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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre:

ENERGY FUTURE HOLDINGS CORP., etal.,

Debtors.

N N e N N N

Chapter 11
Case No. 14-10979 (CSS)

(Jointly Administered)

AMENDED-DISCLOSURE STATEMENT FOR THE THIRD
AMENDED JOINT
PLAN OF REORGANIZATION OF ENERGY FUTURE HOLDINGS
CORP., ET AL., PURSUANT TO CHAPTER 11 OF THE BANKRUPTCY CODE

KIRKLAND & ELLIS LLP
601 Lexington Avenue
New York, New York 10022

RICHARDS,LAYTON & FINGER, P.A.
920 NorthKingStreet
Wilmington, Delaware 19801

Telephone: (212)446-4800 Telephone: (302)651-7700
Facsimile: (212)446-4900 Facsimile: (302)651-7701
--and--

300 North LaSalle

Chicago, Illinois 60654
Telephone: (312)862-2000
Facsimile: (312)862-2200

Counselto the Debtors and Debtors in Possession
__and__

PROSKAUERROSELLP
ThreeFirst National Plaza

70 W. Madison Street, Suite 3800
Chicago, Illinois 60602
Telephone: (312)962-3550
Facsimile: (312)962-3551

O’KELLY ERNST & BIELLI, LLC
901 North Market Street

Wilmington, Delaware 19801
Telephone: (302) 778-4000
Facsimile: (302)295-2873

Co-Counselto the Debtor Energy Future Holdings Corp.

--and--

! The last four digits of Energy Future Holdings Corp.’s tax identification number are 8810. The location of the

debtors’ service address is 1601 Bryan Street, Dallas, Texas 75201. Due to the large number of debtors in the
Chapter 11 Cases, which are being jointly administered, a comp lete list of the debtors and the last four digits of
their federal tax identification numbers is not provided herein. A complete list of such information may be
obtained on thewebsiteofthedebtors’ claims and noticing agent at http://www.efhcaseinfo.com.
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CRAVATH,SWAINEAND MOORELLP
WorldwidePlaza

825 Eighth Avenue

New York, New York 10019

Telephone: (212)474-1978

Facsimile: (212)474-3700

JENNER&BLOCKLLP
919 Third Avenue

New York, New York 10022
Telephone: (212) 891-1600
Facsimile: (212)891-1699

Co-Counselto the Debtor Energy Future Intermediate Holding

Company LLC

--and--

MUNGER, TOLLES & OLSONLLP
355 SouthGrand Avenue, 35thFloor
Los Angeles, California 90071
Telephone: (213)683-9100

Facsimile: (213)683-4022

Co-Counselto the TCEH Debtors

STEVENS & LEE, P.C.

1105 North Market Street, Suite 700
Wilmington, Delaware 19801
Telephone: (302)425-3310
Facsimile: (610)371-7927

MCELROY, DEUTSCH, MULVANEY
& CARPENTER, LLP

300 Delaware Avenue, Suite770
Wilmington, Delaware 19801
Telephone: (302)300-4515

Facsimile: (302)654-4031

THIS IS NOT ASOLICITATION OF AN ACCEPTANCE OR REJECTION OF THE PLAN WITHIN THE
MEANING OF SECTION 1125 OF THE BANKRUPTCY CODE. ACCEPTANCES OR REJECTIONS OF
THE PLAN MAY NOT BESOLICITED UNTIL ADISCLOSURE STATEMENT HAS BEEN APPROVED
BY THE BANKRUPTCY COURT. THIS DRAFT DISCLOSURE STATEMENT HAS NOT BEEN
APPROVED BY THEBANKRUPTCY COURT .

| Dated: July23Auqust 10,2015

This Disclosure Statement for the Joint Plan of Reorganization of Energy Future Holdings Corp. et al.,

Pursuantto Chapter 11 of the Bankruptcy Code amends, modifies, and sup ersedes the disclosure statement that
was filed with the Court on April 14, 2015 at Docket No. 4143, without prejudice to the Debtors’ ability to file

furtheramended versions in thefuture.
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IMPORTANT INFORMATION REGARDING THIS DISCLOSURE STATEMENT

DISCLOSURE STATEMENT, DATED [DATEJAUGUST 10,2015

SOLICITATION OF VOTES
ON THESECOND AMENDED JOINT PLAN OF REORGANIZATION OF
ENERGY FUTURE HOLDINGS CORP., ET AL,
PURSUANT TO CHAPTER 11 OF THEBANKRUPTCY CODE

From the Holders of Outstanding:

Voting Class Name of Class Under the Plan

[

GlassAS

SlassB5 EFH--BO0-Note-Guaranty-Clabs

SlassB6 GeneraHhsectred-ClaimsAgainst the EFHH-DBebters

Class B9 Interests in EFIH

ClassC3 TCEH First Lien Secured Claims

ClassC4 TCEH Unsecured Debt Claims

Class C5 General Unsecured Claims Against the TCEH Debtors Other Than EFCH

IF YOU ARE IN ONE OF THESE CLASSES, YOU ARE RECEIVING THIS DOCUMENT AND THE
ACCOMPANYING MATERIALS BECAUSEYOUAREENTITLED TO VOTEON THEPLAN.

RECOMMENDATION BY THE DEBTORS

THE BOARD OF MANAGERS ORDIRECTORS (AS APPLICABLE) OR THE SOLE MEMBER OF
EACHOF THEDEBTORS HAS APPROVED THE TRANSACTIONS CONTEMPLATED BY THE PLAN
AND DESCRIBED IN THIS DISCLOSURES TATEMENT AND RECOMMEND THAT ALL HOLDERS

OF CLAIMS OR INTERESTS WHOSE VOTES AREBEING SOLICITED SUBMIT BALLOTS TO

ACCEPT THE PLAN.
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DELIVERY OF BALLOTS

BALLOTS AND MASTER BALLOTS, AS APPLICABLE, MUST BEACTUALLY RECEIVED BY THE
SOLICITATION AGENT BY THE VOTING DEADLINE, WHICH IS 4:00 P.M. (PREVAILING
EASTERN TIME)ON OQCTOBER 72015 THE DATE THAT IS 10 DAYS BEFORE THE HEARING TO

*AT THE FOLLOWING ADDRESSES:

FORALL BALLOTS OTHER THAN MASTER BALLOTS

VIA FIRST CLASS MAIL:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
P.O.B0OX 4422
BEAVERTON, OREGON 97076-4422

VIA OVERNIGHT COURIER OR HAND DELIVERY:

EFHBALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
10300 SWALLEN BOULEVARD
BEAVERTON, OREGON 97005

FORMASTERBALLOTS

VIA FIRST CLASS MAIL, OVERNIGHT COURIER, OR HAND DELIVERY:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
777 THIRD AVENUE, 12™FLOOR
NEW YORK, NEW YORK 10017

IF YOURECEIVED AN ENVELOPEADDRESSED TO YOUR NOMINEE, PLEASE ALLOW ENOUGH
TIME WHEN YOU RETURN YOURBALLOT FORYOURNOMINEETO CAST YOURVOTEON A
MASTER BALLOT BEFORE THE VOTING DEADLINE.

BALLOTS RECEIVED VIA EMAIL OR FACSIMILEWILLNOT BE COUNTED.

IF YOUHAVEANY QUESTIONS ON THEPROCEDURE FOR VOTING ON THE PLAN, PLEASE
CALL THE DEBTORS’ RESTRUCTURING HOTLINE AT:

(877) 276-7311

READERS SHOULD NOT CONSTRUE THE CONTENTS OF THIS DISCLOSURE STATEMENT AS
| PROVIDING ANY LEGAL, BUS INESS, FINANCIAL, OR TAX ADVICE AND SHOULDARE URGED TO
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CONSULT WITH THEIR OWN ADVISORS BEFORE CASTING A VOTE WITH RESPECT TO THE
PLAN.

THE SECURITIES TO BE SSUED PURSUANT TO THE PLAN HAVE NOT BEEN REGKSTERED
UNDER THE SECURITIES ACT OF 1933 (THE “SECURITIES ACT”) OR SIMILAR STATE
SECURITIES OR“BLUESKY” LAWS.

THE SECURITIES TO BE ISSUED IN CONNECTION WITH THE PLAN HAVE NOT BEEN
APPROVED OR DSAPPROVED BY THE S ECURITIES AND EXCHANGE COMMESION (THE “S EC”)
OR BY ANY STATE SECURITIES COMMISSION OR SIMILAR PUBLIC, GOVERNMENTAL, OR
REGULATORY AUTHORITY, AND NEITHER THE S EC NOR ANY S UCH AUTHORITY HAS PASSED
UPON THE ACCURACY OR ADEQUACY OF THE INFORMATION CONTAINED IN THES
DIS CLOSURE STATEMENT ORUPON THE MERITS OF THE PLAN.

SEE SECTION IX OF THE DISCLOSURE STATEMENT FOR IMPORTANT SECURITIES LAW
DIS CLOSURES.

CERTAIN STATEMENTS CONTAINED IN THIS DISCLOSURE STATEMENT, INCLUDING
PROJECTED FINANCIAL INFORMATION AND OTHER FORWARD-LOOKING STATEMENTS, ARE
BASED ON ESTIMATES AND ASSUMPTIONS. THERE CAN BE NO ASSURANCE THAT SUCH
STATEMENTS WILL BE REFLECTIVE OF ACTUAL OUTCOMES. FORWARD-LOOKING
STATEMENTS ARE PROVIDED IN THIS DISCLOSURE STATEMENT PURSUANT TO THE SAFE
HARBOR ESTABLISHED UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995
AND SHOULD BE EVALUATED IN THE CONTEXT OF THE ESTIMATES, ASSUMPTIONS,
UNCERTAINTIES, AND RISKS DESCRIBED IN THIS DISCLOSURE S TATEMENT.

FURTHER, READERS ARE CAUTIONED THAT ANY FORWARD-LOOKING STATEMENTS IN THIS
DISCLOSURE STATEMENT ARE BASED ON ASSUMPTIONS THAT ARE BELIEVED TO BE
REASONABLE, BUT ARE SUBJECT TO A WIDE RANGE OF RESKS, INCLUDING RISKS
ASSOCIATED WITH THE FOLLOWING: (I) FUTURE FINANCIAL RESULTS AND LIQUIDITY,
INCLUDING THE ABILITY TO FINANCE OPERATIONS IN THE ORDINARY COURSE OF
BUSINESS ; (I) VARIOUS FACTORS THAT MAY AFFECT THE VALUE OF THESFEURITIFS TO BE
ISSUED UNDER THE PLAN-ANE -

ENDER-THE PLEAN; (II) THE RELATIONSHIPS WITH AND PAYMENT TERMS PROVIDED BY
TRADE CREDITORS; (IV) ADDITIONAL FINANCING REQUIREMENTS POST-RESTRUCTURING;
(V) FUTURE DISPOSITIONS AND ACQUNITIONS; (VDTHE EFFECT OF COMPETITIVE
PRODUCTS, SERVICES, OR PROCURING BY COMPETITORS; (VI) CHANGES TO THE COSTS OF
COMMODITIES AND RAW MATERIALS; (VII) THE PROPOSED RESTRUCTURING AND COSTS
ASSOCIATED THEREWITH; (IX) THE EFFECT OF CONDITIONS IN THE ENERGY MARKET ON
THE DEBTORS ; (X) THE CONFIRMATION AND CONSUMMATION OF THE PLAN; (XI) CHANGES
IN LAWS AND REGULATIONS FROM GOVERNMENT AGENCIES; AND (XII) EACH OF THE
OTHER RISKS IDENTIFIED IN THIS DISCLOSURE STATEMENT. DUE TO THESE
UNCERTAINTIES, READERS CANNOT BE ASSURED THAT ANY FORWARD-LOOKING
STATEMENTS WILL PROVE TO BE CORRECT. THE DEBTORS ARE UNDER NO OBLIGATION TO
(AND EXPRESSLY DISCLAIM ANY OBLIGATION TO) UPDATE OR ALTER ANY
FORWARD-LOOKING STATEMENTS WHETHER AS A RES ULT OF NEW INFORMATION, FUTURE
EVENTS,OROTHERWISE, UNLESSINSTRUCTED TODO SOBY THE BANKRUPTCY COURT.

THE TERMS OF THE PLAN GOVERN IN THE EVENT OF ANY INCONSISTENCY BETWEEN THE
PLAN AND THE S UMMARIES CONTAINED IN THIS DISCLOSURE S TATEMENT.

THE INFORMATION IN THIS DISCLOSURESTATEMENT S BEING PROVIDED SOLELY FOR THE
PURPOSES OF VOTING TO ACCEPT OR REJECT THE PLAN OROBJECTING TO CONFIRMATION.
NOTHING IN THIS DISCLOSURE STATEMENT MAY BE USED BY ANY PARTY FOR ANY OTHER
PURPOSE.
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ALL EXHIBITS TO THE DISCLOSURE STATEMENT, ALONG WITH ALL OTHER DOCUMENTS
FILED WITH THE SEC BY THE DEBTORS AND THEIR AFFILIATES, ARE INCORPORATED INTO
AND ARE A PART OF THIS DISCLOSURE STATEMENT AS IF SET FORTH IN FULL IN THIS
DISCLOSURE STATEMENT. THE DOCUMENTS FILED WITH THE SEC BY THE DEBTORS AND
THEIR AFFILIATES ARE AVAILABLE FREE OF CHARGE ONLINE AT THE DEBTORS’ WEBPAGE,
HTTP:/WWW.ENERGYFUTUREHOLDINGS.COM/FINANCIAL/DEFAULT.ASPX, AT THE
DEBTORS’ RESTRUCTURING WEBPAGE, WWW.EFHCASEINFO.COM, AND AT THE SECS
WEBPAGE, HTTP:/WWW.S EC.GO V/ED GAR.SHTML.

KE 3687241536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 7 of 248

TABLE OF CONTENTS
Page

EXBCULIVE SUMMIBIY ..ottt bbb bbbt 2
A. Pumose of this Disclosure Statement and thePlan ..
B. OVENVIBW OF EFH......oee ettt bbbt
C. Overview ofthePlan
D Makewhole and Postp tition Interest Claims Discussion 2
D.E.  Settlement and Release 0f Debtor CIAIMS.........cvurieiricinieiceeeseee s 102
EE.  Summary of Treatment of Claims and Interests and Description of Recoveries Under the

PIAN oo
EG. Votingon thePlan
Hl Confirmation Process. ........c.cccveueen.
Ll THE Plan SUPPIEMENT. ..ot
EFH’s Business Op erations and Cap ital SEIUCIUTE. .........cvvuruiiriririririsisireie e
A. Overview of EFH’s Corporate Structure
B. EFH’s Business Op erations
C. EFH’S Capital STIUCITE ....vvveesisesisisesisses sttt

The Events Leadingto the Debtors’ Financial Difficulties
History of EFH COM ..o
The 2007 ACQUISILION ...vcvvivceeerieeeisesieieeie e
EFH Followingthe 2007 ACQUISIEION. ......c.verieerireeerneeirceree e sesssessssenesnd
The Result of Low Natural Gas Prices on EFH’s Financial Performance Following the

2007 ACQUISIEION....vvveiveieerieieisisecrsisirsese s see s
Other M arket Conditions A ffecting TCEH’s Performance...........coccocuviiiciciiinnnnns
EFH’s Financial Outlook and Business Strategy Going Forward
EFH’s REOrGaNIZation EFfOMS........oouiieeeeecrcrcnere ettt

cow>

Appointment of Official Committees
First and Second Day Motions............
Protocol for Certain Case Matters......

Legacy DISCOVEIY ......ccovviirrrieininininnieisisisesennes
TCEH First Lien Investigation
M akewhole Litigation........ccoovveerneennenireeinnns
EFIH Second Lien Partial Repayment Motion.....
Disclosure Statement DiSCOVENY ..........cocovvrrerrrenns
Other Ongoing Litigation Items
EXCIUSIVILY ..o
Other Bankruptcy Motions, App lications, and Filings

VOZIrXREC—IOTMMOUOW>»>ZT OTM
<
=)
=2
>
w
T
o
2
@D
o
=]
=
(¢}
T
&
c
Q
=
=
«
wn
c
=]
=)
o
=
>
S
@D
3
@D
=

SUMMANY OF tNE PIAN ...ttt
A. Sources of Consideration for Plan DistribDULIONS ..........ccovvvviiiiiiicie s
B. REStrUCtUNING T FrANSACLIONS.......ceveiveeiscieieisieis et sesssnns
C. Administrative Claims, Priority Tax Claims, DIP Claims, and Statutory Fees....
D Classification of Claims and INTErEStS.......coeviviveeeieiec e
E Treatment of Classified Claims and Interests

F Other Selected ProvisionS 0f the Plan ..ottt

KE 3687241536947206



VL.

VIL.

VIIL.

XI.

Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 8 of 248

G. Effect OF CONTIMMELION .......c.iviiicce s 1152
H. Settlement, Release, Injunction, and Related PrOVISIONS.........c..ccoverrneecineieeneeseneseeeseeeseeeeees 1172
Confirmation OFtNEPIAN ........oc e

A. The Confirmation Hearing

B. Requirements for Confirmation 2
C. Conditions Precedent to Confirmation of the PIan............ccverninicnccssesesee s 1402
D. Conditions Precedent to the EffeCtiVe DaLe..........cccvverieniienieenee e 1412
E Waiver of Conditions 2
EE.,  Effect of Failure 0f CONGItIONS ......coiurieiiiieiiricsecsesee e 1432
VOUING INSTIUCHIONS ....vvvceee ettt bbb a st s s 1442

Votingon thePlan........

A
B.
C. Voting Record Date
D
E Ballots Not Counted

A. Risks Related to the RESIIUCIUIING .....cvvveeveerieeereieiessceieisenas
B. Risks Related to Confirmation and Consummation of the Plan
C
D

Risks Related to Recoveries Under thePlan............coocoevevncinicnnnes

Risk Factors Related to the Business Operations of the Debtors, the Reorganized Debtors,

AN ONCOTEIBCIIIC .....cvecvevceiie ettt bbb e bbb bbbttt anes
E. Risks Related to the REIT Reorganization
F M iscellaneous Risk Factors and Disclaimers

Important SecuritieS LaWs DISCIOSUTES..........cccrereeiriieiseer s sssssenes 1842
A. Section 1145 of the Bankruptey COUE........cuivrririririnismsseseisiss s eses 1842
B. Subsequent T ransfers of Securities Not Covered by the Section 1145(a) Exemption................ 1852
Certain U.S. Federal Income TaxConsequences 0f the Plan ...,

A. 1 (0o 18 T 4 o TR
B. Certain U.S. Federal Income Tax Consequences of the Plan to the Debtors....
C. Certain U.S. Federal Income Tax Consequences of the Plan to Holders of Allowed
Claims in Classes Entitled to VVote on the Plan
D. Certain-REIT Structure Considerations.................
E. Withholding and REDIOMING.......cceeiiieierscceeis et
Recommendation 0FtheDEDTONS ... 2122

KE 3687241536947206



ExhibitA
ExhibitB
ExhibitC
ExhibitD
ExhibitE
ExhibitF

Case 14-10979-CSS Doc 5247 Filed 08/10/15

EXHIBITS
List of EFH Debtors
List of TCEH Debtors
Plan of Reorganization
Corporate Structureof the Debtors and Certain Non-Debtor Affiliates

Reorganized T CEH Debtors™Financial Projections
: inancial Projecti

ExhibitG  Reorganized TCEH Valuation Analysis

ExhibitGH
ExhibitH]
ExhibitiJ
ExhibitJK

TCEH Debtors_ Liquidation Analy sis
Disclosure Statement Order
Confirmation SchedulingOrder

Minutes from Disinterested Director and M anager Board M eetings

ibi [ fice of fice of |
[Exhibi E ion' ittee]

Page 9 of 248

THEDEBTORS HEREBY ADOPT AND INCORPORATE EACH EXHIBIT ATTACHED TO THIS
DISCLOSURE STATEMENT BY REFERENCE AS THOUGH FULLY SET FORTH HEREIN.
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L Executive Summary
A. Purpose ofthis Disclosure Statement and the Plan.

Energy Future Holdings Corp. (‘EEH Corp.” and, together with certain of its direct and indirect subsidiaries
listed on Exhibit A attached hereto, the “EFH Debtors”), the ultimate parent company of each of the entities that
comprise the EFH cmorae group (collectively, “EFH™); Texas Competitive Electric Holdings Company LLC
(“TCEH” and, together with its direct parent comp any, Energy Future Competitive Holdings Comp any LLC (“EFCH”)
and certain of TCEH s direct and indirect subsidiaries as listed on Exhibit B atached hereto, the “TCEH Debtors”);
and Energy Future Intermediate Holding Company LLC (“‘EFIH” and, together with EFIH Fmance, Inc.,
the*“EFIH Debtors” and the EFH Debtors, the TCEH Debtors, and the EFIH Debtors collectively, the “Debtors”) are

‘ providing you with the information in this second amended disclosure statement (the “Disclosure Statement”) on the
date hereofM pursuant to section 1125 of chgpter 11 of title 11 of the United States Code
(the“Bankruptcy Code™) in connection with the chapter 11 cases (the“Chapter 11 Cases”) commenced by the Debtors
on April29, 2014 (the “Pdition Date”) in the United States Bankmptcy Court for the District of Delaware
(the “Bankruptcy Court™).

‘ The Debtors seek to confirm the Third Amended Joint Plan of Reorganization of Energy Future Holdings
Com., et al., Pursuant to Cha Pter 11 of the Bankruptcy Code,_filed on August 10,2015 [D.1. ] (the “Plan”), filed
contemporaneousb/ herewith” including the Plan Supplement, to effect a comprehensive restructuring of their
resp ective balance sheets (the“Restruduring”). The Bankmptcy Coutt approved this Disclosure Statement, authorized
solicitation of votes to accept or reject the Plan, ad scheduled the hearing to oonfirm the Plan

| (the“Confirmation Hearing”) to begin at [09-30-AM-]Lime] (prevailing Eastern Time) on [Jasuarn—20Datel, 2015},
Itisimportant that Holders of Claimsand Interests carefully read this Disclosure Statement and all of the materials
attached to this Disclosure Statement and incorporated into this Disclosure Statement by reference to fully
understandthebusinessoperationsofall ofthe Debtorsand theirnon-Debtor affiliates.

As described in this Disclosure Statement, the Debtors believe that the Plan provides for a comprehensive
restructuring and recap italization of the Debtors’ pre-bankruptcy obligations and corporate form, preserves the going-
concern value of the Debtors’ businesses, maximizes recoveries available to all constituents, provides for an equitable
distribution to the Debtors’ stakeholders, protects the jobs of emp loyees, and ensures continued provision of electricity
in Texas to the TCEH Debtors’ approximately 1.7 million retail customers and the smooth delivery of electricity to the
entire state through the TCEH Debtors’ generation activities.

A bankmptcy court’s confirmation of aplan of reorganization binds the debtor, any entity orp erson acquiring
property under the plan, any creditor of or interest holder in a debtor, and any other entities and persons as may be
ordered by the bankruptcy court to the terms of the confirmed plan, whether or not such creditor or interest holder is
impaired under or has voted to accept the plan or receives or retains any property under the plan, through an order

| confirmingtheplan (asdefined in the Plan, the “Confirmation Order”). Amongother things (subject to certain limited
exceptions and except as otherwise provided in the Plan or the Confirmation Order), the Confirmation Order will
discharge the Debtors from any Claim (as that term is defined in the Plan) arising before the Effective Date and
substitute the obligations set forth in the Plan for those pre-bankruptcy Claims. Under the Plan, Claims and Interests
are divided into groups called “ Classes” accordingto their relative priority and other criteria.

*  The Plan is attached hereto as Exhibit C and incorporated into this Disclosure Statement by reference.

Capitalized terms used but not otherwise defined in this Disclosure Statement have the meanings ascribed to
such terms in the Plan, and capitalized terms used but not otherwise defined in this Executive Summary have
the meanings ascribed to them in the remainder of this Disclosure Statement or the Plan. Additionally, this
Disclosure Statement incomporates the rules of interpretation set forth in Article I.B of the Plan. The
summaries provided in this Disclosure Statement of any doauments attached to this Disclosure Statement,
including the Plan, the exhibits, and the othermaterials referenced in the Plan, the Plan Supplement, and
any other documents referenced or summarized herein, are qualified in theirentirety by reference to the
applicable doaument. In the ewent of any inconsisttncy between the discussion in this Disclosure
Statement and the documents referenced or summarized herein, the applicable doaument being
referenced or summarized shall govern. In the ewent of any inconsistencies between any document and
the Plan, the Plan shall govern.
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Each of the Debtors is a proponent of the Plan within the meaning of section 1129 of the Bankruptcy Code.
ThePlan does not contemplate the substantive consolidation of the Debtors’ estates. Exceptto the extent that a Holder
of an Allowed Claim agrees to a less favorable treatment of such Claim, in full and final satisfaction, settlement,
release, and discharge of and in exchange for such Claim, each Holder of an Allowed Claim or Allowed Interest with
regard to each of the Debtors will receive the same recovery (if any) provided to other Holders of Allowed Claims or
Allowed Interests in the goplicable Class according to the respective Debtor against which they hold a Claim or
Interest, and will be entitled to their Pro Ratashare of considerationavailable for distributionto such Class (ifany).

The Debtors believe that their businesses and assets have significant value tha would not be realized under
any alternative reorganization option or in a liquidation. Consistent with the valuation, liquidation, and other analy ses
prepared by the Debtors with the assistance of their advisors, the going concern value of the Debtors is substantially
greater than their liquidation value. The Debtors believe that all alternative transactions that have been presented to the
Debtors to date would result in significant delay s, litigation, and additional risks and costs, and could negatively affect
the Debtors’ value by, among other things, increasing administrative costs and causing unnecessary uncertainty with
the Debtors’ key customers, employ ees, trading counterp arties, and supp lier constituencies, which could ulimately
lower therecoveries forall Holders of Allowed Claims and Allowed Interests.

Prior to wting on the Plan, you are encouraged t read this Disdosure Statement and all documents
attached to this Disdosure Statement in theirentirety, as well as the various reports and other filings filed with
the SEC by the Debtors and their Affiliates (collectively, the “EFH Public Filings”). The EFH Public Filings
include those reports filed by EFH Corp., EFIH, and EFCH, as well as those filed by the non-Debtor Entity

| Oncor Electric Delivery Company LLC (“Onor_Electric”) and Oncor Electric Delivery Transition Bond
Company LLC (“Onwmr BondCo”). The EFH Public Filings are available free of charge online at
http://www.energyfutureholdings.com/finan dal/default.aspx, http:/Awww.secgoviedgar.shtml, and
www.ethcaseinfo.com. This Disclosure Statement expressly inarporates the EFH Public Filings by reference.
As reflected in the EFH Public Filings and this Disclosure Statement, there are risks, uncertainties, and other
important factors that could cause the Debtors’ actual pe rformance or achievements o be materially diffe rent
from those they may project, and the De btors undertake no obligation to update any such statement. Certain of
these risks, uncee rtainties, and factors are described in Section VIII of this Disclosure Statement, entitled “Risk
Factors,” which begins on page 2.

B. Overviewof EFH.

EFH’s businesses include the largest generator, distributor, and certified retail provider of electricity (or
“REP”) in Texas.” EFH conducts substantially all of its business op erations in the electricity market overseen by the
Electric Reliability Council of Texas (“ERCOT ), which covers the majority of Texas. The Texas electricity market, in
turn, is subject to oversight and regulation by the Public Utility Commission of T exas (the “PUCT”). As of December
31,2014, EFH had goproximately 8,920 emp loyees, goproximately 5,500 of whom are emp loy ed by the Debtors and
theremainder of which areemp loyed by the non-Debtor, Oncor Electric. EFH has threedistinctbusiness units:

e EFH’s competitive electricity generation, mining, wholesale electricity sales, and commodity risk
management and trading activities, conducted by the TCEH Debtors composing* Luminant™;

e EFH’s competitive retail electricity salses and related operations, mainly oconducted by the

TCEH Debtors composing®“ T XU Energy ;" and

For financial reporting under Generally Accepted Accounting Principles (“US GAAP”), EFH Corp. reports
information for two segments: the Competitive Electric and Regulated Delivery business segments. The
Competitive Electric segment includes both Luminant and TXU Energy. The Regulated Delivery segment is
composed of Oncor. The Competitive Electric segment is essentially engaged in the production of electricity
and the sale of electricity in wholesale and retail channels.

The Debtors also conduct a relatively small amount of retail electricity operations through their 4Change
Energy brand and another entity, Luminant ET Services Company, which provides retail electricity service to

2
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e EFH’s rate-regulated electricity transmission and distribution operations, conducted by the
non-Debtor Oncor-_Electric Delivery Company LLC (“Oncor Electric™). EFIH, which is 100% owned
by EFH Comp., indirectly owns goproximately 80% of Onoor_Electric. As described below, Oncor
Holdings and Oncor Electric are not Debtors in the Chapter 11 Cases.

EFH and its management team have significant exp erience as leaders in theelectricity industry.

Luminant owns and operates 13 power p lants comprising 36 electricity generation units.” Luminant’s total
electricity generation of 13,772 megawatts (‘MW”) accounts for approximately 15% of the generation cap acity in the
ERCOT market. Luminant sells goproximately 50% of its electricity generation output to TXU Energy, and sells the
remainder through bilateral sales to third p arties or through sales directly to ERCOT. Luminant also owns and op erates
12 surface lignite coal mines in Texas that supply coal to Luminant’s lignite/coal-fueled units® Luminant is the largest
coal miner in Texas and the ninth-largest coal miner in the United States.’

TXU Energy sells electricity to goproximately 1.7 million residential and business customers, and is the single
largest REP by austomer count in Texas. TXU Energy serves goproximately 25% of the residential customers and
approximately 19% of the business austomers in the areas of the ERCOT market that are open to competition.
TXU Energy generally purchases all of its electricity requirements from Luminant. TXU Energy maintains a strong
position in the highly competitive ERCOT retail electricity market due to its industry-leading customer care
performanceand technological innovation.

OncorElectric is engaged in rate-regulated electricity transmission and distribution activities in Texas. Oncor
Electric provides these services at rates app roved by the PUCT to REPs (including TXU Energy) that sell electricity to
residential and business customers, as well as to electricity distribution comp anies, coop eratives, and municip alities.
OncorElectric op erates the largest transmission and distribution system in Texas, delivering electricity to more than 3.3
million homes and businesses and op erating more than 121,000 miles of transmission and distribution lines. Oncor
Electric has the largest geographic service territory of any transmission and distribution utility within the ERCOT
market, covering 91 counties and over 400 incoporated municipalities. Importantly, however, Oncor Electric is “ring-
fenced” from the Debtors: it has an independent board of directors, and it is operated, financed, and managed
independently. As aresult, its financial results of operation are not mnsolidated into EFH Corp.’s financial statements.
A significant portion of Oneor’sQncor Electric’s revenues are attributable to TXU Energy, which is Oacor’sQncor
Electric’s largest customer. Oncor Holdings, Oncor_Electric, and their ring-fenced subsidiaries are not Debtors in the
Chapter 11 Cases.

EFH largely adopted its current organizational structure, and issued a significant portion of the debt that
composes its cgpital structure, in Odober 2007, as a result of the private acquisition of a public company, TXU Comp.
(the“2007 Acquisition”). At the time, investment funds affiliated with Kohlberg Kravis Roberts & Co. LP. (“‘KKR”),
TPG Capital, LP. (“TPG”) and Goldman, Sachs & Co. (“Goldman Sachs”) (together with KKR and TPG, the
“Sponsor Group™), together with certain co-investors, contributed gpproximately $8.3 billion of equity capital into EFH
through Texas Energy Future Holdings Limited Partnership (“Texas Holdings”). And, like many other private
acquisitions, EFH issued significant new debt and assumed existing debt and liabilities in connection with the 2007
Adquistion. Immediately following the 2007 A cquisition, the Debtors’ total funded indebtedness was approximately
$36.13 billion, comprised of goproximately $28.8 billion at TCEH, $128 million at EFCH, and $7.2 billion at EFH
Corp.

one municipality and to some of Luminant’s mining op erations, and a small amount of retail gas op erations
through Luminant Energy Company LLC.

Of those units, 32 units are in active y ear-round op eration, and four units (at two p lants) are subject to seasonal
operation.

Ofthese mines, eight are active, two are in develop ment, and two arecurrently idle.

°®  Based on tonsof coal mined in 2013.
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AsofthePetition Date, the p rincip al amount ofthe Debtors’ total funded indebtedness was nearly $42 billion,
including:

e approximately $24.385 billion of TCEH First Lien Debt (excluding amounts due under canceled
TCEH First Lien Interest Rate Swags and TCEH First Lien Commodity Hedges, which the TCEH
Debtors estimate total approximately $1.235 billion), $1.571 billion of TCEH Second Lien Notes,
$5.237 billion of TCEH Unsecured Notes, and $875 million of Pollution Control Revenue Bonds;

e approximately $61 million of Tex-La Obligations that are obligations of EFCH, which are guaranteed
by EFH Com., and secured by an interest in certain assets owned by the TCEH Debtors and Oncor,
and ap proximately $9 million of EFCH 2037 Notes;

e approximately $1.929 billion of EFH Unsecured Notes (including $1.282 billion of EFH Legacy Notes
held by EFIH);and

e approximately $3.985 billion of EFIH First Lien Notes, $2.156 billion of EFIH Second Lien Notes,
and $1.568 billion of EFIH Unsecured Notes.

Although the Debtors’ core business operations are strong, and TCEH and EFIH have historically been and
will continue to be cash flow positive before debt service, low wholesale electricity prices in the Texas electricity
market have made it impossible for the TCEH Debtors to support their current debt load. In October 2007, the main
ingredients for EFH’s financial success were robust. Since 2007, however, overall economic growth was reduced
because of the economic recession in 2008 and 2009 and wholesale electricity prices have significantly declined. The
material and unexp ected reduction in wholesale electricity prices was caused, in large part, by an increase in thesupply
of natural gas caused by the rise of hydraulic fracturing (known as “fracking”) and advances in directional drilling
techniques. This increase in the supp ly of natural gas caused a significant decline in natural gas prices, and because the
wholesale price of electricity in the ERCOT market is closely tied to the price of natural gas, the wholesale price of
electricity in the ERCOT market has significantly declined since 2007. As a result of this significant decline in
wholesale electricity prices in ERCOT coupled with higher fuel and environmental comp liance costs, the profitebility
ofthe TCEH Debtors’ generation assets has substantially declined.

Separately, EFIH and EFH Corp. have significant funded indebtedness and had insufficient cash flows to
service those obligations. Before the Petition Date, EFIH—which is a holding company that has no independent
business operations—elied on dividend distributions from Oncor Electric and intercompany interest payments
(relating to debt issued by EFH Com. and the TCEH Debtors that EFIH acquired in exchange offers) to satisfy its
funded debt obligations. These sources of cash, however, were not sufficient to service EFIH’s obligations. EFH

Corp. also has minimal cash flow. As a result, both EFIH and EFH Com. faced significant liquidity constraints that
prompted their chapter 11filings.

C. Overviewofthe Plan.
1. EventsLeading Up to the Plan.

The Debtors filed the Plan and this Disclosure Statement after months of negotiations with stakeholders
regarding a consensual, value-maximizing p lan of reorganization. The Debtors commenced their Chapter 11 Cases on
April 29, 2014, after signing a restructuring support agreement (the “Restructuring Support Agreement”) with certain
of their significant stakeholders. The Restructuring Support Agreement was the product of arm’s-length negotiations
with the Debtors’ stakeholders and more than two y ears of effotts to evaluate available restructuring alternatives. At
the time the Debtors signed the Restructuring Support Agreement, the Restructuring Support Agreement rep resented
the best available, value-maximizing restructuring alternative. The Restructuring Support Agreement contemp lated,
among other things, an EFIH Second Lien DIP Facility —desecribed—belows, under which certain Holders of EFIH
Unsecured Notes would have becomethe majority owners of Reorganized EFH. After the Debtors filed the Chapter 11
Cases, however, the Debtors received competing offers to acquire EFH Co1p.’s economic ownership interest in Oncor
Electric, including from third party strategic buyers. These bids offered new alternatives to maximize the value ofthe
Deébtors’ estates, and the Debtors opted to terminate the Restructuring Support A greement in July 2014 to pursue these
p otential offers, consistent with their fiduciary duties.

KE 3687241536947206




Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 14 of 248

After terminating the Restructuring Support Agreement, the Debtors then worked diligently with their
advisors and stakeholders to develop aprocess to maximize estate recoveries resulting from the market interest in EFH
Corp.’s indirect economic ownership interest in Oncor Electric (the “Bidding Procedures”). The Bankruptcy Court
entered an order gproving the Bidding Procedures and related auction process for the selection of the highest or
otherwise best bid (the “Bidding Procedures Orderi)-exLepthe-ebjeet-}en-eﬁeeptam-p-am%s-:L As described in Section
IV.G., entitled “Exploring the EFH/EFIH Transaction,” which begns on page 69, following entry of the Bidding
Procedures Order, the Debtors received Round 1 Bids and Round 2 Bids (each as defined herein) from various strategic
and thirdparty bidders, engaged in extensive diligence sessions with interested bidders, and exchanged drafts of
proposed definitive documentation.

At the same time, the Debtors and their advisors took a number of key steps to advancep lan negotiations and
set thestage for the negotiations and settlements that led to thefiling of the Plan and Disclosure Statement.

In November 2014, each of EFH Corp., EFIH, and EFCH/TCEH, retained counsel and financial advisors
(together, the “Conflicts M atter Advisors™) to advise and represent them i reviewing and analyzing actual conflicts

matters among those Debtors’ estates, including potential intercompany Claims among the Debtors, at the direction of
thedisinterested directors and managers at each of EFH, EFIH, and EFCH/TCEH, respectively.

Additionally, to allow the disinterested directors or managers and the Conflicts Mater Advisors to fully
engage in restructuring discussions on actual conflict matters, the Debtors expended significant efforts to provide the
Conflicts Mater Advisors with diligence regarding potential conflicts matters and actual conflicts matters. This
included frequent telephonic and in-person diligence sessions, and involved the Debtors or their advisors providing
materials or presentations tha helped inform the Conflicts Mater Advisors on key factual and legal issues and the
Debtors’ historical transactions.

The Debtors’ co-chief restructuring officers (“@-CROs”) led the development of aplan term sheet that was
based on proposals and feedback received from the Debtors’ creditors following numerous meetings and telephone
conferences the Debtors and their advisors participated in with their stakenolders where the parties discussed various
plan of reorganization concepts and issues. Numerous stakeholders made their own proposals, which the Debtors
closely reviewed and analy zed.

On February 11, 2015, taking into consideration the various stakeholder discussions and proposals, the
Debtors posted to their restructuring website and circulated to their key stakeholders a plan term sheet that
contemp lated a global settlement of all intercompany claims and a proposed confirmaion timeline. The substantive
content of the plan term sheet and confirmation timeline was goproved by the co-CROs. While the Debtors had not
sought and received goproval from their boards of the substantive content of the p lan term sheet, the circulation ofthe
plan term sheet and confirmation timeline was supported by each ofthe Debtors’ boards, including the disinterested
directors and managers after consultaion with their respective Conflicts Mater Advisors. Although this plan term
sheet did not include key numbers regarding p lan treatment and intercompany claim issues, the Debtors circulated the
plan term sheet to stakeholders for the purposes of putting forth a flexible structure, fostering dialogue about a
comp rehensivesolution, and solicitingstakeholder feedback on howtoimp roveand refinethe suggested structure.

Following nearly a month of discussions and negotiations with their stakeholders about the plan term sheet
and altemative proposals, on March 9, 2015, the Debtors circulated to the same stakeholder groups a revised draft of
the plan term sheet and a revised proposed confirmation timeline that set forth preliminary illustrative settlement
numbers based on feedback the co-CRO’s had received from stakeholders. The substantive content of the p lan term
sheet and confirmation timeline were approved by the co-CROs and the numbers were intended to strike a p reliminary
but gopropriate balance amongthe various interests reflected in the various proposals tha had been discussed. Ashad
been the case with the term sheet circulated on February 11, 2015, while the Debtors had not sought and received
approval from their boards of the substantive content of the revised plan term sheet, the circulation of the revised plan
term sheet and confirmation timeline was supported by each of the Debtors’ boards, including the disinterested
directors and managers in consultationwith their resp ective Conflicts Matter Advisors.

Since the engagement of the Conflicts Matter Advisors and while all of the above was taking place, the
Debtors’ disinterested directors and managers undertook a comprehensive process to prepare for and participate in
negotiations with each other regarding the various inter-Debtor issues and claims that would necessarily affect any plan
of reorganization. This included in-person and telep honic discussions and negotiation sessions over the course of
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mulkip le weeks and aulminaed in the-a settle
“Dlsmterested Director Settlement-(as-defi .

). This settlement is based on |ndependent analyses and dlllgence conducted by the
Debtors’ disinterested directors and managers after consultation with the Conflicts Mdter Advisors and was the
productofsignificant and deliberate negotiations amongthe Debtors’ disinterested directorsand managers.

In sum, the co-CROs led the formulation and the negotiation of the Plan as a whole, subject to the Debtors’
disinterested directors’ and managers’ formulation and negotiation ofthe Plan with resp ect to actual conflict matters.

Approximately one year after the Petition Date, and following months of discussions with their stakeholders
and following good faith, arm’s length negotiations among the Debtors’ disinterested directors and managers, the
Deébtors filed initial versions of thePlan and Disclosure Statement on April 14, 2015 in a continued effort to negotiate a
consensual, value-maximizingP lan.

The.versions of the Plan and Disclosure Statement filed on April 14,2015 provided for a tax-freespin-offof
TCEH (the~Tax-Free-Spin-Off2) and one of three forms of transaction for Reorganized EFH: a merger, an equity
investment, or a standalone reorganizaion (such contemplated transactions, the “EFH/EFIH Transaction™). As
described in Section IV.G., entitled “Exp loring the EFH/EFIH Transaction-” which begins on page 2, following the
flllngw of the Plan and the Disclosure Statement, the Debtors continued to evaluate the possibility
of executing a potential EFH/EFIH Transaction through the formal auction process governed by the Bidding
Procedures Order. Ultimately, the Debtors determined that they were not prepared to enter into a definitive agreement
forany oftheRound2 Bids they received in connection with theauction.

At the same time the Debtors explored potential bids in connection with the formal auction process, the
Debtors continued to engage in discussions with their various creditor constituencies regarding the possibility of
converting EFIH’s interest in Oncor Electric into a real estate investment trust_under the Internal Revenue Code of
1986, as amended (a “REIT” and the transactions and commercial arrangements necessary to implement a REIT
structure for EFH, Reorganized EFH, EFIH, Reorganized EFIH, and/or any direct or indirect subsidiary of EFIH or
Reorganized EFIH (or a successor of any of these entities), athe “REIT Reorganizaion™), a p ossibility that has long
been known to the Debtors and their creditors as apotential option for unloding significant value for the EFIH Debtors
but which requires certain rulings from, amongothers, the Internal Revenue Service (“ IRS”) and the PUCT.

Based on these discussions, the Debtors and various of their constituencies discussed twoseveral potential
pahs forward, each—described—below—ad in greater detail in Section IV.G. entitled “Exploring the EFH/EFIH
Transaction,” which begins on page73.
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(a)_Ultimately, the Dd)tors determlned to pursue two aspectsofthe EFH/EF IH Tranqa(‘tnn al];gm_amesorowded for n
the versions of the Plan and Disclosure Statement filed on April 14, 2015: (a) a merger and investment structure, in
which certain investors (including, potentially, existing creditor constituencies) woukl provide a new-money
contribution that would be used to provide a full recovery to Allowed Claims against EFH Comp—and EFIH, in cash
(excluding Makewhole Claims) and (b)—_the Debtorswould execute the Tax-Free Spin-Off. As a condition to
effectiveness of the Merger (as described below and in the Plan), Reorganized EFH (or a successor entity) would be
required to successfully obtain certain goprovals and rulings, including PUCT goprovals and IRS rulings, necessary to
constimmategfor the REIT Reorganiz ation.

= “—andthe TCEH Unsecured Ad Hoc Group, executed tha certain

PurehasePlan Suppott
Agreement-and—lllan-et-Merger dated as of —J}Auqust 9, 2015_(as may be amended, supplemented, or otherwise
modified from tlme to tlme in acoordance thereWIth |nclud|ng all exhlblts and_schﬁiules_attached thereto the “Fﬂan

and two acqm5|t|on vehlcles controlled by certaln purchasers (such acquisition vehicles, as deflned |n
the Plan, “New EFH” and “OV22)Y") on the Effective Date of Reorganized EFH with and into New
EFH in a transaction intended to qualify as a tax-free reorganization, under section 368(a) of the
Internal Revenue Code, with New EFH continuingas the survivingcorp oration.

As acondition to closingthe Merger, the Debtors would be required to achieve athe REIT Reorganization.
TheMerger would be funded through equity investments made pursuant to the Equity Commitment Letter,

), 8 A ) 1 CA -(' AL A
holdingin the agaregate at least 66 6700 in amount of the aaorenate amount of (a) the Investment Comm|tments
(as defined in the Equity Comm tment | etter\ set forth on Exhlblt A to the Equity Commitment L etter (as
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Rights Offering, and Backstop A greement (collectively, the“Equity Investment”), each as described below
and each of which would beused to fund certain distributions under the Plan.

o Equity Commitment Letter. Certain equity purchasers (as defined in the Plan, the “Equity
Investors”), New EFH,OV2, EFH Corp., and EFIH would-executeexecuted that certain letter
agreement, dated as of Juy——7Auqust 9, 2015, pursuant to which, among other things,
each Equity Investor committed, subject to the terms and conditions thereof, to make new
money equity investments in one or both of New EFH and OV2 in the proportions and
amounts set forth therein in order to fund a portion of the amountspay able by New EFH and

OV2 pursuant to the Merger and Purchase Agreement and the Minority Buy -Out (the“Equity
Commitment Letter”).

o Rights Offering Proceeds and Badkstop Agreement. A—rights—offering (the A Rights
Offering™_bv New EFH to certain Holders of Allowed TCEH First Lien Secured Claims,
Allowed TCEH Second Lien Note Claims, Allowed TCEH Unsecured D
Allowed PCRB Claims, and Allowed General Unsecured Claims Against the TCEH Debtors,
Other Than EFCH (collectively, the “Rights Offering Allowed Claims,* and the Holders of
such Rights Offering Allowed Claims collectively, the “Ridhts Offering Participants™) to
purchase [New EFH Common Stock} at a purchase price of $[_] per share pursuant to
certain procedures goproved by the Bankrmuptey Court [D.I. ] (the “Ridhts Offering
Procedures”). In connection with the Rights Offering, certain purchasers (collectively, the
“Backstop Purchasers™) wowld-cormmitoommitted Cash to be funded on the terms set forth in
the Backstop Agreement, dated as of —J,Auqust 9, 2015, by and among EFH Cormp ., EFIH,
New EFIH, and the Backstop Purchasers (the*“Backstop Agreement™) and in accordance with
thePlan and in the event, the Rights Offering is not fully subscribed, on the Effective Date,
the Backstop Purchasers would fund the Backstop Commitment-_(as defined in the Backstop
Agreement),

SemementOfUalmS and Causes OfACtlon w

edito

In connection with theMerger and as an outgrowth-inpartof of the | egacy Discovery Protocol, and the
Medlatlon descrlbed in Sectlon IC entitled “Overwew of the Plan ” begmnmg on page 23 mﬂ‘.am

reduwed under the Plan theTCEH Sunoortlnd SecondLlenCredn.ors shall mean at Ieast fwo unaﬁllla edTCEI—
Sunoortlnd Second Llen Credu.ors is required under thePIan theTCEH SuonortlndSecond Llen Creditors shal
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TCEH Committee, the Debtors, and certain other Entities are—negotiating—a—potentialhave reached a
comp romise and settlement of (a) certain Intercompany Claims-{includingthe TCEH Settlement Claim_as

, (b) certain Claims and Causes of Actions against Holders of TCEH First Lien Claims
and the TCEH First Lien Agent; (c) certain Claims and Causes of Action against the Holders of EEH
Interests_in EFH Corp. and certain related Entities; and (d) Claims and Causes of Action against any of the
Debtors’ dlrectors ~managers, and officers, and other related Entities (such settlement, the

Order”).

c v 3 i vided i a |fthe Debtorsdetermlne
that purSUIng Conflrmatlon QLC_QD_SJmmatm_of the Plan would be inconsistent Wlth any Debtor’s fiduciary
duties.-, Moreover, each of (a) the disinterested directors of EFH, (b) the disinterested manager of EFIH, and (c) the
disinterested manager of TCEH may (without the consent of the other disinterested managers or disinterested directors,
as goplicable) terminate the Disinterested Director Settlement if any of them determines, based on the advice of
counsel, tha termination of the Disinterested Director Settlement would be consistent with the exercise of their
fiduciary duties.

2. Plan Structure.

ThePlan is p remised on thefollowingstructure:

o Under the Spin-Off, TCEH will spin off from the Debtors to form a standalone reorganized entity,
Reorganized TCEH, and certain tax attributes of the EFH Groupdefined-herein; will be substantially
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used to provide Reorganized TCEH with apartial step-up in taxbasis in certain of its assets, valued at
approximately $1.0 billion. Asaresult theHoldersof

e Class C3: TCEH First Lien Secured Claims_As a result, the Holders of Allowed TCEH First

Lien Secured Claims (Class C3) will receive their Pro Rata share of (a) the Reorganized TCEH
Common Stock (subject to dilution by the Reorganized FCEHDebtor Management Incentive

Plan)-); (b) 100% of the net cash p roceeds from the Preferred Stock Sale and issuance of the New
Reorganlzed TCEH Debt after the fundlng of certaln Cash dlstnbutlons under the Plan—and—m-the

and and sublect 1o theoocurrenceoftheE ectlve Date he NeWEFHCommon Stock nurchased
pursuant to the exercise of the Rights: and (b) [ 1% of the Reorganized EFH Common Stock,

ich shall I ; v [ 1ot ke (af -
for dilution by the M erger and Rights Offering)
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a—TCEH w111 receive a settlement claim from EFH C01p (the“TC EH Settlement Claim=)s+hich-shall-be
A 3 ario-a 3 cenario?) (as described belowunder
1I1 Sectlon E& entltled «“ Settlement and Release ofDebtor Clalms ’which begins onpage 12-

11
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e The Rights to purchase the New EFH Common Stock pursuant to an exercise of the Rights, would be

distributed to Holders ofTCEH First Lien Secured C alms.J:I_o_dﬂs_ojEEHJ.lnsmu@_D_ebt_C_lalms.

mthMheElan_and_as_desgumi in Sectlon V. E of this Disclosure Statement entitled “Treatment
of Classified Claims and Interests,” which begins on page 2.

O

mecot |

L

m
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In exchange for the value provided and the compromises contained in the Plan_and the Settlement
Agreement, the Plan provides for the mutual release of Claims among all Debtors and consenting Holders of Claims
and Interests and third-party releases of direct and indirect Holders of Interestsin EFH Corp. and its affiliates.

Other significant asp ects of the Plan are summarized below.

(@) TCEH Tax-Eree-Spin-Off.

The Debtors will undertake the Tax-Eree-Spin-Off. Under the Tax-Free-Spin-Off, TCEH will form a new
subsidiary, Reorganized TCEH, to which_(a) TCEH will transfer all of its interests in its subsidiaries (excluding the
stock of TCEH Finance) and m—wmgnM EFH Gequdato_r_s will transfer Q_g)=the equny seeu;mes-et—asset-s

descrlbed in Artlcle Iv. B 2. of the Plan end Sectlon V B2. ofthe Dlsclosure Statement, entitled “Fax-Free-Spin-Off”
which begins on page90.

0] TCEH S tep-Up in Tax Basis.

Pursuant to the Plan;-asp-artof the Fax-Free Spin-Off, substantially all of the tax attributes of the EFH Group
will be used to prOVIde Reorganlzed TCEH with apartlal Step-up in tax ba515 in certain 0f1ts assets (the“BaSIS Step -

For more information on the Basis Step-Up_and the Preferred Stock Sale, refer to Section X.A of this
Disclosure Statement, entitled ““Introduction” which begins on page 2.

(i) Private Letter Ruling.

The Tax-Free-Spin-Off isand the REIT Reorganizaion are conditioned upon the Debtors’ receipt of the
Private Letter Ruling_(as defined below) tha includes certain rulings (such rulings, as defined in the Plan, the
“RQUIred Rulings”). EFH filed a written request with the IRS dated June 10,2014 (the“Ruling Request™) that the IRS
issue a private letter ruling (the “Private Letter Ruling”) to EFH addressing the quahﬁcatlon of the Tax-Free-Spin-Off
and-theContribution,_the Reorganized TCEH Conversion, and the Distribution as a “reorganization” within the
meaning of Sections 368(a)(1)(G), 355, and 356 of the Internal Revenue Code {0f 1986 (as amended, the “IRC”), as
well as addressing certain other matters. The Debtors have subsequently provided supplemental information to the
IRS, and intend to further supp lement their request for aPrlvate Letter Rullng to address certaln aid_lmnaLlssues that

transactions-reflected in the Plan @%M%%mw
Plan.

(b) REIT Reorganization.

TheMerger Scenario-contemplatesthatasAs a condition to closing the Effective DateM erger, the Debtors are
required to obtain the Private Letter Ruling Centainand certain Mn@-nesessaw—te—eensammate-a-w
WREW Reorgamzatlon *

Datt.LCeltam transactlons that would be underteken to effectuate ath_e REIT Reorgamz atlon as weII as certaln rlsks
related to the REIT Reorganization and REITS in general, are discussed in detail in_this Disclosure Statement, including
in Section VIILE., entitled “Risks Related to athe REIT Reorganization,” which begins on page 167.
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Hojdﬂts_o_leEH_ELLsI_Lanlalms the Holderso PCR I
]'_CEI:LELI:S[_LJQD_D_efIQIech Claims or a addltlon distribution of RId‘ltS and Reorganized EFH Common SIQ_C

The Plan contemp

ates an

is conditioned on the disallowance of all alleged Claims under certain series of

EFH Com. and EFIH fun

ed inde

tedness regarding the entitlement to optional redemption premiums or similar

“makewhole” pavments assert
Chaoter 11 Cases orunder the P

in_connection with the rep avment or satisfaction of such indebtedness during the
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For more information on these and other Claim and Interest Holder recoveries, including the forms of
distributions, refer to Section V.E of this Disclosure Statement, entitled “Treatment of Classified Claims and Interests,”
which beginson page 2.

D.E.___Settlement and Release of Debtor Claims.

The Plan includes a proposed settlement of numerous claims belonging to the Debtors, including claims
against creditors, other Debtors, and third parties. During the Chapter 11 Cases a number of parties have asserted that
there are potential litigation claims that could be asserted on behalf of EFCH, TCEH, and certain of EFCH’s and
TCEH’s direct and indirect subsidiaries related to various prepéition transactions. Motlons seeking standing to
prosecute and settle certain claims against theHolders of TCEH first-lien-creditorsFirst Ljen Secured Claims were filed
by (a) the TCEH Committee [D.l. 3593]; (b) the EFH Committee [D.l. 3605]; and (c) the TCEH Unsecured Ad Hoc
Group [D.I. 3603]. Additional information regarding these motions is included in Section IV.J. of this Disclosure
Statement, entitled “TCEH First Lien Investigation” which begins on page75.

The transactions underly ing these claims have been the subject of significant investigation by the Debtors
(including their respective disinterested directors and managers and together with their respective Conflicts M atter
Advisors), the Creditors’ Committees, and various creditor groups. In addition to informal diligence, in August 2014,
the Debtors negotiated entry of an order establishing formal discovery procedures goveming a wide breadth of
prepetition issues and transactions for a broad time period, in some cases more than 15 years prepetition. This
extensive discovery effort, referred to as Legacy Discovery, resulted in the Debtors’ production of more than 806,000
documents (comprising over 5.6 million pages). The Sponsor Group and other parties also made significant document
productions. Further discussion of Legacy Discovery is provided in Section IV.I of this Disclosure Statement, entitled
“Legacy Discovery”, which begins on page2.

The release provisions of the Plan contemp late, among other things, the release of any and all Causes of
Action, including any derivative claims, asserted on behalf of the Debtors, that each Debtor would have been legally
entitled to assert (whether |nd|VIduaIIy or oollectlvely) In partlcular the Plan contemplates the settlement of all
Intercompany Claims-as h 4 2
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D|S|nterested Dlrector Settlement—}_m_that_n_ml_eases Intercomp any Clauns and orovndes for the TCEH Settlement

Other than the Allowed Claim and distribution right of TCEH in the EFH estate as described above, there will

not be any allowed prepetition claims between any of EFH, EFIH, and TCEH or any of their subsidiaries, including
Oncor Electric Distribution Holdings Company LLCand its subsidiary.

Each of (a) the disinterested directors of EFH, (b) thedisinterested manager of EFIH, and (c) the disinterested
manager of TCEH may (without the consent of the other disinterested managers or disinterested directors, as
applicable) terminate the Disinterested Director Settlement if any of them determines, after consultation with counsel,
that termination of the Disinterested Director Settlement would be consistent with theexercise of their fiduciary duties.

A summary of the alleged claims that would be settled pursuant to thePlan can be found in Section V.H.3 of
this Disclosure Statement, entitled “Summary and Discussion of M aterial Potential Claims Subject to Plan Settlement,”
which begins on page2.

‘ E.E.___Summary of Treatment of Claims and Interessts and Description of Re coveries Under the Plan.

The Plan organizes the Debtors’ creditor and equity constituencies into Classes. For each Class, the Plan
describes: (1) the underlying Claim or Interest; (2) the recovery available to the Holders of Claims or Interests in that
Class under the Plan; (3) whether the Class is Impaired under the Plan; and (4) the form of consideration, if any, that
such Holders will receive on account of their resp ective Claims or Interests.

Although the Chapter 11 Cases are being jointly administered pursuant to an order of the Bankruptcy Court,
the Debtors arenot proposingthe substantive consolidation of their resp ective bankruptcy estates.

The proposed distributions and classifications under the Plan are based upon a number of factors. The

| valuation of-the Reorganized TCEH as a going concern is based upon the value of TCEH s assets and liabilities as of

an assumed Effective Date of March 31, 2016 and incorporates various assumptions and estimates, as discussed in

detail in the Valuation Analysis of Reorganized TCEH, attached hereto as Exhibit EG. The total-entemprisevalue

valuation of Reorganized EFH and Reorganized EFIH Mu-be-pmwded—ln-advanseef- ing Oncor Electric) as a

going concern s based upon the hea PP nderlying the Merger, as
d_e&cubﬂd_m_SﬁCImMLB.ﬁ._o_f_thﬁDlsclosure Statement—m&m%%

The table below provides a summary of the classification, description, and treatment of Claims and Interests
under the Plan. This information is provided in summary form below for illustrative purmposes only and is qualified in

16
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its entirety by reference to the provisions of the Plan. For a more detailed description of the treatment of Claims and
Interests under the Plan and the sources of saisfaction for Claims, including the treatment of certain types of Claims
that are not separately classified under the Plan, see Section V of this Disclosure Statement, entitled “ Summary of the
Plan,”which beginson page?2.

Name of Class
Under the Plan

Description of Class

Estimated
Percentage
Recovery
Under the
Plan

Plan Treatment and Voting Rights

Unclassified Non-Voting Claims Against the Debtors

N/A Z(I::ni DIp Ea(()::?i(te;s of Claims under the TCEH DIP 100% Each Holder shall receive payment in full in Cash.
EFIH First Lien Holders of Claims under the EFIH First Lien
N/A DIP Clai DIP Facility including any Claims asserted by 100% Each Holder shall receive payment in full in Cash.
ams the EFIH First Lien DIP Agent.
N/A é\lc;:nr:glstratlve gg:ggsag;gléggfd Administrative Claims 100% Each Holder shall receive payment in full in Cash.
- - . . Each Holder shall receive payment in Cash ina
N/A E{;(i)rrrlléy Tax Bg!,?g:s of any Priority Tax Claimagainst any 100% manner consistent with section 1129(a)(9)(C) ofthe

Bankruptcy Code.

Classified Claims and Interests of the EFH Debtors
(EFH Corp. and each of EFH Corp.’s direct and indirect subsidiaries other than (a) EFIH and its direct and indirect subsidiaries and (b) EFCH and its
direct and indirect subsidiaries)

Each Holder shall receive, at the option of the
applicable EFH Debtor(s) tr-eensuhationwith the
consent of the P lan Sponsors; (such consent not to be
unreasonablv withheld), either: (a) payment in full in

Other Secured Cash; (b) delivery of collateral securing any such
Al Claims Against Hok_jers of Allowed Other Secured Claims 100% Claimand payment of any interest required under
the EFH Against the EFH Debtors. . )

Debtors section 506(b) of the Bankruptcy Code; (c)
Reinstatement of such Claim; or (d) other treatment
rendering such Claim U nimpaired.

Unimpaired; deemed to accept.
Other Priorit Holders of any Allowed Other Priority Claims Each Holder shall receive, at the option of the
Clai . yt Against the EFH Debtors, including all applicable EFH Debtor(s}r-eensutation), with the
A2 h a:En"n:s:galns Claims, other than Administrative Claims, DIP 100% consent of the P lan Sponsors—aay_(such consent
}ngtors Claims, erand P riority Tax Claims, entitled to not to be unreasonably withheld), either: (a)

priority in right of payment under section

payment in full in Cash; or (b) other treatment

KE 3687241536947206
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Name of Class
Under the Plan

Description of Class

507(a) of the Bankruptcy Code.

Estimated
Percentage
Recowery
Under the
Plan

Plan Treatment and Voting Rights

rendering such Claim Unimpaired.

Unimpaired; deemed to accept.

A3

L egacy General
Unsecured
Claims Against
the EFH
Debtors

Holders of any Allowed Claims against the
EFH Debtors derived from or based upon
liabilities based on asbestos or qualified post-
employment benefits relating to discontinued
operations of the EFH Debtors.

100%

Each Holder shall receive, at the option of the
applicable EFH Debtor(s) +resrsuhationwith the
consent of the P lan Sponsors;,

unreasonablv withheld), either: (a) payment in full
in Cash; (b) Reinstatement of such Claim; or (c)
other treatment rendering such Claim Unimpaired.

Unimpaired; deemed to accept.

A4

EFH Legacy
Note Claims

Holders of any Allowed Claims derived from
or based upon the EFH Legacy Notes,
#gxcluding any Claimg derived from or based
upon EFH Legacy Notes held by EFIH.

TB5100%

tor Each Holder shall
receive, up to the Allowed amount ofits Claim,

payment in full in Cash or_with the consent of the
Debtors. the Plan Sponsors. and the TCEH
Supportina First Lien Creditors other treatment

rendering such Claim U nimpaired.

A5

EFH
Unexchanged
Note Claims

Holders of any Allowed Claims derived from
or based upon the EFH Unexchanged Notes.

FB5100%

10 Each Holder shall
receive; up to the Allowed amount ofits Claim,
payment in full in Cash or other treatment rendering
such Claim Unimpaired.

A6

EFH LBO Note
P rimary Claims

Holders of any Allowed Claims against EFH
Corp. derived from or based upon the EFH
LBO Notes.

TBD100%

Irthe-Merger-Seenrario—eachEach Holder shall
receive; b A
payment in full in Cash or other treatment rendering
such Claim Unimpaired-

Previded,_provided, that; in no event shall aHolder
ofan Allowed Claimin Class A6 receive more than
a single satisfaction of such Allowed Claim,
including any recovery received on account of an
Allowed Claimin Class B5.

KE 3687241536947206
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Class | Nameof Class Description of Class Estimated Plan Treatment and Voting Rights
Under the Plan Percentage
Recovery
Under the
Plan
1-the-MergerSeenario—eachEach Holder shall
receive, up to the Allowed amount ofits Claim,
payment in full in Cash or other treatment rendering
such Claim Unimpaired.
EFH Swap Holders of any Allowed Claims against EFH
A7 ; Corp. derived from or based upon the EFH TER100% | tatheShndalensSeenare—ssenHoldarsaall
Claims sw ; . Lo
aps. recebve—up-to-the-AHowed-amount-ofHs Clalm-Hs
S0 alre i - Credibamiessuer < eak
nimpaired: deemed to accent
Holders of any Allowed Claims against the :
EFH Debtorsyderived from or base% upon . ' —u Ho!dershgll
o . . receive, up to the Allowed amount ofits Claim,
either: (a) anon-contributory, non-qualified A . .
pension plan that provides retirement benefits payment in fuII.ln C_ash or other treatment rendering
L ] . such Claim Unimpaired.
EFH Non- to participants whose tax-qualified pension
A8 Qualified ?ﬁneﬁts are limited due to restrictions under TBDL100% S S ior
. e RS, and/or ) ; L
Benefit Claims | jeprrals to other benefit programs; and/or (b) Feeeive—ip-to-the/AHowed ameunt ofis Clatmris
a contributory, non-qualified defined ' i ' '
contribution plan that permits participants to W
voluntarily defer a portion of their base salary o
and/or annual incentive plan bonuses. paired:—entitled tovote:
Holders of any Allowed Unsecured Claims
against EFH Corp. that are not otherwise paid
in full pursuant to an order of the Bankruptcy +athe-Merger-Seenario—eachEach Holder shall
Court, | I i receive, up to the Allowed amount ofits Claim,
Claims butexcluding: (a) Legacy General payment in full in Cash or other treatment rendering
Unsecured Claims Against the EFH Debtors; such Claim Unimpaired.
General (b) EFH Legacy Note Claims; (c) EFH
Unsecured Unexchanged Note Claims; (d) EFH LBO o Irthe-Standalone-Seenario—each-Holdershal
A9 Claims Against | Note P rimary Claims; (€) EFH Swap Claims; FBeLk reeple—die-totheAdlov e apretnee Hie Clalp s
EFH Corp. () EFH Non-Qualified Benefit Claims; (g) the Trebsharsevdthaltbather ERH-CapClales
TCEH Settlement Claim; (h) Tex-La Guaranty 0L - Ceadits s e sser s teak
Claims; (i) Administrative Claims against
EFH, Corp.; (j) Priority Tax Claims against Irpaired—entitledte-vete:Unimpaired: deemed to
EFH Corp.; (k) Intercompany Claims against accept,
EFH Corp.; (I) Other Priority Claims against
EFH Corp.; and (m) DIP Claims.
Holders of any Allowed Unsecured Claims
against one or more of the EFH Debtors (other
than EFH Corp.) that are not otherwise paid in to—eachEach Holder shall
full pursuant to an order of the Bankruptcy receive, up to the Allowed amount ofits Claim,
General Court, excluding: (a) Legacy General payment in full in Cash or other treatment rendering
Unsecured Unsecured Claims Against the EFH Debtors; such Claim Unimpaired.
Claims Against | (b) EFH Non-Qualified Benefit Claims; (c)

A10 the EFH Administrative Claims against the EFH FBB100% | Inthe-Standalone-Scenario—each-Holdershat
Debtors Other Debtors other than EFH Corp.; (d) P riority reRple—Hp-e-tha A s sr e A e Slalanlis
Than EFH Tax Claims against the EFH Debtors other Toreebeharsa Hhe i ida o Despeen s
Corp. than EFH Corp.; (e) Intercompany Claims

against the EFH Debtors other than EFH Hmpaired—entitled-to-vote:U nimpaired: deemed (o
Corp.; () Other Priority Claims against the accept,
EFH Debtors other than EFH Corp.; and (g)
DIP Claims.
19
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Class | Nameof Class Description of Class Estimated Plan Treatment and Voting Rights
Under the Plan Percentage
Recovery
Under the
Plan
Each Holder shall receive treatment, up to the
. . Allowed amount ofits Claim, on account of such
Al2] gex-lr_at dH?iI\(IJe‘;sf;)fn?nyr%Ialrr(;s aga:1ntsr: E_I!:l:_LCorp. 100% Claims under Class C1 as Allowed Other Secured
uaranty erived rom orbased upon the Tex-L.a 0 Claims Aggainst the TCEH Debtors.
Claims Obligations
Unimpaired; deemed to accept.
EFH Debtor Intercompany Claims shall be, at the
option of the EFH Debtors+r-eenstitation, with the
EFH Debtor consent of the P lan Sponsors;,
A132 Int Holders of any Claims by an EFH Debtor 094/100% 1 either: (a) Reinstated; or (b)
gI:irﬁgmpany against another EFH Debtor. canceled and released without any distribution on
account of such Claims.
| Unimpaired/Impaired; deemed to gccept/reject.
| Holders of any Claims, other than the TCEH
NOn-EFH Settlement Claim, by any direct or indirect Non-EFH Debtor Intercompany Claims shall be
Dgl;]t-or subsidiary of EFH Corp. (other than as-E FH canceled and released without any distribution on
Al43 Debtor) against an EFH Debtor, 0% account of such Claims.
Intercompany exeluding] ; ;
Claims - N .
EFH Legacy Nete-ClaimsNotes Impajred: deemed to reject,
held by EFIH,
Interests in the EFH Debtors other than EFH Corp.
shall be—attheeptionofthe EFH-Debtorsin
Interests in the i i —ebthas
A154 EFH Debtors Holders of amy-Interests in the EFH Debtors 0%/100% Reinstated: or fb)-canceled and released without ary
Other Than other than EFH Corp. distribution on account ofsuch Interests.
EFH Corp.
| Unimpaired/Impaired; deemed to accept:-[reject.
Interests in EFH Corp. shall be canceled and released
| Al65 ggigests inEMH Holders of any-Interests in EFH Corp. 0% without any distribution on account ofsuch Interests.
Impaired; deemed to reject.
Classified Claims and Interests of the EFIH Debtors
(EFIH and EFIH Finance)
B1 Other Secured Holders of Allowed Other Secured Claims 100% Each Holder shall receive, at the option_of the .
| Claims Against | Against the EFIH Debtors. ° applicable EFIH Debtor(s}--eensuttation), withthe

KE 3687241536947206
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Name of Class
Under the Plan

Description of Class

Estimated
Percentage
Recowery
Under the
Plan

Plan Treatment and Voting Rights

the EFIH
Debtors

consent of the P lan Sponsors; (such consentnotto be
unreasonably withheld), either: (a) payment infull in
Cash; (b) delivery of collateral securing any such
Claimand payment of any interest required under
section 506(b) of the Bankruptcy Code; (c)
Reinstatement of such Claim; or (d) other treatment
rendering such Claim U nimpaired.

Unimpaired; deemed to accept.

B2

Other Priority
Claims against
the EFIH
Debtors

Holders of any Allowed Other Priority Claims
Against the EFIH Debtors, including all
Claims, other than Administrative Claims, DIP
Claims, and Priority Tax Claims, entitled to
priority in right of payment under section
507(a) of the Bankruptcy Code.

100%

Each Holder shall receive, at the option of the
applicable EFIH Debtor(s}+ ter), withthe
consent of the P lan Sponsors; (such consent not to be
unreasonably withheld), either: (a) payment in full

in Cash; or (b) other treatment rendering such Claim
Unimpaired.

Unimpaired; deemed to accept.

| B3

EFIH First Lien
Note Claims

Holders of any Allowed Secured Claims
derived from or based upon the EFIH First
Lien Notes that were not paid in full in
advance of the Eflective Date pursuant to a
Bankruptcy Court order.

100%

EFIH First Lien Note Claims are disallowed in their
entirety, unless such Claims are otherwise Allowed
in any amount by Final Order, in which case each
Holder shall receive, up to the amount of its Allowed
Claim, ifany, -either payment in full in Cash or other
treatment rendering such Claim Unimpaired.

Unimpaired; deemed to accept.

B4

EFIH Second
Lien Note
Claims

Holders of any Allowed Secured Claims
derived from or based upon the EFIH Second
Lien Notes.

TBD100%

Iathe-Merger-Seenrario—eachach Holder shall

receive, up to the Allowed amount ofits Claim,
payment in full in Cash or other treatment rendering
such Claim Unimpaired.

accent,

B5

EFH LBO Note
Guaranty
Claims

Holdirggrs ofany Allowed Claims against
EFIH derived from or based upon the EFH
LBO Notes.

TBB100%

Irthe-Merger-Seenrario—eachEach Holder shall
receive, up to the Allowed amount ofits Claim,
payment in full in Cash or other treatment rendering

such Claim Unimpaired;,_provided. that in no event
: o

accent,

|| B6

General

Holders of any Allowed Unsecured Claims

FB5100%

Iathe-Merger-Seenrario—eachEach Holder shall

| KE 3887242536947206
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Name of Class Description of Class Estimated Plan Treatment and Voting Rights
Under the Plan Percentage
Recovery
Under the
Plan
Unsecured against one or more of the EFIH Debtors that receive, up to the Allowed amount ofits Claim,
Claims Against | are not otherwise paid in full pursuant to an payment infull in Cash or other treatment rendering
the EFIH order of the Bankruptcy Court, including the such Claim U nimpaired:-previdedthatre-event
Debtors EFIH Unsecured Note Claims, and any sretealderefartdlernd Slapin-Sless 25
Unsecured Claims derived from or based upon reeabeple st nsinglesa Hefisbionaaush
the EFIH First Lien Notes or EFIH Second AHowed-Claim-treludingany-recoveryreceived-on
Lien Notes, but excluding: (a) EFH LBO cesenpetar-Ader el CladisClass A2,
Note Guaranty Claims; (b) Administrative
Claims against the EFIH Debtors; (c) P riority tothaSpdalonaeenaria—saeh-Heldershall
Tax Claims against the EFIH Debtors; reeeivetp-to-the-AHowed-ameunt-ofits-Claim-Hs
(d) Intercompany Claims against the EFIH Pre-ekasharee H—a-Pearganized 2R
Debtors; () Other P riority Claims against the Gommen-Stock-andH—1%-of-the-Contingent
EFIH Debtors; and () DIP Claims. Sl tighte
accept,

EFIH Debtor Intercompany Claims shall be, at the
option of the EFIH Debtors r-eensuttatienwith the
consent of the P lan Sponsors; (such consentnot {o be

a7 Fn't:I:-_' IanEbtor Holders of any Claims by an EFIH Debtor 0%/100% unreasonablv withheld), either:_ () Reinstated; or (b)
CI:ir‘i% pany against another EFIH Debtor. canceled and released without any distribution on
account of such Claims.
| Unimpaired/Impaired; deemed to gccept/reject.
Non- EFIH--Debtor Intercompany Claims shall b
I Non-EFIH Holders of any Claims by EFH Corp. or any . =D evtor e- pany . I. S. ©
. o L canceled and released without any distribution on
| B8 Debtor direct or |nd|rectsub5|d|aryofEl_:H Corp. 0% account of such Claims
Intercompany (other than an EFIH Debtor) against an EFIH ’
| Claims Debtor: nozired: deeied (o eiect
Iathe-Merger-Seenario—eachach Holder shall
receive—dp-to-kas Al ausdarata s Sl s
Pro Ratashare of 100% of the Reorganized EFIH
Membership Interests, subject to dilution by the
Interests i Reorganized EFIH Membership Interests, issued to
B9 ;F?ﬁs sin Holders of Interests in EFIH. TBD% OV2 in connection with the E quity Investment.
‘ feinstated:
Impaired; entitled to vote.
Interests in EFIH Finance shall be
| B10 :En é?ﬁs;tzsir:gn e Holders of Interests in EFIH Finance. 660%

| Ynilmpaired; deemed _to aceeptreject.

22
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Class | Nameof Class Description of Class Estimated Plan Treatment and Voting Rights
Under the Plan Percentage
Recovery
Under the
Plan
Classified Claims and Interests of the TCEH Debtors
(EFCH, TCEH, and each of TCEH’s direct and indirect D ebtor subsidiaries)
Each Holder shall receive, at the option of the
applicable TCEH Debtor(s)+r-eensuation) with the
consent of the TCEH Supporting First Lien
Creditors;,
Other Secured withheld), either:- (a) payment in full in Cash; (b)
c1 Claims against Holders of Allowed Other Secured Claims 100% delivery of collateral securing any such Claimand
the TCEH Against the TCEH Debtors. payment of any interest required under section
Debtors 506(b) of the Bankruptcy Code; (c) Reinstatement of
such Claim; or (d) other treatment rendering such
Claim Unimpaired.
Unimpaired; deemed to accept.
Each Holder shall receive, at the option of the
Holders of any Allowed Other Priority Claims applicable TCEH Debtor(sLwith the consent ofthe
Other Priority Against the TCEH Debtors, including all
Claims against Claims, other than Administrative Claims, DIP . not to be unreasonably withheld), either: (a)
C2 the TCEH Claims; and P riority Tax Claims, entitled to 100% payment in full in Cash: or (b) other treatment
Debtors priority in right of payment under section rendering such Claim Unimpaired.
507(a) of the Bankruptcy Code.
Unimpaired; deemed to accept.

23
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Class | Nameof Class Description of Class Estimated Plan Treatment and Voting Rights
Under the Plan Percentage

Recowery
Under the
Plan

Each Holder shall receive its P ro Rata share of:
| () 100% of the Reorganized TCEH Common Stock;
(Pllowing the Basis Step-U p;), subject to dilution
after the Distribution only on account ofthe
Reorganized FSE+H Debtor Management Incentive
| Plan; (b)-.100% of the net Cash proceeds from the
issuance of the New Reorganized TCEH Debt and
the Preferred Stock Sale after funding any Cash
distributions required to be made by the TCEH
Debtors under the P lan, including payment efthe
Cazheagunerndetha T e nseeapsd

payrrent-in full of each Allowed TCEH DIP Claim,
and providing for adequate post—E flective Date
liquidity for TCEH as determined by the TCEH
Debtors--eenstttation withthe reasonable consent
ofthe TCEH Supporting First Lien Creditors; (c) ##
te—Rights to purchase $700
million in the aggregate of New EFH Common
Stock are-the) i i
New EFH Common Stock purehasedsuch Holder
purchases pursuant to thegn exercise of the Rights;
and (d) #the Assianed C5 Rights, the Stardatone
Seenarier—{—1te-eiAssianed CO Equity (which stl

TQEH First Holders of any Allowed TCEH First Lien :%'gm the e rs-eietbedto o -apseeatinbathe
C3 | LienSecured | Giaiems-that-are-Secured_Claims 2 FSEH-Setttorment-GhatCash-O UL E lection POl
Claims ' 4 |
Excess Cash,

24
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Class | Nameof Class
Under the Plan

Description of Class

Estimated
Percentage
Recowery
Under the
Plan

Plan Treatment and Voting Rights

Impaired; entitled to vote.

TCEH
C4 Unsecured
Debt Claims

Holders of any Allowed Claims that are: (a)
the TCEH First Lien Deficiency Claims; (b)
the TCEH Second Lien Note Claims; erand (¢) | —940,9%
the TCEH Unsecured Note Claims:_and (d)

thePCRB Claims,

18

+rSubiect to Article IV, B, 16 of the Merger
SeenarioP lan, each Holder shall receive its P ro Rata
share of (a)-_the Rights to purchase $[___]inthe
aggregate of New EFH Common Stock ardpursuant

totheRi !
Common Stock peehase)

pursuant to the exercise of the Rights; and (b)

[ 1% of the Reorganized EFH Common Stock,
which shall be converted to approximately [ 1% of
New EFH Common Stock (after accounting for
dilution by the Merger and Rights Oﬂering)e’l'g

New EFH
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Name of Class
Under the Plan

Class

Description of Class

Estimated
Percentage
Recowery
Under the
Plan

Plan Treatment and Voting Rights

Impaired; entitled to vote.

General
Unsecured
Claims Against
the TCEH
Debtors Other
Than EFCH

C5

Holders of any Unsecured Claims against one
or more of the TCEH Debtors other than
EFCH that are not otherwise paid in full
pursuant to an order of the Bankruptcy Court,
including the L egacy General Unsecured
Claims Against the TCEH Debtors-are-the
P-ERB-Claims, but excluding: (a) the TCEH
Unsecured Debt Claims; (b) Administrative
Claims against the TCEH Debtors Other Than
EFCH; (c) Priority Tax Claims against the
TCEH Debtors Other Than EFCH;; (d)
Intercompany Claims against the TCEH
Debtors Other Than EFCH;; (e) Other P riority
Claims against the TCEH Debtors Other Than
EFCH; and () DIP Claims.

0992

+aSubject to Article 1V.B.16 of the Merger
SeenartoP [an, each Holder shall receive its Pro Rata
share of (a)-the_Rights to purchase $[__]inthe
aggregate of New EFH Common Stock anrdpursuant

Common Stock prehases)

pursuant to the exercise of the Rights; erand (b)

[ 1% of the Reorganized EFH Common Stock,
which shall be converted to approximately [ 1% of
New EFH Common Stock (after accounting for

dilution by the Merger and Rights Oﬂering)—.22
a-the-Standatene-Seenario)Drovided. however, that

Stock set forth above, each Holder shak-ofan
Allowed Class C5 Claimmay elect to receive Cash

istribut

KE 3687241536947206
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Class

Name of Class
Under the Plan

Description of Class

Estimated
Percentage
Recowery
Under the
Plan

Plan Treatment and Voting Rights

inan amount equal to its P ro Rata share efthe FSEH

Holders of any Allowed Unsecured Claims
against EFCH that are not otherwise paid in
full pursuant to an order of the Bankruptcy

General Unsecured Claims Against EFCH shall be

Sizgﬂred Court, including the EFCH 2037 Note Claims, canceled and released without any distribution on
C6 > . but excluding: (a) Administrative Claims 0% account of such Claims.
Claims Against . . - - .
EFCH against EFCH; (b) Priority Tz?xCIalrps against ) )
EFCH; (c) Intercompany Claims against Impaired; deemed to reject.
EFCH; (d) Other P riority Claims against
EFCH;and () DIP Claims.
TCEH Debtor Intercompany Claims shall be, at the
option of the applicable TCEH Debtor(sLwith the
TCEH Debtor ;;:ggsaﬂg;?grggg: tg;ﬁ)(;? TCE[ H] Debtor either: (a) Reinstated; or (b) canceled and released
Cc7 Intercompany Claimderived fom or based upon the 0%/100% without any distribution on account ofsuch Claims:;
Claims provided., however, that TCEH Debtor Intercompany

Repurchased P CRBs.

: L
el e 0L L L e B L
derived from or based upon the Repurchased P CRBs
shall be canceled and released withoutany

KE 3687241536947206
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Class | Nameof Class Description of Class Estimated Plan Treatment and Voting Rights
Under the Plan Percentage

Recowery
Under the
Plan

Unimpaired/Impaired; deemed to accept or reject.

Holders of any Claims by EFH Corp. or any

direct or indirect subsidiary of EFH Corp. Non-TCEH Debtor Intercompany Claims shall be

Non-TCEH (other than a TCEH Debtor) against agn . S

cs Debtor TCEH Debtor, including any Claim derived 0% gﬁﬂgﬁf{jg‘n&éﬁlgﬁwnhom any distribution on
Intercompany from or based upon the TCEH Credit )
Claims Agreement, the TCEH First Lien Notes, or R .

TCEH Unsecured Notes held by EFH Corp.
and EFIH,

Interests in TCEH Debtors ©+herFhangther than
TCEH and EFCH shall be_with the consent ofthe

Interests in ICEHS ing Fi ien Credi .
co Z&Eﬁhgﬂemom Holders of Interests in each TCEH Debtor 0%/100% Reinstated or etherwse-treated-ir-aceordanee—wHth
other than Interests in TCEH and EFCH. i i
TCEH and anv distribution on account of such Interests
EFCH '
Unimpaired/Impaired; deemed to accept/reject.
Interests in TCEH and EFCH shall be canceled and
Interests in released without any distribution on account ofsuch
C10 TCEH and Holders of Interests in TCEH and EFCH. 0% Interests.
EFCH
Impaired; deemed to reject.
F.G. _ Voting on the Plan.

Certain procedures will be used to collect and tabulate votes on the Plan (the “Solicitation Procedures™). The
Solicitation Procedures are summarized in Section VII of this Disclosure Statement, entitled “\oting Instructions,”
which begins on page 2, and are described in more detail in the Order (a) Approving the Disclosure Statement, (B)
Establishing the Voting Record Date, Voting Deadline, and Other Dates; (C) Approving Procedures for Soliciting,
Receiving, and Tabulating Votes on the Plan and for Filing Objections to the Plan, and (D) Approving the Manner and
Forms of Notice and Other Related Doauments [D.I. ] (the “Disclosure Statement Order”) (attached hereto as

Exhibit HI), particularly with respect to certain votingp rocedures gop licable to beneficial Holders of Claims under the
TCEH First Lien Notes, TCEH Second Lien Notes, TCEH Unsecured Notes, EEIH-Eirst Lien NotesEEIH Second
Lien-Notes,EFIH Unsecured-Notes—and-EFH Unsecured-Notesand the PCRBs (the “Beneficial Holders™) and their
agents (the“Nominees™).

Only Holders of Claims in Classes A4-A5-AB-AL-AS-AS-ALD-ALL-AL3. B4 B5. B6-BOB8, C3, C4 and
C5, respectively (the“\Voting Classes”), are entitled to vote on the Plan. Holders of all other Classes of Claims and
Interests are deemed to: (a) accept the Plan because {)-theirClaims—are-being-paid—infull-or(ii) their Claims or

Interests are being Reinstatedpaid in full or are otherwise Unimpaired; or (b) reject_the Plan because their Claims or
Interests will receive no recovery under thePlan.

The Voting Deadline is 4:00 pm. (prevailing Eastem Time) en-October7 2015,
“ To be counted as votes to accept or reject thePlan, all ballots (each,
a “Ballot”) and master ballots (each, a “Master Ballot”) must be properly pre-validated (if goplicable), executed,
completed, and delivered (by using the retum envelope provided either by first class mail, overnight courier, or
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personal delivery) such that they are actually reeeived on or before the Voting Deadline by Epiq Bankruptcy
Solutions, LLC (the“ Solicitation Agent”) as follows:

DELIVERY OF BALLOTS

BALLOTS AND MASTER BALLOTS, AS APPLICABLE, MUST BEACTUALLY RECEIVED BY THE
SOLICITATION AGENT BY THE VOTING DEADLINE, WHICH IS 4:00 P.M. (PREVAILING
EASTERN TIME) ON-OCTOBER7,2015;10 DAYS BEFORE THE HEARING TO APPROVE THE
DISCLOSURE STATEMENT” AT THE FOLLOWING ADDRESSES:

FORALL BALLOTS OTHER THAN MASTER BALLOTS

VIA FIRST CLASS MAIL:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
P.O.BOX 4422
BEAVERTON, OREGON 97076-4422

VIA OVERNIGHT COURIER OR HAND DELIVERY:

EFHBALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
10300 SWALLEN BOULEVARD
BEAVERTON, OREGON 97005

FORMASTERBALLOTS

VIA FIRST CLASS MAIL, OVERNIGHT COURIER, OR HAND DELIVERY:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
777 THIRD AVENUE, 12™FLOOR
NEW YORK, NEW YORK 10017

IF YOURECEIVED AN ENVELOPEADDRESSED TO YOUR NOMINEE, PLEASE ALLOW ENOUGH
TIMEWHEN YOU RETURN YOURBALLOT FOR YOURNOMINEETO CAST YOURVOTEON A
MASTER BALLOT BEFORE THE VOTING DEADLINE.

BALLOTS RECEIVED VIA EMAIL OR FACS IMILEWILLNOT BE COUNTED.

IF YOUHAVEANY QUESTIONS ON THEPROCEDURE FOR VOTING ON THEPLAN, PLEASE
CALL THE DEBTORS’ RESTRUCTURING HOTLINE AT:

(877) 276-7311
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IF YOUHAVEANY QUESTIONS ABOUT THESOLICITATION ORVOTING PROCESS, PLEASE
CONTACT THESOLICITATION AGENT. ANY BALLOT RECEIVED AFTER THEVOTING
DEADLINEOROTHERWISENOT IN COMPLIANCEWITH THE SOLICITATION PROCEDURES
WILL NOT BE COUNTED EXCEPT IN THEDEBTORS’ SOLE DIS CRETION.

H.I._Confirmation Process.

The following is a brief summary of the Confirmation process. Holders of Claims and Interests are
encouraged to review therelevant provisions of the Bankruptcy Codeand to consulttheir ownadvisors.

1. Establishing the Disclosure Statement and Confirmation Proceedings S chedule.

On May 18, 2015, the Bankruptcy Court entered the Order (A) Scheduling Certain Hearing Dates and
Deadlines, (B).Establishing Certain Protowls in Connection with Approval of Debtors’ Disclosure Statement, and (C)
Establishing the Terms of the Governing Mediation [D.I. 4497] (the “Disclosure Statement Scheduling Order”). The
Disclosure Staement Scheduling Order (a) scheduled certain dates and deadlines in connection with the gpproval of

this Disclosure Statement (the “Disclosure Statement Proceedings™) and (b) established certain p rotocols in connection
with the Disclosure Statement P roceedings.

The Disclosure Statement Scheduling Order also appointed Peter L. Borowitz, Esqg. to serve as mediator (the
“Mediator”) on issues regarding the terms of the Plan related to, or arising in connection with, the restructuring of the
TCEH Debtors’ estates and the treatment of claims held by the parties to the mediation against the TCEH Debtors’
estates under the Plan (such partties, the “Mediation Parties” and such mediation, the “Mediation”). The Disclosure
Statement Scheduling Order provided for the Mediation to terminate on July 20, 2015, unless terminated or extended
by the Mediator or the Court, upon a motion by a Mediation Party. Following the gopointment of the M ediator, the
Deébtors, at the M ediator’s request, provided diligence materials to the Mediator in connection with the M ediation and
M ediator held various meetings with the Mediation Parties.

In accordance with paragraph 2 of the Disclosure Statement Scheduling Order, the Debtors discussed a
proposed schedule regarding dates and deadlines in connection with confirmation of the Plan (the “Confirmation
Proceedings” and, together with the Disclosure Statement Proceedings, the “Proceedings™) with their various creditor
constituencies, including those constituencies that filed objections and responses in connection with the motion forthe
Disclosure Statement SchedulingOrder.

Based on these discussions, the Debtors developed a further revised schedule governing the Proceedings that
(@) scheduled the Disclosure Statement Proceedings for August 18, 2015 (and revised certain interim dates goveming
discovery protocols related to the Disclosure Statement) and (b) scheduled the Confirmation Proceedings to commence
on (X) January 20,2016 or (y) if thePlan proposed to pay all Allowed Claims of EFIH and EFH creditors in full, and is
agreed to by the TCEH First Lien Ad Hoc Group, the TCEH Second Lien Indenture T rustee, the TCEH Committee, the
indenturetrustee forthe TCEH unsecured notes, and the TCEH Unsecured Ad Hoc Group, October 5, 2015.

The Debtors presented the revised schedule goveming the Proceedings at the June 25, 2015 scheduling
conference. On July 2, 2015, the Bankruptcy Court entered the Order (A) Scheduling Certain Hearing Dates and
Dedlines, (B) Establishing Certain Protowls in Connection with the Confirmation of the Debtors’ Plan of
Reorganization, and (C) Revising Certain Dates in the Disclosure Statement Scheduling Order (the “Confirmation
SchedulingOrder”) [D.I. 4916], attached to this Disclosure Statementas Exhibit 4-J.°

At the Confirmation Hearing, the Bankruptcy Court will determine whether the Plan should be Cconfirmed in
light of both the affirmative requirements of the Bankruptcy Code and any objections tha are timely filed. For amore

% Pursuant to the Notice Extending Mediation [D.I.5034], the M ediator has determined, and the M ediation Parties

have agreed, to extend M ediation to October 31, 2015, unless otherwise extended or terminated pursuant to the
Disclosure Statement Scheduling Order.

30
KE 3687241536947206




Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 40 of 248

detailed discussion of the Confirmation Hearing, see Section VI of this Disclosure Statement, entitled “Confirmation of
thePlan,” which begins on page2.

Following Confirmation, subject to the conditions precedent in Atticle IX of the Plan, the Plan will be
Cconsummated on the Effective Dae. Among other things, on the Effective Date, certain release, injuncion,
exculpation, and discharge provisions set forth in Article VIII of the Plan will become effective. As sud, it is
important to read the provisions contained in Atticle VIII of the Plan very carefully so that you understand how
Confirmation and Consummation—which effectuates such provisions—will affect you and any Claim or Interest you
may hold against the Debtors so that you cast your vote accordingly. The releases are described in Section V.G of
this Disclosure Statement, e ntitled “Effect of Confirmation.” which begins on page 2.

