As filed with the Securities and Exchange Commission on April 2, 2009
Registration No. 333-

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Oncor Electric Deliver

Delaware
(State or other jurisdiction
of incorporation)

Washington, D.C. 20549

Form S-1
REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

Com

(Exact name of registrant issuer as spe;tfied in its charter)

4911
(Primary Standard Industrial
Classification Code Number)

1601 Bryan Street
Dallas, Texas 75201-3411
(214) 486-2000

pany LLC

75-2967830
(LR.S. Employer
Identification Number)

(Address, including zip code, and telephone number; including area code, of registrant’s principal executive offices)

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Approximate date of commencement of proposed sale to the public:

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of 1933, check the following box.

James P. O’Brien
1601 Bryan Street
Dallas, Texas 75201-3411
(214) 486-2000
(214) 486-2067 (facsimile)

Copies of communications to:
W. Crews Lott
Baker & McKenzie LLP
2300 Trammell Crow Center
2001 Ross Avenue
Dallas, Texas 75201
(214) 978-3000
(214) 978-3099 (facsimile)

As soon as practicable after this Registration Statement is declared effective.

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and list the Securities Act registration

statement number of the earlier effective registration statement

for the same offering. [

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act registration statement number of
the earlier effective registration statement for the same offering. O

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act registration statement number of
the earlier effective registration statement for the same offering. [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions of “large

e,

accelerated filer,

Large accelerated filer [

accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Accelerated filer [J

Non-accelerated filer
(Do not check if a smaller reporting

CALCULATION OF REGISTRATION FEE

company)

Smaller reporting company []

Proposed Proposed

Maximum Maximum Amount of

Title of Each Class of Amount to be Offering Aggregate Registration
Securities to be Registered Registered Price Per Note Offering Price Fee
6.375% Senior Secured Notes due 2012 . . . . ... ... ... | (@)) (1) (€)) (1)
5.950% Senior Secured Notes due 2013 . . . ... ... ... .| (D (1) (D (1)
6.375% Senior Secured Notes due 2015 . . . .. ... .. ... ] (D (1) €)) (1)
6.800% Senior Secured Notes due 2018 . . . . .. ... ... .| (1) [€))] (1) [€))]
7.000% Debentures due 2022 . . . . ... .. ... (1) [¢)) (1) [¢))
7.000% Senior Secured Notes due 2032 . . . ... ....... | (1) (D) (1) (D)
7.250% Senior Secured Notes due 2033 . . . . ... ... ... | (1) (D (1) (D)
7.500% Senior Secured Notes due 2038 . . . ... ....... | (1) [€))] (1) (D)

(1) An indeterminate amount of securities are being registered hereby to be offered solely for market-making purposes by specified affiliates of the registrant. Pursuant to Rule 457(q) of
the Securities Act of 1933, as amended (Securities Act), no filing fee is required with respect to such securities.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrant shall file a further
amendment which specifically states that this Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.




The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed with the Securities and Exchange Commission is

effective. This prospectus is not an offer to sell these securities, and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED APRIL 2, 2009
PRELIMINARY PROSPECTUS

ONCOR ELECTRIC DELIVERY COMPANY LLC

$700,000,000 6.375% Senior Secured Notes due 2012
$650,000,000 5.950% Senior Secured Notes due 2013
$500,000,000 6.375% Senior Secured Notes due 2015
$550,000,000 6.800% Senior Secured Notes due 2018
$800,000,000 7.000% Debentures due 2022
$500,000,000 7.000% Senior Secured Notes due 2032
$350,000,000 7.250% Senior Secured Notes due 2033
$300,000,000 7.500% Senior Secured Notes due 2038

These securities accrue interest and mature as follows:

e Senior Secured Notes due 2012 (the 2012 notes) accrue interest at a rate of 6.375% per annum, payable on May 1 and
November 1 of each year, and mature on May 1, 2012;

 Senior Secured Notes due 2013 (the 2013 notes) accrue interest at a rate of 5.950% per annum, payable on March 1 and
September 1 of each year, and mature on September 1, 2013;

* Senior Secured Notes due 2015 (the 2015 notes) accrue interest at a rate of 6.375% per annum, payable on January 15
and July 15 of each year, and mature on January 15, 2015;

 Senior Secured Notes due 2018 (the 2018 notes) accrue interest at a rate of 6.800% per annum, payable on March 1 and
September 1 of each year, and mature on September 1, 2018;

¢ Debentures due 2022 (the debentures) accrue interest at a rate of 7.000% per annum, payable on March 1 and September
1 of each year, and mature on September 1, 2022;

 Senior Secured Notes due 2032 (the 2032 notes) accrue interest at a rate of 7.000% per annum, payable ,on May 1 and
November 1 of each year, and mature on May 1, 2032;

* Senior Secured Notes due 2033 (the 2033 notes) accrue interest at a rate of 7.250% per annum, payable on January 15
and July 15 of each year, and mature on January 15, 2033; and

 Senior Secured Notes due 2038 (the 2038 notes) accrue interest at a rate of 7.500% per annum, payable on March 1 and
September 1 of each year, and mature on September 1, 2038.

The 2012 notes and the 2032 notes were issued in exchange for the $700,000,000 6.375% Senior Secured Notes due 2012
and the $500,000,000 7.000% Senior Secured Notes due 2032 originally issued on May 6, 2002. The debentures were issued in
exchange for the $800,000,000 7.000% Debentures due 2022, originally issued on August 30, 2002. The 2015 notes were issued
in exchange for the $500,000,000 6.375% Senior Secured Notes due 2015, originally issued on December 20, 2002.
$349,690,000 principal amount of the 2033 notes were issued in exchange for an equal principal amount of 7.250% Senior
Secured Notes due 2033, originally issued on December 20, 2002, and $310,000 principal amount of the 2033 notes were not
exchanged. The 2013 notes, the 2018 notes and the 2038 notes were issued in exchange for the $650,000,000 5.950% Senior
Secured Notes due 2013, the $550,000,000 6.800% Senior Secured Notes due 2018 and the $300,000,000 7.500% Senior Secured
Notes due 2038 originally issued on September 8, 2008.

We collectively refer to the 2012 notes, the 2013 notes, the 2015 notes, the 2018 notes, the debentures, the 2032 notes, the
2033 notes and the 2038 notes in this prospectus as the “securities,” unless the context otherwise requires.

We may redeem any of the securities at any time prior to their maturity at the respective “make-whole” redemption prices
discussed in this prospectus under “Description of the Securities — May 2002 Indenture — Optional Redemption” and
“Description of the Securities — August 2002 Indenture — Optional Redemption,” plus accrued and unpaid interest to the
redemption date.

The securities will initially have the benefit of a lien on certain of our transmission and distribution assets, mortgaged under
a Deed of Trust (as amended, the Deed of Trust), dated as of May 15, 2008, from us to The Bank of New York Mellon (formerly
The Bank of New York), as collateral agent. The securities are our senior secured obligations and rank pari passu with our other
senior indebtedness that is secured by the lien of the Deed of Trust. The securities are senior in right of payment to all
subordinated indebtedness.

For a more detailed description of the securities, see “Description of the Securities” beginning on page 97.

See ““Risk Factors’ beginning on page 10 for a discussion of certain risks that you should
consider before investing in the securities.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of

the securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal
offense.

This prospectus has been prepared for and may be used by Goldman, Sachs & Co. (the Market Maker) and affiliates of the
Market Maker in connection with offers and sales of the securities related to market-making transactions in the securities in the
secondary market effected from time to time. The Market Maker and the affiliates of the Market Maker may act as principal or
agent in such transactions, including as agent for the counterparty when acting as principal or as agent for both counterparties,
and may receive compensation in the form of discounts and commissions, including from both counterparties, when it acts as
agent for both. Sales of securities pursuant to this prospectus will be made at prevailing market prices at the time of sale, at
prices related thereto or at negotiated prices. We will not receive any proceeds from such sales.

The date of this prospectus is , 2009.



You should rely only on the information contained in this prospectus. We have not, and the Market
Maker and its affiliates have not, authorized anyone to provide you with additional or different
information. The prospectus may be used only for the purposes for which it has been published, and no
person has been authorized to give any information not contained herein. If you receive any other
information, you should not rely on it. You should assume that the information contained in this
prospectus is accurate only as of the date on the front cover of this prospectus. Our business profile,
financial condition, results of operations or prospects may have changed since that date. You should not
rely on or assume the accuracy of any representation or warranty in any agreement that we have filed
as an exhibit to the registration statement of which this prospectus is a part or that we may otherwise
publicly file in the future because such representation or warranty may be subject to exceptions and
qualifications contained in separate disclosure schedules, may represent the parties’ risk allocation in
the particular transaction, may be qualified by materiality standards that differ from what may be
viewed as material for securities law purposes or may no longer continue to be true as of any given
date. No offer of these securities is being made in any jurisdiction where such offer is prohibited.
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PROSPECTUS SUMMARY

This summary highlights selected information appearing elsewhere in this prospectus. This summary is
not complete and does not contain all of the information that you should consider before investing in the
securities. You should carefully read the entire prospectus, including information set forth in the sections
entitled “Risk Factors,” “Selected Consolidated Financial Data of Oncor and Subsidiary,” and the other
financial data and related notes included elsewhere in this prospectus.

On October 10, 2007, Oncor was converted from a Texas corporation to a Delaware limited liability
company in connection with the Merger, as defined and further described in “Merger Involving EFH Corp.”
below. The financial information presented in this prospectus is presented for two periods: “Predecessor” and
“Successor”, which primarily relate to the periods preceding the Merger and the periods succeeding the
Merger, respectively.

Unless the context otherwise requires or as otherwise indicated, references in this prospectus to “Oncor,”
“we,” “our” and “us” refer to Oncor Electric Delivery Company LLC and its consolidated subsidiary.
References to “EFH Corp.” refer to Energy Future Holdings Corp., and/or its subsidiaries, depending on
context. For your convenience, we have provided a Glossary, beginning on page 132, of selected terms and

abbreviations.

Oncor Electric Delivery Company LLC

Oncor is a regulated electricity transmission and distribution company that provides the essential service
of delivering electricity safely, reliably and economically to end-use consumers through its distribution
systems, as well as providing transmission grid connections to merchant generation plants and interconnections
to other transmission grids in Texas. Oncor is neither a seller of electricity nor a purchaser of electricity for
resale. It provides transmission services to other electricity distribution companies, cooperatives and munici-
palities. It provides distribution services to retail electric providers (REPs) that sell power to retail customers
in the north-central, eastern and western parts of Texas. This territory has an estimated population in excess of
seven million, about one-third of the population of Texas, and comprises 92 counties and over 400
incorporated municipalities, including Dallas/Fort Worth and surrounding suburbs, as well as Waco, Wichita
Falls, Odessa, Midland, Tyler and Killeen.

Oncor operates the largest distribution and transmission system in Texas, delivering electricity to
approximately three million homes and businesses and operating more than 117,000 miles of transmission and
distribution lines in Texas. Most of Oncor’s power lines have been constructed over lands of others pursuant to
easements or along public highways, streets and rights-of-way as permitted by law. At December 31, 2008,
Oncor had approximately 3,600 full-time employees, including approximately 650 in a collective bargaining
unit.

Oncor is a direct subsidiary of Oncor Holdings, which is an indirect, wholly-owned subsidiary of EFH
Corp. (formerly TXU Corp.). As of March 9, 2009, Oncor Holdings owned 80.033% of Oncor’s outstanding
equity interests, Texas Transmission Investment LLC (Texas Transmission) owned 19.75% of Oncor’s equity
interests, and certain members of Oncor’s management and board of directors indirectly beneficially owned
0.217% of Oncor’s equity interests.

Transmission

Oncor’s electricity transmission business is responsible for the safe and reliable operations (including
construction and maintenance) of its transmission network and substations and the monitoring, controlling and
dispatching of high-voltage electricity over Oncor’s transmission facilities in coordination with the Electric
Reliability Council of Texas, the Independent System Operator and the regional reliability coordinator of the
various electricity systems within Texas (ERCOT). Oncor is a member of ERCOT, and the transmission
business actively supports the operations of ERCOT and market participants. The transmission business
participates with ERCOT and other member utilities to plan, design, construct and operate new transmission
lines, with regulatory approval, necessary to maintain reliability, interconnect to merchant power plants,
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increase bulk power transfer capability and minimize limitations and constraints on the ERCOT transmission
grid.

Transmission revenues are provided under tariffs approved by either the Public Utility Commission of
Texas (PUCT) or, to a small degree related to an interconnection to other markets, the Federal Energy
Regulatory Commission (FERC). Provisions of the 1999 legislation that restructured the electric utility
industry in Texas to provide for retail competition allow Oncor to update its transmission rates annually to
reflect changes in plant in service. These provisions encourage investment in the transmission system to help
ensure reliability and efficiency by allowing for timely recovery of and return on new transmission
investments.

Oncor’s transmission facilities include 5,043 circuit miles of 345-kV transmission lines, 9,862 circuit
miles of 138-and 69-kV transmission lines and 277 transmission stations. Sixty-three generation plants with a
generating capacity totaling 37,691 MW are directly connected to Oncor’s transmission system and
697 distribution substations are served from Oncor’s transmission system.

Distribution

Oncor’s electricity distribution business is responsible for the overall safe and efficient operation of
distribution facilities, including electricity delivery, power quality and system reliability. These responsibilities
consist of the ownership, management, construction, maintenance and operation of the distribution system
within Oncor’s certificated service area. Oncor’s distribution system receives electricity from the transmission
system through substations and distributes electricity to end-users and wholesale customers through approxi-
mately 3,080 distribution feeders.

Oncor’s distribution system includes over 3.1 million points of delivery. Over the past five years, the
number of Oncor’s distribution system points of delivery served, excluding lighting sites, has been growing an
average of approximately 1.5% per year, adding approximately 33,500 points of delivery in 2008. Oncor’s
distribution system consists of 56,266 miles of overhead primary conductors, 21,639 miles of overhead
secondary and street light conductors, 15,277 miles of underground primary conductors and 9,497 miles of
underground secondary and street light conductors. The majority of the distribution system operates at 25-kV
and 12.5-kV.

Customers

Oncor’s transmission customers consist of municipalities, electric cooperatives and other distribution
companies. Oncor’s distribution customers consist of more than 65 REPs (as of December 31, 2008) in
Oncor’s service area, including TCEH. Distribution revenues from TCEH represented 39% of Oncor’s total
revenues for 2008. Distribution revenues from two subsidiaries of Reliant Energy, Inc., each of which is a non-
affiliated REP, represented an aggregate of 16% of Oncor’s total revenues for 2008. No other customer
represented 10% or more of total operating revenues. The retail customers who purchase and consume
electricity delivered by Oncor are free to choose their electricity supplier from REPs who compete for their
business. At December 31, 2008, accounts receivable from Oncor’s affiliates totaled approximately $147 mil-
lion, of which approximately $135.3 million consisted of trade accounts receivable from TCEH and
approximately $11.3 million consisted of intercompany affiliate receivables, and accounts receivable from
Oncor’s non-affiliated customers totaled $224 million. The non-affiliated customer receivable amount is before
the allowance for uncollectible accounts of $7 million at December 31, 2008.

Regulation

Oncor’s transmission and distribution rates are regulated by the PUCT and certain cities and are subject to
cost-of-service regulation and annual earnings oversight.
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Merger Involving EFH Corp.

On February 25, 2007, EFH Corp. entered into an Agreement and Plan of Merger (Merger Agreement),
with Texas Holdings and Texas Energy Future Merger Sub Corp. (Merger Sub), providing for the merger of
EFH Corp. with Merger Sub (Merger). Texas Holdings and Merger Sub are entities directly and indirectly
owned by investment funds affiliated with Kohlberg Kravis Roberts & Co. L.P., TPG Capital, L.P. and GS
Capital Partners, an affiliate of Goldman, Sachs & Co. (collectively, the Sponsor Group).

The Merger closed on October 10, 2007. As a result of the Merger, EFH Corp. became a wholly-owned
subsidiary of Texas Holdings, which is controlled by the Sponsor Group, and substantially all of the
outstanding shares of common stock of EFH Corp. were converted into the right to receive $69.25 per share.
In connection with the Merger, Oncor was converted from a Texas corporation to a Delaware limited liability
company.

As part of the Merger, EFH Corp. and Oncor have implemented certain structural and operational “ring-
fencing” measures based on commitments made by Texas Holdings and Oncor to the PUCT. These measures
are intended to enhance the separateness between the Oncor Ring-Fenced Entities and the Texas Holdings
Group. These measures also serve to mitigate Oncor’s credit exposure to those entities and to reduce the risk
that the assets and liabilities of Oncor would be substantively consolidated with the assets and liabilities of
Texas Holdings or any of its other subsidiaries in the event of a bankruptcy of one or more of those entities.
The assets and liabilities of the Oncor Ring-Fenced Entities are separate and distinct from those of the Texas
Holdings Group, and none of the assets of the Texas Holdings Group will be available to satisfy the debts or
other obligations of the Oncor Ring-Fenced Entities. Moreover, the cash flows of the Oncor Ring-Fenced
Entities and their results of operations are separate from those of the Texas Holdings Group. The Oncor Ring-
Fenced Entities are also prohibited from providing credit support to, or receiving credit support from, the
Texas Holdings Group.

Minority Interest Sale

On November 5, 2008, Oncor issued and sold 19.75% of its outstanding equity interests to Texas
Transmission, an entity indirectly owned by a private investment group led by OMERS Administration
Corporation, acting through its infrastructure investment entity Borealis Infrastructure Management Inc., and
the Government of Singapore Investment Corporation, acting through its private equity and infrastructure arm
GIC Special Investments Pte Ltd. (Minority Issuance). In connection with Oncor’s execution of the agreement
to sell the Minority Issuance, S&P and Moody’s upgraded Oncor’s credit ratings for senior unsecured debt and
senior secured debt from BBB- to BBB+ and from Bal to Baa3, respectively.

The consideration paid by Texas Transmission for the equity interests issued and sold in the Minority
Issuance was $1.254 billion. At the closing of the Minority Issuance, Oncor also offered and sold
approximately 0.21% of its outstanding equity interests to Oncor Management Investment LLC (Investment
LLC), an entity owned by certain members of Oncor’s management team for a total of $13 million in cash
(the same price per unit paid by Texas Transmission). Effective January 2009, Oncor Holdings sold 55,000 of
its equity interests in Oncor for a total of $0.55 million in cash (the same price per unit paid by Texas
Transmission in the Minority Issuance) to Investment LLC, which in turn sold an equal number of equity
interests in Investment LLC to certain of Oncor’s non-employee directors at the same price per unit paid by
Investment LLC for the 55,000 equity interests in Oncor. Accordingly, after giving effect to the closing of the
Minority Issuance, the contemporaneous sale of 0.21% of Oncor’s equity interests to Investment LLC, and the
January 2009 sale of additional equity interests in Oncor by Oncor Holdings to Investment LLC, EFH Corp.
currently indirectly owns approximately 80.033% of Oncor, certain members of Oncor’s management and
board of directors currently indirectly own approximately 0.217% of Oncor and Texas Transmission owns
19.75% of Oncor.

The proceeds (net of closing costs) of $1.253 billion received by Oncor from Texas Transmission and
Investment LLC upon completion of the Minority Issuance and the contemporaneous sale of 0.21% of Oncor’s
equity interests to Investment LLC were distributed ultimately to EFH Corp. as the indirect parent company of
Oncor.




In connection with the closings of the Minority Issuance and the contemporaneous sale of 0.21% of
Oncor’s equity interests to Investment LLC, the sole member of Oncor Holdings entered into a Second
Amended and Restated Limited Liability Company Agreement of Oncor Holdings and the members of Oncor
entered into a Second Amended and Restated Limited Liability Company Agreement of Oncor. In addition,
Oncor and certain other parties, including Texas Transmission, entered into an investor rights agreement, a
registration rights agreement and an amended and restated tax sharing agreement. For a description of these
agreements, see “Certain Relationships and Related Party Transactions.”

Oncor is a limited liability company organized under the laws of the State of Delaware, formed in 2007
as the successor entity to Oncor Electric Delivery Company, formerly known as TXU Electric Delivery
Company, a corporation formed under the laws of the State of Texas in 2001. Our principal executive offices
are located at Energy Plaza, 1601 Bryan Street, Dallas, TX 75201-3411. The telephone number of our
principal executive offices is (214) 486-2000. Our Internet address is http://www.oncor.com. Information on
our website does not constitute part of this prospectus.




The Securities

The summary below describes the principal terms of the securities. Certain of the terms and conditions
described below are subject to important limitations and exceptions. The “Description of the Securities”
section of this prospectus contains more detailed descriptions of the terms and conditions of the securities.

Securities Offered . .. .............. $4,350,000,000 aggregate principal amount of securities consisting
of:

* $700,000,000 principal amount of 2012 notes;

* $650,000,000 principal amount of 2013 notes;

* $500,000,000 principal amount of 2015 notes;

* $550,000,000 principal amount of 2018 notes;

 $800,000,000 principal amount of debentures;

* $500,000,000 principal amount of 2032 notes;

* $350,000,000 principal amount of 2033 notes; and

* $300,000,000 principal amount of 2038 notes.
Maturity Dates .. ................. The securities will mature on the following dates:

* May 1, 2012, for the 2012 notes;

e September 1, 2013, for the 2013 notes;

e January 15, 2015, for the 2015 notes;

e September 1, 2018, for the 2018 notes;

e September 1, 2022, for the debentures;

* May 1, 2032, for the 2032 notes;

e January 15, 2033, for the 2033 notes; and

e September 1, 2038, for the 2038 notes.

Indentures. ...................... The 2012 notes, 2015 notes, 2032 notes and 2033 notes are issued
under the Indenture and Deed of Trust dated as of May 1, 2002, as
amended and supplemented (May 2002 Indenture), between us and
The Bank of New York Mellon (formerly the Bank of New York),
as trustee (Trustee).

The 2013 notes, 2018 notes, 2038 notes and the debentures are
issued under the Indenture dated as of August 1, 2002, as amended
and supplemented (August 2002 Indenture), between us and the
Trustee.

We refer to each of the May 2002 Indenture and the August 2002
Indenture in this prospectus as an “Indenture,” and together as the
“Indentures.”

Interest Rate . .................... The securities accrue interest at the following rates:
e 6.375%, for the 2012 notes;
¢ 5.950%, for the 2013 notes;
¢ 6.375%, for the 2015 notes;
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Interest Payment Dates . ............

Ranking .........

Collateral ........

Release of Collateral

Optional Redemption

6.800%, for the 2018 notes;

7.000%, for the debentures;

7.000%, for the 2032 notes;
e 7.250%, for the 2033 notes; and
e 7.500%, for the 2038 notes.

Interest is calculated on the basis of a 360-day year consisting of

twelve 30-day months, and with respect to any period less than a

full month, on the basis of the actual number of days elapsed dur-
ing the period.

We pay interest in US dollars on the securities semi-annually for:
* the 2012 notes on May 1 and November 1 of each year;

* the 2013 notes on March 1 and September 1 of each year;

the 2015 notes on January 15 and July 15 of each year;

the 2018 notes on March 1 and September 1 of each year;

* the debentures on March 1 and September 1 of each year;

the 2032 notes on May 1 and November 1 of each year;
¢ the 2033 notes on January 15 and July 15 of each year; and
* the 2038 notes on March 1 and September 1 of each year.

The securities are senior secured obligations of Oncor and will rank
pari passu with our other senior indebtedness that is secured by the
Collateral (as defined below). The securities are senior in right of
payment to all subordinated indebtedness. At December 31, 2008,
we had approximately $4.687 billion aggregate principal amount of
senior secured debt outstanding (which does not include $879 mil-
lion of transition bonds issued by our bankruptcy-remote financing
subsidiary, which are not secured by the Collateral).

Our obligations under the securities are initially secured by a lien
on certain of our transmission and distribution assets, mortgaged
under our Deed of Trust, as described in the Deed of Trust (Collat-
eral). See “Description of the Securities — Deed of Trust.”

The lien of the Deed of Trust may be released if we fully pay all
amounts under our revolving credit facility and terminate the com-
mitment thereunder. In addition, the lien of the Deed of Trust may
be released as more fully described under “Description of the
Securities — Deed of Trust — Release of Collateral.” Upon release
of the lien, the securities will cease to be secured obligations of
ours and will become senior unsecured general obligations of
Oncor and will rank pari passu with all of our other unsubordi-
nated unsecured indebtedness.

