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The information in this prospectus is not complete and may be changed. None of the selling stockholders of our common stock may sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it
is not soliciting offers to buy these securities in any jurisdiction where such offer or sale is not permitted.
 

SUBJECT TO COMPLETION, DATED FEBRUARY 14, 2017

Vistra Energy Corp.

168,748,919 Shares of Common Stock

 
 

This prospectus relates to 168,748,919 shares of Vistra Energy Corp. common stock, par value $.01 per share, which we refer to as our common stock or the
Vistra Energy common stock, which may be offered for resale from time to time by the stockholders named under the heading “Selling Stockholders,” whom we
refer to as the selling stockholders. The shares of our common stock offered under this prospectus may be resold by the selling stockholders at fixed prices,
prevailing market prices at the times of sale, prices related to such prevailing market prices, varying prices determined at the times of sale or negotiated prices and,
accordingly, we cannot determine the price or prices at which shares of our common stock may be resold. The shares of our common stock offered by this
prospectus and any prospectus supplement may be resold by the selling stockholders directly to investors or to or through underwriters, dealers or other agents, as
described in more detail in this prospectus. For more information, see “Plan of Distribution.” We do not know if, when or in what amounts a selling stockholder
may offer shares of our common stock for resale. The selling stockholders may resell all, some or none of the shares of our common stock offered by this
prospectus in one or multiple transactions.

We will not receive any of the proceeds from the resale of the shares of our common stock by the selling stockholders, but we have agreed to pay certain
registration expenses.

Our common stock is quoted on the OTCQX U.S. market under the symbol “VSTE.” On February 10, 2017, the closing sales price of our common stock as
reported on the OTCQX market was $17.95 per share. We have applied to list our common stock for trading on the New York Stock Exchange, which we refer to
as the NYSE, under the symbol “              .”

 
 

Investing in our common stock involves risks. Before making a decision to invest in our common stock, you should
carefully consider the information referred to under the heading “ Risk Factors ” beginning on page 21.

Neither the Securities and Exchange Commission nor any state or other securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

 
 

The date of this prospectus is                 ,         .



Table of Contents

Table of Contents
 
   Page 
About This Prospectus    iii  

Prospectus Summary    1  

Risk Factors    21  

Special Note Regarding Forward-Looking Statements    40  

Industry and Market Information    43  

Use of Proceeds    44  

Market Prices and Dividend Policy    45  

Capitalization    46  

The Reorganization and Emergence    47  

Selected Historical Consolidated Financial Information    51  

Unaudited Pro Forma Condensed Consolidated Financial Information    53  

Management’s Discussion and Analysis of Financial Condition and Results of Operations    65  

Business    95  

Management    117  

Executive Compensation    121  

Principal and Selling Stockholders    147  

Certain Relationships and Related Party Transactions    148  

Description of Indebtedness    153  

Description of Capital Stock    156  

Material U.S. Federal Income Tax Considerations for Non-U.S. Holders    162  

Shares Eligible for Future Sales    166  

Plan of Distribution    168  

Legal Matters    171  

Experts    171  

Where You Can Find More Information    172  

Index To Financial Statements and Financial Statement Schedules    F-1  
 

ii



Table of Contents

About This Prospectus

In this prospectus, except as otherwise indicated herein, or as the context may otherwise require, all references to “Vistra Energy,” “the Company,” “we,”
“us” and “our” refer to (a) Vistra Energy Corp. and, unless the context otherwise requires, its direct and indirect subsidiaries and (b) prior to its emergence from
bankruptcy (Emergence), Texas Competitive Electric Holdings Company LLC, a Delaware limited liability company, and, unless the context otherwise requires, its
direct and indirect subsidiaries (our Predecessor).

This prospectus is part of a resale registration statement that we have filed with the Securities and Exchange Commission (the Commission), using a “shelf”
registration process. Under this shelf registration process, the selling stockholders may offer and resell, from time to time, an aggregate of up to 168,748,919 shares
of our common stock under this prospectus in one or more offerings. In some cases, the selling stockholders will also be required to provide a prospectus
supplement containing specific information about them and the terms on which they are offering and reselling our common stock. We may also add, update or
change in a prospectus supplement information contained in this prospectus. To the extent any statement made in a future prospectus supplement is inconsistent
with statements made in this prospectus, the statements made in such prospectus supplement shall control and the statements made in this prospectus will be
deemed modified or superseded by those made in such prospectus supplement. As a result, you should read this prospectus and any accompanying prospectus
supplement, as well as any post-effective amendments to the registration statement of which this prospectus is a part, before you make any investment decision
with respect to shares of our common stock.

The selling stockholders named herein acquired their shares of our common stock as part of the Third Amended Joint Plan of Reorganization (the Plan)
under Chapter 11 of the United States Bankruptcy Code (the Bankruptcy Code) of Energy Future Holdings Corp. (EFH Corp.) and the substantial majority of its
direct and indirect subsidiaries (collectively, the Debtors), including Energy Future Intermediate Holding Company LLC (EFIH), Energy Future Competitive
Holdings Company LLC (EFCH) and our Predecessor, but excluding Oncor Electric Delivery Holdings Company LLC and its direct and indirect subsidiaries
(collectively, Oncor). For more information see “Prospectus Summary — Reorganization and Emergence” and “The Reorganization and Emergence.”

Except as otherwise explicitly stated, the historical financial information and accompanying financial statements and corresponding notes contained in this
prospectus reflect the actual historical consolidated results of operations, cash flows and financial condition of our Predecessor for the periods presented and do not
give effect to the Plan, Emergence or the adoption of fresh-start reporting. Thus, such financial information may not be representative of our results of operations,
cash flows or financial condition subsequent to the Effective Date. Because our Predecessor ceased owning and operating its historical business upon Emergence
and Vistra Energy will continue to own and operate, directly and indirectly, substantially the same business that our Predecessor owned and operated prior to
Emergence, references herein to “our” historical consolidated financial information (or data derived therefrom) should be read to refer to the historical consolidated
financial information of our Predecessor.

The selling stockholders may only offer to resell, and seek offers to buy, shares of our common stock in jurisdictions where offers and sales are permitted.
You should rely only on the information contained in this prospectus and any accompanying prospectus supplement. Neither we, nor the selling stockholders, have
authorized anyone to provide you with information other than that contained in this prospectus or any accompanying prospectus supplement and, if such
information is provided to you, then you should not rely on it. Neither we, nor the selling stockholders, take any responsibility for, and can provide no assurance as
to the accuracy or completeness of, any other information that others may give you. Neither we, nor the selling stockholders, have authorized any other person to
provide you with different or additional information, and neither we nor the selling stockholders are making an offer to sell the shares in any jurisdiction where the
offer or sale is not permitted. The information contained in this prospectus speaks only as of the date of this prospectus, regardless of the time of delivery of this
prospectus or any sale of shares of our common stock hereunder. Our business, financial condition, cash flows, results of operations and prospects may have
changed since the date on the front cover of this prospectus.
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GLOSSARY

When the following industry terms and abbreviations appear in this prospectus, they have the meanings indicated below (unless otherwise expressly set forth
or as the context otherwise indicates).
 

CCGT   Combined cycle gas turbine

CFTC   United States Commodity Futures Trading Commission

CO2   Carbon dioxide

CSAPR   Cross-State Air Pollution Rule issued by the EPA in July 2011

CTs   Combustion turbines

DOE   United States Department of Energy

EPA   United States Environmental Protection Agency

ERCOT
  

Electric Reliability Council of Texas, Inc., the independent system operator and the regional coordinator of
various electricity systems within Texas

FERC   United States Federal Energy Regulatory Commission

fossil fuel
  

A natural fuel, such as coal, oil or natural gas, formed in the geological past from the remains of living
organisms

GHG   Greenhouse gas

GWh   Gigawatt-hours

IPP   Independent power producer

ISO   Independent system operator

load   Demand for electricity

market heat rate   The wholesale market price of electricity divided by the market price of natural gas

MATS   Mercury and Air Toxics Standard established by the EPA

MMBtu   Million British thermal units

MW   Megawatts

MWh   Megawatt-hours

MSHA   United States Mine Safety and Health Administration

NERC   North American Electric Reliability Corporation

NO x   Nitrogen oxide

NRC   United States Nuclear Regulatory Commission

NYMEX   The New York Mercantile Exchange, a commodity derivatives exchange

ORDC
  

Operating Reserve Demand Curve, pursuant to which wholesale electricity prices in the ERCOT real-time
market increase automatically as available operating reserves decrease below defined threshold levels

PPAs   Power purchase agreements

PURA   Public Utility Regulatory Act
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PUCT   Public Utility Commission of Texas

RCT   Railroad Commission of Texas, which among other things, has oversight of lignite mining activity in Texas

REP   Retail electric provider

SO 2   Sulfur dioxide

TCEQ   Texas Commission on Environmental Quality

TRE

  

Texas Reliability Entity, Inc., an independent organization that develops reliability standards for the ERCOT
region and monitors and enforces compliance with NERC standards and monitors compliance with ERCOT
protocols

TWh   Terawatt-hours

VOLL   Value of lost load
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PROSPECTUS SUMMARY

This
summary
highlights
the
more
detailed
information
contained
elsewhere
in
this
prospectus.
This
summary
may
not
contain
all
the
information
that
may
be
important
to
you.
You
should
carefully
read
the
entire
prospectus
before
making
an
investment
decision,
especially
the
information
presented
under
the
heading
“Risk
Factors.”
In
this
prospectus,
except
as
otherwise
indicated
herein,
or
as
the
context
may
otherwise
require,
all
references
to
“Vistra
Energy,”
“the
Company,”
“we,”
“us”
and
“our”
refer
to
(a)
Vistra
Energy
Corp.
and,
unless
the
context
otherwise
requires,
its
direct
and
indirect
subsidiaries
and
(b)
prior
to
its
emergence
from
bankruptcy
(Emergence),
Texas
Competitive
Electric
Holdings
Company
LLC,
a
Delaware
limited
liability
company,
and,
unless
the
context
otherwise
requires,
its
direct
and
indirect
subsidiaries
(our
Predecessor).

Our Company

Vistra Energy is a leading energy company operating an integrated power business in Texas, which includes TXU Energy and Luminant. Through TXU
Energy and Luminant, our integrated business engages in retail sales of electricity and related services to end users, wholesale electricity sales and purchases,
power generation, commodity risk management, fuel production and fuel logistics management. We are committed to providing superior customer service,
maintaining operational excellence, applying an integrated approach to managing risk, applying a disciplined approach to managing costs, continuing our track
record of superior corporate responsibility and citizenship and effectively managing through varying business cycles in the competitive power markets. Our
goal is to deliver long-term value to our stockholders by maintaining a strong balance sheet and strong liquidity profile in order to provide us with the
flexibility to pursue a range of capital deployment strategies, including investing in our current business, funding attractive organic and acquisition-driven
growth opportunities and returning capital to our stockholders.

We operate as an integrated company that provides complete electricity solutions to our customers and to the broader ERCOT market. Our company is
comprised of:
 

 •  our brand name retail electricity provider business, TXU Energy™, which is the largest retailer of electricity in Texas with approximately 1.7
million residential, commercial and industrial customers as of September 30, 2016;

 

 •  our electricity generation business, Luminant, which is the largest generator of electricity in ERCOT, operating approximately 17,000 MW of
fuel-diverse installed capacity in ERCOT as of September 30, 2016;

 

 

•  our wholesale commodity risk management operation, which dispatches our generation fleet in response to market conditions, markets the
electricity generated by our facilities to our customers (including TXU Energy) and the broader ERCOT market, procures fuel from third parties
for use at our electric generating facilities and performs the risk management services for Luminant and TXU Energy that enables the delivery of
cost-effective electricity to the wholesale market and retail end-users;

 

 •  our mining, fuel handling and logistics operations, which supply fuel to our diverse fleet of electric generating facilities; and
 

 •  our efficient, low-cost support organizations, which provide the necessary services to meet our compliance obligations, support our integrated
electricity solutions and assist in conducting our business in an environmentally responsible and regulatory-compliant manner.

All of our operations teams (mining and fuel handling; wholesale commodity risk management, asset optimization and generation fleet dispatch; power
generation; retail electricity marketing, sales and services; and
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strategic sourcing, supply chain and procurement) are integrated. The integrated nature of these operations allows us, where appropriate, to manage these
operations with close alignment, which we believe provides us better market insight and a reduction of the impact of commodity price volatility as compared
to our non-integrated competitors. The charts below show our market-leading position among power generators and electricity retailers in Texas. We believe
the combination of these charts illustrates the unique opportunity that is created from our integrated business model.
 

  

Date: 2015
Source: SNL, a subscription service of S&P Global Market Intelligence

  

Date: 2015
Source: Energy Information Administration (EIA)
Note: Rankings do not combine a company that may own multiple brands.
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Our Integrated Business Model

We believe the key factor that distinguishes us from others in our industry is the integrated nature of our business ( i.e.
, pairing Luminant’s reliable and
efficient mining, generating and wholesale commodity risk management capabilities with TXU Energy’s retail platform) which, in our view, represents a
unique company structure in the competitive ERCOT market and other competitive electricity markets across the country. We believe our integrated business
model creates a unique opportunity because, relative to our non-integrated competitors, it reduces our exposure to commodity price movements and provides
an opportunity for greater earnings stability. Consequently, our integrated business model will be at the core of our business strategy.

The chart below depicts the integrated nature of our business and summarizes the key advantages of our integrated business model.
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To further illustrate the benefits of our integrated business model, the chart below highlights the competitive advantages we believe our integrated
business model offers as compared to our non-integrated competitors ( i.e.
, pure-play IPPs and non-integrated REPs).
 

           

    

 
IPP Model –

Competitive Pressures    
Retail Model –

Competitive Pressures      
Vistra Energy –

Integrated Advantage    
         

Commodity
Exposure Related

  

◾   Low price environment puts pressure
on “long” commodity IPP model

◾   Lack of depth of wholesale market
makes meaningful long term hedging
challenging

  

◾   Lowprice environment encourages
competitive entry

◾   Lackof market depth to hedge supply
requirements presents risk
management issue

   

◾   Mitigatescash flow volatility from
exposure to commodity prices

◾   Retailchannel provides an internal
offset to generation (and vice
versa)

◾   Lowerhedging transaction and
collateral costs

  

 

                 
         

Impact of Technology

  

◾   Technology advancement in, and
subsidization of, wind, solar, and
storage

◾   Low load growth environment; trends
toward distributed generation and
efficiency

  

◾   Trend towards energy efficiency and
“green” products

   

◾   Opportunity to use customer
channels to expand integrated
model to new technology

◾   Creates new ways to engage
customers and promotes long term
relationships

  

 

                 
         

New
Entrants

  

◾   Continued new build at questionable
economics leads to high reserve
margins & volatility in capacity prices

  

◾   Very aggressive / unsustainable
pricing from new entrants /
competitors

   

◾   Retail and wholesale
diversification provides earnings
stability and capital efficiencies
relative to pure-play new entrants

  

 

                 
         

Regulatory/ Political

  

◾   Regulatoryand political focus on
emissions

◾   Considerableoversight with numerous
restrictions on market behavior

◾   Onerousrules regarding asset
retirement

  

◾   ERCOT is only fully competitive
retail market in North America (price-
to-beat expired in 2007)

◾   Non ERCOT retail market faces
structural challenges
-



Default
provider
sets
effective

ceiling
price
-



Utilities
retain
most
customers
and

the
customer
interface,
limiting
opportunities
to
differentiate    

◾   As largest retail provider in
ERCOT, the only fully deregulated
retail market, TXU Energy lowers
risk profile of overall portfolio
compared to competitors in other
markets
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Our Operations

Our primary operations consist of electricity solutions, including retail sales of electricity and related products to end users, power generation (including
operations and maintenance and outage and project management) and sales of electric generating unit output in the wholesale marketplace, asset optimization
and commodity risk management performed on an integrated basis for our retail and wholesale positions, and fuel logistics and management. These operations
work together on an integrated basis, which allows us to realize efficiencies and alignment in all aspects of the electricity generation and sales operation.

We operate solely in the growing ERCOT electricity market, which we view as one of the most attractive power markets in the United States. As
described in more detail below, ERCOT is an ISO that manages the flow of electricity to approximately 24 million Texas customers, representing
approximately 90% of the state’s load, and spanning approximately 75% of its geography, as of September 30, 2016.

Texas has one of the fastest growing populations of any state in the United States and has a diverse economy, which has resulted in a significant and
growing competitive retail electricity market. We provided electricity to approximately 24% of the residential customers and 19% of the commercial
customers in ERCOT, as of September 30, 2016 and March 31, 2016, respectively. We believe we have differentiated ourselves by providing a distinctive
customer experience predicated on delivering reliable and innovative power products and solutions to our customers, such as Free Nights and Weekends
residential plans, MyEnergy Dashboard SM , TXU Energy’s iThermostat product and mobile solutions, the TXU Energy Rewards program, the TXU Energy
Green UP SM renewable energy credit program and a diverse set of solar options, which give our customers choice, convenience and control over how and
when they use electricity and related services. We competitively market our retail electricity and related services to acquire, serve and retain both retail and
wholesale customers. Our wholesale customers represent a cross section of industrial users, other competitive retail electric providers, municipalities,
cooperatives and other end-users of electricity. We are able to better serve our retail customers through our unique affiliation with our wholesale commodity
risk management personnel who are able to structure products and contracts in a way that offers significant value compared to stand-alone retail electric
providers. Additionally, our generation business protects our retail business from power price volatility, by allowing it to bypass bid-ask spread in the market
(particularly for illiquid products and time periods), which results in significantly lower collateral costs for our retail business as compared to other, non-
integrated retail electric providers. Moreover, our retail business insulates, to some extent, our wholesale generation business. This is because the retail load
requirements of our retail operations (primarily TXU Energy) provides a natural offset to the length of Luminant’s generation portfolio thereby reducing the
exposure to wholesale power price volatility as compared to a non-integrated pure-play IPP.

Our power generation fleet is diverse and flexible in terms of dispatch characteristics as our fleet includes baseload, intermediate/load-following and
peaking generation. Our wholesale commodity risk management business is responsible for dispatching our generation fleet in response to market needs after
implementing portfolio optimization strategies, thus linking and integrating the generation fleet production with our retail customer and wholesale sales
opportunities. Market demand, also known as load, faced by an electric power system such as ERCOT varies from moment to moment as a result of changes
in business and residential demand, much of which is driven by weather. Unlike most other commodities, the production and consumption of electricity must
remain balanced on an instantaneous basis. There is a certain baseline demand for electricity across an electric power system that occurs throughout the day,
which is typically satisfied by baseload generating units with low variable operating costs. Baseload generating units can also increase output to satisfy certain
incremental demand and reduce output when demand is unusually low. Intermediate/load-following generating units, which can more efficiently change their
output to satisfy increases in demand, typically satisfy a large proportion of changes in intraday load as they respond to daily increases in demand or
unexpected changes in supply created by reduced generation from renewable resources or other generator outages. Peak daily loads
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are typically satisfied by peaking units. Peaking units are typically the most expensive to operate, but they can quickly start up and shut down to meet brief
peaks in demand. In general, baseload units, intermediate/load-following units and peaking units are dispatched into the ERCOT grid in order from lowest to
highest variable cost. Price formation in ERCOT, as with other competitive power markets in the United States, is typically based on the highest variable cost
unit that clears the market to satisfy system demand at a given point in time.

As of September 30, 2016, our generation fleet consisted of 50 electric generating units, all of which are wholly owned, with the fuel types, dispatch
characteristics and total installed nameplate generating capacity as shown in the table below:
 

Fuel Type   Dispatch   

Installed Nameplate 
Generation 

Capacity (MW)    
Number of 
Plant Sites    Number of Units 

Nuclear   Baseload    2,300     1     2  
Lignite   Baseload    2,737     2     4  
Lignite/Coal   Intermediate/Load-Following    5,280     3     8  
Natural Gas (CCGT)   Intermediate/Load-Following    2,988     2     14  
Natural Gas (Steam and CTs)   Peaking    3,455     7     22  

      
 

    
 

    
 

Total      16,760     15     50  
      

 

    

 

    

 

Our wholesale commodity risk management business also procures renewable energy credits from wind generation to support our electricity sales to
wholesale and retail customers to satisfy the increasing demand for renewable resources from such customers.

Our generation resources, which represented approximately 18% of the generation capacity in ERCOT as of September 30, 2016, allow us to annually
generate, procure and sell approximately 75-85 TWh of electricity to wholesale and retail customers from nuclear, natural gas, lignite, coal and renewable
generation resources.
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The map below shows our significant footprint in Texas and further demonstrates the integrated nature of our business.
 

Our Competitive Strengths

We believe we are well-positioned to execute our business strategy of delivering long-term value to our stakeholders based on, among others, the
following competitive strengths:

Uniquely situated integrated energy infrastructure company . We believe the key factor that distinguishes us from others in our industry is the
integrated nature of our business. We believe this is a unique company structure in the competitive ERCOT market and other competitive electricity markets
across the country. It is our view that our integrated business model provides us a competitive advantage and results in more stable earnings under all market
environments relative to our non-integrated competitors. In general, non-integrated electricity retailers are subject to wholesale power price and resulting cash
flow volatility when demand increases or supply tightens, which can potentially result in significant losses if an electricity retailer is not appropriately hedged.
However, because our integrated business model enables us to manage through various price environments, we believe our retail operations (primarily TXU
Energy) are not as exposed to wholesale power price volatility as non-integrated retail power companies. Moreover, given the retail load requirements of our
retail operations (primarily TXU Energy), the length of Luminant’s generation portfolio is not as exposed to wholesale power price volatility as compared to a
non-integrated pure-play IPP. Additionally, our mining operations provide an alternative to other coal procurement sources and give us more flexibility in
reaching the most cost-effective arrangements for our coal-fueled facilities. We believe these advantages make our business less subject to volatility risk than
pure-play IPPs and non-integrated retail electric providers. Furthermore, we believe our integrated business model allows us to reduce sourcing and
transaction costs and minimize credit and collateral requirements.
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Highly valued retail brand and customer-focused operations . Our retail business has been operating in the competitive retail electricity market in
Texas under the TXU Energy™ brand since 2002. We believe this has created strong brand recognition throughout ERCOT, enabling us to effectively acquire,
serve and retain a broad spectrum of retail electricity customers. Our TXU Energy™ brand is viewed by customers as a symbol of a trustworthy, customer-
centric, innovative and dependable electricity service. By leveraging our retail marketing capabilities, commitment to product innovation and deep knowledge
of the ERCOT market and its customer base, we believe that we can maintain and grow our position as the largest retailer of electricity in the highly
competitive ERCOT retail market. We have an operating model that has delivered attractive margins and strong customer satisfaction that has been
consistently ranked by the PUCT as having among the lowest customer complaint rates in the ERCOT market. We drive positive results in our retail electricity
business by functioning as a technology driven, multi-channel marketer with advanced analytics and product development capabilities. We believe our strong
customer service, innovative products and trusted brand recognition have resulted in us maintaining the highest residential customer retention rate of any
Texas retail electric provider in its respective core market.

Diversified generation sources and critical energy infrastructure. We maintain operational flexibility to provide reliable and responsive power under a
variety of market conditions by utilizing generation sources that are diverse and flexible in terms of fuel types (nuclear, lignite, coal, natural gas and
renewables) and dispatch characteristics (baseload, intermediate/load-following, peaking and non-dispatchable). These generation sources feature the
following characteristics:
 

 •  Except for periods of scheduled maintenance activities, our nuclear-fueled units are generally available to run at capacity.
 

 
•  Except for periods of scheduled maintenance activities, our lignite- and coal-fueled units are available to run at capacity or seasonally, depending

on market conditions ( i.e.
, during periods when wholesale electricity prices are greater than the unit’s variable production costs). Certain of these
units run only during the summer peak period and at times go into seasonal layup during the months with lower seasonal demand.

 

 •  Our CCGT units generally run during the intermediate/load-following periods of the daily supply curve.
 

 

•  Our natural gas-fueled generation peaking units supplement the aggregate nuclear-, lignite- and coal-fueled and CCGT generation capacity in
meeting demand during peak load periods because production from certain of these units, particularly combustion-turbine units, can be more
quickly adjusted up or down as demand warrants. With this quick-start capability, we are able to increase generation during periods of supply or
demand volatility in ERCOT and capture scarcity pricing in the wholesale electricity market. These natural gas-fueled generation peaking units
also help us mitigate unit-contingent outage risk by allowing us to meet demand even if one or more of our nuclear, lignite, coal or CCGT units is
taken offline for maintenance.

 

 
•  The CCGT and natural gas-fueled generation peaking units also play a pivotal and increasing role in the ERCOT market by supplementing

intermittent renewable generation through their versatile operations. We expect this versatility to increase in value over time as the ERCOT
market continues to expand into renewable resources.

 

 •  Our long-term PPAs with various renewable energy providers deliver electricity when natural conditions make renewable resources available.
These resources position us to meet the market’s increasing demand for sustainable, low-carbon power solutions.

In addition, the commodity risk management and asset optimization strategies executed by our commercial operation supplement the electricity
generated by our fleet with electricity procured in market transactions to ensure that we are supplying our customers with the most cost-effective electricity
options.
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Competitive scale and highly effective, low-cost support operations . As an integrated energy company with approximately 17,000 MW of generation
capacity and approximately 1.7 million retail electricity customers, each as of September 30, 2016, we operate with significant scale. This scale enables us to
conduct our business with certain operational synergies that are not available to smaller power generation or retail electricity businesses. The benefits of our
significant scale include improved leverage of our low fixed costs, opportunities to share expertise across the portfolio of assets, enhanced procurement
opportunities, development of, and the ability to offer, a wide array of products and services to our customers, diversity of cash flows and a breadth of positive
relationships with regulatory and governmental authorities. We believe these advantages, combined with a strong balance sheet and strong liquidity profile,
enable us to operate with more financial flexibility than our competitors, and will enable us to prudently grow our existing business and pursue attractive
growth opportunities in the future.

Positioned to capture upside in the attractive ERCOT market . We believe that the location of our business, solely in ERCOT, offers attractive upside
opportunities. ERCOT is the only fully deregulated electricity market in the United States in that both the wholesale and retail markets are truly competitive.
In addition to having a robust wholesale market, the ERCOT residential retail market does not have regulated providers or a standard offer service, which is
unique among competitive retail markets in the United States. We believe our integrated business model uniquely positions us to benefit from this attractive,
robust marketplace. The ERCOT market represents approximately 90% of the load in Texas, a state that is the seventh-largest power market in the world,
according to the United States Energy Information Administration (EIA), and had a population growth rate of 8.8% between July 2010 and July 2015, more
than double the United States population growth rate of 3.9% during the same period, according to the U.S. Census Bureau. ERCOT has shown historically
above-average load growth compared to other power markets in the United States, according to the EIA, and ERCOT can be viewed as a “power island” due
to its limited import and export capacity, which we believe creates a favorable power supply and demand dynamic. Total ERCOT power demand has grown at
a compounded annual growth rate of approximately 1.4% from 2005 through 2014, compared to a range of -0.6% to 0.8% in other United States markets,
according to ERCOT and the EIA, respectively.

In addition, in general, Luminant’s generation portfolio (primarily the nuclear, lignite and coal generation facilities) is positioned to increase in value to
the extent there is a rebound in forward natural gas prices. We cannot predict, however, whether or not forward natural gas prices will rebound or the timing of
any such rebound if it were to occur in the future.

Strong balance sheet and strong liquidity profile . In connection with Emergence, a substantial amount of the debt of our Predecessor was eliminated.
As a result, we believe our balance sheet is strong given our low leverage relative to the cash flows generated from our integrated business. Further, we believe
our financial leverage is prudent and, together with our strong cash flow and strong liquidity profile, provides us with significant competitive advantages
relative to, and sets us apart from, our competitors, especially those that have much more leverage than we do. We believe that our integrated business model
further improves our liquidity profile relative to our non-integrated competitors because such integration reduces our retail operations’ exposure to wholesale
electricity price volatility resulting in our retail operations having lower collateral requirements with counterparties and ERCOT. We also believe a strong
balance sheet allows us to manage through periods of commodity price volatility that may require incremental liquidity and positions us well to pursue a range
of capital deployment strategies, including investing in our current business, funding attractive organic and acquisition-driven growth opportunities and
returning capital to our stockholders.

Proven, experienced management team . The members of our senior management team have significant industry experience, including experience
operating in a competitive retail electricity environment, operating sophisticated power generation facilities, operating a safe and cost-efficient mining
organization and managing
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the risks of competitive wholesale and retail electricity businesses. We believe that our management team’s history of safe and reliable operations in our
industry, breadth of positive relationships with regulatory and legislative authorities and commitment to a disciplined and prudent operating cost structure and
capital allocation will benefit our stakeholders. Moreover, between personal investments in our common stock and our incentive compensation arrangements,
our management team has a meaningful stake in Vistra Energy, thereby closely aligning incentives between management and our stockholders.

Our Business Strategy

Our business strategy is to deliver long-term stakeholder value through a multi-faceted focus on the following areas:

Integrated business model . Our business strategy will be guided by our integrated business model because we believe it is our core competitive
advantage and differentiates us from our non-integrated competitors. We believe our integrated business model creates a unique opportunity because, relative
to our non-integrated competitors, it insulates us from commodity price movements and provides unique earnings stability. Consequently, our integrated
business model will be at the core of our business strategy.

Superior customer service. Through TXU Energy, we serve the retail electricity needs of end-use residential, small business, commercial and industrial
electricity customers through multiple sales and marketing channels. In addition to benefitting from our integrated business model, we leverage our strong
brand, our commitment to a consistent and reliable product offering, the backstop of the electricity generated by our generation fleet, our industry-leading
wholesale commodity risk management operations and exceptional, innovative and dependable customer service to differentiate our products and services
from our competitors. We strive to be at the forefront of innovation with new offerings and customer experiences to reinforce our value proposition. We
maintain a focus on solutions that give our customers choice, convenience and control over how and when they use electricity and related services. Our focus
on superior customer service will guide our efforts to acquire new residential and commercial customers, serve and retain existing customers and maintain
valuable sales channels for our electricity generation resources. We believe our strong customer service, innovative products and trusted brand have resulted in
us maintaining the highest residential customer retention rate of any Texas retail electric provider in its respective core market.

Excellence in operations while maintaining an efficient cost structure . We believe that operating our facilities in a safe, reliable, environmentally
compliant, and cost-effective and efficient manner is a foundation for delivering long-term stakeholder value. We also believe value increases as a function of
making disciplined investments that enable our generation facilities to operate not only effectively and efficiently, but also safely, reliably and in an
environmentally-compliant manner. We believe that an ongoing focus on operational excellence and safety is a key component to success in a highly
competitive environment and is part of the unique value proposition of our integrated model. Additionally, we are committed to optimizing our cost structure
and implementing enterprise-wide process and operating improvements without compromising the safety of our communities, customers and employees. In
connection with Emergence, in addition to significantly reducing our debt levels, we implemented certain cost-reduction actions in order to better align and
right-size our cost structure. We believe we have a highly effective and efficient cost structure and that our cost structure supports excellence in our
operations.

Integrated hedging and commercial management . Our commercial team is focused on managing risk, through opportunistic hedging, and optimizing
our assets and business positions. We actively manage our exposure to wholesale electricity prices in ERCOT, on an integrated basis, through contracts for
physical delivery of electricity, exchange-traded and over-the-counter financial contracts, ERCOT term, day-ahead and real-time market transactions and
bilateral contracts with other wholesale market participants, including other power
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generators and end-user electricity customers. These hedging activities include short-term agreements, long-term electricity sales contracts and forward sales
of natural gas through financial instruments. The historically positive correlation between natural gas prices and wholesale electricity prices in the ERCOT
market has provided us an opportunity to manage our exposure to the variability of wholesale electricity prices through natural gas hedging activities. We seek
to hedge near-term cash flow and optimize long-term value through hedging and forward sales contracts. We believe our integrated hedging and commercial
management strategy, in combination with a strong balance sheet and strong liquidity profile, will provide a long-term advantage through cycles of higher and
lower commodity prices.

Disciplined capital allocation . Like any energy-focused business, we are potentially subject to significant commodity price volatility and capital costs.
Accordingly, our strategy is to maintain a balance sheet with prudent financial leverage supported by readily accessible, flexible and diverse sources of
liquidity. Our ongoing capital allocation priorities primarily include making necessary capital investments to maintain the safety and reliability of our
facilities. Because we believe cost discipline and strong management of our assets and commodity positions are necessary to deliver long-term value to our
stakeholders, we generally make capital allocation decisions that we believe will lead to attractive cash returns on investment. We are focused on optimal
deployment of capital and intend to evaluate a range of capital deployment strategies including return of capital to stockholders in the form of dividends and/or
share repurchases, investments in our current business and acquisition-driven growth investments.

Growth and enhancement . Our growth strategy leverages our core capabilities of multi-channel retail marketing in a large and competitive market,
operating large-scale, environmentally sensitive, and diverse assets across a variety of fuel technologies, fuel logistics and management, commodity risk
management, cost control, and energy infrastructure investing. We intend to opportunistically evaluate acquisitions of high-quality energy infrastructure assets
and businesses that complement these core capabilities and enable us to achieve operational or financial synergies. To that end, our primary focus will target
growth opportunities that expand or enhance our business position within ERCOT and are consistent with our integrated business model (including our stable
earnings profile as compared to our non-integrated competitors). While we solely operate within ERCOT currently, we intend to evaluate energy infrastructure
growth opportunities outside ERCOT that offer compelling value creation opportunities, including cost and operational improvements, organic growth
opportunities and attractive and stable earnings profiles featuring multiple revenue streams. We also believe that there will continue to be significant
acquisition opportunities for competitive power generation assets and retail electricity businesses in power markets in the United States based on, among other
things, the continuing trend of separating competitive power generation assets from regulated utility assets. While we are intent on growing our business and
creating value for our stockholders, we are committed to making disciplined investments that are consistent with our focus on maintaining a strong balance
sheet and strong liquidity profile. As a result, consistent with our disciplined capital allocation approval process, growth opportunities we pursue will need to
have compelling economic value in addition to fitting with our business strategy.

Corporate responsibility and citizenship . We are committed to providing safe, reliable, cost-effective and environmentally-compliant electricity for the
communities and customers we serve. We strive to improve the quality of life in the communities in which we operate. We are also committed to being a good
corporate citizen in the communities in which we conduct our operations. Our company and our employees are actively engaged in programs intended to
support and strengthen the communities in which we conduct our operations. Our foremost giving initiatives, the United Way and TXU Energy Aid
campaigns, have raised more than $30 million in employee and corporate contributions since 2000. Additionally, for more than 30 years, TXU Energy Aid has
served as an integral resource for social service agencies that assist families in need, having helped more than 500,000 customers across Texas pay their
electricity bills.
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The ERCOT Market

ERCOT is an ISO that manages the flow of electricity from approximately 77,000 MW of installed capacity to approximately 24 million Texas
customers, representing approximately 90% of the state’s electric load and spanning approximately 75% of its geography, as of September 30, 2016. ERCOT
is a highly competitive wholesale electricity market with historically above-average demand growth, limited import and export capacity and increasing
wholesale price caps, and is the seventh-largest power market in the world, according to the EIA. Population growth in Texas is currently expanding at well
above the national average rate, with a growth rate of 8.8% between July 2010 and July 2015, more than double the United States population growth rate of
3.9% during the same period, according to the U.S. Census Bureau. ERCOT accounts for approximately 32% of the competitively served retail load in the
United States and residential consumers in the ERCOT market consume approximately 32% more electricity than the average United States residential
consumer according to the EIA. Total ERCOT power demand has grown at a compounded annual growth rate of approximately 1.4% from 2005 through
2014, compared to a range of -0.6% to 0.8% in other United States markets, according to ERCOT and the EIA, respectively. ERCOT was formed in 1970 and
became the first ISO in the United States in September 1996. The following map illustrates ERCOT by regions:
 

Risk Factors

We face numerous risks related to, among other things, our business operations, our strategies, general economic conditions, competitive dynamics of
the industry, commodity and fuel prices and the legal and regulatory environment in which we operate. These risks are set forth in detail under the heading
“Risk Factors” and include:
 

 •  The impacts on our business of decreases in market prices for electricity;
 

 •  Our ability to effectively hedge against changes in commodity prices and market heat rates;
 

 •  Complex government regulations and legislation that impact our business and operations;
 

 •  Significant competition in retail electricity markets; and
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 •  The impacts of extreme weather conditions and seasonality on our operations.

If any of these risks should materialize, they could have a material adverse effect on our business, financial condition, results of operations, liquidity
and/or growth strategies. We encourage you to review these risk factors carefully. Furthermore, this prospectus contains forward-looking statements that
involve risks, uncertainties and assumptions. Actual results may differ materially from those anticipated in these forward-looking statements as a result of
many factors. For more information regarding these risks see “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” “Business” and “Special Note Regarding Forward-Looking Statements.”

Reorganization and Emergence

On April 29, 2014, Energy Future Holdings Corp. (EFH Corp.) and the substantial majority of its direct and indirect subsidiaries, including Energy
Future Intermediate Holding Company LLC (EFIH), Energy Future Competitive Holdings Company LLC (EFCH) and our Predecessor, Texas Competitive
Electric Holdings Company LLC, but excluding Oncor Electric Holdings Company LLC and its direct and indirect subsidiaries (Oncor), filed for bankruptcy
protection (the Bankruptcy Filing or Petition) pursuant to Chapter 11 of the United States Bankruptcy Code (the Bankruptcy Code). We refer to EFH Corp.
and the other entities that filed for bankruptcy collectively as the Debtors.

The Bankruptcy Filing resulted primarily from the Debtors’ (including our Predecessor’s) inability to support the significant interest payments and
pending debt maturities related to the substantial debt EFH Corp. had previously incurred in connection with the leveraged buy-out of EFH Corp. in October
2007 as a result of, among other things, lower wholesale electricity prices in ERCOT driven by the sustained decline in natural gas prices since mid-2008.

On August 29, 2016, the United States Bankruptcy Court for the District of Delaware (the Bankruptcy Court) confirmed the Debtors’ Third Amended
Joint Plan of Reorganization (the Plan) solely with respect to EFCH and its subsidiaries (including our Predecessor) and certain other subsidiaries of EFH
Corp. described in the Plan. We refer to these Debtors collectively as the T-Side Debtors. All of the other Debtors, which include EFH Corp. and EFIH,
remain in bankruptcy and are referred to collectively as the EFH Debtors.

On October 3, 2016 (the Effective Date), the Plan with respect to the T-Side Debtors, including our Predecessor, became effective and the T-Side
Debtors consummated their reorganization under the Bankruptcy Code and emerged from bankruptcy. Pursuant to the Plan, in connection with Emergence,
among other actions, Vistra Energy was formed and became the ultimate parent holding company for the subsidiaries of our Predecessor and certain other
subsidiaries of EFH Corp. identified in the Plan. In exchange for the cancellation of their allowed claims against our Predecessor, first-lien creditors of our
Predecessor, including the selling stockholders named in this prospectus, received, among other things, newly issued shares of Vistra Energy common stock as
well as certain rights (the TRA Rights) to receive payments from Vistra Energy of certain tax benefits, including those it realized as a result of the transactions
entered into at Emergence under the terms of a tax receivable agreement (the Tax Receivable Agreement). See “Certain Relationships and Related Party
Transactions — Tax Receivable Agreement.”

On the Effective Date, we entered into a number of agreements, including a Registration Rights Agreement (the Registration Rights Agreement),
pursuant to which we agreed, among other matters, to register for resale with the Securities and Exchange Commission (the Commission) the shares of our
common stock issued to the selling stockholders in connection with Emergence transactions. See “Certain Relationship and Related Party
Transactions — Registration Rights Agreement.”
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The following chart shows the ownership structure of Vistra Energy and certain of its key subsidiaries after giving effect to Emergence. Except for the
preferred stock of Vistra Preferred Inc. (PrefCo), all subsidiaries of Vistra Energy Corp. reflected on this chart are 100% owned, directly or indirectly.
 

As of February 14, 2017
 
* 100% of the common stock (1,000,000 shares) is held by Vistra Asset Company LLC. 100% of the preferred stock (70,000 shares) is held by outside

investors. The holders of the preferred stock have no voting or other control rights over PrefCo, except (a) as required by the Delaware General Corporation
Law, (b) in the event PrefCo fails to pay dividends payable on the preferred stock in full for 12 consecutive dividend payment dates,
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(c) in connection with the authorization, creation or issuance of any securities of PrefCo senior to the preferred stock or (d) upon any attempt to amend,
alter or repeal any provisions of PrefCo’s certificate of incorporation to materially and adversely affect the voting powers, rights or preferences of such
holders.

For a more detailed discussion of the Bankruptcy Filing and Emergence see “The Reorganization and Emergence.”

Recent Developments

On December 8, 2016, the board of directors of Vistra Energy (the Board) approved the payment of a special cash dividend in the aggregate amount of
approximately $1 billion (the 2016 Special Dividend) to holders of record of our common stock on December 19, 2016. On December 14, 2016, Vistra
Operations Company LLC (Vistra Operations) obtained (i) $1 billion aggregate principal amount of incremental term loans (the 2016 Incremental Term
Loans) and (ii) $110 million of incremental revolving credit commitments under the Vistra Operations Credit Facilities (as defined herein). See “Description
of Indebtedness — Credit Facilities” for further information. On December 30, 2016, Vistra Energy paid the 2016 Special Dividend with the proceeds from
the 2016 Incremental Term Loans.

Vistra Operations entered into an amendment to the Vistra Operations Credit Facilities, effective February 6, 2017, to reduce the interest rates on its
Initial Term Loan B Facility, Term Loan C Facility and Revolving Credit Facility (each as defined herein). See “Description of Indebtedness—Credit
Facilities—Interest Rate and Fees” for further information. No additional debt was incurred, nor any proceeds received, by Vistra Operations in connection
with such amendment.
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The Offering

The selling stockholders may offer all, some or none of their shares of our common stock from time to time. Please see “Plan of Distribution.”

The following table provides information regarding our common stock. The outstanding share information shown below is based on shares of our
common stock outstanding as of February 10, 2017.
 
Issuer Vistra Energy Corp.
 
Outstanding common stock that may be offered by the
selling stockholders

Up to 168,748,919 shares

 
Common stock outstanding as of February 10, 2017 427,580,232 shares (1)

 
Use of proceeds We will not receive any of the proceeds from the resale of our common stock by the selling

stockholders. See “Use of Proceeds” and “Principal and Selling Stockholders.”
 
Symbol for common stock “                     ”
 
Determination of offering price The selling stockholders may resell all or any part of the shares of our common stock offered

hereby from time to time at fixed prices, prevailing market prices at the times of sale, prices
related to such prevailing market prices, varying prices determined at the times of sale or
negotiated prices.

 
Dividend policy Except for the 2016 Special Dividend paid on December 30, 2016, we have no present intention to

pay cash dividends on our common stock. However, we are focused on optimal deployment of
capital and intend to evaluate a range of capital deployment strategies, including the return of
capital to stockholders in the form of dividends and/or share repurchases.

 

 

Any determination to pay dividends to holders of our common stock or to repurchase our common
stock in the future will be at the sole discretion of the Board and will depend upon many factors,
including our historical and anticipated financial condition, cash flows, liquidity and results of
operations, capital requirements, market conditions, our growth strategy and the availability of
growth opportunities, contractual prohibitions, applicable law and other factors that the Board
deems relevant. See “Market Prices and Dividend Policy—Dividends and Dividend Policy.”

 
Risk factors Before making a decision to invest in our common stock, you should carefully consider the

information referred to under the heading “Risk Factors” beginning on page 24.
 
(1) Unless indicated otherwise in this prospectus, the number of shares outstanding does not include:
 

 •  7,328,889 shares of common stock issuable upon exercise of stock options issued pursuant to our 2016 Incentive Plan (as defined herein);
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 •  2,150,880 shares of common stock issuable following vesting in settlement of restricted stock units outstanding under our 2016 Incentive Plan;
and

 

 •  13,020,231 shares of common stock reserved for future issuance under our 2016 Incentive Plan.
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Summary Historical and Unaudited Pro Forma Condensed Consolidated Financial Information

Summary Historical Financial Information

The following table sets forth summary historical consolidated financial information for our Predecessor and its consolidated subsidiaries. The summary
historical consolidated financial information as of December 31, 2015 and 2014 and for the years ended December 31, 2015, 2014 and 2013 are derived from
our Predecessor’s audited consolidated financial statements included elsewhere in this prospectus. The summary historical consolidated financial information
as of September 30, 2016 and for the nine months ended September 30, 2016 and 2015 are derived from our Predecessor’s unaudited condensed consolidated
financial statements included elsewhere in this prospectus, which have been prepared on a basis consistent with our Predecessor’s audited consolidated
financial statements. The summary historical consolidated financial information as of December 31, 2013 has been derived from our Predecessor’s historical
audited consolidated balance sheet not included in this prospectus. These tables should be read in conjunction with “Selected Historical Consolidated Financial
Information,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” the condensed consolidated financial statements as
well as our pro forma condensed consolidated financial statements and, in each case, the related notes included elsewhere in this prospectus. In addition, as
you review the consolidated Predecessor financial statements set forth herein you should be aware that such Predecessor financial statements will not be
comparable to our future financial statements because such Predecessor financial statements do not take into account the effects of the Plan and Emergence or
any required adjustments for fresh-start reporting, in each case, which will be taken into account in our future financial statements.
 
   Nine Months Ended September 30,   Year Ended December 31,  
       2016          2015      2015   2014   2013  
   (in
millions)  
Operating revenues   $ 3,973   $ 4,265   $ 5,370   $ 5,978   $ 5,899  
Impairment of goodwill   $ —  $ (1,400)  $(2,200)  $(1,600)  $(1,000) 
Impairment of long-lived assets   $ —  $ (1,971)  $(2,541)  $(4,670)  $ (140) 
Net loss attributable to our Predecessor   $ (656)  $ (3,067)  $(4,677)  $(6,229)  $(2,197) 
Cash provided by (used in) operating activities   $ (196)  $ 209  $ 237   $ 444   $ (270) 
 
   At September 30,   At December 31,  
   2016    2015    2014    2013  
   (in
millions)  
Total assets (a)(b)   $ 16,875    $15,658    $21,343    $28,822  
Property, plant & equipment — net (a)(b)   $ 10,359    $ 9,349    $12,288    $17,649  
Goodwill and intangible assets   $ 1,300    $ 1,331    $ 3,688    $ 5,669  
Borrowings, debt and pre-petition loans and other debt         

Borrowings under debtor-in-possession credit facilities (c)   $ 3,387    $ 1,425    $ 1,425    $ — 
Debt (d)   $ —   $ 3    $ 51    $26,146  
Pre-Petition notes, loans and other debt reported as liabilities subject to

compromise (e)   $ 31,668    $31,668    $31,856    $ — 
Borrowings under credit and other facilities (f)   $ —   $ —   $ —   $ 2,054  
 
(a) As of September 30, 2016, amount includes the Lamar and Forney natural gas generation facilities purchased in April 2016. See Note 3 to the

September 30, 2016 Quarterly Financial Statements for further discussion.
(b) Reflects the impacts of impairment charges related to long-lived assets of $2.541 billion and $4.670 billion in the years ended December 31, 2015 and

2014, respectively (see Note 8 to the 2015 Annual Financial Statements).
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(c) Borrowings under debtor-in-possession credit facilities are classified as noncurrent as of September 30, 2016 and December 31, 2014 and due currently
as of December 31, 2015.

(d) For all periods presented, excludes amounts with contractual maturity dates in the following twelve months.
(e) As of September 30, 2016 and December 31, 2015 and 2014, includes both unsecured and under secured obligations incurred prior to the Petition Date,

but excludes pre-Petition obligations that were fully secured and other obligations that were allowed to be paid as ordered by the Bankruptcy Court. As
of December 31, 2014, also excludes $702 million of deferred debt issuance and extension costs.

(f) Excludes borrowings under debtor-in-possession credit facilities.
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Summary Unaudited Pro Forma Condensed Consolidated Financial Information

The following tables set forth summary unaudited pro forma condensed consolidated financial information which combines the condensed consolidated
financial information of our Predecessor as of and for the nine months ended September 30, 2016 and for the year ended December 31, 2015 after giving effect
to (i) the implementation of all reorganization transactions contemplated by the Plan, (ii) the application of fresh-start reporting for the emerged entity, Vistra
Energy, and (iii) the incurrence of the $1 billion 2016 Incremental Term Loans and the related 2016 Special Dividend in the approximate amount of $1 billion
paid on December 30, 2016. The unaudited pro forma condensed consolidated statements of income (loss) for the year ended December 31, 2015 and nine
months ended September 30, 2016 give effect to the pro forma adjustments as if each adjustment had occurred on January 1, 2015, the first day of the last
fiscal year presented. The unaudited pro forma condensed consolidated balance sheet as of September 30, 2016 gives effect to the pro forma adjustments as if
each adjustment had occurred on September 30, 2016, the latest balance sheet date presented. The summary unaudited pro forma condensed consolidated
financial information is provided for illustrative purposes only and does not purport to represent what our actual condensed consolidated results of operations
or condensed consolidated financial position would have been had the adjustments occurred on the dates assumed, nor is it necessarily indicative of future
condensed consolidated results of operations or condensed consolidated financial position.

This information is only a summary and should be read in conjunction with “Risk Factors,” “Selected Historical Consolidated Financial Information,”
“Unaudited Pro Forma Condensed Consolidated Financial Information” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” which are included elsewhere in this prospectus. Among other things, the pro forma financial statements included in “Unaudited Pro Forma
Condensed Consolidated Financial Information” provide more detailed information regarding the basis of presentation for, and the adjustments and
assumptions underlying, the information in the following tables.
 

   
Nine Months Ended 
September 30, 2016   

Year Ended December 31, 
2015  

   

Our 
Predecessor 
As Reported  

Vistra Energy 
Pro Forma As 

Adjusted   

Our 
Predecessor 
As Reported  

Vistra Energy 
Pro Forma As 

Adjusted  
Statement of Income (Loss) Information:      
Operating revenues   $ 3,973   $ 3,941   $ 5,370   $ 5,326  
Interest expense and related charges   $ (1,049)  $ (158)  $ (1,289)  $ (215) 
Net income (loss)   $ (656)  $ 206   $ (4,677)  $ 316  

 
   September 30, 2016  

   

Our 
Predecessor As 

Reported    

Vistra Energy 
Pro Forma As 

Adjusted  
Balance Sheet Information (at period end):     
Cash and cash equivalents   $ 1,829    $ 769  
Total current assets   $ 3,387    $ 2,311  
Total assets   $ 16,875    $ 15,005  
Total current liabilities   $ 1,229    $ 1,278  
Borrowings under debtor-in-possession credit facilities   $ 3,387    $ — 
Long-term debt, less amounts due currently   $ —   $ 4,617  
Total liabilities and equity   $ 16,875    $ 15,005  
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Risk Factors

Important factors, in addition to others specifically addressed in “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
that could have a material adverse effect on our business, results of operations, liquidity, financial condition and prospects and the market prices of our common
stock, which we refer to collectively as a material adverse effect on us (or comparable phrases), or could cause results or outcomes to differ materially from those
contained in or implied by any forward-looking statement in this prospectus, are described below. There may be further risks and uncertainties that are not currently
known or that are not currently believed to be material that may adversely affect our business, results of operations, liquidity, financial condition and prospects and
the market price of our common stock in the future. The realization of any of these factors could cause investors in our common stock to lose all or a substantial
portion of their investment.

Market, Financial and Economic Risks

Our revenues, results of operations and operating cash flows generally are negatively impacted by decreases in market prices for electricity.

We are not guaranteed any rate of return on capital investments in our businesses. We conduct integrated power generation and retail electricity activities,
focusing on power generation, wholesale electricity sales and purchases, retail sales of electricity and services to end users and commodity risk management. Our
wholesale and retail businesses are to some extent countercyclical in nature, particularly for the wholesale power and ancillary services supplied to the retail
business. However, we do have a wholesale power position that exceeds the overall load requirements of our retail business and is subject to wholesale power price
moves. As a result, our revenues, results of operations and operating cash flows depend in large part upon wholesale market prices for electricity, natural gas,
uranium, lignite, coal, fuel and transportation in our regional market and other competitive markets and upon prevailing retail electricity rates, which may be
impacted by, among other things, actions of regulatory authorities. Market prices may fluctuate substantially over relatively short periods of time. Demand for
electricity can fluctuate dramatically, creating periods of substantial under- or over-supply. Over-supply can also occur as a result of the construction of new power
plants, as we have observed in recent years. During periods of over-supply, electricity prices might be depressed. Also, at times there may be political pressure, or
pressure from regulatory authorities with jurisdiction over wholesale and retail energy commodity and transportation rates, to impose price limitations, bidding
rules and other mechanisms to address volatility and other issues in these markets.

Some of the fuel for our generation facilities is purchased under short-term contracts. Fuel costs (including diesel, natural gas, lignite, coal and nuclear fuel)
may be volatile, and the wholesale price for electricity may not change at the same rate as changes in fuel costs. In addition, we purchase and sell natural gas and
other energy related commodities, and volatility in these markets may affect costs incurred in meeting obligations.

Volatility in market prices for fuel and electricity may result from, among other factors:
 

 •  volatility in natural gas prices;
 

 •  volatility in ERCOT market heat rates;
 

 •  volatility in coal and rail transportation prices;
 

 •  volatility in nuclear fuel and related enrichment and conversion services;
 

 •  severe or unexpected weather conditions, including drought and limitations on access to water;
 

 •  seasonality;
 

 •  changes in electricity and fuel usage resulting from conservation efforts, changes in technology or other factors;
 

 •  illiquidity in the wholesale electricity or other commodity markets;
 

 •  transmission or transportation disruptions, constraints, inoperability or inefficiencies;
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 •  availability of competitively-priced alternative energy sources or storage;
 

 •  changes in market structure and liquidity;
 

 •  changes in the manner in which we operate our facilities, including curtailed operation due to market pricing, environmental, safety or other factors;
 

 •  changes in generation efficiency;
 

 •  outages or otherwise reduced output from our generation facilities or those of our competitors;
 

 •  the addition of new electric capacity, including the construction of new power plants;
 

 •  our creditworthiness and liquidity and the willingness of fuel suppliers and transporters to do business with us;
 

 •  changes in the credit risk or payment practices of market participants;
 

 •  changes in production and storage levels of natural gas, lignite, coal, uranium, diesel and other refined products;
 

 •  natural disasters, wars, sabotage, terrorist acts, embargoes and other catastrophic events; and
 

 •  federal, state and local energy, environmental and other regulation and legislation.

All of our generation facilities are located in the ERCOT market, a market with limited interconnections to other markets. The price of electricity in the
ERCOT market is typically set by natural gas-fueled generation facilities, with wholesale electricity prices generally tracking increases or decreases in the price of
natural gas. A substantial portion of our supply volumes in 2015 and the nine months ended September 30, 2016 were produced by our nuclear-, lignite- and coal-
fueled generation assets. Natural gas prices have generally trended downward since mid-2008 (from $11.12 per MMBtu in mid-2008 to $2.66 per MMBtu for the
average settled price for the year ended December 31, 2015). Furthermore, in recent years, natural gas supply has outpaced demand primarily as a result of
development and expansion of hydraulic fracturing in natural gas extraction, and the supply/demand imbalance has resulted in historically low natural gas
prices. Because our baseload generating units and a substantial portion of our load following generating units are nuclear-, lignite- and coal-fueled, our results of
operations and operating cash flows have been negatively impacted by the effect of low natural gas prices on wholesale electricity prices without a significant
decrease in our operating cost inputs. Various industry experts expect this supply/demand imbalance to persist for a number of years, thereby depressing natural gas
prices for a long-term period. As a result, the financial results from, and the value of, our generation assets could remain depressed or could materially decrease in
the future unless natural gas prices rebound materially.

Wholesale electricity prices also track ERCOT market heat rates, which can be affected by a number of factors, including generation availability and the
efficiency of the marginal supplier (generally natural gas-fueled generation facilities) in generating electricity. Our market heat rate exposure is impacted by
changes in the availability of generating resources, such as additions and retirements of generation facilities, and the mix of generation assets in ERCOT. For
example, increasing renewable (wind and solar) generation capacity generally depresses market heat rates. Additionally, construction of more efficient generation
capacity also depresses market heat rates. Decreases in market heat rates decrease the value of all of our generation assets because lower market heat rates generally
result in lower wholesale electricity prices. Even though market heat rates have generally increased over the past several years, wholesale electricity prices have
declined due to the greater effect of falling natural gas prices. As a result, the financial results from, and the value of, our nuclear-, lignite- and coal-fueled
generation assets could significantly decrease in profitability and value and our financial condition and results of operations may be negatively impacted if ERCOT
market heat rates decline.

A sustained decrease in the financial results from, or the value of, our generation units ultimately could result in the retirement or idling of certain generation
units. In recent years, we have operated certain of our lignite- and coal-fueled generation assets only during parts of the year that have higher electricity demand
and, therefore, higher related wholesale electricity prices.
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Our assets or positions cannot be fully hedged against changes in commodity prices and market heat rates, and hedging transactions may not work as planned
or hedge counterparties may default on their obligations.

We cannot fully hedge the risks associated with changes in commodity prices, most notably electricity and natural gas prices, because of the expected useful
life of our generation assets and the size of our position relative to the duration of available markets for various hedging activities. Generally, commodity markets
that we participate in to hedge our exposure to ERCOT electricity prices and heat rates have limited liquidity after two to three years. Further, our ability to hedge
our revenues by utilizing cross-commodity hedging strategies with natural gas hedging instruments is generally limited to a duration of four to five years. To the
extent we have unhedged positions, fluctuating commodity prices and/or market heat rates can materially impact our results of operations, cash flows, liquidity and
financial condition, either favorably or unfavorably.

To manage our financial exposure related to commodity price fluctuations, we routinely enter into contracts to hedge portions of purchase and sale
commitments, fuel requirements and inventories of natural gas, lignite, coal, diesel fuel, uranium and refined products, and other commodities, within established
risk management guidelines. As part of this strategy, we routinely utilize fixed-price forward physical purchase and sale contracts, futures, financial swaps and
option contracts traded in over-the-counter markets or on exchanges. Although we devote a considerable amount of time and effort to the establishment of risk
management procedures, as well as the ongoing review of the implementation of these procedures, the procedures in place may not always function as planned and
cannot eliminate all the risks associated with these activities. For example, we hedge the expected needs of our wholesale and retail customers, but unexpected
changes due to weather, natural disasters, consumer behavior, market constraints or other factors could cause us to purchase electricity to meet unexpected demand
in periods of high wholesale market prices or resell excess electricity into the wholesale market in periods of low prices. As a result of these and other factors, risk
management decisions may have a material adverse effect on us.

Based on economic and other considerations, we may not be able to, or we may decide not to, hedge the entire exposure of our operations from commodity
price risk. To the extent we do not hedge against commodity price risk and applicable commodity prices change in ways adverse to us, we could be materially and
adversely affected. To the extent we do hedge against commodity price risk, those hedges may ultimately prove to be ineffective.

With the tightening of credit markets that began in 2008 and the expansion of regulatory oversight through various financial reforms, there has been a decline
in the number of market participants in the wholesale energy commodities markets, resulting in less liquidity, particularly in the ERCOT electricity market.
Notably, participation by financial institutions and other intermediaries (including investment banks) in such markets has declined. Extended declines in market
liquidity could adversely affect our ability to hedge our financial exposure to desired levels.

To the extent we engage in hedging and risk management activities, we are exposed to the credit risk that counterparties that owe us money, energy or other
commodities as a result of these activities will not perform their obligations to us. Should the counterparties to these arrangements fail to perform, we could be
forced to enter into alternative hedging arrangements or honor the underlying commitment at then-current market prices. In such event, we could incur losses or
forgo expected gains in addition to amounts, if any, already paid to the counterparties. ERCOT market participants are also exposed to risks that another ERCOT
market participant may default on its obligations to pay ERCOT for electricity or services taken, in which case such costs, to the extent not offset by posted security
and other protections available to ERCOT, may be allocated to various non-defaulting ERCOT market participants, including us.
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Our results of operations and financial condition could be materially and adversely affected if energy market participants continue to construct additional
generation facilities (i.e., new-build) in ERCOT despite relatively low power prices in ERCOT and such additional generation capacity results in a reduction in
wholesale power prices.

Given the overall attractiveness of ERCOT and certain tax benefits associated with renewable energy, among other matters, energy market participants have
continued to construct new generation facilities ( i.e.
, new-build) in ERCOT despite relatively low wholesale power prices. If this market dynamic continues, our
results of operations and financial condition could be materially and adversely affected if such additional generation capacity results in an over-supply of electricity
in ERCOT that causes a reduction in wholesale power prices in ERCOT.

Our liquidity needs could be difficult to satisfy, particularly during times of uncertainty in the financial markets or during times of significant fluctuation in
commodity prices, and we may be unable to access capital on favorable terms or at all in the future, which could have a material adverse effect on us. We
currently maintain non-investment grade credit ratings which could negatively affect our ability to access capital on favorable terms or result in higher
collateral requirements, particularly if our credit ratings were to be downgraded in the future.

Our businesses are capital intensive. In general, we rely on access to financial markets and credit facilities as a significant source of liquidity for our capital
requirements and other obligations not satisfied by cash-on-hand or operating cash flows. The inability to raise capital or to access credit facilities, particularly on
favorable terms, could adversely impact our liquidity and our ability to meet our obligations or sustain and grow our businesses and could increase capital costs and
collateral requirements, any of which could have a material adverse effect on us.

Our access to capital and the cost and other terms of acquiring capital are dependent upon, and could be adversely impacted by, various factors, including:
 

 •  general economic and capital markets conditions, including changes in financial markets that reduce available liquidity or the ability to obtain or renew
credit facilities on favorable terms or at all;

 

 •  conditions and economic weakness in the ERCOT or general United States power markets;
 

 •  regulatory developments;
 

 •  changes in interest rates;
 

 •  a deterioration, or perceived deterioration, of our creditworthiness, enterprise value or financial or operating results;
 

 •  a reduction in Vistra Energy Corp.’s or its applicable subsidiaries’ credit ratings;
 

 •  our level of indebtedness and compliance with covenants in our debt agreements;
 

 •  a deterioration of the creditworthiness or bankruptcy of one or more lenders or counterparties under our credit facilities that affects the ability of such
lender(s) to make loans to us;

 

 •  security or collateral requirements;
 

 •  general credit availability from banks or other lenders for us and our industry peers;
 

 •  investor confidence in the industry and in us and the ERCOT wholesale electricity market;
 

 •  volatility in commodity prices that increases credit requirements;
 

 •  a material breakdown in our risk management procedures;
 

 •  the occurrence of changes in our businesses;
 

 •  disruptions, constraints, or inefficiencies in the continued reliable operation of our generation facilities; and
 

 •  changes in or the operation of provisions of tax and regulatory laws.
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In addition, we currently maintain non-investment grade credit ratings. As a result, we may not be able to access capital on terms (financial or otherwise) as
favorable as companies that maintain investment grade credit ratings or we may be unable to access capital at all at times when the credit markets tighten. In
addition, our non-investment grade credit ratings may result in counterparties requesting collateral support (including cash or letters of credit) in order to enter into
transactions with us.

A downgrade in long-term debt ratings generally causes borrowing costs to increase and the potential pool of investors to shrink, and could trigger liquidity
demands pursuant to contractual arrangements. Future transactions by Vistra Energy Corp. or any of its subsidiaries, including the issuance of additional debt,
could result in a temporary or permanent downgrade in our credit ratings.

The Vistra Operations Credit Facilities impose restrictions on us and any failure to comply with these restrictions could have a material adverse effect on us.

The Vistra Operations Credit Facilities contain restrictions that could adversely affect us by limiting our ability to meet our capital needs. The Vistra
Operations Credit Facilities contain events of default customary for financings of this type. If we fail to comply with the covenants in the Vistra Operations Credit
Facilities and are unable to obtain a waiver or amendment, or a default exists and is continuing, the lenders under such agreements could give notice and declare
outstanding borrowings thereunder immediately due and payable. Any such acceleration of outstanding borrowings could have a material adverse effect on us.

Certain of our obligations are required to be secured by letters of credit or cash, which increase our costs. If we are unable to provide such security, it may
restrict our ability to conduct our business, which could have a material adverse effect on us.

We undertake certain hedging and commodity activities and enter into certain financing arrangements with various counterparties that require cash collateral
or the posting of letters of credit which are at risk of being drawn down in the event we default on our obligations. We currently use margin deposits, prepayments
and letters of credit as credit support for commodity procurement and risk management activities. Future cash collateral requirements may increase based on the
extent of our involvement in standard contracts and movements in commodity prices, and also based on our credit ratings and the general perception of
creditworthiness in the markets in which we operate. In the case of commodity arrangements, the amount of such credit support that must be provided typically is
based on the difference between the price of the commodity in a given contract and the market price of the commodity. Significant movements in market prices can
result in our being required to provide cash collateral and letters of credit in very large amounts. The effectiveness of our strategy may be dependent on the amount
of collateral available to enter into or maintain these contracts, and liquidity requirements may be greater than we anticipate or will be able to meet. Without a
sufficient amount of working capital to post as collateral, we may not be able to manage price volatility effectively or to implement our strategy. An increase in the
amount of letters of credit or cash collateral required to be provided to our counterparties may have a material adverse effect on us.

We may not be able to complete future acquisitions or successfully integrate future acquisitions into our business, which could result in unanticipated expenses
and losses.

As part of our growth strategy, we have pursued acquisitions and may continue to do so. Our ability to continue to implement this component of our growth
strategy will be limited by our ability to identify appropriate acquisition or joint venture candidates and our financial resources, including available cash and access
to capital. Any expense incurred in completing acquisitions or entering into joint ventures, the time it takes to integrate an acquisition or our failure to integrate
acquired businesses successfully could result in unanticipated expenses and losses. Furthermore, we may not be able to fully realize the anticipated benefits from
any future acquisitions or joint ventures we may pursue. In addition, the process of integrating acquired operations into our existing
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operations may result in unforeseen operating difficulties and expenses and may require significant financial resources that would otherwise be available for the
execution of our business strategy.

We may be responsible for United States federal and state income tax liabilities that relate to the PrefCo Preferred Stock Sale and Spin-Off.

Pursuant to the Tax Matters Agreement, the parties thereto have agreed to take certain actions and refrain from taking certain actions in order to preserve the
intended tax treatment of the Spin-Off (as defined below in “The Reorganization and Emergence — Transactions in Connection with Emergence”) and to
indemnify the other parties to the extent a breach of such covenant results in additional taxes to the other parties. If we breach such a covenant (or, in certain
circumstances, if our stockholders or creditors of our Predecessor take or took certain actions that result in the intended tax treatment of the Spin-Off not to be
preserved), we may be required to make substantial indemnification payments to the other parties to the Tax Matters Agreement.

The Tax Matters Agreement also allocates the responsibility for taxes for periods prior to the Spin-Off between EFH Corp. and us. For periods prior to the
Spin-Off, (i) Vistra Energy is generally required to reimburse EFH Corp. with respect to any taxes paid by EFH Corp. that are attributable to us and (ii) EFH Corp.
is generally required to reimburse us with respect to any taxes paid by us that are attributable to EFH Corp.

We are also required to indemnify EFH Corp. against certain taxes in the event the IRS or another taxing authority successfully challenges the amount of
gain relating to the PrefCo Preferred Stock Sale (as defined in “The Reorganization and Emergence”) or the amount or allowance of EFH Corp.’s net operating loss
deductions.

Our indemnification obligations to EFH Corp. are not limited by any maximum amount. If we are required to indemnify EFH Corp. or such other persons
under the circumstances set forth in the Tax Matters Agreement, we may be subject to substantial liabilities.

We are required to pay the holders of TRA Rights for certain tax benefits, which amounts are expected to be substantial.

On the Effective Date, we entered into a tax receivable agreement (the Tax Receivable Agreement) with American Stock Transfer & Trust Company, LLC,
as the transfer agent. Pursuant to the Tax Receivable Agreement, we issued beneficial interests in the rights to receive payments under the Tax Receivable
Agreement (the TRA Rights) to the first lien creditors of our Predecessor to be held in escrow for the benefit of the first lien creditors of our Predecessor entitled to
receive such TRA Rights under the Plan. Our pro forma financial statements included elsewhere in this prospectus reflect a liability of $624 million related to these
future payment obligations. This amount is based on certain assumptions as described more fully in the notes to the pro forma financial statements, including
assumptions on the current corporate tax rates remaining unchanged, and the actual payments made under the Tax Receivable Agreement could materially exceed
this estimate.

The Tax Receivable Agreement provides for the payment by us to the holders of TRA Rights of 85% of the amount of cash savings, if any, in United States
federal, state and local income tax that we and our subsidiaries actually realize as a result of our use of (a) the tax basis step up attributable to the PrefCo Preferred
Stock Sale, (b) the entire tax basis of the assets acquired as a result of the purchase and sale agreement, dated as of November 25, 2015 by and between La Frontera
Ventures, LLC and Luminant Holding Company LLC (Luminant), and (c) tax benefits related to imputed interest deemed to be paid by us as a result of payments
under the Tax Receivable Agreement. The amount and timing of any payments under the Tax Receivable Agreement will vary depending upon a number of factors,
including the amount and timing of the taxable income we generate in the future and the tax rate then applicable, our use of loss carryovers and the portion of our
payments under the Tax Receivable Agreement constituting imputed interest.
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Although we are not aware of any issue that would cause the IRS to challenge the tax benefits that are the subject of the Tax Receivable Agreement,
recipients of the payments under the Tax Receivable Agreement will not be required to reimburse us for any payments previously made if such tax benefits are
subsequently disallowed. As a result, in such circumstances, Vistra Energy Corp. could make payments under the Tax Receivable Agreement that are greater than
its actual cash tax savings and may not be able to recoup those payments, which could adversely affect our liquidity.

Because Vistra Energy Corp. is a holding company with no operations of its own, its ability to make payments under the Tax Receivable Agreement is
dependent on the ability of its subsidiaries to make distributions to it. To the extent that Vistra Energy Corp. is unable to make payments under the Tax Receivable
Agreement because of the inability of its subsidiaries to make distributions to us for any reason, such payments will be deferred and will accrue interest until paid,
which could adversely affect our results of operations and could also affect our liquidity in periods in which such payments are made.

The payments we will be required to make under the Tax Receivable Agreement could be substantial.

We may be required to make an early termination payment to the holders of TRA Rights under the Tax Receivable Agreement.

The Tax Receivable Agreement provides that, in the event that Vistra Energy Corp. breaches any of its material obligations under the Tax Receivable
Agreement, or upon certain mergers, asset sales, or other forms of business combination or certain other changes of control, the transfer agent under the Tax
Receivable Agreement may treat such event as an early termination of the Tax Receivable Agreement, in which case Vistra Energy Corp. would be required to
make an immediate payment to the holders of the TRA Rights equal to the present value (at a discount rate equal to LIBOR plus 100 basis points) of the anticipated
future tax benefits based on certain valuation assumptions.

As a result, upon any such breach or change of control, we could be required to make a lump sum payment under the Tax Receivable Agreement before we
realize any actual cash tax savings and such lump sum payment could be greater than our future actual cash tax savings.

The aggregate amount of these accelerated payments could be materially more than our estimated liability for payments made under the Tax Receivable
Agreement set forth in our pro forma financial statements. Based on this estimation, our obligations under the Tax Receivable Agreement could have a substantial
negative impact on our liquidity.

We are potentially liable for United States income taxes of the entire EFH Corp. consolidated group for all taxable years in which we were a member of such
group.

Prior to the Spin-Off, EFH Corporate Services Company, EFH Properties Company and certain other subsidiary corporations were included in the
consolidated United States federal income tax group of which EFH Corp. was the common parent (the EFH Corp. Consolidated Group). In addition, pursuant to the
private letter ruling from the IRS we received in connection with the Spin-Off, Vistra Energy will be considered a member of the EFH Corp. Consolidated Group
prior to the Spin-Off. Under United States federal income tax laws, any corporation that is a member of a consolidated group at any time during a taxable year is
jointly and severally liable for the group’s entire federal income tax liability for the entire taxable year. In addition, entities that are disregarded for federal income
tax purposes may be liable as successors under common law theories or under certain regulations to the extent corporations transferred assets to such entities or
merged or otherwise consolidated into such entities, whether under state law or purely as a matter of federal income tax law. Thus, notwithstanding any contractual
rights to be reimbursed or indemnified by EFH Corp. pursuant to the Tax Matters Agreement, to the extent EFH Corp. or other members of the EFH Corp.
Consolidated Group fail to make any federal income tax payments required of them by law in respect of taxable years for which we were a
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member of the EFH Corp. Consolidated Group, we may be liable for the shortfall. At such time, we may not have sufficient cash on hand to satisfy such payment
obligation.

Our ability to claim a portion of depreciation deductions may be limited for a period of time.

Under the Internal Revenue Code, a corporation’s ability to utilize certain tax attributes, including depreciation, may be limited following an ownership
change if the corporation’s overall asset tax basis exceeds the overall fair market value of its assets (after making certain adjustments). The Spin-Off resulted in an
ownership change and it is expected that the overall tax basis of our assets may have exceeded the overall fair market value of our assets at such time. As a result,
there may be a limitation on our ability to claim a portion of our depreciation deductions for a five-year period. This limitation could have a material impact on our
tax liabilities and on our obligations under the TRA Rights. In addition, any future ownership change of Vistra Energy following Emergence could likewise result
in additional limitations on our ability to use certain tax attributes existing at the time of any such ownership change and have an impact on our tax liabilities and on
our obligations with respect to the TRA Rights under the Tax Receivable Agreement.

The costs of providing postretirement benefits and related funding requirements are subject to changes in value of fund assets, benefit costs, demographics and
actuarial assumptions and may have a material adverse effect on us.

To a limited extent, we provide pension benefits and certain health care and life insurance benefits to certain of our eligible employees and their eligible
dependents upon the retirement of such employees. Our costs of providing such benefits and related funding requirements are dependent upon numerous factors,
assumptions and estimates and are subject to changes in these factors, assumptions and estimates, including the market value of the assets funding the pension and
Other Post-Employment Benefits (OPEB) plans.

The values of the investments that fund the pension and OPEB plans are subject to changes in financial market conditions. Significant decreases in the values
of these investments could increase the expenses of the pension plans and the costs of the OPEB plans and related funding requirements in the future. Our costs of
providing such benefits and related funding requirements are also subject to changing employee demographics (including, but not limited to age, compensation
levels and years of accredited service), the level of contributions made to retiree plans, expected and actual earnings on plan assets and the discount rates used in
determining the projected benefit obligation. Changes made to the provisions of the plans may also impact current and future benefit costs. Fluctuations in financial
market returns as well as changes in general interest rates may result in increased or decreased benefit costs in future periods.

Regulatory and Legislative Risks

Our businesses are subject to ongoing complex governmental regulations and legislation that have impacted, and may in the future impact, our businesses,
results of operations, liquidity and financial condition.

Our businesses operate in changing market environments influenced by various state and federal legislative and regulatory initiatives regarding the
restructuring of the energy industry, including competition in power generation and sale of electricity. Although we attempt to comply with changing legislative
and regulatory requirements, there is a risk that we will fail to adapt to any such changes successfully or on a timely basis.

Our businesses are subject to numerous state and federal laws (including PURA, the Federal Power Act, the Atomic Energy Act, the Public Utility
Regulatory Policies Act of 1978, the Clean Air Act (the CAA), the Energy Policy Act of 2005 and the Dodd-Frank Wall Street Reform and Consumer Protection
Act), changing governmental policy and regulatory actions (including those of the PUCT, the NERC, the TRE, the RCT, the TCEQ, the FERC, the MSHA, the
EPA, the NRC and the CFTC) and the rules, guidelines and protocols of ERCOT with respect to various matters, including, but not limited to, market structure and
design, operation of nuclear generation facilities, construction and operation of other generation facilities, development, operation and
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reclamation of lignite mines, recovery of costs and investments, decommissioning costs, market behavior rules, present or prospective wholesale and retail
competition and environmental matters. We, along with other market participants, are subject to electricity pricing constraints and market behavior and other
competition-related rules and regulations under PURA that are administered by the PUCT and ERCOT. Changes in, revisions to, or reinterpretations of, existing
laws and regulations may have a material adverse effect on us. Further, in the future we could expand our business, through acquisitions or otherwise, to geographic
areas outside of Texas and the ERCOT market. Such expansion would subject us to additional state regulatory requirements that could have material adverse effect
on us.

We are required to obtain, and to comply with, government permits and approvals.

We are required to obtain, and to comply with, numerous permits and licenses from federal, state and local governmental agencies. The process of obtaining
and renewing necessary permits and licenses can be lengthy and complex and can sometimes result in the establishment of conditions that make the project or
activity for which the permit or license was sought unprofitable or otherwise unattractive. In addition, such permits or licenses may be subject to denial, revocation
or modification under various circumstances. Failure to obtain or comply with the conditions of permits or licenses, or failure to comply with applicable laws or
regulations, may result in the delay or temporary suspension of our operations and electricity sales or the curtailment of our delivery of electricity to our customers
and may subject us to penalties and other sanctions. Although various regulators routinely renew existing permits and licenses, renewal of our existing permits or
licenses could be denied or jeopardized by various factors, including (a) failure to provide adequate financial assurance for closure, (b) failure to comply with
environmental, health and safety laws and regulations or permit conditions, (c) local community, political or other opposition and (d) executive, legislative or
regulatory action.

Our inability to procure and comply with the permits and licenses required for our operations, or the cost to us of such procurement or compliance, could
have a material adverse effect on us. In addition, new environmental legislation or regulations, if enacted, or changed interpretations of existing laws, may cause
routine maintenance activities at our facilities to need to be changed in order to avoid violating applicable laws and regulations or elicit claims that historical
routine maintenance activities at our facilities violated applicable laws and regulations. In addition to the possible imposition of fines in the case of any such
violations, we may be required to undertake significant capital investments in emissions control technology and obtain additional operating permits or licenses,
which could have a material adverse effect on us.

Our cost of compliance with existing and new environmental laws could have a material adverse effect on us.

We are subject to extensive environmental regulation by governmental authorities, including the EPA and the TCEQ. We may incur significant additional
costs beyond those currently contemplated to comply with these regulatory requirements. If we fail to comply with these regulatory requirements, we could be
subject to civil or criminal liabilities and fines. Existing environmental regulations could be revised or reinterpreted, new laws and regulations could be adopted or
become applicable to us or our facilities, and future changes in environmental laws and regulations could occur, including potential regulatory and enforcement
developments related to air emissions, all of which could result in significant additional costs beyond those currently contemplated to comply with existing
requirements. Any of the foregoing could have a material adverse effect on us.

The EPA has recently finalized or proposed several regulatory actions establishing new requirements for control of certain emissions from sources, including
electricity generation facilities. In the future, the EPA may also propose and finalize additional regulatory actions that may adversely affect our existing generation
facilities or our ability to cost-effectively develop new generation facilities. There is no assurance that the currently-installed emissions control equipment at our
lignite, coal and/or natural gas-fueled generation facilities will satisfy the requirements under any future EPA or TCEQ regulations. Some of the recent regulatory
actions and proposed actions, such as the EPA’s Regional Haze Federal Implementation Plans (FIP) for reasonable progress and best available retrofit technology
(BART), could require us to install significant additional control
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equipment, resulting in potentially material costs of compliance for our generation units, including capital expenditures, higher operating and fuel costs and
potential production curtailments if the rules take effect as proposed or finalized. These costs could have a material adverse effect on us.

We may not be able to obtain or maintain all required environmental regulatory approvals. If there is a delay in obtaining any required environmental
regulatory approvals, if we fail to obtain, maintain or comply with any such approval or if an approval is retroactively disallowed or adversely modified, the
operation of our generation facilities could be stopped, disrupted, curtailed or modified or become subject to additional costs. Any such stoppage, disruption,
curtailment, modification or additional costs could have a material adverse effect on us.

In addition, we may be responsible for any on-site liabilities associated with the environmental condition of facilities that we have acquired, leased or
developed, regardless of when the liabilities arose and whether they are now known or unknown. In connection with certain acquisitions and sales of assets, we
may obtain, or be required to provide, indemnification against certain environmental liabilities. Another party could, depending on the circumstances, assert an
environmental claim against us or fail to meet its indemnification obligations to us.

We could be materially and adversely affected if current regulations are implemented or if new federal or state legislation or regulations are adopted to address
global climate change, or if we are subject to lawsuits for alleged damage to persons or property resulting from greenhouse gas emissions.

There is a concern nationally and internationally about global climate change and how GHG emissions, such as CO 2 , contribute to global climate change.
Over the last several years, the United States Congress has considered and debated, and President Obama’s administration has discussed, several proposals intended
to address climate change using different approaches, including a cap on carbon emissions with emitters allowed to trade unused emission allowances (cap-and-
trade), a tax on carbon or GHG emissions, incentives for the development of low-carbon technology and federal renewable portfolio standards. The EPA has also
finalized regulations under the Clean Air Act to limit CO 2 emissions from existing generating units, referred to as the Clean Power Plan. While currently the
subject of a legal challenge, if implemented as finalized, the Clean Power Plan would require the closure of a significant number of coal-fueled electric generating
units nationwide and in Texas. In addition, a number of federal court cases have been filed in recent years asserting damage claims related to GHG emissions, and
the results in those proceedings could establish adverse precedent that might apply to companies (including us) that produce GHG emissions. For more detailed
discussion of recent global climate change legislation and regulation, see “Business — Legal Proceedings and Regulatory Matters.” We could be materially and
adversely affected if new federal and/or state legislation or regulations are adopted to address global climate change, if the Clean Power Plan is implemented as
finalized or if we are subject to lawsuits for alleged damage to persons or property resulting from GHG emissions.

The availability and cost of emission allowances could adversely impact our costs of operations.

We are required to maintain, through either allocations or purchases, sufficient emission allowances for SO 2 and NO x to support our operations in the
ordinary course of operating our power generation facilities. These allowances are used to meet the obligations imposed on us by various applicable environmental
laws. If our operational needs require more than our allocated allowances, we may be forced to purchase such allowances on the open market, which could be
costly. If we are unable to maintain sufficient emission allowances to match our operational needs, we may have to curtail our operations so as not to exceed our
available emission allowances, or install costly new emission controls. As we use the emission allowances that we have purchased on the open market, costs
associated with such purchases will be recognized as operating expense. If such allowances are available for purchase, but only at significantly higher prices, the
purchase of such allowances could materially increase our costs of operations in the affected markets.

Luminant’s mining operations are subject to RCT oversight.

We currently own and operate through Luminant 11 surface lignite coal mines in Texas to provide fuel for our electricity generation facilities. The RCT,
which exercises broad authority to regulate reclamation activity,
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reviews on an ongoing basis whether Luminant is compliant with RCT rules and regulations and whether it has met all of the requirements of its mining permits.
Any new rules and regulations adopted by the RCT or the Department of Interior Office of Surface Mining, which also regulates mining activity nationwide, or any
changes in the interpretation of existing rules and regulations, could result in higher compliance costs or otherwise adversely affect our financial condition or cause
a revocation of a mining permit. Any revocation of a mining permit would mean that Luminant would no longer be allowed to mine lignite at the applicable mine to
serve its generation facilities. In addition, Luminant’s mining reclamation obligations are secured by a first lien on its assets which is pari passu with the Vistra
Operations Credit Facilities (but which would be paid first (up to $975 million) upon any liquidation of Vistra Operations Company LLC’s (Vistra Operations)
assets). The RCT could, at any time, require that Luminant’s mining reclamation obligations be secured by cash or letters of credit in lieu of such first lien. Any
failure to provide any such cash or letter of credit collateral could result in Luminant no longer being able to mine lignite. Any such event could have a material
adverse effect on us.

Litigation, legal proceedings, regulatory investigations or other administrative proceedings could expose us to significant liabilities and reputation damage that
could have a material adverse effect on us.

We are involved in the ordinary course of business in a number of lawsuits involving, among other matters, employment, commercial, and environmental
issues, and other claims for injuries and damages. We evaluate litigation claims and legal proceedings to assess the likelihood of unfavorable outcomes and to
estimate, if possible, the amount of potential losses. Based on these evaluations and estimates, when required by applicable accounting rules, we establish reserves
and disclose the relevant litigation claims or legal proceedings, as appropriate. These evaluations and estimates are based on the information available to
management at the time and involve a significant amount of judgment. Actual outcomes or losses may differ materially from current evaluations and estimates. The
settlement or resolution of such claims or proceedings may have a material adverse effect on us. We use appropriate means to contest litigation threatened or filed
against us, but the litigation environment poses a significant business risk.

We are also involved in the ordinary course of business in regulatory investigations and other administrative proceedings, and we are exposed to the risk that
we may become the subject of additional regulatory investigations or administrative proceedings. While we cannot predict the outcome of any regulatory
investigation or administrative proceeding, any such regulatory investigation or administrative proceeding could result in us incurring material penalties and/or
other costs and have a materially adverse effect on us.

The REP certification of our retail operation is subject to PUCT review.

The PUCT may at any time initiate an investigation into whether our retail operation complies with certain PUCT rules and whether we have met all of the
requirements for REP certification, including financial requirements. Any removal or revocation of an REP certification would mean that we would no longer be
allowed to provide electricity service to retail customers. Such decertification could have a material adverse effect on us. Moreover, any capital or other
expenditures that we are required by the PUCT to undertake in order to achieve or maintain any such compliance could also have a material adverse effect on us.

Operational Risks

Our retail operations are subject to significant competition from other REPs, which could result in a loss of existing customers and the inability to attract new
customers.

We operate in a very competitive retail market and, as a result, our retail operation faces significant competition for customers. We believe our TXU Energy
TM brand is viewed favorably in the retail electricity markets in which we operate, but despite our commitment to providing superior customer service and
innovative products, customer sentiment toward our brand, including by comparison to our competitors’ brands, depends on certain factors beyond our control. For
example, competitor REPs may offer lower electricity prices and other
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incentives, which, despite our long-standing relationship with many customers, may attract customers away from us. This and other competitive retail activity has
resulted in retail customer churn and our total retail customer counts have declined approximately 1% during the nine months ended September 30, 2016. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Significant Activities and Events and Items Influencing Future
Performance — Competitive Retail Markets and Customer Retention.” If we are unable to successfully compete with competitors in the retail market it is possible
our retail customer counts could continue to decline, which could have a material adverse effect on us.

As we try to grow our retail business and operate our business strategy, we compete with various other REPs that may have certain advantages over us. For
example, in new markets, our principal competitor for new customers may be the incumbent REP, which has the advantage of long-standing relationships with its
customers, including well-known brand recognition. In addition to competition from the incumbent REP, we may face competition from a number of other energy
service providers, other energy industry participants, or nationally branded providers of consumer products and services who may develop businesses that will
compete with us. Some of these competitors or potential competitors may be larger than we are or have greater resources or access to capital than we have. If there
is inadequate potential margin in retail electricity markets with substantial competition to overcome the adverse effect of relatively high customer acquisition costs
in such markets, it may not be profitable for us to compete in these markets.

Our retail operations rely on the infrastructure of local utilities or independent transmission system operators to provide electricity to, and to obtain
information about, our customers. Any infrastructure failure could negatively impact customer satisfaction and could have a material adverse effect on us.

Our retail operations depend on transmission and distribution facilities owned and operated by unaffiliated utilities to deliver the electricity that we sell to our
customers. If transmission capacity is inadequate, our ability to sell and deliver electricity may be hindered and we may have to forgo sales or buy more expensive
wholesale electricity than is available in the capacity-constrained area. For example, during some periods, transmission access is constrained in some areas of the
Dallas-Fort Worth metroplex, where we have a significant number of customers. The cost to provide service to these customers may exceed the cost to provide
service to other customers, resulting in lower operating margins. In addition, any infrastructure failure that interrupts or impairs delivery of electricity to our
customers could negatively impact customer satisfaction with our service. Any of the foregoing could have a material adverse effect on us.

We may suffer material losses, costs and liabilities due to ownership and operation of the Comanche Peak nuclear generation facility.

We own and operate a nuclear generation facility in Glen Rose, Texas (the Comanche Peak Facility). The ownership and operation of a nuclear generation
facility involves certain risks. These risks include:
 

 •  unscheduled outages or unexpected costs due to equipment, mechanical, structural, cyber security or other problems;
 

 •  inadequacy or lapses in maintenance protocols;
 

 •  the impairment of reactor operation and safety systems due to human error or force majeure;
 

 •  the costs of, and liabilities relating to, storage, handling, treatment, transport, release, use and disposal of radioactive materials;
 

 •  the costs of procuring nuclear fuel;
 

 •  the costs of storing and maintaining spent nuclear fuel at our on-site dry cask storage facility;
 

 •  terrorist or cyber security attacks and the cost to protect against any such attack;
 

 •  the impact of a natural disaster;
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 •  limitations on the amounts and types of insurance coverage commercially available; and
 

 •  uncertainties with respect to the technological and financial aspects of modifying or decommissioning nuclear facilities at the end of their useful lives.

The prolonged unavailability of the Comanche Peak Facility could have a material adverse effect on our results of operation, cash flows, financial position
and reputation. The following are among the more significant related risks:
 

 

•  Operational Risk — Operations at any generation facility could degrade to the point where the facility would have to be shut down. If such
degradations were to occur at the Comanche Peak Facility, the process of identifying and correcting the causes of the operational downgrade to return
the facility to operation could require significant time and expense, resulting in both lost revenue and increased fuel and purchased power expense to
meet supply commitments. Furthermore, a shut-down or failure at any other nuclear generation facility could cause regulators to require a shut-down
or reduced availability at the Comanche Peak Facility.

 

 

•  Regulatory Risk — The NRC may modify, suspend or revoke licenses and impose civil penalties for failure to comply with the Atomic Energy Act,
the regulations under it or the terms of the licenses of nuclear generation facilities. Unless extended, as to which no assurance can be given, the NRC
operating licenses for the two licensed operating units at the Comanche Peak Facility will expire in 2030 and 2033, respectively. Changes in
regulations by the NRC, including potential regulation as a result of the NRC’s ongoing analysis and response to the effects of the natural disaster on
nuclear generation facilities in Japan in 2010, as well as any extension of our operating licenses, could require a substantial increase in capital
expenditures or result in increased operating or decommissioning costs.

 

 

•  Nuclear Accident Risk — Although the safety record of the Comanche Peak Facility and other nuclear generation facilities generally has been very
good, accidents and other unforeseen problems have occurred both in the United States and elsewhere. The consequences of an accident can be severe
and include loss of life, injury, lasting negative health impacts and property damage. Any accident, or perceived accident, could result in significant
liabilities and damage our reputation. Any such resulting liability from a nuclear accident could exceed our resources, including insurance coverage,
and could ultimately result in the suspension or termination of power generation from the Comanche Peak Facility.

The operation and maintenance of power generation facilities and related mining operations involve significant risks that could adversely affect our results of
operations, liquidity and financial condition.

The operation and maintenance of power generation facilities and related mining operations involve many risks, including, as applicable, start-up risks,
breakdown or failure of facilities, operator error, lack of sufficient capital to maintain the facilities, the dependence on a specific fuel source or the impact of
unusual or adverse weather conditions or other natural events, or terrorist attacks, as well as the risk of performance below expected levels of output, efficiency or
reliability, the occurrence of any of which could result in substantial lost revenues and/or increased expenses. A significant number of our facilities were
constructed many years ago. In particular, older generating equipment, even if maintained in accordance with good engineering practices, may require significant
capital expenditures to operate at peak efficiency or reliability. The risk of increased maintenance and capital expenditures arises from (a) increased starting and
stopping of generation equipment due to the volatility of the competitive generation market and the prospect of continuing low wholesale electricity prices that may
not justify sustained or year-round operation of all our generation facilities, (b) any unexpected failure to generate power, including failure caused by equipment
breakdown or unplanned outage (whether by order of applicable governmental regulatory authorities, the impact of weather events or natural disasters or
otherwise), (c) damage to facilities due to storms, natural disasters, wars, terrorist or cyber security acts and other catastrophic events and (d) the passage of time
and normal wear and tear. Further, our ability to successfully and timely complete routine maintenance or other capital projects at our existing facilities is
contingent upon many variables and subject to
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substantial risks. Should any such efforts be unsuccessful, we could be subject to additional costs or losses and write downs of our investment in the project.

We cannot be certain of the level of capital expenditures that will be required due to changing environmental and safety laws and regulations (including
changes in the interpretation or enforcement thereof), needed facility repairs and unexpected events (such as natural disasters or terrorist or cyber security attacks).
The unexpected requirement of large capital expenditures could have a material adverse effect on us.

In addition, if any of our generation facilities experiences unplanned outages, whether because of equipment breakdown or otherwise, we may be required to
procure replacement power at spot market prices in order to fulfill contractual commitments. If we do not have adequate liquidity to meet margin and collateral
requirements, we may be exposed to significant losses, may miss significant opportunities and may have increased exposure to the volatility of spot markets, which
could have a material adverse effect on us.

Our employees, contractors, customers and the general public may be exposed to a risk of injury due to the nature of our operations.

Our employees and contractors work in, and customers and the general public may be exposed to, potentially dangerous environments at or near our
operations. As a result, employees, contractors, customers and the general public are at risk for serious injury, including loss of life. Significant examples of such
risks include nuclear accidents, dam failure, gas explosions, mine area collapses and other dangerous incidents.

The occurrence of any one of these events may result in us being named as a defendant in lawsuits asserting claims for substantial damages, including for
environmental cleanup costs, personal injury and property damage and fines and/or penalties. We maintain an amount of insurance protection that we consider
adequate, but we cannot provide any assurance that our insurance will be sufficient or effective under all circumstances and against all hazards or liabilities to
which we may be subject and, even if we do have insurance coverage for a particular circumstance, we may be subject to a large deductible and maximum cap.
Further, due to rising insurance costs and changes in the insurance markets, we cannot provide any assurance that our insurance coverage will continue to be
available at all or at rates or on terms similar to those presently available. Any losses not covered by insurance could have a material adverse effect on us.

We may be materially and adversely affected by the effects of extreme weather conditions and seasonality.

We may be materially affected by weather conditions and our businesses may fluctuate substantially on a seasonal basis as the weather changes. In addition,
we could be subject to the effects of extreme weather conditions, including sustained cold or hot temperatures, hurricanes, storms or other natural disasters, which
could stress our generation facilities and result in outages, destroy our assets and result in casualty losses that are not ultimately offset by insurance proceeds, and
could require increased capital expenditures or maintenance costs, including supply chain costs.

Moreover, an extreme weather event could cause disruption in service to customers due to downed wires and poles or damage to other operating equipment,
which could result in us foregoing sales of electricity and lost revenue. Similarly, an extreme weather event might affect the availability of generation and
transmission capacity, limiting our ability to source or deliver power where it is needed or limit our ability to source fuel for our plants (including due to damage to
rail or natural gas pipeline infrastructure). Additionally, extreme weather may result in unexpected increases in customer load, requiring our retail operation to
procure additional electricity supplies at wholesale prices in excess of customer sales prices for electricity. These conditions, which cannot be reliably predicted,
could have adverse consequences by requiring us to seek additional sources of electricity when wholesale market prices are high or to sell excess electricity when
market prices are low, which could have a material adverse effect on us.
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We may be materially and adversely affected by insufficient water supplies.

Supplies of water are important for our generation facilities. Water in Texas is limited and various parties have made conflicting claims regarding the right to
access and use such limited supplies of water. In addition, in the recent past Texas has experienced sustained drought conditions that illustrate the effect such
conditions may have on the water supply for certain of our generation facilities if adequate rain does not fall in the watersheds that supply our electric generating
units. If we are unable to access sufficient supplies of water, it could prevent, restrict or increase the cost of operations at certain of our generation facilities, which
could have a material adverse effect on us.

Changes in technology or increased electricity conservation efforts may reduce the value of our generation facilities and may otherwise have a material adverse
effect on us.

Technological advances have improved, and are likely to continue to improve, for existing and alternative methods to produce and store power, including gas
turbines, wind turbines, fuel cells, micro turbines, photovoltaic (solar) cells, batteries and concentrated solar thermal devices, along with improvements in
traditional technologies. Such technological advances have reduced, and are expected to continue to reduce, the costs of power production or storage to a level that
will enable these technologies to compete effectively with traditional generation facilities. Consequently, the value of our more traditional generation assets could
be significantly reduced as a result of these competitive advances, which could have a material adverse effect on us. In addition, changes in technology have
altered, and are expected to continue to alter, the channels through which retail customers buy electricity ( i.e.
, self-generation or distributed-generation facilities).
To the extent self-generation facilities become a more cost-effective option for ERCOT customers, our financial condition, operating cash flows and results of
operations could be materially and adversely affected.

Technological advances in demand-side management and increased conservation efforts have resulted, and are expected to continue to result, in a decrease in
electricity demand. A significant decrease in electricity demand in ERCOT as a result of such efforts would significantly reduce the value of our generation assets.
Certain regulatory and legislative bodies have introduced or are considering requirements and/or incentives to reduce power consumption. Effective power
conservation by our customers could result in reduced electricity demand or significantly slow the growth in such demand. Any such reduction in demand could
have a material adverse effect on us. Furthermore, we may incur increased capital expenditures if we are required to increase investment in conservation measures.

Attacks on our infrastructure that breach cyber/data security measures could expose us to significant liabilities and reputation damage and disrupt business
operations, which could have a material adverse effect on us.

Much of our information technology infrastructure is connected (directly or indirectly) to the internet. There have been numerous attacks on government and
industry information technology systems through the internet that have resulted in material operational, reputation and/or financial costs. While we have controls in
place designed to protect our infrastructure and we are not aware of any significant breaches in the past, a breach of cyber/data security measures that impairs our
information technology infrastructure could disrupt normal business operations and affect our ability to control our generation assets, access retail customer
information and limit communication with third parties. Any loss of confidential or proprietary data through a breach could adversely affect our reputation, expose
us to material legal or regulatory claims and impair our ability to execute our business strategy, which could have a material adverse effect on us.

As part of the continuing development of new and modified reliability standards, the FERC has approved changes to its Critical Infrastructure Protection
reliability standards and has established standards for assets identified as “critical cyber assets.” Under the Energy Policy Act of 2005, the FERC can impose
penalties (up to $1 million per day, per violation) for failure to comply with mandatory electric reliability standards, including standards to protect the power
system against potential disruptions from cyber and physical security breaches.
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Further, our retail business requires access to sensitive customer data in the ordinary course of business. Examples of sensitive customer data are names,
addresses, account information, historical electricity usage, expected patterns of use, payment history, credit bureau data, credit and debit card account numbers,
drivers’ license numbers, social security numbers and bank account information. Our retail business may need to provide sensitive customer data to vendors and
service providers who require access to this information in order to provide services, such as call center operations, to the retail business. If a significant breach
were to occur, the reputation of our retail business may be adversely affected, customer confidence may be diminished, and our retail business may be subject to
substantial legal or regulatory claims, any of which may contribute to the loss of customers and have a material adverse effect on us.