2. Negotiations Related to Confirmation Proce edings.

In connection with the Confirmation Scheduling Order, the Debtors entered into a stipulation with the
TCEH Unsecured Ad Hoc Group, Law Debenture Trust Company of New Yok, as indenture trustee for the TCEH
Unsecured Notes, the TCEH Second Lien Indenture Trustee, and the TCEH Committee (the “TCEH Scheduling

Stipulation”).

TheTCEH Scheduling Stipulation, goproved on July 2, 2015 [D.I. 4918] includes the following p rovisions:
(@) the parties to the TCEH Scheduling Stipulation will consent to the relief provided in the Confirmation
Scheduling Order; (b) the Confirmation Proceedings shall commence on October 5, 2015 and terminate on October
8, 2015 if the Plan pays allowed claims of creditors of EFH Comp. and the EFIH Debtors in full in cash and
otherwise has the support of the parties to the TCEH Scheduling Stipulation; (c) assuming the Debtors’ Exclusive
Periods—as-defined-herein; are not terminated by December 29, 2015 by Order of the Court, thep arties to the TCEH
Scheduling Stipulation agree not to file a chapter 11 plan of reorganization or disclosure statement with respect to
any Debtor (or cause such a filing) until the Court issues afinal ruling on the Plan; and (d) the Debtors will provide
three day s’ notice of the filin g of thisthe next version of the Plan and thisg Disclosure Statement and the parties to
the TCEH Scheduling Stipulation will waive the 10-day notice requirement set forth in the Case Matters Protocol
with respect to filings of additional versions of the Plan and the Disclosure Statement, with the understanding that
the Debtorswnl p rowde reasonable p rior notlce of such flllngs EQLth_e_a\LQﬂﬁnﬁe_O_f_d_QulehﬂLeL&IQns_O_f_th_e_Blan

Ll The Plan Supplement.

TheDebtors will file certain documents that provide moredetails about imp lementation ofthePlan in thePlan
Supp lement, which will be filed with the Bankruptcy Court no later than fourteen days before the Confirmation
Hearing (or such later date as may be gpproved by the Bankruptcy Court). The Debtors will serve a notice that will
inform all parties that the Plan Supp lement was filed, list the information included therein, and exp lain how cop ies of
the Plan Supplement may be obtained. Holders of Claims and Interests tha are eligible to vote to accept or reject the
Plaln éhall not be entitled to change their vote based on the contents of thePlan Supplement. ThePlan Supplement will
include:

e theNew Organizational Documents;

e theRejected Executory Contractand Unexpired Lease List;

o the Assumed Executow Contract and Unexplred Lease LISIMM

e alist of retained Causes of Action;
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e theReorganized FCEHDebtor Management IncentiveP lan;

e theNew Employmente Agreements/Arrangements;

e theReorganized TCEH Registration Rights Agreement;

¢ theidentity ofthemembers ofthe New Boards and management for the Reorganized Debtors;
e theNew Reorganized TCEH Debt Documents;

e theNew Reorganized EFIH Debt Documents;

e the Merger and Purchase Agreement;—-any-

o theBackstop Agreement;if-any

e theTax Matters Agreement;

e theTransition Services Agreement;
»theformofthe Contingent \ValueRights: ifany

e Reorganized TCEH ShareholderRightsSharcholders’ Agreementifany;
e theNew EFH Shareholders’ A greement;-H-any-

e theEquity Commitment Letter; if-any--and

e theSeparation Agreement:-ifany-,

THE FOREGOING EXECUTIVE SUMMARY IS ONLY A GENERAL OVERVIEW OF THES
DI CLOSURE STATEMENT AND THE MATERIAL TERMS OF, AND TRANSACTIONS PROPOSED BY,
THE PLAN, AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO, AND SHOULD BE READ IN
CONJUNCTION WITH, THE MORE DETAILED DISCUSSIONS APPEARING ELSEWHERE IN THIS
DISCLOSURE STATEMENT AND THE EXHIBITS ATTACHED 10 THIS DISCLOSURE STATEMENT,
INCLUDING THEPLAN.

THE BOARD OF MANAGERS ORDIRECTORS (AS APPLICABLE) OR THE SOLE MEMBER OF
EACH OF THEDEBTORS HAS UNANIMOUSLY APPROVED THE TRANSACTIONS
CONTEMPLATED BY THEPLAN AND DESCRIBED IN THIS DISCLOSURE STATEMENT AND
RECOMMEND THATALL HOLDERS OF CLAIMS ORINTERESTS WHOSE VOTES ARE BEING
SOLICITED SUBMIT BALLOTS TO ACCEPT THE PLAN.
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1L EFH’s Business Operations and Capital S tructure

A. Overview of EFH’s Corporate Structure.

EFH Com. is the parent company of each of the entities that compose EFH, including: (1) EFCH and its
direct and indirect debtor and non-debtor subsidiaries (the “TCEH Entities”); (2) EFIH; (3) non-Debtor Oncor
Holdings, which is 100% owned by EFIH, Oncor Electric, whidh is goproximately 80% owned by Onoor Holdings, and
certain subsidiaries and affiliates of Oncor Holdings and Oncor Electric;” and (4) certain of EFH Corp.’s other direct
and indirect Debtor and non-Debtor subsidiaries that are discussed below.

Thefollowingchart is a simp lified rep resentation of EFH’s corporate structure: >’

100% 100%

Other Direct
and Indirect
Subsidiaries
of EFH Comp.

| |

| Oncor |

| Holdings |

I I “Ring-fnced”
| | ~80% l‘)

I oncor ||

| |

|

As of March 31, 2015, EFH Com. reported total assets of goproximately $26.5 billion in book value,
approximately $19.4 billion of whid is attributable to the TCEH Entities, and total liabilities of approximately $47.8
billion in book value, gpproximately $39.0 billion of which is attributable to the TCEH Entities?® EFH Corp.’s assets
and liabilities that are not attributable to the TCEH Entities are mostly attributable to EFIH’s indirect ownership of
approximately 80% of Onoor_Electric. EFH Cop.’s consolidated revenues for the year ending December 31, 2014

% Texas Transmission Ivestment LLC (“Texas Transmission™) is an unaffiliated entity that owns app roximately

19.75% of Oncor. It is owned by an investment group led by OMERS Administrative Corporation, acting
through its infrastructure investment entity, Borealis Infrastructure Management Inc., and the Government of
Singapore Investment Comoration, acting through its private equity and infrastructure arm, GIC Special
Investments Pte. Ltd. The remaining ownership interests in Oncor are indirectly held by members of Onoor’s
management.

" A chart of the Debtors’ corp orateand cap ital structureas of the Petition Dateis included on ExhibitD.

8 Figures for the TCEH Entities are derived from EFCH’s public filings with the SEC, and are almost entirely
attributableto TCEH and its Debtor and non-Debtor subsidiaries.
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were goproximately $6.0 billion, all of which were attributable to TCEH. EFH Corp.’s consolidated annual revenues
forthey earendingDecember 31, 2013 wereap proximately $5.9 billion.?

B. EFH’s Business Operations.
1. TCEH.

The TCEH Entities are composed of: (a) the TCEH Debtors, which include TCEH, TCEH ’s direct parent
comp any, EFCH, and most of TCEH ’s direct and indirect subsidiaries, including the entities that compose Lummant’s
electricity generation, mining, commodity risk management, hedging and trading activities, and wholesale op erations,
TXU Energy and the other entities that compose the Debtors’ retail operations, and TCEH Finance, Inc.
(“TCEH Finance”); and (b) certain other entities tha are not obligated on the TCEH Debtors’ prepetition funded
indebtedness, and are not Debtors in the Chapter 11 Cases.®® The TCEH Entities’ business op erations also depend on
certain services that are provided by EFH Corporate Services Comp any (“EFH Corporate Services”), a subsidiary of
EFH Com., which acts as a shared services provider for EFH Corp. and its subsidiaries, including for TCEH and its
businesses, Luminantand TXU Energy, which arethe predominantusers and beneficiaries of the services.

@) Luminant.

Luminant is the largest electricity generator and lignite coal miner in Texas. Luminant also operates a
wholesale electricity sales, commodity risk management, hedging and trading activities organization. As of the
December 31,2014, Luminant employed approximately 4,100 individuals.

(i) Generation Activities.

Luminant’s total electricity generation of 13,772 MW is composed of nuclear, lignite/coal, and natural ges-

fueled units and accounts for approximately 15% of the electricity generation n ERCOT. Luminant’s generation
capacity can be categorized as:

e Year-round or full operations: gproximately 11,142 MW (32 units) of lignite/coal, nuclear, and gas-
fueled units; and

e Seasonal operations: approximately 2,630 MW (4 units) of lignite/coal-fueled units that Luminant has
previously sought, and for certain units received, permission to operate only during high-demand
periods (e.g., duringthe p eak demand of summer).

In 2014, Luminant generated approximately 68,330 GWh gigawatt hours (‘GWh”), compared to the ERCOT
market’s total electricity consumption of approximately 340,000 GWh. As demonstrated by the chart below, Luminant
was the 14th largest generator of electricity in the United Statesin 2014:

% Oncor’s revenues are not included in EFH Co1p.’s consolidated revenues because EFH Corp. accounts for its

ownership of Oncorunder theequity method of accounting.
% gpecifically, these entities are: (a) non-Debtor Greenway Development Holding Company LLC, which is the
managing partner of non-Debtor joint venture Collin G/G&B LLC; (b) non-Debtors Nuclear Energy Future
Holdings LLC and Nuclear Energy Future Holdings Il LLC, which directly or indirectly own non-Debtor
Comanche Peak Nuclear Power Company LLC (on November 20, 2014, the Bankruptcy Court authorized the
Debtors to enter into agreements providing for the withdrawal of the participation of Mitsubishi Heavy
Industries, Ltd. and its affiliates from the Comanche Peak Nuclear Power Company LLC and to pay the costs
associated with preserving certain assets held by the entity -- for further discussion, see Section 1V.P.3 of this
Disclosure Statement, entitled “Comanche Peak Joint Venture Agreements Amendment Motion,” which begins
on page 77); and (c) Debtor TXU Energy Receivables Company LLC, an entity associated with a terminated
accounts receivable program.
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2014 Net U.S. Generation Operated by Holding Company
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A) Nuclear Generation.

Luminant’s nuclear generation op erations consist of two units at its Comanche Peak location, with total
namep late cgpacity of 2300 MW. The units generally run at full cgpacity except during nuclear fuel assembly
rep lacement outages scheduled goproximately every 18 months. Comanche Peak units 1 and 2 began commercial
operation in 1990 and 1993, respectively; each unit has a permit allowing for 40 years of operations, and Luminant
anticipates that it will obtain a permit to extend op eration of the units for an additional 20 years. The Comanche Peak
unitsop erated at approximately 92.5%, 101.7% and 98.5% of namep late generation capacity in 2014, 2013, and 2012,
respectively, and have consistently ranked in the top decile of nuclear plants in the U.S. for production reliability and
cost performance. Additionally, Comanche Peak operations have consistently demonstrated high performance as
evaluated across the industry by the Institute of Nuclear Power Operations. Nuclear-fueled generation accounted for
17% of Luminant’s nameplate cap acity and 27% of Luminant’s electricity generation in 2014.

B) Lignite/Coal-Fueled Generation.

Luminant’s lignite/coal-fueled generation operations include twelve units a five plant sites, with total
namep late cap acity of 8,017 MW. Theseinclude:

e twounitsat Big Brown withtotal namep late cap acity of 1,150 MW,

e three unitsat M onticello with total namep late cap acity of 1,880 MW,

e three unitsat Martin Lakewith total namep late cap acity of2,250 MW,
e twounitsat Oak Grovewith total namep late cap acity of 1,600 MW, and
e twounitsat Sandow with total namep late cap acity of1,137 MW.

Luminant’s lignite/coal units are generally available for full operations throughout the year except when they
are out of service for either a scheduled or unscheduled maintenance outage. As disaussed in more detail below,
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however, in recent years, Luminant has reduced electricity generation from selected lignite/coal units during times
when the demand for electricity and wholesale electricity prices in the ERCOT market are comparatively low. These
reductions are achieved through short-term reductions of operations in response to low wholesale electricity prices or
longer-term seasonal shutdowns in response to sustained periods of relatively low wholesale electricity prices and
demand for electricity. Indeed, two units at Monticello and two units at Martin Lake are currently subject to seasonal
operations.

Luminant’s lignite/coal-fueled units operated & 69.6%, 74.1%, and 70.0% of namep late generation cap acity
for theyears 2014, 2013, and 2012, respectively. In 2011 and 2010, the units performed at the top decile for U.S. coal-
fueled generation facilities. Reduced generation in 2012 through 2014 was largely due to low wholesale electricity

prices in the ERCOT market. Coalllignite-fueled generation accounted for 58% of Luminant’s namep late cap acity and
72% of Luminant’s electricity generation in 2014.

©) Natural Gas-Fueled Generation.

Luminant’s natural gas-fueled generation operations consist of 22 units at seven p lant sites with 3,455 MW of
namep late cap acity , including:

e two steam unitsat Graham with total namep late cap acity of 630 MW,

e twosteamunitsat Lake Hubbard withtotal namep late cap acity 0f921 MW;

e twosteamunitsat Stry ker Creek with total namep late cap acity of675 MW,

e onesteam unitat Trinidad with total namep late cap acity of240 MW,

e fourcombustionturbinesat DeCordovawith total namep late cap acity 0of260 MW;

e six combustionturbines at M organ Creek with total namep late cap acity 0f390 MW;and
e five combustionturbines at Permian Basin with total namep late cap acity of 325 M'W.

Luminant’s natural gas-fueled units are primarily used when electricity demand is highest (i.e., they are
considered “peaking” units because they are generally used during peak demand periods) or to support system
reliability at times of low “reserve margins” (i.e., times when the system’s overall generation capacity needs to be
increased to maintain a certain target ““cushion” over expected demand for electricity ). Natural gas-fueled generation

accounted for gpproximately 25% of Luminant’s namep late cap acity and 1% of Luminant’s electricity generation in
2014.

Luminant also manages approximately 115 billion aubic feet of natural gas storage capacity, primarily to
assist in fueling its naural gas-fueled units, and engages in various activities related to natural gas including direct
p urchases, transportation agreements, storage leases, and commercial retail sales.

Luminant filed for and received air pemits from the Texas Commission on Environmental Quality (the
“TCEQ”) to build two natural gas combustion tutbine generation units totaling 420 MW to 460 MW at each of
Luminant’s existing DeCordova, Tradinghouse and Lake Creek generation facilities. In 2014 and 2015, Luminant filed
air permit goplications with the TCEQ to build two natural gas combustion turbine generation units totaling 420 MW
to 460 MW at each of its existing Valley and Permian Basin generation facilities. In 2014 and 2015, Luminant filed air
pemit goplications with the TCEQ to build a combined ¢y cle natural gas generation unit totaling 730 MW to 810 MW
at each of its existing Eagle Mountain and DeCordova generation facilities. In 2015, Luminant filed air permit
applications with the TCEQ to build two combined ¢y cle natural gas generation units totaling 1,460 MW to 1,620 MW
at its existing Tradinghouse generation facility. The proposed combined ¢y cle natural gas generation units would be
alternatives to the natural gas combustion tutbine generation units at Luminant’s DeCordova and Tradinghouse
generation facilities. Luminant believes current market conditions, primarily driven by lowwholesale electricity prices,
do not provideadequate economic returns to warrant completion of these p rojects at this time.
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(i) Mining Operations.

Luminant currently owns twelve surface lignite coal mines in Texas, eight of which are in active operaion.
Luminant is the largest coal miner in Texas and the ninth-largest coal miner in the United States. Luminant’s mining
activity supports generation at its lignite/coal units. In 2014, Luminant recovered goproximately 30 million tons of
lignite to fuel its generation plants, and goproximately 56% of the fuel used at the Big Brown, Monticello and Martin
Lake generation facilities and 73% of the fuel used at all of Luminant’s lignite/coal fueled generation facilities was
supplied from surface-minable lignite reserves located adjacent to Luminant’s plants.

As of December 31, 2014, Luminant owned or had under lease an estimated 730 million tons of lignite
reserves supportingp lant sites, includingan undivided interest in goproximately 170 million tons of lignite reserves that
provide fuel for the Sandow facility, and also owned or had under lease approximately 85 million tons of reserves not
currently dedicated to existing p lant sites. Luminant meets its fuel requirements at its Big Brown, Monticello, and
Martin Lake plants by blending lignite with coal purchased from third-party suppliers in the Powder River Basin in
Wyoming The coal is transported from the Powder River Basin to Luminant’s plants by railcar pursuant to various
contracts. As aresult of projected mining development costs, current economic forecasts and regulatory uncertainty, in
2014, Luminant decided to transition the fuel plans at its Big Brown and Monticello generation facilities to be fully
fueled with coal from the Powder River Basin. As aresult, Luminant p lans to discontinue lignite mining op erations at
these sites once mining and reclamation of current mine sites is complete. Lignite mining and the majority of
reclamation activities at these facilities is expected to be completed by the end of 2020 unless economic forecasts and
increased regulatory certainty justify additional minedevelopment.

Luminant Mining Company LLC (“Luminant Mining”), a Debtor entity, holds all of Luminant’s mining
pemits and contracts with several of the TCEH Debtors to conduct Luminant’s mining operations. Luminant Mining
is subject to regulatory oversight by the Railroad Commission of Texas (the “RCT "), which regulates, among other
things, mining permits and land reclamation requirements related to mining sites. As part of the land reclamation
requirements, Luminant Mining is required to satisfy certain bonding requirements. Before the Petition Date,
Luminant Mining “self-bonded” these obligations with the support of a guarantee from another Debtor entity,
Luminant Generation Comp any LLC (“Luminant Generation”). Due to Luminant Generation’s status as a chapter 11
Deb}or_ after the Petition Dae, Luminant Mining was required to substitute its bond coverage pursuant to RCT
regulations.

On June 17, 2014, the RCT determined that Luminant Mining could satisfy these bonding obligations by
providing a collateral bond in the form of a sup erpriority ““carve-out” (the “RCT Carve Out”) from the super-p riority
liens under the TCEH DIP Facility. Under the terms of the RCT Carve Out, in the event reclamation obligations are
not satisfied, the RCT will be paid on account of such obligations before the Holders of Claims under the TCEH DIP
Facility lenders and the TCEH Debtors’ prepetition secured creditors recover on their claims. Luminant Mining
currently satisfies its bonding obligations through the RCT Carve Out. The RCT’s acceptance of the RCT Carve Out
became final on July 11,2014, followingexp iration ofthep eriod to appeal the RCT’s determination.

(iii) Wholesale Electricity Sales, Commodity Risk Management, and Hedging
and Trading Activities.

Luminant’s generation units provide electricity through which Luminant’s wholesale business supplies TXU
Energy and other third-party wholesale and retail counterparties with electricity and electricity -related services.
Luminant enters into both short-term and long-term electricity contracts, enabling it to manage variations in electricity
generation, price risk associated with generation output and changing consumer demand, as well as to meet the needs
of large wholesale customers. Luminant also purchases electricity, including electricity generated from renewable
energy resources such as wind and solar, from thirdparties. Additionally, Luminant manages physical fuel purchase
agreements and financial hedges with a variety of counterparties to manage key commodity costs and delivery risks
that affect Luminant’selectricity generation and miningop erations.

Wholesale electricity prices in the ERCOT market vary and are based on electricity supply and demand, fuel
prices, variable costs for electricity generation assets, and other market factors. As discussed in greater detail below,
wholesale electricity prices in the ERCOT market are closely tied to theprice of natural gas. Additionally, weather can
significantly influence short-term wholesale electricity prices, particularly where there are weather extremes in Texas
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and throughout the country of the kind that occurred in the winter of 2013 and 2014 or the summer of 2011. Those
weather extremes can cause increases in natural gas prices or shortages in electricity generation capacity and increased
demand for electricity. Luminant’s wholesale op erations manage these risks, and others, through optimizing the
dispach of the electricity generation fleet, physical purchases and sales of electricity and fuel commodities, as well as
theuseof financial and bilateral contracts and other hedgingactivities.

Luminant’s commodity risk management and hedging and trading activities hedge the volume and price risk
associated with Luminant’s generation fleet and TXU Energy’s retail needs. These activities require significant
collateral support and account for a significant portion of funds the T CEH Debtors were authorized to borrow under the
TCEHDIP Facility **

(b) TXU Energy.

TXU Energy serves goproximately 1.7 million residential and commercial retail electricity consumers in
Texes.? Approximately 67% of TXU Energy s retail revenues in 2014 rep resented sales to residential customers, with
the remaining amount attributable to commercial and industrial business customers. TXU Energy has a very strong
market position in the ERCOT market, serving goproximately 25% of the residential customers and 19% of the
business austomers in the areas of ERCOT open to competition. Indeed, TXU Energy is the single largest certificated
REP by customer count in Texas. In general, Luminant procures or supplies 100% of TXU Energy’s electricity
requirements. As of the Petition Dae, TXU Energy employed goproximately 1,000 individuals in its marketing,
customer operations, and supportorganizations.

Texas is one of the fastest growing states in the United States with a diverse economy. As a result,
competition for retail electricity customers is robust. The number of certified REPs has grown from goproximately 40
in 2002, the first year of retail electricity competition in Texas, to over 100 today. Based on data published by the
PUCT, as of June 30, 2014, goproximately 63% of residential customers and 70% of small commercial customers in
comp etitive areas of the ERCOT market are served by REPs that are not associated with the “incumbent” REP that was
the traditional provider in their service area before deregulation. Moreover, goproximately 90% of residential
customers and 91% of small commercial load customers have dhosen an electricity provider a least once since the
ERCOT retail market deregulation process began in Texas in 2002.3 As a result, TXU Energy, like other REPs
formerly affiliated with the regulated, monopoly electricity utilities (such as EFH’s predecessor, TXU Co1p.) that
existed before deregulation of Texas’s electricity market in 2002, has experienced customer attrition since the T exas
electricity market was opened to competition. Indeed, that significant level of competition is one of the reasons that
TXUEnergy believes it was essential to receive theauthority to promptly assume its retail electricity contracts.

' Luminant’s hedging and tradingactivities, and the required collateral support obligations, are discussed in more

detail in the Motion of Energy Future Holdings Corp., et al. For Entry of Interim and Final Orders Authorizing
the Debtors to (A) Continue Performing Under Prepetition Hedging and Trading Arrangements, (B) Pledge
Collateral and Honor Obligations Thereunder, and (C) Enter Into and Perform Under Trading Continuation
Agreements and New Postpetition Hedging and Trading Arrangements [D.l. 41] (the “Hedging and Trading
Arrangements Motion”) (see Section IV.C.1(f) of this Disclosure Statement, entitled “Hedging and Trading
Arrangements,” which begins on page 68). The Hedging and Trading Arrangements Motion was granted on an
interim basis on May 2, 2014 [D.l. 315], and on a final basis with respect to non-p roprietary tradingon June 6,
2014 [D.1.860]. The Bankruptcy Court entered an interim order with respect to proprietary trading on June 6,
2014 [D.1. 861], and a final order on June 30, 2014 [D.l. 1309]. On November 6, 2014, the Debtors filed the
Motion of Energy Future Holdings Comp., et al., Clarifying Certain Relief Granted in the Non-Proprietary
Trading Order and Seeking Entry of an Order Authorizing Certain Debtors to Enter Into Non-Proprietary
Hedging and Trading Arrangements with a Tenor Beyond December 31, 2015 and Subject to Hedge and Tenor
Limitations Consistent with Historical Practice [D.l. 2710]. This motion sought goproval to enter into non-
proprietary Hedging and Trading Arrangements with an arrangement length extending beyond December 31,
2015. OnNovember20,2014, the Bankruptcy Court granted therelief requested [D.1.2832].

2 Customer count measured by number of meters served.

% Electric Reliability Councilof Texes, Inc., Supplemental Information Retail Electric Market(March 21,2014).
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TheDebtors sought this authority pursuant to the Motion of Energy Future Holdings Corp., et al., for Entry of
(A) An Order Authorizing the Debtors to (1) Maintain and Administer Customer Programs and Customer Agreements,
(1) Honor Prepetition Obligations Related Thereto, (I11) Pay Certain Expenses on Behalf of Certain Organizations,
(IV) Fix the Deadline to File Proofs of Claim for Certain Customer Claims, and (V) Establish Procedures for Notifying
Customers of Commencement of the Debtors’ Chapter 11 Cases, Assumption of Customer Agreement, and the Bar
Date for Customer Claims and (B) An Order Authorizing Certain of the Debtors to Assume the Customer Agreements
[D.1. 31] (the“Customer Programs Motion™) (see Section IV.C.1(e) of this Disclosure Statement, entitled “Customer
Programs,” which begins on page 2). On June 4, 2014, the Bankruptcy Court entered a final order granting the relief
requested underthe Customer Programs Motion [D.1. 785].

Desp ite customer attrition due to the opening of the comp etitive retail electricity market in 2002, TXU Energy
has managed to maintain a greater percentage of its residential customer market share within its former utility service
territory than has any other affiliated REP in the ERCOT market. Additionally, TXU Energy has managed an excellent
track record of customer satisfaction. Importantly, TXU Energy ’skey customer metrics includingbad debt and PUCT
comp laints havesignificantly imp roved sincethe 2007 Acquisition, performingat or better than industry-leadinglevels.

2. EFH Corp. and Certain EFH Corp. S ubsidiaries.

In addition to the TCEH Entities, EFIH, Oncor Holdings, Oncor_Electric, and Oncer’sOncor Electric’s
affiliates and subsidiaries, EFH is composed of: (a) EFH Com.; (b) EFH Corporae Services; (c) EFH Properties
Company; and (d) various other direct and indirect subsidiaries of EFH Corp. that are legacy entities without active
business operations. T heseentities arediscussed below.

(@) EFH Corp.

EFH Com. is the ultimate p arent holding comp any of each ofthe entities composing EFH. Its princip al assets
are its indirect gop roximately 80% ownership of Oncor Electric (through its direct ownership of EFIH) and its indirect
ownership of the TCEH Entities (through its direct ownership of EFCH). EFH Cormp. also directly or indirectly owns a
number of other subsidiaries that are discussed below.

(b) EFH Corporate Services.

EFH Comorate Services provides a host of vital shared services to the TCEH Entities (i.e.,, Luminant and
TXU Energy), EFH Com., EFIH, and Oncor_Electric. EFH Comorate Services employs goproximately 450
individuals—including the majority ofthe Debtors’ senior executives. These shared services are integral to EFH Corp.
and its subsidiaries’ business operations, and also generate significant cost savings.

EFH Cormorate Services provides the shared services to the TCEH Entities and EFIH under separate shared
services agreements (the ““Shared Services Agreements”), and to EFH Corp. and certain of EFH Corp.’s other direct
and indirect subsidiaries through a series of operating procedures and the cash management sy stem administered by
EFH Corporate Services.** Services are provided to Oncor Electric based on historical practice. All shared services are
billed at cost.

Theshared services include, amongother things, certain:
e legal functions;

e human resources functions;

e treasury functions;

e enterpriseand market risk management functions;

% EFH’s cash management sy stem, the Shared Services Agreements, and intercompany payments in general are

discussed in more detail in Section 1V.C.1(b), entitled “Cash Management,” which begins on page 55.
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e controller functions;

o federal, state, and local tax services;

e financial planningfunctions;

e strategy and business develop ment functions;

¢ information technology and infrastructure services;

e external affairs, includingpolitical and regulatory advocacy;

e investorand media relations;

e corporatesecretarial, security,comp liance, and ethics issues;

e internal auditingand Sarbanes-Oxley comp liance;

e supply chain services;

e businessservices administration;and

o facility design and construction and real estate management.

As described in the Cash Management Motion, the treasury function at EFH Cororae Services p rovides
| certain cash management services to the Debtors (and certain of their non-Debtor, non-Oncor Electric affiliates).

Specifically, EFH Cormporae Services issues dhecks and automated clearing house payments to third parties for goods

and services received by the Debtors. The gop licable Debtors then reimburse EFH Cormorate Services for amounts
paid.

Aspart of the Restructuring, in order for TCEH to perform the functions currently being p erformed by EFH
Comporde Services, either the equity of EFH Corporae Services or certain assets and liabilities of EFH Corporate
Services will be transferred to Reorganized TCEH, as discussed éove in Section 1.C.2 of this Disclosure Statement,
entitled “Plan Structure,” which begins on page 2.

© EFH Properties Company.

Non-Debtor EFH Prop erties Company, adirect subsidiary of EFH Comp., is the lessee of record with resp ect to
certain of EFH’s real property leases, including the lease of EFH Corp.’s headquarters, which houses approximately
370 EFH Corporate Services and EFH Corp. employees and executives and approximately 400 of Luminant’s
employees™ Additionally, EFH Properties Company administers certain subleases with resp ect to EFH’s real p operty
leases, primarily with respect to the headquarters lease, and operates certain parking facilities. The Debtors were
granted the authority to continue performing under and honoring their obligations related the Intercompany
Transactions and Intercompany Claims with resped to the subleases pursuant to the order goproving the Cash
M anagement M otion.

(d) OtherDirectand Indirect S ubsidiaries of EFH Corp.

EFH Comp. also isthe parent of several entities with deminimis assets,®® including (i) three Debtor entities that
hold or once held intemational assets that have either been liquidated or otherwise disposed of or are currently in

% Nothing in this Disclosure Statement should be intempreted as foreclosing the possibility that EFH Properties

Company willbecomea Debtorin the Chapter 11 Cases.

% Excluding intercompany receivables.
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administration and/or liquidation cases initiated before the 2007 Acaquisition; (ii) Debtor entities associated with a
natural gas distribution business that was sold in 2004, a related non-Debtor captive insurance company, a related
non-Debtor United Kingdom entity in liquidation, and a related Debtor Canadian entitg that is associated with certain
de minimis pension obligations; and (iii) other entities tha hold miscellaneous assets,”” including a small number of
p atents, trade names, I T assets, land, and other de minimis assets.

3. EFIH.

EFIH is aholdingcompany and a direct, wholly -owned subsidiary of EFH Corp. Itsprimary asset is its 100%
ownership of Oncor Holdings, which, in tum, owns goproximately 80% of Oncor Electric. Onoor_Electric has made
dividend distributions to EFIH (through Oncor Holdings) totaling apggroximately $202 million, $213 million, $147
million, and $116 million in 2014, 2013, 2012, and 2011, respectively.™ EFIH has noactive business operations.

4. OncorElectric
@) Overview of Oneor’sOncor Ele ctric’s Business O perations.

Oncor_Electric provides transmission and distribution services in Texas. Unlike Luminant and TXU Energy,
whose rates are subject to market competition, Oneor’sOnor Electric’s rates are fully regulated and are subject to
detailed rate-settingproceedings before the PUCT. Onoor_Electric provides these services to REPs, including TXU
Energy, which sell electricity to residential and business customers, and electricity distribution companies,
cooperatives, and municipalities. TXU Energy is Oneor’sOncor Electric’s largest customer and accounts for a large
portion of OneerZsOnor Electric’s annual operating revenues: gproximately 25%, 27%, 29%, 33%, and 36% in
2014, 2013, 2012, 2011, and 2010, respedively.* Oncor_Electric operates the largest transmission and distribution
system in Texas: it covers more than 91 counties and over 400 incomporated municipalities in Texas, delivers
(ejlectrli)city toI more than 3.3 million homes and businesses, and op erates more than 121,000 miles of transmission and

istribution lines.

Pursuant to its organizaional documents and goplicable PUCT orders and rules, Oncor Electric is restricted
from making distributions under certain conditions. Oaee+2sOncor Electric’s dividend distributions are limited by its
regulatory capital structure, which is required to be at or below the assumed debt-to-equity ratio established
periodically by the PUCT for raemaking pumposes. Tha ratio is currently set & 60% debt to 40% equity.
Additionally, Oaes+2s0ncor Electric’s independent directors, acting by majority vote, and, during certain periods, any
director designated by Oneor’sOncor Electric’s minority investor, may prevent dividend distributions from Oncor
Electric if they determine that it is in thebest interests of Oncor Electric to retain such amounts to meet expected future
cash requirements.

(b) The Ring-Fencing Me asures.

Aspart of the 2007 Aaquisition, Onoor Electric imp lemented certain structural and operational “ring-fencing”
measures, including certain measures required by the PUCT, to enhance Oresr’sOncor Electric’s credit quality. The
ring-fence has a number of components. Most importantly, Oaee+2sOncor Electric’s independence is ensured by a
requirement that its board be composed of a majority of directors that are indgpendent from EFH Comp., EFIH, and
TCEH (and their subsidiaries excluding Onoor Holdings and its direct and indirect subsidiaries). Oncor_Electric also
has management and emp loy ees sep arate from EFH’s other businesses. Two of Oneors0ncor Electric’s directors are
appointed by EFIH.

7 Each of these entities other than Basic Resources, Inc., which owns certain comp aratively minor patents and is a

wholly-owned subsidiary of non-Debtor EFH Propertiess Company, is a Debtor. Nothing in this Disclosure

Statement should be interpreted as foreclosing the possibility that Basic Resources, Inc., will become a Debtor
in theChapter 11 Cases.

% Does not include anounts in 2012 and 2013 distributed by Oncor to Oncor Holdings that Onaor Holdings used

to pay its liability to EFH Corp. undertheOncor TSA.

% Thesefigures also include a relatively small amount attributableto TCEH’s other REPs.
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The ring-fence also provides tha Oncor Electric is p rohibited from securing any indebtedness of EFH Corp.
or its other non-Oncor Electric subsidiaries (includingthe Debtors).*’ In addition to protecting Qaees2sOnaor Electric’s
credit rating, the prohibition on cross-collateralization means tha Oncor_Electric is not subject to the operational and
financial restraints in the various documents governingthe Debtors’ prepetition funded indebtedness.

Finally, amongother things, Oneer’sOnoor Electric’s books and records are maintained separately from those
of EFH Com. and its non-Oncor Electric subsidiaries, and ©aes+’sOncor Electric’s headquarters are physically
separated from thoseof EFH Corp., EFIH, Luminant,and TXU Energy .

NoneoftheOncorElectricentities are Debtors in the Chapter 11 Cases.

5. EFH’s Regulatory Environment.

EFH ’s business operations are subject to significant regulation and oversight. Certain ofthose regulators were

discussed above, and the regulators that are most material to EFH’s business op erations are identified in the following
chart:

Agency or Entity Area(s) of Authority
Commodity Futures Trading Commission Futures market derivatives and over-the-counter
(the “CETC”) derivatives (including interest rate swaps and
commodity swaps)
ERCOT Ensure reliable operation of transmission and

distribution grid in theERCOT market

Dispatch generation to satisfy electricity requirements
in theERCOT market

Manage real-time and day -ahead markets and financial
settlement process in wholesale electricity markets in

theERCOT market
Environmental Protection Agency (the “EPA”) Air and water quality

Solid wastedisp osal
Equal Employment Opportunity Commission Laborrelations

(the “EEOC”)
Federal Communications Commission (the “FECC”) | Wireless radio licenses for emergency radio
communication

Federal Energy Regulatory Commission FERC has nationwide electricity reliability authority,
(the “EERC”) including with respect to the ERCOT market. The
ERCOT market, however, is not subject to the p lenary
jurisdiction of the FERC and electricity sales within the
ERCOT market are not within the FERC’s jurisdiction.
FERC does have jurisdiction over imports and exports
of wholesale electricity to and fromthe ERCOT market,
| and over OsneersOncor Electric’s facilities and
agreements that p rovide for electrical interconnection to
non-ERCOT utilities.

Mine Safetyand Health Administration (the M inesafety

“MS HA”)
North American Electric Reliability Corporation National electricity grid reliability standards
(the “NERC”),in conjunction with the Texas
Reliability Entity (the “TRE”)

Nuclear Regulatory Commission (the “NRC”) Nuclear operatinglicenses
Nuclear wastedisposal
Occupational Safety and Health Administration Workp lace safety

“ As noted below, certain obligations of EFCH that predate the 2007 Acquisition are secured by certain Onoor

assets.
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Agency or Entity Area(s) of Authority

(the “OSHA”)

Office of Surface Mining Reclamation and Enforces federal surface mining and environmental

Enforce ment (the “OSM”) standards

PUCT Wide-ranging oversight over the Texas electricity
market including, among other things, ensuring
customer protection and regulating the rates and
services, as well as certain “change of control”
transactions, of transmission and distribution utilities

| such as Oncor Electric

RCT Permits, enforces, and oversees Texas surface mining
and land reclamation process

TCEQ Air quality
Water quality
\Waste management

Pursuant to 28 U.S.C. § 959(b), the Debtors intend to comply with all goplicable regulatory requirements,
including all requirements related to or associated with safety, health, and environmental law compliance, during the
Chapter 11 Cases. In addition, the Debtors will seek all necessary regulatory gprovals, if any, from state and federal
regulatory authorities, in connection with the Debtors’ business operations and the Plan. Moreover, to the extent the
Debtors maintain insurance of their regulatory comp liance obligations, the Debtors intend to continue such insurance in
theordinary courseof business.

The Debtors intend to continue funding their obligations related to a nuclear decommissioning trust that will

be used to fund the decommissioning of the Comanche Peak plant. Those funding obligations are satisfied by customer

| surcharges collected by REPs on behalf of Onoor Electric and indirectly remitted from Onoor Electric to TCEH.* The

Deébtors also intend to remain in comp liance with their mining land reclamation obligations, including their reclamation
bondingrequirements, as discussed above.

C. EFH’s Capital Structure.
1. TCEH Debtors.
(@) Overview.

The TCEH Debtors’ funded prep etition debt obligations as ofthe Petition Date totaled approximately $32.068
billion (excludingapp roximately $1.235 billion of obligations under certain first lien hedging arran gements, which are
discussed in more detail below, and certain other obligations such as capital leases). Tha amount included
approximately $24.385 billion of first lien debt (excluding hedging arrangements), goproximately $1.571 billion of
second lien debt, and ap proximately $6.112 billion of unsecured debt,* as summarized in the followingtable:

*1' The Debtors were authorized to continue makingthese pay ments to the nuclear decommissioning trust pursuant

to the Taxes Order, as discussed below in Section IV.C.1(d) of this Disclosure Statement, entitled “T axes and

Fees,” which begins on page 74.
2 Total amounts exclude unamortized premiums, set off rights, accrued but unpaid interest, and fair value
discounts, and include amounts held by EFH Cormp. or EFIH. Amounts held by EFH Comp. or EFIH are noted
herein. The unsecured debt amount also includes goproximately $19 million of Pollution Control Revenue
Bonds that were supported by letters of credit issued under the TCEH Credit Agreement. As of the date hereof,
there are no Pollution Control Revenue bonds supported by outstanding letters of credit under the TCEH Credit
Agreement.
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Approx. Amount Interest or Original

Security Debt Obligation Outstanding as of | Other Payment | Matu rity/Payoff Debtor Obligors

the Petition Date Due Dates Date
) . A i All TCEH Debtors

TCEH Credit Agreement $22.635 billion Varies Varies
N - Jan. 1; April 1; July All TCEH Debtors

TCEH First Lien TCEH First Lien Notes $1.750 billion 1:0ct 1 October 2020
Secured  [CEH First Lien Commodity

Hedges ) i All TCEH Debtors

o $1.235 billion™ Varies Varies

TCEH First Lien Interest Rate
Swaps
TCEH Second . - Jan. 1; April 1; July . AII'TCEH Debtors
L ien Secured TCEH Second Lien Notes $1.571 billion 1:0ct 1 April 2021
TCEH 2015 Unsecured Notes $3.488 billion May 1; Nov.1 November 2015
All TCEH Debtors
TCEH TCEH Senior Toggle Not $1.749 billi May 1; Nov.1 N ber 2016
Unsecured nior Toggle Notes . illion ay 1; Nov. ovember
i TCEH
Pollution gggggl Revenue $875 million Varies Varies

In addition to the amounts described above, EFCH is an unsecured guarantor of goproximately $60 million of
unsecured notes issued by EFH Com. that are discussed in more detail below. Additionally, certain of the TCEH
Debtors also have additional obligations not reflected in theabovetable, which are discussed below.

(b)

As of the Petition Date, TCEH’s first lien debt was composed of: (i) goproximately $22.635 billion in
outstanding principal amount under TCEH’s first lien credit agreement (the“TCEH Credit Aareement™); (ii)
approximately $1.750 billion issued and outstanding TCEH 11.50% senior secured notes (the “TCEH First Lien
Notes™); and (iii) approximately $1.235 billion in obligations related to TCEH’s interest rate swaps that are secured on
afirst lien basis (the “TCEH First Lien Interest Rate Swaps”) and natural gas commodity hedges that are secured on a
first lien basis (the “TCEH First Lien Commodity Hedges” and, collectively with the TCEH Credit Agreement, the
TCEH First Lien Notes, and the TCEH First Lien Interest Rate Swap s, the “TCEH First Lien Debt,” and Claims under
the TCEH First Lien Debt, the“TCEH First Lien Claims™). TCEH First Lien Claims are classified as Class C3 TCEH
First Lien Secured Claims to the extent such Claims are Secured in accordance with section 506 of the Bankruptcy
Code. The remaining amount of any such TCEH First Lien Claims shall be a classified with the Generall CEH
Unsecured Debt Claims-Againstthe TCEH Dehtors Other Than EECH.

Asdiscussed morefully in Section IV.J ofthis Disclosure Statement, entitled

TCEH FirstLien Debt.

TCEH First Lien Investigation,” which begins on page 2, pursuant to the TCEH Cash Collateral Order, the
Debtors stipulated that the TCEH First Lien Secured Claims are valid and perfected first lien secured claims. The

TCEH Committee, the EFH Committee, and the TCEH Unsecured Ad Hoc Group, however, each filed motions
seeking standingto prosecute and investigate the TCEH First Llen G%M%WMMMGEH
Eirst-Lien Claims-may-not be first lienclaims.Se

* Amounts due under canceled TCEH First Lien Interest Rate Swaps and TCEH First Lien Commodity Hedges

were determined after such swapsand hedges were canceled followingthe Petition Date.
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(i) TCEH Credit Agreement.

Pursuant to the TCEH Credit Agreement, dated as of October 10, 2007 (as amended, modified, or
supplemented and in effect immediately prior to the Petition Date), among TCEH, as borrower, EFCH and the other
TCEH Debtors, as guarantors, Wilmington Trust, N.A., as successor administrative and collateral agent (in such
capacity, the“TCEH First Lien Credit Aagreement Agent”), and the lenders that are parties thereto from time to time,
the TCEH Debtors borrowed money fromthe lenders under term loan and revolving credit facilities. As ofthePetition
Date, a total of goproximately $22.635 billion was outstandingin principal amount under the TCEH Credit Agreement,
which included goproximately $2.054 billion under a revolving credit facility, aproximately $1.062 billion under
dep osit letter of credit term loan facilities, and ap p roximately $19.519 billion of term loan facilities.

(i) TCEH First Lien Notes.

Pursuant to that certain indenture, dated April 19,2011, for the 11.50% TCEH First Lien Notes originally due
October 1, 2020, by and among TCEH and TCEH Finance, as issuers, the other TCEH Debtors, as guarantors, and
Delaware Trust Company, as successor indenture trustee (in such capacity, the “TCEH First Lien Notes T rustee”) to
Bank of New York Mellon Trust Company, N.A. (“‘BNY”), TCEH and TCEH Finance issued the TCEH First Lien

Notes. Approximately $1.75 billion in principal amount of TCEH First Lien Notes were outstanding as of the Petition
Date.

(iii) TCEH First Lien Interest Rate Swaps and TCEH First Lien Commodity
Hedges.

Asofthe Petition Date, the TCEH Debtors were party to (A) certain transactions with counterp arties under the
TCEH First Lien Commodity Hedges and (B) certain transactions under the TCEH First Lien Interest Rate Swaps used
to hedge interest rate exposure on their variable rate debt. Certain holders of TCEH First Lien Interest Rate Swaps
were also counterparties to TCEH First Lien Commodity Hedges.

Asofthe date hereof, all of the counterparties to the TCEH First Lien Interest Rate Swap s have exercised their
termination rights under the “safe harbor” provisions of the Bankuptcy Code. The TCEH Deébtors estimate that their
total net liability under canceled TCEH First Lien Interest Rate Swaps and TCEH First Lien Commodity Hedges is
approximately $1.235 billion, which amount varies by less than 1.4% from the termination payments calculated by all
of the terminating counterparties. The Claims against the TCEH Debtors under the TCEH First Lien Interest Rate
Swapsand the T CEH First Lien Commodity Hedges (if any ) have not been finalized as of the date hereof.

(iv) Collateral Securing the TCEH First Lien Debt.

The TCEH First Lien Debt is secured by first priority liens on the collateral as defined in the TCEH Credit
Agreement and the TCEH First Lien Intercreditor Agreement (defined below), including substantially all of the assets
of TCEH, and is guaranteed on a secured basis by a first priority lien on EFCH’s equity interests in TCEH and by a first
priority lien on substantially all of the assets of the other TCEH Debtors. The collateral documents governing the
TCEH First Lien Debt provide that liens do not attach to certain limited categories of assets as provided in the
governing collateral documents.

(© TCEH S econd Lien Notes.

Pursuant to tha certain indenture, dated as of October 6, 2010 (as amended, modified, or supplemented) for
the 15% second lien notes (the “TCEH Second Lien Notes”) originally due April 1, 2021, by and among TCEH and
TCEH Finance, as issuers, the other TCEH Debtors, as guarantors, and Wilmington Savings Fund Society, FSB (a/k/a
Christiana Trust) (“Wilmington Savings™), as successor indenture trustee to BNY (in such cap acity, the “TCEH Second
Lien Notes Trustee”), TCEH and TCEH Finance issued the TCEH Second Lien Notes. Approximately $1.571 billion
in principalamount of TCEH Second Lien Notes were outstandingas of the Petition Date.

The TCEH Second Lien Notes are secured by a second priority lien on the collateral as set forth in that certain
second lien security agreement, dated as of October 6, 2010, by and amongthe TCEH Debtors and BN, as collateral
agent, including substantially all of the assets of the TCEH Debtors other than (i) the same categories of assets
excluded from the TCEH First Lien Debt and (ii) EFCH’s equity iterests in TCEH and TCEH’s direct and indirect
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equity interests in the TCEH Debtors if the pledge of such equity interests would require tha separate financial
statements be filed with the SEC for such subsidiaries. EFCH’s guarantee of the TCEH Second Lien Notes is
unsecured.

In accordance with section 506 of the Bankruptcy Code, the Valuation Analysis for Reorganized TCEH,
attached to this Disclosure Statement as Exhibit EG, demonstrates that the TCEH Second Lien Note Claims are
unsecured. Accordingly, they areclassified as Class C4 TCEH Unsecured Debt Claims.

d) TCEH Unse cured Funded Debt.
0] S enior Unsecured Notes.

Pursuant to that certain indenture, dated as of October 31, 2007 (as amended, modified, or supp lemented) for
two series of unsecured notes (the “TCEH Unsecured Notes”), by and among TCEH and TCEH Finance, as issuers, the
other TCEH Debtors, as guarantors, and Law Debenture Trust Company of New York (“LDTC”), as successor
indenture trustee to BNY (in such cap acity, the “TCEH Unsecured Notes Trustee”), TCEH and TCEH Fnance issued
the TCEH Unsecured Notes. The following TCEH Unsecured Notes were issued and outstanding as of the Petition
Date:

o approximately $3.488 billion principal amount of 10.25% notes originally due November 1, 2015/
and

e approximately $1.749 billion principal amount of 10.50% notes originally due November 1,2016.
TheTCEH Unsecured Notes are classified as Class C4 TCEH Unsecured Debt Claims.
(i) Pollution Control Reve nue Bonds.

TCEH has executed certain assumption agreements with resp ect to multiple series of pollution control revenue
bonds (the “Pollution Control Revenue Bonds”) that are held by unaffiliated third-parties’® As of the Petition Date,
principal amounts outstanding under the Pollution Control Revenue Bonds totaled approximately $875 million in the
aggregate, with interest rates generally ranging from 0.29%" to 8.25%, and original maturities ranging from June 1,
2021, to March 1,2041. Asofthe date hereof, there are no Pollution Control Revenue Bonds supported by outstanding
letters of credit under the TCEH Credit Agreement. The remaining amounts outstanding under the Pollution Control
Revenue Bonds are unsecured obligations of TCEH. TCEH’s obligations under these agreements are not secured or
guaranteed by any of the other TCEH Debtors.

The Pollution Control Revenue Bonds are classified as Class €5-GeneralC4 TCEH Unsecured Debt Claims
Againstthe TCEH Debtors Other Than EECH, though, and such Claims can beasserted only against TCEH.

e) Other TCEH Indebtedness.
(i) EFCH 2037 Notes.

Pursuant to that certain indenture, dated as of December 1, 1995, for two series of notes (the “EFCH 2037
Notes”) originally due January 30, 2037, by and among EFCH, as issuer, and BNY, as tstee (in such capacity, the
“EFCH 2037 Notes Trustee”), EFCH issued the EFCH 2037 Notes. Approximately $9 million in principal amount of
the EFCH 2037 Notes were outstanding as of the Petition Dae, including approximately $1 million of floating-rate

44

Including aop roximately $284 million held by EFH Comp. and goproximately $79 million held by EFIH, which
amounts are classified as Class C8 Non-TCEH Debtor Intercompany Claims.

* Additional series of Pollution Control Revenue Bonds have been repurchased by TCEH and are held in a
custody account.

“®  Asof May 7,2014.
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notes and $8 million of 8.175% notes. The EFCH 2037 Notes are not secured or guaranteed, and are subordinate to
EF CH’s other prepetition funded indebtedness.

The EFCH 2037 Notes are classified as Class C6 General Unsecured Claims Against EFCH. The EFCH 2037

Note Claims are contractually subordinated to other Claims against EFCH, including EFCH’s guarantee of the TCEH
First Lien Debt.

(i) Tex-La Obligations.

’ EFCH is the principal obligor of, and EFH Comp. guarantees,
approximately $50 million of obligations related to goutstanding principal balances on series of transactions by and
among the p redecessors of EFH Comp. and EFCH, on one hand, and the Tex-La Electric Cooperative of Texas, Inc.
(“Tex-La), on the other hand (the“Tex-La Obligations”)% As of December 31,2014, goproximately $21 million and
$29 million of the Tex-La Obligations due in 2019 and 2021, respectively, were outstanding. The Tex-La Obligations
are secured by a2.17% undivided ownership in Comanche Peak’s electricity generation and transmission assets and a
6.02% undivided ownership interest in the 51.5 mile 345 kV Comanche Peak-Clebume-Everman transmission facility .
TheTex-LaObligations relate to a settlement of litigation between the p redecessor of EFCH and Tex-Lain 1990.

TheTex-LaObligations are classified as Class C1 Other Secured Claims Against the TCEH Debtors.
(iii) Leases.

The TCEH Debtors are parties to leases relating to, among other things: (A) rail cars; (B) office space;
(C) equipmentused in business operations, includingminingequip ment; and (D) leases of tracts of real property.

Certain of the TCEH Deébtors’ rail car leases are structured as leveraged leases. Under these railcar leases, a
trust owns railcars and leases the railcars to the TCEH Debtors. The trusts, in turn, have issued notes that are secured
by, amongotherthings, therailcars subject to the lease and thetrust’s interest in the lease.

The TCEH Debtors’ obligations under their leases, including the railcar leveraged leases, are not currently
classified. Theleases will be subject to treatment under section 365 of the Bankruptcy Code.

(iv) Fixed Facility Bonds.

The TCEH Debtors’ combustion tutbine electricity generation assets are structured as leveraged leases that are
similar to the railcar leveraged leases discussed above. Importantly, however, the TCEH Debtors own the beneficial
equity interests in the trusts that own these assets. Accordingly, the TCEH Debtors are the beneficial owners and the

lessees of these assets. As of December 31, 2014, gpproximately $4 million and $25 million due 2015 and 2017,
resp ectively, remained outstandingon the notes secured by the combustionturbines.

The TCEH Débtors’ obligations under these leases are not currently classified. The leases will be subject to
treatment under section 365 of the Bankruptcy Code. The amount outstandingon the notes secured by the combustion
turbines arediscussed for illustrative purposes only.

) Oak Grove Promissory Note.

In December 2010, Oak Grove Power Company LLC (“Oa&k Grove”), an indirect subsidiary of TCEH,
purchased certain mineral rights located in Robertson County, Texas from North American Coal Royalty Company.
Concurrent with the sale, O&k Grove executed the Ok Grove Promissory Note, which is non-interest bearing and
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secured by thepurchased assets. Approximately $2 million was outstandingunder the Oak Grove Promissory Note as
of December 31,2014,

TheOak Grove Promissory Noteis classified as a Class C1 Other Secured Claim Against the TCEH Debtors.
()] Intercreditor Agreements.
(i) TCEH First Lien Intercre ditor Agre ement.

The TCEH first lien intercreditor agreement (as amended, restated, modified, and supp lemented from time to
time, the “TCEH First Lien Intercreditor Agreement™) entered into by and among the TCEH Debtors, Wilmington
Trust, N.A., as successor administrative agent and collateral agent (in such capacity, the “TCEH Collateral Agent”),
certain Holders of TCEH First Lien Claims, and other parties thereto from time to time, governs certain rights and
remedies as between the various Holders of TCEH First Lien Claims, relative priority of claims, and certain rights and
remedies in the Chapter 11 Cases.

(i) TCEH S econd Lien Inte rcre ditor Agreement.

The TCEH second lien intercreditor agreement (as amended, restated, modified, and supplemented from time
to time, the “TCEH Second Lien Intercreditor Agreement™) entered into by and among the TCEH Debtors, the TCEH
Collateral Agent, and the TCEH Second Lien Notes Trustee, govems certain rights and remedies as between the
Holders of TCEH First Lien Claims, on one hand, and the Holders of TCEH Second Lien Claims, on the other hand,
including certain rights and remedies in the Chapter 11 Cases. In particular, the TCEH Second Lien Intercreditor
Agreement provides that if the collateral trustee, acting at a direction of a majority of the Holders of TCEH First Lien
Claims pursuant to the TCEH First Lien Intercreditor Agreement, consents to the use of cash mllateral and the
acquisition of postpetition debtor-in-possession financing, the Holders of TCEH Second Lien Claims may not contest
such relief. Pursuant to these provisions, the Holders of TCEH Second Lien Claims were deemed to consent to the
TCEHDIP Facility and the TCEH Debtors’ use of cash collateral.

()} TCEH Unencumbered Assets.

Under the order goproving the TCEH DIP Facility, the TCEH DIP Lenders have a lien on all
unencumbered assets, excluding avoidance actions and the p roceeds thereof, and their supempriority claims may be
satisfied from any oftheassets ofthe TCEH Debtors’ estates, including all unencumbered assets.

Under the Cash Collateral Order, the prepetition secured creditors have adequate protection liens on all
assets, excludingunencumbered assets, and their sup empriority claims may be satisfied from any of the assets of the

TCEH Debtors’ estates, including all unencumbered assets, but excluding avoidance actions and the proceeds
thereof.

The Debtors anticip ate that the value attributable to the followingassets will be available for distribution to
holders of claims underthePlan (such assets, the “Unencumbered Assets™):

Unencumbered Asset Category Description and/or Estimated Value™

Unencumbered Cash ~$162.5million consistingof $150 million in connection with TXU
Receivables, $2 million related to sale of unencumbered real estate at
Northlake, and $10.5 million of unencumbered cash at Greenway
DevelopmentCompany, LLC*

* Values based on book values as of April 2015 unless otherwise noted. Fair market values for non-cash assets

may vary and cannot beaccurately determined.
* Comprised of $1.3 million of beginning cash on hand, plus $9.2 million in proceeds from the recent sale of
property held in theCollin G/ G&B LLC joint venturein May 2015.
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Excluded Stock and Stock
Equivalentsorany other Stockor
Stock Equivalentsofany person
pledged (orspecifically excluded
from the pledge) pursuantto the
pledge agreements

Unrestricted Subsidiaries:

*  Nuclear Energy FutureHoldings LLC, Nuclear Energy Future
Holdings I LLC, and ComanchePeak Nuclear Power Company
LLC:deminimis.

»  Developmentin progress is being written down to $0
because of M HI’s withdrawal from the Comanche
Peak Joint Venture-as-described-below-* > Assets

not believed to haveany significant stand-alone
value.

*  Greenway Development HoldingCompany LLC (“GDLLC”): $
$3.5 to $4.5 million of remaining estimated value in the joint
venture.*

Immaterial Subsidiaries:
*  TXU Receivables: Bedeminimis
» Although thereare several Immaterial Subsidiaries otherthan
TXU Receivables, the interests have no economic value because
the Immaterial Subsidiaries otherthan T XU Receivables are
direct guarantorsunder therelevant credit documents.

Non-wholly owned Joint Ventures subject to transfe r restrictions:

+ EFHCG Holdings Company LP: Bedeminimis, consistingof
proprietary softwareand a small parcel of land with little if any
commercial value.

Motor ‘ehicles and other assets
subjectto certificates oftitle

All motorvehicles (estimated based on book values as of Dec. 2014):

*Approximately $9-12million

Assets specifically requiring
pe rfection through control
agreements (other than the Deposit
L/C Loan Collateral Account)

Otherthan thesegregated bank accountat TCEH LLC, none

Property subject to Capital Leases
andPMSIs

Residual equity value in lease interests on account of end-of-lease buyout
rights: $0 - $5,000,000

%2 _Following the recent transaction that occurred in May 2015, GDLLC, will receive 49% of future cash until
GDLLC receives 2x its initial contribution, or $12,455,500. After that 2x threshold is reached, GDLLC will
receive 43.1% of future cash generated by the JV. Assuming the remaining 20 acres of real estate has an
estimated value of $8-10 million, then GDLLC would receive an additional ap p roximately $3.5 - $4.5 million.
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Leased and non-material (ie. less
than or equal to $20 million
individually) owned real property

Approximately $1.5-3.0 million

More than $100 million of properties that are each valued at $20 million
or less, but all such properties other than River Crest real estate were
encumbered by mortgages.

Certain mineral, oil, gas and as-
extracted collateral in abowe-ground
stockpiles, atthe mines

De minimis, consisting of the insignificant value of coal in above-ground,
at-p lant stockpiles awaiting loading to thep lants.

Awidance Actions Under State Law
or Chapter5 of the Bankruptcy Code

The estimated values set forth herein are contingent, unliquidated
amounts based on allegations and do not account for litigation risk or the
potential merit of those assertions.®® Nothing in this disclosure
constitutes adetermination ofrisk-adjusted value by the Debtors.

e Avoidance actions in connection with the 2007 LBO: up to
$27.2 billion.

e Avoidance actions in connection with the 2011 amendment of
the TCEH Credit Agreement and extension of debt maturities:
up to $2.08 billion.

e Preference Action to avoid amounts paid on account of TCEH
First Lien Debt:up to $216 million.

e Avoidance actions in connection with the April 19, 2011
issuance of TCEH Senior Secured Notes due 2020: up to $1.75
billion.

e Avoidance actions in connection with the 2013 Extension of
TCEH RevolvingCredit Facility obligations: up to $370 million.

e Action to avoid transactions involving TCEH unencumbered
cash assets: up to $188 million.

e Declaratory judgment that certain deposit accounts are
unencumbered: up to $352 million.

e Avoidance actions in connection with unperfected liens and
security interests: amount not disclosed.

e Actions to avoid tax payments made to EFH: up to $8384
million.

e Avoidance actions in connection with TCEH/EFH Intercompany
Notes: up to $725million.

e Avoidance actions in connection with payment of advisory fees
to Sponsor entities: up to $141 million.

e Avoidance actions in connection with payment for shared
services: up to $130million.

e Avoidance actions in connection with September 2012 “make-
whole”pay ments from Luminantto EFIH: up to $159 million.
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The amounts set forth herein are derived from (i) the Adversary Complaint for Declaratory Judgment,

Avoidance and Recovery of Liens, Security Interests, Obligations, Fees, and Interest Payments, and Disallowance
of Claims, filed as Exhibit C to the Official Committee of Unsecured Creditors of Energy Future Competitive
Holdings Company LLC’s Motion of the Official Committee of Unsecured Creditors for Entry of an Order
Granting Exclusive Standing and Authority To Commence, Prosecute, and Settle Certain Claims for Declaratory
Judgment, Avoidance and Recovery of Liens, Security Interests, Obligations, Fees, and Interest Payments, and

| Disallowance of Claims [PktD.L. No. 3593] (Feb. 19, 2015); (ii) the Presentation to Proskauer Rose LLP, dated
as of March 5, 2015 and filed as Exhibit B to Energy Future Competitive Holdings Company LLC and Texas
Competitive Electric Holdings Company LLC's Statement in Support of Intercompany Settlement in the Plan

| [BkiD.l. No.4145] (Apr. 14, 2015); and (iii) the Verified Creditor Derivative Complaint for Breach of Fiduciary
Dutyfiled in Aurelius Capital Master, Ltd.v. Acosta, No.13-1173(N.D. Tex Mar.19,2013).
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Excluding avoidance actions as described above, the estimated total value of the Unencumbered Assets as
of April2015is ap proximately $176 million to $187 million.
2. EFH Corp.
(@) Overview.

As of the Petition Dae, EFH Com. had outstanding prepetition funded indebtedness of goproximately
$1.929 billion, as summarized in the followingtable:**

Approx. Amount Interest Original
Security Debt Obligation Outstanding as of Payment Due | Maturity/Payoff Obligors
the Petition Date Dates Date

EFH Corp. Debt

Varies by series,

May 15: November November 2014,

EFH Legacy Notes $1.864 billion® 15 November 2024, EFH Corp. as issuer
and November
2034

ILEJ':EEEU?’(Z% EFH Corp. as issuer
EFCH as unsecured

EFH LBO Notes $60 million May 1; November 1] November 2017 guarantor
EFIH as unsecured

guarantor
EFH Unexchanged Notes $5 million Varies Varies EFH Corp. as issuer

(b) EFH Corp.Debt.

Approximately $1.929 billion in outstanding unsecured notes issued by EFH Com. (the “EFH Unsecured
Notes”) were outstandingas of thePetition Date (including amounts held by EFIH). In addition to the EFH Unsecured
Notes, EFH Com. guarantees the T ex-LaObligations described above.

Except as noted below with respect to the EFH LBO Notes, the EFH Unsecured Notes are classified as Class
A9 General Unsecured Claims Against EFH Cormp.

0] EFH Legacy Notes.

Pursuant to three separate indentures, each dated as of November 1, 2004 (as amended, modified, or
supplemented), and three associated officer’s certificates, each dated as of November 26, 2004, for three series of
unsecured notes (the “EFH L. Notes”), by and among EFH Corp., as issuer, and American Stock Transfer & Trust
Company, LLC (“‘AST&T”), as successor indenture trustee to BNY (in such capacity, the “EFH Legacy Notes
Trustee”), the predecessor to EFH Corp. issued the EFH Legacy Notes. The following EFH Legacy Notes were
outstandingas of the Petition Date: *®

e approximately $371million principalamount of5.55% notes originally due November 15,2014,

e approximately $746 million principalamount of 6.50% notes originally due November 15, 2024; and

¥ In addition to these amounts, non-Debtor EFH Properties Company is obligated on a leveraged lease relating to

Energy Plaza, EFH’s corporate headquarters. The lease is currently serviced by the proceeds of apreviously -
drawn letter of credit issued underthe TCEH Credit Agreement.
* Includes aoproximately $1.282 billion of EFH Legacy Notes held by EFIH, which is classified as a Class A4
EFH Legacy NoteClaim.

% EFIH holds (a) approximately $281 million of the 5.55% notes; (b) gop roximately $545 million of the 6.50%
notes;and (c) ap proximately $456 million of the 6.55% notes.
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e approximately $747 million principal amount of 6.55% notes originally due November 15,2034.
(i) EFH LBO Notes.

Pursuant to that certain indenture, dated as of October 31, 2007 (as amended, modified, or supp lemented) for
two series of notes (the “EFH LBO Notes”) originally due November 1, 2017, by and among EFH Corp, as issuer,
EFCH and EFIH, as guarantors, and AST&T, as successor indenture trustee to BNY (in such cap acity , the “EFH LBO
Notes T rustee”), EFH Corp. issued the EFH LBO Notes. The EFH LBO Notes are guaranteed on an unsecured basis
by EFCH and EFIH. Approximately $60 million principal amount of EFH LBO Notes, including $33 million of
10.875%notes and $27 million of 11.25% notes, were outstandingas of the Petition Date.

The EFH LBO Notes are classified as Class A6 EFH LBO NotePrimary Claims, Class B5 General Unsecured

Claims Against the EFIH Debtors, and General Unsecured Claims Against EFCH with respect to their guarantee claims
against EFCH.

(iii) EFH Unexchanged Notes.

Pursuant to two separate indentures, one dated November 16, 2009, and the other dated January 12, 2010
(each as amended, modified, or supplemented) for two series of unsecured notes (theEFH Unexchanged Notes™), by
and among EFH Corp., as issuer, and AST&T, as successor indenture trustee to BNY (in such capacity, the “EFH
Unexchanged Notes Trustee”), EFH Corp. issued the EFH Unexchanged Notes. The EFH Unexchanged Notes are
unsecured, unguaranteed obligations of EFH Comp. Approximately $3 million of 10.00% EFH Unexchanged Notes
originally due January 2020 and $2 million of 9.75% EFH Unexchanged Notes originally due October 2019 were
outstandingas of the Petition Date.”’

TheEFH Unexchanged Notes are classified as Class A5 EFH Unexchanged Note Claims.
3. EFIH Debtors.

Asof thePetition Date, the EFIH Debtors had goproximately $7.709 billion in outstandingp rep etition funded
indebtedness, including approximately: (i) $3.985 billion of first lien notes (the “EFIH First Lien Notes”);
(ii) approximately $2.156 billion of second lien notes (the “EFIH Second Lien Notes™); and (iii) approximately $1.568
billion of unsecured notes (the “EFIH Unseared Notes”). Additionally, EFIH is an unsecured guarantor of
approximately $60 million of EFH LBO Notes. The EFIH First Lien Notes are no longer outstanding, and the EFIH
Second Lien Notes havebeen partially repaid.*®

Approx. Amount Interest Original
Security Debt Obligation Outstanding as of Payment Due | Maturity/Payoff Obligors
the Petition Date Dates Date
EFIH Debt ‘
. : s February 15; .
EFIH First Lien EFIH First Lien 2017 Notes $503 million August 15 August 2017 EFIH and iE;:JeHrSFmance as
Secured | £ Ey First Lien 2020 Notes $3.482 billion ne 1; December 2020
December 1

— EFIH and EFIH Finance as
$406 million issuers

L ien Secured Notes November 15

EFIH Second EFIH Second Lien 2021 | | May 15;

October 2021 |

*" The EFH Unexchanged Notes were previously guaranteed by EFCH and EFIH. EFIH’s guarantee was secured
by a first priority lien on EFIH’s equity interest in Oncor. The guarantees and lien were eliminated in
transactions under the Liability Management Program, which is discussed in Section I11.G.1(a) of this
Disclosure Statement, entitled “The Liability Management Program,” which begins on page 54. In those
transactions, the EFH Unexchanged Notes were tendered in exchange for notes issued by EFIH. Consent was
simultaneously solicited for theelimination of theguarantees and liens.

% Additional details regarding the EFIH Second Lien Partial Rep ay mentis below.
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Approx. Amount Interest Original
Security Debt Obligation Outstanding as of Payment Due | Maturity/Payoff Obligors
the Petition Date Dates Date
EFIH Second Lien 2022 - March 1;
Notes $1.750 hillion September 1 March 2022
) . June 1; )
EFIH EFIH Senior Toggle Notes $1.566 billion December 1 December 2018 |EFIH and iE;:JeHrsFmance as
Unsecured - April 15;
EFIH Unexchanged Notes $2 million October 15 October 2019

€)] EFIH FirstLien Notes.

Pursuant to that certain indenture, dated August 14, 2012 (as amended, modified, or supp lemented, the “EFIH
Eirst Lien 2017 Note Indenture”), forthe 6.875% EFIH First Lien Notes originally due August 15,2017, by and among
EFIH and EFIH Finance, as issuers, and Delaware Trust Company (the “EFIH First Lien Notes T rustee”) as successor
to BNY as indenture trustee for the 6.875% EFIH First Lien Notes (in such cap acity , the“EFIH First Lien 2017 Notes

Trustee”), EFIH and EFIH Finance issued a series of EFIH First Lien Notes, of which goproximately $503 million
principal anountwas outstandingas of the Petition Date.*

Pursuant to that certain indenture, dated August 17, 2010 (as amended, modified, or supp lemented, the “EFIH
First Lien 2020 Note Indenture” and, together with the EFIH First Lien 2017 Note Indenture, the “EFIH First Lien
Indentures™), for the 10.00% EFIH First Lien Notes originally due December 1, 2020, by and among EFIH and EFIH
Finance, as issuers, and CSC;_ Tust Company of Delaware (‘CSC™), as successor indenture trustee to BNY (in such
capacity , the “EFIH First Lien 2020 Notes T rustee”), EFIH and EFIH Finance issued a series of EFIH First Lien Notes,
ofwhich ap proximately $3.482 billion principal amountwas outstandingas ofthe Petition Date.*

The EFIH First Lien Notes were secured by first priority liens in the wllateral as defined in the EFIH
Collateral Trust Agreement (defined below) and certain related doaumentation, specifically, EFIH’s equity interest in
OncorHoldings. TheEFIHFirstLien Notes werenotguaranteed.

On June 19, 2014, the EFIH First Lien Notes were paid in full (other than disputed amounts which may or
may not be Allowed) (the “EFIH First Lien Repayment”) pursuant to the EFIH First Lien Settlement. The EFIH
Deébtors believe that the full amount of principal and accrued interest of all EFIH First Lien Notes that were not rep aid
in connection with the EFIH First Lien Settlement has been paid; the EFIH First Lien Notes Trustee and non-Settling
Holders of EFIH First Lien Claims argue tha various additional amounts, including asserted EFIH First Lien
Makewhole Claims, “Addiional Interest” pursuant to the registration rights agreement, and certain other fees and
indemnification expenses are owed. The EFIH First Lien Repayment, the EFIH First Lien Settlement, and the asserted

% Pursuant to a registration rights agreement, EFIH agreed to use its commercially reasonable efforts to register

notes under the Securities Act havingsubstantially the same terms as the EFIH First Lien 2017 Notes as part of
an offer to exchange freely tradable notes for the EFIH First Lien 2017 Notes by August 14, 2013. The
exchan ge offer was not comp leted, and under the terms of the registration rights agreement, the interest rate on
the EFIH First Lien 2017 Notes increased by 0.25% on August 15, 2013, and by another 0.25% on
November 15, 2013. The Debtors have reserved all of their rights with respect to the registration rights
agreement with respect to non-settling Holders of EFIH First Lien 2017 Notes, specifically with respect to
whether theadditional rates of interest are enforceable against the Debtors.
% Ppursuant to a registration rights agreement, EFIH agreed to use its commercially reasonable efforts to register
notes under the Securities Act havingsubstantially the same terms as the EFIH First Lien 2017 Notes as part of
an offer to exchange freely tradable notes for goproximately $1.302 billion of the EFIH First Lien 2020 Notes
issued in January 2013. Under the terms of the agreement, the registration was supposed to occur by Januay
29, 2014. The exchange offer was not comp leted, and under the terms of the registration rights agreement, the
interest rate on the applicable EFIH First Lien 2020 Notes increased by 0.25% on January 30, 2014, and by
another 0.25% on April 30, 2014. The Debtors have reserved all of their rights with respect to the registration
rights agreement with respect to non-settling Holders of EFIH First Lien 2020 Notes, specifically with respect
to whether theadditional rates of interest are enforceable against the Debtors.
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EFIH First Lien Makewhole Claims are discussed in more detail in Section 1V of this Disclosure Statement, entitled
“Material Eventsin the Chapter 11 Cases,” which begins on page 2.

Any Claims on account of the EFIH First Lien Notes that are allowed by Final Order will be classified as
Class B3 EFIH First Lien Note Claims to the extent such Claims are Secured, and as Class B5 General Unsecured
Claims Against the EFIH Debtors totheextent such Claims are Unsecured.

(b) EFIH S econd Lien Notes.

Pursuant to that certain indenture, dated April 25,2011 (as amended, modified, or supplemented) for the EFIH
Second Lien Notes, by and among EFIH and EFIH Finance, as issuers, and Computershare Trust Company, N.A. and
Computershare Trust Company of Canada (“Computershare Trust”) as successor indenture trustee to BNY (in such
cap acity , the “EFIH Second Lien Notes Trustee”), EFIH issued two series of EFIH Second Lien Notes. The following
EFIH Second Lien Notes were outstandingas of the Petition Date:

e approximately $406 million principal amount of 11.00% EFIH Second Lien Notes originally due
October1,2021;and

e approximately $1.750 billion principal anount of 11.75% EFIH Second Lien Notes originally due
March 1,2022.*

The EFIH Second Lien Notes are secured by second priority liens in the collateral as defined in the EFIH

Collateral Trust Agreement (defined below) and certain related documentation, sp ecifically, EFIH’s Interests in Oncor
Holdings. TheEFIH Second Lien Notes arenot guaranteed.

Pursuant to the Partial Rep ayment Order;_(as defined below), the EFIH Debtors obtained authority to p artially
repay obligations under the EFIH Second Lien Notes using $750 million of cash on hand & EFIH, and the transaction
closed on March 11, 2015 (the “EFIH Second Lien Partial Repayment”). The Partial Repayment Order dictated that
the repayment amount be allocated first to certain indenture trustee fees under the gop licable indenture totaling $15
million, then to all interest accrued on the EFIH Second Lien Notes in full, then to principal under the EFIH Second
Lien Notes, subject to certain reservaions of rights, including of the Debtors to recharacterize such amounts. The
EFIH Second Lien Partial Regpayment, including these reservations of rights, isdiscussed in more detail in Section IV
of this Disclosure Statement, entitled “Material Events in the Chapter 11 Cases,” which begins on page 2. As a result
of the EFIH Second Lien Partial Regpayment, as of the date hereof, the principal amount outstanding on the 11.00% and
11.75% notes are $322 million and $1,388 million, resp ectively.

The Debtors seek a ruling from the Bankruptcy Court that, notwithstanding the EFIH Second Lien Partial
Repayment and any repayment or other treatment of the EFIH Second Lien Notes, no EFIH Second Lien Makewhole
Claims or Postp etition Interest Claims for “Additional Interest” in connection with the registration rights agreement or
interest on interest or other fees and indemnification expenses should be Allowed. In addition, the Debtors reserve the
right to argue that the contractual rate of interest under the EFIH Second Lien Notes is unreasonable and should be
reduced. Potential disputes with respect to the EFIH Second Lien Partial Repayment, the asserted EFIH Second Lien
Makewhole Claims, and other disputed amounts are discussed in greater detail in Section IVK of this Disclosure
Statement, entitled “Makewhole Litigation,” which begins on page 2.

All Claims under the EFIH Second Lien Notes, includingany EFIH Second Lien M aewhole Claims or other
disputed amounts related to the EFIH Second Lien Notes that are eventually Allowed, are classified as Class B4 EFIH

81 Pursuant to a registration rights agreement, EFIH agreed to use its commercially reasonable efforts to register

notes under the Securities and Exchange Act having substantially the same terms as the EFIH Second Lien 2022
Notes as part of an offer to exchange freely tradeble notes for the EFIH Second Lien 2022 Notes by February 5,
2013. The exchange offer was not completed, and under the terms of the registration rights agreement, the
interest rate on the EFIH Second Lien 2022 Notes increased by 0.25% on February 6, 2013, and by another
0.25% on May 6, 2013. The Debtors have reserved all of their rights with respect to the registration rights
agreement with respect to non-settling Holders of EFIH Second Lien Notes, specifically with respect to whether
theadditional rates of interest are enforceable against the Debtors.
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Second Lien Note Claims to the extent such Claims are Secured, and as Class B5 General Unsecured Claims Against
the EFIH Debtors totheextent such Claims are Unsecured.

(© EFIH Unse cured Notes.

Pursuant to that certain indenture, dated as of November 16, 2009 (as amended, modified, or supplemented)
for the 9.75% unsecured notes (the “EF IH Unexchanged Notes”) originally due October 15,2019, by and among EFIH
and EFIH Finance, as issuers, and UMB Bank, N.A. (‘UMB”), as successor indenture tustee to BNY (in such
capacity, the “EFIH Unexchanqed Notes Trustee”) EFIH and EFIH Finance issued the EFIH Unexchanged Notes.
Approximately $2 million of EF IH Unexchanged Notes were outstandingas ofthe Petition Date.*?

Pursuant to that certain indenture, dated as of December 5,2012 (as amended, modified, or supplemented) for
1125%/12.25% toggle notes (the““EFIH Senior Toggle Notes™) originally due December 1,2018, by and among EFIH
and EFIH Finance, as issuers, and UMB, as successor indenture trustee to BNY (in such cap acity, the “EFIH Toggle

Notes Trustee”), EFIH and EFIH Finance issued the EFIH Senior Toggle Notes. Approximately $1.566 billion of
EFIH Senior T oggle Notes were outstandingas of the Petition Date.®®

The EFIH Unsecured Note Claims are classified as Class B5 General Unsecured Claims Against the EFIH
Debtors.

(d) EFIH Collateral Trust Agreement.

The oollateral trust agreement (as amended, restaed, modified, and supplemented from time to time,
the“EFIH Collateral T rust Agreement”) entered into by and among EFTH, CSC, as EFIH First Lien Notes Tustee and
as successor collateral trustee in the indentures goveming the EFIH First Lien Notes and the EFIH Second Lien Notes
(in such capacity, the “EFIH Prepetition Collateral T rustee”), the EFIH Second Lien Notes Trustee, and other p atties
thereto from time to time, governs certain rights and remedies in resp ect of collateral as between the Holders of EFIH
First Lien Note Claims, on one hand, and Holders of EFIH Second Lien Note Claims, on the other hand, including
certain rights and remedies in the Chapter 11 Cases.

4. OncorElectric.

As of December 31, 2014, Oncor_Electric, together with its subsidiary Oncor_Electric BondCo, had
approximately $5.7 billion of outstanding funded indebtedness, including amounts dravn under a revolving credit
facility. The Debtors expect that, urless—a-other than with respect to the REIT Reorganizaion-essuts, none of

OnecorsOncor Electric’s business operations, assets, or liabilities, including Oneor’sOnar Electric’s and Oncor
Electric BondCo’s outstanding funded indebtedness, will be materially affected by the Chapter 11 Cases.

%2 The EFIH Unexchanged Notes were previously secured by a first priority lien on EFIH’s equity interest in

Oncor Holdings. The lien was eliminated in subsequent transactions in the Liability Management Program,
which is discussed in Section 111.G.1(a) of this Disclosure Statement, entitled “The Liability M anagement
Program,” which begins on page 53, in which the EFIH Unexchanged Notes were tendered in exchange for new
notesissued by EFIH. Consent was simultaneously sought, and received, for elimination of the liens.
83 Pursuant to a registration rights agreement, EFIH agreed to use its commercially reasonable efforts to register
notes under the Securities and Exchange Act having substantially the same terms as the EFIH Senior Toggle
Notes as part of an offer to exchange freely tradable notes for the EFIH Senior Toggle Notes by December 5,
2013. The exchange offer was not completed, and under the terms of the registration rights agreement, the
interest rate on the EFIH Senior Toggle Notes increased by 0.25% on December 6, 2013, and by another 0.25%
on March 6, 2014. The Debtors have reserved all of their rights with respect to the registration rights
agreement.
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IIL The Events L.eading to the Debtors’ Financial Difficulties

A. History of EFH Corp.

TXU Corp. (the predecessor of EFH Comp.) was historically a geographically -determined, vertically -
integrated, rate-regulated monopoly electricity provider. In other words, TXU Corp. generated its own electricity and
transmitted and sold that electricity to customers within its service territory a rates determined by the PUCT. That
changed with thepartial deregulation ofthe Texas electricity market, which proceeded in two steps. First, in 1995, the
Texas legislature passed legislation to begin deregulation of the wholesale electricity market. Seoond, in 1999, the
Texas legislature passed legislation that mandated deregulation of the retail electricity market and unbundling of
integrated utilities in the competitive ERCOT market into separate transmission and distribution utilities, which
remained rate-requlated, and competitive electricity generatorsivholesalers and retail electricity providers, to be
accomp lished by 2002. Accordingly, in 2002, TXU Corp. separded its regulated transmission and distribution utility
from its deregulated generation, wholesale, and retail electricity units. The transmission and distribution utility
remained rate-regulated, while the generation, wholesale, and retail businesses became subject to market-driven prices
and competitive forces.

Asdiscussed in greater detail below, the wholesale price of electricity is closely related to theprice of natural
gas in the ERCOT market. The monthly settled price of natural gas almost trip led between 1999 and 2006, resulting in
significant increases in the enterprise value of TXU Comp. Moreover, the robust Texas economy led to continuing
increases in the demand for electricity. As a result of these factors, along with other efforts undertaken in the mid-
2000s to address certain leverage and over-diversification issues, TXU Corp.’s p erformance improved and its stock
valuesignificantly increased between 2003 andearly 2007.

B. The 2007 Acquisition.

On February 26, 2007, TXU Cormp. entered into an agreement to be acquired by Texas Holdings, a newly -
created comp any owned by affiliates of the Sponsor Group and co-investors. The merger agreement contemplated that
Texas Holdings, through a merger subsidiary, would acquire all outstanding shares of TXU Cormp. for $69.25 per share
in cash. This amount represented a premium over the stodk price of TXU Corp. before the 2007 Acquisition was
announced.

In the 2007 Acquisition transaction, goproximately $315 billion in new debt was issued, including
approximately $27 billion at TCEH and goproximately $4.5 billion at EFH Corp. Affiliates of the Sponsor Group and
co-investors contributed goproximately $8.3 billion as equity cgpital. The 2007 Acquisition resulted in the cash buyout
of the equity held by former TXU Com. shareholders totaling approximately $31.9 billion and the assumption of
approximately $14.7 billion of existing debt, of which gproximately $65 billion was repaid when the 2007
Adquisition closed.** Following these transactions, EFH had approximately $41.3 billion of outstanding funded
indebtedness, including approximately $28.8 billion & TCEH, $128 million at EFCH, $7.2 billion at EFH Corp., and
$5.2 billion & Oncor Electric (no Oncor Electric debt was used to fund the 2007 Acquisition). The 2007 Aaquisition
was—and remains—the largest p rivate buy-outin history.

C. EFH Following the 2007 Acquisition.

After the 2007 Aaqquisition, the Sponsor Group put in place an experienced management team, including the
retention of key pre-2007 Acquisition management, along with awell-qualified, diverse board of directors to execute

their plan to improve EFH’s immediate and long-term competitive position. Today, EFH continues to be led by an
experienced team of management and directors, whoinclude, anongothers:

e Donald L. Evans, who has been the Chairman of EFH Cormp. since October 2007. Mr. Evans
previously served asthe U.S. Secretary of Commerce.

#  Amountsexclude capital leases and a p romissory note.

56
KE 3687241536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 66 of 248

e John Young, who has been the President and CEO of EFH Com., TCEH, and EFIH since Januay
2008. Mr. Young previously held many leadership roles at Exelon Corporation from March 2003 to
January 2008, including Executive Vice President of Finance and Markets of Exelon Comoration;
President of Exelon Generation; and President of Exelon Power. Before joining Exelon, Mr. Young
was Senior Vice President of Sierra Pacific Resources Corporation, Executive Vice President of
Southern Generation, and served as a naval officer in the United States Navy for fiveyears. In sum,
Mr. Younghas 30 y ears of experience in the powerand utility industry.

e PaulKeglevic, who has been the CFO of EFH Corp., TCEH, and EFIH since July 2008, the co-CRO of
EFH Comp. since October 2013, and the co-CRO of TCEH and EFIH since February 2014. Mr.
Keglevic previously was PricewaterhouseCoopers’ Utility Sector Leader from 2002 to 2008 and
Clients and Sector Assurance Leader from 2007 to 2008. Before that, Mr. Keglevic was the head of
the utilities p ractice and Pacific Rim Managing Partner at Arthur Andersen, where he was a partner for
15years. In sum, Mr. Keglevic has 38 years of experience in the powerand utility industry.

e  Stacey Doré, who has been the General Counsel of EFH Comp., TCEH, and EFIH since April 2012, the
€0-CRO of EFH Comp. since October 2013, and the Co-CRO of TCEH and EFIH since February 2014.
Ms. Doré has been with EFH since December 2008 and previously served as Associate General
Counsel of Litigation and General Counsel of Luminant. Ms. Doré was previously an attomey at
Vinson & Elkins.

e MacMdrarland, who has been CEO of Luminant since December 2012. Mr. M d~arland has been with
EFH since July 2008 and previously served as Executive Vice President and Chief Commercial Officer
of Luminant. Before joining Luminant, Mr. M darland served as Senior Vice President of Mergers,
Acquisitions and Divestitures and as a Vice President in the wholesale marketing and trading division
power team at Exelon Comoration. In sum, Mr. Mdrarland has 16 years of experience in the power
and utility industry.

e Jim Burke, who has been the CEO of TXU Energy since August 2005. Mr. Burke has been with EFH
since October 2004 and previously served as Senior Vice President of Consumer Markets of TXU
Energy. Before joining TXU Energy, Mr. Burke served as President and Chief Operating Officer of
Gexa Energy and as a Senior Vice President of Consumer Operations with Reliant Energy, two other
major Texas REPs. Previously, Mr. Burke worked forthe Coca-Cola Company for sixyears in finance
and general management for the domestic and international juice divisions. In sum, Mr. Burke has
more than 20 years of experience in the retail services and consumer products industry, including 14
yearsin the retail electricity market.

EFH’s management team and boards of directors have focused their efforts on implementing a host of
initiatives that have resulted in numerous operational accomp lishments notwithstanding challenging wholesale
electricity market conditions. In addition to the specific initiatives discussed below, management has, among other
things:

e identified and invested more than $10 billion in new electric infrastructure in Texas, including three
new generation units, two new mining complexes, new transmission and distribution wires,
ap p roximately two million advanced meters, and also up graded critical sup portand IT systems;

e increased Adjusted EBITDA ® from gproximately $4578 billion in 2008 to gproximately
$5.257 billion in 2012 and $4.699 billion in 2013 despite low wholesale electricity prices and other
challenging market conditions;

8 «Adjusted EBITDA” measures earnings (net income) before interest exp ense, income taxes, dep reciation, and

amortization, adjusted to exclude noncash items, unusual items, and other adjustments allowed under certain of
EFH’s prepetition debt documents.
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e achieved a reduction of goproximately 15% in selling, general, and administrative expenses for the
comp etitive businesses, including “bad debt” exp enses, from 2009 to 2013, successfully reducing costs
withoutnegatively impacting necessary capital expenditures; and

e hired and/or insourced approximately 1,900 employees to support new assets, improve customer
service, and improveoperations.

1. Luminant Re mains a Market Leaderin Electricity Generation and Wholesale Operations.

In conjundion with, and following, the 2007 Acquisition, Luminant continued a robust hedging program
designed to reduce the risks of a decline in wholesale electricity prices. The hedging program used financial natural
gas instruments to reduce Luminant’s exposure to declines in future wholesale electricity prices that result from
decreases in the price of natural gas. This program has operated as designed and contributed goproximately $998
million, $1.833 billion, $1.265 billion, $1.152 billion, and $752 million of TCEH’s Adjusted EBITDA in 2013, 2012,
2011, 2010, and 2009, respectively, compared to TCEH’s overall Adjusted EBITDA 0f$2 919 billion, $3.574 billion,
$3584 hillion, $3.85 billion, and $3.634 billion in those same years. As discussed below, however, a significant
portion of TCEH’s hedge program matured in 2013, the remaining position would have matured in 2014 absent the
Chepter 11 Cases, and as of the date hereof, all counterp arties have terminated thesepositions. As aresult, TCEH isno
longer hedged at the favorable pricing that existed in these agreements.

Luminant also comp leted construction on three new lignite generation units in 2009 and 2010 at Sandow and
Oak Grove and offset 100% of key emissions from the new units through a voluntary emissions reduction p rogram.
The new units satisfied one of many commitments made in connection with the 2007 Acquisition, helped to ensure
sufficient generation cgpacity in the ERCOT market, and were completed on-time and on-budget. Luminant also
terminated plans for eight additional lignite/coal generation units in satisfaction of its 2007 Aauisition-related
commitments.

Since the 2007 Acquisition, Luminant has achieved significant operational milestones while making
significant investments in environmental imp rovements. Luminant’s nuclear and lignite/coal-fueled generation units
are consistently among the most reliable and efficient in the country. Additionally, the two new units at Ok Grove
have the lowest key emissions rates of any Texas lignite unitswith rates that are at least 62% lower than the national
average for coal units. Since the 2007 Aaquisition and through 2013, Luminant increased its lignite/coal-fueled
generation output by 21% while satisfy ing its commitment to decrease the key emissions of its lignite/coal-fueled units
by more than 20% from a 2005 benchmark. Luminant is also a significant purchaser of wind-generated electricity in
Texas, with contracts for gopproximately over 500 MW of wind power and related renewable energy credits. These
purchases have allowed Luminant to contribute to environmental improvements and have allowed TXU Energy to
diversify its retail p roduct offerings.

Luminant’s mining activities have also continued to add value to EFH and, specifically, to the TCEH Debtors.
Since the 2007 Acquisition, Luminant has added three mines. Additionally, Luminant has been the recipient of
numerous awards and acknowledgements related to mining safety and land reclamation, including an unprecedented
five Director’s Awands for advancing the science of reclamation from the U.S. Dep artment of the Interior’s Office of
Surface Mining, most recently in 2009; the Texas Coal Mining Reclamation Award from the RCT in 2014; and the
2014 National M ine Reclamation Award in the coal category from the Interstate MiningCompact Commission.

Importantly, Luminant has achieved these op erational successes while maintaininga very strong safety record.
Forexample:

e in 2012, Luminant recorded its best safety year on record as measured by a key industry standard of
number of incidents reportable to the Occupational Safety and Health Administration per 200,000
man-hours;

e Luminant’s Three Oaks mine, which provides fuel for the Sandow lignite-fueled plant, has recorded
three y ears without any injuries that resulted in “lost time”—in other words, no workers at the mine
have been injured in away that has resulted in any time off the job;
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e Luminant’s natural gas-fueled plants havehad no “lost time”injuries for 10 y ears;

e the Monticello and Big Brown lignite/coal-fueled plants have not had a lost-time injury for 22 years
and 3 years, respectively ;and

e ComanchePeak’s employ ees have worked morethan 11 million total hours without alost-timeinjury .
2. TXU Energy Remains a Market-Leading REP.

TXU Energy has maintained its position as a leading REP in Texas by providing top-tier customer services,
focusing on target customers, leveraging its high brand recognition, maintaining highly competitive retail p rices, and
providing innovaive products and services. Importantly, TXU Energy has reduced PUCT comp laints by more than
88% since 2009 and is in the top decile of performance in the industry with respect to austomer complaints. At the
same time, TXU Energy has lowered “bad debt” exp ense by 68% since 2009 through collection initiatives, customer
mix initiatives, and credit policy improvements. TXU Energy has also maintained its position as a leader in
technological innovation, leadingtheway in developingdigital cap abilities tha allow customers to manage and control
their electricity oosts, such as smart phone goplications tha allow users to adjust their thermosta remotely. TXU
Energy ’s commitment to innovation makes its products more attractive to customers and improves the environmental
footprint of EFH by improvingits customers’ energy efficiency .

Following the 2007 Adquisition, TXU Energy instituted a 15% residential price cut to legacy customers,
making it the lowest-cost incumbent provider in Texas, and lodked those rates in place through 2008. TXU Energy
also provided gproximately $125 million in low-income customer assistance through 2012, waived deposit
requirements for certain customers, and formed a new Low Income Advisory Committee made up of leaders in the
social service delivery sector. TXU Energy Aid® is the company’s flagship program for customers in need and is the
largest bill payment assistance program in the nation among electricity providers. For more than 30 years, TXU
Energy Aid* has provided more than $90 million to help more than 475000 customers in temporary financial need
pay their electric bills.

Additionally, TXU Energy has invested more than $100 million to develop innovative, sustainable, and
energy savings products and services to help austomers better manage their electricity usage. The suite of sustainability
and energy savings solutions, as well as time of use electricity p lans, benefit residential and business customers. A
portion of the investment was dedicated to initiatives for low-income customers. The program has been beneficial to
the environment—Ilower consumption means lower levels of pollutants—and beneficial to EFH’s ability to attract and
retain customers demandinggreater control over their electricity use.

