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GLOSSARY

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

1999 Restructuring Legislation

2004 Form 10-K

Commission

Company

ERCOT

FASB

Financing Order

Moody's

REP

S&P

Settlement Plan

SFAS 71

TXU Electric Delivery

TXU Energy Holdings

US GAAP

US Holdings

legislation that restructured the electric utility industry in Texas to provide for
retail competition

TXU Electric Delivery Transition Bond Company's Annual Report on Form
10-K for the year ended December 31, 2004

Public Utility Commission of Texas

TXU Electric Delivery Transition Bond Company LLC, a wholly—owned
bankruptcy remote financing subsidiary of TXU Electric Delivery Company

Electric Reliability Council of Texas, the Independent System Operator and the
regional reliability coordinator of the various electricity systems within Texas

Financial Accounting Standards Board, the designated organization in the
private sector for establishing standards for financial accounting and reporting

the financing order issued by the Commission on August 5, 2002 to Electric
Delivery, its successors and assignees that provide transmission and distribution
service

Moody's Investors Services, Inc.

retail electric provider

Standard & Poor's, a division of the McGraw Hill Companies

regulatory settlement plan that received final approval by the Commission in
January 2003

Statement of Financial Accounting Standards No. 71, “Accounting for the Effect
of Certain Types of Regulation”

refers to TXU Electric Delivery Company, a subsidiary of US Holdings, or
Electric Delivery and its consolidated bankruptcy remote financing subsidiary,
TXU Electric Delivery Transition Bond Company LLC, depending on context

refers to TXU Energy Company LLC, a subsidiary of US Holdings, and/or its
consolidated subsidiaries, depending on context

accounting principles generally accepted in the United States of America

TXU US Holdings Company, a subsidiary of TXU Corp.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC

CONDENSED STATEMENTS OF INCOME
(Unaudited)

Three Months Ended

Six Months Ended

June 30, June 30,
2005 2004 2005 2004

Operating revenues:

Transition charge revenue $ 35348,748 $ 13908316 $ 67,883,966 $ 27,937,555
Investment income 292,132 36,691 542,915 66,328
Total operating revenues 35,640,880 13,945,007 68,426,881 28,003,883
Operating expenses:

Interest expense 13,893,075 7,627,082 27,953,803 12,931,084
Amortization of transition property 21,259,115 8,807,264 42,665,087 14,465,182
Over/(Under) recovery of transition charges 203,858 (2,637,992) (2,805,834) 331,930
Servicing fees, administrative and general expenses 207,471 148,653 414,943 275,687
Total operating expenses 35,563,519 13,945,007 68,227,999 28,003,883
Net income $ 77,361 $ — 198882 $ ——

See Notes to Financial Statements
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TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC
CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended
June 30,
2005 2004
Cash flows — operating activities:
Net income $ 198,882 $ ==
Adjustments to reconcile net income to cash provided by operating activities:
Amortization of transition property 42,665,087 14,465,182
Over/(Under)-recovery of transition charges (2,805,834) 331,930
Changes in operating assets (5,125,463) (1,924,479)
Changes in operating liabilities 75,901 2,735,405
Cash provided by operating activities 35,008,573 15,608,038
Cash flows — financing activities:
Proceeds from issuance of transition notes - 789,777,000
Equity contribution from parent == 3,948,885
Repayment of debt (45,446,242) (7,693,695)
Distribution paid to parent (121,521) —=
Cash provided by (used in) financing activities (45,567,763) 786,032,190
Cash flows - investing activities:
Purchase of transition property == (789,777,000)
Increase (decrease) in restricted funds 10,615,899 (11,863,228)
Cash provided by (used in) investing activities 10,615,899 (801,640,228)
Net increase in cash and cash equivalents 56,709 ==
Cash and cash equivalents, beginning of period 1,000 1,000
Cash and cash equivalents, end of period $ 57,709 $ 1,000

See Notes to Financial Statements
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TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC

CONDENSED BALANCE SHEETS

(Unaudited)
June 30, December 31,
2005 2004

Current assets:
Cash and cash equivalents $ 57,709 $ 1,000
Restricted cash 33,609,252 42,732,370
Accounts receivable — affiliate 215.053 ==
Transition charge receivable:
Affiliates 14,336,177 12.622.632
All other 9,593,631 6,396,766
Total current assets 57,811,822 61,752,768
Investments:
Restricted funds held in trust 11,386,844 12,879,625

Transition property, net of accumulated amortizationof $96,324,275 and $53,659,188

1,193,452,725

1,236,117,812

Total assets

$1,262,651,391

$1,310,750,205

LIABILITIES AND MEMBER'S EQUITY

Current liabilities:

Long—term debt due currently $ 91,797,299 $ 90,305,053
Accounts payable — affiliate 156,575 181,162
Accrued interest 12,033,011 12,316,572
Other current liabilities 2,021,911 1,637,862
Total current liabilities 106,008,796 104,440,649
Transition bonds 1,120,493,098 1,167,431,586
Requlatory liability 19,622,251 22,428,085
Total liabilities 1,246,124,145 1,294,300,320
Member's equity 16,527,246 16,449,885

Total liabilities and member's equity

$1,262,651,391

$1,310,750,205

See Notes to Financial Statements
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TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC
NOTES TO CONDENSED FINANCIAL STATEMENTS
(Unaudited)

1. SIGNIFICANT ACCOUNTING POLICIES AND BUSINESS

Business — The Company is a bankruptcy remote special purpose Delaware limited liability company, wholly-owned by TXI
Electric Delivery. TXU Electric Delivery is a wholly—owned subsidiary of US Holdings, which is a wholly—owned subsidiary of TXU
Corp. TXU Electric Delivery is a regulated electricity transmission and distribution company, principally engaged in providing
delivery services to REPs that sell electricity in the north—central, eastern and western parts of Texas.

The Company was organized in November 1999 for the limited purposes of issuing transition bonds and purchasing and owr
transition property (as defined in the 1999 Restructuring Legislation) acquired from TXU Electric Delivery. Transition propert
represents the irrevocable right to impose, collect and receive transition charges in an amount sufficient to pay the interest, fees
expenses associated with the transition bonds, and the aggregate principal amount of the transition bonds. For legal purpose:
transition property has been sold to the Company by TXU Electric Delivery. The Company had no operations until August 2003.
connection with the acquisition of the transition property, the Company:

* registered and issued transition bonds,

« pledged its interest in the transition property and other transition bond collateral to secure the transition bonds,
« has agreed to make debt service payments on the transition bonds, and

< has agreed to perform other activities that are necessary, suitable or convenient to accomplish these purposes.

The Company is structured and is operated in a manner such that in the event of bankruptcy proceedings against TXU Ele
Delivery, the assets of the Company will not be consolidated into the bankruptcy estate of TXU Electric Delivery. TXU Electri
Delivery is not the owner of the transition property described herein, and the assets of the Company are not available to pay cred
of TXU Electric Delivery or any of its affiliates.

Operating revenues of the Company consist primarily of transition charges, approved by the Commission, billed to REPs by T.
Electric Delivery on behalf of the Company to collect the funds needed to make scheduled transition bond payments, includ
principal, interest, associated fees and expenses, and funding the over—collateralization subaccount.

As a result of variations in power consumption, temporary over or under recovery of transition charges may occur. In such instan
the over—collateralization and the capital subaccounts are drawn down to make scheduled payments on the transition bon
sufficient funds are not collected through transition charges. TXU Electric Delivery files, on behalf of the Company, an annu
true—up adjustment with the Commission with respect to each series of transition bonds. The filing for the first series bonds is
August and the second series filing is in May. In the filing, TXU Electric Delivery requests the Commission to increase or decree
the authorized transition charges such that, based on the then current forecast of customer usage, sufficient funds will be colle
during the following year to meet the scheduled payments and replenish the over—collateralization and capital subaccounts to t
required level. The Company also has the right, under certain circumstances, to file interim true-up adjustment reque
semi—annually if needed to make scheduled payments.

The transition property asset is amortized to earnings based on principal payments over the life of the bonds.

Basis of Presentation—— The financial statements of the Company have been prepared in accordance with US GAAP and on the s
basis as the audited financial statements included in its 2004 Form 10-K. In the opinion of management, all adjustments (consistin
normal recurring accruals) necessary for a fair presentation of the results of operations and financial position have been inclu
therein.
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2. RELATED PARTY TRANSACTIONS

Pursuant to administration and servicing agreements between the Company and TXU Electric Delivery, TXU Electric Delivel
furnishes to the Company, at a fixed fee per year, billing, payment processing, collection, clerical, secretarial and other accoun
services, which are reflected as administrative and general expenses in the income statement. The Company's expense for ser
and administration fees earned by TXU Electric Delivery totaled $193,806 and $135,508 for the three months ended June 30, 2
and 2004, respectively, and totaled $387,611 and $250,999 for the six months ended June 30, 2005 and 2004, respectively.

During the three months ended June 30, 2005 and 2004, transition charges billed to TXU Energy Holdings, which are includec
operating revenues, totaled $19,890,272 and $9,559,289, respectively. During the six months ended June 30, 2005 and 2004, trar
charges billed to TXU Energy Holdings totaled $39,609,387 and $19,551,285, respectively. The balance of accounts receivable
from TXU Energy Holdings was $14,336,177 as of June 30, 2005 and $12,622,632 as of December 31, 2004.

The balance of accounts receivable due from TXU Electric Delivery was $215,053 as of June 30, 2005 and represents deposits t
by TXU Electric Delivery to REPs as security for payment of the REPs transition charges. TXU Electric Delivery, as servicer of tt
transition bonds, reviews the security amount for the REPs quarterly and requests increases when required.

In April 2005, TXU Energy Holdings made an early payment of its outstanding transition charges in the approximate amount of
million to cover a deficiency in transition charges for the second series of bonds. There can be no assurance that TXU Ene
Holdings would agree to make another early payment in the future. See Note 3 to Financial Statements.

The Company receives interest income with respect to its indenture trustee reserve account. Periodically, the Company intenc
distribute, in the form of a dividend, all interest income earned on the indenture trustee reserve account to TXU Electric Delive
Interest income accumulated in the indenture trustee reserve account in the amount of $121,521 was distributed to TXU Elec
Delivery during the second quarter of 2005.

3. FINANCING ARRANGEMENTS

Long—-term Debt —— At June 30, 2005 and December 31, 2004, the Company's long-term debt consisted of the following:

June 30, December 31,

2005 2004
2.260% Fixed Series 2003 Bonds due in bi—annual installments through February 15,
2007 $ 59942229 $ 80,456,761
4.030% Fixed Series 2003 Bonds due in bi—annual installments through February 15,
2010 122,000,000 122,000,000
4.950% Fixed Series 2003 Bonds due in bi—annual installments through February 15,
2013 130,000,000 130,000,000
5.420% Fixed Series 2003 Bonds due in bi—annual installments through August 15,
2015Series 145,000,000 145,000,000
3.520% Fixed Series 2004 Bonds due in bi—annual installments through November 15,
2009 244571,168 269,502,878
4.810% Fixed Series 2004 Bonds due in bi—annual installments through November 15,
2012 221,000,000 221,000,000
5.290% Fixed Series 2004 Bonds due in bi—annual installments through May 15, 2016 289,777,000 289,777,000
Total 1,212,290,397 1,257,736,639
Less amount due currently 91,797,299 90,305,053
Total Long—-Term Debt $1,120,493,098 $1,167,431,586

The bonds were issued in two series. The first series of bonds, with a total principal amount of $500,000,000, was issued on Au
21, 2003, and the second series, with a total principal amount of $789,777,000, was issued on June 7, 2004.

5
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The transition property sold to the Company is pledged as collateral for the bonds, as well as restricted cash in the capital sub—ac
at June 30, 2005 of $1,366,192. Collections of transition charges will be used to pay the principal, interest and associated costs c
transition bonds. The Company is required to maintain restricted cash pledged as collateral for the bonds in an amount equal to
of the initial aggregate principal amount of bonds outstanding. Should the transition charges collected through the specified payn
dates listed above not provide adequate funds to make the scheduled payments of principal and interest, the transition charge
continue to be collected for approximately two years before the bond goes into default for non—payment.

Interim true—up —— In the November 2004 interim true—up adjustment for the second series of transition bonds, TXU Electri
Delivery, in its role as servicer of the second series of transition bonds, made an error in the calculation of the transition char
applicable to the Large General Service Secondary class of customers. This error was clerical in nature and resulted in the w
number of forecasted kilowatt—hours for this particular rate class for the applicable period. The result of the error was that
transition charges billed for this customer class were lower than required to meet the May 16, 2005 scheduled principal paymen
the second series of bonds (even considering the amount in the capital subaccount for that series of transition bonds, which was
to help meet the scheduled payment). In April 2005, TXU Electric Delivery, as servicer of the second series of transition bon
requested that TXU Energy Holdings, as a REP, pay a portion of its then outstanding transition charges related to the second ser;
transition bonds early in an amount sufficient to cover the expected deficiency. Although not required to make such early payme
TXU Energy Holdings agreed to make an early payment of approximately $2 million. TXU Energy Holdings made this early payme
with no compensation from either TXU Electric Delivery or the Company. As a result, the scheduled payment of principal and inter
was made in full. Although TXU Energy Holdings agreed to make an early payment of its outstanding transition charges, there car
no assurance that TXU Energy Holdings would agree to make another early payment.

4, MEMBER'S INTEREST
Upon the issuance of the second series of transition bonds in June 2004, TXU Electric Delivery was required to contribute $3,948,
to the capital subaccount, pledged as collateral for that series of transition bonds. This was in addition to the $2,500,000 that T

Electric Delivery contributed to the capital subaccount for the first series of transition bonds issued in 2003.