The loss of the services of our key management and personnel could adversely affect our ability to successfully operate our businesses.

Our future success will depend on our ability to continue to attract and retain highly qualified personnel. We compete for such personnel with many other
companies, in and outside of our industry, government entities and other organizations. We may not be successful in retaining current personnel or in hiring or
retaining qualified personnel in the future. Our failure to attract highly qualified new personnel or retain highly qualified existing personnel could have an adverse
effect on our ability to successfully operate our businesses.

We could be materially and adversely impacted by strikes or work stoppages by our unionized employees.

As of December 15, 2016, we had 1,782 employees covered by collective bargaining agreements, all of which expire on March 31, 2017. In the event that
our union employees strike, participate in a work stoppage or slowdown or engage in other forms of labor strife or disruption, we would be responsible for
procuring replacement labor or we could experience reduced power generation or outages. Our ability to procure such labor is uncertain. Strikes, work stoppages or
the inability to negotiate future collective bargaining agreements on favorable terms or at all could have a material adverse effect on us.

Risks Related to Our Structure and Ownership of our Common Stock

Vistra Energy Corp. is a holding company and its ability to obtain funds from its subsidiaries is structurally subordinated to existing and future liabilities and
preferred equity of its subsidiaries.

Vistra Energy Corp. is a holding company that does not conduct any business operations of its own. As a result, Vistra Energy Corp.’s cash flows and ability
to meet its obligations are largely dependent upon the operating cash flows of Vistra Energy Corp.’s subsidiaries and the payment of such operating cash flows to
Vistra Energy Corp. in the form of dividends, distributions, loans or otherwise. These subsidiaries are separate and distinct legal entities from Vistra Energy Corp.
and have no obligation (other than any existing contractual obligations) to provide Vistra Energy Corp. with funds to satisfy its obligations. Any decision by a
subsidiary to provide Vistra Energy Corp. with funds to satisfy its obligations, including those under the Tax Receivable Agreement, whether by dividends,
distributions, loans or otherwise, will depend on, among other things, such subsidiary’s results of operations, financial condition, cash flows, cash requirements,
contractual prohibitions and other restrictions, applicable law and other factors. The deterioration of income from, or other available assets of, any such subsidiary
for any reason could limit or impair its ability to pay dividends or make other distributions to Vistra Energy Corp.

No prior public trading market existed for our common stock prior to October 4, 2016, and an active trading market may not develop or be sustained following
the registration of our common stock on the NYSE, which may cause the market price of our common stock to decline significantly and make it difficult for
investors to sell their shares in the future.

There was no public market for our common stock prior to commencing trading on the OTCQX market on October 4, 2016, and we have applied to list our
common stock for trading on the NYSE under the symbol
 

36



Table of Contents

“                      .” However, listing on the NYSE does not ensure that an active trading market for our common shares will develop or be sustained. Accordingly, no
assurance can be given as to:
 

 •  the likelihood that an active trading market for our shares of common stock will develop or be sustained;
 

 •  the liquidity of any such market;
 

 •  the ability of our stockholders to sell their shares of common stock when desired; or
 

 •  the price that our stockholders may obtain for their shares of common stock.

The stock markets, including the NYSE, have from time to time experienced significant price and volume fluctuations. As a result, the market price of
our common stock may be similarly volatile, and investors in shares of our common stock may from time to time experience a decrease in the market price of their
shares, including decreases unrelated to our financial performance or prospects. The market price of shares of our common stock could be subject to wide
fluctuations in response to a number of factors, including those listed in this ‘‘Risk Factors’’ section of this prospectus and others such as:
 

 •  our historical and anticipated operating performance and the performance of other similar companies;
 

 •  actual or anticipated differences in our quarterly or annual operating results than expected;
 

 •  actual or anticipated changes in our, our customers’ or our competitors’ businesses or prospects;
 

 •  changes in our revenues or earnings estimates or recommendations by securities analysts;
 

 •  publication of research reports about us or the power generation or electricity sales industries;
 

 •  the current state of the credit and capital markets, and our ability to obtain financing on favorable terms;
 

 •  increased competition in power generation and electricity sales in our markets;
 

 •  strategic decisions by us or our competitors, such as acquisitions, divestments, spin-offs, joint ventures, strategic investments or changes in business
growth strategy;

 

 •  the passage of legislation or other regulatory developments that adversely affect us or our industry;
 

 •  adverse speculation in the press or investment community;
 

 •  actions by institutional stockholders;
 

 •  adverse market reaction to any indebtedness we may incur or equity or equity-related securities we may issue in the future;
 

 •  additions of departures of key personnel;
 

 •  actual, potential or perceived accounting problems;
 

 •  changes in accounting principles;
 

 •  failure to comply with the rules of the Commission or the NYSE or to maintain the listing of our common stock on the NYSE;
 

 •  terrorist acts, natural or man-made disasters or threatened or actual armed conflicts; and
 

 •  general market and local, regional and national economic conditions, including factors unrelated to our operating performance and prospects.

No assurance can be given that the market price of our common stock will not fluctuate or decline significantly in the future or that holders of shares of our
common stock will be able to sell their shares when desired on favorable terms, or at all. From time to time in the past, securities class action litigation has been
instituted against companies following periods of extreme volatility in their stock price. This type of litigation could result in substantial costs and divert our
management’s attention and resources.
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We may not pay any dividends on our common stock in the future.

Except for the payment of the 2016 Special Dividend, we have no present intention to pay cash dividends on our common stock. Any determination to pay
dividends to holders of our common stock in the future will be at the sole discretion of the Board and will depend upon many factors, including our historical and
anticipated financial condition, cash flows, liquidity and results of operations, capital requirements, market conditions, our growth strategy and the availability of
growth opportunities, contractual prohibitions and other restrictions with respect to the payment of dividends, applicable law and other factors that the Board deems
relevant.

A small number of stockholders could be able to significantly influence our business and affairs.

The three largest groups of stockholders of Vistra Energy Corp., affiliates of Apollo Management Holdings L.P. (collectively, the Apollo Entities), affiliates
of Brookfield Asset Management Private Institutional Capital Adviser (Canada), L.P. (collectively, the Brookfield Entities), and affiliates of Oaktree Capital
Management, L.P. (collectively, the Oaktree Entities, and together with the Apollo Entities and the Brookfield Entities, the Principal Stockholders), all of which
were first lien creditors of our Predecessor prior to Emergence, collectively own approximately 39% of our common stock outstanding. Large holders such as the
Principal Stockholders may be able to affect matters requiring approval by Vistra Energy Corp. stockholders, including the election of directors and the approval of
mergers or other business combination transactions. Furthermore, pursuant to the terms of stockholders’ agreements entered into with each of the Principal
Stockholders (each, a Stockholder’s Agreement), each Principal Stockholder is entitled to designate one director to serve on the Board as a Class III director for so
long as it beneficially owns, in the aggregate, at least 22,500,000 shares of our common stock. See “Certain Relationships and Related Party
Transactions — Stockholder’s Agreements.”

Conflicts of interest may arise because some members of the Board are representatives of the Principal Stockholders.

The Principal Stockholders could invest in entities that directly or indirectly compete with us. As a result of these relationships, when conflicts arise between
the interests of the Principal Stockholders or their affiliates and the interests of other stockholders, members of the Board that are representatives of the Principal
Stockholders may not be disinterested. Neither the Principal Stockholders nor the representatives of the Principal Stockholders on the Board, by the terms of the
Vistra Energy Corp. certificate of incorporation (the Charter), are required to offer us any transaction opportunity of which they become aware and could take any
such opportunity for themselves or offer it their other affiliates, unless such opportunity is expressly offered to them solely in their capacity as members of the
Board.

We are unable to take certain actions because such actions could jeopardize the intended tax treatment of the Spin-Off, and such restrictions could be
significant.

The Tax Matters Agreement prohibits us from taking certain actions that could reasonably be expected to undermine the intended tax treatment the Spin-Off
or to jeopardize the conclusions of the private letter ruling from the IRS we received in connection with the Spin-Off or opinions of counsel received by us or EFH
Corp. In particular, for two years after the Spin-Off, we may not:
 

 •  cease the active conduct of our business;
 

 •  cease to hold certain assets;
 

 •  voluntarily dissolve or liquidate;
 

 •  merge or consolidate with any other person in a transaction that does not qualify as a reorganization under Section 368(a) of the Code;
 

 •  redeem or otherwise repurchase (directly or indirectly) any of our equity interests other than pursuant to an open market stock repurchase program that
satisfies the requirements in the Tax Matters Agreement; or

 

 •  directly or indirectly acquire any of the PrefCo Preferred Stock.
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Nevertheless, we are permitted to take any of the actions described above if (a) we obtain written consent from EFH Corp., (b) such action or transaction is
described in or otherwise consistent with the facts in the private letter ruling we obtained from the IRS in connection with the Spin-Off, (c) we obtain a
supplemental private letter ruling from the IRS or (d) we obtain an unqualified opinion of a nationally recognized law or accounting firm that is reasonably
acceptable to EFH Corp. that the action will not affect the intended tax treatment of the Spin-Off.

The covenants and other limitations with respect to the Tax Matters Agreement may limit our ability to undertake certain transactions that would otherwise
be value-maximizing.

Provisions in the Charter and bylaws and the Tax Receivable Agreement might discourage, delay or prevent a change in control of Vistra Energy Corp. or
changes in our management and therefore depress the market price of our common stock.

The Charter and bylaws of Vistra Energy Corp. (the Bylaws), and the Tax Receivable Agreement contain provisions that could depress the market price of
our common stock by acting to discourage, delay or prevent a change in control of Vistra Energy Corp. or changes in our management that stockholders may deem
advantageous. These provisions in our Charter and Bylaws:
 

 •  authorize the issuance of “blank check” preferred stock that the Board could issue to increase the number of outstanding shares to discourage a
takeover attempt;

 

 •  create a classified board of directors;
 

 •  prohibit stockholder action by written consent, and require that all stockholder actions be taken at a meeting of stockholders;
 

 •  provide that the Board is expressly authorized to make, amend or repeal our Bylaws; and
 

 •  establish advance notice requirements for nominations for elections to the Board or for proposing matters that can be acted upon by stockholders at
stockholder meetings.

In addition, the Tax Receivable Agreement provides that upon certain mergers, asset sales or other forms of business combination or certain other changes of
control, the transfer agent under the Tax Receivable Agreement may treat such event as an early termination of the Tax Receivable Agreement, in which case we
would be required to make a lump-sum payment under the Tax Receivable Agreement, which could be significant. This payment obligation may discourage
potential buyers from acquiring Vistra Energy Corp.
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Special Note Regarding Forward-Looking Statements

This prospectus and other presentations made by us contain “forward-looking statements.” All statements, other than statements of historical facts, that are
included in this prospectus, or made in presentations, in response to questions or otherwise, that address activities, events or developments that may occur in the
future, including such matters as activities related to our financial or operational projections, capital allocation, capital expenditures, liquidity, dividend policy,
business strategy, competitive strengths, goals, future acquisitions or dispositions, development or operation of power generation assets, market and industry
developments and the growth of our businesses and operations (often, but not always, through the use of words or phrases such as “intends,” “plans,” “will likely,”
“unlikely,” “expected,” “anticipated,” “estimated,” “should,” “may,” “projection,” “target,” “goal,” “objective” and “outlook”), are forward-looking statements.
Although we believe that in making any such forward-looking statement our expectations are based on reasonable assumptions, any such forward-looking
statement involves uncertainties and risks and is qualified in its entirety by reference to the discussion of risk factors under “Risk Factors” and the discussion under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this prospectus and the following important factors, among others,
that could cause results to differ materially from those projected in or implied by such forward-looking statements:
 

 •  the actions and decisions of regulatory authorities;
 

 •  prohibitions and other restrictions on our activities due to the terms of our agreements;
 

 
•  prevailing governmental policies and regulatory actions, including those of the Texas Legislature, the Governor of Texas, the United States Congress,

the FERC, the NERC, the TRE, the PUCT, the RCT, the NRC, the EPA, the TCEQ, the United States Mine Safety and Health Administration and the
CFTC, with respect to, among other things:

 

 •  allowed prices;
 

 •  industry, market and rate structure;
 

 •  purchased power and recovery of investments;
 

 •  operations of nuclear generation facilities;
 

 •  operations of fossil fueled generation facilities;
 

 •  operations of mines;
 

 •  acquisition and disposal of assets and facilities;
 

 •  development, construction and operation of facilities;
 

 •  decommissioning costs;
 

 •  present or prospective wholesale and retail competition;
 

 •  changes in tax laws and policies;
 

 •  changes in and compliance with environmental and safety laws and policies, including the CSAPR, MATS, regional haze program
implementation and GHG and other climate change initiatives; and

 

 •  clearing over-the-counter derivatives through exchanges and posting of cash collateral therewith;
 

 •  legal and administrative proceedings and settlements;
 

 •  general industry trends;
 

 •  economic conditions, including the impact of an economic downturn;
 

 •  weather conditions, including drought and limitations on access to water, and other natural phenomena, and acts of sabotage, wars or terrorist or cyber
security threats or activities;

 
40



Table of Contents

 •  our ability to collect trade receivables from our customers;
 

 •  our ability to attract and retain profitable customers;
 

 •  our ability to profitably serve our customers;
 

 •  restrictions on competitive retail pricing;
 

 •  changes in wholesale electricity prices or energy commodity prices, including the price of natural gas;
 

 •  the construction of additional generation facilities in ERCOT that results in an over-supply of electricity in ERCOT causing a reduction in wholesale
power prices;

 

 •  changes in prices of transportation of natural gas, coal, fuel and other refined products;
 

 •  changes in the ability of vendors to provide or deliver commodities as needed;
 

 •  changes in market heat rates in the ERCOT electricity market;
 

 •  our ability to effectively hedge against unfavorable commodity prices, including the price of natural gas, market heat rates and interest rates;
 

 •  population growth or decline, or changes in market supply or demand and demographic patterns, particularly in ERCOT;
 

 •  access to adequate transmission facilities to meet changing demands;
 

 •  changes in interest rates, commodity prices, rates of inflation or foreign exchange rates;
 

 •  changes in operating expenses, liquidity needs and capital expenditures;
 

 •  commercial bank market and capital market conditions and the potential impact of disruptions in United States and international credit markets;
 

 •  access to capital, the attractiveness of the cost and other terms of such capital and the success of financing and refinancing efforts, including
availability of funds in the capital markets;

 

 •  our ability to maintain prudent financial leverage;
 

 •  our ability to generate sufficient cash flow to make principal and interest payments in respect of, or refinance, our debt obligations;
 

 •  competition for new energy development and other business opportunities;
 

 •  the ability of various counterparties to meet their obligations with respect to our financial instruments;
 

 •  changes in technology (including large scale electricity storage) used by and services offered by us;
 

 •  changes in electricity transmission that allow additional power generation to compete with our generation assets;
 

 •  our ability to attract and retain qualified employees;
 

 •  significant changes in our relationship with our employees, including the availability of qualified personnel, and the potential adverse effects if labor
disputes or grievances were to occur;

 

 
•  changes in assumptions used to estimate costs of providing employee benefits, including medical and dental benefits, pension and postretirement

employee benefits other than pensions (OPEB), and future funding requirements related thereto, including joint and several liability exposure under
the Employee Retirement Income Security Act of 1974, as amended (ERISA);

 

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

 •  the impact of our obligations under the Tax Receivable Agreement; and
 

 •  actions by credit rating agencies.
 

41



Table of Contents

Any forward-looking statement speaks only as of the date on which it is made, and except as may be required by applicable law, we undertake no obligation
to update any forward-looking statement to reflect events or circumstances after the date on which it is made or to reflect the occurrence of unanticipated events or
circumstances. New events and conditions emerge from time to time, and it is not possible for us to predict them. In addition, we may be unable to assess the
impact of any such event or condition or the extent to which any such event or condition, or combination of events and conditions, may cause results to differ
materially from those contained in or implied by any forward-looking statement. As such, you should not unduly rely on such forward-looking statements.
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Industry and Market Information

Certain industry and market data and other statistical information used throughout this prospectus are based on, independent industry publications,
government publications, reports by market research firms or other published independent sources, including certain data published by ERCOT, the PUCT and
NYMEX. We did not commission any of these publications, reports or other sources. Some data is also based on good faith estimates, which are derived from our
review of internal surveys, as well as the independent sources listed above. Industry publications, reports and other sources generally state that they have obtained
information from sources believed to be reliable, but do not guarantee the accuracy and completeness of such information. While we believe that each of these
publications, reports and other sources is reliable, we have not independently investigated or verified the information contained or referred to therein and make no
representation as to the accuracy or completeness of such information. Forecasts are particularly likely to be inaccurate, especially over long periods of time, and
we often do not know what assumptions were used in preparing such forecasts. Statements regarding industry and market data and other statistical information used
throughout this prospectus involve risks and uncertainties and are subject to change based on various factors, including those discussed under the headings “Special
Note Regarding—Forward Looking Statements” and “Risk Factors.”
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Use of Proceeds

This prospectus relates to shares of our common stock that may be offered for resale by the selling stockholders. We will not receive any proceeds from any
resale of the shares of our common stock offered by this prospectus. The net proceeds from any resale of such shares will be received by the applicable selling
stockholders.
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Market Prices and Dividend Policy

Our common stock is quoted on the OTCQX U.S. market under the symbol “VSTE” and has been trading since October 4, 2016. No established trading
market existed for our common stock prior to this date. The following table sets forth the per share high and low closing prices for our common stock as reported
on the OTCQX U.S. market for the periods presented.
 

   High    Low  
Fourth Quarter 2016 (beginning October 4, 2016)   $25.24    $13.50  
First Quarter 2017 (through February 10, 2017)   $17.95    $15.15  

On February 10, 2017, the closing price of our common stock as reported on the OTCQX U.S. market was $17.95 per share. As of February 10, 2017, there
were 217 stockholders of record of our common stock, not including beneficial owners of shares registered in nominee or street name.

We have applied to list our common stock for trading on the New York Stock Exchange, which we refer to as the NYSE, under the symbol “          .”

Dividends
and
Dividend
Policy

We have not paid any dividends since our formation in October 2016 other than the 2016 Special Dividend. On December 8, 2016, the Board approved the
payment of the 2016 Special Dividend in the aggregate amount of approximately $1 billion to holders of record of our common stock on December 19,
2016. Proceeds from the $1 billion aggregate principal amount of incremental term loans obtained by Vistra Operations on December 14, 2016 (the 2016
Incremental Term Loans) were used to make the 2016 Special Dividend on December 30, 2016.

We have no present intention to pay cash dividends on our common stock. We are focused, however, on optimal deployment of capital and intend to evaluate
a range of capital deployment strategies, including the return of capital to stockholders in the form of dividends and/or share repurchases.

Any determination to pay dividends to holders of our common stock or to repurchase shares of our common stock in the future will be at the sole discretion
of the Board and will depend upon many factors and then-existing conditions, including our historical and anticipated financial condition, cash flows and results of
operations, capital requirements, contractual prohibitions, our level of indebtedness, restrictions imposed by applicable law, general business conditions and other
factors that the Board deems relevant. There can be no assurance we will pay any dividends to holders of our common stock in the future, or if declared, the amount
of such dividends.
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Capitalization

The following table sets forth our cash and cash equivalents and capitalization as of September 30, 2016 on an as-adjusted basis to give effect to the pro
forma adjustments contained in the pro forma condensed consolidated financial statements and accompanying notes included elsewhere in this prospectus, which
include the transactions that occurred in connection with the Plan and Emergence, the payment of the 2016 Special Dividend and the related incurrence of $1
billion 2016 Incremental Term Loans. You should read the information set forth below together with “Unaudited Pro Forma Condensed Consolidated Financial
Information.”
 

   
As of September 30,

2016  
   Pro Forma  
   (in
millions)  
Cash and Cash Equivalents   $ 769  
Deposit Letter of Credit Collateral Account   $ 650  

Revolving Credit Facility (a)    — 
Term Loan C Facility (a)   $ 650  
Term Loan B Facility (a)   $ 2,850  
2016 Incremental Term Loans   $ 1,000  
Capital Leases or Other (b)   $ 4  

    
 

Total Funded Debt (c)   $ 4,504  
Preferred Equity (d)   $ 70  
Equity   $ 6,702  

    
 

Total Capitalization   $ 11,276  
    

 

 
(a) As defined in “Unaudited Pro Forma Condensed Consolidated Financial Information.”
(b) Excludes a capital lease related to office space ($36 million) as the amounts due under this lease were prepaid into an escrow account.
(c) Amount does not reflect debt issuance costs and debt discounts.
(d) Included in Long-term Debt on our Pro Forma Condensed Consolidated Balance Sheet. See “Unaudited Pro Forma Condensed Consolidated Financial

Information” for further discussion.
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The Reorganization and Emergence

This section provides a description of the bankruptcy filing made by the Debtors (the Bankruptcy Filing), the reorganization of the Debtors pursuant to a
Joint Plan of Reorganization, and Emergence.

Bankruptcy Filing

On April 29, 2014, EFH Corp. and the other Debtors, including our Predecessor, filed the Bankruptcy Filing in the United States Bankruptcy Court for the
District of Delaware (the Bankruptcy Court). While in bankruptcy, the Debtors operated their businesses as “debtors-in-possession” under the jurisdiction of the
Bankruptcy Court and in accordance with the applicable provisions of the Bankruptcy Code.

The Bankruptcy Filing resulted primarily from the Debtors’ (including our Predecessor’s) inability to support the significant interest payments and pending
debt maturities related to the substantial debt EFH Corp. had previously incurred in connection with the leveraged buy-out of EFH Corp. in October 2007 as a result
of, among other things, lower wholesale electricity prices in ERCOT driven by the sustained decline in natural gas prices since mid-2008.

The Plan

On April 14, 2015, the Debtors, including our Predecessor and its subsidiaries, filed a proposed Joint Plan of Reorganization with the Bankruptcy Court. The
Plan was subsequently amended and supplemented multiple times based upon discussions with the Debtors’ creditors and other interested parties and in response to
creditor claims and objections and the requirements of the Bankruptcy Code and the Bankruptcy Court. On August 29, 2016, the Bankruptcy Court entered an order
confirming the Plan solely as it pertains to EFCH, our Predecessor and the subsidiaries of our Predecessor that were Debtors, and certain other subsidiaries of EFH
Corp. identified in the Plan (collectively, the T-Side Debtors). The Plan provided that the confirmation and effective date of the plan of reorganization with respect
to the T-Side Debtors was to occur separate from, and independent of, the confirmation and effective date of the plan of reorganization with respect to EFH Corp.,
EFIH and their subsidiaries that are Debtors, excluding the T-Side Debtors.

On October 3, 2016, which we refer to as the Effective Date, the Plan with respect to the T-Side Debtors became effective and the T-Side Debtors, including
our Predecessor, consummated their reorganization under the Bankruptcy Code and emerged from the Chapter 11 Cases.

Transactions in Connection with Emergence

On the Effective Date and pursuant to the Plan, the T-Side Debtors, including our Predecessor, executed the following transactions as part of a tax-free spin-
off from EFH Corp. (the Spin-Off):
 

 

•  Pursuant to the Plan and the Separation Agreement (the Separation Agreement), (a) our Predecessor contributed all of its interests in its subsidiaries,
(b) each of our Predecessor, EFH Corp. and Energy Future Competitive Holdings LLC contributed certain assets and liabilities related to the
operations of our Predecessor and its subsidiaries and (c) EFH Corp. transferred sponsorship of certain employee benefit plans (including related
assets), programs and policies, to a recently formed limited liability company named TEX Energy LLC, in exchange for which our Predecessor
received 100% of the equity interests in TEX Energy LLC;

 

 

•  A subsidiary of TEX Energy LLC contributed certain of the assets of our Predecessor and its subsidiaries to Vistra Preferred Inc. (PrefCo) in exchange
for all of PrefCo’s authorized (a) preferred stock (the PrefCo Preferred Stock Sale), consisting of 70,000 shares, par value $0.01 per share (the PrefCo
Preferred Stock), and (b) common stock, consisting of 10,000,000 shares, par value $0.01 per share, and immediately thereafter the subsidiary sold all
of the PrefCo Preferred Stock to certain investors in exchange for cash and distributed the cash proceeds from such sale to our Predecessor to fund
recoveries under the Plan;
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 •  TEX Energy LLC converted from a Delaware limited liability company into a Delaware corporation and ultimately changed its name to Vistra Energy
Corp.; and

 

 

•  Our Predecessor (a) distributed (i) (1) 427,500,000 shares of common stock of Vistra Energy Corp. and (2) approximately $370,000,000 of cash to the
former first lien creditors of our Predecessor in exchange for the cancellation of their allowed claims against our Predecessor, and (ii) the right to
receive recoveries under the unsecured claim of our Predecessor against EFH Corp. allowed in the amount of $700 million (the TCEH Settlement
Claim), provided, that from and after the Effective Date, Vistra Energy Corp. nominally holds the right to receive recoveries under the TCEH
Settlement Claim but the former first lien creditors of our Predecessor (and their assigns) hold all legal and equitable entitlement to receive recoveries
under the TCEH Settlement Claim, and (b) deposited the TRA Rights described in more detail under “Certain Relationships and Related Party
Transactions — Tax Receivable Agreement” into an escrow account for subsequent distribution to eligible first lien creditors of our Predecessor.

Also on the Effective Date, the debtor-in-possession credit facilities of our Predecessor converted into the Vistra Operations Credit Facilities and Vistra
Operations assumed all of the rights and obligations of our Predecessor thereunder. For additional information about the Vistra Operations Credit Facilities, see
“Description of Indebtedness.”
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As a result of the Spin-Off, with effect as of Emergence, the competitive businesses previously owned by our Predecessor are no longer indirect wholly
owned subsidiaries of EFH Corp., and while EFH Corp. is the parent holding company of the regulated business of Oncor, it is no longer the parent holding
company of the competitive businesses of TXU Energy and Luminant. Set forth below is a diagram setting forth the structure of Vistra Energy Corp. and certain of
its key subsidiaries following Emergence. Except for the preferred stock of Vistra Preferred Inc., all subsidiaries of Vistra Energy Corp. reflected on this chart are
100% owned, directly or indirectly.
 

As of February 14, 2017
 
* 100% of the common stock (1,000,000 shares) is held by Vistra Asset Company LLC. 100% of the preferred stock (70,000 shares) is held by outside investors.

The holders of the preferred stock have no voting or other
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control rights over PrefCo, except (a) as required by the Delaware General Corporation Law, (b) in the event PrefCo fails to pay dividends payable on the
preferred stock in full for 12 consecutive dividend payment dates, (c) in connection with the authorization, creation or issuance of any securities of PrefCo
senior to the preferred stock or (d) upon any attempt to amend, alter or repeal any provisions of PrefCo’s certificate of incorporation to materially and adversely
affect the voting powers, rights or preferences of such holders.
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Selected Historical Consolidated Financial Information

The following table sets forth our selected historical consolidated financial information as of and for the periods indicated. The selected historical
consolidated financial information as of December 31, 2015 and 2014 and for the years ended December 31, 2015, 2014 and 2013 has been derived from our
Predecessor’s audited historical consolidated financial statements and related notes included elsewhere in this prospectus. The selected historical condensed
consolidated financial information as of September 30, 2016 and for the nine months ended September 30, 2016 and 2015 has been derived from our Predecessor’s
unaudited condensed consolidated financial statements and related notes included elsewhere in this prospectus, which have been prepared on a basis consistent with
our Predecessor’s historical audited consolidated financial statements. The interim results of operations and cash flows are not necessarily indicative of those for
the year ending December 31, 2016. The selected historical consolidated financial information as of December 31, 2013, 2012 and 2011 and for the years ended
December 31, 2012 and 2011 has been derived from our Predecessor’s historical audited consolidated financial statements and related notes that are not included in
this prospectus. The selected historical consolidated financial information should be read in conjunction with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and our audited and unaudited condensed consolidated financial statements, as well as our pro forma condensed consolidated
financial statements, and, in each case, related notes included elsewhere in this prospectus. In addition, as you review the consolidated Predecessor financial
statements set forth herein, you should be aware that such Predecessor financial statements will not be comparable to our future financial statements because such
Predecessor financial statements do not take into account the effects of the Plan and Emergence or any required adjustments for fresh-start reporting, which, in each
case, will be taken into account in our future financial statements.
 

  

Nine Months 
Ended 

September 30,   

Year 
Ended 

December 31,  
  2016   2015   2015   2014   2013   2012   2011  
  (in
millions)  
Operating revenues  $3,973   $ 4,265   $ 5,370   $ 5,978   $ 5,899   $ 5,636   $ 7,040  
Impairment of goodwill  $ —  $(1,400)  $(2,200)  $(1,600)  $(1,000)  $(1,200)  $ — 
Impairment of long-lived assets  $ —  $(1,971)  $(2,541)  $(4,670)  $ (140)  $ —  $ (9) 
Net loss attributable to our Predecessor  $ (656)  $(3,067)  $(4,677)  $(6,229)  $(2,197)  $(2,948)  $(1,740) 
Cash provided by (used in) operating activities  $ (196)  $ 209   $ 237   $ 444   $ (270)  $ (237)  $ 1,240  
 
  

At 
September 30,  

At 
December 31,  

  2016   2015   2014   2013   2012   2011  
  (in
millions)  
Balance Sheet Information:       
Total assets (a)(b)  $ 16,875   $15,658   $21,343   $28,822   $32,969   $37,335  
Property, plant & equipment — net (a)(b)  $ 10,359   $ 9,349   $12,288   $17,649   $18,556   $19,218  
Goodwill and intangible assets  $ 1,300   $ 1,331   $ 3,688   $ 5,669   $ 6,733   $ 7,978  
Borrowings, debt and pre-Petition notes, loans and other debt       

Borrowings under debtor-in-possession credit facilities (c)  $ 3,387   $ 1,425   $ 1,425   $ —  $ —  $ — 
Debt (d)  $ —  $ 3   $ 51   $26,146   $29,795   $29,677  
Pre-Petition notes, loans and other debt reported as liabilities subject to

compromise (e)  $ 31,668   $31,668   $31,856   $ —  $ —  $ — 
Borrowings under credit and other facilities (f)  $ —  $ —  $ —  $ 2,054   $ 2,136   $ 774  
 
(a) As of September 30, 2016, amount includes the Lamar and Forney natural gas generation facilities purchased in April 2016. See Note 3 to the September 30,

2016 Quarterly Financial Statements for further discussion.
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(b) Reflects impact of impairment charges for long-lived assets of $2.541 billion and $4.670 billion in the years ended December 31, 2015 and 2014,
respectively (see Note 8 to the 2015 Annual Financial Statements).

(c) Borrowings under debtor-in-possession credit facilities are classified as noncurrent as of September 30, 2016 and December 31, 2014 and due currently as of
December 31, 2015.

(d) For all periods presented, excludes amounts with contractual maturity dates in the following twelve months.
(e) As of September 30, 2016 and December 31, 2015 and 2014, includes both unsecured and under secured obligations incurred prior to the Petition Date, but

excludes pre-Petition obligations that were fully secured and other obligations that were allowed to be paid as ordered by the Bankruptcy Court. As of
December 31, 2014, also excludes $702 million of deferred debt issuance and extension costs.

(f) Excludes borrowings under debtor-in-possession credit facilities.
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Unaudited Pro Forma Condensed Consolidated Financial Information

We prepared the following unaudited pro forma condensed consolidated financial statements by applying certain pro forma adjustments to the condensed
consolidated financial statements of our Predecessor (also referred to herein as TCEH). The pro forma adjustments give effect to (i) the implementation of all
reorganization transactions contemplated by the Plan, (ii) the application of fresh-start reporting for the emerged entity, Vistra Energy, and (iii) the incurrence of
the $1 billion 2016 Incremental Term Loans and the related 2016 Special Dividend in the approximate amount of $1 billion which was paid on December 30, 2016.

The unaudited pro forma condensed consolidated statements of income (loss) for the year ended December 31, 2015 and nine months ended September 30,
2016 give effect to the pro forma adjustments as if each adjustment had occurred on January 1, 2015, the first day of the last fiscal year presented. The unaudited
pro forma condensed consolidated balance sheet as of September 30, 2016 gives effect to the pro forma adjustments as if each adjustment had occurred on
September 30, 2016, the latest balance sheet date presented.

The pro forma adjustments include the following Plan and Emergence-related adjustments:
 

 •  the conversion of the TCEH DIP Roll Facilities into the Vistra Operations Credit Facilities on the Effective Date, which includes the following:
 

 •  $2.85 billion senior secured term loan (the Initial Term Loan B Facility);
 

 •  $650 million fully-funded senior secured term loan letter of credit facility (the Term Loan C Facility); and
 

 

•  $750 million senior secured revolving credit facility (the Initial Revolving Credit Facility), which remained undrawn as of the date of
Emergence, increased to $860 million (the 2016 Incremental Revolving Credit Commitments, and together with the Initial Revolving Credit
Facility, the Revolving Credit Facility) in connection with the 2016 Incremental Term Loans borrowings in December 2016 described below
and remaining undrawn;

 

 •  the cancelation or repayment of the indebtedness of TCEH and its subsidiaries, including liabilities subject to compromise and the cancelation of the
existing membership equity interest of TCEH;

 

 •  the distribution to the holders of the TCEH first lien debt of substantially all shares of Vistra Energy common stock;
 

 •  the issuance and sale of approximately $70 million of mandatorily redeemable preferred stock of PrefCo as part of the Spin-Off;
 

 •  the distribution to the holders of the TCEH first lien debt of rights under the Tax Receivable Agreement described in “Certain Relationships and
Related Party Transactions” that are reflected as a liability estimated at fair value;

 

 
•  our use of cash on hand and proceeds generated above as described further in “The Reorganization and Emergence,” including to settle our

Predecessor’s liabilities subject to compromise, repay certain other claims, pay fees and expenses under the Plan and provide adequate liquidity to
Vistra Energy subsequent to Emergence; and

 

 •  the contribution of equity interests in an entity that employs personnel who perform corporate service functions and an entity that leases office space,
along with the contribution of liabilities associated with certain employee benefit plans as required by the Plan.

The transactions reflected in the pro forma adjustments pursuant to the Plan and Emergence are described elsewhere in this prospectus under the heading
“The Reorganization and Emergence.”
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The pro forma adjustments also reflect preliminary fair value adjustments arising from the application of fresh-start reporting in accordance with Financial
Accounting Standards Board Accounting Standards Codification (ASC) 852, Reorganizations
(ASC 852) .

A third-party valuation specialist submitted a report to the Bankruptcy Court in July 2016 assuming an Emergence from bankruptcy as of December 31,
2016. This report provided an estimated value range for the total Vistra Energy enterprise. Management used an estimated enterprise value within that range of
$10.5 billion. The enterprise value was based upon:
 

 •  historical financial information of our Predecessor for recent years and interim periods;
 

 •  certain internal financial and operating data of our Predecessor;
 

 •  certain financial, tax and operational forecasts of Vistra Energy;
 

 •  certain publicly available financial data for comparable companies to the operating business of Vistra Energy;
 

 •  the Plan of Reorganization and related documents;
 

 •  certain economic and industry information relevant to the operating business, and
 

 •  other studies, analyses and inquiries.

The valuation analysis for Vistra Energy included (i) a discounted cash flow calculation and (ii) peer group company analysis. Equal weighting was assigned
to the two methodologies, before adding the value of the tax basis step-up resulting from certain transactions pursuant to the Plan, which was valued separately.

Under ASC 852, reorganization value is generally allocated, first, to identifiable tangible assets, identifiable intangible assets and liabilities, then any
remaining excess reorganization value is allocated to goodwill. Vistra Energy estimates its reorganization value of assets at approximately $15.0 billion as of
September 30, 2016, which consists of the following:
 

  (in
millions) 
Business enterprise value  $ 10,500  
Cash excluded from business enterprise value   1,561  
Deferred asset related to prepaid capital lease obligation   39  
Current liabilities excluding short-term portion of debt and capital leases   1,120  
Noncurrent, non-interest bearing liabilities   1,785  

   
 

Vistra Energy (reorganization value)  $ 15,005  
   

 

For purposes of determining pro forma interest expense from our Vistra Operations Credit Facilities (including the 2016 Incremental Term Loans), we have
assumed an interest rate of 5.0% and 4.0%, respectively (each such rate consisting of LIBOR (subject to a floor) plus an applicable margin), per annum on
borrowings thereunder. This assumed rate is based on the terms of our debt and market conditions when the debt was incurred.

Additional Information

We have based the pro forma adjustments upon available information and certain assumptions that we believe are reasonable under the circumstances. We
describe in greater detail the assumptions underlying the pro forma adjustments in the accompanying footnotes, which should be read in conjunction with these
unaudited pro forma condensed consolidated financial statements. In many cases, we based these assumptions on preliminary information and estimates.
Accordingly, the actual adjustments that will appear in our condensed consolidated financial statements will differ from these pro forma adjustments, and those
differences may be material.
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The valuations for assets and liabilities used in this prospectus represent estimates based on available data. However, updates to these preliminary valuations
will be completed in the future as of the Effective Date based on the results of asset and liability valuations, as well as the related calculation of deferred income
taxes and any valuation allowance considerations. Final fair value measurements and allocations will be included in our annual condensed consolidated financial
statements for the period ended December 31, 2016. The differences between the final valuations and the current estimated valuations used in preparing the pro
forma condensed consolidated financial information may be material and will be reflected in our future balance sheets and may affect amounts, including
depreciation and amortization expense, that we will recognize in our statement of operations after Emergence. In addition, we may recognize certain nonrecurring
expenses subsequent to Emergence related to our Chapter 11 reorganization. As a result, the pro forma financial information may not accurately represent our post-
Emergence financial condition or results from operations and any differences may be material.

We provide these preliminary unaudited pro forma condensed consolidated financial statements for informational purposes only. These unaudited pro forma
condensed consolidated financial statements do not purport to represent what our results of operations or financial condition would have been had the assumed
transactions actually occurred on the assumed dates, nor do they purport to project our results of operations or financial condition for any future period or future
date. Our unaudited pro forma condensed consolidated financial statements should be read in conjunction with “Capitalization”, “Selected Historical Consolidated
Financial Information”, “Management’s Discussion and Analysis of Financial Condition and Results of Operations”, and the historical audited and unaudited
financial statements of our Predecessor, including the related notes thereto, appearing elsewhere in this prospectus.
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Unaudited Pro Forma Condensed Consolidated Balance Sheet of Vistra Energy
(In Millions)

 
  September 30, 2016  

  
Our Predecessor
As Reported (a)   

Plan Effects
and Other      

Fresh
—  Start 

Adjustments
(s)      

Vistra 
Energy Pro 

Forma 
As Adjusted 

ASSETS       
Current assets:       

Cash and cash equivalents   1,829    (1,060)   (b)(p)     —     769  
Restricted cash   12    130    (c)     —     142  
Trade accounts receivable-net   750    —     —     750  
Advances to parent and affiliates   78    (78)    —     —  
Inventories   374    —     (86)   (t)     288  
Commodity and other derivative contractual assets   256    —     —     256  
Margin deposits related to commodity contracts   42    —     —     42  
Other current assets   46    18    (p)     —     64  

   
 

   
 

    
 

    
 

Total current assets   3,387    (990)    (86)    2,311  
Restricted cash   650    —     —     650  
Advances to parent and affiliates   17    (17)    —     —  
Investments   1,038    1     13    (u)     1,052  
Property, plant and equipment-net   10,359    67    (p)     (5,794)   (v)     4,632  
Goodwill   152    —     1,642    (cc)    1,794  
Identifiable intangible assets-net   1,148    (10)   (p)     2,263    (w)     3,401  
Commodity and other derivative contractual assets   72    —     —     72  
Accumulated deferred income taxes   —    —     917    (aa)    917  
Other noncurrent assets   52    37    (p)     87    (x)     176  

   
 

   
 

    
 

    
 

Total assets   16,875    (912)    (958)    15,005  
   

 

   

 

    

 

    

 

LIABILITIES AND EQUITY       
Current liabilities:       

Long-term debt due currently   4    5     —     9  
Trade accounts payable   402    141    (d)(e)(p)    —     543  
Trade accounts and other payables to affiliates   152    (152)   (e)(p)     —     —  
Commodity and other derivative contractual liabilities   125    —     —     125  
Margin deposits related to commodity contracts   64    —     —     64  
Accrued income taxes payable   10    6    (p)     —     16  
Accrued taxes other than income   119    3    (p)     —     122  
Accrued interest   110    (109)   (f)     —     1  
Other current liabilities   243    155    (g)(h)     —     398  

   
 

   
 

    
 

    
 

Total current liabilities   1,229    49     —     1,278  
Borrowings under debtor-in-possession credit facilities   3,387    (3,387)   (i)     —     —  
Long-term debt, less amounts due currently   —    4,477    (i)(j)     140    (y)     4,617  
Liabilities subject to compromise   33,749    (33,749)   (k)     —     —  
Commodity and other derivative contractual liabilities   5    —     —     5  
Accumulated deferred income taxes   217    (217)   (l)     —     —  
Tax Receivable Agreement obligation   —    624    (m)     —     624  
Other noncurrent liabilities and deferred credits   1,827    113    (n)(p)     (161)   (z)     1,779  

   
 

   
 

    
 

    
 

Total liabilities   40,414    (32,090)    (21)    8,303  
   

 
   

 
    

 
    

 

Membership interests capital account (Predecessor)   (23,507)   23,507    (o)     —     —  
Common stock (Vistra Energy)   —    4    (q)     —     4  
Additional paid-in capital (Vistra Energy)   —    8,673    (r)     (975)   (bb)    7,698  
Retained deficit (Vistra Energy)   —    (1,000)   (r)     —     (1,000) 
Accumulated other comprehensive (loss) income   (32)   (6)   (p)     38     —  

   
 

   
 

    
 

    
 

Total liabilities and equity   16,875    (912)    (958)    15,005  
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Unaudited Pro Forma Condensed Consolidated Statement of Income (Loss) of Vistra Energy
(In Millions, Except Per Share Amounts)

 
   Nine Months Ended September 30, 2016  

   

Our 
Predecessor As
Reported (dd)   

Pro Forma 
Adjustments (ee)     

Vistra Energy 
Pro Forma As 

Adjusted  
Operating revenues    3,973    (32)  (ff)    3,941  
Fuel, purchased power costs and delivery fees    (2,082)   2   (gg)    (2,080) 
Net gain from commodity hedging and trading activities    282    —      282  
Operating costs    (664)   —      (664) 
Depreciation and amortization    (459)   103   (hh)    (356) 
Selling, general and administrative expenses    (482)   13      (469) 
Other income    16    11      27  
Other deductions    (75)   (6)     (81) 
Interest income    3    —      3  
Interest expense and related charges    (1,049)   891   (jj)    (158) 
Tax Receivable Agreement obligation    —    (81)  (kk)    (81) 
Reorganization items    (116)   116   (ll)    —  

    
 

   
 

     
 

Income (loss) before income taxes    (653)   1,017      364  
Income tax benefit (expense)    (3)   (155)  (mm)   (158) 

    
 

   
 

     
 

Net income (loss)    (656)   862      206  
    

 

   

 

     

 

Basic income per share available to common stockholders   $ —     $ 0.48  
Basic and diluted shares outstanding    —      427,580,232  

Unaudited Pro Forma Condensed Consolidated Statement of Income (Loss) of Vistra Energy
(In Millions, Except Per Share Amounts)

 
   Year Ended December 31, 2015  

   

Our 
Predecessor As
Reported (dd)   

Pro Forma 
Adjustments (ee)     

Vistra Energy 
Pro Forma As 

Adjusted  
Operating revenues    5,370    (44)  (ff)    5,326  
Fuel, purchased power costs and delivery fees    (2,692)   14   (gg)    (2,678) 
Net gain from commodity hedging and trading activities    334    —      334  
Operating costs    (834)   —      (834) 
Depreciation and amortization    (852)   283   (hh)    (569) 
Selling, general and administrative expenses    (676)   (3)     (679) 
Impairment of goodwill    (2,200)   2,200   (ii)    —  
Impairment of long-lived assets    (2,541)   2,541   (ii)    —  
Other income    17    17      34  
Other deductions    (93)   —      (93) 
Interest income    1    —      1  
Interest expense and related charges    (1,289)   1,074   (jj)    (215) 
Tax Receivable Agreement obligation    —    (94)  (kk)    (94) 
Reorganization items    (101)   101   (ll)    —  

    
 

   
 

     
 

Income (loss) before income taxes    (5,556)   6,089      533  
Income tax benefit (expense)    879    (1,096)  (mm)   (217) 

    
 

   
 

     
 

Net income (loss)    (4,677)   4,993      316  
    

 

   

 

     

 

Basic income per share available to common stockholders   $ —     $ 0.74  
Basic and diluted shares outstanding    —      427,580,232  
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Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements of Vistra Energy

Our Predecessor As Reported
 

(a) The Unaudited Pro Forma Condensed Consolidated Balance Sheet is derived from the unaudited historical condensed consolidated balance sheet of our
Predecessor, as of September 30, 2016.

Plan Effects and Other (Unaudited Pro Forma Condensed Consolidated Balance Sheet)
 

(b) Pro forma adjustments include the adjustments to cash and cash equivalents detailed below, primarily resulting from distributions made under the Plan.
 

   (in
millions) 
Payment to TCEH first lien creditors   $ (370) 
Payment to TCEH unsecured creditors    (501) 
Payment of adequate protection and interest to TCEH first lien creditors    (116) 
Payment of administrative claims to TCEH creditors    (53) 
Payment of reorganized professional fees    (63) 
Payment of fees in conjunction with Vistra Operations Credit Facilities    (8) 
Settlements with former affiliate    (7) 
Payment of other benefit obligations    (22) 
Addition of cash balances from contributed entities    22  
Net proceeds from preferred stock sale    69  
Net proceeds from borrowings subsequent to Emergence    989  
Payment of 2016 Special Dividend subsequent to Emergence    (1,000) 

    
 

Net adjustments to cash   $ (1,060) 
    

 

 

(c) Increase in restricted cash primarily reflects amounts placed in escrow to satisfy certain secured claims, unsecured claims, and professional fee obligations
associated with the bankruptcy.

 

(d) Reflects removal of $16 million related to accrued professional fees and unsecured claimant obligations incurred in conjunction with bankruptcy. Balances
were either paid at the Effective Date or reclassified to the other current liabilities balance for future payment.

 

(e) Primarily reflects the reclassification of $148 million of transmission and distribution service payables to Oncor from payables with affiliates to trade
payables with third parties pursuant to the separation of Vistra Energy from EFH Corp. and Oncor.

 

(f) Primarily reflects the payment of accrued interest and adequate protection to the TCEH first lien creditors on the Effective Date.
 

(g) Reflects $149 million accrual of claims and other bankruptcy-related costs to be paid subsequent to Emergence. Accrual includes secured claims, unsecured
claims and professional fee obligations for which restricted cash is currently held in escrow.

 

(h) Reflects the following:
 

 
•  Addition of accruals for $21 million of change-in-control obligations triggered by provisions of the Plan at Emergence, $13 million portion of EFH

Corp. federal alternative minimum tax obligation triggered by separation, and $30 million of accrued liabilities from entities contributed as part of the
Plan.

 

 •  Removal of $36 million related to reorganization and professional fee accruals.
 

 •  Payment of $22 million related to change-in-control obligations related to provisions of the Plan at Emergence.
 

58



Table of Contents

(i) Reflects the conversion of the TCEH DIP Roll Facilities to the Vistra Operations Credit Facilities at Emergence.
 

(j) Reflects the following:
 

 •  Issuance and sale of $70 million of mandatorily redeemable Preferred Stock shares of PrefCo, as part of the Spin-Off, to be treated as long-term debt.
 

 •  Borrowing of $1 billion of Incremental Term Loan B Facility subsequent to Emergence related to the 2016 Special Dividend, net of $11 million of
original discount based on current market conditions and issuance costs.

 

 •  Addition of $31 million obligation related to a corporate office space lease contributed to Vistra Energy pursuant to the Plan.
 

(k) Reflects the elimination of our Predecessor’s liabilities subject to compromise pursuant to the Plan, as detailed below:
 

   (in
millions) 
Notes, loans and other debt   $ 31,668  
Accrued interest on notes, loans and other debt    646  
Net liability under terminated TCEH interest rate swap and natural gas hedging agreements    1,243  
Trade accounts payable and other estimated allowed claims    191  
Other    1  

    
 

Total liabilities subject to compromise   $ 33,749  
    

 

 

(l) Reflects the deferred income tax impact of the Plan implementation, including cancellation of debts and adjustment of tax-basis for certain assets of PrefCo
issuing mandatory redeemable preferred stock as part of the Spin-Off.

 

(m) Reflects the estimated value of the Tax Receivable Agreement obligation, representing 85% of the estimated net cash savings, if any, in United States
federal, state and local income tax or franchise tax that Vistra Energy is expected to realize (or is deemed to realize in certain circumstances) in periods after
Emergence as a result of (i) any tax basis increases resulting from the PrefCo Preferred Stock Sale, (ii) the tax basis of all assets acquired in connection with
the Lamar and Forney Acquisition in April 2016 and (iii) imputed interest deemed to be paid by Vistra Energy as a result of any payments Vistra Energy
makes under the Tax Receivable Agreement.

 

  The estimate of fair value is the discounted amount of projected payments under the Tax Receivable Agreement, based on certain assumptions which are
subject to significant uncertainty and are not yet final and subject to change, including but not limited to:

 

 •  the amount of tax basis step-up resulting from the PrefCo Preferred Stock Sale (which for purposes of this registration statement is assumed to be
approximately $5.4 billion) and the allocation of such tax basis step-up among the assets subject thereto;

 

 •  the depreciable lives of the assets subject to such tax basis step-up, which generally is expected to be 15 years for most of such assets;
 

 •  a federal corporate income tax rate of 35%;
 

 

•  the Company will generally generate sufficient income so as to be able to utilize the deductions arising out of (i) the tax basis step up attributable to
the PrefCo Preferred Stock Sale, (ii) the entire tax basis of the assets acquired as a result of the Lamar and Forney Acquisition (as defined herein), and
(iii) tax benefits related to imputed interest deemed to be paid by us as a result of payments under the Tax Receivable Agreement in the tax year in
which such deductions arise; and
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 •  a discount rate of 15%, which represents our view of the rate that a market participant would use based on the risk associated with the uncertainty in
the amount and timing of the cash flows.

The aggregate amount of undiscounted payments under the Tax Receivable Agreement is estimated to be approximately $2.2 billion, with more than 85% of
such amount expected to be attributable to the first 15 tax years following Emergence, and the final payment expected to be made approximately 40 years
following Emergence (assuming that the Tax Receivable Agreement is not terminated earlier pursuant to its terms). See “Certain Relationships and Related
Party Transactions” for further discussion of the Tax Receivable Agreement.

 

(n) Reflects the following:
 

 •  Addition of $120 million in liabilities primarily related to benefit plan obligations associated with a pension plan and a health and welfare plan
assumed by Vistra Energy pursuant to the Plan.

 

 •  Payment of $7 million in settlements related to split life insurance costs with a prior affiliate entity.
 

(o) Reflects the extinguishment of Predecessor membership equity interest per the Plan.
 

(p) Pro forma adjustments also include the addition of certain assets and obligations associated with the contribution of equity interests in an entity that employs
personnel who perform corporate service functions, an entity that leases office space, along with the contribution of liabilities associated with certain
employee benefit plans, contributed to Vistra Energy by EFH Corp. pursuant to the Plan.

 

(q) Reflects the issuance of 427,500,000 shares of Vistra Energy common stock, par value of $.01 per share, to the TCEH first lien creditors.
 

(r) Equity impact of Plan and other adjustments are shown below:
 

   (in
millions) 
Elimination of TCEH debt, including related accrued interest and deferred financing costs   $ 32,314  
Elimination of obligations related to TCEH interest rate swaps    1,243  
Elimination of other TCEH liabilities subject to compromise    192  
Deferred tax impact of reorganization per the Plan    217  
Elimination of other intercompany balances with debtor entities    (91) 
Extinguishment of TCEH membership equity interest    (23,507) 
Issuance of common stock par value    (4) 
Recognition of tax receivable agreement obligation    (624) 
Disbursement of cash to satisfy TCEH impaired claims    (881) 
Disbursement of cash to satisfy TCEH administrative claims    (61) 
Addition of contributed entities, assets and obligations per the Plan    (59) 
Payment of additional reorganization professional fees    (16) 
Payment of Vistra Operations Credit Facilities transaction costs incurred at Emergence    (8) 
Payment of additional adequate protection    (7) 
Accrual of change-in-control obligations    (21) 
Accrual of obligations with EFH Corp. due to separation    (13) 
Other adjustments    (1) 

    
 

Total impact to additional paid-in capital   $ 8,673  
Impact of contributed entities to accumulated other comprehensive loss    (6) 
Impact of 2016 Special Dividend subsequent to Emergence to retained deficit    (1,000) 

    
 

Total equity impact effects of the Plan and other adjustments   $ 7,667  
    

 

Fresh-Start Adjustments (Unaudited Pro Forma Condensed Consolidated Balance Sheet)
 

(s) Vistra Energy is currently in the process of developing and finalizing the fresh-start valuations, utilizing a fresh-start reporting date of October 3, 2016. As
such, current draft valuations for assets and liabilities could
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 be significantly different from the final valuations. These differences will materially impact the presentation of the unaudited pro forma condensed
consolidated balance sheet.

 

(t) Reflects the reduction to fair value of inventory, including adjusting the fair value of fuel inventory to current market prices. Also included is an adjustment
to the fair value of materials and supplies inventory primarily used in our lignite/coal fueled generation assets and related mining operations.

 

(u) Reflects the change in the fair value of certain real property assets.
 

(v) Reflects the change in fair value of property, plant and equipment, as detailed below.
 

   
Valuation 

Adjustment   
Fair 
Value  

   (in
millions)  
Property, Plant, and Equipment   
Generation plants and mining assets   $ (5,824)   $3,929  
Land    54     404  
Nuclear fuel    (27)    153  
Other equipment and corporate assets    3     146  

    
 

    
 

Net adjustments to property, plant and equipment   $ (5,794)   $4,632  
    

 

    

 

 

(w) Reflects the adjustments in fair value of identifiable intangibles, as detailed below.
 

   
Valuation 

Adjustment   
Fair 
Value  

   (in
millions)  
Identifiable intangible assets:   
Retail customer relationship   $ 1,635    $1,647  
Retail trade name    265     1,220  
Retail contracts    134     134  
Wholesale contracts (1)    4     4  
Electricity supply contract (2)    225     225  
Transportation contract    10     10  
Mineral interests    —     5  
Computer software    (7)    127  
Mining development costs and other    (14)    10  
Lease arrangements    15     15  
Other    (4)    4  

    
 

    
 

Net adjustments to identifiable intangible assets   $ 2,263    $3,401  
    

 

    

 

Identifiable intangible liabilities:     
Wholesale contracts (1)   $ 43    $ 43  
Electricity supply contract (2)    (525)    —  

    
 

    
 

Net adjustments to identifiable intangible liabilities   $ (482)   $ 43  
    

 

    

 

 

 (1) Balances contain wholesale contracts pertaining to wind generation and other types of agreements. Balances have been separated by
type and presented as assets or liabilities depending on the favorability of the arrangement.

 (2) Intangible balance attributable to an electricity supply contract deemed to be favorable. As such, the historical unfavorable liability was
adjusted to zero, and a favorable asset of $225 million was recorded.

 

(x) Primarily reflects the following:
 

 a. Adjustment to remove $25 million of unamortized debt issuance costs to reflect the Vistra Operations Credit Facilities at fair market value.
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b. Addition of $116 million regulatory asset related to the deficiency of the nuclear decommissioning trust investment as compared to the nuclear

generation plant retirement obligation. Pursuant to Texas regulatory provisions, the trust fund for decommissioning our nuclear generation facility is
funded by a fee surcharge billed to REPS by Oncor, as a collection agent, and remitted monthly to Vistra Energy.

 

(y) Reflects the increase in fair value of the Vistra Operations Credit Facilities in the amount of $140 million based on the quoted market prices of the facilities.
 

(z) Reflects the following:
 

 •  Reduction in fair value of intangibles related to wholesale contracts and a portion of an electricity supply contract in the amount of $482 million. See
footnote (w) above for further detail.

 

 •  Removal of $6 million real property operating lease deferral historically recorded as a result of recognizing rental expense on a straight-line basis.
 

 •  Increase in fair value of asset retirement obligations in the amount of $294 million related to plant retirement, mining and reclamation retirement and
asbestos.

 

 •  Increase in fair value of the obligation related to a corporate office space lease contributed to Vistra Energy pursuant to the Plan in the amount of
$33 million.

 

(aa) Reflects the deferred income tax impact of the fresh-start adjustments related to fair value adjustments to property, plant, and equipment, inventory,
intangibles and debt issuance costs.

 

(bb) Reflects adjustments to reset equity, including accumulated other comprehensive income, to zero and present Vistra Energy common stock at approximately
$7.7 billion based on a reconciliation from the $10.5 billion enterprise value as depicted below:

 
   (in
millions) 
Enterprise value   $ 10,500  
Initial Term Loan B Facility    (2,871) 
Term Loan C Facility    (655) 
Accrual for post-Emergence claims satisfaction    (149) 
Tax receivable agreement obligation    (624) 
Preferred stock of PrefCo    (70) 
Cash and cash equivalents (prior to additional borrowings)    779  
Restricted cash    792  

    
 

Equity value at Emergence   $ 7,702  
    

 

Common stock at par value   $ 4  
Additional paid-in capital    7,698  
Retained deficit impact from 2016 Special Dividend    (1,000) 

    
 

Equity value   $ 6,702  
    

 

 

(cc) Reflects increase in goodwill balance to present final goodwill as the reorganization value in excess of the identifiable tangible assets, intangible assets and
liabilities at Emergence.

 
   (in
millions) 
Business enterprise value   $ 10,500  
Add: Fair value of liabilities excluded from enterprise value    2,943  
Less: Fair value of tangible assets    (8,248) 
Less: Fair value of identified intangible assets    (3,401) 

    
 

Vistra Energy goodwill   $ 1,794  
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Notes to Unaudited Pro Forma Condensed Consolidated Statement of Income (Loss) of Vistra Energy

Our Predecessor As Reported
 

(dd) The Unaudited Pro Forma Condensed Consolidated Statements of Income (Loss) are derived from the unaudited condensed consolidated statements of
income (loss) of our Predecessor, for the nine months ended September 30, 2016 and the year ended December 31, 2015, respectively.

Plan Effects and Fresh Start Adjustments
 

(ee) Vistra Energy is currently in the process of developing and finalizing the fresh-start valuation adjustments, utilizing a fresh-start reporting date of October 3,
2016. As such, current draft valuations for assets and liabilities could be significantly different from the final valuations. These differences may materially
impact the presentation of the unaudited pro forma condensed consolidated statement of income including estimated depreciation and amortization
adjustments of certain assets and liabilities.

 

(ff) Reflects the decrease in operating revenues as a result of amortization expense related to the fair value adjustment to intangible assets and liabilities related
to electric supply agreements and retail contracts.

 

(gg) Reflects the following:
 

 •  $6 million and $15 million decrease in amortization expense as a result of the fair value adjustment to property, plant, and equipment related to nuclear
fuel for the nine months ended September 30, 2016 and the year ended December 31, 2015 respectively.

 

 
•  $2 million increase and $5 million decrease in fuel expense amortization as a result of the fair value adjustment to intangible assets related to

emissions credits, wholesale power purchase agreements and transportation contracts for the nine months ended September 30, 2016 and the year
ended December 31, 2015 respectively.

 

 •  $2 million and $6 million increase in accretion expense as a result of the fair value adjustment to lignite mine asset retirement obligations for the nine
months ended September 30, 2016 and the year ended December 31, 2015 respectively.

(hh) Reflects the following:
 

 •  $307 million and $679 million decrease in depreciation expense as a result of the fair value adjustment to property, plant, and equipment for the nine
months ended September 30, 2016 and the year ended December 31, 2015, respectively.

 

 •  $192 million and $380 million increase in amortization expense as a result of the fair value adjustment to intangible assets related to retail customer
relationships for the nine months ended September 30, 2016 and the year ended December 31, 2015, respectively.

 

 •  $12 million and $16 million increase in depreciation expense related to capital lease asset transferred from contributed entities as part of the Plan for
the nine months ended September 30, 2016 and the year ended December 31, 2015, respectively.

 

(ii) Reflects the removal of impairment charges incurred in the year ended December 31, 2015 due to the remeasurement of long-lived assets and intangible
assets at fair value and the new goodwill measurement.

 

(jj) Reflects the following:
 

 •  Elimination of $1.064 billion and $1.302 billion of interest expense related to interest expense and adequate protection expense on Predecessor debt
with third-parties and notes with affiliates for the nine months ended September 30, 2016 and the year ended December 31, 2015, respectively.

 

 •  Addition of $161 million and $212 million of interest expense related to our Vistra Operations Credit Facilities for the nine months ended September
30, 2016 and the year ended December 31, 2015, respectively.
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For purposes of estimating the pro forma interest expense, we used an interest rate of 5.0% per annum for our variable interest rate, Vistra Operations
Credit Facilities, which is based on the following information when the debt was incurred: (1) LIBOR (subject to a floor of 1.0%) plus a 400 basis
point fixed margin; and (2) a 5.00% rate for our variable interest rate senior secured debt facilities, which is based on the following estimated terms:
(a) an annualized floating interest rate of LIBOR plus a 400 basis point fixed margin, and (b) a minimum LIBOR rate floor of 1.00%. We used an
annualized interest rate of 4.00% for our additional borrowing subsequent to Emergence, which is based on the available information when the debt
was incurred: (a) an annualized floating interest rate of LIBOR plus a 325 basis point fixed margin, and (b) a minimum LIBOR rate floor of 0.75%.

 

 •  Addition of $7 million and $9 million of interest expense related to debt balances transferred from contributed entities as part of the Plan for the nine
months ended September 30, 2016 and the year ended December 31, 2015, respectively.

 

 •  Addition of $5 million and $7 million of interest expense related to the $70 million of mandatorily redeemable preferred stock of PrefCo, recorded as a
debt instrument with a fixed 10% coupon rate, for the nine months ended September 30, 2016 and the year ended December 31, 2015, respectively.

 

(kk) Reflects the accretion expense related to the discounted tax receivable agreement obligation. The obligation was valued using a present value utilizing a risk-
adjusted discount rate which yields the estimated accretion of the obligation.

 

(ll) Reflects the elimination of bankruptcy-related reorganization expenses that will not be incurred after Emergence.
 

(mm) Reflects the tax impact of the Plan effects and fresh-start adjustments. Pro forma adjustments to tax expense result in an effective tax rate that is lower than
the U.S. federal statutory tax rate of 35% due to tax benefits resulting from the reversal of TCEH’s valuation allowance and the elimination of nondeductible
interest expense, bankruptcy-related reorganization expense, and goodwill impairment from which no tax benefit was derived, offset by tax expense
associated with nondeductible Tax Receivable Agreement accretion. Adjustments to the income tax benefit (expense) amount result in pro forma tax rates of
43% and 41% for the nine months ended September 30, 2016 and the year ended December 31, 2015, respectively.
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Management’s Discussion and Analysis of
Financial Condition and Results of Operations

This
section
provides
a
discussion
of
our
historical
financial
condition,
cash
flows
and
results
of
operations
for
the
periods
indicated
as
required
by
the
registration
statement
of
which
this
prospectus
is
a
part.
Except
as
otherwise
indicated
herein,
or
as
the
context
may
otherwise
require,
all
references
to
“Vistra
Energy,”
“the
Company,”
“we,”
“us”
and
“our”
refer
to
(i)
Vistra
Energy
Corp.
and,
unless
the
context
otherwise
requires,
its
direct
and
indirect
subsidiaries
and
(ii)
prior
to
its
emergence
from
bankruptcy
(Emergence)
on
October
3,
2016
(the
Effective
Date),
Texas
Competitive
Electric
Holdings
Company
LLC,
a
Delaware
limited
liability
company,
and,
unless
the
context
otherwise
requires,
its
direct
and
indirect
subsidiaries
(TCEH
or
our
Predecessor).
Except
where
otherwise
noted,
the
discussion
in
this
section
does
not
reflect,
among
other
things,
any
effects
of
the
transactions
described
in
“The
Reorganization
and
Emergence,”
including
entry
into
the
Tax
Receivable
Agreement
described
in
more
detail
in
“Certain
Relationships
and
Related
Party
Transactions
—
Tax
Receivable
Agreement,”
or
any
fresh-start
reporting,
and
may
not
be
representative
of
Vistra
Energy’s
financial
condition,
cash
flows
or
results
of
operations
subsequent
to
the
Effective
Date.
In
addition,
comparisons
of
year-over-year
results
are
impacted
by
the
effects
of
the
Bankruptcy
Filing
(defined
under
“—
Significant
Activities
and
Events
and
Items
Influencing
Future
Performance”
below)
and
the
application
of
Financial
Accounting
Standards
Board
Accounting
Standards
Codification
(ASC)
852,
Reorganizations.
The
following
discussion
and
analysis
of
our
financial
condition,
cash
flows
and
results
of
operations
should
be
read
in
conjunction
with
“Selected
Historical
Consolidated
Financial
Information”
and
our
audited
and
unaudited
condensed
consolidated
financial
statements
and
our
pro
forma
condensed
consolidated
financial
statements,
included
herein,
and,
in
each
case,
the
notes
to
those
statements
included
elsewhere
in
this
prospectus,
as
well
as
the
discussion
in
the
section
of
this
prospectus
entitled
“Business.”
This
discussion
contains
forward-looking
statements
that
involve
numerous
risks
and
uncertainties.
The
forward-looking
statements
are
subject
to
a
number
of
important
factors,
including
those
factors
discussed
under
“Risk
Factors”
and
“Special
Note
Regarding
Forward-Looking
Statements,”
that
could
cause
actual
results
to
differ
materially
from
the
results
described
or
implied
by
such
forward-looking
statements.
All
dollar
amounts
in
the
tables
in
the
following
discussion
and
analysis
are
stated
in
millions
of
United
States
dollars
unless
otherwise
indicated.

Basis of Presentation and Fresh-Start Reporting

The consolidated financial statements contained herein are those of our Predecessor. These consolidated financial statements have been prepared in
accordance with generally accepted accounting principles in the United States from time to time (U.S. GAAP). The consolidated financial statements have been
prepared as if our Predecessor was a going concern and contemplated the realization of assets and liabilities in the normal course of business. The consolidated
financial statements reflect the application of Financial Accounting Standards Board Accounting Standards Codification 852, Reorganizations
(ASC 852), which
applies to entities that have filed a petition for bankruptcy under Chapter 11 of the United States Bankruptcy Code (Bankruptcy Code) .


During the bankruptcy
proceedings, our Predecessor and its subsidiaries operated their businesses as debtors-in-possession under the jurisdiction of the Bankruptcy Court and in
accordance with the applicable provisions of the Bankruptcy Code. ASC 852 requires that transactions and events directly associated with the reorganization be
distinguished from the ongoing operations of the business. In addition, ASC 852 provides for changes in the accounting and presentation of liabilities. See
“— Application of Critical Accounting Policies” for a detailed discussion of these accounting and reporting changes. Since the Effective Date occurred after the
end of the fiscal quarter ended September 30, 2016, ASC 852 continued to apply to our Predecessor at and for the nine months ended September 30, 2016.

As of the Effective Date and in connection with Emergence, Vistra Energy will adopt the fresh-start reporting provisions under the applicable provisions of
ASC 852. Fresh-start reporting includes (1) distinguishing the consolidated financial statements of the entity that was previously in restructuring from the
consolidated financial statements of the entity that emerges from restructuring, (2) assigning the reorganized value of the successor entity by measuring all assets
and liabilities of the successor entity at fair value, and (3) selecting accounting policies for the successor entity. As you review the consolidated Predecessor
financial statements set forth in this prospectus you should be aware that such Predecessor financial statements will not be comparable to
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our future financial statements because such Predecessor financial statements do not take into account the effects of the Plan and Emergence or any required
adjustments for fresh-start reporting, which, in each case, will be taken into account in our future financial statements.

Items Affecting Comparability

Our Predecessor’s historical results of operations, including the impacts of long-lived asset impairment charges, goodwill impairment charges and
bankruptcy and restructuring activities, are provided in detail below. These items are related primarily to the bankruptcy process and activities necessitated by the
Plan and our Emergence and are not the result of our current operations. Management does not believe these items are applicable subsequent to the Effective Date.

Some of the significant items impacting the historical comparability of reported income from operations are noted in the table below:
 
   

Nine Months Ended 
September 30,    

Year Ended 
December 31,  

       2016           2015       2015    2014    2013  
   (in
millions)  
Bankruptcy-related reorganization items   $ 116    $ 152    $ 101    $ 520    $ — 
Impairment of goodwill   $ —   $ 1,400    $2,200    $1,600    $1,000  
Impairment of long-lived assets   $ —   $ 1,971    $2,541    $4,670    $ 140  

Significant Activities and Events and Items Influencing Future Performance

Chapter
11
Cases
and
Emergence


— As more fully described in the section entitled “The Reorganization and Emergence,” on April 29, 2014 (the Petition
Date), Energy Future Holdings Corp. (EFH Corp.) and the substantial majority of its direct and indirect subsidiaries (collectively, the Debtors), including Energy
Future Intermediate Holding Company LLC (EFIH), Energy Future Competitive Holdings Company LLC (EFCH) and our Predecessor, but excluding Oncor
Electric Delivery Holdings Company LLC and its direct and indirect subsidiaries (collectively, Oncor) filed voluntary petitions for relief (the Bankruptcy Filing)
under Chapter 11 of the United States Bankruptcy Code (the Bankruptcy Code) in the United States Bankruptcy Court for the District of Delaware (the Bankruptcy
Court). The cases in the Bankruptcy Court concerning the Bankruptcy Filing are collectively referred to herein as the Chapter 11 Cases.

On August 29, 2016, the Bankruptcy Court entered an order confirming the Third Amended Joint Plan of Reorganization of the Debtors, including TCEH
and its subsidiaries (the Plan), solely as it pertains to EFCH, TCEH and the subsidiaries of TCEH that were Debtors (the TCEH Debtors) and the EFH Shared
Services Debtors (as defined in the Plan and, together with the TCEH Debtors, the T-Side Debtors). The Plan allowed the confirmation and effective date of the
plan of reorganization with respect to the T-Side Debtors to occur separate from, and independent of, the confirmation and effective date of the plan of
reorganization with respect to EFH Corp., EFIH and their subsidiaries that are Debtors, excluding the T-Side Debtors (the EFH Debtors). On the Effective Date of
October 3, 2016, the Plan with respect to the T-Side Debtors became effective and the T-Side Debtors completed their reorganization under the Bankruptcy Code
and emerged from the Chapter 11 Cases. Pursuant to the Plan and the transactions contemplated therein, in accordance with Emergence, among other actions,
Vistra Energy was formed and became the ultimate parent holding company for the subsidiaries of our Predecessor, and first lien creditors of our Predecessor
received, among other things, Vistra Energy common stock in exchange for the cancellation of their allowed claims against our Predecessor.

For more detail, see “The Reorganization and Emergence” above.

Workforce
Reduction


— In October 2016, we reduced our workforce by approximately 500 people in order to better align our cost structure to current
market conditions, particularly as it relates to support functions within
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the business. These market conditions include persistently low wholesale electricity prices, environmental regulatory pressure and a highly competitive retail
market. As part of these reductions, we expect to incur severance costs of approximately $60 million.

Lamar
and
Forney
Acquisition


— In April 2016, our subsidiaries that engaged in competitive market activities consisting of power generation and
wholesale electricity sales and purchases as well as commodity risk management (collectively, Luminant) purchased all of the membership equity interests in La
Frontera Holdings, LLC, the indirect owner of two natural gas-fueled generation facilities representing nearly 3,000 megawatts (MW) of capacity located in
ERCOT, from La Frontera Ventures, LLC, a subsidiary of NextEra Energy, Inc. (the Lamar and Forney Acquisition). The facility in Forney, Texas has a capacity
of 1,912 MW and the facility in Paris, Texas has a capacity of 1,076 MW. The aggregate purchase price was approximately $1.313 billion, which included the
repayment of approximately $950 million of existing project financing indebtedness, plus approximately $236 million for cash and net working capital subject to
final settlement. The purchase price was funded by cash-on-hand and additional borrowings under our Predecessor’s $3.375 billion debtor-in-possession financing
facility at the time (the TCEH DIP Facility), totaling $1.1 billion. See Note 3 to the September 30, 2016 Quarterly Financial Statements for further discussion of the
acquisition.

Conversion
of
TCEH
DIP
Roll
Facilities
to
Vistra
Operations
Credit
Facilities


—   In August 2016, our Predecessor entered into certain $4.250 billion
debtor-in-possession and exit financing facilities (the TCEH DIP Roll Facilities). Prior to the Effective Date, the TCEH DIP Roll Facilities provided for up to
$4.250 billion in senior secured, super-priority financing consisting of a revolving credit facility of up to $750 million (the TCEH DIP Roll Revolving Credit
Facility), a term loan letter of credit facility of up to $650 million (the TCEH DIP Roll Term Loan Letter of Credit Facility) and a term loan facility of up to $2.850
billion (the TCEH DIP Roll Term Loan Facility). As of September 30, 2016, approximately $3.5 billion was outstanding under the TCEH DIP Roll Facilities,
approximately $2.65 billion of which was used to repay all amounts outstanding under the TCEH DIP Facility, and the balance of which was used for general
business purposes. Upon the Effective Date, the TCEH DIP Roll Facilities were converted into senior secured exit facilities (the Vistra Operations Credit Facilities)
of Vistra Operations Company LLC (Vistra Operations) with maturity dates of August 2021 for the revolving credit facility and August 2023 for the term loan
facilities. See “Description of Indebtedness.” As of November 30, 2016, approximately $3.5 billion, consisting of a $2.85 billion term loan under the senior secured
term loan (the Initial Term Loan B Facility) and a $650 million term loan under the fully-funded senior secured term loan letter of credit facility (the Term Loan C
Facility), was outstanding under the Vistra Operations Credit Facilities. In addition, we incurred the 2016 Incremental Term Loans, with a maturity in December
2023 and a variable annual interest rate of LIBOR plus 325 basis points subject to a 75 basis point floor, in the amount of $1.0 billion in December 2016.
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Natural
Gas
Price
and
Market
Heat
Rate
Exposure


—   The price of power in the ERCOT market is typically set by natural gas-fueled generation facilities,
with wholesale electricity prices generally tracking increases or decreases in the price of natural gas. In recent years, natural gas supply has outpaced demand
primarily as a result of development and expansion of hydraulic fracturing in natural gas extraction; the supply/demand imbalance has resulted in historically low
natural gas prices, and such prices have historically been volatile. The table below shows the general decline in forward natural gas prices over the last several
years (amounts are prices per MMBtu).

 

 
(a) Settled prices represent the average of NYMEX Henry Hub monthly settled prices of financial contracts for the year ending on the date presented. Forward

prices represent the annual average of NYMEX Henry Hub monthly forward prices at the date presented. Three year forward prices are presented as we
believe such period is generally deemed to be a liquid period.

In contrast to our natural gas-fueled generation facilities, changes in natural gas prices have no significant effect on the cost of generating power at our
nuclear-, lignite- and coal-fueled facilities, which represent the substantial majority of our generation capacity and are used to meet baseload demand.
Consequently, all other factors being equal, these nuclear-, lignite- and coal-fueled generation assets increase or decrease in value as natural gas prices and market
heat rates rise or fall, respectively, because of the effect on our operating margins
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from changes in wholesale electricity prices in ERCOT. A persistent decline in the price of natural gas, and the corresponding decline in the price of power in the
ERCOT market, would likely have a material adverse effect on our results of operations, liquidity and financial condition, predominantly related to the production
of power generation volumes in excess of the volumes utilized to service our retail customer load requirements.

The wholesale market price of electricity divided by the market price of natural gas represents the market heat rate. Market heat rate can be affected by a
number of factors, including generation availability, mix of assets and the efficiency of the marginal supplier (generally, natural gas-fueled generation facilities) in
generating electricity. Our market heat rate exposure is impacted by changes in the availability of generation resources, such as additions and retirements of
generation facilities, and the mix of generation assets in ERCOT. For example, increasing renewable (wind and solar) generation capacity generally depresses
market heat rates. Our market heat rate exposure is also impacted by the potential economic backdown of our generation assets. Decreases in market heat rates
generally decrease the value of our generation assets because lower market heat rates generally result in lower wholesale electricity prices, and vice versa.
However, even though market heat rates have generally increased over the past several years, wholesale electricity prices have declined due to the greater effect of
falling natural gas prices.

As a result of our exposure to the variability of natural gas prices and market heat rates in ERCOT, retail sales price management and hedging activities are
critical to our operating results and maintaining consistent cash flow levels.

Our integrated power generation and retail electricity business provides us opportunities to hedge our generation position through retail sales. In addition, our
approach to managing electricity price risk focuses on the following:
 

 •  employing disciplined, liquidity-efficient, opportunistic hedging and risk management strategies through physical and financial energy-related
(electricity and natural gas) contracts intended to partially hedge gross margins;

 

 •  continuing focus on cost management to better withstand gross margin volatility;
 

 •  following a retail pricing strategy that appropriately reflects the value of our product offering to customers, the magnitude and costs of commodity
price, liquidity risk and retail demand variability; and

 

 •  improving retail customer service to attract and retain high-value customers.

We have engaged in natural gas hedging activities to mitigate the risk of lower wholesale electricity prices that have corresponded to declines in natural gas
prices. While current and forward natural gas prices are currently depressed, we continue to seek opportunities to manage our wholesale electricity price exposure
through hedging activities, including forward wholesale and retail electricity sales.

Taking together forward wholesale and retail electricity sales with all hedging positions, at September 30, 2016, we had effectively hedged an estimated 85%
and 79%, respectively, of the price exposure, on a natural gas equivalent basis, related to our expected generation output for the remainder of 2016 and 2017
(assuming an 8.5 heat rate), as compared to 94% and 18%, respectively, at December 31, 2015.

We mitigate market heat rate risk through retail and wholesale electricity sales contracts and shorter-term heat rate hedging transactions. We evaluate
opportunities to mitigate heat rate risk over extended periods through longer-term electricity sales contracts where practical, considering pricing, credit, liquidity
and related factors.

On an ongoing basis, we will continue monitoring our overall commodity risks and seek to balance our portfolio based on our desired level of exposure to
natural gas prices and market heat rates and potential changes to our operational forecasts of overall generation and consumption in our businesses (which are also
subject to
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volatility resulting from customer churn, weather, economic and other factors). Portfolio balancing may include the execution of incremental transactions, including
heat rate hedges, the unwinding of existing transactions and the substitution of natural gas hedges with commitments for the sale of electricity at fixed prices. As a
result, commodity price exposures and their effect on our results of operations, liquidity and financial condition could materially change from time to time.

The following sensitivity table provides estimates of the potential impact of movements in natural gas prices and market heat rates on realized pretax
earnings for the periods presented. The estimates related to price sensitivity are based on our unhedged position and forward prices at September 30, 2016, which
for natural gas reflects estimates of power generation less amounts under existing wholesale and retail electricity sales contracts and amounts related to hedging
positions. On a rolling basis, generally twelve-months, the substantial majority of retail electricity sales under month-to-month arrangements are deemed to be
under contract.
 
   Balance 2016   2017  
$1.00/MMBtu change in natural gas price (a)(b)   $  ~12    $ ~90  
0.1/million British thermal units (MMBtu)/megawatt-hour (MWh) change in market heat rate (c)   $  ~ —    $  ~7  
 
(a) Balance of 2016 is from November 1, 2016 through December 31, 2016.
(b) Assumes conversion of electricity positions based on an approximate 8.5 market heat rate with natural gas generally being on the margin 70% to 90% of the

time in the ERCOT market ( i.e.
, when coal is forecast to be on the margin, no natural gas position is assumed to be generated). Excludes the impact of
economic backdown.

(c) Based on Houston Ship Channel natural gas prices at September 30, 2016.

Competitive Retail Markets and Customer Retention

Competitive retail activity in ERCOT has resulted in retail customer churn as customers switch electricity retail providers for various reasons. Based on
number of meters, our total retail customer counts declined approximately 1% during the nine months ended September 30, 2016 as compared to the nine months
ended September 30, 2015, and less than 1% in 2015, 1% in 2014 and 3% in 2013. Based upon 2015 results discussed below in “— Results of Operations,” a 1%
decline in retail customers would result in a decline in annual revenues of approximately $29 million. In responding to the competitive landscape in the ERCOT
market, we have attempted to reduce overall customer losses by focusing on the following key initiatives:
 

 •  Maintaining competitive pricing initiatives on residential service plans;
 

 
•  Actively competing for new customers in areas open to competition within ERCOT, while continuing to strive to enhance the experience of our

existing customers; we are focused on continuing to implement initiatives that deliver world-class customer service and improve the overall customer
experience;

 

 
•  Establishing TXU Energy Retail Company LLC, our direct wholly owned subsidiary that is a REP in competitive areas of ERCOT and leverages our

TXU Energy TM brand in the retail sale of electricity to residential and commercial customers (TXU Energy), as the most innovative retailer in the
ERCOT market by continuing to develop tailored product offerings to meet customer needs; and

 

 

•  Focusing business market initiatives largely on programs targeted at retaining the existing highest-value customers and recapturing customers who
have switched REPs, including maintaining and continuously refining a disciplined contracting and pricing approach and economic segmentation of
the business market to enhance targeted sales and marketing efforts and to more effectively deploy our direct-sales force; tactical programs we have
initiated include improved customer service, aided by an enhanced customer management system, new product price/service offerings and a
multichannel approach for the small business market.
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Exposures Related to Nuclear Asset Outages

Our nuclear assets are comprised of two generation units at the Comanche Peak facility, each with an installed nameplate generation capacity of 1,150 MW.
As of December 15, 2016, these units represented approximately 14% of our total generation capacity. The nuclear generation units represent our lowest marginal
cost source of electricity. Assuming both nuclear generation units experienced an outage at the same time, the unfavorable impact to pretax earnings is estimated
(based upon forward electricity market prices for 2016 at September 30, 2016) to be approximately $1 million per day before consideration of any costs to repair
the cause of such outages or receipt of any insurance proceeds. See “Business — Nuclear Insurance” for additional information.

The inherent complexities and related regulations associated with operating nuclear generation facilities result in environmental, regulatory and financial
risks. The operation of nuclear generation facilities is subject to continuing review and regulation by the Nuclear Regulatory Commission (NRC), including
potential regulation as a result of the NRC’s ongoing analysis and response to the effects of the natural disaster on nuclear generation facilities in Fukushima, Japan
in 2010, covering, among other things, operations, maintenance, emergency planning, security, and environmental and safety protection. The NRC may implement
changes in regulations that result in increased capital or operating costs and may require extended outages, modify, suspend or revoke operating licenses and
impose fines for failure to comply with its existing regulations and the provisions of the Atomic Energy Act. In addition, an unplanned outage at another nuclear
generation facility could result in the NRC taking action to shut down our Comanche Peak units as a precautionary measure.

We participate in industry groups and with regulators to keep current on the latest developments in nuclear safety, operation and maintenance and on
emerging threats and mitigation techniques. These groups include, but are not limited to, the NRC, the Institute of Nuclear Power Operations (INPO) and the
Nuclear Energy Institute (NEI). We also apply the knowledge gained through our continuing investment in technology, processes and services to improve our
operations and to detect, mitigate and protect our nuclear generation assets. The Comanche Peak facility has not experienced an extended unplanned outage, and
management continues to focus on safe, reliable and efficient operations at the facility.

Application of Critical Accounting Policies

We follow U.S. GAAP. Application of these accounting policies in the preparation of our consolidated financial statements requires management to make
estimates and assumptions about future events that affect the reporting of assets and liabilities at the balance sheet dates and the reported amounts of revenues and
expenses, including fair value measurements and estimates of expected allowed claims, during the periods covered. The following is a summary of certain critical
accounting policies that are impacted by judgments and uncertainties and under which different amounts might be reported using different assumptions or
estimation methodologies.

Derivative Instruments and Mark-to-Market Accounting

We enter into contracts for the purchase and sale of energy-related commodities, and also enter into other derivative instruments such as options, swaps,
futures and forwards primarily to manage commodity price and interest rate risks. Under accounting standards related to derivative instruments and hedging
activities, these instruments are subject to mark-to-market accounting, and the determination of market values for these instruments is based on numerous
assumptions and estimation techniques.

Mark-to-market accounting recognizes changes in the fair value of derivative instruments in the financial statements as market prices change. Such changes
in fair value are accounted for as unrealized mark-to-market gains and losses in net income with an offset to derivative assets and liabilities. The availability of
quoted market prices in energy markets is dependent on the type of commodity ( e.g.
, natural gas, electricity, etc.), time period specified and delivery point. In
computing fair value for derivatives, each forward pricing curve is separated into liquid and illiquid periods. The liquid period varies by delivery point and
commodity. Generally, the liquid
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period is supported by exchange markets, broker quotes and frequent trading activity. For illiquid periods, fair value is estimated based on forward price curves
developed using modeling techniques that take into account available market information and other inputs that might not be readily observable in the market. We
estimate fair value as described in Note 13 to the September 30, 2016 Quarterly Financial Statements and Note 15 to the 2015 Annual Financial Statements and
discussed under “Fair Value Measurements” below.

Accounting standards related to derivative instruments and hedging activities allow for normal purchase or sale elections and hedge accounting designations,
which generally eliminate or defer the requirement for mark-to-market recognition in net income and thus reduce the volatility of net income that can result from
fluctuations in fair values. Normal purchases and sales are contracts that provide for physical delivery of quantities expected to be used or sold over a reasonable
period in the normal course of business and are not subject to mark-to-market accounting if the election as normal is made. Hedge accounting designations are
made with the intent to match the accounting recognition of the contract’s financial performance to that of the transaction the contract is intended to hedge. The
intent of our hedging activity is generally to enter into positions that reduce our exposure to future variable cash flows; such hedges are referred to as cash flow
hedges.

Under hedge accounting, changes in fair value of instruments designated as cash flow hedges are recorded in other comprehensive income with an offset to
derivative assets and liabilities to the extent the change in value is effective; that is, it mirrors the offsetting change in fair value of the forecasted hedged
transaction. Changes in value that represent ineffectiveness of the hedge are recognized in net income immediately, and the effective portion of changes in fair
value initially recorded in other comprehensive income are reclassified to net income in the period that the hedged transactions are recognized in net income. At
September 30, 2016 and December 31, 2015 and 2014, we did not have any derivatives designated as cash flow hedges.

We report derivative assets and liabilities in the consolidated balance sheets without taking into consideration netting arrangements that we have with
counterparties. Margin deposits that contractually offset these assets and liabilities are reported separately in our consolidated balance sheets.

See Note 14 to the September 30, 2016 Quarterly Financial Statements and Note 16 to the 2015 Annual Financial Statements for further discussion regarding
derivative instruments, including the termination of interest rate swaps and certain natural gas hedging agreements shortly after the Bankruptcy Filing.

Fair Value Measurements

For certain accounting measurements that require fair value determinations, we calculate value under the fair value hierarchy established in U.S. GAAP. We
utilize several valuation techniques to measure the fair value, relying primarily on the market approach of using prices and other market information for identical
and/or comparable assets and liabilities for those items that are measured on a recurring basis.

Under the fair value hierarchy, Level 1 and Level 2 valuations generally apply to our commodity-related contracts for natural gas, electricity and fuel,
including coal and uranium, derivative instruments entered into for hedging purposes, securities associated with the nuclear decommissioning trust and interest rate
swaps intended to fix interest payments on our debt. Level 1 valuations use quoted prices in active markets for identical assets or liabilities that are accessible at the
measurement date. Level 2 valuations are based on evaluated prices that reflect observable market information, such as actual trade information of similar
securities, adjusted for observable differences.

Level 3 valuations generally apply to our interest rate swaps on our Predecessor’s debt, congestion revenue rights, certain coal contracts, options to purchase
or sell electricity, and electricity purchase and sales agreements for which the valuations include unobservable inputs, including the hourly shaping of the price
curve. Level 3 valuations use largely unobservable inputs, with little or no supporting market activity, and assets and liabilities
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are classified as Level 3 if such inputs are significant to the fair value determination. Valuation risk is mitigated through the performance of stress testing of the
significant inputs to understand the impact that varying assumptions may have on the valuation and other review processes performed to ensure appropriate
valuation.

As part of our valuation of assets subject to fair value measurement, counterparty credit risk is taken into consideration by measuring the extent of netting
arrangements in place with the counterparty along with credit enhancements and the estimated credit ratings, default rate factors and debt trading values of the
counterparty. Our valuation of liabilities subject to fair value accounting takes into consideration the market’s view of our credit risk along with the existence of
netting arrangements in place with the counterparty and credit enhancements posted by us. We consider the credit risk adjustment to be a Level 3 input since
judgment is used to assign credit ratings, recovery rate factors and default rate factors. Valuations of Level 3 assets and liabilities can be sensitive to the
assumptions used for the significant inputs. Where market data is available, the inputs used for valuation reflect that information as of our valuation date. In periods
of extreme volatility, lessened liquidity or in illiquid markets, there may be more variability in market pricing or a lack of market data to use in the valuation
process. An illiquid market is one in which little or no observable activity has occurred or one that lacks willing buyers.

Valuations of several of our Level 3 assets and liabilities are sensitive to changes in discount rates, option-pricing model inputs such as volatility factors and
credit risk adjustments. At September 30, 2016 and December 31, 2015, a 10% change in electricity price (per MWh) assumptions across unobservable inputs for
delivery periods and locational basis for electricity congestion hedges would result in an approximate $60 million and $4 million, respectively, change in net Level
3 assets and liabilities.

See Note 13 to the September 30, 2016 Quarterly Financial Statements and Note 15 to the 2015 Annual Financial Statements for additional information
about fair value measurements, including information on unobservable inputs and related valuation sensitivities and, in the 2015 Annual Financial Statements, a
table presenting the changes in Level 3 assets and liabilities for the years ended December 31, 2015, 2014 and 2013.

Revenue Recognition

Our revenue includes an estimate for unbilled revenue related to our retail electricity customers that represents estimated daily kWh consumption after the
meter read date to the end of the period multiplied by the applicable billing rates. Estimated daily kWh usage is derived using metered consumption as well as
historical kWh usage information adjusted for weather and other measurable factors affecting consumption. Calculations of unbilled revenues during certain
interim periods are generally subject to more estimation variability because of seasonal changes in demand. Accrued unbilled revenues totaled $245 million, $231
million, $239 million and $272 million at September 30, 2016, and December 31, 2015, 2014 and 2013, respectively.

Accounting for Income Taxes

EFH Corp. files a United States federal income tax return that includes the results of EFCH, EFIH, Oncor Holdings and TCEH. EFH Corp. is the corporate
parent of the EFH Corp. consolidated group, while each of EFIH, Oncor Holdings, EFCH and TCEH were classified as a disregarded entity for United States
federal income tax purposes. Pursuant to applicable United States Treasury regulations and published guidance of the Internal Revenue Service (IRS), corporations
that are members of a consolidated group have joint and several liability for the taxes of such group. Subsequent to the Effective Date, the T-Side Debtors will no
longer be included in the EFH Corp. consolidated group and will be included in a consolidated group of which Vistra Energy is the corporate parent.

Prior to the Effective Date, EFH Corp. and certain of its subsidiaries (including EFCH, EFIH, and TCEH, but not including Oncor Holdings and Oncor) were
parties to a Federal and State Income Tax Allocation Agreement, which provided, among other things, that any corporate member or disregarded entity in the EFH
Corp. group is required to make payments to EFH Corp. in an amount calculated to approximate the amount of
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tax liability such entity would have owed if it filed a separate corporate tax return. Pursuant to the Plan, the T-Side Debtors rejected this agreement on the Effective
Date. See Note 2 to the September 30, 2016 Quarterly Financial Statements for a discussion of the Tax Matters Agreement that was entered on the Effective Date
between EFH Corp. and Vistra Energy. Additionally, since the date of the Amended and Restated Settlement Agreement among the Debtors, certain investment
funds that own Texas Holdings (the Sponsor Group), and certain settling creditors of TCEH, approved by the Bankruptcy Court in December 2015 (the Settlement
Agreement), no further cash payments among the Debtors were made in respect of federal income taxes. EFH Corp. has elected to continue to allocate federal
income taxes among the entities that are parties to the Federal and State Income Tax Allocation Agreement. The Settlement Agreement did not alter the allocation
and payment for state income taxes, which continued to be settled prior to the Effective Date.

Accounting in Reorganization and Fresh-Start Reporting

The consolidated financial statements of our Predecessor reflect the application of ASC 852 .


During the Chapter 11 Cases, the Debtors, including our
Predecessor and its subsidiaries, operated their businesses as debtors-in-possession under the jurisdiction of the Bankruptcy Court and in accordance with the
applicable provisions of the Bankruptcy Code. ASC 852 applies to entities that have filed a petition for bankruptcy under Chapter 11 of the Bankruptcy Code. The
guidance requires that transactions and events directly associated with the reorganization be distinguished from the ongoing operations of the business. In addition,
the guidance provides for changes in the accounting and presentation of liabilities. Expenses and income directly associated with the Chapter 11 Cases are reported
separately in the consolidated statements of consolidated income (loss) as reorganization items. Reorganization items also include adjustments to reflect the
carrying value of liabilities subject to compromise (LSTC) at their estimated allowed claim amounts, as such adjustments are determined. See Note 8 and Note 10
to the September 30, 2016 Quarterly Financial Statements. Since the Effective Date occurred after the end of the fiscal quarter ended September 30, 2016, ASC 852
continued to apply to our Predecessor at and for the nine months ended September 30, 2016.

As of the Effective Date, Vistra Energy began applying fresh-start reporting under the applicable provisions of ASC 852. Fresh-start reporting includes (1)
distinguishing the consolidated financial statements of the entity that was previously in restructuring from the consolidated financial statements of the entity that
emerges from restructuring, (2) assigning the reorganized value of the successor entity by measuring all assets and liabilities of the successor entity at fair value,
and (3) selecting accounting policies for the successor entity. The consolidated financial statements of Vistra Energy for periods subsequent to the Effective Date
will not be comparable to the financial statements of our Predecessor for periods prior to the Effective Date, as those previous periods do not give effect to any
adjustments to the carrying values of assets or amounts of liabilities that might be necessary as a consequence of the Plan or the related application of fresh-start
reporting.

Impairment of Goodwill and Other Long-Lived Assets

We evaluate long-lived assets (including intangible assets with finite lives) for impairment, in accordance with accounting standards related to impairment or
disposal of long-lived assets, whenever events or changes in circumstances indicate that their carrying amount may not be recoverable. For our generation assets,
possible indications include an expectation of continuing long-term declines in natural gas prices and/or market heat rates or an expectation that “more likely than
not” a generation asset will be sold or otherwise disposed of significantly before the end of its estimated useful life. The determination of the existence of these and
other indications of impairment involves judgments that are subjective in nature and may require the use of estimates in forecasting future results of operations and
cash flows related to an asset, group of assets or investment in an unconsolidated subsidiary. Further, the unique nature of our property, plant and equipment, which
includes a fleet of generation assets with a diverse fuel mix and individual generation units that have varying production or output rates, requires the use of
significant judgments in determining the existence of impairment indications and the grouping of assets for impairment testing. We generally utilize an income
approach measurement to derive fair values for our long-lived generation assets. The income approach involves estimates of future performance that reflect
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assumptions regarding, among other things, forward natural gas and electricity prices, market heat rates, the effects of environmental rules, generation plant
performance, forecasted capital expenditures and forecasted fuel prices. Any significant change to one or more of these factors can have a material impact on the
fair value measurement of our long-lived assets. As a result of the decrease in forecasted wholesale electricity prices and changes to our operating plans in 2015 and
2014, we evaluated the recoverability of our generation assets and recorded impairment charges of $2.54 billion and $4.67 billion, respectively. In 2013, we
evaluated the recoverability of the assets of our joint venture to develop additional nuclear generation units and recorded impairment charges of $140 million. See
Note 6 to the September 30, 2015 Quarterly Financial Statements and Note 8 to the annual financial statements of our Predecessor dated December 31, 2015 (the
2015 Annual Financial Statements) for a discussion of the impairment charges related to certain of those assets.

Goodwill and intangible assets with indefinite useful lives are required to be tested for impairment at least annually (we have selected December 1 as our
annual test date) or whenever events or changes in circumstances indicate an impairment may exist, such as the indicators used to evaluate impairments to long-
lived assets discussed above or declines in values of comparable public companies in our industry. As required by accounting guidance related to goodwill, our
Predecessor allocated goodwill to its reporting unit. Under this goodwill impairment analysis, if at the assessment date, a reporting unit’s carrying value exceeds its
estimated fair value (enterprise value), the estimated enterprise value of the reporting unit is compared to the estimated fair values of the reporting unit’s assets
(including identifiable intangible assets) and liabilities at the assessment date, and the resultant implied goodwill amount is then compared to the recorded goodwill
amount. Any excess of the recorded goodwill amount over the implied goodwill amount is written off as an impairment charge.

The determination of enterprise value involves a number of assumptions and estimates. We use a combination of fair value measurements to estimate
enterprise values of our reporting unit: internal discounted cash flow analyses (income approach) and comparable publicly traded company values (market
approach). The income approach involves estimates of future performance that reflect assumptions regarding, among other things, forward natural gas and
electricity prices, market heat rates, the effects of environmental regulations, generation plant performance, forecasted capital expenditures and retail sales volume
trends, as well as determination of a terminal value. Another key variable in the income approach is the discount rate, or weighted average cost of capital, applied to
the forecasted cash flows. The determination of the discount rate takes into consideration the capital structure, credit ratings and current debt yields of comparable
publicly traded companies as well as an estimate of return on equity that reflects historical market returns and current market volatility for the industry. The market
approach involves using trading multiples of earnings (net income) before interest expense, income taxes, depreciation and amortization (EBITDA) of those
selected publicly traded companies to derive appropriate multiples to apply to the EBITDA of our reporting units. Critical judgments include the selection of
publicly traded comparable companies and the weighting of the value metrics in developing the best estimate of enterprise value.

See Note 4 to the September 30, 2016 Quarterly Financial Statements and Note 4 to the 2015 Annual Financial Statements for additional discussion of
goodwill impairment charges.
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Results of Operations

Financial Results

See below for a discussion of significant variances in financial results for the nine months ended September 30, 2016 when compared to the nine months
ended September 30, 2015, the year ended December 31, 2015 compared to year ended December 31, 2014 and the year ended December 31, 2014 compared to
December 31, 2013.
 