We may at our option redeem all or part of the securities at the
respective “make-whole” redemption prices discussed in this pro-
spectus under “Description of the Securities — May 2002 Inden-
ture — Optional Redemption” and “Description of the Securities —
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Limitation of Secured Debt . .........

Risk Factors . ....................

No Prior Market . .................

Ratings

August 2002 Indenture — Optional Redemption,” plus accrued and
unpaid interest to the redemption date.

If any of the securities are outstanding under the Indentures, we
will not issue, incur or assume any debt secured by a lien upon any
of our property (other than Excepted Property, as defined in the
Indentures), except for certain permitted secured debt, unless the
securities are also secured by that lien, without the consent of the
holders of a majority in principal amount of all outstanding securi-
ties issued under the Indentures, including the securities. See
“Description of the Securities — May 2002 Indenture — Limitation
on Secured Debt” and “Description of the Securities — August
2002 Indenture — Limitation on Secured Debt.”

You should consider carefully all of the information set forth in this
prospectus prior to investing in the securities. In particular, we urge
you to consider carefully the factors set forth under the heading
“Risk Factors.”

Certain of the securities have no established trading market. Oncor
does not intend to list any of the securities on any securities
exchange. Certain financial institutions have informed Oncor that
they intend to make a market in the securities. However, these
financial institutions may cease their market-making efforts at any
time. If no active trading market develops, you may not be able to
resell the securities at their fair market value or at all.

The securities are assigned credit ratings of Baa3 by Moody’s,
BBB+ by S&P and BBB by Fitch. A credit rating reflects only the
view of a rating agency, and it is not a recommendation to buy, sell
or hold the securities. Any credit rating can be revised upward or
downward or withdrawn at any time by a rating agency if such rat-
ing agency decides that circumstances warrant that change.




Summary Consolidated Financial Data of Oncor and Subsidiary

The following table sets forth our summary historical consolidated financial data as of and for the periods
indicated. The summary financial data as of December 31, 2008 and 2007 and for each of the three fiscal
years ended December 31, 2008, 2007 and 2006, including the Successor year ended December 31, 2008,
Successor period from October 11, 2007 through December 31, 2007, Predecessor period from January 1,
2007 through October 10, 2007 and the Predecessor year ended December 31, 2006, have been derived from
our audited historical consolidated financial statements and related notes included elsewhere in this prospectus.
The summary financial data as of December 31, 2006, 2005 and 2004 and for the years ended December 31,
2005 and 2004 have been derived from our historical consolidated financial statements that are not included in
this prospectus.

The summary consolidated financial data should be read in conjunction with “Selected Consolidated
Financial Data of Oncor and Subsidiary,” “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and our audited consolidated financial statements and related notes appearing elsewhere
in this prospectus.

Successor Predecessor
December 31, December 31,
2008 2007 2006 2005 2004
(Millions of dollars, except ratios)
Total assets—end of year. .. .................. $15,706  $15,434 $10,709  $9,911  $9,493
Property, plant & equipment — net — end of year . .. 8,606 8,069 7,608 7,067 6,609
Capitalization — end of year
Long-term debt, less amounts due currently . . . ... $ 5,101 $ 3,702 $ 3,811  $4,107  $4,199
Shareholder’s equity. . .. ... — — 2,975 2,935 2,687
Membership interests . . .. ................... 6,799 7,618 — — —
Total . ... ... $11,900 $11,320 $ 6,786 $7,042  $6,886
Capitalization ratios — end of year(a)
Long-term debt, less amounts due currently ... ... 42.9% 32.7% 562%  583%  61.0%
Shareholder’s equity. . .. ... — — 43.8 41.7 39.0
Membership interests . . . .................... 57.1 67.3 — — —
Total ... .. 100.0% 100.0% 100.0% 100.0% 100.0%

(a) The regulatory capitalization ratio (as determined by the PUCT) excludes transition bonds and the effect
on membership interests of applying purchase accounting, including amounts recorded as goodwill. At

December 31, 2008, the regulatory capitalization ratio was 58.2% debt and 41.8% equity.

Successor(d) Predecessor
Period from Period from
October 11, January 1,
2007 2007
D?ci;;:):;i e3dl, Deﬁlr,fé'frhn, oﬁ't‘(fﬁ?f l;o, Year Ended December 31,
2008 2007 2007 2006 2005 2004
(Millions of dollars, except ratios)
Operating revenues . ............... $2.580 $533 $1,967 $2.449  $2,394  $2,226
Net income (Ioss)(a) .. ............. $ (487) $ 64 $ 263 $ 344 $ 351 $ 273
Capital expenditures . .............. $ 882 $ 153 $ 555 $ 840 $ 733 $ 600
Ratio of earnings to fixed charges(b) . .. — 2.30 2.68 2.74 2.87 2.29
Embedded interest cost on long-term
debt — end of period(c) . .......... 6.7% 6.7% 6.6% 6.5% 6.5% 6.4%




(a) Amount in 2008 includes an $860 million goodwill impairment charge (see Note 3 to Financial State-
ments). Amount in 2004 includes an extraordinary gain of $16 million after-tax related to a regulatory
asset adjustment and a credit of $2 million after-tax representing a cumulative effect of change in account-
ing principle.

(b) Fixed charges exceeded earnings by $266 million for the year ended December 31, 2008.

(c) Represents the annual interest and amortization of any discounts, premiums, issuance costs and any
deferred gains/losses on reacquisitions divided by the carrying value of the debt plus or minus the unamor-
tized balance of any discounts, premiums, issuance costs and gains/losses on reacquisitions at the end of
the year and excludes advances from affiliates.

(d) In connection with the Merger, Oncor was converted from a Texas corporation to a Delaware limited lia-
bility company. The consolidated financial statements have been prepared on the same basis as the audited
financial statements included in Oncor’s Annual Report on Form 10-K for the year ended December 31,
2007 except for the presentation of income taxes (see Note 7 to Financial Statements). The consolidated
financial statements of the Successor reflect the application of purchase accounting.




RISK FACTORS

You should carefully consider the risk factors set forth below as well as the other information contained
in this prospectus before deciding to invest in the securities. Any of the following risks could materially and
adversely affect our business, financial condition, operating results or cash flow; however, the following risks
are not our only risks. Additional risks and uncertainties not currently known to us or those we currently view
to be immaterial also may materially and adversely affect our business, financial condition, results of
operations or cash flow. In such a case, the trading price of the securities could decline or we may not be
able to make payments of interest and principal on the securities, and you may lose all or part of your
original investment.

Risks Related to the Securities
The market price of the securities will fluctuate.

Any material differences between our actual results and the historical results contained in our annual,
quarterly and current reports filed with the SEC and included in this prospectus could have a significant
adverse impact on the market price of the securities, assuming a market for the securities with no established
trading market develops. In addition, any downgrade of our credit ratings could have a significant adverse
impact on the market price of the securities,.

The terms of the securities contain limited covenants and other protections.

The Indentures governing the securities contain covenants restricting our ability to take certain actions.
However, each of these covenants contains specified exceptions. In addition, these covenants do not protect
holders of the securities from all events that could have a negative effect on the creditworthiness of the
securities and the market price of the securities, assuming a market for the securities develops.

Your ability to transfer the 2013 notes, 2018 notes and 2038 notes may be limited by the absence of an
active trading market, and there is no assurance that any active trading market will develop or will
continue for such notes.

We do not intend to list the 2013 notes, 2018 notes and 2038 notes on any securities exchange. There is
currently no established market for the 2013 notes, 2018 notes and 2038 notes, and we cannot assure you as to
the liquidity of markets that may develop for such notes, your ability to sell such notes or the price at which
you would be able to sell such notes. If such markets were to exist, the 2013 notes, 2018 notes and 2038 notes
could trade at prices that may be lower than their principal amount or purchase price, depending on many
factors, including prevailing interest rates, the market for similar notes, our financial and operating
performance and other factors. Certain financial institutions have informed Oncor that they intend to make a
market in the 2013 notes, 2018 notes and 2038 notes. However, these financial institutions may cease their
market-making efforts at any time without notice. Therefore, an active market for these notes, if developed,
may not continue. We have agreed solely with the Market Maker to maintain a current market-making
prospectus with respect to the 2013 notes, 2018 notes and 2038 notes until September 8, 2018, the tenth
anniversary of the issue date of such notes. Unless a market-making prospectus is in effect, certain financial
institutions that may be considered to be our affiliates as a result of their ownership of an interest in EFH
Corp., including the Market Maker, may not be able to make a market in the securities. We cannot assure you
that a current market-making prospectus with respect to the 2013 notes, 2018 notes and 2038 notes will
continue to be in effect. We cannot assure you that an active market for the 2013 notes, 2018 notes and 2038
notes will develop or, if developed, that it will continue. If no active trading market develops or does not
continue, you may not be able to resell the 2013 notes, 2018 notes and 2038 notes at their fair market value or
at all.
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We are not required to maintain a current market-making prospectus with respect to the 2012 notes, the
2015 notes, the 2032 notes, the 2033 notes and the debentures, as a result your ability to transfer these
securities may be limited in the future.

Certain financial institutions, as a result of their ownership interest in EFH Corp., may be required to
deliver a “market-making prospectus” when effecting offers and sales of notes. The ability of these financial
institutions to make a market in the securities may, in part, be dependent on our ability to maintain a current
market-marking prospectus. We have no obligation to maintain a current market-making prospectus with
respect to the 2012 notes, the 2015 notes, the 2032 notes, the 2033 notes and the debentures. We do not intend
to list the 2012 notes, the 2015 notes, the 2032 notes, the 2033 notes and the debentures on any securities
exchange. As a result, we cannot assure you that a market-making prospectus with respect to these securities
will continue to be current and that the active market for the 2015 notes, the 2032 notes, the 2033 notes and
the debentures will remain in effect. If no active trading market exists you may not be able to resell these
securities at their fair market value or at all.

We will not be required to maintain a current market-making prospectus after September 8, 2018, and as
a result your ability to transfer the 2038 notes may be limited after that date.

The 2038 notes will mature on September 1, 2038. However, we will not be required to maintain a
current market-marking prospectus after September 8, 2018, the tenth anniversary of the issue date of such
notes. We cannot assure you that a current market-making prospectus with respect to the 2038 notes will exist
after September 8, 2018. Unless a market-making prospectus is in effect, certain financial institutions with an
ownership interest in EFH Corp., including the Market Maker, may not be able to make a market in the 2038
notes. As a result, we cannot assure you that an active market for the 2038 notes will develop or, if developed,
that it will continue after September 8, 2018. If no active trading market exists after September 8, 2018, you
may not be able to resell the 2038 notes at their fair market value or at all.

The Indentures and the Deed of Trust permit us to incur significant additional debt. Accordingly, the
Indentures will not afford the holders of the securities protection in the event of a highly-leveraged
transaction.

The securities and the Indentures under which the securities are issued do not place any limitation on the
amount of unsecured debt that may be incurred by us. The Indentures and the Deed of Trust also permit us to
incur a significant amount of additional secured debt, including debt secured equally and ratably by the
Collateral, subject to certain limitations, as described further under “Description of the Securities — May 2002
Indenture — Limitation on Secured Debt,” “Description of the Securities — August 2002 Indenture — Limita-
tion on Secured Debt” and “Description of the Securities — Deed of Trust — Securing Additional Obliga-
tions.” Our incurrence of additional debt may have important consequences for holders of the securities,
including making it more difficult for us to satisfy our obligations with respect to the securities, a loss in the
trading value of the securities, if any, and a risk that the credit rating of the securities is lowered or withdrawn.
The covenants contained in the Indentures and the Deed of Trust will not afford holders of notes protection in
the event of a highly-leveraged transaction involving Oncor.

The lien on the Collateral may be released and the securities could become our unsecured obligations.
The release of the lien could have an adverse effect on the value of the securities.

We may elect to repay all amounts outstanding under our revolving credit facility before the maturity
date of the securities. If we pay in full all amounts outstanding under the revolving credit facility, terminate
our commitment thereunder and there is no event of default under the Indentures, the lien granted under the
Deed of Trust may be released. In the event of a release of that lien, the securities would not be secured by
the Collateral and would become our unsecured obligations. It is possible that the release of the lien could
have an adverse effect on the market value of the securities.

11



It may be difficult to realize the value of the Collateral securing the securities.

Each of the assets and facilities that will be included in the Collateral is subject to the same kinds of
risks as are described under “Risk Factors — Risks Related to Oncor’s Businesses.” We cannot provide any
assurance that any of the necessary permits, certificates or other entitlements to operate those assets and
facilities would be transferable to the Trustee or any purchaser from the Trustee in the event of a foreclosure
upon that asset or facility. The Trustee’s ability to foreclose on the Collateral on behalf of the holders of the
securities may be subject to perfection, the consent of third parties and, with respect to those assets that are
subject to the jurisdiction of the PUCT and the FERC, the prior approval by the PUCT and the FERC. The
Trustee’s ability to foreclose may also be subject to priority issues and practical problems associated with the
realization of the Trustee’s security interest in the Collateral. We cannot assure holders of the securities that
the consents of any third parties and approvals by governmental entities will be given when required to
implement a foreclosure on such assets, especially if we are not in compliance with the underlying permits at
the time. Accordingly, the Trustee may not have the ability to foreclose upon those assets or assume or
transfer the right to operate those facilities, and a temporary shutdown of operations may result and the value
of the Collateral may significantly decrease. Even if the Trustee assumes the right to operate the assets and
facilities, there may also be practical problems associated with the Trustee’s ability to identify a qualified
operator to operate and maintain the assets and facilities. In addition, future regulatory developments or other
inabilities to obtain or comply with required permits may adversely affect the value of the Collateral.

No appraisals of any Collateral have been prepared in connection with this offering. The value of the
Collateral at any time will depend on market and other economic conditions, including the availability of
suitable buyers for the Collateral. By their nature some or all of the pledged assets may be illiquid and may
have no readily ascertainable market value. We cannot assure holders of the securities that the fair market
value of the Collateral as of the date of this prospectus exceeds the principal amount of the debt secured
thereby. The value of the assets pledged as Collateral for the securities could be impaired in the future as a
result of changing economic conditions, Oncor’s failure to implement its business strategy, competition and
other future trends.

Bankruptcy laws may limit your ability to realize value from the Collateral.

The right of the Trustee to repossess and dispose of the Collateral upon the occurrence of an event of
default under the Indentures is likely to be significantly impaired by applicable bankruptcy law if a bankruptcy
case were to be commenced by or against us prior to the Trustee having repossessed and disposed of, or
otherwise exercised remedies in respect of, the Collateral. Under the US bankruptcy code, a secured creditor is
prohibited from repossessing its security from a debtor in a bankruptcy case, or from disposing of security
repossessed from such debtor, without bankruptcy court approval. Moreover, the US bankruptcy code permits
the debtor to continue to retain and to use collateral even though the debtor is in default under the applicable
debt instrument, provided that the secured creditor is given “adequate protection.” The meaning of the term
“adequate protection” may vary according to circumstances, but it is intended in general to protect the value
of the secured creditor’s interest in the collateral and may include cash payments or the granting of additional
security, if and at such times as the court in its discretion determines that the value of the secured creditor’s
interest in the collateral is declining during the pendency of the bankruptcy case. In view of the lack of a
precise definition of the term ‘“adequate protection” and the broad discretionary powers of a bankruptcy court,
it is impossible to predict (1) how long payments under the securities could be delayed following the
commencement of a bankruptcy case, (2) whether or when the Trustee could repossess or dispose of the
Collateral and (3) whether or to what extent holders of the securities would be compensated for any delay in
payment or loss of value of the Collateral through the requirement of “adequate protection.”

In the event a bankruptcy court determines the value of the Collateral is not sufficient to repay all
amounts due on the securities and any other obligations secured by the Collateral then the holders of the
securities and such other obligations would hold secured claims to the extent of the value of the Collateral
securing such claims, and would hold unsecured claims with respect to any shortfall. Applicable federal
bankruptcy laws do not permit the payment and/or accrual of post-petition interest, costs and attorneys’ fees
during a debtor’s bankruptcy case unless the claims are oversecured or the debtor is solvent at the time of
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reorganization. In addition, if we were to become the subject of a bankruptcy case, the bankruptcy trustee or
debtor may seek to avoid certain pre-petition transfers made by us, including transfers held to be preferences
or fraudulent conveyances. While transfers to secured creditors are generally not preferential, transfers to
undersecured creditors may be subject to avoidance.

Any future pledges of Collateral may be avoidable.

Any further pledge of Collateral in favor of the Trustee may be avoidable by the pledgor (as
debtor-in-possession) or by its trustee in bankruptcy or other third parties if certain events or circumstances
exist or occur, such that the pledge or granting of the security interest is deemed a fraudulent conveyance or
preference.

The Trustee’s ability to exercise remedies with respect to Collateral is limited.

The Deed of Trust provides the Trustee on behalf of the holders of the securities with significant
remedies, including foreclosures and sale of all or parts of the Collateral. However, the rights of the Trustee to
exercise significant remedies (such as foreclosure) are, subject to certain exceptions, generally limited to a
payment default, bankruptcy of Oncor or the acceleration of the indebtedness.

Proceeds from any sale of the Collateral upon foreclosure may be insufficient to repay the securities in
Sull.

We cannot assure you that the net proceeds from a sale of the Collateral owned directly by us securing
the securities would be sufficient to repay all of the securities following a foreclosure upon the Collateral or a
liquidation of our assets.

The value of the Collateral and the amount to be received upon a sale of the Collateral will depend upon
many factors including, among others, the condition of the Collateral, the ability to sell the Collateral in an
orderly sale, the condition of the national and local economies, the availability of buyers and similar factors.
The book value of the Collateral should not be relied on as a measure of realizable value for these assets. By
their nature, portions of the Collateral may be illiquid and may have no readily ascertainable market value. In
addition, a significant portion of the Collateral includes assets that may only be usable, and thus retain value,
as part of our existing business operations. Accordingly, any sale of the Collateral separate from the sale of
our business operations may not be feasible or of significant value.

Additionally, applicable law requires that every aspect of any foreclosure or other disposition of Collateral
be “commercially reasonable.” If a court were to determine that any aspect of the Trustee’s exercise of
remedies was not commercially reasonable, the ability of the Trustee and the holders of the securities to
recover the difference between the amount realized through such exercise of remedies and the amount owed
on the securities may be adversely affected and, in the worst case, the holders of the securities could lose all
claims for such deficiency amount.

Risks Related to Oncor’s Businesses

Some important factors, in addition to others specifically addressed in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” that could have a material negative impact on
Oncor’s operations, financial results and financial condition, or could cause Oncor’s actual results or outcomes
to differ materially from any projected outcome contained in any forward-looking statement in this prospectus,
include:

Oncor’s businesses are subject to ongoing complex governmental regulations and legislation that have
impacted, and may in the future impact, its business and/or results of operations.

Oncor’s businesses operate in changing market environments influenced by various state and federal
legislative and regulatory initiatives regarding the restructuring of the energy industry. Oncor will need to
continually adapt to these changes.
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Oncor’s businesses are subject to changes in state and federal laws (including PURA, the Federal Power
Act, the Public Utility Regulatory Policies Act of 1978 and the Energy Policy Act of 2005), changing
governmental policy and regulatory actions (including those of the PUCT, the Electric Reliability Organization,
the Texas Regional Entity, the TCEQ, the FERC and the EPA) and the rules, guidelines and protocols of
ERCOT with respect to matters including, but not limited to, market structure and design, construction and
operation of transmission facilities, acquisition, disposal, depreciation and amortization of regulated assets and
facilities, recovery of costs and investments, return on invested capital and environmental matters. Changes in,
revisions to, or reinterpretations of existing laws and regulations may have an adverse effect on Oncor’s
businesses.

Although the 2007 Texas Legislative Session closed without passage of legislation that significantly
negatively impacted Oncor’s businesses, the legislature did adopt legislation that likely requires prior PUCT
approval for any future direct or indirect disposition of Oncor, and ensures that the PUCT will have authority
to enforce commitments made in a filing on or after May 1, 2007 under PURA Section 14.101 (such as the
filing made by Texas Holdings and Oncor on April 25, 2007). There can be no assurance that future action of
the Texas Legislature will not result in legislation that could have a material adverse effect on Oncor and its
financial prospects.

The litigation environment in which Oncor operates poses a significant risk to its businesses.

Oncor is involved in the ordinary course of business in a number of lawsuits involving employment,
commercial, environmental and injuries and damages issues, among other matters. Judges and juries in the
State of Texas have demonstrated a willingness to grant large verdicts, including punitive damages, to plaintiffs
in personal injury, property damage and business tort cases. Oncor uses legal and appropriate means to contest
litigation threatened or filed against it, but the litigation environment in the state of Texas poses a significant
business risk.

Oncor’s revenues are concentrated in a small number of customers, and any delay or default in payment
could adversely affect its cash flows, financial condition and results of operations.

Oncor’s revenues from the distribution of electricity are collected from more than 65 REPs, including
TXU Energy, that sell the electricity Oncor distributes to their customers. Adverse economic conditions,
structural problems in the market served by ERCOT or financial difficulties of one or more REPs could impair
the ability of these retail providers to pay for Oncor’s services or could cause them to delay such payments.
Oncor depends on these REPs to timely remit these revenues to Oncor. Oncor could experience delays or
defaults in payment from these REPs, which could adversely affect Oncor’s cash flows, financial condition
and results of operations.

Disruptions at power generation facilities owned by third parties could interrupt Oncor’s sales of trans-
mission and distribution services.

The electricity Oncor transmits and distributes to customers of REPs is obtained by the REPs from
electricity generation facilities. Oncor does not own or operate any generation facilities. If generation is
disrupted or if generation capacity is inadequate, Oncor’s sales of transmission and distribution services may
be diminished or interrupted, and its results of operations, financial condition and cash flows may be adversely
affected.

Oncor’s revenues and results of operations are seasonal.

A significant portion of Oncor’s revenues is derived from rates that Oncor collects from each REP based
on the amount of electricity Oncor distributes on behalf of such REP. Sales of electricity to residential and
commercial customers are influenced by temperature fluctuations. Thus, Oncor’s revenues and results of
operations are subject to seasonality, weather conditions and other changes in electricity usage, with revenues
being higher during the warmer months.
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The operation and maintenance of electricity delivery facilities involves significant risks that could
adversely affect Oncor’s results of operations and financial condition.

The operation and maintenance of delivery facilities involves many risks, including breakdown or failure
of facilities, lack of sufficient capital to maintain the facilities, impact of unusual or adverse weather
conditions or other natural events, as well as the risk of performance below expected levels of efficiency or
reliability, the occurrence of any of which could result in lost revenues and/or increased expenses that may not
be recoverable through rates. A significant number of Oncor’s facilities were constructed many years ago. In
particular, older transmission and distribution equipment, even if maintained in accordance with good
engineering practices, may require significant capital expenditures to keep operating at peak efficiency or
reliability. The risk of increased maintenance and capital expenditures arises from damage to facilities due to
storms, natural disasters, wars, terrorist acts and other catastrophic events. Further, Oncor’s ability to
successfully and timely complete capital improvements to existing facilities or other capital projects is
contingent upon many variables and subject to substantial risks. Should any such efforts be unsuccessful,
Oncor could be subject to additional costs that may not be recoverable through rates and/or the write-off of its
investment in the project or improvement.

Insurance, warranties or performance guarantees may not cover all or any of the lost revenues or
increased expenses. Likewise, Oncor’s ability to obtain insurance, and the cost of and coverage provided by
such insurance, could be affected by events outside Oncor’s control.

The rates of Oncor’s electric delivery business are subject to regulatory review, and may be reduced below
current levels, which could adversely impact Oncor’s financial condition and results of operations.

The rates charged by Oncor are regulated by the PUCT and certain cities and are subject to cost-of-
service regulation and annual earnings oversight. This regulatory treatment does not provide any assurance as
to achievement of earnings levels. Oncor’s rates are regulated based on an analysis of Oncor’s costs and capital
structure, as reviewed and approved in a regulatory proceeding. While rate regulation is premised on the full
recovery of prudently incurred costs and a reasonable rate of return on invested capital, there can be no
assurance that the PUCT will judge all of Oncor’s costs to have been prudently incurred, that the PUCT will
not reduce the amount of invested capital included in the capital structure that Oncor’s rates are based upon,
or that the regulatory process in which rates are determined will always result in rates that will produce full
recovery of Oncor’s costs, including regulatory assets reported in the balance sheet, and the return on invested
capital allowed by the PUCT.