The following table presents the changes in Member's Interest for the six months ended June 30, 2005:

Total
Member's
Interest
Balance at December 31, 2004 $ 16,449,885
Distribution paid to parent (121,521)
Net income 198,882
Balance at June 30, 2005 $ 16,527,246
5. RESTRICTED CASH
Balance Sheet Classification Balance Sheet Classification
At June 30, 2005 At December 31, 2004

Current Assets Investment Current Assets Investment

Collections related to securitization bonds used only to

service debt and pay expenses $ 33,609,252 $ — $ 42,732,370 $ =
Funds for payment of fees associated with securitization

(transition) bonds - 10,020,652 - 10,093,149
Reserve for shortfalls of transition bond charges (capital

subaccount) == 1,366,192 == 2,786,476
Total $ 33609252 $ 11386844 $ 42732370 $ 12,879,625

6
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TXU Electric Delivery Transition Bond Company LLC:

We have reviewed the accompanying condensed balance sheet of TXU Electric Delivery Transition Bond Company LLC (t
“Company”) as of June 30, 2005, and the related condensed statements of income for the three-month and six—-month periods €
June 30, 2005 and 2004, and the condensed statements of cash flows for the six-month periods ended June 30, 2005 and 2004.
interim financial statements are the responsibility of the Company's management.

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board (United States
review of interim financial information consists principally of applying analytical procedures to financial data and making inquiries ¢
persons responsible for financial and accounting matters. It is substantially less in scope than an audit in accordance with the stan
of the Public Company Accounting Oversight Board (United States), the objective of which is the expression of an opinion regardi
the financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to such interim financial statements
them to be in conformity with accounting principles generally accepted in the United States of America.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United Stat
the balance sheet of the Company as of December 31, 2004, and the related statements of income, cash flows and member's eqt
the year then ended (not presented herein); and in our report dated March 29, 2005, we expressed an unqualified opinion on 1
financial statements. In our opinion, the information set forth in the accompanying balance sheet as of December 31, 2004, is f
stated, in all material respects in relation to the balance sheet from which it has been derived.

/s/ DELOITTE & TOUCHELLP

Dallas, Texas
August 12, 2005
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ITEM MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
2. OPERATIONS

BUSINESS

The Company is a bankruptcy remote special purpose Delaware limited liability company, wholly—owned by TXU Electric Delivery
TXU Electric Delivery is a wholly—owned subsidiary of US Holdings, the common shares of which are wholly owned by TXU Corp
TXU Electric Delivery is a regulated electricity transmission and distribution company principally engaged in providing deliver
services to REPSs that sell electricity in the north—central, eastern and western parts of Texas.

The Company was organized in November 1999 for the limited purposes of issuing transition bonds and purchasing and owr
transition property (as defined in the 1999 Restructuring Legislation) acquired from TXU Electric Delivery. For legal purposes, tl
transition property has been sold to the Company by TXU Electric Delivery. The Company had no operations until August 2003.
connection with the acquisition of the transition property, the Company:

« registered and issued transition bonds,

< pledged its interest in the transition property and other transition bond collateral to secure the transition bonds,
« has agreed to make debt service payments on the transition bonds, and

* has agreed to perform other activities that are necessary, suitable or convenient to accomplish these purposes.

The Company is structured and is operated in a manner such that in the event of bankruptcy proceedings against TXU Ele
Delivery, the assets of the Company will not be consolidated into the bankruptcy estate of TXU Electric Delivery. TXU Electri
Delivery is not the owner of the transition property described herein, and the assets of the Company are not available to pay cred
of TXU Electric Delivery or any of its affiliates.

Also see Note 1 to Financial Statements.
RESULTS OF OPERATIONS

Results for both the three and six month periods ended June 30, 2004 include approximately one month of activity for the sec
series of transition bonds (issued June 7, 2004).

During the three months ended June 30, 2005 and 2004, operating revenues of $35,640,880 and $13,945,007, respectively, inc
accrued net unbilled revenues of $1,638,542 and a charge of $40,786, respectively, as well as interest income on those funds coll
of $292,132 and $36,691, respectively. During the six months ended June 30, 2005 and 2004, operating revenues of $68,426,88
$28,003,883, respectively, included accrued net unbilled revenues of $1,075,757 and $218,903, respectively, as well as inte
income on those funds collected of $542,915 and $66,328, respectively.

As discussed in Note 1, TXU Electric Delivery files for increases or decreases (true—ups) in transition charges with the Commissiol
ensure sufficient funds will be collected during the following year to meet scheduled payments on the bonds and maintain
over—collateralization and capital subaccounts at the required levels. The latest filings were an interim true—up for the first serie:
bonds filed in November 2004 and an annual true—up for the second series of bonds filed in May 2005. Based on the approved ch:
and current forecast of customer usage, it is expected that 2005 payments will be made as scheduled.

As of June 30, 2005, the balance in the capital subaccount for the first series of transition bonds was $1,080,267 versus the req
level of $2,500,000 and for the second series of transition bonds was $285,925 versus the required level of $3,948,885. Addition:
as of June 30, 2005, the balance in the over—collateralization subaccount for the first series of transition bonds was zero versu
required level of $312,499 and for the second series of transition bonds was zero versus the required level of $329,074.

8
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To the extent revenues are greater or less than the total of interest expense excluding interest on the indenture trustee reserve ac
amortization of the transition property and other fees and expenses, the company records an increase or decrease to expen
over/under-recovery of transition charges. For the three months ended June 30, 2005, the Company recorded an over—recove
transition charge expense and an offsetting increase to the regulatory liability of $203,858. For the three months ended June 30, :
the Company recorded an under-recovery benefit and an offsetting reduction to the regulatory liability of $2,637,992. For the

months ended June 30, 2005 and 2004, the Company recorded an under-recovery benefit of $2,805,834 and an over-recc
expense of $331,930, respectively.

Net income for the three and six months ended June 30, 2005 was $77,361 and $198,882, respectively, and consists of interest €
on the indenture trustee reserve account. No net income was reported for the three and six months ended June 30, 2004.

FINANCIAL CONDITION

Cash Flows —— Cash flows provided by operating activities for the six months ended June 30, 2005 totaled $35,008,573 compare
$15,608,038 for the six months ended June 30, 2004. The increase was primarily due to 2005 including a full six months of rever
related to the second series of transition bonds (issued June 7, 2004) as compared to 2004 including approximately one month of
revenues.

Cash flows used in financing activities totaled $45,567,763 in 2005 compared to $786,032,190 provided by financing activities
2004. In 2005, two scheduled principal payments of $20,514,532 and $24,931,710 were made on the transition bonds and the int
income accumulated in the indenture trustee reserve account in the amount of $121,521 was distributed to TXU Electric Delivery
June 2004, the Company completed the issuance and sale of the second series of transition bonds in an aggregate principal amc
$789,777,000. TXU Electric Delivery contributed $3,948,885 to the capital subaccount as collateral for that series of transition bon
Also in 2004, a scheduled principal payment of $7,693,695 was made on the transition bonds.

Cash flows provided by investing activities totaled $10,615,899 in 2005 compared to $801,640,228 used in investing activities
2004. The 2004 activity included the purchase of transition property from TXU Electric Delivery for $789,777,000. Activity in 200¢
and 2005 included changes in the balances of all restricted cash accounts.

Equity —— Upon the issuance of the second series of transition bonds in 2004, TXU Electric Delivery was required to contribu
$3,948,885 to the capital subaccount, pledged as collateral for that series of transition bonds. This was in addition to the $2,500
that TXU Electric Delivery contributed to the capital subaccount for the first series of transition bonds issued in 2003.

FINANCING ACTIVITIES

The Company's financial needs are limited to issuance of the transition bonds. There is no provision to allow for any ott
borrowings.

Financial Covenants, Credit Rating Provisions and Cross Default Provisions—— The terms of the indenture contain financial
covenants that require maintenance of specified collateral deposits in proportion to the aggregate principal amount of the bo
outstanding. As of June 30, 2005, the Company was in compliance with such covenants.

CHANGES IN ACCOUNTING STANDARDS

There were no changes in accounting standards that affected the Company's financial position or results of operations.

9
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RISK FACTORS THAT MAY AFFECT FUTURE RESULTS

Some important factors that investors should consider carefully before deciding whether to purchase transition bonds of any serie
class include:

Material Payment Delays or Losses on Transition Bonds May be Experienced Due to the Limited Sources of Payment for the
Transition Bonds and Limited Credit Enhancement

Material payment delays or losses on transition bonds may be experienced if the assets securing transition bonds are insufficient t
the principal amount of such transition bonds and accrued interest on those transition bonds in full. The only source of funds
payments of interest on and principal of the transition bonds of a particular series is the related collateral for that series. The collat
for a particular series of transition bonds is limited to:

the related transition property, including the irrevocable right to impose, collect and receive the related transition charg
from customers and to adjust the transition charges at least annually;

available funds on deposit in the applicable trust accounts held by the indenture trustee;

contractual rights under the applicable sale agreement, the applicable servicing agreement and other applicable contr
for such series; and

any other credit enhancements described in the applicable prospectus supplement related to such series of transition bo

The transition bonds are not insured or guaranteed by TXU Electric Delivery, including in its capacity as servicer, or by its ultime
parent, TXU Corp., any of its affiliates (other than the Company), the indenture trustee or any other person or entity. Thus, reliance
payment of the transition bonds must be based upon collections of the related transition charges, available funds on deposit ir
applicable trust accounts held by the indenture trustee and any other credit enhancement described in the applicable prosp
supplement related to a series of transition bonds. A series of transition bonds is payable only from collateral that secures such s
and not from transition charges imposed and collected for any other series of transition bonds. The organizational documents o
Company restrict the right to acquire other assets unrelated to the transactions described herein.

Judicial, Legislative or Regulatory Actions That May Adversely Affect an Investment in Transition Bonds

Legal Action May Reduce the Value of an Investment in Transition Bonds. The transition property is created pursuant to the 1
Restructuring Legislation and the Financing Order issued by the Commission. Investing in bonds payable from an asset that dep
for its existence on recently enacted legislation with a limited history and judicial interpretation and regulatory implementation al
interpretation is risky. The 1999 Restructuring Legislation was adopted in June 1999 by a vote of 142-4 in the Texas House and 2
in the Senate and signed into law by Governor George W. Bush.

On December 31, 2001, a Settlement Plan was filed on behalf of US Holdings, which, among other things, resolved all issues rel
to US Holdings' stranded cost recovery and securitization of TXU Electric Delivery's regulatory assets. On August 5, 2002, t
Commission issued the Financing Order, pursuant to the Settlement Plan, authorizing the issuance of transition bonds relatin
recovery of TXU Electric Delivery's regulatory assets. The Commission's order approving the Settlement Plan and the Financ
Order were appealed by certain nonsettling parties to the Travis County, Texas District Court in August 2002. In January 2003,
Holdings concluded a settlement of these appeals, and they were dismissed. Thus, the settlement became final.

A portion of the 1999 Restructuring Legislation was challenged in Texas state court. This portion of the 1999 Restructuril
Legislation was upheld and is no longer subject to appeal, as is discussed below. Notwithstanding the Texas state court's decisi
future Texas state or federal court decision might overturn the 1999 Restructuring Legislation or the Financing Order. Because
securitization financing is a creation of statute, any alteration affecting the validity of the relevant underlying legislative provisior
could directly impact the transition bonds. For example, if the provisions that create transition property were invalidated, the valid
of the principal assets securing the transition bonds could be eliminated. As another example, if the provisions that allow for
transition charge true—up adjustment process were invalidated, the servicer could be prevented from ensuring that sufficient fund:
deposited with the indenture trustee for the scheduled payments on the transition bonds. If an invalidation of any relevant underly
legislative provision or Financing Order provision occurs, some or all of the investment in the transition bonds may be lost or delz
may be experienced in recovering the investment. The 1999 Restructuring Legislation or any of its provisions, including tl
provisions relating to securitization, may be directly contested in courts or otherwise become the subject of litigation.
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The constitutionality of the securitization provisions of the 1999 Restructuring Legislation under the Texas Constitution we
challenged in connection with a securitization request made by Central Power and Light Company. The constitutionality of t
challenged provisions of the 1999 Restructuring Legislation was affirmed by the Travis County, Texas District Court in July 200
This judgment was appealed directly to the Texas Supreme Court. On June 6, 2001, the Texas Supreme Court affirmed the judg
of the Travis County, Texas District Court denying this appeal and finding that the securitization provisions are constitutional. T
Texas Supreme Court denied rehearing, with a corrected opinion that did not affect the substance of the original ruling, on August
2001. No petition for writ of certiorari was filed with the United States Supreme Court prior to the deadline for such a filing.

If in the future a state or federal court were to determine that the relevant provisions of the 1999 Restructuring Legislation or
Financing Order are unlawful or invalid, that decision could adversely affect the validity of the transition bonds or the Company
ability to make payments on the transition bonds. In that case, a loss on or delay in recovery of the investment in the transition bc
may be experienced. If the 1999 Restructuring Legislation is overturned, the limitation on appealing the Financing Order may alsc
overturned. The Company cannot assure that another lawsuit challenging the validity of the 1999 Restructuring Legislation will not
filed in the future or that, if filed, such lawsuit would not be successful.

Other states have passed electric utility deregulation laws similar to the 1999 Restructuring Legislation, and some of these laws |
been challenged by judicial actions. To date, none of these challenges has succeeded, but future judicial challenges could be mz
other states. An unfavorable decision regarding another state's law would not automatically invalidate the 1999 Restructur
Legislation or the Financing Order, but it might provoke a challenge to the 1999 Restructuring Legislation or the Financing Order.
addition, an unfavorable court decision with respect to another state's statute may establish a legal precedent for a successful cha
to the 1999 Restructuring Legislation depending on the similarity of the other statute and the applicability of the legal precedent to
1999 Restructuring Legislation. Furthermore, legal action in other states could heighten awareness of the political and other risk
the transition bonds, and in that way may limit the liquidity and value of the transition bonds. Therefore, legal activity in other stat
may indirectly affect the value of an investment in transition bonds.

Neither the Company nor TXU Electric Delivery will indemnify an investor for any changes in the law, including any amendment ¢
repeal of the 1999 Restructuring Legislation that may affect the value of the transition bonds. TXU Electric Delivery may have
indemnify the Company, however, if legal action based on law in effect at the time of the issuance of the transition bonds invalide
the transition property.