   

Nine Months Ended 
September 30,   Year Ended December 31,  

   2016   2015   2015   2014   2013  
Operating revenues   $ 3,973   $ 4,265   $ 5,370   $ 5,978   $ 5,899  
Fuel, purchased power costs and delivery fees    (2,082)   (2,090)   (2,692)   (2,842)   (2,848) 
Net gain (loss) from commodity hedging and trading activities    282    226    334    11    (54) 
Operating costs    (664)   (598)   (834)   (914)   (881) 
Depreciation and amortization    (459)   (634)   (852)   (1,270)   (1,333) 
Selling, general and administrative expenses    (482)   (495)   (676)   (708)   (756) 
Impairment of goodwill    —   (1,400)   (2,200)   (1,600)   (1,000) 
Impairment of long-lived assets    —   (1,971)   (2,541)   (4,670)   (140) 
Other income    16    15    17    16    9  
Other deductions    (75)   (86)   (93)   (281)   (22) 
Interest income    3    1    1    —   6  
Interest expense and related charges    (1,049)   (964)   (1,289)   (1,749)   (1,916) 
Reorganization items    (116)   (152)   (101)   (520)   — 

    
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes    (653)   (3,883)   (5,556)   (8,549)   (3,036) 
Income tax benefit (expense)    (3)   816    879    2,320    732  

    
 

   
 

   
 

   
 

   
 

Net loss    (656)   (3,067)   (4,677)   (6,229)   (2,304) 
Net loss attributable to noncontrolling interests    —   —   —   —   107  

    
 

   
 

   
 

   
 

   
 

Net loss attributable to our Predecessor   $ (656)  $(3,067)  $(4,677)  $(6,229)  $(2,197) 
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Operating Statistics
 
  

Nine Months Ended 
September 30,   

% 
Change 

 Year Ended December 31,   2015   2014  

  2016   2015    2015   2014   2013   
% 

Change  
% 

Change 
  (in
millions,
except
percentage
amounts)  
Operating revenues:      
Retail electricity revenues:      

Residential  $ 2,084   $ 2,362    (11.8)%  $ 2,931   $ 2,970   $ 2,984    (1.3)%   (0.5)% 
Business markets   1,070    1,177    (9.1)%   1,518    1,443    1,355    5.2 %   6.5 % 

   
 

   
 

    
 

   
 

   
 

  

Total retail electricity revenues   3,154    3,539    (10.9)%   4,449    4,413    4,339    0.8 %   1.7 % 
Wholesale electricity and other operating revenues (a)(b)   819    726    12.8 %   921    1,565    1,560    (41.2)%   0.3 % 

   
 

   
 

    
 

   
 

   
 

  

Total operating revenues  $ 3,973   $ 4,265    (6.8)%  $ 5,370   $ 5,978   $ 5,899    (10.2)%   1.3 % 
   

 

   

 

    

 

   

 

   

 

  

Sales volumes:      
Retail electricity sales volumes —(GWh):      

Residential   16,619    17,667    (5.9)%   21,923    21,910    22,791    0.1 %   (3.9)% 
Business markets   14,354    14,796    (3.0)%   19,289    16,601    15,203    16.2 %   9.2 % 

   
 

   
 

    
 

   
 

   
 

  

Total retail electricity   30,973    32,463    (4.6)%   41,212    38,511    37,994    7.0 %   1.4 % 
Wholesale electricity sales volumes (b)   25,563    17,526    45.9 %   23,533    32,965    38,320    (28.6)%   (14.0)% 

   
 

   
 

    
 

   
 

   
 

  

Total sales volumes   56,536    49,989    13.1 %   64,745    71,476    76,314    (9.4)%   (6.3)% 
   

 

   

 

    

 

   

 

   

 

  

Fuel, purchased power costs and delivery fees:      
Fuel for nuclear facilities  $ 92   $ 118    (22.0)%  $ 146   $ 147   $ 173    (0.7)%   (15.0)% 
Fuel for lignite and coal facilities   548    560    (2.1)%   736    784    869    (6.1)%   (9.8)% 
Fuel for natural gas facilities and purchased power

costs (a)   310    199    55.8 %   252    316    292    (20.3)%   8.2 % 
Other costs   108    128    (15.6)%   166    267    233    (37.8)%   14.6 % 
Delivery fees   1,024    1,085    (5.6)%   1,392    1,328    1,281    4.8 %   3.7 % 

   
 

   
 

    
 

   
 

   
 

  

Total  $ 2,082   $ 2,090    (0.4)%  $ 2,692   $ 2,842   $ 2,848    (5.3)%   (0.2)% 
   

 

   

 

    

 

   

 

   

 

  

Production and purchased power volumes (GWh):      
Nuclear facilities   15,005    15,830    (5.2)%   19,954    18,636    20,487    7.1 %   (9.0)% 
Lignite and coal facilities (c)   31,865    31,784    0.3 %   41,817    48,878    52,023    (14.4)%   (6.0)% 
CCGT facilities   8,048    —   — %   —   —   —   — %   — % 
Other natural gas facilities   491    689    (28.7)%   709    816    899    (13.1)%   (9.2)% 

Capacity factors:      
Nuclear facilities   99.2%   105.1%   (5.6)%   99.0%   92.5%   101.7%   7.0 %   (9.0)% 
Lignite and coal facilities (c)   60.5%   60.5%   — %   59.5%   69.6%   74.1%   (14.5)%   (6.1)% 
CCGT facilities   65.2%   —%   — %   —%   —%   —%   — %   — % 

Market pricing:         
Average ERCOT North power price per MWh  $ 20.78   $ 25.69    (19.1)%  $ 23.78   $ 36.44   $ 30.50    (34.7)%   19.5 % 
 
(a) Upon settlement of physical derivative commodity contracts that we mark-to-market in net income, such as certain electricity sales and purchase agreements

and coal purchase contracts, wholesale electricity revenues and fuel and purchased power costs are reported at approximated market prices, as required by
U.S. GAAP, rather than contract price. The offsetting differences between contract and market prices are reported in net gain from commodity hedging and
trading activities.
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(b) Includes net amounts related to sales and purchases of balancing energy in the ERCOT real-time market.
(c) Includes the estimated effects of economic backdown (including seasonal operations) of lignite- and coal-fueled units totaling 14,420 GWh and 15,300 GWh

for the nine months ended September 30, 2016 and 2015, respectively, and 19,900 GWh, 15,770 GWh and 12,460 GWh in 2015, 2014 and 2013,
respectively.

Financial Results — Nine Months Ended September 30, 2016 Compared to Nine Months Ended September 30, 2015

The overall $3.23 billion decrease in loss before income taxes during the nine months ended September 30, 2016 relative to the comparable 2015 period
primarily reflected the noncash impairments of goodwill and certain long-lived assets during the nine months ended September 30, 2015, partially offset by lower
operating revenues during the nine months ended September 30, 2016, relative to the comparable 2015 period. In 2015, a noncash impairment of goodwill totaling
$1.4 billion and noncash impairments of certain long-lived assets totaling $1.971 billion were recorded.

Operating revenues during the nine months ended September 30, 2016 decreased $292 million relative to the comparable 2015 period, driven by a decrease
in retail electricity revenues, partially offset by an increase in wholesale electricity revenues. Retail electricity revenues decreased $385 million during the nine
months ended September 30, 2016 relative to the comparable 2015 period reflecting a $223 million decrease due to 7% lower average pricing and a $162 million
decrease due to a 5% decrease in sales volumes driven by milder weather. Wholesale electricity revenues increased $110 million during the nine months ended
September 30, 2016 relative to the comparable 2015 period due to a 7,106 GWh increase in generation volumes driven by the Lamar and Forney Acquisition in
April 2016, partially offset by lower average wholesale electricity prices.

The $8 million decrease in fuel, purchased power costs and delivery fees during the nine months ended September 30, 2016 relative to the comparable 2015
period reflected a $61 million decrease in delivery fees, $38 million decrease in nuclear, lignite and coal facilities fuel costs, $28 million in lower purchased power
costs and a $16 million decrease in other fuel costs and ancillary service costs, partially offset by a $139 million increase in fuel costs for natural gas facilities,
which reflects the impact of the Lamar and Forney Acquisition in April 2016.

Following is an analysis of amounts reported as net gain from commodity hedging and trading activities. The results are primarily related to natural gas and
power hedging activity.
 
   Nine Months Ended September 30,  
     2016      2015       Change   
   (in
millions)  
Net gain from commodity hedging and trading activities   
Realized net gains (losses)   $ 320   $ 121    $ 199  
Unrealized net gains (losses)    (38)   105     (143) 

    
 

   
 

    
 

Total   $ 282   $ 226    $ 56  
    

 

   

 

    

 

The decrease in operating revenues during the nine months ended September 30, 2016 relative to the comparable 2015 period was partially offset by a $199
million increase in realized net gains during the nine months ended September 30, 2016 relative to the comparable 2015 period, which reflected settled gains due to
declining market prices. These gains were primarily related to natural gas positions.

The $143 million unfavorable change in unrealized net gains (losses) during the nine months ended September 30, 2016 relative to the comparable 2015
period reflected a larger reversal of previously recorded unrealized net gains on settled positions in 2016 and higher unrealized net gains recorded in 2015 due to an
increase in forward natural gas and power prices on hedge positions.

The $66 million increase in operating costs during the nine months ended September 30, 2016 relative to the comparable 2015 period reflected higher
nuclear maintenance costs due to a spring nuclear outage in 2016 compared to a fall outage in 2015 and incremental operating and maintenance costs associated
with the Lamar and Forney Acquisition in April 2016.
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Depreciation and amortization expenses decreased $175 million during the nine months ended September 30, 2016 relative to the comparable 2015 period,
driven by the effect of noncash impairments of certain long-lived assets recorded in 2015, partially offset by incremental expense associated with the Lamar and
Forney Acquisition in April 2016.

For the nine months ended September 30, 2016, results include $32 million of severance expense, primarily reported in fuel, purchased power and delivery
fees and operating costs, associated with certain actions taken to reduce costs related to our mining and lignite and coal generation operations.

Interest expense and related charges increased $85 million during the nine months ended September 30, 2016. The increase reflected $57 million in higher
interest expense related to adequate protection payments approved by the Bankruptcy Court for the benefit of TCEH secured creditors due to higher interest rates
and $29 million in higher interest expense on debtor-in-possession financing due to higher average borrowings.

Income tax expense totaled $3 million on pretax losses during the nine months ended September 30, 2016 compared to an income tax benefit of $816 million
on pretax losses in the comparable 2015 period. The effective tax rate was 0.5% and 21.0% in the nine months ended September 30, 2016 and 2015, respectively.
The nine months ended September 30, 2016 differed from the U.S. federal statutory rate of 35% largely due to a valuation allowance of $401 million and Texas
margin tax expense compared to pretax losses in the period. The nine months ended September 30, 2015 differed from the U.S. federal statutory rate primarily due
to nondeductible goodwill impairment charges of $1.4 billion. See Note 5 to the September 30, 2016 Quarterly Financial Statements for additional discussion.

See Note 16 to the September 30, 2016 Quarterly Financial Statements for details of other income and deductions. See Note 7 to the September 30, 2016
Quarterly Financial Statements for details of interest expense and related charges. See Note 8 to the September 30, 2016 Quarterly Financial Statements for details
of reorganization items. See Note 5 to the September 30, 2016 Quarterly Financial Statements for reconciliation of comparable effective tax rates to the United
States federal statutory rate.

Financial Results — Year Ended December 31, 2015 Compared to Year Ended December 31, 2014

Loss before income taxes decreased $2.993 billion in 2015 from 2014 to a loss of $5.556 billion. The decrease primarily reflected the larger noncash
impairment charges of certain long-lived assets in 2014 and the decrease in interest expense, the decrease in depreciation and amortization expense and a decrease
in reorganization items expense in 2015.

Operating revenues decreased $608 million in 2015 from 2014, as a result of a decrease in wholesale electricity revenues, partially offset by an increase in
retail electricity revenues. Wholesale electricity revenues decreased $587 million in 2015 from 2014 reflecting a $362 million decrease in sales volumes and a
$225 million decrease due to lower average wholesale electricity prices. The decrease in wholesale electricity sales volumes was driven by lower generation
volumes from increased economic backdown (including seasonal operations) at our lignite and coal generation facilities, which was driven by a 35% decline in
average wholesale electricity prices, driven by lower natural gas prices. Retail electricity revenues increased $36 million in 2015 from 2014 primarily reflecting a
$310 million increase due to sales volumes driven by an increase in business sales volumes, partially offset by a $274 million decrease due to lower average prices
primarily for business markets customers.

Fuel, purchased power costs and delivery fees decreased $150 million in 2015 from 2014. Fuel for lignite and coal facilities decreased $48 million in 2015
from 2014 due to a 14% decrease in generation volumes, partially offset by higher lignite mining costs and more western coal in the fuel blend. Fuel for natural gas
facilities and purchased power costs decreased $64 million in 2015 from 2014 driven by a 28% decrease in purchased power volumes, lower natural gas prices and
a 13% decrease in generation volumes from natural gas generation units. Other costs decreased $101 million in 2015 from 2014, reflecting a $49 million decrease
in
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natural gas purchases for resale and $34 million decrease in amortization of favorable purchase contracts due to impairments recorded at the end of 2014. Delivery
fees increased $64 million in 2015 from 2014, primarily reflecting higher retail volumes.

Following is an analysis of amounts reported as net gain from commodity hedging and trading activities. The results are primarily related to natural gas and
power hedging activity.
 

   Year Ended December 31,  
   2015    2014    Change 
   (in
millions)  
Realized net gains   $217    $ 387    $ (170) 
Unrealized net gains (losses)    117     (376)    493  

    
 

    
 

    
 

Total   $334    $ 11    $ 323  
    

 

    

 

    

 

Realized net gains on hedging and trading positions decreased $170 million, or 43.9%, in 2015 from 2014, reflecting lower gains due to the 2014 termination
of our favorable long-term natural gas hedging program, partially offset by other realized gains from declining market prices in 2015.

The $493 million favorable change in unrealized net gains in 2015 from 2014 primarily reflected the 2014 reversal of previously recorded unrealized gains
related to the favorable pricing of our long-term natural gas hedging program that terminated in 2014 along with favorable unrealized gains in 2015 due to the
impact of declining natural gas prices on our hedging positions.

Operating costs decreased $80 million in 2015 from 2014, driven by $55 million in lower nuclear maintenance costs, reflecting a spring refueling in 2014
that was absent in 2015, as well as lower lignite and coal facilities operating costs reflecting lower generation.

Depreciation and amortization expenses decreased $418 million in 2015 from 2014, primarily reflecting reduced depreciation expense resulting from the
effect of noncash impairments of certain long-lived assets recorded at the end of 2014 and during 2015.

Interest expense and related charges decreased $460 million in 2015 from 2014. The decrease reflected:
 

 •  $874 million in lower interest expense on pre-petition debt due to the discontinuance of interest due to the Chapter 11 Cases, and
 

 •  $86 million in lower amortization of pre-petition debt issuance, amendment and extension costs and discounts due to reclassification of such amounts
to liabilities subject to compromise in 2014,

partially offset by
 

 •  $405 million in higher expense related to adequate protection payments approved by the Bankruptcy Court for the benefit of TCEH secured creditors
in the year ended December 31, 2015 as compared to the post-petition period ended December 31, 2014;

 

 •  $65 million in mark-to-market net gains on interest rate swaps in 2014, and
 

 •  $26 million in higher interest expense on debtor-in-possession financing in the year ended December 31, 2015 as compared to the post-petition period
ended December 31, 2014.

Income tax benefit totaled $879 million and $2.320 billion on pretax losses in 2015 and 2014, respectively. The effective tax rate was 15.8% and 27.11% in
2015 and 2014, respectively. Income tax benefit in 2015 differed from the U.S. federal statutory rate of 35% largely due to nondeductible goodwill impairment
charges of $2.2 billion and a valuation allowance of $210 million. Income tax benefit in 2014 differed from the U.S. federal statutory rate primarily due to
nondeductible goodwill impairment charges of $1.6 billion and IRS audit and appeals settlements of $53 million. See Note 6 to the 2015 Annual Financial
Statements for additional discussion.
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See Note 4 to the 2015 Annual Financial Statements for details of noncash impairments of goodwill. See Note 7 to the 2015 Annual Financial Statements for
details of other income and deductions. See Note 8 to the 2015 Annual Financial Statements for details of noncash impairments of certain long lived assets. See
Note 9 to the 2015 Annual Financial Statements for details of interest expense and related charges. See Note 10 to the 2015 Annual Financial Statements for details
of reorganization items.

Financial Results — Year Ended December 31, 2014 Compared to Year Ended December 31, 2013

Loss before income taxes increased $5.513 billion in 2014 from 2013, primarily driven by the 2014 noncash impairments of certain long-lived assets of
$4.670 billion, the 2014 noncash impairment of goodwill of $1.6 billion and 2014 reorganization items of $520 million, partially offset by the 2013 noncash
impairment of goodwill of $1.0 billion, the decrease in interest expense and related charges of $167 million and the 2013 noncash impairment of the assets of the
nuclear generation development joint venture of $140 million.

Operating revenues increased $79 million in 2014 from 2013, as a result of an increase in retail electricity revenues, partially offset by a decrease in
wholesale electricity revenues. Wholesale electricity revenues decreased $15 million in 2014 from 2013, reflecting a $179 million decrease due to lower sales
volumes, largely offset by a $164 million increase due to higher average prices. The decrease in wholesale sales volumes was driven by 7% decrease in nuclear and
lignite and coal generation volumes due to higher economic backdown and nuclear refueling outages. Higher average prices were driven by an overall 16% increase
in natural gas prices in 2014, predominately in the first half of the year. Retail electricity revenues increased $74 million in 2014 from 2013, reflecting a $59
million increase in sales volumes and $15 million in higher average prices. Retail sales volumes increased 1% reflecting higher sales growth in small and large
business that was largely offset by a decline in residential volumes. The decrease in residential volumes reflects milder weather and a 1% decline in customer
counts.

Fuel, purchased power costs and delivery fees decreased $6 million in 2014 from 2013. Lignite and coal fuel costs decreased $85 million reflecting lower
generation volumes and higher lignite in the fuel blend, partially offset by higher western coal prices. Nuclear fuel costs decreased $26 million in 2014 from 2013,
reflecting lower generation volumes due to the refueling outage and the discontinuance of Department of Energy (DOE) billing for spent fuel handling costs
beginning in May 2014. These decreases were largely offset by $47 million increase in delivery rates, $26 million increase in ERCOT ancillary fees related to cold
weather in the first quarter of 2014 and $24 million increase in fuel for natural gas facilities and purchase power costs also related to first quarter 2014 cold
weather.

Following is an analysis of amounts reported as net gain from commodity hedging and trading activities. The results are primarily related to natural gas and
power hedging activity.
 

   Year Ended December 31,  
   2014    2013    Total  
   (in
millions)  
Realized net gains   $ 387    $ 1,057    $(670) 
Unrealized net losses    (376)    (1,111)    735  

    
 

    
 

    
 

Total   $ 11    $ (54)   $ 65  
    

 

    

 

    

 

Realized net gains on hedging and trading positions decreased by $670 million in 2014 from 2013, reflecting lower hedging gains from the natural gas
hedging program in 2014 due to lower hedge prices.

The favorable change in unrealized net losses on hedging and trading positions of $735 million in 2014 from 2013 also reflected the lower gains in the
natural gas hedging program. As realized gains were recognized, unrealized losses were recognized for the reversal of previously recognized unrealized gains.
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Operating costs increased $33 million in 2014 from 2013, due to $57 million in higher nuclear maintenance costs primarily reflecting refueling outages for
both generation units in 2014 as compared to only one unit in 2013 and maintenance costs incurred during the unplanned outage time experienced during the 2014
fall refueling outage, partially offset by lower maintenance and other costs of $14 million at lignite- and coal-fueled generation units and $5 million at natural gas-
fueled plants.

Depreciation and amortization expenses decreased $63 million in 2014 from 2013, reflecting reduced depreciation expense resulting from the effect of
noncash impairments of certain long-lived assets and the useful lives of certain lignite and coal generation equipment being longer than originally estimated.

Interest expense and related charges decreased $167 million in 2014 from 2013. The decrease reflected:
 

 •  $1.837 billion in lower interest expense on pre-petition debt due to the discontinuance of interest upon the Bankruptcy Filing and the termination of the
interest rate swap agreements shortly after the Bankruptcy Filing, and

 

 •  $178 million in lower amortization of pre-petition debt issuance, amendment and extension costs and discounts due to reclassification of such amounts
to liabilities subject to compromise,

partially offset by
 

 •  $988 million in lower mark-to-market net gains on interest rate swaps due to the termination of the agreements;
 

 •  $828 million in expense related to adequate protection payments approved by the Bankruptcy Court for the benefit of TCEH secured creditors; and
 

 •  $37 million in interest expense on debtor-in-possession financing.

Income tax benefit totaled $2.320 billion and $732 million on pretax losses in 2014 and 2013, respectively. Excluding the $15 million income tax benefit
recorded in the third quarter of 2014 related to an adjustment of reserves for uncertain tax positions for the 2007 tax year, the $80 million in total income tax benefit
recorded in 2013 related to resolution of IRS audit matters, the 2013 impairment of the assets of the nuclear generation development joint venture and the
nondeductible goodwill impairment charges in both years, the effective tax rates were 33.2% and 34.4% in 2014 and 2013, respectively. The change in the effective
income tax rate is driven primarily by higher nondeductible legal and other professional services costs related to the Chapter 11 Cases in 2014. See Note 6 to the
2015 Annual Financial Statements for additional discussion.

Selling, general and administrative expenses decreased $48 million in 2014 from 2013, reflecting $41 million in lower legal and other professional services
costs associated with the Chapter 11 Cases prior to the Petition Date of April 29, 2014, and $29 million in lower allocated Sponsor Group management fees,
partially offset by $14 million in higher employee compensation and benefit costs. Legal and other professional services costs associated with the Chapter 11 Cases
subsequent to the Petition Date are reported in reorganization items as discussed herein.

See Note 4 to the 2015 Annual Financial Statements for details of noncash impairments of goodwill. See Note 7 to the 2015 Annual Financial Statements for
details of other income and deductions. See Note 8 to the 2015 Annual Financial Statements for details of noncash impairments of certain long lived assets. See
Note 9 to the 2015 Annual Financial Statements for details of interest expense and related charges. See Note 10 to the 2015 Annual Financial Statements for details
of reorganization items.
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Energy-Related Commodity Contracts and Mark-to-Market Activities

The table below summarizes the changes in commodity contract assets and liabilities for the nine months ended September 30, 2016 and 2015 and for the
years ended December 31, 2015, 2014 and 2013. The net change in these assets and liabilities, excluding “other activity” as described below, reflects $38 million in
unrealized net losses and $105 million in unrealized net gains in the nine months ended September 30, 2016 and 2015, respectively, and $117 million in unrealized
net gains, $368 million in unrealized net losses and $1.093 billion in unrealized net losses in 2015, 2014 and 2013, respectively, arising from mark-to-market
accounting for positions in the commodity contract portfolio.
 
   

    Nine Months Ended     
September 30,   Year Ended December 31,  

   2016   2015   2015   2014   2013  
   (in
millions)  
Commodity contract net asset at beginning of period   $ 271   $ 180   $ 180   $ 525   $ 1,664  
Settlements/termination of positions (a)    (232)   (176)   (263)   (385)   (1,039) 
Changes in fair value of positions in the portfolio (b)    194    281    380    17    (54) 
Other activity (c)    (35)   (26)   (26)   23    (46) 

    
 

   
 

   
 

   
 

   
 

Commodity contract net asset at end of period   $ 198   $ 259   $ 271   $ 180   $ 525  
    

 

   

 

   

 

   

 

   

 

 
(a) Represents reversals of previously recognized unrealized gains and losses upon settlement/termination (offsets realized gains and losses recognized in the

settlement period). Excludes changes in fair value in the month the position settled as well as amounts related to positions entered into and settled in the same
month.

(b) Represents unrealized net gains (losses) recognized, reflecting the effect of changes in fair value. Excludes changes in fair value in the month the position
settled as well as amounts related to positions entered into and settled in the same month.

(c) These amounts do not represent unrealized gains or losses. Includes initial values of positions involving the receipt or payment of cash or other
consideration, generally related to options purchased/sold. The nine month values also include fair value of acquired commodity contracts as of the date of
the Lamar and Forney Acquisition.

Maturity Table   — The following tables presents the commodity contract net asset arising from recognition of fair values at September 30, 2016, scheduled
by the source of fair value and contractual maturity dates of the underlying positions.
 

   
Maturity dates of unrealized commodity 
contract net asset at September 30, 2016  

Source of fair value   
Less than 

1 year    1-3 years   4-5 years   Total  
   (in
millions)  
Prices actively quoted   $ 28    $ (6)   $ (1)   $ 21  
Prices provided by other external sources    57     23     —    80  
Prices based on models    53     40     4     97  

    
 

    
 

    
 

    
 

Total   $ 138    $ 57    $ 3    $198  
    

 

    

 

    

 

    

 

Liquidity and Capital Resources

Operating Cash Flows

Nine
Months
Ended
September
30,
2016
Compared
to
Nine
Months
Ended
September
30,
2015.


Cash used in operating activities totaled $196 million in
2016 and cash provided by operating activities totaled $209 million in 2015. The increase in cash used of $405 million was primarily driven by a $232 million
decrease in cash provided by margin deposits and higher cash interest payments.
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Year
Ended
December
31,
2015
Compared
to
Year
Ended
December
31,
2014.
Cash provided by operating activities totaled $237 million in 2015 compared
to cash provided by operating activities of $444 million in 2014. The decrease of $207 million was driven by higher cash used to pay for reorganization costs and
higher cash interest payments.

Year
Ended
December
31,
2014
Compared
to
Year
Ended
December
31,
2013
. Cash provided by operating activities totaled $444 million in 2014 compared
to cash used in operating activities of $270 million in 2013. The increase in cash provided by operating activities of $714 million was primarily driven by lower
cash interest payments due to the discontinuation of interest paid on pre-Petition debt and a decrease in cash used for margin deposits, partially offset by lower cash
received from commodity hedging and trading activities reflecting lower gains on the natural gas hedging program.

Financing Cash Flows

Nine
Months
Ended
September
30,
2016
Compared
to
Nine
Months
Ended
September,
2015.


Cash provided by financing activities totaled $1.913 billion in
2016 compared to cash used in financing activities of $20 million in 2015. Activity in 2016 reflected $2.040 billion in net borrowings under the TCEH DIP Roll
Facilities and the TCEH DIP Facility, including $870 million in net borrowings to fund the Lamar and Forney Acquisition. Activity in 2016 also reflected $112
million in fees related to the issuance of the TCEH DIP Roll Facilities. Activity in 2016 and 2015 reflected debt repayments of $15 million and $20 million,
respectively.

Year
Ended
December
31,
2015
Compared
to
Year
Ended
December
31,
2014.
Cash used in financing activities totaled $30 million in 2015 compared to
cash provided by financing activities of $1.111 billion in 2014. Activity in 2015 reflected the repayments of certain debt principal and fees. Activity in 2014
reflected $1.425 billion in borrowings from the TCEH DIP Facility, partially offset by $223 million in principal payments for pollution control revenue bonds and
$92 million in fees associated with establishment of the TCEH DIP Facility.

Year
Ended
December
31,
2014
Compared
to
Year
Ended
December
31,
2013.
Cash provided by financing activities totaled $1.111 billion in 2014 compared
to cash used in financing activities of $175 million in 2013. Activity in 2014 reflected $1.425 billion in borrowings from the TCEH DIP Facility, partially offset by
$223 million in principal payments for pollution control revenue bonds and $92 million in payment of fees associated with establishment of the TCEH DIP Facility.
Activity in 2013 reflected scheduled repayments of debt and an $82 million repayment resulting from the termination of the accounts receivable securitization
program.

See Notes 11 and 12 to the 2015 Annual Financial Statements for further details of the TCEH DIP Facility and pre-Petition debt.

Investing Cash Flows

Nine
Months
Ended
September
30,
2016
Compared
to
Nine
Months
Ended
September
30,
2015.


Cash used in investing activities totaled $1.288 billion and
$330 million in 2016 and 2015, respectively. Cash used in 2016 reflected payments of $1.343 billion related to the Lamar and Forney Acquisition net of cash
acquired and capital expenditures (including nuclear fuel purchases) totaling $263 million, partially offset by a $365 million decrease in restricted cash used to
backstop letters of credit.

Capital expenditures, including nuclear fuel, during the nine months ended September 30, 2016 totaled $263 million and consisted of:
 

 •  $171 million, primarily for our existing generation operations;
 

 •  $40 million for environmental expenditures related to generation units;
 

 •  $33 million for nuclear fuel purchases, and
 

 •  $19 million for information technology, nuclear generation and other corporate investments.
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Year
Ended
December
31,
2015
Compared
to
Year
Ended
December
31,
2014
. Cash used in investing activities totaled $650 million and $458 million in
2015 and 2014, respectively. Cash used in 2015 reflected capital expenditures (including nuclear fuel purchases) totaling $460 million and a $123 million increase
in restricted cash largely for supporting letters of credit issued under the TCEH DIP Facility. Cash used in 2014 reflected capital expenditures (including nuclear
fuel purchases) totaling $413 million and a $350 million increase in restricted cash supporting letters of credit issued under the TCEH DIP Facility, partially offset
by $392 million in restricted cash released from an escrow account when certain letters of credit were drawn.

Capital expenditures, including nuclear fuel, in 2015 totaled $460 million and consisted of:
 

 •  $230 million, primarily for our existing generation operations;
 

 •  $82 million for environmental expenditures related to generation units;
 

 •  $123 million for nuclear fuel purchases, and
 

 •  $25 million for information technology and other corporate investments.

Year
Ended
December
31,
2014
Compared
to
Year
Ended
December
31,
2013
. Cash used in investing activities totaled $458 million in 2014 and cash
provided by investing activities totaled $16 million in 2013. The increase in cash used in investing activities of $474 million reflected $698 million in cash
provided in 2013 from EFH Corp.’s repayment of the TCEH demand notes. This was partially offset by a net $42 million source of cash from restricted cash
activity in 2014 reflecting a $392 million source of cash from a collateral account when certain letters of credit were drawn, partially offset by a $350 million use of
restricted cash supporting new letters of credit issued under the TCEH DIP Facility. Other favorable changes in investing activity in 2014 included a reduction in
capital expenditures (including nuclear fuel purchases) of $175 million to $413 million, due to scope and timing of capital projects, including certain cancelled or
deferred mining and generation projects, timing and costs of nuclear fuel purchases and pre-Petition payments that were stayed due to the Bankruptcy Filing.
Investing cash flows were also favorably affected by $40 million in cash used in 2013 to acquire the owner participant interest in a trust established to lease six
natural gas-fired combustion turbines to us.

Capital expenditures, including nuclear fuel, in 2014 totaled $413 million and consisted of:
 

 •  $248 million, primarily for our existing generation operations;
 

 •  $76 million for environmental expenditures related to generation units;
 

 •  $77 million for nuclear fuel purchases, and
 

 •  $12 million for information technology, nuclear generation development and other corporate investments.

Debt Activity

In August 2016, our Predecessor entered into a $4.25 billion senior secured super-priority TCEH DIP Roll Facility consisting of (1) the TCEH DIP Roll
Revolving Credit Facility with borrowing capacity of $750 million, none of which was outstanding at September 30, 2016, (2) the TCEH DIP Roll Term Loan
Letter of Credit Facility with borrowing capacity of $650 million, which was fully funded at September 30, 2016 and (3) the TCEH DIP Roll Term Loan Facility
with a borrowing capacity of $2.85 billion, which was fully funded at September 30, 2016. The maturity date of the TCEH DIP Roll Facilities was the earlier of (a)
October 31, 2017 or (b) the Effective Date. Net proceeds from the TCEH DIP Roll Facilities totaled $3.465 billion and were used to repay $2.65 billion outstanding
under the TCEH DIP Facility, fund a $650 million collateral account used to backstop the issuances of letters of credit and pay $107 million of issuance costs. The
remaining balance was used for general business purposes. In the September 30, 2016 condensed consolidated balance sheet, the borrowings under the TCEH DIP
Roll Facilities were reported as noncurrent liabilities.

On the Effective Date, the TCEH DIP Roll Facilities were converted into the Vistra Operations Credit Facilities of Vistra Operations Company LLC. As of
the Effective Date, the Vistra Operations Credit Facilities
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consisted of (i) a senior secured first lien revolving credit facility in an aggregate principal amount of $750 million, with a 5-year maturity, including both a letter of
credit sub-facility and a swingline loan facility, which we refer to as the Initial Revolving Credit Facility, (ii) a senior secured term loan B facility in an aggregate
principal amount of $2.85 billion, with a 7-year maturity, which we refer to as the Initial Term Loan B Facility, and (iii) a senior secured term loan C facility in an
aggregate principal amount of $650 million, with a 7-year maturity, which we refer to as the Term Loan C Facility. On December 14, 2016, Vistra Operations
obtained (i) $1 billion aggregate principal amount of incremental term loans, which we refer to as the 2016 Incremental Term Loans, and together with the Initial
Term Loan B Facility, the Term Loan B Facility, and (ii) $110 million of incremental revolving credit commitments, which we refer to as the 2016 Incremental
Revolving Credit Commitments, and together with the Initial Revolving Credit Facility, the Revolving Credit Facility. In addition, Vistra Operations increased the
aggregate amount of letters of credit available under the Revolving Credit Facility from $500 million to $600 million. We refer to the Term Loan B Facility and the
Term Loan C Facility as the Term Loan Facilities and to the Revolving Credit Facility and the Term Loan Facilities as the Vistra Operations Credit Facilities.

As of December 15, 2016, after giving effect to the borrowing of the 2016 Incremental Term Loans, $0, $3.85 billion and $650 million of loans were
outstanding under the Revolving Credit Facility, the Term Loan B Facility and the Term Loan C Facility, respectively. Additionally, the size of the Revolving
Credit Facility, the Term Loan B Facility and the Term Loan C Facility can each be increased, subject to a limit set forth in the credit agreement, pursuant to an
uncommitted incremental facility.

In February 2017, Vistra Operations entered into an amendment to the credit agreement to reduce the interest rates on the Initial Term Loan B Facility, Term
Loan C Facility and Revolving Credit Facility. As of February 6, 2017 borrowings under the Revolving Credit Facility bear interest at a rate equal to, at our option,
either a LIBOR plus an applicable margin of 2.75% or a base rate plus an applicable margin of 1.75%, and borrowings under the Initial Term Loan B Facility and
the Term Loan C Facility bear interest at a rate equal to, at our option, either a LIBOR (subject to a LIBOR floor of .75%) plus an applicable margin of 2.75% or a
base rate plus an applicable margin of 1.75%. The 2016 Incremental Term Loans bear interest at a rate equal to, at our option, either a LIBOR (subject to a LIBOR
floor of .75%) plus an applicable margin of 3.25% or a base rate plus an applicable margin of 2.25%.

In December 2016, Vistra Operations executed $3 billion aggregate notional amount of pay fixed, receive floating interest rate swaps to hedge a portion of
its LIBOR interest rate exposure on its outstanding term loans.

We are required to make scheduled quarterly payments on the Term Loan B Facility in annual amounts equal to 1.0% of the original principal amount of the
Term Loan B Facility for six years and three quarters, with the balance paid at maturity.

In addition, we are required to prepay outstanding loans under the Term Loan Facilities, subject to certain exceptions, with:
 

 •  100% of the net cash proceeds of any issuance or incurrence of debt, other than proceeds from debt permitted under the Vistra Operations Credit
Facilities; and

 

 •  100% of the net cash proceeds of all non-ordinary course asset sales, other dispositions of property or certain casualty events, in each case subject to
certain exceptions and provided that we may reinvest those proceeds in assets to be used in its business or in certain other permitted investments.

We may make voluntary prepayments of outstanding loans under the Term Loan B Facilities and the Revolving Credit Facility and voluntary reductions of
the unutilized portion of the commitments under the Revolving Credit Facility without penalty, subject to customary “breakage” costs with respect to LIBOR loans.

Term loans under the Term Loan B Facility and the Term Loan C Facility are prepayable at any time without premium or penalty; provided that there will be
a 1.00% prepayment premium in connection with any
 

86



Table of Contents

repricing of such term loans that reduces the interest rate prior to (i) August 6, 2017, with respect to any term loans under the Initial Term Loan B Facility or Term
Loan C Facility or (ii) June 14, 2017, with respect to any 2016 Incremental Term Loans.

The Revolving Credit Facility requires that we, subject to a testing threshold, comply on a quarterly basis with a maximum consolidated first lien net
leverage ratio of 4.25 to 1.00. The testing threshold will be satisfied at any time at which the sum of outstanding revolving credit facility loans and revolving letters
of credit (excluding up to $100 million of undrawn revolving letters of credit and cash collateralized or backstopped letters of credit) exceeds 30% of the
outstanding commitments under the Revolving Credit Facility at such time.

The Vistra Operations Credit Facilities contain restrictive covenants that limit Vistra Operations’ ability and the ability of its restricted subsidiaries to, among
other things, (i) incur additional indebtedness or issue certain preferred shares, (ii) make certain investments, loans, and advances (including acquisitions), (iii)
consolidate, merge, sell or otherwise dispose of all or any part of its assets, (iv) pay dividends or make distributions or other restricted payments, (v) create liens on
certain assets, (vi) sell assets, (vii) enter into certain transactions with affiliates, (viii) enter into sale-leaseback transactions, (ix) restrict dividends from our
subsidiaries or restrict liens and (x) modify the terms of certain debt agreements. Each of these covenants is subject to customary or agreed-upon exceptions,
baskets and thresholds.

The Vistra Operations Credit Facilities also contain certain other customary affirmative covenants, including requirements to provide financial and other
information to agents, to not change our lines of business and events of default, including events of default resulting from non-payment of any principal, interest or
fees, material breaches of representations and warranties, failure to comply with the consolidated first lien net leverage rates covenant with respect to the Revolving
Credit Facility, defaults under other agreements and instruments and the entry of a final judgment exceeding $300 million against Vistra Operations and its
restricted subsidiaries, each subject to customary or agreed-upon exceptions, baskets and thresholds (including equity cure provisions).

We believe that we are in compliance with all of our restrictive and affirmative covenants.

Available Liquidity

The following table summarizes changes in available liquidity at December 15, 2016, September 30, 2016 and December 31, 2015:
 

   Available Liquidity  

   
December 15,

2016    
September 30,

2016    
December 31,

2015  
   (in
millions)  
Cash and cash equivalents (a)   $ 1,836    $ 1,829    $ 1,400  
TCEH DIP Roll Revolving Credit Facility    N/A     750     — 
Original TCEH debtor-in-possession revolving credit facility    N/A     —    1,950  
TCEH DIP Roll Term Loan Letter of Credit Facility    N/A     104     — 
Revolving Credit Facility (b)    860     N/A     N/A  
Initial Term Loan B Facility    —    N/A     N/A  
Term Loan C Facility    124     N/A     N/A  

    
 

    
 

    
 

Total liquidity   $ 2,820    $ 2,683    $ 3,350  
    

 

    

 

    

 

 
(a) Includes proceeds from the 2016 Incremental Term Loans used to fund the 2016 Special Dividend. Cash and cash equivalents at December 15, 2016,

September 30, 2016 and December 31, 2015 exclude $650 million, $650 million and $1.026 billion, respectively, of restricted cash held for letter of credit
support.
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(b) The 2016 Incremental Revolving Credit Commitments increased borrowing capacity from $750 million to $860 million in December 2016 in connection
with the 2016 Incremental Term Loans. See “— Debt Activity.”

The decrease in available liquidity of $667 million in the nine months ended September 30, 2016 compared to December 31, 2015 was primarily driven by
$2.040 billion in net borrowings under the TCEH DIP Roll Facilities and the TCEH DIP Facility, including $870 million in net borrowings to fund the Lamar and
Forney Acquisition, $1.064 billion in cash interest payments (including adequate protection payments), $263 million in capital expenditures (including nuclear fuel
purchases) and $104 million of cash used to pay for reorganization expenses.

Based upon our current internal financial forecasts, we believe that we will have sufficient amounts available under the Vistra Operations Credit Facilities,
plus cash generated from operations, to fund our anticipated cash requirements through at least the next 12 months.

Capital Expenditures

Capital expenditures and nuclear fuel purchases for 2016 are expected to total approximately $375 million and include:
 

 •  $260 million for investments in generation facilities, including approximately:
 

 •  $210 million for major maintenance and
 

 •  $50 million for environmental expenditures related to the MATS and other regulations;
 

 •  $75 million for nuclear fuel purchases; and
 

 •  $40 million for information technology and other corporate investments.

Pension and OPEB Plan Funding

See Note 18 to the 2015 Annual Financial Statements.

Liquidity Effects of Commodity Hedging and Trading Activities

We have entered into commodity hedging and trading transactions that require us to post collateral if the forward price of the underlying commodity moves
such that the hedging or trading instrument we hold has declined in value. We use cash, letters of credit and other forms of credit support to satisfy such collateral
posting obligations. See “— Debt Activity” above for discussion of the Vistra Operations Credit Facilities.

Exchange cleared transactions typically require initial margin ( i.e.
, the upfront cash and/or letter of credit posted to take into account the size and maturity
of the positions and credit quality) in addition to variation margin ( i.e.
, the daily cash margin posted to take into account changes in the value of the underlying
commodity). The amount of initial margin required is generally defined by exchange rules. Clearing agents, however, typically have the right to request additional
initial margin based on various factors, including market depth, volatility and credit quality, which may be in the form of cash, letters of credit, a guaranty or other
forms as negotiated with the clearing agent. Cash collateral received from counterparties is either used for working capital and other business purposes, including
reducing borrowings under credit facilities, or is required to be deposited in a separate account and restricted from being used for working capital and other
corporate purposes. With respect to over-the-counter transactions, counterparties generally have the right to substitute letters of credit for such cash collateral. In
such event, the cash collateral previously posted would be returned to such counterparties, which would reduce liquidity in the event the cash was not restricted.
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At September 30, 2016, TCEH received or posted cash and letters of credit for commodity hedging and trading activities as follows:
 

 •  $42 million in cash has been posted with counterparties as compared to $6 million posted at December 31, 2015;
 

 •  $64 million in cash has been received from counterparties as compared to $152 million received at December 31, 2015;
 

 •  $399 million in letters of credit have been posted with counterparties as compared to $230 million posted at December 31, 2015; and
 

 •  $2 million in letters of credit have been received from counterparties as compared to $3 million received at December 31, 2015.

Income Tax Matters

See “— Application of Critical Accounting Policies — Accounting for Income Taxes” above.

EFH Corp files a U.S. federal income tax return that, prior to the Effective Date, included the results of our Predecessor, which was classified as a
disregarded entity for U.S. federal income tax purposes. Subsequent to the Effective Date, the TCEH Debtors and the EFH Shared Services Debtors are no longer
included in the EFH Corp. consolidated group and will be included in a consolidated group of which Vistra Energy is the corporate parent. Prior to the Effective
Date, EFH Corp. and certain of its subsidiaries (including EFCH and TCEH) were parties to a Federal and State Income Tax Allocation Agreement, which
provided, among other things, that any corporate member or disregarded entity in the EFH Corp. group was required to make payments to EFH Corp. in an amount
calculated to approximate the amount of tax liability such entity would have owed if it filed a separate corporate tax return. Pursuant to the Plan of Reorganization,
the TCEH Debtors and the EFH Shared Services Debtors rejected this agreement on the Effective Date. Additionally, since the date of the Settlement Agreement,
no further cash payments among the Debtors were made in respect of federal income taxes. EFH Corp. has elected to continue to allocate federal income taxes
among the entities that are parties to the Federal and State Income Tax Allocation Agreement. The Settlement Agreement did not alter the allocation and payment
for state income taxes, which continued to be settled prior to the Effective Date.

The T-Side Debtors and the EFH Shared Services Debtors emerged from the Chapter 11 Cases on the Effective Date in a tax-free spin-off from EFH Corp
that was part of a series of transactions that included a taxable component, which generated a taxable gain that will be offset with available net operating losses
(NOLs) of EFH Corp., substantially reducing the NOLs available to EFH Corp. in the future. The EFH Corp. consolidated group’s NOLs as of December 31, 2016
(including current year losses and prior year carryforwards) prior to taking into account Emergence transaction impacts are estimated to be approximately $7.4
billion, and we expect that approximately $5.5 billion to $6.0 billion of those losses will be used to offset the taxable gain from Emergence.

Capitalization

At September 30, 2016, our capitalization ratios consisted of 304.4% borrowings under the TCEH DIP Roll Facilities, debt (less amounts due currently) and
pre-Petition notes, loans and other debt reported as liabilities subject to compromise, and (204.4)% membership equity interests. Total borrowings under the TCEH
DIP Roll Facilities, debt and pre-Petition notes, loans and other debt reported as liabilities subject to compromise to capitalization was 304.3% at September 30,
2016.

At December 31, 2015, our capitalization ratios consisted of 324.1% borrowings under the TCEH DIP Facility (classified as due currently), debt (less
amounts due currently) and pre-Petition notes, loans and other debt reported as liabilities subject to compromise, and (224.1)% membership equity interests. Total
borrowings under the TCEH DIP Facility, debt and pre-Petition notes, loans and other debt reported as liabilities subject to compromise to capitalization was
323.7% at December 31, 2015.
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At December 31, 2014, our capitalization ratios consisted of 220.4% borrowings under the TCEH DIP Facility, debt (less amounts due currently) and pre-
Petition notes, loans and other debt reported as liabilities subject to compromise, and (120.4%) membership equity interests. Total borrowings under the TCEH DIP
Facility, debt and pre-Petition notes, loans and other debt reported as liabilities subject to compromise to capitalization was 220.2% at December 31, 2014.

Collateral Support Obligations

The Railroad Commission of Texas (RCT) has rules in place to assure that parties can meet their mining reclamation obligations. In September 2016, the
RCT agreed to a collateral bond of up to $975 million to support Luminant’s reclamation obligations. The collateral bond is effectively a first lien on all of Vistra
Operations’ assets (which ranks pari passu with the Vistra Operations Credit Facilities) that contractually enables the RCT to be paid (up to $975 million) before
the other first lien lenders in the event of a liquidation of our assets. Collateral support relates to land mined or being mined and not yet reclaimed as well as land
for which permits have been obtained but mining activities have not yet begun and land already reclaimed but not released from regulatory obligations by the RCT,
and includes cost contingency amounts.

The PUCT has rules in place to assure adequate creditworthiness of each REP, including the ability to return customer deposits, if necessary. Under these
rules, at September 30, 2016, TCEH posted letters of credit in the amount of $55 million, which is subject to adjustments. Such amount remains posted.

ERCOT has rules in place to assure adequate creditworthiness of parties that participate in the day-ahead, real-time and congestion revenue rights markets
operated by ERCOT. Under these rules, TCEH has posted collateral support, in the form of letters of credit, totaling $110 million at September 30, 2016 (which is
subject to daily adjustments based on settlement activity with ERCOT). Such amount remains posted.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.

Contractual Obligations and Commitments

The following table summarizes the amounts and related maturities of our contractual cash obligations at September 30, 2016. Borrowings under the 2016
Incremental Term Loans and the Tax Receivable Agreement obligation are not included in the table below. Pre-Petition liabilities subject to compromise ( i.e.
,
obligations incurred or accrued prior to the Bankruptcy Filing) were, at September 30, 2016, being administered by the Bankruptcy Court and are excluded from
the table below due to the uncertainty, at September 30, 2016, related to when those obligations will mature. As part of the Chapter 11 Cases, we have rejected or
renegotiated certain contractual obligations and commitments, including certain leases, commodity purchase and service agreements. These new terms are reflected
in the table below.
 

Contractual Cash Obligations:   
Less Than 

One Year (a)   

One to 
Three 
Years    

Three to 
Five 
Years    

More 
Than Five 

Years    Total  
   (in
millions)  
Debt — principal, including capital leases (b)   $ 3    $3,501    $ —   $ —   $3,504  
Debt — interest (c)    44     148     —    —    192  
Operating leases    5     45     40     85     175  
Obligations under commodity purchase and services agreements (d)    194     295     123     442     1,054  

    
 

    
 

    
 

    
 

    
 

Total contractual cash obligations   $ 246    $3,989    $ 163    $ 527    $4,925  
    

 

    

 

    

 

    

 

    

 

 
(a) Represents the period from October 1, 2016 to December 31, 2016.
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(b) Includes $3.5 billion of borrowings under the TCEH DIP Roll Facilities and $4 million principal amount of long-term debt, including capital leases.
Excludes unamortized discounts and fair value premiums and discounts related to purchase accounting. On the Effective Date, the TCEH DIP Roll Facilities
converted to the Vistra Operations Credit Facilities, with maturity dates of August 2021 for the revolving credit facility and August 2023 for the term loan
facilities (see Note 2 to the September 30, 2016 Quarterly Financial Statements).

(c) Contractual and adequate protection interest payments are excluded.
(d) Includes capacity payments, nuclear fuel and natural gas take-or-pay contracts, coal contracts, business services and nuclear related outsourcing and other

purchase commitments. Amounts presented for variable priced contracts reflect the year-end 2015 price for all periods except where contractual price
adjustment or index-based prices are specified.

The following are not included in the table above:
 

 •  liabilities subject to compromise;
 

 •  arrangements between affiliated entities and intercompany debt;
 

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

 

 •  contracts that are cancellable without payment of a substantial cancellation penalty; and
 

 •  employment contracts with management.

Guarantees   — See Note 11 to the September 30, 2016 Quarterly Financial Statements and Note 13 to the 2015 Annual Financial Statements for a
discussion of guarantees.

Quantitative and Qualitative Disclosures about Market Risk

Market risk is the risk that in the ordinary course of business we may experience a loss in value as a result of changes in market conditions that affect
economic factors such as commodity prices, interest rates and counterparty credit. Our exposure to market risk is affected by a number of factors, including the
size, duration and composition of our power and financial portfolio, as well as the volatility and liquidity of markets. Instruments used to manage this exposure
include interest rate swaps to hedge cash outflows associated with interest expense, as well as exchange-traded, over-the-counter contracts and other contractual
arrangements to hedge commodity prices.

Risk Oversight

We manage the commodity price, counterparty credit and commodity-related operational risk related to our business within limitations established by senior
management and in accordance with overall risk management policies. Interest rate risk is managed centrally by the corporate treasury function. Market risks are
monitored by risk management groups that operate independently of the wholesale commercial operations, utilizing defined practices and analytical methodologies.
These techniques measure the risk of change in value of the portfolio of contracts and the hypothetical effect on this value from changes in market conditions and
include, but are not limited to, position review, Value at Risk (VaR) methodologies and stress test scenarios. Key risk control activities include, but are not limited
to, transaction review and approval (including credit review), operational and market risk measurement, transaction authority oversight, validation of transaction
capture, market price validation and reporting, and portfolio valuation and reporting, including mark-to-market valuation, VaR and other risk measurement metrics.

Commodity Price Risk

Our business is subject to the inherent risks of market fluctuations in the price of electricity, natural gas and other energy-related products we market or
purchase. We actively manage the portfolio of generation assets, fuel
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supply and retail sales load to mitigate the near-term impacts of these risks on our results of operations and cash flows. Similar to other participants in the market,
we cannot fully manage the long-term value impact of structural declines or increases in natural gas and electricity prices.

In managing electricity price risk, we enter into a variety of market transactions, including, but not limited to, short- and long-term contracts for physical
delivery, exchange-traded and over-the-counter financial contracts and bilateral contracts with customers. Activities include hedging, the structuring of long-term
contractual arrangements and other risk management activities. We continuously monitor the valuation of identified risks and adjust positions based on current
market conditions. We strive to use consistent assumptions regarding forward market price curves in evaluating and recording the effects of commodity price risk.

VaR
Methodology


— A VaR methodology is used to measure the amount of market risk that exists within the portfolio under a variety of market
conditions. The resultant VaR produces an estimate of a portfolio’s potential for loss given a specified confidence level and considers, among other things, market
movements utilizing standard statistical techniques given historical and projected market prices and volatilities.

A Monte Carlo simulation methodology is used to calculate VaR and is considered by management to be the most effective way to estimate changes in a
portfolio’s value based on assumed market conditions for liquid markets. The use of this method requires a number of key assumptions, such as use of: (i) an
assumed confidence level; (ii) an assumed holding period ( i.e.
, the time necessary for management action, such as to liquidate positions); and (iii) historical
estimates of volatility and correlation data. The tables below detail certain VaR measures related to various portfolios of contracts.

VaR
for
Energy-Related
Contracts
Subject
to
Mark-to-Market
(MtM)
Accounting


— This measurement estimates the potential loss in fair value, due to
changes in market conditions, of all contracts marked-to-market in net income (principally hedges not accounted for as cash flow hedges), based on a 95%
confidence level and an assumed holding period of five to 60 days.
 

   
September 30,

2016    
December 31,

2015  
   (in
millions)  
Month-end average MtM VaR:   $ 63    $ 68  
Month-end high MtM VaR:   $ 118    $ 97  
Month-end low MtM VaR:   $ 30    $ 49  

The increase in the month-end high MtM VaR risk measure reflected increased commodity positions, higher natural gas prices and increased price volatility
during the second quarter of 2016.
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Interest Rate Risk

The following table provides information concerning our financial instruments at September 30, 2016 and December 31, 2015, 2014 and 2013 that are
sensitive to changes in interest rates, which include debtor-in-possession financing and pre-Petition obligations that are fully secured and other obligations that are
allowed to be paid as ordered by the Bankruptcy Court. Other pre-Petition obligations ( i.e.
, obligations incurred or accrued prior to the Bankruptcy Filing) were, at
each applicable date, being administered by the Bankruptcy Court and are excluded from the table below due to the uncertainty, at such time, related to when those
obligations will mature.
 

  

September 30, 
2016 
Total 

Carrying 
Amount   

September 30, 
2016 

Total Fair 
Value   

December 31, 
2015 
Total 

Carrying 
Amount   

December 31, 
2015 

Total Fair 
Value   

December 31, 
2014 
Total 

Carrying 
Amount   

December 31, 
2014 

Total Fair 
Value   

December 31, 
2013 
Total 

Carrying 
Amount   

December 31, 
2013 

Total Fair 
Value  

  (in
millions,
except
percentage
amounts)  
Debt amounts (a):         

Long-term debt not subject to
compromise  $ 2   $ 2   $ 15   $ 15   $ 31   $ 27    9,455    2,122  

Average interest rate   1.74%    6.71%    6.98%    11.13%  
Borrowings under applicable

debtor-in-possession credit
facility  $ 3,500   $ 3,526   $ 1,425   $ 1,411   $ 1,425   $ 1,430    20,787    14,394  

Average interest 
rate (b)   5.00%    3.75%    3.75%    4.50%  

     
 

   
 

   
 

   
 

   
 

   
 

Total debt  $ 3,502   $ 3,528   $ 1,440   $ 1,426   $ 1,456   $ 1,457    30,242    16,516  
     

 

   

 

   

 

   

 

   

 

   

 

 
(a) Capital leases and the effects of unamortized premiums and discounts are excluded from the table.
(b) The weighted average interest rate presented is based on the rate in effect at each applicable date.

In December 2016, Vistra Operations executed $3 billion aggregate notional amount of pay fixed, receive floating interest rate swaps to hedge a portion of
its LIBOR interest rate exposure on its outstanding term loans.

Credit Risk

Credit risk relates to the risk of loss associated with nonperformance by counterparties. We maintain credit risk policies with regard to our counterparties to
minimize overall credit risk. These policies prescribe practices for evaluating a potential counterparty’s financial condition and liquidity, credit rating and other
quantitative and qualitative credit criteria and authorize specific risk mitigation tools, including, but not limited to, use of standardized master agreements that allow
for netting of positive and negative exposures associated with a single counterparty. We have processes for monitoring and managing credit exposure of our
businesses, including methodologies to analyze counterparties’ financial strength, measurement of current and potential future exposures and contract language that
provides rights for netting and setoff. Credit enhancements such as parental guarantees, letters of credit, surety bonds, margin deposits and customer deposits are
also utilized. Additionally, individual counterparties and credit portfolios are managed to assess overall credit exposure.

Credit Exposure   — Our gross exposure to credit risk associated with trade accounts receivable (retail and wholesale) and net asset positions (before
collateral) arising from commodity contracts and hedging and trading activities totaled $871 million at September 30, 2016. The components of this exposure are
discussed in more detail below.

Assets subject to credit risk at September 30, 2016 include $532 million in retail trade accounts receivable before taking into account cash deposits held as
collateral for these receivables totaling $50 million. We believe the risk of material loss (after consideration of bad debt allowances) from nonperformance by these
customers is unlikely based upon historical experience. Allowances for uncollectible accounts receivable are established for the potential loss from nonpayment by
these customers based on historical experience, market or operational conditions and changes in the financial condition or liquidity of large business customers.

The remaining credit exposure arises from wholesale trade receivables and amounts associated with derivative instruments related to hedging and trading
activities. Counterparties to these transactions include energy companies, financial
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institutions, electric utilities, independent power producers, oil and gas producers, local distribution companies and energy marketing companies. At September 30,
2016, the exposure to credit risk from these counterparties totaled $339 million consisting of accounts receivable of $138 million and net asset positions related to
commodity contracts of $201 million, after taking into account the netting provisions of the master agreements described above but before taking into account $66
million in collateral (cash, letters of credit and other credit support). The net exposure (after collateral) of $273 million decreased $59 million in the nine months
ended September 30, 2016.

Of this $273 million net exposure, 93% is with investment grade customers and counterparties, as determined by our internal credit evaluation process,
which is based on publicly available information such as major rating agencies’ published ratings as well as internal credit methodologies and credit scoring
models. We routinely monitor and manage credit exposure to these customers and counterparties based on, but not limited to, our assigned credit rating, margining
and collateral management.

The following table presents the distribution of credit exposure at September 30, 2016. This credit exposure largely represents wholesale trade accounts
receivable and net asset positions related to commodity contracts and hedging and trading activities recognized as derivative assets in our condensed consolidated
balance sheet, after taking into consideration netting provisions within each contract, setoff provisions in the event of default and any master netting contracts with
counterparties. Credit collateral includes cash and letters of credit, but excludes other credit enhancements such as liens on assets.
 

   September 30, 2016  

   

Exposure 
Before Credit

Collateral   
Credit 

Collateral   
Net 

Exposure 
   (in
millions,
except
percentage
amounts)  
Investment grade   $ 303   $ 49    $ 254  
Below investment grade or no rating    36    17     19  

    
 

   
 

    
 

Totals   $ 339   $ 66    $ 273  
    

 

   

 

    

 

Investment grade    89.4%     93.0% 
Below investment grade or no rating    10.6%     7.0% 

In addition to the exposures in the table above, contracts classified as “normal” purchase or sale and non-derivative contractual commitments are not marked-
to-market in the financial statements. Such contractual commitments may contain pricing that is favorable considering current market conditions and therefore
represent economic risk if the counterparties do not perform. Nonperformance could have a material impact on future results of operations, liquidity and financial
condition.

Significant (10% or greater) concentration of credit exposure exists with two counterparties, which represented 39% and 14% of our $273 million net
exposure. We view exposure to these counterparties to be within an acceptable level of risk tolerance due to the counterparties’ credit ratings, each of which we rate
as investment grade, the counterparties’ market role and deemed creditworthiness and the importance of our business relationship with the counterparties. An event
of default by one or more counterparties could subsequently result in termination-related settlement payments that reduce available liquidity if amounts such as
margin deposits are owed to the counterparties or delays in receipts of expected settlements owed to us. While the potential concentration of risk with these
counterparties is viewed to be within an acceptable risk tolerance, the exposure to hedge counterparties is managed through the various ongoing risk management
measures described above.
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Business

Our Company

Vistra Energy is a leading energy company operating an integrated power business in Texas, which includes TXU Energy and Luminant. Through TXU
Energy and Luminant, our integrated business engages in retail sales of electricity and related services to end users, wholesale electricity sales and purchases,
power generation, commodity risk management, fuel production and fuel logistics management. We are committed to providing superior customer service,
maintaining operational excellence, applying an integrated approach to managing risk, applying a disciplined approach to managing costs, continuing our track
record of superior corporate responsibility and citizenship and effectively managing through varying business cycles in the competitive power markets. Our goal is
to deliver long-term value to our stockholders by maintaining a strong balance sheet and strong liquidity profile in order to provide us with the flexibility to pursue
a range of capital deployment strategies, including investing in our current business, funding attractive organic and acquisition-driven growth opportunities and
returning capital to our stockholders.

We operate as an integrated company that provides complete electricity solutions to our customers and to the broader ERCOT market. Our company is
comprised of:
 

 
•  our brand name retail electricity provider business, TXU Energy™, which is the largest retailer of electricity in Texas with approximately 1.7 million

residential, commercial and industrial customers as of September 30, 2016, and maintains the highest residential customer retention rate of any Texas
retail provider in its respective core market;

 

 •  our electricity generation business, Luminant, which is the largest generator of electricity in ERCOT, operating approximately 17,000 MW of fuel-
diverse installed capacity in ERCOT as of September 30, 2016;

 

 

•  our wholesale commodity risk management operation, which dispatches our generation fleet in response to market conditions, markets the electricity
generated by our facilities to our customers (including TXU Energy) and the broader ERCOT market, procures fuel from third parties for use at our
electric generating facilities and performs the risk management services for Luminant and TXU Energy that enables the delivery of cost-effective
electricity to the wholesale market and retail end-users;

 

 •  our mining, fuel handling and logistics operations, which supply fuel to our diverse fleet of electric generating facilities and manage our real property
holdings throughout the enterprise; and

 

 •  our efficient, low-cost support organizations, which provide the necessary services to meet our compliance obligations, support our integrated
electricity solutions and assist in conducting our business in an environmentally responsible and regulatory-compliant manner.

All of our operations teams (mining and fuel handling; wholesale commodity risk management, asset optimization and generation fleet dispatch; power
generation; retail electricity marketing, sales and services; and strategic sourcing, supply chain and procurement) are integrated. The integrated nature of these
operations allows us, where appropriate, to manage these operations with close alignment, which we believe provides us better market insight and a reduction of the
impact of commodity price volatility as compared to our non-integrated competitors. The balance between our retail and wholesale operations creates a uniquely
integrated company that is the largest power generator and retail provider of electricity in Texas. We sell retail electricity and value-added services, primarily
through TXU Energy, to approximately 1.7 million residential, commercial and industrial customers in Texas as of September 30, 2016. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Results of Operations — Operating Statistics” for more detail. Additionally, we sell
electricity and related products generated by our fleet of electric generating units, which had an aggregate of approximately 17,000 MW of generating capacity as
of September 30, 2016. We also procure wholesale electricity and related commodities to fuel our generation facilities and supply our retail
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business. We also manage a well-established mining operation that has over 40 years of experience in supplying fuel to our fleet in a safe and environmentally
responsible manner. Our generation portfolio is diverse and flexible in terms of fuel types and dispatch characteristics, which enables us to respond to changing
market conditions and regulatory developments. The charts below show our market-leading position among power generators and electricity retailers in Texas. We
believe the combination of these charts illustrates the unique opportunity that is created from our integrated business model.
 

 
Date: 2015
Source: SNL, a subscription service of S&P Global Market Intelligence

 

Date: 2015
Source: EIA
Note: Rankings do not combine a company that may own multiple brands.
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Our Integrated Business Model

We believe the key factor that distinguishes us from others in our industry is the integrated nature of our business ( i.e.
, pairing Luminant’s reliable and
efficient mining, generating and wholesale commodity risk management capabilities with TXU Energy’s retail platform) which, in our view, represents a unique
company structure in the competitive ERCOT market and other competitive electricity markets across the country. We believe our integrated business model
creates a unique opportunity because, relative to our non-integrated competitors, it reduces our exposure to commodity price movements and provides an
opportunity for greater earnings stability. Consequently, our integrated business model will be at the core of our business strategy.

The chart below depicts the integrated nature of our business and summarizes the key advantages of our integrated business model.
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To further illustrate the benefits of our integrated business model, the chart below highlights the competitive advantages we believe our integrated business
model offers as compared to our non-integrated competitors ( i.e.
, pure-play IPPs and non-integrated REPs).
 

           

    

 
IPP Model –

Competitive Pressures    
Retail Model –

Competitive Pressures      
Vistra Energy –

Integrated Advantage    
         

Commodity
Exposure Related

 
         

 

◾   Low price environment puts pressure
on “long” commodity IPP model

◾   Lack of depth of wholesale market
makes meaningful long term hedging
challenging

  

◾   Lowprice environment encourages
competitive entry

◾   Lackof market depth to hedge supply
requirements presents risk management
issue

   

◾   Mitigatescash flow volatility from
exposure to commodity prices

◾   Retailchannel provides an internal
offset to generation (and vice versa)

◾   Lowerhedging transaction and
collateral costs

  

 

                 
         

Impact of Technology

  

◾   Technology advancement in, and
subsidization of, wind, solar, and
storage

◾   Low load growth environment; trends
toward distributed generation and
efficiency

  

◾   Trend towards energy efficiency and
“green” products

   

◾   Opportunity to use customer
channels to expand integrated
model to new technology

◾   Creates new ways to engage
customers and promotes long term
relationships

  

 

                 
         

New
Entrants

  

◾   Continued new build at questionable
economics leads to high reserve
margins & volatility in capacity prices

  

◾   Very aggressive / unsustainable pricing
from new entrants / competitors

   

◾   Retail and wholesale diversification
provides earnings stability and
capital efficiencies relative to pure-
play new entrants

  

 

                 
         

Regulatory/ Political

  

◾   Regulatoryand political focus on
emissions

◾   Considerableoversight with numerous
restrictions on market behavior

◾   Onerousrules regarding asset
retirement

  

◾   ERCOT is only fully competitive retail
market in North America (price-to-beat
expired in 2007)

◾   Non ERCOT retail market faces
structural challenges
-



Default
provider
sets
effective
ceiling

price
-



Utilities
retain
most
customers
and

the
customer
interface,
limiting
opportunities
to
differentiate    

◾   As largest retail provider in
ERCOT, the only fully deregulated
retail market, TXU Energy lowers
risk profile of overall portfolio
compared to competitors in other
markets

 

 

           

Our Operations

Our primary operations consist of electricity solutions, including retail sales of electricity and related products to end users, power generation (including
operations and maintenance and outage and project management) and sales of electric generating unit output in the wholesale marketplace, asset optimization and
commodity risk management performed on an integrated basis for our retail and wholesale positions, and fuel logistics and management. These operations work
together on an integrated basis, which allows us to realize efficiencies and alignment in all aspects of the electricity generation and sales operation.

We operate solely in the growing ERCOT electricity market, which we view as one of the most attractive power markets in the United States. As described
in more detail below, ERCOT is an ISO that manages the flow of electricity to approximately 24 million Texas customers, representing approximately 90% of the
state’s load, and spanning approximately 75% of its geography, as of September 30, 2016.
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Retail

Texas has one of the fastest growing populations of any state in the United States and has a diverse economy, which has resulted in a significant and growing
competitive retail electricity market. We are an active participant in the competitive ERCOT market and continue to be a market leader, which we believe is driven
by, among other things, having one of the lowest customer complaint rates, according to the PUCT, having an integrated power generation operation that allows us
to efficiently obtain the electricity needed to serve our customers at the lowest cost, and leveraging the experience of our wholesale commodity risk management
operations to optimize our cost to procure electricity and other products on behalf of our customers. We provided electricity to approximately 24% of the residential
customers and 19% of the commercial customers in ERCOT, as of September 30, 2016 and March 31, 2016, respectively. We believe we have differentiated
ourselves by providing a distinctive customer experience predicated on delivering reliable and innovative power products and solutions to our customers, such as
Free Nights and Weekends residential plans, MyEnergy Dashboard SM , TXU Energy’s iThermostat product and mobile solutions, the TXU Energy Rewards
program, the TXU Energy Green UP SM renewable energy credit program and a diverse set of solar options, which give our customers choice, convenience and
control over how and when they use electricity and related services. We competitively market our retail electricity and related services to acquire, serve and retain
both retail and wholesale customers. Our wholesale customers represent a cross section of industrial users, other competitive retail electric providers,
municipalities, cooperatives and other end-users of electricity. We believe we are able to better serve our retail customers through our unique affiliation with our
wholesale commodity risk management personnel who are able to structure products and contracts in a way that offers significant value compared to stand-alone
retail electric providers. Additionally, our generation business protects our retail business from power price volatility, by allowing it to bypass bid-ask spread in the
market (particularly for illiquid products and time periods), which results in significantly lower collateral costs for our retail business as compared to other, non-
integrated retail electric providers. Moreover, our retail business insulates, to some extent, our wholesale generation business. This is because the retail load
requirements of our retail operations (primarily TXU Energy) provides a natural offset to the length of Luminant’s generation portfolio thereby reducing the
exposure to wholesale power price volatility as compared to a non-integrated pure-play IPP.

Generation

Our power generation fleet is diverse and flexible in terms of dispatch characteristics as our fleet includes baseload, intermediate/load-following and peaking
generation. Our wholesale commodity risk management business is responsible for dispatching our generation fleet in response to market needs after implementing
portfolio optimization strategies, thus linking and integrating the generation fleet production with our retail customer and wholesale sales opportunities. Market
demand, also known as load, faced by an electric power system such as ERCOT varies from moment to moment as a result of changes in business and residential
demand, much of which is driven by weather. Unlike most other commodities, the production and consumption of electricity must remain balanced on an
instantaneous basis. There is a certain baseline demand for electricity across an electric power system that occurs throughout the day, which is typically satisfied by
baseload generating units with low variable operating costs. Baseload generating units can also increase output to satisfy certain incremental demand and reduce
output when demand is unusually low. Intermediate/load-following generating units, which can more efficiently change their output to satisfy increases in demand,
typically satisfy a large proportion of changes in intraday load as they respond to daily increases in demand or unexpected changes in supply created by reduced
generation from renewable resources or other generator outages. Peak daily loads are typically satisfied by peaking units. Peaking units are typically the most
expensive to operate, but they can quickly start up and shut down to meet brief peaks in demand. In general, baseload units, intermediate/load-following units and
peaking units are dispatched into the ERCOT grid in order from lowest to highest variable cost. Price formation in ERCOT, as with other competitive power
markets in the United States, is typically based on the highest variable cost unit that clears the market to satisfy system demand at a given point in time.
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Our
Fleet

Luminant’s generation fleet consists of 50 power generation units, all of which are wholly-owned and operate within the ERCOT electricity market, with the
location, fuel types, dispatch characteristics and total installed nameplate generation capacity for each generation facility shown in the table below:
 

Name  
Location (all in the 

state of Texas)  Fuel Type  Dispatch Type  

Installed 
Nameplate 
Generation   

Number 
of Units

Comanche Peak  Somervell County  Nuclear  Baseload   2,300   2
Oak Grove  Robertson County  Lignite  Baseload   1,600   2
Sandow  Milam County  Lignite  Baseload   1,137   2
Big Brown  Freestone County  Lignite/Coal  Intermediate/Load Following   1,150   2
Martin Lake  Rusk County  Lignite/Coal  Intermediate/Load Following   2,250   3
Monticello  Titus County  Lignite/Coal  Intermediate/Load Following   1,880   3
Forney  Kaufman County  Natural Gas (CCGT)  Intermediate/Load Following   1,912   8
Lamar  Lamar County  Natural Gas (CCGT)  Intermediate/Load Following   1,076   6
Morgan Creek  Mitchell County  Natural Gas (CT)  Peaking   390   6
Permian Basin  Ward County  Natural Gas (CT)  Peaking   325   5
DeCordova  Hood County  Natural Gas (CT)  Peaking   260   4
Lake Hubbard  Dallas County  Natural Gas (Steam)  Peaking   921   2
Stryker Creek  Cherokee County  Natural Gas (Steam)  Peaking   685   2
Graham  Young County  Natural Gas (Steam)  Peaking   630   2
Trinidad  Henderson County  Natural Gas (Steam)  Peaking   244   1

      
 

  

Total      16,760   50
      

 

  

Our wholesale commodity risk management business also procures renewable energy credits from wind generation to support our electricity sales to
wholesale and retail customers to satisfy the increasing demand for renewable resources from such customers. As of September 30, 2016, we had long-term PPAs
to annually procure 390 MW of renewable energy. These renewable generation sources deliver electricity when conditions make them available, and, when on-line,
they generally compete with baseload units. Because they cannot be relied upon to meet demand continuously due to their dependence on weather and time of day,
these generation sources are categorized as non-dispatchable and create the need for intermediate/load-following resources to respond to changes in their output.

Our generation resources, which represented approximately 18% of the generation capacity in ERCOT as of September 30, 2016, allow us to annually
generate, procure and sell approximately 75-85 TWh of electricity to wholesale and retail customers from nuclear, natural gas, lignite, coal and renewable
generation resources. The chart below shows the diversification of our generation fleet in terms of fuel types and dispatch characteristics as of September 30, 2016.
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Generation
2016; % MWs

 

The map below shows our significant footprint in Texas and further demonstrates the integrated nature of our business.
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Fuel
Supply

Nuclear

We operate two nuclear generation units at the Comanche Peak plant site, each of which is designed for a capacity of 1,150 MW. Comanche Peak Unit 1 and
Unit 2 went into commercial operation in 1990 and 1993, respectively, and are generally operated at full capacity. Refueling (nuclear fuel assembly replacement)
outages for each unit are scheduled to occur every eighteen months during the spring or fall off-peak demand periods. Every three years, the refueling cycle results
in the refueling of both units during the same year, the latest of which occurred in 2014. We also expect to refuel both units during 2017. While one unit is
undergoing a refueling outage, the remaining unit is intended to operate at full capacity. During a refueling outage, other maintenance, modification and testing
activities are completed that cannot be accomplished when the unit is in operation. Over the last three years the refueling outage period per unit has ranged from 22
to 54 days. The Comanche Peak facility operated at a capacity factor of 99% and 92.5% in 2015 and 2014, respectively.

We have contracts in place for all our nuclear fuel requirements for 2017. We have contracts in place for the majority of our nuclear fuel through 2018. As
part of the Chapter 11 Cases, we terminated or renegotiated certain nuclear fuel contracts to provide for better economic or operational terms and conditions. We do
not anticipate any significant difficulties in acquiring uranium and contracting for associated conversion, enrichment and fabrication services in the foreseeable
future.

The nuclear industry has developed ways to store used nuclear fuel on site at nuclear generation facilities, primarily through the use of dry cask storage, since
there are no facilities for reprocessing or disposal of used nuclear fuel currently in operation in the United States. Luminant stores its used nuclear fuel on-site in
storage pools or dry cask storage facilities and believes its on-site used nuclear fuel storage capability is sufficient for the foreseeable future.

Lignite/Coal

Our lignite/coal-fueled generation fleet capacity totals 8,017 MW. Maintenance outages at these units are scheduled during the spring or fall off-peak
demand periods. Over the last three years, the total annual scheduled and unscheduled outages per unit averaged approximately 33 days in duration. Our
lignite/coal-fueled generation fleet operated at a capacity factor of 59.5% in 2015 and 69.6% in 2014. This performance reflects increased economic backdown of
the units and the seasonal suspension of certain units due to the persistent low wholesale power price environment in ERCOT.

We satisfy all of our fuel requirements at the Oak Grove and Sandow generation facilities with lignite that we mine. We meet our fuel requirements for the
Big Brown, Monticello and Martin Lake generation units by blending lignite we mine with coal purchased from multiple suppliers under contracts of various
lengths and transported from the Powder River Basin to our generation plants by railcar. In 2015, approximately 48% of the fuel used at the Big Brown, Monticello
and Martin Lake generation facilities and 69% of the fuel used at all of our lignite/coal-fueled generation facilities was supplied from surface minable lignite
reserves dedicated to our generation plants, which are located adjacent to the reserves.

As a result of projected mining development costs, current economic forecasts and regulatory uncertainty, in 2014, Luminant decided to transition the fuel
plans at its Big Brown and Monticello generation facilities to be fully fueled with coal from the Powder River Basin. As a result, it plans to discontinue lignite
mining operations at these sites once mining and reclamation of current mine sites is complete. Lignite mining and the majority of reclamation activities at these
facilities is expected to be completed by the end of 2020 unless economic forecasts and increased regulatory certainty justify additional mine development.
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Natural Gas

Our natural gas-fueled generation fleet capacity totals 6,443 MW. In April 2016, we acquired La Frontera Holdings, LLC the indirect owner of two
combined-cycle gas turbine (CCGT) natural gas fueled generation facilities located in ERCOT. The facility in Forney, Texas (8 units) has a capacity of 1,912 MW
and the facility in Paris, Texas (6 units) has a capacity of 1,076 MW. The acquisition diversified our fuel mix and increased the dispatch flexibility in our fleet.

We also operate combustion turbine (CT) facilities at Morgan Creek (6 units), Permian Basin (5 units), DeCordova (4 units), plant sites and steam facilities
at Lake Hubbard (2 units), Stryker Creek (2 units), Graham (2 units) and Trinidad (1 unit) plant sites. The CT and steam plants are peaking units which provide us
the ability to meet increased demand from our retail customers during high market price intervals with available generation capacity and provide other wholesale
opportunities.

We satisfy our fuel requirements at these facilities through a combination of spot market and near-term purchase contracts. Additionally, we have near-term
natural gas transportation agreements in place for all of our sites to ensure reliable fuel supply.

Our Competitive Strengths

We believe we are well-positioned to execute our business strategy of delivering long-term value to our stakeholders based on, among others, the following
competitive strengths:

Uniquely situated integrated energy company.

We believe the key factor that distinguishes us from others in our industry is the integrated nature of our business ( i.e.
, pairing Luminant’s reliable and
efficient mining, generating and wholesale commodity risk management capabilities with TXU Energy’s retail platform). We believe this is a unique company
structure in the competitive ERCOT market and other competitive electricity markets across the country. It is our view that our integrated business model provides
us a competitive advantage and results in more stable earnings under all market environments relative to our non-integrated competitors. In general, non-integrated
electricity retailers are subject to wholesale power price and resulting cash flow volatility when demand increases or supply tightens, which can potentially result in
significant losses if an electricity retailer is not appropriately hedged. However, because our integrated business model enables us to manage through various price
environments, we believe our retail operations (primarily TXU Energy) are not as exposed to wholesale power price volatility as non-integrated retail power
companies. Moreover, given the retail load requirements of our retail operations (primarily TXU Energy), the length of Luminant’s generation portfolio is not as
exposed to wholesale power price volatility as compared to a non-integrated pure-play IPP. Additionally, our mining operations provide an alternative to other coal
procurement sources and give us more flexibility in reaching the most cost-effective arrangements for our coal-fueled facilities. We believe these advantages make
our business less subject to volatility risk than pure-play IPPs and non-integrated retail electric providers. Furthermore, we believe our integrated business model
allows us to reduce sourcing and transaction costs and minimize credit and collateral requirements.

Highly valued retail brand and customer-focused operations.

Our retail business has been operating in the competitive retail electricity market in Texas under the TXU Energy TM brand since 2002. We believe this has
created strong brand recognition throughout ERCOT, enabling us to effectively acquire, serve and retain a broad spectrum of retail electricity customers. Our TXU
Energy™ brand is viewed by customers as a symbol of a trustworthy, customer-centric, innovative and dependable electricity service. By leveraging our retail
marketing capabilities, commitment to product innovation and deep knowledge of the ERCOT market and its customer base, we believe that we can maintain and
grow our position as the largest retailer of electricity in the highly competitive ERCOT retail market. We have an operating model that has delivered attractive
margins and strong customer satisfaction that has been consistently ranked by the PUCT as having among the lowest customer complaint rates in the ERCOT
market. We drive positive results in our retail electricity
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business by functioning as a technology driven, multi-channel marketer with advanced analytics and product development capabilities. We have leveraged these
capabilities and the TXU Energy™ brand to deliver a wide range of innovative power products and services to our customers, including Free Nights and Weekends
residential plans, MyEnergy Dashboard SM , TXU Energy’s iThermostat product and mobile solutions, the TXU Energy Rewards program, the TXU Energy Green
Up SM renewable energy credit program and a diverse set of solar options, which give our customers choice, convenience and control over how and when they use
electricity and related services. We believe our strong customer service, innovative products and trusted brand recognition have resulted in us maintaining the
highest residential customer retention rate of any Texas retail electric provider in its respective core market.

Diversified generation sources and critical energy infrastructure.

We maintain operational flexibility to provide reliable and responsive power under a variety of market conditions by utilizing generation sources that are
diverse and flexible in terms of fuel types (nuclear, lignite, coal, natural gas and renewables) and dispatch characteristics (baseload, intermediate/load-following,
peaking and non-dispatchable). These generation sources feature the following characteristics:
 

 •  Except for periods of scheduled maintenance activities, our nuclear-fueled units are generally available to run at capacity.
 

 
•  Except for periods of scheduled maintenance activities, our lignite- and coal-fueled units are available to run at capacity or seasonally, depending on

market conditions ( i.e.
, during periods when wholesale electricity prices are greater than the unit’s variable production costs). Certain of these units
run only during the summer peak period and at times go into seasonal layup during the months with lower seasonal demand.

 

 •  Our CCGT units generally run during the intermediate/load-following periods of the daily supply curve.
 

 

•  Our natural gas-fueled generation peaking units supplement the aggregate nuclear-, lignite- and coal-fueled and CCGT generation capacity in meeting
demand during peak load periods because production from certain of these units, particularly combustion-turbine units, can be more quickly adjusted
up or down as demand warrants. With this quick-start capability, we are able to increase generation during periods of supply or demand volatility in
ERCOT and capture scarcity pricing in the wholesale electricity market. These natural gas-fueled generation peaking units also help us mitigate unit-
contingent outage risk by allowing us to meet demand even if one or more of our nuclear, lignite, coal or CCGT units is taken offline for maintenance.

 

 
•  The CCGT and natural gas-fueled generation peaking units also play a pivotal and increasing role in the ERCOT market by supplementing intermittent

renewable generation through their versatile operations. We expect this versatility to increase in value over time as the ERCOT market continues to
expand into renewable resources.

 

 •  Our long-term PPAs with various renewable energy providers deliver electricity when natural conditions make renewable resources available. These
resources position us to meet the market’s increasing demand for sustainable, low-carbon power solutions.

In addition, the commodity risk management and asset optimization strategies executed by our commercial operation supplement the electricity generated by
our fleet with electricity procured in market transactions to ensure that we are supplying our customers with the most cost-effective electricity options.

Competitive scale and highly effective, low-cost support operations.

As an integrated energy company with approximately 17,000 MW of generation capacity and approximately 1.7 million retail electricity customers, each as
of September 30, 2016, we operate with significant scale. This scale enables us to conduct our business with certain operational synergies that are not available to
smaller power generation or retail electricity businesses. The benefits of our significant scale include improved leverage of our
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low fixed costs, opportunities to share expertise across the portfolio of assets, enhanced procurement opportunities, development of, and the ability to offer, a wide
array of products and services to our customers, diversity of cash flows and a breadth of positive relationships with regulatory and governmental authorities. We
believe these advantages, combined with a strong balance sheet and strong liquidity profile, enable us to operate with more financial flexibility than our
competitors, and will enable us to prudently grow our existing business and pursue attractive growth opportunities in the future.

Positioned to capture upside in the attractive ERCOT market.

We believe that the location of our business, solely in ERCOT, offers attractive upside opportunities. ERCOT is the only fully deregulated electricity market
in the United States in that both the wholesale and retail markets are truly competitive. In addition to having a robust wholesale market, the ERCOT residential
retail market does not have regulated providers or a standard offer service, which is unique among competitive retail markets in the United States. We believe our
integrated business model uniquely positions us to benefit from this attractive, robust marketplace. The ERCOT market represents approximately 90% of the load
in Texas, a state that is the seventh-largest power market in the world, according to the United States Energy Information Administration (EIA), and had a
population growth rate of 8.8% between July 2010 and July 2015, more than double the United States population growth rate of 3.9% during the same period,
according to the U.S. Census Bureau. ERCOT has shown historically above-average load growth compared to other power markets in the United States, according
to the EIA, and ERCOT can be viewed as a “power island” due to its limited import and export capacity, which we believe creates a favorable power supply and
demand dynamic. Total ERCOT power demand has grown at a compounded annual growth rate of approximately 1.4% from 2005 through 2014, compared to a
range of -0.6% to 0.8% in other United States markets, according to ERCOT and the EIA, respectively.

We consider ERCOT to be one of the most well-developed power markets in the United States, providing a stable regulatory environment and significant
price transparency, market liquidity and support to competitive generators and retail electric providers like us. The energy-only wholesale market structure in
ERCOT offers a variety of potential revenue streams in addition to energy revenues such as ancillary services and the ORDC, which ERCOT implemented on June
1, 2014. A unique feature of the ERCOT energy market is the system-wide offer cap of $9,000/MWh, which is substantially higher than other markets with
capacity markets. While the ERCOT market is currently oversupplied, we expect reserve margins to be forecasted to continue to compress over time due to
growing demand, potential generation retirements and limited announced new-build projects, particularly of non-intermittent projects, further tightening the supply
and demand balance and creating conditions that may generate increased price volatility and higher wholesale electricity prices. We believe that our existing asset
base and integrated business model (including our integrated approach to risk management) will enable us to take advantage of these opportunities in a disciplined
manner. See “— The ERCOT Market” below for more information about ERCOT and the ORDC.

In addition, in general, Luminant’s generation portfolio (primarily the nuclear, lignite and coal generation facilities) is positioned to increase in value to the
extent there is a rebound in forward natural gas prices. We cannot predict, however, whether or not forward natural gas prices will rebound or the timing of any
such rebound if it were to occur in the future.

Strong balance sheet and strong liquidity profile.

In connection with Emergence, a substantial amount of the debt of our Predecessor was eliminated. As a result, we believe our balance sheet is strong given
our low leverage relative to the cash flows generated from our integrated business. Further, we believe that our financial leverage is prudent and, together with our
strong cash flow and strong liquidity profile, provides us with significant competitive advantages relative to, and sets us apart from, our competitors, especially
those that have much more leverage than we do. We believe that our integrated business model further improves our liquidity profile relative to our non-integrated
competitors because such integration reduces our retail operations’ exposure to wholesale electricity price volatility resulting in our retail
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operations having lower collateral requirements with counterparties and ERCOT. We also believe a strong balance sheet allows us to manage through periods of
commodity price volatility that may require incremental liquidity and positions us well to pursue a range of capital deployment strategies, including investing in our
current business, funding attractive organic and acquisition-driven growth opportunities and returning capital to our stockholders. Consistent with our disciplined
capital allocation approval process, we intend to pursue growth opportunities that have compelling economic value in addition to fitting with our business strategy.

Proven, experienced management team.

The members of our senior management team have significant industry experience, including experience operating in a competitive retail electricity
environment, operating sophisticated power generation facilities, operating a safe and cost-efficient mining organization and managing the risks of competitive
wholesale and retail electricity businesses. We believe that our management team’s history of safe and reliable operations in our industry, breadth of positive
relationships with regulatory and legislative authorities and commitment to a disciplined and prudent operating cost structure and capital allocation will benefit our
stakeholders. Moreover, between personal investments in our common stock and our incentive compensation arrangements, our management team has a
meaningful stake in Vistra Energy, thereby closely aligning incentives between management and our stockholders.

Our Business Strategy

Our business strategy is to deliver long-term stakeholder value through a multi-faceted focus on the following areas:

Integrated business model.

Our business strategy will be guided by our integrated business model because we believe it is our core competitive advantage and differentiates us from our
non-integrated competitors. We believe our integrated business model creates a unique opportunity because, relative to our non-integrated competitors, it insulates
us from commodity price movements and provides unique earnings stability. Consequently, our integrated business model will be at the core of our business
strategy.

Superior customer service.

Through TXU Energy, we serve the retail electricity needs of end-use residential, small business, commercial and industrial electricity customers through
multiple sales and marketing channels. In addition to benefitting from our integrated business model, we leverage our strong brand, our commitment to a consistent
and reliable product offering, the backstop of the electricity generated by our generation fleet, our industry-leading wholesale commodity risk management
operations and exceptional, innovative and dependable customer service to differentiate our products and services from our competitors. We strive to be at the
forefront of innovation with new offerings and customer experiences to reinforce our value proposition. We maintain a focus on solutions that give our customers
choice, convenience and control over how and when they use electricity and related services, including Free Nights and Weekends residential plans, MyEnergy
Dashboard SM , TXU Energy’s iThermostat product and mobile solutions, the TXU Energy Rewards program, the TXU Energy Green Up SM renewable energy
credit program and a diverse set of solar options. Our focus on superior customer service will guide our efforts to acquire new residential and commercial
customers, serve and retain existing customers and maintain valuable sales channels for our electricity generation resources. We believe our strong customer
service, innovative products and trusted brand have resulted in us maintaining the highest residential customer retention rate of any Texas retail electric provider in
its respective core market.

Excellence in operations while maintaining an efficient cost structure.

We believe that operating our facilities in a safe, reliable, environmentally compliant, and cost-effective and efficient manner is a foundation for delivering
long-term stakeholder value. We also believe value increases as a function of making disciplined investments that enable our generation facilities to operate not
only effectively
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and efficiently, but also safely, reliably and in an environmentally-compliant manner. We believe that an ongoing focus on operational excellence and safety is a
key component to success in a highly competitive environment and is part of the unique value proposition of our integrated model. Additionally, we are committed
to optimizing our cost structure and implementing enterprise-wide process and operating improvements without compromising the safety of our communities,
customers and employees. In connection with Emergence, in addition to significantly reducing our debt levels, we implemented certain cost-reduction actions in
order to better align and right-size our cost structure. We believe we have a highly effective and efficient cost structure and that our cost structure supports
excellence in our operations.

Integrated hedging and commercial management.

Our commercial team is focused on managing risk, through opportunistic hedging, and optimizing our assets and business positions. We actively manage our
exposure to wholesale electricity prices in ERCOT, on an integrated basis, through contracts for physical delivery of electricity, exchange-traded and over-the-
counter financial contracts, ERCOT term, day-ahead and real-time market transactions and bilateral contracts with other wholesale market participants, including
other power generators and end-user electricity customers. These hedging activities include short-term agreements, long-term electricity sales contracts and forward
sales of natural gas through financial instruments. The historically positive correlation between natural gas prices and wholesale electricity prices in ERCOT has
provided us an opportunity to manage our exposure to the variability of wholesale electricity prices through natural gas hedging activities. We seek to hedge near-
term cash flow and optimize long-term value through hedging and forward sales contracts. We believe our integrated hedging and commercial management
strategy, in combination with a strong balance sheet and strong liquidity profile, will provide a long-term advantage through cycles of higher and lower commodity
prices.

Disciplined capital allocation .

Like any energy-focused business, we are potentially subject to significant commodity price volatility and capital costs. Accordingly, our strategy is to
maintain a balance sheet with prudent financial leverage supported by readily accessible, flexible and diverse sources of liquidity. Our ongoing capital allocation
priorities primarily include making necessary capital investments to maintain the safety and reliability of our facilities. Because we believe cost discipline and
strong management of our assets and commodity positions are necessary to deliver long-term value to our stakeholders, we generally make capital allocation
decisions that we believe will lead to attractive cash returns on investment. We are focused on optimal deployment of capital and intend to evaluate a range of
capital deployment strategies including return of capital to stockholders in the form of dividends and/or share repurchases, investments in our current business and
acquisition-driven growth investments.

Growth and enhancement.

Our growth strategy leverages our core capabilities of multi-channel retail marketing in a large and competitive market, operating large-scale,
environmentally sensitive, and diverse assets across a variety of fuel technologies, fuel logistics and management, commodity risk management, cost control, and
energy infrastructure investing. We intend to opportunistically evaluate acquisitions of high-quality energy infrastructure assets and businesses that complement
these core capabilities and enable us to achieve operational or financial synergies. To that end, our primary focus will target growth opportunities that expand or
enhance our business position within ERCOT and are consistent with our integrated business model (including our stable earnings profile as compared to our non-
integrated competitors). While we solely operate within ERCOT currently, we intend to evaluate energy infrastructure growth opportunities outside ERCOT that
offer compelling value creation opportunities, including cost and operational improvements, organic growth opportunities and attractive and stable earnings profiles
featuring multiple revenue streams. We also believe that there will continue to be significant acquisition opportunities for competitive power generation assets and
retail electricity businesses in power markets in the United States based on, among other things, the continuing trend of separating competitive power generation
assets from regulated utility assets. While we are intent on growing our business and creating value for our stockholders, we are committed to making disciplined
investments that are consistent with our
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focus on maintaining a strong balance sheet and strong liquidity profile. As a result, consistent with our disciplined capital allocation approval process, growth
opportunities we pursue will need to have compelling economic value in addition to fitting with our business strategy.

Corporate responsibility and citizenship.

We are committed to providing safe, reliable, cost-effective and environmentally-compliant electricity for the communities and customers we serve. We
strive to improve the quality of life in the communities in which we operate. We are also committed to being a good corporate citizen in the communities in which
we conduct our operations. Our company and our employees are actively engaged in programs intended to support and strengthen the communities in which we
conduct our operations. Our foremost giving initiatives, the United Way and TXU Energy Aid campaigns, have raised more than $30 million in employee and
corporate contributions since 2000. Additionally, for more than 30 years, TXU Energy Aid has served as an integral resource for social service agencies that assist
families in need, having helped more than 500,000 customers across Texas pay their electricity bills.

The ERCOT Market

ERCOT is an ISO that manages the flow of electricity from approximately 77,000 MW of installed capacity to approximately 24 million Texas customers,
representing approximately 90% of the state’s electric load and spanning approximately 75% of its geography, as of September 30, 2016. ERCOT is a highly
competitive wholesale electricity market with historically above-average demand growth, limited import and export capacity and increasing wholesale price caps,
and is the seventh-largest power market in the world, according to the EIA. Population growth in Texas is currently expanding at well above the national average
rate, with a growth rate of 8.8% between July 2010 and July 2015, more than double the United States population growth rate of 3.9% during the same period,
according to the U.S. Census Bureau. ERCOT accounts for approximately 32% of the competitively served retail load in the United States and residential
consumers in the ERCOT market consume approximately 32% more electricity than the average United States residential consumer according to the EIA. Total
ERCOT power demand has grown at a compounded annual growth rate of approximately 1.4% from 2005 through 2014, compared to a range of -0.6% to 0.8% in
other United States markets, according to ERCOT and the EIA, respectively. ERCOT was formed in 1970 and became the first ISO in the United States in
September 1996. The following map illustrates ERCOT by regions:
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As an energy-only market, ERCOT’s market design is distinct from other competitive electricity markets in the United States. Other markets maintain a
minimum reserve margin through regulated planning, resource adequacy requirements and/or capacity markets. In contrast, ERCOT’s resource adequacy is
predominately dependent on free-market processes and energy-market price signals. On June 1, 2014, ERCOT implemented the ORDC, pursuant to which
wholesale electricity prices in the real-time electricity market increase automatically as available operating reserves decrease below defined threshold levels,
creating a price adder. When operating reserves drop to 2,000 MW or less, the ORDC automatically adjusts power prices to the established VOLL, which is set at
$9,000/MWh. Because ERCOT has limited excess generation capacity to meet high demand days due to its minimal import capacity, and peaking facilities have
high operating costs, the marginal price of supply rapidly increases during periods of high demand. Historically, elevated temperatures in the summer months have
driven high electricity demand in ERCOT. Many generators benefit from these sporadic periods of “scarcity pricing” in which power prices may increase
significantly, up to the current $9,000/MWh price cap.

Transactions in ERCOT take place in two key markets: the day-ahead market and the real-time market. The day-ahead market is a voluntary, forward
electricity market conducted the day before each operating day in which generators and purchasers of electricity may bid for one or more hours of electricity supply
or consumption. The real-time market is a spot market in which electricity may be sold in five-minute intervals. The day-ahead market provides market participants
with visibility into where prices are expected to clear, and the prices are not impacted by subsequent events. Conversely, the real-time market exposes purchasers to
the risk of transient operational events and price spikes. These two markets allow market participants to manage their risk profile by adjusting their participation in
each market. In addition, ERCOT uses ancillary services to maintain system reliability, including regulation service — up, regulation service — down, responsive
reserve service and non-spinning reserve service. Regulation service up and down are used to balance the grid in a near-instantaneous fashion when supply and
demand fluctuate due to a variety of factors, such as weather, generation outages, renewable production intermittency and transmission outages. Responsive
reserves and non-spinning reserves are used by ERCOT when the grid is at, near or recovering from a state of emergency due to inadequate generation. Because
ERCOT has one of the highest concentrations of wind capacity generation among United States markets, the ERCOT market is more susceptible to fluctuations in
wholesale electricity supply due to intermittent wind production, making ERCOT more vulnerable to periods of generation scarcity.

Seasonality

The demand for and market prices of electricity and natural gas are affected by weather. As a result, our operating results may fluctuate on a seasonal basis,
and more severe weather conditions such as heat waves or extreme winter weather may make such fluctuations more pronounced. The pattern of this fluctuation
may change depending on, among other things, the retail load served and the terms of contracts to purchase or sell electricity.

Competition

Competition in ERCOT, as in other electricity markets, is impacted by electricity and fuel prices, congestion along the power grid, subsidies provided by
state and federal governments for new generation facilities, new market entrants, construction of new generating assets, technological advances in power
generation, the actions of environmental and other regulatory authorities and other factors. We primarily compete with other electricity generators and retailers
based on our ability to generate electric supply, and market and sell electricity, at competitive prices and to efficiently utilize transportation from third-party
pipelines and transmission from electric utilities and ISOs to deliver electricity to end-users. Competitors in the generation and retail power markets in which we
participate include regulated utilities, industrial companies, non-utility generators, competitive subsidiaries of regulated utilities, IPPs, REPs and other energy
marketers. See “Risk Factors —Market, Financial and Economic Risks,” “Risk Factors — Operational Risks” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” for additional information concerning the risks faced with respect to the competitive energy markets in which we
operate.
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Brand Value

Our TXU Energy TM brand, which has been used to sell electricity to customers in the competitive retail electricity market in Texas for approximately 15
years, is registered and protected by trademark law and is the only material intellectual property asset that the Company owns. As noted in the section entitled
“Unaudited Pro Forma Condensed Consolidated Financial Information,” we value the TXU Energy TM brand at approximately $1.2 billion.

Legal Proceedings and Regulatory Matters

Proceedings against the Debtors

Substantially all liabilities of the Debtors were resolved under the Plan. Please see “The Reorganization and Emergence” for more detailed information
regarding the Plan and the treatment of claims under the Plan.

Environmental Matters

Litigation
relating
to
EPA
Reviews

In June 2008, the United States Environmental Protection Agency (EPA) issued an initial request for information to our Predecessor under the EPA’s
authority under Section 114 of the Clean Air Act (CAA). The stated purpose of the request is to obtain information necessary to determine compliance with the
CAA, including New Source Review standards and air permits issued by the Texas Commission on Environmental Quality (TCEQ) for the Big Brown, Monticello
and Martin Lake generation facilities. In April 2013, our Predecessor received an additional information request from the EPA under Section 114 related to the Big
Brown, Martin Lake and Monticello facilities as well as an initial information request related to the Sandow 4 generation facility.