In June 2008, Oncor filed a general case (Docket No. 35717) for rate review with the PUCT and
204 cities. If approved as requested, this review would result in an aggregate annual rate increase of
approximately $253 million. A hearing on the merits concluded in February 2009. Resolution of this proposed
increase is expected to occur in summer 2009. Upon such resolution, any resulting rate changes will
commence. Oncor cannot predict the outcome of this or any rate case or its effect on Oncor’s results of
operations or cash flows.

In addition, in connection with the Merger, Oncor has made several commitments to the PUCT regarding
its rates. For example, Oncor committed that it will, in rate cases after its 2008 general rate case through
proceedings initiated prior to December 31, 2012, support a cost of debt that will be based on the then-current
cost of debt of electric utilities with investment grade credit ratings equal to Oncor’s ratings as of October 1,
2007. As a result, Oncor may not be able to recover debt costs above its cost of debt prior to the Merger.

While Oncor believes its rates are just and reasonable, it cannot predict the results of any rate case. Any
adverse regulatory ruling, including reductions in rates, could have an adverse effect on Oncor’s business and
results of operations.
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Oncor’s capital deployment program may not be executed as planned, which could adversely impact its
financial condition and results of operations.

There can be no guarantee that the execution of Oncor’s capital deployment program for its electricity
delivery facilities will be successful and there can be no assurance that the capital investments Oncor intends
to make in connection with its electricity delivery business will produce the desired reductions in cost and
improvements to service and reliability. Furthermore, there can be no guarantee that Oncor’s capital
investments, including the investment of approximately $1.3 billion (based on ERCOT cost estimates for
CREZ construction projects) to construct CREZ-related transmission lines and facilities pursuant to the
construction assignment awarded to Oncor at a January 2009 PUCT open meeting, will ultimately be
recoverable through rates or, if recovered, that they will be recovered on a timely basis. With the award, it is
likely Oncor will incur additional debt. In addition, Oncor may incur additional debt in connection with other
investments in infrastructure or technology. For more information regarding the limitation on recovering the
value of investments using rates, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Key Risks and Challenges.”

Ongoing performance improvement initiatives may not achieve desired cost reductions and may instead
result in significant additional costs if unsuccessful. In addition, Oncor may incur significant transition
costs and/or experience significant operational disruptions in connection with the termination of its out-
sourcing arrangement with Capgemini.

The implementation of performance improvement initiatives identified by management may not produce
the desired reduction in costs and, if unsuccessful, may instead result in significant additional costs as well as
significant disruptions in Oncor’s operations due to employee displacements and the rapid pace of changes to
organizational structure and operating practices and processes. Such additional costs or operational disruptions
could have an adverse effect on Oncor’s business and financial prospects and may not be recoverable through
rates.

In addition, Oncor may incur significant transition costs or experience significant operational disruptions
in connection with the termination of its outsourcing arrangement with Capgemini as it transitions the business
support services back to Oncor or to other vendors. Such additional costs and/or operational difficulties could
have an adverse effect on Oncor’s business and financial prospects. Moreover, Oncor is subject to the risk that
any new outsourcing arrangements for such business support services may cost more.

Changes in technology may reduce the value of Oncor’s electricity delivery facilities and may significantly
impact Oncor’s businesses in other ways as well.

Research and development activities are ongoing to improve existing and alternative technologies to
produce electricity, including gas turbines, fuel cells, microturbines and photovoltaic (solar) cells. It is possible
that advances in these or other technologies will reduce the costs of electricity production from these
technologies to a level that will enable these technologies to compete effectively with traditional generation
plants. Also, electricity demand could be reduced by increased conservation efforts and advances in
technology, which could likewise significantly reduce the value of Oncor’s electricity delivery facilities.
Changes in technology could also alter the channels through which retail customers buy electricity. To the
extent self-generation facilities become a more cost-effective option for certain customers, Oncor’s revenues
could be reduced.

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

Oncor derives substantially all of its revenues from operations in the ERCOT market, which covers
approximately 75% of the geographical area in the state of Texas. As a result, regardless of the state of the
economy in areas outside the ERCOT market, economic weakness in the ERCOT market could lead to
reduced demand for electricity in the ERCOT market. Such a reduction could have a material negative impact
on Oncor’s results of operations and financial condition.
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Oncor’s credit ratings could negatively affect Oncor’s ability to access capital.

Downgrades in Oncor’s credit ratings generally cause borrowing costs to increase and the potential pool
of investors and funding sources to decrease. In connection with the Merger, Fitch, Moody’s and S&P
downgraded Oncor’s credit ratings. On November 5, 2008, Oncor sold a 19.75% minority stake to an investor
group to further enhance Oncor’s separation from the Texas Holdings Group. In connection with Oncor’s
execution of the agreement, S&P and Moody’s upgraded Oncor’s credit ratings for senior unsecured debt and
senior secured debt from BBB- to BBB+ and from Bal to Baa3, respectively. In the event any downgrade
occurs and causes Oncor’s borrowing costs to increase, Oncor may not be able to recover such increased costs
if they exceed Oncor’s approved cost of debt determined in its 2008 general rate case or subsequent rate cases.

Most of Oncor’s large customers, suppliers and counterparties require an expected level of creditworthi-
ness in order for them to enter into transactions. If Oncor’s credit ratings decline, the costs to operate Oncor’s
businesses would likely increase because counterparties could require the posting of collateral in the form of
cash-related instruments, or counterparties could decline to do business with Oncor.

The loss of the services of Oncor’s key management and personnel could adversely affect Oncor’s ability
to operate its businesses.

Oncor’s future success will depend on its ability to continue to attract and retain highly qualified
personnel. Oncor competes for such personnel with many other companies, in and outside Oncor’s industry,
government entities and other organizations. Oncor may not be successful in retaining its current personnel or
in hiring or retaining qualified personnel in the future. Oncor’s failure to attract new personnel or retain its
existing personnel could have a material adverse effect on Oncor’s businesses.

The global financial crisis has caused unprecedented market volatility and may have impacts on Oncor’s
business and financial condition that Oncor currently cannot predict.

Because its operations are capital intensive, Oncor 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,
operating cash flows or its revolving credit facility. The capital and credit markets have been experiencing
extreme volatility and disruption. As a result, the continued credit crisis and related turmoil in the global
financial system may have an impact on Oncor’s business and financial condition. Oncor’s ability to access the
capital or credit markets may be severely restricted at a time when Oncor would like, or needs, to access those
markets, which could have an impact on Oncor’s flexibility to react to changing economic and business
conditions. In addition, the cost of debt financing may be materially adversely impacted by these market
conditions. Even if Oncor is able to obtain debt financing, it may be unable to recover in rates some or all of
the costs of such debt financing as a result of its agreement with the PUCT that it will, in rate cases after its
2008 general rate case through proceedings initiated prior to December 31, 2012, support a cost of debt that
will be based on the then-current cost of debt of electric utilities with investment grade credit ratings equal to
Oncor’s ratings as of October 1, 2007. As such, there can be no assurance that the capital and credit markets
will continue to be a reliable or acceptable source of short-term or long-term financing for Oncor. If current
levels of market disruption and volatility continue or worsen, Oncor may be forced to meet its liquidity needs,
such as its anticipated capital expenditures, through its cash flows. Additionally, the crisis could have a
broader impact on business in general in ways that could lead to reduced electricity usage, which could have a
negative impact on Oncor’s revenues, and the credit crisis could have an impact on Oncor’s customers, causing
them to fail to meet their obligations to Oncor.

In the future, Oncor could have liquidity needs that could be difficult to satisfy under some circum-
stances, especially in uncertain financial market conditions.

Oncor’s operations are capital intensive. Oncor relies on access to financial markets and its liquidity
facility as a significant source of liquidity for capital requirements not satisfied by cash-on-hand or operating
cash flows. The inability to raise capital on favorable terms or access liquidity facilities, particularly during
times of uncertainty similar to that which is currently being experienced in the financial markets, could
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adversely impact Oncor’s ability to sustain and grow its businesses and would likely increase capital costs that
may not be recoverable through rates. Oncor’s access to the financial markets and its liquidity facility, and the
pricing and terms Oncor receives in the financial markets, could be adversely impacted by various factors,
such as:

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

e economic weakness in the ERCOT market;
* changes in interest rates;
¢ a deterioration of Oncor’s credit or a reduction in Oncor’s credit ratings;

* a deterioration of the credit of EFH Corp. or EFH Corp.’s other subsidiaries or a reduction in the credit
ratings of EFH Corp. or EFH Corp.’s other subsidiaries that is perceived to potentially have an adverse
impact on Oncor despite the ring-fencing of the Oncor Ring-Fenced Entities from the Texas Holdings
Group;

* a material breakdown in Oncor’s risk management procedures, and

¢ the occurrence of material adverse changes in Oncor’s businesses that restrict its ability to access its
liquidity facilities.

Oncor’s primary source of liquidity aside from operating cash flows is its ability to borrow under its
revolving credit facility. The facility contains a debt-to-capital ratio covenant that effectively limits Oncor’s
ability to incur indebtedness in the future. As of December 31, 2008, Oncor was in compliance with such
covenant. The credit facility and the senior notes issued by Oncor are secured by the Deed of Trust which
permits Oncor to secure other indebtedness with the lien of the Deed of Trust up to the amount of the
available bond credits. As of December 31, 2008, the available bond credits were $2.1 billion. In connection
with the Merger, Oncor also committed to the PUCT that it would maintain a regulatory capital structure at or
below the assumed debt-to-equity ratio established periodically by the PUCT for ratemaking purposes, which
is currently set at 60% debt to 40% equity.

The allocated costs of providing pension and other postretirement employee benefits and related funding
requirements are subject to changes in pension fund values, changing demographics and fluctuating
actuarial assumptions and may have a material adverse effect on Oncor’s results of operations and
financial condition.

Oncor is a participating employer in the pension plan sponsored by EFH Corp. and offers pension benefits
based on either a traditional defined benefit formula or a cash balance formula. Oncor also participates in
health care and life insurance benefit plans offered by EFH Corp. to eligible employees and their eligible
dependents upon the retirement of such employees from Oncor. Oncor’s allocated costs of providing such
benefits and related funding requirements are dependent upon numerous factors, assumptions and estimates
and are subject to changes in such factors, assumptions and estimates, including the market value of the assets
funding EFH Corp.’s pension plan and OPEB plans. Fluctuations in actual market returns as well as changes
in general interest rates may result in increased or decreased benefit costs in future periods.

The recent substantial dislocation in the financial markets has caused the value of the investments that
fund EFH Corp.’s pension and OPEB plans to significantly differ from, and may alter the values and actuarial
assumptions EFH Corp. uses to calculate, projected future pension plan expense and OPEB costs allocated to
Oncor. A continuation or further decline in the value of these investments could increase the expenses of EFH
Corp.’s pension plan and the costs of its OPEB plan allocated to Oncor and related funding requirements in
the future. Benefits costs and related funding requirements are also subject to changing employee demograph-
ics (including but not limited to age, compensation levels and years 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 projected benefit obligation. Changes made to the provisions of the plans may also impact
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current and future benefit costs. Fluctuations in actual market returns as well as changes in general interest
rates may result in increased or decreased benefit costs in future periods.

As was the case in the fourth quarter 2008 (as discussed in Notes 1 and 3 to Financial Statements), good-
will that Oncor has recorded in connection with the Merger is subject to at least annual impairment eval-
uations and as a result, Oncor could be required to write off some or all of this goodwill, which may
reflect adverse impacts on Oncor’s financial condition and results of operations.

In accordance with SFAS 142, goodwill recorded in connection with the Merger is not amortized but is
reviewed annually or more frequently for impairment, if certain conditions exist, and may be impaired. Any
reduction in or impairment of the value of goodwill will result in a charge against earnings, which could
reflect material adverse impacts on Oncor’s reported results of operations and financial position.

Oncor’s ring-fencing measures may not work as planned.

As discussed above, to enhance the separateness between the Oncor Ring-Fenced Entities and the Texas
Holdings Group, various legal, financial and contractual provisions were implemented. These enhancements
are intended to minimize the risk that a court would order any of the Oncor Ring-Fenced Entities’” assets and
liabilities to be substantively consolidated with those of any member of the Texas Holdings Group in the event
that a member of the Texas Holdings Group were to become a debtor in a bankruptcy case. Nevertheless,
bankruptcy courts have broad equitable powers and, as a result, outcomes in bankruptcy proceedings are
inherently difficult to predict. Accordingly, if any member of the Texas Holdings Group were to become a
debtor in a bankruptcy case, there can be no assurance that a court would not order an Oncor Ring-Fenced
Entity’s assets and liabilities to be substantively consolidated with those of such member of the Texas
Holdings Group. See Note 1 to Financial Statements for additional information on ring-fencing measures.

FORWARD-LOOKING STATEMENTS

This prospectus contains “forward-looking statements.” All statements, other than statements of historical
facts, that are included in this prospectus, or made in presentations, in response to questions or otherwise, that
address activities, events or developments that Oncor expects or anticipates to occur in the future, including
such matters as projections, capital allocation, future capital expenditures, business strategy, competitive
strengths, goals, future acquisitions or dispositions, development or operation of facilities, market and industry
developments and the growth of Oncor’s business and operations (often, but not always, through the use of
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words or phrases such as “will likely result”, “are expected to”, “will continue”, “is anticipated”, “estimated”,

ELINNT3

“projection”, “target” and “outlook”), are forward-looking statements. Although Oncor believes that in making
such forward-looking statements its expectations are based on reasonable assumptions, any such forward-
looking statement involves uncertainties and is qualified in its entirety by reference to the discussion of risk
factors discussed under “Risk Factors” and the following important factors, among others, that could cause the
actual results of Oncor to differ materially from those projected in such forward-looking statements:

* prevailing governmental policies and regulatory actions, including those of the Texas Legislature, the
Governor of Texas, the FERC, the PUCT, the EPA, and the TCEQ, with respect to:

¢ allowed rate of return;

e permitted capital structure;

e industry, market and rate structure;

e recovery of investments;

 acquisitions and disposals of assets and facilities;
* operation and construction of facilities;

* changes in tax laws and policies, and
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¢ changes in and compliance with environmental and safety laws and policies;
* legal and administrative proceedings and settlements;
» weather conditions and other natural phenomena, and acts of sabotage, wars or terrorist activities;
* unanticipated population growth or decline, and changes in market demand and demographic patterns;
* changes in business strategy, development plans or vendor relationships;
* unanticipated changes in interest rates or rates of inflation;
* unanticipated changes in operating expenses, liquidity needs and capital expenditures;

* the credit quality and/or inability of various counterparties to meet their financial obligations to Oncor,
including failure of counterparties to perform under agreements;

 general industry trends;

* hazards customary to the industry and the possibility that Oncor may not have adequate insurance to
cover losses resulting from such hazards;

 changes in technology used by and services offered by Oncor;

* significant changes in Oncor’s relationship with its employees, 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 pension and
OPEB benefits, and future funding requirements related thereto;

* significant changes in critical accounting policies material to Oncor;

» commercial bank and financial market conditions, Oncor’s access to capital, the cost of such capital,
and the results of Oncor’s financing and refinancing efforts, including availability of funds in the capital
markets;

* financial restrictions placed on Oncor by Oncor’s revolving credit facility and indentures governing its
debt instruments;

* Oncor’s ability to generate sufficient cash flow to make interest payments on its debt instruments;
e actions by credit rating agencies;

e economic conditions; and

* the ability of Oncor to effectively execute its operational strategy.

Any forward-looking statement speaks only as of the date on which it is made, and Oncor undertakes 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. New factors emerge from time to time, and it is
not possible for Oncor to predict all of them; nor can Oncor 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.

INDUSTRY AND MARKET INFORMATION

The industry and market data and other statistical information used throughout this prospectus are based
on independent industry publications, government publications, reports by market research firms or other
published independent sources, including certain data published by ERCOT. We did not commission any of
these publications or reports. Some data is also based on our good faith estimates, which are derived from our
review of internal surveys, as well as the independent sources listed above. Independent industry publications
and surveys generally state that they have obtained information from sources believed to be reliable, but do
not guarantee the accuracy and completeness of such information. While we believe that each of these studies

20



and publications is reliable, we have not independently verified such data and we make no representation as to
the accuracy of such information. Forecasts are particularly likely to be inaccurate, especially over long
periods of time, and we do not know what assumptions regarding general economic growth are used in
preparing the forecasts included in this prospectus. Similarly, while we believe that our internal and external
research is reliable, it has not been verified by any independent sources and we make no assurances that the
predictions contained therein are accurate.

USE OF PROCEEDS

This prospectus may be delivered in connection with the resale of the securities by the Market Maker and
its affiliates in market-making transactions in the securities in the secondary market. We will not receive any
of the proceeds from such resales.

CONSOLIDATED CAPITALIZATION AND SHORT-TERM DEBT OF ONCOR AND SUBSIDIARY

The following table summarizes our consolidated capitalization and short-term debt as of December 31,
2008. This table should be read in conjunction with the information included under the headings “Use of
Proceeds,” “Selected Consolidated Financial Data of Oncor and Subsidiary,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and our audited consolidated financial statements
and related notes.

December 31, 2008
Actual Percent
(In millions)(a)

Capitalization:
Long-term debt, less amounts due currently . ..................... $ 5,101 42.87%
Membership Interest. . . ... 6,799 57.13%
Total capitalization . . . ....... ... $11,900 100.00%
Short-term debt:
Short-term debt(b) . . . ... ... . .. 337
Long-term debt due currently . . . . ......... ... .. .. ... ... 103
Total short-term debt . .. ........ .. $ 440

(a) Includes $879 million outstanding principal amount of transition bonds issued by Oncor Electric Delivery
Transition Bond Company LLC, Oncor’s bankruptcy-remote financing subsidiary, $16 million of unamor-
tized debt discount and $9 million of fair value discount.

(b) Includes revolving credit facility borrowings.
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SELECTED CONSOLIDATED FINANCIAL DATA OF ONCOR AND SUBSIDIARY

The following table sets forth our selected historical consolidated financial data as of and for the periods
indicated. The selected financial data as of December 31, 2008 and 2007 and for each of the three years ended
December 31, 2008, 2007 and 2006, including the Successor year ended December 31, 2008, Successor period
from October 11, 2007 through December 31, 2007, Predecessor period from January 1, 2007 through
October 10, 2007 and the Predecessor year ended December 31, 2006, have been derived from our audited
historical consolidated financial statements and related notes included elsewhere in this prospectus. The
selected financial data as of December 31, 2006, 2005 and 2004 and for the years ended December 31, 2005
and 2004 have been derived from our historical consolidated financial statements that are not included in this
prospectus.

The selected consolidated financial data should be read in conjunction with “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our audited consolidated financial
statements and related notes appearing elsewhere in this prospectus.

Successor Predecessor
December 31, December 31,
2008 2007 2006 2005 2004
(Millions of dollars, except ratios)
Total assets —end of year. .. .................. $15,706  $15,434 $10,709  $9,911  $9,493
Property, plant & equipment — net — end of year . .. 8,606 8,069 7,608 7,067 6,609
Capitalization — end of year
Long-term debt, less amounts due currently . . . ... $ 5,101 $ 3,702 $ 3,811  $4,107  $4,199
Shareholder’s equity. . ... ... ... — — 2,975 2,935 2,687
Membership interests . . . .................... 6,799 7,618 — — —
Total ... .. $11,900 $11,320 $ 6,786 $7,042  $6,886
Capitalization ratios — end of year(a)
Long-term debt, less amounts due currently . .. ... 42.9% 32.7% 562%  583%  61.0%
Shareholder’s equity. . .. ........ .. ... . ..... — — 43.8 41.7 39.0
Membership interests . . . .................... 57.1 67.3 — — —
Total .. ... . 100.0% 100.0% 100.0% 100.0% 100.0%

(a) The regulatory capitalization ratio (as determined by the PUCT) excludes transition bonds and the effect
on membership interests of applying purchase accounting, including amounts recorded as goodwill. At
December 31, 2008, the regulatory capitalization ratio was 58.2% debt and 41.8% equity.

Successor(d) Predecessor
Period from Period from
October 11, January 1,
2007 2007
Year Ended thr h thr h
Deeczmher e31, Decen‘:)ll:eg} 31, Octol(;:rg 10, Year Ended December 31,
2008 2007 2007 2006 2005 2004
(Millions of dollars, except ratios)
Operating revenues . ............... $2,580 $533 $1,967 $2.449  $2,394  $2,226
Net income (Ioss)(a) .. ............. $ (487) $ o4 $ 263 $ 344 $ 351 $ 273
Capital expenditures . .............. $ 882 $ 153 $ 555 $ 840 $ 733 $ 600
Ratio of earnings to fixed charges(b) . .. — 2.30 2.68 2.74 2.87 2.29
Embedded interest cost on long-term
debt — end of period(c) .. ......... 6.7% 6.7% 6.6% 6.5% 6.5% 6.4%

(a) Amount in 2008 includes an $860 million goodwill impairment charge (see Note 3 to Financial State-
ments). Amount in 2004 includes an extraordinary gain of $16 million after-tax related to a regulatory
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asset adjustment and a credit of $2 million after-tax representing a cumulative effect of change in account-
ing principle.
(b) Fixed charges exceeded earnings by $266 million for the year ended December 31, 2008.

(c) Represents the annual interest and amortization of any discounts, premiums, issuance costs and any
deferred gains/losses on reacquisitions divided by the carrying value of the debt plus or minus the unamor-
tized balance of any discounts, premiums, issuance costs and gains/losses on reacquisitions at the end of
the year and excludes advances from affiliates.

(d) In connection with the Merger, Oncor was converted from a Texas corporation to a Delaware limited lia-
bility company. The consolidated financial statements have been prepared on the same basis as the audited
financial statements included in Oncor’s Annual Report on Form 10-K for the year ended December 31,
2007 except for the presentation of income taxes (see Note 7 to Financial Statements). The consolidated
financial statements of the Successor reflect the application of purchase accounting.

Quarterly Information (unaudited)

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

Successor
First Second Third Fourth
Quarter Quarter Quarter Quarter
(Millions of dollars)

2008:
OPperating reVenUES . . . ..ot v oo oo e e e e e $614 $626 $728 $ 612
Operating INCOME . . . . . ..ottt 151 150 206 143
NetinCome. . .. ..ottt e 85 85 139 (796)
Predecessor(a) Successor
Period from
October 11,
2007 through
First Second Third December 31,
Quarter Quarter Quarter 2007
(Millions of dollars)
2007:
Operating Tevenues . .. .........ouvveeunnnennn. $613 $582 $705 $533
Operating inCome . .. ............ueenmuuueennn. 157 129 199 125
Netincome . ........ii it 85 54 124 64

(a) The 10-day period ended October 10, 2007 has not been presented as it is deemed immaterial.
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OUR BUSINESS AND PROPERTIES

Oncor Electric Delivery Company LLC Business and Strategy

Oncor is a regulated electricity transmission and distribution company that provides the essential service
of delivering electricity safely, reliably and economically to end-use consumers through its distribution
systems, as well as providing transmission grid connections to merchant generation plants and interconnections
to other transmission grids in Texas. Oncor is a direct subsidiary of Oncor Holdings, which is a direct, wholly-
owned subsidiary of Intermediate Holding, a direct, wholly-owned subsidiary of EFH Corp. Currently, Oncor
Holdings owns 80.033% of Oncor’s membership interests, Texas Transmission owns 19.75% of Oncor’s
membership interests and certain members of Oncor’s management and board of directors indirectly
beneficially own the remaining membership interests of Oncor. Oncor is a limited liability company organized
under the laws of the State of Delaware, formed in 2007 as the successor entity to Oncor Electric Delivery
Company, formerly known as TXU Electric Delivery Company, a corporation formed under the laws of the
State of Texas in 2001.

Oncor’s transmission and distribution assets are located principally in the north-central, eastern and
western parts of Texas. This territory has an estimated population in excess of seven million, about one-third
of the population of Texas, and comprises 92 counties and over 400 incorporated municipalities, including
Dallas/Fort Worth and surrounding suburbs, as well as Waco, Wichita Falls, Odessa, Midland, Tyler and
Killeen. Oncor is not a seller of electricity, nor does it purchase electricity for resale. It provides transmission
services to other electricity distribution companies, cooperatives and municipalities. It provides distribution
services to REPs, which sell electricity to retail customers. Most of Oncor’s power lines have been constructed
over lands of others pursuant to easements or along public highways, streets and rights-of-way as permitted by
law. Oncor’s transmission and distribution rates are regulated by the PUCT. Oncor is managed as an integrated
business; consequently, there are no reportable segments.

