keep it effective, subjoct to certam
exceptions, for a period of sen years afler the issue date of the New Notes, See Note 7 for information regarding the debt exchange.

In September 2010, Oncor completed a $473 million sentor scoured notes private placement otfering. In conjunction with the oifering, Oncor entered into a
registration rights agresment with various investment banks as representatives of the initial purchasers in the private placement. KKR Capital Markets

LLC, an affiliate of KKR (a member of the Sponsor Group) received $1235.000 m fees for serving as a co-manager in the offering. See MNote 7 for
wformation regarding the debt offermg.
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« Affiliates of the Sponsor Group have. from time-to-time, and may m the future sell, acquire or participate in offerings of Oncor's debt or debt
secunties in open market transactions or through lean syndications.

See Notes 4, 9, 10 and 13 for information regarding the tax sharing agreement, distributions to EFIH and nencontrolling interests and the allocation of
EFH Corp.'s peasion and OPED costs, respectively

16, SUPPLEMENTARY FINANCIAL INFORMATION

Variable Interest Entitics

Oncor is the primary beneficiary and consolidates a wholiy-owned VIE, Bondco, which was organized for the himited puarpose of issuing specific
transition bonds and purchasing and owning transition property acquired from Oncor that 1s pledged as collateral to secure the bonds. Oncor acts as the

servicer for this entity to collect transition charges authorized by the PUCT. These funds are reminted to the trustee and used for interest and principal
payments on the transition bonds and related costs.

The material assets and Habilities of Bondco are presented separately on the face of our Consolidated Balance Sheet hecause the assets are restricted
and can only be used to seitle the obligations of Bondeo, and Bondceo's creditors do nut have recourse to our general credit or asseis.

-Ouf maxmmum exposure does not exceed our equity investment in Bondeo, which was $16 million at both Decembar 31, 2010 and 2009. We did not
provide any financial support 1o Bondco during the years ended December 31, 2010 and 2009,

Other Income and Deductions ‘
Year Ended December 31,
2840 009 2608
Other income.
Aceretion of adj {di } to reguintory assets due o purchase secounting 3 34 $ 39 s “
Revarsal of axit Habulities vess aded In connection with the ination of cutsonrcing arrang {Note i 1) . 10
Mot gain on sale of other properties and investments Pl t
‘Fatak other income s 36 5 49 3 £5
Other deductions:
Custs related 1o 2005 ciges rte setlement 5 - 5 2 § 13
Professional fees 4 5 5
Equay losses in unconsolidated affilinte (Note 14) 2 2 4
Other b3 5 3
Totat pther deductions $ B s 14 [y 15
Major Customers

Distribution revenues from TCEH represented 36%, 38%5 and 39%; of total operating revenues for the years ended December 31, 2010, 2009 and 2008,
respectively. Revenues from subsidiaries of one nonaffilisted REP collectively represented 12%, 14% and 16% of total operating revenues for the years ended
December 31, 2010, 2009 and 2008, respectively No other customer represented 0% or more of tota) operating revenugs.
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interzst Expense and Reluted Charges

{ntzrest sxpense

Amortzaton of far value debt discounts resuliing om purchase accounting

Amortizathon of debt issuance couts and discounts

Allowanes for funds used during cunstruction  capuntized intersst poron
Totl interest expense and related charpes

Frade Accounis Receivable

Ciross trade necounts seggivable
Trade accounis recesvabls from TCEH
Allowance far uncollectibhe accounts

Trade sccounts receivable from acnaffiliates  net

Year Knded December 31,

2310 2409 2068
5 342 338 s 34
2 3
H 5
2 2 2
g 247 6 % 25
Decemher 31,
2618 Bk
b 389 3 393
{133} {150y
(13 12}
5 354 5 243

Gross trade atsounts receivable at Decamber 31, 2010 and 2009 included unbiiled revenues of $126 miltion and $141 million, respeciively,

In Apnl 2009, the PUCT finalized a new rule relating to the Cerntificatiun of Retail Blectric Providers, Under the new rule, write-otfs of uncollectible
amounts owed by REPs are deferred as a regulatory asset. Accordingly, Oncor recognized 2 33 milfion one-time reversal of bad dett expense in 2009
representing bad debt reserves previeusly recognized for nonaffiliatzd REP accounts recewvable. Due to the commitments made to the PUCT in 2007, Oncor
may not recover bad debt cxpense, or certain other costs and expenses, from ratepayers in the event of a default or bankruptcy by an affiliate REP