Further Legislative Action May Reduce the Value of An Investment in Transition Bonds. The value of an investment in transiti
bonds may decline due to legislative action. For example:

(a) Future Texas Legislative Action May Invalidate the Transition Bonds or the Transition Property which is the Primary
Source of Payments on the Transition Bonds. Unlike many other states (including California, Massachusetts a
Michigan), the citizens of the State of Texas do not have the constitutional right to adopt or revise laws by initiative
referendum. Thus, absent any amendment of the constitution of the State of Texas, the 1999 Restructuring Legislat
cannot be amended or repealed by direct action of the electorate. The Texas legislature may repeal the 1999 Restructt
Legislation, or amend the 1999 Restructuring Legislation in a way that limits or alters the transition property so as
reduce its value. However, under the 1999 Restructuring Legislation, the State of Texas has pledged for the benefit :
protection of TXU Electric Delivery and all financing parties that it (including the Commission) will not take or permit any
action to be taken that would impair the value of the transition property.
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Hunton & Williams LLP has rendered its opinion to the Company and TXU Electric Delivery in connection with the issuance of th
first series of the transition bonds, and rendered a similar opinion to the Company and TXU Electric Delivery in connection with t
second series of transition bonds, that under the laws of the State of Texas and the United States, holders of the transition bonds
successfully challenge under the Federal Contracts Clause and the Texas Contracts Clause the constitutionality of any legisl:
passed by the State of Texas, including the Commission, which becomes law that repeals or amends the 1999 Restructt
Legislation in such a manner that substantially impairs the value of the rights of the holders of the transition bonds or the transit
charges prior to the time that the transition bonds are fully paid and discharged, unless it was determined that such repe:
amendment was a legitimate and reasonable exercise of the State of Texas' sovereign powers and reasonable and necessary to
significant and legitimate public purpose. Further, Hunton & Williams LLP rendered to the Company and TXU Electric Delivery it:
opinion that a court would conclude that adverse action by the Texas legislature or the Commission that repeals the State of Te
pledge to the holders of the transition bonds or otherwise adversely affects the transition property would constitute a compens
“taking” under the Takings Clauses of the United States and Texas Constitutions, if the court determines that any such action i
intentional action by the Texas legislature or the Commission, effects a regulatory taking of the transition property and is for puk
use. There is no assurance, however, that, even if a court were to award just compensation, it would be sufficient to pay the
amount of principal and interest on the transition bonds.

It may be possible for the Texas legislature to enact legislation that would impair the rights and remedies of bondholders with
violating the State's pledge, if the legislature acts in order to serve a significant and legitimate public purpose, such as protecting
public health and safety or otherwise acts in the valid exercise of the state's police power. Even if the legislature provides an inve
with an amount deemed to be just compensation, it may not be sufficient to fully recover the investment. The Company cannot as
an investor of the likelihood or legal validity of any action of this type by the Texas legislature, or whether the action would &
considered a taking. As of the date of this report, the Company is not aware of any pending legislation in the Texas legislature
would affect any provisions of the 1999 Restructuring Legislation related to transition property or transition charges or the provisic
of the Financing Order.

The Company cannot assure an investor that a repeal or amendment to the 1999 Restructuring Legislation will not be sougt
adopted or that any action by the State of Texas adverse to an investment in the transition bonds will not occur. In any such e\
costly and time-consuming litigation might ensue. Any litigation of this type might adversely affect the price and liquidity of the
transition bonds and delay the payment of interest and principal and, accordingly, the weighted average lives of the transition bond

(b) The 1999 Restructuring Legislation May be Overturned by the Federal Government Without Full Compensation. Tt
United States Congress or a federal agency may decide that it can preempt the Texas legislature and pass a law or ac
rule or regulation prohibiting or limiting the collection of transition charges, or otherwise affecting the energy industry. A
prohibition of this nature could negate the existence of transition property. As of the date of this report, neither the Hou
nor the Senate committees having primary relevant jurisdiction have considered, or indicated an intent to consider, |
prohibition of the recovery of stranded costs or transition charges. The Company cannot predict whether any future bi
that prohibit the recovery of stranded costs or regulatory assets, or securitized financing for the recovery of stranded co
will become law or, if they become law, what their final form or effect will be. The Company can give no assurance that
court would consider the preemption by federal law of the Texas 1999 Restructuring Legislation a taking of property fro
the Company or from the holders of transition bonds. Moreover, even if this preemption of the 1999 Restructurin
Legislation and/or the Financing Order by the federal government were considered a taking under the U.S. Constitution
which the government had to pay the estimated market value of the taken transition property at the time of the taking,
Company can give no assurance that this compensation would be sufficient to pay the full amount of principal of al
interest on the transition bonds or to pay such amounts on a timely basis.
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The Company and TXU Electric Delivery have agreed to take legal or administrative action as may be reasonably necessary to b
or overturn any attempts to cause a repeal, modification or amendment to the 1999 Restructuring Legislation, the Financing Orde
the transition property.

Neither the Company, TXU Electric Delivery nor any successor seller or servicer will indemnify an investor for any changes in tt
law that may affect the value of the transition bonds. In addition, any action by the United States Congress or Texas legislature, ev
the action is ultimately determined to be invalid, and even if full compensation is ultimately provided to the holders of transitic
bonds, might result in costly and time—-consuming litigation. Any litigation of this type might adversely affect the price and liquidity
of the transition bonds and the dates of payment of interest and principal. Moreover, given the lack of judicial precedent directly
point, and the novelty in Texas of transition property as security for transition bonds, the Company cannot predict the outcome of
litigation with certainty. Accordingly, an investor may suffer a loss on or delay in recovery of an investment in the transition bonds.

(c) The Commission May Take Future Actions Which May Reduce the Value of an Investment in Transition Bonds. The 1¢
Restructuring Legislation provides that the Financing Order is irrevocable upon issuance and is not subject to reducti
impairment or adjustment by further action of the Commission, except for the true—up adjustments. The State of Tex
(including the Commission) has pledged that it will not take or permit any action to amend, alter or impair the value «
transition property created under the Financing Order, except as permitted in true—up adjustments, until the princip
interest and premium, if any, and any other charges incurred and contracts to be performed in connection with t
transition bonds have been paid and performed in full. The Commission guarantees that it will take specific actiol
pursuant to the Financing Order, as expressly authorized by the 1999 Restructuring Legislation, to ensure that transi
charge revenues are sufficient to pay principal and interest on the transition bonds. However, the Commission retains
power to adopt, revise or rescind rules or regulations affecting the seller or a successor utility. The Commission also rete
the power to interpret the Financing Order. Any new or amended regulations or orders by the Commission, for examp
could affect the ability of the servicer to collect the transition charges in full and on a timely basis. The seller has agreed
take legal or administrative action to resist any Commission rule, regulation or decision that would reduce the value of t
transition property. The Company cannot assure an investor that the seller would be successful in its efforts. Thus, fut
Commission rules, regulations or decisions may adversely affect the rating of the transition bonds, their price or the rate
transition charge collections and, accordingly, the amortization of transition bonds and their weighted average lives. A
result, an investor could suffer a loss in connection with an investment in transition bonds.

The servicer is required to file with the Commission, on behalf of the Company, any requested adjustments of the transition char
There is uncertainty associated with investing in transition bonds whose timely payment of principal and interest may depend
true—up adjustments because of the limited judicial or regulatory experience implementing and interpreting the provisions of the 1
Restructuring Legislation providing for true—up adjustments. The Company cannot assure that the foregoing adjustment proced:
and adjustments will not be challenged. Such challenges could result in costly and time consuming litigation. A shortfall or matel
delay in transition charge collections due to inaccurate forecasts, delayed implementation of true—up adjustments or the failur
implement a true—up adjustment could result in payments of principal of and interest on the transition bonds not being paid accorc
to the expected amortization schedule, lengthening the weighted average life of the transition bonds, or in payments of principal
interest not being made at all. As a result, an investor could suffer a loss in connection with an investment.
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On May 20, 2003, various electric cooperatives and municipally—owned utilities in TXU Electric Delivery's service territory filed ¢
petition for rulemaking with the Commission requesting that the Commission adopt a rule regarding the billing and collection «
transition charges from end-use customers in multiply—certificated service areas who switched electricity providers after May
1999. TXU Electric Delivery believes that the number of such customers is less than one hundred. The rule proposed by
petitioners only involves the method of collecting transition charges, including the liability in connection therewith, and would requir
the transition charges to be billed directly to those customers by the servicer, rather than by the applicable electric cooperativ
municipally—owned utility. TXU Electric Delivery has filed a response to the petition stating that the proposed rule would violate th
1999 Restructuring Legislation and the Financing Order and has filed a complaint with the Commission requesting that t
Commission order the electric cooperatives and municipally-owned utilities to implement the current procedure. The Commission |
denied the rulemaking petition. On June 13, 2005, TXU Electric Delivery reached a settlement with the parties and withdrew
complaint without prejudice for refiling. The settlement agreement establishes a process by which the recovery of transition char
associated with switchover customers will be accomplished.

Servicing Risks

Inaccurate Forecasting or Unanticipated Delinquencies Could Result in Insufficient Funds to Make Scheduled Payments on
Transition Bonds. The transition charges are generally assessed based on customer usage, which includes kilowatts demande
kilowatt—hours of electricity consumed by retail customers in TXU Electric Delivery's service area. TXU Electric Delivery calculate
the transition charges for each series of transition bonds according to the methodology approved by the Financing Order authori
those transition charges. In addition, TXU Electric Delivery, as servicer, is required to file with the Commission periodic adjustme
calculations for the transition charges. These adjustments are intended to provide, among other things, for timely payment of
transition bonds, but the frequency of these adjustments is limited to once per year for a standard true-up, no more t
semi—annually (if payment dates on transition bonds are semi—annual) or not more than once every three months (if payment date
the transition bonds are quarterly) for an interim true—up, but can be more frequently for a non-standard true—up. TXU Elect
Delivery will generally base its adjustment calculations on any shortfalls or excess in collections from customers during the pri
adjustment period and on projections of future electricity use and customers' ability to pay their electric bills. If the servic
inaccurately forecasts electricity consumption or demand or underestimates customer delinquencies or charge-offs when settir
adjusting the transition charges, or if the effectiveness of the adjustments is delayed for any reason, there could be a shortfa
material delay in transition charge collections. A shortfall or material delay in transition charge collections could result in payment
principal of and interest on the transition bonds not being made according to the expected amortization schedule, thus lengthenin
weighted average life of the transition bonds, or in payments of principal and interest not being made at all.

Inaccurate forecasting of electricity consumption by the servicer could result from, among other things:

warmer winters or cooler summers, resulting in less electricity consumption than forecasted;

general economic conditions being worse than expected, causing customers to migrate from TXU Electric Delivery
service territory or reduce their electricity consumption;

the occurrence of a natural disaster, such as a tornado, or an act of war or terrorism or other catastrophic ev
unexpectedly disrupting electrical service and reducing usage;

problems with energy generation, transmission or distribution resulting from the change in the market structure of tl
electric industry;

customers ceasing business or departing TXU Electric Delivery's service territory;

dramatic changes in energy prices resulting in decreased consumption;
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customers consuming less electricity because of increased conservation efforts or increased electric usage efficiency; or
customers switching to alternative sources of energy, including self-generation of electric power.

Inaccurate forecasting of delinquencies or charge—-offs by the servicer could result from, among other things:

unexpected deterioration of the economy or the occurrence of a natural disaster, or an act of war or terrorism or ot
catastrophic event or the declaration of a heat moratorium causing greater charge-offs than expected or forcing T’
Electric Delivery or a successor distribution company to grant additional payment relief to more customers;

a change in law that makes it more difficult for TXU Electric Delivery or a successor distribution company or a REP t
terminate service to nonpaying customers, or that requires TXU Electric Delivery or a successor distribution company
REP to apply more lenient credit standards in accepting customers;

the introduction into the energy markets of REPs who collect payments arising from the transition charges, but who m
fail to remit retail customer charges to the servicer in a timely manner; or

the failure of REPs to submit accurate and timely information to the servicer regarding their collections and charge-of
See “It May Be Difficult to Collect the Transition Charges from REPS.”

There are Uncertainties Associated with Collecting the Transition Charges, and There is Unpredictability Associated with
Deregulated Electricity Market. The predictions associated with billing and collecting transition charges are based primarily c
historical collection of payments and forecasted energy usage for which TXU Electric Delivery has records available. These usage
collection records, however, may not reflect customers' payment patterns or energy usage in the competitive market, as compet
was introduced in Texas for the first time on January 1, 2002. These records also reflect limited experience with consolidated bill
to REPs. Because that kind of billing is new in Texas, unforeseen factors may adversely affect collection of payments. Therefore,
records that TXU Electric Delivery has to date may have limited value in calculating the initial transition charges and the propos
true—up adjustments. Furthermore, TXU Electric Delivery, as servicer, has only limited experience administering transition charg
Risks are associated with TXU Electric Delivery's inexperience in calculating, billing and collecting the transition charges and
managing customer payments on the Company's behalf. A shortfall or material delay in collecting transition charges could resul
payments of principal not being paid according to the expected amortization schedule, lengthening the weighted average life of
transition bonds, or in payments of principal and interest not being made at all. As a result, an investor could suffer a loss
connection with the investment.

An Investment in Transition Bonds Relies on TXU Electric Delivery or its Successor Acting as Servicer of the Transition Proper
TXU Electric Delivery, as servicer, is responsible for billing and collecting transition charges from REPs and for filing with the
Commission to adjust these charges. If TXU Electric Delivery ceases servicing the transition property, it might be hard to finc
successor servicer and any transfer of servicing to a successor servicer may adversely affect an investor. Any successor service
have less experience than TXU Electric Delivery and may have less capable billing and/or collection systems than TXU Elect
Delivery and may experience difficulties in collecting transition charges and determining appropriate adjustments to transiti
charges. A successor servicer might charge fees that, while permitted under the Financing Order, are higher than the fees paid to
Electric Delivery as servicer. If TXU Electric Delivery were to be replaced as servicer, any of these factors and others could delay
timing of payments and may reduce the value of an investment in transition bonds. Also, a change in servicer may cause billing ar
payment arrangements to change, which may lead to a period of disruption in which customers continue to remit payments accor
to the former arrangement, resulting in delays in collection that could result in delays in payment on the transition bonds. Under
TXU Electric Delivery servicing agreements, no servicer default may be waived without the written consent of both the Commissi
and holders of a majority of the applicable series of outstanding transition bonds. The servicing agreements also grant the indeper
right to the Commission, in addition to the right of the indenture trustee on behalf of the transition bondholders, to require transfer
the servicing to a successor servicer in the event of any such servicer default.
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Upon a default under a servicing agreement based upon the commencement of a case by or against the servicer under the United
Bankruptcy Code or similar laws, the indenture trustee and the Company may be prevented from effecting a transfer of servicing.
1999 Restructuring Legislation provides that upon a default under the transition bonds, which may result from servicer's failure
make required remittances, the indenture trustee would have the right to apply to the Commission for an order that amounts ari
from transition charges be transferred to a separate account, and to apply to the district court of Travis County, Texas for an orde
sequestration and payment of revenues arising from the transition charges. However, in the event that the servicer becomes subj
a bankruptcy proceeding, federal bankruptcy law may prevent the Commission or the Texas court from issuing or enforcing th
orders. The indenture requires the indenture trustee to request an order from the bankruptcy court to permit the Commission o
Texas court to issue and enforce these orders. However, the bankruptcy court may deny the request. The failure of the servic
make required remittances would likely result in a default under the indenture.