TXU Energy ’s initiatives have generated positive results. There are more than 50 REPs offering more than
300 electricity plans to residential customers in the compditive areas of Texas. Yet, even with tha level of
comp etition, TXU Energy ’s annual residential customer net attrition numbers have declined since 2011. In fact, TXU
Energy had less than 2% annual net attrition in 2014. Indeed, TXU Energy has the lowest residential net atrition
among the “incumbent” REPs (i.e.,, REPs that are associated with a pre-deregulation electric utility) in the areas
traditionally served by those incumbent REPs since 2001. In other words, since deregulation in 2002, TXU Energy has
maintained a larger p ortion of its residential customers than other incumbent REPs.%

3. OtherInitiatives.
Following the 2007 Adquisition, EFH put a number of initiatives in place in addition to the operational

improvements at TXU Energy and Luminant. Importantly, EFH has focused on achieving cost savings and service
excellence in its provision of shared services to create value for TCEH and the rest of EFH. The results have been

% Based on information provided by the PUCT that evaluates the number of residential customers who purchase

electricity from the REP that is historically associated with that customer’s regulated transmission and
distribution utility. In other words, a higher percentage of Oncor’s customers purchase their electricity from

TXU Energy compared to the same statistic for the other regulated transmission and distribution utilities and
formerly affiliated REPsin Texas.
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positive: costs have declined significantly while service has imp roved significantly. Part of that improvement has been
the reversal of certain outsourcing agreements for human resources, IT, supply chain, and some accounting functions.
Insourcinga significant portion of those functions has resulted in lower cost to EFH while also imp roving the quality of
service to thebusiness and external customers.

Additionally, EFH esteblished a sustainable energy advisory board composed of labor, economic
development, reliability /technology, and environmental advocacy representatives of the Texas community as part of a
long-term commitment to beingaleader on sustainability issues.

D. The Result of Low Natural Gas Prices on EFH’s Financial Performance Following the 2007
Acquisition.

The 2007 Aaquisition wasdriven, in part, by the expectation that natural gas prices and wholesale electricity
prices in the ERCOT market would not decline precip itously and over the long-term. These expectations held true in
the year following the 2007 Aaquisition. The monthly NYMEX Henry Hub settled price of natural gas futures
contracts was $6.42 per MMBtu in October 2007, when the 2007 Acquisition closed. In 2008, that figure rose as high
as $13.11 per MMBtu. Additionally, the average monthly NYMEX Henry Hub futures contract settled prices for the
years ending December 31, 2007 and 2008 were $6.86 per MMBtu and $9.03 per MMBtu, respectively. Those
increases in natural gas prices contributed, in part, to increases in annual average ERCOT wholesale electricity prices
from $52.42 per MWh in 2007 to $63.44 per MWh in 2008. Operating revenues for the competitive electric segment
(i.e, TCEH) increased from $8.56 billion to $9.79 billion in the years ending December 31, 2007 and 2008,
respectively, due in part to higher wholesale electricity prices reflecting rising natural gas prices. As discussed below,
however, technological breakthroughs began to fundamentally alter the energy landscape after the 2007 Aaquisition,
leading, in principal p art, tothe Debtors’ current financial difficulties.

1. The Texas Electricity Marketand the Role of ERCOT.

Texas is the largest stae electricity market in the United States and the eleventh-largest electricity market
worldwide—ranking ahead of, among others, the United Kingdom, Italy, and Spain. The ERCOT electricity market
covers approximately 75% of Texas’s land mass and represents approximately 90% of the electricity consumption n
Texas.

The ERCOT market is a unique “power island” contained within Texas. The followingmap shows reliability
areas, which are generally subject to regulation by the FERC and several regional reliability agencies.

 ERCOT
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Most of these reliability areas are part of the much larger western and eastern interconnections. The ERCOT
reliability region, by contrast, is its own standalone interconnection, and it has very limited export and import
capability. Accordingly, approximately 98% of the electricity generated in the ERCOT market is consumed in the
ERCOT market.

ERCOT is the regional indep endent system operator (“1SO”) for the ERCOT interconnection—by contrast, no
other interconnections or reliability regions are comp letely served by a single ISO. ERCOT schedules power on an
electric grid that connects more than 43,000 miles of transmission lines and gpproximately 550 generation units,
comprising approximately 90,600 MW of installed generation capacity, including approximately 2,500 MW of idled
capacity and gpproximately 11,500 MW ofwind and other resources that are not available under certain conditions. Of
the total installed capacity, goproximately 59% is naural gas-fueled generation, 27% is lignite/coal and nuclear-fueled
generation, and 14% is fueled by wind and other renewable resources.

ERCOT is responsible for proauringenergy on behalf of its members while maintaining the reliable op eration
of the electricity supply system. ERCOT also performs financial settlements for the competitive wholesale electricity
market and enforces certain credit requirements, including collateral posting requirements, to ensure market
paticipants’ creditworthiness for transactions facilitated by ERCOT. Additionally, ERCOT administers retail
switching for the more than 7 million customers™ in the ERCOT market tha have the ability to choose their REP.
ERCOT’s membership consists of goproximately 300 comorate and associate members, including electric
cooperatives, municipal power agencies, independent generators, independent power marketers, investor-owned
utilities, REPs, and consumers. ERCOT operates under reliability standards set by the NERC and the TRE and is
subject to regulatory and legislative oversight by thePUCT.

Notwithstandingthe ERCOT market’s “power island” status, the delivery of electricity in the ERCOT market
operaes similarly to other electricity markets in the United States. M arket participants buy and sell electricity utilzing
both the spot or “real-time” market (i.e., electricity for current transmission/distribution and use by consumers) and the
day -ahead market, both of which are facilitated by ERCOT in its role as the 1SO, and through bilateral contracts that
indirectly facilitate the majority of wholesale electricity sales in the ERCOT market. These markets allow ERCOT, in
conjunction with the qualified schedulingentities that transact directly in the day-ahead and spot markets (facilitated by
the bilateral contracts entered into between electricity generatorsivholesalers, retailers, and the qualified scheduling
entities), to ensurethat electricity is reliably delivered to all market p articip ants.

(@) The Role of Natural Gas in Wholesale Ele ctricity Pricingin the ERCOT Market.

Natural gas-fueled generation accounted for goproximately 59% of the electricity generation cgpacity, and
41% of the electricity actually produced and consumed, in the ERCOT market in 2014. Natural gas units, however,
meet the peak, or “margnal,” electricity demand approximately 70-90% of the year. Accordingly, when natural
gas-fueled units satisfy demand, prices for wholesale electricity are highly correlated to the price of natural gas.

The chart below illustrates the correlation between naural gas prices and wholesale electricity prices between
2007 and thebeginningof2014:

87 Measured by number of electricity meters.
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There are essentially six classes of generation assets in the ERCOT market: (i) renewable generation
(including wind, hydro-electric, and solar generation); (ii) nuclear; (iii) lignite/coal; (iv) combined-cy cle gas turbines
(“CCGTs”), which are more efficient natural gas units; (v) other natural gas and oil assets; and (vi) intemal
combustion assets. As demand for electricity increases or decreases, ERCOT dispaches its assets in ascending order
based on cost to generate each marginal MW of electricity. Tha cost is generally approximated by a unit’s fuel
expense.

Generally, in the ERCOT market, when natural gas prices are high, the cost to generate electricity using
natural gas-fueled units is high. These natural gas-fueled units generally set the cost for wholesale electricity in the
ERCOT market because they normally satisfy the marginal demand for electricity. As aresult, high natural gas prices
generally lead to high wholesale electricity prices. Lignite/coal and nuclear-fueled units have the ability to benefit from
these increases in wholesale electricity prices: thevariable costs to produce electricity using these units are not directly
affected by changes in natural gas prices, and the electricity generated by lignite/coal and nuclear-fueled units can be
sold for the higher wholesale prices set by natural gas-fueled plants. Importantly, however, lignite/coal and nuclear
units have high start-up costs relative to natural gas units and require longer notice or “lead time” to start. As aresult,
lignite/coal units may runat aloss when wholesale electricity prices are low.

Natural gas units, by contrast, typically have lower start-up costs and generation can be substantially increased
or decreased in a relatively short period of time. As a result, natural gas units are more likely to be shut down when
wholesale electricity prices are below the natural gas unit’s cost to produce electricity. Importantly, when natural gas
prices are relatively low, the cost of producing electricity fom CCGTs may drop below the cost of producing
electricity from lignite/coal units. When this occurs, these CCGTs—which Luminant does not own—can disp lace
lignite/coal units, including certain of Lummnant’s lignite/coal units, at lower levels of demand, and exacerbate the
effect low natural gas prices have on the profitebility of those lignite/coal units. This is a market function known as
“coalto gas switching”
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These factors reflect a key economic driver for the Debtors: high naural gas prices contribute to high
wholesale electricity prices and higher profitability for Luminant’s entire electricity generation fleet, particularly its
lignite/coal and nuclear-fueled units. By contrast, declines in natural gas prices result in lower wholesale electricity
prices, increased coal to gas switching, lower generation from lignite/coal units, and lower p rofitability for Luminant’s
entire electricity generation fleet. As discussed below, market conditions and technological innovations led to such a
decline followingthe 2007 Acquisition—and that decline has had a substantial negative effect on the results of TCEH’s
business operations, even after accountingfor T CEH’s natural gas hedging p rogram.

2. The Precipitous Drop in Natural Gas Prices Resulting From the Development of
Unconventional Natural Gas.

When the 2007 Acquisition closed, market conditions, including forward natural gas prices, indicated that
EFH would be able to service, repay, and refinance its 2007 Acquisition-related debt and generate positive retums for
EFH’s new equity owners. Asdiscaussed below, however, a precip itous and prolonged decline in natural gas p rices that
resulted from increased exploitation and production of “unconventional” natural gas fundamentally altered market
conditions notjust for EFH, but for the United States and global energy industry asawhole.

The increased exploitation and development of unoonventional natural gas largely results from the
technological advances related to the processes known as hydraulic fracturing (widely known as “fracking”) and
directional drilling. Unconventional natural gas rests below the surface, trgoped within shale rock and tight sand
formations. Geologists have longknown that the United States has access to someoftheworld’s largest concentrations
of natural gas, but until the recent improvements in fracking and drilling technologies, much of the gas could not be
economically extracted. At its core, the fracking process is simple. Engineers crack open the geologic formation
holding the gas by pumping highly -pressurized fluid into the rodk, allowing the gas to escape. When the well is
de-pressurized, the gas—which is higher-p ressure than the fluids used to break the rock apart—flows to the surface.

While the usage of frackingis not new, both technological limitations and federal law limited early attempts to
capitalize on its use. For example, for effective fracking, the cracks in the shale rock must be maintained by ahigh
amount of pressure. Early processes did not maintain pressure long enough to enéble the gas to escgpe, and pidking a
spot for new drilling was little better than guesswork because of limitations on underground imaging technology .
Moreover, modem fracking techniques were severely restricted by the Safe Drinking Water Ad, which imposed strict
requirements on the injection of industrial chemicals into the ground. 1n 2005, however, Congress—citinga 2004 EPA
study indicating that the p rocess is safe—exemp ted natural gas extraction fluids from EPA regulation under this statute.
This legislative action allowed natural gas extraction companies to innovate and improve the efficiency of fracking
fluid technology with less threat of govemment regulation, eventually contributing to higher extraction rates and more
widesp read adoption of frackingthroughout the United States.

Between 2005 and 2008, naural gas prices continued to increase. The prolonged, substantial decreases in
natural gas prices that later occurred as a result of fracking were not anticipated at the time of the 2007 Aqquisition
because of, amongother things, anticipated technological barriers, environmental concerns, and expected decreases in
produdion to offset decreases in price. Contrary to expectations at the time of the 2007 Acquisition, however, the
technological barriers were overcome. Lubricatingagentswere developed that allowed for chegper injection of fluid at
higher pressures and chemical mixtures were developed that maintained the cracks in the shale rock for longer p eriods
of time. Seismic imaging technology produced greater certainty aout the location of wells. Horizontal drilling
advancements allowed for the increase ofthe ““drillable” size of each well.

Together, these advances decreased costs and increased yield, making the process profitable and leading to a
dramatic increase in economically available natural ges reserves, as demonstrated by the followingmap :
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Shale Plays in Major U.S. Basins
Total Basin Reserves - Year End 2006 & 2011

U.S. Total Proved Reserves

2006 values represent total U.S. dry natural 0

gas reserves as of December 31, 2006
*2011 values represent December 31, 2011
total U.S. dry natural gas reserves plus dry

Legend
natural gas produced in 2007-2011 Y .

2006 2011

Source: EIA

These improvements in the fracking process led to a dramatic increase in natural gas p roduction in the United
States since 2008, even as gross withdrawals from traditional sources of natural ges declined:®

Natural Gas Gross Withdrawals and Production
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Source: U.S. Energy Information Administration

These unexpected increases in natural gas production caused natural gas prices to fall to as low as $2.04 per
MMBtu in May 2012—the lowest price since February 2002—and natural gas prices have generally stayed in the range

% Source-by-source information for natural gas production is not available from the U.S. Energy Information

Administration for2013.
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of $2.50-$4.80 per MMBtu since then, with the exception of certain weather-driven events. Although the extremely
cold weather throughout most of the country in the fall and winter of 201322014 ocontributed to significant natural gas
price increases—causing short-term prices to reach as high as $6.15 per MMBtu on February 19, 2014, for March 2014
delivery—short-term prices have already declined significantly from those highs to below $3.00 per MMBtu. And
even those higher, weather-related short-term natural gas prices are below the natural gas prices that prevailed at the
time of the 2007 Acquisition. Longer-term natural gas prices were not significantly influenced by those increases in
short-term prices.

3. The Effectof Low Natural Gas Priceson EFH.

Theprolonged, significant decline in natural gas prices has significantly decreased thep rofitability of TCEH’s
lignite/coal and nuclear-fueled units. These market conditions and other factors have resulted in significant declines in
TCEH’s revenues that were not entirely offset by gains from TCEH’s natural gas hedgingprogram, and as of the date
hereof, all of these favorable posttions have been terminated. The consequences to the profitability of TCEH’s units
have been and will be significant: decliningnatural gas prices, increased comp etition from more economic generation
assets (including renewable generation and more efficient natural gas-fueled technology), along with other
macroeconomic drivers, resulted in significant declines in revenues and the recognition of impairments to TCEH’s
goodwill intangible asset balance of $700 million in the three months ended March 31, 2015, $1.6 billion in 2014, $1.0
billion in 2013, $1.2 billion in 2012, and $4.1 billion in 2010.% Further, TCEH recognized impairment charges for
certain of its lignite/coal fired generation facilities of $4.6 billion in 2014 due to the significant decline in natural gas
prices and its imp act on wholesale electricity prices.

In response to these economic conditions, Luminant has reduced the amount of time that certain lignite/coal-
fueled units, that are comparatively more expensive to operate, generate electricity to reduce the amount of electricity
generated uneconomically. These reductions generally take one of two forms. Luminant may temporarily cease
electricity generation at certain lignite/coal units for short periods of time when the demand for electricity and
wholesale electricity prices in the ERCOT market are comparatively low. The units resume operation when demand
for electricity, and wholesale electricity prices, are comparatively high. Alternatively, certain units may be operated on
a seasonal basis in response to sustained periods of comparatively low wholesale electricity prices and demand for
electricity. Indeed, Luminant has sought and received p ermission in the past to op erate two of its lignite/coal units at
Monticello, along with one unit at Martin Lake, on a seasonal basis, and Luminant has filed its intent to increase the
number of Martin Lake units operating on a seasonable basis to two. Luminant anticipates that it will continue to
operae the units on aseasonal basis if wholesale electricity prices remain at aurrent levels. In 2014, 2013, and 2012,
the estimated effects of these generation redudions of lignite/coal-fueled units totaled gpproximately 15,770 GWh,
12,460 GWh, and 10,410 GWh of lowered electricity output, respectively.

TCEH’s previous long-term natural gas hedges, which were put in place in 2006, 2007, and 2008, largely
matured by 2013, the remainder would have matured in 2014 asent the commencement of the Chapter 11 Cases, and
as of the date hereof, all such hedges have been terminated. These maturities have already, and will continue to,
exacerbate the TCEH Debtors’ balance sheet-related challenges. As of April 30, 2008, TCEH had hedged
approximately 85% of its 2009-2013 expected natural gas price exposure associated with its expected nuclear, coal,
and lignite generation, with natural gas positions at average prices ranging from $7.25 per MMBtu to $8.26 per
MMBtu. Further, most of the hedging transactions were secured with a first lien interest in TCEH’s assets, which

eliminated normal collateral posting requirements for those wholesale hedging transactions and associated effects on
liquidity.

As of March 31, 2015, TCEH had goproximately 97% of its 2015 natural gas position hedged with either
forward sales of electricity or other natural gas hedges. These hedges, however, are at prices that are closer to current
market prices of natural gas, versus the favorableprices of the hedges that were executed in 2006, 2007, and 2008. As
aresult, TCEH is experiencing significantly greater exposure to lower natural gas prices and correspondingly lower
wholesale electricity prices, and will continueto beexp osed to these p ressures goingforward.

% TCEH also recorded an $8 billion goodwill impairment in 2008. That impairment, however, was largely

unrelated to TCEH’s p erformance or the value of its assets. Instead, that imp airment was due p rimarily to the

financial crisis/feconomic recession in 2008 that dramatically increased discount rates; Oncor recorded a
goodwill imp airment of ap p roximately $860 million in the same y ear.
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E. OtherMarket Conditions Affe cting TCEH’s Performance.

In addition to lower wholesale electricity prices resulting from low natural gas prices, TCEH’s financial
performance has also been affected by other market and regulatory considerations. Further disaussion of risk factors
associated with the Debtors’ business op erations can be found in Section VIIIL.D of this Disclosure Statement, entitled
“Risk Factors Related to the Business Operations of the Debtors, the Reorganized Debtors, and Onoor_Electric,” which
begins on page?2.

First, TCEH’s financial difficulties resulting from the effect of low natural gas prices are punctuated by
TCEH’s significant exposure to the uncertain costs of environmental litigation and regulation, including both air quality
and global climate change regulation. TCEH anticipaes that it will incur a total of nearly $1.2 billion in capital
exp enditures related to environmental rules and regulations from 2010 through 2020 (including maintenance of existing
emissions cntrol equipment)—and that amount could be subject to material increases depending upon any new
environmental regulations.

Examples of environmental regulation and litigation-related expenses that drive the expenditures include
regulations and litigation related to air quality standards under the Clean Air Act, including the much-litigated Cross-
State Air Pollution Rule and the Meraury and Air Toxics Standard, potential and proposed rules by the United States
Environmental Protection Agency and related litigation regarding Regional Haze, litigation and regulation related to
the byproducts of electricity generation—including the Disposal of Coal Combustion Residuals from Electric Utilities
rule—and steps to address greenhouse gas emissions. Each of these categories of regulation and litigation, alongwith
others, imp ose cost and uncertainty on TCEH sbusiness operations.

Second, the cost of delivered coal has increased since the 2007 Acquisition for four reasons: (1) increases in
the price of Powder River Basin Coal, which is used to fuel several of the Debtors” coal-fueled units (2) higher rail
transportation costs; (3) the addition of rail fuel surcharges to certain agreements; and (@) inflation. These increases in
the cost of delivered Powder River Basin coal increase the cost of operating Luminant’s lignite/coal-fueled units and,
consequently, reduce overall profits.

Third, electricity demand isdriven, in part, by general macroeconomic conditions. The economic recession in
2008/2009 had anegative effect on thedemand for electricity , as illustrated by thefollowingchart:”

" Based onan ERCOT long-term forecast as of May 8,2007.
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Fourth, following the deregulation of the Texas electricity market, a significant number of REPs entered the
retail electricity market. As is the case in most competitive markets, certain of these REPs have been willing to offer
produds with prices tha are low enough to draw away customers from other REPs, including TXU Energy, that foaus
on maintaining a higher level of customer service and a broader variety of technological and other offerings. Retail
market restructuringin the ERCOT market was designed to encourage customers to shop for alternaives to inacumbent
REPs, such as TXU Energy, tha are associated with pre-deregulation utilities. As a result of this fierce competition,
T XU Energy, alongwith many other T exas REPs, has exp erienced customer attrition.

Fifth, developments, and associated tax incentives for, renewable energy sources like wind power have
increased the supp ly of electricity derived from such sources. A key driver of increased wind generation has been the
competitive renewable energy zoneprogram, which is designed to facilitate the transmission of electricity generated in
west Texas and the Texas panhandle to the load centers located in major metropolitan areas. Indeed, according to
ERCOT, wind capacity in the ERCOT market has increased from goproximately 3,426 MW in the summer of 2007 to
approximately 11500 MW in 2014—an increase of 236%. Similarly, actual wind production increased from
approximately 8,800 GWh in 2007 to gpproximately 36,142 GWh in 2014—an increase of goproximately 311%. After
capital costs are invested, wind power is essentially free to generate: the fuel source (wind) is free, and, for each MWh
of electricity generated, wind generators benefit from governmental incentives like production tax credits and
renewable energy credits regardless of the wholesale price of electricity in the ERCOT market. These increases in
wind generation can increase the amount of time Luminant’s lignite/coal-fueled units operate unprofitébly and at lower
outputthandesign.

F. EFH’s Financial Outlook and Business Strategy Going Forward.
The Debtors’ balance sheet is unsustainable given exp ected market conditions. Once the Debtors’ balance

sheet problems are addressed, however, the Debtors expect to be poised to leverage their core operations, sales and
customer service expertise, and shared services skills to take advantage of possible growth opportunities. Demand for
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electricity in the ERCOT market is forecasted to grow at a compound annual growth rate of 1.3% from 2016 to 2025,
resulting in the potential need to build generation resources in the ERCOT market. Additionally, the Debtors’
fundamental business operations are strong notwithstanding the downward pressure placed on wholesale electricity
prices by low natural gas prices and high levels of competition. Once the Debtors’ balance sheet is delevered, the
Debtors expect that they will be able to op erate their businesses profitably and expect tha they will be able to pursue
opportunities asthey arise.

G. EFH’s Reorganization Efforts.

Following the 2007 Aaqquisition and the subsequent decline in market conditions and increase in
environmental costs, the Debtors took anumber of steps to maximizethe value of the business.

1. EFH Implements Financial Transactions.

Since the 2007 Acquisition, the Debtors have executed several transactions to reduce or extend their debt

obligations, reduce cash interest payments, eliminate significant contingent liabilities, and maximize value, as discussed
below.

(@) The Liability Management Program.

In October 2009, the Débtors mitiated a new program focused on improving the Débtors’ balance sheets by
reducing debt and cash interest payments and extending debt maturities through debt exchanges, repurchases, and
issuances (the “Liability Management Program™). Before the Petition Date, the Liability Management Program
captured goproximately $2.5 billion in debt discount, including approximately $700 million of debt discount at TCEH,
by acquiring approximately $12.57 billion in debt in exchange for approximately $10.04 billion of new debt and/or
cash (includingcash funded by debt issuances).

Additionally, through the Liability M anagement Program, the Debtors amended and extended goproximately
$25.7 billion of debt maturities to 2017-2021. The original maturities ranged from 2013 (in the case of certain amounts
under the TCEH Credit Agreement, as discussed below) to 2017 (in the case of certain notes issued in connection with
the 2007 Acquisition). Additionally, certain debt exchanges and repurchases involved debt issued in earlier Liability
M anagement Program transactionsthat had maturity dates in 2019 and 2020.

Amendments to the TCEH Credit Agreement completed in April 2011 and January 2013 resulted in the
extension of $16 4 billion in loan maturities to 2017 and the extension of $2.05 billion of commitments under the
revolving credit facility to 2016. In connection with the April 2011 amendment, gpproximately $1.623 billion of
claims under the TCEH Credit Agreement were repaid using $1.604 billion of net proceeds from issuing the TCEH
First Lien Notes (the remainder was sourced from cash on hand). The April 2011 amendment also included an
amendment to certain of the TCEH Credit Agreement’s financial covenants that allowed the TCEH Debtors to avoid
triggering an event of default.

EFH also attempted to segregate the credit risk of EFH Corp., EFIH, and EFCH/TCEH. EFH attempted to
accomplish this goal through a combination of the exchanges discussed above—many of which resulted in the
elimination of EFH Com. debt that was guaranteed by both EFCH and EFIH—and issuing EFIH Second Lien Notes to
fund the repayment of intercompany demand notes from TCEH to EFH Cormp. tha were guaranteed by EFIH. This
effort was driven, in part, by an effort to reduce the cost of cgpital at EFH Comp. and EFIH that would result from
isolating EFH Cor1p. and EFIH from TCEH’s credit risk, preserve EFIH’s access to the credit markets, and settle the
payment obligations of EFH Comp. and EFIH to TCEH in an efficient and orderly manner prior to TCEH needing cash
to continue operations and demanding payment in full of all amounts outstanding under the intercompany demand
notes. Additionally, isolating EFH Cotp. and EFIH from TCEH’s credit risk was part of EFH’s strategy to pursue a
consolidated restructuringtransaction.

Certain aspects of the Debtors’ Liability Management Program have been the subject of litigation, and could
be thesource of p otential Claims.
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(b) Tax Restructuring to Eliminate Excess Loss Account and Deferred Intercompany
Gain Tax Transactions.

In addition to the significant value generated through the Liability Management Program, EFH also
eliminated large contingent tax liabilities. As a result of various transactions over the years, including the 2007
Adaquisition, EFH Corp. generated muli-billion dollar deferred intercompany gain (“DIG™) and excess loss account
(“ELA”) contingent tax liabilities with respedt to its equity interests in the predecessor to EFCH. Specifically, the
equity interests in the predecessor to EFCH held by EFH Com. reflected an accumulated ELA of goproximately $19
billion and DIG of goproximately $4 billion as a result of the 2007 Acquisition and prior cmorae transactions. EFH
determined that certain restructuring transactions could result in recognition of those amounts, resulting in significant
taxable gain and tax liability .

To eliminate the risk of these significant tax liabilities, EFH Corp. sought and obtained a private letter ruling
from the IRS that allowed EFH Com. to undertake an internal corporate restructuring to eliminate the DIG and ELA
withoutadversetax consequences. T hetransactionwas consummated on April 15,2013.

It is important to note that while this transaction reduced certain potential tax liabilities with respect to the
TCEH Deébtors, the transaction did not eliminate the potential tax burden and other negative imp lications of a taxable
sale of the TCEH Debtors’ assets or EFIH’s direct and indirect equity interests in Oncor Holdings and Oncor_Electric,
either through ap lan orthrough asection 363 sale.

(© Restructuring of the Debtors’ Long-Term Employee Pension Obligations.

EFH also modified its pension plan in 2012 to provide greater certainty regarding future costs.”” The
modifications resulted in:

e gplitting off assets and liabilities under the plan associated with emp loyees of Oncor Electric and all
retirees and terminated vested participants of EFH (including discontinued businesses) to a new plan
sponsored and administered by Oncor Electric;

o gplitting off assets and liabilities under the p lan associated with active emp loy ees of the Debtors, other
than bargaining unit emp loy ees, to a terminating p lan, freezing benefits, and vesting all accrued plan
benefits for such pension participants;

e terminating distributingbenefits under, and settling all of EFH’s liabilities under the terminating p lan,
resulting in a reduction in annual pension expense by gproximately $40 million, mostly for the
Debtors; and

e maintaining theplan associated with TCEH’s bargaining unit emp loyees.

On June 27, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for an Order
Authorizing the Debtors b Execute the 401(k) Plan Separation [D.l.1229]. This motion requested Bankrupt(,y Court
authorization to transfer the accounts of Oncor Electric emp loy ees who particip ate in the

gualified-defined-contribution
4010 plan-maintained-by-the Debtors{the<401 (k) Plan2) to a new 401 (k) plan established and maintained by Oncor
Electric. OnJuly 17,2014, the Bankruptcy Court granted the relief requested [D.I. 1620].

(d) Prepetition Negotiations.

For a significant period prior to the Petition Dae, the Debtors engaged in extended negotiations with several
creditor groups with the goal of reaching an agreement on a consensual restructuring. The result of these negotiations
was the Restructuring Support Agreement. The Restructuring Support Agreement was ultimately terminated on July
23, 2014. For further discussion of the circumstances leading up to entry into and termination of the Restructuring

Support Agreement, see Section 1V.C.1(a) of this Disclosure Statement, entitled “Motions Related to the Restructuring
Support Agreement,” which begins on page 2.

™ Thesemodifications did not affect EFH’s other p ost-employment benefit (“OPEB”) obligations.
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Iv. Material Events in the Chapter 11 Cases

A. Venue.

Almost simultaneously with the commencement of the Chapter 11 Cases, on April 29, 2014, the TCEH
Second Lien Notes Trustee filed the Motion of Wilmington Savings Fund Society, FSB Pursuant to 28 U.S.C. §§ 1408
and 1412 and Rule 1014 of the Federal Rules of Bankruptcy Procedure to Transfer Cases to the United States District
Court for the Northem District of Texas [D.I. 5] (the “Motion to Transfer”). The TCEH Second Lien Notes Tustee
asserted that Texas is the correct venue for the Chapter 11 Cases because, among other things: (1) the Debtors’
business is condudted in Texas; (2) the Debtors are subject to numerous Texas regulatory regimes and are involved in
lawsuits in Texas; and (3) the Debtors’ only connection to Delaware is that certain of the Debtors were formed under
Delaware law. Further, the TCEH Second Lien Notes Trustee asserted that the additional costs associated with
maintaining the Chapter 11 Cases in Delaware is significantly higher than if the cases were maintained in Texas. The
Motion to Transfer was joined by Neighbors for Neighbors, Inc. [D.1.557], aswell as by the TCEH Unsecured Ad Hoc
Group [D.I.225], which later withdrew its joinder.

On May 8, 2014, the Debtors objected to the Motion to Transfer [D.I. 391] (the “Transfer Objection”). The

Transfer Objection was joined by the agent for the TCEH DIP Facility [D.l. 519], the TCEH First Lien Ad Hoc

Committee D.1 522], an a hoc committee  of EFIH unsecured noteholders

(the““Ad Hoc Committee of EF IH Unsecured Noteholders”) [D.I. 524], certain funds and accounts advised by Fidelity

| Management & Research Company (‘Fidelity”) [D.I. 525], the TCEH First Lien Collateral Agent [D.l. 526], and the

Intemational Brotherhood of Electrical Workers, Local 220, Local 2078, and Local 2337 [D.I. 531]. Additionally, the

PUCT, RCT, and TCEQ filed a notice noting that they took no position on the Motion to Transfer on May 21, 2014.

[D.1. 563]. On May 21, 2014, the TCEH Second Lien Notes T rustee also submitted a rep ly to the Transfer Objection
[D.L. 567]and amotionto strikethe Debtors’ Transfer Objection [D.1. 568] (the “Mation to Strike”).

On May 22, 2014, the Bankruptcy Court denied the Motion to Transfer [D.1. 596] and the Motion to Strike
[D.1.595]. TheTCEH Second Lien Notes Trustee did notappeal the Bankruptcy Court’s ruling,

B. Appointment of Official Committees.
1. TCEH Committee.

Section 1102 of the Bankruptcy Code requires that, asent an order of the Bankruptcy Court to the contrary,
the U.S. Trustee must gopoint a committee of unsecured creditors as soon as practicable. On May 13,2014, the U.S.
Trustee gopointed the Official Committee of TCEH Unsecured Creditors in the Chapter 11 Cases [D.l. 420]
(the “TCEH Committee”). The TCEH Committee is composed of the following members: (a) the Pension Benefit
Guaranty Corporation; (b) HCL America, Inc.; (c) BNY, as Indenture Trustee under the EFCH 2037 Notes due 2037
and the PCRBs; (d) LDTC, as Indenture T rustee under the TCEH 10.25%-Unsecured Notes-due2015; (e) Holt Texas
LTD, d/b/aHolt Ca; (f) ADA Carbon Solutions (Red River); and (@) Wilmington Savings, as Indenture T rustee under
the TCEH Second Lien Notes [D.I.420].

On September 16, 2014, the Bankruptcy Court approved the TCEH Committee’s retention of Morrison &
Foerster LLP as counsel [D.I. 2064]. On October 17,2014, the Bankmuptcy Court approved the TCEH Committee’s
retention of Polsinelli PC as co-counsel and conflicts counsel [D.l. 2491], and on October 20, 2014, the Bankruptcy
Court goproved the TCEH Committee’s retention of both Lazard Freres & Co. LLC (“Lazard”) as investment banker
[D.1.2509] and FT I Consulting, Inc. as financial advisor [D.l. 2507]. On December 7, 2014, the Bankruptcy Court
ap proved theretention of Charles River Associates as an energy consultant [D.1. 3049].

2. EFH Committee.

On October 27, 2014, the U.S. Trustee appointed the Official Committee of Unsecured Creditors in the

Chapter 11 Cases representing the interests of the unsecured creditors for EFH, EFIH, EFIH Finance, Inc., and EECI,

| Inc. D.I. 2570] (the“EFH Committeg”,” and collectively with the TCEH Committee, the “Creditors” Committees™).

The EFH Committee is composed of the following members: (a) American Stock Transfer & Trust Company, LLC;

(b) Brown & Zhou, LLC c/o Belleair Aviation, LLC; (c) Peter T inkham; (d) Shirley Fenicle, as successor-in-interest to
the Estate of George Fenicle; and (e) David William Fahy [D.I. 3403].
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On Janary 12, 2015, the Bankruptcy Court approved the EFH Committee’s retention of Montgomery,
McCracken, Walker & Rhodes, LLP as co-counsel and conflicts counsel [D.l. 3241] and AlixPartners, LLP as
restructuring advisor [D.I. 3242]. On January 13, 2015, the Bankmptcy Court approved the EFH Committee’s
retentions of Sullivan & Cromwell LLC as counsel [D.1. 3282], Guggenheim Securities as investment banker [D.I.
3276], and Kurzman Carson Consultants LLC as noticing agent for both the TCEH Committee and the EFH
Committee [D.1. 3240].

3. AppointmentofFee Committee.

Given the size and complexity of the Chepter 11 Cases, the U.S. Trustee proposed, and the Debtors and the
TCEH Committee agreed, to recommend that the Bankmuptcy Court appoint a committee (the “Fee Committee”) to,
among other things, review and report as gopropriate on fee applications and statements submitted by the p rofessionals
paid for by the Debtors’ Estates. The Fee Committee is comprised of four members: (a) one member appomted by and
rep resentaive of the Debtors (Cecily Goodh, Gereral-Counseland-Vice President, U

Restructuring, Energy _Euture Holdings); (b) one member appointed by and representative of the TCEH Creditors’
Committee (Peter Kravitz, Principal and General Counsel, Province Capital); (c) one member gopointed by and

rep resentative of the U.S. Trustee (Richard L. Schepacarter, Trial Attomey, Office of the United States T rustee); and
(d) oneindependent member (Richard Gitlin, of Gitlin and Company, LLC).

On August 21,2014, the Bankruptcy Court entered a stipulation and order gopointing the Fee Committee [D.I.
1896]. On September 16,2014, the Bankruptcy Court entered an order authorizing the Fee Committee’s retention of

Godfrey & Kahn, S.C. as counsel [D.I. 2065]. On January 9, 2015, the Bankruptcy Court entered an order authorizing
the Fee Committee’s retention of Phillip s, Goldman & Sp ence, P.A.. as co-counsel to the Fee Committee [D..1. 3216].

C. First and S econd Day Motions
1. First Day Motions
(@) Motion for Joint Administration of the Debtors’ Chapter 11 Cases.

On the Petition Date, the Debtors filed the Motion of Energy Future Holdings Cormp., et al., for Entry of an
Order  Directing  Joint  Administration — of the Deébtors’ Chapter 11  Cases [D.l. 17]
(the“Joint Administration Motion™). The Debtors requested the joint administration of all of the Debtors’ cases under
one consolidated cgption. On May 1, 2014, the Bankruptcy Court goproved the Joint Administration Motion on an
interim basis [D.l. 287]. On June 5, 2014, the Bankruptcy Court gpproved the Joint Administration Motion, over
certain objections, on afinal basis [D.1.849].

(b) Cash Management.

D ,
the authorlty to oontnue to operete thelr consolldated cash management system maintain existing bank accounts, use
business forms in their present form without reference to Debtors’ status as debtors in possession, continue to use
certain investment accounts, close existing bank accounts and open new accounts, and continue certain intercompany

and netting arrangements between and among the Debtors and their Debtor and non-Debtor affiliates on an
administrative p riority basis.

On May 1, 2014, the TCEH Unsecured Ad Hoc Group filed a limited preliminary objection to the Cash
Management Motion [D.l. 230] asserting that the Debtors were attempting to use the Cash M anagement Motion to
divert funds fromthe T CEH Debtors to other Debtors and allocate certain expenses to the TCEH Debtors. On May 30,
2014, the TCEH Committee filed a limited objection and reservation of rights [D.l. 677], reserving its rights to
investigate and dhallenge certain postpeition intercompany transactions, including under the Shared Services
Agreement and the Tax Sharing Agreements, and requesting that the Debtors provide notice and reporting of such
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| intercompany transactions. ©nAlso on May 30, 2014, the TCEH Unsecured Ad Hoc Group filed a limited omnibus
objection [D.I. 681] to, among other motions, the Cash Management Motion, asserting, anong other things, that the
administration of the TCEH Debtors’ bank accounts by another Debtor subjected the TCEH Debtors to an
unreasonable risk of loss, and that the rights of the TCEH Debtors and their creditors to challenge postpetition
intercomp any transactionsunder the Shared Services Agreements should bereserved.

The Debtors resolved the objections of the TCEH Unsecured Ad Hoc Group and the TCEH Committee by,
among other things, including additional language reserving the rights of parties in interest to dispute the validity,
amount, or priority of intercompany claims, including on account of the Shared Services Agreements and Tax Sharing
Agreements, and agreeing to provideadditional rep ortingof certain intercomp any transactions.

The Bankruptcy Court granted the relief requested in the Cash Management Motion on an interim basis on
May 2,2014[D.I.304]and onafinal basis on June4,2014[D.1. 801].

© Wages and Benefits.

On the Petition Date, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of
Interim and Final Orders (A) Authorizing the Debtors to (I) Pay Certain Prepetition Compensation and Reimbursable
Employee Expenses, (1) Pay and Honor Employee and Retiree Medical and Similar Benefits, and (C) Continue
Employee and Retiree Benefit Programs, and (B) Modifying the Automatic Stay [D.I. 25] (the “Wages Motion™).
Pursuant to the Wages Mation, the Debtors sought the authority to pay certain prepetition wages and honor certain
preptition employee benefit obligations (as well as pay certain administrative costs related to those wages and
benefits) to ensure that their business op erations could continue in the ordinary course. On May 29, 2014, the Debtors
filed a supplement to the Wages Motion seeking relief from the automatic stay to settle labor grievances under the
Debtors’ oollective bargaining agreements and providing additional information regarding certain of the relief
requested in connectionwith the Wages Motion [D.l. 629].

The Bankruptcy Court granted the relief requested in the Wages Motion on an interim basis on May 2, 2014
[D.1.322], authorizing payment of prep etition amounts not to exceed $26,110,000, and on a final basis on June4, 2014
[D.1. 786] authorizing the total payment of prep etition amounts not to exceed $30,605,000. The Debtors revised the
final order to remove relief related to prepetition obligations owed to staffing p roviders affiliated with equity holders.
TheDebtors also requested authority to continue honoring obligations under their severance p rograms postp etition with
payments not to exceed a cap of $15 million [D.1. 1231]. On June 30, 2014, the Bankruptcy Court goproved a cgp of
$15 million on payments made in connection with the severance program and postpetition payments relating to
independent director fees [D.1.1311].

(d) Taxes and Fees.

On the Petition Date, the Debtors filed the Motion of Energy Future Holdings Comp., et al., for Entry of
Interim and Final Orders Authorizing the Debtors to Pay Certain Prepetition Taxes and Fees [D.I. 23] (the “Taxes
Motion”). Pursuant to the Taxes Motion, the Debtors sought the authority to pay certain taxes and fees that accrued or
arose in theordinary course of business beforethe Petition Date.

The Bankruptcy Court granted the relief requested in the Taxes Motion on an interim basis on May 2, 2014
[D.1. 320] authorizing payment of prepetition amounts not to exceed $80.74 million, and on a final basis on June 4,
2014[D.1.799], authorizingthetotal paymentof prepetitionamounts notto exceed $146.74 million.

On November 25, 2014, the Debtors filed the Motion of Energy Future Holdings Comp., et al., for Entry of an
Order Authorizing the Debtors to Settle and Pay Prepetition Property Taxes [D.l. 2894]. This motion sought
authorization for the Debtors to make certain tax payments associated with p rep etition property taxes, exceeding the
cap set in the Taxes Motion but not exceeding an aggregate additional amount of $60 million. This relief would

prevent the Debtors from being subject to tax liens and additional payments arising from the nonpayment of such taxes.
On December 17,2014, the Bankruptcy Courtgranted therelief requested [D.1. 3045].
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(e) Customer Programs.

On thePetition Date, the Debtors filed the Motion of Energy Future Holdings Corp., & al., for Entry of (A) An
Order Authorizing the Debtors © (1) Maintain and Administer Customer Programs and Customer Agreements, (II)
Honor Prepetition Obligations Related Thereto, (111) Pay Certain Expenses on Behalf of Certain Organizations, (1V)
Fix the Deadline to File Proofs of Claim for Certain Customer Claims, and (V) Establish Procedures for Notifying
Customers of Commencement of the Debtors Chapter 11 Cases, Assumption of Customer Agreement, and the Bar Date
for Customer Claims and (B) An Order Authorizing Certain of the Debtors to Assume the Customer Agreements (the
| “Customer Programs Motion—pHsuant-to-which?). Pursuant to the Customer Programs Motion, the Debtors sought:
(a) to honor certain prepetition obligations related to the customer programs and to continue the customer programs in
the ordinary course of business in the postpetition period; (b) to fix a bar date (October 27, 2014 at 500 p.m.
(prevailing Eastern Time)) (the “Customer Claims Bar Date”) for filing Proofs of Claim for any customer p rograms
claims against any Debtor, includingany cure amounts; (c) to establish noticing p rocedures to provide notice to current
and former customers of commencement of the Chapter 11 Cases; and (d) authority for certain Debtors to assume all
customer agreements with current customers.

On May 2, 2014, the Bankruptcy Court granted the relief requested in the Customer Programs Motion on an
interim basis [D.l. 307], authorizing payments of up to $14 million for certain customer agreements, setting the
Customer Claims Bar Date, and ap provingthe noticingp rocedures with resp ect to the Customer Claims Bar Date.

On June 4, 2014, the Bankruptcy Court granted the relief requested in the Customer Programs Motion on a

final basis, authorizing the assumption of customer agreements and performance of customer programs up to an
aggregate amount of $135million [D.1. 785].

® Hedging and Trading Arrangements.

On the Petition Date, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of
Interim and Final Orders Authorizing the Debtors to (A) Continue Performing Under Prepetition Hedging and Trading
Arrangements, (B) Pledge Collateral and Honor Obligations Thereunder, and (C) Enter Into and Perform Under
Trading Continuation Agreements and New Postpetition Hedglng and Tradlng Arrangements (the “Hedglng and
| Trading Arrangements Motion—pusuant-to-which?), P o the Hed S
Debtors sought authority to: (a) honor prepetition payment and oollateral obllgatlons under e><|st|ng forward contracts
and swap agreements to hedge their exposure to commodity risks, including price and delivery risk (collectively, the
“Hedaing and Trading Arrangements”) (subject to certain payment and collateral limitations on an interim basis and
payment limitations on a final basis); (b) perform all postpetition obligations arising under the Hedging and Trading
Arrangements; and (c) enter into and perform under new Hedging and Trading Arrangements on a postpetition basis.
As the Debtors sought authority to pledge cash collateral and post DIP liens on account of the prepetition and
postpetition Hedging and Trading Arrangements and as permitted under the TCEH Cash Collateral Final Order;
defined-below: and the TCEH Final DIP Order, the relief sought in the Hedging and Trading Arrangements Motion
dovetailed with the relief sought in the orders goproving the TCEH Cash Collateral Motion —defined-belows and the
TCEH DIP Motion,defined-below.,

OnMay 2,2014, the Bankruptcy Court granted the relief requested in the Hedging and Trading Arrangements
Motion on an interim basis [D.l. 315], authorizing payments of up to $50.8 million and collateral postings of up to
$164.35 million, in each case to setisfy prepetition obligations, except with respect to new p roprietary trading. On June
6, 2014, the Bankruptcy Court granted interim relief with respect to (a) existing proprietary trades and (b) new
proprietary trades entered into forthe purposes of mitigating losses associated with existing trades [D.l.861]. On June

| 6,2014,the Bankruptoy Court granted the relief requested in the Hedging and T rading A+angements-Motion on a final
basis, except with resp ect to new p roprietary trades [D.1. 860].

On June 30, 2014, the Bankruptcy Court gpproved, on a final basis, the relief requested with respect to
existing p roprietary trades and new proprietary trades entered into for the purposes of mitigating losses associated with
existing trades and gproved relief to continue entering into and performing under new proprietary trades in the
ordinary courseofbusiness [D.l. 1309].

On August 14, 2014, the Debtors filed the Motion of Energy Future Holdings Cormp., et al., for Entry of an
Order Establishing Procedures for the Liquidation by Third Parties of Claims on Account of Certain Hedging and
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Trading Arrangements [D.l. 1838]. As certain counterparties to the Hedging and Trading Arrangements may be
eligible for safe harbor under the Bankruptcy Code, the Debtors sought authority to establish procedures for liquidaing
claims arising from the termination of Hedging and Trading Arrangements under the safe harbor provisions of the
Bankruptcy Code. On September 3,2014, the Bankruptcy Court entered an order ap provingthe motion [D.I. 1957].

On November 6, 2014, the Debtors filed the Motion of Energy Future Holdings Comp., et al., Clarifying
Certain Relief Granted in the Non-Proprietary Trading Order and Seeking Entry of an Order Authorizing Certain
Deébtors to Enter Into Non-Proprietary Hedging and Trading Arrangements with a Tenor Beyond December 31, 2015
and Subject to Hedge and Tenor Limitations Consistent with Historical Practice [D.l. 2710]. This motion sought
approval to enter into non-proprietary Hedgingand T rading Arrangements with tenor extending beyond December 31,
2015. On November 20, 2014, the Bankruptcy Court granted therelief requested [D.1. 2832].

()] Critical Vendors.

On the Petition Date, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of
Interim and Final Orders Authorizing Payment of Prepetition Critical Vendors Claims [D.I. 29] (the “Critical Vendors

Motion™). Pursuant to the Critical Vendors Motion, the Debtors sought the authority to pay certain prepetition claims
held by certain critical trade vendors thatare essential to the Debtors’ ongoingbusiness operations.

On May 2, 2014, the Bankruptcy Court granted the relief requested in the Critical Vendors Motion on an
interim basis [D.l. 309], authorizingp ayments of up to $30 million. OnJuly 2, 2014 [D.I. 1465], the Bankruptcy Court

approved the relief requested in the Critical Vendors Motion on a final basis, authorizing payments up to $40 million.
AsofMarch 17,2015, the Debtors have paid approximately $5million to vendorsunder the Critical Vendors Motion.

(h) Motion to Assume Transmission and Distribution Service Agreements.

On thePetition Date, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of (A) an
Order Authorizing Certain of the Debtors to Pay Certain Prepetition Transition Charges and Delivery Charges and
(B) An Order Authorizing Certain of the Debtors to Assume Transmission and Distribution Service Agreements [D.I.
38] (the “TDSP Motion™). Pursuant to the TDSP Motion, certain Debtors sought authority to assume the transmission
and distrbution service agreements (the “TDSPS”) and pay all prepetition amounts outstanding under those
agreements. On May 2, 2014, the Bankruptcy Court granted the relief requested inthe TDSP Motion authorizing those
certain Debtors to pay up to $10 million and $26 million for certain unpaid prepetition transition charges and delivery
charges, respectively [D.1.318].

On June 4, 2014, the Bankruptcy Court entered an order authorizing certain Debtors to assume their

transmission and distribution service agreements geprovingand pay all relevant aure costs—ncludingouistanding
amountstherein [D.1. 784].

2. TCEH Financing and Cash Collateral
(@) TCEH DIP Facility.

On the Petition Date, the TCEH Debtors filed the Motion of Texas Competitive Electric Holdings Company
LLC and Certain of its Debtor Affiliates, for Entry of Interim and Final Orders (A) Approving Postpetition Financing,
(B) Granting Liens and Providing Superpriority Administrative Expense Claims, (C) Modifying the Automatic Stay,
and (D) Scheduling a Final Hearing[D.I. 73] (the“TCEH DIP Motion”) requesting authority for the TCEH Debtors to
enter into a debtor-inpossession financing facility (the “TCEH DIP Facility”) to obtain up to $4475 billion of
postp etition financing, including (i) a revolving credit facility in an aggregate principal amount of up to $1.95 billion
(the“Revolver Facility ”); (i) a term credit facility (the“Tem Loan Facility ) in an aggregate p rincip al amount ofup to
$1.425 billion; and (iii) a delay ed-draw term credit facility (the “Delayed-Draw Temm Facility”) in an aggregate
principalamountofup to $1.1 billion.

In addition to funding adequate p rotection p ayments, working capital (e.g., collateral for letters of credit), and
other bankruptcy costs, the TCEH DIP Facility would also enable the Debtors to satisfy the requirement under section
12.309()(7) ofthe Texas Administrative Code (the “TAC”) to provide a collateral bond to the Railroad Commission of
Texas (the “RCT”) to secure the Debtors’ mining reclamation obligations. The TCEH DIP Facility contemp lated
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providing a collateral bond in the form of a super-priority RCT Carve Out (as defined herein), senior to ay other
obligations or liabilities of the Debtors, other than the professional fee carve out. The Debtors would not borrow under
the Delayed-Draw Tem Facility unless the RCT refused to accept the RCT Carve Out. In that circumstance, the
pg)lceeds of the Delay ed-Draw Temm Facility would be used to fund and support letters of credit for their reclamation
obligations.

On May 29, 2014, the TCEH Committee and the TCEH Unsecured Notes Trustee each filed objections to
the TCEH DIP Motion [D.l. 637, 648]. The TCEH Committee and the TCEH Unsecured Notes Trustee asserted,
among other things, that the TCEH DIP Facility (i) is oversized i light of the TCEH Debtors’ ordinary course
operations and chgpter 11 expenses and (ii) p rejudices unsecured creditors by granting liens and superpriority claims
on substantially all of the TCEH assets, including unencumbered assets, to the TCEH DIP Facility lenders and
TCEH prepetition secured creditors.

OnMay 30, 2014, the TCEH Unsecured Ad Hoc Group filed a supp lemental omnibus objection [D.I. 678]
asserting, among other things, that (i) the size of the TCEH DIP Facility is excessive in light of reductions made in
adequate protection and business services payments, (ii) the provision of liens on and against the unencumbered
assets, including proceeds of avoidance actions, is improper, and (iii) the proposed waivers included in the TCEH
DIP Facility are inappropriate. To partially resolve the TCEH Unsecured Ad Hoc Group’s objections, the Debtors
agreed to limit their borrowings under the Revolver Facility to $1.65 billion, with any additional borrowing up to
$1.95 billion requiring either their consent or Bankruptcy Courtap proval.

The Bankruptcy Court granted the relief requested in the TCEH DIP Motion on an interim basis on May 2,
2014 [D.1. 325], and on a final basis, over those objections that were not resolved by the Debtors, on June 6, 2014
[D.1. 856] (the “TCEH DIP Final Order”). On July 11,2014, the RTC accepted the RCT Carve Out to support the
Debtors’ reclamation obligations, terminating the Delay ed-Draw T erm Facility and reducingthe TCEH DIP Facility
to $3.375billion.

(b) TCEH Cash Collateral.

On the Petition Date, the TCEH Debtors filed the Motion of Texas Competitive Electric Holdings Company
LLC and Certain of its Debtor Affiliates for Entry of Interim and Final Orders (A) Authorizing Use of Cash Collateral,
(B) Granting Adequate Protection, (C) Modifying the Automatic Stay, and (D) Scheduling a Final Hearing [D.I. 71]
(the “TCEH Cash Collateral Motion”) requesting authority for the TCEH Debtors to use cash collateral and granting
adequate protection to the First Lien Collateral Agent (as defined in the TCEH Cash Collateral M otion) and Prep etition
First Lien Creditors (as defined in the TCEH Cash Collateral Motion). After negotiations, the TCEH First Lien Ad
Hoc Committee consented to thepriming liens under the TCEH DIP Motion and the use of cash collateral in exchange
for the TCEH Debtors providing adequae protection against any diminution in value of the Prepetition First Lien
Credttors’ interest in the prep etition collateral. The adequate p rotection granted to the Prep etition First Lien Creditors is
composed of (i) adequate p rotection payments, (ii) superpriority claims, (iii) adequate p rotection liens, (iv) p rofessional
fees and records, and (v) a financial covenant. The TCEH Debtors also agreed to provide the Prepetition Second Lien
Creditors (as defined in the TCEH Cash Collateral M otion) with junior rep lacement liens and superpriority claims.

On May 1, 2014, the TCEH Unsecured Ad Hoc Group filed the FCEH-Omnibus-Preliminan/ Objectiona
preliminary objection to the TCEH Cash Collateral Motion. The TCEH Unsecured Ad Hoc Group asserted, among
other things, that the use of Prep etition First Lien Creditors’ cash collateral was tailored to comp lement the financing,
as a further step in thedirection of handingthe TCEH Deébtors over to the Prep etition First Lien Creditors. On May 30,
2014,the TCEH Unsecured Ad Hoc Group filed asupplemental omnibus objection.

On May 29, 2014, Aurelius Cap ital Management, LP (“Aurelius Capital”), the TCEH Committee (as defined
herein), and the TCEH Unsecured Notes T rustee each filed an objection to the TCEH Cash Collateral Motion [D.I. 632,
641, 648]. Aurelius Capital argued tha the TCEH Cash Collateral Motion ingopropriately allocates first lien adequate
protection payments among Prepetition First Lien Creditors because the current pro rata distribution is not in
accordance with the First Lien Intercreditor Agreement. Thus, Aurelius Capital argued that the TCEH Cash Collateral
Motion provides for differential treatment among Prepetition First Lien Creditors. The TCEH Debtors agreed to

escrow the disputed funds for determination at the appropriate time. Ultimately, the Bankruptcy Court overruled
Aurelius Capital’s objection and approved the escrow provision.
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The TCEH Committee,_the TCEH Unsecured Ad Hoc Group, and the TCEH Unsecured Notes Trustee
argued, among other things, that the adequate p rotection proposed in the TCEH Cash Collateral Motion is detrimental
to unsecured creditors because it (i) is excessive by granting adequate p rotection liens and superpriority claims on
substantially all of the TCEH unencumbered assets and monthly adequéae protection payments, (ii) unduly limits the
TCEH Committee’s budget and time to investigate the liens of, and any claims against, the Prepetition First Lien
Creditors, and (iii) seeks to relinquish any rights -surcharge the prepeition collateral under section 506(c) of the
Bankruptcy Code. The TCEH Debtors resolved certain of these objections by (i) excluding unencumbered assets,
including avoidance actions and any proceeds thereof, from the collateral subject to adequate protection liens, and (i)
providing that the Prepetition Secured Creditors’ superpriority claims could be payable from and have recourse to
unencumbered assets, butexcludingavoidanceactionsand any proceeds thereof.

TheBankruptcy Court granted the relief requested in the TCEH Cash Collateral Motion on an interim basis on
May 2, 2014 [D.l. 324], and on a final basis, over those objections tha were not resolved by the Debtors, on June 6,
2014 [D.I. 855] (the “TCEH Cash Collateral Final Order”), but sustained the objections with respect to the waiver of
the TCEH Debtors’ right to surcharge the Prepetition First Lien Creditors’ collateral under section 506(c) of the
Bankruptcy Code. An effort by the TCEH Debtors to assert a 506(c) claim does, however, remain an event of default
underthe T CEH Cash Collateral Final Order.

3. EFIH First Lien DIP and First Lien Repayment Motion.

On the Petition Date, the EFIH Debtors filed the Motion of Energy Future Intermediate Holding Company
LLC and EFIH Finance, Inc. for Entry of (1) an Interim Order (A) Approving Certain Fees Related to Postpetition
Financing and Granting Such Fees Administrative Expense Priority and (B) Scheduling a Final Hearing; and (II) a
Final Order (A) Approving Postpetition Financing, (B) Granting Liens and Providing Superpriority Administrative
Expense Claims, (C) Authorizing the Use of Cash Collateral, (D) Authorizing the EFIH First Lien Refinancing,
(E) Authorizing Issuance of Roll-Up Debt to the Extent Authorized by the Settlement Motion, (F) Determining the
Value of Secured Claims, and (G) Modifying the Automatic Stay [D.I. 74] (the “EFIH First Lien DIP Motion™). The
EFIH First Lien DIP Motion requested authority forthe EFIH Debtors to, among other things, enter into the EFIH First
Lien DIP Facility, use cash collateral, and consummate the EFIH First Lien Repayment and the EFIH First Lien
Settlement. The Debtors also filed supplemental declarations in support of the EFIH First Lien DIP Mation [D.1. 221,
610].

The EFIH First Lien DIP Facility is a term credit facility in an aggregate p rincipal amount of $5.4 billion with
interest at LIBOR + 325 bps (with a LIBOR floor of 100 bps). The EFIH First Lien DIP Facility is secured on a first
lien superpriority basis by substantially all of the EFIH Debtors’ assets that secured the EFIH Debtors’ obligations
under th)e EFIH First Lien Notes, as well as previously unencumbered assets (including the proceeds of Avoidance
Actions).

On May 1, 2014, the Bankruptcy Court granted the relief requested, approving certain commitment fees and
otherrelief underthe EFIH FirstLien DIP Motion[D.1.289].

The EFIH Debtors and certain objectors to the EFIH First Lien DIP Motion were able to resolve certain
objections to the EFIH First Lien DIP Facility and, as a result, the Bankruptcy Court entered an order goproving the
EFIH First Lien DIP Motion on afinal basis on June 6,2014 [D.l. 859]. Pursuant to that order, the EFIH Debtors were
authorized to enter into the EFIH First Lien DIP Facility, consummate the EFIH First Lien Rgpayment, and take certain
steps related thereto. The closingand funding of the EFIH First Lien DIP Facility waswere expressly conditioned upon
the entry and effectiveness of the First Lien Settlement Order and the First Lien Settlement Order not having been
stayed. The EFIH First Lien Settlement was goproved on the same day [D.l. 858]. The EFIH First Lien DIP Facility

was funded on June 19, 2014, and the EFIH Debtors consummated the EFIH First Lien Repayment and the EFIH First
Lien Settlement on thesameday .

On February 12, 2015, the EFIH Debtors and the agent and required lenders under the EFIH First Lien DIP
Facility entered into a written consent to permit the EFIH Second Lien Partial Repayment and to permit a
corresponding amendment of the order gproving the EFIH First Lien DIP Facility. On March 6, 2015, the EFIH
Debtors and the agent and required lenders under the EFIH First Lien DIP Facility entered into a second written
consent to permit the filing of a revised proposed form of order goproving the EFIH Partial Second Lien Repayment.
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The Bankruptcy Court entered the amended order goproving the EFIH First Lien DIP Facility on March 10, 2015
[D.1.3856].

D. Protocol for Certain Case Matters.

On September 16, 2014, the Bankruptcy Court entered the Stipulation and Agreed Order Regarding a Protocol
for Certain Case Matters [D.1. 2051] (the “Case Protol Order”). The Case Protocol Order provides, among other
things, authorization for disinterested directors & EFH, EFIH, and EFCH/TCEH to retain sep arate advisors with resp ect
to conflicts matters, in consultation with the TCEH Committee, the indenture trustee forthe TCEH Second Lien Notes,
and the TCEH Unsecured Ad Hoc Group, subject to the goproval of the Bankruptcy Court. In addition, the Case
Protocol Order required the TCEH Committee and the TCEH Unsecured Ad Hoc Group (together, the “TCEH Junior
Creditors”) to identify the Claims for which they intend to seek standingby January 31,2015 (a deadline that has since
been extended to April 30, 2015 [D.I. 4012]). On April 30, 2015, the Debtors received the TCEH Creditors’
disclosures regarding material claims or causes of action for which each such TCEH Creditor intends to request
standing and the Debtors are in the process of reviewing the merits, if any, of each asserted claim or cause of action.
Further disaussion of the TCEH Junior Creditors’ pursuit of standing is provided in Section V.l of this Disclosure
Statement, entitled “Legacy Discovery,” which begins on page 2. The Case Protocol Order also provided tha the
TCEH Unsecured Ad Hoc Group agreed not to seek, or support any other party in seeking, either directly or indirectly,
an examiner or trustee for any acts or omissions of the Debtors that occurred prior to the entry of the Case Protocol
Order.

E. Retention of Professionals.

The Debtors filed goplications and the Bankruptcy Court entered orders for the retention of various
glro{:e:;iag:nals to assist in carryingout their duties as debtors in possession and to rep resent their interests in the Chapter

e Alvarez & Marsal North America, LLC, as restructuringadvisor[D.l. 661, 2055];

e Deloitte& ToucheLLP,asindependent auditor [D.l.656,2617];

e EpiqgBankruptcy Solutions, LLC, as administrative advisor [D.1.663,2053];

e Evercore Group L.L.C.,asfinancial advisorand investment banker[D.l.651, 2056];

e Filsinger Energy Partners, as energy consultant [D.l.650,2057];

e Gibson,Dunn& Crutcher LLP, as special corporateand litigation counsel [D.1. 662,2058];

e Kirkland & Ellis LLP, as restructuring co-counsel [D.1.660,2052];

e KPMGLLP,ashankruptcy accountingand tax advisors [D.l. 652,2054, 3048];

e McDermottWill & Emery LLP, asspecial energy transactional counsel [D.l. 664,2062];

¢ Richards, Layton & Finger, P.A., as restructuring co-counsel [D.l. 659, 2539];

e Sidley Austin LLP,asspecial corporateand litigation counsel [D.l. 665,2060];

e Thompson & Knight LLP, asspecial tax counsel [D.I. 653,2061];

e Balch & Bingham LLP, as special environmental counsel [D.1.2344,2563]; and

e EnochKeverPLLC,ascounsel for regulatory and legislative matters [D.l. 3960,4134].

In addition to the aboveprofessionals, the Debtors also retained law firms and other p rofessionals as “ordinary
course professionals” to advise them with respect to certain of the Debtors” daily business operations, including
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specialized litigation advice, litigation services, and business advisory services related to corporate financial, tax,
regulatory, and environmental matters, in accordance with that order goproving the Motion of Energy Future Holdings
Corp., et al., for Entry of an Order Authorizing the Retention and Compensation of Certain Professionals Utilized in
the Ordinary Courseof Business [D.1. 765].

On May 29, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of an Order
Establishing Procedures for Interim Compensation and Reimbursement of Expenses for Professionals [D.l. 658]
(the “Interim Compensation Motion™). On September 16, 2014, the Bankruptcy Court entered an order approving the
Interim Compensation Motion (the “Interim Compensation Order”) [D.1. 2066]. The Interim Comp ensation Order,
along with the oversight provided by the Fee Committee, govems the compensation of retained professionals in the
Chapter 11 Cases.

F. Motions Related to the Restructuring Support Agre ement.

Before filing these chapter 11 cases, the Debtors worked diligently and tirelessly to reach a consensual
restructuring agreement with their creditors. The result of these efforts, uktimately, was the Restructuring Support
Agreement (and the signatories thereto, the“Restructuring Support Parties”) entered into by the Debtors and some, but
not all, of the Debtors’ creditors on April 29, 2014. Under the Restucturing Support A greement, the Debtors were to
be deleveraged and deconsolidated. TCEH was to be““spun off” from EFH Coip. and receive a p artial ““step-up” in the
tax basis of its assets as a result of the use of certain net operating losses, and receive certain op erational assets and
liabilities of the EFH Debtors that are associated with the operation of the TCEH business. Additionally, Reorganized
EFH (under new ownership) and Reorganized EFIH would maintain their current corporate structure (under new
ownership) and besignificantly deleveraged as a result of this restructuring.

1. Motion to Assume the Restructuring Support Agre ement.

On May 16, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of an Order
Authorizing the RSA Debtors to Assume the Restructuring Support Agreement and Modifying the Automatic Stay [D.I.
505] (the “RSA Assumption Motion™). In the RSA Assumption Motion, the Debtors requested entry of an order
authorizing the Debtors to assume the Restructuring Support Agreement between certain Debtors and the Restructuring
Support Parties.

Although the Debtors terminated the Restructuring Support Agreement on July 23, 2014, certain settlements

contemp lated by the Restructuring Support Agreement and the related Motion of Energy Future Holdings Cormp., et al.,

| for Entry of Orders Approving Certain Settlements and the Oncor Electric TSA Amendment [D 1. 472] (the “Settlement

Motion”) were approved by the Bankruptcy Court and imp lemented by the Debtors. The components ofthe Settlement

I\D/Iogion tr712at were not goproved before termination of the Restructuring Support Agreement were withdravn by the
ebtors.

2. EFIH S ecured Settlements.

The EFIH First Lien Notes and the EFIH Second Lien Notes had significantly above-market interest rates. As
a result, the EFIH Débtors’ sought to repay the EFIH First Lien Notes and the EFIH Second Lien Notes using the
lower-cost EFIH First Lien DIP Facility.

In connection with the repayment of the EFIH First Lien Notes, holders of EFIH First Lien Notes that entered
into the Restructuring Support Agreement, representing goproximatelv 32% of the holders bv amount. aareed to settle
their makewhole claims. These holders included Fidelity, Pacific Investment Management Company, LLC
(“PIMCQO”), and Westem Asset M anagement Company (“WAMCO?”). In full satisfaction of their claims under the

2 Aspart of the Restructuring Support Agreement and in exchange for the Investment Commitment, under the

Settlement Motion, the Debtors sought Bankruptcy Court goproval of the Oncor TSA Amendment, which
provided working capital to service EFIH’s restructuring-related costs, including servicing the EFIH Second
Lien DIP Facility. Certain elements of the Restructuring Support agreement were contingent upon agproval of
the Oncor TSA Amendment. On July 25, 2014, and in connection with terminating the Restructuring Support
Agreement, the Debtors withdrew therelief sought related to the Oncor TSA Amendment [D.I. 1697].
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EFIH First Lien Notes, they received 105% of principal plus 101% of accrued interest through the dae of
consummation ofthe EFIH First Lien DIP Facility. Certain parties to the Restructuring Support Agreement, including
Fidelity, PIMCO, WAMCO, and GSO Cagpital Partners, also agreed to participate in funding the EFIH First Lien DIP
Facility in exchange fororiginal issuediscount, certain financingfees, or both.

Holders of EFIH Second Lien Notes that entered into the Restructuring Support Agreement, rep resenting
approximately 35% of the holders by amount, also agreed to settle their makewhole claims for cash equal to

approximately 50% of the alleged amount plus payment in full of principal and accrued interest. These holders
included Fidelity, GSO, York Capital Management LLC, and Avenue Capital Group.

Shortly after the Petition Date, the EFIH Debtors opened the EFIH Secured Settlements to all holders of EFIH
First Lien Notes and EFIH Second Lien Notes via two separate offers, announced in each case by postinga form 8K,
issuing a press release, and filing a notice with the Bankruptcy Court. The offer for the EFIH First Lien Notes
launched on May 6, 2014 [D.I. 363] (the “EFIH First Lien Offer”). The offer for the EFIH Second Lien Notes
launched on May 9, 2014 [D.1.400] (the“EFIH Second Lien Offer,” and together with the EFIH First Lien Offer, the
“EFIH Settlement Offers™). Both offers provided for a “step-down” in the consideration to be received with respect to
parties that opted in after a certain date. In connection with the EFIH Settlement Offers, the Debtors sought gpproval of
those certain dealer management agreements that provided for indemnities to the dealer managers conductingthe EFIH
Settlement Offers and the reimbursementfor their legal exp enses.

On May 14,2014, the EFIH Second Lien Notes T rustee filed an emergency motion to compel the Debtors to
obtain prior goproval of procedures governing the EFIH Second Lien Offer [D.I. 441]. On May 15, 2014, the EFIH
First Lien 2020 Notes Trustee filed a similar motion with respect to the EFIH First Lien Offer [D.l. 461]. After the
Debtors objected to these motions on May 20,2014 [D.1. 552], the p arties settled.

(@) Approval of EFIH First Lien Settlement.

On May 31, 2014, the EFIH First Lien 2020 Notes Trustee filed an objection to the Settlement Motion with
regards to the EFIH First Lien Settlement [D.1. 694]. The EFIH First Lien 2020 Notes Trustee asserted that the
Settlement Motion should not be gpproved because (i) the EFIH First Lien Settlement treated identical claims
differently; (ii) the EFIH First Lien Offer was not permitted by the Bankruptcy Code, and even if allowed, was not in
comp liance with goplicable securities laws; and (iii) the settlement under the EFIH First Lien Settlement under the
RestructuringSupport Agreement was asub rosa plan.

On June 6, 2014, the Bankruptcy Court entered an order, over those objections not resolved by the Debtors,
approvingthe EFIH First Lien Settlement [D.1. 858]. On June 9, 2012, the EFIH First Lien 2020 Notes T rustee filed a
notice of appeal [D.I. 873] and an emergency motion for stay of the Bankmuptcy Court’s order approving the EFIH First
Lien Settlement to the United States District Court for the District of Delaware.” The District Court denied the motion
for a stay, finding that the EFIH First Lien 2020 Notes T rustee had not demonstrated tha it would suffer irreparable
harm if thestay was not granted [Dist. Ct. D.I. 11].

On June 11, 2014, the EFIH First Lien Offer expired, increasing total participation in the EFIH First Lien
Settlement to gpproximately 42% of holders of EFIH First Lien Notes by amount. The Bankruptcy Court order
approvingthe EFIH First Lien Settlement went effective on June 12,2014. The EFIH Debtors consummated the EFIH
First Lien Settlement on June19,2014.

On June 25,2014, the EFIH First Lien 2020 Notes T rustee filed a motion for certification of a direct gopeal to
the United States Court of Appeals for the Third Circuit [D.l. 1123]. On July 9, 2014, the Debtors filed an opposition
to the motion for certification [D.l. 1529]. On July 14, 2014, the District Court entered an order denying the motion
[Dist.Ct.D.1.19].

On February 19, 2015, the District Court entered an order affirming the Bankmuptcy Court’s order approving
the EFIH First Lien Settlement [Dist. Ct. D.I. 50]. On March 6, 2015, the EFIH First Lien 2020 Notes Trustee

3 Emergency Motion of CSC Trust Company of Delaware for Stay Pending Appeal of Bankruptcy Court’s Order

Approving FirstLien Settlement (Case No.14-00723).
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appealed the Dlstrlct CouIt s dec1510n to the Th1rd C1rcu1t [Dlst Ct D l. 51] MM

3. EFIH S econd Lien DIP Motion.

On May 15, 2014, the EFIH Debtors filed the Motion of Energy Future Intermediate Holding Company LLC
and EFIH Finance Inc. for Entry of an Order (A) Approving Postpetition Second Lien Financing, (B) Granting Liens
and Providing Superpriority Administratve Expense Claims, (C) Authorizing the Use of Cash Collateral,
(D) Authorizing the EFIH Second Lien Repayment, and (E) Authorizing Entry Into and Payment of Fees Under the
Commitment Letter, and (F) Modifying the Automatic Stay [D.I. 477] (the“EFIH Second Lien DIP Motion™). Pursuant
to the EFIH Second Lien DIP Motion, the EFIH Debtors requested the authority to, among other things, enter into a
$1.9 billion EFIH second lien debtor-in-possession financing facility (the “EFIH Second Lien DIP Facility ), funded by
certain Holders of EFIH unsecured 11.25%/1225% Senior Toggle Notes Due 2018 (the “EFIH PIK Group™), and
repay the EFIH Second Lien Notes in full.

The EFIH Debtors received various alternative proposals with respect to the EFIH Second Lien DIP Facility
after the EFIH Second Lien DIP Motion was filed. Certain Holders of EFIH Second Lien Notes madle several
proposals, including one in conjunction with a commitment from NextEra Energy, Inc. (“‘NextEra”), a company that
owns transmission and distribution assets in the T exas electricity market. Similarly, certain Holders of EFIH First Lien
Notes put forward aproposal, and the EFIH PIK Group revised the terms of their original proposal. Each of these
proposals contained economic terms that were superior to the original EFIH Second Lien DIP Facility, and NextEra
resp onded by offeringsup erior terms with respect to the original proposed EF IH Second Lien DIP Facility .

Various parties filed objections to the EFIH Second Lien DIP Mation [D.l. 1060, 1066, 1067, 1068, 1071,
1078, 1090] and joinders to those objections [D.l. 1079, 1083, 1098, 1106], alleging, among other things, that the EFIH
Second Lien DIP Facility should not be goproved due to a flawed negotiation process and unfavorable lending terms.
The EFIH First Lien Notes Trustee also alleged that the repayment of the EFIH Second Lien Notes and EFlH-the
settlement contemplated by the EFIH Second Lien SettlementOffer would violate the terms of the EFIH Collateral
Trust Agreement. OnJune?27, 2014, the EFIH Debtors filed an omnibus rep ly to those objections [D.1. 1192].

4. The Temmination of the Restructuring Support Agreement and Withdrawal of the EFIH
Second Lien Settlement and the Second Lien DIP Motion.

On June 23 and 24,2014, various p arties filed objections to the Settlement Motion with regards to the EFIH
Second Lien Settlement [D.l. 1066, 1067, 1068, 1071, 1078, 1090], and joinders to those objections [D.l. 1079, 1083,
1098, 1106], alleging, among other things, that the EFIH Second Lien Settlement was unreasonale and not in the best
interests of the Debtors and their estates, violated the Bankruptcy Code by treating similarly situated creditors
differently, and constituted asub rosaplan.

Adfter the Debtors terminated the Restructuring Support Agreement on July 24, 2014, the Debtors withdrew
the EFIH Second Lien Offer, the remaining relief requested in the Settlement Motion, and the EFIH Second Lien DIP
Motion[D.1.1697].

The Debtors believe that the Restructuring Support Agreement provided significant benefit to the Debtors
and the Chapter 11 Cases. Among other things, it allowed the Debtors to obtain the support of the Holders of
TCEH First Lien LendersClaims forapproval ofthe TCEH DIP Facility and for 18 months of cash collateral use with
no milestones. It also provided the framework for a restructuring transaction at EFIH and EFH Corp., which

prompted proposals from potential buyers and ulimately led to the formulation and goproval of the Bidding
Procedures.
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G. Exploring the EFH/EFIH Transaction.

1. Approval of Bidding Procedures.

Following the termination of the Restrucduring Support Agreement, the Debtors worked diligently with their
advisors to develop a process to maximize estate recoveries resulting from the bidding that began while the
RestructuringSupport Agreement was still in p lace.

On September 19, 2014, the Debtors filed the Motion of Energy Future Holdings Cormp., et al., for Entry of an
Order (A) Approving Bidding Procedures, (B) Scheduling an Auction and Related Deadlines and Hearings, and (C)
Approving the Form and Manner of Notice Thereof [D.1. 2087] (the “Bidding Procedures Motion). In the Bidding
Procedures Motion, the Debtors requested, among other things, aproval of the Bidding Procedures. The Bidding
Procedures did not require bids to conform to any particular tax or transactional structure. The Bidding Procedures
Motion contemp lated an extended, sealed bidding process to identify a stalking horse bidder (the “ Stalking Horse
Bidding Process”). After selecting a stalking horse bidder, the Bidding Procedures Motion contemplated that the
Debtors would file a motion with the Bankruptcy Court seeking approval of the stalking horse bid, followed by a
period of openbiddingculminatingin an auction.

On Odober 10, 2014, the EFIH First Lien DIP Agent and the Ad Hoc Committee of EFIH Unsecured
Noteholders filed resp onses in support of the BiddingP rocedures Motion [D.I. 2374, 2390].

Also on October 10, 2014, several parties filed objections and joinders to objections to the Bidding Procedures
Motion [D.l.2368, 2377, 2379, 2385, 2389, 2392, 2395, 2446] allegin g, anong other things, that the Bankruptcy Court
should not allow a sealed bidding process, that the Bidding Procedures would be determinative of the sale and
reorganization outcome and constituted a sub rosa plan, that the Debtors lacked comporate authority to file the Bidding
Procedures Motion, and that the BiddingProcedures Motion should be subject to heightened scrutiny.

On October 14,2014, the Debtors filed an omnibus rep ly to those objections, arguing (2) that the motion was
fornarrowly-tailored procedural relief, (b) that the Bidding Procedures wereproposed in good faith, in accordance with

the Debtors’ business judgment, and that the procedures satisfied the Busiress-Judgmentbusiness judgment standard,
and (c) that the objectingp arties’ requested modifications were unnecessary and/or inappropriate [D.1. 2447].

The Bankruptcy Court held a four-day hearing regarding the Bidding Procedures Motion. The Debtors
presented testimony from certain officers and disinterested directors and managers and from the Debtors’ financial
advisor, Evercore-Rartners, and several of these witnesses were subject to cross examination from a number of creditor
constituencies. In addition, the TCEH Committee also presented its own investment banker to testify regarding the
BiddingProcedures M otion.

On November 3, 2014, the Bankruptcy Court issued a bench ruling conditionally gproving the Bidding
Procedures Motion dep endent on specific modifications to the Bidding Procedures. First, the Debtors were required to
extend the Stalking Horse Bidding Process to provide sufficient time for the development of bids, including those under
alternative structures. Second, the Debtors were required to obtain formal goproval of the modified Bidding Procedures
from each of the Debtors’ respective boards of directors, including the disinterested directors and managers. Third,
both the TCEH Committee and the EFH Committee were granted limited participation rights in the Stalking Horse
Bidding Process, which would othewise remain sealed. Fourth, the Bankruptcy Court ruled that maerial
modifications to the Bidding Procedures required either consent from both the TCEH Committee and the EFH
Committee or approval by the Bankruptcy Court.

On Jauary 14, 2015, the Bankruptcy Court entered the Bidding Procedures Order, goproving the revised
BiddingProcedures that comported with its bench ruling.

2. Marketing Process Under Bidding Proce dures.
After entry of the Bidding Procedures Order, the Debtors circulated a process letter to goproximately 50

potential strategic and financial bidders as well as the professionals for nine of the Debtors’ largest creditor
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constituencies. The process letter explained the opportunity to bid for the Debtors’ economic interests in Oncor
Electric and invited the potential bidders to submit nonbinding letters of intent and illustraive term sheets to the
Debtors (“Round 1 Bids”) by March 2, 2015 (the “Round 1 Bid Deadline”). Enclosed with the process letter was the
BiddingProcedures Order.

Approximately 15 potential bidders ultimately signed nondisclosure agreements and gained electronic access
| to the data room. The daa room contains customary informaion regarding the Debtors and Oncor_Electric. In

addition to providing access to this data room, the Debtors responded to diligence requests and inquiries, held question-
and-answer sessions, and arranged meetings with Oncor Electric management.

On March 2, 2015, the Round 1 Bid Deadline expired. After the Round 1 Bid Deadline, the Debtors
circulated drafts of transaction documents to the bidders (noting that any alternative transaction or tax structure could
be proposed), informed them that they would advance to Round 2, and requested that the bidders submit an initial
mark-up of the documents. At the request of one of the bidders, the Debtors extended the deadline for submission of
initial mark-ups to the definitive documents (the Initial M ark-Up Deadline”) from M arch 16, 2015 to M arch 23, 2015
with the consentof the TCEH Committeeand EFH Committee.

On March 23, 2015, the Initiall Mark-Up Deadline expired, and the Debtors received mark-ups from all
bidders that submitted Round 1 Bids. After reviewing and analyzing the mark-ups, the Debtors held meetings with
each of the bidders and communicated p reliminary high-level issues regarding the mark-ups. The Debtors encouraged
the bidders to address these p reliminary issues in advance of the April 13, 2015 deadline (the“Round 2 Bid Deadline”)
forthe submission oftransaction documents (“Round 2 Bids”).

On April 13,2015, the Round 2 Bid Deadline exp ired, and the Debtors received multip le Round 2 Bids. After
the Round 2 Bid Deadline expired, the Debtors began negotiating the definitive documentation of a stalking horse bid
| (the“Staking Horse Bid”). The Bidding Procedures Order contemp lated that, within 10 business-day-sBusi
after execution of the definitive documents regarding a Stalking Horse Bid, the Debtors would file a motion for
Bankruptcy Court goproval of the StalkingHorse Bid. After Bankruptcy Court goproval of the StalkingHorse Bid, the
Bidding Procedures Order contemp lated that the Debtors would conduc a 30-day open marketing p rocess followed by
an auction to select a successful bid, which would be subject to Bankruptcy Court approval at a subsequenthearing.

The Bidding Procedures expressly state that the Debtors are not prohibited from taking any action, or
refraining from taking any action, with respect to the Bidding Procedures to the extent the board of directors or
managers of a Debtor determines tha taking or refraining from taking such action is required to comp ly with goplicable
law or its fiduciary obligations under gop licable law. The BiddingProcedures are also subject to material modification
with the consent of the TCEH Committee and the EFH Committee not to be unreasonably withheld or delay ed, or by
approval of the Bankruptcy Court (which gpproval may be sought on an in camera basis), following notice to the
T CEH Committeeand EFH Committee.

The Debtors worked towards selecting a stalking horse after reviewing the bids received in connection with
the Round 2 Bid Deadline, and would thereafter have filed a motion seeking approval of such Stalking Horse Bid.
After numerous discussions and the exchange of revised documentation with bidders, the Debtors were unable to reach
agreement on a sufficiently attractive Stalking Horse Bid and, as ofthe filing of this revised Disclosure Statement, have

opted not to move forward Wlth a Stalklng Horse Bid at this tlme Ih@Dést@#s-ane@@mﬂnmg-to-mgag@m-dlscussms

3. Negotiations with Creditors Re garding Potential Re structuring Transactions.

In parallel with the Debtors’ efforts regarding the auction process, the Debtors engaged in discussions with
creditor constituencies regarding amendments and modifications to the Plan filed on April 14, 2015. As described
below, the impetus for these discaussions has been the potential of athe REIT Reorganization. These disaussions have

resulted in the Debtors proposing-a-Plan-with-both the Standalone Scenario-and—, which contemplates the M erger
Scenario-with, as described herein and in the requisite flexibilityto-continue to-pursue each-such-Scenario-Plan,
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(@) REIT Discussions and Due Diligence

Interest in restructuring Oncor Electric to permit Reorganized EFH (or a successor entity) to qualify _for
taxation as aREIT increased significantly beginningin early 2015. A REIT is a hybrid taxentity that, although treated
as acorporation for U.S. federal income tax purposes, is able to effectivelavaidreduce or eliminate substantially all of
the entity-level federal income taxes otherwise imposed on rporaions se-leng-as-it-meets-certain-reguirements-that
are discussed-in-more detail belowpy distributing its taxable income to shareholders. In 2007, the IRS issued aprivate
letter rulingto an unrelated third party tha held that an electric transmission and distribution system satisfied certain of
the REIT requirements. On January 30, 2015, InfraREIT, Inc. (“InfraREIT”) the transmission and distribution REIT
that was thesubject of that private letter ruling, comp leted an initial p ublic offering.

Where an existing business, like Oncor_Electric, holds both substantial real estate assets and a significant
operating business, the imp lementation of a REIT structure would generally include a separation of the two businesses
into an “OpCo,” or operating company, and a “PropCo,” or property company. Critical components of this
restructuringwould takep lace at the Oncor Electric level, inside the “ring fence,” and the Debtors do not control these
ring-fenced entities. For more information regarding the ring fence, refer to Section 11.B4.b. of this Disclosure
Statement, entitled “The Ring-Fencing M easures,” which begins on page 33. Assuming satisfaction of the extensive
requirements to qualify for such treatment under federal tax law, the entity that elected REIT statuswetddwill generally
not be subject to entity-level federal income tax so long as it distributeds substantially all of its taxable income to its
shareholders every year. There are, however, material risks associated with athe REIT Reorganization. For more
information regarding these risks, refer to Section VIILE of this Disclosure Statement, entitled “Risks Related to the
REIT Reorganization” which begins on page 163 and Section X .D. of this Disclosure Statement, entitled “Certain
REIT Structure Considerations” which begins on page 187.

Beginning in early 2015, the Debtors and Oncor Electric commenced a rigorous due diligence p rocess with
respect to a potential REIT Reorganizaion while facilitating simultaneous creditor due diligence efforts. The Debtors
and Oncor_Electric engaged in and facilitated numerous discussions regarding a potential REIT Reorganizaion with
Oncor Electric management, including calls with Oncor Electric management and stakeholders. Advisors to the
Debtors and Onaoor_Electric have also engaged in numerous discussions regarding a potential REIT Reorganizaion

with tax p rofessionals to various stakeholders. In conjunction with these due diligence efforts, the Debtors and Oncor

Electric made data and documents regardingthe REIT Reorganization available in their data room, which is accessible
to bidders in the StalkingHorse BiddingProcess and stakeholders thathave signed nondisclosure agreements.

EM&M@%S%H@H@—IH&M@F%FS@%H&H@ is an outgowth of the due dlllgence efforts related to a
potentlal REIT Gconversmn In connection Wlth h
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f|du0|ary dutles o

H. Retention of Conflicts Matter Advisors.

On November 3, 2014, after a four-day hearing on the Bidding Procedures Motion, the Bankruptcy Court
entered abench mlingnoting that actual (though not fatal) conflicts exist between the Debtors’ estates with resp ect to
the auction process for the sale of economic interests in Onoor_Electric. Before this uling, the Debtors and their
significant constituencies had been actively discussing the potential need for certain Debtors to retain conflicts counsel
during these eChapter 11 ¢Cases and the process by which that would hgppen, pursuant to the Case Protocol Order.
Following this ruling, the Debtors’ disinterested directors and managers sought the retention of legal counsel and other
professionals to representthe resp ective estates’ interests with regards to any actual conflicts matters.

On November 7, 2014, the Debtors filed a notice indicating that each of EFH, EFIH and TCEH was in the
process of retaining counsel to avise the goplicable Debtor regarding actual conflicts maters, in accordance with the
Case Protoool Order [D.1. 2718]. Ultimately, each of EFH, EFIH, and TCEH filed the following retention gpplications
and the Bankruptcy Court goproved the retention of conflicts matter counsel and professionals for their respective
estates:

e EFH-Proskauer Rose LLP-Proskauer;, as counsel [D.1.3037,3281];
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e EFH-O’Kelly, Emst & Bielli LLP,as Delaware counsel [D.I. 3038, 3280];
e EFH-SOLIC Capital Advisors, LLCSOLIC™,, as financial advisor [D.l. 3324, 3467];
e EFIH-Cravath, Swaine & Moore LLP-{Cravath™y. ascounsel [D.l. 3203, 3321];
e EFIH-Goldin Associates, LLC, as special financial advisor[D.l.3062,3277];
e EFIH-Jenner & Block LLP, as counsel [D.l. 4792,4945];
e EFIH-Stevens& Lee LLP,as Delaware counsel [D.I. 3038, 3278];
e TCEH-Munger, Tolles& Olson LLP,ascounsel [D.l. 3040, 3279];
e TCEH-Greenhill& Co., LLC{:Greenhill™y,, as financial advisor [D.l. 3062, 3283];and
e TCEH-McElroy, Deutsch, Mulvaney & Carpenter, LLP [D.1.3517,3835].
L Legacy Discovery.

On August 13, 2014, the Bankruptcy Court entered an order [D.l. 1832] allowing creditors to pursue
document and deposition discovery with respect to a broad list of “legacy” topics concerning various prep etition
transactions and issues, including, but not limited to: any intercompany claims; transactions with the Sponsor Group;
and the comp etitive taxsharing agreement and p ayments under that agreement (the “ Legacy Discovery”).

In April 2015, the Debtors comp leted their obligations with respect to the Initial Consolidated Requests (in
accordance with_and as defined in, the order entered by the Bankruptcy Court governing Legacy Discovery [D.1.
1832], as amended-_(the ““Legacy Discovery Protoml”). The breadth and magnitude of the Legacy Discovery efforts
were immense. The Debtors received 212 individual document requests covering an expansive range of topics for a
broad timeperiod, in some cases reachingback more than 15 y ears prep etition. The Debtors engaged in consistent and
continuous good-faith negotiations with creditor representatives concerning the breadth and scope of the Legacy
Discovery requests and the Debtors’ efforts included, but were not limited to, munning more than 350 search terms
against more than 35 custodians; mllecting, reviewingand p roducing documents from dozens of custodians—including
company personnel and other third parties—for a vast time period; and conducing numerous targeted collections to
identify potentially responsive documents on specific topics. In oonnection with Legacy Disaovery, the Debtors
produced over 800,000 documents, totaling more than 5.6 million pages, in less than eight months. The Sponsor Group
and other parties-in-interest likewise made very substantial document productions in response to Initial Consolidaed
Requests and follow-up requests.

On April 30, 2015, each TCEH Ccreditor disclosed any material claims or causes of action for which it
intends to request standingand the Debtors are in the process of reviewingthe merits, if any, of each asserted claim or
cause of action. Certain of these claims will be released under the Plan, as discussed below in Section VH of this
Disclosure Statement, entitled ““Settlement, Release, Injunction, and Related Provisions,” which begins on page 2.
Each FCEH-Creditorcreditor must file its respective standing motion for any such claims or causes of action no later

than Wfiﬁ%n days after goproval of this Disclosure Statement (or unless otherwise
agreed).
J. TCEH FirstLien Investigation.

Under the TCEH Cash Collateral Order, the Debtors stipulated to, among other things, the validity of the

obligations and liens related to the TCEH First Lien Debt and certain transactions including, but not limited to: the
2007 Acquisition, the 2013 extension of the TCEH Credit Agreement, and the avoidance of unperfected liens and

™ Certain of the material claims or causes of action that the TCEH Cgreditors may choose to seek standing to

prosecutehavebeen identified in the StandingM otions.
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security interests (collectively, the “TCEH First Lien Investigation Claims”). The Debtors have provided substantial
discovery to, among others, the TCEH Committee and the Ad Hoc TCEH Unsecured Noteholder Group regarding their
investigation into the TCEH First Lien Investigation Claims.

All other parties were bound by these stipulations as well unless such parties obtained standing and filed an
adversary proceeding to avoid, object to, or othemwise challenge the TCEH First Lien Investigation Claims by
March 13, 2015 (the “Challenge Deadline”). Consequently, on February 20, 2015, the TCEH Committee, the EFH
Committee, and the TCEH Unsecured Ad Hoc Group each filed motions seeking standing to prosecute and investigate
the TCEH First Lien Investigation Claims, and the exclusive authority to settle the TCEH First Lien Investigation
Claims (the““Standing Motions”). On March 3,2015, the Debtors filed an omnibus objection to the StandingMotions
seeking a ruling (a) extending the Challenge Deadline, with the consent of the TCEH First Lien Ad Hoc Committee
and the Prepetition First Lien Agents (as defined in the TCEH Cash Collateral Order), thus deferring a ruling on the
Standing Motions or, in the alternative (b) granting the TCEH Committee authority to prosecute the TCEH First Lien

Investigation Claims but preserving the Debtors’ exclusive right to settle the TCEH First Lien Investigation Claims
[D.1.3726].

In addition to the Debtors, Wilmington T rust, as successor TCEH first lien administrative agent and successor
TCEH first lien collateral agent, and the TCEH First Lien Ad Hoc Committee each filed an omnibus objection to the
Standing Motions [D.1. 3731 and 3732, respectively]. CCP Credit Acquisition Holdings, L.L.C., Centerbridge Special
Credit Partners, L.P., and Centerbridge Special Credit Partners, II, L.P., collectively in their capacity as a TCEH first
lien noteholder, filed an objection to the TCEH Committee’s Standing Motion [D.1. 3729]. Law Debenture Trust
Company of New York, in its cgpacity as indenture trustee under the TCEH unsecured notes, filed an objection to the
EFH Committee’s Standing Motion [D.L. 3741]. Wilmington Savings Fund Society, FSB, in its capacity as TCEH
Second Lien Notes successor indenture trustee, filed an objection to the EFH Committee’s and the TCEH Unsecured
| Ad Hoc Group’s StandingMotions [D.1. 3725]. The TCEH Unsecured Ad Hoc Group filed an objection to the EFH
Committee’s StandingMotion [D.I. 3734]. The TCEH Committee filed a response to the EFH Committee’s and the
TCEH Unsecured Ad Hoc Group’s StandingM otions[D.1. 3733].