Oncor operates the largest transmission and distribution system in Texas, delivering electricity to
approximately three million homes and businesses and operating more than 117,000 miles of transmission and
distribution lines in Texas. At December 31, 2008, Oncor had approximately 3,600 full-time employees,
including approximately 650 in a collective bargaining unit.

Oncor was formed as a result of the 1999 Restructuring Legislation, which set into motion the
deregulation of the electric industry in Texas and required each electric utility to separate (unbundle) its
business activities by January 1, 2002 into a power generation company, a REP, and a transmission and
distribution utility or separate transmission and distribution utilities. Pursuant to the 1999 Restructuring
Legislation, the integrated electric utility business of TXU Corp. (now EFH Corp.) was unbundled and its
transmission and distribution operations were transferred to Oncor, its wholly-owned subsidiary, on January 1,
2002.

With the closing of the Merger, on October 10, 2007, EFH Corp. became a wholly-owned subsidiary of
Texas Holdings, a Delaware limited partnership controlled by the Sponsor Group. On November 5, 2008,
Oncor sold equity interests resulting in an unaffiliated investor group acquiring a 19.75% minority stake in
Oncor through Texas Transmission and an entity owned by certain members of Oncor’s management acquiring
a 0.21% minority stake in Oncor. Effective January 2009, Oncor Holdings sold 0.007% of the total equity
interests in Oncor for a total of $0.55 million in cash (the same price per unit paid by Texas Transmission in
the Minority Issuance) to Investment LLC, which in turn sold an equal number of equity interests in
Investment LLC to certain of Oncor’s non-employee directors at the same price per unit paid by Investment
LLC for the 0.007% of the total equity interests in Oncor. Accordingly, after giving effect to the closing of the
Minority Issuance, the contemporaneous sale of 0.21% of Oncor’s equity interests to Investment LLC, and the
January 2009 sale of additional equity interests in Oncor by Oncor Holdings to Investment LLC, EFH Corp.
currently indirectly owns approximately 80.033% of Oncor, certain members of Oncor’s management and
board of directors currently indirectly own approximately 0.217% of Oncor and Texas Transmission owns
19.75% of Oncor. See Note 1 to Financial Statements for additional details regarding the sale of the minority
interests.
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EFH Corp. and Oncor have implemented certain structural and operational “ring-fencing” measures based
on commitments made by Texas Holdings and Oncor to the PUCT that are intended to further separate Oncor
from Texas Holdings and its other subsidiaries. These measures also serve to mitigate Oncor’s credit exposure
to those entities and to reduce the risk that the assets and liabilities of Oncor would be substantively
consolidated with the assets and liabilities of Texas Holdings or any of its other subsidiaries in the event of a
bankruptcy of one or more of those entities. See Note 1 to Financial Statements for a description of the
material features of these “ring-fencing” measures.

Oncor’s Market (ERCOT statistics below were derived from information published by ERCOT)

Since its inception, Oncor has operated within the ERCOT market, which represents approximately 85%
of electricity consumption in Texas. ERCOT is the regional reliability coordinating organization for member
electricity systems in Texas and the system operator of the interconnected transmission grid for those systems.
ERCOT is responsible for ensuring reliability, adequacy and security of the electric systems as well as
nondiscriminatory access to transmission service by all wholesale market participants in the ERCOT region.
ERCOT’s membership consists of more than 300 corporate and associate members, including electric
cooperatives, municipal power agencies, independent generators, independent power marketers, transmission
service providers and distribution services providers, independent REPs and consumers.

In 2008, hourly demand peaked at 62,174 MW as compared to the record hourly peak demand of
62,339 MW in 2006. The ERCOT market has limited interconnections to other markets in the US, which
currently limits potential imports into and exports out of the ERCOT market to 1,106 MW of generation
capacity (or approximately 2% of peak demand). In addition, wholesale transactions within the ERCOT market
are generally not subject to regulation by the FERC.

The ERCOT market operates under the reliability standards set by NERC. The PUCT has primary
jurisdiction over the ERCOT market to ensure the adequacy and reliability of power supply across Texas’s
main interconnected transmission grid. Oncor, along with other owners of transmission and distribution
facilities in Texas, assists the ERCOT independent system operator in its operations. Oncor has planning,
design, construction, operation and maintenance responsibility for the portion of the transmission grid and for
the load-serving substations it owns, primarily within its certificated area. Oncor participates with the ERCOT
independent system operator and other ERCOT utilities to plan, design, obtain regulatory approval for and
construct new transmission lines necessary to meet reliability needs, increase bulk power transfer capability to
remove existing constraints and interconnect generation on the ERCOT transmission grid.

Oncor’s Strategies

Oncor focuses on delivering electricity in a safe and reliable manner, minimizing service interruptions
and investing in its transmission and distribution infrastructure to serve its growing customer base.

Oncor believes building and leveraging upon opportunities to scale its operating advantage and technology
programs enables Oncor to create value by eliminating duplicative costs, efficiently managing supply costs,
and building and standardizing distinctive process expertise over a larger grid. Scale also allows Oncor to take
part in large capital investments in its transmission and distribution system, with a smaller fraction of overall
capital at risk and with an enhanced ability to streamline costs. Oncor’s growth strategies are to invest in
technology upgrades, including advanced metering systems, and to construct new transmission and distribution
facilities to meet the needs of the growing ERCOT market. Oncor and other transmission and distribution
businesses in ERCOT benefit from regulatory capital recovery mechanisms known as “capital trackers” that
Oncor believes enable adequate and timely recovery of transmission investments and advanced metering
investments through its regulated rates.

Oncor’s technology upgrade initiatives include development of a modernized grid through the replacement
of existing meters with advanced digital metering equipment and development of advanced digital communi-
cation, data management, real-time monitoring and outage detection capabilities. This modernized grid is
expected to drive electricity service reliability improvements and provide the potential for additional products
and services from REPs that will enable businesses and consumers to better manage their electricity usage and
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costs. Technology initiatives have long been a cornerstone of Oncor’s business strategies. In 2005, Oncor
began investing in remote automated meter reading to enhance system load monitoring and outage detection.
By the end of 2007, Oncor had approximately 600,000 automated meters installed at a total cost of
approximately $125 million. In 2008, Oncor expanded this initiative to include advanced digital metering
equipment. Oncor installed approximately 5,000 of these advanced meters in a pilot program in the second
quarter of 2008, and began full deployment of advanced meters in the fourth quarter of 2008 as part of a plan
to have all of its approximately three million meters converted by 2012. The advanced meters can be read
automatically, rather than by a meter reader physically visiting the location of each meter. Advanced meters
are expected to also eventually provide automated demand side management, which allows consumers to
monitor the amount of electricity they are consuming and adjust their electricity consumption habits. In
addition to the potential energy efficiencies from advanced metering, Oncor expects to invest $300 million,
which includes $100 million in excess of regulatory requirements, over the five years ending in 2012 in
programs designed to improve customer electricity demand efficiencies. Oncor invested $58 million in these
programs in 2008.

Oncor filed a rate surcharge case in May 2008 (Docket No. 35718) to recover estimated future
investments for advanced metering deployment. A settlement was reached with the majority of the parties to
the case in August 2008. An order approving the settlement was issued by the PUCT in August 2008, and the
order became final in September 2008. The surcharge became effective with Oncor’s January 2009 billings.
See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Regulation
and Rates.”

Oncor’s Operations

Performance — Oncor achieved market-leading electricity delivery performance in six out of seven key
PUCT market metrics in 2008. These metrics measure the success of transmission and distribution companies
in facilitating customer transactions in the competitive Texas electricity market. In July 2007, the PUCT
established new performance standards, and Oncor has implemented a plan seeking to achieve compliance
with these standards during 2009.

Investing in Infrastructure and Technology — In 2008, Oncor invested over $882 million in its network to
construct, rebuild and upgrade transmission lines and associated facilities, to extend the distribution infrastruc-
ture, and to pursue certain initiatives in infrastructure maintenance and information technology. Reflecting its
commitment to infrastructure, in September 2008, Oncor and several other ERCOT utilities filed with the
PUCT a plan to participate in the construction of transmission improvements designed to interconnect existing
and future renewable energy facilities to transmit electricity from CREZ identified by the PUCT. This plan
included the joint parties’ plans to construct and operate all of the CREZ transmission facilities (CREZ
Transmission Plan). Several other parties, including ERCOT and non-ERCOT entities, also filed CREZ
Transmission Plans. Hearings on the CREZ Transmission Plan proposals were held in December 2008, and at
a January 2009 open meeting, the PUCT assigned approximately $1.3 billion of CREZ construction projects to
Oncor. A written order reflecting the PUCT’s decisions was signed in March 2009. The cost estimates for the
CREZ construction projects are based upon analyses prepared by ERCOT. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Regulation and Rates.”

In 2005, Oncor entered into an agreement with a vendor to design, build and operate a broadband over
powerline (BPL) -based “Smart Grid” covering the majority of Oncor’s service area. This modernized grid
allowed Oncor to: (i) increase network reliability and power quality; (ii) prevent, detect and restore customer
outages more effectively; and (iii) implement automated meter reading more effectively. In 2008, Oncor
purchased the vendor’s existing BPL assets in Oncor’s service territory for $90 million in cash. These network
assets include BPL equipment and technology such as fiber optics, embedded sensors and software analytics
that are intended to enable Oncor to better monitor its electricity distribution network over up to one-sixth of
its service territory. The network assets also included certain finished goods inventory and additional
components. As part of the transaction, Oncor agreed to purchase software licenses and maintenance and
operation services for a three-year period for approximately $35 million, including $25 million paid at the
closing of the transaction. In addition, Oncor may, at its option, purchase additional equipment and utilize
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additional services from the vendor that would allow Oncor to expand the BPL network to up to one-half of
its service territory.

In a stipulation with several parties that was approved by the PUCT (as discussed in Note 4 to Financial
Statements), Oncor committed to a variety of actions, including minimum capital spending of $3.6 billion over
the five-year period ending December 31, 2012, subject to certain defined conditions. This spending does not
include the CREZ facilities.

Electricity Transmission — Oncor’s electricity transmission business is responsible for the safe and
reliable operations of its transmission network and substations. These responsibilities consist of the construc-
tion and maintenance of transmission facilities and substations and the monitoring, controlling and dispatching
of high-voltage electricity over Oncor’s transmission facilities in coordination with ERCOT.

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

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

Provisions of the 1999 Restructuring Legislation allow Oncor to annually update its transmission rates to
reflect changes in invested capital. These provisions encourage investment in the transmission system to help
ensure reliability and efficiency by allowing for timely recovery of and return on new transmission
investments.

Oncor’s transmission facilities include 5,043 circuit miles of 345-kV transmission lines, 9,862 circuit
miles of 138-and 69-kV transmission lines and 277 transmission stations. Sixty-three generation plants with a
generating capacity totaling 37,691 MW are directly connected to Oncor’s transmission system and 697
distribution substations are served from Oncor’s transmission system.

Oncor’s transmission facilities have the following connections to other transmission grids in Texas:

Number of Interconnected

Lines
Grid Connections 345kV 138kV 69kV
CenterPoint Energy Inc. . . ... ... .. . . 8 — —
American Electric Power Company, Inc(a) . ........................ 4 7 12
Lower Colorado River Authority. .. .............................. 6 20 3
Texas Municipal Power Agency . ............... ... 8 9 —
Texas New Mexico Power ...... ... ... ... ... ... . . ... 2 9 11
Brazos Electric Power Cooperative . . ............. ... 4 99 21
Rayburn Country Electric Cooperative . ................c.ouueeeo... — 31 7
City of GEOIrZetOWN . . . . o oottt ettt e e e e e — 2 —
Tex-La Electric Cooperative . ... ...ttt — 11 1
Other small systems operating wholly within Texas. . ................. — 3 2

(a) One of the 345-kV lines is an asynchronous high-voltage direct current connection with the Southwest
Power Pool.
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Electricity Distribution — Oncor’s electricity distribution business is responsible for the overall safe and
efficient operation of distribution facilities, including electricity delivery, power quality and system reliability.
These responsibilities consist of the ownership, management, construction, maintenance and operation of the
distribution system within Oncor’s certificated service area. Oncor’s distribution system receives electricity
from the transmission system through substations and distributes electricity to end-users and wholesale
customers through approximately 3,080 distribution feeders.

The Oncor distribution system includes over 3.1 million points of delivery. Over the past five years, the
number of Oncor’s distribution system points of delivery served, excluding lighting sites, grew an average of
approximately 1.5% per year, adding approximately 33,500 points of delivery in 2008.

The Oncor distribution system consists of 56,266 miles of overhead primary conductors, 21,639 miles of
overhead secondary and street light conductors, 15,277 miles of underground primary conductors and
9,497 miles of underground secondary and street light conductors. The majority of the distribution system
operates at 25-kV and 12.5-kV.

Customers — Oncor’s transmission customers consist of municipalities, electric cooperatives and other
distribution companies. Oncor’s distribution customers consist of more than 65 REPs in Oncor’s certificated
service area, including TCEH. Distribution revenues from TCEH represented 39% of Oncor’s total revenues
for 2008, and revenues from two subsidiaries of Reliant Energy, Inc., each of which is a non-affiliated REP,
represented an aggregate of 16% of Oncor’s total revenues for 2008. No other customer represented more than
10% of Oncor’s total operating revenues. The retail customers who purchase and consume electricity delivered
by Oncor are free to choose their electricity supplier from REPs who compete for their business.

Seasonality — A significant portion of Oncor’s revenues is derived from rates that Oncor collects from
REPs based on the amount of electricity it distributes on behalf of REPs. As a result, the revenues and results
of operations of Oncor are subject to seasonality, weather conditions and other changes in electricity usage,
with revenues being higher during the warmer months.

Regulation and Rates — As its operations are wholly within Texas, Oncor believes that it is not a public
utility as defined in the Federal Power Act and has been advised by its legal counsel that it is not subject to
general regulation under this act.

The PUCT has original jurisdiction over transmission and distribution rates and services in unincorporated
areas and in those municipalities that have ceded original jurisdiction to the PUCT and has exclusive appellate
jurisdiction to review the rate and service orders and ordinances of municipalities. Generally, PURA prohibits
the collection of any rates or charges by a public utility (as defined by PURA) that does not have the prior
approval of the appropriate regulatory authority (PUCT or municipality with original jurisdiction). In
accordance with a stipulation approved by the PUCT, Oncor filed a rate case with the PUCT (Docket
No. 35717) in June 2008, based on a test year ended December 31, 2007 as discussed in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Regulation and Rates.”

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

Securitization Bonds — Oncor’s consolidated financial statements include its wholly-owned, bankruptcy-
remote financing subsidiary, Oncor Electric Delivery Transition Bond Company LLC. This financing
subsidiary was organized for the limited purpose of issuing specified transition bonds in 2003 and 2004. Oncor
Electric Delivery Transition Bond Company LLC issued $1.3 billion principal amount of securitization
(transition) bonds to recover generation-related regulatory asset stranded costs and other qualified costs under
an order issued by the PUCT in 2002.
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Environmental Regulations and Related Considerations
Water

The TCEQ has jurisdiction over water discharges (including storm water) from facilities in Texas.
Facilities of Oncor are presently in material compliance with applicable state and federal requirements relating
to discharge of pollutants into the water. Oncor holds all required waste water discharge permits from the
TCEQ for facilities in operation and has applied for or obtained necessary permits for facilities under
construction. Oncor believes it can satisfy the requirements necessary to obtain any required permits or
renewals. Recent changes to federal rules pertaining to Spill Prevention, Control and Countermeasure (SPCC)
plans for oil-filled electrical equipment and bulk storage facilities for oil will require updating of certain
facilities. Oncor has determined that SPCC plans will be required for certain substations, work centers and
distribution systems by July 1, 2009, and it is currently compiling data for development of these plans.

Solid Waste

Treatment, storage and disposal of solid waste and hazardous waste are regulated at the state level under
the Texas Solid Waste Disposal Act and at the federal level under the Resource Conservation and Recovery
Act of 1976, as amended, and the Toxic Substances Control Act. The EPA has issued regulations under the
Resource Conservation and Recovery Act of 1976 and the Toxic Substances Control Act, and the TCEQ has
issued regulations under the Texas Solid Waste Disposal Act applicable to facilities of Oncor. Oncor is in
compliance with applicable solid and hazardous waste regulations.

Environmental Capital Expenditures

Oncor’s capital expenditures for environmental matters were $8 million in 2008 and are expected to be
approximately $8 million in 2009. Oncor expects to invest $300 million, which includes $100 million in
excess of regulatory requirements, over the five years ending in 2012 in programs designed to increase
customer electricity demand efficiencies. Oncor invested $58 million in these programs in 2008.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of Oncor’s financial condition and results of operations for the
fiscal years ended December 31, 2008, 2007 and 2006 should be read in conjunction with “Selected
Consolidated Financial Data of Oncor and Subsidiary” and Oncor’s audited consolidated financial statements
and the notes to those statements.

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

Business

See Note 1 to Financial Statements for a description of the business.

Significant Activities and Events

Sale of Minority Interests — In November 2008, Oncor sold additional equity interests that resulted in an
unaffiliated investor group acquiring a 19.75% minority stake and certain members of Oncor’s management
indirectly acquiring a 0.21% stake in Oncor. The investor group was led by certain firms from Canada and
Singapore and is not affiliated with any member of the Sponsor Group, Texas Holdings or EFH Corp. The
investor group and management paid $1.267 billion in cash for the minority stakes. The proceeds (net of
closing costs) of $1.253 billion received by Oncor from these issuances of equity were distributed to Oncor
Holdings and ultimately to EFH Corp. See Note 1 to Financial Statements for additional information.

See discussion of credit rating upgrades as a result of the minority interests sale below under
“— Financial Condition — Liquidity and Capital Resources — Financial Covenants, Credit Rating Provisions
and Cross Default Provisions — Credit Ratings.”

Effects of Declines in Financial Markets — The financial market conditions had a significant effect on
Oncor’s assessment of the carrying value of goodwill. Oncor recorded an impairment charge of $860 million
in 2008, primarily arising from the dislocation in the capital markets that has increased interest rate spreads
and the resulting discount rates reflected in Oncor’s estimation of fair values and the effects of recent declines
in market values of debt and equity securities of comparable companies. See Note 3 to Financial Statements
and “— Application of Critical Accounting Policies” below for more information on the goodwill impairment
charge and “— Financial Condition — Liquidity and Capital Resources” below for discussion of actions taken
in response to the uncertain financial markets.

While Oncor believes its cash from operations combined with availability under its existing credit facility
provides sufficient liquidity to fund current and projected expenses and capital requirements for the next
12 months (see “— Financial Condition — Liquidity and Capital Resources” below), there can be no
assurance, considering the current uncertainty in financial markets, that counterparties to its credit facility will
perform as expected or that material unexpected changes in financial markets or the economy will not result in
liquidity constraints or require increased funding of the EFH Corp. pension and OPEB plans. In addition,
Oncor’s longer term capital spending, including the investment of approximately $1.3 billion to construct
CREZ-related transmission lines and facilities discussed in “— Regulation and Rates”, will require access to
financial markets.

Notice of Termination of Outsourcing Arrangements — During the fourth quarter of 2008, Oncor executed
a Separation Agreement with Capgemini Energy LP (Capgemini), Capgemini America, Inc. and Capgemini
North America, Inc. (collectively, CgE). Simultaneous with the execution of that Separation Agreement, EFH
Corp. and TCEH entered into a substantially similar Separation Agreement with CgE. The Separation
Agreements principally provide for (i) notice of termination of each of the Master Framework Agreements,
dated as of May 17, 2004, each as amended, between Capgemini and each of Oncor and TCEH and the related
service agreements under each of the Master Framework Agreements and (ii) termination of the joint venture
arrangements between EFH Corp. (and its applicable subsidiaries) and CgE. Under the Master Framework
Agreements and related services agreements, Capgemini has provided to Oncor and EFH Corp. and its other
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subsidiaries outsourced support services, including information technology, customer care and billing, human
resources, procurement and certain finance and accounting activities.

Consistent with the Master Framework Agreement, to provide for an orderly transition of the services, the
Separation Agreement requires that Capgemini provide termination assistance services until the services are
transitioned back to Oncor and/or to another service provider. The Separation Agreement provides that the
services be transitioned by December 31, 2010 (June 30, 2011, in the case of the information technology
services). The Master Framework Agreement will terminate when these termination assistance services are
completed. Oncor previously provided a termination notice to Capgemini in respect of human resources
services. See Note 15 to Financial Statements for further discussion.

The effects of the termination of the outsourcing arrangements, including Oncor’s accrual of $16 million
for incremental costs to exit and transition the services, were included in EFH Corp.’s purchase price allocation
(see Note 2 to Financial Statements).

Refund to Customers — Oncor provided a one-time $72 million refund to its REP customers in the
September 2008 billing cycle. The refund was a commitment made by Oncor in connection with the PUCT’s
review of the Merger and was recorded as a regulatory liability in the fourth quarter 2007 as part of purchase
accounting. The refund was in the form of a credit on distribution fee billings.

While the refund was provided to REPs, the intent was that it be passed through by REPs to end-use
retail consumers, and only those REPs that agreed to do so received their portion of the credit. Funds allocated
to those REPs that did not agree to pass on the refunds were redistributed to the other customers served by
REPs agreeing to pass on the refunds to ensure that the entire $72 million was refunded. To qualify, a retail
customer must have been an electricity customer in the Oncor territory during December 2007 and still be
served at the same location by a REP that agreed to pass on the refund. Commercial and industrial customers
also received a portion of the $72 million refund, although it was based on their individual usage during
calendar year 2007.

Rate Case, Advanced Metering Deployment Surcharge Case and Competitive Renewable Energy Zones
— See discussion of these major initiatives below under ‘“— Regulation and Rates.”

Key Risks and Challenges

Following is a discussion of key risks and challenges facing management and the initiatives currently
underway to manage such challenges.

Rates and Cost Recovery

The rates assessed by Oncor are regulated by the PUCT and certain cities and are subject to regulatory
rate-setting processes and annual earnings oversight. This regulatory treatment does not provide any assurance
as to achievement of earnings levels. Oncor’s rates are regulated based on an analysis of Oncor’s costs and
capital structure, as reviewed and approved in a regulatory proceeding. While rate regulation is premised on
the full recovery of prudently incurred costs and a reasonable rate of return on invested capital, there is no
assurance that the PUCT will judge all of Oncor’s costs to have been prudently incurred, that the PUCT will
not reduce the amount of invested capital included in the capital structure that Oncor’s rates are based upon or
that the regulatory process in which rates are determined will always result in rates that produce full recovery
of Oncor’s costs.

As part of a stipulation approved by the PUCT, Oncor filed a rate case with the PUCT (Docket
No. 35717) and 204 cities in June 2008, based on a test year ended December 31, 2007. A hearing on the
merits concluded in February 2009. Resolution of Oncor’s proposed rate increase is expected to occur in
summer 2009. Upon such resolution any resulting rate changes will commence. Oncor cannot predict the
outcome of this or any rate case or its effect on its results of operations or cash flows.

In 2005, the Texas Legislature passed legislation that authorized electric utilities to impose a surcharge to
recover costs incurred in deploying advanced metering and meter information networks. In 2007, the PUCT
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issued its advanced metering rule to implement this legislation. This rule outlined the minimum required
functionality for an electric utility’s advanced metering systems to qualify for cost recovery under a surcharge.
In May 2008, Oncor filed with the PUCT (Docket No. 35718) a description and request for approval of its
proposed advanced metering system deployment plan and its proposed surcharge for the recovery of its
estimated future investment for advanced metering deployment. An order approving the settlement was issued
by the PUCT in August 2008 and became final in September 2008. Oncor began billing the advanced metering
surcharge in the January 2009 billing month cycle. Oncor may, through subsequent reconciliation proceedings,
request recovery of additional costs that are reasonable and necessary. While there is a presumption that costs
spent in accordance with a plan approved by the PUCT are reasonable and necessary, any costs that are found
not to have been spent or properly allocated, or not to be reasonable or necessary, must be refunded.

Prior to the PUCT issuance of rules for minimum required functionality for advanced metering systems,
Oncor installed approximately 600,000 automated meters in its service territory at a capital cost of
approximately $125 million. These meters are not part of the surcharge request, and Oncor is seeking recovery
of the costs of these meters in its general rate case discussed above.

See “— Regulation and Rates” below for more detail regarding these regulatory proceedings.