In July 2012, the EPA sent our Predecessor a notice of violation alleging noncompliance with the CAA’s New Source Review standards and the air permits
at our Martin Lake and Big Brown generation facilities. In July 2013, the EPA sent our Predecessor a second notice of violation alleging noncompliance with the
CAA’s New Source Review standards at our Martin Lake and Big Brown generation facilities, which the EPA said “superseded” its July 2012 notice. In August
2013, the United States Department of Justice, acting as the attorneys for the EPA, filed a civil enforcement lawsuit against Luminant Generation Company LLC
and Big Brown Power Company LLC in federal district court in Dallas, alleging violations of the CAA, including its New Source Review standards, at our Big
Brown and Martin Lake generation facilities. In August 2015, the district court granted our Predecessor’s motion to dismiss seven of the nine claims asserted by the
EPA in the lawsuit. In August 2016, the EPA filed an amended complaint, eliminating one of the two remaining claims and withdrawing with prejudice a request
for civil penalties in the other remaining claim. The EPA also filed a motion for entry of final judgment so that it could seek to appeal the district court’s dismissal
decision. In September 2016, our Predecessor filed a response opposing the EPA’s motion for entry of final judgment. In October 2016, the district court denied the
EPA’s motion for entry of final judgment and agreed that the remaining claim must be fully adjudicated at the district court or withdrawn with prejudice before the
EPA may appeal the dismissal decision. Presently, part of the one remaining claim remains before the district court, and it is currently scheduled for trial in October
2017. We believe that we and our Predecessor have complied with all requirements of the CAA and intend to vigorously defend against the remaining allegations.
The lawsuit requests the maximum civil penalties available under the CAA to the government ranging from up to $32,500 to $37,500 per day for each alleged
violation, depending on the date of the alleged violation, and injunctive relief, including an order requiring the installation of best available control technology at
the affected units. An adverse outcome could require substantial capital expenditures that cannot be determined at this time or retirement of the plants at issue and
could possibly require the payment of substantial penalties. We cannot predict the outcome of these proceedings, including the financial effects, if any.
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Greenhouse
Gas
Emissions

In August 2015, the EPA finalized rules to address greenhouse gas (GHG) emissions from new, modified and reconstructed units and existing electricity
generating units, referred to as the Clean Power Plan. The rule for existing facilities would establish state-specific emissions rate goals in order to reduce
nationwide CO 2 emissions related to affected electricity generation units by over 30% from 2012 emission levels by 2030. A number of parties, including
Luminant, filed petitions for review in the United States Court of Appeals for the District of Columbia Circuit (D.C. Circuit Court) for the rule for new, modified
and reconstructed plants. In addition, a number of petitions for review of the rule for existing plants were filed in the D.C. Circuit Court by various parties and
groups, including challenges from twenty-seven different states opposed to the rule as well as petitions from, among others, certain power generating companies,
various business groups and some labor unions. Luminant also filed its own petition for review. In January 2016, a coalition of states, industry (including
Luminant) and other parties filed applications with the United States Supreme Court (Supreme Court) asking that the Supreme Court stay the rule while the D.C.
Circuit Court reviews the legality of the rule for existing plants. In February 2016, the Supreme Court stayed the rule pending the conclusion of legal challenges on
the rule before the D.C. Circuit Court and until the Supreme Court disposes of any subsequent petition for review. Oral argument on the merits of the legal
challenges to the rule was heard in September 2016 before the entire D.C. Circuit Court. While we cannot predict the outcome of this rulemaking and related legal
proceedings, or estimate a range of reasonably possible costs, if the rules are ultimately implemented as passed, they could have a material impact on our results of
operations, liquidity or financial condition.

In August 2015, the EPA proposed model rules and federal plan requirements for states to consider as they develop state plans to comply with the rules for
GHG emissions. A federal plan would then be finalized for a state if a state fails to submit a state plan by the deadlines established in the Clean Power Plan for
existing plants or if the EPA disapproves a submitted state plan. Our Predecessor filed comments on the federal plan proposal in January 2016. While we cannot
predict the timing or outcome of this rulemaking and related legal proceedings, or estimate a range of reasonably possible costs, they could have a material impact
on our results of operations, liquidity or financial condition.

Cross-State
Air
Pollution
Rule
(CSAPR)

In July 2011, the EPA issued the Cross-State Air Pollution Rule (CSAPR), compliance with which would have required significant additional reductions of
SO 2 and NO x emissions from our fossil fueled generation units. In February 2012, the EPA released a final rule (Final Revisions) and a proposed rule revising
certain aspects of the CSAPR, including increases in the emissions budgets for Texas and our generation assets as compared to the July 2011 version of the rule. In
June 2012, the EPA finalized the proposed rule (Second Revised Rule).

The CSAPR as set forth in the Final Revisions and the Second Revised Rule became effective January 1, 2015. In July 2015, following a remand of the case
from the Supreme Court to consider further legal challenges, the D.C. Circuit Court unanimously ruled in favor of our Predecessor and other petitioners, holding
that the CSAPR emissions budgets over-controlled Texas and other states. The D.C. Circuit Court remanded those states’ budgets to the EPA for prompt
reconsideration. While our Predecessor planned to participate in the EPA’s reconsideration process to develop increased budgets for the 1997 ozone standard that
do not over-control Texas, the EPA instead responded to the remand by proposing a new rulemaking that created new NO X ozone season budgets for the 2008
ozone standard without addressing the over-controlling budgets for the 1997 standard. Comments on the EPA’s proposal were submitted by Luminant in February
2016. In June 2016, the EPA issued a memorandum describing the EPA’s proposed approach for responding to the D.C. Circuit Court’s remand for reconsideration
of the CSAPR SO 2 emission budgets for Texas and three other states that had been remanded to the EPA by the D.C. Circuit Court. In the memorandum, the EPA
stated that those four states could either voluntarily participate in the CSAPR by submitting a State Implementation Plan (SIP) revision adopting the SO 2 budgets
that had been previously held invalid by the D.C. Circuit Court and the current annual NOx budgets or, if the state chooses not to participate in the CSAPR, the
EPA could withdraw the CSAPR Federal Implementation
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Plan (FIP) by the fall of 2016 for those states and address any interstate transport and regional haze obligations on a state-by-state basis. Texas has not indicated
that it intends to adopt the over-controlling budgets and in November 2016 the EPA proposed to withdraw the CSAPR FIP for Texas. Because EPA has not
finalized its proposal to remove Texas from the annual CSAPR programs, these programs will continue to apply to Texas and Texas sources. However, at this time,
EPA has not populated the allowance accounts for Texas sources with 2017 annual CSAPR program allowances. While we cannot predict the outcome of future
proceedings related to the CSAPR, including the EPA’s recent actions concerning the CSAPR annual emissions budgets for affected states and participating in the
CSAPR program, based upon our current operating plans we do not believe that the CSAPR itself will cause any material operational, financial or compliance
issues to our business or require us to incur any material compliance costs.

Regional
Haze
—
Reasonable
Progress
and
Long-Term
Strategies

The Regional Haze Program of the CAA establishes “as a national goal the prevention of any future, and the remedying of any existing, impairment of
visibility in mandatory Class I federal areas, like national parks, which impairment results from man-made pollution.” There are two components to the Regional
Haze Program. First, states must establish goals for reasonable progress for Class I federal areas within the state and establish long-term strategies to reach those
goals and to assist Class I federal areas in neighboring states to achieve reasonable progress set by those states towards a goal of natural visibility by 2064. In
February 2009, the TCEQ submitted a SIP concerning regional haze (Regional Haze SIP) to the EPA. In December 2011, the EPA proposed a limited disapproval
of the Regional Haze SIP due to its reliance on the Clean Air Interstate Rule (CAIR) instead of the EPA’s replacement CSAPR program that EPA proposed in July
2011. In August 2012, our Predecessor filed a petition for review in the Fifth Circuit Court challenging the EPA’s limited disapproval of the Regional Haze SIP on
the grounds that the CAIR continued in effect pending the D.C. Circuit Court’s decision in the CSAPR litigation. In September 2012, our Predecessor filed a
petition to intervene in a case filed by industry groups and other states and private parties in the D.C. Circuit Court challenging the EPA’s limited disapproval and
issuance of a FIP regarding the regional haze BART program. The Fifth Circuit Court case has since been transferred to the D.C. Circuit Court and consolidated
with other pending BART program regional haze appeals. Briefing in the D.C. Circuit Court is scheduled to be completed by March 2017.

In June 2014, the EPA issued requests for information under Section 114 of the CAA to Luminant and other generators in Texas related to the reasonable
progress program. After releasing a proposed rule in November 2014 and receiving comments from a number of parties, including Luminant and the State of Texas,
in April 2015, the EPA released a final rule in January 2016 approving in part and disapproving in part Texas’ SIP for Regional Haze and issuing a FIP for
Regional Haze. In the rule, the EPA asserts that the Texas SIP does not show reasonable progress in improving visibility for two areas in Texas and that its long-
term strategy fails to make emission reductions needed to achieve reasonable progress in improving visibility in the Wichita Mountains of Oklahoma. The EPA’s
proposed emission limits in the FIP assume additional control equipment for specific coal-fueled generation units across Texas, including new flue gas
desulfurization systems (scrubbers) at seven electricity generating units and upgrades to existing scrubbers at seven electricity generating units. Specifically for
Luminant, the EPA’s emission limitations are based on new scrubbers at Big Brown Units 1 and 2 and Monticello Units 1 and 2 and scrubber upgrades at Martin
Lake Units 1, 2 and 3, Monticello Unit 3 and Sandow Unit 4. Luminant is continuing to evaluate the requirements and potential financial and operational impacts of
the rule, but new scrubbers at the Big Brown and Monticello units necessary to achieve the emission limits required by the FIP (if those limits are possible to
attain), along with the existence of low wholesale electricity prices in ERCOT, would likely challenge the long-term economic viability of those units. Under the
terms of the rule, the scrubber upgrades will be required by February 2019, and the new scrubbers will be required by February 2021. In March 2016, Luminant and
a number of other parties, including the State of Texas, filed petitions for review in the Fifth Circuit Court challenging the FIP’s Texas requirements. Luminant and
other parties also filed motions to stay the FIP while the court reviews the legality of the EPA’s action. In July 2016, the Fifth Circuit Court denied the EPA’s
motion to dismiss our Predecessor’s challenge to the FIP and denied the EPA’s motion to transfer the challenges Luminant, the other industry petitioners and the
State of Texas filed to
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the D.C. Circuit Court. In addition, the Fifth Circuit Court granted the motions to stay filed by Luminant, the other industry petitioners and the State of Texas
pending final review of the petitions for review. The case was abated until the end of November 2016 in order to allow the parties to pursue settlement discussions.
Settlement discussions were unsuccessful and in December 2016 the EPA filed a motion seeking a voluntary remand of the rule back to EPA for further
consideration of Luminant’s pending request for administrative reconsideration. Luminant and some of the other petitioners filed a response opposing the EPA’s
motion to remand and filed a cross motion for vacatur of the rule in December 2016. While we cannot predict the outcome of the rulemaking and legal proceedings,
or estimate a range of reasonably possible costs, the result may have a material impact on our results of operations, liquidity or financial condition.

Regional
Haze
—
Best
Available
Retrofit
Technology

The second part of the Regional Haze Program subjects electricity generating units built between 1962 and 1977 to BART standards designed to improve
visibility if such units cause or contribute to impairment of visibility in a federal class I area. BART reductions of SO 2 and NO X are required either on a unit-by-
unit basis or are deemed satisfied by state participation in an EPA-approved regional trading program such as the CSAPR. In response to a lawsuit by
environmental groups, the D.C. Circuit Court issued a consent decree in March 2012 that required the EPA to propose a decision on the Regional Haze SIP by May
2012 and finalize that decision by November 2012. The consent decree requires a FIP for any provisions that the EPA disapproves. The D.C. District Court has
amended the consent decree several times to extend the dates for the EPA to propose and finalize a decision on the Regional Haze SIP. The consent decree was
modified in December 2015 to extend the deadline for the EPA to finalize action on the determination and adoption of requirements for BART for electric
generating units. Under the current amended consent decree, the EPA had until December 2016 to propose, and has until September 2017 to finalize, a FIP for
BART for Texas electric generating units if the EPA determines that BART requirements have not been met. EPA issued its proposed BART FIP for Texas on
December 9, 2016. The EPA’s proposed emission limits assume additional control equipment for specific coal-fueled generation units across Texas, including new
flue gas desulfurization systems (scrubbers) at 12 electric generating units and upgrades to existing scrubbers at 4 electric generating units. Specifically for
Luminant, the EPA’s emission limitations are based on new scrubbers at Big Brown Units 1 and 2 and Monticello Units 1 and 2 and scrubber upgrades at Martin
Lake Units 1, 2 and 3 and Monticello Unit 3. Luminant is continuing to evaluate the requirements and potential financial and operational impacts of the proposed
rule, but new scrubbers at the Big Brown and Monticello units necessary to achieve the emission limits required by the FIP (if those limits are possible to attain),
along with the existence of low wholesale electricity prices in ERCOT, would likely challenge the long-term economic viability of those units. Under the terms of
the proposed rule, the scrubber upgrades will be required within three years of the effective date of the final rule and the new scrubbers will be required within five
years of the effective date of the final rule. In addition to coal-fueled units, certain natural gas-fueled units are also subject to the proposed rule. For Luminant those
include our Graham and Stryker Creek steam generating units. We anticipate submitting comments on the proposed FIP. While we cannot predict the outcome of
the rulemaking and potential legal proceedings, or estimate a range of reasonably possible costs, the result may have a material impact on our results of operations,
liquidity or financial condition.

Intersection
of
CSAPR
and
Regional
Haze
Programs

Historically EPA has considered compliance with a regional trading program, such as the CSAPR, as satisfying a state’s obligations under the BART portion of the
Regional Haze Program. However, in the reasonable progress FIP, EPA diverged from this approach and did not treat Texas’ compliance with the CSAPR as
satisfying its obligations under the BART portion of the Regional Haze Program. The EPA concluded that it would not be appropriate to finalize that determination
given the remand of the CSAPR budgets. As described above, EPA has now proposed to remove Texas from the annual CSAPR trading programs. If Texas were in
the CSAPR annual trading programs EPA would have no basis for its BART FIP because it has made a determination for Texas and all other states that participate
in the CSAPR annual trading programs that such participation satisfies their BART obligations. We do not believe that EPA’s proposal to remove Texas from the
CSAPR annual trading
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programs satisfies the D.C. Circuit Court’s mandate to EPA to develop non-over-controlling budgets for Texas and we intend to submit comments on EPA’s
proposed rule to remove Texas from the CSAPR annual trading programs. While we cannot predict the outcome of these matters, or estimate a range of reasonably
possible costs, the result may have a material impact on our results of operations, liquidity or financial condition.

Affirmative
Defenses
During
Malfunctions

In February 2013, in response to a petition for rulemaking filed by the Sierra Club, the EPA proposed a rule requiring certain states to replace SIP
exemptions for excess emissions during malfunctions with an affirmative defense. Texas was not included in that original proposal since it already had an EPA-
approved affirmative defense provision in its SIP that was found to be lawful by the Fifth Circuit Court in 2013. In 2014, as a result of a D.C. Circuit Court decision
striking down an affirmative defense provision in another EPA rule, the EPA revised its 2013 proposal to extend the EPA’s proposed findings of inadequacy to
states that have affirmative defense provisions, including Texas. The EPA’s revised proposal would require Texas to remove or replace its EPA-approved
affirmative defense provisions for excess emissions during startup, shutdown and maintenance events. In May 2015, the EPA finalized the proposal. In June 2015,
our Predecessor filed a petition for review in the Fifth Circuit Court challenging certain aspects of the EPA’s final rule as they apply to the Texas SIP. The State of
Texas and other parties have also filed similar petitions in the Fifth Circuit Court. In August 2015, the Fifth Circuit Court transferred the petitions that Luminant
and other parties filed to the D.C. Circuit Court, and in October 2015 the petitions were consolidated with the pending petitions challenging the EPA’s rule in the
D.C. Circuit Court. Briefing in the D.C. Circuit Court on the challenges was completed in October 2016. We cannot predict the timing or outcome of this
proceeding, or estimate a range of reasonably possible costs, but implementation of the rule as finalized may have a material impact on our results of operations,
liquidity or financial condition.

Mercury
and
Air
Toxics
Standards

In June 2014, the Sierra Club filed a petition in the D.C. Circuit Court seeking review of several EPA regulations containing affirmative defenses for
malfunctions, including the Mercury and Air Toxics Standard (MATS) rule for power plants. In the petition, the Sierra Club contends this affirmative defense is no
longer permissible in light of a D.C. Circuit Court decision regarding similar defenses applicable to the cement industry. Luminant filed a motion to intervene in
this case. In July 2014, the D.C. Circuit Court ordered the case stayed pending the EPA’s consideration of a petition for administrative reconsideration of the
regulations at issue. In December 2014, the EPA signed a proposal to make technical corrections to the MATS rule. Our Predecessor filed comments on this
proposal in April 2015. In March 2016, the EPA finalized the MATS technical corrections, including the removal of the affirmative defense for malfunctions. We
cannot predict the timing or outcome of future proceedings related to this petition, the petition for administrative reconsideration that is pending before the EPA or
the financial effects of these proceedings, if any. As described on page 88, however, during 2016, we expected to invest approximately $50 million in our
generation facilities relating to the MATS rule and other regulations.

SO
2
Designations
for
Texas

In February 2016, the EPA notified Texas of the EPA’s preliminary intention to designate nonattainment areas for counties surrounding our Big Brown,
Monticello and Martin Lake plants based on modeling data submitted to the EPA by the Sierra Club. Such designation would potentially require the
implementation of various controls or other restrictions to demonstrate attainment. Luminant submitted comments challenging the use of modeling data rather than
data from actual air quality monitoring equipment. In November 2016, the EPA finalized its proposed designations for Texas including finalizing the nonattainment
designations for the areas referenced above. In doing so, the EPA ignored contradictory modeling that we submitted with our comments. The final designation
mandates would be for Texas to begin the multi-year process to evaluate what potential emission controls or operational changes, if any, may be necessary to
demonstrate attainment. We are also
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considering what other legal avenues are available to us to challenge these designations. While we cannot predict the outcome of this matter, or estimate a range of
reasonably possible costs, the result may have a material impact on our results of operations, liquidity or financial condition.

Other Matters

We are involved in various legal and administrative proceedings in the normal course of business, the ultimate resolutions of which, in the opinion of
management, are not anticipated to have a material effect on our results of operations, liquidity or financial condition.

Environmental Contingencies

In connection with our normal operations, we must comply with various environmental laws and regulations. We believe that we are in compliance with
current environmental laws and regulations; however, the impact, if any, of changes to existing laws or regulations or the implementation of new laws or
regulations is not determinable and could materially affect our financial condition, results of operations and liquidity.

In particular, our costs to comply with environmental regulations could be significantly affected by the following external events or conditions that are
outside of our control:
 

 •  enactment and final implementation of state or federal statutes or regulations regarding CO2 and other greenhouse gas emissions;
 

 
•  other changes to existing state or federal regulation regarding air quality, water quality, control of toxic substances and hazardous and solid wastes,

and other environmental matters, including final implementation of the rules and programs discussed under “— Legal Proceedings and Regulatory
Matters” above; and

 

 •  the identification by applicable authorities of sites requiring clean-up or the filing of complaints naming us as a potential responsible party under
applicable environmental laws or regulations.

Labor Contracts

We employ certain personnel who are represented by labor unions, the terms of whose employment are governed by collective bargaining agreements.
During 2015, all collective bargaining agreements covering bargaining unit personnel engaged in lignite mining operations, lignite-, coal- and nuclear-fueled
generation operations and some of our natural gas powered generation operations were extended to March 2017. While we cannot predict the outcome of labor
contract negotiations, we do not expect any changes in collective bargaining agreements to have a material adverse effect on our results of operations, liquidity or
financial condition.

Nuclear Insurance

Nuclear insurance includes nuclear liability coverage, property damage, decontamination and accidental premature decommissioning coverage and
accidental outage and/or extra expense coverage. We maintain nuclear insurance that meets or exceeds requirements promulgated by Section 170 (Price-Anderson)
of the Atomic Energy Act and Title 10 of the Code of Federal Regulations, and we intend to maintain insurance against nuclear risks as long as such insurance is
available. We are self-insured to the extent that losses (i) are within the policy deductibles, (ii) are not covered per policy exclusions, terms and limitations, (iii)
exceed the amount of insurance maintained, or (iv) are not covered due to lack of insurance availability. Any such self-insured losses could have a material adverse
effect on our results of operations, liquidity or financial condition.

The Atomic Energy Act provides for financial protection for the public in the event of a significant nuclear generation plant incident. It sets the statutory
limit of public liability for a single nuclear incident at $13.4 billion
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and requires nuclear generation plant operators to provide financial protection for this amount. However, the United States Congress could impose revenue-raising
measures on the nuclear industry to pay any claims that exceed this $13.4 billion statutory limit for a single incident. As required, we insure against a possible
nuclear incident at our Comanche Peak facility resulting in public nuclear related bodily injury and property damage through a combination of private insurance
and an industry-wide retrospective payment plan known as the Secondary Financial Protection (SFP).

Under the SFP, in the event of any single nuclear liability loss in excess of $375 million at any nuclear generation facility in the United States, each operating
licensed reactor in the United States is subject to an assessment of up to approximately $127.3 million, payable in capped annual installments. This approximately
$127.3 million maximum assessment is subject to increases for inflation every five years, with the next expected adjustment scheduled to occur in September 2018.
Assessments are currently limited to approximately $19 million per operating licensed reactor per year per incident. As of the date of this prospectus, our maximum
potential assessment under the SFP for each incident, based on the fact that we operate two licensed reactors, would be approximately $254.6 million, payable in
installments of no more than approximately $38 million in any one year. For losses after January 1, 2017, the potential assessment applies in excess of $450
million.

The United States Nuclear Regulatory Commission (NRC) requires that nuclear generation plant license-holders maintain at least $1.06 billion of nuclear
decontamination and property damage insurance, and requires the proceeds thereof be used to place a plant in a safe and stable condition, to decontaminate a plant
pursuant to a plan submitted to, and approved by, the NRC prior to using the proceeds for plant repair or restoration, or to provide for premature decommissioning.
We maintain nuclear decontamination and property damage insurance for our Comanche Peak facility in the amount of $2.25 billion (subject to a $10 million
deductible per accident), and are self-insured against any amounts exceeding such $2.25 billion coverage.

We also maintain Accidental Outage insurance to cover the additional costs of obtaining replacement electricity from another source if one or both of the
units at our Comanche Peak facility are out of service for more than twenty weeks as a result of covered direct physical damage. Such coverage provides for weekly
payments of up to $4.5 million for the first 52 weeks and $3.6 million for the subsequent 110 weeks for each outage, respectively, after an initial 20-week waiting
period. The total maximum coverage is $328 million for non-nuclear accidents and $490 million per unit for nuclear accidents, however, the coverage amounts
applicable to each unit will be reduced to 80% if both units are out of service at the same time as a result of the same accident.
 

116



Table of Contents

Management

The following table sets forth information regarding our executive officers and directors as of the date hereof. Ages are as of February 14, 2017.
 
Name   Age   Position
Curtis A. Morgan    56    President, Chief Executive Officer and Director
James A. Burke    48    Executive Vice President and Chief Operating Officer
J. William Holden    55    Executive Vice President and Chief Financial Officer
Stephanie Zapata Moore    43    Executive Vice President and General Counsel
Carrie Lee Kirby    49    Executive Vice President and Chief Administrative Officer
Sara Graziano    34    Senior Vice President of Corporate Development and Strategy
Gavin R. Baiera    41    Director
Jennifer Box    35    Director
Jeff Hunter    51    Director
Cyrus Madon    51    Director
Geoff Strong    41    Director

Executive Officers

The executive officers of Vistra Energy Corp. consist of the following executives.

Curtis A. Morgan ,
President,
Chief
Executive
Officer
and
Director
, has served as the President, Chief Executive Officer and Director of Vistra Energy
Corp. since the Effective Date. Prior to joining Vistra Energy Corp., he served as an Operating Partner with Energy Capital Partners, and prior to this position Mr.
Morgan served as the Chief Executive Officer and President of EquiPower Resources Corp., a power generation company, since May 2010. Prior to joining
EquiPower Resources Corp., he served as an Operating Partner of Energy Capital Partners from May 2009 to May 2010. Prior to joining Energy Capital partners,
he served as President and Chief Executive Officer of FirstLight Power Enterprises from November 2006 to April 2009. Mr. Morgan has also held various
leadership roles at NRG Energy, Mirant Corporation, Reliant Energy and Amoco Corporation.

James A. Burke ,
Executive
Vice
President
and
Chief
Operating
Officer
, has served as the Executive Vice President and Chief Operating Officer of Vistra
Energy Corp. since the Effective Date. Prior to joining Vistra Energy Corp., he served as Executive Vice President of EFH Corp. since February 2013 and President
and Chief Executive of TXU Energy, a subsidiary of Vistra Energy Corp., since August 2005. Previously, Mr. Burke was Senior Vice President Consumer Markets
of TXU Energy.

J. William Holden ,
Executive
Vice
President
and
Chief
Financial
Officer
, has served as the Executive Vice President and Chief Financial Officer of Vistra
Energy Corp. since December 5, 2016. Prior to joining the Company, Mr. Holden served as an Executive Vice President and Senior Advisor at The Taffrail Group,
LLC, an international strategic-advisory firm, from February 2013 until December 2016, where he advised a range of domestic and overseas clients on mergers,
acquisitions and post-merger integration. From December 2010 until January 2013, Mr. Holden served as the Executive Vice President and Chief Financial Officer
of GenOn Energy, Inc., where he was responsible for overseeing the accounting, finance, tax, risk control, human resources and information technology groups.
Prior to serving in that role, he held various treasury, risk, operational, business development and international positions during his tenure at GenOn Energy,
Inc./Mirant Corporation. Mr. Holden started his career with Southern Company and held various corporate finance roles over almost a decade at Southern.

Stephanie Zapata Moore ,
Executive
Vice
President
and
General
Counsel
, has served as Executive Vice President and General Counsel of Vistra Energy
Corp. since the Effective Date. Prior to joining Vistra Energy Corp., she served as Vice President and General Counsel of Luminant, since April 2012. Previously,
Ms. Moore
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was Senior Counsel of Luminant from March 2007 to April 2012 and Counsel of a predecessor to Luminant from November 2005 to March 2007. Prior to joining
Luminant, she was an attorney at Gardere Wynne Sewell where she engaged in a corporate practice.

Carrie Lee Kirby ,
Executive
Vice
President
and
Chief
Administrative
Officer
, has served as the Executive Vice President and Chief Administrative Officer
of Vistra Energy Corp. since the Effective Date. Prior to joining Vistra Energy Corp., she served as Executive Vice President of Human Resources of EFH Corp.
since February 2013. Previously, Ms. Kirby was Senior Vice President of Human Resources from April 2012 to February 2013 and Vice President of Human
Resources of TXU Energy, a subsidiary of Vistra Energy Corp., from October 2008 to April 2012.

Sara Graziano ,
Senior
Vice
President
of
Corporate
Development
and
Strategy
, has served as the Senior Vice President of Corporate Development and
Strategy of Vistra Energy Corp. since the Effective Date. Prior to joining Vistra Energy Corp., she served as a Principal at Energy Capital Partners, a private equity
firm focused on investing in North American energy infrastructure, where she worked since September 2011. Her experience prior to Energy Capital Partners
includes leading the Strategies & Analysis group at FirstLight Power Enterprises and working as a consultant in the Energy & Environment practice at Charles
River Associates.

Directors

Listed below is biographical information for each person who is currently a member of the Board, except for Mr. Morgan, whose information is listed above.

Gavin R. Baiera has served as a director since the Effective Date. Mr. Baiera is a managing director at Angelo, Gordon & Co. where he is the global head of
the firm’s corporate credit activities and portfolio manager for its distressed funds. Mr. Baiera is also a managing director and member of the firm’s executive
committee. Prior to joining Angelo, Gordon in 2008, Mr. Baiera was the co-head of the strategic finance group at Morgan Stanley, which was responsible for all
origination, underwriting, and distribution of restructuring transactions. Prior to that, Mr. Baiera worked at General Electric Capital Corporation concentrating on
underwriting and investing in restructuring transactions. Mr. Baiera began his career at GE Capital in its financial management program. Mr. Baiera has served on
numerous boards of directors including, most recently, MACH Gen, Orbitz Worldwide, and Travelport Worldwide.

Jennifer Box has served as a director since the Effective Date. Ms. Box is a managing director at Oaktree Capital Management where she is focused on
investments in the shipping, power, energy, media and technology sectors. Prior to joining Oaktree in 2009, Ms. Box spent three and a half years as an investment
analyst in the distressed debt group at The Blackstone Group. Prior to Blackstone, she was an associate consultant at the Boston Consulting Group. Ms. Box is a
CFA charterholder. She serves on the board of Star Bulk Carriers.

Jeff Hunter has served as a director since the Effective Date. Mr. Hunter is a managing member of Waterloo Capital Management, a capital management
firm. Prior to joining Waterloo in February 2016, Mr. Hunter was the co-founder, managing partner and chief financial officer for Power Capital Advisors, LLC,
where he managed the corporate development, due diligence and project financing functions. Previously Mr. Hunter was a co-founder, executive vice president and
chief financial officer of US Power Generating Company, a privately held merchant power company that acquired, financed, and operated a portfolio of five
conventional power stations located in New York, New York and Boston, Massachusetts. Prior to USPowerGen, Mr. Hunter was a partner at PA Consulting Group
and principally responsible for managing the Global Energy Strategy & Risk Management practice. Mr. Hunter currently serves on the board of directors of US
Power Generating Company and Texas Transmission Holdings.

Cyrus Madon has served as a director since the Effective Date. Mr. Madon is a senior managing partner and head of Brookfield’s private equity group and
chief executive officer of Brookfield Business Partners. Mr. Madon joined Brookfield in 1998 as chief financial officer of Brookfield’s real estate brokerage
business.
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During his tenure he has held a number of senior roles across the organization, including head of Brookfield’s corporate lending business. Mr. Madon began his
career at PricewaterhouseCoopers where he worked in corporate finance and recovery, both in Canada and the United Kingdom. Mr. Madon is on the board of the
Junior Achievement of Canada Foundation.

Geoffrey Strong has served as a director since the Effective Date. Mr. Strong is a Senior Partner of Apollo Management, where he focuses on investments in
the energy sector for the firm’s private equity funds. Prior to Apollo, Mr. Strong was an investor in the private equity group at Blackstone, where he also focused
primarily on the energy sector. Before joining Blackstone, Mr. Strong was a vice president of Morgan Stanley Capital Partners, the private equity business within
Morgan Stanley. In addition to Vistra Energy, Mr. Strong serves on the boards of directors of Apex Energy, Caelus Energy, Chisolm Oil and Gas, Double Eagle
Energy I and Double Eagle Energy II.

Board Composition and Director Independence

Our certificate of incorporation (Charter) provides for three classes of directors, each of which is to be elected on a staggered basis for a term of three years.
Our bylaws (Bylaws) provide that the Board shall consist of such number of directors as is determined from time to time by the vote of a majority of the total
number of directors then authorized. Please see “Description of Capital Stock — Certificate of Incorporation and Bylaw Provisions” for a more detailed description
of our Charter and Bylaws.

Pursuant to the Plan, on the Effective Date, we entered into the Stockholder’s Agreements with affiliates of each of the Principal Stockholders. Pursuant to
each Stockholder’s Agreement, subject to the proper exercise of fiduciary duties of the Board, each Principal Stockholder is entitled to designate one director for
nomination for election to the Board as a Class III director for so long as it beneficially owns, in the aggregate, at least 22,500,000 shares of our common stock that
it owned on the date of its respective Stockholder’s Agreement. See “Certain Relationships and Related Party Transactions — Stockholder’s Agreements.” The
initial designees of each of the Apollo Entities, Brookfield Entities and Oaktree Entities are Geoffrey Strong, Cyrus Madon and Jennifer Box, respectively.

The Board consists of a majority of directors who are not employees or officers of Vistra Energy and satisfy the independence requirements of the
Commission and the NYSE. The following are the independent directors of the Board: Gavin R. Baiera, Jennifer Box, Jeff Hunter, Cyrus Madon and Geoff Strong.

Committees of the Board of Directors

The standing committees of the Board consist of an audit committee, a compensation committee and a nominating and corporate governance committee.

Audit Committee

The duties and responsibilities of the audit committee (the Audit Committee) include selecting the independent auditors to be nominated for ratification by
the stockholders and reviewing the independence of such auditors, approving the scope and costs of the annual audit activities of the independent auditors,
reviewing the audit results with the independent auditors and reviewing and monitoring our financial reporting and accounting practices and internal controls.

The members of the Audit Committee are Jeff Hunter, who is chair of the Audit Committee, and Jennifer Box, each of whom is independent, as defined
under and required by the rules and regulations of the Commission and the NYSE, including Rule 10A-3(b)(i) under the Exchange Act. Prior to the effectiveness of
the registration statement of which this prospectus is a part and our listing on the NYSE, the Board will appoint a third member of the Audit Committee, who will
be “independent” as defined under and required by the rules and regulations of
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the Commission and the NYSE, including Rule 10A-3(b)(i) under the Exchange Act, and will designate at least one member of the Audit Committee to be an “audit
committee financial expert” as defined under and required by the applicable rules and regulations of the Commission and the NYSE.

The Board has adopted a written charter for the Audit Committee that is available on our website.

Nominating and Governance Committee

The duties and responsibilities of the nominating and governance committee include identifying and recommending potential candidates qualified to become
members of the Board, recommending directors for appointment to Board committees and developing and recommending corporate governance guidelines and
principles to apply to the Board.

The members of the Board’s nominating and governance committee are Cyrus Madon and Geoff Strong, each of whom is independent in accordance with
the rules and regulations of the NYSE and the Commission.

The Board has adopted a written charter for the nominating and governance committee that is available on our website.

Compensation Committee

The duties and responsibilities of the compensation committee (the Compensation Committee) include reviewing the performance and compensation of our
chief executive officer, consulting with the chief executive officer with respect to the compensation of other of our executives and key employees and
administering our incentive compensation and other employee benefit plans. The Compensation Committee will also make recommendations to the Board with
respect to the compensation of non-employee directors.

The member of the Compensation Committee is Gavin Baiera, who is independent in accordance with the rules and regulations of the NYSE and the
Commission.

The Board has adopted a written charter for the Compensation Committee that is available on our website.

Compensation Committee Interlocks and Insider Participation

None of our directors who currently serve as members of the Compensation Committee is, or has at any time during the past year been, one of our officers or
employees. None of our executive officers will serve as a member of the board of directors or Compensation Committee of any entity that has one or more
executive officers serving as a member of the Board or the Compensation Committee. Additional information concerning transactions between us and entities
affiliated with members of the Compensation Committee is included in this prospectus under the heading “Certain Relationships and Related Party Transactions.”

Code of Conduct

The Board has adopted a code of conduct applicable to our directors, officers and employees, including our Chief Executive Officer, Chief Financial Officer,
Chief Accounting Officer and other senior officers, in accordance with applicable rules and regulations of the Commission and the NYSE. Our code of conduct is
available on our website as of the time of our listing on the NYSE.

Policy and Procedures Governing Related Party Transactions

The Board has adopted a written policy regarding transactions with related parties. See “Certain Relationships and Related Party Transactions — Review and
Approval of Related Party Transactions.”
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Executive Compensation

Vistra Energy Corp. is a newly formed entity created in connection with Emergence, and the executive officers of Vistra Energy Corp. were appointed to
such positions with effect as of the Effective Date. As a result, there is no relevant 2015 compensation disclosure relating to the executive officers of Vistra Energy
Corp. Certain information relating to the compensation of the executive officers of Vistra Energy Corp. since the Effective Date is described below.

Compensation Discussion and Analysis

Executive Summary

Compensation
Philosophy

We have a pay-for-performance compensation philosophy, which places an emphasis on pay-at-risk; a significant portion of an executive officer’s
compensation is comprised of variable compensation. Our compensation program is intended to attract and motivate top-talent executive officers as leaders and
compensate executive officers appropriately for their contribution to the attainment of our financial, operational and strategic objectives. In addition, we believe it
is important to retain our top tier talent and strongly align their interests with our stakeholders by emphasizing incentive based compensation. To achieve the goals
of our compensation philosophy, we believe that:
 

 •  the overall compensation program should emphasize variable compensation elements that have a direct link to overall corporate performance and
stockholder value;

 

 •  the overall compensation program should place an increased emphasis on pay-at-risk with increased responsibility;
 

 •  the overall compensation program should attract, motivate and engage top-talent executive officers to serve in key roles; and
 

 •  an executive officer’s individual compensation level should be based upon an evaluation of the financial and operational performance of that executive
officer’s business unit or area of responsibility as well as the executive officer’s individual performance.

Foundations
of
Key
Components
of
our
Compensation
Programs

As a newly emerged standalone company, we implemented the following elements to our compensation programs intended to facilitate transition of our
compensation practices towards those of a public company and further strengthen the alignment between our executives’ interests and those of our stakeholders in
accordance with our compensation philosophy.
 
Activity   Foundational Element
New
Compensation
Peer Group   

•    Introduction of a compensation peer group comprised of nine energy industry competitors that are most comparable to Vistra
Energy as a standalone company no longer in bankruptcy

Adoption of 2016
Executive Annual Incentive
Plan   

•    Adopted the EAIP on a post-emergence basis based on annual performance goals that are critical and relevant to achieving our
strategic plan and create value for our stockholders

Non-Recurring Emergence
Equity Grants

  

•    We awarded non-recurring emergence equity grants to our Named Executive Officers and other employees, comprised of a
combination of stock options and RSUs to reinforce ownership in the new company, support retention of newly-appointed
senior executives and align rewards with stockholders
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Performance Overview

In this section, we provide highlights of Vistra Energy’s performance in 2016, reflecting factors considered by the Compensation Committee in assessing
variable pay outcomes for the Named Executive Officers.

Pay
for
Performance

The Compensation Committee designed the majority of our Named Executive Officers’ compensation to be linked directly to corporate, business unit (or
area of responsibility) and company stock price performance. For example, each Named Executive Officer’s annual performance-based cash bonus is primarily
based on the achievement of certain corporate and business unit financial and operational targets, and each Named Executive Officer’s non-recurring grants made
in connection with the Emergence were awarded in the form of stock options and RSUs.
 

CEO – Annualized 2016 Targeted Pay Mix
 

Average Other Named Executive Officers – Annualized 2016 Targeted Pay
Mix

 

Performance
Highlights

Highlights of our 2016 performance are summarized below. These, along with other factors detailed in the disclosure, resulted in annual bonus outcomes
ranging from             to             % of target. (1)
 

(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed in
connection with the completion of Vistra Energy’s 2016 annual financial statements
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Corporate Governance Practices

In this section, we provide details of the Corporate Governance framework, procedures and practices at Vistra Energy as they relate to Named Executive
Officer compensation.
 

Compensation Committee   Governance Structure
Our Compensation Committee consisted of two independent directors until the

resignation of Michael Liebelson effective February 1, and is currently comprised
of one independent director (Gavin R. Baiera), whose primary responsibilities are
to:
 

•    Determine and oversee the compensation program of Vistra Energy, including
making recommendations to the Board with respect to the adoption,
amendment or termination of compensation and benefits plans, arrangements,
policies and practices;

 

•    Evaluate the performance of Vistra Energy’s executive officers;
 

•    Approve compensation of the executive officers (other than the CEO) based on
those evaluations, together with CEO recommendations; and

 

•    Recommend CEO compensation to the full Board for approval.   

 

 
The Compensation Committee’s charter can be found on our website.

Advisors
to
the
Compensation
Committee

During the 2016 Stub Period, Willis Towers Watson, who advised our Predecessor’s compensation committee as well, provided ongoing advisory services to
Vistra Energy and its Compensation Committee on various aspects of its overall compensation and benefits practices, including, but not limited to, the development
of the going forward compensation structure and the emergence equity program.

After considering the factors set forth in the SEC and NYSE rules, in accordance with the Compensation Committee’s charter, the Compensation Committee
determined that Willis Towers Watson is sufficiently independent to appropriately advise the Compensation Committee on compensation matters and that its
relationship with Willis Towers Watson does not give rise to any conflict of interest. Going forward, the Compensation Committee expects that it will continue to
engage compensation consultants when and as appropriate, and will conduct an assessment of consultants’ independence prior to any such engagement.
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Compensation Philosophy

In this section, we provide details of the Named Executive Officer compensation framework, practices and outcomes for the 2016 Stub Period

Compensation
Philosophy

Our compensation program is intended to attract and motivate top-talent executive officers as leaders and compensate executive officers appropriately for
their contribution to the attainment of our financial, operational and strategic objectives. In addition, we believe it is important to retain our top tier talent and
strongly align their interests with our stakeholders by emphasizing incentive based compensation. We utilize the following elements of compensation to achieve
these objectives:
 

Compensation Element   Summary and Linkage to Philosophy
Base Salary

  

✓       A fixed element of compensation to provide a stable source of
income

 

✓       Provides market competitive compensation to attract and retain talent

Annual Incentive

  

✓       A cash-based award that encourages executives to focus on specific
corporate, business unit and individual performance goals

 

✓       Is earned only if threshold financial, operational and/or strategic
objectives are met

Stock Options

  

✓       Rewards long-term stockholder value creation as options only
provide value when the stock price appreciates

 

✓       Provides wealth-building opportunity and aligns executives with
stockholder interests

Restricted Stock Units

  

✓       Rewards long-term stockholder value creation
 

✓       Enhances executive stock ownership and promotes retention

Benefits   ✓       Keeps program competitive and provides protection for executives

Perquisites   ✓       Perquisites are limited in amount and use

Compensation
Determination
Process

Use of Market Data

Vistra Energy establishes target compensation levels that are consistent with market practice and internal equity considerations (including position,
responsibility and contribution) relative to base salaries, annual incentives and long-term incentives, as well as with the Compensation Committee’s assessment of
the appropriate pay mix for a particular position. In order to gauge the competitiveness of its compensation programs, the Company reviews compensation practices
and pay opportunities from energy industry survey data, as well as from a selection of publicly-traded peer companies. The Company attempts to position itself to
attract and retain qualified senior executives in the face of competitive pressures in its relevant labor markets.

Specifically during the 2016 Stub Period, the Company used information regarding the pay practices of energy industry companies provided by our
compensation consultant, regressed to Vistra Energy’s revenue size.
 

124



Table of Contents

We believe that revenue is an appropriate indicator of the size and complexity of an organization, which should be considered in determining compensation levels.
The compensation data resulting from this analysis was a significant factor considered by the Compensation Committee with respect to its executive compensation
decisions for our Named Executive Officers.

During the 2016 Stub Period, we also utilized a new compensation peer group as an additional reference point when determining executive compensation.
This peer group consisted of a select group of companies that our Compensation Committee believes are representative of the talent market in which we compete.
Our compensation peer group consisted of the following companies for the 2016 Stub Period:
 
The AES Corporation   Calpine Corporation   Dynegy Inc.
Entergy Corporation   FirstEnergy Corp.   NRG Energy, Inc.
PG&E Corporation   Public Service Enterprise Group Incorporated   Talen Energy Corporation

The Compensation Committee does not target any particular level of total compensation or individual component of compensation against the peer group;
rather the Compensation Committee considers the range of total compensation provided by our peers, together with information from published surveys, in
determining the appropriate mix and level of total compensation for our executives.

Compensation of the Chief Executive Officer

In determining the compensation of the Chief Executive Officer (CEO), the Compensation Committee annually follows a thorough and detailed process. At
the end of each year, the Compensation Committee reviews a self-assessment prepared by the CEO regarding his performance and the performance of our
businesses and meets (with and without the CEO) to evaluate and discuss his performance and the performance of our businesses.

While the Compensation Committee tries to ensure that a substantial portion of the CEO’s compensation is directly linked to his performance and the
performance of our businesses, the Compensation Committee also seeks to set his compensation in a manner that is competitive with compensation for similarly
performing executive officers with similar responsibilities in companies we consider our peers.

As discussed under “—Employment Agreements” below, we have entered into an employment agreement with our current CEO, Curtis A. Morgan, which
addresses certain elements of his compensation and benefit package.

Compensation of Other Named Executive Officers

In determining the compensation of each of our Named Executive Officers (other than the CEO), the Compensation Committee seeks the input of the CEO.
At the end of each year, the CEO reviews a self-assessment prepared by each Named Executive Officer and assesses the Named Executive Officer’s performance
against business unit (or area of responsibility) and individual goals and objectives. The Compensation Committee and the CEO then review the CEO’s
assessments and, in that context, the Compensation Committee approves the compensation for each Named Executive Officer.

Role of the Compensation Consultant

To add rigor in the review process and to inform the Compensation Committee of market trends, the Compensation Committee engages the services of Willis
Towers Watson, an independent executive compensation consultant, to analyze our executive compensation structure and plan designs, and to assess whether the
compensation program is competitive and supports the Compensation Committee’s goal to align the
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interests of executive officers with those of stockholders. Willis Towers Watson may also directly provide the Compensation Committee with market data, which
the Compensation Committee references when determining compensation for executive officers. The Compensation Committee has authorized Willis Towers
Watson to interact with the Company’s management, as needed, on behalf of the Compensation Committee.

The Compensation Committee has the sole authority to approve the independent compensation consultant’s fees and terms of the engagement. Thus, the
Compensation Committee annually reviews its relationship with, and assesses the independence of, Willis Towers Watson to ensure executive compensation
consulting independence.

Base
Salary

We believe base salary should consider the scope and complexity of an executive officer’s position and the level of responsibility required to perform his or
her job. We also believe that a competitive level of base salary is required to attract, motivate and retain qualified talent. We want to ensure our cash compensation
is competitive and sufficient to incent executive officers to remain with us, recognizing our high performance expectations across a broad set of operational,
financial, customer service and community-oriented goals and objectives.

The Compensation Committee regularly reviews base salaries and periodically uses independent compensation consultants to ensure the base salaries are
market-competitive. The Compensation Committee may also review an executive officer’s base salary from time to time during a year, including if the executive
officer is given a promotion or if his or her responsibilities are significantly modified.

Annual
Incentive
Plan

Summary

The EAIP provides an annual performance-based cash bonus for the successful attainment of certain financial and operational performance targets that are
established annually by the Compensation Committee. Under the terms of the EAIP, performance against these targets, which are set at challenging levels to
incentivize exceptional performance (while at the same time balancing the needs for safety and investment in our business), drives bonus funding. Certain target
and performance data described below will be provided in a future amendment to the Registration Statement of which this prospectus is a part once confirmed in
connection with the completion of Vistra Energy’s 2016 annual financial statements.

Performance Framework

As a general matter, target level performance is based on Vistra Energy’s board-approved financial and operational plan (the Financial Plan) for each
upcoming year. The Compensation Committee sets high expectations for our executive officers and therefore annually selects a target performance level that
constitutes above average performance for the business, which the Compensation Committee expects the business to achieve during the upcoming year. Threshold
and superior levels are for performance levels that are below or above Financial Plan-based expectations, respectively. Based on the level of attainment of these
performance targets, an aggregate EAIP funding percentage amount for all participants is determined.

Target Opportunity (as a % of Salary)

Performance payouts on financial metrics are equal 100% if the target amount is achieved for a particular metric, 50% if the threshold amount is achieved
and 200% if the superior amount is achieved.
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Actual performance payouts are interpolated on a linear basis, as applicable, with a maximum performance payout for any particular metric being equal to
200%. These results are then adjusted by an individual performance modifier as described below.
 

2016 Annual Incentive Plan Target
Opportunities   

Target
% (1)  

Curtis A. Morgan – Chief Executive Officer    100%   

James A. Burke – EVP & Chief Operating Officer    90%   

J. William Holden – EVP & Chief Financial Officer    90%   

Carrie Lee Kirby – EVP & Chief Administrative Officer    70%   

Sara Graziano – SVP Corporate Development & Strategy    70%   

(1)    Described as a percentage of base salary   

Financial and Operational Performance Targets for 2016

The following table provides a summary of the weight given to the various business unit scorecards, which constitute the performance targets under the
EAIP, for each of our Named Executive Officers.
 
   Weight  

Name   

Business 
Services 

Scorecard
Multiplier

(1)   

Luminant
Scorecard
Multiplier   

TXU Energy
Scorecard 
Multiplier   Total   

Performance
(3)  

Curtis A. Morgan    100%   —       —      100%  
James A. Burke    25%   —       75%   100%  
J. William Holden (4)    N/A    —       —      N/A    N/A  
Carrie Lee Kirby    100%   —       —      100%  
Sara Graziano    100%   —       —      100%  
 
(1) Business Services represents an equal weighting of the Luminant and TXU Energy Scorecards.
(2) Performance for the 2016 Stub Period was based upon the combined performance of our Predecessor pre-Emergence and Vistra Energy post-Emergence.

These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed in
connection with the completion of Vistra Energy’s 2016 annual financial statements.

(3) Mr. Holden was not eligible for a bonus under the EAIP plan in 2016. He did, however, receive a discretionary bonus in accordance with his employment
agreement. See “Summary Compensation Table – 2016” and “—Employment Agreements—Mr. Holden’s Employment Arrangements” below.

The following table provides a summary of the performance targets included in the Luminant Scorecard Multiplier for our Named Executive Officers:
 

Named Executive Officer Luminant Scorecard 
Metrics   Weight   

Performance
(1)    Payout (1)  

Luminant Adjusted EBITDA    50.0%    
Nuclear Available Generation (GWh)    7.5%    
Coal Available Generation (GWh)    12.5%    
Total Cost (O&M/SG&A/Capex) ($mm)    30.0%    

    
 

     
 

Total    100.0%    
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(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed in
connection with the completion of Vistra Energy’s 2016 annual financial statements.

The following table provides a summary of the performance targets included in the TXU Energy Scorecard Multiplier for our Named Executive Officers:
 

Named Executive Officer TXU Energy Scorecard Metrics   Weight  
Performance

(1)    
Payout

(1)  
TXU Energy Adjusted EBITDA ($ mm)    40.0%    
TXU Energy Total Costs ($ mm)    20.0%    
Contribution Margin ($/MWh)    15.0%    
Residential Ending Customer Count (000’s)    10.0%    
TXU Energy Customer Experience    15.0%    

    
 

     
 

Total    100.0%    
    

 

     

 

 
(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed in

connection with the completion of Vistra Energy’s 2016 annual financial statements.

Individual Performance Modifier

After approving the actual performance against the applicable targets under the EAIP, the Compensation Committee and the CEO reviews the performance
of each of our executive officers on an individual and comparative basis. Based on this review, which includes an analysis of both objective and subjective criteria,
as determined by the Compensation Committee in its sole discretion, including the CEO’s recommendations (with respect to all executive officers other than
himself), the Compensation Committee approves an individual performance modifier for each executive officer.

Under the terms of the EAIP, the individual performance modifier can range from an outstanding rating (150%) to an unacceptable rating (0%). To calculate
an executive officer’s final annual cash incentive bonus, the executive officer’s corporate/business unit payout percentages are multiplied by the executive officer’s
target incentive level, which is computed as a percentage of annualized base salary, and then by the executive officer’s individual performance modifier.

Actual Awards

The following table provides a summary of the 2016 performance-based cash bonus for each Named Executive Officer under the EAIP.
 

Name   
Target 

(% of salary)  
Target Award

($ Value)    
Actual Award

($) (1)  
Curtis A. Morgan    100%   950,000    
James A. Burke    90%   675,000    
J. William Holden    90%   531,000     N/A  
Carrie Lee Kirby    70%   301,000    
Sara Graziano    70%   280,000    

 
(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed in

connection with the completion of Vistra Energy’s 2016 annual financial statements.
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2016
Omnibus
Incentive
Plan

Overview of Non-Recurring Emergence Equity Grants

During the 2016 Stub Period, in connection with Emergence, the Board awarded non-recurring equity grants to our Named Executive Officers with 50% of
the target value of each named executive officer’s long-term incentive award in the form of stock options and 50% in the form of RSUs.

These awards were intended to serve as a retention and motivational tool and align our executive officers with the interests of our stockholders. Award sizes
were determined based on an evaluation of internal pay equity, and compensation levels for comparable positions among peer companies, and the energy utility
industry. Importantly, we and the Board, considered the size of the emergence equity grants, annualized over the vesting period, and in the context of total direct
compensation, compared to market practice in assessing their reasonableness as well. We also reviewed and considered market data for equity practices at other
emerged companies from both inside and outside the energy sector with respect to the design of the program and the grant values. In doing so, we found these type
of equity programs are common practice for recently emerged companies.
 
Non-Recurring Emergence Equity Grants   

Total Grant 
Value  

Curtis A. Morgan – Chief Executive Officer   $ 5,000,000  

James A. Burke – EVP & Chief Operating Officer   $ 4,000,000  

J. William Holden – EVP & Chief Financial Officer   $ 2,500,000  

Carrie Lee Kirby – EVP & Chief Administrative Officer   $ 1,600,000  

Sara Graziano – SVP Corporate Development & Strategy   $ 1,200,000  

Awards Granted in the 2016 Stub Period
 

Stock Options (50% of Emergence Equity Grants)

50% of the targeted non-recurring emergence equity value was granted in the form of non-qualified stock options that vest ratably over a four-year period
and expire after 10 years. The exercise price of each option was the closing price of our common stock on the date of grant as reported on the OTCQX U.S. market.
The number of options granted was determined by dividing the targeted stock option value for each executive by the value of each option, which was computed
using the Black-Scholes option-pricing model using the same assumptions that we use in calculating the compensation expense attributable to such grants under
Financial Accounting Standards Board Accounting Standards Codification Topic 718 (ASC 718).
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Restricted Stock Units (50% of Emergence Equity Grants)

50% of the targeted non-recurring emergence equity value was granted in the form of RSUs that vest ratably over a four year period. The number of shares
of RSUs awarded to each executive was determined by dividing the targeted RSU value for each executive by the closing price of our common stock on the grant
date as reported on the OTCQX U.S. market in accordance with ASC 718.

Non-Recurring Emergence Equity Awards
 

Name   
# of Stock
Options    

Stock Option
$ Value    

# of Restricted
Stock Units    

Restricted Stock
Unit Value    

Total 
Value $  

Curtis A. Morgan    526,316    $ 2,500,000     152,905    $ 2,500,000    $5,000,000  
James A. Burke    421,053    $ 2,000,000     122,324    $ 2,000,000    $4,000,000  
J. William Holden    281,532    $ 1,250,000     86,505    $ 1,250,000    $2,500,000  
Carrie Lee Kirby    168,421    $ 800,000     48,930    $ 800,000    $1,600,000  
Sara Graziano    126,316    $ 600,000     36,697    $ 600,000    $1,200,000  

Future Equity Awards

In the future, the Compensation Committee may provide additional grants and forms of equity to drive certain aspects of our operating and financial
performance as the Compensation Committee sees fit, and as supported by market data and the executive’s performance. The Compensation Committee believes
that long-term incentive compensation is an important component of our compensation program because it has the potential for retaining and motivating
executives, aligning executives’ financial interests with the interests of stockholders, and rewarding the achievement of our long-term strategic and financial goals.

Benefits
and
Perquisites

Benefits

Our executive officers generally have the opportunity to participate in certain of our broad-based employee compensation plans, including our Thrift
(401(k)) Plan (the Thrift Plan), and health and welfare plans. Please refer to the footnotes to the Summary Compensation Table below and Note 17 to the Financial
Statements for a more detailed description of our Thrift Plan.

Perquisites

We provided our executives with certain perquisites, including financial planning services, during the 2016 Stub Period.

Employment Arrangements and Termination Provisions

We have entered into employment agreements with each of our Named Executive Officers. Each of the employment agreements provides that certain
payments and benefits will be paid upon the expiration or termination of the agreement under various circumstances, including termination without cause,
resignation for good reason and termination of employment within a fixed period of time following a change in control of Vistra Energy.

We believe these provisions are important in order to attract, motivate and retain the caliber of executive officers that our business requires and provide
incentive for our executive officers to fully consider potential changes that are in our and our stockholders’ best interest, even if such changes could result in the
executive officers’ termination of employment.
 
 

130



Table of Contents

For a description of the applicable provisions in the employment agreements of our Named Executive Officers and a summary of certain potential
termination or change in control payments, see “—Employment Agreements” and “—Potential Payments upon Termination or Change in Control” below.

Other
Compensation
Policies

Insider Trading Policy

Under our insider trading policy, members of the Board and all of our officers and employees shall not engage in any direct or derivative transactions
involving any securities of Vistra Energy, including, hedging transactions, pledges of Vistra securities as collateral or short sales thereof.

Accounting,
Tax
and
Other
Considerations

Accounting Considerations

We follow ASC 718 for our stock-based compensation awards, and the compensation that we pay to our executives is expensed in our financial statements as
required by U.S. GAAP.

As one of many factors, our compensation committee considers the financial statement impact in determining the amount of, and allocation among the
elements of, executive compensation.

Income Tax Considerations

Section 162(m) of the Code limits the tax deductibility by a publicly-held company of compensation in excess of $1 million paid to the CEO or any other of
its three most highly compensated executive officers other than the principal financial officer. Because Vistra Energy was not subject to Section 162(m) of the
Code in 2016, it was not a factor in the Company’s 2016 compensation decisions.

Risk Assessment

Our management team annually initiates Vistra Energy’s internal risk review and assessment process for our compensation policies and practices, which is
provided to Vistra Energy’s Audit and Compensation Committees for review.

Say on Pay Vote

Because Vistra Energy has not yet held an annual stockholders meeting, we are not yet required to hold say-on-pay votes concerning the compensation of our
Named Executive Officers.
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Summary Compensation Table – 2016

The following table provides information for the 2016 Stub Period regarding the aggregate compensation paid to our Named Executive Officers.
 

Name and 
Principal
Position  Year   

Salary 
($)   

Bonus 
($) (1)   

Stock 
Awards 

($) (2)   

Option 
Awards 

($) (3)   

Non-Equity 
Incentive 

Plan 
Compensation

($) (4)   

Change in 
Pension Value

and 
Non-qualified 

Deferred 
Compensation

($)   

All Other 
Compensation

($) (5)   
Total 

($)  
Curtis A. Morgan 
President & CEO of Vistra Energy   2016    233,846    —      2,500,000    2,500,000     —      17,056    5,250,902  

James A. Burke 
EVP and Chief Operating Officer of Vistra Energy   2016    184,615    1,000,000    2,000,000    2,000,000     —      2,529    5,187,144  

J. William Holden 
EVP and Chief Financial Officer of Vistra Energy   2016    45,385    150,000    1,250,000    1,250,000    —      —      3,166    2,698,551  

Carrie Lee Kirby 
EVP and Chief Administrative Officer of Vistra
Energy   2016    105,846    200,000    800,000    800,000     —      2,529    1,908,375  

Sara Graziano 
SVP, Corporate Development and Strategy of Vistra
Energy   2016    98,462    —      600,000    600,000     —      13,454    1,311,915  
 
(1) The amounts reported in this column for Mr. Burke and Ms. Kirby represent discretionary cash bonuses that the relevant executive officer earned in 2016. The amount reported in this

column for Mr. Holden is an agreed upon amount pursuant to his Employment Agreement that was paid in lieu of EAIP for 2016.
(2) The amounts reported as “Stock Awards” represent the grant date fair value (as computed in accordance with ASC 718) of certain RSUs that were granted to our Named Executive

Officers.
(3) The amounts reported as “Option Awards” represent the grant date fair value (as computed in accordance with ASC 718) of certain stock options that were granted to our Named Executive

Officers.
(4) The amounts to be reported as “Non-Equity Incentive Plan Compensation” were earned by the respective Named Executive Officers in 2016 under the EAIP. These numbers will be

provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed.
(5) The amounts for the 2016 Stub Period reported as “All Other Compensation” are attributable to the Named Executive Officer’s receipt of compensation as described in the following table:
 

Name   

Matching 
Contribution

to Thrift 
Plan (b)    

Financial
Planning

(c)    
Relocation
Expenses    Total  

Curtis A. Morgan    6,577     —       10,479     17,056  
James A. Burke    —       2,529     —       2,529  
J. William Holden    —       —       3,166     3,166  
Carrie Lee Kirby    —       2,529     —       2,529  
Sara Graziano    308     —       13,146     13,454  

 
 (a) For purposes of preparing this table, all perquisites are valued on the basis of the actual cost to Vistra Energy.

 
(b) Our Thrift Plan allows participating employees to contribute a portion of their regular salary or wages to the plan. Under the Thrift Plan, Vistra Energy matches a portion of an

employee’s contributions. This matching contribution is 100% of each Named Executive Officer’s contribution up to 6% of the Named Executive Officer’s salary up to the annual
IRS compensation limit. All matching contributions are invested in Thrift Plan investments as directed by the participant.

 
(c) We offer to pay for our executive officers to receive financial planning services. This service is intended to support them in managing their financial affairs, which we consider

especially important given the high level of time commitment and performance expectation required of our executive officers. Furthermore, we believe that such service helps
ensure greater accuracy and compliance with individual tax regulations by our executive officers.
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Grants of Plan-Based Awards – 2016

The following table sets forth information regarding grants of compensatory awards to our Named Executive Officers for the 2016 Stub Period.
 

       

Estimated Future Payouts Under 
Non-Equity Incentive Plan 

Awards (1)    

All other 
Stock 

Awards: 
Numbers 
of Shares 
of Stock 
or Units 

(#)  

  
All other 
Option 

Awards: 
Number of 
Securities 
Underlying
Options (#) 

  
Exercise
or Base 
Price of 
Option 
Awards 

($/Sh)
(2)  

  
Grant Date 
Fair Value 

of Stock 
and Option 

Awards  Name   

Approval/ 
Grant 
Date    

Threshold
($)    

Target 
($)    

Maximum 
($)          

Curtis A. Morgan    10/03/16     —       950,000     1,900,000     —       —       —       —  
   10/11/16     —       —       —       152,905     —       —       2,500,000  
   10/11/16     —       —       —       —       526,316     16.35     2,500,000  

James A. Burke    10/03/16     —       675,000     1,228,907     —       —       —       —  
   10/11/16     —       —       —       122,324     —       —       2,000,000  
   10/11/16     —       —       —       —       421,053     16.35     2,000,000  

J. William Holden    10/03/16     —       —       —       —       —       —       —  
   12/05/16     —       —       —       86,505     —       —       1,250,000  
   12/05/16     —       —       —       —       281,532     14.45     1,250,000  

Carrie Lee Kirby    10/03/16     —       301,000     539,939     —       —       —       —  
   10/11/16     —       —       —       48,930     —       —       800,000  
   10/11/16     —       —       —       —       168,421     16.35     800,000  

Sara Graziano    10/03/16     —       280,000     560,000     —       —       —       —  
   10/11/16     —       —       —       36,697     —       —       600,000  
   10/11/16     —       —       —       —       126,316     16.35     600,000  

 
(1) Represents the target and maximum amounts available under the EAIP for 2016 for each Named Executive Officer. Each payment is reported in the

Summary Compensation Table in the year earned under the heading “Non-Equity Incentive Plan Compensation,” and is described above under the section
entitled “Annual Incentive Plan”.

(2) The amounts above do not take into account the 2016 Special Dividend. If approved by the Compensation Committee, such amounts will be adjusted to
appropriately reflect the 2016 Special Dividend.

For a discussion of certain material terms of the employment agreements with the Named Executive Officers, please see “—Employment Agreements”
below.
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Outstanding Equity Awards at Fiscal Year-End – 2016

The following table sets forth information regarding outstanding equity awards to our Named Executive Officers at fiscal year-end for the 2016 Stub Period.
 
   Option Awards   Stock Awards  

Name   

Number of 
Securities 

Underlying 
Unexercised
Options (#) 
Exercisable    

Number of 
Securities 

Underlying 
Unexercised 
Options (#) 

Unexercisable  

Equity 
Incentive 

Plan 
Awards: 

Number of 
Securities 

Underlying 
Unexercised
Unearned 
Options (#)    

Option 
Exercise

Price 
($) (1)    

Option 
Expiration 

Date   

Number 
of Shares 
or Units 
of Stock 
that have 

not 
Vested 

(#)   

Market 
Value of 

Shares or 
Units of 

Stock that 
have not 

Vested ($) (2)   

Equity 
Incentive 

Plan 
Awards: 
Number 

of 
Unearned
Shares, 
Units or 

other 
Rights 

that have 
not 

Vested 
(#)    

Equity 
Incentive 

Plan 
Awards: 
Market 

or Payout
Value of 
Unearned
Shares, 
Units or 

other 
Rights 

that have 
not 

Vested 
($)  

Curtis A. Morgan    —       526,316(3)    —       16.35     10/11/26    152,905(3)    2,370,028     —       —    
James A. Burke    —       421,053(3)    —       16.35     10/11/26    122,324(3)    1,896,022     —       —    
J. William Holden    —       281,532(4)    —       14.45     12/05/26    86,505(4)    1,340,828     —       —    
Carrie Lee Kirby    —       168,421(3)    —       16.35     10/11/26    48,930(3)    758,415     —       —    
Sara Graziano    —       126,316(3)    —       16.35     10/11/26    36,697(3)    568,804     —       —    
 
(1) The amounts above do not take into account the 2016 Special Dividend. If approved by the Compensation Committee, such amounts will be adjusted to

appropriately reflect the 2016 Special Dividend.
(2) The amount listed in this column represents the product of the closing market price of the Company’s stock on December 30, 2016 ($15.50) as reported on

the OTCQX U.S. market, multiplied by the number of shares of stock subject to the award.
(3) Granted on October 11, 2016 and vests ratably on the first four anniversaries of October 3, 2016.
(4) Granted on December 5, 2016 and vests ratably on the first four anniversaries of October 3, 2016.

Potential Payments upon Termination or Change in Control

The following tables and narrative below describe payments to each of the Named Executive Officers (or, as applicable, enhancements to payments or
benefits) in the event of his or her termination, including if such termination is voluntary, for cause, as a result of death, as a result of disability, without cause or for
good reason or in connection with a change in control. Additional narrative descriptions of such employment agreements and such termination payments are
included under “—Employment Agreements” below.

Contingent Payments upon Termination

As of December 31, 2016, each of Messrs. Morgan, Burke and Holden and Mses. Kirby and Graziano had employment agreements with change in control
and severance provisions.

With respect to each Named Executive Officer’s employment agreement, a change in control is generally defined as (i) a transaction that results in the
acquisition of 30% or more of our common stock, (ii) a change in the composition of the Board such that members of the Board during any consecutive 12-month
period cease to constitute a majority of the Board, (iii) the approval by the stockholders of the Company of a plan of complete dissolution or liquidation of the
Company, or (iv) a transaction that results in a merger or sale of substantially all of our assets or capital stock to another person who is not an affiliate of the
Company.

The following tables describe payments to which each Named Executive Officer is entitled under his or her employment agreement assuming termination of
employment as of December 31, 2016. Additional narrative descriptions of such employment agreements and such termination payments is included under “—
Employment Agreements” below.
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Potential
Payments
to
Mr.
Morgan
upon
Termination
as
of
December
31,
2016
(see
“—Employment
Agreements—Mr.
Morgan’s
Employment
Arrangements”
below)
 

Benefit   
Voluntary

($)    

For 
Cause

($)    Death ($)    
Disability

($)    

Without 
Cause Or 
For Good 
Reason ($)    

Without 
Cause Or 
For Good 
Reason In 
Connection

With 
Change in 
Control ($)  

Cash Severance    —       —       —       —       3,800,000     6,631,000  
EAIP (1)    —       —             —    
Unvested RSU Awards (2)    —       —       681,193     681,193     681,193     2,724,771  
Unvested Stock Options (3)    —       —       —       —       —       —    
Health & Welfare:    —       —       —       —       —       —    

- Medical/COBRA    —       —       —       —       3,317     3,317  
- Dental/COBRA    —       —       —       —       1,061     1,061  
- Vision/COBRA    —       —           492     492  

Totals    0     0     681,193     681,193     4,486,063     9,360,642  
 
(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed.
(2) The value of unvested RSU awards represents the sum of (i) the closing price of our common stock on December 30, 2016 ($15.50), as reported by the

OTCQX U.S. market of all shares of stock subject to RSUs that would vest upon the triggering event, and (ii) the value of the 2016 Special Dividend ($2.32
per share) attributable to all shares of stock subject to RSUs that would vest upon the triggering event.

(3) As of December 31, 2016, the exercise price for these options was higher than the value of the underlying common stock. The amounts above do not take
into account the 2016 Special Dividend. If approved by the Compensation Committee, such amounts will be adjusted to appropriately reflect the 2016
Special Dividend.

Potential
Payments
to
Mr.
Burke
upon
Termination
as
of
December
31,
2016
(see
“—Employment
Agreements—Mr.
Burke’s
Employment
Arrangements”
below)
 

Benefit   Voluntary ($)   For Cause ($)   Death ($)    Disability ($)   

Without 
Cause Or 
For Good 
Reason ($)    

Without Cause Or 
For Good Reason In 

Connection With 
Change in Control ($) 

Cash Severance    —       —       —       —       2,850,000     4,935,750  
EAIP (1)    —       —             —    
Unvested RSU Awards (2)    —       —       544,954     544,954     544,954     2,179,816  
Unvested Stock Options (3)    —       —       —       —       —       —    
Health & Welfare:    —       —       —       —       —       —    

- Medical/COBRA    —       —       —       —       3,317     3,317  
- Dental/COBRA    —       —       —       —       1,061     1,061  
- Vision/COBRA    —       —           492     492  

Totals    0     0     544,954     544,954     3,399,824     7,120,437  
 
(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed.
(2) The value of unvested RSU awards represents the sum of (i) the closing price of our common stock on December 30, 2016 ($15.50), as reported by the

OTCQX U.S. market of all shares of stock subject to RSUs that would vest upon the triggering event, and (ii) the value of the 2016 Special Dividend ($2.32
per share) attributable to all shares of stock subject to RSUs that would vest upon the triggering event.
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(3) As of December 31, 2016, the exercise price for these options was higher than the value of the underlying common stock. The amounts above do not take
into account the 2016 Special Dividend. If approved by the Compensation Committee, such amounts will be adjusted to appropriately reflect the 2016
Special Dividend.

Potential
Payments
to
Mr.
Holden
upon
Termination
as
of
December
31,
2016
(see
“—Employment
Agreements—Mr.
Holden’s
Employment
Arrangements”
below)
 

Benefit   Voluntary ($)   For Cause ($)   Death ($)    Disability ($)   

Without 
Cause Or 
For Good 
Reason ($)    

Without Cause Or 
For Good Reason In 

Connection With 
Change in Control ($) 

Cash Severance    —       —       —       —       2,242,000     3,882,790  
EAIP (1)    —       —             —    
Unvested RSU Awards (2)    —       —       385,381     385,381     385,381     1,541,522  
Unvested Stock Options (3)    —       —       73,902     73,902     73,902     295,608  
Health & Welfare:    —       —       —       —       —       —    

- Medical/COBRA    —       —       —       —       3,317     3,317  
- Dental/COBRA    —       —       —       —       1,061     1,061  
- Vision/COBRA    —       —           492     492  

Totals    0     0     459,283     459,283     2,706,153     5,724,790  
 

(1) The amount reported in this column for Mr. Holden is an agreed upon amount pursuant to his Employment Agreement to be paid in lieu of EAIP for 2016.
(2) The value of unvested RSU awards represents the sum of (i) the closing price of our common stock on December 30, 2016 ($15.50), as reported by the

OTCQX U.S. market of all shares of stock subject to RSUs that would vest upon the triggering event, and (ii) the value of the 2016 Special Dividend ($2.32
per share) attributable to all shares of stock subject to RSUs that would vest upon the triggering event.

(3) The value of unvested stock options represents the difference in the exercise price and the closing price of our stock on December 31, 2016 ($15.50) of all
stock options that would vest upon the triggering event. The amounts above do not take into account the 2016 Special Dividend. If approved by the
Compensation Committee, such amounts will be adjusted to appropriately reflect the 2016 Special Dividend.

Potential
Payments
to
Ms.
Kirby
upon
Termination
as
of
December
31,
2016
(see
“—Employment
Agreements—Ms.
Kirby’s
Employment
Arrangements”
below)
 

Benefit   Voluntary ($)   For Cause ($)   Death ($)    Disability ($)   

Without 
Cause Or 
For Good 
Reason ($)    

Without Cause Or 
For Good Reason In

Connection With 
Change in Control 

($)  
Cash Severance    —       —       —       —       1,462,000     2,486,690  
EAIP (1)    —       —             —    
Unvested RSU Awards (2)    —       —       217,981     217,981     217,981     871,927  
Unvested Stock Options (3)    —       —       —       —       —       —    
Health & Welfare:    —       —       —       —       —       —    

- Medical/COBRA    —       —       —       —       3,317     3,317  
- Dental/COBRA    —       —       —       —       1,061     1,061  
- Vision/COBRA    —       —           492     492  

Totals    0     0     217,981     217,981     1,684,851     3,363,487  
 
(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed.
(2) The value of unvested RSU awards represents the sum of (i) the closing price of our common stock on December 30, 2016 ($15.50), as reported by the

OTCQX U.S. market of all shares of stock subject to RSUs
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 that would vest upon the triggering event, and (ii) the value of the 2016 Special Dividend ($2.32 per share) attributable to all shares of stock subject to RSUs
that would vest upon the triggering event.

(3) As of December 31, 2016, the exercise price for these options was higher than the value of the underlying common stock. The amounts above do not take
into account the 2016 Special Dividend. If approved by the Compensation Committee, such amounts will be adjusted to appropriately reflect the 2016
Special Dividend.

Potential
Payments
to
Ms.
Graziano
upon
Termination
as
of
December
31,
2016
(see
“—Employment
Agreements—Ms.
Graziano’s
Employment
Arrangements”
below)
 

Benefit   Voluntary ($)   For Cause ($)   Death ($)    Disability ($)   

Without 
Cause Or 
For Good 
Reason ($)    

Without Cause Or 
For Good Reason In 

Connection With 
Change in Control ($) 

Cash Severance    —       —       —       —       1,360,000     2,313,200  
EAIP (1)    —       —             —    
Unvested RSU Awards (2)    —       —       163,486     163,486     163,486     653,945  
Unvested Stock Options (3)    —       —       —       —       —       —    
Health & Welfare:    —       —       —       —       —       —    

- Medical/COBRA    —       —       —       —       3,317     3,317  
- Dental/COBRA    —       —       —       —       1,061     1,061  
- Vision/COBRA    —       —           492     492  

Totals    0     0     163,486     163,486     1,528,356     2,972,015  
 

(1) These numbers will be provided in a future amendment to the Registration Statement of which this prospectus is a part after they have been confirmed.
(2) The value of unvested RSU awards represents the sum of (i) the closing price of our common stock on December 30, 2016 ($15.50), as reported by the

OTCQX U.S. market of all shares of stock subject to RSUs that would vest upon the triggering event, and (ii) the value of the 2016 Special Dividend ($2.32
per share) attributable to all shares of stock subject to RSUs that would vest upon the triggering event.

(3) As of December 31, 2016, the exercise price for these options was higher than the value of the underlying common stock. The amounts above do not take
into account the 2016 Special Dividend. If approved by the Compensation Committee, such amounts will be adjusted to appropriately reflect the 2016
Special Dividend.

Director Compensation

Vistra Energy Corp. is a newly created entity created in connection with Emergence, and the directors of Vistra Energy Corp. were appointed to such
positions with effect as of the Effective Date. As a result, there is no relevant 2015 compensation disclosure relating to the directors of Vistra Energy Corp.

The table below sets forth information regarding the aggregate compensation earned by or paid to the members of the Board during the year ended December
31, 2016. Vistra Energy reimburses directors for reasonable expenses incurred in connection with their services as directors.
 
Name   

Fees Earned or
Paid in Cash    

Stock Awards
($)    Total ($)  

Gavin R. Baiera (1)(2)(4)    48,750     —     48,750  
Jennifer Box (1)(2)(4)    48,750     —     48,750  
Jeff D. Hunter (2)(3)    28,750     100,000     128,750  
Michael S. Liebelson (1)(2)(5)    23,750     100,000     123,750  
Cyrus Madon (1)(2)(4)    48,750     —     48,750  
Curtis A. Morgan    —     —     —  
Geoffrey D. Strong (1)(2)(4)    48,750     —     48,750  
 
(1) Members of the Board who are not officers of Vistra Energy and not Chair of the Audit Committee receive an annual board retainer of $80,000 and an

annual committee retainer of $15,000.
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(2) Members of the Board who are not officers of Vistra Energy receive an annual equity award in the amount of $100,000. Certain members of the Board
elected to be paid in cash in lieu of their equity award.

(3) The Chair of the Audit Committee receives an annual board retainer of $90,000 and an annual committee retainer of $25,000.
(4) Fees were directly paid to entities affiliated with the employer of such director for firm use and not redirected to individual directors.
(5) Michael S. Liebelson resigned from the Board effective February 1, 2017, and in consideration of a General Release Agreement between the Company and

Mr. Liebelson, he is entitled to a lump sum payment of $266,250 to be paid in February 2017. In addition, the RSUs held by Mr. Liebelson were fully vested
in connection with his resignation.

Employment Agreements

In addition to the right to participate in the 2016 Incentive Plan described below under “— 2016 Incentive Plan” at the discretion of the Committee, each of
Mr. Morgan, Mr. Burke Ms. Kirby, Ms. Graziano and Ms. Moore entered into an employment agreement with Vistra Energy Corp., effective as of October 4, 2016
and Mr. Holden entered into an employment agreement with Vistra Energy Corp., effective as of December 5, 2016. The following is a summary of the material
terms of each such employment agreement, along with certain related compensation arrangements for each such executive officer.

Each Named Executive Officer’s employment agreement includes customary non-compete and non-solicitation provisions that generally restrict the Named
Executive Officer’s ability to compete with us or solicit our customers or employees for his or her own personal benefit during the term of the employment
agreement and 24 months after the employment agreement expires or is terminated.

Mr. Morgan’s Employment Agreement

Mr. Morgan’s employment agreement with Vistra Energy Corp. (the Morgan Agreement) has an initial term that ends on October 4, 2019, and thereafter, the
Morgan Agreement provides for automatic one-year extensions, unless either Vistra Energy Corp. or Mr. Morgan gives 60 days’ prior written notice electing not to
extend the Morgan Agreement. Pursuant to the Morgan Agreement, Mr. Morgan will receive a base salary of no less than $950,000 per year, which may be
increased (but not decreased) at the sole discretion of the Board. Mr. Morgan also will have the opportunity to earn an annual cash bonus (Annual Bonus) based
upon the achievement of performance metrics approved by the Board and subject to the Board’s full discretion. Mr. Morgan’s target Annual Bonus opportunity is
100% of his base salary (Target Bonus), and his maximum Annual Bonus opportunity is 200% of the Target Bonus.

The Morgan Agreement also provides Mr. Morgan with equity compensation. On the Effective Date, the Board approved the grant of stock options and
RSUs under the 2016 Incentive Plan to Mr. Morgan, which grant had an aggregate grant date fair value of $5,000,000. The grant consisted of 526,316 stock options
and 152,905 RSUs which, on a grant date fair value basis, represented a grant of approximately 50% stock options and 50% RSUs. The exercise price for the stock
options was determined by the Board in a manner compliant with Section 409A of the Internal Revenue Code.

Following October 4, 2017, the Morgan Agreement provides for annual equity awards, with the amount and form of each such equity award to be determined
by the Board. All of the equity awards will be subject to the terms of the 2016 Incentive Plan. In addition to providing Mr. Morgan with equity compensation, the
Morgan Agreement required Mr. Morgan to make a cash equity investment in Vistra Energy Corp. common stock equal to $1,250,000, with the timing to be
determined in good faith by the Board and Mr. Morgan, and such obligation has been fulfilled.

The Morgan Agreement also entitles Mr. Morgan to participate in the benefit plans and programs, and receive such perquisites, in each case, as are provided
by Vistra Energy Corp. from time to time to its senior executives
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generally, subject to the terms of such plans and programs and commensurate with Mr. Morgan’s position. Additionally, Mr. Morgan is entitled to receive up to
$15,000 per year towards his tax and financial planning.

Upon any termination of employment with Vistra Energy Corp., Mr. Morgan will be entitled to (a) his accrued but unpaid base salary and any accrued but
unused vacation as of the termination date, (b) any unreimbursed business expenses incurred through the termination date, and (c) any payments and benefits to
which he may be entitled under any benefit plans, programs, or arrangements (collectively, Accrued Obligations).

If Mr. Morgan’s employment with Vistra Energy Corp. is terminated by Vistra Energy Corp. without Cause (as defined in the Morgan Agreement) (and other
than due to his death or disability), by Mr. Morgan for Good Reason (as defined in the Morgan Agreement) or due to Vistra Energy Corp.’s non-renewal of the
employment term, then in addition to the Accrued Obligations and subject to Mr. Morgan’s execution and non-revocation of a general release of claims within the
60 days following his employment termination date, Mr. Morgan will be entitled to (a) an aggregate amount equal to two times the sum of (i) his base salary plus
(ii) (x) the Target Bonus, if such termination occurs prior to October 4, 2018, or (y) the prior year’s Annual Bonus, if such termination occurs on or after October 4,
2018, with such amount payable in 24 equal installments following the termination in accordance with Vistra Energy Corp.’s normal payroll practices; (b) a pro-
rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the amount of the Annual Bonus that would have been payable to him had
his employment not so terminated, based on actual performance measured through the fiscal year of termination, and (ii) a fraction, the numerator of which is the
number of days elapsed in Vistra Energy Corp.’s fiscal year in which the termination occurs through such termination and the denominator of which is the number
of days in such fiscal year (Pro-Rated Bonus); (c) any accrued but unpaid Annual Bonus in respect of the fiscal year prior to the fiscal year of termination (Unpaid
Annual Bonus); (d) up to 24 months of continued health insurance benefits under the terms of the applicable Vistra Energy Corp. benefit plans, subject to his
payment of the employee-portion of the benefit premiums and terminable upon his eligibility for comparable coverage under another employer’s benefit plans (with
Vistra Energy Corp. having the alternative to pay the employer-portion of the COBRA continuation coverage premiums instead of providing coverage under its
plans under certain circumstances) (Health Benefits); and (e) accelerated vesting of the portion of Mr. Morgan’s outstanding equity awards that would have vested
in the 12 months following termination had he remained employed (with fully vested options to remain exercisable for 90 days following termination or, if
Mr. Morgan is subject to Section 16 of the Exchange Act as of the date of his termination, 180 days following termination (or until the option’s regular expiration
date, if shorter)).

If Mr. Morgan’s employment is terminated within the 18-month period following a change of control of Vistra Energy Corp., then in addition to the Accrued
Obligations and subject to his execution and non-revocation of a general release of claims within the 60 days following his employment termination date, Mr.
Morgan will be entitled to (a) an aggregate amount equal to 2.99 times the sum of (i) his base salary plus (ii) the Target Bonus, with such amount payable in a lump
sum; (b) a pro-rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the Target Bonus and (ii) a fraction, the numerator of which
is the number of days elapsed in Vistra Energy Corp.’s fiscal year in which the termination occurs through such termination and the denominator of which is the
number of days in such fiscal year; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated vesting of all of Mr. Morgan’s
equity awards that were outstanding as of the change of control.

If Mr. Morgan’s employment with Vistra Energy Corp. is terminated due to his death or disability, then in addition to the Accrued Obligations, Mr. Morgan
will be entitled to (a) the Pro-Rated Bonus; (b) any Unpaid Annual Bonus; and (c) accelerated vesting of the portion of Mr. Morgan’s outstanding equity awards
that would have vested in the 12 months following termination had he remained employed (with fully vested options to remain exercisable for one year following
termination (or until the option’s regular expiration date, if shorter)).

The Morgan Agreement subjects Mr. Morgan to perpetual confidentiality, assignment of inventions and non-disparagement provisions, as well as non-
competition and non-solicitation provisions that apply during his employment and for the 24-month period thereafter.
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Mr. Burke’s Employment Agreement

Mr. Burke’s employment agreement with Vistra Energy Corp. (the Burke Agreement) has an initial term that ends on October 4, 2019, and thereafter, the
Burke Agreement provides for automatic one-year extensions, unless either Vistra Energy Corp. or Mr. Burke gives 60 days’ prior written notice electing not to
extend the Burke Agreement. Pursuant to the Burke Agreement, Mr. Burke will receive a base salary of no less than $750,000 per year, which may be increased
(but not decreased) at the sole discretion of the Board. Mr. Burke also will have the opportunity to earn an Annual Bonus based upon the achievement of
performance metrics approved by the Board and subject to the Board’s full discretion. Mr. Burke’s target Annual Bonus opportunity is 90% of his base salary (the
Burke Target Bonus), and his maximum Annual Bonus opportunity is 200% of the Burke Target Bonus.

The Burke Agreement also provides Mr. Burke with equity compensation. On the Effective Date, the Board approved the grant of stock options and RSUs
under the 2016 Incentive Plan to Mr. Burke, which grant had an aggregate grant date fair value of $4,000,000. The grant consisted of 421,053 stock options and
122,324 RSUs which, on a grant date fair value basis, represented a grant of approximately 50% stock options and 50% RSUs. The exercise price for the stock
options was determined by Mr. Morgan in a manner compliant with Section 409A of the Internal Revenue Code.

Following October 4, 2017 , the Burke Agreement provides for annual equity awards, with the amount and form of each such equity award to be determined
by the Board. All of the equity awards will be subject to the terms of the 2016 Incentive Plan.

The Burke Agreement also entitles Mr. Burke to participate in the benefit plans and programs, and receive such perquisites, in each case, as are provided by
Vistra Energy Corp. from time to time to its senior executives generally, subject to the terms of such plans and programs and commensurate with Mr. Burke’s
position. Additionally, Mr. Burke is entitled to receive up to $15,000 per year towards his tax and financial planning.

Upon any termination of employment with Vistra Energy Corp., Mr. Burke will be entitled to the Accrued Obligations.

If Mr. Burke’s employment with Vistra Energy Corp. is terminated by Vistra Energy Corp. without Cause (as defined in the Burke Agreement) (and other
than due to his death or disability), by Mr. Burke for Good Reason (as defined in the Burke Agreement) or due to Vistra Energy Corp.’s non-renewal of the
employment term, then in addition to the Accrued Obligations and subject to Mr. Burke’s execution and non-revocation of a general release of claims within the 60
days following his employment termination date, Mr. Burke will be entitled to (a) an aggregate amount equal to two times the sum of (i) his base salary plus (ii) (x)
the Burke Target Bonus, if such termination occurs prior to October 4, 2018, or (y) the prior year’s Annual Bonus, if such termination occurs on or after October 4,
2018, with such amount payable in 24 equal installments following the termination in accordance with Vistra Energy Corp.’s normal payroll practices; (b) a pro-
rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the amount of the Annual Bonus that would have been payable to him had
his employment not so terminated, based on actual performance measured through the fiscal year of termination, and (ii) the Pro-Rated Bonus; (c) any Unpaid
Annual Bonus; (d) up to 24 months of continued the Health Benefits; and (e) accelerated vesting of the portion of Mr. Burke’s outstanding equity awards that
would have vested in the 12 months following termination had he remained employed (with fully vested options to remain exercisable for 90 days following
termination or, if Mr. Burke is subject to Section 16 of the Exchange Act as of the date of his termination, 180 days following termination (or until the option’s
regular expiration date, if shorter)).

If Mr. Burke’s employment is terminated within the 18-month period following a change of control of Vistra Energy Corp., then in addition to the Accrued
Obligations and subject to his execution and non-revocation of a general release of claims within the 60 days following his employment termination date, Mr.
Burke will be
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entitled to (a) an aggregate amount equal to 2.99 times the sum of (i) his base salary plus (ii) the Burke Target Bonus, with such amount payable in a lump sum; (b)
a pro-rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the Burke Target Bonus and (ii) a fraction, the numerator of which is
the number of days elapsed in Vistra Energy Corp.’s fiscal year in which the termination occurs through such termination and the denominator of which is the
number of days in such fiscal year; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated vesting of all of Mr. Burke’s
equity awards that were outstanding as of the change of control.

If Mr. Burke’s employment with Vistra Energy Corp. is terminated due to his death or disability, then in addition to the Accrued Obligations, Mr. Burke will
be entitled to (a) the Pro-Rated Bonus; (b) any Unpaid Annual Bonus; and (c) accelerated vesting of the portion of Mr. Burke’s outstanding equity awards that
would have vested in the 12 months following termination had he remained employed (with fully vested options to remain exercisable for one year following
termination (or until the option’s regular expiration date, if shorter)).

The Burke Agreement subjects Mr. Burke to perpetual confidentiality, assignment of inventions and non-disparagement provisions, as well as non-
competition and non-solicitation provisions that apply during his employment and for the 24-month period thereafter.

Mr. Holden’s Employment Agreement

Mr. Holden’s employment agreement with Vistra Energy Corp. (the Holden Agreement) has an initial term that ends on December 5, 2019, and thereafter,
the Holden Agreement provides for automatic one-year extensions, unless either Vistra Energy Corp. or Mr. Holden gives 60 days’ prior written notice electing not
to extend the Holden Agreement. Pursuant to the Holden Agreement, Mr. Holden will receive a base salary of no less than $590,000 per year, which may be
increased (but not decreased) at the sole discretion of the Board. Mr. Holden also will have the opportunity to earn an Annual Bonus based upon the achievement of
performance metrics approved by the Board and subject to the Board’s full discretion. Mr. Holden’s target Annual Bonus opportunity is 90% of his base salary (the
Holden Target Bonus), and his maximum Annual Bonus opportunity is 200% of the Holden Target Bonus.

The Holden Agreement also provides Mr. Holden with equity compensation. On December 5, 2016, the Board approved the grant of stock options and RSUs
under the 2016 Incentive Plan to Mr. Holden, which grant had an aggregate grant date fair value of $2,500,000. The grant consisted of 281,532 stock options and
86,505 RSUs which, on a grant date fair value basis, represented a grant of approximately 50% stock options and 50% RSUs. The exercise price for the stock
options was determined by Mr. Morgan in a manner compliant with Section 409A of the Internal Revenue Code.

Following December 5, 2017, the Holden Agreement provides for annual equity awards, with the amount and form of each such equity award to be
determined by the Board. All of the equity awards will be subject to the terms of the 2016 Incentive Plan.

The Holden Agreement also entitles Mr. Holden to participate in the benefit plans and programs, and receive such perquisites, in each case, as are provided
by Vistra Energy Corp. from time to time to its senior executives generally, subject to the terms of such plans and programs and commensurate with Mr. Holden’s
position. Additionally, Mr. Holden is entitled to receive up to $15,000 per year towards his tax and financial planning.

Upon any termination of employment with Vistra Energy Corp., Mr. Holden will be entitled to the Accrued Obligations.

If Mr. Holden’s employment with Vistra Energy Corp. is terminated by Vistra Energy Corp. without Cause (as defined in the Holden Agreement) (and other
than due to his death or disability), by Mr. Holden for Good
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Reason (as defined in the Holden Agreement) or due to Vistra Energy Corp.’s non-renewal of the employment term, then in addition to the Accrued Obligations
and subject to Mr. Holden’s execution and non-revocation of a general release of claims within the 60 days following his employment termination date, Mr. Holden
will be entitled to (a) an aggregate amount equal to two times the sum of (i) his base salary plus (ii) (x) the Holden Target Bonus, if such termination occurs prior to
December 5, 2018, or (y) the prior year’s Annual Bonus, if such termination occurs on or after December 5, 2018, with such amount payable in 24 equal
installments following the termination in accordance with Vistra Energy Corp.’s normal payroll practices; (b) a pro-rated Annual Bonus in respect of the fiscal year
of termination equal to the product of (i) the amount of the Annual Bonus that would have been payable to him had his employment not so terminated, based on
actual performance measured through the fiscal year of termination, and (ii) the Pro-Rated Bonus; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health
Benefits; and (e) accelerated vesting of the portion of Mr. Holden’s outstanding equity awards that would have vested in the 12 months following termination had
he remained employed (with fully vested options to remain exercisable for 90 days following termination or, if Mr. Holden is subject to Section 16 of the Exchange
Act as of the date of his termination, 180 days following termination (or until the option’s regular expiration date, if shorter)).

If Mr. Holden’s employment is terminated within the 18-month period following a change of control of Vistra Energy Corp., then in addition to the Accrued
Obligations and subject to his execution and non-revocation of a general release of claims within the 60 days following his employment termination date, Mr.
Holden will be entitled to (a) an aggregate amount equal to 2.99 times the sum of (i) his base salary plus (ii) the Holden Target Bonus, with such amount payable in
a lump sum; (b) a pro-rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the Holden Target Bonus and (ii) a fraction, the
numerator of which is the number of days elapsed in Vistra Energy Corp.’s fiscal year in which the termination occurs through such termination and the
denominator of which is the number of days in such fiscal year; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated
vesting of all of Mr. Holden’s equity awards that were outstanding as of the change of control.

If Mr. Holden’s employment with Vistra Energy Corp. is terminated due to his death or disability, then in addition to the Accrued Obligations, Mr. Holden
will be entitled to (a) the Pro-Rated Bonus; (b) any Unpaid Annual Bonus; and (c) accelerated vesting of the portion of Mr. Holden’s outstanding equity awards that
would have vested in the 12 months following termination had he remained employed (with fully vested options to remain exercisable for one year following
termination (or until the option’s regular expiration date, if shorter)).

The Holden Agreement subjects Mr. Holden to perpetual confidentiality, assignment of inventions and non-disparagement provisions, as well as non-
competition and non-solicitation provisions that apply during his employment and for the 24-month period thereafter.

Ms. Kirby’s Employment Agreement

Ms. Kirby’s employment agreement with Vistra Energy Corp. (the Kirby Agreement) has an initial term that ends on October 4, 2019, and thereafter, the
Kirby Agreement provides for automatic one-year extensions, unless either Vistra Energy Corp. or Ms. Kirby gives 60 days’ prior written notice electing not to
extend the Kirby Agreement. Pursuant to the Kirby Agreement, Ms. Kirby will receive a base salary of no less than $430,000 per year, which may be increased (but
not decreased) at the sole discretion of the Board. Ms. Kirby also will have the opportunity to earn an Annual Bonus based upon the achievement of performance
metrics approved by the Board and subject to the Board’s full discretion. Ms. Kirby’s target Annual Bonus opportunity is 70% of her base salary (the Kirby Target
Bonus), and her maximum Annual Bonus opportunity is 200% of the Kirby Target Bonus.

The Kirby Agreement also provides Ms. Kirby with equity compensation. On the Effective Date, the Board approved the grant of stock options and RSUs
under the 2016 Incentive Plan to Ms. Kirby, which grant had an aggregate grant date fair value of $1,600,000. The grant consisted of 168,421 stock options and
48,930 RSUs
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which, on a grant date fair value basis, represented a grant of approximately 50% stock options and 50% RSUs. The exercise price for the stock options was
determined by Mr. Morgan in a manner compliant with Section 409A of the Internal Revenue Code.

Following October 4, 2017 , the Kirby Agreement provides for annual equity awards, with the amount and form of each such equity award to be determined
by the Board. All of the equity awards will be subject to the terms of the 2016 Incentive Plan.

The Kirby Agreement also entitles Ms. Kirby to participate in the benefit plans and programs, and receive such perquisites, in each case, as are provided by
Vistra Energy Corp. from time to time to its senior executives generally, subject to the terms of such plans and programs and commensurate with Ms. Kirby’s
position. Additionally, Ms. Kirby is entitled to receive up to $15,000 per year towards her tax and financial planning.

Upon any termination of employment with Vistra Energy Corp., Ms. Kirby will be entitled to the Accrued Obligations.

If Ms. Kirby’s employment with Vistra Energy Corp. is terminated by Vistra Energy Corp. without Cause (as defined in the Kirby Agreement) (and other
than due to her death or disability), by Ms. Kirby for Good Reason (as defined in the Kirby Agreement) or due to Vistra Energy Corp.’s non-renewal of the
employment term, then in addition to the Accrued Obligations and subject to Ms. Kirby’s execution and non-revocation of a general release of claims within the 60
days following her employment termination date, Ms. Kirby will be entitled to (a) an aggregate amount equal to two times the sum of (i) her base salary plus (ii) (x)
the Kirby Target Bonus, if such termination occurs prior to October 4, 2018, or (y) the prior year’s Annual Bonus, if such termination occurs on or after October 4,
2018, with such amount payable in 24 equal installments following the termination in accordance with Vistra Energy Corp.’s normal payroll practices; (b) a pro-
rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the amount of the Annual Bonus that would have been payable to her had
her employment not so terminated, based on actual performance measured through the fiscal year of termination, and (ii) the Pro-Rated Bonus; (c) any Unpaid
Annual Bonus; (d) up to 24 months of continued the Health Benefits; and (e) accelerated vesting of the portion of Ms. Kirby’s outstanding equity awards that
would have vested in the 12 months following termination had she remained employed (with fully vested options to remain exercisable for 90 days following
termination or, if Ms. Kirby is subject to Section 16 of the Exchange Act as of the date of her termination, 180 days following termination (or until the option’s
regular expiration date, if shorter)).

If Ms. Kirby’s employment is terminated within the 18-month period following a change of control of Vistra Energy Corp., then in addition to the Accrued
Obligations and subject to her execution and non-revocation of a general release of claims within the 60 days following her employment termination date, Ms.
Kirby will be entitled to (a) an aggregate amount equal to 2.99 times the sum of (i) her base salary plus (ii) the Kirby Target Bonus, with such amount payable in a
lump sum; (b) a pro-rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the Kirby Target Bonus and (ii) a fraction, the
numerator of which is the number of days elapsed in Vistra Energy Corp.’s fiscal year in which the termination occurs through such termination and the
denominator of which is the number of days in such fiscal year; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated
vesting of all of Ms. Kirby’s equity awards that were outstanding as of the change of control.

If Ms. Kirby’s employment with Vistra Energy Corp. is terminated due to her death or disability, then in addition to the Accrued Obligations, Ms. Kirby will
be entitled to (a) the Pro-Rated Bonus; (b) any Unpaid Annual Bonus; and (c) accelerated vesting of the portion of Ms. Kirby’s outstanding equity awards that
would have vested in the 12 months following termination had she remained employed (with fully vested options to remain exercisable for one year following
termination (or until the option’s regular expiration date, if shorter)).

The Kirby Agreement subjects Ms. Kirby to perpetual confidentiality, assignment of inventions and non-disparagement provisions, as well as non-
competition and non-solicitation provisions that apply during her employment and for the 24-month period thereafter.
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Ms. Graziano’s Employment Agreement

Ms. Graziano’s employment agreement with Vistra Energy Corp. (the Graziano Agreement) has an initial term that ends on October 4, 2019, and thereafter,
the Graziano Agreement provides for automatic one-year extensions, unless either Vistra Energy Corp. or Ms. Graziano gives 60 days’ prior written notice electing
not to extend the Graziano Agreement. Pursuant to the Graziano Agreement, Ms. Graziano will receive a base salary of no less than $400,000 per year, which may
be increased (but not decreased) at the sole discretion of the Board. Ms. Graziano also will have the opportunity to earn an Annual Bonus based upon the
achievement of performance metrics approved by the Board and subject to the Board’s full discretion. Ms. Graziano’s target Annual Bonus opportunity is 70% of
her base salary (the Graziano Target Bonus), and her maximum Annual Bonus opportunity is 200% of the Graziano Target Bonus.