On March 10, 2015, the Debtors, with the consent of the TCEH First Lien Ad Hoc Committee and the
Prepetition First Lien Agents (as defined in the TCEH Cash Collateral Order), filed the Stipulation and Consent Order
Extending Certain Deadlines in the Final Cash Collateral Order [D.l. 3857], extending the Challenge Deadline to
April 17,2015. Conseguently, with the consent of the p arties to the StandingM otions, the Bankruptcy Court adjoumed
the StandingMotions (and the related responses and objections) to the April 14, 2015 omnibus hearing. The Standing
M otions were subsequently adjourned to ahearingto takep laceon July 9, 2015.

On April 1,2015, the TCEH Committee, the EFH Committee, the Ad Hoc Group of Unsecured Noteholders,
and Wilmington Savings Fund Society , FSB filed rep lies to the various objections to the Standing Motions [D.1. 4031,
D-1-4034, BD-1-4045, and-D-1- 4029, respectively].

In connection with the TCEH Scheduling Stipulation (described herein) and as stated on the record a the
June 25,2015 scheduling conference regarding the Confirmation Scheduling Order, theparties to the StandingMotions
have consented to adjoum the hearingon the Standing Motlons to August 11,2015-
jpport Agreement). On July 8, 2015, the Debtors, with the consent ofthe
TCEH Flrst Lien Ad Hoc Commlttee and the Prepetition First Lien Agents (as defined in the Cash Collateral Order)
filed the Stipulation and Consent Order Extending Certain Deadlines in the Final Cash Collateral Order [D.1. 4948],
| extendingthe Challenge Deadline to September 10, 2015. The Bankiuptcy Court approved the relief requested on July
10,2015[D.I.4958].

K. Makewhole Litigation.

The Debtors have commenced litigation with respect to Holders of EFIH First Lien Notes that did not enter
into the EFIH First Lien Settlement regarding their resp ective EEHH-EirstLien-Makewhole Claims.

1. EFIH First Lien Makewhole Adversary Proceeding.

As discussed in Section IV.C.3 ofthis Disclosure Statement, entitled “EFIH First Lien DIP and First Lien
Repayment Motion,” which begins on page 2, in the EFIH First Lien DIP Motion, the Debtors initiated a contested
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matter requesting that the Bankruptcy Court hold tha no EFIH First Lien Makewhole Claim was due on account of the
EFIH First Lien Repayment.

On May 15, 2014, the EFIH First Lien Notes Trustee solely in its capacny as Jnd_mlute_tmstﬂa_und_euh_e
EFIH First Lien 2020 TrusteeNotes, filed a « e plaint™), initiating an adversary
proceeding in the Bankmuptcy Court (Case No. 14 50363) (the“Flrst Lien Mekenhole Comp Ialnt”) against the EFTH
Debtors seeking a declaration that the EFIH Debtors are obligated to pay the EFIH-FirstLien-Makewhole Claims in
connection with the EFIH First Lien Repayment. TheFirst Lien M &ewhole Complaint further requests that the EFIH
Eirst Liensuch Makewhole Claims be treated as secured claims against the EFIH Debtors and seeks certain other
amountsrelated to indemnifications, interest, and other disputed amounts.

The EFIH Debtors answered the First Lien Makewhole Complaint on June 13,2014 [Adversary D.I. 33]. The
EFIH Debtors reject the EFIH First Lien—2020 Notes Trustee’s claims and will vigorously contest the First Lien
Makewhole Complaint. On September 12, 2014, the Bankruptcy Court entered an order that will bifurcate this
adversary proceeding into two phases [Adversary D.lI. 128]. The first phase will determine whether the non-settling
Holders of EEIH First Lien Notes are entitled to recover makewhole p remiums and related amounts. The second phase
will address whether the EFIH Debtors are solvent and, if so, the amount of any recovery for the non-settling Holders
of EEIH First Lien Notes. Both parties moved for summary judgment in the first phase, and a summary judgment
hearing was held on March 13, 2015. On March 26, 2015, Tthe Bankruptcy Court issued Findings of Fact and
Conclusions of Lav granting summary judgment to EFIH on the makewhole-claimsMakewhole Claims, as well as
other claims, and denying the EFIH First Lien Notes Trustee summary judgment on the same [Adversary D.l. 245],
with respect to which the EFIH First Lien Notes Trustee filed a notice of gopeal on July 17, 2015 [D.I. 5035] (the
“Notice of Appeal”). The Bankruptcey Court granted summary judgment “without p rejudice” on one count of the EFIH
First Lien Notes Trustee’s comp laint, the outcome of which is likely to be determined by the outcome ingf the EEIH
First Lien %%WM discussed immediately below:),

2. EFIH FirstLien AutomaticStay Motion.

The EFIH First Lien Notes Trustee and certain Holders of EFIH First Lien 2020 Notes (the“Objecting First
Lien 2020 Note Parties”) filed the Joint Motion of CSC Trust Company of Delaware, as Indenture T rustee, and Certain
EFIH 10% First Lien Noteholders, for Confirmation tat the Automatic Stay Does Not Apply or, Alternatively, for
Limited Relief from the Automatic Stay, Solely Regarding Rescission of Acceleration [D.I. 473] (the “Eirst Lien Lift
Stay Motion™). The Objecting First Lien 2020 Parties argue that under the terms of the EFIH First Lien 2020 Notes
Indenture the automatic stay does not prevent rescinding the acceleration of the EFIH First Lien 2020 Notes.
Accordingly, such parties argue that they are entitled to rescind the acceleration ofthe EFIH First Lien 2020 Notes and
that, as a result, the EFIH First Lien Repayment requires the payment of the EFIH First Lien Makewhole Claims
asserted by holders of EFIH First Lien 2020 Notes. On June4, 2014, CSC sent the EFIH Debtors a letter puporting to
waive events of default under the EFIH First Lien 2020 Notes that were caused by the filing of the Chegpter 11 Cases
and rescind acceleration under the EFIH First Lien 2020 Notes, subject to certain conditions and qualifications
(the“Rescission L etter”).

The EFIH Debtors believe that any atempt to decelerate the EFIH First Lien 2020 Notes (including pursuant
to the Rescission Letter) violates the automatic stay of section 362 of the Bankruptcy Code and is otherwise invalid and
of no effect. The automatic stay issueswere briefed aspart of the parties’ motions for summary judgment and argued
during the March 13, 2015 summary judgment hearing. The Bankruptcy Court ruled that the Holders of EFIH First
Lien 2020 Notes’ attempt to decelerate the EFIH First Lien 2020 Notes violated the automatic stay. The Bankruptcy
Courtdidnotruleon summary judgment onthe question of whether cause existed to lift the stay nuncpro tunc.

On April 20-22, 2015, the Court held a trial on whether to lift the automatic stay nunc pro tunc. The parties
submitted post-trial briefs [Adversary D.l.293,294] and proposed findings of fact and conclusions of lawv on May 20,
2015, [Adversary D.I. 292,295]. On July 8, 2015, the Bankruptcy Court issued its Findings of Fact and Conclusions of
Law holding tha no cause exists to lift the automatic stay, [Adversary D.l. 304], and entering an order that fully
resolves the EFIH First Lien M akewhole Adversary Proceeding, [Adversary D.1. 305], with respect to which the EFIH
First Lien Notes T rustee filed the Notice of Appeal on July 17, 2015.
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3. EFIH S econd Lien Makewhole Adversary Proce eding.

On June 16, 2014, the EFIH Second Lien Notes T rustee filed an adversary complaint (Case No. 14-50405)

(the “Second Lien Makewhole Complaint”) against the EFIH Debtors seeking a declaration that the Debtors are

| obligated to pay the Makewhole Claims in connection with the EFIH Second Lien Makewhele-ClaimsNotes, along

with other contested amounts relating to indemnification obligations, professional fees, and interest. The EFIH Debtors

reject the claims set forth in the Second Lien M a&kewhole Complaint. As of the date hereof, no litigation schedule has
been set.

On December 1, 2014, the EFIH Debtors filed a motion for leave to file an amended answer and
counterclaims in respond to the Second Lien Makewhole Comp laint [Adversary D.I. 12]. In the memorandum of law
that accompanied this motion [Adversary D.l. 13], the EFIH Debtors requested that the Bankruptcy Court allow
briefing for declaratory judgment that would resolve any and all questions of the EFIH Debtors’ liability with resp ect to

| the Second-Lien-Makewhole Claims._related to the EFIH Second Lien Notes. On December 18, 2014, the Bankuptcy
Court entered a schedulingorder outlining the timeline for p arties-in-interests to file briefs in connection to the Second
Lien Makewhole Complaint [Adversary D.I. 15].

On December 19, 2014, the EFIH Second Lien Notes T rustee filed a motion to dismiss the complaint without
prejudice [Adversary D.l. 18], arguing tha the matter was not y et ripe for declaratory judgment. Followingapproval of
the EFIH Second Lien Partlal Rep ay ment I\/Iotlon—asr=(d |scussed in-Section ML of this Disclosure Statement entitled

below), the EFIH Second Lien Notes T rustee

agreed that the rip eness issuewas moot.

On April 13, 2015, the EFIH Second Lien Notes T rustee filed an amended complaint, and on April 30, 2015,
the EFIH Debtors flled an answer to that complalnt [Adversary D.1.37,39]. On July 17,2015, the EFIH Debtors filed

aMmotion for Rartial Su a 0 , seeking to disallow any recovery on account of
M_akﬂALhQIe_C_lalms_Lelatﬂd_to_th_eEFlH Second Lien Makewhete@larmshl_dtes [Adversary D.1.42].

4. EFIH First Lien Turnoverand Injunction Adversary Proceeding.

In the First L|en Tumover Complarnt the EF IH Frrst Llen Notes
Trustee asserts tha any payments to Holders of EFIH Second Lien Notes are subject to certain tumover p rovisions
under the EFIH Collateral Trust Agreement. In particular, the EFIH First Lien Notes Trustee argues, among other
things, that the proceeds of the EFIH First Lien DIP Facility constitute p roceeds of collateral. As a result, the EFIH
First Lien Notes T rustee asserts that any funds raised from the EFIH First Lien DIP Facility may not bepaid to Holders
of EFIH Second Lien Notes unless and until all claims under the EFIH First Lien Notes are paid in full. The EFIH
First Lien Notes T rustee further asserts that this tumover provision goplies even if the contested first lien amounts are
not allowableaginst the EFIH Debtors.

The First Lien Tumover Complaint seeks injunctions against the defendants and monetary damages in the
event the defendants pay funds to the Holders of EFIH Second Lien Notes without setting aside the amounts specified

in the First Lien Tumover Complaint. The EFIH Debtors have not been named defendants in the First Lien Tumover
Complaint.

The EFIH Debtors stated in the EFIH Second Lien Partial Repayment Motion and in their responses to the

EFIH First Lien Notes Trustee’s objections to both the EFIH First Lien DIP Motion and the EFIH Second Lien DIP

| Motion that the EETH-Deébtors’ position—is-that-the-proceeds of the EFIH First Lien DIP Facility do not constitute
proceeds of collateral. Although the EFIH Debtors contest the assertions in the First Lien Tumover Complaint, the

EFIH Debtors cannot predict the outcome of this litigation and cannot predict the effect of the allegations in the First
Lien Turnover Complaint will have on recoveries under thePlan.

In connection with the EFIH Second Lien Partial Repayment Motion, the EFIH Debtors, the EFIH First Lien
Notes Trustee, and the EFIH Second Lien Notes Trustee agreed to certain language in the Partial Rgpayment Order
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concerning the First Lien Turnover Complaint. The Bankruptcy Court entered the Partial Rgpayment Order in the
adversary proceeding under the First Lien Tumover Complaint [Adversary D.l. 46] after entering the order in the
Debtors’ lead chapter 11 case. The Partial Repayment Order provides, among other things, that the EFIH First Lien
Notes T rustee maintains its right to assert that the EFIH Collateral T rust Agreement required the tumover of funds from
the EFIH Second Lien Partial Repayment amount. If the EFIH First Lien Notes T rustee prevails on this argument,
turnover will be from any subsequent distribution to the EFIH Second Lien Notes other than pursuant to the Partial
Repayment. Under certain circumstances, Holders of EFIH Second Lien Notes are entitled to elect to provide such
turnover in cash even if the appllcable dlstrlbutlon to the Holders of EFIH Second Lien Notes is in a form of
con5|derat|on other than cash. coRe v _

5. EFIH Unsecured Makewhole Adversary Proceeding.

On December 16, 2014, the EFIH Debtors filed a complaint for declaratory relief against the holders of certain
EFIH unsecured 11.25%/12.25% Senior Toggle Notes Due 2018 (the “PIK Notes”) relating to disputes between the
parties regarding the Holders of PIK Notes’ rights to any makewholepayments as well as certain interest rate disputes
between theparties [Adversary D.1. 1].

[In particular, the EFIH Debtors have taken the position that the holders of the EFIH Senior Toggle Notes (i)
are entitled to postpetition interest cgpped at the Federal Judgment Rae in effect on the Petition Date, which was .11%,
and (i) are not entitled to any makewhole payments or optional redemption premiums. The EFIH Unsecured Notes
Indenture Trustee has noted that some coutts have determined that “in solvent debtor cases, a p resumption exists that
the leqal rate [applicable to postpetition interest] is the rate agreed to by the parties in their contract prior to the
peition. See, Mem. Of Law at 22 n.6, Energy Future Intermediate Holding Co. LLC v. UMB Bank, N.A., No. 14-
51002 (Bankr. D. Del, Feb.6,2015), ECFNo.8-]

On February 6, 2015, the EEIH Unsecured Notes T rustee—for-the PIK Notes filed a motion to dismiss the
comp laint without prejudice [Adversary D.l. 7], arguing tha the mater was not yet ripe for declaratory judgment.
[Adversary D.I. 8]. The parties have fully briefed the ripeness dispute, and the issue was argued at the May 4, 2015,
omnibus hearing. On June 15, 2015, the Bankruptcy Court granted the_EFIH Unsecured Notes Trustee’s motion to
dismiss but held that the PIK Notes” Claim contains “a claim to those components of the Indenture, some of which
havenot been liquidated as ofthe filing of the PIK Claim” and that “nothingin [the Bankmptcy Court’s] opinion limits
the EFIH Debtors’ ability to object to the PIK Claim orto seek to liquidate such claim.” Adv.No. 14-51002, D 1. 43, at
29-30. On July 9, 2015 the EF IH Debtors filed apartlal objectlon to the Claim filed by the THustee for the PIK Notes

. D

L. EFIH S econd Lien Partial Re payment Motion.

On February 12,2015, EFH Corp. and the EFIH Debtors filed the Motion of Energy Future Holdings Corp.,
Energy Future Intermediate Holding Company LLC, and EFIH Finance Inc. for Entry of (A) Order (1) Authorizing
Partial Repayment of EFIH Second Lien Notes; (11) Approving EFIH DIP Consent; and (111) Authorizing Consent Fee
and (B) Revised EFIH FirstLien DIP Order [D.1.3527] (the“EFIH Second Lien Partial Rep ayment Motion™). Under
the EFIH Second Lien Partial Repayment Motion, EFH Corp. and the EFIH Debtors requested authority to, among
other things, (&) use up to $750 million of cash on hand at EFIH to repay in part the EFIH Second Lien Notes, (b) enter
into awritten consent with the agent and required lenders under the EFIH First Lien DIP Facility and pay a consent fee
to the consenting lenders in an amount up to $13.5 million (the “Partial Repayment Consent Fee”), and (c) amend the
Bankruptcy Court order governing the EFIH First Lien DIP Facility to pemit the EFIH Second Lien Partial
Repayment.

On February 26, 2015, the EFIH Second Lien Notes T rustee filed a limited objection to the EFIH Second Lien
Partial Repayment Motion and a related cross-motion [D.l. 3673]. The EFIH Second Lien Notes Trustee argued,
among other things, that the EFIH Second Lien Partial Repayment could not go forward unless the Bankruptcy Court
made certain findings with respect to the First Lien Tumover Complaint {defined-belows)., The EFIH Second Lien
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Notes T rustee also asserted tha the Bankruptcy Court could not goprove the EFIH Second Lien Partial Repayment
unless the repay ment amount was allocated first to the EFIH Second Lien Notes Tustee’s fees under the applicable
indenture, including certain professional fees. On February 26, 2015, the EFIH First Lien Notes Trustee filed a
response to the EFIH Second Lien Partial Repayment Motion indicating that it had agreed with the Debtors to resolve

| alleged issues under the EEIH Collateral Trustee Agreement raised by the EFIH Second Lien Partial Repayment by
including certain negotiated language in the proposed form of order goproving the EFIH Second Lien Partial
Repayment. On March 3, 2015, the EFIH First Lien Notes Trustee and the EFIH Second Lien Notes Trustee filed a
joint statement indicating that they had agreed with the Debtors to certain negotiated language to be included in the
proposed form of order that would resolve both parties’ objections associated with the EFIH Collateral Trust
Agreement [D.I.3748]. On March 9, 2015, EFH Com. and the EFIH Debtors filed a revised form of order goproving
the EFIH Second Lien Partial Repayment tha included negotiated language resolving all objections to entry of the
order[D.1.3842].

On March 10, 2015, the Bankruptcy Court entered an order approving the EFIH Second Lien Partial
Repayment (the “Partial Repayment Order”) and an amended order approving the EFIH First Lien DIP Facility, revised
to permit the EFIH Second Lien Partial Repayment. The Partial Rgpayment Order authorized EFIH to transfer $750
million of cash to the EFIH Second Lien Notes Trustee and pay the up to $135 million Partial Repayment Consent
Fee. The EFIH Second Lien Partial Repayment closed on March 11, 2015, including payment of the Partial
Repayment Consent Fee, which ultimaely totaled goproximately $13.1 million. After such repayment, as of the date
hereof, the principal amount outstanding on the 11.00% and 11.75% notes are $322 million and $1,388 million,
respectively .

The Partial Repayment Order dictated tha the repayment cash would be goplied as follows: (a) first, to
amounts forthe EFIH Second Lien Notes Trustee’s fees and exp enses accrued under the indenture governing the EFIH
Second Lien Notes, including p rofessional fees and expenses; (b) second, to all claims for interest accrued under the
EFIH Second Lien Notes through the closing date of the EFIH Second Lien Partial Repayment in full; and (c), third,
the remainder to claims for principal under the EFIH Second Lien Notes. The Partial Repayment Order reserves the
Debtors’ rights to seek to recharacterize or reallocate such amounts pursuant to section 506(b) of the Bankmptcy Code
or to assert that such amounts are not pay able and object to such claims. It also reserves the EFIH Second Lien Notes
Trustee’s rights to oppose such recharacterization, reallocation, or objection or to assert claims for additional amounts
due. The provisions of the Partial Repayment Order related to the EFIH Collateral Trust Agreement are discussed in
Section IV.K ofthis Disclosure Statement, entitled “Makewhole Litigation,” which begins on page 2.

M. Disclosure Statement Discovery

In connection with the Disclosure Statement filed on April 14, 2015 eight different parties served discovery
requests on the Debtors and the disinterested directors and managers, including: 349 document requests, five
interrogatories, and 16 deposition notices (including seven Rule 30(b)(6) notices covering 51 separate topics). After
reviewing these discovery and deposition requests, the Debtors determined that the majority of the requests were
irrelevant, overbroad, and otherwise imp roper in the context of a motion seeking app roval of the Disclosure Statement.
Consequently, on May 20, 2015, the Debtors sent a letter to the requesting parties asking that they withdraw or
significantly narrow their discovery requests. On May 27, 2015, the Debtors and the disinterested directors and
managers filed a joint letter seekinga p rotective order with resp ect to such discovery requests [D.1.4606]. In response,
the EFH Committee [D.l. 4666]; American Stodk Transfer & Trust Company, LLC as successor trustee under the
indentures for certain notes issued by EFH Cormp. [D.l. 4664]; Wilmington Savings Fund Society, FSB, as successor
trustee under the TCEH second lien notes [D.l. 4668]; the Ad Hoc Committee of TCEH First Lien Creditors [D.I.
4663]; Computershare Trust Company of Canada, as indenture trustee for the EFIH second lien notes [D.l. 4665]; the

TCEH Unsecured Ad Hoc Group [D.l. 4667]; and the TCEH Committee [D.1. 4660] filed letters in support of their
resp ectivediscovery requests.

The Debtors engaged with each of these constituencies regarding their discovery requests. Ultimately, the
Deébtors, the disinterested directors and managers (where goplicable), and each requesting constituency successfully
| resolved all issues related to thediscovery requests without Bankruptcy Court intervention [D.1.4718].

90
KE 3687241536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 100 of 248

N. OtherOngoing Litigation Items.
1. EFH Call Right Adversary Proce eding.

On Odober 6, 2014, several investment funds holding “Call Rights” related to EFH Unsecured Notes (the
“Call Rioht Holders”) filed an adversary complaint (the “EFH Call Right Complaint”) against Fidelity (Case
No. 14-50797). In the EFH Call Right Complaint, the Call Right Holders allege that, as parties to the Restructuring
Support Agreement, they have a contractual right to purchase EFH Non-Guaranteed Notes from Fidelity a any time
priorto theEffective Dateofaplan ofreorganization (the “Call Right™).

The Call Right Holders further assert that they have exercised the Call Rights and seek relief from the
Bankruptcy Court including (a) an order issued by the Bankruptcy Court directing Fidelity to sell and transfer to the
Call Right Holders all of its EFH Non-Guaranteed Notes, (b) adeclaratory judgment tha the Call Right Holders had
properly exercised the Call Right and are entitled to the EFH Non-Guaranteed Notes, and that Fidelity has no valid
continuing interest in those notes, and (c) injunaive relief enjoining Fidelity from takingany action that would interfere
with the Call Right Holders’ control or ownership of the EFH Non-Guaranteed Notes.

On January 20,2015, the Bankruptcy Court dismissed the EFH Call Right Complaint and concluded that the
Call Right Holders do not have a contractual right to purchase EFH Non-Guaranteed Notes from Fidelity at any time
prior to the Effective Date of a plan of reorganization [Adversary D.I. 57]. On February 3, 2015, the Call Right
Holders filed a notice of ap p eal with the Bankruptcy Court [Adversary D.I. 61].

2. TCEH First Lien Intercreditor Lawsuit.

On March 13,2015, the TCEH First Lien Notes T rustee filed a comp laint against the TCEH First Lien Credit
‘ AgreementAgent n theNe/v York SupremeCourt w&%ﬂ-ﬁlﬂm

Lien Notes Trustee commenced thIS action at the dlrectlon ofthe majorlty ofthe Holders of TCEH First Lien Notes.

‘ The TCEH First Lien Notes Trustee asserts tha the TCEH-Cash Collateral Order improperly allocates first lien
adequate protection payments among Prepetition-holders of TCEH First Lien CreditorsClaims because the pro rata
distribution is not in accordance with the TCEH First Lien Intercreditor Agreement. The Debtors reserved this issue in
the TCEH Cash Collateral Order and continueto escrow disputed amounts, pendinga resolution of the dispute.

3.4. __ Enterprise Valuation.

In the context of respondingto the Legacy Discovery and TCEH First Lien investigation requests, the Debtors
and their p rofessionals have searched, cllected, reviewed, and produced doauments related to the Debtors” historical
valuation and solvency. FheDebtorsbelieve-thathe-Valuation of the Debtors, described in greater detail in Section
VASVLBG, entitled —Valuation—ofthe-Debtors~-Valuation of the Debtors.” which begins on page 1332 and the
supporting materials referenced therein, may be contested by various parties-in-interest as part of the Confirmation
Hearing.

0. Exclusivity.

Under section 1121 of the Bankruptcy Code, a debtor has the exclusive right to file and solicit accep tance of a
plan or plans of reorganizaion for an initial period of 120 days from the date on which the debtor filed for voluntary
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relief (the“Exclusive Filing Period™). If a debtor files aplan duringthe Exclusive Filing Period, then the debtor hasthe
exclusive right for 180 days from the commencement date to solicit acceptances ofthePlan (the “Exclusive Solicitation
Period” and, together with the Exclusive Filing Period, the “Exclusive Periods”). During the Exclusive Periods, no
other party in interest may file a competing p lan of reorganization. Additionally, a court may extend these periods
upon the request of ap arty in interest up to a maximum of 18 months from the commencement of a debtor’s chepter 11
cases.

The Debtors’ mitial Exclusive Filing Period and Exclusive Solicitation Period were set to expire on
August 27,2014, and October 27,2014, respectively. On July 23,2014, the Debtors filed the Motion of Energy Future
Holdings Corp., et al., for Entry of an Order Extending the Débtors’ Exclusive Periods to File a Chapter 11 Plan and
Solicit Acceptances Thereof Pursuant to Section 1121 of the Bankruptcy Code [D.L. 1683] (the “Eirst Exclusivity
Motion”). The Debtors requested a 180-day extension of the Exclusive Filing Period to February 23, 2015 and the
Exclusive Solicitation Period to April 25, 2015.

On August 11,2014, the Debtors filed a certification of counsel stating tha the Debtors had agreed to a bridge
order with various constituents gop roving a one-month extension of the Exclusive Filing Period to September 18, 2014
and the Exclusive Solicitation Period to November 18, 2014 [D.I. 1798]. The Bankruptcy Court entered the bridge
order on August 11, 2014 [D.I. 1802]. The Bankruptcy Court overruled an objection filed by the indenture trustee for
the E]F IH First Lien Notes and entered an order gpproving the First Exclusivity Motion on September 16, 2014 [D.I.
2063].

On January 20, 2015, the Debtors filed the Second Motion of Energy Future Holdings Comp., et al., for Entry
of an Order Extending the Debtors’ Exclusive Periods to File a Chapter 11 Plan and Solicit Acceptances Thereof
Pursuant to Section 1121 of the Bankruptcy Code [D.I. 3338] (the “Second Exclusivity Motion). The Debtors
requested an extension of the exclusive time periods for the Debtors to file the Plan and solicit votes on the Plan to
October 29, 2015 and December 29, 2015, respectively. On February 5, 2015, after discussions with various
constituents, the Debtors filed the Notice of Filing of Amended Proposed Order Extending the Deébiors’ Exclusivity
Periods [D.1. 3445] which reflected consensus with such constituents and which amended the p roposed order to extend
the Exclusive Filing Period to June 23, 2015 and the Exclusive Solicitation Period to August 23, 2015. On February
10, 2015, the Bankruptcy Court overruled an objection filed by the indenture trustee for the TCEH second lien notes

| and granted therelief requested_in the Second Exclusivity Motion, asamended [D.I. 3504].

OnMay 11, 2015, the Debtors filed the Third Motion of Energy Future Holdings Cormp., et al., for Entry of an
Order Extending the Debtors’ Exclusive Periods to File a Chapter 11 Plan and Solicit Acceptances Thereof Pursuant
to Section 1121 of the Bankruptcy Code [D.l. 4441] (the“Third Exclusivity Motion). The Debtors requested an
extension of the Exclusive Filing Period to October 29, 2015 and the Exclusive Solicitation Period to December 29,
2015 (in—each—case—the statutory maximum under Sgection 1121 in each case). In connection with the Third
Exclusivity Motion, the TCEH_Unsecured Ad Hoc Group filed two deposition notices—a request to depose Paul
Keglevic, the Debtors” CFO and co-CRO and a request for a Rule 30(b)(6) witness or witnesses [D.I. 4593 and 4594].
The Court scheduled a telephonic hearing for May 28, 2015 to address the deposition requests. In advance of the
‘ hearing, the Debtors and the TCEH Unsecured Ad Hoc Group filed letters in support of their respective positions [D.I.
4614 and D-1-4615]. The Coutt ultimately denied the TCEH Ad Hoc Group’s discovery requests. On June 1, 2015,
the Bankruptcy Court overruled objections by several parties and entered an order, extending the Exclusive Periods to
the statutory maximum permitted under section 1121 of the Bankruptcy Code[D.1. 4634].

In addition, on July 2, 2015, the Bankruptcy Court entered the TCEH Scheduling Stipulation. Among other
things, the TCEH Scheduling Stipulation provides that if the Exclusive Periods havenot been terminated by December
29,2015 by order of the Bankruptcy Court, the signing creditors will not file, cause to be filed, or support the filing of a
chapter 11 plan of reorganiz ation or disclosure statement with respect to any Debtor until the Bankruptcy Court issues a
final rulingwhether to confirmthePlan.

P. Other Bankruptcy Motions, Applications, and Filings.

To minimize distuption to the Debtors’ operations and in pursuit of consummation of the Restructuring, upon
thecommencement of the Chepter 11 Cases, the Debtors soughttherelief in the motions summarized below.
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1. FERCOT Assumption Motion.

On the Petition Date, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of an
Order Authorizing Cerain of the Debtors to Assume Standard Form Market Participant Agreements with ERCOT
[D.1.40] (the “ERCOT Assumption Motion”). Pursuant to the ERCOT Assumption Motion, certain Debtors sought
authority to assume prepetition Standard Form Market Particip ant Agreements with ERCOT and provide adequate
assurance of future performance in relation thereto. Additionally, in an eundance of caution, the Debtors sought
authority for ERCOT to draw on the $120 million letter of credit in its discretion. On June 4, 2014, the Bankruptcy
Court granted therelief requested in the ERCOT Assumption Motion [D.1. 802].

2. Non-Qualified Benefits Motion.

On June 27,2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of an Order
Authorizing Certain of the Debtors to Continue Honoring Obligations to Retirees and Non-Insider Employees on
Account of Non-Qualified Benefit Programs [D.l.1222]. The Debtors requested gpproval to honor certain obligations
under two non-qualified benefit programs for certain eligible emp loyees: (a) a supp lemental non-contributory, non-
qualified pension plan for those eligible participants whose tax-qualified pension benefits are limited due to IRC
restrictions; and (b) a contributory, non-qualified defined contribution plan that permits eligible participants to defer a
portionoftheirsalary (collectively, the“Non-Qualified Benefits Programs”).

On July 1,2014,the Debtors filed an amended motion requesting the same relief [D.l. 1441]. Before and after
filingthe amended motion, the Debtors engaged in significant disaussions with theU.S. Trustee, the TCEH Committee,
and the TCEH Unsecured Ad Hoc Group regarding the requested relief. Based on these discussions, the Debtors
sought goproval of a revised order reflecting consensus with such parties that, among other things, limits the amounts
of the non-qualified benefits programs that may be paid in a given calendar year in aggregate and to an individual

participant, excludes certain individuals from particpating in the nen-gualified-benefit programsNon-Oualified Benefit
Programs, and requires notification to certain parties prior to making significant payments under the non-qualified

benefit programs. A certain group of legacy retirees (the<Legacy SERP Retiree Group ™) filed a joinder to this motion
[D.1.1787]. On August 12,2014, theBankruptcy Court entered the revised form oforder (the“Non-Qualified Benefits
Order”) ap provingthe amended motion [D.I.1819].

OnMay 11,2015, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry ofa Second
Order Authorizing Certain of the Debtors o Honor Obligations to Certain Retirees on Account of Non-Qualified
Benefit Programs [D.l. 4445]. The Debtors requested goproval to honor obligations to certain additional emp loy ees
under the Non-Qualified Benefits Programs who had previously been excluded from the relief granted in the Non-
Quialified Benefits Order. OnJunel,2015, the Bankruptcy Courtapproved therelief requested [D.I. 4633].

3. Comanche Peak Joint Ve nture Agreements Amendment Motion.

On June 27, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., Authorizing Entry
Into Amendments to the Comanche Peak Joint Venture Agreements [D.l. 1227]. Certain of the Debtors have
maintained a joint venture (the “Comanche Peak Joint Venture”) with Mitsubishi Heavy Industries Ltd. (‘MHI”) and
non-Debtor affiliate Nuclear Energy Future Holdings II LLC (‘NEFH 11”), pursuant to certain agreements (the “CP
Joint Venture Agreements™) for the construction and operation of two new nuclear generation units at the Comanche
Peak nuclear power facility. Thedevelopment ofthe new units isno longer economically feasible and theparties to the
CP Joint Venture Agreements decided to revise such agreement to reflect the suspension of development activities
related to the new units. Accordingly, the Debtors filed thisg motion to request Bankruptcy Court authorizion to enter
into certain amendments to these agreements. The amendments to the jeint-venture agreementsCP Joint Venture
Agreements consist of, among other things, the suspension or termination of certain obligations under the joint venture
agreements, the convey ance of certain assets to NEFH II, the termination of TCEH’s guaranty of certain NEFH II
rights and obligations under the joint venture agreements, and a material release of any and all claims by and between
thepzi\rties to these jeintventure-agreements. On July 17,2014, the Bankruptcy Court granted the relief requested [D.I.
1619].

On October 30, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., €t al., for Entry of an
Order Authorizing Certain Debtors to Enter Into Agreements Regarding MHI's Withdrawal from the Comanche Peak
Joint Venture [D.l. 2664]. T hisge motion requested authorization from the Bankruptcy Court to enter into an agreement
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regarding MHI’s withdrawal from the Comanche Peak Joint Venture. MHI’s withdrawal leaves the Comanche Peak
Joint Venture wholly owned and controlled by a non-Debtor entity that is wholly controlled and owned by the TCEH
Debtors. OnNovember 20, 2014, the Bankruptcy Courtauthorized the Debtors to enter into the agreement [D.1. 2831].

4. 401 (k) Plan Separation Motion.

On June 27, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for an Order
Authorizing the Debtors o Execute the 401 (k) Plan Separation [D.1. 1229]. All ofthe Débtors’ employ ces particip ate
in aqualified. defined contribution 401(k) plan (the “401(k) Plan.”) maintained by the Debtors, Approximately 4,000
current and former Oncor Electric emp loy ees participate in the 401(k) Plan as well. In recent years, the Debtors and
Oncor Electric have worked to separate Oncor_Electric, and its emp loy ees, from the 401(k) Plan and have Oncor
Electric provide for and maintain a 401(k) plan exclusively for Oncor_Electric emp loyees. Accordingly, this motion
requested Bankruptcy Court authorization to transfer the accounts of Onoor Electric emp loy ees who particip ate in the
401(k) Plan to a new 401(k) plan established and maintained by Oncor Electric. On July 17, 2014, the Bankruptoy
Court granted therelief requested [D.1. 1620].

5. Assumption and Rejection of Exe cutory Contracts and Unexpired Le ases.

On July 23,2014, the Debtors filed the Motion of Energy FutureHoldings Corp., et al., for Entry of an Order,
Pursuant to Section 365(d)@) of the Bankruptcy Code, Extending Their Time to Assumeor Reject Unexpired Leases of
Nonresidential Real Property [D.1. 1680]. Through this motion, the Debtors requested a90-day extension to assume or
reject unexpired leases of nonresidential real p rop erty through and including November 25,2014. On August 11, 2014,
the Bankruptcy Court granted the relief requested [D.l. 1803]. On August 26, 2014, the Debtors filed the Motion of
Energy Future Holdings Comp., et. al, for Entry of an Order Authorizing and Approving Expedited Procedures to
Reject or Assume Executory Contracts and Unexpired Leases [D.l. 1930], seeking authority to imp lement exp edited
procedures allowing for the efficient assumption or rejection of executory contracts and unexpired leases. As the
Debtors are party to goproximately 12,000 contracts and leases, the Debtors sought exp edited procedures allowing for
the efficient assumption or rejection of executory contracts and unexpired leases. On September 15, 2014, the
Bankruptcy Court entered an order approving the expedited procedures [D.1. 2015]. Subsequent to the entry of that
order, the Debtors have analyzed over 6,000 executory contracts and assumed or rejected more than 1,800
nonresidential p roperty leases and executory contracts.

6. BarDate Motion and the Claims Objection Process.

On June 30,2014, the Debtors filed their schedules of assets and liabilities and statements of financial affairs

that included, among other things, a detailed summary of the Debtors’ assets and liabilities, contracts, and leases to
| which the Debtors are party, and pending litigation to which the Company-isDebtors are party. On May 2, 2014, the
Bankruptcy Court entered the Interim Order Authorizing the Debtors to (A) Maintain and Administer Customer
Programs and Customer Agreements, (B) Honor Prepetition Obligations Related Thereto, (C) Pay Certain Expenses
on Behalf of Certain Organizations, (D) Fix the Deadline to File Proofs of Claim for Certain Customer Claims, and
(E) Establish Procedures for Notifying Customers of Commencementof the Debtors’ Chapter 11 Cases, Assumption of
the Customer Agreements, and the Bar Date for Customer Claims [D.1. 307], esteblishing October 27, 2014, at 5:00
p.m. (prevailing Eastern Time) as the final date and time for certain customer claimants holding or asserting a claim
against the Debtors arising on or before the Petition Date to file p roofs of claim in the Chapter 11 Cases and gpproving
the form and manner of notice thereof. On August 18, 2014, the Bankruptcy Court entered the Order (A) Setting Bar
Dates For Filing Non-Customer Proofs Of Claim And Requests For Payment Under Section 503(b)(©) of the
Bankruptcy Code, (B) Approving The Form Of And Manner For Filing Non-Customer Proofs Of Claim And Requests
For Payment Under Section 503(b)(9) of the Bankruptcy Code, and (C) Approving Notice Thereof [D.I. 1866],
establishing October 27, 2014, at 5:00 p.m. (prevailing Eastern Time) as the final date and time for all persons and
entities holding or assertinga claim against the Debtors arisingon or before the Petition Date to file p roofs of claim in
the Chapter 11 Cases, except for claims sp ecifically exempt from comp lyingwith the general bar date as set forth in the

order, including claims relating to alleged asbestos exposure (the “Asbestos Claims”), and approving the form and
manner of notice thereof.

Since then, parties have filed over 10,000 proofs of claim, with a claimed value in excess of $350 billion (and
| certain claimants have, and may in the future, seek pemmission from the Bankrptcy Court to file claims after the Bar
Date). Epiq Bankruptey Solutions LLC, the Debtors’ claims agent, maintains the official claims register.

94
| KE 3887242536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 104 of 248

The Debtors have filed eighteenfwenty-three omnibus objections to claims, which objected to 4324851
Proofs of Claim in an aggregate claimed amount of $178,896.897 506.39945 668 21448, which includes unliquidaed
or undetermined claimed amounts. These Proofs of Claim were filed by, among others, vendors, current and former
customers, bondholders, and government agencies. As of July 431, 2015, 3-7114,204 Proofs of Claim have been
expunged in an aggregate claimed amount of $177,075074.489.65.088.812. 77724, Additionally, 2458 Proofs of
Claim in-the-aggregate-amount-0£$623,087.335-28-have been eitherwithdrawn-ox, dlsallowed,_QLLajumd pursuant to
the terms of a stpulatlon between the Debtors and the clalmant(s)- SU . "

On September 9, 2014, the Debtors filed their brief in support of a bar date with respect to both manifested
and unmanifested Asbestos Claims (such bar date, the “Asbestos Bar Date”) [D.I. 1984], and the personal injury law
firms representing certain holders of Asbestos Claims (the “P1 Law Firms”) filed their brief in opposttion to the

| Asbestos Bar Dae [D.I. 1983]. As set forth in the brief, the Debtors and the PI L av Firms agreed to address the form
of notice for Asbestos Claims at a later hearing. The Bankruptcy Court heard oral argument with respect to this issue
on October 28, 2014. On January 7, 2015, the Bankruptcy Court issued an op inion goproving the establishment of an
Asbestos Bar Date, including with resped to unmanifested Asbestos Claims. On March 24, 2015, the Debtors filed
their brief in support of the form and manner of notice for filing proofs of claim for Asbestos Claims. On June 24,
2015, a second group of asbestos personal injury law firms filed a letter with the Bankruptcy Court requesting certain
information relating to the Debtors’ asbestos liabilities [D.I. 4842]. The Debtors filed a response to the letter on June
26,2015 [D.I. 4879]. On June 29,2015, the EFH Committee filed an objection to the Débtors’ proposed Asbestos Bar
| Date [D.l.4883]. -On July 13,2015, the Debtors filed a reply to the EFH Committee’s objection [D.1. 4984]. After
good faith negotiations between the Debtors and the EFH Committee, the parties negotiated a form of order regarding
the Asbestos Bar Date and the form and manner of notice of the Asbestos Bar Date. TheBankmuptoy Cout-gpproved
the+evised-form-ofAn order was entered on July 15, 2015, (and subsequently amended on July 30, 2015), establishing
December 14,2015 as the Asbestos Bar Date and approvmg the related forms of notice [D I 4997]— ggg 51711 In

7. Employee Incentive and Retention Plans.

EFH, through itsdirect or indirect Debtor subsidiaries, emp loys goproximately 5,500 employ ees. As is typical
for any organization of similar size, scope, and complexity, the Debtors developed programs to encourage and reward
exceptional emp loyee p erformance.

The Debtors have historically provided compensation programs to non-insider employ ees that encourage and
reward exceptional performance or provide for classic retention-based incentives (collectively, the “Non-Insider
Compensation Programs”). On May 15, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al.,
for Entry of an Order Authorizing the Debtors b (A) Pay Certain Prepetition Amounts on Acocount of Non-Insider
Compensation Programs and (B) Continue the Non-Insider Compensation Programs in the Ordinary Course of
Business on a Postpetition Basis [D.l. 468] (the“Non-Insider Compensation Motion™), seeking authority to pay non-
insider emp loyees for bonuses earned and accrued p rep etition and to continue the Non-Insider Comp ensation Programs
forthe2014 performance period in the ordinary course of business.

On June 3, 2014, the Bankruptcy Court entered an order goproving limited relief for certain Non-Insider
Compensation Programs [D.1. 761]. Following negotiations with certain parties in interest, including the U.S. T rustee
and advisors to the TCEH Committee, the Debtors sought and received from the Bankruptcy Court an order gpproving
the remaining Non-Insider Comp ensation Programs requested within the Non-Insider Comp ensation Motion on July 1,
2014[D.1.1420].

On August 8, 2014, the Debtors filed the Motion of Energy Future Holdings Corp., ¢ al., for Entry of an
Order Authorizing the Debtors to (A) Pay Certain Prepetition Amounts on Account of the Insider Compensation
Programsand (B) Continue the Insider Compensation Programs in the Ordinary Course of Business on a Postpetition
Basis [D.I. 1792] (the “Insider Compensation Motion”), secking authority to pay compensation awards to 26
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management-level emp loyees for amounts earned and accrued p rep tition in connection with certain insider incentive
compensation programs and to continue such comp ensation programs for the 2014 performance period in the ordinary
course of business. Following the filing of the Insider Compensation Motion, the Debtors engaged certain of their
stakeholders, includingthe TCEH Committee and the U.S. T rustee, to provide such parties in interest with information,
on a confidential basis, concerning the Debtors’ operating p erformance for the 2014 performance period. After a
hearing before the Bankruptcy Court, at which the Debtors presented testimony regarding the performance metrics
underly ing the programs, the Bankruptcy Court goproved the relief requested by the Insider Compensation Motion. On
October 27, 2014, the Bankruptcy Court entered an order goproving the Insider Compensation Motion [D.l.
2595]. Further, on October 28, 2014, the Bankruptcy Court entered an order goproving compensation to an insider
underacertain additional incentive p lan-{the“Luminant Commerciallncentive Plan’) [D.1. 2597].

On November 22,2014, the Debtors filed the Motion of Energy Future Holdings Corp., et al., for Entry of an
Order Approving the 2015 Compensation Programs [D.I. 2852] (the “2015 Compensaion Motion”). The 2015
Compensation Motion requested gpproval to provide substantially similar compensation programs to those approved by
the Bankruptcy Court for 2014. On December 16, 2014, the Debtors filed supplemental declarations which provided
additional detail regarding the Debtors’ 2015 comp ensation programs. On December 17, 2014, the Bankmptcy Court
granted therelief requested in the2015 Compensation Motion [D.l. 3052].

9.8.  FFH Committee Objection to TCEH Tax Claims.

On April 30, 2015, the EFH Committee filed the Objection of the EFH Official Committee to General
Unsecured Tax Clims of Texas Competitive Electric Holdings Company LLC Against Energy Future Holdings
Cormporation [D.I. 4365] (the*“EFH Committee Objection to TCEH Tax Claims”) under seal. On May 26, 2015, the
Debtors filed a motion to maintain portions of the EFH Committee Objection to TCEH Tax Claims under seal [D.I.
4597] (the“TaxClaim SealingMotion”). On May 13, 2015, the Bankruptcy Court, ruling from the bench, stayed
consideration and scheduling of the claim EFH Committee Objection to TCEH Tax Claims until further order. The
Debtors withdrew the Tax Claim Sealing Motion on June 17, 2015 [D.l. 4800], and on June 18, 2015, the EFH
Committeefiled an unsealed version of the EFH Committee Objectionto TCEH TaxClaims [D.l1. 4801].
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V. Summary of the Plan

SECTION V OF THIS DISCLOSURE STATEMENT IS INTENDED ONLY TO PROVIDE A SUMMARY
OF THE KEY TERMS, STRUCTURE, CLASS IFICATION, TREATMENT, AND IMPLEMENTATION OF
THE PLAN, AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE ENTIRE PLAN,
EXHIBITS TO THE PLAN, AND THE PLAN SUPPLEMENT. ALTHOUGH THE STATEMENTS
CONTAINED IN THIS DISCLOSURE STATEMENT INCLUDE SUMMARIES OF THE PROVISIONS
CONTAINED IN THE PLAN AND IN DOCUMENTS REFERRED TO THEREIN, THIS DISCLOSURE
STATEMENT DOES NOT PURPORT TO BE A PRECISE OR COMPLETE STATEMENT OF ALL
RELATED TERMS AND PROVIS IONS, AND SHOULD NOT BE RELIED ON FOR A COMPREHENS IVE
DISCUSSION OF THE PLAN. INSTEAD, REFERENCE IS MADE TO THE PLAN AND ALL SUCH
DOCUMENTS FOR THE FULL AND COMPLETESTATEMENTS OF SUCH TERMS AND PROVIS IONS.
THE PLAN ITSELF (INCLUDING ATTACHMENTS AND THE PLAN SUPPLEMENT) WILL CONTROL
THE TREATMENT OF HOLDERS OF CLAIMS AND INTERESTS UNDER THE PLAN. TO THE
EXTENT THERE ARE ANY INCONSISTENCIES BETWEEN THIS SECTION V AND THE PLAN
(INCLUDING ANY ATTACHMENTS TO THE PLAN) AND THE PLAN SUPPLEMENT, THE LATTER
SHALL GOVERN.

A. Sources of Consideration for Plan Distributions.

The TCEH Debtors shall fund distributions under the Plan, as applicable, with: (1) Cash on hand at the TCEH
Deébtors; (2) the Cash proceeds ofthe New Reorganized TCEH Debt and the Preferred Stock Sale; (3) the Reorganized
TCEH Common Stodk; (4) inthe-M-ergerSeenario-the Rights; and (5) the Reorganized EFH Common Stock. The
Reorganized EFH Debtors and the Reorganized EFIH Debtors shall fund distributions under the Plan, as aplicable,
with: (1) Cash on hand & EFHEFH Corp. and EFH-Cop-EFIH; (2) the Cash proceeds from the New Reorganized
EFIH Debt; (3) in-the Merger Scenario-the Reorganized EFIH Membership Interests; (4) in-theMerger Scenariothe
Cash proceeds of the Equity Investment following the consummation of the Merger; (5) in-the-M-erger Scenario-the
New EFH Common St0d< and (6)the Reorganlzed EFH Common Stock. Eachdistribution-and-issuance referred to-in

Each distribution and issuance referred to in Atticle VI of the Plan and as described herein shall be govemed
by the terms and conditions set forth herein gop licable to such distribution or issuance and by the terms and conditions
of the instruments or other doauments evidencing or relating to such distribution or issuance, which terms and
conditions shall bind each Entity receiving such distribution or issuance. The issuance of certain securities in

connection with thePlan, including the Reorganized TCEH Common Stock and the Reorganized EFH Common Stock,
will beexempt from SEC registration to thefullest extent p ermitted by law.

1. Cash on Handatthe TCEH Debtors.

TCEH shall use Cash on hand at the TCEH Debtorsto fund distributions to certain Holders of Claims against
the TCEH Debtors in accordance with the Plan.

2. NewReorganized TCEH Debt.

Before the Reorganized TCEH Conversion, Reorganized TCEH shall enter into the New Reorganized TCEH
Debt Doauments and incur the New Reorganized TCEH Debt. Confirmation shall constitute gpproval of the New
Reorganized TCEH Debt Documents (including the transactions contemplated thereby, and all actions to be
undertaken, undertakings to be made, and obligations to be incurred by Reorganized TCEH in connection therewith),
and authorizaion for Reorganized TCEH to enter into and execute the New Reorganized TCEH Debt Documents,
subject to such modifications as Reorganized TCEH may deem to be reasonably necessary to consummate the New
Reorganized TCEH Debt Documents.
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Reorganized TCEH will distribute the Cash proceeds of the Reorganized TCEH Debt to TCEH, and TCEH
shall use such proceeds to fund distributionsto certain Holders of Claims against the T CEH Debtors in accordance with
thePlan.

4. Reorganized TCEH Common Stock.

Reorganized TCEH shall be authorized to issue {450,000,000] shares of Reorganized TCEH Common Stock,
subject to dilution only by the Reorganized FCEHDebtor M anagement Incentive Plan. Reorganized TCEH shall issue
all securities, instruments, certificates, and other documents required to be issued for the Reorganized TCEH Common
Stock in respect of Reorganized TCEH or its subsidiaries. All of the shares of Reorganized TCEH Common Stock
issued p ursuant tothe Plan shall be duly authorized, validly issued, fully paid, and non-assessable.

Certain Holders of Reorganized TCEH Common Stodk will beparties to the Reorganized TCEH Registration
Rights Agreement.

LIS_SJD_S.IdlarIeS A | of the sharesof Reorcanlzed TCEI— Sub Preferred Stod< issued oursuant to the Plan shall be
duly authorized, validly issued, fully paid, and non-assessable.

Stock to TC H priorto the Reormnlzed TC EH Convers,_mn,_andeEH
certain Holders of Allowed Claims against the T CEH Debtors in accordance with the Plan.

6. Rights.

In-the Merger Scenario—New EFH shall issue the Rights, as set forth in the Plan and the Rights Offering
Procedures. Confirmation shall constitute Bankruptcy Court goproval of the Rights (including the transactions
contemp lated thereby, and all actions to be undertaken, undertakings to be made, and obligations to be incurred by New
EFH in connectiontherewith).

7. Reorganized EFH Common S'tock.

Reorganized EFH shall be authorized to issue the Reorganized EFH Common Stodk, which—in-the-M-erger
Scenario; shall be converted into a number of shares of New EFH Merger Common Stock in accordance with the
Merger and Purchase Agreement. Reorganized EFH shall issue all securities, instruments, certificates, and other
documents required to be issued with respect to the Reorganized EFH Common Stock in respect of Reorganized EFH

or its subsidiaries. All of the shares of Reorganized EFH Common Stock issued pursuant to the Plan shall be duly
authorized, validly issued, fully paid, and non-assessable.
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8. NewEFH Common Stock.

~New EFH shall be authorized to issue the New EFH Common Stock. New EFH
shall issue all securities, instruments, certificates, and other doauments required to be issued with resped to the New
EFH Common Stock in respect of New EFH or its subsidiaries. All of the shares of New EFH Common Stodk issued
pursuant tothePIan shaII be duly aithorized, valldly issued, fuIIy pald and non- assessable_HumAALm_La:anLe_a,LZ.i%

9. Reorganized EFIH Me mbership Interests.

In-the-MergerScenario-Reorganized EFIH shall be authorized to issue the Reorganized EFIH Membership
Interests.- Reorganized EFIH shall issue all securities, instruments, certificates, and other documents required to be
issued with resp ect tothe Reorganized EFIH Membership Interests.

10. Cash on Hand at EFH S hared Services Debftors.

Any Cash on hand at the EFH Shared Services Debtors as of the Effective Date shall be transferred-to-EFH
Comp—and-usal to fund distributions to certain Holders ofAIIowed Clalms Wm

accordance with the terms ofthe Plan

11. Cash on Hand at EFH Corp. and EFIH.

In-the-M-erger-Seenario-Reorganized EFH and Reorganized EFIH shall use Cash on hand at EFH Corp. and
EFIH to fund distributions to certaln Holders ofAJngqu_Clalms agalnstthe EFH Debtors and the EFIH Debtors-lr-un

12. Cash Proceeds ofthe New Reorganized EFIH De bt.

Reorganized EFIH will enter into the New Reorganized EFIH Debt Documents, as gpp licable, and inaur the
New Reorganized EFIH Debt, as set forth in the Plan. Confirmation shall constitute goproval of the New Reorganized
EFIH Debt Documents (including the transactions contemplated thereby, and all actions to be undertaken, undertakings
to be made, and obligations to be incurred by Reorganized EFIH in connection therewith), and authorization for
Reorganized EFIH to enter into and execute the New Reorganized EFIH Debt Documents, subject to such
modifications as Reorganized EFIH may deem to be reasonably necessary to consummate the New Reorganized EFIH
Debt Documents.

Reorganized EFH and Reorganized EFIH will use any Cash proceeds of the New Reorganized EFIH Debt to
fund distributions to certain Holders of Claims and Interests of the EFH Debtors and EFIH Debtors in accordance with
thePlan.

13. Cash Proceeds ofthe Equity Investment.

EFH Debtors and the EFIH Debtors shall use the Cash proceeds of the Equity

In-the Merger ScenariotheThe
Investment to fund distributions to certain Holders of Claims against the EFH Debtors and the EFIH Debtors in
accordance with thePlan.

B. Restructuring Transactions.

1. Restructuring Transactions.

On the Effective Dde, the Debtors or the Reorganized Debtors, as goplicable, will effectuate the Restructuring
Transactions, and will take any actions as may be necessary or advisable to effect a corporate restructuring of their
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respective businesses or a corporate restructuring of the overall corporate structure of the Debtors, to the extent
provided therein. The actionsto implement the Restructuring T ransactions may include: (a) the execution and delivery
of gpropriate agreements or other documents of merger, amalgamation, consolidation, restructuring, conversion,
disposition, transfer, arrangement, continuance, dissolution, sale, purchase, or liquidation containing terms that are
consistent with the terms of the Plan and that satisfy the requirements of goplicable law and any other terms to which
the applicable Entities may agree; (b) the execution and delivery of gpropriate instruments of transfer, assignment,
assumption, or delegation of any asset, property, right, liability, debt, or obligation on terms consistent with the terms of
the Plan and having other terms for which the goplicable parties agree; (c) the filing of appropriate certificates or
articles of incomporation, formation, reincomoration, merger, consolidaion, conversion, amalgamation, arrangement,
continuance, dissolution, or other organizational documents pursuant to goplicable state law; and (d) all other actions
that the gpplicable Entities determine to be necessary or advisable, including making filings or recordings that may be
required by law in connectionwiththePlan.

The Confirmation Order shall and shall be deemed to, pursuant to both section 1123 and section 363 of the
Bankruptcy Code, authorize, among other things, all actions as may be necessary or gopropriate to effect any
transaction described in, goproved by, contemplated by, or necessary to effectuae thePlan, including the Restructuring
Transactions.

2. Tax-EreeSpin-Off.

The TCEH Debtors will undertake the Tax-Free-Sp in-Off, as follows:— (&) on or prior to the Effective Date,
TCEH will form Reorganized TCEH; (b) on the Effective Date, except for liabilities assumed by Reorganized TCEH
pursuant to the Plan, all other Claims against the TCEH Debtors will be canceled, and each Holder of an Allowed
Claim against a TCEH Debtor will have the right to receive its recovery in accordance with the terms of the Plan, and
TCEH shall assume the obligations of its subsidiaries that are TCEH Debtors to make distributions pursuant to, and in
accordance with, the Plan that are to be made after the Effective Date; (c) immediately following such cancelation,
pursuant to the Separation Agreement, TCEH and the EFH Debtors will make the Contribution to Reorganized TCEH,
in exchange for which TCEH shall receive {)-100% of the Reorganized TCEH membership interests and {i)-the net
Cash proceeds of the Reorganized TCEH Debt, subject to preserving the Intended Tax-Free Treatment; (d)
immediately following the Contribution, TCEH and Reorganized TCEH shall effectuate the Preferred Stock Sale,
including the distribution of the proceeds thereof to TCEH; (e) immediately following the Preferred Stodk Sale,
Reorganzed TCEH shall undertake the Reorganzed TCEH Conversion; and (f) immediately following the
Reorganized TCEH Conversion, TCEH will makethe Distribution.

3. T CEH Basis Step-Up.

Pursuant to the Preferred Stock Sale, galn WI|| be trlggered in an amount not in excess OfJD_d_lD_O_I’_d_QI’_tQ
achieve, the Basis Step-Up-to-a d

4. Transition Services Agreement.

On the Effective Date, Reorganized TCEH and Reorganized EFH or their respective subsidiaries will enter
into the T ransition Services Agreement.

5. Reorganized EFH Common Stock.

On the Effective Date, after (a) cancelation of the Interests in EFH Comp. and (b) consummation of theTFax
Eree Spin-Off, and conaurrently with the incurrence of the debt under the Reorganized EFIH Debt, Reorganized EFH
will issue the Reorganlzed EFH Common Stod< to Holders of Claims as set forth in the Plan. ﬂmlu_e_o_f_each_sllate

of Reorganized f
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No later than twenty (20) Business Days following the later of the Confirmation Date and the Rights
Registration Effective Date, and prior to the Effective Date, and pursuant to the Rights Offering Procedures, New EFH
shall conduct the Rights Offeringand distribute the Rights to the Rights Offering Particip ants as of the Rights Offering
Record Date, which Rights Offering will (other than with respect to the Rights issued to Holders of Allowed TCEH
First Lien Secured Claims) be fully backstopped by the Backstop Purchasers on the terms and subject to the conditions
set forth in the Backstop Agreement.

78, IPO Conversion Plan and REIT Reorganization.

In-the-Merger-Seenarie—on0n the Effective Dae, EFH Corp. and EFIH will implement and exercise their
rights, if any, as direct or indirect equity holders of Oncor_Electric, and take other actions within their reasonable
control, to cause OncorElectricto imp lement, the IPO Conversion Plan, includingthe REIT Reorganiz ation.

8.9, Draw-Down of Funds in Escrow Pursuant to Equity Commitment Letter and Backstop
Agreement.

| In—the Merger Scenario—on0n the Effective Date, the funds held in escrow pursuant to the Equity
Commitment Letter and the Backstop Agreement (other than the funds held in escrow pursuant to the Equity
Commitment Letter with respect to the purchase by Hunt and certain other Equity Investors of membership interests in
OV2) will be released to New EFH. The funds held in escrow pursuant to the Equity Commitment Letter with resp ect
to thepurchase by Hunt and certain other Equity Investors of membership interests in OV2 will be released to OV2 on
thefirst Business Day followingthe Effective Date.

9.10. _NewReorganized EFIH De bt.

On the Effective Date, after the consummation of theT-ax-Eree Spin-Off, and conaurrently with the issuance
of the Reorganzed EFH Common Stock, Reorganized EFIH will enter into the New Reorganized EFIH Debt
Documents, as goplicable, and incaur the debt under the New Reorganized EFIH Debt, the amount of which,—a-the
Merger-Scenario; may be reduced if, and to the extent that, the Rights issued to Holders of Allowed TCEH First Lien
Secured Claims are exercised.

1011. Tax Matters Agreement.

On the Effective Date, Reorganized EFH(EFH Corp., asgeplicable)-Reorganized TCEH and certain-oftheir
affiliatesEF IH shall enter into the Tax M aters Agreement, which agreement shall govem the rights and obligations of
each party thereto with respect to certain tax matters, including covenants intended to protect the Intended Tax Free
Treatment of the Tax-Free-Spin-Off and indemnity provisions if either party takes any action that causes the Tax-Free
Spin-Offto fail to qualify forthe Intended Tax-Eree T reatment.

11.12. Buy-Out of Onowr Electric Minority Equity/Contribution of Onor Electric Minority
Interest.

1n-the Meerger Secenario—en0n or before the Effective Date, New EFH may seek to acquire all or a portion of
the Oncor Electric minority interest efheld by Texas Transmission Investment LLC and/or Oncor Management
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Investment LLC either (a) pursuant to the drag-along rights set forth in the Investor Rights Agreement or (b) in a
privately negotiated transaction with T exas T ransmission Investment LLC and/or Oncor M anagement Investment LLC.
If, on the Effective Date, New EFH has acquired all or a portion of the minority interest of Texas Transmission
Investment LLC and/or Oncor Management Investment LLC, New EFH shall contribute such acquired minority
interest to Reorganized EFIH on the terms and subject to the conditions of the Merger and Purchase Agreement. _For
the avoidance of doubt, implementation and/or consummation of the Minority Buy -Out shall not be a condition to
Confirmation or Consummation.

12.13. Merger.

Inthe Merger Scenario—on0On the Effective Date, after (2) Reorganized EFIH has entered into the New
Reorganized EFIH Debt Documents, as gop licable, and incurred the debt-undertheNew Reorganized EFIH Debt, (b)
the comp letion of the Rights Offeringand the draw-down on the Equity Commitment Letter, (c) the comp letion ofthe
IPO Conversion Plan, and-(d) the issuance of the Reorganized EFH Common Stock

, Reorganized EFH will merge with and into New EFH, with New EFH
beingthe surviving corporation resulting from 'me M erger, on the terms and subject to the conditions of the M erger and
Purchase Agreement and pursuant to the Plan and the gpplicable provisions of Chapter 10 of the Texas Business
Organizations Code and the General Comporae Law of the State of {Delaware}., Pursuant to the Merger, all shares of
Reorganized EFH Common Stock shall be converted into a number of shares of New EFH Merger Common Stock in
accordance with the Merger and Purchase Agreement, and all shares of Reorganized EFH Common Stock, when so
converted, shallno longer be outstandingand shall automatically be canceled and shall cease to exist

13.14. Dissolution and Liquidation of Certain Subsidiaries of EFH Corp.

EFCH, TCEH, TCEH Finance_EEIH Finance, and such other Debtor entities (other than the TCEH Debtors
being transferred in the Tax-Free-Spin-Off) as designated by the Debtors, the Plan Sponsors, and—in-the-Merger
Scenario; the TCEH Supporting First Lien Creditors, will be dissolved and liquidated in accordance with the Plan and
applicable law. In-theMergerScenario-EFH Corp.’s direct and indirect Interests in each of its subsidiaries (other than
EFIH and Onoor_Electric) will be either (a) canceled or abandoned pursuant to the Plan or (b) acquired by New EFH
pursuant to the Merger with such acquired subsidiaries having been discharged and released, to the fullest extent
p ermitted under applicable law, pursuantto the P lan.

1415, Issuance of Reorganized EFIH Me mbership Interests.

In-the Merger Scenario—on0n the first Business Day following the Effective Date, OV2 will contribute to
Reorganized EFIH $[e] in exchange for issuance by Reorganized EFIH of [#]%3.3% of the Reorganized EFIH
Membership Interests. The amount contributed by OV2 to Reorganized EFIH will be used to repay any amounts
outstandingunderthe Reorganized EFIH Interim Financing Facility .

15.16. [Implementation ofthe TCEH Settlement.

The TCEH Settlement Claim is in consideration for the terms and conditions embodied in the Plan and the
Settlement Agreement, as gop licable, including settlement of any prepetition Claim or Cause of Action of the TCEH
Debtors agpinst the EFH Debtors, the EFIH Debtors, Oncor_Electric, the Holders of Interests in EFH Corp.,, or their

Affiliates. pursuant to Bankruptcy Rule 9019, te-be-goproved as-part-of-Confirmation-ofthe-RPlan—Inby the Merger
ScenariotheBankruptcy Court. The T CEH Settlement Claim will be deemed satisfied up on Consummation.
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C. Administrative Claims, Priority Tax Claims, DIP Claims, and Statutory Fees.

In accordance with section 1123(a)(1) of the Bankruptcy Code, Administrative Claims, DIP Claims, and
Priority TaxClaims havenot been classified and, thus, areexcluded from the Classes of Claims and Interests.

Asdescribed below, the projected recovery under the Plan for holders of General Administrative Claims and
Priority TaxClaims is 100%.

Additionally, the Debtors estimate that the DIP Claims on the Effective Dae will include approximately
| $E—1$1437 billion on account of the TCEH DIP Facility and goproximately $f—1$54 billion on account of the

EFIH First Lien DIP Facility. Asdescribed below, theprojected recovery under the Plan for Holders of DIP Claims is
100%.

1. Administrative Claims.

The Plan provides that Administrative Claims are Claims for costs and expenses of administration of the
Debtors’ estates pursuant to sections 503(b), 507 (b) or 1114(e)(2) of the Bankruptcy Code, other than DIP Claims,
including:

e theactual and necessary costs and expenses incurred after the Petition Date through the Effective Date of
preservingthe Estates and operatingthe businesses of the Debtors;

e Allowed Professional Fee Claims, meaning Claims for the compensation of and reimbursement of
expenses incurred by Entities (a) retained pursuant to a Bankruptcy Court order in accordance with
sections 327, 363, or 1103 of the Bankruptcy Code and to be compensated for services rendered prior to
or on the Confirmation Date, pursuant to sections 327, 328, 329, 330, 331, and 363 of the Bankruptcy
Code; or (b) avarded compensation and reimbursement by the Bankruptcy Court pursuant to section
503(b)(4) of the Bankruptcy Code;

e all fees and charges assessed against the Estates under chgpter 123 of title 28 of the United States Code,
28U.S.C.881911-1930;and

e those Administrative Claims authorized pursuantto the Cash Management Order.

Except as specified in Atticle 1l of the Plan, unless the Holder of an Allowed General Administrative Claim
and the Debtors or the Reorganized Debtors, as gplicable, agree to less favorable treatment, each Holder of an
Allowed General Administrative Claim will receive, in full satisfaction of its General Administrative Claim, Cash
equal to the amount of such Allowed General Administrative Claim either: (a) on the Effective Dde; (b) if the General
Administrative Claim is not Allowed as of the Effective Date, 60 days after the date on which an order allowing such
General Administrative Claim becomes a Final Order, or as soon thereafter as reasonably practicable; or (c) if the
Allowed General Administrative Claim is based on a liability incurred by the Debtors in the ordinary oourse of their
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business after the Petition Date, pursuant to the terms and conditions of the particular transaction or agreement giving
rise to such Allowed General Administrative Claim, without any further action by the Holders of such Allowed General
Administrative Claim, and withoutany further noticeto oraction, order, or ap proval of the Bankruptcy Court.

Except for Claims of Professionals, requests for payment of General Administrative Claims must be Filed and
served on the Debtors or the Reorganized Debtors, as goplicable, no later than the Administrative Claims Bar Date
applicable to the Debtor against whom the General Administrative Claim is asserted pursuant to the procedures
specified in the Confirmation Order and the notice of the Effective Date. Holders of General Administrative Claims
that are required to File and serve a request for payment of such General Administrative Claims by the Administrative
Claims Bar Dae that do not File and serve such a request by the Administrative Claims Bar Date shall be forever
barred, estopped, and enjoined from asserting such General Administrative Claims against the Debtors, the
Reorganized Debtors, or their respective property and such General Administrative Claims shall be deemed forever
discharged and released as of the Effective Date. Any requests for payment of General Administrative Claims that are
not properly Filed and served by the Administrative Claims Bar Date shall not gopear on the Claims Register and shall
be disallowed automatically without the need for further action by the Debtors or the Reorganized Debtors or further
orderofthe Bankruptcy Court.

2. Professional Compensation.
@) Final Fee Applications.

All final requests for payment of Professional Fee Claims, including the Professional Fee Claims inaurred
during the period from the Petition Date through the Confirmation Dae, must be Filed and served on the Reorganized
Debtors no later than 45 days after the Confirmation Dae. All such final requests will be subject to goproval by the
Bankruptcy Court after notice and ahearing in accordancewith the procedures established by the Bankruptcy Code and
prior orders of the Bankruptcy Court in the Chapter 11 Cases, including the Interim Compensation Order, and once
approved by the Bankruptcy Court, promptly paid from the Professional Fee Escrow Account up to its full Allowed
amount. If the Professional Fee Escrow Acoount is insufficient to fund the full Allowed amounts of Professional Fee
Claims, remaining: unpaid Allowed Professional Fee Claims will be allocated among; and paid directly by the
Reorganized Debtors; in themanner prescribed by Article 11.A.2(d) of the Plan.

(b) Professional Fee Escrow Account.

On the Effective Date, the Reorganized Debtors shall establish and fund the Professional Fee Escrow Account
with Cash equal to the Professional Fee Reserve Amount, the funding of which shall be allocated amongthe Debtors in
the manner prescribed by Atticle 11.A.2(d) of the Plan. The Professional Fee Escrow Account shall be maintained in
trust solely for the Professionals. Such funds shall not be considered property of the Estates of the Debtors or the
Reorganized Debtors. The amount of Professional Fee Claims owingto the Professionals shall bepaid in Cash to such
Professionals by the Reorganized Debtors from the Professional Fee Escrow Account when such Professional Fee
Claims are Allowed by aFinal Order. When all such Allowed amounts owingto Professionals have been paid in full,
any remaining amount in the Professional Fee Escrow Account shall promptly be paid to the Reorganized Debtors in
the manner prescribed by the allocation set forth in Article 11.A.2(d) of the Plan, without any further action or order of
the Bankruptcy Court.

(© Professional Fee Reserve Amount.

Professionals shall estimate their unp aid Professional Fee Claims and other unpaid fees and exp enses incurred
in rendering services to the Debtors before and as of the Confirmation Date and shall deliver such estimate to the
Debtors no later than five day s before the Effective Dae, provided, however, that such estimate shall not be deemed to
limit the amount of the fees and exp enses that are the subject of the Professional’s final request for payment of Filed
Professional Fee Claims. If a Professional does not provide an estimate, the Debtors or Reorganized Debtors may
estimate the unpaid and unbilled fees and expenses of such Professional. The total amount estimated pursuant to this
section shall comprise the Professional Fee Reserve Amount. The Professional Fee Reserve Amount, as well as the
retum of any excess funds in the Professional Fee Escrow Account after all Allowed Professional Fee Claims have
been paid in full, shall be allocated as among the Debtors in the manner prescribed by Article I1.A.2(d) ofthePlan.
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(d) Allocation of Professional Fee Claims.

Allowed Direct Professional Fee Claims shall be allocated to, and paid by, the goplicable Debtor for whose
direct benefit such Professional Fees Claims were incurred. Allowed Collective Professional Fee Claims shall be
allocated to, and paid by, each Debtor in the same proportion that the amount of Allowed Direct Professional Fee
Claims incurred by such Professional for such Debtor bears to the total amount of Allowed Direct Professional Fee
Claims incurred by such Professional for all ofthe Debtors.

e) Post-Confirmation Date Fees and Expenses.

Except as otherwise specifically provided in the Plan, from and after the Confirmation Date, the Debtors or
Reorganized Debtors shall, in the ordinary course of business and without any further notice or gop lication to or action,
order, orepproval of the Bankruptcy Court, pay in Cash the reasonable legal, p rofessional, or other fees and exp enses
related to imp lementation of the Plan and Consummation inaurred by-such-DebtorsorReorganized Debtors-on or after

the Confirmation Date_by (i) the Debtors or Reorganized Debtors, in the manner prescribed by the allocation set forth
in Article I1.A.2(d) of the Plan, (ii) the TCEH Committee, and (iii) the EFH/EF IH Commiftee. Upon the Confirmation

Date, any requirement that Professionals comp ly with sections 327 through 331, 363, and 1103 of the Bankruptcy Code
in seeking retention or compensation for services rendered after such date shall terminate, and the Debtors or
Reorganized Debtors may employ and pay any Professional in the ordinary course of business without any further
noticeto oraction, order, or ap proval of the Bankruptcy Court.

3. DIP Claims.
(@) TCEH DIP Claims.

The TCEH DIP Claims shall be Allowed in the full amount due and owing under the TCEH DIP Credit
Agreement, including all principal, accrued and accruing postpetition interest, costs, fees, and expenses. On the
Effective Date, except to the extent that a Holder of an Allowed TCEH DIP Claim agrees to a less favorable treatment,
in full and final satisfaction, settlement, release, and discharge of, each Allowed TCEH DIP Claim, each such Holder
shall receive pay mentin fullin Cash on the Effective Date; provided that:

(i) in respect of any TCEH DIP L/C that is outstanding on the Effective Date, at the option of
Reorganized TCEH, (i) such TCEH DIP L/C shall have been canceled (as evidenced by retum
of the original TCEH DIP L/C to the goplicable TCEH DIP L/C Issuer for cancelation or, if
no original was issued, written confirmation from the beneficiary of the TCEH DIP L/C to the
TCEH DIP L/C Issuer, viaswift or in the form of arelease letter, that such outstanding T CEH
DIP LIC is no longer in effect), (ii) such TCEH DIP L/C shall have been wllateralized in
Cash in an amount equal to 101% of the undrawn face amount of such TCEH DIP L/C,
pursuant to documentation in form and substance satisfactory to the goplicable TCEH DIP
L/C lIssuer, (iii) a back-to-back letter of credit in an amount equal to 101% of the undrawn
face amount of such TCEH DIP L/C shall have been provided to the applicable TCEH DIP
L/C Issuer on terms and from a financial institution accep table to such TCEH DIP L/C Issuer,
or (iv) such other treatment shall have been provided with respect to such TCEH DIP L/C as
Reorganized TCEH and theap plicable TCEH DIP L/C Issuer shall agree;

(i) in respect of any TCEH DIP Secured Hedge Obligation that is outstanding on the Effective
Date, at the option of Reorganized TCEH, (i) such TCEH DIP Secured Hedge Obligation
shall be secured by a first priority Lien on the TCEH DIP Collateral on terms and conditions
as Reorganized TCEH and the gplicable TCEH DIP Secured Hedge Bank shall agree, (ii)
such TCEH DIP Secured Hedge Obligation shall be repaid in full in Cash on the Effective
Date, or (iii) such other treatment shall have been provided with respect to such TCEH DIP
Secured Hedge Obligation as Reorganized TCEH and the goplicable TCEH DIP Secured
Hedge Bank shall agree;

(i) in respect of any TCEH DIP Secured Cash Management Obligation that is outstandingon the
Effective Date, at the option of Reorganized TCEH, (i) such TCEH DIP Secured Cash
M anagement Obligation shall be secured by a first priority Lien on the TCEH DIP Collateral
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on terms and conditions as Reorganized TCEH and the applicable TCEH DIP Secured Cash
Management Bank shall agree, (ii) such TCEH DIP Secured Cash Management Obligation
shall be repaid in full in Cash on the Effective Date, or (iii) such other treatment shall have
been provided with respect to such TCEH DIP Secured Cash Management Obligation as
Reorganized TCEH and the gplicable TCEH DIP Secured Cash Management Bank shall
agree; and

(iv)  the TCEH DIP Contingent Obligations (including any and all expense reimbursement
obligations of the TCEH Debtors that are contingent as of the Effective Date) shall survive the
Effective Date on an unsecured basis, shall be paid by the goplicable Reorganized Debtors as
and when due under the TCEH DIP Credit Agreement, and shall not be discharged or released
pursuantto thePlan orthe Confirmation Order.

Contemporaneously with all amounts owing in respect of principal included in the TCEH DIP Claims (other
than the TCEH DIP Secured Hedge Obligations, the TCEH DIP Secured Cash Management Obligations, and the
TCEH DIP Contingent Obligations), interest accrued thereon to the date of payment, and fees, expenses, and non-
contingent indemnification obligations then due and payable as required by the TCEH DIP Facility and arising before
the Effective Date beingpaid in full in Cash (or, in the case of any outstanding TCEH DIP L/C, receiving treatment in
accordance with Atticle 11.B.1.(a) of the Plan): (a) the commitments under the TCEH DIP Facility shall automatically
terminate; (b) except with respect to the TCEH DIP Contingent Obligations, the TCEH DIP Facility shall be deemed
canceled; (c) all mortgages, deeds of trust, Liens, pledges, and other security interests against any property of the
Estaes arising out of or related to the TCEH DIP Facility shall automatically terminate and be released, and all TCEH
DIP Collateral subject to such mortgages, deeds of trust, Liens, pledges, and other security interests shall be
automatically released, in each case without further action by the TCEH DIP Lenders; and (d) all guarantees of the
Debtors and Reorganized Debtors arising out of or related to the TCEH DIP Claims shall be automatically discharged
and released, in each case without further action by the TCEH DIP Lenders orany other Entity.

(b) EFIH FirstLien DIP Claims.

The EFIH First Lien DIP Claims shall be Allowed in the full amount due and owing under the EFIH First
Lien DIP Credit Agreement, including all principal, accrued and accruing postpetition interest, costs, fees, and
expenses. On the Effective Date, except to the extent that aHolder of an Allowed EFIH First Lien DIP Claim agrees to
a less favorable treatment, in full and final satisfaction, settlement, release, and discharge of, each Allowed EFIH First
Lien DIP Claim, each such Holder shall receive pay mentin fullin Cash on the Effective Date; provided that:

(i) in respect of any EFIH DIP Secured Hedge Obligation that is outstanding on the Effective
Date, at the option of Reorganized EFIH, (i) such EFIH DIP Secured Hedge Obligation shall
be secured by a first priority Lien on the EFIH First Lien DIP Collateral on terms and
conditions as Reorganized EFIH and the goplicable EFIH DIP Secured Hedge Bank shall
agree, (ii) such EFIH DIP Secured Hedge Obligation shall be repaid in full in Cash on the
Effective Date, or (iii) such other treatment shall have been provided with respect to such
EFIH DIP Secured Hedge Obligation as Reorganized EFIH and the gpplicable EFIH DIP
Secured Hedge Bank shall agree;

(i) in respect of any EFIH DIP Secured Cash Management Obligation that is outstanding on the
Effective Date, at the option of Reorganized EFIH, (i) such EFIH DIP Secured Cash
Management Obligation shall be secured by a first priority Lien on the EFIH First Lien DIP
Collateral on terms and conditions as the Debtors and the applicable EFIH DIP Secured Cash
Management Bank shall agree, (ii) such EFIH DIP Secured Cash Management Obligation
shall be repaid in full in Cash on the Effective Date, or (iii) such other treatment shall have
been provided with respect to such EFIH DIP Secured Cash Management Obligation as
Reorganized EFIH and the applicable EFIH DIP Secured Cash M anagement Bank shall agree;
and

(iii) the EFIH First Lien DIP Contingent Obligations (including any and all expense
reimbursement obligations of the EFIH Debtors that are contingent as of the Effective Date)
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shall survive the Effective Date on an unsecured basis, shall be paid by the applicable
Reorganized Debtors as and when due under the EFIH First Lien DIP Credit Agreement, and
shall not bedischarged or released pursuantto thePlan orthe Confirmation Order.

4. Priority Tax Claims.

Except to the extent that aHolder of an Allowed Priority Tax Claim agrees to a less favorable treatment, in
full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed Priority Tax Claim,
each Holder of such Allowed Priority Tax Claim shall be treated in accordance with the terms set forth in
section 1129(a)(9)(C) of the Bankruptcy Code.

D. Classification of Claims and Interests.

Claims and Interests, except for Administrative Claims, DIP Claims, and Priority Tax Claims, are classified in
the Classes set forth in Article 111 of the Plan. A Claim or Interest is classified in a particular Class only to the extent
that the Claim or Interest qualifies within the description of that Class and is classified in other Classes to the extent
that any portion of the Claim or Interest qualifies within thedescription of such other Classes. A Claim or Interest also
is classified in aparticular Class for the purpose of receiving distributions pursuant to the Plan only to the extent that
such Claim or Interest is an Allowed Claim or Allowed Interest in that Class and has not been paid, released, or
otherwise satisfied before the Effective Date. The Debtors reserve the right to assert that the treatment provided to
Holders of Claims and Interests pursuant to Atticle I11.B of the Plan renders such Holders Unimpaired—ncluding-asa

S h g’ maty 1 het Ja\ 1S 1on I h N 2y ~enarin a0
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1. Class Identification forthe EFH Debftors.

The Plan constitutes a separate chagpter 11 plan of reorganizaion for each EFH Debtor, each of which shall
include the classifications set forth below. Subject to Article 111.D of the Plan, to the extent that a Class contains

Claims or Interests only with respect to one or more particular EFH Debtors, such Class gplies solely to such EFH
Debtor.

The following chart represents the classification of Claims and Interests for each EFH Debtor pursuant to the

Plan.
Class Claims and Interests Status Voting Rights
Class Al gggir)rSSewred Claims Against the EFH Unimpaired Not Entitled to Vote (Deemed to Accept)
Class A2 gtel;etz(r)rz’riority Claims Against the EFH Unimpaired Not Entitled to Vote (Deemed to Accept)
Class A3 tl_heegzlizc;éHGg;gf:)lrSUnsemred Claims Against Unimpaired Not Entitled to Vote (Deemed to Accept)
Class A4 EFH Legacy Note Claims 1Unimpaired Not Entitled to Vote_(Deemed to Accept)
Class A5 EFH Unexchanged Note Claims {Unimpaired Not Entitled to Vote_(Deemed to Accept)
Class A6 EFHLBO Note Primary Claims 1Unimpaired Not Entitled to VVote_(Deemed to Accept)
Class A7 EFH Swap Claims 1Unimpaired Not Entitled to Vote_(Deemed to Accept)
Class A8 | EFH Non-Qualified Benefit Claims 1Unimpaired Not Entitled to Vote_(Deemed o Accept)
Class A9 gznr;ral Unsecured Claims Against EFH 1Unimpaired Not Entitled to Vote_(Deemed to Accept)
Class A10 gite(;ar]s g?;?;eﬁmcégmzﬁrfm the EFH 1Unimpaired Not Entitled to Vote_(Deemed fo Accept)
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Class Claims and Interests Status Voting Rights

,illa,’:i Tex-La Guaranty Claims Unimpaired Not Entitled to Vote (Deemed to Accept)
Class ] Unimpaired/ Not Entitled to Vote (Deemed to Accept or
A1 EFH Debtor Intercompany Claims Impeired Reject)

gllafg Non-EFH Debtor Intercompany Claims Impaired Not Entitled to Vote (Deemed to Reject)
Class Interests in EFH Debtors Other Than EFH Unimpaired/ Not Entitled to Vote (Deemed to Accept or
Al54 Corp. Impaired Reject)

2'16655 Interests in EFH Corp. Impaired Not Entitled to Vote (Deemed to Reject)

2. Class Identification forthe EFIH De btors.

The Plan constitutes a separate chapter 11 plan of reorganization for each EFIH Debtor, each of which shall
include the classifications set forth below. Subject to Article 111.D of the Plan, to the extent that a Class contains
Claims or Interests only with respect to one or more particular EFIH Debtors, such Class applies solely such EFIH

Debtor.
The following chart represents the classification of Claims and Interests for each EFIH Debtor pursuant to the
Plan.
Class Claims and Interests Status Voting Rights
Class B1 gteftl)(tegrSSeaJred Claims Against the EFIH Unimpaired Not Entitled to Vote (Deemed to Accept)
Class B2 SEE%SP”‘)"W Claims Against the EFIH Unimpaired Not Entitled to Vote (Deemed to Accept)
Class B3 EFIH First Lien Note Claims Unimpaired Not Entitled to Vote (Deemed to Accept)
Class B4 EFIH Second Lien Note Claims {Unimpaired | Not Entitled to Vote_(Deemed fo Accept)
Class B5 EFHLBO Note Guaranty Claims {Unimpaired | Not Entitled to Vote_(Deemed to Accept)
Class B6 gzgarls Unsecured Claims Against the EFIH \Unimpaired | Not Entitled to Vote_(D A )
Class B7 EFIH Debtor Intercompany Claims Unlmpa'lred—/ No_t Entitled to Vote (Deemed to Accept or
Impaired Reject)
Class B8 Non-EFIH Debtor Intercompany Claims Impaired Not Entitled to Vote (Deemed to Reject)
Class B9 Interests in EFIH Impaired Entitled to Vote
- - ; . Not Entitled to Vote (Deemed to
Ynat]mpaired -
Class B10 | Interests in EFIH Finance Imp AcceptReject)

3.

Class Identification forthe TCEH Debfors.

The Plan constitutes a separate chgpter 11 plan of reorganization for each TCEH Debtor, each of which shall
include the classifications set forth below. Subject to Article 111.D of the Plan, to the extent that a Class contains
Claims or Interests only with respect to one or moreparticular TCEH Debtors, such Class gplies solely to such TCEH

Debtor.

The following chart represents the classification of Claims and Interests for each TCEH Debtor pursuant to

thePlan.
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Class Claims and Interests Status Voting Rights
Class C1 gggir)gewred Claims Against the TCEH Unimpaired Not Entitled to Vote (Deemed to Accept)
Class C2 gggetzgrsPnonty Claims Against the TCEH Unimpaired Not Entitled to Vote (Deemed to Accept)
Class C3 TCEHFirst Lien Secured Claims Impaired Entitled to Vote
Class C4 TCEH Unsecured Debt Claims Impaired Entitled to Vote
General Unsecured Claims Against the TCEH . -
Class C5 Debtors Other T han EECH Impaired Entitled to Vote
Class C6 General Unsecured Claims Against EFCH Impaired Not Entitled to Vote (Deemed to Reject)

Unimpaired/ | Not Entitled to Vote (Deemed to Accept or

Class C7 T CEH Debtor Intercompany Claims Impaired Reject)

Class C8 Non-T CEH Debtor Intercompany Claims Impaired Not Entitled to Vote (Deemed to Reject)
Class C9 Interests in TCEH Debtors Other Than TCEH | Unimpaired_/ | Not Entitled to Vote (Deemed to Accept_or
&S and EFCH Impaired | Rejedt)
Class C10 | Interests in TCEHand EFCH Impaired Not Entitled to Vote (Deemed to Reject)
E. Treatment of Classified Claims and Interests.

Distributions under the Plan will be made only to Holders of Allowed Claims or Allowed Interests. As more

fully described in Atticles VI and VII of the Plan, Holders of Disputed Claims or Disputed Interests will receive no
distributions unless and until their Claims or Interests become Allowed.

Pursuant to the terms of the Plan, except for Claims or Interests tha are (1) expressly exempted from the
discharge provisions of the Bankruptcy Code or (2) specifically identified as being Reinstated, all Claims or Interests
that aroseprior to Confirmation will bedischarged.

To the extent a Class contains Allowed Claims or Allowed Interests with respect to any Debtor, the
classification of Allowed Claims and Allowed Interests is specified below. Each Debtor, in its caacity as a Plan
proponent, is deemed to haveaccep ted thePlan.

1. Class Al - OtherSecured Claims Against the EFH Debftors.

Class Al consists of Other Secured Claims Against the EFH Debtorswhidh-consist-of-any-Secured-Claim

Except to the extent that a Holder of an Allowed Claim in Class Al agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A1, each such Holder shall receive, at the option of the goplicable EFH Debtor(s), in-consultation-with
the consent of the Plan Sponsors_(such consent not to be unreasonably withheld), either: (a) payment in full in Cash;

(b) delivery of collateral securing any such Claim and payment of any interest required under section 506 () of the
Bankruptcy Code; () Reinstatement of such Claim; or (d) other treatment renderingsuch Claim Unimpaired.

Class Al is Unimpaired under the Plan. Holders of Claims in Class Al are conclusively deemed to have
accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

2. Class A2 - Other Priority Claims Against the EFH De btors.
Class A2 consists of Other Priority Claims against the EFH Debtors, which consist of any Claim against the

EFH Debtors, other than an Administrative Claim, a DIP Claim, or a Priority Tax Claim, entitled to priority in right of
pay mentunder section 507(a) of the Bankruptcy Code.
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Except to the extent that a Holder of an Allowed Claim in Class A2 agrees to a less favorable treatment of its

Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed

‘ Claim in Class A2, each such Holder shall receive, at the option of the goplicable EFH Debtor(s), in-consultation-with

the consent ofthe Plan Sponsors_(such consent not to be unreasonably withheld), either: (a) payment in full in Cash; or
(b) other treatment renderingsuch Claim Unimpaired.

Class A2 is Unimpaired under the Plan. Holders of Claims in Class A2 are conclusively deemed to have

accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

3. Class A3 - Legacy General Unsecured Claims Against the EFH De btors.

Class A3 monsists of Legacy General Unsecured Claims Against the EFH Debtors, which consist of any Claim
against the EFH Debtors derived from or based upon liabilities based on asbestos or qualified post-employment
benefits relating to discontinued operationsofthe EFH Debtors.

Except to the extent that a Holder of an Allowed Claim in Class A3 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
‘ Claim in Class A3, each such Holder shall receive, at the option of the gpp licable EFH Debtor(s) in-consultation-with

the consent ofthe Plan Sponser—H-any.Sponsors (such consent not to be unreasonably withheld), either: (a) payment in
full'in Cash; (b) Reinstatement of such Claim; or (c) other treatment renderingsuch Claim Unimpaired.

Class A3 is Unimpaired under the Plan. Holders of Claims in Class A3 are conclusively deemed to have
accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

4. Class A4-EFH Legacy Note Claims

Class A4 consists of EFH Legacy Note Claims, which consist of any Claim derived from or based upon the
EFH Legacy Notes, mm:ludlng any Clalms derived from or based upon EFH Legacy Notes held by EFIH. ]jj_e_EEI:l

Except to the extent that a Holder of an Allowed Claim in Class A4 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A4, each such Holder shall receive, up to the Allowed amount of its Claim, euher—(a)-m-th&M-engep
Seenario-payment in full in Cash or_with the conse

entitled to voteto accept or reject the P Ian

5. Class A5 - EFH Unexchanged Note Claims

Class A5 monsists of EFH Unexchanged Note Claims, which consist of any Claim derived fromor based upon
the EFH Unexchanged Notes. The EFH Unexchanged Note Claims will be Allowed in an amount equal to the sum of:
!!l the prnC|paI amount outstandlng, plus accrued but unpald prepetltlon mterest under the EFH Unexshangeé

Except to the extent that a Holder of an Allowed Claim in Class A5 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
| Claim in Class A5, each such Holder shall receive, up to the Allowed amount of its Claim, either:—(a)-in-the M-erger
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Scenano—pwment in fuII in Cash or other treatment renderrng such Clarm Unrmparred—or—(b)—rn—the&a;dalone

entltled to voteto accept or reject the P Ian

6. Class A6 - EFH LBO Note Primary Claims

Class A6 consists of EFH LBO NotePrrmary Clarms whrch consist of any Claim agalnst EFH Corp derlved
from or based upon the EFH LBO Notes. [

Except to the extent that a Holder of an Allowed Claim in Class A6 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A6, each such Holder shall receive payment

—up-to-the Allowed amount of its Claim—either: (a)-in-the
Merger-Scenariopayment in full in Cash orother treatment rendenng such Claim Unimpaired; e~(b)provided. that in
Class A6 receive more than

entitled to voteto accept or reject the P Ian

7. Class A7 - EFH S wap Claims

Class A7 consists of EFH Swep Claims, which consist of any Claim against EFH Corp. derived from or based
uponthe EFH Swaps.

Except to the extent that a Holder of an Allowed Claim in Class A7 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A7, each such Holder shall receive, up to the Allowed amount of its Claim, either—(a)-in-the M-erger
Seenano—payment in fuII in Cash or other treatment renderlng such Clalm Unlmpalred—or—(b)—rn—theStendeIone

2

entltled to voteto accept or reject the 3 Ian

8. Class A8 - EFH Non-Qualified Benefit Claims

Class A8 aonsists of EFH Non-Qualified Benefit Claims, which consist of any Claim against the EFH Debtors
derived from or based upon either: (a) a non-contributory, non-qualified pension plan tha p rovides retirement benefits
to particip ants whose tax-qualified pension benefits are limited due to restrictions under the IRC and/or deferrals to
other benefit programs; and/or (b) a contributory, non-qualified defined contribution plan that permits particip ants to
voluntarily defera p ortion of their base salary and/or annual incentive p lan bonuses.

Except to the extent that a Holder of an Allowed Claim in Class A8 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A8, each such Holder shall receive, up to the Allowed amount of its Claim, either—(a)-in-the M-erger
Scenane—payment in fuII in Cash or other treatment renderlng such Clalm Unrmparred—or—(b)—rn—the—Stendanne
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Class A8 is tLJ_nJmp aired under thePIan Fherefore-Holders of Auew%LCIalms in Class A8 are m

entitled to voteto accept or reject the P Ian

9. Class A9 - General Unsecured Claims Against EFH Corp.

Class A9 consists of General Unsecured Claims Against EFH Corp., which consist of any Unsecured Claim
against EFH Com. that is not otherwise paid in full pursuant to an order of the Bankruptcy Court;_i
Series N Note Claims but excluding: (a)-_Legacy General Unsecured Claims Against the EFH Debtors; (b) EFH
Legacy Note Claims; (c) EFH Unexchanged Note Claims; (d) EFH LBO Note Primary Claims; (¢) EFH Swap Claims;
() EFH Non-Qualified Benefit Claims; (g) —the TCEH Settlement Claim; (h) Tex-Law Guaranty Claims;
(i) Administrative Claims against EFH Comp.; (j) Priority Tax Claims against EFH Com.; (k) Intercompany Claims
against EFH Corp.; (1) Other Priority Claims against EFH Corp.; and (m) DIP Claims.