Property, Plant and Equipment

Composite Depreciation Rate/

Avg, Life ai December 31, 2019

At Becember 31,

1050 2889

Asgeion wrvice
Dustswbuoon 4.8% - 22 0 years b 3112 8,778
Traasmusson 25% 34 6 yews 4372 307
(nher assets £.9% 1] Syews 728 375
Total . 14,212 3,374
Less acsumulnted Jepreciation 481D 5444
et of accurmsinted depresiation 9,462 2,830
Construction wok in progress 283 32t
fleld for future use 21 23
Property, plant sad equipment  aet M G874 9,474

Deprecianon expense as a percent of average depreciable property approximated 4.0%, 3.1% and 2.8% for 2610, 2009 and 2008, respentively
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Intangible Assets

{ntangible assets other than goodwill reported in our balance sheet arg comprised of the following:

Identifinble intangible assets subyect to amoreation included i propeny. plant and squipment:

Land sasements
Capunlized softwere

Total

3

At December 31, 2610 At December 3, 2009
Gross Gross )
Carrying  Aconmulated Carrying  Accumuinted
Amount  Amortization Net Amount  Amortization Net
3 ot § YA 128 % igg 3 7% I
338 142 196 240 104 136
3 538 3 218 8 2408 428§ 17 8 252

Aggregate ymortization expense tor intangible assets totaled $39 million, $27 mullion and 319 million for the years ended December 31, 2010, 2005 and
2008. respectively At December 31, 2010, the weighted average remaining useful lives of capitalized land easements and soflware were 82 years and 5 years,
respectively. The estimated aggregate amortization expense tor each of the next five fiscal years is as follows:

Agnortization

Year . Fxpense *

2011 $44
2642 33
"

W13 31
2014 33
3015 11

t

At hoth December 31, 2010 and 2009, goodwl{ iotaling $4.1 billion was reported on the balance sheet, None of this goodwill is being deducted for tax

purposes. See Note 2 for discussion of the goodwill impairment.

Other Noncurrent Liabilities and Deferred Credits

Renrament pian and other employes benefits
Lbilites related to subsidiary tax sharing agr
Uncertam tox positions (including accreed interesty
Muclear dec&mmissiomng cost under-recovery payable 1o affilinte (Note 15}
Other
Totwd  /

Supplemental Cash Flow Information

Cash payments refated to,
interest N
Capriahized unerest
tnterast poadd {net of wounts capualized)
Income taxes
Noncagh mevesting and finanong scuvitiess
Moncash constroction expenduures (o}
Noneash caputal sontribution related 10 senlement of cortam income taxss payable (b}
Noreash distribstion of investment to parest
Debt exchange transsations « Cagor (Nute 7)

At December 31,

2010 2009

$ 1,560 $ 1,343

95 321

160 91

85

; 41 3%
s 1.996 S 1,879

Yoar Ended December 31,
2016 2009 7 2008

3 339 s 337 $ 284
2 8] (]

337 335 278

128 28 63

78 61 49

46 50
24

324

() Represents end-of-period seerualy

{1 Reflects noncash serdement of cortawn incoms taess pay able arising os a result of the sale of noncontrolling interests w Ungor
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17, CONDENSED FINANCIAL INFORMATION OF REGISTRANT

Incorne tax {sxpense) benefit
Equity in sarmngs (Josses) of subsidiary
Het moome tioss)

See Netes to Financial Statements,

Cash provided by operating sctiviies

Cash used 1t Hrancing activities

Net change in cash and cash equivaiens

Cash and cash equivalenss  beginning balanee
Cash and cash equivalents  endimy balsnes

See Notes to Financral Statements

ONCOR ELECTRIC DELIVERY HOLDINGS COMPANY LLC
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
CONDENSED STATEMENTS OF INCOME (LOSS)

{millions of dollars}

Year Ended December 31,

2018 1089 2008
s 3] 5 3 4
282 256 3
s r7 ¥ 236 b} {323)
CONDENSED STATEMENTS OF CASH FLOWS
(ritliony of dotlars)
Year Eaded December 3,
2610 649 1008
s 16% 5 246 3 33
(169} {216} {330)
i
{ |
3 H $ i 3 1
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| Cumrent as<ely’
€ ash and cash squvalents
Income taxes recavable from EFH Corp
Other current susets
Total current assets
Investments

Total ossets

Currant labdities:
Other current labilities
Totat cusvent linbihities

A lated deferred taxgs

Other noncurrent lisbilines nnd deferred credits
Total Habihties

bimmbasrship taterest

Total Labibides vad membership nterest

See Motes to Fingacial Stements,

ONCOR ELECTRIC DELIVERY HOLDINGS COMPANY LLC
CONDENSED FINANCIAL INFORMATION OF REGISTRANY

CONDENSED BALANCE SHEETS
{millions of dollars)