Under the intercreditor agreement among the Company, TXU Electric Delivery, the transition bond parties and the parties to T’
Corp.'s receivables financing program, a replacement servicer would require the agreement of both the trustee and the other part
the intercreditor agreement. If the trustee and the other parties are unable to agree on a replacement servicer within 10 business
TXU Electric Delivery's independent auditors would appoint the replacement servicer.

It May Be Difficult to Collect the Transition Charges from REPs. As part of the restructuring of the Texas electric industry, rets
customers in TXU Electric Delivery's service territory began, as of January 1, 2002, or in limited circumstances by participating ir
pilot project, sooner, purchasing electricity and related services from REPs rather than TXU Electric Delivery. TXU Electric Deliver
is no longer permitted to sell electricity directly to retail customers. US Holdings currently has organized an affiliated REP to provi
electricity and related services to retail customers in TXU Electric Delivery's service territory. In the future, US Holdings ma
establish additional affiliated REPs or divest itself of one or more affiliated REPs. REPs, including US Holdings' affiliated REP, iss
a single bill to retail customers purchasing electricity from a REP. The 1999 Restructuring Legislation requires TXU Electric Delive
to allow each REP, including US Holdings' affiliated REP, pursuant to a tariff to be filed by TXU Electric Delivery and approved b
the Commission, to issue a single bill to customers purchasing electricity from that REP. This single bill includes all charges relate
purchasing electricity from the REP, including delivery services from TXU Electric Delivery and the applicable transition charge:
Retail customers will pay transition charges to REPs who supply them with electric power. The REPs will be obligated to ren
payments of transition charges to the servicer less a specified percentage allowance for charge—-offs or delinquent customer acc
whose service has been terminated, within 35 days of billing from the servicer, even if the REPs do not collect the charges from r
customers. The charge-off percentage will initially be based on the servicer's system—-wide charge-off percentage but will ther
recalculated annually for each REP in conjunction with the true—up adjustment process. Each REP's recourse for transition ch;
payments remitted to the servicer but not collected ultimately from customers will be limited to a credit against future transitic
charge payments unless the REP and the servicer agree to alternative arrangements, but in no event will the REP have recourse
Company or the Company's funds for such payments. In the event that the REP does not pay the transition charges to the service
servicer will have the right to collect transition charges directly from those retail customers who receive their electricity bills from
REP and have not paid the REP. REPs will bill most retail customers for the transition charges, and as a result the Company will t
to rely on a relatively small number of entities for the collection of the bulk of the transition charges. The servicer will not pay ar
shortfalls resulting from the failure of any REP to forward transition charge collections. This may adversely affect an investment
transition bonds because:

REPs might use more permissive standards in bill collection and credit appraisal than US Holdings historically use
and/or TXU Electric Delivery's affiliated REP uses, with respect to its customers, or might be less effective in billing an
collecting. As a result, those REPs may not be as successful in collecting the transition charges as the servicer anticip
when setting the transition charge.
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If a REP defaults, the REP must either (i) allow the provider of last resort (“POLR”") or another certified REP of the
customer's choosing to assume responsibility for billing and collecting transition charges from the REP's retail custome
(if) implement other mutually agreeable arrangements with the servicer or (iii) arrange at the REP's own expense for
amounts owed by its customers to be paid into a lock box controlled by the servicer. In no event may the servicer direc
bill a retail customer for service that was previously billed by the REP and previously paid by that customer to the REP.
addition, if a replacement REP assumes the billing and collecting responsibility during the period of a REP default, billin
and collections may be delayed due to the need to convert to such replacement provider's systems or because
replacement provider may not have adequate or complete information.

A default by a REP which collects from a large number of customers would have a greater impact than a default by
single customer.

The bankruptcy of a REP may cause a delay in or prohibition of the enforcement of rights against the REP, including t
right to payment to the servicer of transition charges previously collected by the REP, or to comply with financia
provisions of the 1999 Restructuring Legislation or other state law.

Any security deposit or other form of credit support made or deposited by a REP may not be sufficient to cover ar
shortfalls resulting from a failure of that REP to forward transition charges to TXU Electric Delivery as servicer.

REPs who do not have a long—term unsecured credit rating of at least “BBB-" and “Baa3” (or the equivalent from S&P and Moody
respectively), will be required to provide (i) a cash deposit, (ii) an affiliate guarantee, surety bond or letter of credit or (iii) somr
combination of these forms of credit support to the indenture trustee. The amount of such credit support will equal two mont
maximum expected collections of transition charges, as determined by the servicer and agreed to by the REP, and any cash de|
will be deposited in a REP security deposit subaccount. Credit support other than cash must be provided by an investment g
entity. Documents representing any other form of credit support will be held by the indenture trustee. Although the indenture trus
will maintain the REP security deposit subaccounts, it will not have an ownership interest in such subaccounts. However,
indenture trustee will have a security interest in the Company's rights with respect to such subaccounts and TXU Electric Delivery
servicer, has agreed to use its reasonable best efforts to obtain a security agreement from each REP with respect to such REP's s
deposit subaccount. In the event that a REP defaults in remitting transition charges, the servicer may direct the indenture truste
withdraw or seek recourse for the amount of the payment default or, if less, withdraw the full amount of that REP's security dept
from the REP security deposit subaccount or seek full recourse against any other form of credit support provided for deposit into
general subaccount of the applicable series.

In addition, the 1999 Restructuring Legislation provides for one or more REPs in each designated geographical area to be desigr
the POLR for such area or for specified classes of customers in such area. The 1999 Restructuring Legislation requires the POL
offer a standard retail service package of basic electric service to retail customers in its designated area at a fixed, nondiscountabl
approved by the Commission, regardless of the creditworthiness of the customer. The REP serving as the POLR may face gre
difficulty in bill collection than other REPs, and therefore the servicer may face greater difficulty in collecting transition charges froi
the REP serving as the POLR.

As noted above, REPs issue a single bill to retail customers purchasing electricity from a REP. This single bill includes all char
related to purchasing electricity from the REP, delivery services from the transmission and distribution utility and the applicab
transition charges. This may increase the risk that customers who have claims against the REP will attempt to offset those cle
against transition charges payable to the servicer or the Company. This also increases the risk that a bankruptcy court in the ever
bankruptcy of a REP would find that the REP has an interest in the transition property and may make it more difficult to terminat
bankrupt REP or collect transition charges from its customers.
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Adjustments to transition charges and, in some cases, credit enhancements (other than swap agreements) will be availab
compensate for a failure by a REP to pay transition charges over to the servicer. However, the amount of credit enhancement f
may not be sufficient to protect an investment.

Customers Have Limited Experience in Paying the Transition Charges and Paying Through REPs. The transition charges w
introduced to customers for the first time beginning with the billing period following the issuance of the first series of transition bond
As a result, customers may be confused by changes in customer billing and payment arrangements. This confusion may caus
misdirection or delay of collections of transition charges. Generation and related services, including billing and collections, begar
be provided by REPs as part of a pilot project in July 2001. All customers in areas of Texas subject to retail electric choice bega
receive such services from REPs in January 2002. Given the relatively recent introduction of customer choice, there is limi
information available as to how implementation is proceeding. Any problems arising from new and untested systems or any lack
experience on the part of the REPs with customer billing and collections could also cause delays in billing and collecting transit
charges. These delays could result in shortfalls in transition charge collections and reduce the value of an investment in transi
bonds. As of December 31, 2004, TXU Electric Delivery has not experienced any material problems with respect to its billing a
collections of these transition charges from REPs.

The Introduction of Competition to Metering Services in January 2004 May Produce Unexpected Problems. Since January 200
commercial or industrial retail customer may choose to own its own meter or may choose to have its meter owned by a REP,
transmission and distribution utility, or another person authorized by the customer. Until other entities are authorized by t
Commission, a transmission and distribution utility will continue to provide metering services relating to the installation and remov
of meters, meter maintenance, meter testing and calibration, data collection, and data management, including the transfer of metel
to the settlement agent. ERCOT is required by the Commission's substantive rules to file with the Commission quarterly update:
the operational readiness of the support systems necessary for the Commission to authorize an entity other than the transmissio
distribution utility to provide the metering services described in the preceding sentence. Should the Commission allow third partie:
perform those metering services in TXU Electric Delivery's service territory, there may be unforeseen problems in converting to 1
third party's metering system, in taking accurate meter readings and in collecting and processing accurate metering data. Inacc
metering data may lead to inaccuracies in the calculation and imposition of transition charges and could give rise to disputes betv
the servicer and REPs regarding payments and payment shortfalls. A shortfall or material delay in collecting transition char
because of the foregoing could result in payments of principal of the transition bonds not being paid according to the expec
amortization schedule, lengthening the weighted average life of the transition bonds or payments of principal and interest not be
made at all.

Changes to Billing and Collection Practices May Reduce the Value of An Investment in Transition Bonds. The Financing Order iss
to TXU Electric Delivery under the 1999 Restructuring Legislation sets forth the methodology for determining the amount of tf
transition charges the Company may impose on each customer. The servicer cannot change this methodology without approval
the Commission. However, TXU Electric Delivery, as servicer, may set its own billing and collection arrangements with REPs a
with those customers from whom it collects the transition charges directly, provided that these arrangements comply with Commiss
customer safeguards. For example, to recover part of an outstanding bill, TXU Electric Delivery may agree to extend a REP's «
customer's payment schedule or to write off the remaining portion of the bill including transition charges. Also, TXU Electri
Delivery, or a successor to TXU Electric Delivery as servicer, may change billing and collection practices. Any change to billing al
collection practices may have an adverse or unforeseen impact on the timing and amount of customer payments and may reduc
amount of transition charge collections and thereby limit the Company's ability to make scheduled payments on the transition bor
Separately, the Commission may require changes to these practices. Any changes in billing and collection regulation might adver
affect the billing terms and the terms of remittances by REPs to the servicer or make it more difficult for the servicer to collect t
transition charges. These changes may adversely affect the value of the transition bonds and their amortization, and, accordingly,
weighted average lives.
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Limits on Rights to Terminate Service May Make it More Difficult to Collect Transition Charges. An important element of an electri
utility's policies and procedures relating to credit and collections is the right to terminate or disconnect service on account
nonpayment. The Financing Order provides that the sale of transition property by TXU Electric Delivery includes all rights of TXI
Electric Delivery to authorize disconnection of electric service for nonpayment of transition charges. The Financing Order provid
that, if the servicer is billing customers for transition charges, the servicer shall have the right to terminate service for nonpaymen
transition charges pursuant to the Commission rules. Nonetheless, Texas statutory requirements and the rules and regulations
Commission, which may change from time to time, regulate and control the right to terminate service. In August 2002, tl
Commission adopted new rules that significantly changed POLR service. Under the new POLR rules, instead of being transferre
the POLR, non-paying residential and small non-residential customers served by affiliated REPs are subject to disconnect
Non-paying residential and small non-residential customers served by non-affiliated REPs are transferred to the affiliated R|
Non-paying large non-residential customers can be disconnected by any REP if the customer's contract does not preclude it. T
within the new POLR framework, the POLR provides electric service only to customers who request POLR service, whose selec
REP goes out of business, or who are transferred to the POLR by other REPs for reasons other than hon—payment. Effective Ju
2004, REPs that meet certain conditions will be permitted to request disconnection of non—paying customers. TXU Electric Deliver
affiliated REP and the other REPs may not terminate service to a customer on (1) a weekend day, (2) a day when the previous
high temperature did not exceed 32 degrees Fahrenheit and is predicted to remain at or below that level for the next 24 hours or
day for which the National Weather Service issues a heat advisory for any county in the service territory, or when a heat advisory
been issued for either of the two prior calendar days. As a result, REPs must provide service to these customers during this pe
without recouping transition charges from these customers. This could cause a REP to go out of business, which may reduce
amount of transition charge collections available for payments on the transition bonds, although any associated reduction in paym
would be factored into the transition charge true—up adjustments.

Future Adjustments to Transition Charges by Customer Class May Result in Insufficient Collections. The customers who will
responsible for paying transition charges are divided into customer classes. Transition charges will be allocated among custo
classes and assessed in accordance with the formula required under the 1999 Restructuring Legislation and specified in the Fina
Order. This allocation is based in part upon the existing rate structure of each customer class. Adjustments to the transition cha
will also be made separately to each customer class. A shortfall in collections of transition charges in one customer class ma
corrected by making adjustments to the transition charges payable by that customer class and any other customer class. ¢
customer classes have a significantly smaller number of customers than other customer classes. If customers in a class fail tc
transition charges, the servicer may have to substantially increase the transition charges for the remaining customers in that cust
class and for other customer classes. The servicer may also have to take this action if customers representing a significant perce
of a class cease to be customers. These increases could lead to further failures by the remaining customers to pay transition ch
thereby increasing the risk of a shortfall in funds to pay the transition bonds.

The large industrial and the interruptible customer classes consist of a small number of large customers. The failure of the custol
in these customer classes to pay transition charges could lead to increases in transition charges to other members of this class ¢
as other customer classes. In addition, with the issuance of each additional series of transition bonds, the transition charges impos
each customer class may increase. These increases could lead to failures by customers to pay transition charges. In either case
increases could increase the risk of a shortfall in funds to pay the transition bonds.
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Risks Associated with the Unusual Nature of the Transition Property

TXU Electric Delivery May Not Recover Transition Charges More Than 15 Years from the Original Issue Date of the Series
Transition Bonds Relating to Those Transition Charges. TXU Electric Delivery, or any successor servicer, is prohibited frol
recovering transition charges after the fifteenth anniversary of the date of issuance of the related transition bonds, but the Comj
may continue to recover transition charges incurred during the applicable 15-year period through the use of judicial process. Amol
collected from transition charges imposed for electricity consumed through the fifteenth anniversary of the date of issuance of
related transition bonds, or from credit enhancement funds, may not be sufficient to repay the transition bonds in full. If that is 1
case, no other funds will be available to pay the unpaid balance due on the transition bonds.