Except to the extent that a Holder of an Allowed Claim in Class A9 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A9, each such Holder shall receive, up to the Allowed amount of its Claim, either—(a)-in-the M-erger
Ssenar-le—payment in fuII in Cash or other treatment renderlng such Clalm Unlmpalred—ep(b)—m—the&a:tdalene

10. Class A10 - General Unsecured Claims Against the EFH De btors Other Than EFH Corp.

Class A10 consists of General Unsecured Claims Against the EFH Debtors Other Than EFH Corp., which
consist of any Unsecured Claim against one or more of the EFH Debtors (other than EFH Corp.) that is not otherwise
pad in full pursuant to an order of the Bankruptcy Court, excluding: (a) Legacy General Unsecured Claims Against
the EFH Debtors; (b) EFH Non-Qualified Benefit Claims; (c) Administrative Claims against the EFH Debtors other
than EFH Corp.; (d) Priority Tax Claims against the EFH Debtors other than EFH Com.; (e) Intercompany Claims
against the EFH Debtors other than EFH Com.; (f) Other Priority Claims against the EFH Debtors other than EFH
Corp.;and (g) DIP Claims.

Exceptto the extent that aHolder of an Allowed Claim in Class A10 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class A10, each such Holder shall receive, up to the Allowed amount of its Claim, either—(a)-in-the-Merger
Scenario—payment in full in Cash or other treatment rendering such Claim Unimpaired—o+{b)-inthe Standalone

7 T2

Class AlO is lLLn_lmpalred under the Plan. Ihe%Holders of AllowedClaims in Class AlO are

l:Lon_ets_aLe_n_o_LentltIed tovoteto aocept or reJect the P Ian
11. Class Al1 - TCEHS ettlement Claim Tex-La Guaranty Claims,

Class A1l wonsists of the FCEH-SettlementT ex-L.a Guaranty Claim, which consists of theany Claim-e£FCEH
agalnst EFH Commmwmmw@mem
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Except to the extent that theg Holder of an Allowed Claim in Class A11 agrees to a less favorable treatment of
its AIIowed Clalm in fuII and flnal setlsfactlon settlement, release and dlscharge of-and-n-%hengefet—theA-uewed

GIaim-in—Gla.e&A-l—g each such HoIder shaII r|ve treatment
up to the Allowed amount of its Claim, on account of such Claims under Class C1 as Allowed Other Secured Claims
Against the TCEH Debtors.

Class A121 is Unimpaired under thePlan. Holders of Claims in Class A12] are conclusively deemed to have
accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

1312. Class AI32- EFH Debtor Intercompany Claims.

Class A132 oonsists of EFH Debtor Intercompany Claims, which oonsist of any Claim by an EFH Debtor
against another EFH Debtor. -EFH Debtor Intercompany Claims shall be, at the option of the EFH Debtors, in

consultation-with the consent of the Plan Sponsors,_(such consent not to be unreasonably withheld), either;_(a)

Reinstated; or(b) canceled and released withoutany distribution onaccountofsuch Claims.
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Holders of Interests in Class Al4 are conclusively deemed to have accepted or rejected the Plan pursuant to
section 1126(f) or section 1126(g) of the Bankruptcy Code, respectively. Therefore, such Holders are not entitled to
voteto acceptorreject thePlan.

15. Class A15 - Interests in the- EFFH Debtors OtherThan EFH Corp.

Class A15 con5|sts of Interests in th%EEkLDebte#setheHhanEE&LC@rp—MeresL&mmEEhLDemeﬂwr

—shall receive no recovery, as Interests in EFH Cormp. shall be

canceled and released without any distribution on account of such Interests.

Class A15 is Imp aired under the Plan. Holders of Claims]nterests in Class A165 are conclusively deemed to
have rejected thePlan pursuant to section 1126(g) of the Bankruptcy Code. Therefore, such Holders are not entitled to
voteto acceptorreject thePlan.

1716. Class BI - OtherSecured Claims Against the EFIH De btors.

Class B1 consists of Other Secured Claims Against the EFIH Debtors, which consist of any Secured Claim
against any of the EFIH Debtors, excluding: (a) -EFIH First Lien Note Claims, if any; (b) EFIH Second Lien Note
Claims; or (c) DIP Claims.

Except to the extent that a Holder of an Allowed Claim in Class B1 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class B1, each such Holder shall receive, at the option of the goplicable EFIH Debtor(s)—m—egnsulmen)wnh
the consent of the Plan Sponsors;_(such consent not to be unreasonably withheld), either: (a) payment in full in Cash;
(b) delivery of collateral securing any such Claim and payment of any interest required under section 506(b) of the
Bankruptcy Code; () Reinstatement of such Claim; or (d) other treatment renderingsuch Claim Unimpaired.

Holders of Claims in Class B1 are conclusively deemed to have accepted the Plan pursuant to section 1126(f)
oftheBankruptcy Code. T herefore, such Holders are not entitled to voteto accept or reject the Plan.

1817. Class B2 - Other Priority Claims Against the EFIH De btors.
Class B2 consists of Other Priority Claims against the EFIH Debtors, which consist of any Claim-against-the

EEIH Debtors, other than an Administrative Claim, a DIP Claim, or a Priority Tax Claim, entitled to priority in right of
pay mentunder section 507(a) of the Bankruptcy Code.
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Except to the extent that a Holder of an Allowed Claim in Class B2 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class B2, each such Holder shall receive, at the option of the gpplicable EF IH Debtor(s)-i-consuitation) with
the consent of the Plan Sponsors;_(such consent not to be unreasonably withheld), either: (a) payment in full in Cash;
or (b) other treatment renderingsuch Claim Unimpaired.

Holders of Claims in Class B2 are conclusively deemed to have accepted the Plan pursuant to section 1126(f)
oftheBankruptcy Code. T herefore, such Holders are not entitled to vote to accept or reject the Plan.

1918, Class B3 - EFIH First Lien Note Claims.

Class B3 onsists of EFIH First Lien Note Claims, if any, which consist of any Secured Claim derived fromor
based upon the EFIH First Lien Notes that was not paid in full in advance of the Effective Date pursuant to a
Bankruptcy Court order. AsClass B3 Claims, the EFIH First Lien Note Claims are disallowed in their entirety, unless
such Claims are otherwise Allowed in any amountby Final Order.

Only if such Claims are Allowed in any amount by Final Order, except to the extent that a Holder of an
Allowed Claim in Class B3 agrees to a less favorable treatment of its Allowed Claim, in full and final satisfaction,
settlement, release, and discharge of and in exchange for each Allowed Claim in Class B3, if any, each-such Holder
shall receive; up to the amount of its Allowed Claim, either payment in full in Cash or other treatment rendering such
Claim Unimpaired.

Holders of Claims in Class B3 are conclusively deemed to have
accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

2019. Class B4 -EFIH S econd Lien Note Claims.

Class B4 consists of EFIH Second Lien Note Clalms which 00n5|st of any Secured Clalm derived from or
based upon the EF IH Second Lien Notes. a 3 a

Except to the extent that a Holder of an Allowed Claim in Class B4 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class B4, each such Holder shall receive, up to the Allowed Aamount of its Claim-either—(a)-in-the-Merger
Seenane payment in fuII in Cash or other treatment renderlng such Clalm Unlmpalred—ep(b)—m—the&a%dabne
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Class B4 is lun_rmp aired under thePIan Fherefore-Holders ofAlIew%LCIalms in Class B4 arem

entltled to voteto accept or reJect the P Ian

2120. _Class B5-EFH LBO Note Guaranty Claims.

Class B5 Consists of EFH LBO Note Guaranty Claims, which consist of any Claim against EFIH derived
from or based upon the EFH LBO Notes. WMMMM

Except to the extent that a Holder of an Allowed Claim in Class B5 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class B5, each such Holder shall receive, up to the Allowed amount of its Claim, either—(a)-in-the Merger
Seenane—payment in fuII in Cash or other treatment renderlng such Clalm Unlmpalred er—(b)—rn—the&mdalgne

R49:rt-sr prowded that in no event shaII a Holder of an AIIowed Clalm in Class B5 receive more than a smgle
satisfaction of such Allowed Claim, includingany recovery received on accountofan Allowed Claim in Class A6.

Class BS is 1Unimp alred under thePIan Fherefore-Holders ofAuewed-Clalms in Class BS arem

geemed 10 Na
entitled to voteto accept or reject thePIan

2221. Class B6 - General Unsecured Claims Against the EFIH De btors.

Class B6 consists of General Unsecured Claims Against the EFIH Debtors, which consist of any Unsecured

Claim against one or moreof the EFIH Debtors that is not otherwise paid in full pursuant to an order of the Bankruptcy
Court, including the EFIH Unsecured Note Claims and any Unsecured Claims derived from or based upon the EFIH
First Lien Notes or EFIH Second Lien Notes, but excluding: () EFH LBO Note Guaranty Claims; (b) Administrative
Claims against the EFIH Debtors; (c) Priority Tax Claims against the EFIH Debtors; (d) Intercompany Claims against
the EFIH Debtors (e) Other Prlonty Clalms agalnst the EFIH Debtors and (f) DIP Claims. The EFIH Unseaured Note
( Lc al amount ou standing, plus accrued bu

n_interest at the Feder

Except to the extent that a Holder of an Allowed Claim in Class B6 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class B6, each such Holder shall receive, up to the Allowed amount of its Claim—either—{a)-inthe Merger
Scenario; payment in full in Cash or other treatment rendering such Claim Unimp aired;—e+{p)-in-the-Standalone
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agamst—anether—EElH—Deeter—EF IH Debtor Intercompany Clalms shaII be at the optlon of the EFIH Debtors-m
consultation, with the consent of the Plan Sponsors;_(such consent not t0 pe unreasonably withheld) either;_(a)
Reinstated; or(b) canceled and released withoutany distribution on accountof such Claims.

Holders of Claims in Class B7 are conclusively deemed to have accepted or rejected the Plan pursuant to
section 1126(f) or section 1126(g) of the Bankruptcy Code, respectively. Therefore, such Holders are not entitled to
voteto accept orreject the Plan.

2524. Class B8 - Non-EFIH Debtor Intercompany Claims

Class B8 wnsists of Non-EFIH Debtor Intercompany Claims, which consist of any Claim by EFH Com. or

any direct or indirect subsidiary of EFH Com. (otherthan an EFIH Debtor) against an EFIH Debtor. Non-EFIH Debtor
Intercompany Claims shall be canceled and released without any distribution onaccount of such Claims.

Class B8 is Impaired under the Plan. Holders of Claims in Class B8 are conclusively deemed to have rejected

the Plan, pursuant to section 1126(g) of the Bankruptcy Code. Therefore; such Holders are not entitled to vote to
acceptorreject thePlan.

2625, Class B9-Interestsin EFIH,

Class B9 consists of Interests in EFIH.

Exceptto the extent that aHolder of an Allowed Interest in Class B9 agrees to a less favorable treatment of its
Allowed Interest, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Interest in Class B9, each-such Holder shall receive—up A 3
Scenario; its Pro Rata share of 100% of the Reorganlzed EFIH Membershp Interests subject to dilution by the
Reorganized EFIH Membership Interests issued to OV2 in connection with the Equity Investment;—or{b)in-the
| ! i !
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Class B9 is Impaired under the Plan. Therefore, Holders of Allowed Interests in Class B9 are entitled to vote
to acceptorreject thePlan.

2726. Class B10-Interestsin EFIH Finance.

Class B10 consists of Interests in EFIH Finance. Interests in EFIH Finance shall be Reinstatedgcanceled and

Class B10 is Unilmpaired under thePlan. Holders of Interests in Class B10 are conclusively deemed to have

rejected the Plan pursuant to section 1126(fg) of the Bankruptcy Code. Therefore, such Holders are not
entitled to votetoaccept orreject thePlan.

2827, Class C1-OtherSecured Claims Againstthe TCEH Debftors.

Class C1 consists of Other Secured Claims Against the TCEH Debtors, which consist of any Secured Claim
against any of the TCEH Debtors, including the Oak Grove Promissory Note Claims and Tex-La Obligations, but
excluding: (a) TCEH First Lien Secured Claims; and (b)) DIP Claims. -Additionally, certain of the TCEH Debtors’
trade vendors may be able to assert liens against the Debtors’ assets that have arisen by operation of certain State and
Federal laws. In certain instances, such liens may be senior in priority to the liens supporting the TCEH First Lien
Secured Claims. Certain claims giving rise to such liens will be paid in connection with the Debtors’ motion to pay
prepetition claims of shippers, warehousemen, and materialmen, but other trade vendors whose prep tition claims are
not paid in full may assert that their claims are supported by such liens.

Except to the extent that a Holder of an Allowed Claim in Class C1 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class C1, each such Holder shall receive, at theoption of the gop licable T CEH Debtor(s), in-consultation-with
the consent of the TCEH Supporting First Lien Creditors,_(such consentnot to be unreasonably withheld), either: (a)
payment in full in Cash; (b) delivery of collateral securing any such Claim and payment of any interest required under
section 506 (b) of the Bankruptcy Code; (c) Reinstatement of such Claim; or (d) other treatment rendering such Claim
Unimpaired.

Class C1 is Unimpaired under the Plan. Holders of nterestsClaims in Class C1 are conclusively deemed to

have accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to
voteto acceptorreject thePlan.

2928. Class C2-Other Priority Claims Against the TCEH Debtors.

Class C2 consists of Other Priority Claims against the TCEH Debtors, which consist of any Claim-againstthe
FCEH Débtors, other than an Administrative Claim, aDIP Claim, or a Priority Tax Claim, entitled to priority in right
of pay mentunder section 507(a) of the Bankruptcy Code.

Except to the extent that a Holder of an Allowed Claim in Class C2 agrees to a less favorable treatment of its
Allowed Claim, in full and final satisfaction, settlement, release, and discharge of and in exchange for each Allowed
Claim in Class C2, each such Holder shaII receive, at the option ofthe appllcable TCEH Debtor(s) with the consent of

Cash; or(b)othertreatment rendermgsuch Claim Unimpaired. '

Class C2 is Unimpaired under the Plan. Holders of Interests in Class C2 are conclusively deemed to have
accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

3029, Class C3-TCEH First Lien Secured Claims.

Class C3 conS|sts of TCEH Flrst Llen Secured Clalms w%m

The TCEH F|rst L|en Secured Claims are Albwed in the aggregate amount of
$L—18[ 1 comprised of the following (i) $L—1$22.863271,257 of TCEH Credit Agreement Claims;
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(i) $L—1$1.815965.278 of TCEH First Lien Note Claims; (iii) $[___] of TCEH First Lien Commodity Hedge
Claims; and (iv) $[___]of TCEH First Lien Interest Rate Swap Claims.

Except to the extent that a Holder of an Allowed Claim in Class C3 agrees to a less favorable treatment of its

Allowed Claim,_(in awritingexecuted by such Holder after the Petition Dae), in full and final satisfaction, settlement,
release, and discharge of and in exchange for each Allowed Claim in Class C3, each such Holder thereof shall receive
its Pro Raa share of: (a) 100% of the Reorganized TCEH Common Stock(following the Basis Step -Ups), subject to
dilution after the Distribution only on account of the Reorganized FCEHDebtor M anagement IncentivePlan; (b) 100%
of the net Cash proceeds from the issuance of the New Reorganized TCEH Debt and the Preferred Stodk Sale after
funding any Cash dlstrlbutlons requwed to be made by the TCEH Debtors under the Plan mcludmgpayment ofthe
ayment-in full of each

AIIowed TCEH DIP Clalm and prOVIdlng for adequate post-Effectlve Date I|qU|d|ty for TCEH as determlned by the
TCEH Debtors i LHtation-w 0

c d ) JOLS (0 |
$700 million in the aoarecate of New EFH Common Stodk oursuant to the Rldtts Cfferlnu and ay NaN EFH
Common Sto such Hokjer ourdtases pursuant to an exrcise of the Rld’ll’s and (d) t eAssmed C5 Rld1t5 the

A A 4 ] ... A .(
constltute adlrectlon to theTCEH Flrst Lien Aaentbvthe Reouwed Secured Partles (as defined inthe TCEH First Lien
Intercreditor Agreement) to enter into and execute such amendment; (ii) upon the Effective Date, the TCEH First Lien
ntercreditor Agreement shall be deemed amended to reflect that Holders of TCEH First Lien Secured Claims shall
haveno existing and future rights WWWMWMMEH

d d a d 1

Class C3 is Impaired underthePlan. Therefore, Holders of Allowed Claims in Class C3 are entitled to vote to
acceptorreject thePlan.
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3130._Class C4-TCEH Unsecured Debt Claims.

Class C4 consists of TCEH Unsecured Debt Claims, which consist of—aolectively: (a) the TCEH First Lien
Deficiency Claims; (b) the TCEH Second Lien Note Claims; and-(c) the TCEH Unsecured Note_Claims, and (d) the
PCRB Claims.

settlements and comp romises ncomorated herein or contemp lated herebv AIIowed in_the amount baween $[8 1]
billion and $[9.5] billion; provided, however, tha the amount of the Allowed TCEH First Lien Deficiency Claims in

Except to the extent that a Holder of an Allowed Claim in Class C4 agrees to a less favorable treatment of its
Allowed Claim, and subiject to Article 1V.B.16 of the Plan, in full and final satisfaction, settlement, release, and
discharge of and in exchange for each Allowed Claim in Class C4, each such Holder shall receive its Pro Raa sShare

ofeither-; (a)-m-theM-erger-Ssenem—@A;-the nghts to purchase $[__]in the aggrecate of NeN EFH Common Stock
and-thepursuant to the Ri e D3

Common Stod< purdqe.sed pursuant to thean exerC|se of the ngrts and (Bg) L]% of the
Reorganized EFH Common Stodk, which shall be converted to apggrommately [_1% of New EFH Common Stock
provided however that Holders of TCEH Eirst

(after accountlng for dllutlon by the Merger an %gqg-@#enng)- :

Class C4 is Impaired under thePlan. Therefore, Holders of Allowed Claims in Class C4 are entitled to vote to
acceptorreject thePlan.

3231. Class C5-General Unsecured Claims Againstthe TCEH Debtors Other Than EFCH.

Class C5 consists of General Unsecured Claims Against the TCEH Debtors Other Than EFCH, which consist
of any Unsecured Claim against one or more of the TCEH Debtors other than EFCH tha is not otherwise paid in full
pursuant to an order of the Bankruptcy Court, including the Legacy General Unsecured Claims Against the TCEH
Débtors-and-the PCRB Claims, but excluding: (a) the TCEH Unsecured Debt Claims; (b) Administrative Claims
against the TCEH Debtors Other Than EFCH; (c) Priority Tax Claims against the TCEH Debtors Other Than EFCH;
(d) Intercompany Claims against the TCEH Debtors Other Than EFCH; (e) Other Priority Claims against the TCEH
Debtors Other Than EFCH; and (f) DIP Claims.

Except to the extent that a Holder of an Allowed Claim in Class C5 agrees to a less favorable treatment of its
Allowed Claim, and subject to Article [V.B.16 of the Plan, in full and final satisfaction, settlement, release, and
discharge of and in exchange for each Allowed Claim in Class C5, each such Holder shall receive its Pro Rata share of:

(a)—m—theM—ergeLSeenane—(A;-the@ R|g1ts to purchase $[_] in the aggregate of New EFH Common Stock and-the
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Stock purchasedsudh Holder purchases pursuant to the exercise of the Rights; and (B)b) of [ 1% of the Reorganized
EFH Common Stock, which shall be converted to goproximately {:]-,é| [% of New EFH Common Stodk (after

accounting for dilution by the Merger and the Rights Offering);*-or(b)—inthe Standalone Scenariothe TCEH
Unsecuwted-s.e-mgmgm-msmbu&l%-provded however thatHelde@ef—Glass—GéQlam&ma;—:esemeany—tec@#ene&en

Class C5 is Impaired underthePIan Therefore, Holders of Allowed Claims in Class C4 are entitled to vote to
accept or reject the Plan_t ] a d Cla
exercise the Cash-Out EIectlon unless such Holder votes {0 armnt the Plan and does not oot out_of the re]easﬁ
providedinthePlan.

3332. Class C6 - General Unsecured Claims Against EFCH.

Class C6 consists of General Unsecured Claims Against EFCH, which oonsist of any Unsecured Claim
against EFCH that is not otherwise paid in full pursuant to an order of the Bankruptcy Court, includingthe EFCH 2037
Note Claims, but excluding: (a) Administrative Claims against EFCH; (b) Priority Tax Claims against EFCH; (c)
Intercomp any Claims against EFCH; (d) Other Priority Claims against EFCH; and (e) DIP Claims. General Unsecured
Claims Against EFCH shall becanceled and released withoutany distribution onaccountof such Claims.

Class C6 is Impaired under thePlan. Holders of Claims in Class C6 are conclusively deemed to have rejected
the Plan pursuant to section 1126(g) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote to accept
orreject thePlan.

3433. Class C7-TCEH Debtor Intercompany Claims.

Class C7 aonsists of TCEH Debtor Intercompany Claims, Whlch oonsist of Q’_i):any Clalm by aTCEH Debtor
against another TCEH Debtor-.and (b) any 2 I ( ase TCEH Débtor
Intercompany Clalms shaII be, at the optlon of the appllcable TCEH Debtor(s), Mh_th_e_mnsml_o_f_th_eﬂEl:l

[ ] ak 1), either: (a) Reinstated; or (b) canceled

Holders of Claims in Class C7 are conclusively deemed to have accepted or rejected the Plan pursuant to
section 1126(f) or section 1126(g) of the Bankruptcy Code, respectively. Therefore, such Holders are not entitled to
voteto acceptorreject thePlan.
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3534. Class C8-Non-TCEH Debtor Intercompany Claims

Class C8 consists of Non-TCEH Debtor Intercompany Claims, which consist of any Claim by EFH Cormp. or
any direct or indirect subsidiary of EFH Cormp. (other than a TCEH Debtor) against a TCEH Debtor, including any
Claim derived from or based upon the TCEH Credit Agreement, the TCEH First Lien Notes, or TCEH Unsecured
Notes held by EFH Comp._ Non-TCEH Deébtor Intercompany Claims shall be canceled and released without any
distributiononaccountofsuch Claims.

Class C8 is Impaired under the Plan.—_ Holders of Claims in Class C8 are conclusively deemed to have
rejected the Plan pursuant to section 1126(g) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to acceptorreject thePlan.

3635. _Class C9-Interestsin TCEH Debtors Other Than TCEH and EFCH.

Class C9 consists of Interests in TCEH Debtors Other Than TCEH and EFCH. Interests in TCEH Debtors

OtherThm TCEH and EFCH shall be%t&@mw Reinstated
: Offcanceled and released without any distribution on

Holders of Interests in Class C9 are conclusively deemed to have

Class-C9-is-Unimpaired-under the Plan—
accepted or rejected the Plan pursuant to section 1126(f) or section 1126(q) of the Bankruptey Code,_respectively.

Therefo re, such Holders are not entitled to voteto accept or reject the Plan.
3736, _Class C10-Interestsin TCEH and EFCH.

Class C10 consists of Interests in TCEH and EFCH. Interests in TCEH and EFCH shall be canceled_and
released withoutany distribution onaccountofsuch Interests.

Class C10 is Impaired under the Plan. Holders of Interests in Class C10 are conclusively deemed to have
rejected the Plan pursuant to section 1126(g) of the Bankruptcy Code. Therefore, such Holders are not entitled to vote
to accept orreject thePlan.

F. OtherS elected Provisions of the Plan.

Holders of Claimsand Interests should read and review the Plan in itsentirety. The inclusion of the below

provisions in this Summary of the Plan should not be understood to imply that these provisions are more or less
material than anyotherprovisioninthePlan.

1. PaymentofCertain Fees.

Without any further notice to or action, order, or goproval of the Bankruptcy Court, the Reorganized Debtors
shall pay on the Effective Date any reasonable and documented unpaid fees and expenses incurred on or before the

Effective Date by professionals (a) pay ale under (1) the TCEH DIP Fasilities;Eacility (which fees and expenses shall
be paid by TCEH or Reorganized TCEH), (2) the Backsiop-Agreement,the EFIH First Lien DIP Facility (which fees
0 he Merger and Purchase Agreement;_(which fees and expenses
shall be paid by Reorganized EFIH), (4) the SettlementBackstop Agreement—and-the Plan Suppord-Agreement as
appHicable; (Which fees and (3gxpenses shall bepaid by Reorganized EFIH), and (5) the Cash Collateral Orders-each-as
applhicable;_(which fees and expenses shall be paid by TCEH or Reorganized TCEH), including any gpplicable
transactlon success or S|m|Iar fees for which the appllcable Debtors have agreed to be obllgated Mm,!
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All amounts distributed and paid pursuant to Article IV.SR of the Plan shall not be subject to disgorgement,
setoff, recoup ment, reduction, or reallocation of any kind.

2. TreatmentofCertain Claims ofthe PBGC and Pension Plan.

Nothing in the Chapter 11 Cases, the Disclosure Statement, the Plan, the Confirmation Order, or any other
document filed in the Chapter 11 Cases shall be construed to discharge, release, limit, or relieve any individual from
any claim by the PBGC or the Pension Plans for breach of any fiduciary duty under ERISA, including prohibited
transactions, with respect to the Pension Plans, subject to any and all applicable rights and defenses of such parties,
which are expressly preserved. The PBGC and the Pension Plans shall not be enjoined or precluded from enforcing
such fiduciary duty or related liability by any of the p rovisions of the Disclosure Statement, Plan, Confirmation Order,
Bankruptcy Code, or other document filed in the Chapter 11 Cases. For the avoidance of doubt, the Reorganized

Debtors shall not be released from any liability or obligation under ERISA, the Internal Revenue Code, and any other
app licable law relating to orarising from thePension Plans.

4.3.  TreatmentofExecutory Contracts and Unexpired Le ases.

(@) Assumption and Rejection of Exe cutory Contracts and Unexpired Le ases.

On the Effective Date, except as otherwise provided herein, all Executory Contracts or Unexpired Leases of
the Debtors, not previously assumed or rejected pursuant to an order of the Bankruptcy Court, will be deemed to be
Assumed Executory Contracts or Unexpired Leases, in accordance with the provisions and requirements of
sections 365 and 1123 of the Bankruptcy Code, other than those Executory Contracts or Unexpired Leases that:
(1) previously were assumed or rejected by the Debtors; (2) are identified on the Rejected Executory Contract and
Unexpired Lease List; (3) are the subject of a motion to reject Executory Contracts or Unexpired Leases that is pending
on the Confirmation Date; or (4) are subject to a motion to reject an Executory Contract or Unexp ired Lease pursuant to
which the requested effective dae of such rejection is after the Effective Date; provided that each of (2), (3) and (4)
must be in form and substance reasonably acceptable (i) with resped to executory contracts and unexpired leases that
will be assumed by Reorganized TCEH or any of its subsidiaries, the TCEH Supporting First Lien Creditors, and (ii)
with respect to executory contracts and unexpired leases that will be assumed by Reorganized EFH or Reorganized
EFIH, the Plan Sponsors. Entry of the Confirmation Order by the Bankruptcy Court shall constitute goproval of such
assignments and/or assumptions and the rejection of the Executory Contracts or Unexpired Leases listed on the
Rejected Executory Contract and Unexpired Lease List pursuant to sections 365(a) and 1123 of the Bankruptcy Code.
Any motions to assume Executory Contracts or Unexpired Leases pending on the Effective Date shall be subject to
approval by the Bankruptcy Court on or after the Effective Dae by a Final Order. Each Executory Contract and
Unexpired Lease assumed pursuant to thisg Article V.A.of the Plan or by any order of the Bankruptcy Court, which
has not been assigned to a third party before the Confirmation Date, shall revest in and be fully enforceable by the
Reorganized Debtors in accordance with its terms, except as such terms are modified by the Plan or any order of the
Bankruptcy Court authorlzmg and prowdng for its assumptlon under appllcable federal law. M
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the Reorganlzed Debtors as appllcable with the reasonable consent 1t of the Plan Sponsors and the TCEH Supporting
First Lien Creditors, reserve the right to alter, amend, modify, or supp lement the schedules of Executory Contracts and
Unexpired Leases with respect to such Debtors and Reorganized Debtors at any time through and including 45 days
after the Effective Date.

(b) Claims Based on Re jection of Executory Contracts or Unexpired Le ases.

Unless otherwise provided by a Final Order of the Bankruptcy Court, all Proofs of Claim with respect to
Claims arising from the rejection of Executory Contracts or Unexpired Leases, pursuant to the Plan or the Confirmation
Order, if any, must be Filed within 30 days after the later of: (1) thedate of entry of an order of the Bankruptcy Court
(including the Confirmation Order) gpproving such rejection; (2) the effective date of such rejection; or (3)the
Effective Date. Any Claims arising from the rejection of an Execautory Contract or Unexpired Lease not Filed
within such time will be automatically disallowed, forever barred from assertion, and shall not be enforeceable
against the Debtors or the Reorganized Debtors, the Estates, or their property without the need for any
objection by the Reorganized Debtors or further notie to, or action, order, or approval of the Bankruptcy
Court or any other Entity, and any Claim arising out of the rejection of the Execautory Contract or Unexpired
Lease shall be deemed fully satisfied, released, and discharged, notwithstanding anything in the Schedules or a
Proof of Claim to the contrary. All Allowed Claims arising from the rejection of the Debtors” Executory Contracts

orUnexpired Leases shall be classified as General Unseaured Claims against the goplicable Debtor, and shall be treated
in accordance with thePlan.

(© Cure of Defaults for Assumed Executory Contracts and Unexpired Le ases.

Any monetary defaults under each Assumed Executory Contract or Unexpired Lease shall be satisfied,
pursuant to section 365(b)(1) of the Bankruptcy Code, by payment of the default amount in Cash on the Effective Date,
subject to the limitation described below, or on such other terms as the parties to such Executory Contracts or
Unexpired Leases may othenwise agree. In the event of a dispute regarding (1) the amount of any payments to cure
such adefault, (2)the ability of the Reorganized Debtors or any assignee to provide “adequate assurance of future
performance” (within the meaning of section 365 of the Bankruptcy Code) under the Executory Contract or Unexpired
Lease to be assumed, or (3) any other matter pertainingto assumption, the cure p ay ments required by section 365()(1)
of the Bankruptcy Code shall be made following the entry of a Final Order resolving the dispute and gpproving the
assumption. At least 14 days before the Confirmation Hearing, the Debtors will provide for notices of proposed
assumption and proposed cure amounts to be sent to gop licable third parties and for procedures for objecting thereto
and resolution of disputes by the Bankruptcy Court.  Any objection by a counterparty to an Executory Contract or
Unexpired Lease to aproposed assumption or related aure amount must be Filed, served, and actually received by the
Debtors at least seven (7) days before the Confirmation Hearing Any countemparty to an Executory Contract or
Unexpired Lease that fails to object timely to the proposed assumption or cure amount will be deemed to have
consented tosuch assumption or p roposed cureamount.

Assumption of any Executory Contract or Unexpired Lease shall result in the full release and satisfaction of
any Claims or defaults, whether monetary or nonmonetary, including defaults of provisions restricting the change in
control or ownership interest composition or other bankruptcy-related defaults, arising under any Assumed Executory
Contract or Unexpired Lease at any time before the effective date of assumption. Any Proofs of Claim Filed with

respect to an Assumed Exeautory Contract or Unexpired Lease shall be deemed disallowed and expunged,
without further notice to oraction, order, orapproval of the Bankruptcy Court.

(d) Preexisting Obligations to the Debtors under Executory Contracts and Unexpired
Leases.

Rejection of any Executory Contract or Unexpired Lease pursuant to the Plan or otherwise shall not constitute
a termination of preexisting obligations owed by the Executory Contract or Unexpired Lease counteparty or

counterparties to the Debtors or the Reorganized Debtors, as applicable, under such Executory Contracts or Unexp ired
L eases.

124
KE 3687241536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 134 of 248

(e) Inde mnification Obligations.

Notwithstandinganything in thePlan to the contrary, each Indemnification Obligation shall be assumed by the
applicable Debtor, effective as of the Effective Date, pursuant to sections 365 and 1123 of the Bankruptcy Code or
otheiwise. Each Indemnification Obligation shall remain in full force and effect, shall not be modified, reduced,
discharged, impaired, or otherwise affected in any way, and shall survive Unimpaired and unaffected, irrespective of
when such obligation arose. The TCEH Debtors and Reorganized TCEH shall assume the Indemnification Obligations
for the current and former directors, officers, managers, emp loyees, and other professionals of the TCEH Debtors, in
their cap acities as such, and the EFH Debtors and Reorganized EFH shall assume the Indemnification Obligations for
the current and former directors, officers, managers, emp loyees, and other professionals of the EFH Debtors or EFIH
Debtors, in their cap acities as such; provided that the TCEH Debtors and Reorganized TCEH shall not assume, and
shall not have any liability foror any obligations in respect of, any Indemnification Obligations for the current and
former directors, officers, managers, emp loy ees, and other p rofessionals of the EFH Debtors or EFIH Debtors, in their
capacities as such, and the EFH Debtors, Reorganized EFH, EFIH Debtors, and Reorganized EFIH shall not assume,
and shall not have any liability for, or any obligations in respect of, any Indemnification Obligations for the current and
forr;?er directors, officers, managers, emp loyees, and other professionals of the TCEH Debtors, in their capacities as
such.

Notwithstanding the foregoing, nothing shall impair the ability of Reorganized EFH, Reorganized EFIH, or
Reorganized TCEH, as goplicable, to modify indemnification obligations (whether in the bylaws, certificates, or
incomporate or formation, limited liability company agreements, other organizational or formational doauments, board
resolutions, indemnification agreements, emp loyment contracts, or otherwise) arisingafter the Effective Date.

® Insurance Policies.

Each ofthe Debtors’ insurance policies and any agreements, documents, or instruments relating thereto, are
treated as Executory Contracts under the Plan. Unless otherwise provided in the Plan, on the Effective Date, the
Deébtors shall be deemed to have assumed all insurance policies and any agreements, documents, and instruments
relating to coverage ofall insured Claims.

@) Modifications, Amendments, Supplements, Re statements, or Other Agre ements.

Unless otherwise provided in the Plan, each Executory Contract or Unexpired Lease that is assumed shall
include all modifications, amendments, supplements, restatements, or other agreements that in any manner affect such
Executory Contract or Unexpired Lease, and all Executory Contracts and Unexpired Leases related thereto, if any,
including all easements, licenses, p ermits, rights, privileges, immunities, options, rights of first refusal, and any other
interests, unless any of the foregoing agreements have been previously rejected or repudiated or is rejected or
rep udiated under thePlan.

Modifications, amendments, supplements, and restatements to prep etition Executory Contracts and Unexp ired
Leases that have been executed by the Debtors during the Chapter 11 Cases shall not be deemed to alter the prep etition
nature of the Executory Contract or Unexpired Lease, or the validity, priority, or amount of any Claims that may arise
in connection therewith.

(h) Reservation of Rights.

Neither the exclusion nor inclusion of any Executory Contract or Unexpired Lease on the Rejected Executory
Contract and Unexpired Lease List or the Assumed Executory Contract and Unexpired Lease List, nor anything
contained in the Plan, shall constitute an admission by the Debtors that any such contract or lease is in fact an
Executory Contract or Unexpired Lease or that any of the Reorganized Debtors has any liability thereunder. If there is
adispute regarding whether a contract or lease is or was executory or unexpired at the time of assumption or rejection,
the Debtors or the Reorganized Debtors, as goplicable, shall have 30 days following entry of a Final Order resolving
such disp uteto alter its treatment of such contract or lease.
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@) Nonoccurre nce of Effe ctive Date.

In the event that the Effective Date does not occur with respect to a Debtor, the Bankruptcy Court shall retain
jurisdiction with respect to any request to extend thedeadline for assumingor rejecting Unexp ired Leases, with resp ect
to such Debtor, pursuantto section 365(d)(4) of the Bankruptcy Code, unless such deadline(s) haveexpired.

() Contracts and Le ases Entered Into Afterthe Petition Date.

Contracts and leases entered into after the Petition Date by any Debtor, including any Assumed Executory
Contracts or Unexp ired Leases, will be performed by the goplicable Debtor or the gop licable Reorganized Debtor liable
thereunder in the ordinary oourse of their business. Accordingly, any such contracts and leases (including any
Assumed Executory Contracts or Unexp ired Leases) tha have not been rejected as of the date of the Confirmation Date
shall surviveand remain unaffected by entry of the Confirmation Order.

5.4. __ Special Provision Governing Unimpaired Claims.

Except as otherwise provided in the Plan, nothing under the Plan shall affect the Debtors’ rights in respect of
any Unimpaired Claims, including all rights in respect of legal and equitable defenses to or setoffs or recoupments
against any such Unimpaired Claims.

6.5, Controversy Concerning Impairment.

If acontroversy arises as to whether any Claims or Interests, or any Class of Claims or Interests, are Impaired,
the Bankruptcy Court shall, after noticeand a hearing, determine such controversy on or beforethe Confirmation Date.

7.6. Elimination of Vacant Classes.

Any Class of Claims or Interests that, as of the commencement of the Confirmation Hearing, does not have at
least one Holder of a Claim or Interest that is Allowed in an amount greater than zero for voting purposes pursuant to
the Disclosure Statement Order shall be considered vacant, deemed eliminaed from the Plan for purposes of voting to
accept or reject the Plan, and disregarded for purposes of determining whether the Plan satisfies section 1129(a)(8) of
the Bankruptcy Codewith respect to that Class.

8.7.____Subordinated Claimsand Interests.

The allowance, classification, and treatment of all Allowed Claims and Allowed Interests and the respective
distributions and treatments under the Plan take into account and conform -to the relative priority and rights of the
Claims and Interests in each Class in connection with any contractual, legal, and equitable subordination rights relating
thereto, whether arising under general princip les of equitable subordination, section 510(b) of the Bankruptcy Code, or
othewise. Pursuant to section 510 of the Bankruptcy Code, the Debtors or Reorganized Debtors reserve the right to
re-- cIaSS|fy ay Allowed Clalm in acoordmce with any oontractual Iegal or equntable subordlnatlon relatlngthereto

9.8, Directors and Officers of the Reorganized Debftors.

As of the Effective Date, the term of the current members of the board of directors of the goplicable
Debtors shall expire, and the initial boards of directors, including the New Boards, and the officers of each of the
Reorganized Debtors shall be appointed in accordance with the respective New Organizational Documents.
Pursuant to section 1129(a)(5) of the Bankruptcy Code, the Debtors will disclose in the Plan Supp lement the identity
and affiliations of any person proposed to serve on the initial board of directors or be an officer of each of the
Reorganized Debtors. To the extent any such director or officer of the Reorganized Debtors is an “insider” under
the Bankruptcy Code, the Debtors also will disclose the nature of any compensation to be paid to such director or
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officer. Each such director and officer shall serve from and after the Effective Date pursuant to the terms of the

New Organizational Documents, the New Emp loy ee Agreements/Arrangements, the Employment Agreements, and

other constituent documents of the Reorganized Debtors.

conductad by or under the suner\/ls_lpn of the boar of directors of New EFH, initially comprised of thirteen (13)
directors consisting of: (a) two (2) directors appointed by Hunt, one of whom shall be the chief executive officer of
New EFH and emp lov ed by HUS: (b) one (1) dlrectorannomted by the required number of |nvestors dew

109, Intercompany AccountSettlement.

The Debtors (acting at the direction of the Disinterested Directors and Managers with respect to Conflict
Matters—as-etessnbed-belew) and the Reorgamzed Debtors as mplrmlew
a X i 1), shall be
entltled to transfer funds between and among 'memselves as they determine to be necessary or adV|sabIe to enable the
Reorganized Debtors to satisfy their obligations under the Plan; provided, however, tha (1) the TCEH Debtors shall not
transfer funds to a Debtor that is not a TCEH Debtor, and (2) the EFH Debtors and EFIH Debtors shall not transfer
funds to a Debtor that is not an EFH Debtor or an EFIH Debtor, respectively, except as otherwise provided elsewhere
in thePlan. Except as set forth herein, any changes in intercomp any account balances resulting from such transfers will
be accounted for and settled in accordance with the Reorganized Debtors’ historical intercomp any account settlement
practices and shall not violatetheterms of the Plan.

1211.__Cancelation of Existing Securities and Agreements.

Except as otherwise provided in the Plan, on and after the Effective Date, all notes, instruments, certificates,
agreements, indentures, mortgages, security documents, and other documents evidencing Claims or Interests, including
Other Secured Claims, TCEH First Lien Claims, EFIH First Lien Note Claims, EFIH Second Lien Note Claims, EFCH
2037 Note Claims, TCEH Second Lien Note Claims, TCEH Unsecured Note Claims, PCRB Claims, EFIH Unsecured
Note Claims, EFH Legacy Note Claims, EFH LBO Note Primary Claims, EFH LBO Note Guaranty Claims, EFH
Unexchanged Note Claims, EFH Swap Claims, EEH Series N Note Claims, and DIP Claims, shall be deemed canceled,
surrendered, and discharged without any need for further action or approval of the Bankruptcy Court or a Holder to
take further action with resped to any note(s) or security and the obligations of the Debtors or Reorganized Debtors, as
applicable, thereunder or in any way related thereto shall be deemed satisfied in full and discharged, and the Indenture
Trustees, the TCEH First Lien Agent, and the DIP Agents shall be released from all duties thereunder; provided,
however, that notwithstanding Confirmation or Consummation, any such indentureor agreement tha governs the rights
of the Holder of a Claim shall continue in effect solely for pumposes of: (1) allowing Holders to receive distributions
under the Plan; and-(2) allowing the Indenture T rustees, the TCEH First Lien Agent, and the DIP Agents to make the
distributions in accordance with the Plan (if any), as goplicable; (3) preserving any rights of the DIP Agents-or, the
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TCEH First Lien Agent, or the Indenture Trustees to payment of fees, expenses, and indemnification obligations as
against any money or property distributéble to the Holders under the relevant indenture,_the TCEH Credit Agreement,

or DIP Agreement, includingany rights to priority of payment and/or to
exercise charging liens; (4) allowingthe Indenture Trustees and DIP Agents to enforce any obligations owed to each of
them under the Plan; and (5) allowingthe Indenture T rustees, TCEH First Lien Agent, and DIP Agentsto gopear in the
Chepter 11 Cases or any proceeding in which they are or may become a party; provided, further, however, that the
preceding proviso shall not affect the discharge of Claims or Interests pursuant to the Bankruptcy Code, the
Conlf_i(r:;nbalttion Order, or the Plan, or result in any expense or liability to the Debtors or Reorganized Debtors, as
applicable.

B Vemueement Inpcontive Plons,
12. The-Reorganized TCEH Management In ce ntive Plan-and,

The Reorganized EFE/ERIHDebtor M anagement Incentive Plan aseis hereby goproved in theiits entirety and
shall be implemented on the Effective Date by the gp licable Reorganized Debtors without any further action by the
New Boards orthe Bankruptcy Court.

1513, Employee Obligations.

Except as otherwise set-fosthp rovided in the Plan_or the Plan Supplement, the Reorganized TCEH Debtors
shall honor the Debtors’ written contracts, agreements, policies, programs and plans for, among other things,
compensation, reimbursement, indemnity, health care benefits, disability benefits, deferred compensation benefits,
travel benefits, vacation and sick leave benefits, savings, severance benefits, retirement benefits, welfare benefits,
relocation programs, life insurance and accidental death and dismemberment insurance, including written contracts,
agreements, policies, programs and p lans for bonuses and other incentives or compensation for the directors, officers

and emp loy ees of any of the Debtors who served in such capacny at any tlmew

the extent that the above-llsted contracts ageements policies, p rogams and p Ians are executory oontracts pursuant to
sections 365 and 1123 of the Bankruptcy Code, each of them will be deemed assumed as of the Effective Date and

assigned to the Reorganized TCEH Debtors to the extent Reerganizeda TCEH Debtor is not party to such executory
contracts.

16.14. Protections Against Discriminatory Treatment.

Consistent with section 525 of the Bankruptcy Code and the Supremacy Clause of the U.S. Constitution, all
Entities, including Governmental Units, shall not discriminate against the Reorganized Debtors or deny, revoke,
suspend, or refuse to renew a license, permit, charter, franchise, or other similar grant to, condition such a grant to,
discriminate with respect to such a grant aginst, the Reorganized Debtors, or another Entity with whom the
Reorganized Debtors have been associated, solely because each Debtor has been a debtor under chapter 11 of the
Bankruptcy Code, has been insolvent before the commencement of the Chapter 11 Cases (or during the Chepter 11
Cases but before the Debtors are granted or denied a discharge), or has not paid a debt that is dischargeable in the
Chapter 11 Cases.
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1815, _Reimbursementor Contribution.

If the Bankruptcy Court disallows a Claim for reimbursement or contribution of an Entity pursuant to section
502(e)(1)(B) of the Bankruptcy Code, then to the extent that such Claim is contingent as of the time of allowance or
disallowance, such Claim shall be forever disallowed and expunged notwithstanding section 502(j) of the Bankruptcy
Code, unless before the Confirmation Date: (a) such Claim has been adjudicated as non-contingent; or (b) the relevant
Holder of a Claim has Filed a non-contingent Proof of Claim on account of such Claim and a Final Order has been

entered beforethe Confirmation Date determiningsuch Claimas no longer contingent.
G. Effect of Confirmation.

1. Preservation of Causes of Action.

In accordance with section 1123(b) of the Bankruptcy Code, but subject to Atticle VIII of the Plan, the
Reorganized Debtors shall retain and may enforce all rights to commence and pursue any and all Causes of Action
belonging to their Estaes, whether arising before or after the Petition Date, including any actions specifically
enumerated in the Plan Supplement, and the Reorganized Debtors’ rights to commence, prosecute, or settle such
Causes of Action shall bepreserved notwithstanding the occurrence of the Effective Date, other than_(i) the Causes of
Action released by the Debtors-{i) pursuant to the releases and exculpations contained in the Plan, including in Atticle
VI, which shall be deemed released and waived by the Debtors and Reorganlzed Debtors as of the Effectlve Date4a1t

The Reorganized Debtors may pursue such Causes of Action, as gopropriate, in accordance with the best
interests of the Reorganized Debtors. No Entity may rely on the absence of a specific reference in the Plan, the
Plan Supplement, or the Disclosure Statement to any Cause of Action against it as any indication that the
Debtors or the Reorganized Debtors, as applicable, will not pursue any and all available Causes of Action
against it. Unless any Causes of Adtion against an Entity are expressly waived, relinquished, exculpated, released,
compromised, or settled herein or in a Bankruptcy Court order, the Reorganized Debtors expressly reserve all Causes
of Action, for later adjudication, and, therefore, no preclusion doctrine, including the doctrines of res judicata, collateral
estoppel, issue preclusion, claim preclusion, estoppel (judicial, equitable, or otherwise), or laches, shall apply to such
Causes of Action upon, after, or asa consequence of Confirmation or Consummation.

The Reorganized Debtors reserve and shall retain the Causes of Adion notwithstanding the rejection of any
Executory Contract or Unexpired Lease during the Chapter 11 Cases or pursuant to the Plan. In accordance with
section 1123(b)@3) of the Bankruptcy Code, any Causes of Action that a Debtor may hold against any Entity shall vest
in the Reorganized Debtors. The Reorganized Debtors shall have the exclusive right, authority, and discretion to
determine and to initiate, file, prosecute, enforce, abandon, settle, compromise, release, withdraw, or litigate to
judgment any such Causes of Action and to decline to do any of the foregoing without the consent or goproval of any
third party or further noticeto oraction, order, or approval of the Bankruptcy Court.

2. Retention of Jurisdiction by the Bankruptcy Court.

Notwithstanding the entry of the Confirmation Order and the occurrence of the Effective Date, on and after
the Effective Date, the Bankruptcy Court shall retain exclusive jurisdiction over all matters arisingout of, or related to,

the Chapter 11 Cases and the Plan pursuant to sections 105(a) and 1142 of the Bankruptcy Code to the extent p rovided
underap plicable law, includingjurisdiction to:

o allow, disallow, determine, liquidate, classify, estimate, or establish the priority, Secured or unsecured
status, or amount of any Claim or Interest, including the resolution of any request for payment of any
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Administrative Claim and the resolution of any and all objections to the Secured or unsecured status,
priority, amount, or allowance of Claims or Interests;

e hear and determine matters related to the DIP Facilities and the DIP Orders;

e decide and resolve all matters related to the granting and denying, in whole or in part, of any
app lications for allowance of compensation or reimbursement of expenses to Professionals authorized
pursuantto the Bankruptcy CodeorthePlan;

e resolve any matters related to: (a) the assumption, assumption and assignment, or rejection of any
Executory Contract or Unexpired Lease to which a Debtor is party or with respect to which a Debtor
may be liable and to hear, determine, and, if necessary, liquidate, any Claims arising therefrom,
including Cure Claims pursuant to section 365 of the Bankruptcy Code; (b) any potential contractual
obligation under any Executory Contract or Unexpired Lease that is assumed; () the Reorganized
Debtors’ amending, modify ing, or supplementing, after the Effective Date, pursuant to Article V of the
Plan, any Executory Contracts or Unexpired Leases to the Assumed Executory Contracts and
Unexpired Lease List, Rejected Executory Contracts and Unexpired Lease List, or otherwise; and
(d) any disputeregarding whethera contract or lease is orwas executory or expired;

e adjudicate, decide, or resolve any motions, adversary proceedings, contested or litigated matters, and
any other matters, and grant or deny any gop lications involving a Debtor that may be pending on the
Effective Date;

e adjudicate, decide, or resolve any motions, adversary proceedings, contested or litigated matters, and
any other matters, and grant or deny any gpplications involving a Debtor that may be pending on the
Effective Date;

e adjudicate, decide, or resolve any and all matters related to section 1141 ofthe Bankruptcy Code;

e enter and implement such orders as may be necessary to execute, imp lement, or consummate the Plan
and all contracts, instruments, releases, indentures, and other agreements or documents created in
connection with the Plan or the Disclosure Statement, including injunctions or other actions as may be
necessary to restrain interference by an Entity with Consummation orenforcement ofthePlan;

e enter and enforce any order for the sale of property pursuant to sections 363, 1123, or 1146(a) of the
Bankruptcy Code;

e adjudicate, decide, or resolve any and all matters related to the Restructuring T ransactions;

e gant any consensual request to extend the deadline for assuming or rejecting Unexpired Leases
pursuantto section 365(d)(4) of the Bankruptcy Code;

e resolve any cases, controversies, suits, disputes, Causes of Action, or any other matters that may arise
in connection with the Consummation, interpretation, or enforcement of the Plan, the Disclosure
Statement, the Confirmation Order, or the Restructuring Transactions, or any Entity’s obligations
incurred in connection with the foregoing, including disputes arising under agreements, doauments, or
instruments executed in connection with the Plan, the Disclosure Statement, the Confirmation Order,
or theRestructuring T ransactions;

e resolve any cases, controversies, suits, disputes, or Causes of Action with respect to the releases,
injunctions, and other provisions contained in Article V111 of the Plan and enter such orders as may be
necessary to imp lement such releases, injunctions, and other provisions;
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e resolve any cases, controversies, suits, disputes, or Causes of Action relating to the distribution or the
repayment or retum of distributions and the recovery of additional amounts owed by the Holder of a
Claim foramountsnot timely repaid p ursuant to Article VI.K.1. of thePlan;

e enterand implement such orders as are necessary if the Confirmation Order is for any reason modified,
stay ed, reversed, revoked, or vacated;

e enteran order ordecree concludingor closing the Chapter 11 Cases;
e adjudicate any and all disputesarising from or relating to distributions underthePlan;

e consider any modifications of the Plan, to cure any defect or omission, or to reconcile any
inconsistency in any Bankruptcy Court order, includingthe Confirmation Order;

e hear and determine matters concerning state, local, and federal taxes in accordance with sections 346,
505, and 1146 of the Bankruptey Code;, including any request made under section 505 of the
Bankruptcy Code for the expedited determination of any unpaid liability of a Debtor for any tax
incurred during the administration of the Chapter 11 Cases, including any tax liability arising from or
relating to the Restructuring T ransactions, for tax periods ending after the Petition Date and through
theclosing ofthe Chapter11 Cases;

e except as othewise limited herein, recover all assets of the Debtors and property of the Estates,
wherever located;

o enforce all orders previously entered by the Bankruptcy Court; and
e hear any other matter not inconsistent withthe Bankruptcy Code.

This list of maters over which the Bankruptcy Court will retain exclusive jurisdiction following the

Confirmation and Consummation of thePlan is not exhaustive. For afull list of the matters over which the Bankruptcy
Court retains jurisdiction through and after the Effective Date, see Article X1ofthePlan.

H. S ettlement, Release, Injunction, and Related Provisions.
1. Overview and Appropriateness of Plan Settlement.

The Plan includes a proposed settlement of numerous claims belonging to the Debtors, including claims
against creditors, other Debtors, and third parties. During the Chapter 11 Cases a number of parties have alleged that
there are p otential litigation claims that could be asserted on behalf of the Debtors, including EFCH, TCEH, and certain
of EFCH’s and TCEH’s direct and indirect subsidiaries related to various prep etition transactions. Motions seeking
standing to prosecute and settle certain claims against theHolders of TCEH first-lien-creditorsEirst Lien Secured Claims
were filed by (a) the TCEH Committee [D.l. 3593]; (b) the EFH Committee [D.1. 3605]; and (c) the TCEH Unsecured
Ad Hoc Group [D.I. 3603]. A summary of potentially material alleged claims that would be settled pursuant to the
Plan can be found in Section VH.3 of this Disclosure Statement, entitled “Summary and Discussion of Material
Potential Claims Subject to Plan Settlement,” which begins on page 2.

The transactions and condud underly ing these claims have been the subject of significant investigation by the
Deébtors (including their disinterested directors and managers) and their advisors, the Creditors’ Committees, and
various creditor groups. In addition to informal diligence, in August 2014, the Comp-anyDebtors negotiated entry of an
order establishing formal discovery procedures governing a wide breadth of prepetition issues and transactions for an
extensive time period, in some cases more than 15 years prepetition. This extensive discovery effort, referred to as
Legacy Discovery, resulted in the Company’sDebtors’ production of more than 806,000 documents (comprising over
5.6 million pages). The release provisions of the Plan contemplate, among other things, the release of any and all
Causes of Action, includingany derivative claims, asserted on behalf of the Debtors, that such Entity would have been
leqally entitled to assert (whether individually or mllectively). In particular, the Plan settles all Intercompany Claims
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any distribution upon consummation of the M erger, in which certain Holders of Claims against TCEH will receive the
stock of New EFH. The Plan also settles avoidance actions that could potentially be asserted by the Debtors against,
amongothers, Holders ofthe TCEH First Lien Debt and the Sponsor Group.

Settlements and compromises like those embodied in the Plan—{ncludingthe Disinterested Director
Settlement) expedite case administration and reduce unnecessary administrative costs; as such, they are favored in
bankruptcy. See Myers v. Martin, 91 F.3d 389, 393 (3d Cir. 1996) (“To minimize litigation and expedite the
administration of a bankruptcy estate, ‘[clomp romises are well favored in bankruptcy.”); see also Will v. Nw. Univ.,
434 F 3d 639, 644 (3d Cir. 2006); In re Key3Media Gmp., Inc., 2006 WL 2842462, at *3 (D. Del. Oct. 2, 2006); In re
Adelphia Commc’n Corp., 361 B.R. 337, 348 (Bankr. D. Del. 2007). Section 1123(b)(3)(A) of the Bankruptcy Code
expressly provides tha a chapter 11 plan may provide for “the settlement or adjustment of any claim or interest
belonging to the debtor or to the estate.” 11 US.C. § 1123(b)(3)(A). A release of claims thereunder as part of a
settlement is appropriate “if the release is a valid exercise of the debtor’s business judgment, is fair, reasonable, and in
the best interests of the estate.” In re Spansion, Inc., 426 B.R. 114, 143 (Bankr. D. Del. 2010); see also In re Wash.
Mut,, Inc.,, 442 BR. 314, 327 (Bankr. D. Del. 2011) (“In making its evaluation [whether to approve a settlement], the
court must determine whether the compromise is fair, reasonable, and in the best interest of the estate.” (intemal
quotation marks omitted)). A proposed settlement need not be the best result that a debtor could have achieved, but
only must fall within the““reasonable range of litigation possibilities.” In re Energy Corp., 886 F.2d 912, 929 (7th Cir.
1989); In re Sea Containers Lid., 2008 WL 4296562, at *5 (Bankr. D. Del. Sept. 19, 2008); +a+e-Key3Media Grp. Inc.,
2006 WL 2842462, & *3—(D—D@I—©4;t—2—2006} Settlements generally are practical resolutions and, when
appropriately structured, are well within the reasonable range of litigation possibilities. Bankruptcy courts commonly
approveof settlementsand often cite their cost-savingbenefits.

The Third Circuit has adopted a balancing test to determine whether a settlement is fair and equitable. The
factors of the balancing test are: “(1)the probability of success in litigation; (2)the likely difficulties in ollection;
(3) the complexity of the litigation involved, and the expense, inconvenience and delay necessarily attending it; and
(4) the paramount interest of the creditors.” Martin, 91 F.3d at 393; see also In re Key3Media Grp. Inc., 336 BR. at 93
(when determining whether a compromise is in the best interests of the estate, courts must “assess and balance the
value of the claim that is being compromised against the value of the estate of the acceptance of the compromise
proposal”).

Based on the Martin factors, the settlements embodied in thePlan are fair and reasonable, and thePlan should
be confirmed. The settlements are the product of extensive diligence and discovery, and of arms’-length negotiations
between the Debtors (including each Debtor’s disinterested director(s) and managers), after significant input from the
Creditors” Committees and other creditor groups. If it were not for the settlements embodied in the Plan, these
transactions and alleged prepetition conduct would be the subject of potentially significant litigation that would be
costly and significantly delay (and potentially even jeopardize) the Debtors’ ultimate emergence from chapter 11.
Approval of the settlements embodied in the Plan with resp ect to these transactions is the most productive outcome and
is in thebest interest ofthe Debtors’ estates.

Many of the potential claims that will be settled and released as p art of the Plan would be subject to significant
litigation if not settled. Section V.H.3 of this Disclosure Statement, entitled “Summary and Disaussion of Maerial
Potential Claims Subject to Plan Settlement,” which begins on page 2, outlines the main arguments and counter-

arguments that would likely be asserted in connection with these claims. The Debtors will present evidence at the
Confirmation Hearingto demonstrate the appropriateness of the settlements and releases embodied in the Plan.

2. Process forldentifying Actual Conflicts Matters.

The Court goproved the retention of Proskauer— - >

Rose 1P (‘Proskaier”), Munger, Tolles & Olson LIP
¢MTQO?) and Cravath_Swaine & Moore LIP (‘Cravath”) by EFH Com., EFCH and its direct subsidiaries and EFIH

and its direct subsidiaries, respectively. The firms were retained by the respective dDebtors pursuant to board
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resolutions that authorized the disinterested directors and managers to retain Conflicts Mater Advisors in connection
with “any matter p ertainingto the Chapter 11 Case on which an actual conflict exists between [one debtor], on theone
hand, and any other debtor, on the other hand (“ Conflict M atters™).”

Specifically, the resolutions delegated authority to the disinterested directors or manager: (1) to retain
Conflicts M atter Advisors “to represent and advise [the debtors], reporting to the [disinterested directors or manager],
on the Conflict Matters”; (2) to investigate and determine whether any matter constitutes a Conflict M atter, “in the
exercise of their business judgment and with the advice of the [Conflicts Matter Advisors]”; and (3) to make and
imp lement all decisions with resp ect to Conflict M atters.

At the hearing app roving the retention of the Conflicts M ater Advisors, the Court noted tha: “[T This is an
ongoingprocess and it involves a broad range of activities that might come into play and require independent advice
and action by aonflicts counsel. We have issues in connection with the tax free [spin,] . . . ongoing discovery[,] . . .
plan negotiations[,] . . . [and]theOncor sale.. . . . | think that requiringa more sp ecific identification of the issues now
and as they arise is both inefficient, unfair and perhas even prejudicial in tipping the hand of activities that counsel
might beinvolved with.” [Hr’gTr. 50-51, Jan. 13, 2015].

Thedisinterested directors and managers, as well as the Conflicts M ater Advisors, have acted on behalf of the
Debtors with respect to Conflict M aters and matters that may constitute Conflict M aters, including without limitation
the following matters: (1) the proposed settlement of inter-dDebtor claims and causes of action [D.l. 4145, 4146 and
4147]; (2) the negotiations with round 2 bidders in connection with the Oncor_Electric sale process, including
reviewing, revising and commenting upon transaction documents and participating in calls and conferences with the
bidders; (3) the disclosure statement, including reviewing, revisingand commenting upon the disclosure statement [D.I.
4143]; (4) the plan, including reviewing, revising and commenting upon the plan [D.l. 4142]; (5) tax issues and
matters, including tax issues and matters relating to negotiations with bidders and those included in the plan and
disclosure statement; and (6) reviewingand resp ondingto formal and informal discovery requests.

The Debtors’ disinterested directors and managers, in consultation with their respective Conflicts M atter
Advisors, agreed to the Disinterested Director Settlement following an extensive negotiation process over aperiod of
more than amonth. These negotiations were conducted both inperson and telep honically. Certain negotiations were
conducted directly between the disinterested directors and managers. Other negotiations were conducted between the
Conflicts Matter Advisors, under the direction and supervision of the disinterested directors or managers of their
resp ective Debtors.

In connection with the negotiation and settlement process, the disinterested directors and managers frequently
conferred with their resp ective Conflicts M atter Advisors concerning potential intercompany claims and their potential
resolution or prosecution. In addition, under the direction of the disinterested directors and managers, their respective
Conflicts Matter Advisors conduded diligence on intercompany claims (including tax claims and tax related issues)
and reported to their respective disinterested directors and managers on the results of tha diligence, which
supplemented the disinterested directors’ and managers’ knowledge and exp erience, including from serving on the
boards of the Debtors.

The negotiation process that culminaed in the Disinterested Director Settlement can be summarized in
material terms with the following list of meetings, discussions and proposals. More information about these meetings,
and the considerations of the settlement, can be found in the various minutes of meetings or other public filings

previously filed with the Bankmuptoy Court in this mater. Copies of the minutes are attached to this Disclosure
Statement as Exhibit JK.

e On February 19, 2015, MungerTolles & Olson LLR MTOZ), Conflicts Matter Advisor to the TCEH
Deébtors, met with Proskauer-Rese-LLR, Conflicts M ater Advisor to EFH, to disauss potential claims and
defenses between the TCEH Debtors and EFH.

e On February 23, 2015, Cravath-Saaine-& Moore LLP, Conflicts Matter Advisor to EFIH, met with
Proskauer to discuss p otential claims and defenses between EFH and EFIH.
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e OnFebruary 24,2015, MTO and Greenhill & Co., LLC,(‘Greenhill), Conflicts M atter Advisor to the
TCEH Debtors, met with Cravath to discuss potential claims and defenses between EFIH and the
TCEH Debtors.

e On February 25, 2015, the disinterested manager of TCEH/EFCH participated in a meeting of the
TCEH/EFCH boards of managers on intercomp any claims.

e On March 5, 2015, MTO and Greenhill met with Proskauer and SOLIC Cagital Advisors, LLC;
(“SOLIC”), Conflicts Matter Advisor to EFH, to discuss potential claims and defenses between the
TCEH Debtors and EFH. In connection with this meeting, MTO provided Proskauer with a written
presentation detailing potential claims of the TCEH Debtors against EFH and rebutting potential
claims of EFH against the TCEH Debtors.

e On March 6, 2015, MTO and Greenhill met with Cravath to discuss potential claims and defenses
between EFIH and the TCEH Debtors.

e On March 9, 2015, MTO and Greenhill met with Proskauer to discuss potential claims and defenses
between EFH and the TCEH Debtors.

e On March 11, 2015, MTO and Greenhill met with Proskauer and SOLIC to discuss potential
intercompany claims and defenses. In connection with that meeting, Proskauer provided MTO with a
written presentation detailing potential claims of EFH against the TCEH Debtors and MTO, and
describing p otential defenses to p otential claims of TCEH Debtors against EFH.

e On March 16, 2015, MTO met with Cravath to discuss potential claims between the TCEH Debtors
and EFIH. In connection with that meeting, MTO provided Cravath awritten presentation describing
potential claims of the TCEH Debtors against EFIH, and rebuttingp otential claims of EFIH against the
TCEH Debtors.

e On March 16, 2015, MTO, at the direction of the disinterested manager of TCEH/EFCH, made a
settlement demand on EFH, through its counsel Proskauer, with respect to certain intercompany claims
(the “Intercompany Claims”) and matters related to the intended tax-free treatment of the transactions
contemp lated by the Debtors’ proposed plan of reorganization (the “Step-Up M ater”), demanding (i)
an allowed unsecured claim for TCEH of $1.2 billion against EFH (including $200 million against
EFIH) plus (ii) all of EFH’s NOLs at emergence plus (iii)) 100% of all excess consideration (the
“Excess Consideration”) received by EFH upon the sale of reorganized Energy Future Holdings Corp.
or its direct or indirect subsidiaries, including reorganized Energy Future Intermediate Holding
Company LLC and its subsidiaries but excluding the TCEH Debtors after payment in full of the
creditors of EFIH and EFH, and a $10 million distribution to EFH equity holders (the “Equity
Holders”), and the directors and officers of the Debtors and the Equity Holders would receive full
releases (“Full Releases”) (the “Initial TCEH Demand”).

e On March 18, 2015, Proskauer, on behalf of the disinterested directors of EFH and after extensive
meetings and discussions with the disinterested directors of EFH, made a counter-offer to the Initial
TCEH Demand (as authorized by the disinterested directors of EFH at a meeting held on March 17,
2015) to MTO with respect to the Intercompany Claims and Step-Up Mater of (i) a $100 million
allowed unsecured pari passu claim for TCEH against EFH plus (ii) all of EFH’s NOLs at emergence
plus (iii) a sharing of Excess Consideration pursuant to a reasonable waterfall to be agreed along the
lines set forth in that certain CRO term sheet dated March 9, 2015, in exchange for a waiver of all
affirmative claims held by EFH against the TCEH Debtors, a $10 million distribution to the Equity
Holders, and Full Releases (the “Initial EFH Counter”).

e Between March 18, 2015 and March 23, 2015, the disinterested directors and managers of the TCEH
Debtors and EFH, or their respective Conflicts Matter Advisors, had numerous calls, conferences and
discussions regarding the Intercompany Claims and the Step-Up Matter, the Initial TCEH Demand and
thelnitial EFH Counter.
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e On March 19, 2015, MTO, at the direction of the disinterested manager of TCEH/EFCH, made a
settlement demand on EFIH, through its counsel Cravath, with respect to the claims of the TCEH
Debtors against EFIH, demandingan allowed unsecured claim of $200 million against EFIH.

e On March 20, 2015, Cravath provided MTO a written response to the claims and defenses of the
T CEH Debtors, which also described claims of EFIH against TCEH.

e Between March 24 and March 26, 2015, the disinterested directors and managers and their Conflicts
Matter Advisors held extensive in-p erson negotiations at the Debtors’ offices in Dallas, Texas.

e During the inperson negotiations at the Debtors’ offices in Dallas, Texas, other proposals were
discussed between the various disinterested directors and managers and their respective Conflicts
M atter Advisors.

e On March 25, 2015, at the direction of the disinterested manager of EFIH, Cravath refused the March
19 demand of the TCEH Debtors for an allowed unsecured claim of $200 million against EFIH. The
TCEH Debtors continued negotiating with EFH, the equity owner of EFIH, over an allowed claim
against EFIH.

e On March 25, 2015, the disinterested manager of TCEH/EFCH made a further counter-p roposal with
respect to the Intercompany Claims and the Step-Up Matter of (i) an allowed unsecured claim for
TCEH of $710 million against EFH and $25 million against EFIH pari passu plus (i) a
51%(TCEH)/49%(EFH) sharing of Excess Consideration until EFH receives $42 million plus
(iii)100% of Excess Consideration thereafter to TCEH, and a $10 million distribution to the Equity
Holders, and Full Releases.

e OnMarch 25, 2015, the disinterested directors of EFH made a further counter-p roposal with respect to
the Intercompany Claims and the Step-Up Matter of (i) an allowed unsecured claim of $675 million
against EFH (with no claim against EFIH) pari passu plus (ii) a 50/50 split of Excess Consideration
until TCEH receives $800 million plus (iii) 100% of the Excess Consideration thereafter to EFH, and-a
$10 million distribution to the Equity Holders, and Full Releases.

e On March 25, 2015, the disinterested manager of TCEH/EFCH made a further counter-p roposal with
respect to the Intercompany Claims and the Step-Up Matter of (i) an allowed unsecured claim of $705
million against EFH (no claim against EFIH) pari passu p lus (ii) a50/50 sp lit of Excess Consideration
until TCEH receives $925 million plus (iii) a 25%(TCEH)/75%(EFH) sharing of Excess Consideration
thereafter, and-$10 million distribution to the Equity Holders, and Full Releases.

e OnMarch 26, 2015, the disinterested directors of EFH made a further counter-p roposal with respect to
the Intercompany Claims and the Step-Up Matter of (i) an allowed unsecured claim of $700 million
against EFH (no claim against EFIH) paripassu with a $700 million recovery by EFH’s creditors and a
5050 split of Excess Consideration until TCEH receives $800 million with all Excess Consideration
thereafter going to EFH, and $10million distributionto the Equity Holders.

e On March 26, 2015, the Debtors’ disinterested directors and managers reached an agreement in
princip le with respect to the Disinterested Director Settlement, as described in the Joint Statement and
incomporated into the plan of reorganization filed on April 14, 2015. On March 31, 2015, the
disinterested manager of EFIH goproved the Disinterested Director Settlement on behalf of EFIH in
accordance with the authority delegated to him by the full EFIH Board of Managers. On April 1,
2015, the disinterested directors of EFH goproved the Disinterested Director Settlement on behalf of
EFH pursuant to the authority delegated to them by the full board of directors of EFH. On April 1,
2015, pursuant to the authority delegated to him by the full boards of managers of TCEH and EFCH,
the disinterested manager of TCEH/EFCH gproved the Disinterested Director Settlement. Before
approving the settlement, the disinterested manager of EFCH/TCEH considered, among other things,
whether the TCEH Debtors should pursue litigation of their claims against EFH or EFIH as an
alternative to entering the Disinterested Director Settlement.
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= As described above, the Plan contemp lates the settlement of all Intercompany Claims-and-providesfor
thefollowing, consistent with thetermsoftheDisinterested Director Settlement:

TCEH up to atotal of $805 million. Under the Plan, the TCEH Settlement Claim shall be deemed
satisfied without any distribution upon consummation of the Merger—Scenario—under, in which

seenario-creditors of TCEH will receive the stock of New EFH._Each of (a) the disinterested directors
= ] E

3. S ummary and Discussion of Material Potential Claims Subject to Plan Settlement.
(@) Claims Against Third Parties.
(i) 2007 Acquisition.

Some creditors have argued that at least portions of the 2007 Acquisition could be subject to avoidance
actions. Indeed, both the TCEH Committee and the TCEH Unsecured Ad Hoc Group (together, the “TCEH Junior
Creditors?) have sought standing to prosecute a constructive fraudulent transfer claim to avoid gpproximately $21
billion in liens TCEH granted on its assets in connection with the 2007 Acquisition.

The timeliness of any such claim is a contested issue. For instance, the TCEH Junior Creditors assert that the
IRS is a “triggering creditor” whose rights the Debtors may use to pursue an avoidable transfer, and that they may rely
the IRS’s extended statute of limitations (reachback) period—ten years, according to the TCEH Junior Creditors—to
assert claims. Holders of the TCEH First Lien Debt respond that, among other things, a private litigant may not make
such useofa government agency ’s statute of limitations to pursue private claims.

In addition, there are disputes over whether the IRS is, in fact, a creditor of each Debtor entity on whose
behalf standing is sought to assert an avoidance action. M any Debtor entities are “disregarded” for federal income tax
purposes, or otherwise are not recognized as taxpay ers. Under certain IRS guidance, such entities cannot be held liable
for certain kinds of tax obligations unless certain state-law theories (such as veil-piercing and alter-ego-type claims)
apply. Asaresult, the IRS might not be a creditor with respect to certain Debtor entities. Parties might counter that
certain entities are liable for tax claims as a result of historic merger activity or on other theories and that, as a result,

the IRS is a valid triggerin g creditor. Whether the IRS’s extended statute of limitations is available for any avoidance
action will depend onanswers totheseand related questions.
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Solvengy is also acontested issue. The 2007 Acquisition was funded with approximately $8.3 billion in new
equity financing and inaurrence of goproximately $27 billion of new debt by TCEH. In addition, Duff & Phelps
Securities, LLC (“Duff & Phelps”) provided a solvency opinion in connection with the 2007 Acquisition. The TCEH
Junior Creditors, however, argue that this analysis relied on unrealistically low weighted average costs of capital and
unrealistically high natural gas estimates, and was inconsistent with Duff & Phelps’ 2008 goodwill analysis. In
response, holders of TCEH First Lien_Secured Claims have argued that the substantial market-based evidence, in
addition to the Duff & Phelps solvency opinion, support the solvency of TCEH both before and after the 2007
Aaqyuisition. The holders of TCEH First Lien_Secured Claims further argue that the TCEH Junior Creditors’ efforts to
undhe_rrr&in_;;the contemporaneous evidence, including the contemporaneous solvency op inions, are imp ermissibly based
on hindsight.

Whether TCEH received reasonably equivalent value in connection with the 2007 Acquisition is also
contested. For instance, the TCEH Junior Creditors argue that TCEH did not receive reasonably equivalent value for
the debt it incurred and liens it granted in connection with the 2007 Acquisition because TCEH did not retain the
proceeds of the debt, but instead distributed most of those proceeds to EFH for EFH to acquire its outstanding equity.
Holders of TCEH First Lien_Secured Claims respond that TCEH’s incurrence of debt and the associated liens should
not be collgpsed with the use of those debt proceeds to acquire EFH equity, but that even if the transactions are
collapsed, at least $5 billion of the debt proceeds were used to repay antecedent TCEH debt and certain financing fees,
such that T CEH received reasonably equivalent valueat least to that extent.

Finally, parties will dispute whether elements of the 2007 Acquisition are protected by the safe harbor of
Section 546(e) of the Bankruptcy Code. For instance, holders of TCEH First Lien_Secured Claims have asserted that
§546(e) precludes avoidance of the liens and obligations incurred by TCEH in connection with the 2007 Acquisition
because these transactions involved financial p articipants and were executed in connection with a securities contract,
namely, the M erger Agreement.

Additional claims could arise in connection with this transaction. First, a claimant might seek to assert breach
of fiduciary duty claims against the former TXU Com . board of directors for enteringinto the LBO. The Board would
likely argue that this claim is time-barred under related state statutes of limitation and raise many of the other
arguments identified above regarding thetransaction.

Second, if the IRS’s extended statute of limitation cannot be used, a claimant might assert breach of fiduciary
duty claims against the aurrent EFH board of directors for allowing the relevant state lav statutes of limitation related
to the LBO transaction to expire. In response, the EFH board might argue that its decisions regarding the timing of a
bankruptcy filingand any resultingp reclusive effect on avoidanceactions are p rotected by the business judgmentrule.

Third, a claimant might pursue fraudulent transfer claims against TXU Cop.’s pre-LBO shareholders for
retum of the proceeds used to purchase their TXU Corp. shares. Thepre-LBO shareholders would likely argue that this
cause of action is barred by the safe harbor at 11 U.S.C. §546(¢) because the payments to shareholders qualify as a
“settlement payment . . . madeby orto (or for the benefit of) a. . . financial institution” or a“transfer madeby orto (Or
forthebenefit of)a . . . financial institution. . . in connection withasecurities contract.”

(i) 2007 Management Agreement.

EFH executed a management agreement with KKR, TPG and Goldman Sachs on Odober 10, 2007, under
which all of EFH’s subsidiaries are obligors (the “Management Adreement”). Pursuant to the Management
Agreement, the Sponsor Group agreed to provide management, consulting, financial, and other advisory services to
EFH Comp. TheManagement Agreement requires EFH to pay annual Advisory Fees of $35 million, increasingby 2%
each year, to the Sponsor Group in equal quarterly installments. The M anagement Agreement also required EFH Comp.
to make a one-time payment of $300 million to the Sponsor Group (and Lehman Brothers Inc.) on account of services
provided in connectionwith the merger and related transactions.

The management advisory fee was $36 million, $35 million, and $8 million for they ears ended December 31,
2009 and 2008 and the period October 11, 2007 to December 31, 2007, respectively. The fee is reported in EFH’s
financial statements as “SG&A” expense in “Corporate” and “Other” activities. In 2010, 2011, and 2012, EFH
Comorate Services paid members of the Sponsor Group goproximately $36.9 million, $37 5 million, and $38.4 million,
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respectively. Beginning with the quarterly management fee due December 31, 2013, the Sponsor Group, while
reserving theright to demand and receive the fees, directed EFH Corp. tosuspend paymentof the management fees.

Before 2010, EFH and/or EFH Comorate Services p aid 100% ofthe Sponsor Group ’s advisory fees, and none
of those fees were allocated to TCEH. For theyears 2010, 2011, and 2012, EFH Corporate Services paid 100% ofthe
advisory fees, but was reimbursed for those amounts by T CEH subsidiaries.

The $300 million transaction fee and the advisory fees could potentially be challenged as constructive
fraudulent conveyances. The Sponsor Group’s defenses to such claims would likely include (a) that the transferors
were solvent at the time the payments were made; (b) that that the avoidance of these pay ments is barred by the statute
of limitations; and (c) that EFH received reasonably equivalent value in retum for the transaction and advisory fees. In
addition, to the extent any creditors allege that the Sponsor Group or affiliates can be held liable for LBO-related
transfers beyond the transaction fee, the Sponsor Group and affiliates are likely to argue as well that they were neither
therecipients of such transfers nor the entities for whose benefit the transfers were made.

The allocation of advisory fees to TCEH subsidiaries from 2010 forward ocould be challenged on the theory
that some of those fees should have been allocated to EFH/EFIH. The proper allocation of those fees among the
debtorsis likely to beadisp uted issue.

(iii) Limitation on the Luminant Generation Upstre am Guarantee.

Luminant Generation guaranteed the First Lien Debt incurred by TCEH in connection with the 2007
Aqquisition. This upstream guarantee was subject to a “savings clause,” which limited the amount of the guarantee to
the maximum amount that would not render Luminant Generation insolvent. Some creditors have argued that the 2007
Adaqquisition rendered Luminant Generation insolvent, and that the savings clause should be enforced to limit the
Luranagt Generation upstream guarantee. For instance, the EFH Committee has sought standing to prosecute claims
on this basis.

Whether the savings clause is enforceable is likely to be disputed. Theonly court directly addressingthe issue

ruled tha thiskind of savings clause is unenforceable in bankruptcy. Inre TOUSA, Inc., 422 B.R. 783,863-65 (Bankr.
S.D.Fla 2009).

Whether the savings clause, even if it is enforceable, limits the Luminant Generation upstream guarantee is
disputed. For instance, the T CEH First Lien Creditors have argued that the savings clause does not limit the Luminant
Generation upstream guarantee, in part becausethe 2007 Acquisition did notrender Luminant Generation insolvent.

(iv) 2011 “Amend and Extend” Transactions.

In April 2011, TCEH engaged in six related transactions (the “2011 Amend and Extend Transactions”) that
addressed certain debt covenants and impending debt maturities. The 2011 Amend and Extend Transactions did so in
two principal ways: first, they amended the TCEH First Lien Credit Agreement, including by substantially relaxing a
maintenance covenant; and second, they extended maturity daes of $17.78 billion in outstanding TCEH First Lien
Debt by three years, from 2013 and 2014 to 2016 and 2017. In furtherance of the debt extension, TCEH issued
approximately $1.75billion in new First Lien Notes, which it used to repay approximately $1.6 billionin old debt.

The TCEH Junior Creditors have sought standing to challenge these transactions as constructive fraudulent
transfers and seek to avoid nearly $2.1 billion in fees, incremental interest, and prepayment benefits allegedly
transferred by TCEH to the TCEH First Liens. The TCEH Junior Creditors also seek to avoid the liens, security
interests, and obligations arising out ofthe $1.75billionin new First Lien Notes.

Whether TCEH received reasonably equivalent value in exchange for the transfers it made to the TCEH First
Liens in connection with the 2011 Amend and Extend T ransactions is disputed. First, the TCEH Junior Creditors assert
that TCEH transferred nearly $2.1 billion in value to the TCEH First Liens in the following form: (1) over $800 million
of fees and costs; (2) over $530 million in incremental interest on the extended debt; (3) goproximately $420 million in
incremental interest on the $1.75 billion in new First Lien Notes; and (4) goproximately $330 million in prepayment
benefits on the goproximately $1.6 billion of repaid debt. Second, the TCEH Junior Creditors assert these transfers
provided little benefit to TCEH, given that even after the transactions gpproximately 20% of the TCEH First Lien Debt
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(approximately $4.5 billion) was left unextended and set to mature in 2013 and 2014. The TCEH Junior Creditors
argue tha this non-extended debt was more than TCEH oould reasonably hope to pay without further refinancing or
maturity extensions, thus renderingthe 80%debtextension worthless.

Holders of TCEH First Lien_Secured Claims have responded that TCEH did receive reasonably equivalent
value in the 2011 Amend and Extend Transactions. First, they argue that the TCEH Junior Creditors overstate the
value transferred by TCEH by a least $750 million, because the alleged $420 million in incremental interest on new
debt and $330 million in prepayment benefits on repaid debt are irrelevant for fraudulent transfer purmposes. Second,
the holders of TCEH First Lien_Secured Claims argue that the 2011 Amend and Extend Transactions delivered
reasonably equivalent value to TCEH by providing critical capacity for TCEH to sustain a continued market downtum,
ensuring continued access to liquidity, and saving billions of dollars in fees and expenses tha would have been
incurred had the TCEH First Lien Debtbeen rep aid rather than extended.

The solvency of TCEH at the time of the 2011 Amend and Extend T ransactions might also be disputed. The
TCEH Junior Creditors have argued tha TCEH was insolvent as of March 2011, when EFH issued its 2010 Annual
Report, disclosing that EFCH’s liabilities exceeded its assets. Holders of TCEH First Lien_Secured Claims might
disp utethatassertion based on other measures of solvency.

Additionally, the holders of TCEH First Lien_Secured Claims have argued tha the $1.75 billion in new debt
and the associated liens granted, and the prepayment of goproximately $1.6 billion in old debt, are each p rotected by
the safe harbor provision of Section 546(e) of the Bankmuptcy Code as transfers made “in connection with a securities
contract.”

(V) 2013 Revolver Extension.

In late 2012, the Debtors learned that they may receive a “going concern” qualified audit op inion in March
2013, that would have triggered defaults under the TCEH Credit Agreement and a series of cross-defaults across the
corporate structure. In light of the potential going concern opinion, in January 2013, EFH, EFCH, and TCEH extended
the maturity of goproximately $645 million in 2013 revolver commitments from October 2013 to Odober 2016 (the
“2013 Revolver Extension”). In return, TCEH issued the consenting lenders $340 million face value of incremental
first lien term loans (with amarket value of ap proximately $228 million) duein October 2017.

The TCEH Junior Creditors have sought standing to challenge the 2013 Revolver Extension as an actual and

constructive fraudulent transfer. They seek to avoid $340 million in fees allegedly paid by TCEH to the TCEH First
Lien Lenders, and to avoid any lien, security interest, or obligation arisingout of the incremental first lien term loans.

Whether TCEH received reasonably equivalent value in exchange for the transfers it made to the TCEH First
Liens in connection with the 2011 Amend and Extend Transactions will likely be disputed. The TCEH Junior
Creditors have alleged that TCEH did not receive equivalent value for these fees because: (1) TCEH entered into the
revolver extension solely to buy time to negotiate a consensual restructuringat a time when the comp any was insolvent
and on thebrink of bankruptcy ; and (2) TCEH knew tha 2013 Revolver Extension would leave more than $4 billion in
2014 debt maurities unresolved, making a bankruptcy filing prior to epiration of these maturities inevitable and
renderingillusory thethree-year extension of $645 million in 2013 revolver commitments.

Holders of First Lien Claims could argue the TCEH Junior Creditors have overstated the consideration paid
by TCEH forthe 2013 Revolver Extension by focusingon the $340 million face value of the incremental first lien term
loans rather than their $228 million market value, and by ignoring the lower market value of the $645 million in
revolver commitments after their three-y ear maturity extension. Holders of First Lien Claims could further argue that
the TCEH Junior Creditors understate the value received by TCEH in the 2013 Revolver Extension by ignoring
intangible and/for indirect benefits. Wilmington Trust, for instance, has argued tha the 2013 Revolver Extension
delivered reasonably equivalent value to TCEH by providing breathing room for TCEH to prevent a free fall
bankruptcy and to benefit from any p otential market imp rovements.

Likewise, whether TCEH executed the 2013 Revolver Extension with an intent to hinder delay, or defraud
creditors will be disputed. The TCEH Junior Creditors have argued, for instance, that at the time of the transaction
TCEH knew that a bankruptcy filing was inevitable and tha it would be unable to pay its debts as they became due.
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Wilmington Trust has responded that the TCEH Junior Creditors have failed to identify any evidence of fraudulent
intent.

(V) TXU Receivables.

In Odober 2013, TXU Receivables Company LLC (“TXU Receivables”) wound down its accounts
receivables (‘AR program. The funds held by TXU Receivables were unencumbered assets. Approximately
$335 million of these funds were transferred to TCEH and placed into a segregated, unencumbered JP Morgan account.
On February 10, 2014, TCEH transferred goproximately $126 million from this segregated account into the TCEH
Main Account. The sameday, TCEH made an interest payment of goproximately $216 million to the TCEH First Lien
Creditors (the “Eebruary 2014 Interest Payment™). Over the next four days, TCEH transferred approximately $61
million in funds from the segregated account into the Main Account, totaling nearly $188 million in unencumbered
funds transferred into the encumbered, Main Account in February 2014 (the “February 2014 Account T ransfers”). In
March 2014, the remaining balance of approximately $150 million in the unencumbered JP Morgan account was
transferred to an unencumbered account with Union Bank.

Some creditors have argued that the $188 million February 2014 Account Transfers and/or the $216 million
February 2014 Interest Payment could be challenged as preferential transfers pursuant to Section 547(b) of the
Bankruptcy Code. For example, the TCEH Junior Creditors have sought standing to bring such preference claims,
arguingthat the February 2014 Account Transfer imp roved the TCEH First Lien Creditors’ collateral p osition, and that
the February 2014 Interest Payment was likewise a preferential payment on account of an antecedent debt. These
claims might overlg, as aportion of the $188 million February 2014 Account T ransfers might have been app lied to the
$216million February 2014 Interest Payment.

Whether the February 2014 Account Transfers are preferences is disputed. The TCEH First Lien Creditors

have argued, for instance, that they do not have possession or control over the TCEH Main Account, such that the
February 2014 Account T ransfers did notimprove their collateral p osition.

Whether the February 2014 Interest Payment was a preference is likewise disputed. The TCEH First Lien
Creditors have argued, for instance, that the payment was an ordinary course payment subject to the protections of
§547(c)(2).

(vii) Avoidance of Unperfected Liens and Security Interests.

Certain security interests on TCEH’s real prop erty and natural resources could be challenged. For example,
the TCEH Junior Creditors have sought standing to bring claims alleging that certain of these liens and security
interests are unp erfected, including “as-extracted” minerals and oollateral, real property, vehicles, deposit accounts,
commercial tort claims, and other unperfected collateral. Specifically, the TCEH Junior Creditors argue that certain
Debtor entities hold fuel stodk, nuclear fuel, and/or natural gas valued at approximately $500 million, and that security
interests in someportion of these reserves have not been perfected. Likewise, TCEH Junior Creditors allege that there
is real property with unperfected liens or security interest, a vehicle fleet with unperfected liens or security interests
with a net book value of over $11 million, as well as unperfected liens or security interests in deposit accounts,
commercial tort claims and other unperfected collateral.

Whether there are identifiable unperfected liens and security interests on TCEH property is disputed.
Wilmington Trust, for instance, has argued that the TCEH Junior Creditors have failed to identify specific liens or
security interests thatare unp erfected.

(viii)  Disallowance of OID and Unmatured Interest.

Claims to the Debtors’ estates that include unmatured interest could be challenged. For instance, the TCEH
Junior Creditors have sought standing to prosecute a claim to disallow an alleged $8 million of unaccreted original
issue discount (“OID”) associated with the $1.75 billion in First Lien Notes issued by TCEH in connection with the
2011 Amendand Extend Transactions. Whether unaccreted O 1D should bedisallowed might bedisp uted.
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(b) Intercompany Claims.
(i) 2005 Oncor Transfer.

In 2005, TXU Corporation (now known as EFH) executed an internal restrucuring of TXU Electric Delivery
Company LLC (now known as Oncor). The equity of Oncor was dividended from its parent TXU US Holdings
Company (now known as EFCH) to its ultimate parent TXU Corp., at which point TXU Electric Delivery Company
operaed as a separae wholly -owned subsidiary of EFH. This intemal spin-off (the “2005 Onoor Transfer”) could be
challenged as a possible constructive fraudulent transfer on the grounds that TXU US Holdings Company was
insolvent or was rendered insolvent by the transaction and tha it did not receive reasonably equivalent value for
transferring its interest in T XU Electric Delivery Company to TXU Corp.

The timeliness of any such claim would likely be contested. As discussed above, parties could assert that the
limitations periods gop licable to the IRS goply, but such an argument would be subject to dispute. Additionally, while

the IRS has filed a proof of claim against EFH that includes 2004 income taxes, it is unclear whether any amount is
actually owed for 2004 or 2005.

Also, the solvency of TXU US Holdings Company would likely be contested. An opponent would likely
argue that TXU US Holdings Company was solvent both before and after the 2005 Onoor Transfer. A claimant would
likely respond that the 2005 Onoor Transfer should be “oollapsed” into the 2007 Acquisition as one unified transfer,
and that EFCH was insolvent after the 2007 Acquisition. An opponent would likely reply tha the 2005 Oncor Transfer

and 2007 Aaquisition were different transactions sep arated by nearly two years and undertaken for different purposes
and should notbetreated asa single transfer.

(i) The 2007 Acquisition.

The distribution of goproximately $21 billion in debt proceeds by TCEH to EFH for the pumpose of acquiring
EFH equity in the2007 Acoquisition could be challenged as a fraudulent transfer. Aswith claims against third p arties in
connection with the2007 Acquisition, disputed issues would likely include the timeliness of any such claim (including
whether the IRS as a litigant could make use ofthe IRS’s statute of limitations), TCEH ’s solvency, and the app lication
of Section 546(e) of the Bankruptcy Code. Moreover, payments made by TCEH at the time of the Acquisition to retire
debtat a joint TCEH/Oncor credit facility could be challenged as constructive fraudulent transfers.

(i) Dividends by Luminant Generation.

Creditors have asserted tha dividends by Luminant Generation to TCEH or payments made by Luminant
Generation to service TCEH debt could be challenged on the grounds that Luminant Generation was insolvent at the
time of the dividends or payments and received no value in exchange for them. For instance, the EFH Committee has
sought standing to avoid any such dividends or payments as constructive fraudulent transfers. In connection with this
claim, thefacts concerningany such dividends and Luminant Generation’s solvency would likely be disputed issues.

(iv) Liability Management Program.