Technology Initiatives

Oncor continues to invest in technology initiatives that include development of a modernized grid through
the replacement of existing meters with advanced digital metering equipment and development of advanced
digital communication, data management, real-time monitoring and outage detection capabilities. This modern-
ized grid is expected to produce electricity service reliability improvements and provide the potential for
additional products and services from REPs that will enable businesses and consumers to better manage their
electricity usage and costs.

In May 2008, Oncor acquired a vendor’s existing BPL-based “Smart Grid” network assets in Oncor’s
service territory for $90 million in cash. These network assets include BPL equipment and technology such as
fiber optics, embedded sensors and software analytics that are intended to enable Oncor to better monitor its
electricity distribution network over up to one-sixth of its service territory. The network assets also included
certain finished goods inventory and additional components. As part of the transaction, Oncor agreed to
purchase software licenses and maintenance and operation services for a three-year period for approximately
$35 million, including $25 million paid at the closing of the transaction. In addition, Oncor may, at its option,
purchase additional equipment and utilize additional services from the vendor that would allow Oncor to
expand the BPL network to up to one-half of its service territory.

Risks to these programs include nonperformance by equipment and service providers, failure of the
technology to meet performance expectations and inadequate cost recovery allowances by regulatory authori-
ties. Oncor is implementing measures to mitigate these risks, but there can be no assurance that these
technology initiatives will achieve the operational and financial objectives.

Application of Critical Accounting Policies

Oncor’s significant accounting policies are discussed in Note 1 to Financial Statements. Oncor follows
accounting principles generally accepted in the US. Application of these accounting policies in the preparation
of Oncor’s consolidated financial statements requires management to make estimates and assumptions about
future events that affect the reporting of assets and liabilities at the balance sheet dates and revenues and
expenses during the periods covered. The following is a summary of certain critical accounting policies of
Oncor that are impacted by judgments and uncertainties and under which different amounts might be reported
using different assumptions or estimation methodologies.

Purchase Accounting

The Merger was accounted for under purchase accounting, whereby the purchase price of the transaction
was allocated to EFH Corp.’s identifiable assets acquired and liabilities assumed based upon their fair values.
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The estimates of the fair values recorded were determined based on the principles in SFAS 157 and reflect
significant assumptions and judgments. For Oncor, the realization of its assets and settlement of its liabilities
are largely subject to cost-based regulatory rate-setting processes. Accordingly, the historical carrying values
of a majority of its assets and liabilities are deemed to represent fair values. See discussions in Note 2 to
Financial Statements regarding adjustments to the carrying values of a regulatory asset and related long-term
debt.

The excess of the purchase price over the estimated fair values of the net assets acquired was recorded as
goodwill. The goodwill amount recorded at EFH Corp. totaled $23.2 billion as a result of purchase accounting,
of which $4.9 billion was assigned to Oncor. The assignment of goodwill was based on the relative estimated
enterprise value of Oncor’s operations as of the date of the Merger using discounted cash flow methodologies.
In accordance with SFAS 142, goodwill is not amortized to net income, but is required to be tested for
impairment at least annually.

In the fourth quarter of 2008, Oncor recorded a goodwill impairment charge of $860 million. The
impairment is Oncor’s best estimate and subject to change upon finalization of fair value calculations which
will be completed in connection with our Form 10-Q for the first quarter of 2009. See discussion immediately
below under “— Impairment of Long-Lived Assets.”

Impairment of Long-Lived Assets

Oncor evaluates long-lived assets (including intangible assets with finite lives) for impairment in
accordance with SFAS 144 whenever events or changes in circumstances indicate that an impairment may
exist. The determination of the existence of these and other indications of impairment involves judgments that
are subjective in nature and may require the use of estimates in forecasting future results and cash flows.

Goodwill is required to be tested for impairment at least annually or whenever events or changes in
circumstances indicate an impairment may exist. Oncor tests goodwill for impairment on October 1st each
year. Under this SFAS 142 goodwill impairment analysis, if at the assessment date Oncor’s carrying value
exceeds its estimated fair value (enterprise value), the estimated enterprise value is compared to the estimated
fair values of Oncor’s operating assets (including identifiable intangible assets) and liabilities at the assessment
date, and the resultant implied goodwill amount is compared to the recorded goodwill amount. Any excess of
the recorded goodwill amount over the implied goodwill amount is written off as an impairment charge.

The determination of enterprise value involves a number of assumptions and estimates. Oncor uses a
combination of three fair value inputs to estimate enterprise values of its reporting units: internal discounted
cash flow analyses (income approach), comparable company equity values and any recent pending and/or
completed relevant transactions. The income approach involves estimates of future performance that reflect
assumptions regarding, among other things, the discount rate, or weighted average cost of capital. The
determination of the discount rate takes into consideration the capital structure, debt ratings and current debt
yields of comparable companies as well as an estimate of return on equity that reflects historical market
returns and current market volatility for the industry. Enterprise value estimates based on comparable company
equity values involve using trading multiples of EBITDA of those selected companies to derive appropriate
multiples to apply to Oncor’s EBITDA. This approach requires an estimate, using historical acquisition data,
of an appropriate control premium to apply to the values calculated from such multiples. Critical judgments
include the selection of comparable companies and the weighting of the three value inputs in developing the
best estimate of enterprise value.

See Note 3 to Financial Statements for a discussion of the $860 million goodwill impairment charge
recorded in the fourth quarter of 2008. The charge is not deductible for income tax-related purposes. The
impairment primarily arises from the dislocation in the capital markets that has increased interest rate spreads
and the resulting discount rates used in the income approach and in the trading multiples of comparable
companies and the effect of recent declines in market values of debt and equity securities of comparable
companies.
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Revenue Recognition

Oncor’s revenue includes an estimate for electricity delivery services provided from the meter reading
date to the end of the period (unbilled revenue). Unbilled revenue is based on actual daily revenues for the
most recent period, adjusted for weather and other measurable factors that affect consumption, applied to the
number of unmetered days through the end of the period. Accrued unbilled revenues totaled $140 million,
$137 million and $118 million at December 31, 2008, 2007 and 2006, respectively.

Accounting for the Effects of Income Taxes

In connection with the Merger, Oncor, Oncor Holdings and EFH Corp. entered into a tax sharing
agreement (amended in November 2008 to include Texas Transmission and Investment LLC due to the sale of
minority interests by Oncor), retroactive to January 1, 2007. The tax sharing agreement provides for the
allocation of amounts related to income taxes to each of Oncor Holdings and Oncor substantially as if these
entities were stand-alone corporations and requires payments to EFH Corp. and the minority interest holders
determined on that basis (without duplication for any income taxes paid by a subsidiary of Oncor Holdings).
The tax sharing agreement did not have a material effect on expense amounts recorded in 2007 as compared
to income tax expense in 2006.

Oncor became a partnership for US federal income tax purposes effective with the minority interests sale
transactions in November 2008. Accordingly, while partnerships are not subject to income taxes, in consider-
ation of the tax sharing agreement and the presentation of Oncor’s financial statements as an entity subject to
cost-based regulatory rate-setting processes, with such costs historically including income taxes, the financial
statements present amounts determined under the tax sharing agreement as “provision in lieu of income taxes”
and “liability in lieu of deferred income taxes” for periods subsequent to the minority interests sale. Such
amounts are determined in accordance with the provisions of SFAS 109 and FIN 48 and thus differences
between the book and tax bases of assets and liabilities are accounted for as if Oncor was a stand-alone
corporation. Certain provisions of SFAS 109 provide that regulated enterprises are permitted to recognize
deferred taxes as regulatory tax assets or tax liabilities if it is probable that such amounts will be recovered
from, or returned to, customers in future rates.

Oncor’s expense amounts related to income taxes and related balance sheet amounts are recorded pursuant
to Oncor’s tax sharing agreement as discussed above. Recording of such amounts involves significant
management estimates and judgments, including judgments and estimates of the timing and probability of
recognition of income and deductions by taxing authorities. In assessing the likelihood of realization of assets
related to income taxes, management considers estimates of the amount and character of future taxable
income. Actual amounts related to income taxes could vary from estimated amounts due to the future impacts
of various items, including changes in income tax laws, Oncor’s forecasted financial condition and results of
operations in future periods, as well as final review of filed tax returns by taxing authorities. EFH Corp.’s
income tax returns are regularly subject to examination by applicable tax authorities. In management’s opinion,
an adequate reserve has been made for any future amounts that may be owed as a result of any examination.

FIN 48 provides interpretive guidance for accounting for uncertain tax positions, and as discussed in
Note 6 to the Financial Statements, Oncor adopted this new standard January 1, 2007, and the effects of the
standard are reflected in amounts recorded under the tax sharing agreement. Also see Note 7 to Financial
Statements.

Depreciation

As discussed above, the historical carrying values of the transmission and distribution utility assets subject
to regulated rate recovery were deemed to represent fair values in purchase accounting. Depreciation expense
for such assets totaled $330 million, $298 million and $301 million in 2008, 2007 and 2006, respectively, or
2.8% of carrying value in each of 2008, 2007 and 2006.
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Regulatory Assets

The financial statements at December 31, 2008 and 2007 reflect total regulatory assets of $2.071 billion
and $1.593 billion, respectively. These amounts include $865 million and $967 million, respectively, of
generation-related regulatory assets recoverable by securitization (transition) bonds as discussed immediately
below. Rate regulation is premised on the full recovery of prudently incurred costs and a reasonable rate of
return on invested capital. The assumptions and judgments used by regulatory authorities continue to have an
impact on the recovery of costs, the rate earned on invested capital and the timing and amount of assets to be
recovered by rates. See Note 8 to Financial Statements for more information regarding regulatory assets and
liabilities.

Generation-related regulatory asset stranded costs arising prior to the 1999 Restructuring Legislation
became subject to recovery through issuance of $1.3 billion principal amount of transition bonds in accordance
with a regulatory financing order. The carrying value of the regulatory asset upon final issuance of the bonds
in 2004 represented the projected future cash flows to be recovered from REPs by Oncor through revenues as
a transition charge to service the principal and fixed rate interest on the bonds. The regulatory asset is being
amortized to expense in an amount equal to the transition charge revenues being recognized. As discussed in
Note 2 to Financial Statements, the regulatory asset and related transition bonds were adjusted to fair value on
the date of the Merger in accordance with purchase accounting rules.

Other regulatory assets that Oncor believes are probable of recovery, but are subject to review and
possible disallowance, totaled $913 million at December 31, 2008. These amounts consist primarily of
employee retirement costs and storm-related service recovery costs.

Defined Benefit Pension Plans and OPEB Plans

Oncor is a participating employer in the EFH Retirement Plan, a defined benefit pension plan sponsored
by EFH Corp. Oncor also participates with EFH Corp. and certain other subsidiaries of EFH Corp. to offer
certain health care and life insurance benefits to eligible employees and their eligible dependents upon the
retirement of such employees. Reported costs of providing noncontributory pension and OPEBs are dependent
upon numerous factors, assumptions and estimates.

Benefit costs are impacted by actual employee demographics (including but not limited to age,
compensation levels and years 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 projected benefit obligation.
Changes made to the provisions of the plans may also impact current and future benefit costs. Fluctuations in
actual equity market returns as well as changes in general interest rates may result in increased or decreased
benefit costs in future periods.

35



Changes in benefit obligations associated with factors discussed above may not be immediately
recognized in the financial statements, but recognized in future years over the remaining average service
period of plan participants. As such, significant portions of benefit costs recorded in any period may not
reflect the actual level of cash benefits provided to plan participants. Pension and OPEB costs as determined

under applicable accounting rules are summarized in the following table:

Successor Predecessor
Period from Period from
October 11, January 1,
2007 2007
Year Ended through through Year Ended
December 31, December 31, October 10, December 31,
2008 2007 2007 2006
Pension costs under SFAS 87 . . .. ... ............... $ 15 $ 3 $ 21 $ 41
OPEB costs under SFAS 106 . . .. ....... ... ... ...... 44 9 50 61
Total benefit costs . . . ........... .. .. .. .. ... ... 59 12 71 $102
Less amounts deferred principally as a regulatory asset or
PIODPEILY . o o e e e e e e e 42) (8) (43) (84)
Net amounts recognized as expense. . . ............. 17 4 $ 28 $ 18
Discountrates . ......... ...t 6.55% 6.45% 5.90% 5.75%
Funding of pension and OPEB plans. . ............... $ 77 $ 6 $ 30 $ 28

Regulatory Recovery of Pension and OPEB Costs — In 2005, an amendment to PURA relating to EFH
Corp.’s pension and OPEB costs was enacted by the Texas Legislature. This amendment, which was
retroactively effective January 1, 2005, provides for the recovery by Oncor of pension and OPEB costs for all
applicable former employees of the regulated predecessor integrated electric utility. In addition to Oncor’s
active and retired employees, these former employees largely include active and retired personnel engaged in
TCEH’s activities, related to service of those additional personnel prior to the deregulation and disaggregation
of EFH Corp.’s business effective January 1, 2002. Accordingly, Oncor and TCEH entered into an agreement
whereby Oncor assumed responsibility for applicable pension and OPEB costs related to those personnel.

The amendment additionally authorizes Oncor to establish a regulatory asset or liability for the difference
between the amounts of pension and OPEB costs approved in current billing rates and the actual amounts that
would otherwise have been recorded as charges or credits to earnings. Accordingly, in 2005 Oncor began
deferring (principally as a regulatory asset or property) additional pension and OPEB costs consistent with the
amendment. Amounts deferred are ultimately subject to regulatory approval.

Presentation and Analysis of Results

Management’s discussion and analysis of results of operations and cash flows has been prepared by
analyzing the results of operations and cash flows of the Successor for the year ended December 31, 2008 on
a stand-alone basis, by comparing the results of operations and cash flows of the Successor for the period
October 11, 2007 through December 31, 2007 to the results of operations and cash flows of the Predecessor
for the three months ended December 31, 2006 and by comparing the results of operations and cash flows of
the Predecessor for the period January 1, 2007 through October 10, 2007 to the results of operations and cash
flows of the Predecessor for the nine months ended September 30, 2006. Certain volumetric and statistical
data for 2007 have been presented as of and for the nine months ended September 30, 2007 and as of and for
the three months ended December 31, 2007. Such volumetric and statistical data are measured and reported on
a monthly, quarterly and annual basis. The Successor and Predecessor periods relate to periods after the
Merger and before the Merger, respectively, and are presented separately due to the change in basis of
presentation as a result of the application of purchase accounting for the Merger.

See Note 1 to Financial Statements for discussion of presentation of amounts related to income taxes.
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Results of Operations

Financial Results

Successor Predecessor
Period from Period from
October 11, January 1,
2007 2007 Three Months Nine Months
Year Ended through through Ended Ended
December 31, December 31, October 10, December 31, September 30,
2008 2007 2007 2006 2006
Operating revenues:
Affiliated. . .. .................. $1,000 $209 $ 823 $243 $ 896
Nonaffiliated . .. ................ 1,580 324 1,144 332 978
Total operating revenues . ........ 2,580 533 1,967 575 1,874
Operating expenses:
Operation and maintenance . ........ 852 200 649 197 607
Depreciation and amortization . . . .. .. 492 96 366 117 359
Provision for/in lieu of income taxes. . . 195 25 150 21 135
Taxes other than amounts related to
income taxes . ................ 391 87 305 105 297
Total operating expenses . ........ 1,930 408 1,470 440 1,398
Operating income. . . .. ............. 650 125 497 135 476
Other income and deductions:
Impairment of goodwill (Note 3) ... .. 860 — — — —
Otherincome. .................. 45 11 3 — 2
Other deductions . ............... 25 8 30 12 15
Nonoperating provision for/in lieu of
income taxes . ................ 26 6 9 3 11
Interest income . .................. 45 12 44 15 43
Interest expense and related charges
(Note 19). .. ... .. ... ...... 316 _70 242 3 213
Net income (loss). . . ............... $ (487) $ 64 $ 263 $ 62 $ 282
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Operating Data

Successor Predecessor
Three Months Nine Months Three Months Nine Months
Year Ended Ended Ended Ended Ended
December 31, December 31, September 30, December 31, September 30,
2008 2007 2007 2006 2006
Operating statistics — volumes:
Electric energy delivered (GWh). . . . 107,672 24,622 81,523 23,618 83,480
Reliability statistics(a):
System Average Interruption
Duration Index (SAIDI)
(nonstorm) . .. ..... .. ... ... 85.4 77.9 79.2 79.1 78.3
System Average Interruption
Frequency Index (SAIFI)
(nonstorm) . .. ... ... 1.1 1.1 1.1 1.2 1.2
Customer Average Interruption
Duration Index (CAIDI)
(nonstorm) . .. ... ... 74.7 70.6 69.5 67.5 67.3
Electric points of delivery (end of
period and in thousands):
Electricity distribution points of
delivery (based on number of
MELETS) . o v v e et ie e e 3,123 3,093 3,087 3,056 3,051
Successor Predecessor
Period from Period from
October 11, January 1, 2007  Three Months Nine Months
Year Ended 2007 through through Ended Ended
December 31, December 31, October 10, December 31, September 30,
2008 2007 2007 2006 2006
Operating revenues:
Electricity distribution revenues(b):
Affiliated (TCEH) . . ........... $ 998 $208 $ 821 $243 $ 894
Nonaffiliated. . . ... ........... 1,264 257 921 264 782
Total distribution revenues . . . . . 2,262 465 1,742 507 1,676
Third-party transmission revenues. . . . 280 60 199 60 176
Other miscellaneous revenues. . . . . .. 38 8 26 8 22
Total operating revenues . . . . . . . $2,580 $533 $1,967 $575 $1,874

(a) SAIDI is the average number of minutes electric service is interrupted per consumer in a year. SAIFI is
the average number of electric service interruptions per consumer in a year. CAIDI is the average duration
in minutes per electric service interruption in a year. The statistics presented are based on the preceding

twelve months’ data.

(b) Includes transition charge revenue associated with the issuance of securitization bonds totaling $140 million
for the year ended December 31, 2008, $29 million for the period October 11, 2007 through December 31,
2007, $116 million for the period January 1, 2007 through October 10, 2007, $34 million for the three
months ended December 31, 2006 and $117 million for the nine months ended September 30, 2006. Also
includes disconnect/reconnect fees and other discretionary revenues for services requested by REPs.

Financial Results — 2008

Successor Period — Year Ended December 31, 2008

Operating revenues for 2008 of $2.6 billion reflected rate increases approved in 2006 and 2007 to recover

ongoing investment in the transmission system and growth in points of delivery.
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Operation and maintenance expense for 2008 totaled $852 million, which included approximately
$339 million in fees paid to other transmission providers. The balance of the costs consisted largely of
employee and contractor costs to maintain and repair the transmission and distribution assets, including
vegetation management, as well as administrative and general salaries and benefits and outsourced service
provider costs.

Depreciation and amortization expense for 2008 of $492 million reflected ongoing investments in
property, plant and equipment and included $145 million of ongoing regulatory asset amortization for which
there are related revenues from transition charge billings.

Taxes other than amounts related to income taxes for 2008 totaled $391 million, which included
$255 million in local franchise fees and $125 million in property taxes.

See Note 3 to Financial Statements for a discussion of the $860 million goodwill impairment charge
recorded in the fourth quarter of 2008.

Other income for 2008 totaled $45 million, which included $44 million of accretion for an adjustment
(discount) to regulatory assets resulting from purchase accounting. Other deductions for 2008 totaled
$25 million, which included $13 million in costs associated with the 2006 cities rate settlement. See Note 19
to Financial Statements for details of other income and deductions.

Provision for/in lieu of income taxes for 2008 totaled $221 million on a loss (including $195 million
related to operating income and $26 million related to nonoperating income). Excluding the impacts of the
non-deductible goodwill impairment, the effective rate on pretax income was 37.2%. The 37.2% effective rate
as compared to the 35.0% statutory rate reflected state income taxes and the non-deductibility of losses on
certain benefit plans partially offset by the amortization of investment tax credits. See Note 7 for reconciliation
of the effective rate to the US federal statutory rate.

Interest income for 2008 totaled $45 million, which essentially consisted of interest income from TCEH
with respect to Oncor’s generation-related regulatory assets securitized through the issuance of transition bonds
by Oncor’s bankruptcy-remote financing subsidiary.

Interest expense and related charges for 2008 totaled $316 million, which reflected $5.363 billion in
average borrowings at an average rate of 5.86%.

Net loss for 2008 totaled $487 million.

Financial Results — 2007 and 2006

Successor Period from October 11, 2007 through December 31, 2007, Compared to the Three Month Prede-
cessor Period Ended December 31, 2006

Operating revenues decreased $42 million, or 7%, to $533 million in 2007. The ten fewer days in the
2007 period resulted in $67 million in lower revenues. This decrease was partially offset by increased
distribution tariffs to recover higher transmission costs, higher transmission revenues primarily due to rate
increases to recover ongoing investment in the transmission system, the effect of weather-driven higher
average electricity consumption and the impact of growth in points of delivery.

Operation and maintenance expense increased $3 million, or 2%, to $200 million in 2007. The increase
reflected higher incentive pay and benefits expense in 2007, higher fees paid to other transmission entities and
higher vegetation management expenses, largely offset by $23 million in lower costs attributable to the ten
fewer days in the 2007 period.

Depreciation and amortization decreased $21 million, or 18%, to $96 million in 2007. The ten fewer days
in the 2007 period resulted in $12 million in lower costs.

Taxes other than amounts related to income taxes decreased $18 million, or 17%, to $87 million in 2007.
The ten fewer days in the 2007 period resulted in $10 million in lower costs, and property taxes decreased
reflecting lower tax rates as a result of enactment of the Texas margin tax. Included in this line item are local
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franchise fees resulting from the 2006 cities rate settlement totaling $2 million for the period October 11,
2007 through December 31, 2007 and $1 million for the three months ended December 31, 2006.

Other income in 2007 totaled $11 million, which included $10 million of accretion for an adjustment
(discount) to regulatory assets resulting from purchase accounting. Other deductions totaled $8 million and
$12 million in 2007 and 2006, respectively, which included costs associated with the 2006 cities rate
settlement of $6 million and $7 million, respectively.

The provision for income taxes in 2007 totaled $31 million (including $25 million related to operating
income and $6 million related to nonoperating income) and the effective rate was 32.6%. The provision for
income taxes in 2006 totaled $24 million and the effective rate was 27.9%. The increased rate primarily
reflected adjustments to state income tax expense recorded in the 2006 period related to prior period state
franchise tax returns.

Interest income decreased $3 million, or 20%, to $12 million in 2007. The ten fewer days in the 2007
period resulted in $2 million in lower interest income and contractual reimbursements from TCEH for
transition bond interest expense declined as a result of the declining balance of such bonds.

Interest expense and related charges decreased by $3 million, or 4%, to $70 million in 2007. The ten
fewer days in the 2007 period resulted in $9 million in lower expense. This decrease was largely offset by
$5 million from higher average borrowings, largely to support the ongoing capital investment in the business,
and $1 million from higher average interest rates.

Net income totaled $64 million in 2007 and $62 million in 2006.

Predecessor Period from January 1, 2007 through October 10, 2007 Compared to the Nine Month Predeces-
sor Period Ended September 30, 2006

Operating revenues increased $93 million, or 5%, to $1.967 billion in 2007. Of this increase, $67 million
was attributed to the ten additional days in the 2007 period. The balance of the revenue increase reflected:

* $18 million from increased distribution tariffs to recover higher transmission costs, and

* $16 million in higher transmission revenues primarily due to rate increases approved in 2006 and 2007
to recover ongoing investment in the transmission system,

partially offset by,

* $9 million effect of lower average consumption due in part to cooler, below normal summer weather in
2007 and hotter than normal weather in 2006, net of the impact of increased points of delivery, and

* lower charges to REPs related to securitization bonds (offset by lower amortization of the related
regulatory asset).

Operation and maintenance expense increased $42 million, or 7%, to $649 million in 2007. Of this
increase, $23 million was attributed to the ten additional days in the 2007 period. The balance of the increase
reflected $19 million in higher fees paid to other transmission entities, higher labor-related costs due to timing
of equipment installation activities and expenses related to the rebranding of the Oncor Electric Delivery
Company name, partially offset by lower vegetation management expenses.

Depreciation and amortization increased $7 million, or 2%, to $366 million in 2007 which was primarily
due to the ten additional days in 2007 and ongoing investments in property, plant and equipment, partially
offset by lower amortization of the regulatory assets associated with the securitization bonds (offset in
revenue).