Foreclosure of the Indenture Trustee's Lien on the Transition Property May Not Be Practical. Under the 1999 Restructurir
Legislation and the indenture, the indenture trustee or the bondholders have the right to foreclose or otherwise enforce the liel
transition property securing the transition bonds. However, in the event of foreclosure, there is likely to be a limited market, if any,
the transition property. Therefore, foreclosure may not be a realistic or practical remedy, and the value of an investment in transi
bonds may be materially reduced.

Risks Associated with Potential Bankruptcy Proceedings

The Servicer Will Commingle the Transition Charges with Other Revenues, Which May Obstruct Access to the Transition Charge
Case of the Servicer's Bankruptcy. The servicer does not segregate the transition charges from its general funds. The transition ch
are segregated only when the servicer pays them to the indenture trustee and the indenture trustee deposits them to the appl
collection account. The servicer is permitted to remit collections on a monthly basis if TXU Electric Delivery or a successor to TX
Electric Delivery's electric public utility business remains the servicer, no servicer default has occurred, and if:

the servicer meets the credit ratings requirements of the applicable rating agencies; or

the servicer provides credit enhancement satisfactory to the applicable rating agencies to assure remittance by the ser
to the indenture trustee of the transition charges it collects.

If these conditions are not satisfied, the servicer is required to remit collections to the indenture trustee within two business day
receipt. Despite these requirements, the servicer might fail to pay the full amount of the transition charges to the indenture truste
might fail to do so on a timely basis. This failure, whether voluntary or involuntary, could materially reduce the amount of transitic
charge collections available to make payments on the transition bonds.

The 1999 Restructuring Legislation provides that the Company's rights to the transition property are not affected by the commingl
of these funds with any other funds of the servicer. In a bankruptcy of the servicer, however, a bankruptcy court might rule that fed
bankruptcy law takes precedence over the 1999 Restructuring Legislation and does not recognize the Company's right to collectiol
the transition charges that are commingled with other funds of the servicer as of the date of bankruptcy. If so, the collections of
transition charges held by the servicer as of the date of bankruptcy would not be available to pay amounts owing on the transi
bonds. In this case, the Company would have only a general unsecured claim against the servicer for those amounts. This dec
could cause material delays in payment or losses on the transition bonds and could materially reduce the value of an investme
transition bonds.

REPs Will Commingle the Transition Charges with Other Revenues, Which May Obstruct Access to the Transition Charges in Cas
a REP's Bankruptcy. A REP is not required to segregate the transition charges it collects from its general funds, either on a series
or otherwise, but will be required to remit to the servicer amounts billed to it for transition charges, less an amount relating to expec
customer charge-offs, within 35 days of billing by the servicer. A REP nonetheless might fail to pay the full amount of the transitic
charges to the servicer or might fail to do so on a timely basis. This failure, whether voluntary or involuntary, could materially redu
the amount of transition charge collections available to make payments on one or more series of transition bonds.
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The 1999 Restructuring Legislation provides that the Company's rights to the transition property are not affected by the comming|
of these funds with other funds. In a bankruptcy of a REP, however, a bankruptcy court might rule that federal bankruptcy law ta
precedence over the 1999 Restructuring Legislation and does not recognize the Company's right to receive the collected trans
charges that are commingled with other funds of a REP as of the date of bankruptcy. If so, the collected transition charges held
REP prior to or as of the date of bankruptcy would not be available to the Company to pay amounts owing on the transition bonds
this case, the Company would have only a general unsecured claim against that REP for those amounts. This decision could ¢
material delays in payment or losses on the transition bonds and could materially reduce the value of an investment in transi
bonds, especially with respect to a default by TXU Energy Holdings, the largest REP in TXU Electric Delivery's service territory.

If a REP Enters Bankruptcy Proceedings, Transition Charge Payments Made by that REP to the Servicer May Constitute Preferen
and the Servicer May be Required to Return such Funds to the Bankruptcy Estate of the REP. In the event of a bankruptcy of a RI
party in interest may take the position that the remittance of funds prior to bankruptcy to the servicer, pursuant to the Financing Or
constitutes a preference under bankruptcy law. If a court were to hold that the remittance of funds constitutes a preference, any
remittance within 90 days of the filing of the bankruptcy petition could be avoidable, and the funds could be required to be returnec
the bankruptcy estate of the REP by the Company or the servicer. To the extent that transition charges have been commingled wit
general funds of the REP, the risk that a court would hold that a remittance of funds was a preference would increase. The Com|
or the servicer may be considered an "insider" with any REP that is affiliated with the Company or the servicer. If the servicer or:
Company are considered to be an "insider" of the REP, any such remittance made within one year of the filing of the bankrup
petition could be avoidable as well if the court were to hold that such remittance constitutes a preference. In either case, the Com,
or the servicer would merely be an unsecured creditor of the REP. If any funds were required to be returned to the bankruptcy este
the REP, the Company would expect that the amount of any future transition charges would be increased through the true
mechanism to recover the amount returned.

If the Servicer Enters Bankruptcy Proceedings, the Collections of the Transition Charges Held By the Servicer as of the Date
Bankruptcy May Constitute Preferences, Which Means These Funds Would Be Unavailable to Pay Amounts Owing on the Transi
Bonds. In the event of a bankruptcy of the servicer, a party in interest may take the position that the remittance of funds prio
bankruptcy of the servicer, pursuant to the Financing Order, constitutes a preference under bankruptcy law. If a court were to hold
the remittance of funds constitutes a preference, any such remittance within 90 days of the filing of the bankruptcy petition could
avoidable, and the funds could be required to be returned to the bankruptcy estate of the servicer. To the extent that transition chi
have been commingled with the general funds of the servicer, the risk that a court would hold that a remittance of funds we
preference would increase. In such case, the Company would merely be an unsecured creditor of the servicer. If any funds \
required to be returned to the bankruptcy estate of the servicer, the Company would expect that the amount of any future trans
charges would be increased through the true—up mechanism to recover the amount returned.

Bankruptcy of TXU Electric Delivery or any Successor Seller Could Result in Losses or Delays in Payments on the Transition Bor
The 1999 Restructuring Legislation and the Financing Order provide that as a matter of Texas state law:

the rights and interests of a selling utility under a financing order, including the right to impose, collect and receiv
transition charges, are contract rights of the seller;

the seller may make a present transfer of its rights under a financing order, including the right to impose, collect al
receive future transition charges that retail customers do not yet owe;
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upon the transfer to the Company, the rights will become transition property and transition property constitutes a pres
property right, even though the imposition and collection of transition charges depend on further acts that have not
occurred; and

a transfer of the transition property from the seller, or its affiliate, to the Company is a true sale of the transition propert
not a pledge of the transition property to secure a financing by the seller.

These four provisions are important to maintaining payments on the transition bonds in accordance with their terms during ¢
bankruptcy of TXU Electric Delivery. In addition, the Company has structured the transaction with the objective of keeping th
Company legally separate from TXU Electric Delivery and its affiliates in the event of a bankruptcy of TXU Electric Delivery or any
such affiliate.

A bankruptcy court generally follows state property law on issues such as those addressed by the state law provisions described a
However, a bankruptcy court has authority not to follow state law if it determines that the state law is contrary to a paramount fede
bankruptcy policy or interest. If a bankruptcy court in an TXU Electric Delivery bankruptcy refused to enforce one or more of th
state property law provisions described above for this reason, the effect of this decision on a beneficial owner of transition bo
might be similar to the treatment to be received in an TXU Electric Delivery bankruptcy if the transition bonds had been issu
directly by TXU Electric Delivery.

The Company has taken steps together with TXU Electric Delivery, as the seller of the transition property, to reduce the risk tha
the event the seller or an affiliate of the seller were to become the debtor in a bankruptcy case, a court would order that the Comp.
assets and liabilities be substantively consolidated with those of TXU Electric Delivery or an affiliate. These steps include the fact t
the Company is a separate special purpose limited liability company, and the Company's organizational documents prevent
Company from commencing a voluntary bankruptcy case without the unanimous affirmative vote of all the Company's manage
including the managers independent of TXU Electric Delivery. Nonetheless, these steps may not be completely effective, and tht
TXU Electric Delivery or an affiliate of the seller were to become a debtor in a bankruptcy case, a court might order that tl
Company's assets and liabilities be consolidated with those of TXU Electric Delivery or an affiliate. A decision by the bankruptc
court that, despite the separateness of the Company and TXU Electric Delivery, the two companies should be consolidated, wi
have a similar effect on a beneficial owner of transition bonds. Either decision could cause material delays in payment of, or losses
the transition bonds and could materially reduce the value of an investment in such bonds. For example:

the indenture trustee could be prevented from exercising any remedies against TXU Electric Delivery on an investo
behalf, from recovering funds to repay the transition bonds, from using funds in the accounts under the indenture to me
payments on the transition bonds or from replacing TXU Electric Delivery as servicer, without permission from the
bankruptcy court;

the bankruptcy court could order the indenture trustee to exchange the transition property for other property, which mic
be of lower value;

tax or other government liens on TXU Electric Delivery's property that arose after the transfer of the transition property
the Company might nevertheless have priority over the indenture trustee's lien and might be paid from transition chat
collections before payments on the transition bonds;

the indenture trustee's lien might not be properly perfected in transition property collections that were commingled wi
other funds TXU Electric Delivery collected from its customers or REPs prior to or as of the date of TXU Electric
Delivery's bankruptcy or commingled in the general funds of TXU Electric Delivery's affiliated REP as of the date of tha
REP's bankruptcy, or might not be properly perfected in all of the transition property, and the lien could therefore be <
aside in the bankruptcy, with the result that the transition bonds would represent only general unsecured claims aga
TXU Electric Delivery;
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the bankruptcy court might rule that neither the Company's property interest nor the indenture trustee's lien extends
transition charges in respect of electricity consumed after the commencement of TXU Electric Delivery's bankruptcy cas
with the result that the transition bonds would represent only general unsecured claims against TXU Electric Delivery;

neither TXU Electric Delivery nor the Company may be obligated to make any payments on the transition bonds durir
the pendency of the bankruptcy case and/or pay interest accruing after the commencement of the case;

TXU Electric Delivery may be able to alter the terms of the transition bonds as part of its plan of reorganization;

the bankruptcy court might rule that the transition charges should be used to pay a portion of the cost of providing elect
service; or

the bankruptcy court might rule that the remedy provisions of the applicable sale agreement are unenforceable, leaving
Company with a claim of actual damages against TXU Electric Delivery that may be difficult to prove.

Furthermore, if TXU Electric Delivery enters into bankruptcy, it may be permitted to stop acting as servicer and it may be difficult t
find a third party to act as servicer. The failure of a servicer to perform its duties or the inability to find a successor servicer may ca
payment delays or losses on an investment in transition bonds. Also, the mere fact of a servicer or REP bankruptcy proceeding c
have an adverse effect on the resale market for the transition bonds and on the value of the transition bonds.

The Sale of the Transition Property Could Be Construed as a Financing and Not a Sale in a Case of TXU Electric Delivery
Bankruptcy Which Could Delay or Limit Payment on the Transition Bonds. The 1999 Restructuring Legislation provides that tl
characterization of a transfer of transition property as a sale or other absolute transfer will not be affected or impaired in any mar
by treatment of the transfer as a financing for federal or state tax purposes or financial reporting purposes. The Company and T
Electric Delivery has treated the transaction as a sale under applicable law, although for financial reporting and federal and s
income and franchise tax purposes the transaction has been treated as a financing and not a sale. In the event of a bankruptcy o
Electric Delivery, a party in interest in the bankruptcy may assert that the sale of the transition property to the Company wa
financing transaction and not a sale or other absolute transfer and that the treatment of the transaction for financial reporting an
purposes as a financing and not a sale lends weight to that position. In a recent bankruptcy court case involving LTV Steel Comp
the debtor obtained an interim emergency motion to use collections from accounts and inventory that it had sold on the grounds
the sales were in fact disguised financings. The circumstances under which the LTV Steel Company ruling would be followed
other courts are not certain. If a court were to adopt reasoning similar to that of the court in the LTV Steel case or were otherwis
characterize the transaction as a financing, the Company would be treated as a secured creditor of TXU Electric Delivery in
bankruptcy proceedings. Although the Company would in that case have a security interest in the transition property, the Comp
would not likely be entitled to access to the transition charge collections during the bankruptcy and would be subject to the typi
risks of a secured creditor in a bankruptcy case, including the possible bankruptcy risks described in the immediately preceding
factor. As a result, repayment on the transition bonds could be significantly delayed and a plan of reorganization in the bankrug
might permanently modify the amount and timing of payments to the Company of transition charge collections and therefore 1
amount and timing of funds available to the Company to make payments on the transition bonds.

Claims Against TXU Electric Delivery or any Successor Seller May Be Limited in the Event of a Bankruptcy of the Seller. If the sel
were to become a debtor in a bankruptcy case, claims, including indemnity claims, by the Company against the seller under
applicable sale agreement and the other documents executed in connection with the applicable sale agreement would be unse
claims and would be subject to being discharged in the bankruptcy case. In addition, a party in interest in the bankruptcy may req
that the bankruptcy court estimate any contingent claims that the Company have against the seller. That party may then take
position that these claims should be estimated at zero or at a low amount because the contingency giving rise to these clair
unlikely to occur. If the seller were to become a debtor in a bankruptcy case and the indemnity provisions of the applicable s
agreement were triggered, a party in interest in the bankruptcy might challenge the enforceability of the indemnity provisions. |
court were to hold that the indemnity provisions were unenforceable, the Company would be left with a claim for actual damac
against the seller based on breach of contract principles. The actual amount of these damages would be subject to estimation &
calculation by the court. The Company cannot give any assurance as to the result if any of the above—described actions or claims
made. Furthermore, the Company cannot give any assurance as to what percentage of their claims, if any, unsecured creditors v
receive in any bankruptcy proceeding involving the seller.
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A Bankruptcy of TXU Electric Delivery or Any Successor Seller Would Limit the Remedies Available to the Indenture Trustee. Uy
an event of default under the indenture, the 1999 Restructuring Legislation permits the indenture trustee to enforce the security int
in the transition property in accordance with the terms of the indenture. In this capacity, the indenture trustee is permitted to reque
Travis County, Texas district court to order the sequestration and payment to bondholders of all revenues arising with respect tc
transition property. There can be no assurance, however, that the Travis County, Texas district court would issue this order aff
seller bankruptcy in light of the automatic stay provisions of Section 362 of the United States Bankruptcy Code. In that event,
indenture trustee would be required to seek an order from the bankruptcy court lifting the automatic stay to permit this action by
Texas court, and an order requiring an accounting and segregation of the revenues arising from the transition property. There ce
no assurance that a court would grant either order.