The Graziano Agreement also provides Ms. Graziano with equity compensation. On the Effective Date, the Board approved the grant of stock options and
RSUs under the 2016 Incentive Plan to Ms. Graziano, which grant had an aggregate grant date fair value of $1,200,000. The grant consisted of 126,316 stock
options and 36,697 RSUs which, on a grant date fair value basis, represented a grant of approximately 50% stock options and 50% RSUs. The exercise price for the
stock options was determined by Mr. Morgan in a manner compliant with Section 409A of the Internal Revenue Code.

Following October 4, 2017, the Graziano Agreement provides for annual equity awards, with the amount and form of each such equity award to be
determined by the Board. All of the equity awards will be subject to the terms of the 2016 Incentive Plan.

The Graziano Agreement also entitles Ms. Graziano to participate in the benefit plans and programs, and receive such perquisites, in each case, as are
provided by Vistra Energy Corp. from time to time to its senior executives generally, subject to the terms of such plans and programs and commensurate with Ms.
Graziano’s position. Additionally, Ms. Graziano is entitled to receive up to $15,000 per year towards her tax and financial planning.

Upon any termination of employment with Vistra Energy Corp., Ms. Graziano will be entitled to the Accrued Obligations.

If Ms. Graziano’s employment with Vistra Energy Corp. is terminated by Vistra Energy Corp. without Cause (as defined in the Graziano Agreement) (and
other than due to her death or disability), by Ms. Graziano for Good Reason (as defined in the Graziano Agreement) or due to Vistra Energy Corp.’s non-renewal of
the employment term, then in addition to the Accrued Obligations and subject to Ms. Graziano’s execution and non-revocation of a general release of claims within
the 60 days following her employment termination date, Ms. Graziano will be entitled to (a) an aggregate amount equal to two times the sum of (i) her base salary
plus (ii) (x) the Graziano Target Bonus, if such termination occurs prior to October 4, 2018, or (y) the prior year’s Annual Bonus, if such termination occurs on or
after October 4, 2018, with such amount payable in 24 equal installments following the termination in accordance with Vistra Energy Corp.’s normal payroll
practices; (b) a pro-rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the amount of the Annual Bonus that would have been
payable to her had her employment not so terminated, based on actual performance measured through the fiscal year of termination, and (ii) the Pro-Rated Bonus;
(c) any Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated vesting of the portion of Ms. Graziano’s outstanding equity awards
that would have vested in the 12 months following termination had he remained employed (with fully vested options to remain exercisable for 90 days following
termination or, if Ms. Graziano is subject to Section 16 of the Exchange Act as of the date of her termination, 180 days following termination (or until the option’s
regular expiration date, if shorter)).

If Ms. Graziano’s employment is terminated within the 18-month period following a change of control of Vistra Energy Corp., then in addition to the
Accrued Obligations and subject to her execution and non-revocation
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of a general release of claims within the 60 days following her employment termination date, Ms. Graziano will be entitled to (a) an aggregate amount equal to 2.99
times the sum of (i) her base salary plus (ii) the Graziano Target Bonus, with such amount payable in a lump sum; (b) a pro-rated Annual Bonus in respect of the
fiscal year of termination equal to the product of (i) the Graziano Target Bonus and (ii) a fraction, the numerator of which is the number of days elapsed in Vistra
Energy Corp.’s fiscal year in which the termination occurs through such termination and the denominator of which is the number of days in such fiscal year; (c) any
Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated vesting of all of Ms. Graziano’s equity awards that were outstanding as of
the change of control.

If Ms. Graziano’s employment with Vistra Energy Corp. is terminated due to her death or disability, then in addition to the Accrued Obligations, Ms.
Graziano will be entitled to (a) the Pro-Rated Bonus; (b) any Unpaid Annual Bonus; and (c) accelerated vesting of the portion of Ms. Graziano’s outstanding equity
awards that would have vested in the 12 months following termination had she remained employed (with fully vested options to remain exercisable for one year
following termination (or until the option’s regular expiration date, if shorter)).

The Graziano Agreement subjects Ms. Graziano to perpetual confidentiality, assignment of inventions and non-disparagement provisions, as well as non-
competition and non-solicitation provisions that apply during her employment and for the 24-month period thereafter.

Ms. Moore’s Employment Agreement

Ms. Moore’s employment agreement with Vistra Energy Corp. (the Moore Agreement) has an initial term that ends on October 4, 2019, and thereafter, the
Moore Agreement provides for automatic one-year extensions, unless either Vistra Energy Corp. or Ms. Moore gives 60 days’ prior written notice electing not to
extend the Moore Agreement. Pursuant to the Moore Agreement, Ms. Moore will receive a base salary of no less than $415,000 per year, which may be increased
(but not decreased) at the sole discretion of the Board. Ms. Moore also will have the opportunity to earn an Annual Bonus based upon the achievement of
performance metrics approved by the Board and subject to the Board’s full discretion. Ms. Moore’s target Annual Bonus opportunity is 70% of her base salary (the
Moore Target Bonus), and her maximum Annual Bonus opportunity is 200% of the Moore Target Bonus.

The Moore Agreement also provides Ms. Moore with equity compensation. On the Effective Date, the Board approved the grant of stock options and RSUs
under the 2016 Incentive Plan to Ms. Moore, which grant had an aggregate grant date fair value of $1,200,000. The grant consisted of 126,316 stock options and
36,697 RSUs which, on a grant date fair value basis, represented a grant of approximately 50% stock options and 50% RSUs. The exercise price for the stock
options was determined by Mr. Morgan in a manner compliant with Section 409A of the Internal Revenue Code.

Following October 4, 2017, the Moore Agreement provides for annual equity awards, with the amount and form of each such equity award to be determined
by the Board. All of the equity awards will be subject to the terms of the 2016 Incentive Plan.

The Moore Agreement also entitles Ms. Moore to participate in the benefit plans and programs, and receive such perquisites, in each case, as are provided by
Vistra Energy Corp. from time to time to its senior executives generally, subject to the terms of such plans and programs and commensurate with Ms. Moore’s
position. Additionally, Ms. Moore is entitled to receive up to $15,000 per year towards her tax and financial planning.

Upon any termination of employment with Vistra Energy Corp., Ms. Moore will be entitled to the Accrued Obligations.

If Ms. Moore’s employment with Vistra Energy Corp. is terminated by Vistra Energy Corp. without Cause (as defined in the Moore Agreement) (and other
than due to her death or disability), by Ms. Moore for Good
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Reason (as defined in the Moore Agreement) or due to Vistra Energy Corp.’s non-renewal of the employment term, then in addition to the Accrued Obligations and
subject to Ms. Moore’s execution and non-revocation of a general release of claims within the 60 days following her employment termination date, Ms. Moore will
be entitled to (a) an aggregate amount equal to two times the sum of (i) her base salary plus (ii) (x) the Moore Target Bonus, if such termination occurs prior to
October 4, 2018, or (y) the prior year’s Annual Bonus, if such termination occurs on or after October 4, 2018, with such amount payable in 24 equal installments
following the termination in accordance with Vistra Energy Corp.’s normal payroll practices; (b) a pro-rated Annual Bonus in respect of the fiscal year of
termination equal to the product of (i) the amount of the Annual Bonus that would have been payable to her had her employment not so terminated, based on actual
performance measured through the fiscal year of termination, and (ii) the Pro-Rated Bonus; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health
Benefits; and (e) accelerated vesting of the portion of Ms. Moore’s outstanding equity awards that would have vested in the 12 months following termination had
she remained employed (with fully vested options to remain exercisable for 90 days following termination or, if Ms. Moore is subject to Section 16 of the
Exchange Act as of the date of her termination, 180 days following termination (or until the option’s regular expiration date, if shorter)).

If Ms. Moore’s employment is terminated within the 18-month period following a change of control of Vistra Energy Corp., then in addition to the Accrued
Obligations and subject to her execution and non-revocation of a general release of claims within the 60 days following her employment termination date, Ms.
Moore will be entitled to (a) an aggregate amount equal to 2.99 times the sum of (i) her base salary plus (ii) the Moore Target Bonus, with such amount payable in
a lump sum; (b) a pro-rated Annual Bonus in respect of the fiscal year of termination equal to the product of (i) the Moore Target Bonus and (ii) a fraction, the
numerator of which is the number of days elapsed in Vistra Energy Corp.’s fiscal year in which the termination occurs through such termination and the
denominator of which is the number of days in such fiscal year; (c) any Unpaid Annual Bonus; (d) up to 24 months of the Health Benefits; and (e) accelerated
vesting of all of Ms. Moore’s equity awards that were outstanding as of the change of control.

If Ms. Moore’s employment with Vistra Energy Corp. is terminated due to her death or disability, then in addition to the Accrued Obligations, Ms. Moore
will be entitled to (a) the Pro-Rated Bonus; (b) any Unpaid Annual Bonus; and (c) accelerated vesting of the portion of Ms. Moore’s outstanding equity awards that
would have vested in the 12 months following termination had she remained employed (with fully vested options to remain exercisable for one year following
termination (or until the option’s regular expiration date, if shorter)).

The Moore Agreement subjects Ms. Moore to perpetual confidentiality, assignment of inventions and non-disparagement provisions, as well as non-
competition and non-solicitation provisions that apply during her employment and for the 24-month period thereafter.

The foregoing descriptions of the employment agreements of Messrs. Morgan, Burke and Holden and Ms. Moore do not purport to be complete and are
qualified in their entirety by reference to the full text of such agreements, which have been filed as exhibits to the registration statement of which this prospectus is
a part.
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Principal and Selling Stockholders

The following table contains information about the estimated beneficial ownership of our common stock for:
 

 •  each stockholder known by us to own beneficially 5% or more of our common stock;
 

 •  each of our directors;
 

 •  each of the Named Executive Officers set forth above;
 

 •  all directors and executive officers as a group; and
 

 •  each of the selling stockholders.

The number of shares and percentage of ownership indicated in the following table is based on the 427,580,232 shares of Vistra Energy Corp. common stock
outstanding as of February 10, 2017. Unless set forth in this section or under “Certain Relationships and Related Party Transactions,” to our knowledge, none of the
selling stockholders have, or within the past three years have had, any material relationship with us or with any of our predecessors or affiliates.

Information with respect to beneficial ownership has been furnished by each director, officer, beneficial owner of more than 5% of our common stock and
selling stockholder. Beneficial ownership is determined in accordance with the rules of the Commission. Except as indicated by footnote and subject to community
property laws where applicable, to our knowledge, the persons named in the table below will have sole voting and investment power with respect to all shares of
common stock shown as beneficially owned by them.
 

Name and Address

  

Number of Shares 
of Common Stock 
Beneficially Owned 

  

Maximum 
Number of Shares
of Common Stock

That May Be 
Offered for 
Resale by 

this Prospectus  

  

Percentage of Shares 
of Common Stock 
Beneficially Owned  

      
Before 

Any Offering   

If Maximum 
Number of Shares
Offered are Sold  

        
        
        
        
        
        
        
        

All directors and current executive officers as a group (         persons)         
 
* Represents less than 1%
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Certain Relationships and Related Party Transactions

In connection with Emergence, we entered into agreements with certain of our affiliates and with parties who received shares of our common stock and TRA
Rights in exchange for their claims. We have filed copies of the agreements described in this section as exhibits to the registration statement of which this
prospectus is a part. The actual terms of the agreements summarized below are more detailed than the general summary information provided below. Therefore,
please carefully consider the actual provisions of these agreements in connection with your decision to invest in our common stock.

Registration Rights Agreement

Pursuant to the Plan, on the Effective Date, we entered into a Registration Rights Agreement (the Registration Rights Agreement) with the selling
stockholders named herein providing for registration of the resale of the Vistra Energy Corp. common stock held by such selling stockholders.

The registration statement of which this prospectus forms a part was filed pursuant to the Registration Rights Agreement. Among other things, under the
terms of the Registration Rights Agreement:
 

 
•  we will be required to use reasonable best efforts to convert the registration statement of which this prospectus forms a part into a registration

statement on Form S-3 as soon as reasonably practicable after we become eligible to do so and to have such Form S-3 declared effective as promptly
as practicable (but in no event more than 30 days after it is filed with the Commission);

 

 
•  if we propose to file certain types of registration statements under the Securities Act with respect to an offering of equity securities, we will be required

to use our reasonable best efforts to offer the other parties to the Registration Rights Agreement the opportunity to register all or part of their shares on
the terms and conditions set forth in the Registration Rights Agreement; and

 

 

•  the selling stockholders received the right, subject to certain conditions and exceptions, to request that we file registration statements or amend or
supplement this prospectus (in each case subject to certain limitations on the number of registration statements and the minimum number of shares
covered thereby), with the Commission for an underwritten offering of all or part of their respective shares of Vistra Energy Corp. common stock (a
Demand Registration), and the Company is required to cause any such registration statement or amendment or supplement hereof (a) to be filed with
the Commission promptly and, in any event, on or before the date that is 45 days, in the case of a registration statement on Form S-1, or 30 days, in the
case of a registration statement on Form S-3, after we receive the written request from the relevant selling stockholders to effectuate the Demand
Registration and (b) to become effective as promptly as reasonably practicable and in any event no later than 120 days after it is initially filed.

All expenses of registration under the Registration Rights Agreement, including the legal fees of one counsel retained by or on behalf of the selling
stockholders, will be paid by us.

In addition to the foregoing rights regarding the registration of Vistra Energy Corp. common stock, the Registration Rights Agreement provides certain rights
to the holders of the TRA Rights under the Tax Receivable Agreement described below regarding the registration of such TRA Rights. The TRA Rights are not
being registered by the registration statement of which this prospectus forms a part, but the TRA Rights may be registered at the option of certain holders.

The registration rights granted in the Registration Rights Agreement are subject to customary restrictions such as minimums, blackout periods and, if a
registration is underwritten, any limitations on the number of shares to be included in the underwritten offering imposed by the managing underwriter. The
Registration Rights Agreement also contains customary indemnification and contribution provisions. The Registration Rights Agreement is governed by New York
law.
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Further details concerning the terms of the Registration Rights Agreement may be obtained by reviewing the Registration Rights Agreement, which is filed
as an exhibit to the registration statement of which this prospectus is a part.

Stockholder’s Agreements

Pursuant to the Plan, on the Effective Date, we entered into three separate Stockholder’s Agreements with affiliates of each of Apollo Management Holdings
L.P., Brookfield Asset Management Private Institutional Capital Adviser (Canada), L.P. and Oaktree Capital Management, L.P. Pursuant to each Stockholder’s
Agreement, subject to the proper exercise of fiduciary duties of the Board, the applicable stockholder will, until the occurrence of a Termination Event (as defined
below), be entitled to designate one person for nomination for election to the Board as a Class III director at (a) any meeting of our stockholders at which Class III
directors are elected or (b) if our Charter no longer provides for the division of directors into three classes, any meeting of our stockholders at which directors are to
be elected. Prior to the occurrence of a Termination Event, if a vacancy occurs because of the death, disability, disqualification, resignation or removal of the
director nominee of an applicable stockholder, subject to the proper exercise of the fiduciary duties of the Board, the applicable stockholder will be entitled to
designate such person’s successor.

For purposes of this section, a Termination Event means that such stockholder, together with its affiliates and investment funds, funds or accounts that are
advised, managed or controlled by such stockholder or its affiliates (other than the Company or any entity that is controlled by the Company), ceases to beneficially
own, in the aggregate, for a period of 20 consecutive trading days, at least 22,500,000 shares of common stock of Vistra Energy Corp. that were owned by such
stockholder on the date of the applicable Stockholder’s Agreement. The rights of each stockholder under its applicable Stockholder’s Agreement will terminate
automatically upon a Termination Event.

Further details concerning the terms of the Stockholder’s Agreements may be obtained by reviewing the Stockholder’s Agreements, each of which is filed as
an exhibit to the registration statement of which this prospectus is a part.

Tax Receivable Agreement

On the Effective Date, we entered into a tax receivable agreement (the Tax Receivable Agreement) with a transfer agent on behalf of certain former first lien
creditors of TCEH. The Tax Receivable Agreement generally provides for the payment by us to holders of TRA Rights of 85% of the amount of cash savings, if
any, in United States federal, state and local income tax that we realize in periods after Emergence as a result of (a) certain transactions consummated pursuant to
the Plan (including any step-up in tax basis in our assets resulting from the PrefCo Preferred Stock Sale), (b) the tax basis of all assets acquired in connection with
the Lamar and Forney Acquisition in April 2016 and (c) tax benefits related to imputed interest deemed to be paid by us as a result of payments under the Tax
Receivable Agreement, plus interest accruing from the due date of the applicable tax return.

Pursuant to the Tax Receivable Agreement, we issued the TRA Rights to our Predecessor to be held in escrow for the benefit of the first lien secured
creditors of our Predecessor entitled to receive such TRA Rights under the Plan. Such TRA Rights are subject to various transfer restrictions described in the Tax
Receivable Agreement and are entitled to certain registration rights more fully described in the Registration Rights Agreement. The TRA Rights are not being
registered by the registration statement of which this prospectus forms a part.

Further details concerning the terms of the Tax Receivable Agreement may be obtained by reviewing the Tax Receivable Agreement, which is filed as an
exhibit to the registration statement of which this prospectus is a part.

The amount and timing of any payments under the Tax Receivable Agreement will vary depending upon a number of factors, including the amount and
timing of the taxable income we generate in the future and the tax rate then applicable, our use of loss carryovers and the portion of our payments under the Tax
Receivable Agreement constituting imputed interest.
 

149



Table of Contents

The payments we will be required to make under the Tax Receivable Agreement could be substantial. Future transactions or events could change the timing
and/or amount of the actual tax benefits realized and the corresponding Tax Receivable Agreement payments from these tax attributes.

In addition, although we are not aware of any issue that would cause the IRS to challenge the tax benefits that are the subject of the Tax Receivable
Agreement, recipients of the payments under the Tax Receivable Agreement will not be required to reimburse us for any payments previously made if such tax
benefits are subsequently disallowed. As a result, in such circumstances, Vistra Energy Corp. could make payments under the Tax Receivable Agreement that are
greater than its actual cash tax savings and may not be able to recoup those payments, which could adversely affect our liquidity.

In addition, because Vistra Energy Corp. is a holding company with no operations of its own, its ability to make payments under the Tax Receivable
Agreement is dependent on the ability of its subsidiaries to make distributions to it. Vistra Energy’s future debt agreements may restrict the ability of its
subsidiaries to make distributions to it, which could affect its ability to make payments under the Tax Receivable Agreement. To the extent that Vistra Energy
Corp. is unable to make payments under the Tax Receivable Agreement because of restriction under its debt agreements, such payments will be deferred and will
accrue interest until paid, which could adversely affect our results of operations and could also affect our liquidity in periods in which such payments are made.

Finally, the Tax Receivable Agreement provides that, in the event that Vistra Energy Corp. breaches any of its material obligations under the Tax Receivable
Agreement, or upon certain mergers, asset sales, or other forms of business combination or certain other changes of control, the transfer agent under the Tax
Receivable Agreement may treat such event as an early termination of the Tax Receivable Agreement, in which case Vistra Energy Corp. would be required to
make an immediate payment to the holder of the TRA Rights equal to the present value (at a discount rate equal to LIBOR plus 100 basis points) of the anticipated
future tax benefits based on certain assumptions. As a result, upon such a breach or change of control, Vistra Energy Corp. could be required to make a lump-sum
payment under the Tax Receivable Agreement that is greater than the specified percentage of its actual cash tax savings and could have a substantial negative
impact on our liquidity.

Tax Matters Agreement

On the Effective Date, we entered into a Tax Matters Agreement (the Tax Matters Agreement), with EFH Corp., EFIH, EFIH Finance Inc. and EFH Merger
Co. LLC, whereby the parties have agreed to take certain actions and refrain from taking certain actions in order to preserve the intended tax treatment of the Spin-
Off and to indemnify the other parties to the extent a breach of such agreement results in additional taxes to the other parties.

Among other things, the Tax Matters Agreement allocates the responsibility for taxes for periods prior to the Spin-Off between EFH Corp. and us. For
periods prior to the Spin-Off, (a) Vistra Energy is generally required to reimburse EFH Corp. with respect to any taxes paid by EFH Corp. that are attributable to us
and (b) EFH Corp. is generally required to reimburse us with respect to any taxes paid by us that are attributable to EFH Corp.

We are also required to indemnify EFH Corp. against taxes, under certain circumstance, if the IRS or another taxing authority successfully challenges the
amount of gain relating to the PrefCo Preferred Stock Sale or the amount or allowance of EFH Corp.’s net operating loss deductions.

Subject to certain exceptions, the Tax Matters Agreement prohibits us from taking certain actions that could reasonably be expected to undermine the
intended tax treatment of the Spin-Off or to jeopardize the conclusions of the private letter ruling we obtained from the IRS or opinions of counsel received by us or
EFH Corp., in each case, in connection with the Spin-Off. Certain of these restrictions apply for two years after the Spin-Off and are described above under “Risk
Factors — Risks Related to Our Structure and Ownership of Our Common Stock.”
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Under the Tax Matters Agreement, we may engage in an otherwise restricted action if (a) we obtain written consent from EFH Corp., (b) such action or
transaction is described in or otherwise consistent with the facts in the private letter ruling we obtained from the IRS in connection with the Spin-Off, (c) we obtain
a supplemental private letter ruling from the IRS, or (d) we obtain an unqualified opinion of a nationally recognized law or accounting firm that is reasonably
acceptable to EFH Corp. that the action will not affect the intended tax treatment of the Spin-Off.

Further details concerning the terms of the Tax Matters Agreement may be obtained by reviewing the Tax Matters Agreement, which is filed as an exhibit to
the registration statement of which this prospectus is a part.

Separation Agreement

Pursuant to the Plan, on the Effective Date, EFH Corp., Vistra Energy Corp. and Vistra Operations entered into a Separation Agreement (the Separation
Agreement). Under the key terms of the Separation Agreement, on the Effective Date, EFH Corp. and certain other Debtors (including EFCH and TCEH)
transferred to Vistra Energy Corp. certain assets and liabilities related to the TCEH Debtors’ operations, including certain employee benefit plans specifically
identified in the Separation Agreement, which Vistra Energy Corp., in turn, transferred to Vistra Operations. Pursuant to the Separation Agreement, Vistra
Operations accepted, assumed and agreed to faithfully perform, discharge and fulfill certain assumed liabilities. The Contribution was effected pursuant to the side-
by-side operation of the Separation Agreement and the Plan. For additional information regarding the Contribution, see “The Reorganization and Emergence.”

Further details concerning the terms of the Separation Agreement may be obtained by reviewing the Separation Agreement, which is filed as an exhibit to the
registration statement of which this prospectus is a part.

Transition Services Agreement

On the Effective Date and pursuant to the Plan, EFH Corp. and Vistra Operations entered into a Transition Services Agreement (the Transition Services
Agreement). Pursuant to the Transition Services Agreement, among other things:
 

 

•  Vistra Operations will provide certain services to EFH Corp., including business service administration, accounting, corporate secretary, tax, human
resources, information technology, internal audit and Sarbanes-Oxley Act compliance, physical facilities and corporate security, treasury and legal
services, (collectively, the Transition Services) until the earlier of (a) 12 months from the effective date for tax services and 6 months from the
Effective Date for all other Transition Services and (b) the termination of all Transition Services, whether by EFH Corp. upon at least 30 days’ prior
written notice to Vistra Operations, mutual written consent of EFH Corp. and Vistra Operations or any other termination action permitted by the
Transition Services Agreement; and

 

 •  EFH Corp. will pay Vistra Operations all reasonable and documented fees, costs and expenses (including employee-related, overhead and general and
administrative expenses) incurred by Vistra Operations related directly to the Transition Services.

Further details concerning the terms of the Transition Services Agreement may be obtained by reviewing the Transition Services Agreement, which is filed
as an exhibit to the registration statement of which this prospectus is a part.

Split Participant Agreement

On the Effective Date, pursuant to the Plan, and following the effectiveness of the Separation Agreement, Vistra Operations and Oncor entered into an
Amended and Restated Split Participant Agreement (the Split Participant Agreement). Pursuant to the Split Participant Agreement, among other things, Oncor
agreed to
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provide certain post-retirement welfare and life insurance benefits, and Vistra Operations agreed to provide certain pension benefits (as identified on Schedules I, II
and III, as applicable, to the Split Participant Agreement) to certain current and future retirees of EFH Corp., Vistra Operations and Oncor (or one of their direct or
indirect subsidiaries) whose employment included service that has been allocated to both (a) Oncor (or one of its predecessor regulated electric transmission and
distribution utility businesses) and (b) EFH Corp. (or one of its direct or indirect subsidiaries that is not a regulated electric transmission and distribution utility).

Further details concerning the terms of the Split Participant Agreement may be obtained by reviewing the Split Participant Agreement, which is filed as an
exhibit to the registration statement of which this prospectus is a part.

Review and Approval of Related Party Transactions

The Audit Committee will review and approve transactions with our directors, officers, holders of more than 5% of our voting securities or affiliates of any
of the foregoing. Prior to approving any transaction with any such related party, the Audit Committee will consider the material facts as to the related party’s
relationship with us and interest in the transaction. Related party transactions will not be approved unless the Audit Committee has approved the transaction. We
did not have a formal review and approval policy for related party transactions at the time of any transaction described above.
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Description of Indebtedness

Credit Facilities

General

As of the Effective Date, the Vistra Operations Credit Facilities initially consisted of (i) a senior secured first lien revolving credit facility in an aggregate
principal amount of $750 million, with a maturity date of August 4, 2021, including a $500 million letter of credit sub-facility, which we refer to as the Initial
Revolving Credit Facility, (ii) a senior secured term loan B facility in an aggregate principal amount of $2.85 billion, with a maturity date of August 4, 2023, which
we refer to as the Initial Term Loan B Facility, and (iii) a senior secured term loan C facility in an aggregate principal amount of $650 million, with a maturity date
of August 4, 2023, which we refer to as the Term Loan C Facility.

On December 14, 2016, Vistra Operations obtained (i) $1 billion aggregate principal amount of incremental term loans, which we refer to as the 2016
Incremental Term Loans, and together with the Initial Term Loan B Facility, the Term Loan B Facility, and (ii) $110 million of incremental revolving credit
commitments, which we refer to as the 2016 Incremental Revolving Credit Commitments, and together with the Initial Revolving Credit Facility, the Revolving
Credit Facility. In addition, Vistra Operations increased the aggregate amount of letters of credit available under the Revolving Credit Facility from $500 million to
$600 million. We refer to the Term Loan B Facility and the Term Loan C Facility as the Term Loan Facilities and to the Revolving Credit Facility and the Term
Loan Facilities as the Vistra Operations Credit Facilities.

The 2016 Incremental Revolving Credit Commitments are part of the same class as the $750 million Initial Revolving Credit Facility and are subject to the
same terms, including the maturity date. The 2016 Incremental Term Loans, which are part of a separate class from the $2.85 billion Initial Term Loan B Facility,
have a maturity date of December 14, 2023 and are subject to the same terms as the Initial Term Loan B Facility, other than the interest rates and prepayment
premium described below.

Proceeds from borrowings of $2.85 billion under the Initial Term Loan B Facility were used to refinance the TCEH DIP Roll Facilities and to pay certain
claims and administrative expenses in connection with Emergence. Proceeds from borrowings of $650 million under the Term Loan C Facility were used to secure
funded letters of credit. Proceeds from the 2016 Incremental Term Loans were used to make the 2016 Special Dividend on December 30, 2016. Borrowings under
the Revolving Credit Facility are available for, without limitation, working capital, capital expenditures and general business purposes. All borrowings under the
Revolving Credit Facility are subject to the satisfaction of customary conditions, including the absence of a default and the accuracy of representations and
warranties.

As of December 15, 2016, after giving effect to the borrowing of the 2016 Incremental Term Loans, $0, $3.85 billion and $650 million of loans were
outstanding under the Revolving Credit Facility, the Term Loan B Facility and the Term Loan C Facility, respectively. In addition, Vistra Operations may request
one or more incremental term loan and/or increase commitments under the Revolving Credit Facility in an aggregate amount of up to the sum of (1) the greater of
(x) $1.0 billion and (y) an amount equal to 60.0% of Consolidated EBITDA (as defined in the credit agreement), plus (2) certain voluntary prepayments of term
loans and commitment reductions of the revolving credit facility commitments, plus (3) an unlimited amount so long as, (x) in the case of indebtedness under
additional credit facilities that rank pari passu with the liens on the collateral securing the Vistra Operations Credit Facilities, the pro forma consolidated first lien
net leverage ratio would be no greater than 3.00 to 1.00, (y) in the case of indebtedness under additional credit facilities that rank junior to the liens on the collateral
securing the Vistra Operations Credit Facilities, the pro forma consolidated secured net leverage ratio would be no greater than 4.00 to 1.00, and (z) in the case of
unsecured indebtedness or indebtedness secured only by liens on assets that do not constitute collateral, the pro forma consolidated total net leverage ratio would be
no greater than 4.50 to 1.00, subject to certain conditions and receipt of commitments by existing or additional lenders.
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Interest Rate and Fees

On February 1, 2017, Vistra Operations entered into an amendment to the credit agreement, effective February 6, 2017, to reduce the interest rates on the
Initial Term Loan B Facility, Term Loan C Facility and Revolving Credit Facility.

Borrowings under the Revolving Credit Facility bear interest at a rate equal to, at our option, either LIBOR plus an applicable margin of 2.75% or a base rate
plus an applicable margin of 1.75%.

Borrowings under the Initial Term Loan B Facility and the Term Loan C Facility bear interest at a rate equal to, at our option, either LIBOR (subject to a
LIBOR floor of .75%) plus an applicable margin of 2.75% or a base rate plus an applicable margin of 1.75%.

The 2016 Incremental Term Loans bear interest at a rate equal to, at our option, either LIBOR (subject to a LIBOR floor of .75%) plus an applicable margin
of 3.25% or a base rate plus an applicable margin of 2.25%.

In addition to paying interest on outstanding loans under the Vistra Operations Credit Facilities, we are required to pay a commitment fee to the lenders
under the Revolving Credit Facility in respect of the unutilized commitments thereunder. The applicable commitment fee under the Revolving Credit Facility is
subject to a step-down based on meeting a leverage ratio. We also pay customary agency fees as well as letter of credit participation fees computed at a rate per
annum equal to the applicable margin for LIBOR borrowings on the dollar equivalent of the daily stated amount of outstanding letters of credit plus such letter of
credit issuer’s customary documentary and processing fees and charges and a fronting fee on the daily stated amount of each letter of credit.

Amortization and Prepayments

We are required to make scheduled quarterly payments on the Term Loan B Facility in annual amounts equal to 1.0% of the original principal amount of the
Term Loan B Facility for six years and three quarters, with the balance paid at maturity.

In addition, we are required to prepay outstanding loans under the Term Loan Facilities, subject to certain exceptions, with:
 

 •  100% of the net cash proceeds of any issuance or incurrence of debt, other than proceeds from debt permitted under the Vistra Operations Credit
Facilities; and

 

 •  100% of the net cash proceeds of all non-ordinary course asset sales, other dispositions of property or certain casualty events, in each case subject to
certain exceptions and provided that we may reinvest those proceeds in assets to be used in its business or in certain other permitted investments.

We may make voluntary prepayments of outstanding loans under the Term Loan Facilities and the Revolving Credit Facility and voluntary reductions of the
unutilized portion of the commitments under the Revolving Credit Facility without penalty, subject to customary “breakage” costs with respect to LIBOR loans.

Term loans under the Initial Term Loan B Facility and the Term Loan C Facility are prepayable at any time without premium or penalty; provided that there
will be a 1.00% prepayment premium in connection with any repricing of such term loans that reduces the interest rate prior to August 6, 2017. The 2016
Incremental Term Loans are prepayable at any time without premium or penalty, provided that there will be a 1.00% prepayment premium in connection with any
repricing of such term loans that reduces the interest rate prior to June 14, 2017.

Collateral and Guarantees

Vistra Operations’ obligations under the Vistra Operations Credit Facilities are unconditionally and irrevocably guaranteed by Vistra Intermediate Company
LLC and each of Vistra Operations’ existing and future
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direct and indirect material wholly-owned domestic subsidiaries. Additionally, Vistra Operations’ obligations under the Vistra Operations Credit Facilities are
secured by a first-priority lien on substantially all tangible and intangible assets of Vistra Operations and each subsidiary guarantor and all of Vistra Operations’
capital stock and the capital stock of each subsidiary guarantor and 65% of the capital stock of the first-tier foreign subsidiaries that are not subsidiary guarantors
(in each case subject to certain exceptions), pursuant to a collateral trust agreement, by and among Vistra Operations, the other grantors party thereto, the Railroad
Commission of Texas, Deutsche Bank AG New York Branch and Delaware Trust Company, as collateral trustee.

Restrictive Covenants and Other Matters

The Revolving Credit Facility requires that we, subject to a testing threshold, comply on a quarterly basis with a maximum consolidated first lien net
leverage ratio of 4.25 to 1.00. The testing threshold will be satisfied at any time at which the sum of outstanding revolving credit facility loans and revolving letters
of credit (excluding up to $100 million of undrawn revolving letters of credit and cash collateralized or backstopped letters of credit) exceeds 30% of the
outstanding commitments under the Revolving Credit Facility at such time.

The Vistra Operations Credit Facilities contain restrictive covenants that limit Vistra Operations’ ability and the ability of its restricted subsidiaries to, among
other things, (i) incur additional indebtedness or issue certain preferred shares, (ii) make certain investments, loans, and advances (including acquisitions), (iii)
consolidate, merge, sell or otherwise dispose of all or any part of its assets, (iv) pay dividends or make distributions or other restricted payments, (v) create liens on
certain assets, (vi) sell assets, (vii) enter into certain transactions with affiliates, (viii) enter into sale-leaseback transactions, (ix) restrict dividends from our
subsidiaries or restrict liens, and (x) modify the terms of certain debt agreements. Each of these covenants is subject to customary or agreed-upon exceptions,
baskets and thresholds.

The Vistra Operations Credit Facilities also contain certain other customary affirmative covenants, including requirements to provide financial and other
information to agents and to not change our lines of business, and events of default, including events of default resulting from non-payment of any principal,
interest or fees, material breaches of representations and warranties, failure to comply with the consolidated first lien net leverage ratio covenant solely with respect
to the Revolving Credit Facility, defaults under other agreements and instruments and the entry of a final judgment exceeding $300 million against Vistra
Operations and its restricted subsidiaries, each subject to customary exceptions, baskets and thresholds (including equity cure provisions) set forth in the agreement.
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Description of Capital Stock

The following description of the material terms of the capital stock of Vistra Energy Corp. includes a summary of specified provisions included in Vistra
Energy Corp.’s certificate of incorporation (Charter) and bylaws (Bylaws). This description also summarizes relevant provisions of the Delaware General
Corporation Law (DGCL). The terms of our Charter and Bylaws will be, and the terms of the DGCL are, more detailed than the general information provided
below. Accordingly, the more general information provided below is subject to, and qualified in its entirety by reference to, the actual provisions of these
documents and the DGCL.

Authorized Capital Stock

We have the authority to issue a total of 1,900,000,000 shares of capital stock, consisting of:
 

 •  1,800,000,000 shares of our common stock, par value $.01 per share; and
 

 •  100,000,000 shares of our preferred stock, par value $.01 per share.

Outstanding Capital Stock

As of February 10, 2017, 427,580,232 shares of our common stock were issued and outstanding and owned by 217 holders of record, and no shares of our
preferred stock were issued and outstanding.

Options

The Board adopted the 2016 Omnibus Incentive Plan (the 2016 Incentive Plan), effective as of the Effective Date, under which an aggregate of 22,500,000
shares of our common stock were reserved for issuance as equity based awards to our non-employee directors, employees and certain other persons. The types of
awards that may be granted under the 2016 Incentive Plan include stock options, restricted stock units (RSUs), restricted stock, performance awards and other
forms of awards granted or denominated in shares of our common stock, among others. For additional information regarding the 2016 Incentive Plan, see
“Management — Compensation of Directors and Officers — Director Compensation.”

Pursuant to the 2016 Incentive Plan, in accordance with the Morgan Agreement, the Burke Agreement, the Moore Agreement and the Holden Agreement, we
have issued to four of our executive officers an aggregate of 398,432 RSUs and employee stock options to purchase approximately $1.355 million shares of our
common stock at a weighted average exercise price of $15.95 per share. These options may be exercised after a four year graded vesting period and will expire on
the tenth anniversary of the grant date thereof. For additional information regarding these outstanding equity grants, see “Management — Compensation of
Directors and Officers — Executive Compensation.”

Rights and Preferences of Vistra Energy Corp. Capital Stock

Common Stock

Voting
Rights

All shares of our common stock have identical rights and privileges. The holders of shares of our common stock are entitled to vote on all matters submitted
to a vote of our stockholders, including the election of directors. On all matters to be voted on by holders of shares of our common stock, the holders will be
entitled to one vote for each share of our common stock held of record, and will have no cumulative voting rights.

Dividend
Rights

Subject to limitations under applicable Delaware law, preferences that may apply to any outstanding shares of our preferred stock and contractual
restrictions, holders of our common stock are entitled to receive dividends
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or other distributions ratably, when, as and if declared by the Board. The ability of the Board to declare dividends with respect to our common stock, however, will
be subject such limitations, preferences and restrictions and the availability of sufficient funds under the DGCL to pay such dividends.

Rights
upon
Liquidation

In the event of a liquidation, dissolution or winding up of Vistra Energy Corp., after the payment in full of all amounts owed to our creditors and holders of
any outstanding shares of our preferred stock, the remaining assets of Vistra Energy Corp. will be distributed ratably to the holders of shares of our common stock.
The rights, preferences and privileges of holders of shares of our common stock are subject to, and may be adversely affected by, the rights of the holders of shares
of any class or series of preferred stock which the Board may designate and issue in the future without stockholder approval.

Other
Rights

Holders of shares of our common stock do not have pre-emptive, subscription, redemption or conversion rights.

Blank Check Preferred Stock

Subject to limitations under applicable Delaware law, the Board is authorized to issue, from time to time and without stockholder approval, up to an
aggregate of 100,000,000 shares of preferred stock in one or more classes or series and to fix the designations, powers, preferences, and relative, participating,
optional or other rights, if any, and the qualifications, limitations or restrictions, if any, of the shares of each such class or series, including the dividend rights,
conversion rights, voting rights, redemption rights (including sinking fund provisions), liquidation preferences and the number of shares constituting any class or
series. The issuance of preferred stock with voting and conversion rights would also adversely affect the voting power of the holders of shares of our common
stock, including the potential loss of voting control to others.

Stockholder Meetings

Our Charter and Bylaws provide that annual stockholder meetings will be held at a date, time and place, if any, as exclusively selected by the Board. Our
Charter and Bylaws provide that, except as otherwise required by applicable law or the terms of any class or series of preferred stock issued in the future, special
meetings of the stockholders may be called by (a) the Board at any time or (b) by the Chairman of the Board or the Secretary of Vistra Energy Corp. upon the
written request or requests of one or more stockholders of record holding a majority of the voting power of the then-outstanding shares of our capital stock entitled
to vote on the matter or matters to be brought before the proposed special meeting and complying with the notice procedures set forth in our Bylaws. Unless
otherwise provided by the terms of any class or series of preferred stock issued in the future, our stockholders have no authority to act by written consent. To the
extent permitted under the DGCL, we may conduct stockholder meetings by remote communications.

Stockholder Right to Designate Directors

Pursuant to each Stockholder’s Agreement, subject to the proper exercise of fiduciary duties of the Board, the applicable stockholder will, until the
occurrence of a Termination Event (as defined in “Certain Relationships and Related Party Transactions”), be entitled to designate one person for nomination for
election to the Board as a Class III director at (i) any meeting of our stockholders at which Class III directors are elected or (ii) if our Charter no longer provides for
the division of directors into three classes, any meeting of our stockholders at which directors are to be elected. Prior to the occurrence of a Termination Event, if a
vacancy occurs because of the death, disability, disqualification, resignation or removal of the director nominee of an applicable stockholder, subject to the proper
exercise of the fiduciary duties of the Board, the applicable stockholder will be entitled to designate such person’s successor.
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Anti-takeover Effects of Provisions In Our Charter and Bylaws

Our Charter and Bylaws contain a number of provisions which may have the effect of discouraging transactions that involve an actual or threatened change
of control of Vistra Energy Corp. In addition, provisions of our Charter and Bylaws may be deemed to have anti-takeover effects and may delay, defer or prevent a
tender offer or takeover attempt that a stockholder might consider in his, her or its best interest, including those attempts that might result in a premium over the
market price of the shares of our common stock held by our stockholders.

Staggered Board

Our Charter provides for three classes of directors, each of which is to be elected on a staggered basis for a term of three years. Our Charter and Bylaws
provide that the Board consists of such number of directors as is determined from time to time by the vote of a majority of the total number of directors then
authorized. Please see “Management — Directors and Officers” for a more detailed description of the composition of our initial Board.

No Written Consent of Stockholders

Any action to be taken by our stockholders must be effected at a duly called annual or special meeting and may not be effected by written consent.

Special Meetings of Stockholders

Except as required by the DGCL or the terms of any class or series of preferred stock issued in the future, special meetings of our stockholders may be called
only by (a) the Board at any time or (b) the Chairman of the Board or the Secretary of Vistra Energy Corp. upon written request of one or more stockholders of
record holding a majority of the voting power of the then-outstanding shares of our capital stock entitled to vote on the matter or matters to be brought before the
proposed special meeting and complying with the notice procedures set forth in our Bylaws.

Advance Notice Requirement

Stockholders must provide timely notice when seeking to:
 

 •  bring business before an annual meeting of stockholders;
 

 •  bring business before a special meeting of stockholders (if contemplated and permitted by the notice of a special meeting); or
 

 •  nominate candidates for election to the Board at an annual meeting of stockholders or at a special meeting of stockholders called for the purpose of
electing one or more directors to the Board.

To be timely, a stockholders notice generally must be received by the Secretary of Vistra Energy Corp. at our principal executive offices:
 

 •  in the case of an annual meeting:
 

 •  not later than the close of business on the 90th day nor earlier than the close of business on the 120th day prior to the first anniversary of the
date of the immediately preceding year’s annual meeting, or

 

 

•  if the annual meeting is called for a date that is more than 30 days before or more than 60 days after the first anniversary of the date of the
preceding year’s annual meeting, or if no annual meeting was held in the preceding year, not earlier than the close of business on the 120th
day prior to such annual meeting and not later than the close of business on the later of the 90th day prior to the annual meeting and the 10th
day following the day on which the first public announcement of the date of the annual meeting is made by Vistra Energy Corp; or
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•  in the case of a special meeting, not earlier than the close of business on the 120th day and not later than the close of business on the later of the 90th

day prior to the special meeting and the 10th day following the day on which public announcement is first made of the date of the special meeting and
the nominees proposed by the Board.

Our Charter and Bylaws also specify requirements as to the form and content of the stockholder’s notice. These provisions may preclude stockholders from
bringing matters before or proposing director nominees to an annual meeting or a special meeting of stockholders.

Issuance of Blank Check preferred stock

The Board is authorized to issue, without further action by the stockholders, up to 100,000,000 shares of preferred stock with rights and preferences
designated from time to time by the Board as described above under “Rights and Preferences of Vistra Energy Corp. Capital Stock — Blank Check preferred
stock.” The existence of authorized but unissued shares of preferred stock may enable the Board to render more difficult or discourage an attempt to obtain control
of Vistra Energy Corp. by means of a merger, tender offer, proxy contest or otherwise.

Removal of Directors

Our Charter and Bylaws provide that directors may only be removed for cause and only upon the affirmative vote of a majority of the voting power of the
capital stock outstanding and entitled to vote thereon.

Section 203 of the DGCL

In our Charter, we have elected not to be governed by Section 203 of the DGCL, as permitted under and pursuant to subsection (b)(3) of Section 203. Section
203 prohibits a publicly held Delaware corporation from engaging in a business combination, such as a merger, with a person or group owning 15% or more of the
corporation’s outstanding voting stock for a period of three years following the date the person became an interested stockholder, unless (with certain exceptions)
the business combination or the transaction in which the person became an interested stockholder is approved in a prescribed manner. Accordingly, we are
currently not subject to any anti-takeover effects of Section 203, although no assurance can be given that we will not elect to be governed by Section 203 of the
DGCL in the future.

Amendment of Bylaws and Charter

The approval of a 66 2/3% super-majority of the voting power of the then outstanding shares of our capital stock entitled to vote will be required to amend
certain provisions of our Bylaws or to amend certain provisions of our Charter, including provisions relating to indemnification and exculpation of directors and
officers and provisions relating to amendment of our Bylaws and Charter by the Board. In addition, the Charter provides certain rights to the Principal
Stockholders, relating to business opportunities, which are more fully described under “— Business Opportunities” below. Until the last to occur of (a) each
Principal Stockholder and its respective Affiliates ceases to own at least 5% of our outstanding common stock or (b) no director is serving on the Board pursuant to
the rights of the Principal Stockholders to nominate such directors in accordance with the Bylaws and each such Principal Stockholder’s Stockholder Agreement,
the approval of an 80% super-majority of the voting power of the then outstanding shares of our capital stock entitled to vote will be required to amend the Charter
in any manner inconsistent with these rights.

Business Opportunities

Our Charter provides that Apollo Management Holdings L.P., Brookfield Asset Management Private Institutional Capital Adviser (Canada), L.P. and
Oaktree Capital Management, L.P. and their respective affiliates, to the fullest extend permitted by law, have no duty to refrain from engaging in the same or
similar business
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activities or lines of business in which Vistra Energy Corp. or any of our affiliates now engage or propose to engage or otherwise competing with Vistra Energy
Corp. or any of our affiliates. To the fullest extent permitted by applicable law, we have renounced any interest or expectancy in, or the right to be offered an
opportunity to participate in, any business opportunity which may be a business opportunity of one of such stockholders. We have not, however, renounced any
interest in any business opportunity offered to any director or officer of Vistra Energy Corp. if such opportunity is expressly offered to such person solely in his or
her capacity as a director or officer of Vistra Energy Corp.

Authorized but Unissued Shares

Delaware law does not require stockholder approval for any issuance of authorized shares. However, the listing requirements of the NYSE, which will apply
so long as our common stock remains listed on the NYSE, require stockholder approval of certain issuances equal to or exceeding 20% of the then outstanding
voting power or then outstanding number of shares of common stock. These additional shares may be utilized for a variety of corporate purposes, including future
public or private offerings to raise additional capital and for corporate acquisitions.

Dissenters’ Rights of Appraisal and Payment

Under the DGCL, with certain exceptions, our stockholders have appraisal rights in connection with a merger or consolidation of Vistra Energy Corp.
Pursuant to the DGCL, stockholders who properly request and perfect appraisal rights in connection with such merger or consolidation have the right to receive
payment of the fair value of their shares as determined by the Delaware Court of Chancery.

Stockholders’ Derivative Actions

Under the DGCL, any of our stockholders may bring an action in our name to procure a judgment in our favor, also known as a derivative action, provided
that the stockholder bringing the action is a holder of shares of our capital stock at the time of the transaction to which the action relates or such stockholder’s stock
thereafter devolved by operation of law.

Exclusive Forum

Our Charter provides that unless Vistra Energy Corp. consents in writing to the selection of an alternative forum, to the fullest extent permitted by law, and
subject to applicable jurisdictional requirements, any state court located in the State of Delaware (or, if no state court located within the State of Delaware has
jurisdiction, the federal district court for the District of Delaware) is the sole and exclusive forum for any stockholder (including any beneficial owner) to bring any
claim (a) based upon a violation of a duty by a current or former director, officer, employee or stockholder in such capacity or (b) as to which the DGCL confers
jurisdiction on the Court of Chancery. Any person or entity purchasing or otherwise acquiring or holding any interest in shares of our capital stock shall be deemed
to have notice of, and consented to the forum provisions in, our Charter. The enforceability of similar forum provisions in other companies’ certificates of
incorporation, however, has been challenged in legal proceedings, and it is possible that a court could find these types of provisions to be inapplicable or
unenforceable.

Limitations on Liability and Indemnification of Directors and Officers

The DGCL authorizes corporations to limit or eliminate the personal liability of our directors to corporations and their stockholders for monetary damages
for breaches of directors’ fiduciary duties, subject to certain exceptions and conditions. Our Charter limits the liability of directors to the fullest extent permitted by
the DGCL. Such section eliminates the personal liability of a director to Vistra Energy for monetary damages for breach of fiduciary duty as a director, except for
liability (i) for any breach of the director’s duty of loyalty to
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Vistra energy or our stockholders, (ii) for acts or omission not in good faith or which involve intentional misconduct or a knowing violation of law, (iii) under
Section 174 of the DGCL, or (iv) for any transaction from which the director derived an improper personal benefit. In addition, our Bylaws and separate
indemnification agreements provide that we must indemnify our directors and officers to the fullest extent permitted by the DGCL. Under our Bylaws, Vistra
Energy Corp. agrees that it is the indemnitor of first resort to provide advancement of expenses or indemnification to directors and officers.

The limitation of liability and indemnification provisions included in our Charter and Bylaws and separate indemnification agreements may discourage
stockholders from bringing a lawsuit against directors for breach of their fiduciary duty. These provisions may also have the effect of reducing the likelihood of
derivative litigation against directors and officers, even though such an action, if successful, might otherwise benefit us and our stockholders. In addition, your
investment may be adversely affected to the extent we pay the costs of settlement and damage awards against directors and officers pursuant to these
indemnification provisions.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company.

Listing

We have applied to list the shares of our common stock on the NYSE under the symbol “          .”
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Material U.S. Federal Income Tax Considerations for Non-U.S. Holders

The following is a general discussion of the material U.S. federal income tax consequences of the acquisition, ownership and disposition of our common
stock purchased pursuant to this offering by a non-U.S. holder. For the purpose of this discussion, a non-U.S. holder is any beneficial owner of our common stock
that is an individual, corporation, estate or trust and that is not for U.S. federal income tax purposes any of the following:
 

 •  an individual citizen or resident of the U.S.;
 

 •  a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or organized in the U.S. or under the laws of the
United States or any state or the District of Columbia;

 

 •  a partnership (or other entity or arrangement treated as a partnership or other pass-through entity for U.S. federal income tax purposes);
 

 •  an estate whose income is subject to U.S. federal income tax regardless of its source; or
 

 
•  a trust (x) whose administration is subject to the primary supervision of a court within the United States and which has one or more U.S. persons (as

defined for U.S. federal income tax purposes) who have the authority to control all substantial decisions of the trust or (y) which has made a valid
election under applicable U.S. Treasury Regulations to be treated as a U.S. person.

An individual who is not a citizen of the United States may, subject to certain restrictions and limitations contained in any applicable income tax treaties, be
deemed to be a resident of the United States by reason of being present in the United States for at least 31 days in the calendar year and an aggregate of at least 183
days during a three year period ending in the current calendar year (counting for such purposes all of the days present in the current year, one-third of the days
present in the immediate preceding calendar year and one sixth of the days present in the second preceding calendar year). U.S. residents are generally taxed for
U.S. federal income tax purposes in the same manner as U.S. citizens.

If a partnership (or an entity treated as a partnership for U.S. federal income tax purposes) holds our common stock, the tax treatment of a partner in the
partnership will generally depend on the status of the partner and upon the activities of the partnership. Accordingly, if you are treated as a partner of a partnership
that holds our common stock you should consult your own tax advisor as to the particular U.S. federal income tax consequences applicable to you.

This discussion assumes that a non-U.S. holder will hold our common stock that may be resold pursuant to this prospectus as a capital asset (generally,
property held for investment) within the meaning of Section 1221 of the Code. This discussion does not address all aspects of U.S. federal taxation (including
alternative minimum, gift and estate tax) or any other U.S. federal tax laws, including Medicare taxes imposed on net investment income or any aspects of state,
local or non-U.S. taxation. It does not consider any U.S. federal income tax considerations that may be relevant to non-U.S. holders that may be subject to special
treatment under U.S. federal income tax laws, including, without limitation, U.S. expatriates, life insurance companies, tax-exempt or governmental organizations,
dealers in securities or currency, banks or other financial institutions, investors whose functional currency is other than the U.S. dollar, “passive foreign investment
companies,” “controlled foreign corporations,” except as otherwise provided below, persons who at any time hold more than 5% of the fair market value of any
class of our stock and investors that hold our common stock as part of a hedge, straddle or conversion transaction. Furthermore, the following discussion is based
on current provisions of the Code, Treasury Regulations and administrative and judicial interpretations thereof, all as in effect on the date hereof, and all of which
are subject to change, possibly with retroactive effect. We have not sought, and will not seek, any ruling from the IRS or any opinion of counsel with respect to the
tax consequences discussed herein, and there can be no assurance that the IRS will not take a position contrary to the tax consequences discussed below or that any
position taken by the IRS would not be sustained.
 

162



Table of Contents

We urge each prospective investor to consult a tax advisor regarding the U.S. federal, state, local and non-U.S. income and other tax consequences of
acquiring, holding and disposing of shares of our common stock.

Distributions

We do not plan to make any distributions for the foreseeable future. However, if we do make distributions on our common stock, those payments will
constitute dividends to the extent paid from our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. To the extent
those distributions exceed our current and accumulated earnings and profits, the distributions will first reduce a non-U.S. holder’s adjusted tax basis in the common
stock (determined on a share by share basis), but not below zero, and then will be treated as gain from the sale of the common stock (subject to the rules discussed
below under “— Gain on Disposition of Common Stock”). Any such distributions will also be subject to the discussion below under the section entitled
“Additional Withholding Tax Relating to Foreign Accounts.” We expect to have significant amounts of earnings and profits as of the date of this prospectus.

Any dividends (out of earnings and profits) paid to a non-U.S. holder of our common stock that are not effectively connected with a U.S. trade or business
conducted by the non-U.S. holder generally will be subject to U.S. withholding tax either at a rate of 30% of the gross amount of the dividend or such lower rate as
may be specified by an applicable tax treaty. Non-U.S. holders should consult their tax advisors regarding their entitlement to benefits under an applicable income
tax treaty and the requirements for and manner of claiming the benefits of such treaty (including, without limitation, the need to obtain a U.S. taxpayer
identification number). To receive the benefit of a reduced treaty rate, a non-U.S. holder must generally provide us or our paying agent with a valid IRS Form W-
8BEN-E, W-8BEN or other appropriate version of IRS Form W-8 certifying qualification for the reduced rate and otherwise comply with all other applicable legal
requirements (including periodically updating such forms).

Dividends received by a non-U.S. holder that are effectively connected with a U.S. trade or business conducted by the non-U.S. holder (and, if provided by
an applicable treaty, that are attributable to a U.S. permanent establishment of such non-U.S. holder) are exempt from such U.S. withholding tax (provided that the
non-U.S. holder complies with certain certification and disclosure requirements). Non-U.S. holders should consult their tax advisors regarding their entitlement to
the exemption from withholding on dividends effectively connected with such holder’s U.S. trade or business and the requirements for and manner of claiming the
benefits of such exemption. To obtain this exemption, the non-U.S. holder must generally provide us or our paying agent with a valid IRS Form W-8ECI properly
certifying such exemption and otherwise comply with all other applicable legal requirements (including, without limitation, periodically updating such form). Such
effectively connected dividends, although not subject to withholding tax, will be subject to U.S. federal income tax on a net income basis at the same graduated
rates generally applicable to U.S. persons, subject to any applicable tax treaty providing otherwise. In addition to the income tax described above, dividends
received by corporate non-U.S. holders that are effectively connected with a U.S. trade or business of the corporate non-U.S. holder may be subject to a branch
profits tax at a rate of 30% (or such lower rate as may be specified by an applicable tax treaty).

A non-U.S. holder of our common stock may obtain a refund of any excess amounts withheld if the non-U.S. holder is eligible for a reduced rate of U.S.
withholding tax and an appropriate claim for refund is timely filed with the IRS.

A non-U.S. holder that is a foreign trust is urged to consult its own tax advisor regarding its status under U.S. tax law and the certification requirements
applicable to it.
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Gain on Disposition of Common Stock

Subject to the discussion of backup withholding and of FATCA, below, a non-U.S. holder generally will not be subject to U.S. federal income tax on any
gain realized upon the sale or other disposition of our common stock unless:
 

 •  the gain is effectively connected with a U.S. trade or business of the non-U.S. holder and, if required by an applicable tax treaty, is attributable to a
U.S. permanent establishment maintained by such non-U.S. holder;

 

 •  the non-U.S. holder is an individual who is present in the United States for a period or periods aggregating 183 days or more during the calendar year
in which the sale or disposition occurs and certain other conditions are met; or

 

 
•  our common stock constitutes a “U.S. real property interest” by reason of our status as a U.S. real property holding corporation (a USRPHC) within

the meaning of Section 897(c)(2) of the Code at any time within the shorter of the five-year period preceding the disposition or the non-U.S. holder’s
holding period for our common stock.

Unless an applicable tax treaty provides otherwise, gain described in the first bullet point above will be recognized in an amount equal to the excess of the
amount of cash and the fair market value of any other property received for the common stock over the non-U.S. holder’s basis in the common stock. Such gain or
loss will be generally subject to U.S. federal income tax on a net income basis at the same graduated rates generally applicable to U.S. persons. In the case of a non-
U.S. holder that is a foreign corporation, such gain may also be subject to a branch profits tax at a rate of 30% (or such lower rate as may be specified by an
applicable tax treaty).

Gain described in the second bullet point above (which may be offset by U.S. source capital losses, provided that the non-U.S. holder has timely filed U.S.
federal income tax returns with respect to such losses) will be subject to a flat 30% U.S. federal income tax (or such lower rate as may be specified by an applicable
tax treaty).

With respect to the third bullet point above, we believe we are not, and will not become for the foreseeable future, a USRPHC. If we are so classified, gain
arising from the sale or other taxable disposition by a non-U.S. holder of our common stock will not be subject to tax if such class of stock is regularly traded on an
established securities market, as defined by applicable Treasury Regulations, and such non-U.S. holder does not own, actually or constructively, more than 5% of
such class of our stock at any time during the shorter of the five-year period ending on the date of the sale or exchange or the non-U.S. holder’s holding period for
our common stock. We expect our common stock to be regularly traded on an established securities market. If gain on the sale or other taxable disposition of our
stock were subject to taxation under the third bullet point above, the non-U.S. holder would be subject to regular U.S. federal income tax with respect to such gain
in generally the same manner as a U.S. person and would have to file a U.S. income tax return reporting such gain or loss (and a purchaser of such non-U.S.
holder’s stock may be required to withhold from the proceeds payable to a non-U.S. holder from a sale or other taxable disposition of our stock).

Non-U.S. holders should consult a tax advisor regarding potentially applicable income tax treaties that may provide for different rules.

Backup Withholding and Information Reporting

Generally, we must report annually to the IRS the amount of dividends paid to each non-U.S. holder, the name and address of the recipient, and the amount,
if any, of tax withheld with respect to those dividends. These information reporting requirements apply even if withholding was not required or was otherwise
reduced or eliminated. This information also may be made available under a specific treaty or agreement with the tax authorities of the country in which the non-
U.S. holder resides or is established. Payment of the proceeds of a sale of our common stock within the United States or through certain U.S. financial
intermediaries is also subject
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to information reporting, and depending on the circumstances may be subject to backup withholding unless the non-U.S. holder, certifies that it is a non-U.S. holder
or furnishes an IRS Form W-8.

Payments of dividends to a non-U.S. holder may be subject to backup withholding (at the applicable rate) unless the non-U.S. holder establishes an
exemption, for example, by properly certifying its non-U.S. status on an IRS Form W-8BEN-E or another appropriate version of IRS Form W-8. Notwithstanding
the foregoing, backup withholding may apply if either we or our paying agent has actual knowledge, or reason to know, that the beneficial owner is a U.S. person
that is not an exempt recipient.

U.S. information reporting and backup withholding generally will not apply to a payment of proceeds from a disposition of common stock where the
transaction is effected outside the United States through a non-U.S. office of a non-U.S. broker. However, information reporting requirements, but generally not
backup withholding, generally will apply to such a payment if the broker is (i) a U.S. person; (ii) a foreign person that derives 50% or more of its gross income for
certain periods from the conduct of a trade or business in the United States; (iii) a controlled foreign corporation as defined in the Code; (iv) a foreign partnership
with certain U.S. connections; or (v) a U.S. branch of a foreign bank or foreign insurance company or a “territory financial institution” (as specially defined) in
each case meeting certain requirements, unless the broker has documentary evidence in its records that the holder is a non-U.S. holder and certain conditions are
met or the holder otherwise establishes an exemption.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be claimed as a refund or a credit against a non-
U.S. holder’s U.S. federal income tax liability, provided that the required information is timely furnished to the IRS. Non-U.S. holders should consult their own tax
advisors regarding the application of backup withholding in their particular circumstances and the availability of, and procedures for, obtaining an exemption from
backup withholding.

Additional Withholding Tax Relating to Foreign Accounts

Withholding taxes may be imposed under Sections 1471 to 1474 of the Code, the Treasury Regulations promulgated thereunder and other official guidance
(commonly referred to as FATCA) on certain types of payments made to non-U.S. financial institutions and certain other non-U.S. entities. Specifically, a 30%
withholding tax may be imposed on dividends on, or gross proceeds from the sale or other disposition of, our common stock paid to a “foreign financial institution”
or a “non-financial foreign entity” (each as defined in the Code), unless those entities comply with certain requirements under the Code and applicable U.S.
Treasury regulations, which requirements may be modified by an “intergovernmental agreement” entered into between the United States and an applicable foreign
country. Future Treasury Regulations or other official guidance may modify these requirements.

Under the applicable Treasury Regulations, withholding under FATCA generally applies to payments of dividends on our common stock and the IRS has
announced that withholding will apply to payments of gross proceeds from the sale or other disposition of such stock on or after January 1, 2019. The FATCA
withholding tax will apply to all withholdable payments without regard to whether the beneficial owner of the payment would otherwise be entitled to an
exemption from imposition of withholding tax pursuant to an applicable tax treaty with the United States or U.S. domestic law.

Prospective investors should consult their tax advisors regarding the potential application of withholding under FATCA to their investment in our common
stock.

The foregoing discussion is only a summary of certain material U.S. federal income tax consequences of the acquisition, ownership and disposition
of our common stock by non-U.S. holders. You are urged to consult your own tax advisor with respect to the particular tax consequences to you of the
acquisition, ownership and disposition of our common stock, including the effect of any U.S., state, local, non-U.S. or other tax laws and any applicable
income tax treaty.
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Shares Eligible for Future Sales

Future issuances or sales of substantial amounts of our common stock in the public market, or the perception that such issuances or resales may occur, could
adversely affect the prevailing market price of our common stock. No prediction can be made as to the effect, if any, future issuances or resales of shares, or the
availability of shares for future sales, will have on the market price of our common stock prevailing from time to time. See “Risk Factors — No prior public trading
market existed for our common stock prior to October 4, 2016, and an active trading market may not develop or be sustained following the registration of our
common stock on the NYSE, which may cause the market price of our common stock to decline significantly and make it difficult for investors to sell their shares
in the future.”

As of February 10, 2017, we have a total of 427,580,232 shares of common stock issued and outstanding. The shares that may be resold pursuant to this
prospectus will be freely tradable without restriction or further registration under the Securities Act, except that any shares held by our affiliates, as that term is
defined under Rule 144 of the Securities Act, may be sold only in compliance with the limitations described below. The remaining outstanding shares from time to
time will be deemed restricted securities under the meaning of Rule 144. Restricted securities may be sold in the public market only if registered or if they qualify
for an exemption from registration, including the exemptions pursuant to Rule 144, which is summarized below.

We plan to file a registration statement on Form S-8 under the Securities Act to register shares of our common stock or securities convertible into or
exchangeable for shares of common stock issued pursuant to our 2016 Incentive Plan. Any such Form S-8 registration statement will automatically become
effective upon filing. Accordingly, subject to applicable vesting restrictions or lock-up restrictions and except for shares held by affiliates, shares to be registered
under any such registration statement will be available for sale in the open market.

Issuance and Resales of Securities

We relied on Section 1145(a)(1) and (2) to exempt from the registration requirements of the Securities Act any future offer and resale of our common stock
issued pursuant to the Plan. Section 1145(a)(1) exempts the offer and sale of securities under the Plan from registration under Section 5 of the Securities Act and
state laws if certain requirements are satisfied. The shares of our common stock issued pursuant to the Plan may be resold without registration unless the seller is an
“underwriter” with respect to those shares. Section 1145(b)(1) defines an “underwriter” as any person who: purchases a claim against, an interest in, or a claim for
an administrative expense against the debtor, if that purchase is with a view to distributing any security received in exchange for such a claim or interest; offers to
sell securities offered under the Plan for the holders of those securities; offers to buy those securities from the holders of the securities, if the offer to buy is (i) with
a view to distributing those securities; and (ii) under an agreement made in connection with the Plan, the completion of the Plan, or with the offer or sale of
securities under the Plan; or is an “affiliate” of the issuer. To the extent a person is deemed to be an “underwriter,” resales by such person would not be exempted
by Section 1145 from registration under the Securities Act or other applicable law. Those persons would, however, be permitted to resell shares of our common
stock without registration if they are able to comply with the provisions of Rule 144, as described further below.

Rule 144

In general, under Rule 144, as currently in effect, a person who is not deemed to be our affiliate for purposes of Rule 144 or to have been one of our affiliates
at any time during the three months preceding a resale and who has beneficially owned the shares of common stock proposed to be resold for at least six months,
including the holding period of any prior owner other than our affiliates, is entitled to resell those shares of common stock without complying with the manner of
sale, volume limitation or notice provisions of Rule 144, subject to compliance with the current public information requirements of Rule 144. If such a person has
beneficially
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owned the shares of common stock proposed to be resold for at least one year, including the holding period of any prior owner other than our affiliates, then that
person is entitled to resell those shares of common stock without complying with any of the requirements of Rule 144. In general, after acquiring beneficial
ownership, under Rule 144, as currently in effect, our affiliates or persons reselling shares of our common stock on behalf of our affiliates are entitled to sell, within
any three-month period, a number of shares of our common stock that does not exceed the greater of (a) 1% of the number of shares of our common stock then
outstanding and (b) the average weekly trading volume of the shares of common stock during the four calendar weeks preceding the filing of a notice on Form 144
with respect to that resale. Resales under Rule 144 by our affiliates or persons reselling shares of our common stock on behalf of our affiliates are also subject to
certain manner of sale provisions and notice requirements and to the availability of current public information about us.
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Plan of Distribution

We are registering the resale of shares of our common stock covered by this prospectus by the selling stockholders from time to time after the date of this
prospectus. We will not receive any of the proceeds of any such resale of shares of our common stock. The aggregate proceeds to the selling stockholders from the
resales of shares or our common stock will be the purchase price of the shares less any discounts and commissions.

The selling stockholders or their pledgees, donees, transferees, or any of their successors in interest selling shares received from a named selling stockholder
as a gift, partnership distribution or other non-sale-related transfer after the date of this prospectus (some or all of whom may be selling stockholders), may sell
some or all of the shares of common stock covered by this prospectus from time to time on any stock exchange or automated interdealer quotation system on which
the securities are listed or quoted, in the over-the-counter market, in privately negotiated transactions or otherwise, at fixed prices that may be changed, at market
prices prevailing at the time of sale, at prices related to prevailing market prices, at prices determined at the time of sale, or at prices otherwise negotiated. The
selling stockholders may sell the shares by one or more of the following methods, without limitation:
 

 •  one or more underwritten offerings on a firm commitment or best efforts basis;
 

 •  block trades in which the broker or dealer so engaged will attempt to sell the shares as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

 

 •  crosses in which the same broker or dealer acts as an agent on both sides of the trades;
 

 •  purchases by a broker or dealer as principal and resale by the broker or dealer for its own account pursuant to this prospectus;
 

 •  an exchange distribution in accordance with the rules of any stock exchange on which the shares are listed;
 

 •  ordinary brokerage transactions and transactions in which the broker solicits purchases;
 

 •  privately negotiated transactions;
 

 •  short sales, either directly or with a broker-dealer or affiliate thereof;
 

 •  through the writing of options on the shares (including the issuance by the selling stockholder of derivative securities), whether or not the options are
listed on an options exchange or otherwise;

 

 •  through loans or pledges of the shares to a broker-dealer or an affiliate thereof;
 

 •  by entering into transactions with third parties who may (or may cause others to) issue securities convertible or exchangeable into, or the return of
which is derived in whole or in part from the value of, our common stock;

 

 •  through the distribution of the shares by any selling stockholder to its partners, members or stockholders;
 

 •  “at the market” to or through market makers or into an existing market for the securities;
 

 •  by pledge to secure debts and other obligations (including obligations associated with derivatives transactions);
 

 •  in other ways not involving market makers or established trading markets, including direct sales to purchasers or sales effected through agents;
 

 •  any combination of any of these methods of sale; and
 

 •  any other method permitted pursuant to applicable law.
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We do not know of any arrangements by the selling stockholders for the sale of any of these shares. Upon our notification by a selling stockholder that any
material arrangement has been entered into with an underwriter or broker-dealer for the sale of shares through a block trade, special offering, exchange distribution,
secondary distribution or a purchase by an underwriter, dealer or agent, we will file a supplement to this prospectus, if required, pursuant to Rule 424(b) under the
Securities Act, disclosing certain material information, including the number of shares being offered, the name or names of any underwriters, dealers or agents, any
public offering price, any underwriting discounts and other items constituting compensation to underwriters, dealers or agents.

For example, the selling stockholders may engage brokers and dealers, and any brokers or dealers may arrange for other brokers or dealers to participate in
effecting sales of the shares. These brokers, dealers or underwriters may act as principals or as agents of a selling stockholder. Broker-dealers may agree with a
selling stockholder to sell a specified number of the shares at a stipulated price per security. If the broker-dealer is unable to sell shares acting as agent for a selling
stockholder, it may purchase as principal any unsold shares at the stipulated price. Broker-dealers who acquire shares as principals may thereafter resell the shares
from time to time in transactions on any stock exchange or automated interdealer quotation system on which the shares are then listed, at prices and on terms then
prevailing at the time of sale, at prices related to the then-current market price, at prices determined at the time of sale, or at prices otherwise negotiated. Broker-
dealers may use block transactions and sales to and through broker-dealers, including crosses and other transactions of the nature described above.

From time to time, one or more of the selling stockholders may pledge, hypothecate or grant a security interest in some or all of the shares owned by them.
The pledgees, secured parties or persons to whom the shares have been hypothecated will, upon foreclosure in the event of default, be deemed to be selling
stockholders. As and when a selling stockholder takes such actions, the number of shares offered under this prospectus on behalf of such selling stockholder will
decrease. The plan of distribution for such selling stockholder’s shares will otherwise remain unchanged.

A selling stockholder may, from time to time, sell the shares short, and, in those instances, this prospectus may be delivered in connection with the short
sales and the shares offered under this prospectus may be used to cover short sales. A selling stockholder may enter into hedging transactions with broker-dealers
and the broker-dealers may engage in short sales of the shares in the course of hedging the positions they assume with that selling stockholder, including, without
limitation, in connection with distributions of the shares by those broker-dealers. A selling stockholder may enter into options or other transactions with broker-
dealers that involve the delivery of the shares offered hereby to the broker-dealers, who may then resell or otherwise transfer those shares. A selling stockholder
may also loan the shares offered hereby to a broker-dealer and the broker-dealer may sell the loaned shares pursuant to this prospectus.

A selling stockholder may enter into derivative transactions with third parties, or sell shares not covered by this prospectus to third parties in privately
negotiated transactions. If the applicable prospectus supplement indicates, in connection with those derivatives, the third parties may sell shares covered by this
prospectus and the applicable prospectus supplement, including in short sale transactions. If so, the third-party may use shares pledged by the selling stockholder or
borrowed from the selling stockholder or others to settle those sales or to close out any related open borrowings of stock, and may use shares received from the
selling stockholder in settlement of those derivatives to close out any related open borrowings of stock. The third-party in such sale transactions will be an
underwriter and, if not identified in this prospectus, will be identified in the applicable prospectus supplement (or a post-effective amendment to the registration
statement of which this prospectus forms a part).

To the extent required under the Securities Act of 1933, as amended (the Securities Act), the names of the selling stockholders, aggregate amount of selling
stockholders’ shares being offered and the terms of the offering, the names of any agents, dealers or underwriters and any applicable compensation with respect to a
particular offer will be set forth in an accompanying prospectus supplement. Any underwriters, dealers or agents
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participating in the distribution of the shares may receive compensation in the form of underwriting discounts, concessions, commissions or fees from a selling
stockholder and/or purchasers of selling stockholders’ shares for whom they may act (which compensation as to a particular broker-dealer might be in excess of
customary commissions). Pursuant to a FINRA requirement, the maximum commission or discount to be received by any FINRA member or independent broker-
dealer may not be greater than 8% of the gross proceeds received by the selling stockholders for the sale of any shares of common stock being offered by this
prospectus and any applicable prospectus supplement.

The selling stockholders and any underwriters, dealers or agents that participate in the distribution of the shares may be deemed to be “underwriters” within
the meaning of the Securities Act, and any discounts, concessions, commissions or fees received by them and any profit on the resale of the shares sold by them
may be deemed to be underwriting discounts and commissions.

The selling stockholders and other persons participating in the sale or distribution of the shares will be subject to applicable provisions of the Exchange Act
of 1934, as amended (the Exchange Act) and the rules and regulations thereunder, including Regulation M. This regulation may limit the timing of purchases and
sales of any of the shares by the selling stockholders any other person. The anti-manipulation rules under the Exchange Act may apply to sales of shares in the
market and to the activities of the selling stockholders and their respective affiliates. Furthermore, Regulation M may restrict the ability of any person engaged in
the distribution of the shares to engage in market-making activities with respect to the particular shares being distributed for a period of up to five business days
before the distribution. These restrictions may affect the marketability of the shares and the ability of any person or entity to engage in market-making activities
with respect to the shares.

The shares offered hereby were originally issued to the selling stockholders pursuant to an exemption from the registration requirements of the Securities
Act. We agreed to register resales of such shares under the Securities Act and to keep the registration statement of which this prospectus is a part effective for a
specified period of time. We have agreed to pay certain expenses in connection with certain resales of the shares registered pursuant to the registration statement of
which this prospectus is a part, including the fees and expenses of one counsel retained by the selling stockholders. In addition, we have agreed to indemnify in
certain circumstances certain of the selling stockholders against certain liabilities, including liabilities under the Securities Act. Certain of the selling stockholders
have agreed to indemnify us in certain circumstances against certain liabilities, including liabilities under the Securities Act. We have also agreed to pay
substantially all of the expenses incidental to the registration of resales of shares of our common stock, including the payment of federal securities law and state
“blue sky” registration fees but excluding underwriting discounts and commissions relating to the sale of common stock. See “Certain Relationships and Related
Party Transactions — Registration Rights Agreement.”

We will not receive any proceeds from resales of any shares of our common stock under this prospectus by the selling stockholders.

We cannot assure you that the selling stockholders will sell all or any portion of the shares offered hereby. Further, we cannot assure you that any such
selling stockholder will not transfer, devise or gift the common stock by other means not described in this prospectus. In addition, any common stock covered by
this prospectus that qualifies for sale under Rule 144 or Regulation D of the Securities Act may be sold under Rule 144 or Regulation D, as applicable, rather than
under this prospectus. The common stock covered by this prospectus may also be sold to non-U.S. persons outside the United States in accordance with Regulation
S under the Securities Act rather than under this prospectus. The common stock may be resold in some states only through registered or licensed brokers or dealers.
In addition, in some states the common stock may not be resold unless it has been registered or qualified for resale or an exemption from registration or
qualification is available and complied with.
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Legal Matters

The validity of the shares of common stock offered by this prospectus will be passed upon for us by Sidley Austin LLP, Dallas, Texas.

Experts

The consolidated financial statements of Texas Competitive Electric Holdings Company LLC, our Predecessor, as of December 31, 2015 and 2014 and for
each of the three years in the period ended December 31, 2015 included in this prospectus have been audited by Deloitte & Touche LLP, an independent registered
public accounting firm, as stated in their report appearing herein (which report expresses an unqualified opinion on the consolidated financial statements and
includes explanatory paragraphs regarding bankruptcy, and our Predecessor’s ability to continue as a going concern). Such consolidated financial statements have
been so included in reliance upon the report of such firm given upon their authority as experts in accounting and auditing.
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Where You Can Find More Information

We have filed with the Commission a registration statement on Form S-1 under the Securities Act with respect to resales of the shares of our common stock
offered by this prospectus. This prospectus, which is a part of the registration statement, does not contain all of the information set forth in the registration
statement or the exhibits and schedules filed therewith. For further information with respect to us and the common stock that may be offered under this prospectus,
please see the registration statement and the exhibits and schedules filed with the registration statement. Statements contained in this prospectus regarding the
contents of any contract or any other document that is filed as an exhibit to the registration statement are not necessarily complete, and each such statement is
subject to, and qualified in all respects by reference to, the full text of such contract or other document filed as an exhibit to the registration statement. A copy of the
registration statement and the exhibits and schedules filed with the registration statement may be inspected without charge at the public reference room maintained
by the Commission, located at 100 F Street, N.E., Washington, D.C. 20549, and copies of all or any part of the registration statement may be obtained upon the
payment of the fees prescribed by the Commission. Please call the Commission at 1-800-SEC-0330 for further information about the public reference room. The
Commission also maintains an Internet website that contains reports, proxy and information statements and other information regarding registrants that file
electronically with the Commission. The address of the website is www.sec.gov.

Upon the effectiveness of the registration statement of which this prospectus is a part, we will be subject to the information and periodic reporting
requirements of the Exchange Act and, in accordance therewith, will file periodic reports, proxy statements and other information with the Commission.

We maintain a website at www.vistraenergy.com. You may access our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act with the Commission free of charge at our
website as soon as reasonably practicable after such material is electronically filed with, or furnished to, the Commission. However, the reference to our web
address does not constitute incorporation by reference of the information contained at such site.
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GLOSSARY

When the following terms and abbreviations appear in the text of the 2015 Annual Financial Statements, they have the meanings indicated below.
 
ancillary services

  

Refers to services necessary to support the transmission of energy and maintain reliable operations for the
entire transmission system. These services include monitoring and providing for various types of reserve
generation to ensure adequate electricity supply and system reliability.

Chapter 11 Cases

  

Cases being heard in the US Bankruptcy Court for the District of Delaware (Bankruptcy Court)
concerning voluntary petitions for relief under Chapter 11 of the US Bankruptcy Code (Bankruptcy Code)
filed on April 29, 2014 by the Debtors

CAIR   Clean Air Interstate Rule

CO 2   carbon dioxide

CPNPC

  

Refers to Comanche Peak Nuclear Power Company LLC, which was formed for the purpose of
developing two new nuclear generation units and obtaining a combined operating license from the NRC
for the units

Consolidated EBITDA

  

Consolidated EBITDA means TCEH EBITDA adjusted to exclude noncash items, unusual items and
other adjustments allowable under the agreement governing the DIP Facility. See the definition of
EBITDA below. Consolidated EBITDA and EBITDA are not recognized terms under US GAAP and,
thus, are non-GAAP financial measures. We are providing Consolidated EBITDA in this annual report
solely because of the important role that Consolidated EBITDA plays in respect of covenants contained in
the agreement governing the DIP Facility. We do not intend for Consolidated EBITDA (or EBITDA) to
be an alternative to net income as a measure of operating performance or an alternative to cash flows from
operating activities as a measure of liquidity or an alternative to any other measure of financial
performance presented in accordance with US GAAP. Additionally, we do not intend for Consolidated
EBITDA (or EBITDA) to be used as a measure of free cash flow available for management’s
discretionary use, as the measure excludes certain cash requirements such as adequate assurance
payments, interest payments, tax payments and other debt service requirements. Because not all
companies use identical calculations, our presentation of Consolidated EBITDA (and EBITDA) may not
be comparable to similarly titled measures of other companies.

Confirmation Order   The Bankruptcy Court’s December 2015 order confirming the Plan of Reorganization

CSAPR   the final Cross-State Air Pollution Rule issued by the EPA in July 2011

DIP Facility   Refers to TCEH’s debtor-in-possession financing. See Note 11 to the Financial Statements.

Debtors
  

EFH Corp. and the substantial majority of its direct and indirect subsidiaries, including EFIH, EFCH and
TCEH but excluding the Oncor Ring-Fenced Entities

Disclosure Statement
  

Fifth Amended Disclosure Statement for the Debtors’ Fifth Amended Joint Plan of Reorganization
Pursuant to Chapter 11 of the Bankruptcy Code approved by the Bankruptcy Court in September 2015
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D.C. Circuit Court   US Court of Appeals for the District of Columbia Circuit

EBITDA   earnings (net income) before interest expense, income taxes, depreciation and amortization

EFCH
  

Energy Future Competitive Holdings Company LLC, a direct, wholly owned subsidiary of EFH Corp. and
the direct parent of TCEH, and/or its subsidiaries, depending on context

EFH Acquisition
  

The acquisition of reorganized EFH Corp. financed by existing TCEH creditors and third-party investors
as proposed in the Plan of Reorganization

EFH Corp.
  

Energy Future Holdings Corp., a holding company, and/or its subsidiaries, depending on context, whose
major subsidiaries include TCEH and Oncor

EFIH
  

Energy Future Intermediate Holding Company LLC, a direct, wholly owned subsidiary of EFH Corp. and
the direct parent of Oncor Holdings

EPA   US Environmental Protection Agency

ERCOT
  

Electric Reliability Council of Texas, Inc., the independent system operator and the regional coordinator
of various electricity systems within Texas

ERISA   Employee Retirement Income Security Act of 1974, as amended

Federal and State Income Tax Allocation
Agreement

  

EFH Corp. and certain of its subsidiaries (including EFCH, EFIH and TCEH, but not including Oncor
Holdings and Oncor) are parties to a Federal and State Income Tax Allocation Agreement, executed on
May 15, 2012 but effective as of January 1, 2010. See Note 6 to the Financial Statements .

Fifth Circuit Court   US Court of Appeals for the Fifth Circuit

GAAP   generally accepted accounting principles

GWh   gigawatt-hours

IRS   US Internal Revenue Service

kWh   kilowatt-hours

LIBOR
  

London Interbank Offered Rate, an interest rate at which banks can borrow funds, in marketable size,
from other banks in the London interbank market.

Luminant

  

subsidiaries of TCEH engaged in competitive market activities consisting of electricity generation and
wholesale energy sales and purchases as well as commodity risk management and trading activities, all
largely in Texas

market heat rate

  

Heat rate is a measure of the efficiency of converting a fuel source to electricity. Market heat rate is the
implied relationship between wholesale electricity prices and natural gas prices and is calculated by
dividing the wholesale market price of electricity, which is based on the price offer of the marginal
supplier in ERCOT (generally natural gas plants), by the market price of natural gas. Forward wholesale
electricity market price quotes in ERCOT are generally limited to two or three years; accordingly, forward
market heat rates are generally limited to the

 
F-4



Table of Contents

  

same time period. Forecasted market heat rates for time periods for which market price quotes are not
available are based on fundamental economic factors and forecasts, including electricity supply, demand
growth, capital costs associated with new construction of generation supply, transmission development
and other factors.

Merger
  

the transaction referred to in the Agreement and Plan of Merger, dated February 25, 2007, under which
Texas Holdings agreed to acquire EFH Corp., which was completed on October 10, 2007

MMBtu   million British thermal units

Moody’s   Moody’s Investors Services, Inc.

MW   megawatts

MWh   megawatt-hours

NOx   nitrogen oxide

NRC   US Nuclear Regulatory Commission

NYMEX   the New York Mercantile Exchange, a commodity derivatives exchange

Oncor

  

Oncor Electric Delivery Company LLC, a direct, majority-owned subsidiary of Oncor Holdings and an
indirect subsidiary of EFH Corp., and/or its consolidated bankruptcy-remote financing subsidiary, Oncor
Electric Delivery Transition Bond Company LLC, depending on context, that is engaged in regulated
electricity transmission and distribution activities

Oncor Holdings
  

Oncor Electric Delivery Holdings Company LLC, a direct, wholly owned subsidiary of EFIH and the
direct majority owner of Oncor, and/or its subsidiaries, depending on context

Oncor Ring-Fenced Entities   Oncor Holdings and its direct and indirect subsidiaries, including Oncor.

OPEB   postretirement employee benefits other than pensions

Petition Date   April 29, 2014, the date the Debtors made the Bankruptcy Filing

Plan of Reorganization
  

Sixth Amended Joint Plan of Reorganization, as amended, Pursuant to Chapter 11 of the Bankruptcy Code
confirmed by the Bankruptcy Court in December 2015, including the Plan Supplement

Plan Support Agreement

  

Third Amendment to the Amended and Restated Plan Support Agreement, entered into in December
2015, amending and restating the Plan Support Agreement approved by the Bankruptcy Court in
September 2015

PUCT   Public Utility Commission of Texas

purchase accounting

  

The purchase method of accounting for a business combination as prescribed by US GAAP, whereby the
cost or “purchase price” of a business combination, including the amount paid for the equity and direct
transaction costs are allocated to identifiable assets and liabilities (including intangible assets) based upon
their fair values. The excess of the purchase price over the fair values of assets and liabilities is recorded
as goodwill.

REP   retail electric provider
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RCT
  

Railroad Commission of Texas, which among other things, has oversight of lignite mining activity in
Texas

S&P   Standard & Poor’s Ratings (a credit rating agency)

SEC   US Securities and Exchange Commission

SG&A   selling, general and administrative

Settlement Agreement

  

Amended and Restated Settlement Agreement among the Debtors, the Sponsor Group, settling TCEH first
lien creditors, settling TCEH second lien creditors, settling TCEH unsecured creditors and the official
committee of unsecured creditors of TCEH (collectively, the Settling Parties), filed by the Debtors with
the Bankruptcy Court in December 2015. See Note 2 to the Financial Statements.

Settlement Agreement Order   The Bankruptcy Court’s December 2015 order approving the Settlement Agreement

SO 2   sulfur dioxide

Sponsor Group

  

Refers, collectively, to certain investment funds affiliated with Kohlberg Kravis Roberts & Co. L.P., TPG
Global, LLC (together with its affiliates, TPG) and GS Capital Partners, an affiliate of Goldman, Sachs &
Co., that have an ownership interest in Texas Holdings.

TCEH

  

Texas Competitive Electric Holdings Company LLC, a direct, wholly owned subsidiary of EFCH and an
indirect subsidiary of EFH Corp., and/or its subsidiaries, depending on context, that are engaged in
electricity generation and wholesale and retail energy market activities, and whose major subsidiaries
include Luminant and TXU Energy

TCEH Debtors   EFCH, TCEH and the subsidiaries of TCEH that are Debtors in the Chapter 11 Cases

TCEH Demand Notes

  

Refers to certain loans from TCEH to EFH Corp. in the form of demand notes to finance EFH Corp. debt
principal and interest payments and, until April 2011, other general corporate purposes of EFH Corp. that
were guaranteed on a senior unsecured basis by EFCH and EFIH and were settled by EFH Corp. in
January 2013.

TCEH Finance
  

TCEH Finance, Inc., a direct, wholly owned subsidiary of TCEH, formed for the sole purpose of serving
as co-issuer with TCEH of certain debt securities

TCEH Senior Notes

  

Refers, collectively, to TCEH’s and TCEH Finance’s 10.25% Senior Notes and 10.25% Senior Notes,
Series B (collectively, TCEH 10.25% Notes) and TCEH’s and TCEH Finance’s 10.50%/11.25% Senior
Toggle Notes (TCEH Toggle Notes) with a total principal amount of $4.874 billion.

TCEH Senior Secured Facilities
  

Refers, collectively, to the TCEH First Lien Term Loan Facilities, TCEH First Lien Revolving Credit
Facility and TCEH First Lien Letter of Credit Facility with a total principal amount of $22.616 billion.

TCEH Senior Secured Notes   TCEH’s and TCEH Finance’s $1.750 billion principal amount of 11.5% First Lien Senior Secured Notes

TCEH Senior Secured Second Lien Notes

  

Refers, collectively, to TCEH’s and TCEH Finance’s 15% Senior Secured Second Lien Notes and
TCEH’s and TCEH Finance’s 15% Senior Secured Second Lien Notes, Series B with a total principal
amount of $1.571 billion.
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TCEQ   Texas Commission on Environmental Quality

Texas Holdings
  

Texas Energy Future Holdings Limited Partnership, a limited partnership controlled by the Sponsor
Group, that owns substantially all of the common stock of EFH Corp.

Texas Transmission

  

Texas Transmission Investment LLC, a limited liability company that owns a 19.75% equity interest in
Oncor and is not affiliated with EFH Corp., any of EFH Corp.’s subsidiaries or any member of the
Sponsor Group

TXU Energy

  

TXU Energy Retail Company LLC, a direct, wholly owned subsidiary of TCEH that is a REP in
competitive areas of ERCOT and is engaged in the retail sale of electricity to residential and business
customers

US   United States of America

VIE   variable interest entity
 

F-7



Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Managers and Member of Texas Competitive Electric Holdings Company LLC (Debtor-in-Possession)
Dallas, Texas

We have audited the accompanying consolidated balance sheets of Texas Competitive Electric Holdings Company LLC (a subsidiary of Energy Future Holdings
Corp.) and subsidiaries (Debtor-in-Possession) (“TCEH”) as of December 31, 2015 and 2014, and the related statements of consolidated income (loss),
comprehensive income (loss), cash flows and membership interests for each of the three years in the period ended December 31, 2015. These financial statements
are the responsibility of TCEH’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required to
have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Texas Competitive Electric Holdings
Company LLC and subsidiaries (Debtor-in-Possession) as of December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the
three years in the period ended December 31, 2015, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 to the consolidated financial statements, on April 29, 2014 Energy Future Holdings Corp. and the substantial majority of its direct and
indirect subsidiaries (including Texas Competitive Electric Holdings Company LLC), excluding Oncor Electric Delivery Holdings Company LLC and its
subsidiaries, filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code. The accompanying consolidated financial statements do not
purport to reflect or provide for the consequences of the bankruptcy proceedings. In particular, such financial statements do not purport to show (1) as to assets,
their realizable value on a liquidation basis or their availability to satisfy liabilities; (2) as to prepetition liabilities, the amounts that may be allowed for claims or
contingencies, or the status and priority thereof; (3) as to membership interest accounts, the effect of any changes that may be made in the capitalization of TCEH;
or (4) as to operations, the effect of any changes that may be made in its business.

The accompanying consolidated financial statements for the years ended December 31, 2015 and 2014 have been prepared assuming that TCEH will continue as a
going concern. As discussed in Note 2 to the consolidated financial statements, TCEH’s ability to continue as a going concern is contingent upon its ability to
comply with the financial and other covenants contained in the DIP Facility described in Note 11, its ability to obtain new debtor in possession financing in the
event the DIP Facility were to expire during the pendency of the Chapter 11 Cases, its ability to complete a Chapter 11 plan of reorganization in a timely manner,
including obtaining applicable regulatory approvals required for such plan, and its ability to obtain any exit financing needed to implement such plan, among other
factors. These circumstances and uncertainties inherent in the bankruptcy proceedings raise substantial doubt about TCEH’s ability to continue as a going concern.
Management’s plans concerning these matters are also discussed in Note 2 to the consolidated financial statements. The consolidated financial statements do not
include adjustments that might result from the outcome of these uncertainties.

/s/ Deloitte & Touche LLP

Dallas, Texas
March 1, 2016
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

STATEMENTS OF CONSOLIDATED INCOME (LOSS)
 
   Year Ended December 31,  
   2015   2014   2013  
   (millions of dollars)  
Operating revenues   $ 5,370   $ 5,978   $ 5,899  
Fuel, purchased power costs and delivery fees    (2,692)   (2,842)   (2,848) 
Net gain (loss) from commodity hedging and trading activities    334    11    (54) 
Operating costs    (834)   (914)   (881) 
Depreciation and amortization    (852)   (1,270)   (1,333) 
Selling, general and administrative expenses    (676)   (708)   (756) 
Impairment of goodwill (Note 4)    (2,200)   (1,600)   (1,000) 
Impairment of long-lived assets (Note 8)    (2,541)   (4,670)   (140) 
Other income (Note 7)    17    16    9  
Other deductions (Note 7)    (93)   (281)   (22) 
Interest income    1    —   6  
Interest expense and related charges (Note 9)    (1,289)   (1,749)   (1,916) 
Reorganization items (Note 10)    (101)   (520)   — 

    
 

   
 

   
 

Loss before income taxes    (5,556)   (8,549)   (3,036) 
Income tax benefit (Note 6)    879    2,320    732  

    
 

   
 

   
 

Net loss    (4,677)   (6,229)   (2,304) 
Net loss attributable to noncontrolling interests    —   —   107  

    
 

   
 

   
 

Net loss attributable to TCEH   $(4,677)  $(6,229)  $(2,197) 
    

 

   

 

   

 

See Notes to the Financial Statements
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STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME (LOSS)
 
   Year Ended December 31,  
   2015   2014   2013  
   (millions of dollars)  
Net loss   $(4,677)  $(6,229)  $(2,304) 
Other comprehensive income, net of tax effects — cash flow hedges derivative value net loss related to hedged

transactions recognized during the period (net of tax benefit of $ — , $1 and $3)    2    1    6  
    

 
   

 
   

 

Comprehensive loss    (4,675)   (6,228)   (2,298) 
Comprehensive loss attributable to noncontrolling interests    —   —   107  

    
 

   
 

   
 

Comprehensive loss attributable to TCEH   $(4,675)  $(6,228)  $(2,191) 
    

 

   

 

   

 

See Notes to the Financial Statements
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

STATEMENTS OF CONSOLIDATED CASH FLOWS
 
   Year Ended December 31,  
   2015   2014   2013  
   (millions of dollars)  
Cash flows — operating activities:     

Net loss   $(4,677)  $(6,229)  $(2,304) 
Adjustments to reconcile net loss to cash provided by (used in) operating activities:     

Depreciation and amortization    995    1,440    1,499  
Deferred income tax benefit, net    (883)   (2,406)   (672) 
Income tax benefit due to IRS audit resolutions (Note 5)    —   53    (78) 
Fees paid for DIP Facility (Note 11) (reported as financing activities)    9    92    — 
Impairment of goodwill (Note 4)    2,200    1,600    1,000  
Impairment of long-lived assets and nuclear generation joint venture (Note 8)    2,541    4,670    140  
Noncash adjustment for estimated allowed claims related to debt (Note 10)    896    —   — 
Adjustment to intercompany claims pursuant to settlement agreement (Note 10)    (1,037)   —   — 
Contract claims adjustments (Note 10)    54    19    — 
Sponsor management agreement settlement (Notes 2 and 18)    (19)   —   — 
Unrealized net (gain) loss from mark-to-market of commodity positions    (119)   370    1,091  
Unrealized net gain from mark-to-market of interest rate swaps (Note 9)    —   (1,290)   (1,053) 
Liability adjustment arising from termination of interest rate swaps (Note 16)    —   277    — 
Noncash realized loss on termination of interest rate swaps (Note 9)    —   1,225    — 
Noncash realized gain on termination of natural gas positions (Note 16)    —   (117)   — 
Amortization of debt related costs, discounts, fair value discounts and losses on dedesignated cash flow hedges

(Note 9)    —   88    279  
Impairment of intangible and other assets (Note 7)    84    263    — 
Other, net    67    61    84  
Changes in operating assets and liabilities:     

Affiliate accounts receivable/payable, net    (4)   11    16  
Accounts receivable — trade    17    72    (33) 
Inventories    34    (67)   (6) 
Accounts payable — trade    40    94    (8) 
Commodity and other derivative contractual assets and liabilities    27    (27)   47  
Margin deposits, net    129    (192)   (320) 
Accrued interest    2    493    28  
Other — net assets    (22)   (67)   80  
Other — net liabilities    (97)   11    (60) 

    
 

   
 

   
 

Cash provided by (used in) operating activities   $ 237   $ 444   $ (270) 
    

 
   

 
   

 

Cash flows — financing activities:     
Proceeds from the DIP Facility before fees paid (Note 11)    —   1,425    — 
Fees paid for the DIP Facility (Note 10)    (9)   (92)   — 
Repayments/repurchases of debt (Notes 11 and 12)    (21)   (223)   (94) 
Net repayments under accounts receivable securitization program    —   —   (82) 
Other, net    —   1    1  

    
 

   
 

   
 

Cash provided by (used in) financing activities   $ (30)  $ 1,111   $ (175) 
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   Year Ended December 31,  
   2015   2014   2013  
   (millions of dollars)  
Cash flows — investing activities:     

Notes due from affiliates   $ (37)  $ (34)  $ 698  
Capital expenditures    (337)   (336)   (472) 
Nuclear fuel purchases    (123)   (77)   (116) 
Changes in restricted cash    (123)   42    2  
Purchase of right to use certain computer-related assets from affiliate (Note 18)    —   (4)   (29) 
Acquisition of combustion turbine trust interest    —   —   (40) 
Proceeds from sales of nuclear decommissioning trust fund securities (Note 19)    401    314    175  
Investments in nuclear decommissioning trust fund securities (Note 19)    (418)   (331)   (191) 
Other, net    (13)   (32)   (11) 

    
 

   
 

   
 

Cash provided by (used in) investing activities   $ (650)  $ (458)  $ 16  
    

 
   

 
   

 

Net change in cash and cash equivalents    (443)   1,097    (429) 
Cash and cash equivalents — beginning balance    1,843    746    1,175  

    
 

   
 

   
 

Cash and cash equivalents — ending balance   $1,400   $1,843   $ 746  
    

 

   

 

   

 

See Notes to the Financial Statements
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

CONSOLIDATED BALANCE SHEETS
 
   December 31,  
   2015   2014  
   (millions of dollars)  

ASSETS   
Current assets:    

Cash and cash equivalents   $ 1,400   $ 1,843  
Restricted cash (Note 19)    519    2  
Trade accounts receivable — net (Note 19)    533    588  
Advances to parent and affiliates (Note 18)    34    16  
Inventories (Note 19)    428    468  
Commodity and other derivative contractual assets (Note 16)    465    492  
Other current assets    71    67  

    
 

   
 

Total current assets    3,450    3,476  
Restricted cash (Note 19)    507    901  
Advances to parent and affiliates (Note 18)    20    9  
Investments (Note 19)    962    941  
Property, plant and equipment — net (Note 19)    9,349    12,288  
Goodwill (Note 4)    152    2,352  
Identifiable intangible assets — net (Note 4)    1,179    1,336  
Other noncurrent assets    39    40  

    
 

   
 

Total assets   $ 15,658   $ 21,343  
    

 

   

 

LIABILITIES AND MEMBERSHIP INTERESTS    
Current liabilities:    

Borrowings under debtor-in-possession credit facility (Note 11)   $ 1,425   $ — 
Long-term debt due currently (Note 11)    16    22  
Trade accounts payable    394    382  
Trade accounts and other payables to affiliates    120    163  
Commodity and other derivative contractual liabilities (Note 16)    203    316  
Accumulated deferred income taxes    —   90  
Margin deposits related to commodity positions    152    26  
Accrued income taxes payable to parent (Note 18)    11    17  
Accrued taxes other than income    98    107  
Accrued interest (Notes 9 and 12)    120    117  
Other current liabilities    273    262  

    
 

   
 

Total current liabilities    2,812    1,502  
Borrowings under debtor-in-possession credit facility (Note 11)    —   1,425  
Long-term debt, less amounts due currently (Note 11)    3    51  
Liabilities subject to compromise (Note 12)    33,734    33,891  
Accumulated deferred income taxes    213    982  
Other noncurrent liabilities and deferred credits (Note 19)    1,780    1,701  

    
 

   
 

Total liabilities    38,542    39,552  
Commitments and Contingencies (Note 13)    
Membership interests (Note 14):    

Capital account    (22,851)   (18,174) 
Accumulated other comprehensive loss    (33)   (35) 

    
 

   
 

Total membership interests    (22,884)   (18,209) 
    

 
   

 

Total liabilities and membership interests   $ 15,658   $ 21,343  
    

 

   

 

See Notes to the Financial Statements.
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

STATEMENTS OF CONSOLIDATED MEMBERSHIP INTERESTS
 
   Year Ended December 31,  
   2015   2014   2013  
   (millions of dollars)  
Membership interests:     
Capital account:     

Balance at beginning of period   $(18,174)  $(11,947)  $ (9,753) 
Net loss attributable to TCEH    (4,677)   (6,229)   (2,197) 
Effects of stock-based incentive compensation plans    —   2    2  
Other    —   —   1  

    
 

   
 

   
 

Balance at end of period    (22,851)   (18,174)   (11,947) 
    

 
   

 
   

 

Accumulated other comprehensive loss, net of tax effects (a):     
Balance at beginning of period    (35)   (36)   (42) 

Change during period    2    1    6  
    

 
   

 
   

 

Balance at end of period    (33)   (35)   (36) 
    

 
   

 
   

 

Total TCEH membership interests at end of period    (22,884)   (18,209)   (11,983) 
    

 
   

 
   

 

Noncontrolling interests in subsidiaries (Note 14):     
Balance at beginning of period    —   1    112  
Investment in subsidiary by noncontrolling interests    —   1    6  
Cash distribution to EFH Corp. from predecessor receivables company (Note 20)    —   —   (10) 
Net loss attributable to noncontrolling interests (Note 8)    —   —   (107) 
Other    —   (2)   — 

    
 

   
 

   
 

Noncontrolling interests in subsidiaries at end of period    —   —   1  
    

 
   

 
   

 

Total membership interests at end of period   $(22,884)  $(18,209)  $(11,982) 
    

 

   

 

   

 

 
(a) All amounts relate to cash flow hedges.