EFH and its subsidiaries (other than Onoor_Electric) initiated a Liability M anagement Program (“LMP”) in
2009. This program was designed to reduce outstanding debt, extend debt maturities, and reduce interest expense. The
LMP transactions primarily involved the creation and exchange of debt at EFH and EFIH. Some or all of these
transactions could bechallenged as fraudulent transfers or preferences, including:

e Through seven transactions between November 2009 and January 2013, EFIH exchanged newly issued
EFIH debt for existing EFH debt. Some, but not all of, the EFH debt acquired by EFIH in the
exchanges had been guaranteed by EFIH at thetime of issuance.

e Through three sets of dividends (in November 2009, October 2011, and December 2012/Januay
2013), EFIH dividended to EFH notes acquired in the debt exchanges. EFIH had guaranteed the EFH
notes at the time of issuance. EFH canceled and retired all of the EFH notes, eliminating EFIH’s
exposureon theguarantees.
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e Through two debt issuances in February and August 2012, EFIH issued new secured debt to raise $2
billion in the aggregate ($1.15 billion in February and $850 million in August). Followingeach debt
issuance, EFIH issued dividends to EFH ($950 million in February, following the February issuance,
and $680 million in January 2013, followingthe August 2012 issuance).

e  After receiving the dividends from EFIH (in February 2012 and January 2013, as described above),
EFH repaid $1.65 billion in the aggregate to TCEH. These payments satisfied EFH’s obligations
under intercomp any demand notes with T CEH, both of which had been guaranteed by EFIH.

e In January 2010, EFH issued new debt, guaranteed by EFIH on a secured basis, to raise $500 million

in cash. EFH used some of the proceeds to purchase old EFH debt in a series of five purchase
transactions between M arch 2010and December2011.

e In aseries of six transactions between November 2009 and October 2011, EFH exchanged new debt,
guaranteed by EFIH, for old EFH and TCEH debt. EFH canceled and retired the old EFH debt
tendered in the exchanges. Some of the old EFH notes had been guaranteed by EFIH at the time of
issuance.

These LMP transactions could be challenged as fraudulent transfers. For example, in their standing motions
the TCEH Junior Creditors have claimed that the issuance by EFIH of $406 million of 11% second lien notes due
October 2021 in exchange for $428 million of various EFH unsecured notes benefitted exchanging creditors by
improving their position in the event of a subsequent bankruptcy. It could be argued that EFIH did not receive
reasonably equivalent valuefor its issuance of new second lien notes in exchange for EFH Unsecured Notes.

The timeliness of any such claim would likely be disputed. An opponent of this claim would likely argue that
any potentially relevant state-law statute of limitation for fraudulent transfer causes of action has expired. In response,
a claimant would likely assert that the IRS is a triggering creditor and that the IRS’s extended limitations period
therefore applies. Whether a private litigant may make such use of a government agency’s statute of limitations to
pursueprivate claims would bedisputed. See Section (a)(i).

It could be argued that certain of the LMP transactions should be collapsed and analyzed as a whole, rather
than in discreteparts. For instance, the TCEH Junior Creditors have asserted that the issuance and exchange should be
collapsed and viewed as one interrelated transaction, as part of the 2011 Amend & Extend program. Collapsing the
transactions could have an impad both on the timeliness of any claim and on the assessment of whether reasonably
equivalent valuewas exchanged.

Solvency would also likely be contested issue. Determining the solvency of each transferor at the time of
each LMP transaction would require a fact- and expert-intensive analysis. Additionally, it could be argued that the
LMP transactions fall within the safe harbor of Section 546(e) of the Bankruptcy Code as “settlement payment[s] . . .
made by or to (or for the benefit of) a . .. financial institution” or as “transfer[s] made by or to (or for the benefit of)
a...financial institution. .. in connection with asecurities contract.”

) TCEH Intercompany Demand Notes.

Between 2007 and 2013, TCEH made intercompany loans to EFH. EFH repaid the loans in full in January of
2013, including interest. TCEH’s intercompany loans to EFH could be challenged on the theory that they were made at
below-market interest rates that EFH could not have obtained in an arm’s-length transaction. EFH’s rep ayment of the
intercompany loans in 2012 and 2013 could also bechallenged as constructive fraudulent transfers.

In October 2007, TCEH entered into promissory notes with EFH that provided that TCEH would lend funds
to cover SG&A and principal and interest exp enses (“TCEH Intercompany Notes”). The TCEH Intercompany Notes
werepay dble-on-demand and accrued interest at a rate of LIBOR p lus 500 bps. While the TCEH Intercomp any Notes
were later restated to add EFIH as a guarantor, they were not repriced and remained pay éle-on-demand to TCEH. In
April 2011, TCEH’s senior lenders acknowledged the arm’s length nature of the TCEH Intercompany Notes in
connection withthe 2011 Amend & Extend T ransaction.
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In February and August 2012, EFIH issued new secured debt to raise $2 billion in the aggregate—$1.15
billion in February and $850 million in August 2012. Followingeach debt issuance, EFIH issued dividends to EFH —
$950 million in February 2012 and $680 million in January 2013. In February 2012 and January 2013, EFH repaid

$1.65 billion in the aggregate to TCEH. Thesep ayments satisfied EFH’s principal and contractual interest obligations
underthe T CEH Intercompany Notes.

Prior to thepetition date, Aurelius Cap ital M aster Ltd. and ACP M aster Ltd. (collectively, “Aurelius”) filed a
creditor derivative suit in Texas against EFCH and its directors. Aurelius sought goproximately $725 million in lost
interest expenses on the theory tha the interest rate on the TCEH Intercompany Notes was below-market rate and
TCEH/EFCH were insolvent during the period, such that the loans constituted fraudulent transfers of EFCH and that
the directors thus breached their fiduciary duty in allowing the fraudulent transfers. While the Texas court dismissed
the prepetition complaint against EFCH and its directors based on Texas standing law, these potential claims could be
re-asserted in the Chapter 11 Cases.

The terms of the TCEH Intercomp any Notes to TCEH would likely be disputed. It could be argued that the
interest rate on the TCEH Intercompany Notes—which averaged between 55% and 6.0%—should have been higher,
and that even if the rate was reasonable when the TCEH Intercompany Notes were originated in 2007, TCEH should
have demanded repayment or declined to make further advances once the rate diverged from the market rate on EFH
notes. On the other hand, defendants would likely argue that LIBOR plus 500 bps was market rate for EFH notes in
2007, tha EFH did not breach the TCEH Intercompany Notes, and that senior lenders ratified the terms of the TCEH
Intercompany Notes in 2011. Furthermore, defendants would likely argue tha TCEH’s Board regularly evaluated the
option to demand rep ayment, but decided against doing so for justifiable businesses reasons. Finally, defendantswould
argue that TCEH reasonably believed that EFH and EFIH had the ability to repay the Intercompany Demand Notes
when ademand was made, as evidenced by the successful repaymentin 2013.

EFH’s repayment of the TCEH Intercompany Notes in January 2013 oould also be challenged as a
constructive fraudulent transfer. Although this repayment on account of an antecedent debt lies outside the one-y ear
preference period for insider transactions under Section 547 (b)(4)(B) of the Bankruptcy Code, some states recognize a
cause of action to recover a payment to an “insider” on account of an antecedent debt under a fraudulent transfer
theory, thus pemitting a debtor to leverage the goplicable state law statute of limitations to challenge such payments.
Whether ap plicable law recognizes such a cause of action would likely be disputed.

It could also be argued that EFIH’s debt issuances, cash dividends to EFH, and EFH’s payments to TCEH
should be collapsed, because EFIH, EFH, and TCEH each had knowledge of the other transactions, and the note
repayments in February 2012 and January 2013 could not have occurred without EFIH’s debt issuances and cash
dividends. If the transactions are collgpsed, it could be argued tha EFIH did not receive reasonably equivalent value
because, among other reasons, EFIH received little direct consideration for its contributions to the transaction.
Defendants would respond tha even if the transactions are collapsed, EFIH received reasonably equivalent value in
that it was released as a guarantor ofthe $1.65billion TCEH Intercompany Notes.

(V) EFH and EFIH Holdings of TCEH Debt.

A disputed issue will be whether EFH and/or EFIH can use their respective holdings of TCEH unsecured
notes and/or TCEH First Lien Claims to set off their liabilities, if any, on T CEH’s claims against them.

(vii) Luminant “Makewhole” Payments.

Luminant Generation was obligated to make p ayments to Oncor Electric under two “make-whole” agreements

entered into in connection with the deregulation of the electric utility industry in Texas effective January 1, 2002. In

| accordance with aPUCT order issued as part of deregulation, Oncor Electric issued securitization (transition) bonds to
recover generation-related regulatory assets, with the principal and interest on the bonds recoverable through a
transition surcharge to its customers. In accordance with the Master Sep aration Agreement dated December 14, 2001,

| Luminant entered into the January 1, 2002 Tax Make-Whole Agreement to reimburse OaeersOncor Electric’s
incremental taxes related to the transition surcharges it collected. Luminant also entered into the January 1, 2004
Interest M ake-Whole Agreement to reimburse Oncor Electric for interest expenses on the financing of the transition
bonds. Under the Interest Make-Whole A greement, Luminant agreed to “reimburse’” Oncor Electric for “the difference
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between the present value and book value of the Generation-Related Regulatory Assets,” as required by the terms of
the M aster Sep aration Agreement.

In the Spring of 2012, Oncor Electric initiated discussions regarding settling Luminant’s obligations under the
Taxand Interest M akewhole Agreements in order to reduce its overall exposure to TCEH. Oncor_Electric agreed to
accept a one-time p ayment of approximately $159 million in settlement of Luminant’s obligations to Oncor Electric
through 2016 but requested that EFIH act as an intermediary in the proposed settlement.  In August 2012, EFIH
purchased those obligations from Onoor_Electric for approximately $159 million (the “August 2012 M akewhole
Payment”). In September 2012, Luminant paid EFIH the same amount—approximately $159 million—in full
satisfaction of its obligations under both agreements (the “September 2012 M &kewhole Payment™). One or both of
thesetransactions could be challenged as constructive fraudulent transfers.

EFIH’s solvency as of its August 2012 M akewhole Pay ment would likely be a disputed issue. It could be
argued that EFIH was not solvent at that time because, among other things, its liquidity generally depended on
intercompany cash flows from EFH, Onoor_Electric, and TCEH. Onoor_Electric, however, ocould point to
contemporaneous evidence that EFIH was solvent, including its successful issuance of $600 million Senior Secured
Second Lien Notes in August 2012.

Whether EFIH received reasonably equivalent value for the August 2012 Makewhole Payment would also
likely be disputed. It could be argued that EFIH should have paid Oncor Electric less than Luminant would pay EFIH,
because EFIH accepted litigation risk without apotential benefit. Onoor_Electric would likely respond by emphasizing
the benefits it received from Luminant’s early settlement. For instance, Oncor Electric could argue that EFIH
benefitted because without the settlement, Oncor_Electric might have withheld dividends to EFIH to comp ensate for its
exp osureto Luminant’s credit risk—exacerbating EF IH’s liquidity situation.

It could also be argued that the September 2012 M &kewhole Pay ment should be avoided. Creditors may argue
that Luminant did not receive reasonably equivalent value. Although this repayment on account of an antecedent debt
lies outside the one-y ear p reference period for insider transactions under Section 547 (b)(4)(B) of the Bankruptcy Code,
some states recognize a cause of action to recover a payment to an “insider” on account of an antecedent debt under a
fraudulent transfer theory, thus permitting a debtor to leverage the applicable state law staute of limitations to
challenge such payments. Whether applicable law recognizes such a cause of action would likely bedisputed.

Luminant’s solvency as of its September 2012 Makewhole Payment would also likely be contested. It could
be argued that EFH acknowledged that it and TCEH were balance sheet insolvent at least as of February 18, 2011,
when EFH issueditsannual rep ort for 2010.

(vii)  Shared Services.

EFH Comorae Services Company provides shared services to TCEH and its subsidiaries (among other
entities). Costs of those services—including management fees paid to the Sponsor Group—have historically been
allocated among the entities tha receive the services. Before 2013, the comp anies’ arrangements concerning shared
services were not reflected in a written agreement. In 2013, EFH and its subsidiaries entered a Shared Services
Agreement to memorialize these practices. Between 2007 and 2014, TCEH paid more than $1.3 billion for services
provided through EFH Corporate Services Company.

Payments madeby TCEH for shared services could be challenged as constructive fraudulent transfers to or for
the benefit of EFH or EFIH on the grounds that TCEH overpaid for its share of the services and that EFH and EFIH
received and did not pay for services that were paid for by TCEH. EFH Corporate Services’ primary defenses to such
claims would likely be (a) tha TCEH received reasonably equivalent value in the form of services rendered; (b) that
TCEH was solvent at the time that a large portion of the payments were made; and (c) that the avoidance of certain
payments are barred by the statute of limitations. EFH’s and EFIH’s primary defenses to such claims would likely be
thesame and that theallocations were fair based on actual usage of services.
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(i) Intercompany Tax Issues Related to Tax Sharing.

(A) Intercompany Tax Payables and Recivables Reflected in
the Debtors’ SOFAs and Schedules.

As of the Petition Date, the Debtors’ books and records reflected several intercompany tax payables and
receivables. These amounts were also included in the Debtors’ SOFAs and Schedules, and were initially not marked as

contingent, unliquidated, or disputed. Specifically, the Debtors” books and records, as well as the SOFAs and
Schedules, included:

e apayable of approximately $129 billion owed from Luminant Generation Company LLC (“ Luminant
Generation”)to EFH;

e apayableofapproximately $754 million owed from EFHto TCEH;

e apayableof approximately $2.9 million owed from TXU Energy Retail Company LLC (‘TXU Energy
Retail”) to EFH;

e apayable of approximately $1.4 million owed from Luminant Energy Company LLC (“Luminant
Energy”) to EFH; and

e apayableofapproximately $5.4 million owed from EFHto FCEECH.

These intercompany tax payables primarily relate to the goplication of the Competitive Tax Allocation
Agreement (executed in May 2012) entered into among certain Debtors to two tax settlements with the IRS: (1) the
settlement of certain issues related to the 19972002 taxable y ears (the“2002 Settlement”) and (2) the settlement of the
2003-2006 taxable y ears (the“2006 Settlement”). ! s
hasnotyetbeenfinalized. *

Various aspects of the above payebles and receivables are disputed. These disputes relate to, among other
issues, (i) the language of the Comp etitive Tax Allocation Agreement (the “TAA”) and whether the claims by and
against EFH should be netted against each other under the TAA, (ii) whether the claims were calculated correctly, (iii)
whether the TAA aplies to all of the tax years governed by the IRS Settlements, (iv) whether the tax sharing
methodology used by the Debtors was consistent withthe T AA, and (v) p otential other issues.

(B) 2013 Cash Tax Sharing Payment.

In adition to the intercompany tax payales discussed above, in 2013, TCEH made a cash tax sharing
payment of goproximately $101.7 million to EFH for both federal and state taxes ($84.4 million of which related to
federal taxes, with the rest relating to state taxes). This cash tax sharing payment relates to issues addressed by the
2002 Settlement that are not reflected in the pay ables discussed above.

This payment could be challenged as an avoidable preference under the Bankmuptcy Code or as an “insider”
fraudulent transfer under state law. EFH would likely counter that there are defenses to such a claim, includingthat the
payment was made in the ordinary course of the Debtors” business. Whether the ordinary course of business defense
ap p lies under this factual scenario would likely bedisputed.

© Claims for Breach of Fiduciary Duty and Aiding and Abe tting.

The transactions discussed above could also be the subject of claims for breach of fiduciary duty against the
Debtors’ directors and managers. First, it could be alleged that in approving transactions that arguably dissipated the
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Debtors’ assets, the directors and managers failed to exercise due care. Second, it could be alleged that in approving
intercompany transactions in which they were arguably not disinterested, the directors and managers breached their
duty of loyalty.

The timeliness of any such claims may be disputed to the extent that the transactions took p lace outside the
relevant statute of limitations, which may beshorter than the statute of limitations for afraudulent transfer claim.

The standard of review on any such claim would also likely be adisputed issue. The directors and managers
would likely argue that the business judgment rile applies. The business judgment mle is “a rebuttable p resumption
that in making a business decision the directors of a corporation acted on an informed basis, in good faith and in the
honest belief that the action taken was in thebest interests of the company™; if satisfied, the directors and managers will
notbe “questioned” or ““‘second guessed” i their conduct of corporate affairs. ASARCO LLC v. Americas Min. Comp.,
396 B.R. 278, 405 (S.D. Tex 2008). It could be argued, however, that claims related to certain transactions should be
reviewed under the entire fairness standard, under which a director or manager must prove both fair dealing and fair
price. See, e.g., Weinberger v. UOP, Inc., 457 A2d 701, 711 (Del. 1983). Whether the directors and managers
satisfied their duties under either standard will also likely bedisp uted.

The directors and managers would also likely argue that, to the extent they are liable for any breach of
fiduciary duty, the Debtorsare obligated to indemnify them.

The transactions disaussed above could also be the subject of claims for aiding and abetting a breach of
fiduciary duty. It could be alleged, for instance, that although the Sponsor Group did not directly owe duties to the
Debtors, they played akey role in causing the Debtors’ directors or managers to allegedly breach their duties. See, e.g.,
ASARCO, 396 BR. at 415-16. Whether there was in fact an underly ing breach, and whether the Sponsor Group had a
hand in causing that breach, will be disputed issues. Moreover, the Sponsor Group would likely argue tha, to the
extent they areliable forany breach of fiduciary duty, the Debtors are obligated to indemnify them.

(d) Claims Relating to the Rabbi Trusts.

EFH maintains three rabbi trusts in connection with its two non-qualified benefits programs: (a) a
contributory, non-qualified defined contribution plan that permits participants to voluntarily defer a portion of their
base salary and/or annual incentive p lan bonuses, known as the Salary Deferral Program, and (b) a non-contributory,
non-qualified pension plan that provides retirement benefits to particip ants whose tax-qualified pension benefits are
limited due to restrictions under the Internal Revenue Code and/or deferrals to other defined benefit programs, known
as the Second Supplemental Retirement Plan (collectively, the “Non-Qualified Benefit Programs™). Obligations under
the Non-Qualified Benefit Programs are, in part, funded by rebbi trusts owned by EFH Cormp. Asof the Petition Date,
the rabbi trusts are overfunded. As of the Petition Date, the rabbi trust for the Salary Deferral Program had
approximately $9.9 million in assets and the rabbi trusts for the Second Supplemental Retirement Plan had
approximately $13.8 million in assets.

The TCEH Junior Creditors have sought standing to prosecute a claim asserting that under the terms of the
rabbi trust agreements, if EFH Co1p . or any of the “Particip ating Emp loy ers” (i.e., TCEH and its subsidiaries) becomes
insolvent, the assets in the trust become available for the benefit of general creditors of EFH and the Participaing
Employers. EFH Com. will likely dispute this conclusion, at least with respect to the Salary Deferral Program. EFH
Cormp. will likely argue that the Plan and T rust Agreements related to the Salary Deferral Program provide that assets in
the trlust shall be used to satisfy the claims of EFH Co1p.’s creditors and do not make any reference to the Particip ating
Emp loyers.

4. Discharge of Claims and Termination ofInterests.

Pursuant to section 1141(d) of the Bankruptcy Code, and except as otherwise sp ecifically provided in thePlan
or in any contract, instrument, or other agreement or document created pursuant to the Plan, the distributions, rights,
and treatment tha are provided in the Plan shall be in complete satisfaction, discharge, and release, effective as of the
Effective Date, of Claims (includingany Intercompany Claims resolved or compromised after the Effective Dae by the
Reorganized Debtors), Interests, and Causes of Adion of any nature whatsoever, including any interest accrued on
Claims or Interests from and after the Petition Date, whether known or unknown, against, liabilities of, Liens on,
obligations of, rights against, and Interests in, the Debtors or any of their assets or prop etties, regardless of whether any
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property shall havebeen distributed or retained pursuant to the Plan on account of such Claims and Interests, including
demands, liabilities, and Causes of Action that arose before the Effective Date, any liability (including withdrawal
liability) to the extent such Claims or Interests relate to services performed by employ ees of the Debtors before the
Effective Date and tha arise from a termination of emp loyment, any contingent or non-contingent liability on account
of representations or warranties issued on or before the Effective Date, and all debts of the kind sp ecified in sections
502(g), 502(h), or 502(i) of the Bankruptcy Code, in each case whether or not: (1) a Proof of Claim based upon such
debt or right is Filed or deemed Filed pursuant to section 501 of the Bankruptcy Code; (2) a Claim or Interest based
upon such debt, right, or Interest is Allowed pursuant to section 502 of the Bankruptcy Code; or (3) the Holder of such
a Claim or Interest has accepted thePlan. Any default or “event of default” by the Debtors or A ffiliates with resp ect to
any Claim or Interest that existed immediately before or on account of the Filing of the Chgpter 11 Cases shall be
deemed ared (and no longer continuing) as of the Effective Date. The Confirmation Order shall be a judicial
determination of the discharge of all Claims and Interests subject to the Effective Date occurring.

5. Release ofLiens.

Except as otherwise spedficlly provided in the Plan or in any contract, instrument, release, or other
agreement or document created pursuant to the Plan, on the Effective Date and cncurrently with the
applicable distributions made pursuant to the Plan and, in the case ofa Seaured Claim, satisfaction in full of the
portion of the Seaured Claim that is Allowed as of the Effective Date, except for Other Seaured Claims that the
Debtorselect to Reinstate in accordance with Artide 111.B.1, 111.B.2216, or 111.B.2726 of the Plan, all mortgages,
deeds of trust, Liens, pledges, or other seaurity interests against any property of the Estates shall be fully
released and discharged, and all of the right, title, and inte rest of any Holde r of such mortgages, deeds of trust,
Liens, pledges, or other seaurity interests shall revert to the Reorganized Debtors and their sucessors and
assigns, in each case, withoutany furthe r approval or orde r of the Bank ruptcy Court and withoutany action or
Filing being re quired to be made by the Debtors.
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6. Releases by the Debtors.

In addition to any release provided in the Settlement Order, pursuant to section 1123(b) of the
Bankruptcy Code, for good and valuable conside ration, on and after the Effective Date, each Released Party is
deemed released and discharged by the Debtors, the Reorganized Debtors, and their Estates from any and all
Claims and Causes of Action, including Claims and Causes of Action identified, claimed, or released in the
Standing Motions, the Litigation Letters, or the Disinterested Directors Settlement, as well as all other Claims
and Causes of Action, whether known or unknown, including any derivative claims, asserted on behalf of the
Debtors, that the Debtors, the Reorganized Debtors, or their Estates would have been legally entitled to assertin
their own right (whether individually or wllectively) or on behalf of the Holder of any Claim or Interest, based
| on or relating to, or in any manner arising from, in whole or in part, the Debtors (including, the management,
ownership or operation thereof), the Debtors’ in- or out-of-court restructuring efforts, intercompany
transactions (induding dividends paid), transactions pursuant and/or related to the Master Separation
Agreement dated December 12, 2001, the TCEH Credit Agreement, the TCEH First Lien Notes, the Cash
Collate ral Order (and any payments or transfers in connection the rewnh) the IC_EI:I_El.EsI_Llan_In.te_mm_sto_r

3Ian Sunoort Aareement the EFIH First Llen Settlement or anv Restrucjunna TransaCHQ&_QintaQt.
nstrument release or other aureementor document ( ndudlnu DI’OVICIlnG any Ieaal opinion requested by any

Aureement he Dlscj_osure Statement the Plan the Tramamnn Agreements, the DIP Facnmes the Chaoter 11
Cases, the f ing of the Chanter 11 Cases, the Dursmt of Conﬁrmatlon the DUI’SUIt of Consummat]on the

Tax Shanng Agreements, the 2007 Acqmsmon the Management Agreement the 2009 amendment to the TC EH
Credit Agreement, the 2011 Amend and Extend Transactions, the 2005 Onor Transfer, the 2013 Rewolver
Extension, the Luminant Makewhole Settlement, the Tax and Interest Makewhole Agreements, the TCEH
Inte rcompany Notes, the Shared Senviees, any preference or awidance claim pursuant to sections 544,547, 548,
and 549 of the Bankruptcy Code, the formulation, preparation, disssmination, negotiation, or Filing of the
Terminated Restructuring Support Agreement, the Plan Support Agreement, the EFIH First Lien Settlement,
or any Restructuring Transaction, cmntract, instrument, release, or other agreement or document (including
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providing any legal opinion requested by any Entity regarding any transaction, contract, instrument, document,
or other agreement contmplated by the Plan or the reliance by any Released Party on the Plan or the
Confirmation Order in lieu of such legal opinion) created or entered into in connection with the Plan Support
Agreement, the Terminated Restructuring Support Agreement, the Disclosure Statement, the Plan, the
Transaction Agreements, the DIP Facilities, the Chapter 11 Cases, the filing of the Chapter 11 Cases, the pursuit
of Confirmation, the pursuit of Consummation, the administration and implementation of the Plan, including
the issuance or distribution of Seaurities pursuant to the Plan, or the distribution of property under the Plan,
the Transaction Agreements, or any other related agreement. or unon anv other act or omission. transaction,
aareement, event, or other occurrence taking place on or before the Effective Date-_telated or elated to the
foregoing. Notwithstanding anything to the contrary in the foregoing, the releases set forth above do not release
any post-Effective Date obligations of any party or Entity under the Plan, any Restructuring Transaction, or

any document, instrument, or agreement (including those set forth in the Plan Supplement) exeauted to
implementthe Plan.

8. Exculpation.

Except as othe rwise spedfically provided in the Plan, no Exaulpated Party shall have or inaur liability
for, and each Exaulpated Party is hereby released and exaulpated from, any Cause of Action for any claim
related o any act or omission in cnnection with, relating to, or arising out of, the Chapter 11 Cases, the
formulation, preparation, dissemination, negotiation, Filing, or temination of the Terminated Restructuring
Support Agreement and related prepetition transactions, the Disclosure Statement, the Plan, the Transaction
Doauments,the Plan Support Agreement,_the Transaction Agreements, or any Restructuring Transaction,
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contract, instrument, release or otheragreement or doaument (induding providing any legal opinion requested
by any Entity regarding any transaction, contract, instrument, doacument, or other agreement contemplated by
the Plan or the reliance by any Exaulpated Party on the Plan or the Confirmation Orderin lieu of such legal
opinion) created or entered into in connection with the Disclosure Statement, the Plan, the Plan Support
Agreement, the Transaction Agreements, or the DIP Facilities, the Filing of the Chapter 11 Cases, the pursuitof
Confirmation, the pursuit of Consummation, the administration and implementation of the Plan, including the
issuance of Seaurities pursuant to the Plan, or the distribution of property under the Plan, the Transaction
Agreements, or any other related agreement, exce pt for claims related to any act or omission that is dete rmined
in a final order to hawe constituted actual fraud, willful misconduct, or gross negligence, butin all respects such
Entities shall be entitled to reasonably rely upon the advice of counsel with respect to their duties and
responsibilities pursuant to the Plan. The Exaulpated Parties hawe, and upon completion of the Plan shall be
deemed to hawe, participated in good faith and in compliance with the applicable laws with regard to the
solidtation of, and distribution of, conside ration pursuant to the Plan and, therefore, are not,and on account of
such distributions shall not be, liable at any time for the violation of any applicable law, rule, or regulation
goveming the solicitation of acceptances or rejections of the Plan or such distributions made pursuant to the
Plan.

9. Injunction.

In addition to any injunction provided in the Setlement Order, exce pt as othe rwise expressly provided
in the Plan or for obligations issued or required o be paid pursuant to the Plan or the Confirmation Order, all
Entities that hawve held, hold, or may hold claimsor inte rests thathave been released pursuant to Artide VIII.C,
or Article VIILD, of the Plan, shall be discharged pursuant to Article VIILA, of the Plan, or are subject to
exaulpation pursuant o Article VIIILE, of the Plan, are pe rmanently enjoined, from and after the Effecti\e Date,
from taking any of the following actions against, as applicable, the Debtors, the Reorganized Debtors, or the
Released Parties: (i) commencing or continuing in any manner any action or other proceeding of any kind on
account of or in connection with or with respect t any such claims or interests; (ii)-enforcing, attaching,
collecting, or recovering by any manner or means any judgment, award, decree, or order against such Entities
on account of or in connection with or with respect to any such daims or interests; (iii) creating, pe rfecting, or
enforcing any lien or encumbrancee of any kind against such Entities or the property or the estates of such
Entities on account of or in connection with or with respect to any such claims or interests; (iv) asserting any
rightof setoff, subrogation, or recoupment of any kind against any obligation due from such Entities or against
the property of such Entities on account of or in connection with or with respect to any such claims or inte rests
unless such Entity has timely asserted such setoff right in a document Filed with the Bankruptcy Court
explicitly preserving such setoff, and notwithstanding an indication ofa claim or inte restor othe rwise that such
Entity asserts, has, or intends to presene any right of setoff pursuant to applicable law or otherwise ; and
(V)-_commendng or continuing in any manner any action or other proceeding of any kind on account of or in
connection with orwith respectto anysuch claimsorinterestsre leased or se ttled pu rsuant to the Plan.

10. Liabilities to, and Rights of, Gove rnmental Units.

Nothingin the Plan or the Confirmation Order shall release, discharge, or preclude the enforcement of: (i)
any liability to a Governmental Unit that is not a Claim; (ii) any Claim of a Governmental Unit arising on or after
the Effective Date;; other than taxes determined under the prompt determination procedure in Section 505 of the
Bankruptcy Code, to the extent applicable; (iii) any liability to a Governmental Unit on the part of any Entity other
than the Debtors or Reorganized Debtors; or (iv) any valid right of setoff or recoup ment by any Governmental Unit.
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VL Confirmation of the Plan

A. The Confirmation Hearing.

The Bankruptcy Court entered the Confirmation Scheduling Order attached to this Disclosure Statement as
Exhibit Ll Whld’l (a) scheduled certaln dates and deadlines in oonnectlon wnh the D_lsdgmte_StaIemmLPmoeedlngp

establlshed certaln p rotocols |n connectlon wrrh the Proceedlngs (the“P rotoools”) The schedule ofdates and deadlines
includes:

Approval of Disclosure Statement:

e Thursday, August 611, 2015, at 4:00 p.m. (prevailing Eastem Time) shall be the deadline by

which a‘ny&{)arty, including the Participaing Parties, must file any objections to the Disclosure
Statement.

. ; date and time of the start of the hearing for the
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The Protowls (a) establish the manner by which parties can initiate their participation in the Disclosure
Statement Proceedings or the Confirmation Proceedings, (b) make clear the scop e of the Confirmation Proceedings, (c)
delineate parameters for discovery, and (d) clarify certain processes relating to the Disclosure Statement Proceedings
and the Confirmation Proceedings. The Protowls will streamline and reduce unnecessary costs in the discovery
processes by requiring the coordination of requests for discovery; outlining the manner in which documents shall be
produced; placing defined limits on document requests, interrogatories, and depositions; barring discovery tha is
dup licative of prior discovery issued in the Chapter 11 Cases; and instituting a procedure for resolving any discovery
disputes. Given the number of parties that the Debtors anticip ae will disagree with and object to various terms of the
Plan and averments in this Disclosure Statement, the Protocols also p rovide for the Debtors to be relieved from the
page limit set forth in Local Rule 7007-2(a)(iv) when filing any brief or declaration in support of Plan confirmation or
ap proval of the Disclosure Statement.

At the Confirmation Hearing, the Bankruptcy Court will determine whether the Plan should be Confirmed in
light of both theaffirmativerequirements of the Bankruptcy Codeand any objections, ifany, that aretimely filed.

B. Requirements for Confirmation.
1. Requirements ofSection 1129(a) ofthe Bankruptcy Code.

Amongthe requirements for Confirmation are the following: (&) the Plan is accepted by all impaired Classes
of Claims and Interests or, if the Plan is rejected by an imp aired Class, that it “does not discriminate unfairly” and is
“fair and equitable” as to such Class; (b) the Plan is feasible; and (c) the Plan is in the “best interests” of Holders of
Claims and Holders of Intereststhat are Imp aired under its p rovisions.

At the Confirmation Hearing, the Bankruptcy Court will determine whether the Plan satisfies the requirements
of section 1129 of the Bankruptcy Code. The Debtors believe tha the Plan satisfies or will satisfy all of the necessary
requirements of chgpter 11 of the Bankruptcy Code. Specifically, in addition to other goplicable requirements, the
Deébtors believe that the Plan satisfies or will satisfy the goplicable Confirmation requirements of section 1129 of the
Bankruptcy Codeset forth below:

e ThePlan complieswith theapp licableprovisions of the Bankruptcy Code.

e TheDebtors, as the Plan proponents, have complied with the gpp licable provisions of the Bankruptcy
Code.

e ThePlanhas been proposed in good faith and not by any means forbidden by law.

e Any payment made or promised under the Plan for services or for costs and expenses in, or in
connection with, the Chapter 11 Cases, or in connection with the Plan and incident to the Chapter 11
Cases, will be disclosed to the Bankruptcy Court, and any such payment: (a) made before
Confirmation will be reasonable or (b) will be subject to the goproval of the Bankruptcy Court as
reasonable, if it is to be fixed after Confirmation.

e Either each Holder of an Impaired Claim or Interest will accept the Plan, or each non-acceptingHolder
will receive or retain under the Plan on account of such Claim or Interest, property of avalue, as of the
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Effective Date, that is not less than the amount that the Holder would receive or retain if the Debtors
were liquidated on that dateunder chapter 7 ofthe Bankruptcy Code.

e Exceptto the extent that the Holder of aparticular Claim agrees to a different treatment of its Claim,
the Plan provides that Administrative Claims and Other Priority Claims will be paid in full on the
Effective Date, oras soon thereafter as is reasonably practicable.

e At least one Class of Impaired Claims will have accepted the Plan, determined without including any
acceptance ofthe Plan by any insider holdinga Claim in that Class.

e Confirmation is not likely to be followed by liquidation or the need for further financial reorganization
of theDebtorsorany successors thereto under thePlan.

e All fees of the type described in 28 U.S.C. §1930, including the fees of the U.S. Trustee, will be paid
as ofthe Effective Date.

Section 1126(c) of the Bankruptcy Code provides that a class of claims has accepted a p lan of reorganizaion
if such plan has been accepted by creditors that hold at least two-thirds in amount and more than one-half in number of
the allowed claims of such class. Section 1126(d) of the Bankruptcy Code provides tha a class of interests has
accepted a plan of reorganization if such plan has been accepted by holders of such interests that hold at least
two-thirds in amountof theallowed interests of such class.

The Debtors believe that the Plan will be able to satisfy each of the 1129(a) confirmation requirements. To
determine whether the Plan meets the feasibility requirement, the Debtors have analyzed their ability to meet their
respective obligations under the Plan. Aspart ofthis analysis, the Debtors have prepared the Financial Projections for
theReorganlzed TCEHDeIeter—s attached to thls Dlsclosure Statemeat as Exhlblt E-and

gan a ] a ach incomporaed into this Disclosure
Statement by reference Based upon the Fmancral PrOJectlons the Debtors believe that the FCEH-Debtors will be a
viable operation following the Chapter 11 Cases, and that the Plan as—rt—relates-t-e-thﬂGEI:LDebter-S-W|II ‘meet the
feasrbrlrty requrrements ofthe Bankruptw Code A d ancia c gani

2. Best Interests of Creditors/Liquidation Analysis.

Pursuant to section 1129(a)(7) of the Bankmptcy Code, often called the “best interests test,” holders of
allowed claims must either (a) accept the plan of reorganization, or (b) receive or retain under the plan property of a
value, as of the plan’s assumed effective date, that is not less than the value such non-accepting holders would receive
orretain if thedebtors wereto beliquidated under chap ter 7 of the Bankruptcy Codeon such date.

To demonstrate compliance with the “best interests test,” the Debtors estimated a range of proceeds that
would be generated from a hypothetical chapter 7 liquidation in their liquidation for the TCEH Debtors
(the“Liquidation Analysis™), which is atached to thls Dlsclosure Statement as Exhibit Gﬂ and moorporated into thIS
Disclosure Statement by reference Aalp d 2 ated

In the Liquidation Analysis attached-to-this-Disclosure-Statement-as-Exhibit- Gfor the TCEH Debtors, the
Debtors determined a hypothetical liquidation value of the TCEH Debtors’ businesses if a chapter 7 trustee were
appointed and charged with reducing to cash any and all of the FCEH-Debtors’ assets. The Debtors comp ared this
hypothetlcal Ilquldatron value to the value and retums provrded for under the Plan w@m&
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As reflected in more detail in the Liquidation Analysisforthe TCEH Debtors, the Debtors beliee that
the value of any distributions if the Chapter 11 Cases were conwerted o cases under chapter 7 of the
Bankruptcy Code would not be greater than the value of distributions under the Plan. Readers should carefully
review theinformation in Exhibit GH in itsentirety.

3. Feasibility/Financial Projections.

Section 1129(a)(11) of the Bankruptcy Code requires that confirmation of the plan of reorganization is not
likely to be followed by the liquidation orthe need for further financial reorganization of the debtor, or any successor to
thedebtor (unless such liquidation or reorganiz ation is p roposed in the p lan of reorganiz ation).

Attached to this Disclosure Statement as Exhibit E, and incorporated into this Disclosure Statement by
reference are the unaudlted pro forma financial statementswﬂh regard to theReergam;eleEH-Debter-s-for-theﬂme

d . A
ijectlons cons1st ofa summaly of dstlmated key dnvers to the Debtors’ fmar101a1 performance over the projection
period (net generation, naural gas price, heat rate, and power price), an income statement, a cash flow statement and a
balance sheet assuming an Effective Date of March 31, 2016-and-are : e e an
thePlan-, In addition, a balance sheet has been provided as of the Effectlve Date Wlth pro forma adjustments to

account for (a) the reorganlz mgand related transactlons pursuant to the Plan and (b) the imp lementatlon of“fresh start”

4. Acceptance by Impaired Classes.

The Bankruptcy Code requires that, except as described in the following section, each impaired class of
claims or interests must accept a plan in order for it to be confirmed. A class that is not “impaired” under aplan is
deemed to have accepted theplan and, therefore, solicitation of accep tances with respect to the class is not required. A
class is “impaired” unless the plan: (a) leaves unaltered the legal, equitable, and contractual rights to which the claim
or the interest entitles the holder of the claim or interest; or (b) cures any default, reinstates the original terms of such
obligation, compensaes the holder for certain damages or losses, as goplicable, and does not otherwise alter the legal,
equitable, or contractual rights to which such claim or interest entitles the holder of such claim or interest.

Section 1126(c) of the Bankruptcy Code defines acceptance of a plan by a class of impaired claims as
acceptance by holders of at least two-thirds in dollar amount and more than one-half in number of non-insider allowed
claims in that class, counting only those claims that actually voted to accept or to reject the plan. Thus, a class of
claims will have voted to accept the plan only if two-thirds in amount and a majority in number actually voting cast
their ballots in favor of acceptance. For a class of impaired interests to accept a plan, section 1126(d) of the
Bankruptcy Code requires accep tance by interest holders that hold at least two-thirds in amount of the allowed interests
of such class, countingonly those interests that actually voted to accept or reject theplan. Thus, aclass of interests will
havevoted to accept thep lan only if two-thirds in amountactually votingcast their ballots in favor of accep tance.
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5. Confirmation Without Acceptance by All Impaired Classes.

Section 1129(b) of the Bankruptcy Code allows a bankruptcy court to confirm a plan even if all impaired
classes have not accepted the plan, provided that the plan has been accepted by a least one impaired class of claims.
Pursuant to section 1129(b) of the Bankruptcy Code, notwithstanding an impaired class rejection or deemed rejection
of the plan, the plan will be confirmed, at the plan proponent’s request, in a procedure commonly known as
“cramdown,” so longas the plan does not “discriminate unfairly ” and is “fair and equitable” with resp ect to each class
of claims or interests that isimp aired under, and has notaccep ted, thep lan.

(@) No UnfairDiscrimination.

Thistest goplies to classes of claims or interests that are of equal priority and are receiving different treatment
under a proposed p lan. The test does not require that the treatment be the same or equivalent, but tha the treatment be
“fair.” In general, bankmuptcy courts consider whether ap lan discriminates unfairly in its treatment of classes of claims
of equal rank (e.g., classes of the same legal character). Bankruptcy courts will take into account a number of factors in
determining whether a plan discriminates unfairly. Under certain circumstances, a proposed plan could treat two
classes of unsecured creditors differently without unfairly discriminatingagainst either class.

(b) Fairand Equitable Test.

This test goplies to classes of different priority and status (e.g., secured versus unsecured) and includes the
general requirement that no class of claims receive more than 100% of theamountoftheallowed claims in such class.

If any Impaired Class of Claims or Interests rejects the Plan, the Debtors reserve the right to seek
Confirmation of the Plan utilizing the ““cramdown” p rovision of section 1129(b) of the Bankmptcy Code. Sp ecifically,
to the extent that any Impaired Class rejects the Plan or is deemed to have rejected the Plan, the Debtors will request
Confirmation of thePlan, as it may be modified from time to time, under section 1129(b) of the Bankruptcy Code. The
Debtors reserve the right to alter, amend, modify, revoke, or withdrawv the Plan before Confirmation, including
amendingor modify ingthe Plan to satisfy therequirements of section 1129(b) of the Bankruptcy Code.

The Debtors submit that if the Debtors need to “cramdown” the Plan pursuant to section 1129(b) of the
Bankmptcy Code, the Plan is structured such that it does not “discriminate unfairly” and satisfies the “fair and
equitable” requirement. With respect to the unfair discrimination requirement, all Classes under the Plan are provided
treatment tha is substantially equivalent to the treatment that is provided to other Classes tha have equal rank. The
Deébtors believe that the Plan and the treatment of all Classes of Claims and Interests under the Plan satisfy the
foregoing requirements for cramdown.

Section 1129(b) of the Bankruptcy Code does not goply to Classes Al, A2, A3, A4, A5, A6, A7, A8, A9,

Al0,All, Al4,B1, B2,B8B3, B4, B5, B6, C1, C2, and C8C9 because those Classes are conclusively presumed to
acceptthePlan.

With respect to Classes that are entitled to vote and vote to reject the Plan, the fair and equitable test sets
different standards dependinguponthetypeof Claims or Interests in such class:

0] S ecured Claims.

The condition that a plan be “fair and equitable” to a non-accepting class of secured claims includes the
requirements tha: (A) the holders of such secured claims retain the liens securing such claims to the extent of the
allowed amount of the claims, whether the property subject to the liens is retained by the debtor or transferred to
another entity under the Plan; and (B) each holder of a secured claim in the class receives deferred cash payments
totaling at least the allowed amount of such claim with a value, as of the Effective Date, at least equivalent to the value

ofthesecured claimant’s interest in the debtor’s property subject to theliens.
(i) Unsecured Claims.
The condition that a plan be “fair and equitable” to a non-accepting class of unsecured claims includes the
requirement that either: (A) the plan provides that each holder of a claim of such class receive or retain on account of
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such claim property of a value, as of the Effective Date, equal to the allowed amount of such claim; or (B) the holder of
any claim or any interest that is juniorto the claims of such class will not receive or retain any property under thep lan
on account ofsuch junior claim or junior interest, subject to certain excep tions.

(iii) Interests.

The condition that a plan be “fair and equitable” to a non-accepting class of interests, includes the
requirements that either: (A) theplan provides that each holder of an interest in that class receives or retains under the
plan on account of that interest property of a value, as of the Effective Date, equal to the greatest of: (1) the allowed
amount of any fixed liquidation preference to which such holder is entitled, (2) any fixed redemption price to which
such holder is entitled, or (3) the value of such interest; or (B) if the class does not receive the amount as required under
(A) hereof, no class of interests junior to the non-acceptingclass may receive a distributionunder thep lan.

6. Valuation ofthe Debftors.

Evercore has performed the Valuation Analysis of Reorganized TCEH,
which is attached to this Disclosure Statement as Exhibit EG and incomporated into this Disclosure Statement by
reference.

Oncor Electric that has recelved mout from each of thelr credl or on |tuenQ|_es as well as a broad range of potential
third-p arty acquirers. This process included the Court-approved marketingp rocess pursuant to the Bidding Procedures

FFH Common Stock outstandlno |mmed|atelv after theMeroer and (b) the total Reoroamzed EFH ( Common Stock
ssued under the Plan immediately before the M erger, which would convert to New EFH Common Stock through the

diluted basis under the Merger. In addition, the Backstop Purchasers would receive approximately 4.0% of the total

New EFH Common Stock on a fully diluted basis as the backstop premium pay able to the Backstop Purchasers under

the Backsiop Agreement. This implies an aooroxunatelv $7 556 billion aaareuate valu_e_o_f_th_e_toIaLNﬂALEEI:l
dl{c a
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The Valuation Analysisw should be considered in conjundion
with the Risk Factors described in Section VIII, entitled “Risk Factors,” which begins on page 140, and the

Ree#gan-tz—eel—'FGEHFlnanual ijectlonsw atached to this Disclosure Statement as Exhibit E

ate The Valuation Analyses are based on

data and mformalon as of that date Readers should carefully review the mformatlon in Exhibit E, Exhibit F, and
Exhibit EG in itsentirety.

C. Condltlons Pre cedent to Conﬁrmatlon 0f the Plan.

It shall be a condition to Confirmation that the following shall have been satisfied or waived pursuant to the
provisions of Article IX.C ofthePlan:

@ the Bankruptcy Court shall have entered the Disclosure Statement Order, the Confirmation
Onrder, and the Settlement Order in a manner consistent in all material resp ects with the Plan
and—in-the-Merger—Scenarie, the Merger and Purchase Agreement and the Backstop
Agreement, each in form and substance reasonably satisfactory to the Debtors, the Plan

Sponsors and-the TCEH Suppomng First Lien Credltomwh_e
, he

(b) the Confirmation Order shall, anongotherthings:

0] authorize the Debtors and the Reorganized Debtors to take all actions necessary to
enter into, imp lement, and consummate the contracts, instruments, releases, leases,
indentures, and other agreements or documents created in connection with the
Plan;

(ii) decree that the provisions of the Confirmation Order and the Plan are nonseverable
and mutually dependent;

(i) authorize the Debtors and Reorganized Debtors, as applicable/necessary, to:
(i) implement the Restructuring Transactions; (ii) issue and distribute the
Reorganized EFH Common Stodk;

Stock), the New Reorganized TCEH Debt, the Reorganized TCEH Common
Stock, the common stodk of the Preferred Stock Entity, the Reorganized TCEH

| Sub Preferred Stodk, the Contingent-\alue Rightsifanythe New EFH Common
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Gemmenétedeﬁ—aqy—and-theth_e_Reorgamzed EFIH Membershlp Interests—nc
any; and the New Reorganized EFIH Debt, each pursuant to the exemption from
registration under the Securities Act provided by section 1145 of the Bankruptcy
Code or other exemption from such registration or pursuant to one or more
registration statements; (iii) make all distributions and issuances as required under
the Plan, including Cash, the Reorganized EFH Common Stock, the Reorganized
EEH-M-erger Common-StocktheNew Reorganized TCEH Debt, the Reorganized
TCEH Common Stock, the common stock of the Preferred Stock Entity, the
Reorganized TCEH Sub Preferred Stock, the New Reorganized EFIH Debt, the
Contingent-Value Rightsif any the Reorganized EFIH Membership Interests, if
apy—and the New EFH Common Stock—#-any; and (iv) enter into any agreements,
transactions, and sales of p roperty as set forth in the Plan Supplement; and

(iv) provide tha, pursuant to section 1146 of the Bankruptcy Code, the assignment or
surrender of any lease or sublease, and the delivery of any deed or other
instrument or transfer order in furtherance of, or in connection with, any transfers
of property pursuant to the Plan, including any deeds, mortgages, security interest
filings, bills of sale, or assignments executed in connection with any disposition or
transfer of assets contemplated under the Plan shall not be subject to any
document recording tax, stamp tax, conveyance fee, intangibles or similar tax,
mortgage tax, stamp act, real estate transfer tax, mortgage recording tax, or other
similar tax or governmental assessment, and upon entry of the Confirmation
Onrder, the appropriate state or local governmental officials or agents shall forgo
the collection of any such tax or governmental assessment and accept for filing
and recordation any of the foregoing instruments or other documents without the
pay mentofany suchtax, recordation fee, or governmental assessment.

D. Conditions Pre cedent to the Effe ctive Date.

It shall be a condition to the Effective Date that the following conditions shall have been satisfied or waived
pursuantto the provisionsof Article IX.C ofthePlan:

1.

the Confirmation Order and the Settlement Order shall have been duly entered in form and
substance reasonably acceptable to theD_elJ_to_Ls._th_eP lan Sponsors-and theTCEH Supportlng First
Lien Creditors,_a a

any waiting period applicable to theTaxFree Spin-Off under the HSR Act or similar law or
statute shall have been terminated or shall have expired and all governmental and third party
approvals and consents that are necessary to implement and effectuate the Fax-Free-Spin-Off,
including from the FERC, PUC, NRC, and FCC, as app licable, shall have been obtained and shall
remain in full force and effect;

4.

Eauity Investment the Vleraer the REIT Reoroanlzatlon and the tramamnns oontemolated

—the Private Letter Rulinashall have been obtained, which shall remain in full force and effect and

shall be reasonably satisfactory to EFH Comp., TCEH,_the Plan Sponsors, and the TCEH
Supporting First Lien Creditors; provided, however, that: -(aX) the failure of the Private Letter
Rulingto contain-any-ruhingthatis-not-a-Required-Rulingor any of the following rulings shall not
be grounds for concludina the Private Letter Ruling is not reasonably satisfactory to eitherany of
EFH Com., TCEH, e+the Plan Sponsors, and the TCEH Supporting First Lien Creditors: -(i)_the
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Contribution, the Reorganized TCEH Conversion and the Distribution qualify as a
“reorganization” within the meaning of Section 368(a)(1)(G) of the Code; (ii) the Distribution
congtitutes a transaction qualifying under Sections 355 and 356 of the Code; and (iii)the
Contribution, the Reorganized TCEH Conversion and the Distribution are not used principally as a
device for the dlstrlbutlon of earnings and profits of the Company or Reorganlzed TCEH—éwg-the

ahel—(bM) the fallure of the Prlvate Letter Rullng to mclude any one or more of the Requwed
Rulings will be grounds for concluding the Private Letter Ruling is not reasonably satisfactory;
provided, further, however, that (xA) a particular ruling that, in the reasonable determination of
EFH Comp., TCEH,_the Plan Sponsors, and the TCEH Supporting First Lien Creditors, covers
substantially the same subject matter as any one or more of the Required Rulings shall not be
grounds for concludina the Private Letter Ruling is not reasonably satisfactory to EFH Com.,
TCEH, esthe Plan Sponsors, and the TCEH Supporting First Lien Creditors due to its failure to
include such particular Required Ruling; (¥B) in the event a specific Required Rulingis not given
because the IRS communicates that there is no substantial issue with respect to the requested
ruling, the absence of such ruling shall not be grounds for concludina the Private Letter Ruling is
not reasonably satisfactory to EFH Coip., TCEH, e+the Plan Sponsors, and the TCEH Supporting
First Lien Creditors provided that EFH Com. obtains an opinion of nationally recognized tax
counsel, in form and substance acceptable to the Plan Sponsors and the TCEH Supporting First
Lien Creditors in their reasonable discretion, at a “will” level with resp ect to the issue that was the
subject of the Required Ruling; or #C) a pre-filing agreement (including an agreement in
accordance with Revenue Procedure 2009-14) or closing agreement with the IRS shall be
acceptable in lieu of any such specific Required Ruling, provided that such agreement is both (i)
binding on the IRS to the same deoree as a private letter ruling or is otherwise acceptable to EFH
Com., TCEH,_the Plan Sponsors, and the TCEH Supporting First Lien Creditors in their
reasonable discretion and (i) contains, in the reasonable determination of EFH Corp., TCEH the
Plan Sponsors, and the TCEH Supporting First Lien Creditors, conclusions that are substantially
similar, and have substantially the same practlcal effect to those contamed in the Requlred
Rullngs—ex provided g 3

be orounds for concj_udnathe Prlvate Letter Rulmo is not reasonablv S |sfactorv to EFH Comp

TICEH ortheTCEH Suooortlno Flrst Lien Cred|tors provided, further, however that the failure

5. —intheMuercerScenardo— the Debtors shall have obtained the Required Opinions, and such
opinions havenot been withdrawn, rescinded, oramended;
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6-7.___all conditions to the comp letion of the transactions contemp lated by the Transaction Agreements
shall have been satisfied or shall have been waived by the party entitled to waive them, and the
transactions contemplated by the Transaction Agreements shall be completed substantially
simultaneously ontheEffective Date;

wthe Debtors shaII not have taken—smeethe—eﬁeetmedate—ef—the—tllah
Support-Agreement—_any action to change the entity classification for U.S. federal income-tax
pumoses of any Debtor entity-with-material-assets—, by changing itstheir legal form or otherwise,
Wlthout the consent of the Plan Sponsors TCEH, and the TCEH SJpportlng Flrst L|en Credltors

w& if such action by—EF—H—Ge#p—er
EFlH-does not directly affect the Contribution,_the Preferred Stock Sale, the Reorganized TCEH

Conversion, or the Distribution and does not prevent or delay EFH Corp. from obtaining the
Private Letter Ruling oradversely affect the Intended T ax-Eree Treatment;

: :
%QMI. eI

1011 the final version of the PlanM Supp lement and all of the schedules documents,
and exhibits contained therein ) pk )

shaIJ_b_e_m_formand substance reasonably acceptable to the D_dzto_r_s._th_e_PIan Sponsors, and the
TCEH Supportlng First Lien Credltorsq, mdm—&manneeeensustent—m—aﬂ-matenaLmspeet—swﬁh&

1112 all Allowed Professional Fee Claims anproved bv the Bankruptov Court shall have been
paid in full or amounts sufficient to pav such Allowed Professional Fee Claims after the Effective
Date have heen nlaced in the Professional Fee Fscrow Account pending approval of the
Professional Fee Claims by the Bankruptcy Court; and

1213 the Debtors and Oncor shall have imp lemented the Restructuring T ransactions, including
the Tax-Eree-Spin-Off-and—in, the Merger-Scenario;, and the-Merger and Equity Investment, in
form and manner reasonably acceptable to the Plan Sponsors and the TCEH Supporting First Lien
Creditors, and consistent in all material respects with the Plan-and—in-the Merger Scenario, the
Merger and Purchase Agreement, and the Backstop Agreement; provided, however, that
imp lementation or consummation of the Minority Buy-Out shall not be a condition to the
Effective Date,and
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the Intemal Revenue Code) 50°o or more of the equity |nterests 0 —FH Com. during the three—

vear period ending on the Effective Date or (C) changed its taxable vear to be other than the

calendar year.

E. Waiver of Conditions.

Except with respect to Article IX.BS11 of the Plan, the conditions to Confirmation and Consummation set
forth in this Section VImay be waived by the Debtors, including the Debtors acting at the direction of the Disinterested
Directors and Managers with respect to Confllct Matters with the consent of the Plan Sponsors-and,_th_e TCEH
Suppomng First L|en Credltors nd an ) an

Wlthheld)

F. Effect of Failure of Conditions.

and—Maeage#gm%h—FespeeHe—Genﬂm—Mattem—#H_anﬂLmatm_Q[ Consu mmatlon dees-net—eeew—wm respect to a

a ate, then, as to such Debtor: (1) thePlan shall be null
and v0|d in all resp ects; (2) any settlement or compromlse embod |ed in the Plan, assumption or rejection of Executory
Contractsor Unexpired Leases effected under thePlan, and any doaument or agreement executed pursuant to the Plan,
shall be deemed null and void; and (3) nothing contained in the Plan shall: (&) constitute a waiver or release of any
Claims, Interests, or Causes of Action; (b) prejudice in any manner the rights of such Debtor or any other Entity ; or
(c) constitute an admission, acknowledgement, offer, or undertaking of any sort by such Debtor or any other Entity.
Notwithstanding the foregoing, for the avoidance of doubt, the Settlement embodied in the Settlement Agreement shall
remain in full force and effect and the failure of Confirmation or Consummation to occur with respect to any or all
Debtors shall notaffect the Settlement orany provisions of the Settlement Agreement.
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VIL Voting Instructions

A. Overview.

The Solicitation Procedures, which are incorporated into this Disclosure Statement by reference and
summarized below, will be used to collect and tabulate votes on the Plan. Readers should carefully read the
information in the Disclosure Statement Order (attached hereto as Exhibit HI), particularly with respect to certain
votingprocedures applicable to Beneficial Holders and their Nominees.

THIS DISCUSSION OF THE SOLICITATION AND VOTING PROCESS AND THESOLICITATION
PROCEDURES IS ONLY ASUMMARY.

PLEASE REFER TO THE SOLICITATION PROCEDURES, ATTACHED AS AN EXHIBIT TO THE
DISCLOSURE STATEMENT ORDER (ATTACHED HERETO AS EXHIBIT HJ), FOR A MORE
COMPREHENSIVE DESCRIPTION OF THE SOLICITATION AND VOTINGPROCESS. IN THEEVENT OF
ANY DISCREPANCY BETWEEN THE SOLICITATION PROCEDURES AND INFORMATION IN THIS
SUMMARY, THE SOLICITATION PROCEDURES SHALL GOVERN.

B. Holders of Claims and Interests Entitled to Vote on the Plan.

Under the app licable p rovisions of the Bankruptcy Code, not all Holders of Claims and Interests are entitled to
voteon the Plan. The Debtors are soliciting votes to accept or reject thePlan only from the Voting Classes, composed
of Classes A4-AS-A8-AL-AS-AS-AL0 ALl _A13 B4 _B5 _BE BOB8 C3, C4, and C5. The Debtors are not
soliciting votes from Holders of the remaining Classes of Claims and Interests who are deemed to reject the Plan or are

presumed to accept the Plan because: (1) their Claims are being paid in full; (2) their Claims or Interests are being
Reinstated; or (3) they aredeemed to reject thePlan.

C. Voting Record Date.

The Voting Record Date-issudh-datethat is the date of the scheduled commencement of the hearing to
consider the Disdosure Statement. The Voting Record Date is the date on which it will be determined which
Holders of Claims and Interests in the Voting Classes are entitled to vote to accept or reject the Plan and whether

Claims or Interests have been properly assigned or transferred under Bankruptcy Rule 3001(e) such that an assignee
can voteastheHolder ofa Claim or Interest.

D. Voting on the Plan.

The Solicitation Procedures will beused to collect and tabulate votes on thePlan. The Solicitation Procedures
are incorporated into this Disclosure Statement by reference and attached as an exhibit to the Disclosure Statement
Onrder, which is attached as Exhibit HJ to this Disclosure Statement. Readers should carefully read the Solicitation

Procedures, particularly with respect to certain voting procedures goplicable to Beneficial Holders of Claims and
Interests in the VotingClasses.

Only the Voting Classes are entitled to vote on the Plan. Holders of all other Classes of Claims and Interests

are deemed to: (a) accept the Plan because (i) their Claims are being paid in full or (ii) their Claims or Interests are
being Reinstated; or (b) reject thePlan.

The Voting Deadline is 4:00 pm. (prevailing Eastem Time) on-October 7201510 days before the
hearing to approw the Disdosure Statement™ To be counted as votes to accept or reject the Plan, all Ballots and
Master Ballots must be properly pre-validated (if goplicable), executed, completed, and delivered (either by using the
retum envelope provided, by first class mail, overnight courier, or personal delivery) such tha they are actually
receivedon orbeforethe VotingDeadline by the Solicitation Agent as follows:
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DELIVERY OF BALLOTS

BALLOTS AND MASTER BALLOTS, AS APPLICABLE, MUST BEACTUALLY RECEIVED BY THE
SOLICITATION AGENT BY THE VOTING DEADLINE, WHICH IS 4:00 P.M. (PREVAILING
EASTERN TIME) ON-OCTOBER /201510 DAYS BEFORE THE HEARING TO CONSIDER
APPROVAL OF THE DISCLOSURE STATEMENT® AT THE FOLLOWING ADDRESSES:

FORALL BALLOTS OTHER THAN MASTER BALLOTS

VIAFIRST CLASS MAIL:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
P.O.BOX 4422
BEAVERTON, OREGON 97076-4422

VIA OVERNIGHT COURIER OR HAND DELIVERY:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
10300 SWALLEN BOULEVARD
BEAVERTON, OREGON 97005

FORMASTERBALLOTS

VIA FIRST CLASS MAIL, OVERNIGHT COURIER, OR HAND DELIVERY:

EFH BALLOT PROCESSING
C/O EPIQ BANKRUPTCY SOLUTIONS, LLC
777 THIRD AVENUE, 12™FLOOR
NEW YORK, NEW YORK 10017

IF YOURECEIVED AN ENVELOPEADDRESSED TO YOURNOMINEE, PLEASE ALLOW ENOUGH
TIMEWHEN YOU RETURN YOURBALLOT FOR YOURNOMINEETO CAST YOURVOTEON A
MASTER BALLOT BEFORETHEVOTING DEADLINE.

BALLOTS RECEIVED VIAEMAIL OR FACSIMILEWILLNOT BECOUNTED.

IF YOUHAVE ANY QUESTIONS ON THEPROCEDURE FORVOTING ON THE PLAN, PLEASE
CALL THE DEBTORS’ RESTRUCTURING HOTLINE AT:

(877) 276-7311

E. Ballots Not Counted.

No Ballot will be cunted toward Confirmation if, among other things: (1) it is illegible or contains
insufficient information to permit the identification of the Holder of the Claim or Interest; (2) it was transmitted by




Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 173 of 248

facsimile or other electronic means; (3) it was cast by, submitted by, or on behalf of an Entity that does not hold a
Claim or Interest in a Voting Class; (4) it was submitted by oron behalf of an Entity not entitled to vote pursuant to the
Plan, the Solicitation Procedures, or any order of the Bankruptcy Court; (5) it was sent to the Debtors, the Debtors’
agents/rep resentatives (other than the Solicitation A gent), an indenture trustee, an administrative agent, or the Debtors’
financial or legal advisors instead of to the Solicitation Agent; (6) it is unsigned; (7) it was signed by a trustee,
executor, administrator, guardian, atomey in fact, officer of a corporaion or otherwise acting in a fiduciary or
representaive capacity without indicating such cgpacity or submitting proper evidence to act on behalf of the
Beneficial Holder, if requested by the Debtors, the Solicitation Agent, the gop licable Nominee or its agent, or the
Bankruptcy Court; (8) it is not marked to either accept or reject the Plan or it is marked both to accept and reject the
Plan; 9) it is received by the Solicitation Agent after the Voting Deadline; (10) it was cast for a Claim or Interest that is
subject to dispute pending as of the Record Date (unless temporarily allowed in accordance with the Solicitation
Procedures); (11)with respect to Ballots voted by Beneficial Holders, the Ballot was sent to the Solicitation Agent
rather than the Beneficial Holder’s Nominee without beingp roperly pre-validated; (12) with respect to Ballots voted by
Beneficial Holders, the Holder or Nominee or Both simultaneously cast inconsistent Ballots; or (13) it is a Ballot voted
by a Beneficial Holder that was not retumed to the Beneficial Holder’s Nominee in time for the Nominee to includethe
Ballot in the M aster Ballot.

IF YOUHAVEANY QUESTIONS ABOUT THESOLICITATION ORVOTING PROCESS, PLEASE
CONTACT THESOLICITATION AGENT. ANY BALLOT RECEIVED AFTER THEVOTING
DEADLINEOROTHERWISENOT IN COMPLIANCEWITH THESOLICITATION PROCEDURES
WILL NOT BE COUNTED EXCEPT IN THE DEBTORS’ SOLE DIS CRETION.
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VIIL.  Risk Factors

Before taking any action with respect to the Plan, Holders of Claims and Interests who are entitled to
wote to aceptor reject the Plan should read and consider carefully the risk factors set forth below, as well as the
other information set forth in this Disdosure Statement, the Plan, and the documents delivered together
herewith, referred to, or incorporated by reference into this Disclosure Statement, including, the EFH Public
Filings, each of which is incorporated into this Disclosure Statement by reference, which add o and expand
upon many of the risk factors discussed in this Disdosure Statement. The risk factors should not be regarded as
constituting the only risks with respect to the Debtors’ business or the Restructuring and its implementation.
Each risk factor discussed in this Disclosure Statement may apply equally to the Debtors, the Debtors’ non-
Debtor affiliates, the Reorganized Debtors, Oncor Holdings, and Oncor_Electric, as applicable and as context
requires.  Additionally, references o Onesr’sOncor Flectric’s operations may, following the REIT
Restrycturing-(ifitocadrs),Reorganization, be references to OpCo’s operations. The following risk factors refer
generally to the Debtors as a matter of convenience, and specific references to the Debtors, the TCEH Debtors,
the BEFH Debtors, the EFIH Debtors, the Reorganized Debtors, Reorganized EFH, Reorganized EFIH,
Reorganized TCEH, or any other specific references, should not be interpreted as limiting any risk factor
discussed below.

A. Risks Related to the Restructuring.

1. The Debtors Have Filed Voluntary Petitions For Relief Under the Bankniptcy Code and Are
Subjectto the Risks and Uncertainties Associated with Bankruptcy Cases.

The Debtors have filed voluntary petitions for relief under chapter 11 of the Bankruptcy Code. For the
duration of the Chapter 11 Cases, the Debtors’ business and operations will be subject to various risks, ncluding, but
not limited, to thefollowing:

e the Debtors’ ability to consummate and implement the Plan (or one or more other plans of
reorganization with resp ect to the Chapter 11 Cases);

e the Debtors’ ability to obtain Bankruptcy Court, creditor, and regulatory approval of the Plan (or one
or more other p lans of reorganization with respect to the Chapter 11 Cases) and the effect of alternative
proposals, views, and objections of creditor committees, creditors, or other stakeholders, which may
make it difficult to consummate the Plan (or one or more other plans of reorganization with respect to
theChapter 11 Cases) in a timely manner;

e the Debtors’ ability to obtain Bankmptcy Court approval with respect to motions in the Chapter 11
Cases and the outcomes of Bankruptcy Courtrulings in the Chapter 11 Casesin general;

e risks associated with third party motions in the Chapter 11 Cases, which may interfere with the
Debtors’ business op erations, including additional collateral requirements, or ability to consummate
and implement the Plan (or one or more other p lans of reorganization with respect to the Chapter 11
Cases);

e increased costsrelated totheChapter11 Casesand related litigation;

e the Débtors’ ability to maintain or obtain sufficient financin g sources for op erations or to fund the Plan
(or any otherreorganization p lan) and meet futureobligations;

e asignificant increase in the amount of collateral required to engage in commodity related hedging
transactions;

e aloss of, or adisruption in the materials or services received from, suppliers, contractors, or service
providers with whom the Debtors have commercial relationships;
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e a material decrease in the number of TXU EnersyRetail’sEnergy’s electricity customers and a
material tarnishing of its brand;

e risk that parties in interest in the Chapter 11 Cases may seek to cause the PUCT to review the Debtors’
REP certifications;

e risks related to miningreclamation bondingobligations;
e potentialincremental increase in risks related to distributions from Oncor Electric;

e potential increased difficulty in retaining and motivating the Debtors’ key employees through the
process of reorganization, and p otential increased difficulty in attracting new emp loyees;

e significant time and effort required to be spent by the Debtors’ senior management in dealing with the
bankruptcy and restructuringactivities rather than focusingexclusively on business operations;

e the outcome of current or potential litigation regarding whether certain noteholders are entitled to
makewhole or redemption premiums and/or postpetition interest in connection with the treatment of
their claims in bankruptcy;and

e theoutcomeofcurrent orpotential litigation regarding intercompany Claims and/or derivative Claims.

TheDebtors will also be subject to risks and uncertainties with respect to the actions and decisions of creditors
and other third parties who have interests in the Chapter 11 Cases that may be inconsistent with the Debtors’ p lans.
These risks and uncertainties could affect the Debtors’ business and op erations in various ways and may significantly
increase thetime the Debtors haveto operate under Chagpter 11 bankruptcy protection.

Because of the risks and uncertainties associated with the Chapter 11 Cases, the Debtors cannot predict or
quantify the ultimate effect that events occurringduring the Chapter 11 Cases may have on the Debtors’ business, cash
flows, liquidity, financial condition, and results of operations, nor can the Debtors predict the ultimate impact that
events occurring during the Chapter 11 Cases may have on the Debtors’ corporate or cepital structure. For example, in
connection with the Chapter 11 Cases, certain of the Debtors’ creditors may seek, and receive, Bankmuptcy Court
approval to sell or otherwise transfer certain of the Debtors’ subsidiaries (or their assets) to satisfy liabilities owed to
such creditors. Any such transfer could result in significant tax liabilities for EFH Com. and its subsidiaries (excluding

Oncor Holdings, Oncor_Electric, and their ring-fenced affiliates and subsidiaries), which could reduce the recovery of
creditors.

The duration of the Chapter 11 Cases is difficult to estimate and could be lengthy. The Débtors will be
required to seek goprovals of the Bankruptcy Court and certain federal and state regulators in connection with the
Chépter 11 Cases, and certain parties may intervene and p rotest goproval, absent the imposition of conditions to resolve
theirconcerns. Theapprovals by governmental entities may bedenied, conditioned, or delayed.

TCEH and EFIH have entered into the TCEH DIP Facility and the EFIH First Lien DIP Facility respectively,
to, amongother things, p rovide liquidity and fund operational and restructuring-related exp enses duringthe Chapter 11
Cases and, in the case of the EFIH First Lien DIP Facility, to repay the EFIH First Lien Notes. If the Debtors fail to
comp ly with these covenants or an event of default occurs under the DIP Facilities, the Debtors’ liquidity, financial
condition, or operations may bematerially affected.

2. The Duration ofthe Chapter 11 Cases is Difficult to Estimate and Could Be Le ngthy.

Due-tolf the termination-ofCourt does not approve the RestructuringPlan Support Agreement_or confirm the
Plan, the Debtors are likely subject to more lengthy, costly and contentious Chapter 11 Cases. If the Debtors are unable
to file and solicit votes for a Chagpter 11 plan of reorganization prior to the expiration of the exclusivity period granted
by the Bankruptcy Court, then third parties can file ap lan, which would likely further exacerbate the length, cost and
contentiousness of the Chapter 11 Cases. Moreover, the duration of the Chapter 11 Cases is subject to the receipt of
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Bankruptcy Court gpproval for a Chapter 11 plan of reorganizaion and regulatory goprovals, the timing of which is
unpredictable.

The uncertainty surrounding a prolonged restructuring could also have other adverse effects on the Debtors.
Forexample, it could also adversely affect:

e theDebtors’ ability to raise additional capital;
e theDebtors’ liquidity;

e how the Debtors’ business is viewed by regulators, investors, lenders, credit ratin gs agencies and other
stakeholders; and

e theDebtors’ enterprise value.

If the Debtors are unéble to file a Chapter 11 plan of reorganization, or solicit the gopropriate votes for such
plan, in each case, prior to the expiration of the exclusivity period granted by the Bankruptcy Court (currenthy June
230ctober 29,2015 for filing a Chapter 11 plan of reorganization and Auga—st—st_a:embﬂLZQ 2015 for soliciting the
appropriate votes for such p lan G ), third parties could file
their own plan or p lans of reorgamzatlon Any such th|rd party p Ian orp Imswnl I|kely exacerbate the length, cost and
contentiousness of the Chapter 11 Cases.

The Debtors will be required to seek gprovals of the Bankruptcy Court and certain federal and state
regulators in connection with certain actions in the Chapter 11 Cases, including with resped to the Plan, and certain
parties may intervene and protest goproval, absent the imposition of conditions to resolve their concerns. The
ap provals by governmental entities may bedenied, conditioned or delay ed.

3. Openating in Chapter 11 May Restrict the Debtors’ Ability to Pursue Strategic and
Operational Initiatives.

Under chapter 11 of the Bankruptcy Code, transactions outside the ordinary course of business are subject to
the prior approval of the Bankmuptcy Court, which may limit the Debtors’ ability to respond in a timely manner to
certain events or take advantage of certain opportunities or to algt to changing market or industry conditions.
Additionally, the terms of the TCEH DIP Facility and the EFIH Eirst Lien DIP Facility may limitthe TCEH and EFIH
Debtors’ ability, respectively, to undertake certain business initiatives, includingtheir ability to:

e sell assets outsidethenormal course of business;

e consolidate, merge, sell, or otherwise dispose of all or substantially all of the respective Debtors’
assets;

e gant liens; and

e finance the respective Debtors’ op erations, investments, or other capital needs or to engage in other
business activities that may bein theresp ective Debtors’ interest.

If the TCEH or EFIH Debtors fail to comply with the covenants in their respective DIP Facility or an event of
default occurs under such DIP Facility, the respective Debtors’ liquidity, financial condition or operations may be
materially impacted.

4. The Debtors May Experience Increased Levels of Employee Attrition As a Result of the
Chapter11 Cases.

As a result of the Chapter 11 Cases, the Debtors may experience increased levels of emp loy ee attrition, and
the Debtors” emp loy ees likely will face considerable distraction and uncertainty. A loss of key personnel or maerial
erosion of employee morale could adversely affect the Debtors’ business and results of operations. The Debtors’

167
KE 3687241536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 177 of 248

ability to engage, motivate, and retain key emp loyees or take other measures intended to motivate and incentivize key
emp loyees to remain with the Debtors through the pendency of the Chepter 11 Cases is limited by restrictions on
imp lementation of incentive programs under the Bankruptcy Code. The loss of services of members of the Debtors’
senior management team could imp air the Debtors’ ability to execute the Debtors’ strategy and imp lement op erational
initiatives, which would be likely to have a material adverse effect on the Debtors’ financial condition, liquidity, and
results of op erations.

5. As a Result of the Chapter 11 Cases, the Debtors’ Historical Financial Information May Not
Be Indicative ofthe Debtors’ Future Financial Performance.

The Debtors’ capital structure will likely be significantly altered under any chapter 11 plan confirmed by the
Bankruptcy Court.  Under fresh-start accounting rules tha may apply to the Debtors upon the effective date of a
chapter 11 plan, the Debtors’ assets and liabilities would be adjusted to fair value, which could have a significant
imp act on the Debtors’ financial statements. Acoordingly, if fresh-start accounting rules apply, the Debtors’ financial
condition and results of operations followingthe Debtors’ emergence from chapter 11 would not be comparable to the
financial condition and results of operations reflected in the Debtors” historical financial statements. In connection with
the Chapter 11 Cases and the development of a chapter 11 plan, it is also possible that additional restructuring and
related charges may be identified and recorded in future periods. Such charges could be material to the Debtors’
consolidated financial p osition, liquidity, and results of operations.

In patticular, the Debtors’ corporate and capital structure will be significantly altered if the Plan is
consummated. On the Effective Date, EFH Cormp. will cease to hold a direct or indirect equity interest in assets or
liabilities of TCEH orany of T CEH’sdirect or indirect subsidiaries.

6. As a Result of the Chapter 11 Cases, Net Operating Losses and Other Tax Attributes Are
NotExpectedto be Available Upon Emergence From the Chapter 11 Cases.

As discussed in greater detail in Section VIIIE. 15 of th1s DlSClOSure Statement enntled “J;he—Stpuepwe—ef
thePotential Liability From OpCo Sep aration-H-a SRRES i A erario.” which begins
on page 168, the Debtors expect tha they will not have any net op eratlng Iosses oroﬂ"ler tax attrlbutes other than asset
basis, available to offset taxable income followingthe Effective Date.

7. The Outcome of Litigation Regarding Whe ther Noteholders are Entided to Any Make whole
or Redemption Pre miums and/or Postpetition Interest Is Uncertain.

The EFIH Debtors are engaged in litigation regarding whether noteholders of its outstanding notes are entitled
to receive a make-whole or redemption p remium in connection with the repayment of such notes, includingp ursuant to
a Chapter 11 plan of reorganization. -AsAssumingan Effective Dae of DecemberMarch 31, 20146, the total aggregate
amount of make-whole or redemption premiums that would beowed if such alleged claims were allowed claims would
be gpproximately $1-123-billien-890 million (of which $4326 million relates to the EFIH First Lien Notes, $3591
million relates to the EFIH Second Lien Notes and $100113 million relates to the EFIH PIK Senior Toggle Notes). In
these matters, the EFIH Debtors have requested-orexpect-torequest; orders from the Bankruptcy Court disallowing

such make-whole or redemption claims. See Note 13 to the Financial Statements in EFH Cormp. 10K for the fiscal y ear
ended 2014 foramore detailed discussion regarding these claims.

EFH Com. is also likely to become engaged in litigation or similar adversarial proceedings regarding whether
holders of its outstanding notes are entitled to receive a make-whole or redemption premium in connection with the
repayment of such notes, including pursuant to a Chapter 11 plan of reorganization. AsAssumingan Effective Date of
DecemberMardh 31, 20146, the total aggregate amount of make-whole or redemption premiums that would be owed if
such alleged claims wereallowed would be approximately $231rillion196million.

Moreover, creditors may make additional claims in the Chapter 11 Cases in mnnection with the repayment or

settlement of their prepetition debt such as indemnification claims or for the payment of fees and expenses incurred in
connection with litigating such claims.

In addition, creditors may assert claims for post-petition interest, including default interest, on their
outstanding notes in connection with the repayment of such notes, including pursuant to a Chater 11 plan of
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reorganization. Such amounts would be material, particularly if such postpetition interest were required to bepaid at the
contract rateas opposed to the federal judgment rate.

TheDebtors cannot predict whether any such litigation would be filed or, if filed, the ultimate outcome of any

such litigation or the Bankruptcy Court's determination regarding the validity orthe amounts payable in respect of any
such claim.

8. TCEH May Be Limited In Its Ability to Use Cash Should the TCEH Cash Collateral Final
OrderExpire.

The TCEH Cash Collateral Final Order expires in Odober 2015. TCEH may not be able to fully and
efficiently use its cash in the event that the TCEH Cash Collateral Final Order expires without TCEH being able to
agree with the Prepetition First Lien Creditors (as defined in the TCEH Cash Collateral Motion) to an extension or a
new cash collateral order that is approved by the Bankmuptcy Court. The TCEH Deébtors’ businesses and op erations are
cash-intensive and any restriction on their ability to use cash could have a material and adverse effect on TCEH’s
results of operations, liquidity and financial condition. Moreover, the expiration of the TCEH Cash Collateral Final
Order would cause an event of default under the TCEH DIP Facility , which could have a material and adverse effect on
TCEH s businesses, results of operations, liquidity and financial condition.

Required TCEH First Lien Creditors (as defined in the Plan Support Agreement) have agreed to support an extension
ofthe TCEH Cash Collateral Order on the terms set forth therein.

109.___Risks Related to the Debtors’ Substantial Debt.

(€)] The DIP Facilities May Be Insufficient to Fund the Debtors’ Cash Requirements
Through Their Emergence from Bankruptcy. In addition, the Debtors’
Independent Auditor’s Report on the Debtors’ Financial Statements Raises
S ubstantial Doubt About the Debtors’ Ability to Continue as a Going Concern.

For the duration of the Chapter 11 Cases, the Debtors will be subject to various risks, including, but not
limited, to (i) the inability to maintain or obtain sufficient financing sources for op erations orto fund any reorganizaion
plan and meet future obligations, and (ii) increased legal and other professional costs associated with the Chapter 11
Cases and the Debtors’ reorganiz ation.

TheDebtors believe that the DIP Facilities, p lus cash from operaions (in the case of TCEH) and distributions
received from Oncor Holdings (in the case of EFIH and EFH Com.), will be sufficient to fund the Debtors” anticip ated
cash requirements through thependency ofthe Chapter 11 Cases. However, if the Effective Date does not occur prior
to the maturity of the DIP Facilities or costs associated with the Chapter 11 Cases and the Debtors’ reorganization are

materially greater than anticipated, the Debtors may not have adequate liquidity or be able to obtain sufficient
additional financingon accep tableterms or at all.

In its report on the Debtors’ financial statements, which was publicly filed with the Securities and Exchange
Commission, the Debtors’ indep endent public accounting firm states that the uncertainties inherent in the bankmptcy
process raise substantial doubt about the Debtors’ ability to continue as a going concern.
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(b) The Debtors’ Substantial Leverage Could Adwrsely Affect Their Ability to Raise
Additional Capital to Fund Their Obligations, Limit Their Ability to React to
Changes in the Economy or Their Industry and Prevent the Debtors From Meeting
Obligations Under Their Various Debt Agreements.

The Debtors have up to $1.425 billion outstandingunder the TCEH DIP Facility and $5 4 billion outstanding
under the EFIH First Lien DIP Facility. The Debtors’ substantial leverage could have important consequences,

including:

making it moredifficult for the Debtors to make pay ments ontheir debt;

requiring a substantial portion of the Debtors’ cash flow to be dedicated to the payment of interest on
debt;

increasing the Debtors’ vulnerability to adverse economic, industry, or competitive developments;

limiting the Debtors’ ability to make strategic acquisitions or causing the Debtors to make non-
strategic divestitures;

limiting the Debtors’ ability to obtain additional financing for woiking capital and debt service
requirements;

limiting acquisitions or refinancing of existing debt;and

limiting the Debtors’ ability to adjust to changing market conditions and placing the Debtors at a
disadvantage compared to competitorswho are less highly leveraged and who, therefore, may be able
to operate at a lower overall cost (including debt service) and take advantage of opportunities that the
Debtors cannot.

11.10. Even ifthe Restructuring is Successful, the Debtors Will Continue to Face Risks.

The Restructuring is generally designed to reduce the amount of the Debtors’ indebtedness and cash interest
expense and improve each of their liquidity and financial and operational flexibility to generate long-term growth.
Even if the Restructuring is imp lemented, the Debtors will continue to face a number of risks, including certain risks
that are beyond the Débtors’ control, such as changes in economic conditions, changes in the Debtors’ industry, and
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changes in commodity prices. As a result of these risks and others, there is no guarantee tha the Restructuring will
achieve theDebtors’ stated goals.

B. Risks Related to Confirmation and Consummation of the Plan.
1. Conditions Pre cedent to Confirmation May Not Occur.

As more fully set forth in SectionMA.CArticle IX of the Plan, the occurrence of Confirmaion and the
Effective Date are each subject to a number of conditions precedent. If the conditions precedent to Confirmation are
not met or waived, the Plan will not be Coonfirmed, and if the conditions precedent to Consummation are not met or
waived, the Effective Date will not take place. In the event tha the Plan is not Cgonfirmed or is not Coonsummated,
the Debtors may seek Confirmation of a new p lan. However, if the Debtors do not secure sufficient working cap ital to
continuetheir operations or if thenew p lan is not confirmed, the Debtors may be forced to liquidate their assets.

2. Partiesin Interest May Object to the Plan’s Classification of Claims and Interests.

Section 1122 of the Bankruptcy Code provides that aplan may place a Claim or an Interest in a particular
Class only if such Claim or Interest is substantially similar to the other Claims or Interests in such Class. The Debtors
believe that the classification of Claims and Interests under the Plan complies with the requirements set forth in the
Bankruptcy Code because the Debtors created Classes of Claims and Interests, each encomp assing Claims or Interests,

as applicable, that are substantially similar to the other Claims or Interests, as goplicable, in each such Class.
Nevertheless, there can be no assurancethat the Bankruptcy Court will reach the same conclusion.

3. The Debtors May Not Be Able to Satisly Voteing Re quirements.

Pursuant to section 1126(c) of the Bankruptcy Code, section 1129(a)(7)(A)(i) of the Bankruptcy Code will be
satisfied with respect to the Voting Classes if at least two-thirds in amount and more than one-half in number of the
Allowed Claims in the Voting Classes that vote, vote to accept the Plan. There is no guarantee that the Debtors will
receive the necessary acceptances from Holders of Claims and Interests in the Voting Classes. If the Voting Classes
vote to reject the Plan, the Debtors may elect to amend the Plan, subject to the terms and conditions of the Plan or
continuethe Chapter 11 Cases notwithstandingthe VotingClasses’ rejection ofthe Plan.

4. The Debtors May Not Be Able to Secure Confirmation.

Section 1129 of the Bankruptcy Code sets forth the requirements for confirmation of a chapter 11 plan, and
requires, among other things, a finding by the Bankruptcy Court that: (a) such plan “does not unfairly discriminate”
and is “fair and equitable” with resp ect to any non-accepting classes; (b) confirmation of such plan is not likely to be
followed by a liquidation or a need for further financial reorganization unless such liquidation or reorganizaion is
contemp lated by the plan; and (c) the value of distributions to non-accepting holders of claims and interests within a
particular class under such p lan will not be less than the value of distributions such holders would receive if the debtor
was liquidated under chap ter 7 of the Bankruptcy Code.

There can be no assurance that the requisite acceptances to confirm the Plan will be received. Even if the
requisite acceptances are received, there can be no assurance that the Bankruptcy Court will confirm the Plan. A
dissenting Holder of an Allowed Claim might challenge whether the voting results satisfy the requirements of the
Bankruptcy Codeor Bankruptcy Rules. Even ifthe Bankruptcy Court determines the voting results are gopropriate, the
Bankruptcy Court still can decline to confirm thePlan if it finds that any of the statutory requirements for Confirmation
havenot been met, including the requirement that the terms of the Plan do not “unfairly discriminate” and are “ fair and
equitable”to non-accep tingClasses.

Confirmation is also subject to settlement, release, injunction, and related p rovisions described in Article V111
of the Plan. If the Plan is not Confirmed, it is unclear what distributions, if any, Holders of Allowed Claims and
Interests will receive with resp ect to their Allowed Claims and Interests.

The Debtors, subject to the terms and conditions of the Plan, reserve the right to modify the terms and
conditions of thePlan as necessary for Confirmation. Any such modifications could result in a less favorable treatment
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of any Class than the treatment currently provided in thePlan, such as a distribution of prop erty to the Class affected by
the modification of alesser valuethan currently providedin thePlan.

5. The Debtors May Pursue Nonconsensual Confirmation if Certain Classes Vote to Reject the
Plan.

The Bankruptcy Court may confirmthe Plan if at least one impaired Class of Claims or Interests has accepted
the Plan (with such acceptance being determined without including the vote of any Insider in such Class), and, as to
each Impaired Class that has not accepted the Plan, the Bankmptcy Court determines that the Plan “does not
discriminate unfairly ” and is ““fair and equitable” with resp ect to the dissenting Imp aired Classes. The Debtors believe
that the Plan satisfies these requirements and the Debtors will request such nonconsensual Confirmation in accordance
with section 1129(b) of the Bankruptcy Code. Nevertheless, there can be no assurance that the Bankruptcy Court will
reach this conclusion. In adition, the pursuit of nonconsensual Confirmation or Consummation may result in, among
otherthings, increased exp enses relating to Professional Fee Claims.

To the extent that some, but not all, Voting Classes vote to accept the Plan, the Deébtors may seek to ““cram
down” the rejecting Classes under section 1129(b)(2) of the Bankruptcy Code. There isno guarantee tha the Debtors
would besuccessful.

6. The Debtors May Object to the Amount or Classification ofa ClaimorInterest.

Except as otherwiseprovided in thePlan, the Debtors reserve the right to object to the amount or classification
of any Claim or Interest under the Plan. The estimates set forth in this Disclosure Statement cannot be relied upon by
any Holder of a Claim or Interest where such Claim or Interest is subject to an objection or dispute. Any Holder of a

Claim or Interest tha is subject to an objection or dispute may not receive its expected share of the estimated
distributions described in this Disclosure Statement.

7. Regulatory Approvals May Will Be Requiredin-OrderSought to Consummate the Plan,

Under Texas Utilities Code 88 39.262(l) and 39.915, an electric utility must obtain prior PUCT goproval of
any change in majority ownership, controllingownership, or operational control of Oncor Electric. As aresult, prior to
any foreclosure on the membership interests of Oncor Holdings, spproval-of
the PUCT may-bereguiredforregarding a change in ownership or control of Oncor Holdings. Pursuant to the Public

Utilities Regulatory Act (“PURA”) 8 39.262(m) and 39.915(b), the PUCT will gpprove such atransfer if it finds that
the transaction is in the public interest. In making its determination, these sections of PURA provide that the PUCT
will consider whether the transaction will adversely affect the rellablllty of servlce avallablllty of service, or cost of
service of Onaor-, ] . X al, da

approval maty not be ganted and if it were to be granted it is not known how Iong such approval would take Even if
the goproval were granted additional PUCT goproval may—-alsowill be requiredsought for any subsequent change in
majority ownership, controllingownership, or operational control in the membership interests of Oncor Holdings.

Under the Atomic Energy Ad, the Debtors require NRC approval for the indirect transfer of the Comanche
Peak nuclear operating licenses and any conformingamendments of such licenses to reflect that transfer, deemed to be
created by the Chapter 11 Cases. The receipt of the required NRC goproval is a condition precedent to the Effective
Date.

8. The Eftective Date May Not Occur:
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the PIan-ef—Reg#gam;auen does not receive the reqmsne acceptances or is not conflrmed or |f it does receive the
requisite acceptances and is confirmed but the effective date of the reorganizaion contemp lated therein does not occur,
it may become necessary to amend the Plan ef-Resrganization-to provide for alternative treatment of claims and
interests which may result in holders of claims and interests receivingsignificantly less orno value for their claims and
interests in the Chepter 11 Cases. If any modifications to the Plan ef-Reorganization-are material, it may be necessary
to re-solicit votes from holders of claims and interests adversely affected by the modifications with resp ect to such Plan

C. Risks Related to Recoveries Under the Plan.

1. The Debtors Cannot State With Certainty the Value of Any Recovery Available to Holders
of Allowed Claims and Interests.

Certainty with respect to creditor recoveries under the Plan is impossible because of at least three factors.
First, the Debtors cannot know with any certainty, at this time, the value ofthe Debtors and their non-Debtor Affiliates.
Second, the Debtors cannot know with any certainty, at this time, the number or amount of Claims and Interests in the
Voting Classes that ultimately will be Allowed. Third, the Debtors cannot know with any certainty, at this time, the
amount of Claims and Interests senior to the Voting Classes, junior to the Voting Classes, or unclassified Claims that
ultimately willbe Allowed.

2. The Debtors May Not Be Able To Achieve Their Projected Financial Results or Meet Their
Post-Reorganization Debt Obligations.

The Financial Projections—for—the Reorganized TCEH Debtors, attached to this Disclosure Statement as
Exhibit E; represent the Debtors” management’s best estimate of the TCEH Debtoss’TCEH’s and Oncor

Electric’s future financial performance based on currenty known facts and assumptions aout the—TCEH
Débtors”TCEH s and Oncor Electric’s future operations, as well as the U.S. and world economy in general and the
industry segments in which the Debtors operae in particular. There is no guarantee that the Financial Projections for
the Reorganized TCEH Debtorswill be realized. TheDebtors’ actual financial results may differ significantly fromthe
Financial Projections—forthe-Reorganized TCEH Débtors., To the extent the Debtors do not meet their projected
financial results or achieve projected revenues and cash flows, the Debtors may lack sufficient liquidity to continue
operaing as planned after the Effective Dae, may be unable to service their debt obligations as they come due, and
may not be able to meet their operational needs. Further, a failure of the Debtors to meet their projected financial
results or achieve projected revenues and cash flows could lead to cash flow and working capital constraints, which
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may require the Debtors to seek additional working capital. The Debtors may not be able to obtain such working
capital when it is required, or may only be able to obtain such cgpital on unreasonable or cost prohibitive terms. For
examp le, the Debtors may be required to take on additional debt, the interest costs of which could adversely affect the
results of the operetlons and fnanual condltlon of the Debtors Ih&Debters-\AAH—m%Emeneral—Rrejeeuons—fer

3. There is No Assurance That the ReorganizedNew EFH Common Stock or the Reorganized
TCEH Common Stock Will Be Listed on any Securities Exchange, and the Ability to
Transfer Reorganized EFH Common S tock or Reorganized TCEH Common Stock May Be
Limited By the Absence ofAn Active Trading Market.

There is no assurance that the ResrganizedNew EFH Common Stodk or the Reorganized TCEH Common
Stock will be listed on any securities exchange or tha there will be a market in the shares. There may not be an active
market for the ReorganizedNaw EFH Common Stock or the Reorganized TCEH Common Stodk, and there can be no
assurance that one will develop in the future. If an active trading market for the RearganizedNew EFH Common Stock
or theReorganized TCEH Common Stock does develop, the market may not be liquid. If an activetrading market does

not develop, Holders may be unable to resell their ReorganizedNew EFH Common Stock or the Reorganized TCEH
Common Stock.

4. Future Sales of InterestsinNew EFH Co+pCommon Stodk. or Reorganized TCEH Common
Stock in the Public Market Could Lower the Market Price for fnterests—inNew EFH
Corp.Common Stodk or the Reorganized TCEH Common Stock, Respectively, and
Adversely Impact the Trading Price of the ReorganizedNew EFH Common Stock or the
Reorganized TCEH Common Stock to be Issued Underthe Plan.