Other Risks Associated with an Investment in the Transition Bonds

Absence of a Secondary Market for Transition Bonds Could Limit the Ability to Resell Transition Bonds. The underwriters for tl
transition bonds may assist in resales of the transition bonds, but they are not required to do so. A secondary market for the tran:
bonds of any series may not develop. If a secondary market does develop, it may not continue or there may not be sufficient liqui
to allow investors to resell any of their transition bonds. The Company does not anticipate that any transition bonds will be listed
any securities exchange.

TXU Electric Delivery's Obligation to Indemnify the Company for a Breach of a Representation or Warranty May Not Be Sufficient
Protect an Investor's Investment. If the seller breaches a representation or warranty in the applicable sale agreement, or the sel
(initially TXU Electric Delivery) breaches a representation or warranty under the applicable servicing agreement, it is obligated
indemnify the Company and the indenture trustee for any liability, obligation, claim, action, suit or payment resulting from thz
breach, as well as any reasonable costs and expenses incurred. TXU Electric Delivery will not be obligated to repurchase the trans
property in the event of a breach of any representation or warranty regarding the transition property, and neither the indenture tru
nor the holders of transition bonds will have the right to accelerate payments on the transition bonds because of such a breach (a
an event of default under the indenture). The sale agreements will provide that any change in the law by legislative enactm
constitutional amendment or voter initiative that renders any of the representations and warranties untrue would not constitute a br
under each sale agreement. TXU Electric Delivery or any successor entity acting as seller or servicer may not have sufficient fu
available to satisfy its indemnification obligations to the Company and to the indenture trustee; therefore TXU Electric Delivery m:
not be able to pay investors amounts owing on the transition bonds in full. If TXU Electric Delivery becomes obligated to indemni
holders of transition bonds, the ratings on the transitions bonds will likely be downgraded since holders of transition bonds will
unsecured creditors of TXU Electric Delivery with respect to any of these indemnification amounts. TXU Electric Delivery will nof
indemnify any person for any liability, obligation, claim, action, suit or payment resulting solely from a downgrade in the ratings o
the transition bonds.

Risks Associated With the Use of Credit Enhancements, Hedge or Swap Transactions. The Company may enter into certain forn
credit enhancement, interest rate swaps or hedge arrangements with respect to a series or class of floating rate transition bona
entail additional kinds of risks, including the risk associated with the credit of any party providing the credit enhancement, interest r
swap or hedge.
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An Investor Might Receive Principal Payments Later, or Earlier, Than Expected. The amount and the rate of collection of transiti
charges that TXU Electric Delivery will collect from each customer class will partially depend on actual electricity usage and tt
amount of collections and write—offs for that customer class. The amount and the rate of collection of transition charges, together \
the transition charge adjustments described above, will generally determine whether there is a delay in the scheduled repaymer
transition bond principal. If TXU Electric Delivery collects transition charges at a slower rate than expected from any customer cle
or REP, it may have to request adjustments to the transition charges. If those adjustments are not timely and accurate, investors
experience a delay in payments of principal and interest or a material decrease in the value of their investment. If there is
acceleration of the transition bonds before maturity, all classes will be paid pro rata, therefore some classes may be paid earlier
expected and some classes may be paid later than expected.

Technological Change May Make Alternative Energy Sources More Attractive. The continuous process of technological developn
may result in the introduction for an increasing number of retail consumers of economically attractive alternatives to purchasi
electricity through TXU Electric Delivery's distribution facilities. Previously, only the largest industrial and institutional users with
large process steam requirements could use cogeneration or self-generation installations cost—effectively. However, manufacture
self-generation facilities continue to develop smaller—scale, more fuel—efficient generating units which can be cost—effective optic
for retail consumers with smaller electric energy requirements. If such facilities have rated capacities of 10 megawatts or e
consumers that rely on such facilities do not generally have to pay transition charges under provisions of the 1999 Restructu
Legislation. Consumers may avoid a portion of their overall transition charge bill by installing new on-site generation of over ]
megawatts that reduces consumption through TXU Electric Delivery's transmission and distribution system up to 12.5¢
Technological developments may allow greater numbers of retail consumers to avoid transition charges under such provisions, w
may reduce the total number of retail consumers from which transition charges will be collected. A reduction in the number of pay
of transition charges could result in delays or a failure to make payments of interest on and principal of the transition bonds.

FORWARD-LOOKING STATEMENTS

This report and other presentations made by the Company contain forward—looking statements within the meaning of Section 21
the Securities Exchange Act of 1934, as amended. Although the Company believes that in making any such statement its expecte
are based on reasonable assumptions, any such statement involves uncertainties and is qualified in its entirety by reference to the
discussed above under “RISK FACTORS THAT MAY AFFECT FUTURE RESULTS” and the following important factors, among
others that could cause the actual results of the Company to differ materially from those projected in such forward-lookil
statements:

» state or federal legislative or regulatory developments,

« national or regional economic conditions,

< the accuracy of the servicer's estimates of market demand and prices for energy,

» the accuracy of the servicer's estimates of industrial, commercial and residential growth in TXU Electric Delivery's servic

territory, including related estimates of conservation and electric usage efficiency,

weather conditions and other natural phenomena affecting retail electric customer energy usage,

acts of sabotage, terrorist activities or other catastrophic events,

the speed, degree and effect of continued electric industry restructuring,

the operating performance of TXU Electric Delivery's facilities and third—party suppliers of electric energy in TXU

Electric Delivery's service territory,

« the accuracy of the servicer's estimates of the payment patterns of retail electric customers, including the rate
delinquencies and any collections curves, and

L] L] L] L]
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* the operational and financial ability of REPs to bill and collect transition charges and make timely payments of amoun
billed by the servicer to the REPs for transition charges.

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company undertake
obligation to update any forward-looking statement to reflect events or circumstances after the date on which such statement is n
or to reflect the occurrence of unanticipated events. New factors emerge from time to time and it is not possible for the Compan
predict all of such factors, nor can it assess the impact of each such factor or the extent to which any factor, or combination of fact
may cause actual results to differ materially from those contained in any forward—-looking statement.

ITEM CONTROLS AND PROCEDURES
4.

An evaluation was performed under the supervision and with the participation of the Company's management, including the princi
executive officer and principal financial officer, of the effectiveness of the design and operation of the disclosure controls a
procedures in effect as of the end of the current period included in this quarterly report. Based on the evaluation performed,
Company's management, including the principal executive officer and principal financial officer, concluded that the disclosu
controls and procedures were effective. During the most recent fiscal quarter covered by this quarterly report, there has bee
change in the Company's internal control over financial reporting that has materially affected, or is reasonably likely to materia
affect, the Company's internal control over financial reporting.
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PART Il. OTHER INFORMATION
REQUIRED REPORTS
The Company has included in this quarterly report on Form 10-Q or furnished on its website at www.txuelectricdelivery.com, a
indicated, the following information in respect of each series of outstanding transition bonds, as required by the terms of the inden

relating to the transition bonds. Exhibits that are filed as a part of this Form 10-Q are listed below.

Filed as Exhibit
or Furnished on

Required Item Website
Monthly servicer report (Series 2004-1 for April 2005) Exhibit 99 (a)(1)
Monthly servicer report (Series 2004-1 for May 2005) Exhibit 99 (a)(2)
Monthly servicer report (Series 2004-1 for June 2005) Exhibit 99 (a)(3)
Monthly servicer report (Series 2003-1 for April 2005) Exhibit 99 (a)(4)
Monthly servicer report (Series 2003-1 for May 2005) Exhibit 99 (a)(5)
Monthly servicer report (Series 2003-1 for June 2005) Exhibit 99 (a)(6)
A statement reporting the balance in the collection accounts as of the end of the quarter Exhibit 99 (b)

A quarterly statement affirming that, in all material respects, for each materially significant REP, (a)
each REP has been billed in compliance with the requirements outlined in the Financing Order; (b)
each REP has made payments in compliance with the requirements outlined in the Financing Order,

and (c) each REP satisfies the creditworthiness requirements of the Financing Order. Exhibit 99 (c)
Annual True—up of Transition Charges for the Series 2004-1 Transition Bonds Exhibit 99 (d)
Statement of Series 2003-1 Outstanding Bond Balances Exhibit 99 (e)(1)
Statement of Series 2004-1 Outstanding Bond Balances Exhibit 99 (e)(2)
Semiannual Servicer's Certificate February 2005 Exhibit 99 (f)
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Letter re: Unaudited
Financial Information

Section 1350
Certifications.

Additional Exhibits.

Letter from independent accountants as to unaudited
interim financial information.

Certification of Tom Baker, principal executive officer of
TXU Electric Delivery Transition Bond Company LLC,
pursuant to Section 906 of the Sarbanes—Oxley Act of
2002.

Certification of H. Dan Farell, principal financial officer
of TXU Electric Delivery Transition Bond Company
LLC, pursuant to Section 906 of the Sarbanes—-Oxley Act
of 2002.

Monthly Servicer Report (Series 2004-1 for April 2005)
Monthly Servicer Report (Series 2004-1 for May 2005)
Monthly Servicer Report (Series 2004-1 for June 2005)
Monthly Servicer Report (Series 2003-1 for April 2005)
Monthly Servicer Report (Series 2003-1 for May 2005)
Monthly Servicer Report (Series 2003-1 for June 2005)
Statement of Balances as of June 30, 2005

A quarterly statement affirming that, in all material
respects, for each materially significant REP, (a) each
REP has been billed in compliance with the requirements
outlined in the Financing Order; (b) each REP has made
payments in compliance with the requirements outlined in
the Financing Order, and (c) each REP satisfies the
Creditworthiness requirements of the Financing Order.
Annual True—-up of Transition Charges for the Series
2004-1 Transition Bonds filed May 13, 2005

Statement of Outstanding Bond Balances Series 2003-1
Statement of Outstanding Bond Balances Series 2004-1
Semi—-Annual Servicer's Certificate
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CERTIFICATION

I, H. Dan Farell, certify that:

1. | have reviewed this quarterly report on Form 10-Q and all other reports containing distribution information filed for the perio
covered by this quarterly report;

2. To the best of my knowledge, the information in these reports does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements were mac
misleading;

3. To the best of my knowledge, the financial information required to be provided to the trustee by the servicer under the transition
property servicing agreement is included in these reports; and

4. | am responsible for reviewing the activities performed by the servicer under the transition property servicing agreement and bas
upon the review required under the transition property servicing agreement the servicer has fulfilled its obligations under the transit
property servicing agreement.

Date:August 12, 2005

By /s/ H. Dan Farell
(H. Dan Farell, Senior Vice President and
Principal Financial Officer of
TXU Electric Delivery Company
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed ¢
behalf by the undersigned hereunto duly authorized.

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC

By /s/ Stan Szlauderbach

Stan Szlauderbach
Senior Vice President and Controller

Date: August 12, 2005
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EXHIBIT 15

TXU Electric Delivery Transition Bond Company LLC
500 N Akard Street
Dallas, TX 75201

We have made a review, in accordance with the standards of the Public Company Accounting Oversight Board (United States), of
unaudited condensed consolidated interim financial information of TXU Electric Delivery Transition Bond Company LLC (the
“Company”) for the three-month and six-month periods ended June 30, 2005 and 2004, as indicated in our report dated August 1.
2005; because we did not perform an audit, we expressed no opinion on that information.

We are aware that our report referred to above, which is included in the Company's Quarterly Report on Form 10-Q for the quartel
ended June 30, 2005, is incorporated by reference in Registration Statement No. 333-91935 on Form S-3.

We also are aware that the aforementioned report, pursuant to Rule 436(c) under the Securities Act of 1933, is not considered a p:
the Registration Statement prepared or certified by an accountant or a report prepared or certified by an accountant within the mes
of Sections 7 and 11 of that Act.

/s/ Deloitte & Touche LLP

Dallas, Texas
August 12, 2005




Exhibit 32(a)

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC
Certificate Pursuant to Section 906
of Sarbanes — Oxley Act of 2002
CERTIFICATION OF CEO

The undersigned, T. L. Baker, Chairman of the Board and Chief Executive of TXU Electric Delivery Transition Bond Company LL(
(the “Company”), DOES HEREBY CERTIFY that:

1. The Company's Quarterly Report on Form 10-Q for the period ended June 30, 2005 (the “Report”) fully complies with tt
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. Information contained in the Report fairly presents, in all material respects, the financial condition and results of operation
the Company.

IN WITNESS WHEREOF, the undersigned has caused this instrument to be executed tiay d2thugust, 2005.

/s/ T. L. Baker
NameT. L. Baker
Title: Chairman of the Board and Chief
Executive

A signed original of this written statement required by Section 906 has been provided to TXU Electric Delivery Transition Bon
Company LLC and will be retained by TXU Electric Delivery Transition Bond Company LLC and furnished to the Securities an
Exchange Commission or its staff upon request.




Exhibit 32(b)

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC
Certificate Pursuant to Section 906
of Sarbanes — Oxley Act of 2002
CERTIFICATION OF PFO

The undersigned, H. Dan Farell, Senior Vice President and Principal Financial Officer of TXU Electric Delivery Transition Bon
Company LLC (the “Company”), DOES HEREBY CERTIFY that:

1. The Company's Quarterly Report on Form 10-Q for the period ended June 30, 2005 (the “Report”) fully complies with tt
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. Information contained in the Report fairly presents, in all material respects, the financial condition and results of operation
the Company.