See Notes to the Financial Statements
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Description of Business

References in this report to “we,” “our,” “us” and “the Company” are to TCEH and/or its subsidiaries, as apparent in the context. See Glossary
for defined terms.

TCEH is a Dallas, Texas-based holding company for subsidiaries engaged in competitive electricity market activities largely in Texas, including electricity
generation, wholesale energy sales and purchases, commodity risk management and trading activities and retail electricity operations. Key management activities,
including commodity risk management and electricity sourcing for our retail and wholesale customers, are performed on an integrated basis; consequently, there
are no reportable business segments. TCEH is a wholly owned subsidiary of EFCH, which is a wholly owned subsidiary of EFH Corp. While TCEH is a wholly
owned subsidiary of EFH Corp. and EFCH, TCEH is a separate legal entity from EFH Corp. and EFCH and all of their other affiliates with its own assets and
liabilities.

TCEH operates largely in the ERCOT market, and wholesale electricity prices in that market generally move with the price of natural gas. Wholesale electricity
prices have significant implications to TCEH’s profitability and cash flows and, accordingly, the overall value of the business.

Chapter 11 Cases

On April 29, 2014 (the Petition Date), EFH Corp. and the substantial majority of its direct and indirect subsidiaries, including EFIH, EFCH and TCEH but
excluding the Oncor Ring-Fenced Entities (collectively, the Debtors), filed voluntary petitions for relief (the Bankruptcy Filing) under Chapter 11 of the United
States Bankruptcy Code (the Bankruptcy Code) in the United States Bankruptcy Court for the District of Delaware (the Bankruptcy Court). In September 2015, the
Debtors filed the Fifth Plan of Reorganization (which was amended by the Sixth Plan of Reorganization in November 2015) and the Disclosure Statement. The
Disclosure Statement was approved by the Bankruptcy Court in September 2015.

Following the approval of the Disclosure Statement by the Bankruptcy Court, the Debtors solicited the vote of their required creditors for approval of the Plan of
Reorganization. In October 2015, the required creditors voted to approve the Plan of Reorganization. The Bankruptcy Court confirmed the Plan of Reorganization
in December 2015. See Note 2 for further discussion regarding the Chapter 11 Cases, the Plan of Reorganization and the Disclosure Statement.

Basis of Presentation, Including Application of Bankruptcy Accounting

The consolidated financial statements have been prepared in accordance with US GAAP. The consolidated financial statements have been prepared as if TCEH is a
going concern and contemplate the realization of assets and liabilities in the normal course of business. The consolidated financial statements reflect the application
of Financial Accounting Standards Board Accounting Standards Codification (ASC) 852, Reorganizations
. During the pendency of the Chapter 11 Cases, the
Debtors will operate their businesses as debtors-in-possession under the jurisdiction of the Bankruptcy Court and in accordance with the applicable provisions of
the Bankruptcy Code. ASC 852 applies to entities that have filed a petition for bankruptcy under Chapter 11 of the Bankruptcy Code. The guidance requires that
transactions and events directly associated with the reorganization be distinguished from the ongoing operations of the business. In addition, the guidance provides
for changes in the accounting and presentation of liabilities. See Notes 10 and 12 for discussion of these accounting and reporting changes.
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All intercompany items and transactions have been eliminated in consolidation. All dollar amounts in the financial statements and tables in the notes are stated in
millions of US dollars unless otherwise indicated. Subsequent events have been evaluated through March 1, 2016, the date these consolidated financial statements
were issued.

Use of Estimates

Preparation of financial statements requires estimates and assumptions about future events that affect the reporting of assets and liabilities at the balance sheet dates
and the reported amounts of revenue and expense, including fair value measurements and estimates of expected allowed claims. In the event estimates and/or
assumptions prove to be different from actual amounts, adjustments are made in subsequent periods to reflect more current information.

Derivative Instruments and Mark-to-Market Accounting

We enter into contracts for the purchase and sale of electricity, natural gas, coal, uranium and other commodities and also enter into other derivative instruments
such as options, swaps, futures and forwards primarily to manage our commodity price and interest rate risks. If the instrument meets the definition of a derivative
under accounting standards related to derivative instruments and hedging activities, changes in the fair value of the derivative are recognized in net income as
unrealized gains and losses, unless the criteria for certain exceptions are met, and an offsetting derivative asset or liability is recorded in the consolidated balance
sheets. This recognition is referred to as mark-to-market accounting. The fair values of our unsettled derivative instruments under mark-to-market accounting are
reported in the consolidated balance sheets as commodity and other derivative contractual assets or liabilities. We report derivative assets and liabilities in the
consolidated balance sheets without taking into consideration netting arrangements we have with counterparties. Margin deposits that contractually offset these
assets and liabilities are reported separately in the consolidated balance sheets. When derivative instruments are settled and realized gains and losses are recorded,
the previously recorded unrealized gains and losses and derivative assets and liabilities are reversed. See Notes 15 and 16 for additional information regarding fair
value measurement and commodity and other derivative contractual assets and liabilities. Under the election criteria of accounting standards related to derivative
instruments and hedging activities, we may elect the normal purchase and sale exemption. A commodity-related derivative contract may be designated as a normal
purchase or sale if the commodity is to be physically received or delivered for use or sale in the normal course of business. If designated as normal, the derivative
contract is accounted for under the accrual method of accounting (not marked-to-market) with no balance sheet or income statement recognition of the contract
until settlement.

Because derivative instruments are frequently used as economic hedges, accounting standards related to derivative instruments and hedging activities allow for
hedge accounting, which provides for the designation of such instruments as cash flow or fair value hedges if certain conditions are met. At December 31, 2015 and
2014, there were no derivative positions accounted for as cash flow or fair value hedges. Accumulated other comprehensive loss includes amounts related to
interest rate swaps previously designated as cash flow hedges that are being reclassified to net loss as the hedged transactions impact net loss (see Note 16).

Realized and unrealized gains and losses from transacting in energy-related derivative instruments are primarily reported in the statements of consolidated income
(loss) in net gain (loss) from commodity hedging and trading activities.

Revenue Recognition

We record revenue from electricity sales under the accrual method of accounting. Revenues are recognized when electricity is provided to customers on the basis of
periodic cycle meter readings and include an estimated accrual for the revenues earned from the meter reading date to the end of the period (unbilled revenue).
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We report physically delivered commodity sales and purchases in the statements of consolidated income (loss) on a gross basis in revenues and fuel, purchased
power and delivery fees, respectively, and we report all other commodity related contracts and financial instruments (primarily derivatives) in the statements of
consolidated income (loss) on a net basis in net gain (loss) from commodity hedging and trading activities. Volumes under bilateral purchase and sales contracts,
including contracts intended as hedges, are not scheduled as physical power with ERCOT. Accordingly, unless the volumes represent physical deliveries to
customers or purchases from counterparties, such contracts are reported net in the statements of consolidated income (loss) in net gain (loss) from commodity
hedging and trading activities instead of reported gross as wholesale revenues or purchased power costs. If volumes delivered to our retail and wholesale customers
are less than our generation volumes (as determined on a daily settlement basis), we record additional wholesale revenues, and if volumes delivered to our retail
and wholesale customers exceed our generation volumes, we record additional purchased power costs. The additional wholesale revenues or purchased power costs
are offset in net gain (loss) from commodity hedging and trading activities.

Impairment of Long-Lived Assets

We evaluate long-lived assets (including intangible assets with finite lives) for impairment whenever indications of impairment exist. The carrying value of such
assets is deemed to be impaired if the projected undiscounted cash flows are less than the carrying value. If there is such impairment, a loss would be recognized
based on the amount by which the carrying value exceeds the fair value. Fair value is determined primarily by discounted cash flows, supported by available market
valuations, if applicable. See Note 8 for discussion of impairments of certain long-lived assets.

Finite-lived intangibles identified as a result of purchase accounting are amortized over their estimated useful lives based on the expected realization of economic
effects. See Note 4 for additional information.

Goodwill and Intangible Assets with Indefinite Lives

We evaluate goodwill and intangible assets with indefinite lives for impairment at least annually (at December 1), or when indications of impairment exist. See
Note 4 for details of goodwill and intangible assets with indefinite lives, including discussion of fair value determinations and goodwill impairments.

Amortization of Nuclear Fuel

Amortization of nuclear fuel is calculated on the units-of-production method and is reported as fuel costs.

Major Maintenance

Major maintenance costs incurred during generation plant outages and the costs of other maintenance activities are charged to expense as incurred and reported as
operating costs.

Defined Benefit Pension Plans and OPEB Plans

We bear a portion of the costs of the EFH Corp. sponsored pension and OPEB plans offering certain health care and life insurance benefits to eligible employees
and their eligible dependents upon the retirement of such employees from the company and also offer pension benefits to eligible employees under collective
bargaining agreements based on either a traditional defined benefit formula or a cash balance formula. Costs of pension and OPEB plans are dependent upon
numerous factors, assumptions and estimates. Under multiemployer plan accounting, EFH Corp. has elected to not allocate retirement plan assets and liabilities to
us. See Note 17 for additional information regarding pension and OPEB plans.
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Sales and Excise Taxes

Sales and excise taxes are accounted for as a “pass through” item on the consolidated balance sheets with no effect on the statements of consolidated income (loss);
i.e.
, the tax is billed to customers and recorded as trade accounts receivable with an offsetting amount recorded as a liability to the taxing jurisdiction.

Franchise and Revenue-Based Taxes

Unlike sales and excise taxes, franchise and gross receipt taxes are not a “pass through” item. These taxes are assessed to us by state and local government bodies,
based on revenues or kWh delivered, as a cost of doing business and are recorded as an expense. Rates we charge to customers are intended to recover our costs,
including the franchise and gross receipt taxes, but we are not acting as an agent to collect the taxes from customers. We report franchise and revenue-based taxes
in SG&A expense in our statements of consolidated income (loss).

Income Taxes

EFH Corp. files a consolidated US federal income tax return that includes the results of TCEH; however, our income tax expense and related balance sheet amounts
are recorded as if we file separate corporate income tax returns. Deferred income taxes are provided for temporary differences between the book and tax basis of
assets and liabilities as required under accounting rules. See Note 6.

We report interest and penalties related to uncertain tax positions as current income tax expense. See Note 5.

Accounting for Contingencies

Our financial results may be affected by judgments and estimates related to loss contingencies. Accruals for loss contingencies are recorded when management
determines that it is probable that an asset has been impaired or a liability has been incurred and that such economic loss can be reasonably estimated. Such
determinations are subject to interpretations of current facts and circumstances, forecasts of future events and estimates of the financial impacts of such events. As
part of our Chapter 11 Cases, we have received numerous pre-petition claims, many of which are unsubstantiated or irrelevant to our business operations. Further,
at this time, some of those claims might be relevant but are not reasonably estimable. See Notes 2 and 13 for a discussion of contingencies.

Restricted Cash

The terms of certain agreements require the restriction of cash for specific purposes. See Notes 11, 12 and 19 for more details regarding restricted cash.

Property, Plant and Equipment

As a result of purchase accounting, carrying amounts of property, plant and equipment were adjusted to estimated fair values at the Merger date. Subsequent
additions have been recorded at cost. The cost of self-constructed property additions includes materials and both direct and indirect labor and applicable overhead,
including payroll-related costs. Interest related to qualifying construction projects and qualifying software projects is capitalized in accordance with accounting
guidance related to capitalization of interest cost. See Note 9.

Depreciation of our property, plant and equipment is calculated on a straight-line basis over the estimated service lives of the properties. Depreciation expense is
calculated on a component asset-by-asset basis. Estimated depreciable lives are based on management’s estimates of the assets’ economic useful lives. See Note 19.
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Asset Retirement Obligations

A liability is initially recorded at fair value for an asset retirement obligation associated with the retirement of tangible long-lived assets in the period in which it is
incurred if a fair value is reasonably estimable. These liabilities primarily relate to nuclear generation plant decommissioning, land reclamation related to lignite
mining, removal of lignite/coal fueled plant ash treatment facilities and generation plant asbestos removal and disposal costs. Over time, the liability is accreted for
the change in present value and the initial capitalized costs are depreciated over the remaining useful lives of the assets. See Note 19.

Inventories

Inventories are reported at the lower of cost (on a weighted average basis) or market unless expected to be used in the generation of electricity.

Investments

Investments in a nuclear decommissioning trust fund are carried at current market value in the consolidated balance sheets. Assets related to employee benefit plans
represent investments held to satisfy deferred compensation liabilities and are recorded at current market value. See Note 19 for discussion of these and other
investments.

Noncontrolling Interests

See Notes 8 and 14 for discussion of accounting for noncontrolling interests in subsidiaries.

Changes in Accounting Standards

In April 2015, the FASB issued Accounting Standards Update 2015-03 (ASU 2015-03), Simplifying
Balance
Sheet
Presentation
by
Presenting
Debt
Issuance
Costs
as
a
Deduction
from
Recognized
Debt
Liability.
The ASU is effective for annual reporting periods, including interim reporting periods, beginning after December
15, 2015. The new standard requires debt issuance costs to be classified as reductions to the face value of the related debt. We do not expect ASU 2015-03 to
materially affect our financial position until we issue new debt. In August 2015, the FASB issued Accounting Standards Update 2015-15 (ASU 2015-15), Interest-
Imputation
of
Interest
(Topic 835-30) Presentation
and
Subsequent
Measurement
of
Debt
Issuance
Costs
Associated
with
Line
of
Credit
Arrangements
. ASU
2015-15 provides guidance on the presentation of debt issuance costs associated with line-of-credit arrangements and allows an entity to defer and present debt
issuance costs as an asset and subsequently amortize the deferred debt issuance costs ratably over the term of the line-of-credit.

In November 2015, the FASB issued Accounting Standards Update 2015-17 (ASU 2015-17), Balance
Sheet
Classification
of
Deferred
Taxes
. The ASU simplifies
the presentation of deferred income taxes by requiring that deferred tax assets and liabilities be classified as noncurrent in a statement of financial position. We
early adopted ASU 2015-17 effective December 31, 2015 on a prospective basis. Adoption of this ASU resulted in a reclassification of our net current deferred tax
asset and liability to the net noncurrent deferred tax asset and liability in our consolidated balance sheet as of December 31, 2015. No prior periods were
retrospectively adjusted.

In February 2016, the FASB issued Accounting Standards Update 2016-2 (ASU 2016-2), Leases
. The ASU amends previous. GAAP to require the recognition of
lease assets and liabilities for operating leases. The ASU will be effective for fiscal years beginning after December 15, 2018, including interim periods within
those years. We are currently evaluating the impact of this ASU on our financial statements.

2. CHAPTER 11 CASES

On the Petition Date, EFH Corp. and the substantial majority of its direct and indirect subsidiaries, including EFIH, EFCH and TCEH but excluding the Oncor
Ring-Fenced Entities, filed voluntary petitions for relief under
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Chapter 11 of the United States Bankruptcy Code in the United States Bankruptcy Court for the District of Delaware. During the pendency of the Chapter 11 Cases,
the Debtors will operate their businesses as “debtors-in-possession” under the jurisdiction of the Bankruptcy Court and in accordance with the applicable provisions
of the Bankruptcy Code.

The Bankruptcy Filing resulted primarily from the adverse effects on EFH Corp.’s competitive businesses of lower wholesale electricity prices in ERCOT driven
by the sustained decline in natural gas prices since mid-2008. Further, the natural gas hedges that TCEH entered into when forward market prices of natural gas
were significantly higher than current prices had largely matured before the remaining positions were terminated shortly after the Bankruptcy Filing. These market
conditions challenged the profitability and operating cash flows of EFH Corp.’s competitive businesses and resulted in the inability to support their significant
interest payments and debt maturities, including the remaining debt obligations due in 2014, and the inability to refinance and/or extend the maturities of their
outstanding debt.

Plan of Reorganization

A Chapter 11 plan of reorganization, among other things, determines the rights and satisfaction of claims of various creditors and security holders of an entity
operating under the protection of the Bankruptcy Court. In order for the Debtors to emerge successfully from the Chapter 11 Cases as reorganized companies, they
must obtain approval from the Bankruptcy Court and certain of their respective creditors for a Chapter 11 plan of reorganization. In September 2015, the Debtors
filed the Plan of Reorganization and the Disclosure Statement. The Disclosure Statement was approved by the Bankruptcy Court in September 2015. In October
2015, the Debtors filed the Plan Supplement. In October 2015, the Plan of Reorganization was approved by the required creditors, and in December 2015, the Plan
of Reorganization was confirmed by the Bankruptcy Court.

In general, the Plan of Reorganization contemplates a structure that involves a tax-free deconsolidation or tax-free spin-off of TCEH from EFH Corp. (Reorganized
TCEH Spin-Off), immediately followed by the acquisition of reorganized EFH Corp. financed by existing TCEH creditors and third-party investors. Pursuant to the
Plan of Reorganization and subject to certain conditions and required regulatory approvals, among other things:
 

 •  TCEH will execute a transaction that will result in a partial step-up in the tax basis of certain TCEH assets;
 

 •  the Reorganized TCEH Spin-Off will occur;
 

 •  a consortium (collectively, the Investor Group) consisting of certain TCEH creditors, an affiliate of Hunt Consolidated, Inc. (Hunt) and certain other
investors designated by Hunt will acquire (the EFH Acquisition) reorganized EFH Corp. (Reorganized EFH);

 

 

•  in connection with the EFH Acquisition, (i) the Investor Group will raise up to approximately $12.6 billion of equity and debt financing to invest in
Reorganized EFH, (ii) a successor to Reorganized EFH will be converted to a real estate investment trust (REIT) under the Internal Revenue Code and
(iii) all allowed claims against the EFH Corp. Debtors and the EFIH Debtors will receive treatment rendering them unimpaired (excluding any claims
derived from or based upon make-whole, applicable premium, redemption premium or other similar payment provisions, or any other alleged
premiums, fees, or claims relating to the repayment of claims and certain unsecured claims for post-petition interest in excess of the federal judgment
rate of interest, each of which will be disallowed under the Plan of Reorganization), and

 

 
•  the Debtors, the Sponsor Group, certain settling TCEH first lien creditors, certain settling TCEH second lien creditors, certain settling TCEH

unsecured creditors and the official committee of unsecured creditors of the TCEH Debtors (collectively, the Settling Parties) agreed to settle certain
disputes, claims and causes of action pursuant to the Settlement Agreement (described below).
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Plan
Support
Agreement

In August 2015 (as amended in September 2015), each of the Debtors entered into a Plan Support Agreement (Plan Support Agreement) with various of their
respective creditors, the Sponsor Group, the official committee of unsecured creditors of the TCEH Debtors and the Investor Group in order to effect an agreed
upon restructuring of the Debtors pursuant to the Plan of Reorganization. Pursuant to the Plan Support Agreement, the parties agreed, subject to the terms and
conditions contained in the Plan Support Agreement, to support the Debtors’ Plan of Reorganization. The Bankruptcy Court approved the Debtors’ entry into the
Plan Support Agreement in September 2015.

Pursuant to the Plan Support Agreement, certain of the parties to the Plan Support Agreement are required to not object to or interfere with an alternative plan of
reorganization even if the EFH Acquisition is not completed so long as such plan meets certain minimum conditions. All or part of the Plan Support Agreement
may be terminated upon the occurrence of certain events described in the Plan Support Agreement. In addition, under the Plan Support Agreement, the supporting
parties have committed to support the inclusion of releases with respect to the claims described in the Settlement Agreement (described below) in the context of an
alternative plan (which would become effective when an alternative plan of reorganization becomes effective).

Settlement
Agreement

The Settling Parties entered into a settlement agreement (the Settlement Agreement) in August 2015 (as amended in September 2015) to compromise and settle,
among other things (a) intercompany claims among the Debtors, (b) claims and causes of actions against holders of first lien claims against TCEH and the agents
under the TCEH Senior Secured Facilities, (c) claims and causes of action against holders of interests in EFH Corp. and certain related entities and (d) claims and
causes of action against each of the Debtors’ current and former directors, the Sponsor Group, managers and officers and other related entities. The Settlement
Agreement is expected to remain effective regardless of whether the EFH Acquisition is completed. The Bankruptcy Court approved the Settlement Agreement in
December 2015.

In December 2015, pursuant to the approved Settlement Agreement, Backstop Agreement, Merger Agreement and Plan of Reorganization, EFH Corp. recorded
legal and representation service fees, financial advisory fees and other professional fees of $144 million, along with a gain for an adjustment related to the Sponsor
Group’s agreement to forego claims related to a management agreement of $86 million. Additionally, we recorded an adjustment to intercompany claims among
the Debtors to adjust for a TCEH unsecured claim against EFH Corp. of $700 million as contemplated by the Plan of Reorganization. See Notes 12 and 18 for
discussion of additional transactions resulting from the Settlement Agreement.

Merger
and
Purchase
Agreement

In August 2015, EFH Corp. and EFIH entered into a Purchase Agreement and Agreement and Plan of Merger (Merger and Purchase Agreement) with two
acquisition entities, Ovation Acquisition I, L.L.C. (OV1) and Ovation Acquisition II, L.L.C. (collectively, the Purchasers), which are controlled by the Investor
Group. Pursuant to the Merger and Purchase Agreement, at the effective time of the Plan of Reorganization and immediately after consummation of the
Reorganized TCEH Spin-Off, the Investor Group will acquire Reorganized EFH.

The Merger and Purchase Agreement contemplates that funds received by the Purchasers pursuant to the Equity Commitment Letter, the Debt Commitment Letter
and the Rights Offering and Backstop (each as defined below) will be used to facilitate the acquisition of Reorganized EFH and, as applicable, repay the allowed
claims of holders of claims and interests in EFH Corp. and EFIH in full in cash (or otherwise render such claims unimpaired) pursuant to the Plan of
Reorganization and, if applicable, to complete the Texas Transmission Acquisition (as defined below). The Merger and Purchase Agreement includes various
conditions precedent to
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consummation of the transactions contemplated thereby, including a condition that certain approvals and rulings be obtained, including from the PUCT and the
IRS, that are necessary to consummate the EFH Acquisition and convert Reorganized EFH into a REIT.

The Merger and Purchase Agreement may be terminated upon certain events, including, among other things, (a) by either party, if certain termination events occur
under the Plan Support Agreement, including if the EFH Acquisition is not completed by April 30, 2016, subject to extension to June 30, 2016 or August 31, 2016
under certain conditions, (b) by EFH Corp. or EFIH, if their respective board of directors or managers determines in good faith that proceeding with the
transactions contemplated by the Merger and Purchase Agreement would be inconsistent with its applicable fiduciary duties or (c) by the Purchasers, if EFH Corp.
or EFIH fails to meet various milestones related to the Debtors’ Chapter 11 Cases or otherwise materially breaches the Merger and Purchase Agreement.

The Bankruptcy Court approved the Merger and Purchase Agreement in connection with confirmation of the Plan of Reorganization in December 2015.

Rights
Offering

As contemplated by the Plan of Reorganization, OV1 intends to conduct an offering of equity rights (each, a Right, and such offering, the Rights Offering) to
holders of unsecured debt claims, second lien debt claims, general unsecured claims and first lien secured claims against TCEH (Rights Offering Participants)
enabling the Rights Offering Participants to purchase an aggregate of $5.787 billion of common stock of OV1 (as the successor by merger of Reorganized
EFH). These annual financial statements do not constitute an offer to sell, or a solicitation of an offer to purchase, the Rights.

Pursuant to a Backstop Agreement (Backstop Agreement), among certain investors named therein and their permitted assignees (Backstop Purchasers), EFH Corp.,
EFIH and OV1, the Backstop Purchasers have agreed to backstop $5.087 billion of Rights offered to certain of the Rights Offering Participants (Backstop).

In connection with the execution of the Merger and Purchase Agreement, each member of the Investor Group (collectively, the Equity Commitment Parties)
delivered (a) an equity commitment letter (Equity Commitment Letter) in favor of EFH Corp. (including Reorganized EFH), EFIH and the Purchasers pursuant to
which the Equity Commitment Parties committed to invest in one or more of the Purchasers an aggregate amount of approximately $2.513 billion (assuming the
Texas Transmission Acquisition (as described below) is completed) and (b) a limited guarantee (Guarantee) in favor of EFH Corp. (including Reorganized EFH)
and EFIH pursuant to which each such Equity Commitment Party committed to pay its pro rata share of all fees, costs or expenses payable by the Purchasers under
the Merger and Purchase Agreement or under the Plan of Reorganization if such fees, costs or expenses become payable pursuant thereto. The aggregate liability of
the Equity Commitment Parties under the Guarantee for fees and expenses is capped at $35 million.

If the Merger and Purchase Agreement, the Backstop Agreement or the Equity Commitment Letter are terminated for any reason, EFH Corp. and EFIH have
waived their rights to seek any legal or equitable remedies, except in connection with the reimbursement of certain fees and expenses capped at $35 million, against
the Purchasers or the Investor Group, the Backstop Purchasers or the Equity Commitment Parties, respectively. In December 2015, pursuant to the court approved
Merger and Purchase Agreement and the Backstop Agreement, EFH Corp. incurred approximately $49 million in fees to the Purchasers for expenses incurred in
connection with those agreements.

Debt
Funding
Arrangements

In August 2015, in connection with the execution of the Merger and Purchase Agreement, the Investor Group entered into a commitment letter (Debt Commitment
Letter) with Morgan Stanley Senior Funding, Inc. (Debt
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Commitment Lender) pursuant to which the Debt Commitment Lender committed to fund up to $5.5 billion under a senior secured term loan facility and $250
million under a senior secured bridge loan facility to reorganized EFIH and its subsidiaries at the closing of the EFH Acquisition.

Texas
Transmission
Acquisition

In connection with the EFH Acquisition and the Rights Offering, the Purchasers, EFH Corp. and EFIH have formulated a plan to create and implement an IPO
Conversion (as such term is defined in the Investor Rights Agreement (Investor Rights Agreement), dated November 2008 among Oncor and certain of its direct
and indirect equity holders, including EFH Corp. and Texas Transmission, pursuant to which one of the Purchasers, as the successor to Reorganized EFH as a result
of the EFH Acquisition, would serve as an IPO corporation (as defined in the Investor Rights Agreement). In connection with the execution of the Merger and
Purchase Agreement, the Purchasers have delivered to EFH Corp. an offer to purchase substantially all of the outstanding IPO Units (as defined in the Investor
Rights Agreement) in the IPO corporation and all of the LLC Units (as defined in the Investor Rights Agreement) in Oncor held by Texas Transmission (the Texas
Transmission Acquisition). EFH Corp. has instituted an adversary proceeding in the Bankruptcy Court to enforce certain rights against Texas Transmission under
the Investor Rights Agreement.

Other

Although the Plan of Reorganization has been confirmed by the Bankruptcy Court, the effective date of the Plan of Reorganization has not occurred and there are
no assurances that the transactions contemplated thereby will occur because they are subject to completion of various conditions including, but not limited to,
receipt of regulatory approval from the PUCT, NRC and the US Federal Energy Regulatory Commission, receipt of the Private Letter Ruling from the IRS and the
repayment of the DIP Facility.

Tax Matters

In June 2014, EFH Corp. filed a request with the IRS for a private letter ruling, which request has been supplemented from time to time in response to requests
from the IRS for information or as required by changes in the contemplated transactions (as supplemented, the Private Letter Ruling). It is expected that, among
other things, the Private Letter Ruling if obtained will provide (A) for certain rulings regarding the qualification of (i) the transfer of certain assets and ordinary
course operating liabilities to a newly-formed entity wholly-owned by TCEH (Reorganized TCEH) and (ii) the distribution of the equity of Reorganized TCEH, the
cash proceeds from Reorganized TCEH debt, the cash proceeds from the sale of preferred stock in a newly-formed entity, and the right to receive payments under a
tax receivables agreement (if any), to holders of TCEH first lien claims and (B) certain rulings regarding the eligibility of EFH Corp. to qualify as a REIT for
federal income tax purposes. The Debtors intend to continue to pursue the Private Letter Ruling to support the Plan of Reorganization.

Implications of the Chapter 11 Cases

Our ability to continue as a going concern is contingent upon, among other factors, our ability to comply with the financial and other covenants contained in the
DIP Facility described in Note 11, our ability to obtain new debtor in possession financing in the event the DIP Facility was to expire during the pendency of the
Chapter 11 Cases as well as our ability to obtain applicable regulatory approvals required for the effectiveness of the Plan of Reorganization and our ability to
obtain any exit financing needed to implement the Plan of Reorganization. These circumstances and uncertainties inherent in the bankruptcy proceedings raise
substantial doubt about our ability to continue as a going concern.

Operations During the Chapter 11 Cases

In general, the Debtors have received final bankruptcy court orders with respect to first day motions and other operating motions that allow the Debtors to operate
their businesses in the ordinary course, including, among
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others, providing for the payment of certain pre-petition employee and retiree expenses and benefits, the use of the Debtors’ existing cash management system, the
segregation of certain cash balances which require further order of the Bankruptcy Court for distribution, the continuation of customer contracts and programs at
our retail electricity operations, the payment of certain pre-petition amounts to certain critical vendors, the ability to perform under certain pre-petition hedging and
trading arrangements and the ability to pay certain pre-petition taxes and regulatory fees. In addition, the Bankruptcy Court has issued orders approving the DIP
Facility discussed in Note 11.

Pursuant to the Bankruptcy Code, the Debtors intend to comply with all applicable regulatory requirements, including all requirements related to environmental and
safety law compliance, during the pendency of the Chapter 11 Cases. Further, the Debtors have been complying, and intend to continue to comply, with the various
reporting obligations that are required by the Bankruptcy Court during the pendency of the Chapter 11 Cases. Moreover, to the extent the Debtors either maintain
insurance policies or self-insure their regulatory compliance obligations, the Debtors intend to continue such insurance policies or self-insurance in the ordinary
course of business.

Pre-Petition Claims

Holders of the substantial majority of pre-petition claims were required to file proofs of claims by the bar date established by the Bankruptcy Court. A bar date is
the date by which certain claims against the Debtors must be filed if the claimants wish to receive any distribution in the Chapter 11 Cases. The Bankruptcy Court
established a bar date of October 27, 2014 for the substantial majority of claims. In addition, in July 2015, the Bankruptcy Court entered an order establishing
December 14, 2015 as the bar date for certain asbestos claims that arose or are deemed to have arisen before the Petition Date, except for certain specifically
exempt claims.

The Debtors have received approximately 41,300 filed claims since the Petition Date, including approximately 30,900 in filed asbestos claims. Most of the asbestos
claims were received at or near the bar date and we are actively validating, reconciling and reviewing those claims. For all of the claims, the Debtors are in the
process of reconciling those claims to the amounts listed in our schedules of assets and liabilities, which includes communications with claimants to acquire
additional information required for reconciliation. As of March 1, 2016, approximately 5,500 of those claims have been settled, withdrawn or expunged. To the
extent claims are reconciled and resolved, we have recorded them at the expected allowed amount. Certain claims filed or reflected in our schedules of assets and
liabilities will be resolved on the effective date of the Plan of Reorganization, including certain claims filed by holders of funded debt and contract counterparties.
Claims that remain unresolved or unreconciled through the filing of this report have been estimated based upon management’s best estimate of the likely claim
amounts that the Bankruptcy Court will ultimately allow.

In November 2014, we began the process to request the Bankruptcy Court to disallow claims that we believe are duplicative, have been later amended or
superseded, are without merit, are overstated or should be disallowed for other reasons. Given the substantial number of claims filed, the claims resolution process
will take considerable time to complete. Differences between liability amounts recorded by the Debtors as liabilities subject to compromise and claims filed by
creditors will be investigated and, if necessary, the Bankruptcy Court will make a final determination of the allowable claim. Differences between those final
allowed claims and the liabilities recorded in the consolidated balance sheets will be recognized as reorganization items in our statements of consolidated income
(loss) as they are resolved. The determination of how liabilities will ultimately be resolved cannot be made until a plan of reorganization or a court approved order
related to settlement of specific liabilities becomes effective. Accordingly, the ultimate amount or resolution of such liabilities is not determinable at this time. The
resolution of such claims could result in material adjustments to our financial statements.

Executory Contracts and Unexpired Leases

Under the Bankruptcy Code, we have the right to assume, assign, or reject certain executory contracts and unexpired leases, subject to the approval of the
Bankruptcy Court and certain other conditions. Generally, the
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assumption of an executory contract or unexpired lease requires a debtor to satisfy pre-petition obligations under contracts, which may include payment of pre-
petition liabilities in whole or in part. Rejection of an executory contract or unexpired lease is typically treated as a breach occurring as of the moment immediately
preceding the Chapter 11 filing. Subject to certain exceptions, this rejection relieves the debtor from performing its future obligations under the contract but entitles
the counterparty to assert a pre-petition general unsecured claim for damages. Parties to executory contracts or unexpired leases rejected by a debtor may file proofs
of claim against that debtor’s estate for rejection damages.

Since the Petition Date we have renegotiated or rejected a limited number of executory contracts and unexpired leases. For the years ended December 31, 2015 and
2014 this activity has resulted in the recognition of approximately $40 million and $19 million, respectively, in contract claim and assumption adjustments recorded
in reorganization items as detailed in Note 10. The Plan Supplement includes a list of contracts that the Debtors intend to either assume or reject pursuant to the
Bankruptcy Code.

3. PENDING PURCHASE OF LA FRONTERA HOLDINGS, LLC

In November 2015, Luminant entered into a purchase and sale agreement with La Frontera Ventures, LLC, a subsidiary of NextEra Energy, Inc., to purchase all of
the membership interests in La Frontera Holdings, LLC, the indirect owner of two natural gas fueled generation facilities totaling 2,988 MW of capacity located in
ERCOT. The aggregate purchase price under the agreement is approximately $1.313 billion plus approximately $276 million for cash and net working capital,
subject to customary adjustments based on the amounts of cash and net working capital at closing. The existing project financing of La Frontera Holdings, LLC and
its subsidiaries will be repaid at closing of the transaction. The purchase price is expected be funded by cash-on-hand and borrowings under the DIP Facility. The
purchase and sale agreement contains customary closing conditions for transactions of this type. The only remaining regulatory approval necessary to complete the
acquisition is approval by the PUCT.

4. GOODWILL AND IDENTIFIABLE INTANGIBLE ASSETS

Goodwill

The following table provides information regarding our goodwill balance, all of which arose in connection with accounting for the Merger. None of the goodwill is
being deducted for tax purposes.
 

Goodwill before impairment charges   $ 18,322  
Accumulated noncash impairment charges through 2014    (15,970) 

    
 

Balance at December 31, 2014    2,352  
Additional noncash impairment charges in 2015    (2,200) 

    
 

Balance at December 31, 2015 (a)   $ 152  
    

 

 
(a) Net of accumulated impairment charges totaling $18.170 billion.

Goodwill Impairments

Goodwill and intangible assets with indefinite useful lives are required to be tested for impairment at least annually (we have selected a December 1 test date) or
whenever events or changes in circumstances indicate an impairment may exist.

We perform the following steps in testing goodwill for impairment: first, we estimate the debt-free enterprise value of the business as of the testing date taking into
account future estimated cash flows and current securities values of comparable companies; second, we estimate the fair values of the individual assets and
liabilities of the business at that date; third, we calculate implied goodwill as the excess of the estimated enterprise value over the
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estimated value of the net operating assets; and finally, we compare the implied goodwill amount to the carrying value of goodwill and, if the carrying amount
exceeds the implied value, we record an impairment charge for the amount the carrying value of goodwill exceeds implied goodwill.

Wholesale electricity prices in the ERCOT market, in which we largely operate, have generally moved with natural gas prices as marginal electricity demand is
generally supplied by natural gas fueled generation facilities. Accordingly, the sustained decline in natural gas prices, which we have experienced since mid-2008,
negatively impacts our profitability and cash flows and reduces the value of our generation assets, which consist largely of lignite/coal and nuclear fueled facilities.
While we had partially mitigated these effects with hedging activities, we are now significantly exposed to this price risk. Because of this market condition, our
analyses over the past several years have indicated that our carrying value exceeds our estimated fair value (enterprise value). Consequently, we continually
monitor trends in electricity prices, natural gas prices, market heat rates, capital spending for environmental and other projects and other operational factors to
determine if goodwill impairment testing should be done during the course of a year and not only at the annual December 1 testing date.

During the fourth quarter of 2015, we performed our goodwill impairment analysis as of our annual testing date of December 1. Further, during the fourth quarter
of 2015, there were significant declines in the market values of several similarly situated peer companies with publicly traded equity, which indicated our overall
enterprise value should be reassessed. Our testing resulted in an impairment of goodwill of $800 million at December 1, 2015.

During the first nine months of 2015, we experienced impairment indicators related to decreases in forward wholesale electricity prices when compared to those
prices reflected in our December 1, 2014 goodwill impairment testing analysis. As a result, the likelihood of a goodwill impairment had increased, and we initiated
further testing of goodwill. Our testing of goodwill for impairment during the first nine months of 2015 resulted in impairment charges totaling $1.4 billion.

Key inputs into our goodwill impairment testing at December 1, September 30 and March 31, 2015 and December 1, 2014 were as follows:
 

 •  Our carrying value (excluding debt) exceeded our estimated enterprise value by approximately 48% at December 1, 2015 and 17% at December 1,
2014.

 

 
•  Our fair value was estimated using a two-thirds weighting of value based on internally developed cash flow projections and a one-third weighting of

value using implied cash flow multiples based on current securities values of comparable publicly traded companies. The internally developed cash
flow projections reflect annual estimates through a terminal year calculated using a terminal year EBITDA multiple approach.

 

 

•  The discount rates applied to internally developed cash flow projections were 6.00% for the impairments recorded in 2015 and 6.25% at December 1,
2014. The discount rate represents the weighted average cost of capital consistent with our views of the rate that an expected market participant would
utilize for valuation, including the risk inherent in future cash flows, taking into account the capital structure, debt ratings and current debt yields of
comparable public companies as well as an estimate of return on equity that reflects historical market returns and current market volatility for the
industry.

 

 •  The cash flow projections used in both 2015 and 2014 assume rising wholesale electricity prices, although the forecasted electricity prices are less than
those assumed in the cash flow projections used in prior goodwill impairment testing.

Changes in the above and other assumptions could materially affect the calculated amount of implied goodwill and any resulting goodwill impairment charge.
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During the third quarter of 2014, we experienced an impairment indicator related to significant decreases in forward wholesale electricity prices when compared to
those prices reflected in our December 1, 2013 goodwill impairment testing analysis. As a result, the likelihood of a goodwill impairment had increased, and we
initiated further testing of goodwill as of September 30, 2014, which was completed during the fourth quarter. Our testing resulted in an impairment of $1.6 billion
of goodwill at September 30, 2014, which we recorded in the fourth quarter of 2014.

During the fourth quarter of 2014, we also performed our goodwill impairment analysis as of our annual testing date of December 1. During the fourth quarter of
2014, we completed our annual update of our long-range financial and operating plan, which reflected extended seasonal outages and reduced operations at several
of our older lignite/coal fueled generation facilities as a result of the lower wholesale electricity prices and potential impacts to those facilities from proposed
environmental regulations. The resulting impairment charge recorded on our long-lived assets was factored into our December 1 goodwill impairment test. Our
testing did not result in an additional impairment of goodwill at December 1, 2014.

During the fourth quarter of 2013, we recorded a $1.0 billion goodwill impairment charge. The impairment charge in 2013 reflected declines in our estimated fair
value as a result of lower wholesale electricity prices, the sustained decline in natural gas prices, the maturing of positions in our natural gas hedge program and
declines in market values of securities of comparable companies.

The impairment determinations involved significant assumptions and judgments. The calculations supporting the estimates of the fair value of our business and the
fair values of its assets and liabilities utilized models that take into consideration multiple inputs, including commodity prices, operating parameters, discount rates,
capital expenditures, the effects of proposed and final environmental regulations, securities prices of comparable publicly traded companies and other inputs.
Assumptions regarding each of these inputs could have a significant effect on the related valuations. In performing these calculations, we also take into
consideration assumptions on how current market participants would value TCEH and its operating assets and liabilities. Changes to assumptions that reflect the
views of current market participants can also have a significant effect on the related valuations. The fair value measurements resulting from these models are
classified as non-recurring Level 3 measurements consistent with accounting standards related to the determination of fair value (see Note 15). Because of the
volatility of these factors, we cannot predict the likelihood of any future impairment.

Identifiable Intangible Assets

Identifiable intangible assets, including amounts that arose in connection with accounting for the Merger, are comprised of the following:
 
   December 31, 2015    December 31, 2014  

Identifiable Intangible Asset   

Gross 
Carrying
Amount    

Accumulated
Amortization   Net    

Gross 
Carrying
Amount    

Accumulated
Amortization   Net  

Retail customer relationship   $ 463    $ 442    $ 21    $ 463    $ 425    $ 38  
Software and other technology-related assets    385     224     161     369     202     167  
Other identifiable intangible assets (a)    72     35     37     460     291     169  

    
 

    
 

    
 

    
 

    
 

    
 

Total identifiable intangible assets subject to amortization   $ 920    $ 701     219    $ 1,292    $ 918     374  
    

 

    

 

      

 

    

 

  

Retail trade name (not subject to amortization)        955         955  
Mineral interests (not currently subject to amortization)        5         7  

        
 

        
 

Total identifiable intangible assets       $1,179        $1,336  
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(a) Includes favorable purchase and sales contracts, environmental allowances and credits and mining development costs. See discussion below regarding

impairment charges recorded in 2014 and 2015 related to other identifiable intangible assets.

At December 31, 2015 and 2014, amounts related to fully amortized assets that are expired or of no economic value have been excluded from both the gross
carrying and accumulated amortization amounts in the table above.

Amortization expense related to finite-lived identifiable intangible assets (including the statements of consolidated income (loss) line item) consisted of:
 

Identifiable Intangible Asset

  
Statements of Consolidated 

Income (Loss) Line

  
Remaining useful 

lives at December 31,
2015 (weighted 

average in years)  

  
Year Ended 
December 31,  

      2015    2014    2013  
Retail customer relationship   Depreciation and amortization    2    $ 17    $ 23    $ 24  
Software and other technology-related assets   Depreciation and amortization    3     60     59     47  
Other identifiable intangible assets

  

Operating revenues/fuel,
purchased power costs and
delivery fees/depreciation and
amortization   

 8  

  

 30  

  

 88  

  

 69  

        
 

    
 

    
 

Total amortization expense (a)       $107    $170    $140  
        

 

    

 

    

 

 
(a) Amounts recorded in depreciation and amortization totaled $85 million, $116 million and $102 million in 2015, 2014 and 2013, respectively.

Following is a description of the separately identifiable intangible assets recorded as part of purchase accounting for the Merger. The intangible assets were
recorded at estimated fair value as of the Merger date, based on observable prices or estimates of fair value using valuation models.
 

 
•  Retail
customer
relationship
  —


Retail customer relationship intangible asset represents the fair value of the non-contracted customer base and is

being amortized using an accelerated method based on customer attrition rates and reflecting the expected pattern in which economic benefits are
realized over their estimated useful life.

 

 

•  Retail
trade
name
  —


The trade name intangible asset represents the fair value of the TXU Energy trade name, and was determined to be an
indefinite-lived asset not subject to amortization. This intangible asset is evaluated for impairment at least annually in accordance with accounting
guidance related to goodwill and other intangible assets. Significant assumptions included within the development of the fair value estimate include
TXU Energy’s estimated gross margin for future periods and an implied royalty rate. No impairment was recorded as a result of our 2015 analysis.

 

 

•  Favorable
purchase
and
sales
contracts
  —


Favorable purchase and sales contracts intangible asset primarily represents the above market value of
commodity contracts for which: (i) we had made the normal purchase or sale election allowed by accounting standards related to derivative
instruments and hedging transactions or (ii) the contracts did not meet the definition of a derivative. The amortization periods of these intangible assets
are based on the terms of the contracts. Unfavorable purchase and sales contracts are recorded as other noncurrent liabilities and deferred credits (see
Note 19). See below for discussion of impairment of certain intangible assets related to favorable purchase and sales contracts in 2015 and 2014.
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•  Environmental
allowances
and
credits
  —


This intangible asset represents the fair value of environmental credits, substantially all of which were

expected to be used in our power generation activities. These credits are amortized utilizing a units-of-production method. See below for discussion of
impairment of certain allowances in 2015 and 2014.

Intangible Impairments

The impairments of our generation facilities in 2015 (see Note 8) resulted in the impairment of the SO 2 allowances under the Clean Air Act’s acid rain cap-and-
trade program that are associated with those facilities to the extent they are not projected to be used at other sites. The fair market values of the SO 2 allowances
were estimated to be de minimis based on Level 3 fair value estimates (see Note 15). We also impaired certain of our SO 2 allowances under the Cross-State Air
Pollution Rule (CSAPR) related to the impaired generation facilities. Accordingly, in the year ended December 31, 2015, we recorded noncash impairment charges
of $55 million (before deferred income tax benefit) in other deductions related to our existing environmental allowances and credits intangible asset. SO 2 emission
allowances granted to us under the acid rain cap-and-trade program were recorded as intangible assets at fair value in connection with purchase accounting related
to the Merger in 2007. Additionally, the impairments of our generation and related mining facilities in September 2015 resulted in our recording noncash
impairment charges of $19 million (before deferred income tax benefit) in other deductions (see Note 7) related to mine development costs (included in other
identifiable intangible assets in the table above) at the facilities.

During the first quarter of 2015, we determined that certain intangible assets related to favorable power purchase contracts should be evaluated for impairment.
That conclusion was based on further declines in wholesale electricity prices in ERCOT experienced during the first quarter of 2015. Our fair value measurement
was based on a discounted cash flow analysis of the contracts that compared the contractual price and terms of the contract to forecasted wholesale electricity and
renewable energy credit (REC) prices in ERCOT. As a result of the analysis, we recorded a noncash impairment charge of $8 million (before deferred income tax
benefit) in other deductions (see Note 7).

During the fourth quarter of 2014, we determined that certain intangible assets related to favorable power purchase contracts should be evaluated for impairment.
That conclusion was based on the combination of (1) the review of contracts for rejection as part of the Chapter 11 Cases, which could result in termination of
contracts before the end of their estimated useful life and (2) declines in wholesale electricity prices. Our fair value measurement was based on a discounted cash
flow analysis of the contracts that compared the contractual price and terms of the contract to forecasted wholesale electricity and REC prices in ERCOT. As a
result of the analysis, we recorded a noncash impairment charge of $183 million (before deferred income tax benefit) in other deductions (see Note 7).

As a result of the CSAPR, which became effective on January 1, 2015, and other new or proposed EPA rules, we projected that as of December 31, 2014 we had
excess SO 2 emission allowances under the Clean Air Act’s existing acid rain cap-and-trade program. In addition, the impairments of our Monticello, Martin Lake
and Sandow 5 generation facilities (see Note 8) resulted in the impairment of the SO 2 allowances associated with those facilities to the extent they are not
projected to be used at other sites. The fair market values of the SO 2 allowances were estimated to be de minimis based on Level 3 fair value estimates (see Note
15). Accordingly we recorded a noncash impairment charge of $80 million (before deferred income tax benefit) in other deductions related to our existing
environmental allowances and credits intangible asset in 2014. SO 2 emission allowances granted to us were recorded as intangible assets at fair value in connection
with purchase accounting related to the Merger in 2007.
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Estimated Amortization of Identifiable Intangible Assets

The estimated aggregate amortization expense of identifiable intangible assets for each of the next five fiscal years is as follows:
 

Year   
Estimated Amortization

Expense  
2016   $ 72  
2017   $ 60  
2018   $ 36  
2019   $ 22  
2020   $ 11  

5. ACCOUNTING FOR UNCERTAINTY IN INCOME TAXES

Accounting guidance related to uncertain tax positions requires that all tax positions subject to uncertainty be reviewed and assessed with recognition and
measurement of the tax benefit based on a “more-likely-than-not” standard with respect to the ultimate outcome, regardless of whether this assessment is favorable
or unfavorable.

EFH Corp. and its subsidiaries file or have filed income tax returns in US federal, state and foreign jurisdictions and are subject to examinations by the IRS and
other taxing authorities. Examinations of income tax returns filed by EFH Corp. and any of its subsidiaries for the years ending prior to January 1, 2010 are
complete. Federal income tax returns are under examination for tax years 2010 to 2014. Texas franchise and margin tax returns are under examination or still open
for examination for tax years beginning after 2006.

In June 2015, EFH Corp. signed a final agreed Revenue Agent Report (RAR) with the IRS and associated documentation for the 2008 and 2009 tax years. The
Bankruptcy Court approved EFH Corp.’s signing of the RAR in July 2015. As a result of EFH Corp. receiving, agreeing to and signing the final RAR, we reduced
the liability for uncertain tax positions by $22 million, resulting in an $18 million increase in noncurrent inter-company tax payable to EFH Corp., a $2 million
reclassification to the accumulated deferred income tax liability and the recording of a $2 million income tax benefit.

In 2014, the IRS filed a claim with the Bankruptcy Court for open tax years through 2013 that was consistent with the settlement EFH Corp. reached with IRS
Appeals for tax years 2003-2006. Also in 2014, EFH Corp. signed a final RAR with the IRS and associated documentation for the 2007 tax year. As a result of
these events, EFH Corp. effectively settled the 2003-2007 open tax years, and we reduced the liability for uncertain tax positions related to such years by $123
million, resulting in a $119 million reclassification to the accumulated deferred income tax liability and the recording of an $4 million income tax benefit reflecting
the settlement of certain positions.

In recording the 2014 impacts, the Company identified approximately $85 million of income tax expense related to 2013 which was recorded in December
2014. The impact of recording this expense was not material to the financial statements in 2013 or 2014.

In 2013, EFH Corp. and the IRS agreed on terms to resolve disputed adjustments related to the IRS audit for the years 2003 through 2006, which was concluded in
June 2011. Also in 2013, EFH Corp. received approval from the Joint Committee on Taxation of the IRS appeals settlement of all issues arising from the 1997
through 2002 IRS audit. The IRS proposed a significant number of adjustments to the originally filed returns for such years related to one significant accounting
method issue and other less significant issues. As a result of these events, we reduced the liability for uncertain tax positions by $878 million, including $139
million in interest accruals. Other effects included the recording of current federal income tax and state income tax liabilities to EFH Corp. of $84 million and $14
million, respectively, under the Federal and State Income Tax Allocation Agreement (see Note 6).
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In total, the settlements in 2013 resulted in an increase of $1.057 billion in the accumulated deferred income tax liability, and an income tax benefit of $78 million.
Of the total income tax benefit, $90 million (after-tax) was attributable to the release of accrued interest. In accordance with the provisions of the Federal and State
Income Tax Allocation Agreement with EFH Corp., amounts previously reported as accumulated deferred income taxes totaling $540 million were reclassified to
the liabilities subject to compromise, the total amount of which is not expected to be settled within the next twelve months. The settlements resulted in the
elimination of net operating loss carryforwards and a substantial majority of alternative minimum tax credit carryforwards generated through 2013.

In September 2013, the US Treasury and the IRS issued final tangible property regulations that relate to repair and maintenance costs. As a result of our analysis of
these regulations, in the fourth quarter 2013 we reduced the liability for uncertain tax positions by $159 million and reclassified that amount to the accumulated
deferred income tax liability and recorded a $6 million income tax benefit representing a reversal of accrued interest.

We classify interest and penalties related to uncertain tax positions as current income tax expense. Ongoing accruals of interest after the IRS settlements were not
material in 2015, 2014 and 2013.

Noncurrent liabilities included a total of $4 million and $10 million in accrued interest at December 31, 2015 and 2014, respectively. The federal income tax
benefit on the interest accrued on uncertain tax positions is recorded as accumulated deferred income taxes.

The following table summarizes the changes to the uncertain tax positions, reported in other noncurrent liabilities in the consolidated balance sheets, during the
years ended December 31, 2015, 2014 and 2013:
 

   Year Ended December 31,  
   2015    2014    2013  
Balance at January 1, excluding interest and penalties   $ 65    $ 184    $ 1,067  
Additions based on tax positions related to prior years    —    55     246  
Reductions based on tax positions related to prior years    (11)    (155)    (1,066) 
Additions based on tax positions related to the current year    —    —    15  
Settlements with taxing authorities    (18)    (19)    (78) 

    
 

    
 

    
 

Balance at December 31, excluding interest and penalties   $ 36    $ 65    $ 184  
    

 

    

 

    

 

Of the balance at December 31, 2015, $2 million represents tax positions for which the uncertainty relates to the timing of recognition in tax returns. The
disallowance of such positions would not affect the effective tax rate, but could accelerate the payment of cash to the taxing authority to an earlier period.

With respect to tax positions for which the ultimate deductibility is uncertain (permanent items), should EFH Corp. sustain such positions on income tax returns
previously filed, tax liabilities recorded would be reduced by $35 million, and accrued interest would be reversed resulting in a $3 million after-tax benefit,
resulting in increased net income and a favorable impact on the effective tax rate.

With respect to the items discussed above, we reasonably expect the total amount of liabilities recorded related to uncertain tax positions will significantly decrease
in the next twelve months due to the anticipated resolution of claims outstanding with the Texas Comptroller of Public Accounts and the IRS. We expect an
approximately $2 million reclassification to the accumulated deferred income tax liability from the uncertain tax position liability during the next 12 months.

6. INCOME TAXES

EFH Corp. files a US federal income tax return that includes the results of TCEH. EFH Corp. and its subsidiaries (including TCEH) are parties to a Federal and
State Income Tax Allocation Agreement, which provides for the
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computation of income tax liabilities and benefits, and among other things, that any corporate member or disregarded entity in the group is required to make
payments to EFH Corp. in an amount calculated to approximate the amount of tax liability such entity would have owed if it filed a separate corporate tax return.
The Plan of Reorganization provides that upon the effective date of the plan the Debtors will reject this agreement. Under the terms of the Settlement Agreement,
no further cash payments among the Debtors will be made in respect of federal income taxes. However, solely for accounting purposes, the EFH Corp. group
continues to allocate federal income taxes among entities within the same registrant. The Settlement Agreement did not alter the allocation and payment for state
income taxes, which will continue to be settled.

The components of our income tax benefit are as follows:
 

   Year Ended December 31,  
   2015    2014    2013  
Current:       

US Federal   $ (17)   $ 30    $(163) 
State    21     28     42  

    
 

    
 

    
 

Total current    4     58     (121) 
    

 
    

 
    

 

Deferred:       
US Federal    (811)    (2,361)    (612) 
State    (72)    (17)    1  

    
 

    
 

    
 

Total deferred    (883)    (2,378)    (611) 
    

 
    

 
    

 

Total   $(879)   $(2,320)   $(732) 
    

 

    

 

    

 

Reconciliation of income taxes computed at the US federal statutory rate to income tax benefit recorded:
 

   Year Ended December 31,  
   2015   2014   2013  
Loss before income taxes   $(5,556)  $(8,549)  $(3,036) 

    

 

   

 

   

 

Income taxes at the US federal statutory rate of 35%    (1,945)   (2,992)   (1,063) 
IRS audit and appeals settlements (Note 5)    —   53    (78) 
Nondeductible goodwill impairment    770    560    350  
Texas margin tax, net of federal benefit    —   10    8  
Lignite depletion allowance    (8)   (14)   (12) 
Interest accrued for uncertain tax positions, net of tax    (2)   —   (14) 
Nondeductible interest expense    21    21    20  
Impairment of joint venture assets attributable to noncontrolling interests

(Note 8)    —   —   37  
Nondeductible debt restructuring costs    64    42    4  
Valuation allowance    210    —   — 
Other    11    —   16  

    
 

   
 

   
 

Income tax benefit   $ (879)  $(2,320)  $ (732) 
    

 

   

 

   

 

Effective tax rate    15.8%   27.1%   24.1% 
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Deferred Income Tax Balances

Deferred income taxes provided for temporary differences based on tax laws in effect at December 31, 2015 and 2014 are as follows:
 
   December 31,  
   2015    2014  

   
Total 

Noncurrent (a)   Total    Current   Noncurrent 
Deferred Income Tax Assets         

Alternative minimum tax credit carryforwards   $ 22    $ 22    $ —   $ 22  
Net operating loss (NOL) carryforwards    440     715     —    715  
Unfavorable purchase and sales contracts    193     202     —    202  
Commodity contracts and interest rate swaps    125     6     —    6  
Debt extinguishment gains    1,109     929     —    929  
Employee benefit obligations    51     54     2     52  
Accrued interest    —    87     —    87  
Other    55     31     —    31  

    
 

    
 

    
 

    
 

Total    1,995     2,046     2     2,044  
    

 
    

 
    

 
    

 

Deferred Income Tax Liabilities         
Property, plant and equipment    1,541     2,465     —    2,465  
Commodity contracts and interest rate swaps    —    44     44     — 
Identifiable intangible assets    320     362     —    362  
Debt fair value discounts    —    199     —    199  
Debt extinguishment gains    —    48     48     — 
Accrued interest    138     —    —    — 
Other    —    —    —    — 

    
 

    
 

    
 

    
 

Total    1,999     3,118     92     3,026  
    

 
    

 
    

 
    

 

Valuation allowance    209     —     
    

 
    

 
    

 
    

 

Net Accumulated Deferred Income Tax (Asset) Liability   $ 213    $1,072    $ 90    $ 982  
    

 

    

 

    

 

    

 

 
(a) Reflects adoption of ASU 2015-17, Balance
Sheet
Classification
of
Deferred
Taxes
. See Note 1.

At December 31, 2015 we had $1.257 billion in net operating loss (NOL) carryforwards for federal income tax purposes that will expire between 2035 and
2036. As discussed in Note 5, audit settlements reached in 2013 resulted in the elimination of substantially all NOL carryforwards generated through 2013 and
available AMT credits. The NOL carryforwards can be used to offset future taxable income. TCEH believes that it is more likely than not that the full tax benefit
from the NOLs will not be realized. In recognition of this risk, TCEH has recorded a valuation allowance of $209 million on the net deferred tax assets balance at
December 31, 2015. In assessing the need for the valuation allowance, we considered both positive and negative evidence related to the likelihood of realization of
the deferred tax assets. As a result of our assessment, we concluded that there was uncertainty as to whether our current deferred tax assets (other than our
indefinite lived deferred tax assets) would be fully utilized by future reversals of existing taxable temporary differences. If TCEH’s assumptions change and it
determines it will be able to realize these NOLs, the tax benefits relating to any reversal of the valuation allowance on deferred tax assets would be recorded to
income tax benefit.

During 2014 and 2015, our deferred tax liabilities related to property, plant and equipment were significantly reduced due to impairment charges on certain long-
lived assets recorded in those periods. See Note 8 for a discussion of impairment charges. Additionally, our deferred tax liabilities related to debt fair value
discounts were eliminated due to the write-off of unamortized deferred debt issuance and extension costs, premiums and discounts previously classified as LSTC
(see Note 12).
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At December 31, 2015, we had $22 million in alternative minimum tax (AMT) credit carryforwards available which may, in certain limited circumstances, be used
to offset future tax payments. The AMT credit carryforwards have no expiration date, but may be limited in a change of control.

The income tax effects of the components included in accumulated other comprehensive income at December 31, 2015 and 2014 totaled a net deferred tax asset of
$18 million and $19 million, respectively.

See Note 5 for discussion regarding accounting for uncertain tax positions, including the effects of the resolution of IRS audit matters.

7. OTHER INCOME AND DEDUCTIONS
 

   Year Ended December 31,  
   2015    2014    2013  
Other income:       

Mineral rights royalty income   $ 4    $ 4    $ 5  
All other    13     12     4  

    
 

    
 

    
 

Total other income   $ 17    $ 16    $ 9  
    

 

    

 

    

 

Other deductions:       
Impairment of favorable purchase contracts (Note 4)   $ 8    $ 183    $ — 
Impairment of emission allowances (Note 4)    55     80     — 
Impairment of mining development costs (Note 4)    19     —    — 
All other    11     18     22  

    
 

    
 

    
 

Total other deductions   $ 93    $ 281    $ 22  
    

 

    

 

    

 

8. IMPAIRMENT OF LONG-LIVED ASSETS

Impairment of Lignite/Coal Fueled Generation and Mining Assets

We evaluated our generation assets for impairment during 2015 as a result of impairment indicators related to the continued decline in forecasted wholesale
electricity prices in ERCOT. Our evaluations concluded that impairments existed, and the carrying values at our Big Brown, Martin Lake, Monticello, Sandow 4
and Sandow 5 generation facilities and related mining facilities were reduced in total by $2.541 billion.

We evaluated our generation assets for impairment during 2014 as a result of several impairment indicators, including lower forecasted wholesale electricity prices
in ERCOT, changes to operating assumptions for certain generation assets as detailed in our updated annual financial and operating plan and potential effects of
new and/or proposed environmental regulations. Our evaluation concluded that impairments existed, and the carrying values for our Martin Lake, Monticello and
Sandow 5 generation facilities and related mining facilities were reduced in total by $4.640 billion.

Our fair value measurement for these assets was determined based on an income approach that utilized probability-weighted estimates of discounted future cash
flows, which were Level 3 fair value measurements (see Note 15). Key inputs into the fair value measurement for these assets included current forecasted
wholesale electricity prices in ERCOT, forecasted fuel prices, capital and operating expenditure forecasts and discount rates.

In 2014, we wrote off previously incurred and deferred costs totaling $30 million for mining projects not expected to be completed due to economic forecasts and
regulatory uncertainty. These charges have been recorded in impairment of long-lived assets.
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Additional material impairments may occur in the future with respect to these assets or other of our generation facilities if forward wholesale electricity prices
continue to decline or forecasted costs of producing electricity at our generation facilities increase, including increased costs of compliance with new and/or
proposed environmental regulations.

Impairment of Nuclear Generation Development Joint Venture Assets in 2013

In 2009, subsidiaries of TCEH and Mitsubishi Heavy Industries Ltd. (MHI) formed a joint venture, Comanche Peak Nuclear Power Company LLC (CPNPC), to
develop two new nuclear generation units at our existing Comanche Peak nuclear plant site. CPNPC was a consolidated VIE. In the fourth quarter 2014, MHI
withdrew from the joint venture, and the TCEH subsidiary now owns 100% of CPNPC.

In the fourth quarter of 2013, MHI notified us and the NRC of its plans to reduce its support of review activities related to the NRC’s Design Certification of MHI’s
US APWR technology. As a result, Luminant notified the NRC of its intent to suspend (but not withdraw) all reviews associated with the combined operating
license application by March 31, 2014. MHI’s decision and the expected amendment of the joint venture agreement triggered an analysis of the recoverability of
the joint venture’s assets. Because of the significant uncertainty regarding the development of the nuclear generation units, considering the wholesale electricity
price environment in ERCOT and risks related to financing and cost escalation, in the fourth quarter 2013 essentially all the joint venture’s assets were impaired
resulting in a charge of $140 million. The charge is reported as other deductions. MHI’s allocated portion of the impairment charge totaled $107 million and is
reported in net loss attributable to noncontrolling interests in the statements of consolidated income (loss). A deferred income tax benefit was recorded for our $33
million allocated portion of the impairment charge and is included in income tax benefit in the statements of consolidated income (loss).

9. INTEREST EXPENSE AND RELATED CHARGES
 
   Year Ended December 31,  
   2015   2014   2013  
Interest paid/accrued on debtor-in-possession financing   $ 63   $ 37   $ — 
Adequate protection amounts paid/accrued (a)    1,233    828    — 
Interest paid/accrued on pre-petition debt (b)    4    878    2,715  
Noncash realized net loss on termination of interest rate swaps (offset in unrealized net gain) (c)    —   1,225    — 
Unrealized mark-to-market net gain on interest rate swaps    —   (1,290)   (1,053) 
Amortization of debt issuance, amendment and extension costs and discounts    —   86    264  
Capitalized interest    (11)   (17)   (25) 
Other    —   2    15  

    
 

   
 

   
 

Total interest expense and related charges   $1,289   $ 1,749   $ 1,916  
    

 

   

 

   

 

 
(a) Post-petition period only.
(b) Includes amounts related to interest rate swaps totaling $193 million and $621 million for the years ended December 31, 2014 and 2013, respectively. Of the

$193 million for the year ended December 31, 2014, $127 million is included in the liability arising from the termination of TCEH interest rate swaps
discussed in Note 16.

(c) See Note 16.

Interest expense for the year ended December 31, 2015 reflects interest paid and accrued on debtor-in-possession financing (see Note 11), as well as adequate
protection amounts paid and accrued, as approved by the Bankruptcy Court in June 2014 for the benefit of secured creditors of (a) $22.616 billion principal amount
of outstanding borrowings from the TCEH Senior Secured Facilities, (b) $1.750 billion principal amount of outstanding TCEH
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Senior Secured Notes and (c) the $1.243 billion net liability related to the TCEH first lien interest rate swaps and natural gas hedging positions terminated shortly
after the Bankruptcy Filing (see Note 16), in exchange for their consent to the senior secured, super-priority liens contained in the DIP Facility and any diminution
in value of their interests in the pre-petition collateral from the Petition Date. Additionally, interest expense for the year ended December 31, 2014 includes interest
paid and accrued on all pre-petition debt for the period prior to the Petition Date. The interest rate applicable to the adequate protection amounts paid/accrued at
December 31, 2015 is 4.69% (one-month LIBOR plus 4.50%). In connection with the completion of the Plan of Reorganization, the amount of adequate protection
payments may be adjusted to reflect the valuation of the TCEH Debtors determined in connection with confirmation of the Plan of Reorganization by the
Bankruptcy Court.

The Bankruptcy Code generally restricts payment of interest on pre-petition debt, subject to certain exceptions. However, the Bankruptcy Court ordered the
payment of adequate protection amounts as discussed above. Other interest payments may also be made upon approval by the Bankruptcy Court. Other than these
amounts ordered or approved by the Bankruptcy Court, effective April 29, 2014, we discontinued recording interest expense on outstanding pre-petition debt
classified as liabilities subject to compromise (LSTC), other than payments approved by the Bankruptcy Court. Contractual interest represents amounts due under
the contractual terms of the outstanding debt, including debt subject to compromise during the Chapter 11 Cases. Interest expense as calculated under the
contractual terms of TCEH’s debt, all of which is subject to compromise, totaled $2.070 billion and $1.392 billion and for the year ended December 31, 2015 and
for the post-petition period through December 31, 2014, respectively. This amount exceeded interest expense recorded of $1.173 billion and $788 million for the
year ended December 31, 2015 and for the post-petition period through December 31, 2014, respectively by $897 million and $604 million, respectively. See table
below. Interest expense recorded represented adequate protection amounts since the Bankruptcy Filing allowed by the Bankruptcy Court. For the years ended
December 31, 2015 and 2014, adequate protection paid/accrued excludes $60 million and $40 million, respectively, related to the TCEH first-lien interest rate and
commodity hedge claims (see Note 16), as such amounts are not included in contractual interest amounts presented above.
 

Period:   

Contractual 
Interest on 

Debt Classified
as LSTC    

Adequate 
Protection 

Paid/Accrued   

Contractual 
Interest on 

Debt Classified
as LSTC Not 
Paid/Accrued  

Year Ended December 31, 2015   $ 2,070    $ 1,173    $ 897  
Post-Petition Period ended December 31, 2014   $ 1,392    $ 788    $ 604  
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10. REORGANIZATION ITEMS

Expenses and income directly associated with the Chapter 11 Cases are reported separately in the statements of consolidated income (loss) as reorganization items
as required by ASC 852, Reorganizations
. Reorganization items also include adjustments to reflect the carrying value of liabilities subject to compromise (LSTC)
at their estimated allowed claim amounts, as such adjustments are determined. The following table presents reorganization items incurred in the year ended
December 31, 2015 and the post-petition period ended December 31, 2014 as reported in the statements of consolidated income (loss):
 

   

Twelve Months 
Ended 

December 31, 2015  

Post-Petition 
Period Ended 

December 31, 2014 
Expenses related to legal advisory and representation services   $ 141   $ 65  
Expenses related to other professional consulting and advisory services    69    67  
Contract claims adjustments    54    19  
Noncash adjustment for estimated allowed claims related to debt (Note 12)    896    — 
Adjustment to affiliate claims pursuant to settlement agreement (Note 18)    (635)   — 
Gain on settlement of debt held by affiliates (Note 18)    (382)   — 
Gain on settlement of interest on debt held by affiliates    (20)   — 
Sponsor management agreement settlement (Notes 2 and 18)    (19)   — 
Contract assumption adjustments    (14)   — 
Noncash liability adjustment arising from termination of interest rate swaps (Note 12)    —   277  
Fees associated with extension/completion of the DIP Facility    9    92  
Other    2    — 

    
 

   
 

Total reorganization items   $ 101   $ 520  
    

 

   

 

11. DEBTOR-IN-POSSESSION BORROWING FACILITY AND LONG-TERM DEBT NOT SUBJECT TO COMPROMISE

DIP
Facility


— The Bankruptcy Court approved the DIP Facility in June 2014. The DIP Facility currently provides for up to $3.375 billion in senior secured,
super-priority financing consisting of a revolving credit facility of up to $1.95 billion and a term loan facility of up to $1.425 billion. The DIP Facility is a Senior
Secured, Super-Priority Credit Agreement by and among the TCEH Debtors, the lenders that are party thereto from time to time and an administrative and
collateral agent.

The DIP Facility and related available capacity at December 31, 2015 are presented below. Borrowings are reported in the consolidated balance sheets as
borrowings under the debtor-in-possession credit facility. In October 2015, the TCEH Debtors paid an $8 million extension fee and extended the maturity date of
the DIP Facility to the earlier of (a) November 2016 or (b) the effective date of any reorganization plan of TCEH. The terms of the facility were otherwise
unchanged by the extension. In September 2015, the TCEH Debtors extended their use of cash collateral to the earlier of (a) the effective date of a plan of
reorganization or (b) 60 days following termination of the Debtors’ Plan Support Agreement, provided that the TCEH Debtors do not otherwise cause an event of
default under the cash collateral order. The DIP Facility must be repaid in full prior to the TCEH Debtors emergence from the Chapter 11 Cases.
 

   December 31, 2015  

DIP Facility   
Facility
Limit    

Available Cash
Borrowing 

Capacity    

Available Letter
of Credit 
Capacity  

DIP Revolving Credit Facility (a)   $1,950    $ 1,950    $ — 
DIP Term Loan Facility (b)    1,425     —    281  

    
 

    
 

    
 

Total DIP Facility   $3,375    $ 1,950    $ 281  
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(a) Facility used for general corporate purposes. No amounts were borrowed at December 31, 2015. Pursuant to an order of the Bankruptcy Court, the TCEH

Debtors may not have more than $1.650 billion of DIP Revolving Credit Facility cash borrowings outstanding without written consent of the TCEH
committee of unsecured creditors and the ad hoc group of TCEH unsecured noteholders or further order of the Bankruptcy Court.

(b) Facility used for general corporate purposes, including but not limited to, $800 million for issuing letters of credit.

At both December 31, 2015 and 2014, all $1.425 billion of the DIP Term Loan Facility has been borrowed. Of this borrowing, $800 million represents amounts that
support issuances of letters of credit and have been funded to a collateral account. Of the collateral account amount at December 31, 2015, $281 million is reported
as cash and cash equivalents and $519 million is reported as restricted cash, which represents the amount of outstanding letters of credit. As discussed in Note 3, we
intend to utilize a portion of the remaining available cash borrowing capacity under the DIP Revolving Credit Facility and cash on hand to fund the acquisition of
La Frontera Holdings, LLC.

Amounts borrowed under the DIP Facility bear interest based on applicable LIBOR rates, subject to a 0.75% floor, plus 3%. At both December 31, 2015 and 2014,
the interest rate on outstanding borrowings was 3.75%. The DIP Facility also provides for certain additional fees payable to the agents and lenders, as well as
availability fees payable with respect to any unused portions of the available DIP Facility.

The TCEH Debtors’ obligations under the DIP Facility are secured by a lien covering substantially all of the TCEH Debtors’ assets, rights and properties, subject to
certain exceptions set forth in the DIP Facility. The DIP Facility provides that all obligations thereunder constitute administrative expenses in the Chapter 11 Cases,
with administrative priority and senior secured status under the Bankruptcy Code and, subject to certain exceptions set forth in the DIP Facility, have priority over
any and all administrative expense claims, unsecured claims and costs and expenses in the Chapter 11 Cases. EFCH is a parent guarantor to the agreement
governing the DIP Facility along with substantially all of TCEH’s subsidiaries, including all subsidiaries that are Debtors in the Chapter 11 Cases.

The DIP Facility also permits certain hedging agreements to be secured on a pari passu basis with the DIP Facility in the event those hedging agreements meet
certain criteria set forth in the DIP Facility.

In June 2014, the RCT agreed to accept a collateral bond from TCEH of up to $1.1 billion, as a substitute for its self-bond, to secure mining land reclamation
obligations. The collateral bond is a $1.1 billion carve-out from the super-priority liens under the DIP Facility that will enable the RCT to be paid before the DIP
Facility lenders. As a result, in July 2014, TCEH terminated the $1.1 billion RCT Delayed Draw Letter of Credit commitment included in the original DIP facility.

The DIP Facility provides for affirmative and negative covenants applicable to the TCEH Debtors, including affirmative covenants requiring the TCEH Debtors to
provide financial information, budgets and other information to the agents under the DIP Facility, and negative covenants restricting the TCEH Debtors’ ability to
incur additional indebtedness, grant liens, dispose of assets, make investments, pay dividends or take certain other actions, in each case except as permitted in the
DIP Facility. The TCEH Debtors’ ability to borrow under the DIP Facility is subject to the satisfaction of certain customary conditions precedent set forth therein.

The DIP Facility provides for certain customary events of default, including events of default resulting from non-payment of principal, interest or other amounts
when due, material breaches of representations and warranties, material breaches of covenants in the DIP Facility or ancillary loan documents, cross-defaults under
other agreements or instruments and the entry of material judgments against the TCEH Debtors. The agreement governing the DIP Facility includes a covenant that
requires the Consolidated Superpriority Secured Net Debt to
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Consolidated EBITDA ratio not exceed 3.50 to 1.00. Consolidated Superpriority Secured Net Debt consists of outstanding term loans and revolving credit exposure
under the DIP Facility less unrestricted cash. Upon the existence of an event of default, the DIP Facility provides that all principal, interest and other amounts due
thereunder will become immediately due and payable, either automatically or at the election of specified lenders.

Long-Term
Debt
Not
Subject
to
Compromise


— Amounts presented in the table below represent pre-petition liabilities that are not subject to compromise due to
the debt being fully collateralized or specific orders from the Bankruptcy Court approving repayment of the debt.
 
   December 31,  
   2015   2014  
7.48% Fixed Secured Facility Bonds with amortizing payments through January 2017 (a)   $ 13   $ 25  
7.46% Fixed Secured Facility Bonds with amortizing payments through January 2015 (a)    —   4  
Capital lease obligations    5    44  
Other    2    2  
Unamortized discount    (1)   (2) 

    
 

   
 

Total    19    73  
    

 
   

 

Less amounts due currently    (16)   (22) 
    

 
   

 

Total long-term debt not subject to compromise   $ 3   $ 51  
    

 

   

 

 
(a) Debt issued by trust and secured by assets held by the trust.

12. LIABILITIES SUBJECT TO COMPROMISE

The amounts classified as liabilities subject to compromise (LSTC) reflect the company’s estimate of pre-petition liabilities and other expected allowed claims to
be addressed in the Chapter 11 Cases and may be subject to future adjustment as the Chapter 11 Cases proceed. Prior to December 31, 2015, debt amounts include
related unamortized deferred financing costs and discounts/premiums. Amounts classified to LSTC do not include pre-petition liabilities that are fully collateralized
by letters of credit or cash deposits. The following table presents LSTC as reported in the consolidated balance sheets at December 31, 2015 and 2014:
 
   December 31,  
   2015    2014  
Notes, loans and other debt per the following table   $31,668    $31,154  
Accrued interest on notes, loans and other debt    646     666  
Net liability under terminated TCEH interest rate swap and natural gas hedging agreements (Note 16)    1,243     1,235  
Trade accounts payable and other expected allowed claims    176     179  
Liability under the Federal and State Income Tax Allocation Agreement (Note 18)    —    631  
Advances and other payables to affiliates    1     26  

    
 

    
 

Total liabilities subject to compromise   $33,734    $33,891  
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Pre-Petition Notes, Loans and Other Debt Reported as Liabilities Subject to Compromise

Amounts presented below represent principal amounts of pre-petition notes, loans and other debt reported as liabilities subject to compromise.
 
   December 31,  
   2015    2014  
Senior Secured Facilities:     
TCEH Floating Rate Term Loan Facilities due October 10, 2014   $ 3,809    $ 3,809  
TCEH Floating Rate Letter of Credit Facility due October 10, 2014    42     42  
TCEH Floating Rate Revolving Credit Facility due October 10, 2016    2,054     2,054  
TCEH Floating Rate Term Loan Facilities due October 10, 2017 (a)    15,691     15,710  
TCEH Floating Rate Letter of Credit Facility due October 10, 2017    1,020     1,020  

11.5% Fixed Senior Secured Notes due October 1, 2020    1,750     1,750  
15% Fixed Senior Secured Second Lien Notes due April 1, 2021    336     336  
15% Fixed Senior Secured Second Lien Notes due April 1, 2021, Series B    1,235     1,235  
10.25% Fixed Senior Notes due November 1, 2015 (a)    1,833     2,046  
10.25% Fixed Senior Notes due November 1, 2015, Series B (a)    1,292     1,442  
10.50%/11.25% Senior Toggle Notes due November 1, 2016    1,749     1,749  

Pollution Control Revenue Bonds:     
Brazos River Authority:     
5.40% Fixed Series 1994A due May 1, 2029    39     39  
7.70% Fixed Series 1999A due April 1, 2033    111     111  
7.70% Fixed Series 1999C due March 1, 2032    50     50  
8.25% Fixed Series 2001A due October 1, 2030    71     71  
8.25% Fixed Series 2001D-1 due May 1, 2033    171     171  
6.30% Fixed Series 2003B due July 1, 2032    39     39  
6.75% Fixed Series 2003C due October 1, 2038    52     52  
5.40% Fixed Series 2003D due October 1, 2029    31     31  
5.00% Fixed Series 2006 due March 1, 2041    100     100  
Sabine River Authority of Texas:     
6.45% Fixed Series 2000A due June 1, 2021    51     51  
5.20% Fixed Series 2001C due May 1, 2028    70     70  
5.80% Fixed Series 2003A due July 1, 2022    12     12  
6.15% Fixed Series 2003B due August 1, 2022    45     45  
Trinity River Authority of Texas:     
6.25% Fixed Series 2000A due May 1, 2028    14     14  
Unamortized fair value discount related to pollution control revenue bonds (b)    —    (103) 

Other:     
Other    1     1  
Unamortized discount (c)    —    (91) 

Deferred debt issuance and extension costs (c)    —    (702) 
    

 
    

 

Total TCEH consolidated notes, loans and other debt   $31,668    $31,154  
    

 

    

 

 
(a) As discussed below and in Note 18, principal amounts of notes/term loans totaling $382 million at December 31, 2014 were held by EFH Corp. and

EFIH. The amounts of TCEH debt held by EFIH or EFH Corp. were eliminated as a result of the Settlement Agreement approved by the Bankruptcy Court in
December 2015.

(b) Amount represents unamortized fair value adjustments recorded under purchase accounting.
(c) Due to the Settlement Agreement our pre-petition notes, loans and other debt reported as liabilities subject to compromise were updated to reflect our

expected allowed claim amounts, resulting in the write-off to reorganization items of unamortized deferred debt issuance and extension costs, premiums and
discounts classified as LSTC (see Note 10).

 
F-40



Table of Contents

TCEH Letter of Credit Facility Activity

Borrowings under the TCEH Letter of Credit Facility have been recorded by TCEH as restricted cash that supports issuances of letters of credit. At December 31,
2015, the restricted cash related to the pre-petition TCEH Letter of Credit Facility totaled $507 million, and there were no outstanding letters of credit related to the
pre-petition TCEH Letter of Credit Facility. Due to the default under the pre-petition TCEH Senior Secured Facilities, the letter of credit capacity is no longer
available. In the first quarter of 2014, TCEH issued a $157 million letter of credit to a subsidiary of EFH Corp. to secure its current and future amounts payable to
the subsidiary arising from recurring transactions in the normal course of business, and in 2014, the subsidiary drew on the letter of credit in the amount of $150
million to settle amounts due from TCEH. The remaining $7 million under the letter of credit expired in July 2014. For the years ended December 31, 2015 and
2014, $45 million and $245 million, respectively, of letters of credit were drawn upon by counterparties to settle amounts due from TCEH. Included in the year
ended December 31, 2015 amount was $20 million drawn by certain executive officers to satisfy payments related to long-term incentive awards, and included in
the year ended December 31, 2014 amount was $204 million related to pollution control revenue bonds that were tendered as noted below.

Debt Related Activity in 2014

Repayments of debt in the year ended December 31, 2014 totaled $223 million and consisted of $215 million of payments of principal at scheduled maturity or
mandatory tender and remarketing dates (including $204 million of pollution control revenue bond and $11 million of fixed secured facility bond payments) and $8
million of contractual payments under capital leases.

Information Regarding Significant Pre-Petition Debt

TCEH elected not to make interest payments due in April 2014 totaling $123 million on certain debt obligations.

The TCEH pre-petition debt described below is junior in right of priority and payment to the DIP Facility.

TCEH Senior Secured Facilities   — Borrowings under the TCEH Senior Secured Facilities total $22.616 billion and consist of:
 

 •  $3.809 billion of TCEH Term Loan Facilities with interest at LIBOR plus 3.50%;
 

 •  $15.691 billion of TCEH Term Loan Facilities with interest at LIBOR plus 4.50%;
 

 •  $42 million of cash borrowed under the TCEH Letter of Credit Facility with interest at LIBOR plus 3.50%;
 

 •  $1.020 billion of cash borrowed under the TCEH Letter of Credit Facility with interest at LIBOR plus 4.50%, and
 

 •  Amounts borrowed under the TCEH Revolving Credit Facility, which represent the entire amount of commitments under the facility totaling $2.054
billion.

The TCEH Senior Secured Facilities are fully and unconditionally guaranteed jointly and severally on a senior secured basis by EFCH, and subject to certain
exceptions, each existing and future direct or indirect wholly owned US subsidiary of TCEH. The TCEH Senior Secured Facilities, the TCEH Senior Secured Notes
and the TCEH first lien hedges (or any termination amounts related thereto), discussed below, are secured on a first priority basis by (i) substantially all of the
current and future assets of TCEH and TCEH’s subsidiaries who are guarantors of such facilities and (ii) pledges of the capital stock of TCEH and certain current
and future direct or indirect subsidiaries of TCEH.

TCEH 11.5% Senior Secured Notes   — The principal amount of the TCEH 11.5% Senior Secured Notes totals $1.750 billion with interest payable at a fixed rate
of 11.5% per annum. The notes are fully and unconditionally guaranteed on a joint and several basis by EFCH and each subsidiary of TCEH that guarantees the
TCEH Senior
 

F-41



Table of Contents

Secured Facilities (collectively, the Guarantors). The notes are secured, on a first-priority basis, by security interests in all of the assets of TCEH, and the
guarantees are secured on a first-priority basis by all of the assets and equity interests held by the Guarantors, in each case, to the extent such assets and equity
interests secure obligations under the TCEH Senior Secured Facilities (the TCEH Collateral), subject to certain exceptions and permitted liens.

The notes are (i) senior obligations and rank equally in right of payment with all senior indebtedness of TCEH, (ii) senior in right of payment to all existing or
future unsecured and second-priority secured debt of TCEH to the extent of the value of the TCEH Collateral and (iii) senior in right of payment to any future
subordinated debt of TCEH. These notes are effectively subordinated to all secured obligations of TCEH that are secured by assets other than the TCEH Collateral,
to the extent of the value of the assets securing such obligations.

The guarantees of the TCEH Senior Secured Notes by the Guarantors are effectively senior to any unsecured and second-priority debt of the Guarantors to the
extent of the value of the TCEH Collateral. The guarantees are effectively subordinated to all debt of the Guarantors secured by assets that are not part of the TCEH
Collateral, to the extent of the value of the collateral securing that debt.

TCEH 15% Senior Secured Second Lien Notes (including Series B)   —   The principal amount of the TCEH 15% Senior Secured Second Lien Notes totals
$1.571 billion with interest at a fixed rate of 15% per annum. The notes are fully and unconditionally guaranteed on a joint and several basis by EFCH and, subject
to certain exceptions, each subsidiary of TCEH that guarantees the TCEH Senior Secured Facilities. The notes are secured, on a second-priority basis, by security
interests in all of the assets of TCEH, and the guarantees (other than the guarantee of EFCH) are secured on a second-priority basis by all of the assets and equity
interests of all of the Guarantors other than EFCH (collectively, the Subsidiary Guarantors), in each case, to the extent such assets and security interests secure
obligations under the TCEH Senior Secured Facilities on a first-priority basis, subject to certain exceptions (including the elimination of the pledge of equity
interests of any Subsidiary Guarantor to the extent that separate financial statements would be required to be filed with the SEC for such Subsidiary Guarantor
under Rule 3-16 of Regulation S-X) and permitted liens. The guarantee from EFCH is not secured.

The notes are senior obligations of the issuer and rank equally in right of payment with all senior indebtedness of TCEH, are senior in right of payment to all
existing or future unsecured debt of TCEH to the extent of the value of the TCEH Collateral (after taking into account any first-priority liens on the TCEH
Collateral) and are senior in right of payment to any future subordinated debt of TCEH. These notes are effectively subordinated to TCEH’s obligations under the
TCEH Senior Secured Facilities, the TCEH Senior Secured Notes and TCEH’s commodity and interest rate hedges that are secured by a first-priority lien on the
TCEH Collateral and any future obligations subject to first-priority liens on the TCEH Collateral, to the extent of the value of the TCEH Collateral, and to all
secured obligations of TCEH that are secured by assets other than the TCEH Collateral, to the extent of the value of the assets securing such obligations.

The guarantees of the TCEH Senior Secured Second Lien Notes by the Subsidiary Guarantors are effectively senior to any unsecured debt of the Subsidiary
Guarantors to the extent of the value of the TCEH Collateral (after taking into account any first-priority liens on the TCEH Collateral). These guarantees are
effectively subordinated to all debt of the Subsidiary Guarantors secured by the TCEH Collateral on a first-priority basis or that is secured by assets that are not part
of the TCEH Collateral, to the extent of the value of the collateral securing that debt. EFCH’s guarantee ranks equally with its unsecured debt (including debt it
guarantees on an unsecured basis) and is effectively subordinated to any of its secured debt to the extent of the value of the collateral securing that debt.

TCEH 10.25% Senior Notes (including Series B) and 10.50%/11.25% Senior Toggle Notes (collectively, the TCEH Senior Notes )   —


The principal amount of
the TCEH Senior Notes totals $4.874 billion and the notes are fully and unconditionally guaranteed on a joint and several unsecured basis by TCEH’s direct parent,
EFCH, and by each subsidiary that guarantees the TCEH Senior Secured Facilities. The TCEH 10.25% Notes bore interest at a fixed rate of 10.25% per annum.
The TCEH Toggle Notes bore interest at a fixed rate of 10.50% per annum.
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Material Cross Default/Acceleration Provisions   — Certain of our pre-petition financing arrangements contain provisions that result in an event of default if there
were a failure under other financing arrangements to meet payment terms or to observe other covenants that could or does result in an acceleration of payments due.
Such provisions are referred to as “cross default” or “cross acceleration” provisions. The Bankruptcy Filing triggered defaults on our pre-petition debt obligations,
but pursuant to the Bankruptcy Code, the creditors are stayed from taking any actions against the Debtors as a result of such defaults.

Intercreditor Agreement   — TCEH has entered into an intercreditor agreement with Citibank, N.A. and five secured commodity hedge counterparties (the Secured
Commodity Hedge Counterparties). The intercreditor agreement takes into account, among other things, the possibility that TCEH could have issued notes and/or
loans secured by collateral (other than the collateral that secures the TCEH Senior Secured Facilities) that ranks on parity with, or junior to, TCEH’s existing first
lien obligations under the TCEH Senior Secured Facilities. The Intercreditor Agreement provides that the lien granted to the Secured Commodity Hedge
Counterparties ranks pari passu with the lien granted with respect to the collateral of the secured parties under the TCEH Senior Secured Facilities. The
Intercreditor Agreement also provides that the Secured Commodity Hedge Counterparties are entitled to share, on a pro rata basis, in the proceeds of any
liquidation of such collateral in connection with a foreclosure on such collateral in an amount provided in the TCEH Senior Secured Facilities. The Intercreditor
Agreement also provides that the Secured Commodity Hedge Counterparties have voting rights with respect to any amendment or waiver of any provision of the
Intercreditor Agreement that changes the priority of the Secured Commodity Hedge Counterparties’ lien on such collateral relative to the priority of lien granted to
the secured parties under the TCEH Senior Secured Facilities or the priority of payments to the Secured Commodity Hedge Counterparties upon a foreclosure and
liquidation of such collateral relative to the priority of the lien granted to the secured parties under the TCEH Senior Secured Facilities.

Second Lien Intercreditor Agreement   — TCEH has also entered into a second lien intercreditor agreement (the Second Lien Intercreditor Agreement) with
Citibank, N.A., as senior collateral agent, and The Bank of New York Mellon Trust Company, N.A., as initial second priority representative. The Second Lien
Intercreditor Agreement provides that liens on the collateral that secure the obligations under the TCEH Senior Secured Facilities, the obligations of the Secured
Commodity Hedge Counterparties and any other obligations which are permitted to be secured on a pari passu basis therewith (collectively, the First Lien
Obligations) rank prior to the liens on such collateral securing the obligations under the TCEH Senior Secured Second Lien Notes, and any other obligations which
are permitted to be secured on a pari passu basis (collectively, the Second Lien Obligations). The Second Lien Intercreditor Agreement provides that the holders of
the First Lien Obligations are entitled to the proceeds of any liquidation of such collateral in connection with a foreclosure on such collateral until paid in full, and
that the holders of the Second Lien Obligations are not entitled to receive any such proceeds until the First Lien Obligations have been paid in full. The Second
Lien Intercreditor Agreement also provides that the holders of the First Lien Obligations control enforcement actions with respect to such collateral, and the holders
of the Second Lien Obligations are not entitled to commence any such enforcement actions, with limited exceptions. The Second Lien Intercreditor Agreement also
provides that releases of the liens on the collateral by the holders of the First Lien Obligations automatically require that the liens on such collateral by the holders
of the Second Lien Obligations be automatically released, and that amendments, waivers or consents with respect to any of the collateral documents in connection
with the First Lien Obligations apply automatically to any comparable provision of the collateral documents in connection with the Second Lien Obligations.
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13. COMMITMENTS AND CONTINGENCIES

Contractual Commitments

At December 31, 2015, we had contractual commitments, some of which are subject to potential rejection in the Chapter 11 Cases, under energy-related contracts,
leases and other agreements as follows:
 

   

Coal purchase
and 

transportation
agreements    

Pipeline 
transportation and
storage reservation

fees    
Nuclear 

Fuel Contracts   
Other 

Contracts 
2016   $ 307    $ 13    $ 62    $ 130  
2017    —    1     46     42  
2018    —    1     72     14  
2019    —    1     35     12  
2020    —    1     37     14  

Thereafter    —    7     96     36  
    

 
    

 
    

 
    

 

Total   $ 307    $ 24    $ 348    $ 248  
    

 

    

 

    

 

    

 

Expenditures under our coal purchase and coal transportation agreements totaled $218 million, $348 million and $353 million for the years ended December 31,
2015, 2014 and 2013, respectively.

At December 31, 2015, future minimum lease payments under both capital leases and operating leases are as follows:
 

   
Capital
Leases    

Operating
Leases (a)  

2016   $ 3    $ 24  
2017    2     29  
2018    —    27  
2019    —    26  
2020    —    25  
Thereafter    —    139  

    
 

    
 

Total future minimum lease payments    5    $ 270  
      

 

Less amounts representing interest    —   
    

 
  

Present value of future minimum lease payments    5    
Less current portion    3    

    
 

  

Long-term capital lease obligation   $ 2    
    

 

  

 
(a) Includes operating leases with initial or remaining noncancellable lease terms in excess of one year.

Rent reported as operating costs, fuel costs and SG&A expenses totaled $55 million, $54 million and $57 million for the years ended December 31, 2015, 2014 and
2013, respectively.

Guarantees

We have entered into contracts that contain guarantees to unaffiliated parties that could require performance or payment under certain conditions. Material
guarantees are discussed below.

See Notes 11 and 12 for discussion of guarantees and security for certain of our post-petition and pre-petition debt.
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Letters of Credit

At December 31, 2015, TCEH had outstanding letters of credit under the DIP Facility totaling $519 million as follows:
 

 •  $230 million to support commodity risk management and trading margin requirements in the normal course of business, including over-the-counter
and exchange-traded hedging transactions and collateral postings with ERCOT;

 

 •  $72 million to support executory contracts and insurance agreements;
 

 •  $55 million to support our REP financial requirements with the PUCT, and
 

 •  $162 million for other credit support requirements, including $131 million to support our purchase and sale agreement with La Frontera Holdings,
LLC.

The automatic stay under the Bankruptcy Code does not apply to letters of credit issued under the pre-petition credit facility and third parties may draw if the terms
of a particular letter of credit so provide. See Note 12 for discussion of letter of credit draws in 2015 and 2014.

Litigation

Aurelius Derivative Claim   — Aurelius Capital Master, Ltd. and ACP Master, Ltd. (Aurelius) filed a lawsuit in March 2013, amended in May 2013, in the US
District Court for the Northern District of Texas (Dallas Division) against EFCH as a nominal defendant and each of the current directors and a former director of
EFCH. In the lawsuit, Aurelius, as a creditor under the TCEH Senior Secured Facilities and certain TCEH secured bonds, both of which are guaranteed by EFCH,
filed a derivative claim against EFCH and its directors. Aurelius alleged that the directors of EFCH breached their fiduciary duties to EFCH and its creditors,
including Aurelius, by permitting TCEH to make certain loans “without collecting fair and reasonably equivalent value.” The lawsuit sought recovery for the
benefit of EFCH. In January 2014, the district court granted EFCH’s and the directors’ motion to dismiss and in February 2014 dismissed the lawsuit. Aurelius has
appealed the district court’s judgment to the US Court of Appeals for the Fifth Circuit (Fifth Circuit Court). The appeal was automatically stayed as a result of the
Bankruptcy Filing. We cannot predict the outcome of this proceeding, including the financial effects, if any.

Potential Inter/Intra Debtor Claims   — In August 2014, the Bankruptcy Court entered an order in the Chapter 11 Cases establishing discovery procedures
governing, among other things, certain prepetition transactions among the various Debtors’ estates. In February 2015, the ad hoc group of TCEH unsecured
creditors; the official committee representing unsecured interests at EFCH and its direct subsidiary, TCEH; and the official committee representing unsecured
interests at EFH and EFIH filed motions with the Bankruptcy Court seeking standing to prosecute derivative claims on behalf of TCEH relating to certain of these
prepetition transactions. These claims were released effective when the Bankruptcy Court approved the Settlement Agreement.

The Settlement Agreement was approved in December 2015 and is expected to remain effective even if the Plan of Reorganization does not become effective.

Litigation Related to EPA Reviews   — In June 2008, the EPA issued an initial request for information to TCEH under the EPA’s authority under Section 114 of
the Clean Air Act (CAA). The stated purpose of the request is to obtain information necessary to determine compliance with the CAA, including New Source
Review Standards and air permits issued by the TCEQ for the Big Brown, Monticello and Martin Lake generation facilities. In April 2013, we received an
additional information request from the EPA under Section 114 related to the Big Brown, Martin Lake and Monticello facilities as well as an initial information
request related to the Sandow 4 generation facility.