In the future, ReorganizedNew EFH or Reorganized TCEH may issue and sell additional ReocrganizedNew
EFH Common Stodk or Reorganized TCEH Common Stock, as goplicable, to raise capital or issue lnterests-in New
EFH Cemp-Common Stock or the Reorganlzed TCEH Common Stodk pursuant to the Reorganlzed FCEHDetor
Management Incentive Plan-a d pplicable, which will
result in dilution of the Reorganized 2 ' ed TCEH Common
Stock-as-applicable. The Debtors cannot predlct the 5|ze of any other future |ssuances or the effect if any, that they
may haveon the market price for Jnterests-inNew EFH Cemp-Common Stock or Reorganized TCEH Common Stock, as
applicable.

The issuance and sale of substantial amounts of ResrgarizedNew EFH Common Stock or Reorganized TCEH
Common Stodk, or the percgption that such issuances and sales may occur, could adversely affect the market price of
Interests—in_Neaw EFH Cop-Common Stock or Reorganized TCEH Common Stock, as goplicable, and impair New
EFH-Cosp-sorReorganized TCEH’s, as ap plicable, ability to raise cap ital.

S. The Debtors Do Not Anticipate that Re organized TCEH Will Pay Cash Dividends.

The Debtors do not antlcpate that Reorganlzed TCEH QQmen_Sto_ds_wnl pay cash dlvldends on

foreseeable future In add Itlon covenants i the domments goveming the Debtors lndebtedness may restrict their
ability to pay cash dividends and may prohibit the payment of dividends and certain other payments. Because the
Debtors cannot be certain that Reorganized TCEH orReorganized EEH (in the Standalone Scenario)-will pay cash
dividends for the foreseeable future, holders of Reorganized TCEH Common Stock

and-Reorganized EFH-Common
Steek—@n—theStandeforeSsenane)—may not reallze a retum on the value of Reorganized TCEH Common Stock e+
cena unless the tradlng price of the Reorganized TCEH

gopreciates, which the Debtors

Common Stock 0
cannotassure.
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6. ReorganizedNew EFH and Reorganized TCEH May Each Be Controlled By a Small
NumberofS tock holders.

A majority of ReorganizedNew EFH Common Stock or Reorganized TCEH Common Stock may be owned
by a small number of stockholders. As a result, these stockholders may be in a position to exercise substantial
influence over the outcome of actions requiring stockholder goproval, including, among other things, election of
directors. This concentration of ownership could also facilitate or hinder a negotiated change of control of the Debtors
gnd,koonsequently, affect the value of the ResrganizedNaw EFH Common Stock or Reorganized TCEH Common

tock.

7. Certain Tax Implications of the Debtors’ Bankniptcy and Reorganization May Increase the
Tax Liability ofthe Re organized Debftors.

Holders of Allowed Claims and Allowed Interests should carefully review Section XX of this Disclosure
Statement, entitled “Certai ~Certain U.S, Faderal Income Tax

A~

Consequences of the Plan,”
11 Casesmay-adversely affect the Debtors. 192,

8. The IRS May Not Issue the Private Letter Ruling, May Not Rule on All of the Requested
Rulings, and May Challenge the Intended Tax Treatment ofthe Plan.

ThePlan is conditioned on the receipt of the Private Letter Ruling. Published IRS policy states that it will not
provide some of the requested rulings and the IRS has communicated to the Debtorstha the IRS will not deviate from
that policy. The Debtors and other parties that support the Plan remain optimistic that the IRS will give sufficient
rulings to consummate the Restructuring.

The IRS may in the future choose to assert that the Restructuring pursuant to thePlan gave rise to taxable gain
greater than the amount of any tax attributes available to shelter such gain and oould seek to assess a tax liability
against one or more of the Debtors. The IRS wuld make such an assertion even if the Privae Letter Ruling is issued,
because the Private Letter Ruling will not address certain requirements for tax-free treatment under sections 355 and
368(a)(1)(G) of the IRC. Additionally, even if the Privae Letter Rulingis issued, the IRS could assert that the Divisive
G Reorganizaion (defined below) is a fully taxable event if it (i) determines that any of the representations,
assumptions, or undertakings that were included in the request for the Private Letter Ruling were false or were violated,
or (i) finds that a requirement of law for which no ruling was obtained was not satisfied. Any such resulting tax
liability, if asserted and allowed, may be treated as an Administrative Claim against the Debtors, and such liability
would be material.

Additionally, the IRS could challenge the validity of the Preferred Stodk Sale and/or the valuations relied on
in connection therewith. Such achallenge, if successful, could result in cash tax liabilities (if the IRS argued that more
gain than desired was triggered), or reduceor eliminate the projected benefit from the Basis Step -Up.

9. The Tax Matters Agreement Will Contain Certain Restrictions on the Reorganized Debtors’
Ability to Consummate Certain Transactions.

TheTaxMatters Agreement will include limitations on certain actions of the Reorganized Debtors to preserve
the tax-free nature of the Restructuring, as well as certain indemnification obligations in the event the Reorganizaion
fails to be treated as atax-free transaction (a) as a result of the breach of any covenants in the Tax M atters Agreement
or (b) under “no-fault” circumstances. In the event any indemnification obligations are triggered, the Reorganized
Debtorswould likely be negatively affected. Additionally, the covenants and other limitations with respect to the Tax
Matters Agreement may limit the ability of the Reorganized Debtors to undertake certain transactions that may
otherwise bevalue-maximizing.
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D. Risk Factors Related to the Business Operations of the Debtors, the Reorganized Debtors, and Oncor
Electric.

1. Risk Factors Related to the Business Operations of the Debtors and, where-applicable Whe re
Applicable, OncorElectric.

@) Goodwill and/or Other Intangible Assets Not Subject to Amortization are Subje ct to
At Least Annual Impairment Evaluations.

As a result of the Chapter 11 Cases, the Debtors may be required to write off some or all of this goodwill
and other intangible assets, which may cause adverse impacts on the Debtors’ results of operations and financial
condition. In accordance with accounting standards, goodwill and certain other indefinite-lived intangible assets
that are not subject to amortization are reviewed annually or, if certain conditions exist, more frequently, for
impairment. Factors such as the economic climate, market conditions, including the market prices for wholesale
electricity and natural gas and market heat rates, and environmental regulation are considered when evaluatingthese
assets for impairment. The actual timing and amounts of any goodwill impairments will depend on many sensitive,
interrelated and uncertain variables. As a result of the Chgpter 11 Cases, the Debtors may be required to write off
some or all of this goodwill and other intangible assets. Any reduction in or impairment of the value of goodwill or

other intangble assets will result in a charge against earnings, which could cause a material imp act on the Debtors’
and Oneer’sQncor Electric’s rep orted results of op erations and financial condition.

(b) Changes in Technology or Increased Electricity Conservation Efforts May Re duce
the Value of the TCEH Debtors’ Generation Facilities andor Ones+>sOncor
Electric’s Electricity Delivery Facilities and May Otherwise Significantly Impact the
Debtors’ and Oneer’sQncor Ele ctric’s Businesses.

Tedhnological advances have improved, and are likely to continue to improve, existing and alternative
technologies to produce or store electricity, including gas tumines, wind turbines, fuel cells, microturbines,
photovoltaic (solar) cells, batteries and concentrated solar thermal devices. Such technological advances have reduced,
and are expected to continue to reduce, the costs of electricity p roduction or storage from these technologies to a level
that will enable these technologies to compete effectively with traditional generation facilities. Consequently, the
profitability and market value of the TCEH Debtors’ generation assets could be significantly reduced as a resukt of
these advances. In addition, changes in technology have altered, and are expected to continue to alter, the channels
through which retail customers buy electricity (i.e., self-generation facilities). To the extent self-generation facilities
become a more mst-effective option for ERCOT customers, the Debtors’ revenues, liquidity and results of op erations
could bematerially reduced.

Tedchnological advances in demand-side management and increased conservation efforts have resulted, and
are expected to continue to result, in adecrease in electricity demand. A significant decrease in electricity demand in
ERCOT as a result of such efforts would significantly reduce the value of the TCEH Debtors’ generation assets and

| OneersOncor Electric’s electricity delivery facilities. Certain regulatory and legislative bodies have introduced or are
considering requirements and/or incentives to reduce energy consumption. Effective energy conservation by the
Debtors’ customers could result in reduced energy demand or significantly slow the growth in demand. Such reduction
in demand could materially reduce the Debtors’ and/or Onecor’sOncor Electric’s revenues, liquidity, and results of
operaions. Furthermore, the Debtors and/or Oncor_Electric may incur increased capital expenditures if they are
required to increase investment in conservation measures.

© The TCEH Debtors’ Revenues and Results of Operations Generally Are Negatively
Impacted by Decreases in Market Prices For Electricity, Natural Gas Prices, and/or
MarketHeat Rates.

The TCEH Debtors are not guaranteed any rate of retum on cgpital investments in their businesses. The
TCEH Debtors market and trade electricity , includingelectricity fromthe TCEH Debtors’ own generation facilities and
generation contracted from third parties, as part of the TCEH Debtors’ wholesale op erations. The TCEH Debtors’
results of op erations depend in large part upon wholesale market prices for electricity, natural gas, uranium, coal, fuel
oil, and transportation in their regional market and other competitive markets and upon prevailing retail electricity rates,
which may be impaded by, among other things, actions of regulatory authorities. Market prices may fluctuate
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substantially over relatively short periods of time. Demand for electricity can fluctuate dramatically, creating p eriods of
substantial under- or over-supply. Duringp eriods of over-supply, prices might be depressed. Also, & times, there may
be political pressure, or pressure from regulatory authorities with jurisdiction over wholesale and retail energy
commodity and transportation rates, to impose price limitations, bidding rules and other mechanisms to address
volatility and other issues in these markets.

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

Volatility in market p rices for fuel and electricity may result from, butis not limited to, the following:
e volatility in natural gas prices;

e volatility in ERCOT market heat rates;

¢ volatility in coal and rail transp ortation prices;

e severe or unexp ected weather conditions, includingdrought and limitations on access to water;
e seasonality;

e changes in electricity and fuel usage;

¢ illiquidity in the wholesale electricity orother commodity markets;

e transmission or transp ortation constraints, inoperability or inefficiencies;

e availability of competitively priced alternative energy sources or storage;

e changes in market structure;

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

e changes in the manner in which the TCEH Debtors operate their facilities, including curtailed
operation dueto market pricing, environmental, safety or other factors;

e changes in generation efficiency ;

e outages or otherwise reduced output from the TCEH Debtors’ generation facilities or those of the
TCEH Debtors’ competitors;

e changes in the credit risk or pay ment practices of market participants;

e changes in production and storage levels of natural gas, lignite, coal, crude oil, diesel and other refined
products;

e natural disasters, wars, sabotage, terrorist acts, embargoes and other catastrop hicevents;and

o federal, state and local energy, environmental and other regulation and legislation.
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All of the TCEH Debtors’ generation facilities are located in the ERCOT market, a market with limited
interconnections to other markets. Wholesale electricity prices in the ERCOT market have generally moved with the
price of natural gas because marginal electricity demand is generally supplied by natural gas-fueled generation
facilities. Accordingly, the TCEH Debtors’ earnings, cash flows and the value of the TCEH Debtors’ nuclear and
lignite/coal fueled generation assets, which provided a substantial portion of the TCEH Debtors’ supply volumes in
2014, are dependent in significant part upon the price of natural gas. Natural gas prices have generally trended

| downward since mid-2008 (from $11.12 per MMBtu in mid-2008 for-calendary-ear2014-to $4 42 per MMBtu for the
average settled price for the year ended December 31, 2014). The economy, weather, demand production and storage
all affect natural gas prices. In recent years naural gas supply has outpaced demand as a result of development and
expansion of hydraulic fracturing in natural gas extraction. Many industry experts expect this supp ly/demand
imbalance to continueforanumber ofy ears, thereby depressingnatural gas prices fora long-term period.

Wholesale electricity prices also move with ERCOT market heat rates, which could fall if demand for
electricity were to decrease or if more efficient generation facilities are built in ERCOT. Accordingly, the TCEH
Deébtors’ earnings, cash flows and the value of the TCEH Debtors’ nuclear and lignite/coal fueled generation assets are
also dependent in significant part upon market heat rates. As a result, the TCEH Debtors’ nuclear and lignite/coal
fueled generation assets could significantly decrease in profitability and value if ERCOT market heat rates decline.

(d) The TCEH Debtors’ Assets or Positions Cannot Be Fully Hedged Against Changes
in Commodity Prices and Market Heat Rates and Hedging Transactions May Not
Work as Planned or Hedge Counterparties May Default on Their Obligations.

The TCEH Debtors cannot fully hedge the risk associated with changes in commodity prices, most notably
electricity and natural gas prices, because of the expected useful life of the TCEH Debtors” generation assets and the
size of the TCEH Debtors’ position relative to market liquidity. To the extent the TCEH Debtors have unhedged
positions, fluduating commodity prices and/or market heat rates can materially impact the TCEH Debtors’ results of
operations, liquidity, and financial position, either favorably or unfavorably. At December 31, 2014, the TCEH
Debtors had no significant natural gas hedges bey ond 2015.

To manage the TCEH Debtors’ financial exposure related to commodity price fluctuations, the TCEH Debtors
routinely enter into contractsto hedge portions of purchase and sale commitments, fuel requirements and inventories of
natural gas, lignite, coal, crude oil, diesel fuel, uranium and refined p roducts, and other commodities, within established
risk management guidelines. Aspar of this strategy, the TCEH Debtors routinely utilize fixedprice forward physical
purchase and sale contracts, futures, financial swaps and option contracts traded in over-the-counter markets or on
exchanges. Although the TCEH Debtors devote a considerable amount of time and effort to the establishment of risk
management procedures, as well as the ongoing review of the imp lementation of these procedures, the procedures in
place may not always function as planned and cannot eliminate all the risks associated with these activities. For
examp le, the TCEH Debtors hedge the expected needs of the TCEH Debtors” wholesale and retail customers, but
unexpected changes due to weather, natural disasters, consumer behavior, market constraints or other factors could
cause the TCEH Debtors to purchase electricity to meet unexp ected demand in p eriods of high wholesale market p rices
or resell excess electricity into the wholesale market in periods of low prices. As aresult of these and other factors, the
TCEH Debtors cannot precisely predict the impact that risk management decisions may have on the TCEH Debtors’
businesses, results of operations, liquidity or financial p osition.

With the tightening of credit markets that began in 2008 and the expansion of regulatory oversight through
various financial reforms, there has been some decline in the number of market participants in the wholesale energy
commodities markets, resulting in less liquidity, particularly in the ERCOT electricity market. Participation by
financial institutions and other intermediaries (including investment banks) has particularly declined. Extended
declines in market liquidity could materially affect the TCEH Debtors’ ability to hedge the TCEH Debtors’ financial
exposure to desired levels. In addition, the Chapter 11 Cases and the TCEH Debtors’ financial condition have
significantly limited the number of counterparties tha will enter into commodity hedging transactions with the TCEH
Debtors onattractive terms.

To the extent the TCEH Debtors engage in hedging and risk management activities, the TCEH Debtors are
exposed to the risk that counterp arties that owe the TCEH Debtors money, energy or other commodities as a result of
these activities will not perform their obligations. Should the counterparties to these arrangements fail to perform, the
TCEH Deébtors could be forced to enter into alternative hedging arrangements or honor the underly ing commitment at
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then-current market prices. In such event, the TCEH Debtors could incur losses or forgo expected gains in addition to
amounts, if any, already paid to the counterparties. ERCOT market participants are also exposed to risks that another
ERCOT market participant may default on its obligationsto pay ERCOT for electricity taken, in which case such costs,
to the extent not offset by posted security and other protections available to ERCOT, may be allocated to various non-
defaultingERCOT market participants, includingthe TCEH Debtors.

| e) The Debtors’ and One+’sOnor Electric’s Liquidity Needs Could Be Difficult to
Satisfy, Particularly During Times of Uncertainty in the Financial Markets and/or
During Times When There Are Significant Changes in Commodity Prices; the
Inability to Access Liquidity, Particularly on Favorable Terms, Could Materially

| Affect the Debtors’ and Oneer’sOncor Flectric’s Results of Operations, Liquidity,
and Financial Condition.

The TCEH Debtors’ and Oresr’sOncor Electric’s businesses are capital intensive. In general, the Debtors and
Oncor_Electric rely on access to financial markets and credit facilities as a significant source of liquidity for the
Debtors’ and Onecor’sOnoor Electric’s capital requirements and other obligations not saisfied by cash-on-hand or
operaing cash flows. The inability to raise cgital or access credit facilities, particularly on favorable terms, could

| adversely impact the Debtors’ and Onecox’sOncor Electric’s liquidity and the Debtors’ and Oresr’sOncor Electric’s
ability to meet their obligations or sustain and grow their businesses and could increase cap ital costs. The Debtors” and

| OneersOncor Electric’s access to the financial markets and credit facilities could be adversely impacted by various
factors, such as:

e theChapter1l Cases;

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

e economic weakness in the ERCOT market orthegeneral U.S. market;
e changes in interest rates;

e a deterioration, or perceived deterioration, of the Debtors’ or Oneo+’sOncor Electric’s (and/or their
subsidiaries’) creditworthiness or enterprise value;

e areduction in theDebtors’ or Oneer>sQncor Electric’s or their ap p licable subsidiaries’ credit ratings;

e adeterioration of the creditworthiness or bankruptcy of one or more lenders or counterp arties under the
Debtors’ or Oneor’sOncor Electric’s credit facilities that affects the ability of such lender(s) to make
loans to the Debtors or Oncor Electric;

e volatility in commodity prices that increases credit requirements for the TCEH Debtors;

e amaterial breakdownin the Debtors’ or Oneer’sOncor Electric’s risk management procedures;and

e the occurrence of changes that restrict the Debtors” or Oneor’sOncor Electric’s ability to access
revolving credit facilities.

In the event that the govemmental agencies that regulate the activities of the Debtors’ and Oaee+’sOncor
Electric’s businesses determine that the creditworthiness of any such business is inadequate to support the Debtors’ or

Oneor’sOncor Electric’s activities, such agencies could require the Debtors or Oncor Electric to provide additional cash
or letter of credit collateral in substantial amountsto qualify to do business.

Further, a lack of available liquidity could adversely imp act the evaluation of the Debtors’ and Oneor’sOncor
Electric’s creditworthiness by counterp arties and ratingagencies. In particular, such concernsby existingand potential
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counterparties could significantly limit the Debtors’ wholesale markets activities, including any future hedging
activities.

The Debtors cannot be sure that the DIP Facilities will ultimately be adequate to cover all of the Debtors’
liquidity needs for the entirety of the Chepter 11 Cases. In addition, the Debtors are subject to various covenants and
events of default under the TCEH DIP Facility and EFIH First Lien DIP Facility. If the Debtors fail to comply with
these covenants or an event of default occurs under the TCEH DIP Facility or EFIH First Lien DIP Facility, the
Debtors’ liquidity, financial condition or operations may be materially impacted. Similarly, if Oncor Electric fails to
comp ly with any covenants in its debt obligations, Onesr’sOncor Electric’s liquidity, financial condition or op erations
may be materially impacted, which could materially impad the value of the EFIH Debtors, EFH Comp., the
Reorganized EFIH Debtors or Reorganized EFH.

® The Debtors’ and Oneer’sOncor Electric’s Businesses Are Subject to Ongoing
Complex Govemmental Regulations and Legislation that Have Impacted, and May
in the Future Impact, Their Businesses and/or Results of Operations, Liquidity, and
Financial Condition.

The Debtors’ and Ornesr’sOncor Electric’s businesses operate in changing market environments influenced by
various state and federal legislative and regulatory initiatives regarding the restructuring of the energy industry,
includingcompetition in the generation and sale of electricity . The Debtors and Oncor_Electric will need to continually
adapt to these changes.

The Debtors” and Oneor’sOncoor Electric’s businesses are subject to changes in state and federal laws
(including PURA, the Federal Power Act, the Atomic Energy Act, the Public Utility Regulatory Policies Act of 1978,
the Clean Air Act (the “CAA”), the Energy Policy Act 0f2005 and the Dodd+rank Wall Street Reform and Consumer
Protection Act), changing govemmental policy and regulatory actions (including those of the PUCT, the NERC, the
TRE, the RCT, the TCEQ, the FERC, the M SHA, the EPA, the NRC and the CFTC) and the rules, guidelines and
protols of ERCOT with respect to maters including, but not limited to, market structure and design, operation of
nuclear generation facilities, construdion and operation of other generation facilities, construction and operaion of
transmission facilities, development, op eration and reclamation of lignite mines, acquisition, disposal, dep reciation, and
amortization of regulated assets and facilities, recovery of costs and investments, decommissioning costs, retum on
invested capital for regulated businesses, market behavior rules, present or prospective wholesale and retail competition
and environmental matters. The Debtors, along with other market participants, are subject to electricity pricing
constraints and market behavior and other comp etition-related rules and regulations under PURA that are administered
by the PUCT and ERCOT. Changes in, revisions to, or reinterpretations of existing laws and regulations may have a
material effect on the Debtors” and Oneer2sOncor Electric’s businesses.

The Texas Legislature meets every two years. The aurrent regular legislative session began in January 2015;
however, at any time the govemor of Texas may convene a special session of the Texas Legislature. During any
regular or special session bills may be introduced that, if adopted, could materially affect the Debtors’ and

Oneor’s0Oncor Electric’s businesses, including the Debtors” and Onesr’sOnoor Electric’s results of operations,
liquidity, or financial condition.

()} The Debtors’ and Oneor’sOncor Flectric’s Cost of Compliance with Existing and
New Environmental Laws Could Materially Affect Their Results of Operations,
Liquidity and Financial Condition.

The Debtors and Oncor_Electric are subject to extensive environmental regulation by governmental

authorities, includingthe EPA and the TCEQ. In operatingtheir facilities, they are required to comp ly with numerous
environmental laws and regulations and to obtain numerous governmental p ermits.

TheDebtors and Onoor_Electric may incur significant additional costs beyond those currently contemplated to
comp ly with these requirements. If the Debtors and Oncor Electric fail to comp ly with these requirements, the Debtors
and Oncor_Electric could be subject to civil or criminal liabilities and fines. Existing environmental regulations could
be revised or reinterpreted, new laws and regulations could be adopted or become goplicable to the Debtors or Oncor
Electric, or their facilities, and future changes in environmental laws and regulations could occur, including potential
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regulatory and enforcement developments related to air emissions, all of which could result in significant additional
costs bey ond those currently contemplated to comply with existing requirements.

The EPA has recently completed several regulatory actions establishing new requirements for control of
certain emissions from sources including electricity generation facilities. It is also currently considering several other
regulatory actions, aswell as contemplating future additional regulatory actions, in each case that may affect the TCEH
Debtors’ generation facilities or their ability to cost-effectively develop new generation facilities. There is no assurance
that the currently-installed emissions control equipment at the TCEH Debtors’ lignite/coal fueled generation facilities
will satisfy the requirements under any future EPA or TCEQ regulations. Some of the recent regulatory actions and
proposed actions, such asthe EPA's Regional Haze FIP, CSAPR and MATS, could require the TCEH Debtors to install
significant additional control equip ment, resulting in material costs of comp liance for their generation units, including
capital expenditures, higher operatingand fuel costs and potential production curtailments if the rules take effect. These
costs could result in material effects on the Debtors’ results of operations, liquidity and financial condition.

| The Debtors and Onoor_Electric may not be able to obtain or maintain all required environmental regulatory
approvals. If there is a delay in obtaining any required environmental regulatory goprovals, if the Debtors or Oncor
Electric fail to obtain, maintain or comp ly with any such goproval, or if an approval is retroactively disallowed, the
operdion of the TCEH Debtors’ or OreorsOnoor Electric’s facilities could be stopped, curtailed, or modified or
becomesubject to additional costs.

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

(h) The TCEH Debtors’ Operations, Liquidity, and Financial Condition May be
Materially Affected If New Federal and/or State Legislation or Regulations Are
Adopted to Address Global Climate Change, or if the TCEH Debtors Are Subject to
Lawsuits for Alleged Damage to Persons or Property Resulting From Greenhouse
Gas Emissions.

There is aconcern naionally and internationally about global climate change and how greenhouse gas (GHG)
emissions, such as carbon dioxide (CO,), contribute to global climate change. Over the last few y ears, proposals have
been debated in the US Congress or discussed by the Obama Administration that were intended to address climate
change using different approaches, includinga cap on carbon emissions with emitters allowed to trade unused emission
allowances (cg-and-trade), a tax on carbon or GHG emissions, incentives for the development of low-carbon
technology and federal renewable portfolio standards. In addition, a number of federal court cases have been filed in
recent y ears asserting damage claims related to GHG emissions, and the results in those proceedings could establish
adverse precedent that might goply to companies (including the TCEH Debtors) that produce GHG emissions. The
TCEH Debtors’ results of op erations, liquidity and financial condition may be materially affected if new federal and/or
state legislation or regulations are adopted to address global climate change, or if the TCEH Debtors are subject to
lawsuits for alleged damage to p ersonsor p roperty resultingfrom greenhouse gas emissions.

0] Luminant’s Mining Permits are Subject to RCT Review.

The RCT reviews on an ongoing basis whether Luminant is compliant with RCT rules and regulations and
whether it has met all of the requirements of its mining permits. Any revocation of a mining p ermit would mean that
Luminant would no longer be allowed to mine lignite at the applicable mine to serve its generation facilities. Such
event would haveamaterial effect on our results of operations, liquidity and financial condition.

In June 2014, the RCT agreed to accept a collateral bond from TCEH of up to $1.1 billion, as a substitute for
its self-bond, to secure mining land reclamation obligations. The collateral bond was a $1.1 billion carve-out fromthe
super-p riority liensunder the TCEH DIP Facility that enables the RCT to be paid before the TCEH DIP Facility lenders
in the event such collateral bond was called. There can be no assurance that the RCT will continue to accept this form
of collateral bond throughout the pendency of the Chapter 11 Cases. If TCEH was required to secure its mining
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reclamation with cash or a letter of credit, the TCEH Debtors’ liquidity and financial condition would be materially and
adversely impacted.

()] Litigation, Legal Proceedings, Regulatory Investigations, or Other Administrative
Proceedings Could Expose the Debtors to Significant Liabilities and Reputation
Damage, and Have a Material Effect on the Debtors’ Results of Operations, and the
Litigation Environment In Which the Debtors Operate Poses a Significant Risk to
the Debtors’ Businesses.

Asdiscussed in Section VI ofthis Disclosure Statement, entitled “Confirmation ofthe Plan,” which begins on
| page 4272, the Debtors are, from time to time, during the ordinary course of op erating their business, subject to various
litigation claims and legal disp utes, includingcontract, lease, and emp loyment claims, as well as regulatory matters.

The Debtors evaluate litigation claims and legal p roceedings to assess the likelihood of unfavorable outcomes
and to estimate, if possible, the amount of potential losses. Based on these evaluations and estimates, the Debtors
establish reserves and disclose the relevant litigation claims or legal proceedings, as gop ropriate. These evaluations and
estimates are based on the information available to management at the time and involve a significant amount of
judgment. Actual outcomes or losses may differ materially from current evaluations and estimaes. The settlement or
resolution of such claims orproceedings may have a material effect on the Debtors’ results of operations. The Debtors
use gopropriate means to contest litigation threatened or filed against them, but the litigation environment poses a
significant business risk.

TheDebtors are involved in the ordinary course of business in pemit aop lications and renewals, and they are
exposed to the risk that certain of their operating permit gop lications may not be granted or that certain of their
operaing permits may not be renewed on satisfactory terms. Failure to obtain and maintain the necessary p emits to
con(él_lqt the Debtors’ businesses could have a material effect on their results of op erations, liquidity and financial
condition.

The Debtors are also involved in the ordinary course of business in regulatory investigations and other
administrative proceedings, and they are exposed to the risk that they may become the subject of additional regulatory
investigations or administrative proceedings. While the Debtors cannot predict the outcome of any regulatory
investigation or administrative proceeding, any such regulatory investigation or administrative proceeding could result
in the Debtors incurring material penalties and/or other costs and have a material effect on their results of op erations,
liquidity and financial condition.

(k) The TCEH Debtors’ Collateral Requirements for Hedging Arrangements Could Be
Materially Impacted if the Remaining Rules Implementing the Financial Reform
Act Broaden the Scope of the Act’s Provisions Regarding the Regulation of
Over-the-Counter Financial Derivatives, Making Certain Provisions Applicable to
End-Users S uch as the TCEH Debtors.

In July 2010, the U.S. Congress enacted financial reform legislation known as the Dodd-+Frank Wall Street
Reform and Consumer Protection Act (the “Einancial Reform Act”). While the legislation is broad and detailed, a few
key rulemaking decisions remain to be made by federal governmental agencies to fully implement the Financial
Reform Act.

Title VII of the Financial Reform Act provides for the regulation of the over-the-counter (‘OTC”) derivatives
market. The Financial Reform Ad generally requires OTC derivatives (including the types of asset-backed OTC
derivatives that the TCEH Debtors have historically used to hedge risks associated with commodity and interest rate
exposure) to be cleared by a derivatives clearing organization. However, under the end-user clearing exemption,
entities are exempt from these clearing requirements if they (i) are not “Swap Dealers” or “M ajor Swap Particip ants”
and (ii) use swaps to hedge or mitigate commercial risk. Existing swgps are grandfathered from the clearing
requirements.

In May 2012, the CFTC published its final rule defining the terms Swap Dealer and Major Swap Particip ant.
Additionally, in July 2012, the CFTC approved the final rules defining the term “swap” and the end-user clearing
exemption. The definition of the term “swap” and the Swap Dealer/M ajor Swap Participant rule became effective in
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October 2012. Based on the TCEH Debtors’ assessments, the TCEH Debtors are not Swgp Dealers or Major Swep
Participants. However, the TCEH Debtors are required to continually assess the TCEH Debtors’ activity to determine
if the TCEH Debtors will be required to register as a-Swap Dealers or Major Swep Participants. The reporting
requirements under the Financial Reform Act for entities that are not Swap Dealers or Major Swap Particip ants became
effective in August 2013, and the TCEH Debtorsarein comp liance with theserules.

In January 2015, President Obama signed into lawv an amendment to the Commodity Exchange Act with
resp ect to margin requirements for swaps. Specifically, the amended language would prevent regulators from imposing
margin requirements on end-user swaps qualifying for the end-user exception. The TCEH Debtors are currently
reviewing the amendment to determine the imp lications on their business. In addition, in December 2013, the CFTC
published its new proposed Position Limit Rule (the “PLR”). The PLR provides for specific position limits related to
futures and Swap contracts that the TCEH Debtors utilize in their hedging activities. The proposed PLR will require
that the TCEH Debtors comp ly with the portion ofthe PLR applicable to these contracts, which will result in increased
monitoring and reporting requirements and can also impact the types of contracts that the TCEH Debtors utilize as
hedging instrumentsin their operations.

M The REP Certification of the TCEH Debtors’ Retail Operation is Subject to PUCT
Review.

The PUCT may at any time initiate an investigation into whether the TCEH Debtors’ retail op erations comply
with certain PUCT rules and whether the TCEH Debtors retail op erations have met all of the requirements for REP
certification, including financial requirements. In addition, as a result of the Chapter 11 Cases, the PUCT may initiate
additional reviews of the TCEH Debtors’ retail operation, including with respect to their creditworthiness. Any
removal or revocation of a REP certification would mean that the TCEH Debtors would no longer be allowed to
provide electricity service to retail customers. Such decertification could have a material effect on the TCEH Debtors’
results of operations, liquidity and financial condition

(m) The TCEH Debtors May Suffer Material Losses, Costs, and Liabilities Due to
Ownership and Operation of the Comanche Peak Nuclear Ge neration Facility.

The TCEH Debtors’ ownership and operation of a nuclear generation facility involves certain risks. These
risks include, but arenot limited to:

e unscheduled outages or unexpected costs due to equipment, mechanical, structural, cybersecurity or
otherproblems;

e inadequacy or lapsesin maintenance protocols;

e theimpairment of reactor op eration and safety sy stems dueto human error or force majeure;

e thecosts of storage, handlingand disp osal of nuclear materials, includingavailability ofstorage space;
e thecosts of procuringnuclear fuel;

e possibleterrorist or cy bersecurity attacks and the cost of security with resp ect to such p ossible attacks;
e theimpact ofa natural disaster;

e limitations on theamounts and types ofinsurancecoverage commercially available; and

e uncertainties with respect to the technological and financial aspects of decommissioning nuclear
facilities at the end oftheir useful lives.

The prolonged unavailability of Comanche Peak could materially affect the TCEH Debtors’ financial
conditionand results of operations. Thefollowingare amongthe moresignificant of theserisks:
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e Operational Risk — Operations at any nuclear generation facility could degrade to thepoint where the
facility would have to be shut down. If such degradationswere to occur, the process of identifyingand
correcting the causes of the operational downgrade to retum the facility to operation could require
significant time and expense, resulting in both lost revenue and increased fuel and purchased power
expense to meet supply commitments. Furthermore, a shut-down or failure at any other nuclear
generation facility could cause regulators to require a shut-down or reduced availability at Comanche
Peak.

e Regulatory Risk — The NRC may modify, suspend or revoke licenses and impose civil penalties for
failure to comply with the Atomic Energy Act, the regulations under it or the terms of the licenses of
nuclear generation facilities. Unless extended, the NRC operating licenses for Comanche Peak Unit 1
and Unit 2 will expire in 2030 and 2033, respectively. In addition, as a result of the Chepter 11 Cases,
the NRC may itiate additional reviews of the TCEH Debtors’ operations at Comanche Peak,
including with respect to its ability to fund its operations in comp liance with its operating license.
Changes in regulations by the NRC, including potential regulation as a result of the NRC’s ongoing
analy sis and response to the effects of the natural disaster on nuclear generation facilities in Japan in
2010, could require a substantial increase in capital expenditures or result in increased operating or
decommissioningcosts.

e Nuclear Accident Risk — Although the safety record of Comanche Peak and other nuclear generation
facilities generally has been very good, accidents and other unforeseen p roblems have occurred both in
the U.S. and elsewhere. The consequences of an accident can be severe and include loss of life, injury,
lasting negative health impact, and property damage. Any accident, or perceived accident, could result
in significant liabilities and damage the TCEH Debtors’ reputation. Any such resulting liability from a
nuclear accident could exceed the TCEH Deébtors’ resources, including insurance coverage, and could
ultimately result in the suspension or termination of electricity generation from the Comanche Peak
facility .

(n) The Operation and Maintenance of Electricity Generation and Delivery Facilities
Involves Significant Risks That Could Adversely Affect the TCEH Debtors’ and
Oneor’sOncorElectric’s Results of O perations, Liquidity, and Financial Condition.

Theoperation and maintenance of electricity generation and delivery facilities involves many risks, including,
as gop licable, start-up risks, breakdown or failure of facilities, op erator error, lack of sufficient cgpital to maintain the
facilities, the dep endence on a sp ecific fuel source, the impact of unusual or adverse weather conditions or other natural
events, or terrorist attacks, as well as the risk of performance below exp ected levels of output, efficiency , or reliability,
the occurrence of any of which could result in lost revenues and/or increased expenses. A significant number of the
TCEH Débtors’ and Oneor’sOncor Electric’s facilities were constructed many years ago. In particular, older
generating equipment and transmission and distribution equipment, even if maintained in accordance with good
engineering p ractices, may require significant cgpital expenditures to kegp operating at peak efficiency or reliability .
The risk of increased maintenance and cap ital expenditures arises from (i) increased startingand stopp ing of generation
equipment due to the volatility of the competitive generation market and the prosped of continuing low wholesale
electricity prices that may not justify sustained ory ear-round operation of all the TCEH Debtors’ generating facilities,
(if) any unexpected failure to generate electricity, including failure caused by equip ment breakdown, or forced outage,
(iif) damage to facilities due to storms, natural disasters, wars, terrorist or cyber security acts, and other catastrophic
events, and (iv) the passage of time and normal wear and tear. Further, the TCEH Debtors’ and Oncor’sQncor
Electric’s ability to successfully and timely comp lete cap ital imp rovements to existing facilities or other cap ital p rojects
is contingent upon many variables and subject to substantial risks. Should any such efforts be unsuccessful, the TCEH
Debtors and Oncor Electric could be subject to additional costs and/or losses and write downs of the TCEH Debtors’
and OneerZsOncor Electric’s investmentin the project orimprovement.

The TCEH Debtors and Oncor_Electric cannot be certain of the level of cpital expenditures that will be
required due to changing environmental and safety laws and regulations (including changes in the interpretaion or
enforcement thereof), needed facility repairs and unexpected events (such as naural disasters or terrorist or cyber
security attacks). The unexpected requirement of large capital exp enditures could materially affect the TCEH Debtors’
and QaeerzsOncor Electric’s results of operations, liquidity, and financial condition.
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If the TCEH Debtors make any major modifications to the TCEH Debtors’ electricity generation facilities, the
TCEH Deébtors may be required to install the best available control technology or to achieve the lowest achievable
emission rates as such terms are defined under the new source review provisions of the CAA. Any such modifications
would likely result in the TCEH Debtors incurringsubstantial additional cap ital exp enditures.

Insurance, warranties, or performance guarantees may not cover all or any of the lost revenues or increased
expenses that could result from the risks discussed aove, including the cost of rep lacement electricity. Likewise, the
ability to obtain insurance, and the cost of and coverage provided by such insurance, could be affected by events
outsidethe TCEH Debtors’ and Oneer’sQncor Electric’s control.

(0) The Debtors’ and Ones+>s0Oncor Ele ctric’s Employees, Contractors, Customers and
the General Public May Be Exposed to a Risk of Injury Due to the Nature of the
Debtors’ and Onecor’sQncor Electric’s Operations.

Employees and contractors throughout the Debtors’ and Osnee+’sOnoor Electric’s organization work in, and
customers and the general public may be exposed to, potentially dangerous environments near the Debtors’ and
OneesrsOncor Electric’s operations. As a result, employ ees, contractors, customers, and the general public are at risk
for serious injury, including loss of life. Significant risks include nuclear accidents, dam failure, gas exp losions, mining
area collap ses, p olestrikes, and electric contact cases.

(p) The TCEH Debtors’ and Oncor’sOncor Electric’s Results of Operations, Liquidity,
and Financial Condition May be Materially Affected by the Effects of Extreme
Weather Conditions.

The TCEH Debtors’ and Oneer’sOncor Electric’s results of operations, liquidity, and financial condition may
be materially affected by weather conditions and may fluctuate substantially on a seasonal basis as the weather
changes. In addition, the TCEH Debtors and Onoor Electric could be subject to the effects of extreme weather.
Extreme weather conditions could stress Oneer’sOncor Electric’s transmission and distribution system and/or the
TCEH Debtors’ generation facilities, resulting in outages, increased maintenance, and capital expenditures. Extreme
weather events, including sustained cld or hot temperatures, hurricanes, storms, or other naural disasters, could be
destructive and result in casualty losses that are not ultimately offset by insurance proceeds or in increased capital
expenditures or costs, includingsupply chain costs.

Moreover, an extreme weather event could cause disruption in service to customers due to downed wires and
poles or damage to other op erating equipment, which could result in the TCEH Debtors foregoing sales of electricity
and lost revenue. Similarly, an extreme weather event might affect the availability of generation and transmission
capacity, limiting the TCEH Debtors’ and Onesr’sOncor Electric’s ability to source or deliver electricity where it is
needed or limit the TCEH Debtors’ ability to source fuel for the TCEH Deébtors’ generation p lants (including due to
damage to rail or natural gas p ipeline infrastructure). Additionally, extreme weather may result in unexp ected increases
in customer load, requiring the TCEH Debtors’ retail op erations to procure additional electricity supp lies a wholesale
prices in excess of their customer sales prices for electricity. These conditions, which cannot be reliably predicted,
could have an alverse consequence by requiring the TCEH Debtors to seek additional sources of electricity when
wholesale market prices are high orto sell excess electricity when market prices are low.

(@ The Debtors’ Results of Operations, Liquidity, and Financial Condition May Be
Materially Affe cted by Insufficient Water Supplies.

Supp lies of water are important for the TCEH Debtors’ generation facilities. Water in Texas is limited and
various parties have made conflicting claims regarding the right to access and use such limited supplies of water. In
addition, Texas has exp erienced sustained drought conditions that could affect the water supply for certain ofthe TCEH
Debtors’ generation facilities if adequate rain does not fall in the watershed that supp lies the affected areas. If the
TCEH Debtors are unable to access sufficient supplies of water, it could restrict, prevent or increase the cost of
op erations at certain ofthe TCEH Debtors’ generation facilities
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n Attacks on the Debtors’ or Oneer’sOncor Flectric’s Infrastructure That Breach

Cyber/Data Security Measures Could Expose the Debtors and Oncor_Electric to

Significant Liabilities and Reputation Damage and Disrupt Business Operations,

| Which Could Have a Material Effect on the Debtors’ and Oneer’sOncor Ele ctric’s
Results of Operations, Liquidity, and Financial Condition.

| Mudh of the Deébtors’ and Oaesr’sQOncor Electric’s information technology infrastructure is connected
(directly or indirectly) to the Internet. There have been numerous attacks on govemment and industry information
technology systems through the Intemet that have resulted in material operational, reputation and/or financial costs.
While the Debtors and Onesr’sOncor Electric’s have contols in place designed to protect the Debtors’ and
Oncor’sOncor Electric’s infrastructure and have not had any significant breaches, a breach of cyber/data security
measures that impairs the Debtors’ or Oneer’sQncor Electric’s information technology infrastructure could disrupt
normal business operations and affect the Debtors’ and Oreer’sOnoor Electric’s ability to control the TCEH Debtors’
generation assets and Oneco+2sOncor Electric’s transmission and distribution assets, access retail customer information
and limit communication with third parties. Any loss of confidential or proprietary data through a breach could
adversely affect the Debtors” and Onesr2sOncor Electric’s reputation, expose them to material legal/regulatory claims,
impair the Debtors” and Onesr2sOncor Electric’s ability to execute on business strategies, and/or materially affect the
Debtors’ and OnesrsQncor Electric’s results of op erations, liquidity and financial condition.

As part of the continuing development of new and modified reliability standards, the FERC has approved
changes to its Critical Infrastructure Protection reliability standards and has established standards for assets identified
as “critical cyber assets.” Under the Energy Policy Act of 2005,the FERC can impose p enalties (up to $1 million per
day, perviolation) for failure to comply with mandatory electric reliability standards, including standards to protect the
p ower system against p otential disruptions from cyber and p hysical security breaches.

| (s) The TCEH Debtors’ Retail Operation (XU Energy-Retail) May Lose a Significant
Number of Customers Due to Competitive Marketing Activity By Other Retail
Electricity Providers.

The TCEH Débtors’ retail op eration faces comp etition for customers. Comp etitors may offer lower prices and
other incentives, or attempt to use the Chepter 11 Cases against the TCEH Debtors, which, desp ite the business’ long
standing relationship with customers, may attract customers awvay from the TCEH Debtors. The TCEH Debtors
operae in avery competitive retail market, as is reflected in a 21% decline in customers (based on meters) served over
thelast five years.

In some retail electricity markets, the TCEH Deébtors’ princip al competitor may be the incumbent REP. The
incumbent REP has the advantage of long-standing relationships with its customers, including well-known brand
recognition.

In addition to competition from the incumbent REP, the TCEH Debtors may face comp etition from a number
of other energy service providers, other energy industry participants, or nationally branded providers of consumer
produds and services who may develop businesses tha will compete with the TCEH Debtors. Some of these
competitors or potential comp etitors may be larger or better capitalized than the TCEH Debtors. If there is inadequate
potrﬂirgtial margin in these retail electricity markets, it may not be profitable for the TCEH Debtors to compete in these
markets.

® The TCEH Debtors’ Retail Operations are Subject to the Risk that Sensitive
CustomerData May be Compromised, Which Could Result in an Adverse Impact to
the TCEH Debtors’ Reputation and/or Results of the Retail Operations.

The TCEH Debtors’ retail business requires access to sensitive customer data in the ordinary course of
business. Examp les of sensitive customer daa are names, addresses, account information, historical electricity usage,
expected patems of use, payment history, credit bureau data, credit and debit card account numbers, drivers’ license
numbers, social security numbers, and bank account nformation. The TCEH Debtors’ retail business may need to
provide sensitive customer data to vendors and service providers who require access to this information to provide
services, such as call center operaions, to the retail business. If a significant breach occurred, the rep utation of the
TCEH Debtors’ retail business may be adversely affected, customer confidence may be diminished, or the TCEH
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Debtors’ retail business may be subject to legal claims, any of which may contribute to the loss of customers and have a
negative impact on thebusiness and its results of operations, liquidity and financial condition.

() The TCEH Debtors’ Retail Operations Rely On the Infrastructure of Local Utilities
or Independent Transmission System Operators to Provide Electricity To, and To
Obtain Information About, Its Customers; Any Infrastructure Failure Could
Negatively Impact Customer Satisfaction and Could Have a Material Negative
Impact on the Business and Results of O perations.

The TCEH Debtors’ retail op erations depend on transmission and distribution facilities owned and op erated
| by unaffiliated utilities, as well as Oneor’sOncor Electric’s facilities, to deliver the electricity they sell to their
customers. If transmission capacity is inadequate, the TCEH Debtors’ ability to sell and deliver electricity may be
hindered, and the TCEH Debtors may have to forgo sales or buy more exp ensivewholesale electricity than is available
in the cgpacity -constrained area. For examp le, during some periods, transmission access is constrained in some areas
of the Dallas-Fort Worth metrop lex, where the TCEH Debtors have a significant number of customers. The cost to
provide service to these customers may exceed the cost to provide service to other customers, resultingin lower profits.
In addiion, any infrastructure failure that nterrupts or impairs delivery of electricity to the Debtors’ customers could
negatively impact customer satisfaction with the TCEH Debtors’ service.

v) The TCEH Debtors’ Retail Operations Offer Bundled Services to Customers, With
Some Bundled Services Offered At Fixed Prices and For Fixed Terms; if the TCEH
Debtors’ Costs For These Bundled Services Exceed the Prices Paid By the TCEH

Debtors’ Customers, the TCEH Debtors’ Results of Operations Could Be Materially
Affected.

The TCEH Debtors’ retail operations offer customers a bundle of services that include, at a minimum,
electricity p lus transmission, distribution and related services. The prices the TCEH Debtors charge for the bundle of
services or for the various components of the bundle, any of which may be fixed by contract with the customer for a
period oftime, could fall below the TCEH Debtors’ underlyingcost to provide the componentsof such services.

(w) The TCEH Debtors’ Rewenues and Results of Operations May be Adwersely
Impacted by Decreases in Wholesale Market Prices of Electricity Due to the
Development of Wind Generation Sources.

A significant amount of investment in wind generation in the ERCOT market over the past few years has
increased overall wind power generation capacity. Generally, the increased capacity has led to lower wholesale
electricity prices (driven by lower market heat rates) in the regions a or near wind power development. As aresult, the
profitability of the TCEH Debtors’ generation facilities and electricity purchase contracts, including certain wind
generation power purchase contracts, has been impacted and could be further imp acted by the effects of the wind power
development, and the value could significantly decrease if wind power generation has a material sustained effect on
market heat rates.

| (x) The Debtors’ and Oner’sOncor Flectric’s Results of Operations and Financial
Condition Could Be Negatively Impacted by Any De velopment or Event Beyond the

| Debtors’ and Oneor>sOncor Electric’s Control that Causes Economic Weakness in
the ERCOT Market.

The Debtors and Onoor_Electric derive substantially all of their revenues from operations in the ERCOT
market, which covers goproximately 75% of the geographical area in the State of Texas. As a result, regardless ofthe
state of the economy in areas outside the ERCOT market, economic weakness in the ERCOT market could lead to
reduced demand for electricity in the ERCOT market. Such a reduction could have a material negative impact on the
Debtors’ and Oneer’sOncor Electric’s results of op erations, liquidity, and financial condition.
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) The Loss of the Services of the Debtors’ and Oneor’sOncor Electric’s Key
Management and Personnel Could Adversely Affect their Ability to Operate their
Businesses.

TheDebtors’ and Onest’sOncor Electric’s future success will depend on their ability to continue to attract and
retain highly qualified personnel. The Debtors and Onaor_Electric compete for such personnel with many other
companies, in and outside their industry, government entities and other organizations. The Debtors and Oncor_Electric
may not be successful in retaining current personnel or in hiring or retaining qualified personnel in the future. The
Debtors’ and Qnesr’sOncor Electric’s failure to attract new p ersonnel or retain existing p ersonnel could have a material
effect on their businesses.

(2) The Debtors have Disclosed a Material Weakness in their Intemal Control Over
Financial Reporting Relating to Their Accounting for Deferred Income Taxes,
Which Could Adversely Affect their Ability to Report their Financial Condition,
Results of Operations or Cash Flows Accurately and On a Timely Basis.

In connection with the Debtors’ assessment of intemal control over financial reporting under Section 404 of
the Sarbanes-Oxley Act of 2002, they identified a material weakness in their internal control over financial reporting
relating to their accountingfor deferred income taxes.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a maerial misstatement of the Debtors’ annual or interim
financial statements will not be prevented or detected on a timely basis. Management's procedures and testing
identified control deficiencies related to incomplete underlying data and insufficient doaumentaion in the
reconciliation process related to deferred income tax accounting that led management to conclude that control
deficiencies existed at December 31, 2014. As a result of these deficiencies, until they are substantially remediated, it
is reasonably possible that internal controls over financial reporting may not prevent or detect errors in the financial
statements from occurringthat could be material, either individually or in the aggregate.

While actions have been taken to improve the Debtors” internal controls in response to the identified material
weakness related to certain aspects of accounting for deferred income taxes, additional work continues to address and
remediate the identified material weakness. Until these actions are fully implemented and tested, a material weakness

in the Debtors’ internal control over financial rep orting will continue to exist. As aresult, the Debtors’ ability to timely
oraccurately rep ort their future financial condition, results of operations or cash flows may beadversely affected.

2. Risk Factors Related to the Business Operations of EFH Corp., EFIH, and OncorElectric.

EFIH is a holding company tha conducts its operations principally through Oncor, i
Electric. As such, the risks described below relating to Oncor’s business will apply to EFH Corp. and EFIH and,
following the Effective Date, Reorganized EFH and Reorganized EFIH. Given the “ring-fencing” measures that have
been imp lemented by EFH Comp. and Oncor, EFH Com., and EFIH will have limited ability to mitigate any ofthe risks
related to Oncor’s business operations, which are discussed in detail below.

(@) The Costs of Providing Postre tirement Benefits and Related Funding Re quirements
Are Subject to Changes in Value of Fund Assets, Benefit Costs, Demographics, and
Actuarial Assumptions and May Have a Material Effect on the Debtors’ and
Oneor’sOncor Electric’s Results of O perations, Liquidity, and Financial Condition.

Oncor_Electric provides, and to a limited extent, the Debtors provide pension benefits based on either a
traditional defined benefit formula or a cash balance formula, and the Debtors and Onoor Electric also provide certain
health care and life insurance benefits to eligible emp loyees and their eligible dependents upon the retirement of such
employees. The Debtors’ and Onee+’sOncor Electric’s costs of providing such benefits and related funding
requirements are dependent upon numerous factors, assumptions, and estimates and are subject to changes in these
factors, assumptions, and estimates, including the market value of the assets funding the pension and OPEB plans.
Fluctuations in financial market retums as well as changes in general interest rates may result in increased or decreased
benefit costs in future p eriods.
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The values of the investments that fund the pension and OPEB plans are subject to changes in financial
market conditions. Significant decreases in the values of these investments could increase the exp enses of the p ension
plans and the costs ofthe OPEB plans and related funding requirements in the future. Oree+’sOncor Electric’s and the
Debtors’ costs of providing such benefits and related funding requirements are also subject to changing emp loy ee
demographics (including age, comp ensation levels and y ears of accredited service), the level of contributions made to
retiree plans, expected and actual earnings on plan assets and the discount rates used in determining the p rojected
benefit obligation. Changes made to the provisions of the plans may also impact current and future benefit costs.
Fluctuations in financial market retums as well as changes in general interest rates may result in increased or decreased
benefit costs in future p eriods.

(b) A Substantial Percentage of One+’sOncor Electric’s Revenues Come From TCEH
and Its Subsidiaries.

Revenues from TCEH represented 25% and 27% of Oneer’sOncor Electric’s total reported consolidaed
revenues forthey ears ended December 31,2014, and 2013, respedively. The Debtors cannot be certain that the TCEH
Debtorswill successfully emerge from bankruptcy or, if they do so, have a comparable financial condition and p roduce
comparable results of operations as they have in the past. Any such changes may have an adverse effect on
Oneor’sOncor Electric’s revenues which may, in tum, have an adverse effect on Reorganized EFH or the Reorganized
EFIH Debtors.

(© Oneor’sOncor Electric’s Capital Deployment Program May Not Be Executed as
Planned, Which Could Adversely Impact OneorsOncor Electric’s Financial
Condition and Results of O perations.

There can be no guarantee tha the execution of OnesrZsOncor Electric’s capital deployment program for its
electricity delivery facilities will be successful, and there can be no assurance that the capital investments Oncor
Electric intends to make in connection with its electricity delivery business will produce the desired redudions in cost
and imp rovements to serviceand reliability .

d) Market Volatility May Impact Oneor’sOncor Electric’s Business and Financial
Condition in Ways That Oncor Electric Currently Cannot Pre dict.

Because Oncor’sOncor Electric’s operations are capital intensive, Onoor_Electric expects to rely over the
long-term upon access to financial markets as a significant source of liquidity for capital requirements not satisfied by
cash-on-hand, operaing cash flows, or Ores+>sOncor Electric’s revolving credit facility. Considering OneersOncor
Electric’s construction plans to service Oree+sOncor Electric’s growing customer base and ERCOT needs, it is likely
Oncor Electric will incur additional debt. In addition, Oncor_Electric may incur additional debt in connection with
other investments in infrastructure or technology, such as smart grid sy stems. Onee+’sOncor Electric’s ability to access
the capital or credit markets may be severely restricted at a time when Oncor Electric would like, or need, to access
those markets, which could have an impact on Oreer’sOncor Electric’s flexibility to react to changing economic and
business conditions. In addition, the cost of debt financing may be materially and adversely impacted by these market
conditions. Even if Oncor Electric is able to obtain debt financing, Oncor_Electric may be unable to recover in rates
some or all of the costs of such debt financing if they exceed Oaee+2sOncor Electric’s PUCT -gpproved cost of debt
determined in Onesr2sOncor Electric’s most recent rate review or subsequent rate reviews. Accordingly, there can be
no assurance that the capital and credit markets will continueto be a reliable or accep table source of short-termor long-
term financing for Oncor_Electric. Additionally, disruptions in the cgital and credit markets could have a broader
impact on the economy in general in ways that could lead to reduced electricity usage, which could have a negative
imp act on OacorsOncor Electric’s revenues, or have an impact on Onco+2sOncor Electric’s customers, counterp arties,
and/or lenders, causing them to fail to meet their obligations to Oncor Electric.

e) Adverse Actions with Respect to Onesr’sOncor Flectric’s Credit Ratings Could
Negatively Affe ct Oneor’sOncor Electric’s Ability to Access Capital.

OneosrzsOncor Electric’s access to caital markets and its cost of debt are directly affected by its credit ratings.
Any adverse action with respect to Onesr’sOncor Electric’s credit ratings could generally cause borrowing costs to
increase and the potential pool of investors and funding sources to decrease. OneorsOncor Electric’s credit ratings are
currently substantially higher than those of the Debtors. If credit rating agencies were to change their views on
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OnesrzsOncor Electric’s independence of the Debtors, Oaesr2sOncor Electric’s credit ratings would likely decline.
Despite the ring-fencing measures, rating agencies have in thepast, and could in the future, take an adverse action with
respect to Onesr2sOncor Electric’s credit ratings in response to actions taken by the Debtors in connection with the
Chapter 11 Cases. In the event any such adverse action takes place and causes Onesr’sOncor Electric’s borrowing
costs to increase, Oncor_Electric may not be able to recover such increased costs if they exceed the PUCT-goproved
cost of debt determined in its most recent rate review or subsequentrate reviews.

Most of Oneer’sOnoor Electric’s suppliers and counterp arties require an expected level of creditworthiness in
order for them to enter into transactions with Oncor_Electric. If Oneo+’sOncor Electric’s credit ratings decline, the
costs to operate Oaeer’sOncor Electric’s business would likely increase because countemparties could require the
posting of collateral in the form of cash-related instruments, or counterparties could decline to do business with Oncor

® The Rates of Oneor2sOncor Electric’s Electricity Delivery Business Are Subject to
Regulatory Review, and May Be Reduced Below Current Levels, Which Could

Adversely Impact Ones+’sOnoor Flectric’s Results of Operations, Liquidity, and
Financial Condition.

The rates charged by Oncor Electric are regulated by the PUCT and certain cities and are subject to cost-of-
service regulation and annual earnings oversight. This regulatory treatment does not provide any assurance as to
achievement of earnings levels. Ones2sOncor Electric’s rates are regulated based on an analy sis of Oneer’sOncor
Electric’s costs and capital structure, as reviewed and goproved in a regulatory proceeding. While rate regulation is
premised on the full recovery of prudently incurred costs and a reasonable rate of retum on invested capital, there can
be no assurance that the PUCT will judge all of Oneer’sOncor Electric’s costs to have been prudently incurred, that the
PUCT will not reduce the amount of invested cap ital included in the cap ital structure that Onco+>sOncor Electric’s rates
are based upon, or tha the regulatory process in which rates are determined will alway' s result in rates tha will produce
full recovery of Oneor’sOncor Electric’s costs, including regulatory assets reported on Oncer’sOncor Electric’s balance
sheet, and thereturn on invested cap ital allowed by thePUCT.

()} Disruptions at Electricity Generation Facilites Owned by Third Parties Could
Interrupt Oneor’sQncor Electric’s S ales of Transmission and Distribution Services.

The electricity Onoor_Electric transmits and distributes to austomers of REPs is obtained by the REPs from
electricity generation facilities. Onaoor_Electric does not own or operate any generation facilities. If generation is
disrupted or if generation capacity is inadequate, Oneo’sOncor Electric’s sales of transmission and distribution
services may be diminished or interrupted, and Onesr’sOncor Electric’s results of operations, financial condition, and
cash flows may beadversely affected.

(h) Oneor’sOncorElectric’s Re ve nues and Re sults of O perations are Seasonal.

Oneor’sOncor Electric’s revenues are subject to seasonality, weather conditions and other electricity usage
drivers, with revenues beinghighest in the summer.

@) Onoor_Electric is Dependent Upon a Limited Number of Suppliers and Service
Providers for Certain of the Operations; If Any of These Suppliers or Service
Providers Failed or Became Unable to Perform on Their Agreements With Oncor
Electric, it Could Disrupt Oneex’sOncor Electric’s Business and Have an Adverse

Effect on Oncor’sOncor Electric’s Cash Flows, Financial Condition and Results of
Operations.

Oncor Electric relies on suppliers and service providers to provide Onoor_Electric with certain specialized
materials and services, including materials and services for power line maintenance, rep air, and construdion, the AMS,
information technology, and customer operations. The financial condition of Oaecor>sOncor Electric’s suppliers and
service providers may be adversely affected by general economic conditions, such as credit risk and the turbulent
macroeconomic environment in recent years. Because many of the tasks of these suppliers and service providers
require specialized electric industry knowledge and equipment, if any of these p arties fail to perform, go out of business
or otherwise become unable to perform, Onoor Electric may not be able to transition to substitute suppliers or service
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providers in a timely manner. This oould delay Oneer’sOncor Electric’s construction and improvement p rojects,
increase Oneer’sOnoor Electric’s costs and disrupt Oaeer’sOncor Electric’s op erations, which could negatively impact
their business and reputation. In addition, Oncor_Electric could be subject to fines or penalties in the event a delay
resulted in a violation ofaPUCT or other regulatory order.

()] Risks Related to the Oncor ElectricRing-Fencing.

0] EFH Corp. and EFIH Haw a Very Limited Ability to Control Activities at
Oncor Electric Due to Structural and Operational “Ring-Fencing”
Measures.

EFH Com. and EFIH depend upon Onaoor_Electric for a significant amount of their cash flows and rely on
such cash flows in order to satisfy their obligations. However, EFH Corp. and EFIH have a very limited ability to
control the activities of Oncor_Electric. As part of the ring-fencing measures imp lemented by EFH Corp. and Oncor
Electric, including certain measures required by the PUCT's Order on Rehearing in Dodket No. 34077, a majority of
the members of OnarsOncor Electric's board of directors are required to meet the New York Stock Exchange
requirements for independence in all material respects, and the unanimous, or majority, consent of such directors is
required for Oncor Electric to take certain actions. In addition, any new independent directors are required to be
appointed by the nominating committee of Oncor Holdings' board of directors, a majority of whose members are
independent directors. No member of EFH Comp.'s or EFIH's management is a member of OrasrsOncor Electric's
board of directors. Under Oncor Holdings' and OrscersQnaor Electric's organizational documents, EFH Corp. has
limited indirect consent rights with respect to the activities of Oncor_Electric, including (i) new issuances of equity
securities by Oncor Electric, (i) material transactions with third p arties involving Oncor Electric outside of the ordinary
course of business, (iii) actions that cause Orea+rsOncor Electric's assets to be subject to an increased level of
jurisdiction of the FERC, (iv) any changes to the state of formaion of Oncor_Electric, (v) material changes to
accounting methods not required by US GAAP, and (vi) actions that fail to enforce certain tax sharing obligations
between Oncor Electric and EFH Comp. In addition, OncersOnoor Electric's organizational agreements contain
restrictions on OacrsOncor Electric's ability to make distributions to its members, including indirectly to EFH Corp.
orEFIH.

Additionally, the restrictive measures required by the PUCT's Order on Rehearing in Dodket No. 34077,
include, amongotherthings:

e Oncor Electricnot beingrestricted from incurring its own debt;

e  Oncor_Electric not guaranteeing or p ledging any of its assets to secure the debt of any member of EFH;
and

e  restrictions on distributions by Oncor_Electric, and the right of the indep endent members of QasersOnoor
Electric's board of directors and the largest non-majority member of Oncor_Electric to block the payment
of distributions to Oncor Holdings (i.e., such distributions not beingavailable to EFH Corp. under certain
circumstances).

The Debtors currently expect such “ring-fencing” measures to remain in place followmng the Debtors’
emergence from bankmptcy. Thus, consistent with EFH Corp.’s and EFIH’s current limited ability to control the
activities of Onoor_Electric, Reorganized EFH will have a very limited ability to control the activities of Oncor_Electric
after emergence.

(i) Onoor Electric May or May Not Make Any Distributions to EFH Corp. or
EFIH or Reorganized EFH afteremerzenceAfter Emergence.

EFH Com. and Oncor_Electric have implemented certain structural and operational ring-fencing measures,
and as part of the ring-fencing measures, a majority of the members of the board of directors of Oncor Electric are
required to be, and are, independent from EFH Com. and EFIH. Any new independent directors of Onoor Electric are
required to be gopointed by the nominating committee of Onoor Holdings, which is required to be, and is, comprised of
a majority of directors tha are indegpendent from EFH Corp. and EFIH. The organizaional documents of Oncor
Electric give these independent directors, acting by majority vote, and, during certain periods, any director designated
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by Texas T ransmission, the exp ress right to p revent distributions from Oncor Electric if they determine that it is in the
best interests of Onoor_Electric to retain such amounts to meet expected future requirements. The Debtors currently
expect such “ring-fencing’” measures to remain in place following the Debtors’ emergence from bankmptcy.
Accordingly, there can be no assurance that Oncor Electric will make any distributions to EFH Com. or EFIH or
Reorganized EFH after emergence.

In addition, Oneer>s0Oncor Electric’s organizational documents prohibit Oncor_Electric from making any
distribution to its owners, including EFH Corp. and EFIH or Reorganized EFH after emergence, so long as and to the
extent tha such distribution would cause Oresr’sOncor Electric’s regulatory capital structure to exceed the debt-to-
equity ratio established from time to time by the PUCT for ratemakingp urposes, which is currently set at 60% debt to
40% equity. Under the terms of a Federal and State Income Tax Allocation Agreement, Oncor Electric makes tax
payments to EFH Comp. (bypassing EFIH) based on its share of an amount calculated to gpproximate the amount of
taxes Oncor Electric would have paid to the IRS if it was a stand-alone taxp ayer.

Moreover, Onoor_Electric has incurred debt in connection with CREZ and may incur additional debt in
connection with other investments in infrastructure or technology. Accordingly, while Oncor Electric is required to
maintain a sp ecified debt-to-equity ratio, there can be no assurance that OncersOnar Electric's equity balance will be
sufficient to maintain the required debt-to-equity ratio established from time to time by the PUCT for ratemaking
purposes, thereby restricting Oncor Electric from making any distributions to EFH Corp. or EFIH or Reorganized EFH
after emergence.

(k) Risks Related to Holding Company Structure.

(i) EFH Corp., EFIH, EFCH, TCEH are, and Reorganized EFH and
Reorganized TCEH (Each Such Entity, a “Holding Company”) Will Be, a
Holding Company and Their Obligations Are, Or Will Be, Structurally
Subordinated to Existing and Future Liabilities and Preferred Stock of
TheirS ubsidiaries.

Each Holding Company’s cash flows and ability to meet its obligations are (or will be) largely dependent
upon the earnings of its subsidiaries and the payment of such earnings to such Holding Company in the form of
dividends, distributions, loans or otherwise, and rep ayment of loans or advances from such Holding Company. These
subsidiaries are (or will be) separate and distinct legal entities and have (or will have) no obligation (other than any
existing contractual obligations, which may be suspended or altered in the Chapter 11 Cases) to provide such Holding
Company with funds for its payment obligations. Any decision by a subsidiary to provide its’ parent Holding
Company with funds for its payment obligations, whether by dividends, distributions, loans or otherwise, will depend
on, among other things, the subsidiary ’s results of operations, financial condition, cash requirements, contractual
restrictions and other factors. In addition, a subsidiary ’s ability to pay dividends may be limited by covenants in its
existing and future debt agreements, gpplicable law and the Chapter 11 Cases. Further, the distributions tha may be
paid by Oncor Electricare limited as discussed above.

Because each Holding Company is a holding company, its obligations to its creditors are (or will be)
structurally subordinated to all existing and future liabilities and existing and future preferred stodk of its subsidiaries
that do not guarantee such obligations. Therefore, with respect to subsidiaries which don’t guarantee its p arent Holding
Company’s obligations, such Holding Comp any’s rights and the rights of its creditors to p articip ate in the assets of any
subsidiary in the event that such a subsidiary is liquidated or reorganized are subject to the prior claims of such
subsidiary ’s creditors and holders of such subsidiary ’s preferred stock. To the extent that aHolding Comp any may be a
creditor with recognized claims against any of its subsidiaries, such Holding Comp any’s claims would still be subject
to the prior claims of such subsidiary’s creditors to the extent that they are secured or senior to those held by such
HoldingCompany.
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E. Risks Related to the REIT Re organization.go
1. Implementingathe REIT Reorganization Is S ubject to S ignificant Contingency and Risk.

As discussed in greater detail above and below, implementing athe REIT Reorganization is subject to
significant uncertainty and risk with respect to regulatory, IRS, and other goprovals. These risks include, but are not
limited to, the need to obtain certain rulings from the IRS in nnection with the Private Letter Ruling request (and
supplements thereto). Even if all such rulings are obtained, there may be certain fact-specific issues that are not
addressed by the Private Letter Ruling.

These risks also include the need to obtain regulatory gpproval from the PUCT in connection with athe REIT
Reorganization. Even if regulatory goproval from the PUCT ulkimately is obtained, the PUCT may impose certain
conditions that could significantly affect Ores+>sOncor Electric’s value. For example, the PUCT may require tha a
portion of the incremental value realized as a result of ghe REIT Reorganization be passed on to raepayers in some
form.

An additional risk associated with ghe REIT Reorganization is tha the minority owner of Oncor_Electric,
Texas Transmission and/or the directors that Texas Transmission has gopointed to Onesr2sOncor Electric’s board of
directors may seek to block or impose certain conditions on athe REIT Reorgan izaion on the ba5|s that their consent is
requwed to |mp Iement certaln necessary struaural stqos a A ah a

hewevepby—mw REIT Reorgamzatlon forthe purpose of conductlngan |n|t|al publlc offerlng of
Reorganlzed EFH and |nvok|ng applicable clauses in the relevant Oncor ggxcemmg-ag’-eemen-t-s-

2. REITCo and Its Subsidiaries Will Be Dependent on OpCo Unless and Until REITCo and Its
S ubsidiaries Substantially Diversify Their Portfolios.

implemen ed; onCo defined helow E_m@ will own

REITCo’s (as deﬁned below)91 electr|C|ty dlstrlbutlon and transrmssmn assets that are considered real property or real
estate assets (along-with—certain—otherpropery)for U.S. federal income tax purposes:

property). OpCo will lease and operate such assets (with the exception of certain assets that satisfy the “active trade or
business” requirement with resp ect to Reorganized EFH-Co#p-)) pursuant to one or more lease agreements. Payments
under such lease agreements will account for a significant portion of PropCo’s revenues. There can be no assurance
that OpCowill have sufficient assets, income, and access to financingto enale it to satisfy its payment obligations on
account of the leases. The inability or unwillingness of OpCo to meet its rent obligations and other obligations under
the leases could materially adversely affect PropCo’s business, financial p osition, or results of operations, including
PropCo’s ability to pay dividends to REITCo to enable REITCo to satisfy its REIT distribution requirements (which
are discussed in greater detail below). For these reasons, if OpCo were to experience a material adverse effect on its
business, financial position, or results of op erations, the business, financial position, or results of operations of PropCo
and REIT Cocouldalso be materially adversely affected.

Due to PropCo’s dep endence on rental payments from OpCo as ap rimary source of revenues, PropCo may be
limited in its aility to enforce its rights under or to terminae the lease, either in full or with respect to any particular
assets. Failure by OpCo to comply with the terms of the lease or to comply with gop licable PUCT regulations could

require PropCo to find another lessee, which could be subject to regulatory gpproval by the PUCT, and there could be a
decrease or cessation of rental payments by OpCo.

% Many oftherules that apply to REITs arediscussed in greater detail in Section X of this Disclosure Statement.

91

t-e-ampJemenI-t—heR-ElR—eergamzauen—ln this Dlsclosure Statement references to “REH Co” are references to
the entity—if-any- that electswill elect to be treated as a REIT for U.S. federal income tax purposeseﬁer.ﬂ_[ the
Lol ;

avoidance of the REITReorganization;
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3. If REIT Co Does Not Qualily to-Be-Taxedfor Taxation as a REIT, or Fails to Remain Qualified
for Taxation as a REIT, REITCo Will Be Subject to U.S. Federal lncome Tax as a Regular
Corporation and Could Face a Substantial Tax Liability.

=% i i ated—theThe D ebtors ntend that REITCo will gualifi—te
be taaeed—as—a—R—ElIgM md%hat—R—EI:FQewﬂl op elate in amannerthat willallow REITCo to be-¢lassifiedgualify
for taxation as-—and-taxed-as; a REIT for U.S.federal income tax pumposes. Qualification_for taxation as a REIT
involves the application of highly technical and complex IRC provisions for which only limited judicial and
administrative authorities exist. Even a technical or inadvertent violation of any of theseprovisions could jeop ardize
REITCo’s REI-qualification for taxation asa REIT.

The-validityofREITCo’s qualification and taxation as a REIT will depend on REITCo’s satisfaction of
eertamspecified asset, income, organizational, distribution, shareholder ownership, and other requirements on a
continuing basis (eeﬁam—ef—w%eh—afeas discussed in more detail below). REITCo’s ability to satisfy the asset tests
dependson REITCo’s analy sis of the characterizaton and fair market values of PopCo’s assets;seme-ofwhich-arenet
susceptble-to—aprecise-determination-, In addtion, REITCo’s ability to satisfy the requirements to qualify te-be
taxedfor taxation as a REIT may d@end in part on the actions o f third parties over which it has no contol or only
limited influence.

As discussed below, the Ddtos expect that they will supp lement the Private Letter Ruln g request to seek
rulings on certain issues relevant to REITCo’s qualification fortaxation asa REIT. Ifreceived, REITCo may generally
rely upon the mling However, no assurance can be given that the IRS will not challenge REITCo’s qualification for
taxation as a REIT onthebasis ofotherissues or facts outsidethescopeoftheruling, if provided.

IfREITCo were to fail to qualify te-betaxedfor taxation as a REIT in any taxable year (including with resp ect
to the E&P Purging Dividend (defined and discussed in further detail below)), it would be subject to U.S. federal
income tax, including any app licable alternative mininum tax, on is taxable income at regular corporate rates, and
dividends paid to REITCo’s sharecholders would not be deductible by REITCo in computing its taxable income. Any
resulting coporate tax liability could be substantial and would reduce the amount of cash available for distribution to
Holders of REITCo stock, which in turn could have an adverse effect on the value of REITCo stock. Unless REHHTCo
were entitled to relief under certain IRC provisions, REITCo also would be disqualified from reelectingto be taxed as a
REIT forthe four taxable y ears follow ingthe y ear in which REITCo failed to qualify te-betaxedfor taxation as a REIT.

4. Applicable REIT Laws May Restrict Certain Business Activities.

e mented-REITCo will be subject to various restrictions on its
income, assets and ad ivities (eeﬁaa—n—ef—wh&eh—a;eas dlscussed in more detail bdow). Business activities that couldbe
imp acted by apphcable REIT law s indude, but are not limited to, activities such as develop in galternative uses of real
estate. There is a possbility that certain_business activities that would otherwise be prohibited

could be conducted through one or more corporations that elect to be treated as taxable REIT subsidiaries (cach a
“TRS” and, i plural, “TRSs”) ©r U.S. federal income tax purposes. Any such TRSs would be taxable as
C corp orations and wouldbe subject to federal, state local and,if ap p licable, foreigh taxation on their taxable income.

5. Legislative or Other Actions Affecting REITs Could Have a Negative Effecton REITCo.

The rules dealing with U.S. federal income taxation are constantly under review by persons involved in the
leglslatlve plooess and by the IRS and the U.S. Depatment of the Treasury (the “Treasury”). H-theREIT
o e hangesChanges to the tax laws or interp retations thereofby the IRS and

the TIeasuIy, w1th or w1thout ret10 actlve app lication, could materially and adversely affect REITCo. The D ebtors
cannot predict how changes in the tax laws might affea REITCo. New legislation, Treasury regulations, administrative

interpretations, or court decisions coull significantly and negatively affect REITCo’s ability to qualify te-be-taxedfor
taxation as a REIT ortheU.S. federal incometax consequences to REITCo of such qualification .
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6. REITCo Could Fail to Qualily to-Be—Taxedfor Taxation as a REIT If Income it Receives
from PropCo orIts S ubsidiaries Is Not Treated as Qualifying Income.

Under applicable provisions of the IRC, #h qanization inplemented R EITCo
will not betreatedgualify for taxation as a REIT unless it sansﬁes various quunements mcludmg requlrements relating
to the sources of its gross income. Rents received or accrued by REITCo from OpCo through PropCo will not be
treated as qualify ngrent for purposes of these requirements if the lease is not rep ected as a true lease for U.S. federal
incometax puip oses and is instead treated as a service contract, jointventure, or some other typ eof arrangement. Ifthe
lease is not respected as a true lease for U.S. federal income tax puip oses, REITCo will likely fail to qualify te-be
taxedfor taxation asa REIT.

In addition, subject to certain exceptions, rents received or accrued by REITCo fiom a tenant (including
OpCo) through PropCo or its subsidiaries will not be treated as qualify ing rent for purposes of these requirements if
REITCoor an actual or constructive owner of 10% or more of REITCo stock actually or @nstructively owns 10% or
more ofthetotal combined voting power of all classes of OpCo stock antitled to vote or10% or moreof the total value
of all classes of such tenant’s stodk. REITCo’s charter will provde for restrictions on ownership and transfer of its
shares of stock, including restrictions on such ownership or traxsfer that would cause the rants received or accrued by
REITCo from such tenant through PropCo or its subsidiaries to be treated as non-qualify ing rent forpuiposes of the
REIT gross income requirements. Neverthdess, there can be no assurance that such restrictions will be effective in
ensuuringthat rents received or accrued by REITCo through PropCoor its subsidiaries will be treated as qualify ingrent
forpurposes of REIT qualification requirements.

7. Dividends Payable by REITs Do Not Generallv Qualify for the Reduced Tax Rates Available
for S ome Dividends.

The maximum U.S. federal income tax rate applicable to income from “qualified dividends” p ayable by
U.S. corporations toU.S. shareholders that are individuals, trusts, and estates is currently 20% (and an additbnal 3.8%
tax on net investment income may also be applicable). Dividends payable by REITs, however, generaly are not
eligible for the reduced rates epplicable to “qualified dividends.” Although these rules do not adversely affect the
taxation of REITs, the more favorable rates applicable to regular coporae qualified dividends coull cause invesors
who are individuals, trusts, and estates to perceive investments in RETTS tobe relatively less attractivethan investments
in the stock of other comporations that pay dividends, which could adversdy affect the value of REITCo’s stock-ifa

8. REIT Distribution Require ments Could Adversely Affect REITCo’s Ability to Exeaite Its
Business Plan.

..... iz-ation—i e i mented—REITCo generally nust distrbute anmually a least
90% of its REIT taxable income, detennlned w1thout regard to the dividends-paid deduction and excluding any net
capital gains, in order for REITCo to qualifi-te-betaxedmaintain its qualification fortaxation as a REIT. To theextent
that REITCo satisfies this distribution requirement and qualifies for taxation as a REIT but distributes less than 100%
of its REIT taxable income, determined without regard to the dividends-paid deduction and including any net cap ital
gains, REITCo will be subject to U.S. federal cotporate in come tax on its undistributed net taxable income. In addiion,
REITCo will be subject to a 4% nondeductible excise tax if the acua amount that REITCo distributes to its
shareholders infor a calendar year is less than a minimum amount specified under U.S. federal income tax laws. The
Debtors intend that REITCo will make distributions to its shareho lders to comply with the REIT requirements of the
IRC.

From time to time, REIT Co may gnerate taxable income greater than its cash flow as a result of differences
in timing between the recognition oftaxable income and the actual receip t of cash or the effect ofnondeductible cap ital
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exp enditures, the creation of reserves, or required debt ex-amottization payments. If REITCo d oes not have other funds
avalable in these stuations, REITCo oould be required to borow funds on unfavorable terms, sell assets at
disadvantageous prices, or distribute amounts that woull otherwise be invested in future acquisitions to make
distributions sufficient to enable REITCo to pay out enough of its taxable income to satisfy the REIT distribution
requirements and to avoid corporate income tax and the 4% excise tax in a p articular year. These alternatives ould
increase REITCo’s costs or raluce the value of its equity. Thus, conp liance with the RET requirements may hinder
REITCo’s ability to grow, which coul adversely affect the Va]ue of REITCo} stock, or (as explained bedow) cause
ho]ders of REITCO s stock to incur tax hablhtles 1n excess of cash distributions. M oreover, th%may—be—restnctx)ns
! it the ability of REITCo or its subsidiaries to mncur
addltlonal mddatedness ormak e certain dlstnbutlons that could negatively impact orpreclude REITCo from meeting
the 90% distribution requirement under certain circumstances. Altematively, REITCo could dect to satisfy its
distrbution requirements by making taxable distributions of 20%-cash and-80%- stock (or in 100% “consent dividends,”
if consent can be obtained), which could cause Holders of REITCo stock to incur so-called “phantom income” with
respect © such dividends, which would be 100% taxable regardless of the amount of cash received. The risk of
receiving “phantom income” could affect the trading values for REITCo stock. Consequently, there can be no
assurancethat REITCo willbe able to mak edistributions at the an ticipated distributionrate orany other rate.

9. Even If REITCo Remains Qualified for Taxation as a REIT, REITCo May Face Other Tax
Liabilities That Reduce Its Cash Flow.

d-and-REITCo remains qualified for taxation as a
REIT, REITCo may be sub]ect toeenam federal, state, and local taxes on its income and assets, ndudingtaxes on any
undistributed income and state or local income, prop erty, and tran sfer taxes. For example REIT Co may hold some of
its assets or conduct certain of its activities through one or more TRSs or other subsidiary cowporations tha will be
subject to federal, state, and local corporate-level income taxes as regular C corporations as well as state and local
taxes. In addition, REITCo may inaur a 100% excise tax on transactions with aTRS if they are not conducted on an

arm’s-length basis. Moreover, the sep aration o f Oncor Electric into OpCo and PropCo will result in an incremental
total increase in Texas margin tax compared to aseenario-w-herethereis-notheperiod priortothe REIT Reorganization.

10. Complying with REIT Requirements May Cause REITCo fo Forgo Otherwise Attractive
Acquisition Opportunities or Liquidate Otherwise Attractive Investments.

As discussed in greater detail above and below, +#+h iz ation— i
REITC o must satisfy eertairspedified asset and income tests to quallfy %e—be-ta*eéfo_LtaxatlQn asa REIT As a resu]t
REITCo may be required to liquidate or forgo otherwise attractive investments if such mnvestments would cause
REITCoto failto satisfy applicable REIT asset and income tests.

11. Complying with REIT Requirements May Limit REITCo’s Ability to Effectively Hedge and
May Cause REITCo to Incur Tax Liabilities.

=L ! ke i wapleren heThe REIT provisions of the IRC substantially
limit REHCO s ablhty to hedge 1ts assets and hab111t1es M%Mfrom certain hedgin g transactions
that REIT Co may enter into to manage_the risk of interest rate changes with respect to borrowings made or to be made
to acquire or carry real estate assets or from transactions to manage risk of aurrency fluctuations with regpect to any
item of mcome or gin that satisfies the REIT gross income tests (including gain from the termination of such a
transaction) does not constitute “ gross income” for pupo ses of the 75% or 95% gross income tests that app ly to REITs
(which are discussed in greater detail below), provided that certain identification requirements are met. To the extent
that REITCo enters into other types of hedging transactions or fails to properly identify such transactions as a
hedgehedges, the r_esu—_]lmg:mcome is likely to be treated as sen-_gross income that is not qualifying income for
puposes of both of the gross income tests (disaussed below). As a result of these rules, REITCo may be required to
limit its use of advantageous hedging techniques or implement those hedges through a TRS. This could expose
REITCo to greater risks associated with changes in interest rates than REITCo would otherwise want to bear or
increase theco st of REIT Co’s hedgingactivities becausethe TRS may be subject to taxon gins.
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12. Even If REITCo Qualifies to-Be-TLaxedfor Taxation as a REIT, REITCo Could Be Subject to
Tax on Any Unrealized Net Built-In Gains in the Assets Held Be fore Electing to Be Treaixed
asa REIT.

mented-REITCo will indirectly own appreciated assets that
were mdnectly owned by theDebtors (through the Debtms ownership of On®r Electric) before REITCo elected to be
treatyed as a REIT. If REIT Co disposes of any such app eciated assets durn gtheten-year p eriod fo lowing REITCo’s
election to be treatxed asa REIT, REIT Co will be subject to taxat thehighest comp orate tax rates on sy gin from such
assets to the extent of the excess of the fair market value of the assets on the date that they were acquired by REITCo
(ie., at the timethat REITCo became a REIT) over the adjusted tax basigs of such assets on such date, which are
referred to as built-in gains. REITCowould be subject to this tax liabil ity even if it qu difies andmaintains-its-statasfor
taxation as a REIT. Arny recognized built-in gain will retain its character as ordinary ncomeor cap tal gain and will be
taken into account i determining REIT taxable income and REITCo’s distrbutbn requirements. Any tax on the
recognized built-in gain will reduce REIT taxable income. REIT'Co may choose not to sell in a taxable transaction
appreciated assets it might otherwise sell during the ten-year p eriod in which the built-in gain tax applies in order to
avoid the built-in gain tax. However, there can be no assurances that such a taxable transaction will not occur. If
REITCo sells such assets in a taxable transaction, the amount of corporate tax that REITCo will pay will vary
depending on the actual amount of net built-in gain or loss present in those assets as of the time REITCo became a
REIT. Theamountoftaxcould besignificant.

13. It PropCo Failsto-Qualifils Treated as a PartnershipCorporation for U.S. Federal Income
Tax Purposes, REITCo Would Cease to Qualily for Taxation as a REIT and Suffer Other
Adverse Consequences.

structure (discussed in more detail below}—;-s—used—ﬂ%e!e [ bg Debtors weuld—mtend that PmpCo (or PropCo s +00%
owner® would be treated as a partnership for U.S. federal income tax puiposes. Asa partnership, PropCo will not be
subject o fed eral income tax on its income. Instead, each of itsp artners, including REITCo, will be allocated, and may
be required to p ay tax with resp ectto, its allocable share of Prop Co’s income.

TheDebtors cannot assurep arties that the IRS will not challenge the status of PropCo or any other subsidiary
patnership n which REITCo owns an interest as a partnership for U.S. federal income tax puposes, or that a coutt
would not sustain such a challenge. IftheIRS were successful in treating PropCo or any oth er subsidiay p artnership
as an entity taxable as a corporation for U.S. federal income taxp urposes, REITCo could fail to meet the gross income
tests and certain ofthe asset tests app licable to REIT's and, accordingly, REITCo could cease to qualify fortaxation asa
REIT. Also, the failure of PropCo or ary subsidiaty partnership to qualify as a partnershp could cause it to become
subject to federal and state corporate income tax, which would reduce significantly the amount of cash available for
debt service and for distribution toits p artners, includingREIT Co.

14. Any Tax Opinion Regarding REITCo’s S-&érsQualification for Taxation as a REIT Does
NotGuarantee REITCo’s Ability to Qualifyfor Taxation as a REIT.

The Debtors may receive an opinion from counsel, providing that REITCo hasbeen organized in con formity
with the requiremants for qualification for taxation as a REII' and REITCo’s proposed method of operation as
represented by the Debtors will enable REITCo to satisfy the requrements for such qualification. Theop inion will be
based on represenfations made by the Debtors as to certain factual matters relating to REITCo’s organization and
intended or exp ected manner ofop eration. In aldition, any such tax opinion will be based on the law existing and in
effect on thedae of the tax opmion. REITCo’s qualification and taxation as a REIT willde end on REIT Co’s ability
to meet on a continuing basis, through actual op erating results, asset composition, distribution levels and diversity of
stodk ownership, the various qualification tests imposed under the IRC. The party providingthe tax op inion will not
review REITCo’s compliance with these tests on a contmnuing basis. A ccordingly, no asurance can be given that
REITCo will satisfy such tests on a continuing basis. Also, any such tax opiion will represmt counsel’s legal

197
KE 3687241536947206



Case 14-10979-CSS Doc 5247 Filed 08/10/15 Page 207 of 248

judgment based on the law in effect as of the date of the tax op inion, isnot bindingon the IRS or any court, and could
be subject to modification or withdrawal based on future legislative, judicial or admmistrative changes to U.S. federal
income tax laws, any of which could be epplied retroactively. Thep aty providing the tax opinion will have no
obligation to advise REITCo or Holders of REITCo stock of any subsequent change in the matters stated, represented
orassumed in thetax op inion or of any subsequent change in ap p licable law.

15. The—Strueture—ofthePotential Liabilitv From OpCo Separation—Has—Not—YetBeen

Asdiscussed in greater detail below, ifthe REITReorganization-is-successfullyimplemented-REITCo cannot
own OpCo because of eentamm “related palty rent” rules The ﬂnalm form of the OpCo sep aratlon

M@@@%mmum the Debtors currently antlclp ate that ap01t10n of the EFH Gloup s
NOLs may be avallable to offset tamble galn associated with the OpCo separatlon ln—beth—caseS—theH_OMLaLeL_th_e

Debtors cannotbecertaln that the OpCo sep aratlon will not result inany cash tax I|ab|I|ty

16. REITCo Will Rely on Cash Distributions From Its Subsidiaries to Satisty Applicable REIT
Distribution Re quirements.

As discussed in greater detail below, REITCo will be required to comply with certain REIT distribution
requirements. To satisfy those requirements, REITCo will rely on cash distributions from PropCo, and such cash
distributions may need to pass through other subsidiaries of REITCo. Under certain circumstances, REITCo’s
subsidiaries may be unable to make sufficient cash distributions to REITCo, including because of insufficient cash
flows from operations, limitations in debt documents, or limitations in organizational documents. In the event
REITCo’s subsidiaries were unable to distribute cash to REITCo, REITCo may be unable to make sufficient
distributions to satisfy REIT requirements, may be required to make such distributions in the form of taxable stock
dividendsor consentdividends, or may berequired toraise capital by issuingadditional debtorequity.

F. Miscellaneous Risk Factors and Disclaimers.

1. The Financial Information is Based on the Debfors’ Books and Records and, Unless
Otherwise Stated, No Audit was Pe rformed.

In preparing this Disclosure Statement, the Debtors utilized financial information derived from their books
and records a the time of such preparaion. Such derivation nevertheless includes certain contingencies and estimates
and assumptions about future events tha affect the reporting of assets and liabilities and amounts of revenue and
expense, including fair value measurements, each of whid, by its forward-looking nature, involves uncertainties.
Although the Debtors have used their reasonable business judgment to assure the accuracy of the financial information
provided in this Disclosure Statement, and while the Debtors believe that such financial information fairly reflects their
financial condition, the Debtors are unable to warrant or represent tha the financial information contained in this

Disclosure Statement (or any information in any of the Exhibits to the Disclosure Statement) is without inaccuracies or
inconsistencies.

2. No Legalor Tax Advice is Provided By This Disclosure Statement.

This Disclosure Statement is not legal advice to any person or Entity. The cntents of this Disclosure
Statement should not be construed as legal, business, ortaxadvice. Each reader shouldjs urged to consult its own legal
counsel, accountant and tax advisor with regard to any legal, tax, and other matters concerning its Claim or Interest.
This Disclosure Statement may not be relied upon for any purmpose other than to determine how to vote to accept or
reject thePlan orwhetherto object to Confirmation.
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3. No Admissions Made.

The information and statements contained in this Disclosure Statement will neither (a) constitute an admission
of any fact or liability by any person or Entity (including the Debtors) nor (b) be deemed evidence of the tax or other
leqal effects of the Plan on the Debtors, the Reorganized Debtors, Holders of Allowed Claims and Allowed Interests, or
any other parties in interest.

4. Failure To ldentily Litigation Claims or Proje cted Objections.

No reliance should bep laced on the fact tha a particular litigation claim or projected objection to ap articular
Claim is, or is not, identified in this Disclosure Statement. The Debtors may seek to investigate, file, and prosecute
Claims and may object to Claims after Confirmation and Consummation of the Plan, irrespective of whether this
Disclosure Statement identifies such Claims or objections to Claims.

5. Information Was Provided by the Debtors and was Relied Upon by the Debtors’ Advisors.

Counsel to and other advisors retained by the Debtors have relied upon information provided by the Debtors
in connection with thep reparation of this Disclosure Statement. Although counsel to and other advisors retained by the
Debtors have performed certain limited due diligence in connection with the preparation of this Disclosure Statement
and the Exhibits to the Disclosure Statement, they have not independently verified the information contained in this
Disclosure Statement or the information in the Exhibits to the Disclosure Statement.