IN WITNESS WHEREOF, the undersigned has caused this instrument to be executed this 12th day of August, 2005.

/s/ H. Dan Farell
NameH. Dan Farell
Title: Senior Vice President and Principal
Financial Officer

A signed original of this written statement required by Section 906 has been provided to TXU Electric Delivery Transition Bon
Company LLC and will be retained by TXU Electric Delivery Transition Bond Company LLC and furnished to the Securities an
Exchange Commission or its staff upon request.




(TO BE DELIVERED EACH MONTH PURSUANT TO SECTION 3.01(b)(i)
OF THE SERIES 2004-1 TRANSITION PROPERTY SERVICING AGREEMENT)

MONTHLY SERVICER'S CERTIFICATE

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,

Series 2004-1 Bonds

TXU Electric Delivery Company, as Servicer

Exhibit 99(a)(1)

Pursuant to the Series 2004-1 Transition Property Servicing Agreement dated as of June 7, 2004 (the “Series 2004-1 Trans
Property Servicing Agreement”) between TXU Electric Delivery Company, as Servicer, and TXU Electric Delivery Transition Bont
Company LLC, as Issuer, the Servicer does hereby certify as follows:

SERIES 2004-1 COLLECTION PERIOD: April 2005

a. Series b. Series d. Series
2004-1 2004-1 c. Actual 2004-1
Transition Transition Series 2004-1 Transition
Charge in Charge Transition Charge
Effect Billed Charge Remittance
Payments Made to
Customer Class Received Trustee
0.001164 /
Residential Service $ kWh $ 2501,297.50 $ 3,754,283.00 $ 3,754,283.00
General Service Secondary $ 1,821,936.30 $ 2.360,321.91 $ 2.360,321.91
0.000577 /
Non—-demand $ kWh
Demand $ 0.163/kwW
General Service Primary $ 487,709.16 $ 612,203.68 $ 612,203.68
0.000799 /
Non—-demand $ kWh
Demand $ 0.355/kwW
High Voltage Service $ 0.149/kwW $ 186,993.45 $ 240,11492 $ 240,114.92
0.001343/
Lighting Service $ kWh $ 53,438.68 $ 69,330.06 $ 69,330.06
Instantaneous Interruptible $ 0.146/kW_$ 139.686.03 $ 181581.63 $ 181,581.63
Noticed Interruptible $ 0.316/kWw $ 266,050.20 $ 334,228.30 $ 334,228.30
Total $ 5,457,111.32 $ 7,552,063.50 $ 7.,552,063.50




Capitalized terms used herein have their respective meanings set forth in the Series 2004-1 Transition Property Servicing Agreem

In WITNESS HEREOF, the undersigned has duly executed and delivered this Monthly Servicer's CertificBtelalyioBMay,
2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer
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(TO BE DELIVERED EACH MONTH PURSUANT TO SECTION 3.01(b)(i)
OF THE SERIES 2004-1 TRANSITION PROPERTY SERVICING AGREEMENT)

MONTHLY SERVICER'S CERTIFICATE

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,

Series 2004-1 Bonds

TXU Electric Delivery Company, as Servicer

Exhibit 99(a)(2)

Pursuant to the Series 2004-1 Transition Property Servicing Agreement dated as of June 7, 2004 (the “Series 2004-1 Trans
Property Servicing Agreement”) between TXU Electric Delivery Company, as Servicer, and TXU Electric Delivery Transition Bont
Company LLC, as Issuer, the Servicer does hereby certify as follows:

SERIES 2004-1 COLLECTION PERIOD: May 2005

a. Series b. Series c. Actual d. Series
2004-1 2004-1 Series 2004-1 2004-1
Transition Transition Transition Transition
Charge in Charge Charge Charge
Effect Billed Payments Remittance
Received Made to
Customer Class Trustee
0.001164 /
Residential Service $ kWh $ 2576,763.53 $ 1,630,005.35 $ 1,630,005.35
General Service Secondary $ 1,892970.13 $ 1.,226,765.03 $ 1.,226,765.03
0.000577 /
Non—-demand $ kWh
Demand $ 0.163/kwW
General Service Primary $ 500,221.71 $ 347,077.06 $ 347,077.06
0.000799 /
Non—-demand $ kWh
Demand $ 0.355/kwW
High Voltage Service $ 0.149/KkW $ 19477040 $ 127.392.25 $ 127.392.25
0.001343/
Lighting Service $ kWh $ 52,796.84 $ 32,283.40 $ 32,283.40
Instantaneous Interruptible $ 0.146/kwW_$ 138,438.13 $ 103,567.68 $ 103,567.68
Noticed Interruptible $ 0316/kw $ 28491828 $ 220,205.95 $ 220,205.95
Total $ 5.,640,879.02 $ 3.687,296.72 $ 3.687,296.72




Capitalized terms used herein have their respective meanings set forth in the Series 2004-1 Transition Property Servicing Agreem

In WITNESS HEREOF, the undersigned has duly executed and delivered this Monthly Servicer's CertificHtelalyisf7June,
2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer

2




(TO BE DELIVERED EACH MONTH PURSUANT TO SECTION 3.01(b)(i)
OF THE SERIES 2004-1 TRANSITION PROPERTY SERVICING AGREEMENT)

MONTHLY SERVICER'S CERTIFICATE

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,

Series 2004-1 Bonds

TXU Electric Delivery Company, as Servicer

Exhibit 99(a)(3)

Pursuant to the Series 2004-1 Transition Property Servicing Agreement dated as of June 7, 2004 (the “Series 2004-1 Trans
Property Servicing Agreement”) between TXU Electric Delivery Company, as Servicer, and TXU Electric Delivery Transition Bont
Company LLC, as Issuer, the Servicer does hereby certify as follows:

SERIES 2004-1 COLLECTION PERIOD: June 2005

a. Series b. Series d. Series
2004-1 2004-1 c. Actual 2004-1
Transition Transition Series 2004-1 Transition
Charge in Charge Transition Charge
Effect Billed Charge Remittance
Payments Made to
Customer Class Received Trustee
0.000958 /
Residential Service $ kWh $ 3.396,786.31 $ 2.445.801.11 $ 2.445.801.11
General Service Secondary $ 4,347,340.37 $ 1.,879,914.47 $ 1.,879,914.47
0.000826 /
Non—-demand $ kWh
Demand $ 0.366/kwW
General Service Primary $ 419,281.21 $ 444149.78 $ 444,149.78
0.000378 /
Non—-demand $ kWh
Demand $ 0.289/kw
High Voltage Service $ 0.146/kW _$ 183514.88 $ 202,852.17 $ 202,852.17
0.001360 /
Lighting Service $ kWh $ 53,783.79 $ 54,249.48 $ 54,249.48
Instantaneous Interruptible $ 0.163/kW $ 154063.35 $ 135,026.69 $ 135,026.69
Noticed Interruptible $ 0.161/kW $ 152.804.24 $ 250,747.67 $ 250,747.67
Total $ 8,707,574.15 $ 5,412,741.37 $ 5,412,741.37




Capitalized terms used herein have their respective meanings set forth in the Series 2004-1 Transition Property Servicing Agreem

In WITNESS HEREOF, the undersigned has duly executed and delivered this Monthly Servicer's Certificatedhis df2June,
2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer

2




Exhibit 99(a)(4)
MONTHLY SERVICER'S CERTIFICATE
(TO BE DELIVERED EACH MONTH PURSUANT TO SECTION 3.01(b)(i)
OF THE SERIES 2003-1 TRANSITION PROPERTY SERVICING AGREEMENT)

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,
Series 2003-1 Bonds

TXU Electric Delivery Company, as Servicer
Pursuant to the Series 2003-1 Transition Property Servicing Agreement dated as of August 21, 2003 (the “Series 2003-1 Trans

Property Servicing Agreement”) between TXU Electric Delivery Company, as Servicer, and TXU Electric Delivery Transition Bont
Company LLC, as Issuer, the Servicer does hereby certify as follows:

SERIES 2003-1 COLLECTION PERIOD: April 2005

a. Series b. Series d. Series
2003-1 2003-1 c. Actual 2003-1
Transition Transition Series 2003—-1 Transition
Charge in Charge Transition Charge
Effect Billed Charge Remittance
Payments Made to
Customer Class Received Trustee
0.000691 /
Residential Service $ kKWh $ 1458,176.44 $ 1,629,454.27 $ 1,629,454.27
General Service Secondary $ 2.044.861.38 $ 1,882,019.01 $ 1.,882,019.01
0.000632 /
Non-demand kWh
Demand 0.185 / kW
General Service Primary $ 29892586 $ 277,193.00 $ 277,193.00
0.000455 /
Non-demand kWh
Demand 0.219 / KW
High Voltage Service 0.092/kW $ 11457550 $ 110.378.85 $ 110,378.85
0.000794 /
Lighting Service kWh $ 31,636.34 $ 29,215.46 $ 29.215.46
Instantaneous Interruptible 0.087/kW_$ 82,936.83 $ 84,042.58 $ 84,042.58
Noticed Interruptible 0.174/KW_$ 146,076.64 $ 139.617.89 $ 139,617.89

Total

$ 4177,188.99 $ 4,151,921.06 $ 4,151,921.06




Capitalized terms used herein have their respective meanings set forth in the Series 2003-1 Transition Property Servicing Agreem

In WITNESS HEREOF, the undersigned has duly executed and delivered this Monthly Servicer's Certificltelayis®May,
2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer

2




Exhibit 99(a)(5)
MONTHLY SERVICER'S CERTIFICATE
(TO BE DELIVERED EACH MONTH PURSUANT TO SECTION 3.01(b)(i)
OF THE SERIES 2003-1 TRANSITION PROPERTY SERVICING AGREEMENT)

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,
Series 2003-1 Bonds

TXU Electric Delivery Company, as Servicer
Pursuant to the Series 2003-1 Transition Property Servicing Agreement dated as of August 21, 2003 (the “Series 2003-1 Trans

Property Servicing Agreement”) between TXU Electric Delivery Company, as Servicer, and TXU Electric Delivery Transition Bont
Company LLC, as Issuer, the Servicer does hereby certify as follows:

SERIES 2003-1 COLLECTION PERIOD: May 2005

a. Series b. Series d. Series
2003-1 2003-1 c. Actual 2003-1
Transition Transition Series 2003—-1 Transition
Charge in Charge Transition Charge
Effect Billed Charge Remittance
Payments Made to
Customer Class Received Trustee
0.000691 /
Residential Service $ kWh $ 1502,326.71 $ 1,509,935.69 $ 1,509,935.69
General Service Secondary $ 2,123,496.92 $ 2,139,798.65 $ 2,139,798.65
0.000632 /
Non—-demand $ kWh
Demand $ 0.185/kwW
General Service Primary $ 306,494.81 $ 310,930.65 $ 310,930.65
0.000455 /
Non—-demand $ kWh
Demand $ 0.219/kwW
High Voltage Service $ 0.092/kw $ 11933521 $ 114.882.26 $ 114.882.26
0.000794 /
Lighting Service $ kWh $ 31,237.05 $ 30,953.96 $ 30,953.96
Instantaneous Interruptible $ 0.087/kwW_$ 82,192.77 $ 85,253.75 $ 85,253.75
Noticed Interruptible $ 0174/kKW $ 156,420.63 $ 164,732.41 $ 164,732.41

Total

$ 4321504.10 $ 4,356,487.37 $ 4,356,487.37




Capitalized terms used herein have their respective meanings set forth in the Series 2003-1 Transition Property Servicing Agreem

In WITNESS HEREOF, the undersigned has duly executed and delivered this Monthly Servicer's CertificHtelalyif7June,
2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer

2




Exhibit 99(a)(6)
MONTHLY SERVICER'S CERTIFICATE
(TO BE DELIVERED EACH MONTH PURSUANT TO SECTION 3.01(b)(i)
OF THE SERIES 2003-1 TRANSITION PROPERTY SERVICING AGREEMENT)

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,
Series 2003-1 Bonds

TXU Electric Delivery Company, as Servicer
Pursuant to the Series 2003-1 Transition Property Servicing Agreement dated as of August 21, 2003 (the “Series 2003-1 Trans

Property Servicing Agreement”) between TXU Electric Delivery Company, as Servicer, and TXU Electric Delivery Transition Bont
Company LLC, as Issuer, the Servicer does hereby certify as follows:

SERIES 2003-1 COLLECTION PERIOD: June 2005

a. Series b. Series c. Actual d. Series
2003-1 2003-1 Series 2003-1 2003-1
Transition Transition Transition Transition
Charge in Charge Charge Charge
Effect Billed Payments Remittance
Received Made to
Customer Class Trustee
0.000691 /
Residential Service $ kWh $ 2.437,628.97 $ 1.425874.82 $ 1,425,874.82
General Service Secondary $ 223152251 $ 2,038,453.57 $ 2.,038,453.57
0.000632 /
Non—-demand $ kWh
Demand $ 0.185/kwW
General Service Primary $ 317,029.05 $ 278,829.53 $ 278,829.53
0.000455 /
Non—-demand $ kWh
Demand $ 0.219/kwW
High Voltage Service $ 0.092/kW $ 11536253 $ 124384.18 $ 124,384.18
0.000794 /
Lighting Service $ kWh $ 31,448.26 $ 32,100.74 $ 32,100.74
Instantaneous Interruptible $ 0.087/kwW_$ 82,166.58 $ 79,750.12 $ 79,750.12
Noticed Interruptible $ 0174/kW $ 157,316.80 $ 148,015.19 $ 148,015.19

Total

$ 537247470 $ 4,127,408.15 $ 4,127,408.15




Capitalized terms used herein have their respective meanings set forth in the Series 2003-1 Transition Property Servicing Agreem

In WITNESS HEREOF, the undersigned has duly executed and delivered this Monthly Servicer's Certificatedhis df2luly,
2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer




Exhibit 99(b)
TXU Electric Delivery Transition Bond Company LLC
Statement of Collection Account Balances as of
June 30, 2005

The balances in the sub—accounts on deposit with the trustee as of June 30, 2005 were:

Series 2003-1 _Series 2004-1

General Sub—Account $22,663,144.32 $ 9,134,596.77
Capital Sub—Account $ 1,077,994.95 $ 285,323.70
Overcollateralization Account $ 0.00_ % 0.00
REP Deposit Account* $1,752,802.01

* REP deposits are held in one account with a sub—ledger outlining the respective amount of each REP's deposit attributable to ea
series of bonds.