In July 2012, the EPA sent us a notice of violation alleging noncompliance with the CAA’s New Source Review Standards and the air permits at our Martin Lake
and Big Brown generation facilities. In July 2013, the EPA sent
 

F-45



Table of Contents

us a second notice of violation alleging noncompliance with the CAA’s New Source Review Standards at our Martin Lake and Big Brown generation facilities,
which the EPA said “superseded” its July 2012 notice. In August 2013, the US Department of Justice, acting as the attorneys for the EPA, filed a civil enforcement
lawsuit against Luminant Generation Company LLC and Big Brown Power Company LLC in federal district court in Dallas, alleging violations of the CAA at our
Big Brown and Martin Lake generation facilities. In August 2015, the district court issued its ruling on our motion to dismiss and granted the motion as to seven of
the nine claims asserted by the EPA in the lawsuit. Two claims remain before the district court, and those are currently scheduled for trial in October 2017. We
believe that we have complied with all requirements of the CAA and intend to vigorously defend against the remaining allegations. The lawsuit requests the
maximum civil penalties available under the CAA to the government of up to $32,500 to $37,500 per day for each alleged violation, depending on the date of the
alleged violation, and injunctive relief, including an order requiring the installation of best available control technology at the affected units. An adverse outcome
could require substantial capital expenditures that cannot be determined at this time and could possibly require the payment of substantial penalties. We cannot
predict the outcome of these proceedings, including the financial effects, if any.

Greenhouse Gas Emissions   — In August 2015, the EPA finalized rules to address greenhouse gas (GHG) emissions from new, modified and reconstructed units,
and existing electricity generation plants. The rule for existing facilities would establish state-specific emissions rate goals to reduce nationwide CO 2 emissions
related to affected electricity generation units by over 30% from 2012 emission levels by 2030. A number of parties, including Luminant, filed petitions for review
in the D.C. Circuit Court for the rule for new, modified and reconstructed plants. In addition, a number of petitions for review of the rule for existing plants were
filed in the D.C. Circuit Court by various parties and groups, including challenges from twenty-seven different states opposed to the rule as well as those from,
among others, certain power generating companies, various business groups and some labor unions. Luminant also filed its own petition for review. In addition,
several parties have filed motions to stay the implementation of the rule while the court reviews the legality of the rule for existing units. In January 2016, the D.C.
Circuit Court denied the motion to stay and ordered an expedited briefing on the merits. Oral argument is scheduled for June 2016. In January 2016, a coalition of
states, industry (including Luminant) and other parties filed applications with the US Supreme Court asking that the court stay the rule. In February 2016, the US
Supreme Court stayed the rule pending the conclusion of legal challenges on the rule before the D.C. Circuit Court and until the US Supreme Court disposes of any
subsequent petition for review. While we cannot predict the outcome of this rulemaking and legal proceedings on our results of operations, liquidity or financial
condition, the impacts could be material.

In August 2015, the EPA proposed model rules and federal plan requirements for states to consider as they develop state plans to comply with the rules for GHG
emissions. A federal plan would then be finalized for a state if a state fails to submit a state plan by the deadlines established in the CAA for existing plants or if the
EPA disapproves a submitted state plan. We filed comments on the federal plan proposal in January 2016. The EPA is expected to finalize the model rule by the
summer of 2016. While we cannot predict the outcome of this rulemaking and legal proceedings on our results of operations, liquidity or financial condition, the
impacts could be material.

Cross-State Air Pollution Rule (CSAPR)

In July 2011, the EPA issued the CSAPR, compliance with which would have required significant additional reductions of sulfur dioxide (SO 2 ) and nitrogen oxide
(NO x ) emissions from our fossil fueled generation units. In February 2012, the EPA released a final rule (Final Revisions) and a proposed rule revising certain
aspects of the CSAPR, including increases in the emissions budgets for Texas and our generation assets as compared to the July 2011 version of the rule. In June
2012, the EPA finalized the proposed rule (Second Revised Rule). As compared to the proposed revisions to the CSAPR issued by the EPA in October 2011, the
Final Revisions and the Second Revised Rule finalize emissions budgets for our generation assets that are approximately 6% lower for SO 2 , 3% higher for annual
NO x and 2% higher for seasonal NO x .
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The CSAPR became effective January 1, 2015. In July 2015, following a remand of the case from the US Supreme Court to consider further legal challenges, the
D.C. Circuit Court unanimously ruled in favor of us and other petitioners, holding that the CSAPR emissions budgets over-controlled Texas and other states. The
D.C. Circuit Court remanded those states’ budgets to the EPA for prompt reconsideration. While we planned to participate in the EPA’s reconsideration process to
develop increased budgets that do not over-control Texas, the EPA instead responded to the remand by updating the budget for the 2008 ozone standard with a new
rulemaking without explicitly addressing the issues of over-control of the 1997 standard. Comments on the EPA’s proposal were submitted by Luminant in
February 2016. While we cannot predict the outcome of future proceedings related to the CSAPR, including the EPA’s reconsideration of the CSAPR emissions
budgets for affected states, based upon our current operating plans we do not believe that the CSAPR will cause any material operational, financial or compliance
issues.

State Implementation Plan (SIP)

In February 2013, in response to a petition for rulemaking filed by the Sierra Club, the EPA proposed a rule requiring certain states to replace SIP exemptions for
excess emissions during malfunctions with an affirmative defense. Texas was not included in that original proposal since it already had an EPA-approved
affirmative defense provision in its SIP. In 2014, as a result of a D.C. Circuit Court decision striking down an affirmative defense in another EPA rule, the EPA
revised its 2013 proposal to extend the EPA’s proposed findings of inadequacy to states that have affirmative defense provisions, including Texas. The EPA’s
revised proposal would require Texas to remove or replace its EPA-approved affirmative defense provisions for excess emissions during startup, shutdown and
maintenance events. In May 2015, the EPA finalized the proposal. In June 2015, we filed a petition for review in the Fifth Circuit Court challenging certain aspects
of the EPA’s final rule as they apply to the Texas SIP. The State of Texas and other parties have also filed similar petitions in the Fifth Circuit Court. In August
2015, the Fifth Circuit Court transferred the petitions that Luminant and other parties filed to the D.C. Circuit Court, and in October 2015 the petitions were
consolidated with the pending petitions challenging the EPA’s action in the D.C. Circuit Court. Briefing in the D.C. Circuit Court on the challenges is scheduled to
be completed by October 2016. We cannot predict the timing or outcome of this proceeding.

In June 2014, the Sierra Club filed a petition in the D.C. Circuit Court seeking review of several EPA regulations containing affirmative defenses for malfunctions,
including the Mercury and Air Toxics Standard (MATS) for power plants. In the petition, the Sierra Club contends this affirmative defense is no longer permissible
in light of a D.C. Circuit Court decision regarding similar defenses applicable to the cement industry. Luminant filed a motion to intervene in this case. In July
2014, the D.C. Circuit Court ordered the case stayed pending the EPA’s consideration of a petition for administrative reconsideration of the regulations at issue. In
December 2014, the EPA signed a proposal to make technical corrections to the MATS rule. We filed comments on this proposal in April 2015. Except as set forth
above, we cannot predict the timing or outcome of future proceedings related to this petition, the petition for administrative reconsideration that is pending before
the EPA or the financial effects of these proceedings, if any.

Other Matters

We are involved in various legal and administrative proceedings in the normal course of business, the ultimate resolutions of which, in the opinion of management,
are not anticipated to have a material effect on our results of operations, liquidity or financial condition.

Environmental Contingencies

See discussion above regarding the CSAPR that includes provisions which, among other things, place limits on SO 2 and NO X emissions produced by electricity
generation plants. We do not believe the CSAPR provisions and the MATS rule issued by the EPA in December 2011 will have any material impact on our
business, results of operations, liquidity or financial condition.
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We must comply with environmental laws and regulations applicable to the handling and disposal of hazardous waste. We believe that we are in compliance with
current environmental laws and regulations; however, the impact, if any, of changes to existing regulations or the implementation of new regulations is not
determinable and could materially affect our financial condition, results of operations and liquidity.

The costs to comply with environmental regulations could be significantly affected by the following external events or conditions:
 

 •  enactment of state or federal regulations regarding CO 2 and other greenhouse gas emissions;
 

 
•  other changes to existing state or federal regulation regarding air quality, water quality, control of toxic substances and hazardous and solid wastes,

and other environmental matters, including revisions to clean air regulations developed by the EPA as a result of court rulings discussed above and
MATS and Regional Haze, and

 

 •  the identification of sites requiring clean-up or the filing of other complaints in which we may be asserted to be a potential responsible party under
applicable environmental laws or regulations.

In February 2016, the EPA notified Texas of the EPA’s preliminary intention to designate as nonattainment areas around our Big Brown, Monticello and Martin
Lake plants based on modeling data submitted to the EPA by Sierra Club. We continue to believe that these models do not accurately predict actual SO 2 emissions
measurements and that these designations should be determined by emissions data from air quality monitors. Should the EPA finalize these designations as
intended in July 2016, Texas will begin the multi-year process to evaluate what potential emission controls or operational changes, if any, may be necessary to
demonstrate attainment.

Labor Contracts

Certain personnel engaged in TCEH activities are represented by labor unions and covered by collective bargaining agreements. During 2015, all collective
bargaining agreements covering bargaining unit personnel engaged in lignite mining operations, lignite/coal fueled generation operations, nuclear fueled generation
operations and some of our natural gas powered generation operations were extended to March 2017. We do not expect any changes in collective bargaining
agreements to have a material effect on our results of operations, liquidity or financial condition.

Nuclear Insurance

Nuclear insurance includes liability coverage, property damage, decontamination and premature decommissioning coverage and accidental outage and/or extra
expense coverage. Nuclear insurance maintained meets or exceeds requirements promulgated by Section 170 (Price-Anderson) of the Atomic Energy Act (Act) and
Title 10 of the Code of Federal Regulations. We intend to maintain insurance against nuclear risks as long as such insurance is available. The company is self-
insured to the extent that losses (i) are within the policy deductibles, (ii) are not covered per policy exclusions, terms and limitations, (iii) exceed the amount of
insurance maintained, or (iv) are not covered due to lack of insurance availability. Such losses could have a material effect on our financial condition and results of
operations and liquidity.

With regard to liability coverage, the Act provides for financial protection for the public in the event of a significant nuclear generation plant incident. The Act sets
the statutory limit of public liability for a single nuclear incident at $13.6 billion and requires nuclear generation plant operators to provide financial protection for
this amount. The US Congress could impose revenue-raising measures on the nuclear industry to pay claims exceeding the $13.6 billion limit for a single incident
mandated by the Act. As required, the company provides this financial protection for a nuclear incident at Comanche Peak resulting in public bodily injury and
property damage through a combination of private insurance and industry-wide retrospective payment plan known as the Secondary Financial Protection (SFP).
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Under the SFP, in the event of an incident at any nuclear generation plant in the US, each operating licensed reactor in the US is subject to an assessment of up to
$127.3 million and this amount is subject to increases for inflation every five years, with the next adjustment expected in September 2018. Assessments are
currently limited to $19 million per operating licensed reactor per year per incident. The company’s maximum potential assessment under the industry retrospective
plan would be $254.6 million per incident but no more than $37.9 million in any one year for each incident. The potential assessment is triggered by a nuclear
liability loss in excess of $375 million per accident at any nuclear facility.

With respect to nuclear decontamination and property damage insurance, the NRC requires that nuclear generation plant license-holders maintain at least $1.06
billion of such insurance and require the proceeds thereof to be used to place a plant in a safe and stable condition, to decontaminate it pursuant to a plan submitted
to and approved by the NRC before the proceeds can be used for plant repair or restoration or to provide for premature decommissioning. The company maintains
nuclear decontamination and property damage insurance for Comanche Peak in the amount of $2.25 billion (subject to $5 million deductible per accident), above
which the company is self-insured.

The company maintains Accidental Outage insurance to cover the additional costs of obtaining replacement electricity from another source if one or both of the
units at Comanche Peak are out of service for more than twelve weeks as a result of covered direct physical damage. The coverage provides for weekly payments of
$3.5 million for the first fifty-two weeks and $2.8 million for the next 110 weeks for each outage, respectively, after the initial twelve-week waiting period. The
total maximum coverage is $490 million per unit. The coverage amounts applicable to each unit will be reduced to 80% if both units are out of service at the same
time as a result of the same accident.

14. MEMBERSHIP INTERESTS

Cash Distributions to Parent

We paid no cash distributions to EFCH in 2015, 2014 or 2013.

Dividend Restrictions

The agreement governing the DIP Facility generally restricts TCEH’s ability to make distributions or loans to any of its parent companies or their subsidiaries
unless such distributions or loans are expressly permitted under the agreement governing such facility.

Under applicable law, we are prohibited from paying any distribution to the extent that immediately following payment of such distribution, we would be insolvent.
In addition, due to the Chapter 11 Cases, no dividends are eligible to be paid without the approval of the Bankruptcy Court.

Noncontrolling Interests

As discussed in Notes 8 and 19, we consolidated a joint venture formed in 2009 for the purpose of developing two new nuclear generation units, which resulted in a
noncontrolling interests component of equity. Net loss attributable to noncontrolling interests of $107 million for the year ended December 31, 2013 reflected the
noncontrolling interest share of the impairment of the assets of the nuclear generation development joint venture. Net loss attributable to the noncontrolling
interests was immaterial for the years ended December 31, 2015 and 2014.

15. FAIR VALUE MEASUREMENTS

Accounting standards related to the determination of fair value define fair value as the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between willing market participants
 

F-49



Table of Contents

at the measurement date. We use a “mid-market” valuation convention (the mid-point price between bid and ask prices) as a practical expedient to measure fair
value for the majority of our assets and liabilities subject to fair value measurement on a recurring basis. We primarily use the market approach for recurring fair
value measurements and use valuation techniques to maximize the use of observable inputs and minimize the use of unobservable inputs.

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

 

•  Level 1 valuations use quoted prices in active markets for identical assets or liabilities that are accessible at the measurement date. An active market is
a market in which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing information on an ongoing basis.
Our Level 1 assets and liabilities include exchange-traded commodity contracts. For example, some of our derivatives are NYMEX or the
Intercontinental Exchange (an electronic commodity exchange) futures and swaps transacted through clearing brokers for which prices are actively
quoted.

 

 

•  Level 2 valuations use inputs that, in the absence of actively quoted market prices, are observable for the asset or liability, either directly or indirectly.
Level 2 inputs include: (a) quoted prices for similar assets or liabilities in active markets, (b) quoted prices for identical or similar assets or liabilities in
markets that are not active, (c) inputs other than quoted prices that are observable for the asset or liability such as interest rates and yield curves
observable at commonly quoted intervals and (d) inputs that are derived principally from or corroborated by observable market data by correlation or
other mathematical means. Our Level 2 valuations utilize over-the-counter broker quotes, quoted prices for similar assets or liabilities that are
corroborated by correlations or other mathematical means and other valuation inputs. For example, our Level 2 assets and liabilities include forward
commodity positions at locations for which over-the-counter broker quotes are available.

 

 

•  Level 3 valuations use unobservable inputs for the asset or liability. Unobservable inputs are used to the extent observable inputs are not available,
thereby allowing for situations in which there is little, if any, market activity for the asset or liability at the measurement date. We use the most
meaningful information available from the market combined with internally developed valuation methodologies to develop our best estimate of fair
value. For example, our Level 3 assets and liabilities include certain derivatives with values derived from pricing models that utilize multiple inputs to
the valuations, including inputs that are not observable or easily corroborated through other means. See further discussion below.

Our valuation policies and procedures are developed, maintained and validated by an EFH Corp. centralized risk management group that reports to the EFH Corp.
Chief Financial Officer, who also functions as the Chief Risk Officer. Risk management functions include commodity price reporting and validation, valuation
model validation, risk analytics, risk control, credit risk management and risk reporting.

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

In utilizing broker quotes, we attempt to obtain multiple quotes from brokers (generally non-binding) that are active in the commodity markets in which we
participate (and require at least one quote from two brokers to determine a pricing input as observable); however, not all pricing inputs are quoted by brokers. The
number of broker quotes received for certain pricing inputs varies depending on the depth of the trading market, each individual broker’s publication policy, recent
trading volume trends and various other factors. In addition, for valuation of interest rate swaps, we used generally accepted interest rate swap valuation models
utilizing month-end interest rate curves.

Probable loss from default by either us or our counterparties is considered in determining the fair value of derivative assets and liabilities. These non-performance
risk adjustments take into consideration credit
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enhancements and the credit risks associated with our credit standing and the credit standing of our counterparties (see Note 16 for additional information regarding
credit risk associated with our derivatives). We utilize published credit ratings, default rate factors and debt trading values in calculating these fair value
measurement adjustments.

Certain derivatives and financial instruments are valued utilizing option pricing models that take into consideration multiple inputs including, but not limited to,
commodity prices, volatility factors, discount rates and other market based factors. Additionally, when there is not a sufficient amount of observable market data,
valuation models are developed that incorporate proprietary views of market factors. Significant unobservable inputs used to develop the valuation models include
volatility curves, correlation curves, illiquid pricing locations and credit/non-performance risk assumptions. Those valuation models are generally used in
developing long-term forward price curves for certain commodities. We believe the development of such curves is consistent with industry practice; however, the
fair value measurements resulting from such curves are classified as Level 3.

The significant unobservable inputs and valuation models are developed by employees trained and experienced in market operations and fair value measurements
and validated by the company’s risk management group, which also further analyzes any significant changes in Level 3 measurements. Significant changes in the
unobservable inputs could result in significant upward or downward changes in the fair value measurement.

With respect to amounts presented in the following fair value hierarchy tables, the fair value measurement of an asset or liability ( e.g.
, a contract) is required to
fall in its entirety in one level, based on the lowest level input that is significant to the fair value measurement. Certain assets and liabilities would be classified in
Level 2 instead of Level 3 of the hierarchy except for the effects of credit reserves and non-performance risk adjustments, respectively. Assessing the significance
of a particular input to the fair value measurement in its entirety requires judgment, considering factors specific to the asset or liability being measured.

Assets and liabilities measured at fair value on a recurring basis consisted of the following:
 
   December 31, 2015  
   Level 1   Level 2   Level 3 (a)   Total  
Assets:         

Commodity contracts   $ 385    $ 41    $ 49    $ 475  
Nuclear decommissioning trust — equity securities (b)    380     219     —    599  
Nuclear decommissioning trust — debt securities (b)    —    319     —    319  

    
 

    
 

    
 

    
 

Total assets   $ 765    $ 579    $ 49    $1,393  
    

 

    

 

    

 

    

 

Liabilities:         
Commodity contracts   $ 128    $ 64    $ 12    $ 204  

    
 

    
 

    
 

    
 

Total liabilities   $ 128    $ 64    $ 12    $ 204  
    

 

    

 

    

 

    

 

 
   December 31, 2014  
   Level 1   Level 2   Level 3 (a)   Total  
Assets:         

Commodity contracts   $ 402    $ 46    $ 49    $ 497  
Nuclear decommissioning trust — equity securities (b)    375     217     —    592  
Nuclear decommissioning trust — debt securities (b)    —    301     —    301  

    
 

    
 

    
 

    
 

Total assets   $ 777    $ 564    $ 49    $1,390  
    

 

    

 

    

 

    

 

Liabilities:         
Commodity contracts   $ 278    $ 25    $ 14    $ 317  

    
 

    
 

    
 

    
 

Total liabilities   $ 278    $ 25    $ 14    $ 317  
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(a) See table below for description of Level 3 assets and liabilities.
(b) The nuclear decommissioning trust investment is included in the investments line in the consolidated balance sheets. See Note 19.

Commodity contracts consist primarily of natural gas, electricity, fuel oil, uranium and coal agreements and include financial instruments entered into for hedging
purposes as well as physical contracts that have not been designated normal purchases or sales. See Note 16 for further discussion regarding derivative instruments,
including the termination of certain natural gas hedging agreements shortly after the Bankruptcy Filing.

Nuclear decommissioning trust assets represent securities held for the purpose of funding the future retirement and decommissioning of our nuclear generation
facility. These investments include equity, debt and other fixed-income securities consistent with investment rules established by the NRC and the PUCT.

The following tables present the fair value of the Level 3 assets and liabilities by major contract type and the significant unobservable inputs used in the valuations
at December 31, 2015 and 2014:
 

December 31, 2015  
  Fair Value          

Contract Type (a)  Assets  Liabilities  Total  
Valuation 
Technique   Significant Unobservable Input  Range (b)  

Electricity purchases and sales
 $ 1   $ (1)  $ —  

 
 

Valuation 
Model

   
   

Illiquid pricing locations (c)
 

 
 

$15 to 
$35/MWh

   
  

     
Hourly price curve shape (d)

 
 
 

$15 to 
$45/MWh

   
  

Electricity congestion revenue rights
  39    (4)   35   

 
 

Market 
Approach (e)

   
   

Illiquid price differences between settlement
points (f)  

 
 

$0 to 
$10/MWh

   
  

Other (i)   9    (7)   2     
   

 
   

 
   

 
   

Total  $ 49   $ (12)  $ 37     
   

 

   

 

   

 

   

 
December 31, 2014  
  Fair Value          

Contract Type (a)  Assets  Liabilities  Total  
Valuation 
Technique   Significant Unobservable Input  Range (b)  

Electricity purchases and sales
 $ 4   $ (5)  $ (1)  

 
 

Valuation 
Model

   
   

Illiquid pricing locations (c)
 

 
 

$30 to 
$50/MWh

   
  

     
Hourly price curve shape (d)

 
 
 

$20 to 
$70/MWh

   
  

Electricity congestion revenue rights
  38    (4)   34   

 
 

Market 
Approach (e)

   
   

Illiquid price differences between settlement
points (f)  

 
 

$0 to 
$20/MWh

   
  

Coal purchases
  —   (4)   (4)  

 
 

Market 
Approach (e)

   
   

Illiquid price variances between mines (g)
 

 
 

$0 to 
$1/ton

   
  

     
Illiquid price variances between heat content
(h)  

 
 

$0 to 
$1/ton

   
  

Other (i)   7    (1)   6     
   

 
   

 
   

 
   

Total  $ 49   $ (14)  $ 35     
   

 

   

 

   

 

   

 
(a) Electricity purchase and sales contracts include hedging positions in the ERCOT regions, as well as power contracts, the valuations of which include

unobservable inputs related to the hourly shaping of the price curve. Electricity congestion revenue rights contracts consist of forward purchase contracts
(swaps and options) used to hedge electricity price differences between settlement points within ERCOT. Coal purchase contracts relate to western (Powder
River Basin) coal.
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(b) The range of the inputs may be influenced by factors such as time of day, delivery period, season and location.
(c) Based on the historical range of forward average monthly ERCOT hub and load zone prices.
(d) Based on the historical range of forward average hourly ERCOT North Hub prices.
(e) While we use the market approach, there is either insufficient market data to consider the valuation liquid or the significance of credit reserves or non-

performance risk adjustments results in a Level 3 designation.
(f) Based on the historical price differences between settlement points within the ERCOT hubs and load zones.
(g) Based on the historical range of price variances between mine locations.
(h) Based on historical ranges of forward average prices between different heat contents (potential energy in coal for a given mass).
(i) Other includes contracts for ancillary services, natural gas, power options, diesel options and coal options.

There were no significant transfers between Level 1 and Level 2 of the fair value hierarchy for the years ended December 31, 2015, 2014 and 2013. See the table of
changes in fair values of Level 3 assets and liabilities below for discussion of transfers between Level 2 and Level 3 for the years ended December 31, 2015, 2014
and 2013.

The following table presents the changes in fair value of the Level 3 assets and liabilities for the years ended December 31, 2015, 2014 and 2013.
 
   Year Ended December 31,  
   2015   2014   2013  
Net asset (liability) balance at beginning of period   $ 35   $ (973)  $ 29  

    
 

   
 

   
 

Total unrealized valuation gains (losses)    27    (97)   (48) 
Purchases, issuances and settlements (a):     

Purchases    49    63    92  
Issuances    (13)   (5)   (7) 
Settlements    (48)   1,053    138  

Transfers into Level 3 (b)    1    —   (1,181) 
Transfers out of Level 3 (b)    (14)   (6)   4  

    
 

   
 

   
 

Net change (c)    2    1,008    (1,002) 
    

 
   

 
   

 

Net asset (liability) balance at end of period   $ 37   $ 35   $ (973) 
    

 

   

 

   

 

Unrealized valuation gains (losses) relating to instruments held at end of period   $ 18   $ (5)  $ 435  
 
(a) Settlements reflect reversals of unrealized mark-to-market valuations previously recognized in net income. Purchases and issuances reflect option premiums

paid or received. Settlement amounts in 2014 reflect termination of the TCEH interest rate swaps and include the reversal of a nonperformance risk
adjustment as discussed in Note 16.

(b) Includes transfers due to changes in the observability of significant inputs. Transfers in and out occur at the end of each quarter, which is when the
assessments are performed. All Level 3 transfers during the years presented are in and out of Level 2. Transfers into Level 3 during 2013 reflect a
nonperformance risk adjustment in the valuation of the TCEH interest rate swaps, which were secured by a first-lien interest in the same assets of TCEH (on
a pari passu basis) with the TCEH Senior Secured Facilities and the TCEH Senior Secured Notes (see Note 12).

(c) Substantially all changes in values of commodity contracts are reported in the statements of consolidated income (loss) in net gain (loss) from commodity
hedging and trading activities. Changes in values of interest rate swaps transferred into Level 3 in 2013 are reported in the statements of consolidated income
(loss) in interest expense and related charges (see Note 9). Activity excludes changes in fair value in the month the positions settled as well as amounts
related to positions entered into and settled in the same quarter.
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16. COMMODITY AND OTHER DERIVATIVE CONTRACTUAL ASSETS AND LIABILITIES

Strategic Use of Derivatives

We transact in derivative instruments, such as options, swaps, futures and forward contracts, to manage commodity price risk. Because certain of these instruments
are deemed to be forward contracts under the Bankruptcy Code, they are not subject to the automatic stay, and counterparties may elect to terminate the
agreements. Prior to the Petition Date, we had entered into interest rate swaps to manage our interest rate risk exposure. See Note 15 for a discussion of the fair
value of derivatives.

Commodity Hedging and Trading Activity   —   We have natural gas hedging positions designed to reduce exposure to changes in future electricity prices due to
changes in the price of natural gas, thereby hedging future revenues from electricity sales and related cash flows. In ERCOT, the wholesale price of electricity has
generally moved with the price of natural gas. We have entered into market transactions involving natural gas-related financial instruments and have sold forward
natural gas through 2016 in order to hedge a portion of electricity price exposure related to expected lignite/coal and nuclear fueled generation. We also enter into
derivatives, including electricity, natural gas, fuel oil, uranium, emission and coal instruments, generally for short-term hedging purposes. Consistent with existing
Bankruptcy Court orders, to a limited extent, we also enter into derivative transactions for proprietary trading purposes, principally in natural gas and electricity
markets. Unrealized gains and losses arising from changes in the fair value of hedging and trading instruments as well as realized gains and losses upon settlement
of the instruments are reported in the statements of consolidated income (loss) in net gain (loss) from commodity hedging and trading activities.

Interest Rate Swap Transactions   —   Interest rate swap agreements have been used to reduce exposure to interest rate changes by converting floating-rate debt to
fixed rates, thereby hedging future interest costs and related cash flows. Interest rate basis swaps were used to effectively reduce the hedged borrowing costs.
Unrealized gains and losses arising from changes in the fair value of the swaps as well as realized gains and losses upon settlement of the swaps were reported in
the statements of consolidated income (loss) in interest expense and related charges. As of December 31, 2015 and 2014, we had no active interest rate swap
derivatives.

Termination of Commodity Hedges and Interest Rate Swaps   — Commodity hedges and interest rate swaps entered into prior to the Petition Date are deemed to
be forward contracts under the Bankruptcy Code. The Bankruptcy Filing constituted an event of default under these arrangements, and in accordance with the
contractual terms, counterparties terminated certain positions shortly after the Bankruptcy Filing. The positions terminated consisted almost entirely of natural gas
hedging positions and interest rate swaps that were secured by a first-lien interest in the same assets of TCEH on a pari passu basis with the TCEH Senior Secured
Facilities and the TCEH Senior Secured Notes.

Entities with a first-lien security interest included counterparties to both our natural gas hedging positions and interest rate swaps, which had entered into master
agreements that provided for netting and setoff of amounts related to these positions. Additionally, certain counterparties to only our interest rate swaps hold the
same first-lien security interest. The net liability recorded for the terminations totaled $1.116 billion, which represented a realized loss of $1.233 billion related to
the interest rate swaps, net of a realized gain of $117 million related to the natural gas hedging positions. Additionally, net accounts payable amounts related to
matured interest rate swaps of $127 million are also secured by the same first-lien secured interest. The total net liability of $1.243 billion is subject to the terms of
settlement of TCEH’s first-lien claims ultimately approved by the Bankruptcy Court and is reported in the consolidated balance sheets as a liability subject to
compromise. Additionally, counterparties associated with the net liability are allowed, and have been receiving, adequate protection payments related to their
claims as permitted by TCEH’s cash collateral order approved by the Bankruptcy Court (see Note 9).

The derivative liability related to the TCEH interest rate swaps included a nonperformance risk adjustment (resulting in a Level 3 valuation). This fair value
adjustment reflected the counterparties’ exposure to our credit
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risk. The amount of the adjustment was after consideration of derivative assets related to natural gas hedging positions with the same counterparties. The difference
between the net liability arising upon the termination of the interest rate swaps and the natural gas hedging positions and the net derivative assets and liabilities
recorded totaled $277 million, substantially all of which represented the nonperformance risk adjustment, and is reported as a noncash charge in reorganization
items in the statements of consolidated income (loss) in accordance with ASC 852 (see Note 10).

Financial Statement Effects of Derivatives

Substantially all derivative contractual assets and liabilities arise from mark-to-market accounting consistent with accounting standards related to derivative
instruments and hedging activities. The following tables provide detail of commodity and other derivative contractual assets and liabilities (with the column totals
representing the net positions of the contracts) as reported in the consolidated balance sheets at December 31, 2015 and 2014 (noncurrent assets and liabilities are
reported in other noncurrent assets and other noncurrent liabilities and deferred credits, respectively). All amounts relate to commodity contracts.
 
   December 31, 2015   December 31, 2014  

   
Derivative

Assets    
Derivative
Liabilities   Total   

Derivative
Assets    

Derivative
Liabilities   Total  

Current assets   $ 465    $ —  $ 465   $ 492    $ —  $ 492  
Noncurrent assets    10     —   10    5     —   5  
Current liabilities    —    (203)   (203)   —    (316)   (316) 
Noncurrent liabilities    —    (1)   (1)   —    (1)   (1) 

    
 

    
 

   
 

   
 

    
 

   
 

Net assets (liabilities)   $ 475    $ (204)  $ 271   $ 497    $ (317)  $ 180  
    

 

    

 

   

 

   

 

    

 

   

 

At December 31, 2015 and 2014, there were no derivative positions accounted for as cash flow or fair value hedges.

The following table presents the pretax effect of derivatives on net income (gains (losses)), including realized and unrealized effects:
 
   Year Ended December 31,  
Derivative (statements of consolidated income (loss) presentation)   2015    2014   2013  
Commodity contracts (Net gain (loss) from commodity hedging and trading activities) (a)   $ 380    $ 17   $ (54) 
Interest rate swaps (Interest expense and related charges) (b)    —    (128)   433  
Interest rate swaps (Reorganization items) (Note 10)    —    (277)   — 

    
 

    
 

   
 

Net gain (loss)   $ 380    $ (388)  $ 379  
    

 

    

 

   

 

 
(a) Amount represents changes in fair value of positions in the derivative portfolio during the period, as realized amounts related to positions settled are assumed

to equal reversals of previously recorded unrealized amounts.
(b) Includes unrealized mark-to-market net gain (loss) as well as the net realized effect on interest paid/accrued, both reported in Interest
Expense
and
Related

Charges
(see Note 9).

The pretax effect (all losses) on net income and other comprehensive income (OCI) of derivative instruments previously accounted for as cash flow hedges was
immaterial in the years ended December 31, 2015, 2014 and 2013. There were no amounts recognized in OCI for the years ended December 31, 2015, 2014 and
2013.

There were no transactions designated as cash flow hedges during the years ended December 31, 2015, 2014 or 2013.
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Accumulated other comprehensive income related to cash flow hedges at December 31, 2015 and 2014 totaled $33 million and $35 million in net losses (after-tax),
respectively, substantially all of which relates to interest rate swaps previously accounted for as cash flow hedges. We expect that $2 million of net losses (after-
tax) related to cash flow hedges included in accumulated other comprehensive income at December 31, 2015 will be reclassified into net income during the next
twelve months as the related hedged transactions affect net income.

Balance Sheet Presentation of Derivatives

Consistent with elections under US GAAP to present amounts on a gross basis, we report derivative assets and liabilities in the consolidated balance sheets without
taking into consideration netting arrangements we have with counterparties. We may enter into offsetting positions with the same counterparty, resulting in both
assets and liabilities. Volatility in underlying commodity prices can result in significant changes in assets and liabilities presented from period to period.

Margin deposits that contractually offset these derivative instruments are reported separately in the consolidated balance sheets. Margin deposits received from
counterparties are either used for working capital or other corporate purposes or are deposited in a separate restricted cash account. At December 31, 2015 and
2014, essentially all margin deposits held were unrestricted.

We maintain standardized master netting agreements with certain counterparties that allow for the netting of positive and negative exposures. Generally, we utilize
the International Swaps and Derivatives Association (ISDA) standardized contract for financial transactions, the Edison Electric Institute standardized contract for
physical power transactions and the North American Energy Standards Board (NAESB) standardized contract for physical natural gas transactions. These contain
credit enhancements that allow for the right to offset assets and liabilities and collateral received in order to reduce credit exposure between us and the
counterparty. These agreements contain specific language related to margin requirements, monthly settlement netting, cross-commodity netting and early
termination netting, which is negotiated with the contract counterparty.

The following tables reconcile our derivative assets and liabilities as presented in the consolidated balance sheets to net amounts after taking into consideration
netting arrangements with counterparties and financial collateral:
 

December 31, 2015  

   
Amounts Presented in

Balance Sheet    
Offsetting 

Instruments (a)   
Financial Collateral 

(Received) Pledged (b)   Net Amounts 
Derivative assets:         
Commodity contracts   $ 475    $ (145)   $ (147)   $ 183  
Derivative liabilities:         
Commodity contracts    (204)    145     6     (53) 

    
 

    
 

    
 

    
 

Net amounts   $ 271    $ —   $ (141)   $ 130  
    

 

    

 

    

 

    

 

 
December 31, 2014  

   
Amounts Presented in

Balance Sheet    
Offsetting 

Instruments (a)   
Financial Collateral 

(Received) Pledged (b)   Net Amounts 
Derivative assets:         
Commodity contracts   $ 497    $ (298)   $ (16)   $ 183  
Derivative liabilities:         
Commodity contracts    (317)    298     2     (17) 

    
 

    
 

    
 

    
 

Net amounts   $ 180    $ —   $ (14)   $ 166  
    

 

    

 

    

 

    

 

 
(a) Amounts presented exclude trade accounts receivable and payable related to settled financial instruments.
(b) Financial collateral consists entirely of cash margin deposits.
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Derivative Volumes   —   The following table presents the gross notional amounts of derivative volumes at December 31, 2015 and 2014:
 

   December 31,    

Unit of Measure
   2015    2014    
Derivative type   Notional Volume    
Natural gas (a)    1,489     1,687    Million MMBtu
Electricity    58,022     22,820    GWh
Congestion Revenue Rights (b)    106,260     89,484    GWh
Coal    10     10    Million US tons
Fuel oil    35     36    Million gallons
Uranium    75     150    Thousand pounds

 
(a) Represents gross notional forward sales, purchases and options transactions, locational basis swaps and other natural gas transactions.
(b) Represents gross forward purchases associated with instruments used to hedge electricity price differences between settlement points within ERCOT.

Credit Risk-Related Contingent Features of Derivatives

The agreements that govern our derivative instrument transactions may contain certain credit risk-related contingent features that could trigger liquidity
requirements in the form of cash collateral, letters of credit or some other form of credit enhancement. Certain of these agreements require the posting of collateral
if our credit rating is downgraded by one or more credit rating agencies; however, due to the Chapter 11 Cases, substantially all of such collateral posting
requirements have already been effective.

At December 31, 2015 and 2014, the fair value of liabilities related to derivative instruments under agreements with credit risk-related contingent features that were
not fully collateralized totaled $58 million and $17 million, respectively. The liquidity exposure associated with these liabilities was reduced by cash and letter of
credit postings with counterparties totaling $31 million and $5 million at December 31, 2015 and 2014, respectively. If all the credit risk-related contingent features
related to these derivatives had been triggered, including cross-default provisions, the remaining liquidity requirements would be immaterial at both December 31,
2015 and 2014.

In addition, certain derivative agreements include indebtedness cross-default provisions that could result in the settlement of such contracts if there were a failure
under other financing arrangements to meet payment terms or to comply with other covenants that could result in the acceleration of such indebtedness. At
December 31, 2015 and 2014, the fair value of derivative liabilities subject to such cross-default provisions were immaterial.

As discussed immediately above, the aggregate fair values of liabilities under derivative agreements with credit risk-related contingent features, including cross-
default provisions, totaled $59 million and $18 million at December 31, 2015 and 2014, respectively. These amounts are before consideration of cash and letter of
credit collateral posted, net accounts receivable and derivative assets under netting arrangements and assets subject to related liens.

Some commodity derivative contracts contain credit risk-related contingent features that do not provide for specific amounts to be posted if the features are
triggered. These provisions include material adverse change, performance assurance, and other clauses that generally provide counterparties with the right to
request additional credit enhancements. The amounts disclosed above exclude credit risk-related contingent features that do not provide for specific amounts or
exposure calculations.
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Concentrations of Credit Risk Related to Derivatives

We have concentrations of credit risk with the counterparties to our derivative contracts. At December 31, 2015, total credit risk exposure to all counterparties
related to derivative contracts totaled $527 million (including associated accounts receivable). The net exposure to those counterparties totaled $199 million at
December 31, 2015 after taking into effect netting arrangements, setoff provisions and collateral, with the largest net exposure to a single counterparty totaling
$110 million. At December 31, 2015, the credit risk exposure to the banking and financial sector represented 78% of the total credit risk exposure and 56% of the
net exposure.

Exposure to banking and financial sector counterparties is considered to be within an acceptable level of risk tolerance because all of this exposure is with
counterparties with investment grade credit ratings. However, this concentration increases the risk that a default by any of these counterparties would have a
material effect on our financial condition, results of operations and liquidity. The transactions with these counterparties contain certain provisions that would
require the counterparties to post collateral in the event of a material downgrade in their credit rating.

We maintain credit risk policies with regard to our counterparties to minimize overall credit risk. These policies authorize specific risk mitigation tools including,
but not limited to, use of standardized master agreements that allow for netting of positive and negative exposures associated with a single counterparty. Credit
enhancements such as parent guarantees, letters of credit, surety bonds, liens on assets and margin deposits are also utilized. Prospective material changes in the
payment history or financial condition of a counterparty or downgrade of its credit quality result in the reassessment of the credit limit with that counterparty. The
process can result in the subsequent reduction of the credit limit or a request for additional financial assurances. An event of default by one or more counterparties
could subsequently result in termination-related settlement payments that reduce available liquidity if amounts are owed to the counterparties related to the
derivative contracts or delays in receipts of expected settlements if the counterparties owe amounts to us.

17. PENSION AND OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPEB) PLANS

Pension Plan

Our subsidiaries are participating employers in the EFH Retirement Plan (the Retirement Plan), a defined benefit pension plan sponsored by EFH Corp. After
amendments in 2012, employees in the Retirement Plan now consist entirely of our active and retired collective bargaining unit employees. The Retirement Plan is
a qualified defined benefit pension plan under Section 401(a) of the Internal Revenue Code of 1986, as amended (Code) and is subject to the provisions of
ERISA. All benefits are funded by the participating employers. The Retirement Plan provides benefits to participants under one of two formulas: (i) a Cash Balance
Formula under which participants earn monthly contribution credits based on their compensation and a combination of their age and years of service, plus monthly
interest credits or (ii) a Traditional Retirement Plan Formula based on years of service and the average earnings of the three years of highest earnings. Under the
Cash Balance Formula, future increases in earnings will not apply to prior service costs. It is EFH Corp.’s policy to fund the Retirement Plan assets only to the
extent deductible under existing federal tax regulations.

Our subsidiaries also participate in EFH Corp.’s supplemental unfunded retirement plans for certain employees whose retirement benefits cannot fully be earned
under the qualified Retirement Plan, the information for which is included below.

Other Postretirement Employee Benefit (OPEB) Plan

Our subsidiaries participate with EFH Corp. and certain other affiliated subsidiaries of EFH Corp. to offer OPEB in the form of health care and life insurance to
eligible employees and their eligible dependents upon the retirement of such employees. For employees retiring on or after January 1, 2002, the retiree
contributions required for such coverage vary based on a formula depending on the retiree’s age and years of service. In 2011,
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we changed the OPEB plan whereby, effective January 1, 2013, Medicare-eligible retirees are subject to a cap on increases in subsidies received under the plan to
offset medical costs.

Pension and OPEB Costs Recognized as Expense

The following details net pension and OPEB costs recognized as expense. Ongoing allocations of pension and OPEB costs are reimbursed to EFH Corp. The
pension and OPEB amounts provided represent allocations to us of amounts related to EFH Corp.’s plans.
 

   Year Ended December 31,  
   2015    2014    2013  
Pension costs   $ 8    $ 7    $ 9  
OPEB costs    3     5     3  

    
 

    
 

    
 

Total benefit costs recognized as expense   $ 11    $ 12    $ 12  
    

 

    

 

    

 

For determining net periodic pension cost, EFH Corp. uses the calculated value method to determine the market-related value of the assets held in trust. EFH Corp.
includes the realized and unrealized gains or losses in the market-related value of assets over a rolling four-year period. Each year, 25% of such gains and losses for
the current year and for each of the preceding three years is included in the market-related value. Each year, the market-related value of assets is increased for
contributions to the plan and investment income and is decreased for benefit payments and expenses for that year. For determining net periodic OPEB cost, EFH
Corp. uses the fair value method of determining the market-related value of the assets held in trust.

Regulatory Recovery of Pension and OPEB Costs

The Texas Public Utility Regulatory Act provides for the recovery by Oncor, in its regulated revenue rates, of pension and OPEB costs applicable to services of
Oncor’s active and retired employees, as well as services of active and retired personnel engaged in TCEH’s activities, related to their service prior to the
deregulation and disaggregation of EFH Corp.’s electric utility business effective January 1, 2002. Accordingly, Oncor and TCEH entered into an agreement
whereby Oncor assumed responsibility for applicable pension and OPEB costs related to those personnel.

Additional Multiemployer Plan Participation Disclosures

We have not been allocated any overfunded asset or underfunded liability related to our participation in EFH Corp.’s pension and OPEB plans. However, we are
jointly and severally liable for all EFH Corp. pension and OPEB plan liabilities and are subject to certain risks including the following:
 

 •  Funding/assets contributed by us may be used to provide benefits to employees from other participating entities;
 

 •  We may be required to bear the unfunded obligations of another participating employer that stops making contributions, and
 

 •  If we stop participating, we may be required to pay an amount to the plan based on the underfunded status of the plan.

Our share of contributions to the Retirement Plan assets was 24% in the year ended December 31, 2015 and 24% in the year ended December 31, 2014. We made
no contributions to the Retirement Plan assets in the year ended December 31, 2013. The Retirement Plan was at least 80% funded pre-petition and 100% funded
subsequent to the Petition Date as determined under the provisions of ERISA. The Employer Identification Number of the Retirement Plan is 75-2669310 and the
plan number is 002.
 

F-59



Table of Contents

Assumed Discount Rate

The discount rate reflected in net periodic pension costs was 4.19%, 5.07% and 4.30% for the years ended December 31, 2015, 2014 and 2013, respectively. The
discount rate reflected in net OPEB costs was 3.81%, 4.98% and 4.10% for the years ended December 31, 2015, 2014 and 2013, respectively. The expected rate of
return on plan assets reflected in the 2015 cost amounts is 5.38% for the pension plan assets.

Contributions in 2015 and 2016

In December 2015, a cash contribution totaling $67 million was made to the Retirement Plan assets, of which $51 million was contributed by Oncor and $16
million was contributed by TCEH, resulting in the plan being fully funded as calculated under the provisions of ERISA. As a result of the Bankruptcy Filing,
participants in the Retirement Plan who choose to retire would not be eligible for the lump sum payout option under the Retirement Plan unless the Retirement Plan
is fully funded. Pension plan funding in 2016 is expected to total $3 million. OPEB plan funding in 2015 totaled $8 million, and funding in 2016 is expected to total
$8 million.

Thrift Plan

Our employees may participate in a qualified savings plan, the EFH Thrift Plan (Thrift Plan). This plan is a participant-directed defined contribution plan intended
to qualify under Section 401(a) of the Code, and is subject to the provisions of ERISA. Under the terms of the Thrift Plan, employees who do not earn more than
the IRS threshold compensation limit used to determine highly compensated employees may contribute, through pre-tax salary deferrals and/or after-tax payroll
deductions, the lesser of 75% of their regular salary or wages or the maximum amount permitted under applicable law. Employees who earn more than such
threshold may contribute from 1% to 20% of their regular salary or wages. Employer matching contributions are also made in an amount equal to 100% (75% for
employees covered under the Traditional Retirement Plan Formula) of the first 6% of employee contributions. Employer matching contributions are made in cash
and may be allocated by participants to any of the plan’s investment options. Our contributions to the Thrift Plan totaled $21 million for each of the years ended
December 31, 2015, 2014 and 2013. In accordance with an agreement in 2014 between Oncor and EFH Corp., Oncor ceased participation in EFH Corp.’s Thrift
Plan effective January 1, 2015 and established its own plan.

18. RELATED-PARTY TRANSACTIONS

The following represent our significant related-party transactions.
 

 

•  Our retail operations pay Oncor for services it provides, principally the delivery of electricity. Expenses recorded for these services, reported in fuel,
purchased power costs and delivery fees, totaled approximately $1.0 billion for each of the years ended December 31, 2015, 2014 and 2013. The fees
are based on rates regulated by the PUCT that apply to all REPs. The consolidated balance sheets at both December 31, 2015 and 2014 reflect amounts
due currently to Oncor totaling $118 million (included in trade accounts and other payables to affiliates) largely related to these electricity delivery
fees.

 

 

•  Notes receivable from EFH Corp. were payable to TCEH on demand (TCEH Demand Notes) and arose from cash loaned for debt principal and
interest payments and other general corporate purposes of EFH Corp. The TCEH Demand Notes were guaranteed by EFIH and EFCH on a senior
unsecured basis. The TCEH Demand Notes were pledged as collateral under the TCEH Senior Secured Facilities. In January 2013, EFIH used $680
million of the proceeds from its August 2012 debt issuance to pay a dividend to EFH Corp., which EFH Corp. used with cash on hand to repay the
entire balance of the TCEH Demand Notes. The average daily balance of the TCEH Demand Notes totaled $57 million for the year ended December
31, 2013. The TCEH Demand Notes carried interest at a rate based on the one-month LIBOR rate plus 5.00%, and interest income related to the TCEH
Demand Notes totaled $3 million for the year ended December 31, 2013.

 

 •  In the first quarter of 2014, a cash contribution totaling $84 million was made to the EFH Corp. retirement plan, of which $64 million was contributed
by Oncor and $20 million was contributed by TCEH. In December 2015, an additional cash contribution totaling $67 million was made to the EFH
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Corp. retirement plan, of which $51 million was contributed by Oncor and $16 million was contributed by TCEH. These contributions resulted in the
EFH Corp. retirement plan being fully funded as calculated under the provisions of ERISA, as amended. As a result of the Bankruptcy Filing,
participants in the EFH Corp. retirement plan who choose to retire would not be eligible for the lump sum payout option under the retirement plan
unless the EFH Corp. retirement plan was fully funded. The payments by TCEH were accounted for as an advance to EFH Corp. that will be settled as
pension expense is allocated to TCEH in the normal course. The balance of the advance totaled $24 million at December 31, 2015, with $6 million
recorded as a current asset and $18 million recorded as a noncurrent asset. The balance of the advance totaled $15 million at December 31, 2014, with
$8 million recorded as a current asset and $7 million recorded as a noncurrent asset.

Receivables from affiliates are measured at historical cost and have historically consisted of notes receivable for cash loaned to EFH Corp. for debt principal and
interest payments and other general corporate purposes of EFH Corp. as discussed above. We review economic conditions, counterparty credit scores and historical
payment activity to assess the overall collectability of our affiliated receivables. There were no credit loss allowances at December 31, 2015 and 2014, respectively.
 

 

•  A subsidiary of EFH Corp. bills our subsidiaries for information technology, financial, accounting and other administrative services at cost. These
charges, which are largely settled in cash and primarily reported in SG&A expenses, totaled $205 million, $204 million and $241 million for the years
ended December 31, 2015, 2014 and 2013, respectively. These amounts include allocated expense, which totaled $10 million and $29 million for the
years ended December 31, 2014 and 2013, respectively, for management fees owed and paid by EFH Corp. to the Sponsor Group. Effective with the
Petition Date, EFH Corp. suspended allocations of such fees to TCEH. Fees accrued as of the Petition Date are classified as LSTC as of December 31,
2014 and were eliminated in December 2015 as part of the Settlement Agreement. Beginning in 2012, we reimburse a subsidiary of EFH Corp. for an
allocated share of technology-related equipment purchased by the subsidiary. Amounts we paid in 2014 and 2013 related to technology-related
equipment totaled $4 million and $29 million and were accounted for as an intangible asset to be amortized over the life of the equipment. Previously,
the depreciation of such equipment was included in the administrative cost billings.

 

 •  See Note 12 for discussion of a letter of credit issued by TCEH in 2014 to a subsidiary of EFH Corp. to secure its amounts payable to the subsidiary
arising from recurring transactions in the normal course.

 

 

•  During 2015, we purchased $16 million in information technology assets from a subsidiary of EFH Corp. and cash settled $14 million of these assets
in 2015 and $2 million in early 2016. In 2014, a subsidiary of EFH Corp. sold information technology assets to us totaling $52 million. We cash settled
$45 million of these transactions and a subsidiary of EFH Corp. cash settled $7 million of this obligation by drawing on the letter of credit issued by
TCEH. The assets are substantially for the use of TCEH and its subsidiaries.

 

 

•  Under Texas regulatory provisions, the trust fund for decommissioning the Comanche Peak nuclear generation facility is funded by a delivery fee
surcharge billed to REPs by Oncor, as collection agent, and remitted monthly to us for contribution to the trust fund with the intent that the trust fund
assets, reported in investments in our consolidated balance sheets, will ultimately be sufficient to fund the actual future decommissioning liability,
reported in noncurrent liabilities in our consolidated balance sheets. The delivery fee surcharges remitted to us totaled $17 million for both of the years
ended December 31, 2015 and 2014 and $16 million for the year ended December 31, 2013. Income and expenses associated with the trust fund and
the decommissioning liability incurred by us are offset by a net change in a receivable/payable that ultimately will be settled through changes in
Oncor’s delivery fee rates. At December 31, 2015 and 2014, the excess of the trust fund balance over the decommissioning liability resulted in a
payable totaling $409 million and $479 million, respectively, reported in other noncurrent liabilities. In November 2015, the PUCT approved
Luminant’s updated nuclear decommissioning cost study and funding analysis.

 

 •  EFH Corp. files consolidated federal income tax and Texas state margin tax returns that include our results; however, under a Federal and State
Income Tax Allocation Agreement, our federal income tax
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and Texas margin tax expense and related balance sheet amounts, including income taxes payable to or receivable from EFH Corp., are recorded as if
we file our own corporate income tax return. As of December 31, 2015, we had current income tax liabilities of $11 million. As of December 31,
2014, we had current income tax liabilities of $17 million and noncurrent income tax liabilities of $631 million payable to EFH Corp. reported as
LSTC. In 2015, $609 million of the income tax liability was eliminated under the terms of the Settlement Agreement. We made tax payments to EFH
Corp. totaling $29 million, $31 million and $143 million for the years ended December 31, 2015, 2014 and 2013, respectively.

Pursuant to the Federal and State Income Tax Allocation Agreement between EFH Corp. and TCEH, in September 2013, TCEH made a federal income tax
payment of $84 million to EFH Corp. related to the 1997 through 2002 IRS appeals settlement. The Plan of Reorganization provides that the Debtors will reject this
agreement at the effective time of the Plan of Reorganization. Under the Settlement Agreement, no further cash payments will be made in respect of federal income
tax. See Note 6.
 

 

•  Certain transmission and distribution utilities in Texas have requirements in place to assure adequate creditworthiness of any REP to support the
REP’s obligation to collect securitization bond-related (transition) charges on behalf of the utility. Under these requirements, as a result of TCEH’s
credit rating being below investment grade, we are required to post collateral support in an amount equal to estimated transition charges over specified
time periods. Accordingly, at both December 31, 2015 and 2014, respectively, we had posted letters of credit and/or cash in the amount of $6 million
and $9 million for the benefit of Oncor.

 

 

•  Oncor and Texas Holdings agreed to the terms of a stipulation with major interested parties to resolve all outstanding issues in the PUCT review
related to the Merger. As part of this stipulation, we would be required to post a letter of credit in an amount equal to $170 million to secure our
payment obligations to Oncor in the event, which has not occurred, two or more rating agencies downgrade Oncor’s credit rating below investment
grade.

 

 
•  In 2007, TCEH entered into the TCEH Senior Secured Facilities with syndicates of financial institutions and other lenders. These syndicates included

affiliates of GS Capital Partners, which is a member of the Sponsor Group. Affiliates of each member of the Sponsor Group have from time to time
engaged in commercial banking transactions with us and/or provided financial advisory services to us, in each case in the normal course of business.

 

 •  Affiliates of GS Capital Partners were parties to certain commodity and interest rate hedging transactions with us in the normal course of business.
 

 •  Affiliates of the Sponsor Group have sold or acquired, and in the future may sell or acquire, debt or debt securities issued by us in open market
transactions or through loan syndications.

 

 

•  As a result of debt repurchase and exchange transactions in 2009 through 2011, EFH Corp. and EFIH held TCEH debt securities at December 31, 2014
as shown below (principal amounts). The $382 million in notes payable as of the Petition Date was classified as LSTC. The amounts of TCEH debt
held by EFIH or EFH Corp. were eliminated as a result of the Settlement Agreement approved by the Bankruptcy Court in December 2015. In
conjunction with the Settlement Agreement approved by the Bankruptcy Court in December 2015, EFH Corp. and EFIH waived their rights to the
claims associated with these debt securities resulting in a gain recorded in reorganization items (see Note 10).

 
   Principal Amount 

TCEH Senior Notes:   
Held by EFH Corp.   $ 284  
Held by EFIH    79  

TCEH Term Loan Facilities:   
Held by EFH Corp.    19  

    
 

Total   $ 382  
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Interest expense on the notes totaled $1 million, $13 million and $38 million for the years ended December 31, 2015, 2014 and 2013, respectively. Contractual
interest, not paid or recorded, totaled $37 million and $25 million for the years ended December 31, 2015 and 2014, respectively. See Note 9.

19. SUPPLEMENTARY FINANCIAL INFORMATION

Restricted Cash
 
   December 31, 2015    December 31, 2014  

   
Current
Assets    

Noncurrent
Assets    

Current
Assets    

Noncurrent
Assets  

Amounts related to the DIP Facility (Note 11)   $ 519    $ —   $ —   $ 350  
Amounts related to TCEH’s pre-petition Letter of Credit 

Facility (Note 12) (a)    —    507     —    551  
Other    —      2    

    
 

    
 

    
 

    
 

Total restricted cash   $ 519    $ 507    $ 2    $ 901  
    

 

    

 

    

 

    

 

 
(a) See Note 12 for discussion of letter of credit draws in 2014 and 2015.

Trade Accounts Receivable
 

   December 31,  
   2015    2014  
Wholesale and retail trade accounts receivable   $542    $603  
Allowance for uncollectible accounts    (9)    (15) 

    
 

    
 

Trade accounts receivable — net   $533    $588  
    

 

    

 

Gross trade accounts receivable at December 31, 2015 and 2014 included unbilled revenues of $231 million and $239 million, respectively.

Allowance for Uncollectible Accounts Receivable
 

   Year Ended December 31,  
     2015       2014       2013   
Allowance for uncollectible accounts receivable at beginning of period   $ 15    $ 14    $ 9  

Increase for bad debt expense    34     38     33  
Decrease for account write-offs    (40)    (37)    (28) 

    
 

    
 

    
 

Allowance for uncollectible accounts receivable at end of period   $ 9    $ 15    $ 14  
    

 

    

 

    

 

Variable Interest Entities

A variable interest entity (VIE) is an entity with which we have a relationship or arrangement that indicates some level of control over the entity or results in
economic risks to us. Accounting standards require consolidation of a VIE if we have (a) the power to direct the significant activities of the VIE and (b) the right or
obligation to absorb profit and loss from the VIE ( i.e.
, we are the primary beneficiary of the VIE). In determining the appropriateness of consolidation of a VIE,
we evaluate its purpose, governance structure, decision making processes and risks that are passed on to its interest holders. We also examine the nature of any
related party relationships among the interest holders of the VIE and the nature of any special rights granted to the interest holders of the VIE. There are no material
investments accounted for under the equity or cost method.
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Prior to the fourth quarter of 2014, we consolidated as a VIE Comanche Peak Nuclear Power Company LLC (CPNPC), a joint venture formed by subsidiaries of
TCEH and Mitsubishi Heavy Industries Ltd. (MHI) for the purpose of developing two new nuclear generation units at our existing Comanche Peak nuclear fueled
generation facility. In the fourth quarter of 2014, the MHI subsidiary withdrew from the joint venture. As a result, the TCEH subsidiary owns 100% of CPNPC,
CPNPC no longer qualifies as a VIE and CPNPC is now consolidated as a wholly owned subsidiary. See Note 8 for additional discussion of CPNPC, including
impairment of essentially all of its assets in 2013.

Inventories by Major Category
 

   December 31,  
   2015    2014  
Materials and supplies   $226    $214  
Fuel stock    170     215  
Natural gas in storage    32     39  

    
 

    
 

Total inventories   $428    $468  
    

 

    

 

Investments
 

   December 31,  
   2015    2014  
Nuclear plant decommissioning trust   $918    $893  
Land    36     37  
Miscellaneous other    8     11  

    
 

    
 

Total investments   $962    $941  
    

 

    

 

Nuclear Decommissioning Trust   —   Investments in a trust that will be used to fund the costs to decommission the Comanche Peak nuclear generation plant are
carried at fair value. Decommissioning costs are being recovered from Oncor’s customers as a delivery fee surcharge over the life of the plant and deposited by
TCEH in the trust fund. Income and expense associated with the trust fund and the decommissioning liability are offset by a corresponding change in a
receivable/payable (currently a payable reported in noncurrent liabilities) that will ultimately be settled through changes in Oncor’s delivery fees rates (see Note
18). The nuclear decommissioning trust fund is not a debtor under the Chapter 11 Cases. A summary of investments in the fund follows:
 

   December 31, 2015  

   Cost (a)   Unrealized gain   Unrealized loss   
Fair market

value  
Debt securities (b)   $ 310    $ 11    $ (2)   $ 319  
Equity securities (c)    291    315     (7)    599  

    
 

    
 

    
 

    
 

Total   $ 601    $ 326    $ (9)   $ 918  
    

 

    

 

    

 

    

 

 
   December 31, 2014  

   Cost (a)   Unrealized gain   Unrealized loss   
Fair market

value  
Debt securities (b)   $ 288    $ 13    $ —   $ 301  
Equity securities (c)    276     320     (4)    592  

    
 

    
 

    
 

    
 

Total   $ 564    $ 333    $ (4)   $ 893  
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(a) Includes realized gains and losses on securities sold.
(b) The investment objective for debt securities is to invest in a diversified tax efficient portfolio with an overall portfolio rating of AA or above as graded by

S&P or Aa2 by Moody’s. The debt securities are heavily weighted with municipal bonds. The debt securities had an average coupon rate of 3.68% and
4.35% at December 31, 2015 and 2014, respectively, and an average maturity of 8 years and 6 years at December 31, 2015 and 2014, respectively.

(c) The investment objective for equity securities is to invest tax efficiently and to match the performance of the S&P 500 Index.

Debt securities held at December 31, 2015 mature as follows: $102 million in one to five years, $75 million in five to ten years and $142 million after ten years.

The following table summarizes proceeds from sales of available-for-sale securities and the related realized gains and losses from such sales.
 

   Year Ended December 31,  
   2015    2014    2013  
Realized gains   $ 1    $ 11    $ 2  
Realized losses   $ (1)   $ (2)   $ (4) 
Proceeds from sales of securities   $ 401    $ 314    $ 175  
Investments in securities   $(418)   $(331)   $(191) 

Property, Plant and Equipment
 
   December 31,  
   2015    2014  
Generation and mining (Note 8)   $10,886    $14,986  
Other assets    546     526  

    
 

    
 

Total    11,432     15,512  
Less accumulated depreciation    2,654     3,948  

    
 

    
 

Net of accumulated depreciation    8,778     11,564  
Construction work in progress    323     459  
Nuclear fuel (net of accumulated amortization of $1.383 billion and $1.237 billion)    248     265  

    
 

    
 

Property, plant and equipment — net   $ 9,349    $12,288  
    

 

    

 

Depreciation expense totaled $767 million, $1.154 billion and $1.231 billion for the years ended December 31, 2015, 2014 and 2013, respectively.

Assets related to capital leases included above totaled $1 million and $51 million at December 31, 2015 and 2014, respectively, net of accumulated depreciation.

In conjunction with the impairment charges taken in 2014 and 2015 (see Note 8), we reviewed the estimated useful life of the impaired generation facilities. The
estimated remaining useful lives range from 17 to 54 years for the lignite/coal and nuclear fueled generation units. Those estimated lives are subject to change as
market factors evolve, including changes in environmental regulation and wholesale electricity price forecasts.

Asset Retirement and Mining Reclamation Obligations

These liabilities primarily relate to nuclear generation plant decommissioning, land reclamation related to lignite mining, removal of lignite/coal fueled plant ash
treatment facilities and generation plant asbestos removal and
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disposal costs. There is no earnings impact with respect to changes in the nuclear plant decommissioning liability, as all costs are recoverable through the
regulatory process as part of Oncor’s delivery fees.

We have established an estimated $69 million asset retirement obligation related to the Disposal of Coal Combustion Residuals from Electric Utilities rule for our
existing facilities.

The following table summarizes the changes to these obligations, reported in other current liabilities and other noncurrent liabilities and deferred credits in the
consolidated balance sheets, for the years ended December 31, 2015 and 2014:
 

   
Nuclear Plant 

Decommissioning   
Mining Land
Reclamation    Other   Total  

Liability at January 1, 2014   $ 390    $ 98    $ 36    $524  
Additions:         

Accretion    23     22     3     48  
Incremental reclamation costs (a)    —    127     —    127  

Reductions:         
Payments    —    (82)    (3)    (85) 

    
 

    
 

    
 

    
 

Liability at December 31, 2014   $ 413    $ 165    $ 36    $614  
Additions:         

Accretion    25     20     6     51  
Adjustment for new cost estimate (b)    70     —    —    70  
Incremental reclamation costs (c)    —    84     69     153  

Reductions:         
Payments    —    (54)    (4)    (58) 

    
 

    
 

    
 

    
 

Liability at December 31, 2015    508     215     107     830  
Less amounts due currently    —    (66)    —    (66) 

    
 

    
 

    
 

    
 

Noncurrent liability at December 31, 2015   $ 508    $ 149    $ 107    $764  
    

 

    

 

    

 

    

 

 
(a) The increase in the mining reclamation liability of $127 million during 2014 was primarily due to final remediation for certain mines occurring sooner than

previously estimated and increases in remediation cost estimates at other mining locations.
(b) The adjustment for nuclear plant decommissioning resulted from a new cost estimate completed in the second quarter of 2015. Under applicable accounting

standards, the liability is remeasured when significant changes in the amount or timing of cash flows occurs, and PUCT rules require a new cost estimate at
least every five years. The increase in the liability was driven by increased security and fuel-handling costs.

(c) The adjustment for other asset retirement obligations resulted from the effect on our estimated retirement obligation related to coal combustion residual
facilities at our lignite/coal fueled generation facilities that arose from the CCR rule discussed above.

Other Noncurrent Liabilities and Deferred Credits

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

   December 31,  
   2015    2014  
Uncertain tax positions (including accrued interest) (Note 5)   $ 41    $ 75  
Asset retirement and mining reclamation obligations    764     560  
Unfavorable purchase and sales contracts    543     566  
Nuclear decommissioning fund excess over asset retirement obligation (Note 18)    409     479  
Other, including retirement and other employee benefits    23     21  

    
 

    
 

Total other noncurrent liabilities and deferred credits   $1,780    $1,701  
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Unfavorable
Purchase
and
Sales
Contracts


— The amortization of unfavorable purchase and sales contracts totaled $23 million, $23 million and $25 million for
the years ended December 31, 2015, 2014 and 2013, respectively. See Note 4 for intangible assets related to favorable purchase and sales contracts.

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

Year   Amount 
2016   $ 24  
2017   $ 24  
2018   $ 24  
2019   $ 24  
2020   $ 24  

Fair Value of Debt
 
   December 31, 2015    December 31, 2014  

Debt:   
Carrying
Amount    

Fair 
Value    

Carrying
Amount    

Fair 
Value  

Borrowings under debtor-in-possession credit facility (Note 11)   $ 1,425    $1,411    $ 1,425    $1,430  
Long-term debt, not subject to compromise, excluding capital lease obligations   $ 14    $ 15    $ 29    $ 27  

We determine fair value in accordance with accounting standards as discussed in Note 15, and at December 31, 2015, our debt fair value represents Level 2
valuations. We obtain security pricing from an independent party who uses broker quotes and third-party pricing services to determine fair values. Where relevant,
these prices are validated through subscription services such as Bloomberg. The fair value estimates of our pre-petition notes, loans and other debt reported as
liabilities subject to compromise have been excluded from the table above. As a result of our ongoing Chapter 11 Cases, obtaining the fair value estimates of our
pre-petition debt subject to compromise as of December 31, 2015 is impractical, and the fair values will ultimately be decided through the Chapter 11 Cases.

Supplemental Cash Flow Information
 

   Year Ended December 31,  
   2015    2014    2013  
Cash payments related to:       

Interest paid (a)   $1,298    $1,252    $2,686  
Capitalized interest    (11)    (17)    (25) 

    
 

    
 

    
 

Interest paid (net of capitalized interest) (a)   $1,287    $1,235    $2,661  
Income taxes   $ 29    $ 31    $ 143  
Reorganization items (b)   $ 224    $ 93    $ — 

Noncash investing and financing activities:       
Contribution to membership interests   $ —   $ 2    $ 2  
Construction expenditures (c)   $ 75    $ 108    $ 45  
Debt extension transactions (d)   $ —   $ —   $ (340) 
Debt assumed related to acquired combustion turbine trust interest   $ —   $ —   $ (45) 

 
(a) Net of amounts received under interest rate swap agreements. For the years ended December 31, 2015 and 2014, this amount also includes amounts paid for

adequate protection.
(b) Represents cash payments for legal and other consulting services.
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(c) Represents end-of-period accruals.
(d) Principal amounts of incremental loans under the TCEH Term Loan Facilities issued in consideration for the extension of the maturity date of such facilities.

20. SUPPLEMENTAL GUARANTOR FINANCIAL INFORMATION

At December 31, 2015 TCEH and TCEH Finance, as Co-Issuers, had outstanding $4.874 billion aggregate principal amount of pre-petition 10.25% Senior Notes
Due 2015, 10.25% Senior Notes due 2015 Series B and Toggle Notes (collectively, the TCEH Senior Notes) and $1.571 billion aggregate principal amount of pre-
petition 15% Senior Secured Second Lien Notes due 2021 and 15% Senior Secured Second Lien Notes due 2021 (Series B) (collectively, the TCEH Senior Secured
Second Lien Notes). The TCEH Senior Notes and the TCEH Senior Secured Second Lien Notes are unconditionally guaranteed by EFCH and by each subsidiary
(all 100% owned by TCEH) that guarantees the TCEH Senior Secured Facilities (collectively, the Guarantors). The guarantees issued by the Guarantors are full and
unconditional, joint and several guarantees of the TCEH Senior Notes and the TCEH Senior Secured Second Lien Notes. The guarantees of the TCEH Senior Notes
rank equally with any senior unsecured indebtedness of the Guarantors and rank effectively junior to all of the secured indebtedness of the Guarantors to the extent
of the assets securing that indebtedness. The guarantees of the TCEH Senior Secured Second Lien Notes rank equally in right of payment with all senior
indebtedness of TCEH, are senior in right of payment to all existing or future unsecured debt of TCEH to the extent of the value of the TCEH Collateral (after
taking into account any first-priority liens on the TCEH Collateral) and are senior in right of payment to any future subordinated debt of TCEH. These notes are
effectively subordinated to TCEH’s obligations under the TCEH Senior Secured Facilities, the TCEH Senior Secured Notes and TCEH’s commodity and interest
rate hedges that are secured by a first-priority lien on the TCEH Collateral and any future obligations subject to first-priority liens on the TCEH Collateral, to the
extent of the value of the TCEH Collateral (see Note 12). All other subsidiaries of EFCH, either direct or indirect, do not guarantee the TCEH Senior Notes or
TCEH Senior Secured Second Lien Notes (collectively the Non-Guarantors). The indentures governing the TCEH Senior Notes and the TCEH Senior Secured
Second Lien Notes contain certain restrictions, subject to certain exceptions, on TCEH’s ability to pay dividends or make investments. See Note 12.

The following tables have been prepared in accordance with SEC Regulation S-X Rule 3-10, Financial
Statements
of
Guarantors
and
Issuers
of
Guaranteed
Securities
Registered
or
Being
Registered
in order to present the statements of consolidating income (loss) and of cash flows of TCEH (Parent Issuer), the
Guarantors and the Non-Guarantors for the years ended December 31, 2015, 2014 and 2013 and the consolidating balance sheets at December 31, 2015 and
December 31, 2014 of the Parent Issuer, the Guarantors and the Non-Guarantors. Investments in consolidated subsidiaries are accounted for under the equity
method. TCEH Finance’s sole function is to be the co-issuer of certain TCEH debt securities; therefore, it has no other independent assets, liabilities or operations.
Amounts reported as advances to affiliates arise from recurring intercompany transactions among EFCH, TCEH and TCEH’s subsidiaries in the normal course of
business. In consideration of the Bankruptcy Filing, the ultimate settlement of the advances is uncertain and is dependent on the Chapter 11 plan ultimately
approved. Accordingly, as of December 31, 2015, the Other Guarantors’ pre-petition advances from parent have been reclassified to membership interests as a
noncash transaction.

TCEH (parent entity) received no dividends/distributions from its consolidated subsidiaries for the years ended December 31, 2015, 2014 and 2013.
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION

Consolidating Statements of Income (Loss)
Year Ended December 31, 2015

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Operating revenues   $ —  $ 5,370   $ —  $ —  $ 5,370  
Fuel, purchased power costs and delivery fees    —   (2,692)   —   —   (2,692) 
Net gain from commodity hedging and trading activities    —   334    —   —   334  
Operating costs    —   (834)   —   —   (834) 
Depreciation and amortization    (8)   (844)   —   —   (852) 
Selling, general and administrative expenses    5    (681)   —   —   (676) 
Impairment of goodwill    (2,200)   —   —   —   (2,200) 
Impairment of long-lived assets    —   (2,541)   —   —   (2,541) 
Other income    —   12    5    —   17  
Other deductions    (2)   (91)   —   —   (93) 
Interest income    26    125    —   (150)   1  
Interest expense and related charges    (1,419)   (19)   —   149    (1,289) 
Reorganization items    (1,428)   1,327    —   —   (101) 

    
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes    (5,026)   (534)   5    (1)   (5,556) 
Income tax benefit (expense)    697    164    (4)   22    879  
Equity earnings (losses) of subsidiaries    (348)   1    —   347    — 

    
 

   
 

   
 

   
 

   
 

Net income (loss)    (4,677)   (369)   1    368    (4,677) 
Net income (loss) attributable to noncontrolling interests    —   —   —   —   — 

    
 

   
 

   
 

   
 

   
 

Net income (loss) attributable to TCEH   $ (4,677)  $ (369)  $ 1   $ 368   $ (4,677) 
    

 

   

 

   

 

   

 

   

 

Consolidating Statements of Comprehensive Income (Loss)
Year Ended December 31, 2015

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors   Eliminations   Consolidated 

Net income (loss)    (4,677)   (369)   1     368     (4,677) 
Other comprehensive income    2    —   —    —    2  

    
 

   
 

   
 

    
 

    
 

Comprehensive income (loss)    (4,675)   (369)   1     368     (4,675) 
Comprehensive income (loss) attributable to

noncontrolling interests    —   —   —    —    — 
    

 
   

 
   

 
    

 
    

 

Comprehensive income (loss) attributable to TCEH   $ (4,675)  $ (369)  $ 1    $ 368    $ (4,675) 
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION

Consolidating Statements of Income (Loss)
Year Ended December 31, 2014

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Operating revenues   $ —  $ 5,978   $ —  $ —  $ 5,978  
Fuel, purchased power costs and delivery fees    —   (2,842)   —   —   (2,842) 
Net gain (loss) from commodity hedging and trading activities   (90)   101    —   —   11  
Operating costs    —   (914)   —   —   (914) 
Depreciation and amortization    —   (1,270)   —   —   (1,270) 
Selling, general and administrative expenses    (29)   (677)   (2)   —   (708) 
Impairment of goodwill    (1,600)   —   —   —   (1,600) 
Impairment of long-lived assets    —   (4,670)   —   —   (4,670) 
Other income    —   14    2    —   16  
Other deductions    (4)   (277)   —   —   (281) 
Interest income    81    285    —   (366)   — 
Interest expense and related charges    (2,045)   (802)   —   1,098    (1,749) 
Reorganization items    (500)   (21)   —   1    (520) 

    
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes    (4,187)   (5,095)   —   733    (8,549) 
Income tax benefit (expense)    846    1,710    1    (237)   2,320  
Equity earnings (losses) of subsidiaries    (2,888)   1    —   2,887    — 

    
 

   
 

   
 

   
 

   
 

Net income (loss)    (6,229)   (3,384)   1    3,383    (6,229) 
Net income (loss) attributable to noncontrolling interests    —   —   —   —   — 

    
 

   
 

   
 

   
 

   
 

Net income (loss) attributable to TCEH   $ (6,229)  $ (3,384)  $ 1   $ 3,383   $ (6,229) 
    

 

   

 

   

 

   

 

   

 

Consolidating Statements of Comprehensive Income (Loss)
Year Ended December 31, 2014

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors   Eliminations   Consolidated 

Net income (loss)   $ (6,229)  $ (3,384)  $ 1    $ 3,383    $ (6,229) 
Other comprehensive income    1    —   —    —    1  

    
 

   
 

   
 

    
 

    
 

Comprehensive income (loss)    (6,228)   (3,384)   1     3,383     (6,228) 
Comprehensive income (loss) attributable to noncontrolling

interests    —   —   —    —    — 
    

 
   

 
   

 
    

 
    

 

Comprehensive income (loss) attributable to TCEH   $ (6,228)  $ (3,384)  $ 1    $ 3,383    $ (6,228) 
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION

Consolidating Statements of Income (Loss)
Year Ended December 31, 2013

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Operating revenues   $ —  $ 5,899   $ 59   $ (59)  $ 5,899  
Fuel, purchased power costs and delivery fees    —   (2,848)   —   —   (2,848) 
Net gain (loss) from commodity hedging and trading activities    (56)   2    —   —   (54) 
Operating costs    —   (881)   —   —   (881) 
Depreciation and amortization    —   (1,333)   —   —   (1,333) 
Selling, general and administrative expenses    (64)   (723)   (28)   59    (756) 
Impairment of goodwill    (1,000)   —   —   —   (1,000) 
Impairment of long-lived assets    —   —   (140)   —   (140) 
Other income    —   9    —   —   9  
Other deductions    —   (22)   —   —   (22) 
Interest income    243    795    —   (1,032)   6  
Interest expense and related charges    (2,716)   (2,462)   (10)   3,272    (1,916) 

    
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes    (3,593)   (1,564)   (119)   2,240    (3,036) 
Income tax benefit (expense)    828    664    4    (764)   732  
Equity earnings (losses) of subsidiaries    461    (23)   —   (438)   — 

    
 

   
 

   
 

   
 

   
 

Net loss    (2,304)   (923)   (115)   1,038    (2,304) 
Net loss attributable to noncontrolling interests    107    —   107    (107)   107  

    
 

   
 

   
 

   
 

   
 

Net loss attributable to TCEH   $ (2,197)  $ (923)  $ (8)  $ 931   $ (2,197) 
    

 

   

 

   

 

   

 

   

 

Consolidating Statements of Comprehensive Income (Loss)
Year Ended December 31, 2013

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Net loss   $ (2,304)  $ (923)  $ (115)  $ 1,038   $ (2,304) 
Other comprehensive income    6    —   —   —   6  

    
 

   
 

   
 

   
 

   
 

Comprehensive loss    (2,298)   (923)   (115)   1,038    (2,298) 
Comprehensive loss attributable to noncontrolling interests    107    —   107    (107)   107  

    
 

   
 

   
 

   
 

   
 

Comprehensive loss attributable to TCEH   $ (2,191)  $ (923)  $ (8)  $ 931   $ (2,191) 
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION

Consolidating Statements of Cash Flows
Year Ended December 31, 2015

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Cash provided by (used in) operating activities   $ (1,607)  $ 1,846   $ (2)  $ —  $ 237  
    

 
   

 
   

 
   

 
   

 

Cash flows — financing activities:       
Fees paid for DIP Facility    (9)   —   —   —   (9) 
Notes/advances due to affiliates    1,297    —   2    (1,299)   — 
Repayments/repurchases of debt    —   (21)   —   —   (21) 

    
 

   
 

   
 

   
 

   
 

Cash provided by (used in) financing activities    1,288    (21)   2    (1,299)   (30) 
    

 
   

 
   

 
   

 
   

 

Cash flows — investing activities:       
Capital expenditures    (2)   (335)   —   —   (337) 
Nuclear fuel purchases    —   (123)   —   —   (123) 
Settlements of notes due from affiliates    —   (1,336)   —   1,299    (37) 
Changes in restricted cash    (124)   1    —   —   (123) 
Proceeds from sales of nuclear decommissioning trust fund

securities    —   401    —   —   401  
Investments in nuclear decommissioning trust fund

securities    —   (418)   —   —   (418) 
Other, net    (13)   (9)   9    —   (13) 

    
 

   
 

   
 

   
 

   
 

Cash provided by (used in) investing activities    (139)   (1,819)   9    1,299    (650) 
    

 
   

 
   

 
   

 
   

 

Net change in cash and cash equivalents    (458)   6    9    —   (443) 
Cash and cash equivalents — beginning balance    1,826    16    1    —   1,843  

    
 

   
 

   
 

   
 

   
 

Cash and cash equivalents — ending balance   $ 1,368   $ 22   $ 10   $ —  $ 1,400  
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION

Consolidating Statements of Cash Flows
Year Ended December 31, 2014

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Cash provided by (used in) operating activities   $ (1,498)  $ 1,947   $ (5)  $ —  $ 444  
    

 
   

 
   

 
   

 
   

 

Cash flows — financing activities:       
Proceeds from the DIP Facility    1,425    —   —   —   1,425  
Fees paid for the DIP Facility    (92)   —   —   —   (92) 
Notes/advances due to affiliates    1,462    —   —   (1,462)   — 
Repayments/repurchases of debt    (203)   (20)   —   —   (223) 
Other, net    —   —   1    —   1  

    
 

   
 

   
 

   
 

   
 

Cash provided by (used in) financing activities    2,592    (20)   1    (1,462)   1,111  
    

 
   

 
   

 
   

 
   

 

Cash flows — investing activities:       
Capital expenditures    —   (336)   —   —   (336) 
Nuclear fuel purchases    —   (77)   —   —   (77) 
Notes due from affiliates    —   (1,496)   —   1,462    (34) 
Purchase of right to use certain computer-related assets from

parent    —   (4)   —   —   (4) 
Changes in restricted cash    44    (2)   —   —   42  
Proceeds from sales of nuclear decommissioning trust fund

securities    —   314    —   —   314  
Investments in nuclear decommissioning trust fund

securities    —   (331)   —   —   (331) 
Other, net    (37)   5    —   —   (32) 

    
 

   
 

   
 

   
 

   
 

Cash provided by (used in) investing activities    7    (1,927)   —   1,462    (458) 
    

 
   

 
   

 
   

 
   

 

Net change in cash and cash equivalents    1,101    —   (4)   —   1,097  
Cash and cash equivalents — beginning balance    725    16    5    —   746  

    
 

   
 

   
 

   
 

   
 

Cash and cash equivalents — ending balance   $ 1,826   $ 16   $ 1   $ —  $ 1,843  
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION

Consolidating Statements of Cash Flows
Year Ended December 31, 2013

(millions of dollars)
 
   Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

Cash provided by (used in) operating activities   $ (1,643)  $ 1,458   $ (85)  $ —  $ (270) 
    

 
   

 
   

 
   

 
   

 

Cash flows — financing activities:       
Notes due to affiliates    1,461    —   —   (1,456)   5  
Repayments/repurchases of long-term debt    (64)   (30)   —   —   (94) 
Net short-term borrowings under accounts receivable

securitization program    —   —   (82)   —   (82) 
Contributions from parent    —   —   136    (136)   — 
Other, net    —   —   (4)   —   (4) 

    
 

   
 

   
 

   
 

   
 

Cash provided by (used in) financing activities    1,397    (30)   50    (1,592)   (175) 
    

 
   

 
   

 
   

 
   

 

Cash flows — investing activities:       
Capital expenditures    —   (467)   (5)   —   (472) 
Nuclear fuel purchases    —   (116)   —   —   (116) 
Notes due from affiliates    —   (758)   —   1,456    698  
Investment in subsidiary    (146)   10    —   136    — 
Purchase of right to use certain computer-related assets from

parent    —   (29)   —   —   (29) 
Acquisition of combustion turbine trust interest    —   (40)    —   (40) 
Changes in restricted cash    2    —   —   —   2  
Proceeds from sales of nuclear decommissioning trust fund

securities    —   175    —   —   175  
Investments in nuclear decommissioning trust fund

securities    —   (191)   —   —   (191) 
Other, net    —   (11)   —   —   (11) 

    
 

   
 

   
 

   
 

   
 

Cash provided by (used in) investing activities    (144)   (1,427)   (5)   1,592    16  
    

 
   

 
   

 
   

 
   

 

Net change in cash and cash equivalents    (390)   1    (40)   —   (429) 
Cash and cash equivalents — beginning balance    1,115    15    45    —   1,175  

    
 

   
 

   
 

   
 

   
 

Cash and cash equivalents — ending balance   $ 725   $ 16   $ 5   $ —  $ 746  
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TEXAS COMPETITIVE ELECTRIC
HOLDINGS COMPANY LLC AND SUBSIDIARIES

A DEBTOR-IN-POSSESSION
Consolidating Balance Sheets

December 31, 2015
(millions of dollars)

 
  Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

ASSETS      
Current assets:      

Cash and cash equivalents  $ 1,368   $ 22   $ 10   $ —  $ 1,400  
Restricted cash   519    —   —   —   519  
Advances to parent and affiliates   6    —   —   28    34  
Trade accounts receivable — net   —   533    —   —   533  
Accounts receivable from affiliates   92    —   —   (92)   — 
Inventories   —   428    —   —   428  
Commodity and other derivative contractual assets   —   465    —   —   465  
Other current assets   3    68    —   —   71  

   
 

   
 

   
 

   
 

   
 

Total current assets   1,988    1,516    10    (64)   3,450  
Restricted cash   507    —   —   —   507  
Advances to parent and affiliates   18    —   —   2    20  
Investments   9,095    983    5    (9,121)   962  
Property, plant and equipment — net   12    9,334    3    —   9,349  
Goodwill   152    —   —   —   152  
Identifiable intangible assets — net   31    1,148    —   —   1,179  
Accumulated deferred income taxes   438    393    11    (842)   — 
Other noncurrent assets   1    38    —   —   39  

   
 

   
 

   
 

   
 

   
 

Total assets  $ 12,242   $ 13,412   $ 29   $ (10,025)  $ 15,658  
   

 

   

 

   

 

   

 

   

 

LIABILITIES AND EQUITY      
Current liabilities:      

Borrowings under credit and other facilities  $ 1,425   $ —  $ —  $ —  $ 1,425  
Long-term debt due currently   —   16    —   —   16  
Trade accounts payable   21    373    —   —   394  
Trade accounts and other payables to affiliates   —   211    —   (91)   120  
Commodity and other derivative contractual liabilities   —   203    —   —   203  
Margin deposits related to commodity positions   —   152    —   —   152  
Accrued income taxes payable to parent   —   10    —   1    11  
Accrued taxes other than income   —   98    —   —   98  
Accrued interest   119    1    —   —   120  
Other current liabilities   32    242    —   (1)   273  

   
 

   
 

   
 

   
 

   
 

Total current liabilities   1,597    1,306    —   (91)   2,812  
Accumulated deferred income taxes  $ —  $ —  $ —  $ 213   $ 213  
Commodity and other derivative contractual liabilities   —   —   —   —   — 
Long-term debt, less amounts due currently   —   3    —   —   3  
Liabilities subject to compromise   43,468    31,601    —   (41,335)   33,734  
Other noncurrent liabilities and deferred credits   (4)   1,784    2    (2)   1,780  

   
 

   
 

   
 

   
 

   
 

Total liabilities   45,061    34,694    2    (41,215)   38,542  
   

 
   

 
   

 
   

 
   

 

Total membership interests   (32,819)   (21,282)   27    31,190    (22,884) 
   

 
   

 
   

 
   

 
   

 

Total liabilities and membership interests  $ 12,242   $ 13,412   $ 29   $ (10,025)  $ 15,658  
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC AND SUBSIDIARIES
A DEBTOR-IN-POSSESSION
Consolidating Balance Sheets

December 31, 2014
(millions of dollars)

 
  Parent Issuer  

Other 
Guarantors  

Non- 
guarantors  Eliminations  Consolidated 

ASSETS      
Current assets:      

Cash and cash equivalents  $ 1,826   $ 16   $ 1   $ —  $ 1,843  
Restricted cash   —   2    —   —   2  
Advances to parent and affiliates   8    1,179    —   (1,171)   16  
Trade accounts receivable — net   —   588    —   —   588  
Income taxes receivable   176    —   —   (176)   — 
Inventories   —   468    —   —   468  
Commodity and other derivative contractual assets   —   492    —   —   492  
Other current assets   9    58    —   —   67  

   
 

   
 

   
 

   
 

   
 

Total current assets   2,019    2,803    1    (1,347)   3,476  
Restricted cash   901    —   —   —   901  
Advances to parent and affiliates   7    —   —   2    9  
Investments   10,845    958    8    (10,870)   941  
Property, plant and equipment — net   34    12,251    3    —   12,288  
Goodwill   2,352    —   —   —   2,352  
Identifiable intangible assets — net   14    1,322    —   —   1,336  
Accumulated deferred income taxes   757    —   15    (772)   — 
Other noncurrent assets   3    37    —   —   40  

   
 

   
 

   
 

   
 

   
 

Total assets  $ 16,932   $ 17,371   $ 27   $ (12,987)  $ 21,343  
   

 

   

 

   

 

   

 

   

 

LIABILITIES AND EQUITY      
Current liabilities:      

Notes/advances from affiliates  $ 1,171   $ —  $ —  $ (1,171)  $ — 
Long-term debt due currently   —   21    —   —   21  
Trade accounts payable   7    375    —   —   382  
Trade accounts and other payables to affiliates   7    154    2    —   163  
Commodity and other derivative contractual liabilities   —   316    —   —   316  
Margin deposits related to commodity positions   —   26    —   —   26  
Accumulated deferred income taxes   47    43    —   —   90  
Accrued income taxes payable to parent   —   192    —   (175)   17  
Accrued taxes other than income   —   107    —   —   107  
Accrued interest   116    1    —   —   117  
Other current liabilities   37    228    —   (2)   263  

   
 

   
 

   
 

   
 

   
 

Total current liabilities   1,385    1,463    2    (1,348)   1,502  
Borrowings under debtor-in-possession credit facilities   1,425    —   —   —   1,425  
Long-term debt, less amounts due currently   —   51    —   —   51  
Liabilities subject to compromise   42,239    32,581    —   (40,929)   33,891  
Accumulated deferred income taxes   —   944    —   38    982  
Commodity and other derivative contractual liabilities   —   1    —   —   1  
Other noncurrent liabilities and deferred credits   (3)   1,702    —   1    1,700  

   
 

   
 

   
 

   
 

   
 

Total liabilities   45,046    36,742    2    (42,238)   39,552  
   

 
   

 
   

 
   

 
   

 

Total membership interests   (28,114)   (19,371)   25    29,251    (18,209) 
   

 
   

 
   

 
   

 
   

 

Total liabilities and membership interests  $ 16,932   $ 17,371   $ 27   $ (12,987)  $ 21,343  
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GLOSSARY

When the following terms and abbreviations appear in the text of the September 30, 2016 Quarterly Financial Statements, they have the meanings indicated below.
 
Chapter 11 Cases

  

Cases being heard in the US Bankruptcy Court for the District of Delaware (the Bankruptcy Court)
concerning voluntary petitions for relief under Chapter 11 of the US Bankruptcy Code (the Bankruptcy
Code) filed on April 29, 2014 by the Debtors. On the Effective Date, the TCEH Debtors (together with the
Contributed EFH Debtors) emerged from the Chapter 11 Cases.

Contributed EFH Debtors   certain EFH Debtors that became subsidiaries of Vistra Energy on the Effective Date

CSAPR   the final Cross-State Air Pollution Rule issued by the EPA in July 2011

DIP Facility
  

TCEH’s $3.375 billion debtor-in-possession financing facility, which was repaid in August 2016. See
Note 9 to the Financial Statements.

DIP Roll Facilities
  

TCEH’s $4.250 billion debtor-in-possession and exit financing facilities. See Note 9 to the Financial
Statements.

Debtors

  

EFH Corp. and the majority of its direct and indirect subsidiaries, including EFIH, EFCH and TCEH, but
excluding the Oncor Ring-Fenced Entities. Prior to the Effective Date, also included the TCEH Debtors
and the Contributed EFH Debtors.

D.C. Circuit Court   US Court of Appeals for the District of Columbia Circuit

EBITDA   earnings (net income) before interest expense, income taxes, depreciation and amortization

Effective Date
  

October 3, 2016, the date the TCEH Debtors and the Contributed EFH Debtors completed their
reorganization under the Bankruptcy Code and emerged from the Chapter 11 Cases

EFCH
  

Energy Future Competitive Holdings Company LLC, a direct, wholly owned subsidiary of EFH Corp.
and, prior to the Effective Date, the indirect parent of the TCEH Debtors, depending on context

EFH Corp.

  

Energy Future Holdings Corp. and/or its subsidiaries, depending on context, whose major subsidiaries
include Oncor and, prior to the Effective Date, included the TCEH Debtors and the Contributed EFH
Debtors

EFH Debtors
  

EFH Corp. and its subsidiaries that are Debtors in the Chapter 11 Cases, including the EFIH Debtors, but
excluding the TCEH Debtors and the Contributed EFH Debtors

EFIH
  

Energy Future Intermediate Holding Company LLC, a direct, wholly owned subsidiary of EFH Corp. and
the direct parent of Oncor Holdings

EFIH Debtors   EFIH and EFIH Finance Inc., a direct, wholly owned subsidiary of EFIH

EPA   US Environmental Protection Agency

ERCOT
  

Electric Reliability Council of Texas, Inc., the independent system operator and the regional coordinator
of various electricity systems within Texas
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Federal and State Income Tax Allocation
Agreement

  

Prior to the Effective Date, EFH Corp. and certain of its subsidiaries (including EFCH, EFIH and TCEH,
but not including Oncor Holdings and Oncor) were parties to a Federal and State Income Tax Allocation
Agreement, executed in May 2012 but effective as of January 2010. The Agreement was rejected by the
TCEH Debtors and the Contributed EFH Debtors on the Effective Date. See Note 5 to the Financial
Statements.

FERC   US Federal Energy Regulatory Commission

Fifth Circuit Court   US Court of Appeals for the Fifth Circuit

GAAP   generally accepted accounting principles

GHG   greenhouse gas

GWh   gigawatt-hours

IRS   US Internal Revenue Service

LIBOR
  

London Interbank Offered Rate, an interest rate at which banks can borrow funds, in marketable size,
from other banks in the London interbank market

LSTC   liabilities subject to compromise

Luminant
  

subsidiaries of Vistra Energy engaged in competitive market activities consisting of electricity generation
and wholesale energy sales and purchases as well as commodity risk management, all largely in Texas

market heat rate

  

Heat rate is a measure of the efficiency of converting a fuel source to electricity. Market heat rate is the
implied relationship between wholesale electricity prices and natural gas prices and is calculated by
dividing the wholesale market price of electricity, which is based on the price offer of the marginal
supplier in ERCOT (generally natural gas plants), by the market price of natural gas.

MATS   the Mercury and Air Toxics Standard established by the EPA

Merger
  

the transaction referred to in the Agreement and Plan of Merger under which Texas Holdings agreed to
acquire EFH Corp., which was completed on October 10, 2007

MMBtu   million British thermal units

MW   megawatts

MWh   megawatt-hours

NO X   nitrogen oxide

NRC   US Nuclear Regulatory Commission

NYMEX   the New York Mercantile Exchange, a commodity derivatives exchange

Oncor

  

Oncor Electric Delivery Company LLC, a direct, majority-owned subsidiary of Oncor Holdings and an
indirect subsidiary of EFH Corp., that is engaged in regulated electricity transmission and distribution
activities

Oncor Holdings
  

Oncor Electric Delivery Holdings Company LLC, a direct, wholly owned subsidiary of EFIH and the
direct majority owner of Oncor, and/or its subsidiaries, depending on context
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Oncor Ring-Fenced Entities   Oncor Holdings and its direct and indirect subsidiaries, including Oncor

Petition Date   April 29, 2014, the date the Debtors made the Bankruptcy Filing

Plan of Reorganization
  

Third Amended Joint Plan of Reorganization filed by the Debtors with the Bankruptcy Court in August
2016

PUCT   Public Utility Commission of Texas

purchase accounting

  

The purchase method of accounting for a business combination as prescribed by US GAAP, whereby the
cost or “purchase price” of a business combination, including the amount paid for the equity and direct
transaction costs are allocated to identifiable assets and liabilities (including intangible assets) based upon
their fair values. The excess of the purchase price over the fair values of assets and liabilities is recorded
as goodwill.

REP   retail electric provider

RCT
  

Railroad Commission of Texas, which among other things, has oversight of lignite mining activity in
Texas

SEC   US Securities and Exchange Commission

SG&A   selling, general and administrative

Settlement Agreement

  

Amended and Restated Settlement Agreement among the Debtors, the Sponsor Group, settling TCEH first
lien creditors, settling TCEH second lien creditors, settling TCEH unsecured creditors and the official
committee of unsecured creditors of TCEH (collectively, the Settling Parties), approved by the
Bankruptcy Court in December 2015. See Note 2 to the Financial Statements.

SO 2   sulfur dioxide

Sponsor Group

  

Refers, collectively, to certain investment funds affiliated with Kohlberg Kravis Roberts & Co. L.P., TPG
Global, LLC (together with its affiliates, TPG) and GS Capital Partners, an affiliate of Goldman, Sachs &
Co., that have an ownership interest in Texas Holdings

TCEH

  

Texas Competitive Electric Holdings Company LLC, a direct, wholly owned subsidiary of EFCH and,
prior to the Effective Date, the parent company of the TCEH Debtors, depending on context, that were
engaged in electricity generation and wholesale and retail energy market activities, and whose major
subsidiaries included Luminant and TXU Energy. Subsequent to the Effective Date, Vistra Energy
continued substantially the same operations as TCEH.

TCEH Debtors   the subsidiaries of TCEH that were Debtors in the Chapter 11 Cases

TCEH Finance

  

TCEH Finance, Inc., a direct, wholly owned subsidiary of TCEH, formed for the sole purpose of serving
as co-issuer with TCEH of certain debt securities. TCEH Finance, Inc. was dissolved on the Effective
Date.

TCEH Senior Secured Facilities

  

Refers, collectively, to the TCEH First Lien Term Loan Facilities, TCEH First Lien Revolving Credit
Facility and TCEH First Lien Letter of Credit Facility with a total principal amount of $22.616 billion.
The claims arising under these facilities were discharged in the Chapter 11 Cases on the Effective Date
pursuant to the Plan of Reorganization.
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TCEH Senior Secured Notes

  

TCEH’s and TCEH Finance’s $1.750 billion principal amount of 11.5% First Lien Senior Secured Notes.
The claims arising under these notes were discharged in the Chapter 11 Cases on the Effective Date
pursuant to the Plan of Reorganization.

TCEQ   Texas Commission on Environmental Quality

Texas Holdings
  

Texas Energy Future Holdings Limited Partnership, a limited partnership controlled by the Sponsor
Group, that owns substantially all of the common stock of EFH Corp.