ALD 31,
2010 2065
ASBETS
s 1 % !
3
2 2
3 6
5,889 5,804
) 1 5,992 s 5,810
LIABILITIES AND MEMBERSHIP INTEREST
$ s 3
/ 3
53 9
295 311
34% 413
5,544 5,395
s 5,891 s 5,819
13
H
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ONCOR ELECTRIC DELIVERY HOLDINGS COMPANY LLC
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
NOTES TO CONDENSED FINANCIAL STATEMENTS

Basis of Presentation

The accompanying unconsolidated condensed balance sheets are presented at Decomber 31, 2010 and 2009, and the accompanying statements of
income (loss) and cash fows are presented for the years ended December 31, 2010, 2009 and 2008 We are a Delaware himired Hability company wholly-
owned by EFIH, which is a wholly owned subsidiary of EFH Corp. As of December 31, 2010, we own approximately 80%% of the membership iderests in
Onceor. Certain information and footnote disclosuzes normally included in financial statements prepared in accordance with US GAAP have been omitted
pursuant to the rules of the SEC. Because the unconsolidated condensed financial statlements do not include all of the mformution and footnotes reguired by
US GAAP, they should be read 1 conjunction with the consolidated financsal stalements and Notes | through 16, Our subsidiaries have been accounted for
under the equity method. All dollar amounts in the financal statements are stated m milhons of US dollars uniess otherwise indicated.

Referenoes herein 1o "we," “our,” "us,” and “the company” are to Oncor Holdings and/or its direst or indirect subsidiaries as appareat m the context,

Distribution Restrictions

While there are no direct restrictions on our ability 10 distribute our net inceme that are cusrently material, substantially all of our net income is derived
trom Oncor. Our buard of directors and Oncar's board of directors, which are composed of a majority of ndependent directors, can withhold distributions to
the extent the bosrds determine that it is necessary to retain such amounts to meet vur expecied future requirements.

Dacor's distributions are Hmited to iis cumulanive net income and may not be paid except 1o the extent Oncor maintains a required regulatory capital

structure, as discussed below. At December 31, 2010. $44 million was eligible 10 be distributed 1o Oncor's members afler taking into account these
restrictions, of which 80% relates o our ownership interest.

For the period beginning Cetober 11, 2007 and ending December 31, 2612, Oneor's cash distnibutions (other than distabutions of the procesds of any
issuange of imited liainfity company units} are lumited by the Limited Linbility Company Agreement and a stipulation agreement with the PUCT {see Note 3)
10 an amount Aot io exeeed its cumulative net income determined in accordance with US GAAP, as adjusted by applicable orders of the PUCT. Such
adjustments exclude the noncash impacts of purchase accounting (1o date, consists of removing the effect of the 2008 $860 million goodwill impairment
¢large and the comulative amount of net aceretion of fair valuz adjustments) and deducting two specific cash commitments 1the $72 million (346 million after
tax) one-lime refund to customers in September 2008 and funds spent as part of the $100 million commitment for additional energy efficiency initiatives of
which 346 anilion ($30 million afler tax) has been spent through December 31, 2010). The goodwill impairment charge and refund are described in Notes 2

and 3 At December 31, 2010, $141 ullion of membership wierests was available for distribution under the cumulative net income resteiction, of whicls 8%
relates to our ownership interest,

Distributions are further limited by Oncor's required regulatory capital structure to be at or below the assumed debt-to-equity ratio established
periodically by the PUCT for ratemaking purposes, which is currently set al 60% debt to 4090 equity. At December 31, 2010, Oncor's regulatory capitalization
ratio was 39.7% debt and 40.3% equity. The PUCT has the authority to determine what types of debt and equity are included ina utility's debt-to-equity ratio,
For purposes of this ratio, debt is calculated ss long-teem debt plus unamortized gains on reacquired debi less unamoctized issuance expenses, premiums and
josses on reacquired debt, The debt ealculation exchudes transibion bonds issued by Bondeo, Equity is calcuiated os membearship interests deteomined in
accordance with US GAAP, excluding the effects of purchase accounting (which included recording the initial goodwill and fair value adjustments and the
subsequent related impairments and amortization). At December 31, 2010, $44 mitlion of membership interests was avaitable for distribution under the capital
structure restriction. of which 80°s relates to our ownership interest. fn January 201 1. Gneor filed for a rate reviaw with the PUCT and 203 cities that, among

other things, requesied a revised regulatory capital structure of 53% debt to 45%s equity, which of approved as requested, would further limit Oncor's
distributions,
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i Febroary 15, 2011, Oncor's board of directors declared a cash distribution of approximately $16 million to be pamd to us on February 16, 2011
During 2010 and 2009, Oncor's board of directors declared, and Oncor paid to us cash distributions totaling $169 million and 3216 miltion, respectively.

The net procexds of $1.253 bitlion from Oneor's sale of equity interests in November 2008 were distributed to EFIH and ultimately to EFH Corp
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