Exhibit 99(c)

QUARTERLY AFFIRMATION STATEMENT

This Quarterly Statement is being provided pursuant to the requirement of Section 3.07(h)VIII of that certain Indenture dated a:
August 21, 2003 between TXU Electric Delivery Transition Bond Company LLC (the “Transition Bond Company”), as Issuer, an
The Bank of New York, as Indenture Trustee, (as originally executed and, as from time to time supplemented or amended by on
more Series Supplements or indentures supplemental thereto entered into pursuant to the applicable provisions of the Indenture,
supplemented or amended, or both, the “Indenture”). Capitalized terms used herein and not otherwise defined herein, shall hav
meaning ascribed to such term in Appendix A of the Indenture.

I, John M. Casey, hereby certify that | am the Assistant Treasurer of TXU Electric Delivery Company (“TXUED?”), the paren
company of the Transition Bond Company, and the servicer of the transition bonds under that certain Series 2003—-1 Transi
Property Servicing Agreement, dated as of August 21, 2003 and that certain Series 2004-1 Transition Property Servicing Agreen
dated as of June 7, 2004 between the Transition Bond Company and TXUED.

| hereby affirm that, in all material respects, for each materially significant REP for which TXUED provided electric delivery
transmission and distribution services for the quarterly period ending June 30, 2005, (a) each REP has been billed in compliance
the requirements outlined in the Financing Order; (b) each REP has made payments in compliance with the requirements outline
the Financing Order; and (c) each REP satisfies the creditworthiness requirements of the Financing Order.

/s/ John M. Casey
John M. Casey




Exhibit 99(d)
Annual True-up of Transition Charges

The following is a link to the Annual True—up of Transition Charges for the Series 2004-1 Transition Bonds, filed on May 13, 2005
by TXU Electric Delivery Company, as Servicer of the Bonds.

http://www.txuelectricdelivery.com/electricity/securitization/series04.asp




TXU Electric Delivery Transition Bond Company LLC

Series 2003-1 Transition Bonds
Statement of Outstanding Balances
as of June 30, 2005
(reflects actual payments made)

Exhibit 99(e)(1)

Scheduled Actual
Payment Principal Principal Outstanding
Date Payment Payment Balance

08/21/03 $500,000,000
02/15/04 $ 7,693,695 $ 7,693,695 $492,306,305
08/15/04 $14,849,544 $14,849,544 $477,456,761
02/15/05 $20,514,532 $20,514,532 $456,942,229
08/15/05 $15,245,936

02/15/06 $20,936,802

08/15/06 $15,639,784

02/15/07 $21,333,128

08/15/07 $16,180,886

02/15/08 $22,152,926

08/15/08 $16,870,815

02/15/09 $22,887,407

08/15/09 $17,675,575

02/15/10 $23,697,230

08/15/10 $18,564,598

02/15/11 $24,689,884

08/15/11 $19,632,748

02/15/12 $25,779,810

08/15/12 $20,760,586

02/15/13 $26,919,355

08/15/13 $21,990,463

02/15/14 $28,222,131

08/15/14 $23,354,481

02/15/15 $29,612,944

08/15/15 $24,794,740




TXU Electric Delivery Transition Bond Company LLC

Series 2004-1 Transition Bonds
Statement of Outstanding Balances
as of June 30, 2005
(reflects actual payments made)

Exhibit 99(e)(2)

Scheduled Actual
Payment Principal Principal Outstanding
Date Payment Payment Balance

06/07/04 $789,777,000
11/15/04 $9,497,122 $ 9,497,122 $780,279,878
05/15/05 $24,931,710 $24,931,710 $755,348,168
11/15/05 $29,612,875

05/15/06 $26,001,686

11/15/06 $30,518,702

05/15/07 $27,068,916

11/15/07 $31,965,647

05/15/08 $28,029,697

11/15/08 $32,379,952

05/15/09 $28,670,797

11/15/09 $34,010,045

05/15/10 $29,909,541

11/15/10 $35,653,605

05/15/11 $31,484,179

11/15/11 $37,278,430

05/15/12 $33,135,283

11/15/12 $38,933,171

05/15/13 $34,894,486

11/15/13 $40,843,190

05/15/14 $36,895,349

11/15/14 $42,915,221

05/15/15 $39,006,143

11/15/15 $45,007,615

05/15/16 $41,133,638




Exhibit 99(f)

SEMI-ANNUAL SERVICER'S CERTIFICATE

TXU ELECTRIC DELIVERY TRANSITION BOND COMPANY LLC,
$789,777,000 Transition Bonds, Series 2004-1

TXU Electric Delivery Company, as Servicer.

Pursuant to Section 4.01(c)(ii) of the Series 2004-1 Transition Property Servicing Agreement dated as of June 7, 2004 (
“Agreement”) between TXU Electric Delivery Company, as Servicer and TXU Electric Delivery Transition Bond Company LLC, a¢
Issuer, the Servicer does hereby certify as follows:

Capitalized terms used herein have the respective meanings as set forth in the Agreement. References herein to certain sectior
subsections are references to the respective sections of the Agreement.

Collection Periods: November 2004 té\pril 2005

Payment Date: May 16, 2005

Today's Date: May 6, 2005

1. COLLECTIONS ALLOCABLE AND AGGREGATE AMOUNTS AVAILABLE FOR THE CURRENT PAYMENT
DATE:

i Remittances for the November 2004 Series 2004—1 Collection Period: $ 8,096,021.59

ii. Remittances for theDecember 2004Series 2004—1 Collection Period: $ 6,453,222.43

iii. Remittances for the January 2005 Series 2004-1 Collection Period: $ 5,903,391.85

iv. Remittances for the February 2005 Series 2004-1 Collection Period: $ 5,925,459.96

V. Remittances for the March 2005 Series 2004—-1 Collection Period: $ 7,530,476.31

Vi. Remittances for the April 2005Series 2004-1 Collection Period: $ 7,552,063.50

Vii. Remittances for the Series 2004—1 Collection Period (after , use 6 prior periods only)

viil. Remittances for the Series 2004-1 Collection Period (after , use 6 prior periods only)

iX. Remittances for the Series 2004—-1 Collection Period (after , use 6 prior periods only)

X. Remittances for the Series 2004-1 Collection Period (after , use 6 prior periods only)

Xi. Remittances for the Series 2004-1 Collection Period (after ., use 6 prior periods only)

Xil. Investment Earnings on Series 2004-1 Collection Account: $ 0.00

Xiii. Investment Earnings on Series 2004-1 Capital Subaccount: $ 14,050.58

Xiv. Investment Earnings on Series 2004-1 Overcollateralization Subaccount: $ 0.00

XV. Investment Earnings on Series 2004-1 Reserve Subaccount: $ 0.00

XVi. Investment Earnings on Series 2004-1 General Subaccount: 3$ 204,557.12

XVil. Series 2004-1 General Subaccount Balance (sum of i through xvi above): $ 41,679,243.34

XViil. Series 2004-1 Reserve Subaccount Balance as of Prior Series 2004-1 Payment Date: $ 0.00

XiX. Series 2004-1 Overcollateralization Subaccount Balance as of Prior Series 2004-1 Payment Date: 0.00

XX. Series 2004-1 Capital Subaccount Balance as of Prior Series 2004-1 Payment Date: 3$ 1,416,438.96

XXi. Series 2004-1 Collection Account Balance (sum of xvii through xx above) $ 43,095,682.30




OUTSTANDING AMOUNTS AS OF PRIOR SERIES 2004-1 PAYMENT DATE:

i. Class A-1 Outstanding Amount $ 269,502,878.00
. Class A-2 Outstanding Amount $ 221,000,000.00
iii. Class A—3 Outstanding Amount $ 289,777,000.00
iv.
V. Aggregate Outstanding Amount of All Series 2004—1 Bonds $ 780,279,878.00
3. REQUIRED FUNDING/PAYMENTS AS OF CURRENT PAYMENT DATE:
PRINCIPAL
SERIES 2004-1 PRINCIPAL DUE
i. Class A-1 $ 24,931,710.00
ii. Class A-2 $ 0.00
iii. Class A-3 $ 0.00
iv.
V. For All Series 2004—-1 Bonds $ 24.931,710.00
DAYS IN
BOND INTEREST PRINCIPAL INTEREST
SERIES 2004-1 INTEREST RATE PERIOD (1) BALANCE DUE
Vi. Class A-1 3.52% 180 $ 269,502,878 $ 4,743,250.65
Vii. Class A-2 4.81% 180 $ 221,000,000 $ 5,315,050.00
Viii. Class A-3 5.29% 180 $ 289,777,000 $ 7.664.601.65
iX.
X. For All Series 2004—-1 Bonds $ 780,279,878 $ 17,722,902.30
REQUIRED FUNDING
LEVEL REQUIRED
Xiii. Series 2004-1 Overcollateralization Subaccount $ 329.074 % 329,074
Xiv. Series 2004-1 Capital Subaccount $ 3,948,885 $ 2,532,446.04

(1) On 30/360—day basis for initial payment date; otherwise use one-half of annual rate.




4. ALLOCATION OF REMITTANCES AS OF CURRENT PAYMENT DATE PURSUANT TO 8.02(d) OF

INDENTURE:
i. Trustee Fees and Expenses (subject to cap — see 8.02(e)(i) of the Indenture): $ 0.00
. Independent Manager Fees (subject to cap — see 8.02(e)(i) of the Indenture): $ 0.00
. Series 2004-1 Servicing Fee: $ 122,444.25
iii. Operating Expenses (subject to cap — see 8.02(e)(iii) of the Indenture):
Trust Operating Expense: $ 0.00
Trust Accounting Expense: $ 0.00
Rating Agency Fees: $ 0.00
Administration Fee: $ 0.00
** 2004 Audit Fee (reimburse Administrator — Sec 3 of Agrmt): $ 34,830.00
Total Fees and Expenses (i through iii): $ 157,274.25
** Total 2004 Audit fees were $64,753 — $29,923.00 paid in
** February 2005 Series 2003-1 payment
iv Semi—-Annual Interest (including any past—due for prior period(s)
SERIES 2004-1
1. Class A-1 Interest Payment $  4,743,250.65
2. Class A-2 Interest Payment $ 5,315,050.00
3 Class A-3 Interest Payment $ 7,664.601.65
V. Principal Due and Payable as a Result of Event of Default or on Final Maturity Date
SERIES 2004-1
1. Class A-1 Principal Payment $ 0
2. Class A-2 Principal Payment $ 0
3. Class A-3 Principal Payment $ 0
Vi. Semi-Annual Principal
SERIES 2004-1
1. Class A-1 Principal Payment $ 24,931,710.00
2. Class A-2 Principal Payment $ 0
3. Class A-3 Principal Payment $ 0




4. ALLOCATION OF REMITTANCES AS OF CURRENT PAYMENT DATE PURSUANT TO
8.02(d) OF INDENTURE (CONTINUED):

Vil. Funding of Series 2004-1 Capital Subaccount (to required level) $ 0.00
viil. Funding of Series 2004-1 Overcollateralization Subaccount (to required level) $ 0.00
iX. Investment Earnings on Series 2004-1 Capital Subaccount Released to Issuer $ 0.00
X. Deposit to Series 2004-1 Reserve Subaccount $ 0.00
Xi. Released to Issuer upon Retirement of all Bonds 3$ 0.00
Xil. AGGREGATE REMITTANCES AS OF CURRENT PAYMENT DATE $  42,811,886.55
5. OUTSTANDING AMOUNT AND SERIES 2004-1 COLLECTION ACCOUNT BALANCE AS OF CURRENT

PAYMENT DATE (AFTER GIVING EFFECT TO PAYMENTS TO BE MADE ON SUCH PAYMENT DATE):
SERIES
2004-1
i. Class A-1 Outstanding Amount $ 244,571,168.00
. Class A-2 Outstanding Amount $ 221,000,000.00
iii. Class A-3 Outstanding Amount $ 289,777,000.00
iv.
Vi. AGGREGATE OUTSTANDING AMOUNT OF ALL SERIES 2004-1 BONDS $ 755,348,168.00
Vil. Series 2004-1 Reserve Subaccount Balance $ 0.00
Viil. Series 2004-1 Overcollateralization Subaccount Balance $ 0.00
iX. Series 2004-1 Capital Subaccount Balance 3$ 283,795.75
X. AGGREGATE SERIES 2004-1 COLLECTION ACCOUNT BALANCE $ 283,795.75
6. SUBACCOUNT WITHDRAWALS AS OF CURRENT PAYMENT DATE (IF APPLICABLE,

PURSUANT TO SECTION 8.02(e) OF INDENTURE):

i. Series 2004-1 Reserve Subaccount $ 0.00
ii. Series 2004-1 Overcollateralization Subaccount $ 0.00
lii. Series 2004-1 Capital Subaccount 3 1,132,643.21
Iv. TOTAL WITHDRAWALS 3$ 1,132,643.21




7. SHORTFALLS IN INTEREST AND PRINCIPAL PAYMENTS AS OF CURRENT PAYMENT DATE:

i Semi—annual Interest

SERIES
2004-1
1. Class A-1 Interest Payment $ 0
2. Class A-2 Interest Payment $ 0
3. Class A-3 Interest Payment $ 0
ii. Semi-annual Principal
SERIES
2004-1
1. Class A-1 Principal Payment
2. Class A-2 Principal Payment $ 0
3 Class A-3 Principal Payment $ 0
8. SHORTFALLS IN REQUIRED SERIES 2004-1 SUBACCOUNT LEVELS AS OF CURRENT

PAYMENT DATE:
i. Series 2004-1 Overcollateralization Subaccount $ 329,074.00

. Series 2004-1 Capital Subaccount $ 3,665,089.25




IN WITNESS HEREOF, the undersigned has duly executed and delivered this Semi-Annual Servicer's Certifitbtayhisg 6
May, 2005.

TXU ELECTRIC DELIVERY COMPANY,
as Servicer

By: /s/ John M. Casey
Name: John M. Casey
Title: Assistant Treasurer
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