Taxes other than amounts related to income taxes increased $8 million, or 3%, to $305 million in 2007.
The increase reflected $10 million attributed to the ten additional days in the 2007 period, partially offset by
lower property taxes reflecting lower property tax rates as a result of the enactment of the Texas margin tax.
Included in franchise and revenue-based taxes are local franchise fees resulting from the 2006 cities rate
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settlement totaling $6 million for the period January 1, 2007 through October 10, 2007 and $4 million for the
nine months ended September 30, 2006.

Other income totaled $3 million in 2007 and $2 million in 2006. Other deductions totaled $30 million in
2007 and $15 million in 2006. The increase in other deductions was primarily due to higher costs associated
with the 2006 cities rate settlement.

The provision for income taxes was $159 million in 2007 (including $150 million related to operating
income and $9 million related to nonoperating income) compared to $146 million in 2006 (including
$135 million related to operating income and $11 million related to nonoperating income). The effective rate
increased to 37.7% in 2007 from 34.1% in 2006. The increased rate was driven by higher taxes under the
Texas margin tax, higher interest accrued related to uncertain tax positions and the effect of full amortization
prior to 2007 of a regulatory liability associated with statutory tax rate changes.

Interest expense increased $29 million, or 14%, to $242 million in 2007. Of this increase, $9 million was
due to the ten additional days in the 2007 period. The balance of the increase reflected $14 million due to
higher average borrowings, largely to support ongoing capital investment in the business, and $5 million due
to higher average interest rates.

Net income decreased $19 million, or 7%, to $263 million. This decrease was driven by higher costs
associated with the 2006 cities rate settlement and a decline in delivered volumes due to lower average
electricity consumption.

Other Comprehensive Income

In September 2008, Oncor entered into interest rate swap transactions hedging the variability of treasury
bond rates used to determine the interest rates on an anticipated issuance of an aggregate of $1.0 billion of
senior secured notes maturing from 2013 to 2018. The hedges were terminated the same day, and $2 million
in after-tax losses were recorded as other comprehensive income.

After tax losses of $1 million for the period January 1, 2007 through October 10, 2007 and $2 million for
the year ended December 31, 2006 were recognized in net income related to settled cash flow hedges (variable
to fixed interest rate swaps). All amounts included in accumulated other comprehensive income as of
October 10, 2007, which totaled $18 million in net losses, were eliminated as part of purchase accounting.
Oncor has used derivative financial instruments that were effective in offsetting future cash flow variability
related to interest rates; these consisted of interest rate swaps entered into to hedge variable rate debt. Amounts
in accumulated other comprehensive income included the value of dedesignated and terminated cash flow
hedges at the time of such dedesignation/termination, less amounts reclassified to net income as the original
hedged transactions were actually settled and affected net income.
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Financial Condition
Liquidity and Capital Resources

Cash Flows — Cash flows from operating, financing and investing activities included:

Successor Predecessor

Period from | Period from
October 11, | January 1,

2007 2007 Three Months Nine Months
Year Ended through through Ended Ended
December 31, December 31, [ October 10, December 31, September 30,
2008 2007 2007 2006 2006

Cash flows — operating activities
Net income (loss) .. ................ $(487) $ 64 $ 263 $ 62 $ 282

Adjustments to reconcile net income to
cash provided by operating activities:

Depreciation and amortization . . .. . .. 451 95 366 116 357
Provision for/in lieu of deferred income

taxes—mnet . ... 163 71 21 (6) 33
Amortization of investment tax

credits . . ... ... L. 5) (H @) (1) @)
Impairment of goodwill . . .......... 860 — — — —
Other,net ...................... 6 1 6 — 8
Changes in operating assets and

liabilities . . . .................. (160) (165) 30 59 _(278)

Cash provided by operating
activities . ................ .. 828 65 682 230 398

Cash flows — financing activities
Net issuances/(repayments) of borrowings

(including advances from parent) . . . . . 440 62 214 16 511
Distributions/dividends .............. (330) — (326) (85) (255)
Decrease in income tax-related note

receivable from TCEH............. 34 9 24 9 30
Excess tax benefit on stock-based

incentive compensation . ........... 10 15 — 3) 17

Cash provided by (used in) financing
activities . .................. 154 86 (88) (63) 303
Cash flows — investing activities
Capital expenditures . ............... (882) (153) (555) (165) (675)
Other ........... ... ... . ... ...... 3 7 (23) (2) (40)
Cash used in investing activities . . . . (879) (146) (578) (167) (715)
Net change in cash and cash equivalents . . . $ 103 $ 5 $ 16 $ — $ (14)

Year Ended December 31, 2008 — Cash provided by operating activities totaled $828 million, reflecting
normal, ongoing operating activities and the $72 million refund to customers discussed under “— Business —
Significant Activities and Events.”

Capital expenditures in 2008 reflected the acquisition of a vendor’s existing BPL-based “Smart Grid”
network assets in Oncor’s service territory for $90 million. See “— Key Risks and Challenges” above for
further discussion.
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Successor Period from October 11, 2007 through December 31, 2007 compared to the Three Month
Predecessor Period Ended December 31, 2006 — Cash provided by operating activities totaled $65 million in
the 2007 period compared to $230 million in the 2006 period. The $165 million decrease reflected $113 million
in repurchases of accounts receivables previously sold (see Note 9 to Financial Statements) and $49 million
unfavorable change in accrued taxes due to the impact of implementing the tax sharing agreement.

Predecessor Period from January 1, 2007 through October 10, 2007, Compared to Nine Month
Predecessor Period Ended September 30, 2006 — Cash provided by operating activities totaled $682 million in
the 2007 period compared to $398 million in the 2006 period. The $284 million increase reflected:

* a $135 million favorable change in income taxes paid to EFH Corp. primarily due to timing of
payments in 2006 related to the 2005 income tax liability, and

* a $102 million favorable change in working capital (accounts receivable, accounts payable and
inventories) largely due to

e $42 million increase in sale of accounts receivable;

e $29 million in lower materials and supplies inventory purchases due primarily to timing of capital
expenditure projects, and

e $21 million increase in accounts payable reflecting increased use of outsourced service providers and
contractors for operation and maintenance activities.

The decrease in capital expenditures in the 2007 period compared to the 2006 period was driven by lower
new customer distribution connections and the completion of several large transmission projects.

Depreciation and amortization expense reported in the statement of consolidated cash flows is less than
the amount reported in the statement of consolidated income by $41 million for the year ended December 31,
2008. The difference represents the $44 million accretion of the adjustment (discount) to regulatory assets, net
of the $3 million amortization of debt fair value discount, both due to purchase accounting and reported in
other income and interest expense and related charges, respectively, in the statement of consolidated income.

Long-Term Debt Activity — In September 2008, Oncor issued and sold $1.5 billion aggregate principal
amount of senior secured notes, consisting of $650 million aggregate principal amount of 5.950% notes due
2013, $550 million aggregate principal amount of 6.800% notes due 2018 and $300 million aggregate
principal amount of 7.500% notes due 2038. Most of the $1.487 billion in proceeds (which is net of
underwriters’ fees and debt discounts) was used to repay borrowings under the Oncor revolving credit facility
and the remainder was used for general corporate purposes. Repayments for the year ended December 31,
2008 totaled $99 million in scheduled transition bond principal payments. See Note 11 to Financial Statements
for further information regarding long-term debt.

Available Liquidity/Credit Facilities — At December 31, 2008, Oncor had a $2.0 billion revolving credit
facility under which borrowings are available on a revolving basis through October 10, 2013. Oncor may
increase the commitments under the facility in any amount up to $500 million, subject to the satisfaction of
certain conditions. Borrowing capacity available under this credit facility totaled $1.508 billion at December 31,
2008 and $720 million at December 31, 2007. Availability increased $788 million for the twelve months ended
December 31, 2008 due to the issuance of $1.5 billion principal amount of fixed-rate senior secured notes as
described above, the net proceeds from which were used to repay credit facility borrowings, partially offset by
funding of capital investments, including the purchase of an existing BPL-based “Smart Grid” network as
discussed above under “— Key Risks and Challenges.” Cash and cash equivalents totaled $125 million at
December 31, 2008.

Under the terms of Oncor’s revolving credit facility, the commitments of the lenders to make loans to
Oncor are several and not joint. Accordingly, if any lender fails to make loans to Oncor, Oncor’s available
liquidity could be reduced by an amount up to the aggregate amount of such lender’s commitments under the
facility.
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In May 2008, Oncor secured the credit facility with a first priority lien on certain of its transmission and
distribution assets. Oncor has also secured all of its existing long-term debt securities (excluding the transition
bonds) with the same lien in accordance with the terms of those securities. The lien contains customary
provisions allowing Oncor to use the assets in its business, as well as to replace and/or release collateral as
long as the market value of the collateral is at least 115% of the aggregate secured debt. The lien may be
terminated at Oncor’s option upon the termination of Oncor’s current credit facility. See Note 10 to Financial
Statements for additional information regarding the credit facility.

Additional Financial Market Uncertainty Consideration — EFH Corp. has evaluated its investments held
in trusts, including those that will be used by Oncor to satisfy future obligations under pension and
postretirement benefit plans. The recent substantial dislocation in the financial markets has caused a significant
decline in the value of such investments, and a continuation or further disruption in the markets could be
material to Oncor. While the pension and postretirement plan investments include some subprime-related
securities, a decline in the fair value of such securities was not material to the overall decline in the plan
investment values.

Pension and OPEB Plan Funding — Pension and OPEB plan calendar year funding for Oncor is expected
to total $61 million and $18 million, respectively, in 2009. Based on the funded status of the pension plan at
December 31, 2008, EFH Corp.’s funding is expected to total approximately $665 million for the 2009-2013
period. Approximately 85% of this amount is expected to be funded by Oncor consistent with its share of the
pension liability. Contributions to the pension and OPEB plans in 2008 totaled $46 million and $31 million,
respectively.

Liquidity Needs, Including Capital Expenditures — Oncor expects capital expenditures to total approxi-
mately $875 million over the twelve months ending December 31, 2009 for investment in its transmission and
distribution infrastructure, which is consistent with its commitment to spend a minimum of $3.6 billion in
capital expenditures over the five-year period ending December 31, 2012. This excludes investments in
transmission assets to support CREZ as discussed below in “— Regulation and Rates.” See Note 4 to Financial
Statements for discussion of this and other commitments in the stipulation approved by the PUCT. In addition,
Oncor expects capital expenditures related to the CREZ Transmission Plan to total approximately $90 million
over the twelve months ending December 31, 2009.

Oncor’s primary source of liquidity aside from operating cash flows is its ability to borrow under its
revolving credit facility. The facility contains a debt-to-capital ratio covenant that effectively limits Oncor’s
ability to incur indebtedness in the future. As of December 31, 2008, Oncor was in compliance with such
covenant. The credit facility and the senior notes issued by Oncor are secured by the Deed of Trust, which
permits Oncor to secure other indebtedness with the lien of the Deed of Trust up to the amount of available
bond credits. As of December 31, 2008, the available bond credits were approximately $2.1 billion. In
connection with the Merger, Oncor also committed to the PUCT that it would maintain a regulatory capital
structure at or below the assumed debt-to-equity ratio established periodically by the PUCT for ratemaking
purposes, which is currently set at 60% debt to 40% equity.

Because its operations are capital intensive, Oncor 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,
operating cash flows or its revolving credit facility. The inability to raise capital on favorable terms or failure
of counterparties to perform under credit or other financial agreements, particularly considering the current
uncertainty in the financial markets, could impact Oncor’s ability to sustain and grow its businesses and would
likely increase capital costs that may not be recoverable through rates. Oncor expects cash flows from
operations, combined with availability under its revolving credit facility, to provide sufficient liquidity to fund
current obligations, projected working capital requirements, maturities of long-term debt and capital spending
for at least the next twelve months.
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Distributions — Oncor’s cash distributions to Oncor Holdings, an indirect wholly-owned subsidiary of
EFH Corp., and the dates distributions were declared by Oncor’s board of directors, were as follows:

Declaration Date Payment Date Amount Paid
November 13, 2008 November 14, 2008 $117
August 20, 2008 August 21, 2008 $ 78
May 14, 2008 May 15, 2008 $ 78
February 20, 2008 March 31, 2008 $ 57

The proceeds (net of closing costs) of $1.253 billion received by Oncor in November 2008 from the issuance
of equity to the investor group and the contemporaneous issuance of equity indirectly to certain members of Oncor
management were distributed to Oncor Holdings. See Note 1 to Financial Statements for additional information.

For the period beginning October 11, 2007 and ending December 31, 2012, the distributions paid by
Oncor are limited to an amount not to exceed Oncor’s net income determined in accordance with GAAP,
subject to certain defined adjustments. Such adjustments include deducting the $72 million ($46 million after-
tax) one-time refund to customers in September 2008 and removing the effect of the $860 million goodwill
impairment charge from fourth quarter 2008 net income available for distribution. See discussion above under
“— Business — Significant Activities and Events — Refund to Customers.” Distributions are further limited
by Oncor’s required regulatory capital structure, as determined by the PUCT, which is required to be at or
below the assumed debt-to-equity ratio established periodically by the PUCT for ratemaking purposes, which
is currently set at 60% debt to 40% equity. No material amount of Oncor’s net income is currently restricted
from being used to make distributions on its membership interests except for the one-time refund. The net
proceeds of $1.253 billion received from the sale of equity interests to Texas Transmission and certain
members of Oncor’s management were excluded from these distribution limitations.

In February 2009, the board of directors declared a cash distribution of between $24 million and
$26 million to be paid on March 3, 2009. The actual amount of the distribution will be determined in
accordance with the net income restrictions on such distributions.

Capitalization — The capitalization ratios of Oncor were 42.9% long-term debt, less amounts due currently,
to 57.1% membership interests as of December 31, 2008 and 32.7% to 67.3% at December 31, 2007.

Financial Covenants, Credit Rating Provisions and Cross Default Provisions — Oncor’s revolving credit
facility contains a financial covenant that requires maintenance of a specified leverage ratio. As of
December 31, 2008, Oncor was in compliance with such covenant.

Credit Ratings — The rating agencies assign issuer credit ratings for Oncor. The issuer credit ratings as of
February 20, 2009 for Oncor are BBB+ and BBB- by S&P and Fitch, respectively.

Additionally, the rating agencies assign credit ratings on certain debt securities issued by Oncor. The
credit ratings assigned for debt securities issued by Oncor as of February 20, 2009 are presented below:

Senior Secured Senior Unsecured

S&P . BBB+ BBB+
MoOOdY’S . . v Baa3 Baa3
Fitch. . .o BBB BBB-

As described in Notes 10 and 11 to Financial Statements, all of Oncor’s long-term debt is secured by a
first priority lien on certain of its transmission and distribution assets and is considered senior secured debt.
All three rating agencies have placed the ratings for Oncor on “stable outlook.”

In November 2008, Oncor sold additional equity interests resulting in an unaffiliated investor group
acquiring a 19.75% minority stake in Oncor. In connection with Oncor’s execution of the agreement, S&P
upgraded Oncor’s issuer credit rating and Oncor’s long-term debt ratings by two notches from BBB- to BBB+,
and Moody’s upgraded Oncor’s long-term debt ratings by one notch from Bal to Baa3. In conjunction with
the Moody’s upgrade, Moody’s withdrew its issuer credit rating of Bal previously assigned to Oncor. As a
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matter of practice, Moody’s does not assign issuer credit ratings for investment grade utility companies. See
Note 1 to Financial Statements for additional information on the minority interests sale.

A rating reflects only the view of a rating agency, and is not a recommendation to buy, sell or hold
securities. Ratings can be revised upward or downward at any time by a rating agency if such rating agency
decides that circumstances warrant such a change.

Material Credit Rating Covenants — Certain arrangements of Oncor, including its credit facility and
certain leases, contain terms pursuant to which the interest rates charged under the agreements may be adjusted
depending on credit ratings.

Material Cross Default Provisions — Certain financing arrangements contain provisions that may result in
an event of default if there were a failure under other financing arrangements to meet payment terms or to
observe other covenants that could or does result in an acceleration of payments due. Such provisions are
referred to as “cross default” provisions.

A default by Oncor or any subsidiary thereof in respect of indebtedness in a principal amount in excess
of $50 million may result in a cross default under its credit facility. Under this facility such a default may
cause the maturity of outstanding balances ($337 million at January 30, 2009) under such facility to be
accelerated.

Long-Term Contractual Obligations and Commitments — The following table summarizes Oncor’s
contractual cash obligations as of December 31, 2008 (see Notes 11 and 12 to Financial Statements for
additional disclosures regarding these long-term debt and noncancelable purchase obligations).

One to Three to More
Less Than Three Five Than Five

Contractual Cash Obligations One Year Years Years Years Total
Long-term debt — principal . . .. .................. $103 $221 $1,594 $3,311 $5,229
Long-term debt —interest . . ... .................. 335 655 546 2,420 3,956
Operating leases(a) ... .........ouuiiiinneeennn. 8 14 9 11 42
Obligations under outsourcing agreements(b) . ........ 50 63 — — 113
Obligations under services agreements . .. ........... 5 5 — — 10

Total contractual cash obligations(¢).............. $501 $958  $2,149 $5,742 $9,350

(a) Includes short-term noncancelable leases.
(b) See Note 15 to Financial Statements for discussion of an outsourcing agreement termination.

(c) Table does not include estimated 2009 funding of the pension and other employee postretirement benefits
plans totaling approximately $79 million. See “Pension and OPEB Plan Funding” above for additional dis-
cussion of pension plan funding.

The following contractual obligations were excluded from the table above:
» contracts between affiliated entities and intercompany debt;

¢ individual contracts that have an annual cash requirement of less than $1 million (however, multiple
contracts with one counterparty that are more than $1 million on an aggregated basis have been
included);

* contracts that are cancelable without payment of a substantial cancellation penalty, including the
construction and maintenance services contract described below;

* employment contracts with management, and

* liabilities related to uncertain tax positions totaling $122 million discussed in Note 6 to Financial
Statements as the ultimate timing of payment is not known.
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In June 2008, Oncor entered into a 10-year contract for transmission and distribution construction and
maintenance services effective for calendar years 2009 through 2018. The contract terms include pricing that
assumes minimum purchase amounts by Oncor of $300 million for each of the five two-year periods of the
contract. Purchases of less than the assumed amounts may result in lost discount payments of up to $24 million
per two-year period if such minimum levels are not met. The contract can be terminated by Oncor for
convenience or by the vendor if certain threshold spending is not achieved, subject to a wind-down payment of
up to $21 million in 2009, declining annually to $2 million at the beginning of 2018 or by either party for
cause with no wind-down payment. Termination can be for the full contract or for certain services only.
Management considers it unlikely that any material lost discount payments will be made.

Hearings on CREZ Transmission Plan proposals were held in December 2008. At a January 2009 open
meeting, the PUCT assigned approximately $1.3 billion of CREZ construction projects to Oncor. A written
order reflecting the PUCT’s decisions was signed in March 2009. Oncor expects capital expenditures related to
CREZ transmission facilities to be approximately $90 million in 2009 with additional expenditures through
2012. These amounts are not included in the table above.

If EFH Corp. defaulted in its contributions to the EFH Retirement Plan, as the plan sponsor, it is expected
that Oncor would seek to continue the plan and would be liable for any liabilities in excess of the assets of the
plan. As of December 31, 2008, the plan’s liabilities in excess of its assets (excluding Oncor’s portion) totaled
$109 million.

Guarantees — See Note 12 to Financial Statements for details of guarantees.

Off-Balance Sheet Arrangements

As of December 31, 2008, Oncor does not have any off-balance sheet arrangements with special purpose
entities or variable interest entities.

Commitments and Contingencies

See Note 12 to Financial Statements for a discussion of commitments and contingencies, including
guarantees.

Changes in Accounting Standards

See Note 1 to Financial Statements for a discussion of changes in accounting standards.

Regulation and Rates
2009 Texas Legislative Session

The Texas Legislature convened in its regular biennial session beginning January 13, 2009. The session
will conclude June 1, 2009. Oncor is actively monitoring and providing input regarding legislation that could
impact its operations. Oncor is unable to predict the outcome of the 2009 legislative process or its impact, if
any, on Oncor’s financial position, results of operations or cash flows.

Certification of REPs

In October 2008, the PUCT proposed a replacement of the rule relating to Certification of Retail Electric
Providers. The proposed new rule is expected to strengthen the certification requirements for REPSs in order to
better protect customers, transmission and distribution utilities (TDUs), and other REPs from the insolvency
and other harmful conditions and activities of REPs. The new rule would be considered a competition rule and
thus be subject to judicial review as specified in PURA. The new rule proposes, among other things, increased
creditworthiness requirements and financial reporting for REPs, additional customer protection requirements,
deposit requirements to TDUs, and regulatory asset consideration for bad debt expenses. The PUCT is
expected to finalize the new rule in the first half of 2009. Oncor cannot predict the final outcome of this
proposed rule.
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Matters with the PUCT

Stipulation Approved by the PUCT — In April 2008, the PUCT entered an order, which became final in
June 2008, approving the terms of a stipulation relating to the filing in 2007 by Oncor and Texas Holdings of
a Merger-related Joint Report and Application with the PUCT pursuant to Section 14.101 (b) of PURA and
PUCT Substantive Rule 25.75. The stipulation required the filing of a rate case by Oncor no later than July 1,
2008 based on a test year ended December 31, 2007. Oncor filed the rate case with the PUCT in June 2008.
In July 2008, Nucor Steel filed an appeal of the PUCT’s order in the 200th District Court of Travis County,
Texas. Oncor was named a defendant and intends to vigorously defend the appeal.

Rate Case — In June 2008, Oncor filed for a rate review with the PUCT (Docket No. 35717) and
204 cities, as required by the order approving the stipulation discussed above. If approved as requested, this
review would result in an aggregate annual rate increase of approximately $253 million (adjusted from
$275 million as reflected in Oncor’s initial filing), the majority of which relates to increased depreciation
expense due to capital investments and recovery of costs that have been recorded as regulatory assets. A
hearing on the merits concluded in February 2009. Resolution of Oncor’s proposed rate increase is expected to
occur in the summer of 2009.

Advanced Meter Rulemaking — In 2005, the Texas Legislature passed legislation that authorized electric
utilities to implement a surcharge to recover costs incurred in deploying advanced metering and meter
information networks. Benefits of the advanced metering installation include improved safety, on-demand
meter reading, enhanced outage identification and restoration and system monitoring of voltages. In 2007, the
PUCT issued its advanced metering rule to implement this legislation. This rule outlined the minimum
required functionality for an electric utility’s advanced metering systems to qualify for cost recovery under a
surcharge. Subsequent to the issuance of the rule, the PUCT opened an implementation proceeding for market
participants to fine-tune the rule requirements, address the impacts of advanced metering deployment on retail
and wholesale markets in ERCOT, and help ensure that retail customers receive benefits from advanced

metering deployment. The implementation proceeding is expected to conclude by the end of the first half of
2009.

Advanced Metering Deployment Surcharge Filing — In May 2008, Oncor filed with the PUCT (Docket
No. 35718) a description and request for approval of its proposed advanced metering system deployment plan
and its proposed surcharge for the recovery of its estimated future investment for advanced metering
deployment. Oncor’s plan provides for the full deployment of over three million advanced meters by the end
of 2012 to all residential and most non-residential retail electricity customers in Oncor’s service area. Oncor
installed approximately 5,000 advanced meters in a pilot program in the three months ended June 30, 2008,
and deployed approximately 35,000 additional advanced meters in the fourth quarter of 2008.

In August 2008, a settlement was reached with the majority of the parties to this surcharge filing. The
settlement includes the following major provisions (the comparisons are against amounts filed in the original
request):

e a surcharge beginning on January 1, 2009 and continuing for 11 years;
* a total revenue requirement over the surcharge period of $1.035 billion (reduced from $1.069 billion);

* estimated capital expenditures for advanced metering facilities of $686 million (reduced from
$690 million);

* related operation and maintenance expenses for the surcharge period of $153 million (increased from
$148 million);

 $28 million of additional savings (in addition to the $176 million in the original filing), and

* an advanced metering cost recovery factor of $2.21 per month per residential retail customer (reduced
from $2.29 per month) and varying from $2.42 to $5.21 per month for non-residential retail customers
(reduced from $2.49 to $5.35 per month).
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An order approving the settlement was issued by the PUCT in August 2008 and became final in
September 2008. Oncor began billing the advanced metering surcharge in the January 2009 billing month
cycle. Oncor may, through subsequent reconciliation proceedings, request recovery of additional costs that are
reasonable and necessary. While there is a presumption that costs spent in accordance with a plan approved by
the PUCT are reasonable and necessary, recovery of any costs that are found not to have been spent or
properly allocated, or not to be reasonable or necessary, must be refunded.