6. No Representations Outside This Disclosure Statement are Authorized.

No representations concerning or relating to the Debtors, the Chapter 11 Cases, or the Plan are authorized by
the Bankruptcy Court or the Bankruptcy Code, other than as set forth in this Disclosure Statement. Any rep resentations
or inducements made to secure accep tance or rejection of the Plan that are other than as contained in, or included with,
this Disclosure Statement, should not be relied upon by Holders in arriving at their decisions as to whether to acceptor
reject thePlan. Holders should promptly report unauthorized rep resentations or inducements to counsel to the Debtors
and the Office ofthe U.S. Trustee for the District of Delaware.
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FORWARD-LOOKING STATEMENTS

This Disclosure Statement, including the information incomporaed into this Disclosure Statement by
reference, contains “forward-looking statements.” All statements, other than statements of historical facts, that are
included in or incorporated by reference into this Disclosure Statement that address activities, events, or developments
that the Debtors expect or anticipate to occur in the future, including such matters as p rojections, cepital allocation,
future cgital expenditures, business straegy, competitive strengths, goals, future acquisitions or dispositions,
development, or operation of facilities, market and industry developments and the growth of the Debtors’ businesses
and operations (often, but not always, through the use of words or phrases such as “itends,” “plans,” “will likely
result,” “are expected to,” “could,” “will contmue,” “is anticipated,” “estimated,” “should,” “projection,” “target,”
“goal,” “objective,” and “outlook”), are forward-looking statements. Although the Debtors believe that in making any
such forward-looking statement their expectations are based on reasoneble assumptions, any such forward-looking
statement nvolves uncertainties and is qualified in its entirety by reference to the discussion of risk factors under “Risk
Factors” contained elsewhere in this Disclosure Schedule and in the sections captioned “Risk Factors” and
“Management’s Discussion and Analy sis of Financial Condition and Results of Op erations” ofthe EFH Public Filings,
which are incomporated into this Disclosure Statement by reference, and the following important factors, among others,
that could cause the Debtors’ actual results to differ materially from those projected in such forward-looking
statements:

e the Debtors’ ability to receive Bankruptcy Court approval and the required creditors. votes for the
approval of the Plan or any other plan filed by the Debtors, particularly prior to the expiration of the
exclusivity period, and the Debtors ability to consummatethePlan orany such otherplan;

e theoutcomeofthecourt-supervised bid process with resp ect therestructuringof EFH Corp. and EFIH;

e the Debtors’ ability to obtain the approval of the Bankmptcy Court with resp ect to motions filed in the
Chapter 11 Cases and such goprovals not being overturned on gpeal or beingstayed for any extended
period oftime;

o the effectiveness of the overall restructuring activities pursuant to the Chgpter 11 Cases and any
additional strategies the Debtors emp loy to address their liquidity and cap ital resources;

e the terms and conditions of any reorganization plan that is ultimately goproved by the Bankrptcy
Court;

e the extent to which the Chapter 11 Cases cause customers, supp liers, and others with whom the
Debtors have commercial relationships to lose confidence in them, which may make it more difficult
for the Debtors to obtain and maintain such commercial relationship s on comp etitive terms;

o difficulties the Debtors may face in retaining and motivating their key employees through the
bankruptcy process, and difficulties they may face in attracting new emp loyees;

e thesignificant time and effort required to be spent by the Debtors’ senior management in dealin gwith
thebankruptcy and restructuringactivities rather than focusing exclusively on business op erations;

e theDebtors’ ability to remain in comp liance with therequirements of the DIP Facilities;

e the Debtors’ ability to maintain or obtain sufficient financing sources for their op erations during the
pendency of the Chapter 11 Cases and their ability to obtain sufficient exit financing to fund the Plan
or any otherplan of reorganization;

e limitations on the Debtors’ ability to utilize previously incurred federal net operating losses or
alternative minimum tax credits;
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e the actions and decisions of creditors, regulators, and other third parties that have an interest in the
Chapter 11 Cases that may beinconsistent with, or interfere with, theDebtors’ business and/or p lans;

e theduration oftheChapter11 Cases;

e theactions and decisions of requlatory authorities relative to any reorganization p lan;

e the outcome of any aurrent or future litigation regarding whether note holders are entitled to
makewhole or redemption premiums, and/or postpetition interest in connection with the treatment of
their claims in bankruptcy;

e theoutcomeofany current orfuturelitigation regarding intercompany claims and derivative claims;

e restrictions on the Debtors’ operations due to the terms of their debt agreements, including the DIP
Facilities, and restrictions imp osed by the Bankruptcy Courtin the Chapter 11 Cases;

e theDebtors’ ability to satisfy any oftheconditions to the Restructuring T ransactions;

e prevailing governmental policies and regulatory actions, including those of the Texas Legislature, the
Govemor of Texas, the Congress of the United States of America, the FERC, the NERC, the TRE, the
PUCT, ERCOT, the RCT, the NRC, the EPA, —the TCEQ, the US Mine Safety and Health
Administration and the CFTC, withresp ect to, amongother things:

o allowed prices;

allowed rates of return;

e permitted capital structure;

e industry, market, and rate structure;

e purchased powerand recovery ofinvestments;

e operationsofnuclear generation facilities;

e operationsoffossilfueled generation facilities;

e operationsofmines;

o self-bondingrequirements;

e acquisitionsand disp osals of assets and facilities;

o development, construction, and operation of facilities;
e decommissioningcosts;

e presentorprospectivewholesale, and retail competition;
e changes in tax laws and policies;

e changes in and compliance with environmental and safety laws, and policies, including the
CSAPR, MATS, and greenhousegas and other climate change initiatives; and

e clearing over-the-counter derivatives through exchanges and posting of cash collateral
therewith;

o legal and administrativeproceedings and settlements;

e ceneral industry trends;
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weather conditions, including drought and limitations on access to water, and other natural
phenomena, acts of sabotage, wars, orterrorist or cy ber security threats or activities;

economic conditions, includingtheimpact of an economic downturn;
the Debtors’ ability to collect trade receivables from counterp arties;
theDebtors’ ability to attract and retain p rofitable customers;
theDebtors’ ability to profitably serveour customers;

restrictions on comp etitive retail pricing;

changes in wholesale electricity prices or energy commodity prices, including the price of
natural gas;

changes in prices of transp ortation of natural gas, coal, fuel oil, and other refined products;
changes in the ability of vendorsto provideor deliver commodities as needed;
changes in market heat rates in theERCOT electricity market;

the Debtors’ ability to effectively hedge against unfavorable commodity prices, including the
price of natural gas, market heat rates and interest rates;

population growth or decline, or changes in market supply and/or demand and demographic
patterns, particularly in ERCOT;

changes in business strategy , develop mentplans, or vendor relationships;

access to adequatetransmission facilities to meet changing demands;

changes in interest rates, commodity prices, rates of inflation, or foreign exchange rates;
changes in operating exp enses, liquidity needs, and cap ital exp enditures;

inability of various counterparties to meet their financial obligations to the Debtors and/or
their subsidiaries, including failure of counterp arties to p erform under agreements;

general industry trends;

hazards customary to the industry and thepossibility that the Debtors and/or their subsidiaries
may not haveadequateinsurance to cover losses resulting from such hazards;

changes in technology (including large scale electricity storage) used by and services offered
by the Debtors and/or their subsidiaries;

changes in electricity transmission that allow additional electricity generation to comp ete with
theDebtors’ generation assets;

significant changes in relationships with the Debtors’ and/or their subsidiaries’ emp loy ees,
including the availability of qualified personnel, and the potential adverse effects if labor
disputes or grievances were to occur;

changes in assumptions used to estimate costs of providing employee benefits, including
medical and dental benefits, pension and other postretirement emp loyee benefits, and future
funding requirements related thereto, including joint and several liability exposure under
ERISA;

changes in assumptionused to estimate future executive comp ensation payments;

significant changes in critical accounting policies material to the Debtors and/or their
subsidiaries;

commercial bank market and cgpital market conditions and the potential impact of disruptions
in U.S.and international credit markets;
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access to capital, the cost of such capital, and the results of financing and refinancing efforts
by the Debtors and/or their subsidiaries and affiliates, including availability of funds in the
cap ital markets;

competition for new energy develop mentand other business opportunities;

inability of various counterparties to meet their obligations with respect to our financial
instruments;

circumstances which may contribute to impairment of goodwill, intangible, or other long-
lived assets;

financial restrictions imposed by the agreements governing Oneeo+’sOncor Electric’s and the
Debtors’ debt instruments;

the Debtors’ or their subsidiaries’ ability to generate sufficient cash flow to make interest
p ay ments on their debt instruments;

theOncor Subsidiaries’ ability to satisfy their obligations underthe Oncor T SA,;
theOncor Subsidiaries’ decision to make any distributions to EFIH;

actions by credit rating agencies;

changes in law or regulation app licableto market participantsin theERCOT market; and

ability to effectively execute theDebtors’ op erational strategy .

Any forward-looking statement speaks only as of the date on which it is made, and except as may be required
by law, the Debtors undertake no obligation to update any forward-looking statement to reflect events or circumstances
after the date on which it is made or to reflect the occurrence of unanticipated events or circumstances. New factors
emerge from time to time, and it is not possible for the Debtors to predict all of them; nor can the Debtors assess the
impact of each such factor or the extent to which any factor, or combination of factors, may cause results to differ
materially from those contained in any forward-looking statement. As such, you should not unduly rely on such
forward-lookingstatements.

KE 3687241536947206
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IX. Important S ecurities Laws Disclosures

' W i = io—theThe Plan
provides for the offer issuance, sale or dlstnbutlon of them Reorganlzed TCEH Common Stock, New
Reorganized TCEH Debt, Reorganized TCEH Sub Preferred Stodk, New Reorganized EFIH Debt, Reorganized EFH
Common Stock, Centirgent-alue-Rights-New EFH Common Stodk, Reorganized EFIH Membership Interests, and
New EFH Merger Common Stock,-as-app-licable., The Debtors believe tha each of the Rights, Reorganized TCEH
Common Stok, New Reorganized TCEH Debt, Reorganized TCEH Sub Preferred Stock, New Reorganized EFIH
Debt, Reorganized EFH Common Stock, Contingent-Value Rights-New EFH Common Stock, Reorganized EFIH
Membership Interests, and New EFH Merger Common Stock, as app licable, are_or may be “securities,” as defined in
Section 2(a)(1) of the Securities Act, section 101 of the Bankruptcy Code, and applicable state securities laws.

The Debtors believe that the offer, issuance, sale, or distribution of (1) the Reorganized TCEH Common
Stock to Holders ofAIbwed TCEH Flrst L|en Secu;ed-Clalms (2) the Reorganlzed EFH Common Stock to elther—m

MengeLSseneng—Hokjers of the AIIowed TCEH Unsecured Debt Clalms and Allowed General Unsecured Clalms
Agalnst TCEH Debtors Other Than EFCH, 0 s d

without registration under the Securities Act in reliance upon the exemption set forth in section 1145(a)(1) of the
Bankruptcy Code. In-theMergerScenario-the

Mm each pursuant to the ngtts Offering, will be reglstered Wlth the SEC pursuent to an effectlve
registration statement under the Securities Act. As such, the Debtors believe that the shares of New EFH Common
Stock issued upon exercise of the Rights (a) will not be “restricted securities” as defined in Rule 144(a)(3) under the
Securities Ad and (o) will be freely tradable and transferable by any initial recip ient thereof that at the time of sale is
not, and has not been within the pr10r 90 days, an “afﬁhate” of New EFH as defined in Rule 144(a)(1) under the
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The New Reorganized TCEH Debt the N€W Reorganlzed EFIH Debt, and-the Reorganized TCEH Sub
Preferred St0d< and ck—and-the Reorganized EFIH Membership
] |ssued pursuant to

be |ssued Wlthout reglstratlon under the Securities Act or any S|m|Iar federal state or Iocalw in reliance upon section
4(a)(2) of the Securities Act or Regulation D promulgated thereunder and will notbe 1145 Securities.”

A. Section 1145 ofthe Bankruptcy Code

Section 1145()(1) of the Bankruptcy Code exempts the offer and sale of securities under a plan of
reorganization from registration under section 5 of the Securities Act and state securities laws if three principal
requirements are satisfied: (i) the securities must be offered and sold under a plan of reorganization and must be
securities of the debtor, of an affiliate participatingin a joint p lan with the debtor, orof a successor to the debtorunder
theplan; (i) the recipients of the securities must hold prep etition or administrative exp ense claims against the debtor or
interests in the debtor; and (iii) the securities must be issued entirely in exchange for the recipient’s claim against or
interest in the debtor, or principally in exchange for such claim or interest and partly for cash or property. Section
1145(a)(2) of the Bankruptcy Code generally exempts from registration under the Securities Act the offer of a security
through any warrant, option, right to subscribe, or conversion privilege that was sold in the manner sp ecified in section
1145(a)(1), or the sale of a security upon the exercise of such awarrant, option, right, or privilege. In general, offers
and sales of securities made in reliance on the exemption afforded under section 1145(a) of the Bankruptcy Code are
deemed to be made in apublic offering. Accordingly, the securities issued pursuant to the section 1145 exemption may
generally be resold by any holder thereof without registration under the Securities Act pursuant to the exemption
provided by section 4(a)(1) thereof, unless the holder is an “underwriter” with respect to such securities, as such term is
defined in section 1145()(1) of the Bankruptcy Code. In addition, such securities generally may be resold by the
recip ients thereof without registration under state securities or “blue sky” laws pursuant to various exemptions provided
by therespective laws of the individual states.

Section 1145(b)(1) of the Bankruptcy Code defines an “underwriter” for putposes of the Securities Act as one
who, subject to certain exceptions, (1) purchases a claim or interest in the debtor with a view to distribution of any
security to be received in exchange for such claim, (2) offers to sell securities offered or sold under the plan for the
holders of such securities, (3) offers to buy securities issued under the plan from the holders of such securities, if the
offer to buy is made with a view to distribution of such securities, and if such offer is under an agreement made in
connection with the plan, with the consummation of the plan or with the offer or sale of securities under the plan, or
(4) is an “issuer,” as used in section 2(a)(11) of the Securities Act, with resp ect to such securities. Theterm “issuer,” as
used in section 2(a)(11) of the Securities Act, includes any person directly or indirectly controllingor controlled by, an
issuer of securities, orany personunder direct or indirect common control with such issuer.

To the extent that persons deemed to be “underwriters” under section 1145 of the Bankruptcy Code receive
1145 Securities, resales by such persons would not be exempted by section 1145 of the Bankruptcy Code from
registration under the Securities Act or other applicable law. Generally, rule 144 of the Securities Act provides that
persons who are affiliates of an issuer who resell securities will not be deemed to be undenwriters if certain conditions

are met. These conditions include that current public information with respect to the issuer be available at the time of
sale, limitations as to theamountof securities that may besold, and manner of saleand notice requirements.

You should mnfer with your own legal advisors to help determine whether or not you are an
“underwriter.”

B. S ubsequent Transfers of Securities Not Covered by the Section 1145(a) Exe mption.

Securities that are notpeither issued pursuant to section 1145(a)(1) or section 1145(a)(2) of the Bankruptcy
Code porpursuant to an effective registration statement under the Securities Act will be deemed “restricted securities”
and may not be sold, exchanged, assigned, or otherwise transferred unless they are registered, or an exemption from
registration gpp lies, under the Securities Act. Rule 144 of the Securities Act permits the public resale of restricted
securities if certain conditions are met, and these conditions vary depending on whether the holder of the restricted
securities is an “affiliate” of the issuer, as defined in Rule 144. A non-affiliate who has not been an affiliate of the
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issuer during the p receding three months may resell restricted securities after a sixmonth holding period unless certain
current public information regarding the issuer is not available at the time of sale, in which case the non-affiliate may
resell after a one-year holding period. An affiliate may resell restricted securities after a sixmonth holding period but
only if certain current public information regardingthe issuer is available at the time ofthe sale and only if the affiliate
also comp lies with the volume, manner of sale and notice requirements of Rule 144.

PERSONS WHO RECEIVE SECURITIES UNDER THE PLAN ARE URGED TO CONSULT
THEIR OWN LEGAL ADVISORWITH RESPECT TO THE RESTRICTIONS APPLICABLE UNDERTHE
FEDERALORSTATESECURITIES LAWS AND THE CIRCUMSTANCES UNDER WHICH SECURITIES
MAY BE SOLD IN RELIANCEON SUCH LAWS.

THE FOREGOING SUMMARY DISCWSSION IS GENERAL IN NATURE AND HAS BEEN
INCLUDED IN THIS DISCLOSURE STATEMENT SOLELY FOR INFORMATIONAL PURPOSES. WE
MAKE NO REPRESENTATIONS CONCERNING, AND DO NOT PROVIDE, ANY OPINIONS OR
ADVICE WITH RESPECT TO THE SECURITIES OR THE BANKRUPTCY MATTERS DESCRIBED IN
THIS DISCLOSURE STATEMENT. IN LIGHT OF THE UNCERTAINTY CONCERNING THE
AVAILABILITY OF EXEMPTIONS FROM THE RELEVANT PROVISIONS OF FEDERAL AND STATE
SECURITIES LAWS, WE ENCOURAGE EACH HOLDER AND PARTY-IN-INTEREST TO CONS IDER
CAREFULLY AND CONSULT WITH ITS OWN LEGAL ADVISORS WITH RESPECT TO ALL SUCH
MATTERS. BECAUSE OF THE COMPLEX, SUBJECTIVE NATUREOF THEQUESTION OF WHETHER
ASECURITY IS EXEMPT FROM THE REGISTRATION REQUIREMENTS UNDER THE FEDERAL OR
STATESECURITIES LAWS OR WHETHER A PARTICULAR HOLDER MAY BE AN UNDERWRITER,
WE MAKE NO REPRESENTATION CONCERNING THE ABILITY OF APERSON TO DISPOSE OF THE
SECURITIES ISSUED UNDER THE PLAN.
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X. Certain U.S. Federal Income Tax Consequences of the Plan

A. Introduction.

The following discussion is a summary of certain U.S. federal income tax consequences of the consummation
of the Plan to the Debtors and to certain U.S. Holders (as defined below) of Claims against the Debtors that compose
Classes entitled to vote on the Plan. The following summary does not address the U.S. federal income tax
consequences to Holders of Claims not entitled to vote to accept or reject thePlan. This summary is based on the IRC,
the U.S. Treasury Regulations promulgated thereunder, judicial authorities, published administrative positions of the
IRS and other gop licable authorities, all as in effect on thedate of this Disclosure Statement and all of which are subject
to change or differing interp retations, possibly with retroactive effect.

For purposes ofthis discussion, a“U.S. Holder” is a holder that is: (1) an individual citizen or resident ofthe
U.S. for U.S. federal income tax purposes; (2) a corporation (or other entity treated as a corporation for U.S. federal
income tax purposes) created or organized under the laws of theU.S., any stae thereof or the District of Columbig; (3)
an estate the incomeof which is subject to U.S. federal income taxation regardless of the source of such income; or (4)
atrust (a) if a court within the U.S. is able to exercise primary jurisdiction over the trust’s administration and one or
moreU.S. persons have authority to control all substantial decisions of the trust or (b) that has a valid election in effect
under goplicable Treasury Regulations to be treated as a U.S. person. For purposes of this discussion, a “Non-U.S.
Holder” is any holder that is not a U.S. Holder other than any partnership (or other entity treated as a p artnership or
other pass-through entity for U.S. federal income tax purposes). This summary does not discuss 'me U.S. federal
incometax consequences ofthe Plan to Non-U.S. Holders of Claims against or Interests in the Debtors.*

Pursuant to the Plan, the TCEH Debtors other than EFCH and TCEH will be separated from the EFH Debtors
and the EFIH Debtors in a transaction intended generally to constitute a reorganization under sections 368(a)(1)(G)
and 355 of the IRCthe“TCEH Tax-Eree Spin™)., However, the Debtors do expect to realcognize gain as a result of a
so-called “busted 351 transaction (the“Preferred Stock Sale”). As a result ofthe Preferred Stock Sale, the Debtors
anticip ate that there will be a step-uj ]
Stock Entity (the“Basis Step-Up?) that will be detemuned in accordance w1th the deﬁnltlon of“Basts Step-Up” in the
Plan ThelGEHla;@Eree SpinOff and thePreferred Stod< Sale are dlscussed in more daall below. In addition, the

the REIT Reorganlzatlon Certaln u.S. federal income tax con5|derat|onSW|th respecttothe REIT Reorgamzatlon are
discussed below.

Due to the lack of definitive judicial and administrative authority in a number of areas, substantial uncertainty
may exist with resped to some of the tax consequences described below. The Debtors have sought the Private Letter
Rulingwith respect to certainsome, but not all, of the U.S. federal income tax consequences of the Plan to the Debtors
and certain Holders of Claims and Interests.® The following summary assumes that the intended—iax
treatmentIntended Tax Treatment of the Plan is respected for US. federal income tax purposes. Although the
Private Letter Ruling, if obtained, will bind the IRS with respect to the rulings therein and to the extent the
rep resentations made by the Debtors in connection therewith are true, the IRS could atemptto assert that matters not
ruled upon, or inaccurate representations, alter the tax consequences of the restructuring transactions consummated
under thePlan. Moreover, this summary is not bindingupon the IRS orthe courts. No assurance can be given that the
IRSwould notassert, or that acourt would notsustain, adifferent p osition than any position discussed herein.

Thisdiscussion does not purport to address all aspects of U.S. federal income taxation tha may be relevant to
the Debtors or to certain Holders in light of their individual circumstances. T his discussion does not address tax issues
with respect to such Holders subject to special treatment under the U.S. federal income tax laws (including, for
examp le, banks, governmental authorities or agencies, pass-through entities, subchapter S corporations, dealers and
traders in securities, insurance companies, financial institutions, tax-exempt organizations, small business investment

% Any references in this summary to consequences to “Holders” are references to consequences to “U.S.

Holders.”

% The Debtors intend to submit certain supplemental ruling requests to the IRS with respect to the REIT

Reorganization.
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companies, non-U.S. Holders, Persons who are related to the Debtors within the meaning of the IRC, persons using a
mark-to-market method of accounting, Holders of Claims who are themselves in bankruptcy, regulated investment
companies and those holding, or who will hold, Claims as part of a hedge, straddle, conversion, or other integrated
transaction). No aspect of state, local, estate, gift, ornon-U .S. taxation is addressed. Additionally, the net investment
income tax imposed by section 1411 of the IRC is also not addressed. Furthermore, this summary assumes that a
Holder of a Claim holds only Claims in a single Class and holds such a Claim as a “capital asset” (within the meaning
of section 1221 of the IRC). This summary also assumes that the various debt and other arrangements to which the
IfDebtors and Reorganized Debtors are a party will be resp ected for federal income tax purposes in accordance with their
orm.

If apartnership (or other entity treated as ap artnership or other pass-through entity for U.S. federal incometax
pumposes) is a Holder, the tax treatment of a partner (or other owner) generally will depend upon the status of the
partner (or other owner) and the activities of the entity and the partner (or other owner). Partners (orother owners) of
partnerships (or other pass through entities) that are Holders shouldare urged to consult their respective tax advisors
regarding the U.S. federal incometax consequences of the Plan.

THIS SUMMARY OF CERTAIN US. FEDERAL INCOME TAX CONSEQUENCES IS FOR
INFORMATIONAL PURPOSES ONLY AND IS NOT ASUBSTITUTE FOR CAREFUL TAX PLANNING
AND ADVICE BASED UPON THE INDIVIDUAL CIRCUMSTANCES PERTAINING TO AHOLDEROF A
CLAIM OR INTEREST. ALL HOLDERS OF CLAIMS AND INTERESTS ARE URGED TO CONSULT
THEIR OWN TAX ADVISORS FOR THE US. FEDERAL, STATE, LOCAL, AND NON-US. TAX
CONSEQUENCES OF THEPLAN.

B. Certain U.S. Federal Income Tax Consequences of the Plan to the Debtors.

For U.S. federal income tax purposes, the Debtors (and certain non-Debtor affiliates) are members of an
affiliated group of corporaions (or entities disregarded for federal income tax pumoses that are wholly owned by
members ofsuch group ), of which EFH Corp. is the common parent (the “ EFH Group™).*

TCEH ispcurresently a wholly -owned subsidiary of EFCH, and EFCH is a wholly-owned subsidiary of EFH
Comp. For federal income tax purposes, EFCH, TCEH, and the substantial majority of TCEH’s direct and indirect
subsidiaries are entities that are disregarded from their regarded owner, EFH Com., for federal income tax purposes.
Similarly, EFIH is awholly -owned subsidiary of EFH Corp. and is classified as a disregarded entity for federal income
tax purposes. As a consequence, EFH Corp. is treated as holding, for federal income tax purposes, all the assets and
liabilities of EFIH, EFCH, TCEH, and TCEH’s subsidiaries that are also disregarded entities. Oncor is a partnership
for federal income tax purposes; as a result, EFH Co1p.’s tax results reflect its p1o rata share of the results of Oncor and
other items related to EFH Corp.’s indirect ownership of approximately 80% of the equity in Oncor (including income
and gain recognized under section 704(c) ofthe IRC).

TheDebtors currently project that, as of December 31, 2015,_(and assuming, for illustrative purposes only, an
w the EFH Group WI|| have appro><|mately $4.9 billion of NOLs-(a.ssummg—an

% Additionally, a single Debtor entity, EFH CG Holdings Company LP, is a regarded partnership for federal
income tax purposes. Approximately 19.5% of this entity is owned by non-Debtor Oncor Electric Delivery
Company LLC;theremaining interests are owned by various Debtor entities.

assume_thﬂI_Qn_Qo_r_elects bonus deoreuatlon for the 2014 axable vear and t1at the rest ofthe EFH Grouo does
not elect bonus deoreqatlon for the 2014 taxable vear T ese projections do not include the effect, if any, of
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Debtors project tha additional NOLs of goproximately $100-150 million per month will be generated between January
1,2016 and the Effective Date. As discussed below, the Debtors exp ect that all of the EFH Group’s NOLs will either
be used oreliminated up onimplementation of the P lan.

1. Reorganized TCEH Tax-FreeSpin
Off.

@) Divisive G Reorganization,

Pursuant to the Plan, TCEH will form Reorganized TCEH as a Delaware limited liability company tha is
disregarded for federal income tax purposes. Reorganized TCEH will issue the New Reorganized TCEH Debt to third
parties for cash—sndCash, TCEH will receivetransfers{a)-by TCEH.oftransfer all of TCEH sits interests in its
subsidiaries (excluding the stock of TCEH Finance);) to Reorganized TCEH in exchange for (i) 100% of the newly
issued-equity-interests-of Reorganized TCEH -Hin-the-form-ofReorganized TCEH Commen-Steck;membership interests
and (Hp) the cashpet Cash proceeds of the New Reorganized TCEH Debt, and-(b)-by-subject to p reservingthe Intended
Tax Treatment, and the EFH Debtors—efi)-the will transfer to Reorganized TCEH (X) its equity interests in the
Reorganized EFH Shared Services Debtors (or with the consent of TCEH and the TCEH Supporting First Lien
Creditors, the assets and liabilities of the Reorganized EFH Shared Services Debtors related to the TCEH Debtors’
| operaions) and (i) with the consent of TCEH and the TCEH Supporting First Lien Creditors, certain other assets,
liabilities, and equity interests related to the TCEH Debtors” operations (including the equity interests of non-Debtor
EFH Propetties Company or the lease for the Debtors’ corporate headquarters at “Energy Plaza” held by EFH
Properties Company (but notincludingany Cash onhand at EF H Properties Company)) (the ““ Contribution”).

Reorganized TCEH will convert to a Delaware corporatlon pursuant to Delaware’s Mconvemon Statute@
“Reorganized TCEH Conversion™). For U.S. federal income tax purposes, the incorporation of Reorganized T CEH
will be treated as if EFH Com. contributed the TCEH assets and other assets contributed to Reorganized TCEH (a
corporation) in exchange for all of the Reorganized TCEH Common Stodk and the assumption of the New Reorganized
TCEH Debt and certain o'mer liabilities by Reorganized TCEH. Eerwmmhemef-deubt—ne

Reorganrzed TCEH when-Reorganized

intended to qualify as a reorganlzatron pursuant to sectron 368(a)(1)(G) of the IRC with a drstrrbutron purwant to
section 355 of the IRC (a “Divisive G Reorganization”). Assuming qualification as a Divisive G Reorganization, the
Debtors should not recognize any gain or loss with resped to the FCEHT-ax-Free-Spin Off for U.S. federal income tax
pumoses, other than the gain recognrzed |n connectron with the Preferred Stock Sale, as drscussed belowm
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(b) Preferred Stock Sale.

The Debtors currently project that the EFH Group will have gpproximately $4.9 billion of NOLs as of
December 31, 2015, and that figure will increase (a) to the extent the Effective Date occurs after that date; (b) to the
extent of bonus dep reciation (if any) in 2015; and (c) to the extent any additional NOLs are generated as a result of
makewhole settlement payments (if any). The Preferred Stock Sale will utilize the EFH Group’s available NOLs to
achieve the Basis Stegp-Up prior to such NOLs being reduced as a result of the COD Income (defined below) tha will

be recognized under thePlan, subject to ap-etentialan NOL holdback amountintheMergerScenario.

To obtain the Basis Step-Up, prior to the conversion-of-Reorganized TCEH from-a-disregarded-entity-to-a
comporationConversion, TCEH will form the Preferred Stock Entity, which will initially—be formedtreated as a
msregarded-ennguandJater-cowerted-to-a-mrporalon for U.S. federal income tax purposes. AﬁerIGEH—eenmbures

Reorganized TCEH
), Reorganized TCEH will contribute the equity in the Contributed TCEH

IGEthem,cens-te-a-eerpgranen
Debtors (or, potentlally certain assets or Jomt mterests |n certaln assets&wm

(collectlvely, the “Contrlbuted TCEH Assets”) to the Preferred Stod< Entrty in exchange for the Preferred Stock
Entity’s (a) common stock and (b)Newthe Reorganized TCEH Sub Preferred Stock.”

Immediately thereafter, and pursuant to aprearranged and binding agreement, Reorganized TCEH will sell all
Q_f_theNew Reorgamzed TCEH Sub Preferred Stod< in exchange for ¢Cash to third pany nvestorsw

Slo_ck Thls sale WIII cause Reorgamzed TCEH s contrrbutron of the Contrlbuted TCEH Assets to be taxable because
Reorganized TCEH will not have control of the Preferred Stock Entity for purposes of section 351 of the IRC. Because
the Contributed TCEH Assets are either (a) stodkgquity interests in disregarded entities for federal income tax purposes
or (b) assets held by entities that are disregarded for federal income tax purposes, EFH Corp. should recognize gain
equal to the difference between thetax basis of the assets owned by the Preferred Stodk Entity and the fair market value
of such assets. The tax basis of such assets should be increased by the amount of the gain recognized, and such gain
will beoffset by the EFH Group’s taxattributes.

Dueto the Ilmltatlons on the use of NOL carry forwards to reduce alternative minimum tax (“AMT”) liability ,
ailableit is expected tha the Debtors maywill

incur-some cash AMT I|ab|I|ty asaresultofthe Preferred Stock Sale h

2. EFH Recapitalization and Re organization.

Other than consequences of the REIT Reorganization, which are discussed in greater detail below, the primary
U.S. federal income tax effect of the EFH-Resrganizationreorganization will be thepotential generation of cancelation
of indebtedness income (“COD Income”) resulting from the discharge of Claims against the EFH Debtors and EFIH
(discussed below).

Ge%mmmmmpﬂ%y&%@ the P—laﬂ-may—melvethemergerm&mbumn
of Reorganlzed EFH -\

of additionalgain or Ioss. A

% TheNew Reorganized TCEH Sub Preferred Stock will havevotingrights under certain limited circumstances.
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3. Cancelation of Debtand Reduction of Tax Attribuftes.

In general, absent an exception, a debtor will realize and recognize COD Income upon saisfaction of its
outstanding indebtedness for total consideration less than the amount of such indebtedness. The most significant of
these exceptions with respect to the Debtors is that taxp ay ers under the jurisdiction of a court in a case under chapter 11
of the Bankruptcy Code, where the discharge of debt occurs pursuant to that proceeding, are not required to recognize
such COD Income. In tha case, however, the taxpayer must reduce its tax attributes, such as its NOLs, general
business credits, cgital loss carry forwards, and tax basis in assets, by the amount of the COD Income avoided.
Generally, the reduction in the tax basis of assets cannot exceed the excess of the total basis of the debtor’s property
held immediately after the debt discharge over the total liabilities of the debtor immediately after the discharge (the
“Liability Floor Rule”). Any atribute reduction will be gp lied as of the first day following the taxable year in which
COD Incomeis recognized.

The amount of COD Income, in general, is the excess of (a) the adjusted issue price of the indebtedness
satisfied or canceled, over (b) the sum of (i) the amount of cash paid, (ii) the issueprice of any new indebtedness ofthe
taxpayer issued and (iii) the fair market value of any other consideration. Because the Plan provides that Holders of
certain Allowed Claims will receive their pro rata share of new debt instruments or equity interests rather than cash, the
amount of COD Income will dgpend on the fair market value of the consideration (or the issue price of indebtedness)
exchanged therefor. The fair market value of such consideration cannot be known with certainty until after the
Effective Date. Accordingly, the amount of COD Income the Debtors may inaur is uncertain. The Debtors do,
however, exp ect that in all cases, the amount of COD Incomewill exceed the amount of EFH’s NOLs remaining after
offsetting gain recognized as a result of the Preferred Stodk Sale, as discussed above. As a result, any such remaining
NOLs would be completely eliminated. However, the Debtors expect that, as a result of the Liability Floor Rule, the
tax basis ofthe Reorganized Debtors’ assets willnot be materially reduced.

Section 382 of'the IRC limits a corporation’s use of its NOLs if that comporation undergoes an “ownership
change.” Because the Consummation of the Plan is expected to result in the elimination of'the Debtors” NOLS, that
limitation will have no material effect.

4. The TCEH Settlement Claim{(Class-ALL),

_ Pursuant to the Plan, TCEH holds the TCEH Settlement Claim agalnst EFH Corp In-the Standalone

deemed satlsfled upon (Dnsummatlon ofthe Merger and Purchase Agreement in acoordanoe with the Plan. As noted
above, TCEH is currently adisregarded entity from EFH Cormp. for U.S. federal income taxpurposes. As a result, the
TCEH Settlement Claim should be disregarded for U.S. federal income tax purposes, and there should be no resuking
tax consequences from thetreatment of the TCEH Settlement Claim under the Plan.

b_eIQW) The ol |noner|od for each share of Reorganized EFH Common Stock deemed contrlhuted to Reoroanlzed

TCEH should includetheapplicable Holder’s holdingp eriod for such share

C. Certain US. Federal Income Tax Conse quences of the Plan to Holders of Allowed Claims in Classes
Entitled to Vote on the Plan.

Asdiscussed below, the tax consequences of the Plan to Holders of Allowed Claims will depend on a variety
of factors.

211
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Recoveries under the Standalone-Seenario-and-the- MergerSecenarioPlan are significantly different, and these
differences will change the U.S. federal incometax consequences to Holders of certain Claims.

As an initial matter, whether the Plan is fully or partially taxable will depend on whether the debt instruments
being surrendered constitute “securities” for U.S. federal income tax purposes. Whether a Claim that is surrendered
and debt instruments received pursuant to the Plan constitute “securities” is determined based on all the facts and
circumstances. Most authorities have held tha the length of the term of a debt instrument at initial issuance is an
important factor in determining whether such instrument is a security for U.S. federal income tax purposes. These
authorities have indicated that a term of less than fiveyears is evidence that the instrument is not a security , whereas a
term of 10 years or more is evidence that it is a security. There are numerous other factors tha could be taken into
account in determining whether a debt instrument is a security, including the security forpayment, the creditworthiness
of the obligor, the subordination or lack thereof with resped to other creditors, the right to vote or otherwise particip ate
in the management of the obligor, convertibility of the instrument into an—taterestequity of the obligor, whether
payments of interest are fixed, variable, or contingent, and whether such payments are made on a current basis or
accrued. The Privae Letter Ruling may address whether certain Claims surrendered pursuant to the Plan constitute
“securities.”

The character of any recognized gain as capital gain or ordinary income will be determined by a number of
factors, ncluding the tax status of the U.S. Holder, the nature of the Claim in such U.S. Holder’s hands (including
whether the Claim constitutes a capital asset), whether the Claim was purchased at a discount, whether and to what
extent the U.S. Holder has previously claimed a bad debt deduction with respect to its Claim, and whether any part of
the Holder’s recovery is treated as being on account of accrued but unpaid interest. Accrued interest and market
discountarediscussed below.

1. Consequences to U.S. Holders of Claims-ifthe-Standalone-Scenario-is-Consummated.

212
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101 EEIH s adi rded—entitfor 1S fodesal i 4 s A dingly-— EETH teeofthe BEH 1RO Notesshould-bedisrogarded—for U S—fad oral-incorm

this-analysis—should-be-based—on-whether—the-ERH-LBONote-Priran—Clairs—constite ities
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-...- s—ihe H—R—{ satistaction—and—discharge the

Holders of Allowed Class C3 Claims

Pursuant to the Plan, in full satisfaction and discharge of their Claims,
will receive their pro rata share of (a) Reorganlzed TCEH Common Stock; (b) cash {Qilgm_ﬁand (G)-petemaug,l-
New-d) Reorganized EFH Common Stock. i
whetherthe Class C3-Claimsare “seeurities”

3 241 99
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0] Treatmentifa Class C3 Claim Constitutes a “Security.”

If a Class C3 Claim constitutes a “security,” then the exchange of such a Claim for Reorganzed TCEH
Common Stock generally should be treated as part of the Divisive G Reorganization and distribution under section 355

Merger, will be deemed

| KE 3887242536947206
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of the IRC. Other than with resped to any amounts received that are attributable to accrued but untaxed interest, aU.S.
Holder of such a Claim should recognize gain (but not loss), to the extent of the lesser of (a) the amount of gain
realized from the exchange (generally equal to the fair market value of all of the consideration, including cash, received
minus the Holder’s adjusted basis, if any, in the Claim) or (b) the cash and the fair market value of “other property
received in the distribution that is not permitted to be received under sections 355 and 356 of the IRC without the
recognition of gain. Further, the exchange of such a Claim for RightsReorganized EFH Common Stock should be
treated as a reorganizaion under section 368 of the IRC.-_ Other than with respect to amounts attributable to accrued
but untaxed interest, a U.S Holder of such a Claim should recognize gain (but not loss) to the extent of the lesser of (a)
the amount of gain realized from the exchange or (b) the cash and the fair market value of““other prop erty  received in
theexchange that isnot permitted to be received under sections 354 and 356 of the IRC without recognition of gain.

W|th resp ect to Reorganized i i 3 iderati
is treated as a“stock or secunty—}M such u.s. Holder should obtaln atax basis in such
property, other than any such amounts treated as received in satisfaction of accrued but untaxed interest, equal to (a) the
tax basis of the Claim surrendered, less (b) the cash received, p lus (c) gain recognized (if any). The holdingperiod for
such non-cash considerationshould includethe holdingp eriod for the surrendered Claims.

HDJdeLS_shQuId_tham_a tax ba5|s ef—y
Rightsamounts treated as received in satisfaction of accrued but untaxed interest showd-(or original issue discount),

shQuId_equal the amountof such accrued but untaxed mterest but inno event should such ba5|s exceed thefalr market
value of the stock received in satisfaction of accrued but untaxed interest. The holding period for the non-cash
consideration treated as received in satisfaction of accrued but untaxed interest should not include the holding period of
the debt instrument constituting the surrendered Claim, and should begin on theday following the Effective Datereceipt

of such property.

(i) Treatmentifa Class C3 Claim Does Not Constitute a “Security.”

Certain Class 3C3 Claims may not constitute “securities.” A U.S. Holder of such a Claim should be treated as
receiving its distribution under the Plan in a taxable exchange under section 1001 of the IRC. Accordingly, other than
with resped to any amounts received that are attributable to accrued but untaxed interest, aU.S. Holder of such aClaim
would recognize gain or loss equal to the difference between (a) the sum of the cash and the fair market value of the
“other p roperty’received in exchange forthe Claim and (b) such U.S. Holder’s adjusted basis, ifany , in such aClaim.

Such U.S. Holder should obtain a tax basis in the non-cash consideration received, other than with respect to
any amounts received that are attributable to accrued but untaxed interest, equal to the fair market value ofthe non-cash

consideration as of the Effective Datereceip t of such p roperty.

The tax basis of any non-cash consideration treated as received in satisfaction of accrued but untaxed interest
should equal the amount of such accrued but untaxed interest, but in no event should such basis exceed the fair market
value of thestock received in satisfaction of accrued but untaxed interest.

Theholdingperiod ofthe non-cash consideration should begin on the day following the Effective Datereceipt

(i) Exercise of Rights

A U.S. Holder that elects not to exercise the Rights may be entitled to claim a loss equal to the amount of tax
basis allocated-tojn the Rights, subject to any limitations on such U.S. Holder’s ability to utilize capital losses. Such

U.S. Holders are urged to consult with their own taxadvisors as to the tax consequences of electing not to exercise the
Rights.
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A U.S.Holder that elects to exercise the Rights will be treated as purchasingfNew EFH Common Stockl, in
exchange for its Rights and the exercise price. Such apurchase generally will be treated as the exercise of an option
under general tax principles. Accordingly, such a U.S. Holder should not recognize income, gain or loss for U.S.
federal income tax purposes when it exercises the Rights. A U.S. Holder’s aggregate tax basis in the New EFH
Common Stodk should equal the sum of (a) the amount of cash paid by the U.S. Holder to exercise its Rights plus
(b) such U.S. Holder’s tax basis in its Rights immediately before the option is exercised. A U.S. Holder’s holding
period for the New EFH Common Stock received pursuant to the exercise of the Rights should begin on the day
followingsuch exercise.

(b) Consequences to US. Holders of TCEH Unsecured Debt Claims (Class C4) and

General Unsecured Claims Against the TCEH Debtors Other Than EFCH (Class
C5.)

Pursuant to the Meerger ScenarioPlan, in full satisfaction and discharge of their Claims, Holders of Allowed
Class C4 and C5 Claims will receive their pro rata share of (a) Reorganized EFH Common Stodk and (b) nghtsi'm
Thetreatment ofaU.S. Holder of such aClaim will vary dep endingon whether aClass C4 or C5 Claim s a “security.”

0] Treatmentifa Class C4or C5 Claim Constitutes a “Security.”

If a Class C4 or C5 Claim constitutes a “security,” then the exchange of such a Claim should be treated as a
reorganization under the IRC. Other than with respect to any amounts received that are attributable to accrued but
untaxed interest, aU.S. Holder of such aClaim should recognize gain (but not loss), to the extent of the lesser of (a) the
amount of gain realized from the exchange (generally equal to the fair market value of all of the consideration,
including cash, received minus the Holder’s adjusted basis, if any, in the Claim) or (b)the cash and the fair market
value of “other prop erty ” received in the distribution that is not p emnitted to be received under sections 354 and 356 of
the IRC without therecognition of gain.

W|th respect to Reorgani

is treated as a“stock or secunty+M such U S. Holder should obtam atax baS|s in such
property, other than any such amounts treated as received in satisfaction of accrued but untaxed interest, equal to (a) the
tax basis of the Claim surrendered, less (b) the cash received, plus (c) gain recognized (if any). The holdingperiod for
such non-cash considerationshould includetheholdingp eriod for the surrendered Claims.

treated as received in satisfaction of accrued but untaxed interest
should equal the amount of such accrued but untaxed interest, but in no event should such basis exceed the fair market
value of the stodpon-cash consideration received in satisfaction of accrued but untaxed interest. The holding p eriod
for the Resrganized-EFH-Commen-Steck-orRightsnon-cash consideration treated as received in satisfaction of accrued
but untaxed interest should not include the holding period of the debt instrument constituting the surrendered Claim,
and should begin on theday followingthe Effective Datereceip t of such property.

(i) Treatment if a Class C4 or C5 Claim ConstitutesDoes Not Constitute a

“S ecurity.”

If a Class C4 or C5 Claim does not constitute a “security,” then a U.S. Holder of such a Claim should be
treated as receiving its distribution under the Plan in a taxable exchange under section 1001 of the IRC.'®
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Accordingly, other than with respect to any amounts received that are attributable to accrued but untaxed interest, a
U.S. Holder of such a Claim would recognize gain or loss equal to the difference between (a) the sum of the cash and
the fair market value of the other property received in exchange for the Claim and (b) such U.S. Holder’s adjusted
basis, if any, in such aClaim.

A U.S. Holder of such a Claim should obtain a tax basis in the New Reorganized EFH Common Stodk and
Rights, other than any such amounts treated as received in satisfaction of accrued but untaxed interest, equal to the fair
market value of the New Reorganized EFH Common Stock and Rights as of the Effective-Datereceipt of such
property.

The tax basis of any New Reorganized EFH Common Stodk or Rights treated as received in satisfaction of
accrued but untaxed interest should equal the amount of such accrued but untaxed interest, but in no event should such
basis exceed the fair market value of the New Reorganized EFH Common Stodk or Rights received in satisfaction of
accrued but untaxed interest.

The holding period for such New Reorganized EFH Common Stock and Rights should begin on the day
followingthe Effestive Datereceip t of such p roperty.

(iii) Exercise of Rights

A U.S. Holder that elects not to exercise the Rights may be entitled to claim a loss equal to the amount of tax

| basis alocatedtoin the Rights, subject to any limitations on such U.S. Holder’s ability to utilize capital losses. Such

U.S. Holders are urged to consult with their own taxadvisors as to the tax consequences of electing not to exercise the
Rights.

| A U.S.Holder that elects to exercise the Rights will be treated as purchasingfNew EFH Common Stockl;, in
exchange for its Rights and the exercise price. Such apurchase generally will be treated as the exercise of an option
under general tax principles. Accordingly, such a U.S. Holder should not recognize income, gain or loss for U.S.
federal income tax purposes when it exercises the Rights. A U.S. Holder’s aggregate tax basis in the New EFH
Common Stodk should equal the sum of (a) the amount of cash paid by the U.S. Holder to exercise its Rights p lus
(b) such U.S. Holder’s tax basis in its Rights immediately before the option is exercised. A U.S. Holder’s holding
period for the New EFH Common Stock received pursuant to the exercise of the Rights should begin on the day
followingsuch exercise.

(@)(c)_AccruedInterest.

To the extent that any amount received by a U.S. Holder of a surrendered Allowed Claim under the Plan is
attributable to accrued but unp aid interest and such amount has not p reviously been included in the U.S. Holder’s gross
income under such U.S. Holder’s method of accounting, such amount should be taxable to the U.S. Holder as ordinary
interest income. Conversely, aU.S. Holder of a surrendered Allowed Claim may be able to recognize a deductible loss

1% The Plan also provides that Holders of Class C5 Claims may receive cash in lieu of their Pro Rata share of
| Reorganized EFH Common Stodk and Rights if such treatment is consistent with the Intended Tax-Free
Treatment. A U.S. Holder of such a Claim will be subject to the same treatment as U.S. Holders of a Class C4

or C5 Claims that is determined not to bea ““security .”
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to the extent tha any accrued interest on the debt instruments constituting such a Claim was previously included in the
U.S. Holder’s gross income, but was not paid in full by the Debtors.

The extent to which the consideration received by a U.S. Holder of a surrendered Allowed Claim will be
attributable to accrued interest on the debt instrument constituting the surrendered Allowed Claim is unclear. U.S.

| Holders of Claims with accrued interest showdare urged to consult with their tax advisors regarding the allocation of
theconsideration.

(b)(d) _MarketDiscount.

Under the “market discount” provisions of sections 1276 through 1278 of the IRC, some or all of any gain
realized by a U.S. Holder exchanging the debt instruments constituting its Allowed Claim may be treated as ordinary
income (nstead of capital gain), to the extent of the amount of accrued “market discount” on the debt constituting the
surrendered Allowed Claim.

In general, a debt instrument is considered to have been acquired with “market discount” if it is acquired other
than on original issue and if the U.S. Holder’s adjusted tax basis in the debt instrument is less than (a) the sum of all
remaining p ayments to be made on the debt instrument, excluding “qualified stated interest,” or (b) in the case of a debt
instrument issued with “original issue discount,” its adjusted issue price, by at least a de minimis amount (equal to
0.25% of the sum of all remaining payments to be made on the debt instument, excluding qualified stated interest,
multip lied by the number of remainingwholey ears to maturity).

Any gain recognized by a U.S. Holder on the taxable disposition (determined as described dove) of a debt
instrument that it acquired with market discount should be treated as ordinary income to the extent of the market
discount that accrued thereon while such debt instrument was considered to be held by the U.S. Holder (unless the U.S.
Holder elected to include market discount in income as it accrued). To the extent that a surrendered debt instrument
that had been acquired with market discount is exchanged in a tax-free or other reorganization transaction for other
property (as may occur here), any market discount tha accrued on such debts but was not recognized by the U.S.
Holder may be required to be carried over to theproperty received therefor and any gain recognized on the subsequent
sale, exchange, redemption orother disposition of such property may be treated as ordinary income to the extent ofthe
accrued but unrecognized market discount with respect to the exchanged debt instrument. These rules are comp lex and
the application of the market discount rules to Allowed Claims is uncertain. U.S. Holders of Allowed Claims should
consult theirowntaxadvisors regarding theap p lication of the market discount rules to their Claims.

D. Certain REIT Structure Considerations.
. E .

As discussed above, as part of the EEH-Reorganizationreorganization and as a condition to the Merger
ScenarioPlan, the Debtors and various parties in interest may-will exercise their reasonable efforts to imp lement the
REIT Stms@mngﬁﬂm pursuant to which Oncor will be restructured in a way intended to enable

New EFH to be treatyed as a REIT W|th|n the meaning of
section 856 oftheIRC, and to obtain certain rulings in thePrivate Letter Ruling regarding thesame.**

The final form of the REIT Reorganization is continuing to be evaluated. However, as part of any REIT
Reorganization, Oncor would be split into two separate entities. One entity would own Oncor’s assets that are

treated as real property for U S. federal income tax pumoses—including-powerlines—substations transmission
v _(the “Qualified Assets™), as well as certain

other assets Includlng assets necessary to Satlsty the“actlve trade or busm%s requlrement of section 355 of the
IRCWlth respectto the - ep-ara ¥ aind 3
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The Debtors currently anticip ate that the sep-aration-of-consideration pay able by OpCo from-PrepCofor the
OnCo Assets will ossu-through-consist of (a-taxable-spinoff-to-creditors-or-a-) an upfront cash payment and (b) a
m_m%@/able over a 10-vear erm. The overall purchase price will be determined, in part, by

aiser The joint-survivor mercer should be treated as a taxable sale

to a-thirdpaty-—andOpCo, which will result in

taxable galn based on the dlfference between the taxba5|s of the assets to be transferred to OpCo and the fair market

valueofOpCo-In-theM-enger-Scenane-Qp@e-vwlLbeewned-by Eu[mantmthet:tun-t-mmgx-pm —Ln-the

Mm@%@%#mmmum the Debtors currently ant|C|pat
that aportlon ofthe EFH Group s &ax-atmbu&esweuld-p%maﬂym be avallable to offset MM

=~ od oer - - > S
DaIEJALIan_O_t_b_e_a\LaLIab_Ie_to_o_tfset_sud]_ta)eble galn-asseslated-wmh-thaREﬂ;cenvepsm—but—therecan-bene
assurance-__The Debtors cannot be certain that the OpCoe-separateOncor separation will not result in any cash tax
liability .

op eratlon of New EFH Reoraanlzed EF IH and ProoCo aII subiject to oversight by the board of directors of New
EFH, Reorganized EFIH, and PropCo, as app le. Theprecise extent of HUS’s activities with respect to New
EEH. Reorganized EFIH, and PropCo has not vet been determined

he REIT Reorgamzatlon is S%GM—REMF@M@MM—G@%MMMM

|0WII‘](] the issuance of

hlghly technlcal tax rules in the IRC and

related rngIatlons mgopreserve mmmw as a REIT. Certain of
thoseconsiderations are discussed below.

1.2. ___General REIT Considerations.

In any year in which REITCo qualifies_for taxation as a REIT and has a valid REIT election in place,
REITCo will claim deductions for the dividends REITCo pays to Holders of REITCo Interestsstock. As a result,
REITCo will not be subject to U.S. federal income tax on that portion of REIT Co’s REIT taxable income or capital

@gamzatlon and etreatmento Onoorsmmontv owners TheDebtors do not ew
of taxable gain will be materially different under any of the REIT Reorganization alternatives under
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gain which is currently distributed to such Holders. REITCo will, however, be subject to U.S. federal income tax at
nomal corporate rates on any REIT taxable income or capital gain not distributed. Moreover, even if REIT Co
qualifies as aREIT, REIT Cononethelesswould besubject to U.S. federal tax in certain circumstances, including:

Vi.

Vii.

viii.

REITCo may elect to retain and pay income taxon its net long-term capital gain. In that case,
aHolder of REITCo Interestswould include its p roportionate share of undistributed long-term
capital gain (to the extent REITCo makes a timely designation of such gain to the
stHod<helder) in such Holder’s income, such Holder would be deemed to have paid the tax
that REITCo paid on such gain, and such Holder would be allowed a credit for its
proportionate share of the tax deemed to have been paid, and an adjustment would be made to
increase its basis in theREIT Co Interests.

REIT Comay besubject to thealternative minimum tax

If REITCo has net income from prohibited transactions, such income will be subject to a
100% tax. “Prohibited transactions” are, in general, sales or other dispositions of prop ety
held primarily for sale to customers in the ordinary course of business, rather than for
investment, other than foreclosurep roperty.

If REITCo fails to satisfy the 75% Gross Income T est-as-described-belows or the 95% Gross
Income Test (each discussed below), due to reasonable cause and not due to willful neglect,
but nonetheless maintains its qualification for taxation as a REIT because etherregurements
are-metof specified cure provisions, REITCo will be subject to a 100% tax on an amount
equal to (1) the greater of (A) the amount by which REITCo fails the 75% Gross Income T est
or (B) the amount by which REITCo fails the 95% Gross Income Test, as applicable,
multip lied by (2) a fraction intended to reflect REIT Co’s profitability.

If REITCo fails to satisfy any of the Asset Tests—_(as described belows;), other than
certaingpecified de minimis failures, but REITCo’s failure is due to reasonable cause and not
due to willful neglect and REITCo nonetheless maintains its REA—qualification_for taxation
as a REIT because of specified cure provisions, REITCo will be required to pay atax equal to
the greater of $50,000 or 35% of the net income generated by the nonqualify ing assets during
theperiod in which REIT Cofailed to satisfy the Asset Tests.

If REITCo fails to satisfy other REIT qualification requirements (other than a Gross Income
Testor Asset Test) and-thatvielation-is-due to reasonable cause and not due to willful neglect,
REITCo may retain its REF—qualification_for taxation as a REIT, but REITCo will be
required to pay apenalty of $50,000 for each such failure.

If REITCo fails to distribute during-eachfor any calendar year at least the sum of (1) 85% of
REMCo'sjts REIT ordinary income for such year, (2) 95% of REI Ce’sjts REIT capital gain
net income for such year, and (3) any undistributed taxable income from prior periods,
REITCo will be subject to a 4% pondeductible excise tax on the excess of such required
distributions over the sum of (A) the amounts actually distributed (taking into account excess
distributions from prior years) plus (B) retained amounts on which federal income tax is paid
at the corporate level.

REITCo may be required to pay-monthly penalties to the IRS in certain circumstances,
includingif REITCo fails to meet record-keep ing requirements intended to monitor REITCo’s
comp liance with rules relating to the comp osition of REITCo’s stockholders.
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X If REITCo acquires appreciated assets from a C corporation (i.e., a corporation generally
subject to corporate income tax) in a transaction in which the adjusted tax basis of the assets
in REITCo’s hands is determined by reference to the adjusted tax basis of the assets in the
hands of the C cormporation, REITCo may be subject to tax on such gppreciation at the highest
corporate income tax rate then applicable if REITCo subsequently recognizes gain on a
disposition of such assets during the 10-year period following their acquisition from the C
corporation. The results described in this paragraph would not gply if the non-REIT
corporation elects, in lieu of this treatment, to be subject to an immediate tax when the asset is
acquired by REIT Co.

kX _REITCo may have subsidiaries or own interests in other lower-tier entities that are C
comporations, such as TRSs, the earnings of which would be subject to federal oorporate

2-3. __General REIT Qualification Tests.

ThelRC generally defines a REIT asa corporation, trust, or association:
i that elects to be taxed as a REIT;
ii.  thatis managed by oneormoretrusteesor directors;

iii. the beneficial ownership of which is evidenced by transferable shares or by transferable
certificates of beneficial interest;

iv.  that would be taxable as a domestic corporation but for its statuselection to be taxed as a
REIT;

v. thatis neither a financial institution noran insurancecompany;
vi.  that meets the gross income, asset, and annual distribution requirements;

vii.  the beneficial ownership of which is held by 100 or morepersons on at least 335 day's in each
full taxable year, proportionately adjusted fora partial taxable y ear; and

Viii. generally in which, at any time duringthe last half of each taxable y ear, no more than 50% in
value of the outstanding stock is owned, directly or indirectly, by five or fewer individuals or
entities treated as individuals for thispurpose.

Conditions (a) through (fwi) must be met during each taxable year for which REIT status is sought.
Conditions (gvii) and (hviii) do not have to be met until the year after the first taxable year for which a REIT
election is made.

34. S hare Ownership Test.

REITCo’s common stock and any other stock REITCo issues must be held by a minimum of 100 p ersons
(determined without attribution to the owners of any entity owning REITCo stock) for at least 335 days in each full
taxable year, proportionately adjusted for partial taxable years. In addition, at all times during the second half of
each taxable year, no more than 50% in value of REITCo stock may be owned, directly or indirectly, by five or
fewer individuals (determined with attribution to the owners of any entity owning REIT Co stock). As noted above,
these share ownership tests do not gply until after the first taxable year for which REITCo elects REIT status.
These share ownership restrictions are app lied with resp ect to complex constructive ownership rules that may cause
shares of stock owned directly or constructively by a group of related individuals or entities to be constructively
owned by oneindividual orentity .
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[TCo’s charter will restrict the transfer of REITCo stock that
itions. Moreover, the terms of any options that may be granted
to any management, independent directors, or other person will contain provisions that prevent such options and
| suchpersons from causinga violation of these tests.ownership restrictions. REITCo’s charter worHe-Hkelywill also

contain provisions requiring each holder of REITCo’s shares to disclose, upon demand, constructive or beneficial
ownership of shares as deemed necessary to comp ly with the requirements of the IRC. Furthermore, stockholders
failing or refusing to comply with REITCo’s disclosure request wouldlikelywill be requiredunder_by Treasury
regulations efthetRC-to submit a statement efsudh-informationto-the lRS-at-the-time-offilingtheirannualwith its
federal income tax return fortheyear inwhich the request was madedisclosing its actual ownership of REITCo
shares and otherinformation.

4.5, S ubsidiary Entities.

REITs frequently own and operate their real estate assets indirectly through ownership of an operating
partnership (aso-called “UPREIT” structure). In an UPREIT structure, certain parties own REIT stock, while other
parties own partnership interests in the operating partnership. The op erating partnership would either act as PropCo
or own PropCo (which would itself either be a partnership or a disregarded entity ).4n-the Standalone Sceparioitis
MMM

an UPREIT structure WI|| be utlllzed-m-theR-ElLGgwemq—m-theMngep

uuhz-ed-,._ REITCo Would be deemed to own ap roportlonate share ofthe assets ofPropCo and REITCo would, in an
UPREIT structure, be allocated a proportionate share of each item of gross income from PropCo, each based on
REITCo’s ownership percentage of the operating partnership. A partnership is not subject to U.S. federal income
tax and instead allocates its tax attributes to itspartners. Thepartners are subject to U.S. federal income taxon their
allocable share of the income and gain, without regard to whether they receive distributions from the partnership.
Each partner’s share of a partnership’s tax attributes is determined in accordance with the limited partnership
agreement.

A REIT may own one or more TRSs. A TRS is a separately -taxable entity that can perform certain
services or activities that a REIT cannot otherwise perform.™® Additionally, in the context of a tax-free sp in-off of

aREIT, a TRS may beused to own the assets and p erform the activities that will satisfy the REIT ’s “active trade or
business” requirement.

A qualified REIT subsidiary (a“QRS”)is a corporation that is wholly owned by a REIT and is not a TRS.
For purmposes of the Asset and Gross Income Tests described below, all assets, liabilities, and tax attributes of a

qualified REM-—subsidiaryORS are treated as belongingto the REIT. A qualified REH-—subsidiaryQRS is not subject
to U.S. federal income tax, but may be subject to state or local tax. At this time, it is uncertain whether REITCo

would ownany QRS.
5:6. AssetTests.

At the close of each calendar quarter of each taxable year, REITCo wouldwill need to satisfy a series of
tests based on the composition of REIT Co’s assets (the “Asset Tests”). After initially meetingthe Asset Tests at the
| closeof any quarter, REIT Co generally weuldwill not lose its statusgualification for taxation as a REIT for failure to

110

Certain additional requirementsand considerations ap ply to investmentsin TRSsthat are not discussed here.
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satisfy the Asset Tests at the end of a later quarter solely due to changes in the value of REITCo’s assets. In
addition, if the failure to satisfy the Asset Tests results from an acquisition duringa quarter, the failure can be cured
by disposing of non-qualify ing assets within 30 days after the close of that quarter. REITCo wouldwill maintain
adequate records of the value of REITCo’s assets to ensure comp liance with these tests and will act within 30 day s
after theclose of any quarteras may be required to cure any noncompliance.

At least 75% of the value of REITCo’s assets wotHdwill need to be represented by “real estate assets,”
cash, cash items (including receivables), and government securities (the “75% Asset Test”). Real estate assets
include (a) real property (including interests in real property and interests in mortgages on real property), (b) shares
in other qualify ing REITs, and (c) any stock or debt instrument (not otherwise a real estate asset) attributable to the
temporary investment of “new capital,” but only for the one-year period beginningon the date REIT Co receives the
new capital. Property will qualify as being attributable to the temporary investment of new cgpital if the money
used to purchase the stock or debt instrument is received in exchange for REITCo stock or in apublic offering of
debt obligations that have a maturity of at least five y ears.

The IRS has previously given a private letter ruling to the predecessor to InfraREIT, a publicly -traded
electricity transmission and distribution REIT, confirming that InfraREIT s electricity transmission and distribution
assets qualified as real estate assets. Although ataxpayer cannot rely on a private letter ruling granted to a different
party, the InfraREIT private letter ruling is still a help ful view on the IRS’s p otential treatment of certain of Oncor’s
assets. Notwithstanding the InfraREIT PLRprivate letter ruling, however, there is uncertainty with respect to the
treatment of certain of Oncor’s assets undertheap plicable REIT asset and income tests.

t—Feated—a.s—a—'l'—RS- Securltles ofa TRS are excepted from the 5% and 10% vote and Value hrnltatlons on a REIT s
ownership of securities of a single issuer. However, no more than 25% of the value of a REIT’s assets may be
rep resented by securities of oneor more TRSs.

REII—weutd not Iose its REIT status for falllng to satlsfy these 5% or 10% Asset Tests ina quarter |f the fallure is
due to the ownership of assets the total value of which does not exceed the lesser of (a) 1% of the total value of the
REIT’s assets at the end of the quarter for which the measurement is done, or (b) $10 million; provided in either
case that the REIT either disposes of the assets within six months after the last day of the quarter in which the REIT
identifies the failure (or such other time period prescribed by the Treasury), or otherwise meets the requirements of
those rules by the end of that period. H-a-REHfails-to-meet-any-of the Asset Testsfora-gquarterand|f the failure
exceeds the de minimis threshold described above, then the REIT still would be deemed to have satisfied the
requirements if (i) followingthe REIT ’s identification of the failure, the REIT files a schedule with a descrip tion of
each asset that caused the failure, in accordance with regulations prescribed by the Treasury; (ii) the failure was due
to reasonable cause and not to willful neglect; (iii) the REIT disposes of the assets within six months after the last
day of the quarter in which the identification occurred or such other time period as is prescribed by the Treasury (or
the requirements of the rules are otherwise met within that period); and (d) the REIT pays atax on the failure equal
to the greater of (x) $50,000, or (y) an amount determined (under regulations) by multiplying (A) the highest rate of
tax for corporations under section 11 of the IRC, by (B) the net income generated by the assets for the period
beginning on the first date of the failure and ending on the date the REIT has disposed of the assets (or otherwise
satisfies the requirements).

6.7, ____GrossIncome Tests.

For each calendar year, REIT Co will be required to satisfy two separate tests based on the composition of
REITCo’s gross income, as defined under REITCo’s method of accounting (the “Gross IncomeTests”). If REIT Co
fails to satisfy either of the Gross Income Tests discussed below for any taxable year, REITCo may retain its
statusgualification for taxation as a REIT for suchyear if: (i) the failure was due to reasonable cause and not due to
willful neglect, (ii) REITCo attaches to its retum a schedule describing the nature and amount of each item of
REITCo’s gross income, and (iii) any incorrect information on such schedule was not due to fraud with intent to
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| evade U.S. federal income tax. If this relief provision is available, REITcCo would remainbe subject to tax equal to
the greater of the amount by which REITCo failed the 75% Gross Income Test or the 95% Gross Income Test, as
app licable, multip lied by afraction meantintended to reflect REIT Co’s profitability.

@) The 75% Gross Income Test.

At least 75% of REITCo’s gross income for the taxable year (excluding gross income from prohibited

| transactions and certaingpecified hedging transactions and cancelation of indebtedness income) must result from

(i) rents from real property, (ii) interest on obligations secured by mortgages on real property or on interests in real

property, (iii) gains from the sale or other disposition of real property (including interests in real property and

interests in mortgages on real property) other than property held primarily for sale to customers in the ordinary

| course of eurREITCo’s trade or business, (iv) dividends from other qualify ing REITs and gain (other than gain from

prohibited transactions) from the sale of shares of other qualify ingREITs, (v) other specified investments relatingto

real property or mortgages thereon, and (vi) income attributable to stodk or a debt investment that is attributable to a

temporary investment of new capital (as described under the 75% Asset Test above) received or earned during the
one-y ear period beginningon the date such new capital is received (the “75%Gross Income T est”).

Income attributable to a lease of real prop erty will generally qualify as “rents from real property”’ under the
75% Gross Income Test (and the 95% Gross Income Test described below), subject to the rules discussed below.
Rent from aparticular tenant will not qualify if REITCo, or an owner of 10% or more of REITCo’s stock, directly or
indirectly, owns 10% or more of the voting stock or the total number of shares of all classes of stod in, or 10% or
| more of the assets or net profits of, the tenant (subject to certaingpecified exceptions). The portion of rent
attributable to personal property rented in connection with real property will not qualify, unless the portion
attributable to personal property is 15% or less of the total rent received under, or in connection with, the lease.
Generally, rent will not qualify as “rents from real property” if it is based in whole, or in part, on the income or
profits of any person from the underlying property. However, rent will not fail to qualify as “rents from real
| property”ifit is based on afixed percentage (or designated vary ing p ercentages) of grass receipts or sales, including
amounts above a base amount so long as the base amount is fixed at the time the lease is entered into, thep rovisions
are in accordance with normal business practice and the arrangement is not an indirect method for basing rent on
income orprofits. In addition, the Debtors anticip ate that, with resp ect to REIT Co’s leasin g activities, REITCo will
not (a) charge rent for any property that is based in whole or in part on the income or profits of any person (except
by reason of being based on a percentage of receipts or sales, as described above) (b) charge rent that will be
attributable to personal property in an amount greater than 15% of the total rent received under the app licable lease,
or () enter into any lease with a related party tenant.**

Rental income will not qualify if REITCo furnishes or renders services to tenants or manages or op erates
the underly ingprop erty, other than through a p ermissible “indep endent contractor” from whom REITCo derives no
revenue, or through a TRS. This requirement, however, does not gply to the extent that the services, management
or operations provided by REITCo are “usually or customarily rendered” in connection with the rental of sp ace, and
are not otherwise considered “rendered to the occupant.” If the total amount of REITCo’s “imp ermissible tenant
service income” from non-customary services exceeds 1% of REITCo’s total income from a prop erty, then all of the
income from that p rop erty will fail to qualify as rents from real property. If the total amount of imp ermissible tenant
service income from a property does not exceed 1% of REITCo’s total income from the property, the services will
not “taint” the other income from the property (that is, it will not cause the rent paid to REITCo by tenants of that
property to fail to qualify as rents from real property), but impermissible tenant service income will not qualify as
rents from real property.

All interest income qualifies under the 95% Gross Income Test, and interest on loans secured by real
property qualifies under the 75% Gross Income Test, provided in both cases, that the interest does not depend, in
whole or in part, on the income or profits of any person (other than amounts based on a fixed p ercentage of receipts
or sales). If aloan is secured by both real property and other property, all the interest on it will nevertheless qualify
under the 75% Gross Income Test if the amount of the loan does not exceed the fair market value of the real
property at thetime REIT Co commits to makeor acquire the loan.

11 Certain additional restrictions ap p ly with resp ect to amounts received from a TRS.
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In order for the rent p aid pursuant to leases (if any) to constitute “rents from real prop erty,” the leases must
be respected as true leases for federal income tax purposes. Accordingly, the leases cannot be treated as service
contracts, joint ventures or some other type of arrangement. The determination of whether the leases are true leases
for federal income tax p urposes depends upon an analy sis of all the surrounding facts and circumstances. In making
such a determination, courts have considered a variety of factors, including thefollowing:

i theintent of theparties;
ii. theform of the agreement;

iii. the degree of control over the property that is retained by the property owner (e.g., whether
the lessee has substantial control over the operation of the property or whether the lessee was
required simply to useits best efforts to performits obligations under the agreement); and

iv.  the exdent to which the property owner retains the risk of loss with respect to the propety
(e.g., whether the lessee bears the risk of increases in operating expenses or the risk of
damage to the property) or thep otential for economic gain (e.g., app reciation) with respect to
theproperty.

In addition, section 7701(e) of the IRC provides that a contract that purports to be a service contract or a
partnership agreement is treated instead as a lease of property if the contract is properly treated as such, taking into
account all relevant factors. Since the determination of whether a service contract should be treated as a lease is
inherently factual, the presence or absence ofany single factor may not bedisp ositive in every case.

As noted above, REITCo (through ene-of-its—subsidiaries—{e.g-—the-operatingpartnership))PropCo) will
enter into a lease agreement with newly-created OpCo. Pursuant to that lease, OpCo would operate

| REMCo’sPropCo’s assets (other than assets necessary to satisfy the “active trade or business” requirement of

section 355 of the IRC with respect to the TCEH Spin-Off). Such a lease would be structured with the intent to
qualify as a truelease for federal income tax purposes. Forexamp le:

i. the lessee will have the right to exclusive possession and use and quiet enjoyment of the
properties covered by thelease duringtheterm of the lease;

ii. the lessee will bear the cost of, and will be responsible for, day -to-day maintenance and rep air
of the properties, and will generally control how the properties will be operated and
maintained,;

iii. the lessee will bear all of the costs and expenses of op erating the properties, including the cost
of any inventory used in the lessees” op eration, during the term of the lease, with some limited
exceptions;

iv.  thelessee will benefit from any savings and will bear the burdens of any increases in the costs
of operatingthe properties duringthe term ofthe lease;

v.  the lessee will be at economic risk due to damage to the properties because income from
operations may be lost, subject to eertainrsp ecified terminations rights (and the potential ability
to recover from insurance proceeds, with such insurance policies to be proaured by the
lessee);

vi.  thelessee will have certain-indemnification obligations to REI-CoPropCo;

vii.  thelessee will be obligated to pay, at aminimum, substantial base rent for theperiod of use of
thepropertiesunder the lease;

viii. the lessee will stand to inaur substantial losses or regp substantial gains depending on how
successfully the properties are op erated;
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ix each lease entered into by REH-CePropCo, at the time entered into (or at any time that any
such lease is subsequently renewed or extended) will enable the lessees to derive a
meaningful profit, after expenses and taking into account the risks associated with the lease,
fromthe operation ofthe properties duringtheterm of the leases; and

X upon termination of each lease, the goplicable property will be expected to have a substantial
remaining useful life and substantial remaining fair market value.

The analysis of whether a lease is atrue lease for U.S. federal income tax p urposes is inherently factual. If
the lease agreements were characterized as services contracts or partnership agreements, rather than as true leases, or
disregarded altogether for tax p urposes, part or all of the pay ments that REITCo and its subsidiaries receive may not
be considered rent or may not otherwise satisfy the various requirements for qualification as “rents from real
property.” In that case, REITCo would not be able to satisfy the Gross Income Tests and, as a result, would lose its
qualification for tavation as a.

REIT %unl%smmmmw

As indicated above, “rents from real property” must not be based in whole or in part on the income or
profits of any person. The lease agreements entered into between OpCo and REITCo or REITCo’s subsidiaries may
provide for p eriodic payments of a sp ecified base rent plus, to the extent that it exceeds the base rent, additional rent
which is calculated based upon gross sales, plus certaingpecified other amounts. Pay ments made pursuant to these
leases should qualify as “rents from real prop erty ” since they are generally based on either fixed dollar amounts or
on specified percentages of gross sales fixed at the time the leases were entered into. The foregoing assumes that the
leases have not been and will not be renegotiated during their term in a manner that has the effect of basing either
the percentage rent or base rent on income or profits. The foregoing also assumes that the leases are not in reality
used as a means of basing rent on income or profits. More generally, the rent payable under the leases will not
qualify as “rents from real property” if, considering the leases and all the surrounding circumstances, the
arran gement does not conform with normal business practice. TheDebtors intend that REITCo would-likelwill not
renegotiate the percentages used to determine the percentage rent duringthe terms of the leases in amanner that has
had orwill have the effect of basing rent on income or profits. In addition, the Debtors intend that rental p rovisions
and other terms of the leases wouldlikelywill conform with normal business practice and generaby—arewill not
intended—to be used as a means of basing rent on income or profits. Furthermore, with respect to properties that
REITCo acquireds in the future, the Debtors anticip ate that no rent for any property will be charged that is based in

whole or in part on the income or profits of any person, except by reason of being based on a fixed percentage of
gross revenues, as described above.

(b) The 95% Gross Income Test.

In addition to deriving 75% of its gross income from the sources listed above, at least 95% of REITCo’s
gross income (excluding gross income from prohibited transactions and certain hedging transactions and cancelation
of indebtedness income) for the taxable y ear must be derived from (i) sources which satisfy the 75% Gross Income
Test, (i) dividends, (iii) interest, or (iv) gain from the sale or disposition of stock or other securities that are not
assets held primarily for sale to customers in the ordinary course of etREITCo’s trade or business (the “95% Gross
Income Test”). The Debtors intend that REITCo will invest funds not otherwise invested in properties in cash
sources orother liquid investments which willallow REIT Co to satisfy the 95% Gross Income T est.

REITCo’s share of income from the properties will primarily give rise to rental income and gains on sales
of the properties, substantially all of which will generally qualify under the 75% Gross Income and 95% Gross
Income Tests. REITCo’s anticipated operations indicate that it is likely that it will have little or no non-qualifying
income. As described above, REIT Co may establish one or more TRSs. T he gross income generated by these TRSs
would not be included in REITCo’s gross income. Any dividends from TRSs to REITCo would be included in

REIT Co’s gross income and gugaltisfy forthe95% Gross Income Test.
78. REIT Distribution Re quirements.
a. E&P Purging Dividend.

The IRC provides that any “earnings and profits” (as defined in the IRC) (“E&P”) attributable to a non-
REIT year must be distributed by the end of the first year that an entity elects to be treatxed as a REIT (the “E&P
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Purging Dividend”). The EFH Group is expected to have consolidated E&P of more than $25 billion after
accounting for historic operations and E&P arising from the transactions contemplated by the Plan (including
cancelation of indebtedness income). The consolidated E&P must be allocated between EFH Comp. and
Reorganized TCEH as part of the TCEH Spin-Off. However, the amount of E&P that will be allocated to EFH
Corp. (and, therefore, subject to the E&P Purging Dividend requirement) is uncertain. The Debtors’ Private Letter
Ruling request seeks a ruling on theallocation of E&P between EFH Corp. and Reorganized TCEH.'*

It is common in REIT conversions to pay E&P Purging Dividends partially in the form of a taxable stock
dividend. The Debtors anticipate that Holders of REITCo Interests would be entitled to elect to receive up to 20%
of the E&P Purging Dividend in cash. Regardless of any Holder’s election and the amount of cash that is included
in the E&P Purging Dividend, the full E&P Purging Dividend would be taxable to Holders of REITCo Interests. As
of the date hereof, the Debtors have not determined whether the E&P Purging Dividend will be paid on the Effective
Date or later during REITCo’s first taxable y ear as a REIT. In general, the E&P Purgin g Dividend, unlike dividends
of REIT taxable income, should qualify as “qualified dividends” under the IRC and, therefore, be subject to more
comparatively morefavorable tax rates.

b. Annual Distribution Re quirements.

REITCo will be required to distribute dividends (other than capital gain dividends) to Holders of REITCo
Interests each year in an amount at least equal to the excess of: (i) the sum of: (A) 90% of REITCo’s REIT taxable
income (determined without regard to the deduction for dividends paid and by excluding any net cgital gain); and
(B) 90% of the net income (after tax) from foreclosure property ; over (ii) the sum of some types of items of non-
cash income. Whether sufficient amounts have been distributed is based on amounts paid in the taxable year to
which they relate, or in the following taxable year if REITCo: (1) declares a dividend before the due date of
REITCo’s tax return (including extensions); (2) distributes the dividend within the 12-month period following the
close of the taxable year (and not later than the date of the first regular dividend payment made after such
declaration); and (3) files an election with REITCo’s tax return. Additionally, dividends that REITCo declares in
October, November or December in a given year pay able to stodkholders of record in any such month will be treated
as having been paid on December 31 of that year so long as the dividends are actually paid during January of the
followingy ear.

In order for REITCo’s distributions to be counted as satisfy ing the annual distribution requirements for
REITs, and to provide REITCo with a REIT -level tax deduction for dividends paid, the distributions must not be
“preferential dividends.” A dividend is not a preferential dividend if the distribution is (1)pro rata among all
outstanding shares of stock within a particular class, and (2) in accordance with the preferences among different
classes ofstock as set forth in REITCo’s organizational documents.

If REITCo fails to meet the annual distribution requirements as a result of an adjustment to REITCo’s U.S.

federal income tax return by the IRS, or under certain other circumstances, REITCo may be permitted to cure the
failure by payinga “deficiency dividend” (p lus p enalties and interest to the IRS) within a sp ecified p eriod.

In the event REITCo does not have sufficient cash in a particular year (or elects to retain such cash) to
satisfy REITCo’s annual distribution requirements, REITCo may elect to borrow cash to fund such distributions.
Alternatively, REITCo may elect to utilize taxable stock dividends (or consent dividends, in the event sufficient
consent can be obtained) to satisfy its annual distribution requirements. If taxable stock dividends or consent
dividends are utilized, regardless of the amount of cash that is included in such dividend, the full amount of such
dividend willbe taxable to Holdersof REIT Costock.

12 As atechnical matter, the requested rulingapp lies to E&P that exists at the moment the TCEH Spin-Off occurs.
Additional E&P may be generated pursuant to the transactions contemplated under the Plan that will not be

subject to allocation between EFH Corp. and Reorganized TCEH and, instead, will be allocated in full to EFH
Corp.
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8.9, Failure to Qualify.

If REIT Co fails to qualify for taxation as a REIT in any taxable year, REITCo may be eligible for relief
provisions if the failures are due to reasonable cause and not willful neglect and if a penalty taxis paid with resp ect
to each failure to satisfy the applicable requirements. If the gpplicable relief provisions are not available or cannot
be met, REITCo will not be able to deduct REITCo’s dividends and will be subject to U.S. federal income tax
(including any applicable alternative minimum tax) on REIT Co’s taxable income at regular corporate rates, thereby
reducing cash available for distributions and potentially having other materially adverse effects on REITCo’s
finances. In such event, to the extent of current and accumulated earnings and profits, all distributions to
stodkholders will be taxable as ordinary dividends, and subject to limitations in the IRC, corporate distributees may
be eligible for the dividends-received deduction. Unless entitled to relief under specific statutory provisions,
REITCo also would be disqualified from reelectingtaxation as a REIT for the four taxable y ears following the y ear
duringwhich qualification was lost.

In the event that REITCo faileds to satisfy one or more requirements for qualification_for taxation as a
REIT, other than the Gross Income Tests and the Asset Tests, each of which is subject to the cure provisions
described above, REITCo will retain its REIT qualification if (a) the violation is due to reasonable cause and not
willful neglect and (b) REIT Copaysapenalty of $50,000 for each failure to satisfy the provisionreguirement.

9.10. __Prohibited Transactions.

REITCo will be subject to a 100% U.S. federal income tax on any net income derived from “prohbited
transactions” related to sales or exchan ges of property held for sale to customers in the ordinary course of REITCo’s

business which is not foreclosure property. The Debtors do not intend that REIT Co would engage in prohibited
transactions.

10.11. _Tax on Built-In Gain.

If REIT Co (directly or indirectly through PropCo) disposes of any assets with “built-in gain” at the time
REITCo becomes a REIT (or acquires certain-assets in tax-deferred transactions), REITCo may be subject to a built-
in gain tax if such assets are disposed of during the ten-y ear period following the acquisition of the assets from the
respective C corporation (i.e., duringthe ten-year period following ownership of such assets by a REIT) pursuant to
the Plan or otherwise. Any tax on the recognized built-in gain will reduce REIT taxable income. REITCo may
choose to forego otherwise attractive opportunities to sell assets in a taxable transaction during the ten-year built-in
gain recognition period in order to avoid this built-in gain tax However, there can be no assurance that such a
taxable transaction will not occur. The amount of any such built-in gain tax could be material and the resulting tax
liability could have a negative effect on REITCo’s cash flow and limit REITCo’s ability to pay distributions

required to maintain eurstatusits qualification for taxation as a REIT (or cause REITCo to pay such distributions
partially in kind, as discussed above).

11.12. Taxation of U.S.Holders of REITCo S tock.!!3

As long as REITCo qualifies as a REIT, distributions paid to U.S. Holders of REITCo stodk out of current
or accumulated earnings and p rofits (and not designated as capital gain dividends) will generally be ordinary income
and generally will not be “qualified dividends” in the case of non-corporate U.S. Holders of REITCo stodk and will
not be eligible for the dividends received deduction in the case of comporate U.S. Holders of REITCo stock.
Distributions in excess of current and accumulated earnings and profits are treated first as a tax-deferred return of
capital to the stockholder, reducing the stockholder’s tax basis in his or her common stock by the amount of such
distribution, and then as cap ital gain.

13 As discussed above, #—an—UQR-EMHu@tu%%s-uﬂhzed—pames may receive |nterests in the par‘mershp entlty
rather than common stock of REITCo. 3 hence
j The consequences to Holders of such partnershlp |nterests #—an—UQREH’—stnaGtwe—ls

utilized are not discussed in this su mmary .
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Because REIT Co’s E&P is reduced for depreciation and other non-cash items, it is possible that a portion
of each distribution will constitute a tax-deferred return of capital. Additionally, because distributions in excess of
earnings and profits reduce Helders’a Holder’s basis in REITCo stock, this will increase Helders’a Holder’s gain on
any subsequent sale of REITCo stock. Distributions that are designated as capital gain dividends will be taxed as
longterm capital gains to the extent they do not exceed ex#REITCo’s actual net capital gain for the taxable year,
without regard to the period for which the Holder that receives such distribution has held its stock. Corporate
Holders may be required to treat up to 20% of some types of capital gain dividends as ordinary income.
Addtionally, REITCo may also decide to retain, rather than distribute, REITCo’s net long-term capital gains and
pay any tax thereon. In such instances, Holders would include their proportionate shares of such gains in income,
receive a credit on their returns for their proportionate share of REITCo tax pay ments, and increase the tax basis of
their shares of stock by theafter-tax anount of such gain.

Dividend income is characterized as “portfolio” income under the p assive loss rules and cannot be offset by
a stockholder’s current or suspended passive losses. Although stockholders generally reco gnize taxable income in
theyear that a distribution is received, any distribution REITCo declares in October, November or December of any
year that is payale to a Holder of record on a specific date in any such month will be treated as both paid by
REITCo and received by the Holder on December 31 of the year it was declared if paid by REITCo during January
of thefollowing calendar year.

Because REITCo is not apass-through entity for U.S. federal income tax purposes, Holders may not use
REITCo’s operating or capital losses to reduce their tax liabilities. As discussed above, in certain circumstances,
REITCo may have the ability to declare a large portion of adividend in REITCo stock. Moreover, the E&P Purging
Dividend will likely be goproximately 20% cash, 80% stock. In such a case, a Holder would be taxed on 100% of
the dividend in the same manner as a cash dividend, even though most of the dividend was paid in shares of REITCo
stock. In general, the sale of REIT Co stodk held for more than 12 months will produce long-term capital gain or
loss. All other sales will produce short-term gain or loss. In each case, the gain or loss is equal to the difference
between the amount of cash and fair market value of any property received from the sale and the stockholder’s basis
in the common stock sold. However, any loss from a sale or exchange of common stock by a Holder who has held
such stock for six months or less generally will be treated as a long-term capital loss, to the extent that the Holder
treated REIT Co distributions as long-term capital gains. REITCo will report to U.S. Holders and to the IRS the
amount of dividends paid during each calendar year, and the amount (if any) of U.S. federal income tax REIT Co
withholds.

E. Withholding and Reporting.

The Debtors will withhold all amounts required by law to be withheld from payments made pursuant to the
Plan. The Debtorswill comply with all applicable reporting requirements of the IRC. In general, information reporting
requirements may goply to distributions or payments made to a Holder of a Claim. Additionally, backup withholding,
currently at arate of 28%, generally will apply to such payments unless such U.S. Holder provides aproperly executed
IRS Form W-9 or otherwise establishes an exemption. Any amounts withheld under the backup withholding rules will
be allowed as a credit against such U.S. Holder’s federal income tax liability and may entitle such U.S. Holder to a
refund fromthe IRS, provided thattherequired information is timely providedto the IRS.

In addition, from an information reporting perspedive, U.S. Treasury Regulations generally require disclosure
by ataypayer on itsU.S. federal income tax retum of certain typ es of transactions in which the taxp ay er participated,
including, among other types oftransactions, certain transactions that result in the taxpay er’s claiming a loss in excess
of specified thresholds. U.S. Holders are urged to consult their tax advisors regarding these regulations and whether the

transactions contemplated by the Plan would be subject to these regulations and require disclosure on the Holders’ tax
returns.

THE US. FEDERAL INCOME TAX CONS EQUENCES OF THE PLAN ARE COMPLEX. THE
FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTS OF US. FEDERAL INCOME TAXATION
THAT MAY BE RELEVANT TO A PARTICULAR HOIDER IN LIGHT OF SUCH HOLDERS
CIRCUMSTANCES AND INCOME TAX SITUATION. ALL HOLDERS OF CLAIMS AND INTERESTS
SHOULDARE URGED TO CONSULT WITH THEIR TAX ADVISORS AS TO THE PARTICULAR TAX
CONSEQUENCES TO THEM OF THE TRANSACTIONS CONTEMPLATED BY THE PLAN,
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INCLUDING THE APPLICABILITY AND EFFECT OF ANY STATE, LOCAL, ORNON-US. TAX LAWS,
AND OF ANY CHANGE IN APPLICABLE TAXLAWS.
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XL Recommendation of the Debtors

In the op inion of the Debtors, the Plan is preferable to the alternatives described in this Disclosure Statement
because it provides for a larger distribution to the Debtors’ creditors and other p arties in interest than would otherwise
result in a liquidation under chapter 7 of the Bankruptcy Code. In addition, any alternative other than Confirmaion
could result in extensive delays and increased administrative expenses resulting in smaller distributions to Holders of
Allowed Claims and Allowed Interests than proposed under the Plan. Accordingly, the Debtors recommend that

Holders of Claims and Interests entitled to vote to accept or reject the Plan support Confirmation and vote to accept the
Plan.
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Dated: [DATE]Auqust 10,2015

KE 3687241536947206

Respectfully submitted,

ENERGY FUTURE HOLDINGS CORP.
TEXASCOMPETITIVE ELECTRIC HOLDINGS
COMPANYLLC

4CHANGEENERGY COMPANY
4CHANGEENERGY HOLDINGSLLC

BIG BROWN3POWER COMPANY LLC

BIG BROWNLIGNITE COMPANY LLC

BIG BROWNPOWERCOMPANY LLC
BRIGHTENENERGY LLC
BRIGHTENHOLDINGSLLC

COLLINPOWER COMPANY LLC
DALLASPOWER&LIGHT COMPANY, INC.
DECORDOVA IIPOWER COMPANY LLC
DECORDOVA POWERCOMPANY LLC
EAGLE MOUNTAINPOWERCOMPANY LLC
EBASCOSERVICES OF CANADALIMITED
EECHOLDINGS, INC.

EECI, INC.

EFH AUSTRALIA (NO.2) HOLDINGS COMPANY
EFH CG HOLDINGS COMPANY LP

EFH CG MANAGEMENT COMPANY LLC

EFH CORPORATE SERVICES COMPANY
EFHFINANCE (NO.2) HOLDINGS COMPANY
EFIH FINANCE INC.

EFH FSHOLDINGS COMPANY

ENERGY FUTURE COMPETITIVE HOLDINGS
COMPANYLLC

ENERGY FUTURE INTERMEDIATE HOLDING
COMPANYLLC

EFH RENEWABLES COMPANY LLC
GENERATION DEVELOPMENT COMPANY LLC
GENERATIONMT COMPANY LLC
GENERATION SVC COMPANY

LAKE CREEK 3 POWER COMPANY LLC
LONE STAR ENERGY COMPANY, INC.

LONE STAR PIPELINE COMPANY, INC.

LSGT GASCOMPANY LLC

LSGT SACROC, INC.

LUM INANT BIGBROWN MINING COMPANY LLC
LUMINANT ENERGY COMPANY LLC

LUM INANT ENERGY TRADING CALIFORNIA
COMPANY

LUM INANT ET SERVICES COMPANY

LUM INANT GENERATION COMPANY LLC
LUMINANT HOLDING COMPANY LLC

LUM INANT MINERAL DEVELOPMENT COMPANY
LLC

LUMINANT MINING COMPANY LLC

LUM INANT RENEWABLES COMPANY LLC
MARTINLAKE 4 POWERCOMPANY LLC
MONTICELLO4 POWER COMPANY LLC
MORGAN CREEK7 POWERCOMPANY LLC
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Prepared by :

KIRKLAND & EELLISLLP
601 Lexington Avenue
New York,NY 10022
(212)446-4800 (telep hone)

--and--

300 NorthLaSalle
Chicago, IL 60654
(312)862-2000 (telep hone)

--and--

KE 3687241536947206

NCA DEVELOPMENT COMPANY LLC

NCA RESOURCES DEVELOPMENT COMPANY LLC
OAK GROVEM ANAGEMENT COMPANY LLC
OAK GROVEMINING COMPANY LLC

OAK GROVEPOWERCOMPANY LLC
SANDOWPOWER COMPANY LLC
SOUTHWESTERN ELECTRIC SERVICE COMPANY,
INC.

TCEH FINANCE, INC.
TEXASELECTRICSERVICECOMPANY, INC.
TEXASENERGY INDUSTRIES COMPANY, INC.
TEXASPOWER&LIGHT COMPANY, INC.
TEXASUTILITIESCOMPANY, INC.
TEXASUTILITIESELECTRICCOMPANY, INC.
TRADINGHOUSE 3 & 4 POWER COMPANY LLC
TRADINGHOUSE POWER COMPANY LLC

TXU ELECTRIC COMPANY, INC.

TXU ENERGY RECEIVABLESCOMPANY LLC
TXUENERGY RETAIL COMPANY LLC
TXUENERGY SOLUTIONS COMPANY LLC
TXU RECEIVABLES COMPANY

TXU RETAIL SERVICES COMPANY

TXU SEM COMPANY

VALLEY NG POWERCOMPANYLLC
VALLEYPOWERCOMPANY LLC

By: /s/Paul M. Kedlevic

Name: PaulM. Keglevic

Title: Executive Vice President, Chief Financial
Officer, and Co-Chief Restructuring Officer of
EFH Corp., EFIH,EFCH,and TCEH
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RICHARDSLAYTON & FINGER
920 NorthKingStreet

Wilmington, Delaware 19801
(302)651-7700 (telep hone)

Counselto the Debtors and Debtors in Possession

--and--

PROSKAUERROSELLP
ThreeFirst National Plaza

70 W. Madison Street, Suite 3800
Chicago, IL 60602
(312)962-3550 (telep hone)

Co-Counselto the Debtor Energy FutureHoldings Corp.
--and--

O’KELLY ERNST & BIELLI,LLC
901 North Market Street

Wilmington, Delaware 19801
(302) 778-4000 (telephone)

Co-Counselto the Debtor Energy Future Holdings Corp.
--and--

CRAVATH, SWAINEAND MOORE LLP
WorldwidePlaza

825 Eighth Avenue

New York, New York 10019
(212)474-1978 (telephone)

--and--

JENNER & BLOCKLLP

919 Third Avenue

New York, New York 10022

(212)891-1600 (telep hone)

Co-Counselto the Debtor Energy Future Intermediate HoldingCompany LLC
--and--

STEVENS&LEE,P.C.

1105 North Market Street, Suite 700

Wilmington, Delaware 19801

(302)425-3310(telep hone)

Co-Counsel to the Debtor Energy Future IntermediateHoldingCompany LLC
--and--

MUNGER, TOLLES& OLSONLLP
355 South Grand Avenue, 35thFloor
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Los Angeles, California 90071
(213)683-9100 (telep hone)

Co-Counselto the TCEH Debtors
__and__

MCELROY, DEUTSCH, MULVANEY
& CARPENTER, LLP

300 Delaware Avenue, Suite 770
Wilmington, Delaware 19801

(302) 300-4515 (telephone)

Co-Counselto the TCEH Debtors
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