Prior to the PUCT issuance of rules for minimum required functionality for advanced metering systems,
Oncor installed approximately 600,000 automated meters in its service territory at a capital cost of
approximately $125 million. These meters are not part of the surcharge request, and Oncor is seeking recovery
of the incremental costs of these meters in its general rate case discussed above.

Oncor Energy Efficiency Cost Recovery Filing — In June 2008, Oncor filed with the PUCT a Request for
Approval of Energy Efficiency Cost Recovery Factor (Docket No. 35634). Oncor requested a nonbypassable
charge to be billed to REPs serving customer classes that receive services under Oncor’s energy efficiency
program. The proposed recovery factor is $0.22 per month for each residential customer and will vary for non-
residential customers. The proposed charge will allow Oncor, in a timely manner, to recover reasonable and
necessary costs incurred in administering its energy efficiency program. In October 2008, the PUCT approved
the recovery factor. Oncor began billing the surcharge in the January 2009 billing month cycle.

Transmission Rates — In order to recover increases in its transmission costs, including fees paid to other
transmission service providers, Oncor is allowed to request an update twice a year to the transmission cost
recovery factor (TCRF) component of its retail delivery rate charged to REPs. In January 2009, an application
was filed to increase the TCRF, which was administratively approved in February 2009 and became effective
March 1, 2009. This increase is expected to increase annualized revenues by $16 million.

In February 2008, Oncor filed an application for an interim update of its wholesale transmission rate. The
PUCT approved Oncor’s application in April 2008, and the new rate went into effect immediately. Annualized
revenues are expected to increase by approximately $39 million. Approximately $25 million of this increase is
recoverable through transmission rates charged to wholesale customers, and the remaining $14 million is
recoverable from REPs through the TCRF component of Oncor’s delivery rates charged to REPs as discussed
immediately above. With the pending rate case discussed above, Oncor has not filed for an interim update of
its wholesale transmission rate in 2009.

Competitive Renewable Energy Zones (CREZ) — In the first quarter of 2007, the PUCT initiated a docket
to identify the transmission facilities necessary to interconnect future renewable energy generating facilities.
As part of the docket, the PUCT considered which zones would contain the best renewable energy sources. In
July 2007, the PUCT voted to designate zones with generation potential of over 20,000 MW. In July 2008, the
PUCT approved a plan for the construction of transmission facilities with an estimated cost of $4.9 billion to
accommodate over 18,000 MW of wind capacity.

In September 2008, parties interested in the construction and operation of CREZ transmission facilities
filed CREZ Transmission Plans. Oncor and several other ERCOT utilities filed a joint CREZ Transmission
Plan, which includes the joint parties’ plans to construct and operate all of the CREZ transmission facilities.
Hearings on the CREZ Transmission Plan proposals were held in December 2008. At a January 2009 open
meeting, the PUCT assigned approximately $1.3 billion of CREZ construction projects to Oncor. A written
order reflecting the PUCT’s decisions was signed in March 2009. The cost estimates for the CREZ
construction projects are based upon analyses prepared by ERCOT. Oncor anticipates completing the necessary
permitting actions and other requirements and all construction activities so that its CREZ Transmission Plan
may be implemented consistent with the PUCT’s assignment. The PUCT’s assignment calls for construction to
be completed in 2012.
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Summary

Oncor cannot predict future regulatory or legislative actions or any changes in economic and securities
market conditions. Such actions or changes could significantly alter its basic financial position, results of
operations or cash flows.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS

None.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

Market risk is the risk that Oncor may experience a loss in value as a result of changes in market
conditions such as interest rates, to which Oncor is exposed in the ordinary course of business. Oncor may
transact in financial instruments to hedge interest rate risk related to its indebtedness. All of Oncor’s long-term
debt at December 31, 2008 and 2007 carried fixed interest rates.

Expected Maturity Date Successor

2008 2008 2007 2007
Total Total Total Total
Carrying Fair Carrying Fair
2009 2010 2011 2012 2013 Thereafter Amount Value Amount Value

(Millions of dollars, except percentages)

Long-term debt (including current

maturities)
Fixed rate debt amount(a) . ... $103 $108 $113 $819 $775 $3,311 $5,229  $4,990  $3,828  $3,948
Average interest rate . ... .. 4.02% 4.75% 4.86% 6.16% 5.85% 6.79% 6.41% — 6.28% —

(a) Excludes unamortized premiums and discounts. See Note 11 to Financial Statements for a discussion of
changes in debt obligations.

Credit Risk

Credit Risk — Credit risk relates to the risk of loss associated with nonperformance by counterparties.
Oncor’s customers consist primarily of REPs. As a prerequisite for obtaining and maintaining certification, a
REP must meet the financial resource standards established by the PUCT. Meeting these standards does not
guarantee that a REP will be able to perform its obligations. REP certificates granted by the PUCT are subject
to suspension and revocation for significant violation of PURA and PUCT rules. Significant violations include
failure to timely remit payments for invoiced charges to a transmission and distribution utility pursuant to the
terms of tariffs approved by the PUCT. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Regulation and Rates” above regarding a proposed REP certification rule.

Credit Exposure — Oncor’s exposure to credit risk associated with accounts receivable totaled approxi-
mately $147 million from affiliates, of which approximately $135.3 million consisted of trade accounts
receivable from TCEH and approximately $11.3 million consisted of intercompany affiliate receivables, and
$224 million from nonaffiliated customers as of December 31, 2008. The nonaffiliated customer receivable
amount is before the allowance for uncollectible accounts, which totaled $7 million at December 31, 2008,
and consists almost entirely of noninvestment grade trade accounts receivable. As of December 31, 2008,
Oncor has a customer with two subsidiaries who collectively represent 12% of the nonaffiliated trade accounts
receivable amount. Oncor views exposure to this customer to be within an acceptable level of risk tolerance
considering PUCT rules and regulations; however, this concentration increases the risk that a default would
have a material effect on Oncor’s net income and cash flows.
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Oncor is also exposed to credit risk associated with the note receivable from TCEH totaling $289 million
($35 million reported as current in trade accounts and other receivables from affiliates) at December 31, 2008
(see Note 18 to Financial Statements for additional information).

DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Directors

The names of Oncor’s directors and information about them, as furnished by the directors themselves, are
set forth below:
Served As

Director
Name Age Since Business Experience

Nora Mead Brownell(1). . .............. 61 2007 Nora Mead Brownell has served as a
Director of Oncor since October 2007.
Following her service as a Commissioner of
the FERC from May 2001 to June 2006,
Ms. Brownell founded BC Strategies, an
energy consulting firm. She served on the
Pennsylvania Public Utility Commission
from 1997 until she became a FERC
Commissioner. Ms. Brownell serves on the
boards of directors of Comverge Inc., an
energy technology company, Spectra Energy
Partners, a natural gas transportation and
storage company, Leaf Clean Energy
Company, which invests in clean energy
projects in North America and Oncor
Holdings.

Richard C. Byers(1)(2) . ............... 49 2008 Richard C. Byers has served as a Director
of Oncor since November 2008. Mr. Byers
currently serves as an Executive Vice
President of Borealis Infrastructure
Management Inc. (Borealis), an investment
arm of Canada’s OMERS pension plan, a
position he has held since January 2008.
Prior to joining Borealis, Mr. Byers served
as Managing Director of BMO Nesbitt
Burns, a brokerage investment firm, since
1991.
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Name

Thomas M. Dunning(4) . ...............

Robert A. Estrada(1) . .................

Monte E. Ford

Age
66

Served As
Director
Since

2007

52

Business Experience

Thomas M. Dunning has served as a
Director of Oncor since October 2007. Since
2007 he has served as non-Executive
Chairman of Lockton Dunning Benefits, a
company specializing in the design and
servicing of health, welfare and retirement
benefits. Mr. Dunning also served as
Chairman and Chief Executive Officer of
Lockton Dunning Benefit Company, its
predecessor company, from 1998 to 2007
following the 1998 acquisition of Dunning
Benefits Corporation, which Mr. Dunning
founded, by the Lockton Group of
Companies. Mr. Dunning currently serves
on the boards of directors of American
Beacon Funds, Dallas Citizens Council,
Southwestern Medical Foundation, Baylor
Health Care System Foundation, Oncor
Holdings, and a number of non-profit
organizations.

Robert A. Estrada has served as a Director
of Oncor since October 2007. Mr. Estrada is
Chairman of the Board and Chief
Compliance Officer of Estrada Hinojosa &
Company, Inc., an investment banking firm
specializing in public finance that he co-
founded in 1992. In addition to these
positions, he also served as President and
Chief Executive Officer of the firm from
1992 to 2006. Mr. Estrada is a member of
the board of directors of Federal Reserve
Bank of Dallas, Oncor Holdings and several
civic and arts organization boards.

Monte E. Ford has served as a Director of
Oncor since February 2008. He has served
as Senior Vice President and Chief
Information Officer of AMR Corporation,
the Fort Worth-based parent company of
American Airlines, since 2001. Prior to
joining AMR, Mr. Ford served in various
executive positions, including with
Associates First Capital in Texas, Bank of
Boston and Digital Equipment Corporation.
He helped found the Environmental Energy
and Nutritional Learning Center in Boston
and has served on various community and
non-profit boards. Mr. Ford also serves on
the board of directors of Oncor Holdings.



Name Age
William T. Hill, Jr.(3) .. ...t 66
Jeffrey Liaw(4) . ... ... ... .. ... ... 32
Marc S. Lipschultz(3) .. ............... 40
Robert S. Shapard . . . ................. 53

Served As
Director
Since

2007

2007

2007

2007

53

Business Experience

William T. Hill, Jr. has served as a Director
of Oncor since October 2007. In 2008 he
joined the Dallas criminal defense firm of
Fitzpatrick Hagood Smith & Uhl LLP,
where he serves as of counsel. In 2007 he
served as Director of Strategic Initiatives of
Mercy Street Ministries. From 1999 to
2006, Mr. Hill was Criminal District
Attorney of the Dallas County District
Attorney’s office. Mr. Hill serves on the
boards of directors of Hilltop Holdings,
Incorporated, a New York Stock Exchange
listed company in the insurance industry,
Baylor Hospital Foundation, Oncor Holdings
and a number of charitable organizations.
Jeffrey Liaw has served as a Director of
Oncor since November 2007. Mr. Liaw is
active in TPG Capital L.P.’s (TPG) energy
and industrial investing practice areas.
Before joining TPG in 2005, he worked for
Bain Capital in its industrials practice since
2001. Mr. Liaw serves on the boards of both
public and private companies, including
Graphic Packaging Corporation, EFH Corp.
and Oncor Holdings.

Marc S. Lipschultz has served as a Director
of Oncor since October 2007. He joined
Kohlberg Kravis Roberts & Co. L.P. (KKR)
in 1995. He is the leader of KKR’s Energy
and Infrastructure businesses. Currently, he
is a director of Accel-KKR Company, Oncor
Holdings and EFH Corp.

Robert S. Shapard has served as the
Chairman of the Board of Directors and
Chief Executive of Oncor since April 2007.
Mr. Shapard joined EFH Corp. in October
2005 as a strategic advisor, helping
implement and execute growth and
development strategies for Oncor. Between
March and October 2005, he served as
Chief Financial Officer of Tenet Healthcare
Corporation, one of the largest for-profit
hospital groups in the United States, and
was Executive Vice President and Chief
Financial Officer of Exelon Corporation, a
large electricity generator and utility
operator, from 2002 to February 2005. Mr.
Shapard is also a director of Oncor Holdings
and a manager of Oncor Electric Delivery
Transition Bond Company LLC.



Served As

Director
Name Age Since Business Experience
Richard W. Wortham III(3)(4) . .......... 70 2007 Richard W. Wortham III has served as a

Director of Oncor since October 2007. Since
1976 he has served as Trustee, and since
November 2008 as Secretary and Treasurer,
of The Wortham Foundation, Inc., a private
philanthropic foundation dedicated to the
support and development of Houston’s
cultural fabric. From 2005 to November
2008 he was Chairman and Chief Executive
Officer of such foundation. Mr. Wortham
also serves as a Trustee of The Hirtle
Callaghan Trust, a family of mutual funds,
and the Center for Curatorial Studies at
Bard College and is a Life Trustee and
Treasurer of The Museum of Fine Arts,
Houston. Mr. Wortham is also a director of
Oncor Holdings.

Steven J. Zucchet . ......... .. .. ... ... 43 2008 Steven J. Zucchet has served as a Director
of Oncor since November 2008. Mr.
Zucchet is a Senior Vice President of
Borealis Infrastructure Management, Inc.
(Borealis), an investment arm of Canada’s
OMERS pension plan, a position he has
held since November 2003. Prior to joining
Borealis, Mr. Zucchet served since 1996 as
Chief Operating Officer of Enwave Energy
Ltd., where he was responsible for
operations and major infrastructure projects.
Mr. Zucchet serves on the board of directors
of Bruce Power A Inc., a Canadian private
nuclear generating company.

(1) Member of Audit Committee.
(2) Mr. Byers was appointed to the Audit Committee effective December 19, 2008.
(3) Member of Nominating and Governance Committee.

(4) Member of Organization and Compensation Committee.

Director Appointments

Pursuant to the Limited Liability Company Agreement, the Sponsor Group (through Oncor Holdings) has
a right to designate two individuals to serve on our board of directors. Mr. Lipschultz, the global head of
KKR’s Energy and Infrastructure teams, and Mr. Liaw, who serves in the Energy and Industrial investing
practice area of TPG, were designated to serve on our board of directors by the Sponsor Group. Our Limited
Liability Company Agreement also grants Texas Transmission the right to designate two individuals to serve
on our board of directors. Richard C. Byers and Steven J. Zucchet, each of whom is an officer of Borealis, an
affiliate of Texas Transmission, were designated to serve on our board of directors by Texas Transmission.

Director Independence

Our Limited Liability Company Agreement provides that six members of our board of directors must be
deemed independent. For a director to be deemed independent, our board of directors must affirmatively
determine that such director does not have a material relationship with Oncor or EFH Corp. or its successors
and subsidiaries, any entity that controls or owns directly or indirectly more than 49% of the equity interests
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in Oncor, and certain other specified entities that directly or indirectly own securities of Oncor (collectively,
the Non-Ring Fenced Entities). In addition, to be deemed independent a director must also meet the
independence standards in Section 303A of the New York Stock Exchange Listed Company Manual in all
material respects. Our Limited Liability Company Agreement further provides that a director will not be
precluded from qualifying as independent if such director otherwise meets such criteria but (i) served as a
director or shareholder of EFH Corp. prior to the Merger, (ii) indirectly or beneficially owns equity interests
through a mutual fund or similar investment vehicle with respect to which the director does not have discretion
or control over the investments held by such investment vehicle, (iii) directly or indirectly holds an amount of
legal or beneficial stock in any of the Non-Ring Fenced Entities that is de minimis and which the other
independent directors determine would not reasonably be expected to influence the judgment of such director
in determining the interests of Oncor or its members, or (iv) is a ratepayer, supplier, creditor or independent
contractor of, or a person who received any benefit from or provided any services to, Oncor, Oncor Holdings
or any of the Non-Ring Fenced Entities, if the other independent directors determine that such relationship
would not reasonably be expected to influence the judgment of the director in determining the interests of
Oncor or its members.

In addition, our Limited Liability Company Agreement requires that two of the six independent members
of our board of directors also meet additional independence qualifications. These directors, known as special
independent directors, may not, during their service as a director or at any time in the five years preceding
their appointment, be (i) a direct or indirect legal or beneficial owner in Oncor, Oncor Holdings or any of the
Non-Ring Fenced Entities, (ii) a creditor; supplier; employee; officer; director; family member of any officer,
employee or director; manager or contractor of Oncor, Oncor Holdings or any of the Non-Ring Fenced
Entities, or (iii) a person who controls (directly, indirectly or otherwise) Oncor, Oncor Holdings or any of the
Non-Ring Fenced Entities or any creditor, supplier, employee, officer, director, manager or contractor of
Oncor, Oncor Holdings or any of the Non-Ring Fenced Entities. However, a director will not be precluded
from being deemed a special independent director if such director otherwise meets the requirements but
(i) indirectly or beneficially owns stock through a mutual fund or similar diversified investment vehicle (other
than investment vehicles affiliated with KKR, TPG or Goldman, Sachs & Co.), or (ii) directly or indirectly
legally or beneficially owns interests in a Non-Ring Fenced Entity, if such ownership does not exceed one
percent of the net worth of such director. A special independent director may also serve as an independent
director of Oncor Holdings or any of Oncor’s subsidiaries.

Our board of directors has determined that Ms. Brownell and Messrs. Estrada, Dunning, Ford, Hill and
Wortham, are independent directors. Further, our board of directors has determined that each of Ms. Brownell
and Mr. Hill qualifies as a special independent director under the standards set forth in our Limited Liability
Company Agreement.

Our board of directors has designated an Audit Committee, Nominating and Governance Committee and
Organization and Compensation Committee to exercise certain powers and authorities of the board of the
directors. Members of these committees are not required by our Limited Liability Company Agreement or
board of directors to meet any independence standards. Each of Mr. Liaw and Mr. Lipschultz have served on
the Organization and Compensation Committee and Nominating and Governance Committee, respectively,
since such committee’s inception. Mr. Byers was appointed to the Audit Committee effective December 19,
2008. None of Mr. Liaw, Mr. Lipschultz or Mr. Byers qualifies as an independent director for purposes of our
Limited Liability Company Agreement.
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Executive Officers

The names of Oncor’s executive officers and information about them, as furnished by the executive
officers themselves, are set forth below:

Positions and

Offices Presently Date First Elected Business Experience
Name Age Held to Present Offices (Preceding Five Years)
Robert S. Shapard. . . . . 53 Chairman of the Board April 2007 Robert S. Shapard has served as the Chairman of
and Chief Executive the Board of Directors and Chief Executive of

Oncor since April 2007. Mr. Shapard joined EFH
Corp. in October 2005 as a strategic advisor,
helping implement and execute growth and
development strategies for Oncor. Between March
and October 2005, he served as Chief Financial
Officer of Tenet Healthcare Corporation, one of
the largest for-profit hospital groups in the United
States, and was Executive Vice President and
Chief Financial Officer of Exelon Corporation, a
large electricity generator and utility operator,
from 2002 to February 2005. Mr. Shapard is also
a director of Oncor Holdings and a manager of
Oncor Electric Delivery Transition Bond

Company LLC.
Rob D. Trimble Il . ... 60 President and Chief July 2004 Rob D. Trimble III has served as President and
Operating Officer Chief Operating Officer of Oncor since July 2004,

with responsibility for Oncor’s operations,
focusing on safety, reliability, customer/employee
interaction and maintaining service levels at a
low-cost. He served as President of Oncor from
July 2003 to July 2004. In 1998 he was named
Senior Vice President, Texas Utilities Electric and
Gas, a position that became Senior Vice President
of Operations of Oncor in December 2001.

David M. Davis . . .. .. 52 Vice President and Chief July 2006 David M. Davis is Vice President and Chief
Financial Officer Financial Officer of Oncor, a position he has held

since July 2006. Prior to serving in his current
role, he held a leadership position in the finance
and financial planning function since he joined
Oncor in 2004. From 1991 to 2004, Mr. Davis
served in various positions at EFH Corp. including
roles in information technology and financial
planning. Mr. Davis is a certified public
accountant. Mr. Davis is also a manager of Oncor
Electric Delivery Transition Bond Company LLC.

James A. Greer. . .. ... 48  Senior Vice President, October 2007 James A. Greer has served as Senior Vice
Asset Management and President, Asset Management and Engineering of
Engineering Oncor since October 2007. He is responsible for

the development of strategies, policies and plans
for optimizing the value and performance of
electric delivery systems and related assets. From
2004 to 2007, Mr. Greer served a similar role as
Vice President of Oncor. Since joining EFH Corp.
in 1984, Mr. Greer has held a number of
leadership positions within Oncor and EFH Corp.
in such areas as engineering, operations and
governmental relations.
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Name

Brenda L. Jackson. . . . .

Charles W. Jenkins III . .

Brenda J. Pulis. . . . . ..

Don J. Clevenger . . . ..

Debra L. Elmer . . . ...

Positions and

Offices Presently Date First Elected
Age Held to Present Offices
58 Senior Vice President, October 2004

Business Operations

57 Senior Vice President, October 2007
Transmission and System
Operations

50 Senior Vice President, July 2004
Distribution

38 Vice President, External June 2008
Affairs

52 Vice President, Human September 2006
Resources

Business Experience
(Preceding Five Years)

Brenda L. Jackson has served as Senior Vice
President, Business Operations of Oncor since
October 2004, overseeing activities including
customer operations and service, community
relations, economic development initiatives and
corporate communications. From April 2003 until
October 2004 she held the position of Senior Vice
President, Customer and Community Relations.
Ms. Jackson has served EFH Corp. and Oncor for
35 years and has held leadership positions related
to customer operations, customer service and
community relations functions.

Charles W. Jenkins III is Senior Vice President,
Transmission and System Operations of Oncor, a
position he has held since October 2007, having
responsibilities for transmission engineering,
construction and field operations and overseeing
third-party interconnections to the transmission
system. Prior to his current position, Mr. Jenkins
served as a Vice President of Oncor since April
2003. He currently serves on the board of
directors of the Electric Reliability Council of
Texas.

Brenda J. Pulis is Senior Vice President,
Distribution of Oncor, a position she has held
since July 2004. In her current role, Ms. Pulis is
responsible for designing, constructing,
maintaining and operating distribution assets. She
was a Vice President in Oncor’s distribution
organization between 2001 and July 2004.

Ms. Pulis originally joined Oncor in 1978 and has
served in a number of areas during her tenure,
including distribution engineering design, rates
and regulatory, power delivery and operations.

Don J. Clevenger has served as Vice President,
External Affairs of Oncor since June 2008. He
was Vice President, Legal and Corporate Secretary
of Oncor from December 2007 to June 2008.
Between November 2005 and December 2007

Mr. Clevenger held a leadership position in Oncor
with various legal and regulatory responsibilities.
Prior to his transfer to Oncor in November 2005,
he was Senior Counsel of the Business Services
unit of EFH Corp. since April 2004.

Mr. Clevenger was a partner in the law firm of
Hunton & Williams LLP before he joined EFH
Corp.

Debra L. Elmer has served as Vice President,
Human Resources of Oncor since September
2006. From her transfer to Oncor from EFH Corp.
in 2004 to September 2006, she served in a
managerial role responsible for Oncor’s
performance management. Since joining EFH
Corp. in 1982, Ms. Elmer has held a number of
positions within EFH Corp., principally in the
leadership of human resources activities.

There is no family relationship between any of the above-named executive officers.
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Audit Committee

The Audit Committee is a separately-designated standing audit committee, established in accordance with
section 3(a)(58)(A) of the Exchange Act. Our Audit Committee is composed of Ms. Brownell, Mr. Byers and
Mr. Estrada. Mr. Estrada is an “Audit Committee Financial Expert” as defined in Item 407(d)(5) of SEC
Regulation S-K.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Overview

Oncor is an indirect, majority-owned subsidiary of EFH Corp. but has an independent board of directors
separate from the board of directors of EFH Corp. Oncor’s board of directors has designated an Organization
and Compensation Committee of the board of directors (O&C Committee) to establish and assess our
executive compensation policies, which include participation in Oncor-sponsored programs as well as certain
employee benefit programs sponsored by EFH Corp. The O&C Committee met three times in 2008.

The responsibilities of the O&C Committee include:

 determining and overseeing executive compensation programs, including making recommendations to
our board of directors, when and if their approval is required, with respect to the adoption, amendment
or termination of incentive compensation, equity-based and other executive compensation and benefits
plans, policies and practices;

* reviewing and approving corporate goals and objectives relevant to executive compensation and
evaluating the performance of our Chief Executive (CEO) and other executive officers in light of those
goals and objectives and ultimately approving executive compensation based on those evaluations; and

* advising our board of directors with respect to compensation of its outside directors.

In determining the compensation of the executives reporting to the CEO, including the executive officers
named in the Summary Compensation Table below (each, a Named Executive Officer; collectively, the Named
Executive Officers), the O&C Committee seeks the input of the CEO on the performance of these individuals
and the CEO’s recommendations regarding individual compensation actions. For more information about each
of the incentive and other benefit plans available to our executive officers see the compensation tables and the
accompanying narratives immediately following “— Compensation Discussion and Analysis.” At the end of
each year, the CEO reviews market data provided by the company’s compensation consultant and assesses the
performance of each of the executives reporting to the CEO against such executive’s annual goals and those of
such executive’s respective business unit/function and presents a performance discussion and compensation
recommendation for each of these individuals to the O&C Committee. The O&C Committee then determines
compensation for these executives each February. The O&C Committee annually evaluates the CEO’s
performance in light of the goals and objectives for the applicable year and determines the CEO’s compensa-
tion, including base salary, annual incentive award and long-term incentive awards, based on this evaluation.
Each February the O&C Committee also approves corporate goals and objectives relevant to the compensation
of all executive officers for the current fiscal year, including the CEO.

Compensation Philosophy

Our compensation philosophy, principles and practices are intended to compensate executives appropri-
ately for their contribution to the attainment of key strategic objectives, and to strongly align the interests of
executives and equity holders through equity-based plans and performance goals. To achieve those objectives,
we believe that:

* Levels of executive compensation should be based upon an evaluation of the operational performance
of our business (including financial performance, reliability and safety) and individual executives as

58



well as a comparison to compensation levels of persons with comparable responsibilities in business
enterprises of similar size, scale, complexity, risk and performance;

» Compensation plans should balance both short-term and long-term objectives; and

* The overall compensation program should emphasize variable compensation elements that have a direct
link to company and individual performance.

Objectives of Compensation Philosophy
Our compensation philosophy is designed to meet the following objectives:
* Attracting and retaining high performers;

» Rewarding business unit and individual performance by providing compensation levels consistent with
the level of contribution and degree of accountability;

* Aligning performance measures with our goals and allocating a significant portion of the compensation
to incentive compensation in order to drive the performance of our business;

* Basing incentive compensation in part on the satisfaction of company operational metrics, rather than
solely the satisfaction of financial targets, in order to improve the services Oncor provides its
customers; and

* Creating value for our equity holders and promoting the long-term performance of the company by
strengthening the correlation between the long-term interests of our executives and the interests of our
equity holders.

Elements of Compensation

In an effort to achieve our compensation objectives, we have established a compensation program for our
executives that principally consists of:

* Base salary;

 Short-term incentives through the opportunity to earn an annual performance bonus pursuant to the
Oncor Executive Annual Incentive Plan (Executive Annual Incentive Plan);

* Long-term incentives through (a) the opportunity to purchase equity interests in Investment LLC,
granted at the O&C Committee’s discretion pursuant to the 2008 Equity Interests Plan for Key
Employees of Oncor Electric Delivery Company LLC and its Affiliates (Equity Interests Plan), and
(b) the opportunity to receive stock appreciation rights (SARs) granted pursuant to the Oncor Electric
Delivery Company LLC Stock Appreciation Rights Plan (SARs Plan);

* Deferred compensation and retirement plans through (a) the opportunity to participate in a salary
deferral program (EFH Salary Deferral Program) and thrift savings plan (EFH Thrift Plan), each
sponsored by EFH Corp., and receive certain company matching contributions, (b) the opportunity to
participate in a retirement plan (EFH Retirement Plan) and supplemental retirement plan (EFH
Supplemental Retirement Plan), each sponsored by EFH Corp. and (c) for executives hired prior to
January 1, 2002, an employer-paid subsidy for heath coverage upon the executive’s retirement from
Oncor;

* Perquisites and other benefits; and

» Contingent payments through a change of control policy and a severance plan.

Compensation Consultant

In 2008, the O&C Committee utilized Watson Wyatt Worldwide (Watson Wyatt), an independent
compensation consultant, to advise and report directly to the O&C Committee on executive compensation
issues, including multi-utility index and other benchmarks, median competitive compensation data,
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performance measurements and peer group selection. Watson Wyatt provided the O&C Committee with market
data for a peer group composed of the companies listed below in order to provide a perspective on executive
compensation across the entire transmission/distribution industry.

Market Data

We assess compensation of our executives against a number of companies in the transmission/distribution
and fully integrated utilities group. While we try to ensure that the bulk of an executive officer’s compensation
is directly linked to our financial and operational performance, we also try to ensure that our executive
compensation program is competitive with that of our peer group in order to reduce the risk of losing key
personnel and to attract high-performing executives from outside our company. The peer group of companies
that was selected is listed below:

American Electric Power Co. OGE Energy Corp. Aquila Inc.
Consolidated Edison Inc. TECO Energy Inc. Cleco Corp.
Pepco Holdings Inc. NSTAR El Paso Electric Co.
CenterPoint Energy Inc. DPL Inc. Idacorp Inc.
Northeast Utilities Portland General Electric Co. ITC Holdings Corp.

The peer group listed above included both transmission/distribution utility companies as well as fully
integrated utility companies because we compete with both for qualified executive personnel. Market data for
total direct compensation (base salary, target annual incentive and expected value of long-term incentive
awards) of the peer group is developed at both the 50th and 75th percentiles in order to provide the O&C
Committee with a broad market view and multiple benchmarks. The O&C Committee targets total direct
compensation around the 50th percentile of the peer group.

Compensation Elements

A significant portion of each executive officer’s compensation is variable, at-risk and directly linked to
achieving company performance objectives set by the O&C Committee and the alignment with equity owner
interests in order to achieve long-term success. Other factors impacting compensation include individual
performance, retention risk, and market compensation data. None of these other factors are weighted but are
considered together. The company has no policies or formula for allocating compensation among the various
elements. The following is a description of the principal compensation components provided to our executives.

Base Salary

We believe that base salary should be commensurate with the scope and complexity of each executive’s
position and the level of responsibility required. We believe that a competitive level of base salary is required
to attract and retain qualified talent.

The O&C Committee reviews and determines executive officer base salaries annually, although salaries
may remain unchanged for a period of time once they have achieved market levels. The annual review begins
with a survey of competitive salaries of the peer group described above by Watson Wyatt. Our CEO then
reviews the information in the survey, along with the performance and level of responsibility of each other
officer, and makes recommendations to the O&C Committee regarding the salaries for the executive officers
other than the CEO. Salary increases also can be approved by the O&C Committee as a result of an
executive’s promotion or a significant change in an executive’s responsibilities.

Between October 2004 and the closing of the Merger, base salaries (which were generally set at
approximately the median of the base salaries provided by our competitive peer groups) had generally been
held flat when the company was at the beginning stages of a turnaround phase of its business strategy and
compensation focused on long-term equity holder value creation. In 2007 and February 2008, we offered
significant base salary increases to certain of our executive officers who have leadership roles within our
business in order to entice them to remain with Oncor and to recognize their increased responsibilities as
Oncor transitioned into an operating unit separate from EFH Corp. with greater autonomy and a separate board

60



of directors and management team. Because Oncor operates separately from EFH Corp. and its other
subsidiaries, the Sponsor Group felt that it was important to retain our executive leadership to facilitate and
maintain strong operating performance. In November 2008, after reviewing the survey by Watson Wyatt and
our CEO’s recommendations, the O&C Committee approved salary increases for Rob D. Trimble, our
president and chief operating officer, David M. Davis, our vice president and chief financial officer, and
Charles W. Jenkins, our senior vice president, transmission and system operations.

Annual Base Salary for Named Executive Officers

As of
December 31,

Name % 2008
Robert S. Shapard. . ................ Chairman of the Board and Chief

Executive $650,000
Rob D. Trimble TII(1) . . ............. President and Chief Operating Officer $500,000
David M. Davis(2) ................. Vice President and Chief Financial

Officer $300,000
Brenda L. Jackson ................. Senior Vice President, Business

Operations $257,000
Charles W. Jenkins III(3) ............ Senior Vice President, Transmission and

System Operations $275,000

(1) Mr. Trimble’s annual base salary was increased by the O&C Committee from $325,000 effective
November 11, 2008.

(2) Mr. Davis’s annual base salary was increased by the O&C Committee from $220,000 effective
November 11, 2008.

(3) Mr. Jenkins’s annual base salary was increased by the O&C Committee from $222,300 to $235,000 effec-
tive February 26, 2008 and was later increased by the O&C Committee to $275,000 effective November 11,
2008.

Executive Annual Incentive Plan
Summary

The Executive Annual Incentive Plan is a cash bonus plan intended to provide a performance-based
annual reward for the successful attainment of certain annual performance goals and business objectives that
are established by the O&C Committee. These targets are established on a company-wide basis and the O&C
Committee generally seeks to set these targets at challenging levels.

Under the terms of the Executive Annual Incentive Plan, no awards may be paid unless funding triggers
set by the O&C Committee based on earnings before interest, taxes, depreciation and amortization (EBITDA)
and operating cash flow are met. The EBITDA and operating cash flow funding triggers are each weighted at
50%. The O&C Committee sets a threshold funding trigger required to obtain any funding for the applicable
financial metric and a target funding trigger, the achievement of which is required to achieve full funding.
Actual funding for each financial metric is based on actual results measured against the target. The O&C
Committee uses these financial metrics to assist it in determining a final funding percentage for the plan year.

To calculate an executive officer’s award amount, the final funding percentage is multiplied by the
executive officer’s target award, which is computed as a percentage of actual base salary. Based on the
executive officer’s performance, as described below, an individual performance modifier is applied to the
calculated award to determine the final incentive payment. An individual’s target award is subject to a pro rata
reduction if the aggregate award amounts payable under the Executive Annual Incentive Plan, after factoring
in the individual performance modifiers, exceed the aggregate amount of funds available under the Executive
Annual Incentive Plan for the applicable plan year.

The O&C Committee sets performance goals, target awards and performance modifiers in its discretion.
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Funding Percentage

For 2008, the funding triggers and actual results under the Executive Annual Incentive Plan were as
follows:

Weighting Threshold Target Actual Results Funding Percentage
($ in millions) ($ in millions) ($ in millions)
EBITDA .. ... ... ... .... 50% 1265 1360 1315 38.2%
Operating cash flow. .. ....... 50% 752 809 827 50.0%

For 2008, the funding percentages available under these financial metrics were weighted equally and
aggregated in order to determine the aggregate funding percentage for the above financial metrics. For 2008,
the funding percentage under these financial metrics was 88.2%. Once the funding percentage was established
using the financial metrics, the O&C Committee then exercised its discretion and adjusted the funding
percentage based on an evaluation of the company’s performance with respect to certain operational targets
relating to financial, reliability and safety metrics. These operational targets were used by the O&C Committee
to determine a performance funding percentage. The purpose of these operational targets, which are based on
safety, reliability and cost management metrics, is to promote enhancement of our services to customers.

In 2008, satisfaction of safety metrics comprised 30% of the performance funding percentage. The safety
metric measures the number of employee injuries using a Days Away, Restricted or Transfer (DART) system,
which measures the amount of time our employees are away from their regular employment posts due to
injury. DART is measured in the number of injuries per 200,000 hours and does not include employees that
are part of the individual performance incentive program offered to our meter readers. The safety metric is
important to enhancing our operations because it promotes the health and welfare of our employees. In
addition, lowering the number of accidents reduces our costs of doing business, which in turn contributes to
lower rates for our customers.

In 2008, satisfaction of reliability metrics comprised 30% of the performance funding percentage.
Reliability is measured by the System Average Interruption Duration Index (SAIDI), which measures the
average number of minutes electric service is interrupted per consumer in a year. This metric promotes our
commitment to minimizing service interruptions to our customers as the lower the SAIDI level for the year,
the greater the funding percentage under the Executive Annual Incentive Plan. Since weather can greatly
impact reliability and is outside of our control, the reliability metric measures SAIDI on a non-storm basis.

In 2008, satisfaction of cost management metrics comprised the final 40% of the performance funding
percentage, half of which is based on the achievement of operation and maintenance expense (O&M) and
sales, general and administrative expense (SG&A) levels and half of which is based on deviation of actual
capital expenditures from the capital expenditure budget for the year. The purpose of the O&M and SG&A
metric is to promote lower expenditures, which in turn contributes to lower rates for our customers. The
purpose of the capital performance metric is to promote capital expenditures in line with the budget previously
set for the year. While this metric discourages exceeding the budget, it also discourages falling too far below
the budget, as we believe capital expenditures such as improving facilities are important to enhancing our
services.
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For 2008, the operational targets under the Executive Annual Incentive Plan were as follows:

% Weighting Threshold(1) Target(2) Superior(3) Actual Results Funding Percentage
Safety
DART ...... ... .. . ... .... 30% 1.19 1.03 0.96 0.87 45.0%
Reliability
Non-storm SAIDI (in minutes) . . . . . 30% 80.1 76.9 73.7 85.40 0.0%
Financial
O&M and SG&A ($ in millions) ... 20% $ 556 $ 520§ 484 $ 529 17.5%
Capital expenditure performance

versus capital expenditure 97-97.99% 98-98.99%

budget .................... 20%  103-105%  101.5-102.99% 99-101.49% 101.1% 30.0%

(1) Achievement of the threshold operational metric level results in funding of 50% of the available funding
percentage for that specific operational metric.

(2) Achievement of the target operational metric level results in funding of 100% of the available funding per-
centage for that specific operational metric.

(3) Achievement of the superior operational metric level results in funding of 150% of the available funding
percentage for that specific operational metric.

Based on the level of attainment of these operational targets, an aggregate performance funding
percentage amount for all participants is determined. For 2008, this aggregate performance percentage was
92.5%. Pursuant to the power to adjust awards granted to the O&C Committee in the Executive Annual
Incentive Plan, the O&C Committee then adjusts the aggregate plan funding percentage based on the aggregate
performance funding percentage in its discretion. In 2008, the O&C Committee exercised its discretion and
determined that the aggregate performance funding percentage of 92.5% warranted setting a final funding
percentage at 90% rather than the 88.2% funding percentage determined using the financial metrics.

To determine the aggregate amount of funds available under the Executive Annual Incentive Plan, the
final funding percentage described above was multiplied by the aggregate amount payable to all plan
participants pursuant to their target incentive awards.

Individual Performance Modifier and Determination

As described above to calculate an executive officer’s award amount, the final funding percentage is
multiplied by the executive officer’s target award, which is computed as a percentage of actual base salary.
Based on the executive officer’s performance, an individual performance modifier is applied to the calculated
award to determine the final incentive payment. An individual performance modifier is based on reviews and
evaluations of the executive officer’s performance by the CEO, our executive team and the O&C Committee
(or solely the O&C Committee in the case of our CEO). The individual performance modifier can range from
an outstanding rating (200%) to an unacceptable rating (0%) and is determined on a subjective basis. Factors
used in determining individual performance modifiers may include operational measures (including the
financial, reliability and safety metrics discussed above), company objectives, individual management and
other goals, personal job objectives and competencies, the demonstration of team building and support
attributes and general demeanor and behavior.

The O&C Committee determines annual target award percentages for executives based on an analysis of
a survey of market practices conducted annually by Watson Wyatt. These awards are based on a target payout,
which is a percentage of the applicable officer’s base salary during the performance period. The target award
is set near the median of the comparable market.
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Actual Award Amounts for 2008

The following table provides a summary of the 2008 targets and actual awards for each Named Executive
Officer. All awards under the Executive Annual Incentive Plan are made in the form of lump sum cash
payments to participants by March 15 of the year following the plan year to which the award relates.

2008 Annual Incentives (Payable in 2009) for Oncor Named Executive Officers

Target Payout Target Award Actual Award
Name (% of Salary) ($ Value) Actual Award (% of Target)
Robert S. Shapard . . ............ ... 75% $487,500 $526,500 107.9%
Rob D. Trimble II(1) .............. 40% $168,750 $197,438 117.0%
David M. Davis(2). . . .............. 50% $ 98,333 $ 97,350 99.0%
Brenda L. Jackson................. 40% $102,800 $101,772 99.0%
Charles W. Jenkins III(3) . . ... ....... 40% $ 96,665 $113,098 117.0%

(1) Effective November 11, 2008, Mr. Trimble’s target payout was reduced to 40% from 50%, in connection
with an increase in Mr. Trimble’s base salary. His target award and actual award reflect the aggregate of
(a) the amount of his 50% target payout multiplied by his base salary that was in effect from January 1,
2008 to November 10, 2008, plus (b) the amount of his 40% target payout multiplied by his base salary
that was in effect from November 11, 2008 to December 31, 2008.

(2) Effective November 11, 2008, Mr. Davis’s target payout was increased to 50% from 40% and his base sal-
ary was increased. His target award and actual award reflect the aggregate of (a) the amount of his 40%
target payout multiplied by his base salary that was in effect from January 1, 2008 to November 10, 2008,
plus (b) the amount of his 50% target payout multiplied by his base salary that was in effect from Novem-
ber 11, 2008 to December 31, 2008.

(3) Mr. Jenkins’s base salary increased effective February 26, 2008 and November 11, 2008. His target award
and actual award reflect the aggregate of (a) the amount of his target payout multiplied by his base salary
that was in effect from January 1, 2008 to November 10, 2008, plus (b) the amount of his target payout
multiplied by his base salary that was in effect from November 11, 2008 to December 31, 2008. Solely for
purposes of calculating his target award and actual award, Mr. Jenkins’s base salary from January 1, 2008
to February 26, 2008 was considered to be $235,000, although Mr. Jenkins’s actual base salary increase
was not effective until February 26, 2008.

Long-Term Incentives

Our long-term incentive program consists of the Equity Interests Plan and the SARs Plan. The purpose of
our long-term incentive program is to promote the long-term financial interests and growth of Oncor by
attracting and retaining management and other personnel and key service providers. Our long-term incentive
program was developed to enable us to be competitive in our compensation practices and because we believe
that equity ownership in Oncor under the Equity Interests Plan and the opportunity to benefit from the
appreciation of the value of our equity interests under the SARs Plan motivate our management to work
towards the success of our business and align management’s interests with those of our equity holders. In
addition, we believe that certain employment-related conditions and time-based vesting restrictions of these
programs, as discussed in more detail below, provide significant retentive value to us.

Equity Interests Plan and Management Investment Opportunity

The Equity Interests Plan allows our board of directors to offer non-employee directors, management and
other personnel and key service providers of Oncor the right to invest in Class B membership units of
Investment LLC (each, a Class B Interest), an entity whose sole assets consist of equity interests in Oncor. As
a result, each holder of Class B Interests holds an indirect ownership interest in Oncor.

Our board of directors administers the Equity Interests Plan and has the power to determine the
participants, the number of Class B Interests offered to any participant, the purchase price of the Class B
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Interests and the other terms of the award. Our board of directors may also amend, suspend or terminate the
Equity Interests Plan at any time. Upon purchasing any Class B Interests, participants may be required to enter
into certain agreements with the Company and Investment LLC, including a management stockholder’s
agreement and a sale participation agreement described below. The Equity Interests Plan will terminate on
November 5, 2018 or an earlier or a later date determined by our board of directors.

In November 2008, pursuant to the terms of the Equity Interests Plan, our board of directors offered
certain officers and key employees the opportunity to invest in Investment LLC and receive one Class B
Interest for each $10.00 (which our board of directors determined to be the fair market value of each Class B
Interest) invested, as well as an amount of SARs based on the aggregate amount invested (Management
Investment Opportunity). SARs received in connection with the Management Investment Opportunity are
subject to the terms of the SARs Plan described below. Participants in the Management Investment
Opportunity were also given the option to fund any or all of their investment in Investment LLC using funds
in their EFH Salary Deferral Program accounts. Any Class B Interests purchased by an executive officer using
funds in his or her EFH Salary Deferral Program account are held of record by the EFH Salary Deferral
Program for the benefit of such officer.

In connection with the Management Investment Opportunity, each participant entered into a management
stockholder’s agreement and a sale participation agreement. The management stockholder’s agreement, among
others things, gives Oncor the right to repurchase a participant’s Class B Interests in the event of specified
terminations of a participant’s employment or violation by a participant of certain of his or her non-compete
obligations. We believe this repurchase right provides significant retentive value to our business. For a more
detailed description of the terms of the management stockholder’s agreement and sale participation agreement,
see “Certain Relationships and Related Party Transactions — Related Party Transactions — Agreements with
Management and Directors.”

The target investment amount for each participant in the Management Investment Opportunity was
determined by the Sponsor Group and the CEO and approved by the O&C Committee. In determining such
amounts, the Sponsor Group, the CEO and the O&C Committee wanted to ensure that each participant had a
meaningful investment in Oncor. Factors considered in determining the target investment amounts included the
amount received by each participant in connection with termination of the awards under TXU Corp. 2005
Omnibus Plan (Omnibus Plan) described below, and base salary and investment amounts of similarly situated
employees participating in the program.

Pursuant to its limited liability company agreement, Investment LLC must at all times ensure that for
each outstanding Class B Interest it issues, Investment LLC holds a corresponding number of units of Oncor’s
equity interests. As a result, any future issuances under the Equity Interests Plan will require Investment LL.C
to purchase from Oncor Holdings additional equity interests of Oncor. Investment LLC has entered into a
revolving stock purchase agreement with Oncor Holdings pursuant to which Investment LLC may purchase
units of Oncor’s equity interests held by Oncor Holdings in the event Investment LLC proposes to issue
additional Class B Interests pursuant to the Equity Interests Plan. The aggregate number of equity interests
sold by Oncor Holdings pursuant to the revolving stock purchase agreement, however, cannot result in Oncor
Holdings owning less than 80% of Oncor’s outstanding equity interests, or 508,000,000 units . As of
February 27, 2009, Investment LLC may purchase from Oncor Holdings up to an additional 209,860 units of
Oncor and issue up to a corresponding number of Class B Interests.

Stock Appreciation Rights

The O&C Committee adopted and implemented the SARs Plan in 2008. The O&C Committee determines
the participants and can include certain employees of Oncor or other persons having a relationship with Oncor,
its subsidiaries or affiliates. SARs granted under the SARs Plan have a base price equal to the fair market
value per unit of Oncor’s equity interests on the date of the grant and will allow participants to participate in
the economic equivalent of the appreciation of the Oncor equity interests. The O&C Committee administers
the SARs Plan. The O&C Committee makes awards under the SARs Plan at its discretion.
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Under the SARs Plan, the O&C Committee may grant either time-vesting awards (time-based SARs)
and/or performance-vesting awards (performance-based SARs). In 2008, the O&C Committee granted both
time-based and performance-based SARs to certain executive officers and other key employees in connection
with their equity investments in Investment LLC. Time-based SARs vest with respect to 20% of the Oncor
equity interests subject to such awards on each of the first five anniversaries of October 10, 2007.
Performance-based SARs become vested as to 20% of the Oncor equity interests subject to such awards at the
end of each of Oncor’s five fiscal years (which end each December 31) from 2008 to 2012, provided that
Oncor meets specified financial targets. In the event we fail to meet a specified financial target in a given
fiscal year, under certain circumstances the applicable award may vest in a subsequent year if cumulative
targets including such year are met.

Vesting of performance-based SARs eligible to vest in 2008 was subject to Oncor’s achievement of an
EBITDA target of $1,183,294,157 excluding securitization revenue, amortization of purchase accounting
adjustments and the goodwill impairment. The O&C Committee set this target based on historical performance
and expected future performance. Actual 2008 EBITDA for purposes of the SARs Plan was $1,175,483,215,
which differed from the target by 0.66%. However, in February 2009 the O&C Committee exercised its
authority under the SARs Plan to vest such performance-based SARs on the basis that Oncor’s EBITDA for
2008 was not materially less than the EBITDA target and demonstrated an appropriate level of performance.
As a result, all performance-based SARs eligible to vest in 2008 are deemed to have vested as of December 31,
2008.

The vesting of the SARs does not entitle the grantee to exercise the SARs until certain events occur as
described below: (1) all time-based SARs vest and become exercisable upon the termination of the
participant’s employment by Oncor without “cause” or by the participant with “good reason” following a
“change in control” (as those terms are defined in the SARs Plan); (2) except as otherwise provided in an
award letter and subject to the participant’s employment on the date of the applicable event, vested time-based
SARs and vested performance-based SARs become exercisable as to the Oncor equity interests subject to such
vested SARs immediately prior to an “EFH realization event” (as defined in the SARs Plan) in the same
proportion as EFH Corp. or certain associated persons realize liquidity in connection with such event; (3) all
unvested performance-based SARs become vested and exercisable, subject to certain conditions, upon any
“liquidity event” (as defined in the SARs Plan), so long as the participant is still employed by Oncor on such
dat