TXU Energy

  

TXU Energy Retail Company LLC, a direct, wholly owned subsidiary of Vistra Energy that is a REP in
competitive areas of ERCOT and is engaged in the retail sale of electricity to residential and business
customers

US   United States of America

VIE   variable interest entity

Vistra Energy

  

Vistra Energy Corp., formerly known as TCEH Corp., and/or its subsidiaries, depending on context. On
the Effective Date, the TCEH Debtors and the Contributed EFH Debtors emerged from Chapter 11 and
became subsidiaries of Vistra Energy Corp. Subsequent to the Effective Date, Vistra Energy Corp.
continued substantially the same operations as TCEH.
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

CONDENSED STATEMENTS OF CONSOLIDATED INCOME (LOSS)
(Unaudited)

 
   Three Months Ended September 30,   Nine Months Ended September 30,  
       2016          2015          2016          2015     
   (millions of dollars)  
Operating revenues   $ 1,690   $ 1,737   $ 3,973   $ 4,265  
Fuel, purchased power costs and delivery fees    (874)   (831)   (2,082)   (2,090) 
Net gain from commodity hedging and trading activities    336    103    282    226  
Operating costs    (190)   (189)   (664)   (598) 
Depreciation and amortization    (157)   (200)   (459)   (634) 
Selling, general and administrative expenses    (165)   (173)   (482)   (495) 
Impairment of goodwill (Note 4)    —   (700)   —   (1,400) 
Impairment of long-lived assets (Note 6)    —   (1,295)   —   (1,971) 
Other income (Note 16)    5    4    16    15  
Other deductions (Note 16)    (28)   (25)   (75)   (86) 
Interest income    2    —   3    1  
Interest expense and related charges (Note 7)    (371)   (325)   (1,049)   (964) 
Reorganization items (Note 8)    (64)   (39)   (116)   (152) 

    
 

   
 

   
 

   
 

Income (loss) before income taxes    184    (1,933)   (653)   (3,883) 
Income tax benefit (expense) (Note 5)    3    416    (3)   816  

    
 

   
 

   
 

   
 

Net income (loss)   $ 187   $ (1,517)  $ (656)  $ (3,067) 
    

 

   

 

   

 

   

 

See Notes to the Financial Statements.
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CONDENSED STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME (LOSS)
(Unaudited)

 
   

Three Months Ended 
September 30,   

Nine Months Ended 
September 30,  

       2016           2015          2016          2015     
   (millions of dollars)  
Net income (loss)   $ 187    $ (1,517)  $ (656)  $ (3,067) 
Other comprehensive income, net of tax effects — cash flow hedges derivative value net loss

related to hedged transactions recognized during the period (net of tax benefit of $ — in all
periods)    —    —   1    1  

    
 

    
 

   
 

   
 

Comprehensive income (loss)   $ 187    $ (1,517)  $ (655)  $ (3,066) 
    

 

    

 

   

 

   

 

See Notes to the Financial Statements.
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

CONDENSED STATEMENTS OF CONSOLIDATED CASH FLOWS
(Unaudited)

 
   Nine Months Ended September 30,  
       2016          2015     
   (millions of dollars)  
Cash flows — operating activities:    

Net loss   $ (656)  $ (3,067) 
Adjustments to reconcile net loss to cash provided by (used in) operating activities:    

Depreciation and amortization    532    748  
Deferred income tax benefit, net    2    (828) 
Impairment of goodwill (Note 4)    —   1,400  
Impairment of long-lived assets (Note 6)    —   1,971  
Contract claims adjustments (Note 8)    13    28  
Adjustment to asbestos liability    11    — 
Unrealized net (gain) loss from mark-to-market valuations of commodity positions    36    (107) 
Write-off of intangible and other assets (Note 16)    45    83  
Other, net    62    49  
Changes in operating assets and liabilities:    

Margin deposits, net    (124)   108  
Accrued interest    (10)   (3) 
Other operating assets and liabilities, including liabilities subject to compromise    (107)   (173) 

    
 

   
 

Cash provided by (used in) operating activities    (196)   209  
    

 
   

 

Cash flows — financing activities:    
Borrowings under DIP Roll Facilities and DIP Facility (Note 9)    4,680    — 
DIP Roll Facilities financing fees    (112)   — 
Repayments/repurchases of debt (Note 9)    (2,655)   (20) 

    
 

   
 

Cash provided by (used in) financing activities    1,913    (20) 
    

 
   

 

Cash flows — investing activities:    
Notes/advances due from affiliates    (41)   (10) 
Lamar and Forney acquisition — net of cash acquired (Note 3)    (1,343)   — 
Capital expenditures    (230)   (275) 
Nuclear fuel purchases    (33)   (77) 
Changes in restricted cash    365    33  
Proceeds from sales of nuclear decommissioning trust fund securities (Note 16)    201    315  
Investments in nuclear decommissioning trust fund securities (Note 16)    (215)   (328) 
Other, net    8    12  

    
 

   
 

Cash used in investing activities    (1,288)   (330) 
    

 
   

 

Net change in cash and cash equivalents    429    (141) 
Cash and cash equivalents — beginning balance    1,400    1,843  

    
 

   
 

Cash and cash equivalents — ending balance   $ 1,829   $ 1,702  
    

 

   

 

See Notes to the Financial Statements.
 

F-84



Table of Contents

TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

 
   September 30, 2016  December 31, 2015 
   (millions of dollars)  

ASSETS    
Current assets:    

Cash and cash equivalents   $ 1,829   $ 1,400  
Restricted cash (Note 16)    12    519  
Trade accounts receivable — net (Note 16)    750    533  
Advances to parent (Note 15)    78    34  
Inventories (Note 16)    374    428  
Commodity and other derivative contractual assets (Note 14)    256    465  
Margin deposits related to commodity contracts    42    6  
Other current assets    46    65  

    
 

   
 

Total current assets    3,387    3,450  
Restricted cash (Note 16)    650    507  
Advances to parent (Note 15)    17    20  
Investments (Note 16)    1,038    962  
Property, plant and equipment — net (Note 16)    10,359    9,349  
Goodwill (Note 4)    152    152  
Identifiable intangible assets — net (Note 4)    1,148    1,179  
Commodity and other derivative contractual assets (Note 14)    72    10  
Other noncurrent assets    52    29  

    
 

   
 

Total assets   $ 16,875   $ 15,658  
    

 

   

 

LIABILITIES AND MEMBERSHIP INTERESTS    
Current liabilities:    

Borrowings under debtor-in-possession credit facility (Note 9)   $ —  $ 1,425  
Long-term debt due currently (Note 9)    4    16  
Trade accounts payable    402    394  
Trade accounts and other payables to affiliates    152    120  
Commodity and other derivative contractual liabilities (Note 14)    125    203  
Margin deposits related to commodity contracts    64    152  
Accrued income taxes payable to parent (Note 15)    10    11  
Accrued taxes other than income    119    98  
Accrued interest    110    120  
Other current liabilities    243    273  

    
 

   
 

Total current liabilities    1,229    2,812  
Long-term debt, less amounts due currently (Note 9)    —   3  
Borrowings under debtor-in-possession credit facilities (Note 9)    3,387    — 
Liabilities subject to compromise (Note 10)    33,749    33,734  
Commodity and other derivative contractual liabilities (Note 14)    5    1  
Accumulated deferred income taxes    217    213  
Other noncurrent liabilities and deferred credits (Note 16)    1,827    1,779  

    
 

   
 

Total liabilities    40,414    38,542  
    

 
   

 

Commitments and Contingencies (Note 11)    

Membership interests (Note 12):    (23,539)   (22,884) 
    

 
   

 

Total liabilities and membership interests   $ 16,875   $ 15,658  
    

 

   

 

See Notes to the Financial Statements.
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TEXAS COMPETITIVE ELECTRIC HOLDINGS COMPANY LLC
A DEBTOR-IN-POSSESSION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 
1. BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Prior to the Effective Date, references in this report to “we,” “our,” “us” and “the Company” are to TCEH and/or its subsidiaries, as apparent in the context,
and on or after the Effective Date to Vistra Energy. See Glossary
for defined terms.

Prior to the Effective Date, TCEH was a holding company and a wholly-owned indirect subsidiary of EFH Corp. TCEH’s subsidiaries were engaged in
competitive electricity market activities largely in Texas, including electricity generation, wholesale energy sales and purchases, and retail electricity operations.
On the Effective Date, subsidiaries of TCEH (the TCEH Debtors) and certain EFH Corp. subsidiaries (the Contributed EFH Debtors) emerged from the Chapter 11
Cases as subsidiaries of a newly-formed company, Vistra Energy. On the Effective Date, Vistra Energy was spun-off from EFH Corp. in a tax-free transaction to
the former first lien creditors of TCEH (see Note 2). As a result, as of the Effective Date, Vistra Energy is a holding company for subsidiaries principally engaged
in the same activities as TCEH.

Bankruptcy Proceeding

On April 29, 2014 (the Petition Date), EFH Corp. and the substantial majority of its direct and indirect subsidiaries, including EFIH, EFCH and TCEH but
excluding the Oncor Ring-Fenced Entities (collectively, the Debtors), filed voluntary petitions for relief (the Bankruptcy Filing) under Chapter 11 of the United
States Bankruptcy Code (the Bankruptcy Code) in the United States Bankruptcy Court for the District of Delaware (the Bankruptcy Court). On the Effective Date,
the TCEH Debtors and the Contributed EFH Debtors completed their reorganization under the Bankruptcy Code and emerged from the Chapter 11 Cases as
subsidiaries of Vistra Energy. The EFH Debtors have not yet completed their Chapter 11 Cases. See Note 2 for further discussion regarding the Chapter 11 Cases.

Basis of Presentation, Including Application of Bankruptcy Accounting

The accompanying condensed consolidated financial statements are those of TCEH, the predecessor company to Vistra Energy. The condensed consolidated
financial statements have been prepared in accordance with US GAAP. The condensed consolidated financial statements have been prepared as if TCEH was a
going concern and contemplated the realization of assets and liabilities in the normal course of business. The condensed consolidated financial statements reflect
the application of Financial Accounting Standards Board Accounting Standards Codification 852, Reorganizations
(ASC 852) .


During the Chapter 11 Cases, the
Debtors operated their businesses as debtors-in-possession under the jurisdiction of the Bankruptcy Court and in accordance with the applicable provisions of the
Bankruptcy Code. ASC 852 applies to entities that have filed a petition for bankruptcy under Chapter 11 of the Bankruptcy Code. The guidance requires that
transactions and events directly associated with the reorganization be distinguished from the ongoing operations of the business. In addition, the guidance provides
for changes in the accounting and presentation of liabilities. See Notes 8 and 10 for discussion of these accounting and reporting changes. Since the Effective Date
occurred after the end of the fiscal quarter, ASC 852 continued to apply to the Company for the period.

Additionally, as of the Effective Date, we expect that Vistra Energy will apply fresh start reporting under the applicable provisions of ASC 852. Fresh start
reporting includes (1) distinguishing the consolidated financial statements of the entity that was previously in restructuring from the financial statements of the
entity that
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emerges from restructuring, (2) assigning the reorganized value of the successor entity by measuring all assets and liabilities of the entity at fair value, and (3)
selecting accounting policies for the successor entity. The financial statements of the successor (Vistra Energy) for periods subsequent to the Effective Date will not
be comparable to the financial statements of the predecessor (TCEH) for periods prior to the Effective Date, as those previous periods do not give effect to any
adjustments to the carrying values of assets or amounts of liabilities that might be necessary as a consequence of the Plan of Reorganization or the related
application of fresh start reporting.

Adjustments (consisting of normal recurring accruals) necessary for a fair presentation of the results of operations and financial position have been included
therein. All intercompany items and transactions have been eliminated in consolidation. Certain information and footnote disclosures normally included in annual
consolidated financial statements prepared in accordance with US GAAP have been omitted. Because the condensed consolidated interim financial statements do
not include all of the information and footnotes required by US GAAP, they should be read in conjunction with our December 31, 2015 audited financial statements
and related notes. The results of operations for an interim period may not give a true indication of results for a full year. All dollar amounts in the financial
statements and tables in the notes are stated in millions of US dollars unless otherwise indicated. Subsequent events have been evaluated through November 14,
2016, the date these condensed consolidated financial statements were issued.

Use of Estimates

Preparation of financial statements requires estimates and assumptions about future events that affect the reporting of assets and liabilities at the balance
sheet dates and the reported amounts of revenue and expense, including fair value measurements and estimates of expected allowed claims. In the event estimates
and/or assumptions prove to be different from actual amounts, adjustments are made in subsequent periods to reflect more current information.

Changes in Accounting Standards

In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 2016-2 (ASU 2016-02), Leases
. The ASU
amends previous. GAAP to require the recognition of lease assets and liabilities for operating leases. The ASU will be effective for fiscal years beginning after
December 15, 2018, including interim periods within those years. Retrospective application to comparative periods presented will be required in the year of
adoption. We are currently evaluating the impact of this ASU on our financial statements.

In March 2016, the FASB issued Accounting Standards Update 2016-08 (ASU 2016-08), Revenue
from
Contracts
with
Customers
(Topic
606):
Principal
versus
Agent
Considerations
(Reporting
Revenue
Gross
versus
Net)
. ASU 2016-08 clarifies the implementation guidance for principal versus agent considerations
related to ASU 2014-09, Revenue
from
Contracts
with
Customers
(Topic
606)
, which provides the core principle and key steps in determining the recognition of
revenue. The effective date for these updates has been deferred to fiscal years beginning after December 15, 2017. We are currently assessing the impact of these
ASUs on our financial statements.

 
2. EMERGENCE FROM CHAPTER 11 CASES

On the Petition Date, EFH Corp. and the substantial majority of its direct and indirect subsidiaries, including EFIH, EFCH and TCEH but excluding the
Oncor Ring-Fenced Entities, filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code in the United States Bankruptcy Court for
the District of Delaware. On the Effective Date, the TCEH Debtors and the Contributed EFH Debtors completed their reorganization under the Bankruptcy Code
and emerged from the Chapter 11 Cases as subsidiaries of Vistra Energy. On the Effective Date, Vistra Energy was spun-off from EFH Corp. in a tax-free
transaction to the
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former first lien creditors of TCEH. The tax-free spin-off generated a taxable gain that will be largely offset with available net operating losses (NOLs),
substantially reducing the NOLs that will be available to EFH Corp. after the transaction. The EFH Debtors have not yet completed their Chapter 11 Cases.

Tax Matters

In July 2016, we received a private letter ruling from the IRS. It provides, among other things, for certain rulings regarding the qualification of (a) the
transfer of certain assets and ordinary course operating liabilities to Vistra Energy and (b) the distribution of the equity of Vistra Energy, the cash proceeds from
Vistra Energy debt, if any, the cash proceeds from the sale of preferred stock in a newly-formed subsidiary of Vistra Energy, and the right to receive payments
under a tax receivables agreement, to holders of TCEH first lien claims, as a reorganization qualifying for tax-free treatment to the extent of the Vistra Energy stock
received.

Pre-Petition Claims

Holders of the substantial majority of pre-petition claims against the Debtors were required to file proofs of claims by the bar date established by the
Bankruptcy Court. A bar date is the date by which certain claims against the Debtors must be filed if the claimants wish to receive any distribution in the Chapter
11 Cases. The Bankruptcy Court established a bar date of October 27, 2014 for the substantial majority of claims. In addition, in July 2015, the Bankruptcy Court
entered an order establishing December 14, 2015 as the bar date for certain asbestos claims that arose or are deemed to have arisen before the Petition Date, except
for certain specifically exempt claims.

Since the Petition Date and prior to the applicable bar dates (which have expired), the Debtors have received approximately 41,300 filed pre-petition claims,
including approximately 30,900 in filed asbestos claims. The Debtors have substantially completed the process of reconciling all non-asbestos claims that were
filed and have recorded such claims at the expected allowed amount. With respect to the claims related to the TCEH Debtors, as of November 14, 2016, most of
those claims have been settled, withdrawn or expunged. The TCEH Debtors have approximately $40 million in escrow to allocate among and resolve the remaining
claims, which consist primarily of trade payables and legal claims, including asbestos claims. The TCEH Debtors have up to 180 days from the Effective Date to
resolve these claims.

In September 2016, the TCEH Debtors filed with the Bankruptcy Court reports developed by independent experts that provide analysis and estimation of
potential liabilities associated with asbestos-related claims. In connection with developing those reports, we recorded an adjustment to our estimated liability
associated with those claims during the three months ended September 30, 2016 (see Note 16). That estimated liability is subject to revisions, which may be
material, as further information arises.

Certain claims filed or reflected in the Debtors schedules of assets and liabilities were resolved on the Effective Dates of the Plan of Reorganization,
including certain claims filed by holders of funded debt and contract counterparties. Claims that remain unresolved or unreconciled through the filing of this report
have been estimated based upon management’s best estimate of the likely claim amounts that the Bankruptcy Court will ultimately allow.

On the Effective Date, the TCEH Debtors (together with the Contributed EFH Debtors) emerged from the Chapter 11 Cases and discharged approximately
$33.7 billion in LSTC. Distributions for the settled claims related to the funded debt of the TCEH Debtors commenced subsequent to the Effective Date.

Separation of Vistra Energy from EFH Corp. and its Subsidiaries

Upon the Effective Date, Vistra Energy separated from EFH Corp. pursuant to a tax-free spin-off transaction that resulted in Vistra Energy, including the
TCEH Debtors and the Contributed EFH Debtors, no longer being an affiliate of EFH Corp. and its subsidiaries. In addition to the Plan of Reorganization, the
separation was effectuated, in part, pursuant to the terms of a separation agreement, a transition services agreement and a tax matters agreement.
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Separation
Agreement

On the Effective Date, EFH Corp., Vistra Energy and a subsidiary of Vistra Energy entered into a separation agreement that provides for, among other
things, the transfer of certain assets and liabilities by EFH Corp., EFCH and TCEH to Vistra Energy. Among other things, EFH Corp., EFCH and/or TCEH, as
applicable, (a) transferred the TCEH Debtors and certain contracts and assets (and related liabilities) primarily related to the business of the TCEH Debtors to
Vistra Energy, (b) transferred sponsorship of certain employee benefit plans (including related assets), programs and policies to a subsidiary of Vistra Energy and
(c) assigned certain employment agreements from EFH Corp. and certain of the Contributed EFH Debtors to a subsidiary of Vistra Energy.

Transition
Services
Agreement

On the Effective Date, EFH Corp. and a subsidiary of Vistra Energy entered into a transition services agreement that provides for, among other things, (a) the
applicable subsidiaries of Vistra Energy to provide certain services to the EFH Debtors, including business services administration, accounting, corporate secretary,
tax, human resources, information technology, internal audit and SOX compliance, physical facilities and corporate security, treasury and legal services and (b)
EFH Corp. to pay such subsidiary of Vistra Energy all reasonable and documented fees, costs and expenses (including employee-related overhead and general and
administrative expenses) incurred by Vistra Energy and its subsidiaries related directly to these services.

Tax
Matters
Agreement

On the Effective Date, Vistra Energy and EFH Corp. entered into a tax matters agreement (the Tax Matters Agreement) whereby the parties agreed to take
certain actions and refrain from taking certain actions to preserve the intended tax treatment of the tax-free spin-off of Vistra Energy from EFH Corp. The Tax
Matters Agreement includes limitations on certain actions of Vistra Energy, EFH Corp. and EFIH in order to preserve the tax-free nature of the TCEH spin-off, as
well as certain indemnification obligations in the event the reorganization fails to be treated as a tax-free transaction (a) as a result of the breach of any covenants in
the Tax Matters Agreement or (b) under “no-fault” circumstances. In the event any indemnification obligations are triggered, the party owing the obligation would
likely be materially and adversely affected. Additionally, the covenants and other limitations with respect to the Tax Matters Agreement may limit the ability of
Vistra Energy, EFH Corp. and/or EFIH to undertake certain transactions that may otherwise be value-maximizing.

Settlement
Agreement

The Settling Parties entered into a settlement agreement (the Settlement Agreement) in August 2015 (as amended in September 2015) to compromise and
settle, among other things, (a) intercompany claims among the Debtors, (b) claims and causes of actions against holders of first lien claims against TCEH and the
agents under the TCEH Senior Secured Facilities, (c) claims and causes of action against holders of interests in EFH Corp. and certain related entities and (d)
claims and causes of action against each of the Debtors’ current and former directors, the Sponsor Group, managers and officers and other related entities. Under
the terms of the Settlement Agreement, TCEH was granted a $700 million unsecured claim against EFH Corp. This claim remains outstanding and is subject to
treatment under the Plan of Reorganization as it relates to the EFH Debtors. The Bankruptcy Court approved the Settlement Agreement in December 2015.

Unaudited Condensed Combined Debtor Financial Statements

The condensed combined financial statements presented below represent the financial statements of TCEH and the subsidiaries of TCEH that were debtors in
the Chapter 11 Cases. TCEH’s non-debtor subsidiaries, which were substantively comprised of the recently acquired Lamar and Forney generation assets, were
accounted for as non-consolidated subsidiaries in these financial statements, and their net income is included in equity
in
earnings
(loss)
of
non-debtor
entities
(net
of
tax)
in these condensed statements of combined income (loss) and
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investment
in
non-debtor
entities
in these condensed combined balance sheets. Intercompany items and transactions among TCEH and subsidiaries of TCEH that
were debtors have been eliminated in consolidation in these financial statements.

Condensed statements of combined income (loss) of TCEH and the subsidiaries of TCEH that were debtors in the Chapter 11 Cases for the three and nine
months ended September 30, 2016 and 2015 are presented below:
 
   Three Months Ended September 30,   Nine Months Ended September 30,  
       2016          2015          2016          2015     
Operating revenues   $ 1,690   $ 1,737   $ 3,973   $ 4,265  
Fuel, purchased power costs and delivery fees    (913)   (831)   (2,143)   (2,090) 
Net gain from commodity hedging and trading activities    153    103    101    226  
Operating costs    (184)   (194)   (646)   (615) 
Depreciation and amortization    (133)   (199)   (407)   (631) 
Selling, general and administrative expenses    (165)   (174)   (480)   (495) 
Impairment of goodwill    —   (700)   —   (1,400) 
Impairment of long-lived assets    —   (1,295)   —   (1,971) 
Other income (deductions) and interest income    (21)   (21)   (55)   (76) 
Interest expense and related charges    (371)   (324)   (1,049)   (961) 
Reorganization items    (64)   (39)   (116)   (152) 

    
 

   
 

   
 

   
 

Income (loss) before income taxes and equity in earnings of
non-debtor entities    (8)   (1,937)   (822)   (3,900) 

Income tax benefit    71    418    57    822  
Equity in earnings of non-debtor entities (net of tax)    124    2    109    11  

    
 

   
 

   
 

   
 

Net income (loss)   $ 187   $ (1,517)  $ (656)  $ (3,067) 
    

 

   

 

   

 

   

 

Condensed statements of combined comprehensive income (loss) of TCEH and the subsidiaries of TCEH that were debtors in the Chapter 11 Cases for the
three and nine months ended September 30, 2016 and 2015 are presented below:
 
   Three Months Ended September 30,   Nine Months Ended September 30,  
       2016           2015          2016          2015     
Net income (loss)   $ 187    $ (1,517)  $ (656)  $ (3,067) 
Other comprehensive loss (net of tax)    —    —   1    1  

    
 

    
 

   
 

   
 

Comprehensive income (loss)   $ 187    $ (1,517)  $ (655)  $ (3,066) 
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Condensed statements of combined cash flows of TCEH and the subsidiaries of TCEH that were debtors in the Chapter 11 Cases for the nine months ended
September 30, 2016 and 2015 are presented below:
 
   Nine Months Ended September 30,  
       2016          2015     
Cash provided by (used in) operating activities   $ (356)  $ 207  

    
 

   
 

Cash flows — financing activities:    
Borrowings under DIP Roll Facilities and DIP Facility    4,680    — 
DIP Roll Facilities financing fees    (112)   — 
Repayments/repurchases of debt    (2,642)   (4) 

    
 

   
 

Cash provided by (used in) financing activities    1,926    (4) 
    

 
   

 

Cash flows — investing activities:    
Advances to non-debtor affiliates    56    (12) 
Investment in non-debtor affiliates    (1,325)   (11) 
Capital expenditures    (189)   (253) 
Nuclear fuel purchases    (33)   (77) 
Changes in restricted cash    365    33  
Proceeds from sales of nuclear decommissioning trust fund securities    201    315  
Investments in nuclear decommissioning trust fund securities    (215)   (328) 
Other, net    9    (20) 

    
 

   
 

Cash used in investing activities    (1,131)   (353) 
    

 
   

 

Net change in cash and cash equivalents    439    (150) 
Cash and cash equivalents — beginning balance    1,390    1,842  

    
 

   
 

Cash and cash equivalents — ending balance   $ 1,829   $ 1,692  
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Condensed combined balance sheets of TCEH and the subsidiaries of TCEH that were Debtors in the Chapter 11 Cases at September 30, 2016 and December
31, 2015 are presented below:
 
   

September 30, 
2016   

December 31, 
2015  

ASSETS   
Total current assets   $ 3,281   $ 3,440  
Restricted cash    650    507  
Advances to parent and non-debtor entities    19    22  
Investment in non-debtor entities    1,574    135  
Other investments    1,034    958  
Property, plant and equipment — net    8,969    9,262  
Goodwill    152    152  
Identifiable intangible assets — net    1,143    1,182  
Commodity and other derivative contractual assets    29    10  
Other noncurrent assets    51    29  

    
 

   
 

Total assets   $ 16,902   $ 15,697  
    

 

   

 

LIABILITIES AND MEMBERSHIP INTERESTS   
Total current liabilities   $ 1,248   $ 2,805  
Accumulated deferred income taxes    225    256  
Commodity and other derivative contractual liabilities    4    1  
Borrowings under debtor-in-possession credit facilities    3,387    — 
Long-term debt, less amounts due currently    —   3  
Liabilities subject to compromise    33,749    33,734  
Other noncurrent liabilities and deferred credits    1,828    1,782  

    
 

   
 

Total liabilities    40,441    38,581  
Total membership interests    (23,539)   (22,884) 

    
 

   
 

Total liabilities and membership interests   $ 16,902   $ 15,697  
    

 

   

 

 
3. LAMAR AND FORNEY ACQUISITION

In April 2016, Luminant purchased all of the membership interests in La Frontera Holdings, LLC (La Frontera), the indirect owner of two combined-cycle
gas turbine (CCGT) natural gas fueled generation facilities representing nearly 3,000 MW of capacity located in ERCOT, from a subsidiary of NextEra Energy,
Inc. (the Lamar and Forney Acquisition). The facility in Forney, Texas has a capacity of 1,912 MW and the facility in Paris, Texas has a capacity of 1,076
MW. The acquisition diversified our fuel mix and increased the dispatch flexibility in our fleet. The aggregate purchase price was approximately $1.313 billion,
which included the repayment of approximately $950 million of existing project financing indebtedness of La Frontera at closing, plus approximately $236 million
for cash and net working capital. The purchase price was funded by cash-on-hand and additional borrowings under the DIP Facility totaling $1.1 billion. After
completing the acquisition, we repaid approximately $230 million of borrowings under the DIP Revolving Credit Facility primarily utilizing cash acquired in the
transaction. La Frontera and its subsidiaries were subsidiary guarantors under the DIP Roll Facilities and, on the Effective Date, became subsidiary guarantors
under the senior secured exit facilities (see Note 9).

Purchase Accounting

The Lamar and Forney Acquisition has been accounted for in accordance with ASC 805, Business
Combinations
(ASC 805), with identifiable assets
acquired and liabilities assumed recorded at their estimated fair values on the acquisition date.
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To fair value the acquired property, plant and equipment, we used a discounted cash flow analysis, classified as Level 3 within the fair value hierarchy levels
(see Note 13). This discounted cash flow model was created for each generation facility based on its remaining useful life. The discounted cash flow model
included gross margin forecasts for each power generation facility determined using forward commodity market prices obtained from long-term forecasts. We also
used management’s forecasts of generation output, operations and maintenance expense, SG&A and capital expenditures. The resulting cash flows, estimated based
upon the age of the assets, efficiency, location and useful life, were then discounted using plant specific discount rates of approximately 9%.

The following table summarizes the consideration paid and the preliminary allocation of the purchase price to the fair value amounts recognized for the
assets acquired and liabilities assumed related to the Lamar and Forney Acquisition as of the acquisition date. During the three months ended September 30, 2016,
the working capital adjustment included in the purchase price was finalized between the parties, and the purchase price allocation was completed.
 

Cash paid to seller at close   $ 603  
Net working capital adjustments    (4) 

    
 

Consideration paid to seller    599  
Cash paid to repay project financing at close    950  

    
 

Total cash paid related to acquisition   $1,549  
    

 

Cash and cash equivalents   $ 210  
Property, plant and equipment — net    1,316  
Commodity and other derivative contractual assets    47  
Other assets    44  

    
 

Total assets acquired    1,617  
    

 

Commodity and other derivative contractual liabilities    53  
Trade accounts payable and other liabilities    15  

    
 

Total liabilities assumed    68  
    

 

Identifiable net assets acquired   $1,549  
    

 

The Lamar and Forney Acquisition did not result in the recording of goodwill since the purchase price did not exceed the fair value of the net assets
acquired.

Unaudited Pro Forma Financial Information

The following unaudited pro forma financial information for the nine months ended September 30, 2016 and 2015 assumes that the Lamar and Forney
Acquisition occurred on January 1, 2015. The unaudited pro forma financial information is provided for information purposes only and is not necessarily indicative
of the results of operations that would have occurred had the Lamar and Forney Acquisition been completed on January 1, 2015, nor are they indicative of future
results of operations.
 

   Nine Months Ended September 30,  
       2016           2015     
Revenues   $ 4,116    $ 4,942  
Net loss   $ (672)   $ (3,009) 

The unaudited pro forma financial information includes adjustments for incremental depreciation as a result of the fair value determination of the net assets
acquired and interest expense on borrowings under the DIP Roll Facilities in lieu of interest expense incurred prior to the acquisition.
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4. GOODWILL AND IDENTIFIABLE INTANGIBLE ASSETS

Goodwill

The following table provides information regarding our goodwill balance, all of which arose in connection with accounting for the Merger. None of the
goodwill is being deducted for tax purposes.
 

Goodwill before impairment charges   $ 18,322  
Accumulated noncash impairment charges    (18,170) 

    
 

Balance at September 30, 2016 and December 31, 2015   $ 152  
    

 

Goodwill Impairments

Goodwill and intangible assets with indefinite useful lives are required to be tested for impairment at least annually (we have selected a December 1 test
date) or whenever events or changes in circumstances indicate an impairment may exist.

During the three months ended September 30, 2015 and March 31, 2015, we experienced impairment indicators related to decreases in forward wholesale
electricity prices when compared to those prices reflected in our goodwill impairment testing analysis as of March 31, 2015 and December 1, 2014, respectively.
As a result, the likelihood of goodwill impairments had increased, and we initiated further testing of goodwill. During the three and nine months ended September
30, 2015, our testing of goodwill for impairment resulted in impairment charges totaling $700 million and $1.4 billion, respectively.

Identifiable Intangible Assets

Identifiable intangible assets, including amounts that arose in connection with accounting for the Merger, are comprised of the following:
 
   September 30, 2016    December 31, 2015  

Identifiable Intangible Asset   

Gross 
Carrying 
Amount    

Accumulated 
Amortization    Net    

Gross 
Carrying 
Amount    

Accumulated 
Amortization    Net  

Retail customer relationship   $ 463    $ 451    $ 12    $ 463    $ 442    $ 21  
Software and other technology-related assets    411     267     144     385     224     161  
Other identifiable intangible assets (a)    53     21     32     72     35     37  

    
 

    
 

    
 

    
 

    
 

    
 

Total identifiable intangible assets subject to amortization (b)   $ 927    $ 739     188    $ 920    $ 701     219  
    

 

    

 

      

 

    

 

  

Retail trade name (not subject to amortization)        955         955  
Mineral interests (not currently subject to amortization)        5         5  

        
 

        
 

Total identifiable intangible assets       $1,148        $1,179  
        

 

        

 

 
(a) Includes favorable purchase and sales contracts, environmental allowances and credits and mining development costs. See discussion below regarding

impairment charges recorded in the nine months ended September 30, 2015 related to other identifiable intangible assets.
(b) Amounts related to fully amortized assets that are expired, or of no economic value, have been excluded from both the gross carrying and accumulated

amortization amounts.
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Amortization expense related to finite-lived identifiable intangible assets (including the condensed statements of consolidated income (loss) line item)
consisted of:
 

Identifiable Intangible Asset
  Condensed Statements of Consolidated 

Income (Loss) Line
  

Three Months Ended 
September 30,    

Nine Months Ended 
September 30,  

    2016    2015    2016    2015  
Retail customer relationship   Depreciation and amortization   $ 3    $ 4    $ 9    $ 13  
Software and other technology-related assets   Depreciation and amortization    15     17     44     45  
Other identifiable intangible assets

  

Operating revenues/fuel, purchased power
costs and delivery fees/depreciation and
amortization    3     9     6     21  

      
 

    
 

    
 

    
 

Total amortization expense (a)     $ 21    $ 30    $ 59    $ 79  
      

 

    

 

    

 

    

 

 
(a) Amounts recorded in depreciation and amortization totaled $20 million and $24 million for the three months ended September 30, 2016 and 2015,

respectively, and $58 million and $64 million for the nine months ended September 30, 2016 and 2015, respectively.

Intangible Impairments

The impairments of our generation facilities in March and September 2015 (see Note 6) resulted in the impairment of the SO 2 allowances under the Clean
Air Act’s acid rain cap-and-trade program that are associated with those facilities to the extent they are not projected to be used at other sites. The fair market
values of the SO 2 allowances were estimated to be de minimis based on Level 3 fair value estimates (see Note 13). We also impaired certain of our SO 2
allowances under the Cross-State Air Pollution Rule (CSAPR) related to the impaired generation facilities. Accordingly, in the three and nine months ended
September 30, 2015, we recorded noncash impairment charges of $4 million and $55 million, respectively, (before deferred income tax benefit) in other deductions
(see Note 16) related to our existing environmental allowances and credits intangible asset. SO 2 emission allowances granted to us under the acid rain cap-and-
trade program were recorded as intangible assets at fair value in connection with purchase accounting related to the Merger in 2007. Additionally, the impairments
of our generation and related mining facilities in September 2015 resulted in our recording noncash impairment charges of $19 million (before deferred income tax
benefit) in other deductions (see Note 16) related to mine development costs (included in other identifiable intangible assets in the table above) at the facilities.

During the three months ended March 31, 2015, we determined that certain intangible assets related to favorable power purchase contracts should be
evaluated for impairment. That conclusion was based on further declines in wholesale electricity prices in ERCOT experienced during the three months ended
March 31, 2015. Our fair value measurement was based on a discounted cash flow analysis of the contracts that compared the contractual price and terms of the
contract to forecasted wholesale electricity and renewable energy credit (REC) prices in ERCOT. As a result of the analysis, we recorded a noncash impairment
charge of $8 million (before deferred income tax benefit) in other deductions (see Note 16).
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Estimated Amortization of Identifiable Intangible Assets

As of September 30, 2016, the estimated aggregate amortization expense of identifiable intangible assets for each of the next five fiscal years is as shown
below. As of the Effective Date, Vistra Energy will apply fresh start accounting principles, which could materially impact the estimated amortization expense.
 

Year   Estimated Amortization Expense 
2016   $ 82  
2017   $ 65  
2018   $ 40  
2019   $ 25  
2020   $ 13  

 
5. INCOME TAXES

EFH Corp. files a US federal income tax return that includes the results of EFCH, EFIH, Oncor Holdings and TCEH. Prior to the Effective Date, EFH Corp.
was the corporate member of the EFH Corp. consolidated group, while each of EFIH, Oncor Holdings, EFCH and TCEH were classified as a disregarded entity for
US federal income tax purposes. Pursuant to applicable US Treasury regulations and published guidance of the IRS, corporations that are members of a
consolidated group have joint and several liability for the taxes of such group. Subsequent to the Effective Date, the TCEH Debtors and the Contributed EFH
Debtors will no longer be included in the consolidated income tax return of EFH Corp. and will be included in an income tax return with Vistra Energy.

Prior to the Effective Date, EFH Corp. and certain of its subsidiaries (including EFCH, EFIH, and TCEH, but not including Oncor Holdings and Oncor) were
parties to a Federal and State Income Tax Allocation Agreement, which provided, among other things, that any corporate member or disregarded entity in the EFH
Corp. group is required to make payments to EFH Corp. in an amount calculated to approximate the amount of tax liability such entity would have owed if it filed a
separate corporate tax return. Pursuant to the Plan of Reorganization, the TCEH Debtors and the Contributed EFH Debtors rejected this agreement on the Effective
Date. See Note 2 for a discussion of the Tax Matters Agreement that was entered on the Effective Date between EFH Corp. and Vistra Energy. Additionally, since
the date of the Settlement Agreement, no further cash payments among the Debtors were made in respect of federal income taxes. EFH Corp. has elected to
continue to allocate federal income taxes among the entities that are parties to the Federal and State Income Tax Allocation Agreement. The Settlement Agreement
did not alter the allocation and payment for state income taxes, which continued to be settled prior to the Effective Date.

The calculation of our effective tax rate is as follows:
 

   Three Months Ended September 30,   Nine Months Ended September 30,  
       2016          2015          2016          2015     
Income (loss) before income taxes   $ 184   $ (1,933)  $ (653)  $ (3,883) 
Income tax benefit (expense)   $ 3   $ 416   $ (3)  $ 816  
Effective tax rate    (1.6)%   21.5%   0.5%   21.0% 

For the three months ended September 30, 2016, the effective tax rate of (1.6%) related to our income tax benefit was lower than the US Federal statutory
rate of 35% due primarily to a forecasted valuation allowance against deferred tax assets, offset by the tax benefit recognized from the settlement agreement
reached with the Texas Comptroller of Public Accounts. For the three months ended September 30, 2015, the effective tax rate of 21.5% related to our income tax
benefit was lower than the US Federal statutory rate of 35% due primarily to the nondeductible goodwill impairment charge (see Note 4) and nondeductible legal
and other professional services costs related to the Chapter 11 Cases. As of September 30, 2016 the valuation allowance against deferred tax assets totaled $401
million.
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For the nine months ended September 30, 2016, the effective tax rate of 0.5% related to our income tax expense was lower than the US Federal statutory rate
of 35% due primarily to a forecasted valuation allowance against deferred tax assets and Texas margin tax expense compared to pretax losses in 2016. For the nine
months ended September 30, 2015, the effective tax rate of 21.0% related to our income tax benefit was lower than the US Federal statutory rate of 35% due
primarily to the nondeductible goodwill impairment charges (see Note 4) and nondeductible legal and other professional services costs related to the Chapter 11
Cases, partially offset by the difference in the forecasted effective tax rate and the statutory rate applied to long-lived and intangible asset impairment charges (see
Notes 4 and 6) and the tax benefit recognized due to the Texas margin tax rate reduction in the three months ended June 30, 2015.

Liability for Uncertain Tax Positions

In September 2016, EFH Corp. entered into a settlement agreement with the Texas Comptroller of Public Accounts (Comptroller) whereby the Comptroller
agreed to release all claims and liabilities related to the EFH Corp. consolidated group’s state taxes, including sales tax, gross receipts utility tax, franchise tax and
direct pay tax, through the agreement date, in exchange for a release of all refund claims and a one-time payment of $12 million. This settlement was entered and
approved by the Bankruptcy Court in September 2016. As a result of the settlement, we reduced the liability for uncertain tax positions by $27 million.

In July 2016, EFH Corp. executed a Revenue Agent Report (RAR) with the IRS for the 2010 through 2013 tax years. As a result of the RAR, we reduced our
liability for uncertain tax positions by $1 million, resulting in a reclassification to the accumulated deferred income tax liability.

In March 2016, EFH Corp. signed a RAR with the IRS for the 2014 tax year. No financial statement impacts resulted from the signing of the 2014 RAR.

In June 2015, EFH Corp. signed a RAR with the IRS for the 2008 and 2009 tax years. The Bankruptcy Court approved EFH Corp.‘s signing of the RAR in
July 2015. As a result of EFH Corp. signing this RAR, we reduced the liability for uncertain tax positions by $22 million, resulting in a $18 million increase in
noncurrent inter-company tax payable to EFH Corp., a $2 million reclassification to the accumulated deferred income tax liability and the recording of a $2 million
income tax benefit.

 
6. IMPAIRMENT OF LONG-LIVED ASSETS

Impairment of Lignite/Coal Fueled Generation and Mining Assets

We evaluated our generation assets for impairment during September 2015 as a result of an impairment indicator related to the continued decline in
forecasted wholesale electricity prices in ERCOT. Our evaluation concluded that impairments existed at our Martin Lake, Sandow 4 and Sandow 5 generation
facilities, and the carrying value for those facilities and related mining facilities were reduced in total by $1.295 billion.

We evaluated our generation assets for impairment during March 2015 as a result of an impairment indicator related to the continued decline in forecasted
wholesale electricity prices in ERCOT. Our evaluation concluded that an impairment existed, and the carrying value at our Big Brown generation facility and
related mining facility was reduced by $676 million.

Our fair value measurement for these assets was determined based on an income approach that utilized probability-weighted estimates of discounted future
cash flows, which were Level 3 fair value measurements (see Note 13). Key inputs into the fair value measurement for these assets included current forecasted
wholesale electricity prices in ERCOT, forecasted fuel prices, capital and operating expenditure forecasts and discount rates.
 

F-97



Table of Contents

Additional material impairments may occur in the future for our other generation facilities if forward wholesale electricity prices continue to decline or
forecasted costs of producing electricity at our generation facilities increase, including increased costs of compliance with proposed environmental regulations.

 
7. INTEREST EXPENSE AND RELATED CHARGES
 
   Three Months Ended September 30,   Nine Months Ended September 30,  
       2016          2015          2016          2015     
Interest paid/accrued on debtor-in-possession

financing   $ 38   $ 16   $ 76   $ 47  
Adequate protection amounts paid/accrued    331    311    977    920  
Interest paid/accrued on pre-petition debt    —   —   1    4  
Amortization of debt issuance, amendment and

extension costs and discounts    4    —   4    1  
Capitalized interest    (2)   (2)   (9)   (8) 

    
 

   
 

   
 

   
 

Total interest expense and related charges   $ 371   $ 325   $ 1,049   $ 964  
    

 

   

 

   

 

   

 

Interest expense for the three and nine months ended September 30, 2016 and 2015 reflects interest paid and accrued on debtor-in-possession financing (see
Note 9), adequate protection amounts paid and accrued, as approved by the Bankruptcy Court in June 2014 for the benefit of secured creditors of (a) $22.616
billion principal amount of outstanding borrowings from the TCEH Senior Secured Facilities, (b) $1.750 billion principal amount of outstanding TCEH Senior
Secured Notes and (c) the $1.243 billion net liability related to the TCEH first lien interest rate swaps and natural gas hedging positions terminated shortly after the
Bankruptcy Filing (see Note 14), in exchange for their consent to the senior secured, super-priority liens contained in the DIP Facility and any diminution in value
of their interests in the pre-petition collateral from the Petition Date. The interest rate applicable to the adequate protection amounts paid/accrued for the nine
months ended September 30, 2016 was 4.95% (one-month LIBOR plus 4.50%). As of the Effective Date, amounts of adequate protection payments were re-
characterized as payments of principal.

The Bankruptcy Code generally restricts payment of interest on pre-petition debt, subject to certain exceptions. Additional interest payments may also be
made upon approval by the Bankruptcy Court. Other than amounts ordered or approved by the Bankruptcy Court, effective on the Petition Date, we discontinued
recording interest expense on outstanding pre-petition debt classified as LSTC. The table below shows contractual interest amounts, which are amounts due under
the contractual terms of the outstanding debt, including debt subject to compromise during the Chapter 11 Cases. Interest expense reported in the condensed
statements of consolidated income (loss) does not include contractual interest on pre-petition debt classified as LSTC totaling $213 million and $224 million for the
three months ended September 30, 2016 and 2015, respectively, and $640 million and $673 million for the nine months ended September 30, 2016 and 2015,
respectively, which has been stayed by the Bankruptcy Court effective on the Petition Date. Adequate protection paid/accrued presented below excludes interest
paid/accrued on the TCEH first-lien interest rate and commodity hedge claims (see Note 14) totaling $16 million and $15 million for the three months ended
September 30, 2016 and 2015, respectively, and $47 million and $44 million for the nine months ended September 30, 2016 and 2015, respectively, as such
amounts are not included in contractual interest amounts below.
 
   Three Months Ended September 30,    Nine Months Ended September 30,  
       2016           2015           2016           2015     
Contractual interest on debt classified as LSTC   $ 528    $ 520    $ 1,570    $ 1,549  
Adequate protection amounts paid/accrued    315     296     930     876  

    
 

    
 

    
 

    
 

Contractual interest on debt classified as LSTC not
paid/accrued   $ 213    $ 224    $ 640    $ 673  
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8. REORGANIZATION ITEMS

Expenses and income directly associated with the Chapter 11 Cases are reported separately in the condensed statements of consolidated income (loss) as
reorganization items as required by ASC 852, Reorganizations
. Reorganization items also include adjustments to reflect the carrying value of LSTC at their
estimated allowed claim amounts, as such adjustments are determined. The following table presents reorganization items incurred in the three and nine months
ended September 30, 2016 and 2015 as reported in the condensed statements of consolidated income (loss):
 
   Three Months Ended September 30,    Nine Months Ended September 30,  
       2016           2015           2016           2015     
Expenses related to legal advisory and representation

services   $ 28    $ 25    $ 55    $ 75  
Expenses related to other professional consulting and

advisory services    19     12     39     46  
Contract claims adjustments    10     —    13     28  
Other    7     2     9     3  

    
 

    
 

    
 

    
 

Total reorganization items   $ 64    $ 39    $ 116    $ 152  
    

 

    

 

    

 

    

 

 
9. DEBTOR-IN-POSSESSION BORROWING FACILITIES AND LONG-TERM DEBT NOT SUBJECT TO COMPROMISE

DIP
Roll
Facilities


— In August 2016, TCEH entered into the DIP Roll Facilities. The facilities provided for up to $4.250 billion in senior secured, super-
priority financing consisting of a revolving credit facility of up to $750 million (DIP Roll Revolving Credit Facility), a term loan letter of credit facility of up to
$650 million (TCEH DIP Roll Term Loan Letter of Credit Facility) and a term loan facility of up to $2.850 billion (DIP Roll Term Loan Facility). The DIP Roll
Facilities were senior, secured, super-priority debtor-in-possession credit agreements by and among the TCEH Debtors, the lenders that were party thereto from
time to time and an administrative and collateral agent. The maturity date of the DIP Roll Facilities was the earlier of (a) October 31, 2017 or (b) the Effective
Date. On the Effective Date, the DIP Roll Facilities converted to senior secured exit facilities with maturity dates of August 2021 for the revolving credit facility
and August 2023 for the term loan facilities (see Note 2).

Net proceeds from the DIP Roll Facilities totaled $3.465 billion and were used to repay $2.65 billion outstanding under the former DIP Facility, fund a $650
million collateral account used to backstop the issuances of letters of credit and pay $107 million of issuance costs. The remaining balance was used for general
corporate purposes. Additionally, $800 million of cash from collateral accounts under the former DIP Facility that was used to backstop letters of credit was
released to TCEH to be used for general corporate purposes.

The DIP Roll Facilities and related available capacity at September 30, 2016 are presented below. In the September 30, 2016 condensed consolidated balance
sheet, the borrowings under the DIP Roll Facilities are reported as noncurrent liabilities.
 

   September 30, 2016  

DIP Roll Facilities   
Facility 

Limit    
Cash 

Borrowings (d)   
Available Credit 

Capacity  
DIP Roll Revolving Credit Facility (a)   $ 750    $ —   $ 750  
DIP Roll Term Loan Letter of Credit Facility (b)    650     650     — 
DIP Roll Term Loan Facility (c)    2,850     2,850     — 

    
 

    
 

    
 

Total DIP Roll Facilities   $ 4,250    $ 3,500    $ 750  
    

 

    

 

    

 

 
(a) Facility to be used for general corporate purposes.
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(b) Facility used for issuing letters of credit for general corporate purposes. Borrowings under this facility were funded to collateral accounts that are reported as
restricted cash in the condensed consolidated balance sheet. At September 30, 2016, the restricted cash supported $546 million in letters of credit outstanding
(see Note 11), leaving $104 million in available letter of credit capacity.

(c) Facility used to repay all amounts outstanding under the former DIP Facility and issuance costs for the DIP Roll Facilities, with the remaining balance used
for general corporate purposes.

(d) Borrowings under debtor-in-possession credit facilities in the condensed balance sheets are presented net of debt issuance costs of $79 million and debt
discounts of $34 million.

Any amounts borrowed under the DIP Roll Revolving Credit Facility would bear interest based on applicable LIBOR rates plus 3.25%, and there were no
outstanding borrowings at September 30, 2016. Amounts borrowed under the DIP Roll Term Loan Letter of Credit Facility bore interest based on applicable
LIBOR rates, subject to a 1% floor, plus 4%, and the rate outstanding on outstanding borrowings was 5.00% at September 30, 2016. Amounts borrowed under the
DIP Roll Term Loan Facility bore interest based on applicable LIBOR rates, subject to a 1% floor, plus 4%, and the interest rate on outstanding borrowings was
5.00% at September 30, 2016. The DIP Roll Facilities also provided for certain additional fees payable to the agents and lenders, as well as availability fees payable
with respect to any unused portions of the available DIP Roll Facilities.

From and after the Effective Date, t he TCEH Debtors’ obligations under the DIP Roll Facilities are secured by a lien covering substantially all of Vistra
Energy’s consolidated assets, rights and properties, subject to certain exceptions set forth in the DIP Roll Facilities. From and after the Effective Date, substantially
all of TCEH’s subsidiaries are guarantors of the DIP Roll Facilities, including all subsidiaries that were Debtors in the Chapter 11 Cases.

The DIP Roll Facilities also permitted certain hedging agreements to be secured on a pari-passu basis with the DIP Roll Facilities in the event those hedging
agreements met certain criteria set forth in the DIP Roll Facilities.

The DIP Roll Facilities provided for a carve-out (RCT Carve-Out) related to mining land reclamation requirements that TCEH’s Luminant Mining
subsidiary has with the RCT, which among other things, oversees lignite mining activity in Texas. The RCT Carve-Out was used by Luminant Mining to secure up
to $975 million of its mining reclamation obligations with the RCT.

The DIP Roll Facilities provided for affirmative and negative covenants applicable to TCEH, including affirmative covenants requiring TCEH to provide
financial information, budgets and other information to the agents under the DIP Roll Facilities, and negative covenants restricting TCEH’s ability to incur
additional indebtedness, grant liens, dispose of assets, make investments, pay dividends or take certain other actions, in each case except as permitted in the DIP
Roll Facilities. TCEH’s ability to borrow under the DIP Roll Facilities was subject to the satisfaction of certain customary conditions precedent set forth therein.

The DIP Roll Facilities provided for certain customary events of default, including events of default resulting from non-payment of principal, interest or
other amounts when due, material breaches of representations and warranties, material breaches of covenants in the DIP Roll Facilities or ancillary loan documents,
cross-defaults under other agreements or instruments and the entry of material judgments against TCEH. Solely with respect to the DIP Roll Revolving Credit
Facility, and solely during a compliance period (which, in general, is applicable when the aggregate revolving borrowings and revolving letters of credit exceed
30% of the revolving commitments), the agreement included a covenant that required the Consolidated Superpriority Secured Net Debt to Consolidated EBITDA
ratio not exceed 4.25 to 1.00. Although we had no borrowings under the DIP Roll Revolving Credit Facility as of September 30, 2016, we would have been in
compliance with this financial covenant if it were required to be tested. Upon the existence of an event of default, the DIP Roll Facilities provided that all principal,
interest and other amounts due thereunder would become immediately due and payable, either automatically or at the election of specified lenders.
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DIP
Facility


— The DIP Facility provided for up to $3.375 billion in senior secured, super-priority financing consisting of a revolving credit facility of up
to $1.950 billion (DIP Revolving Credit Facility) and a term loan facility of up to $1.425 billion (DIP Term Loan Facility). The DIP Facility was a senior, secured,
super-priority credit agreement by and among the TCEH Debtors, the lenders that were party thereto and an administrative and collateral agent. At December 31,
2015, all $1.425 billion of the DIP Term Loan Facility were borrowed at an interest rate of 3.75%. Of this amount, $800 million represented amounts that supported
issuances of letters of credit that were funded to a collateral account. Of the collateral account at December 31, 2015, $281 million was reported as cash and cash
equivalents and $519 million was reported as restricted cash, which represented the amounts of outstanding letters of credit. At December 31, 2015, no amounts
were borrowed under the DIP Revolving Credit Facility. As discussed above, in August 2016 all amounts under the DIP Facility were repaid using proceeds from
the DIP Roll Facilities, and the $800 million of cash that was funded to the collateral account was released to TCEH to be used for general corporate purposes.

Long-Term
Debt
Not
Subject
to
Compromise


— Amounts presented in the table below represent pre-petition liabilities that are not subject to compromise
due to the debt being fully collateralized or specific orders from the Bankruptcy Court approving repayment of the debt.
 
   

September 30, 
2016   

December 31, 
2015  

7.48% Fixed Secured Facility Bonds with amortizing payments through January 2017 (a)   $ —  $ 13  
Capital lease obligations    2    5  
Other    2    2  
Unamortized discount    —   (1) 

    
 

   
 

Total    4    19  
Less amounts due currently    (4)   (16) 

    
 

   
 

Total long-term debt not subject to compromise   $ —  $ 3  
    

 

   

 

 
(a) Debt issued by trust and secured by assets held by the trust.

 
10. LIABILITIES SUBJECT TO COMPROMISE (LSTC)

The amounts classified as LSTC reflect the company’s estimate of pre-petition liabilities and other expected allowed claims to be addressed in the Chapter
11 Cases. Amounts classified to LSTC do not include pre-petition liabilities that are fully collateralized by letters of credit or cash deposits. The following table
presents LSTC as reported in the condensed consolidated balance sheets at September 30, 2016 and December 31, 2015:
 
   

September 30, 
2016    

December 31, 
2015  

Notes, loans and other debt per the following table   $ 31,668    $ 31,668  
Accrued interest on notes, loans and other debt    646     646  
Net liability under terminated TCEH interest rate swap and natural gas hedging agreements (Note 14)    1,243     1,243  
Trade accounts payable and other expected allowed claims    191     176  
Advances and other payables to affiliates    1     1  

    
 

    
 

Total liabilities subject to compromise   $ 33,749    $ 33,734  
    

 

    

 

On the Effective Date, the TCEH Debtors (together with the Contributed EFH Debtors) emerged from the Chapter 11 Cases and discharged substantially all
of the $33.7 billion in LSTC.
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Pre-Petition Notes, Loans and Other Debt Reported as LSTC

Amounts presented below represent principal amounts of pre-petition notes, loans and other debt reported as LSTC.
 
   

September 30, 
2016    

December 31, 
2015  

Senior Secured Facilities:     
TCEH Floating Rate Term Loan Facilities due October 10, 2014   $ 3,809    $ 3,809  
TCEH Floating Rate Letter of Credit Facility due October 10, 2014    42     42  
TCEH Floating Rate Revolving Credit Facility due October 10, 2016    2,054     2,054  
TCEH Floating Rate Term Loan Facilities due October 10, 2017    15,691     15,691  
TCEH Floating Rate Letter of Credit Facility due October 10, 2017    1,020     1,020  

11.5% Fixed Senior Secured Notes due October 1, 2020    1,750     1,750  
15% Fixed Senior Secured Second Lien Notes due April 1, 2021    336     336  
15% Fixed Senior Secured Second Lien Notes due April 1, 2021, Series B    1,235     1,235  
10.25% Fixed Senior Notes due November 1, 2015    1,833     1,833  
10.25% Fixed Senior Notes due November 1, 2015, Series B    1,292     1,292  
10.50% /11.25% Senior Toggle Notes due November 1, 2016    1,749     1,749  
Pollution Control Revenue Bonds:     

Brazos River Authority:     
5.40% Fixed Series 1994A due May 1, 2029    39     39  
7.70% Fixed Series 1999A due April 1, 2033    111     111  
7.70% Fixed Series 1999C due March 1, 2032    50     50  
8.25% Fixed Series 2001A due October 1, 2030    71     71  
8.25% Fixed Series 2001D-1 due May 1, 2033    171     171  
6.30% Fixed Series 2003B due July 1, 2032    39     39  
6.75% Fixed Series 2003C due October 1, 2038    52     52  
5.40% Fixed Series 2003D due October 1, 2029    31     31  
5.00% Fixed Series 2006 due March 1, 2041    100     100  

Sabine River Authority of Texas:     
6.45% Fixed Series 2000A due June 1, 2021    51     51  
5.20% Fixed Series 2001C due May 1, 2028    70     70  
5.80% Fixed Series 2003A due July 1, 2022    12     12  
6.15% Fixed Series 2003B due August 1, 2022    45     45  

Trinity River Authority of Texas:     
6.25% Fixed Series 2000A due May 1, 2028    14     14  

Other:     
Other    1     1  

    
 

    
 

Total TCEH consolidated notes, loans and other debt   $ 31,668    $ 31,668  
    

 

    

 

TCEH Letter of Credit Facility Activity

Borrowings under the TCEH Letter of Credit Facility had been recorded by TCEH as restricted cash that supported issuances of letters of credit. At
December 31, 2015, the restricted cash related to the pre-petition TCEH Letter of Credit Facility totaled $507 million, and there were no outstanding letters of
credit related to the pre-petition TCEH Letter of Credit Facility. Pursuant to the confirmation of the Plan of Reorganization in August 2016 with respect to the
TCEH Debtors and the Contributed EFH Debtors, the restricted cash was released to TCEH and reclassified to cash and cash equivalents.
 

F-102



Table of Contents

Information Regarding Significant Pre-Petition Debt

See Note 12 to our December 31, 2015 Financial Statements for information regarding our pre-petition debt. There have been no changes in pre-petition debt
since December 31, 2015.

 
11. COMMITMENTS AND CONTINGENCIES

Guarantees

We have entered into contracts that contain guarantees to unaffiliated parties that could require performance or payment under certain conditions. Material
guarantees are discussed below.

See Notes 9 and 10 for discussion of guarantees and security for certain of our post-petition and pre-petition debt.

Letters of Credit

At September 30, 2016, we had outstanding letters of credit under the DIP Roll Facilities totaling $546 million as follows:
 

 •  $399 million to support commodity risk management and trading collateral requirements in the normal course of business, including over-the-counter
and exchange-traded hedging transactions and collateral postings with ERCOT;

 

 •  $64 million to support executory contracts and insurance agreements;
 

 •  $55 million to support our REP financial requirements with the PUCT, and
 

 •  $28 million for other credit support requirements.

On the Effective Date, all of our outstanding letters of credit under the DIP Roll Facilities became obligations under Vistra Energy’s senior secured exit
facilities (see Note 9).

Litigation

Litigation Related to EPA Reviews   — In June 2008, the EPA issued an initial request for information to TCEH under the EPA’s authority under Section
114 of the Clean Air Act (CAA). The stated purpose of the request is to obtain information necessary to determine compliance with the CAA, including New
Source Review Standards and air permits issued by the TCEQ for the Big Brown, Monticello and Martin Lake generation facilities. In April 2013, we received an
additional information request from the EPA under Section 114 related to the Big Brown, Martin Lake and Monticello facilities as well as an initial information
request related to the Sandow 4 generation facility.

In July 2012, the EPA sent us a notice of violation alleging noncompliance with the CAA’s New Source Review Standards and the air permits at our Martin
Lake and Big Brown generation facilities. In July 2013, the EPA sent us a second notice of violation alleging noncompliance with the CAA’s New Source Review
Standards at our Martin Lake and Big Brown generation facilities, which the EPA said “superseded” its July 2012 notice. In August 2013, the US Department of
Justice, acting as the attorneys for the EPA, filed a civil enforcement lawsuit against Luminant Generation Company LLC and Big Brown Power Company LLC in
federal district court in Dallas, alleging violations of the CAA at our Big Brown and Martin Lake generation facilities. In August 2015, the district court issued its
ruling on our motion to dismiss and granted the motion as to seven of the nine claims asserted by the EPA in the lawsuit. In August 2016, the EPA filed an
amended complaint, eliminating one of the two remaining claims and withdrawing a request for civil penalties in the other remaining claim. The EPA also filed a
motion for entry of final judgment. In September 2016, we filed a motion opposing the EPA’s motion for entry of final judgment. In October 2016, the district
court denied the EPA’s motion for entry of final judgment.
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Presently, the part of the one remaining claims remains before the district court, and it is currently scheduled for trial in October 2017. We believe that we have
complied with all requirements of the CAA and intend to vigorously defend against the remaining allegations. The lawsuit requests the maximum civil penalties
available under the CAA to the government of up to $32,500 to $37,500 per day for each alleged violation, depending on the date of the alleged violation, and
injunctive relief, including an order requiring the installation of best available control technology at the affected units. An adverse outcome could require
substantial capital expenditures that cannot be determined at this time and could possibly require the payment of substantial penalties. We cannot predict the
outcome of these proceedings, including the financial effects, if any.

Greenhouse Gas Emissions

In August 2015, the EPA finalized rules to address greenhouse gas (GHG) emissions from new, modified and reconstructed units, and existing electricity
generation plants. The rule for existing facilities would establish state-specific emissions rate goals to reduce nationwide carbon dioxide emissions related to
affected electricity generation units by over 30% from 2012 emission levels by 2030. A number of parties, including Luminant, filed petitions for review in the US
Court of Appeals for the District of Columbia Circuit (D.C. Circuit Court) for the rule for new, modified and reconstructed plants. In addition, a number of petitions
for review of the rule for existing plants were filed in the D.C. Circuit Court by various parties and groups, including challenges from twenty-seven different states
opposed to the rule as well as those from, among others, certain power generating companies, various business groups and some labor unions. Luminant also filed
its own petition for review. In January 2016, a coalition of states, industry (including Luminant) and other parties filed applications with the US Supreme Court
asking that the court stay the rule while the court reviews the legality of the rule for existing plants. In February 2016, the US Supreme Court stayed the rule
pending the conclusion of legal challenges on the rule before the D.C. Circuit Court and until the US Supreme Court disposes of any subsequent petition for review.
Oral argument on the merits of the legal challenges to the rule was heard in September 2016 before the entire D.C. Circuit Court. While we cannot predict the
outcome of this rulemaking and legal proceedings on our results of operations, liquidity or financial condition, the impacts could be material.

In August 2015, the EPA proposed model rules and federal plan requirements for states to consider as they develop state plans to comply with the rules for
GHG emissions. A federal plan would then be finalized for a state if a state fails to submit a state plan by the deadlines established in the CAA for existing plants or
if the EPA disapproves a submitted state plan. We filed comments on the federal plan proposal in January 2016. While we cannot predict the timing or outcome of
this rulemaking and legal proceedings on our results of operations, liquidity or financial condition, the impacts could be material.

Cross-State Air Pollution Rule (CSAPR)

In July 2011, the EPA issued the CSAPR, compliance with which would have required significant additional reductions of sulfur dioxide (SO 2 ) and
nitrogen oxide (NO x ) emissions from our fossil fueled generation units. In February 2012, the EPA released a final rule (Final Revisions) and a proposed rule
revising certain aspects of the CSAPR, including increases in the emissions budgets for Texas and our generation assets as compared to the July 2011 version of the
rule. In June 2012, the EPA finalized the proposed rule (Second Revised Rule).

The CSAPR became effective January 1, 2015. In July 2015, following a remand of the case from the US Supreme Court to consider further legal challenges,
the D.C. Circuit Court unanimously ruled in favor of us and other petitioners, holding that the CSAPR emissions budgets over-controlled Texas and other states.
The D.C. Circuit Court remanded those states’ budgets to the EPA for prompt reconsideration. While we planned to participate in the EPA’s reconsideration
process to develop increased budgets that do not over-control Texas, the EPA instead responded to the remand by updating the NO X ozone season budget for the
2008 ozone standard with a new rulemaking without explicitly addressing the issues of over-control of the 1997 standard. Comments on the EPA’s proposal were
submitted by Luminant in February 2016. In June 2016, the EPA issued a memorandum describing the EPA’s proposed approach for responding to the D.C. Circuit
Court’s remand for
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reconsideration of the CSAPR SO 2 emission budgets for Texas and three other states that had been remanded to the EPA by the D.C. Circuit Court. In the
memorandum, the EPA stated that those four states could either voluntarily participate in the CSAPR by submitting a SIP revision adopting the SO 2 budgets that
had been previously held invalid by the D.C. Circuit Court and the current annual NOx budgets or, if the state chooses not to participate in the CSAPR, the EPA
could withdraw the CSAPR FIPs by the fall of 2016 for those states and address any interstate transport and regional haze obligations on a state-by-state basis.
While we cannot predict the outcome of future proceedings related to the CSAPR, including the EPA’s recent actions concerning the CSAPR annual emissions
budgets for affected states and participating in the CSAPR program, based upon our current operating plans we do not believe that the CSAPR will cause any
material operational, financial or compliance issues. We are currently evaluating the EPA’s recent proposed actions regarding SO 2 budgets for Texas.

Regional Haze

The Regional Haze Program of the CAA establishes “as a national goal the prevention of any future, and the remedying of any existing, impairment of
visibility in mandatory Class I federal areas, like national parks, which impairment results from man-made pollution.” There are two components to the Regional
Haze Program. First, states must establish goals for reasonable progress for Class I federal areas within the state and establish long-term strategies to reach those
goals and to assist Class I federal areas in neighboring states to achieve reasonable progress set by those states towards a goal of natural visibility by 2064. Second,
electricity generation units built between 1962 and 1977 are subject to best available retrofit technology (BART) standards designed to improve visibility. BART
reductions of SO 2 and NO X are required either on a unit-by-unit basis or are deemed satisfied by state participation in an EPA-approved regional trading program
such as the CSAPR. In February 2009, the TCEQ submitted a State Implementation Plan (SIP) concerning regional haze (Regional Haze SIP) to the EPA. In
December 2011, the EPA proposed a limited disapproval of the Regional Haze SIP due to its reliance on the Clean Air Interstate Rule (CAIR) instead of the EPA’s
replacement CSAPR program. In August 2012, we filed a petition for review in the Fifth Circuit Court challenging the EPA’s limited disapproval of the Regional
Haze SIP on the grounds that the CAIR continued in effect pending the D.C. Circuit Court’s decision in the CSAPR litigation. In September 2012, we filed a
petition to intervene in a case filed by industry groups and other states and private parties in the D.C. Circuit Court challenging the EPA’s limited disapproval and
issuance of a Federal Implementation Plan (FIP) regarding the regional haze BART program. The Fifth Circuit Court case has since been transferred to the D.C.
Circuit Court and consolidated with other pending BART program regional haze appeals. Briefing in the D.C. Circuit Court is scheduled to be completed by March
2017.

In response to a lawsuit by environmental groups, the D.C. Circuit Court issued a consent decree in March 2012 that required the EPA to propose a decision
on the Regional Haze SIP by May 2012 and finalize that decision by November 2012. The consent decree requires a FIP for any provisions that the EPA
disapproves. The D.C. Circuit Court has amended the consent decree several times to extend the dates for the EPA to propose and finalize a decision on the
Regional Haze SIP. The consent decree was modified in December 2015 to extend the deadline for the EPA to finalize action on the determination and adoption of
requirements for BART for electricity generation. Under the amended consent decree the EPA has until December 2016 to finalize a FIP for BART for Texas
electricity generation sources, if the EPA determines that BART requirements have not been met.

In June 2014, the EPA issued requests for information under Section 114 of the CAA to Luminant and other generators in Texas. After releasing a proposed
rule in November 2014 and receiving comments from a number of parties, including Luminant and the State of Texas in April 2015, the EPA released a final rule in
January 2016 approving in part and disapproving in part Texas’ SIP for Regional Haze and issuing a FIP for Regional Haze. In the rule, the EPA asserts that the
Texas SIP does not show reasonable progress in improving visibility for two areas in Texas and that its long-term strategy fails to make emission reductions needed
to achieve reasonable progress in improving visibility in the Wichita Mountains of Oklahoma. Unlike the proposed rule and inconsistent with how the EPA has
applied Regional Haze rules to other states, the EPA’s final rule does not treat
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Texas’s compliance with the CSAPR as satisfying its obligations under the BART portion of the Regional Haze Program. The EPA concluded that it would not be
appropriate to finalize that determination at this time given the remand of the CSAPR budgets. In our view, the EPA’s proposed FIP for Texas goes beyond the
requirements of the CAA and sets emission limits on a unit-by-unit basis for 15 electricity generation units in Texas. The EPA’s proposed emission limits assume
additional control equipment for specific coal fueled generation units across Texas, including new flue gas desulfurization systems (scrubbers) at seven generation
units and upgrades to existing scrubbers at seven generation units. Specifically for Luminant, the EPA’s emission limitations are based on new scrubbers at Big
Brown Units 1 and 2 and Monticello Units 1 and 2 and scrubber upgrades at Martin Lake Units 1, 2 and 3, Monticello Unit 3 and Sandow Unit 4. Luminant is
continuing to evaluate the requirements and potential financial and operational impacts of the rule, but new scrubbers at the Big Brown and Monticello units
necessary to achieve the emission limits required by the FIP (if those limits are possible to attain), along with the existence of low wholesale power prices in
ERCOT, would likely challenge the long-term economic viability of those units. Under the terms of the rule, the scrubber upgrades will be required by February
2019, and the new scrubbers will be required by February 2021. In March 2016, Luminant and a number of other parties, including the State of Texas, filed
petitions for review in the US Fifth Circuit Court challenging the FIP on Texas. Luminant and other parties also filed motions to stay the FIP while the court
reviews the legality of the EPA’s action. In July 2016, the Fifth Circuit Court denied the EPA’s motion to dismiss our challenge to the FIP and denied the EPA’s
motion to transfer the challenges Luminant, the other industry petitioners and the State of Texas filed to the D.C. Circuit Court. In addition, the Fifth Circuit Court
granted the motions to stay filed by Luminant, the other industry petitioners and the State of Texas pending final review of the petitions for review. The case is
currently abated until the end of November 2016 in order to allow the parties to pursue settlement discussions. While we cannot predict the outcome of the
rulemaking and legal proceedings, the result may have a material impact on our results of operations, liquidity or financial condition.

State Implementation Plan (SIP)

In February 2013, in response to a petition for rulemaking filed by the Sierra Club, the EPA proposed a rule requiring certain states to replace SIP
exemptions for excess emissions during malfunctions with an affirmative defense. Texas was not included in that original proposal since it already had an EPA-
approved affirmative defense provision in its SIP. In 2014, as a result of a D.C. Circuit Court decision striking down an affirmative defense in another EPA rule,
the EPA revised its 2013 proposal to extend the EPA’s proposed findings of inadequacy to states that have affirmative defense provisions, including Texas. The
EPA’s revised proposal would require Texas to remove or replace its EPA-approved affirmative defense provisions for excess emissions during startup, shutdown
and maintenance events. In May 2015, the EPA finalized the proposal. In June 2015, we filed a petition for review in the Fifth Circuit Court challenging certain
aspects of the EPA’s final rule as they apply to the Texas SIP. The State of Texas and other parties have also filed similar petitions in the Fifth Circuit Court. In
August 2015, the Fifth Circuit Court transferred the petitions that Luminant and other parties filed to the D.C. Circuit Court, and in October 2015 the petitions were
consolidated with the pending petitions challenging the EPA’s action in the D.C. Circuit Court. Briefing in the D.C. Circuit Court on the challenges was completed
in October 2016. We cannot predict the timing or outcome of this proceeding.

In June 2014, the Sierra Club filed a petition in the D.C. Circuit Court seeking review of several EPA regulations containing affirmative defenses for
malfunctions, including the Mercury and Air Toxics Standard (MATS) rule for power plants. In the petition, the Sierra Club contends this affirmative defense is no
longer permissible in light of a D.C. Circuit Court decision regarding similar defenses applicable to the cement industry. Luminant filed a motion to intervene in
this case. In July 2014, the D.C. Circuit Court ordered the case stayed pending the EPA’s consideration of a petition for administrative reconsideration of the
regulations at issue. In December 2014, the EPA signed a proposal to make technical corrections to the MATS rule. We filed comments on this proposal in April
2015. In March 2016, the EPA finalized the MATS technical corrections, including the removal of affirmative defense for malfunctions. Except as set forth above,
we cannot predict the timing or outcome of future proceedings related to this petition, the petition for administrative reconsideration that is pending before the EPA
or the financial effects of these proceedings, if any.
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Other Matters

We are involved in various legal and administrative proceedings in the normal course of business, the ultimate resolutions of which, in the opinion of
management, are not anticipated to have a material effect on our results of operations, liquidity or financial condition.

 
12. MEMBERSHIP INTERESTS

Under applicable law, we are prohibited from paying any distribution to the extent that immediately following payment of such distribution, we would be
insolvent.

The agreement governing the DIP Roll Facilities generally restricts our ability to make distributions or loans to any of our parent companies or their
subsidiaries unless such distributions or loans were expressly permitted under the agreement governing such facility.

Membership Interests

The following tables present the changes to membership interests for the nine months ended September 30, 2016 and 2015:
 

Nine Months Ended September 30, 2016  

   
Capital 
Account    

Accumulated 
Other 

Comprehensive 
Loss    

Total 
Membership 

Interests  
Balance at December 31, 2015   $(22,851)   $ (33)   $ (22,884) 

Net loss    (656)    —    (656) 
Net effects of cash flow hedges    —    1     1  
Other    —    —    — 

    
 

    
 

    
 

Balance at September 30, 2016   $(23,507)   $ (32)   $ (23,539) 
    

 

    

 

    

 

 
Nine Months Ended September 30, 2015  

   
Capital 
Account    

Accumulated 
Other 

Comprehensive 
Loss    

Total 
Membership 

Interests  
Balance at December 31, 2014   $(18,174)   $ (35)   $ (18,209) 

Net loss    (3,067)    —    (3,067) 
Net effect of cash flow hedges    —    1     1  

    
 

    
 

    
 

Balance at June 30, 2015   $(21,241)   $ (34)   $ (21,275) 
    

 

    

 

    

 

 
13. FAIR VALUE MEASUREMENTS

Accounting standards related to the determination of fair value define fair value as the price that would be received to sell an asset, or paid to transfer a
liability, in an orderly transaction between willing market participants at the measurement date. We use a mid-market valuation convention (the mid-point price
between bid and ask prices) as a practical expedient to measure fair value for the majority of our assets and liabilities subject to fair value measurement on a
recurring basis. We primarily use the market approach for recurring fair value measurements and use valuation techniques to maximize the use of observable inputs
and minimize the use of unobservable inputs.
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We categorize our assets and liabilities recorded at fair value based upon the following fair value hierarchy:
 

 

•  Level 1 valuations use quoted prices in active markets for identical assets or liabilities that are accessible at the measurement date. An active market is
a market in which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing information on an ongoing basis.
Our Level 1 assets and liabilities include exchange-traded commodity contracts. For example, some of our derivatives are NYMEX or the
IntercontinentalExchange (an electronic commodity derivative exchange) futures and swaps transacted through clearing brokers for which prices are
actively quoted.

 

 

•  Level 2 valuations use inputs that, in the absence of actively quoted market prices, are observable for the asset or liability, either directly or indirectly.
Level 2 inputs include: (a) quoted prices for similar assets or liabilities in active markets, (b) quoted prices for identical or similar assets or liabilities in
markets that are not active, (c) inputs other than quoted prices that are observable for the asset or liability such as interest rates and yield curves
observable at commonly quoted intervals and (d) inputs that are derived principally from or corroborated by observable market data by correlation or
other mathematical means. Our Level 2 valuations utilize over-the-counter broker quotes, quoted prices for similar assets or liabilities that are
corroborated by correlations or other mathematical means, and other valuation inputs. For example, our Level 2 assets and liabilities include forward
commodity positions at locations for which over-the-counter broker quotes are available.

 

 

•  Level 3 valuations use unobservable inputs for the asset or liability. Unobservable inputs are used to the extent observable inputs are not available,
thereby allowing for situations in which there is little, if any, market activity for the asset or liability at the measurement date. We use the most
meaningful information available from the market combined with internally developed valuation methodologies to develop our best estimate of fair
value. For example, our Level 3 assets and liabilities include certain derivatives with values derived from pricing models that utilize multiple inputs to
the valuations, including inputs that are not observable or easily corroborated through other means. See further discussion below.

Prior to the Effective Date, our valuation policies and procedures were developed, maintained and validated by an EFH Corp. centralized risk management
group that reported to the EFH Corp. Chief Financial Officer. Risk management functions include commodity price reporting and validation, valuation model
validation, risk analytics, risk control, credit risk management and risk reporting.

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

In utilizing broker quotes, we attempt to obtain multiple quotes from brokers (generally non-binding) that are active in the commodity markets in which we
participate (and require at least one quote from two brokers to determine a pricing input as observable); however, not all pricing inputs are quoted by brokers. The
number of broker quotes received for certain pricing inputs varies depending on the depth of the trading market, each individual broker’s publication policy, recent
trading volume trends and various other factors.

Probable loss from default by either us or our counterparties is considered in determining the fair value of derivative assets and liabilities. These non-
performance risk adjustments take into consideration credit enhancements and the credit risks associated with our credit standing and the credit standing of our
counterparties (see Note 14 for additional information regarding credit risk associated with our derivatives). We utilize credit ratings and default rate factors in
calculating these fair value measurement adjustments.

Certain derivatives and financial instruments are valued utilizing option pricing models that take into consideration multiple inputs including, but not limited
to, commodity prices, volatility factors, discount rates
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and other market based factors. Additionally, when there is not a sufficient amount of observable market data, valuation models are developed that incorporate
proprietary views of market factors. Significant unobservable inputs used to develop the valuation models include volatility curves, correlation curves, illiquid
pricing locations and credit/non-performance risk assumptions. Those valuation models are generally used in developing long-term forward price curves for certain
commodities. We believe the development of such curves is consistent with industry practice; however, the fair value measurements resulting from such curves are
classified as Level 3.

The significant unobservable inputs and valuation models are developed by employees trained and experienced in market operations and fair value
measurements and validated by the company’s risk management group, which also further analyzes any significant changes in Level 3 measurements. Significant
changes in the unobservable inputs could result in significant upward or downward changes in the fair value measurement.

With respect to amounts presented in the following fair value hierarchy tables, the fair value measurement of an asset or liability ( e.g.
, a contract) is
required to fall in its entirety in one level, based on the lowest level input that is significant to the fair value measurement. Certain assets and liabilities would be
classified in Level 2 instead of Level 3 of the hierarchy except for the effects of credit reserves and non-performance risk adjustments, respectively. Assessing the
significance of a particular input to the fair value measurement in its entirety requires judgment, considering factors specific to the asset or liability being measured.

Assets and liabilities measured at fair value on a recurring basis consisted of the following:
 

September 30, 2016  
  Level 1  Level 2  Level 3 (a)  Reclassification (b)  Total  
Assets:      

Commodity contracts  $ 118   $ 97   $ 109   $ 4   $ 328  
Nuclear decommissioning trust — equity securities (c)   410    —   —   —   410  
Nuclear decommissioning trust — debt securities (c)   —   348    —   —   348  

   
 

   
 

   
 

   
 

   
 

Subtotal  $ 528   $ 445   $ 109   $ 4   $1,086  
   

 

   

 

   

 

   

 

   

 

Assets measured at net asset value (d):      
Nuclear decommissioning trust — equity securities (c)       237  

       
 

Total assets      $1,323  
       

 

Liabilities:      
Commodity contracts  $ 97   $ 17   $ 12   $ 4   $ 130  

   
 

   
 

   
 

   
 

   
 

Total liabilities  $ 97   $ 17   $ 12   $ 4   $ 130  
   

 

   

 

   

 

   

 

   

 

 
December 31, 2015  

  Level 1  Level 2  Level 3 (a)  Reclassification (b)  Total  
Assets:      

Commodity contracts  $ 385   $ 41   $ 49   $ —  $ 475  
Nuclear decommissioning trust — equity securities (c)   380    219    —   —   599  
Nuclear decommissioning trust — debt securities (c)   —   319    —   —   319  

   
 

   
 

   
 

   
 

   
 

Total assets  $ 765   $ 579   $ 49   $ —  $1,393  
   

 

   

 

   

 

   

 

   

 

Liabilities:      
Commodity contracts  $ 128   $ 64   $ 12   $ —  $ 204  

   
 

   
 

   
 

   
 

   
 

Total liabilities  $ 128   $ 64   $ 12   $ —  $ 204  
   

 

   

 

   

 

   

 

   

 

 
(a) See table below for description of Level 3 assets and liabilities.
(b) Fair values are determined on a contract basis, but certain contracts result in a current asset and a noncurrent liability, or vice versa, as presented in the

condensed consolidated balance sheets.
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(c) The nuclear decommissioning trust investment is included in the investments line in the condensed consolidated balance sheets. See Note 16.
(d) Certain investments measured at fair value using the net asset value per share (or its equivalent) have not been classified in the fair value hierarchy. This

presentation is only allowed for periods beginning after December 15, 2015. The fair value amounts presented in this line are intended to permit
reconciliation of the fair value hierarchy to the amounts presented in the condensed consolidated balance sheets.

Commodity contracts consist primarily of natural gas, electricity, fuel oil, uranium and coal agreements and include financial instruments entered into for
hedging purposes as well as physical contracts that have not been designated normal purchases or sales. See Note 14 for further discussion regarding derivative
instruments.

Nuclear decommissioning trust assets represent securities held for the purpose of funding the future retirement and decommissioning of our nuclear
generation facility. These investments include equity, debt and other fixed-income securities consistent with investment rules established by the NRC and the
PUCT.

The following tables present the fair value of the Level 3 assets and liabilities by major contract type and the significant unobservable inputs used in the
valuations at September 30, 2016 and December 31, 2015:
 

September 30, 2016
  Fair Value        

Contract Type (a)  Assets  Liabilities  Total  
Valuation 
Technique  Significant Unobservable Input  Range (b)

Electricity purchases and sales   $39    $(1)    $38   Valuation Model  Hourly price curve shape (d)  $0 to $35/MWh

     
Illiquid delivery periods for ERCOT hub power
prices and heat rates (e)  $30 to $70/MWh

Electricity spread options
  31    (4)    27   

Option Pricing
Model  Gas to power correlation (f)  50% to 95%

     Power volatility (g)  10% to 60%

Electricity congestion revenue rights
  32    (6)    26   

Market Approach
(h)  

Illiquid price differences between settlement
points (i)  $0 to $10/MWh

Other (j)   7    (1)    6     
   

 
   

 
   

 
   

Total   $109    $(12)    $97     
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December 31, 2015
  Fair Value        

Contract Type (a)  Assets  Liabilities  Total  
Valuation 
Technique  Significant Unobservable Input  Range (b)

Electricity purchases and sales   $1    $(1)    $—  Valuation Model  Illiquid pricing locations (c)  $15 to $35/MWh
     Hourly price curve shape (d)  $15 to $45/MWh

Electricity spread options
  2    (7)    (5)   

Option Pricing
Model  Gas to power correlation (f)  35% to 80%

     Power volatility (g)  10% to 35%

Electricity congestion revenue rights
  39    (4)    35   

Market Approach
(h)  

Illiquid price differences between settlement
points (i)  $0 to $10/MWh

Other (j)   7    —   7     
   

 
   

 
   

 
   

Total   $49    $(12)    $37     
   

 

   

 

   

 

   

 
(a) Electricity purchase and sales contracts include power and heat rate hedging positions in the ERCOT regions. Electricity spread options contracts consist of

physical electricity call options. Electricity congestion revenue rights contracts consist of forward purchase contracts (swaps and options) used to hedge
electricity price differences between settlement points within ERCOT.

(b) The range of the inputs may be influenced by factors such as time of day, delivery period, season and location.
(c) Based on the historical range of forward average monthly ERCOT hub and load zone prices.
(d) Based on the historical range of forward average hourly ERCOT North Hub prices.
(e) Based on historical forward ERCOT power price and heat rate variability.
(f) Estimate of the historical range based on forward natural gas and on-peak power prices for the ERCOT hubs most relevant to our spread options.
(g) Based on historical forward price changes.
(h) While we use the market approach, there is insufficient market data to consider the valuation liquid.
(i) Based on the historical price differences between settlement points within the ERCOT hubs and load zones.
(j) Other includes contracts for ancillary services, natural gas, power options, coal and coal options.

There were no significant transfers between Level 1 and Level 2 of the fair value hierarchy for the three and nine months ended September 30, 2016 and
2015. See the table of changes in fair values of Level 3 assets and liabilities below for discussion of transfers between Level 2 and Level 3 for the three and nine
months ended September 30, 2016 and 2015. During the three months ended September 30, 2016, in conjunction with the Lamar and Forney Acquisition, we
assumed certain electricity spread options that are classified in Level 3 of the fair value hierarchy.
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The following table presents the changes in fair value of the Level 3 assets and liabilities for the three and nine months ended September 30, 2016 and 2015.
 
   Three Months Ended September 30,   Nine Months Ended September 30,  
       2016          2015          2016          2015     
Net asset (liability) balance at beginning of period   $ (9)  $ 44   $ 37   $ 35  

    
 

   
 

   
 

   
 

Total unrealized valuation gains (losses)    126    (1)   122    13  
Purchases, issuances and settlements (a):      

Purchases    11    5    37    37  
Issuances    (4)   (2)   (20)   (7) 
Settlements    (24)   (19)   (51)   (44) 

Transfers into Level 3 (b)    —   —   1    — 
Transfers out of Level 3 (b)    —   —   1    (7) 
Net liabilities assumed in the Lamar and Forney

Acquisition (Note 3)    (3)   —   (30)   — 
    

 
   

 
   

 
   

 

Net change (c)    106    (17)   60    (8) 
    

 
   

 
   

 
   

 

Net asset (liability) balance at end of period   $ 97   $ 27   $ 97   $ 27  
    

 

   

 

   

 

   

 

Unrealized valuation gains (losses) relating to
instruments held at end of period   $ 92   $ 1   $ 98   $ 1  

 
(a) Settlements reflect reversals of unrealized mark-to-market valuations previously recognized in net income. Purchases and issuances reflect option premiums

paid or received.
(b) Includes transfers due to changes in the observability of significant inputs. Transfers in and out occur at the end of each quarter, which is when the

assessments are performed. All Level 3 transfers during the periods presented are in and out of Level 2.
(c) Substantially all changes in values of commodity contracts (excluding net liabilities assumed in the Lamar and Forney Acquisition) are reported in the

condensed statements of consolidated income (loss) in net gain from commodity hedging and trading activities. Activity excludes changes in fair value in the
month the positions settled as well as amounts related to positions entered into and settled in the same quarter.

 
14. COMMODITY AND OTHER DERIVATIVE CONTRACTUAL ASSETS AND LIABILITIES

Strategic Use of Derivatives

We transact in derivative instruments, such as options, swaps, futures and forward contracts, to manage commodity price risk. See Note 13 for a discussion
of the fair value of derivatives.

Commodity Hedging and Trading Activity   — We utilize natural gas derivatives as hedging instruments designed to reduce exposure to changes in future
electricity prices due to changes in the price of natural gas, thereby hedging future revenues from electricity sales from our generation assets. In ERCOT, the
wholesale price of electricity has generally moved with the price of natural gas. We also enter into derivatives, including electricity, natural gas, fuel oil, uranium,
emission and coal instruments, generally for short-term hedging purposes. Unrealized gains and losses arising from changes in the fair value of hedging and trading
instruments as well as realized gains and losses upon settlement of the instruments are reported in the condensed statements of consolidated income (loss) in net
gain from commodity hedging and trading activities.

Termination of Commodity Hedges and Interest Rate Swaps   — Commodity hedges and interest rate swaps entered into prior to the Petition Date are
deemed to be forward contracts under the Bankruptcy Code. The Bankruptcy Filing constituted an event of default under these arrangements, and in accordance
with the contractual terms, counterparties terminated certain positions shortly after the Bankruptcy Filing. The positions
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terminated consisted almost entirely of natural gas hedging positions and interest rate swaps that were secured by a first-lien interest in the same assets of TCEH on
a pari passu basis with the TCEH Senior Secured Facilities and the TCEH Senior Secured Notes.

Entities with a first-lien security interest included counterparties to both our natural gas hedging positions and interest rate swaps, which had entered into
master agreements that provided for netting and setoff of amounts related to these positions. Additionally, certain counterparties to only our interest rate swaps hold
the same first-lien security interest. The total net liability of $1.243 billion as of September 30, 2016 is reported in the condensed consolidated balance sheets as a
liability subject to compromise. Additionally, counterparties associated with the net liability are allowed, and, prior to the Effective Date, had been receiving,
adequate protection payments related to their claims as permitted by TCEH’s cash collateral order approved by the Bankruptcy Court (see Note 7).

Financial Statement Effects of Derivatives

Substantially all derivative contractual assets and liabilities are accounted for under mark-to-market accounting consistent with accounting standards related
to derivative instruments and hedging activities. The following tables provide detail of derivative contractual assets and liabilities as reported in the condensed
consolidated balance sheets at September 30, 2016 and December 31, 2015. Derivative asset and liability totals represent the net value of the contract, while the
balance sheet totals represent the gross value of the contract. All amounts relate to commodity contracts.
 
   September 30, 2016   December 31, 2015  

   
Derivative 

Assets   
Derivative 
Liabilities   Total   

Derivative 
Assets    

Derivative 
Liabilities   Total  

Current assets   $ 256   $ —  $ 256   $ 465    $ —  $ 465  
Noncurrent assets    72    —   72    10     —   10  
Current liabilities    (4)   (121)   (125)   —    (203)   (203) 
Noncurrent liabilities    —   (5)   (5)   —    (1)   (1) 

    
 

   
 

   
 

   
 

    
 

   
 

Net assets (liabilities)   $ 324   $ (126)  $ 198   $ 475    $ (204)  $ 271  
    

 

   

 

   

 

   

 

    

 

   

 

At September 30, 2016 and December 31, 2015, there were no derivative positions accounted for as cash flow or fair value hedges.

The pretax effect of derivatives on net income (loss), including realized and unrealized effects, totaled $239 million and $130 million in net gains in the three
months ended September 30, 2016 and 2015, respectively, and $194 million and $281 million in net gains in the nine months ended September 30, 2016 and 2015,
respectively, all of which related to commodity contracts reported in net gain from commodity hedging and trading activities in the condensed statements of
consolidated income (loss). Amounts represent changes in fair value of positions in the derivative portfolio during the period, as realized amounts related to
positions settled are assumed to equal reversals of previously recorded unrealized amounts.

The pretax effect (all losses) on net income and other comprehensive income (OCI) of derivative instruments previously accounted for as cash flow hedges
was immaterial in both the three and nine months ended September 30, 2016 and 2015. There were no amounts recognized in OCI for the three and nine months
ended September 30, 2016 and 2015.

Accumulated other comprehensive income related to cash flow hedges at September 30, 2016 and December 31, 2015 totaled $32 million and $33 million,
respectively, in net losses (after-tax), substantially all of which relates to interest rate swaps previously accounted for as cash flow hedges. In conjunction with fresh
start reporting (see Note 1), we expect that the balances in accumulated other comprehensive income will be eliminated from our condensed consolidated balance
sheet on the Effective Date.
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Balance Sheet Presentation of Derivatives

Consistent with elections under US GAAP to present amounts on a gross basis, we report derivative assets and liabilities in the condensed consolidated
balance sheets without taking into consideration netting arrangements we have with counterparties. We may enter into offsetting positions with the same
counterparty, resulting in both assets and liabilities. Volatility in underlying commodity prices can result in significant changes in assets and liabilities presented
from period to period.

Margin deposits that contractually offset these derivative instruments are reported separately in the condensed consolidated balance sheets. Margin deposits
received from counterparties are either used for working capital or other general corporate purposes or, if there are restrictions on the use of cash, amounts are
deposited in a separate restricted cash account. At September 30, 2016 and December 31, 2015, essentially all margin deposits held were unrestricted.

We maintain standardized master netting agreements with certain counterparties that allow for the netting of positive and negative exposures. These
agreements contain credit enhancements that allow for the right to offset assets and liabilities and collateral received in order to reduce credit exposure between us
and the counterparty. These agreements contain specific language related to margin requirements, monthly settlement netting, cross-commodity netting and early
termination netting, which is negotiated with the contract counterparty.

The following tables reconcile our derivative assets and liabilities as presented in the condensed consolidated balance sheets to net amounts after taking into
consideration netting arrangements with counterparties and financial collateral:
 

September 30, 2016  

   
Amounts Presented in 

Balance Sheet   
Offsetting 

Instruments (a)  
Financial Collateral 

(Received) Pledged (b)  Net Amounts 
Derivative assets:      

Commodity contracts   $ 328   $ (126)  $ (33)  $ 169  
Derivative liabilities:      

Commodity contracts    (130)   126    —   (4) 
    

 
   

 
   

 
   

 

Net amounts   $ 198   $ —  $ (33)  $ 165  
    

 

   

 

   

 

   

 

 
December 31, 2015  

   
Amounts Presented in 

Balance Sheet   
Offsetting 

Instruments (a)  
Financial Collateral 

(Received) Pledged (b)  Net Amounts 
Derivative assets:      

Commodity contracts   $ 475   $ (145)  $ (147)  $ 183  
Derivative liabilities:      

Commodity contracts    (204)   145    6    (53) 
    

 
   

 
   

 
   

 

Net amounts   $ 271   $ —  $ (141)  $ 130  
    

 

   

 

   

 

   

 

 
(a) Amounts presented exclude trade accounts receivable and payable related to settled financial instruments.
(b) Financial collateral consists entirely of cash margin deposits.
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Derivative Volumes

The following table presents the gross notional amounts of derivative volumes at September 30, 2016 and December 31, 2015:
 

   September 30, 2016   December 31, 2015    
Derivative type   Notional Volume    Unit of Measure
Natural gas (a)    1,464     1,489    Million MMBtu
Electricity    85,019     58,022    GWh
Congestion Revenue Rights (b)    114,474     106,260    GWh
Coal    6     10    Million US tons
Fuel oil    21     35    Million gallons
Uranium    200     75    Thousand pounds

 
(a) Represents gross notional forward sales, purchases and options transactions, locational basis swaps and other natural gas transactions.
(b) Represents gross forward purchases associated with instruments used to hedge electricity price differences between settlement points within ERCOT.

Credit Risk-Related Contingent Features of Derivatives

The agreements that govern our derivative instrument transactions may contain certain credit risk-related contingent features that could trigger liquidity
requirements in the form of cash collateral, letters of credit or some other form of credit enhancement. Certain of these agreements require the posting of collateral
if our credit rating is downgraded by one or more credit rating agencies.

At September 30, 2016 and December 31, 2015, the fair value of liabilities related to derivative instruments under agreements with credit risk-related
contingent features that were not fully collateralized totaled $11 million and $58 million, respectively. The liquidity exposure associated with these liabilities was
reduced by cash and letter of credit postings with counterparties totaling $4 million and $31 million at September 30, 2016 and December 31, 2015, respectively. If
all the credit risk-related contingent features related to these derivatives had been triggered, including cross-default provisions, remaining liquidity requirements
would be immaterial at both September 30, 2016 and December 31, 2015.

In addition, certain derivative agreements include cross-default provisions that could result in the settlement of such contracts if there were a failure under
other financing arrangements to meet payment terms or to comply with other covenants that could result in the acceleration of such indebtedness. At September 30,
2016 and December 31, 2015, the fair value of derivative liabilities subject to such cross-default provisions were immaterial. At both September 30, 2016 and
December 31, 2015, no cash collateral or letters of credit were posted with these counterparties, and there was no liquidity exposure associated with these
liabilities.

As discussed immediately above, the aggregate fair values of liabilities under derivative agreements with credit risk-related contingent features, including
cross-default provisions, totaled $12 million and $59 million at September 30, 2016 and December 31, 2015, respectively. These amounts are before consideration
of cash and letter of credit collateral posted, net accounts receivable and derivative assets under netting arrangements and assets subject to related liens.

Some commodity derivative contracts contain credit risk-related contingent features that do not provide for specific amounts to be posted if the features are
triggered. These provisions include material adverse change, performance assurance, and other clauses that generally provide counterparties with the right to
request additional credit enhancements. The amounts disclosed above exclude credit risk-related contingent features that do not provide for specific amounts or
exposure calculations.
 

F-115



Table of Contents

Concentrations of Credit Risk Related to Derivatives

We have concentrations of credit risk with the counterparties to our derivative contracts. At September 30, 2016, total credit risk exposure to all
counterparties related to derivative contracts totaled $460 million (including associated accounts receivable). The net exposure to those counterparties totaled $268
million at September 30, 2016 after taking into effect netting arrangements, setoff provisions and collateral, with the largest net exposure to a single counterparty
totaling $114 million. At September 30, 2016, the credit risk exposure to the banking and financial sector represented 65% of the total credit risk exposure and 57%
of the net exposure.

Exposure to banking and financial sector counterparties is considered to be within an acceptable level of risk tolerance because all of this exposure is with
counterparties with investment grade credit ratings. However, this concentration increases the risk that a default by any of these counterparties would have a
material effect on our financial condition, results of operations and liquidity. The transactions with these counterparties contain certain provisions that would
require the counterparties to post collateral in the event of a material downgrade in their credit rating.

We maintain credit risk policies with regard to our counterparties to minimize overall credit risk. These policies authorize specific risk mitigation tools
including, but not limited to, use of standardized master agreements that allow for netting of positive and negative exposures associated with a single counterparty.
Credit enhancements such as parent guarantees, letters of credit, surety bonds, liens on assets and margin deposits are also utilized. Prospective material changes in
the payment history or financial condition of a counterparty or downgrade of its credit quality result in the reassessment of the credit limit with that counterparty.
The process can result in the subsequent reduction of the credit limit or a request for additional financial assurances. An event of default by one or more
counterparties could subsequently result in termination-related settlement payments that reduce available liquidity if amounts are owed to the counterparties related
to the derivative contracts or delays in receipts of expected settlements if the counterparties owe amounts to us.

 
15. RELATED-PARTY TRANSACTIONS

The following represent our significant related-party transactions. As of the Effective Date, pursuant to the Plan of Reorganization, the Sponsor Group, EFH
Corp., EFIH, Oncor Holdings and Oncor ceased being affiliates of Vistra Energy and its subsidiaries, including the TCEH Debtors and the Contributed EFH
Debtors.
 

 

•  Our retail operations pay Oncor for services it provides, principally the delivery of electricity. Expenses recorded for these services, reported in fuel,
purchased power costs and delivery fees, totaled $265 million and $279 million for the three months ended September 30, 2016 and 2015,
respectively, and $700 million and $739 million for the nine months ended September 30, 2016 and 2015, respectively. The fees are based on rates
regulated by the PUCT that apply to all REPs. The condensed consolidated balance sheets at September 30, 2016 and December 31, 2015 reflect
amounts due currently to Oncor totaling $146 million and $118 million, respectively, (included in trade accounts and other payables to affiliates)
largely related to these electricity delivery fees.

 

 

•  Contributions to the EFH Corp. retirement plan by both Oncor and TCEH in 2014 and 2015 resulted in the EFH Corp. retirement plan being fully
funded as calculated under the provisions of the Employee Retirement Income Security Act of 1974, as amended (ERISA). As a result of the
Bankruptcy Filing, participants in the EFH Corp. retirement plan who choose to retire would not be eligible for the lump sum payout option under the
retirement plan unless the EFH Corp. retirement plan was fully funded. In September 2016, a cash contribution totaling $2 million was made to the
EFH Corp. retirement plan, all of which was contributed by TCEH, which resulted in the EFH Corp. retirement plan continuing to be fully funded as
calculated under the provisions of ERISA. The balance of the advance totaled $21 million at September 30, 2016, with $6 million recorded as a current
asset and $15 million recorded as a noncurrent asset. The balance of the advance totaled $24 million at December 31, 2015, with $6 million recorded
as a current asset and $18 million recorded as a noncurrent asset. On the Effective Date, the EFH Corp. retirement plan was transferred to Vistra
Energy pursuant to the Plan of Reorganization.
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Receivables from affiliates are measured at historical cost and primarily have consisted of notes receivable for cash loaned to EFH Corp. for debt
principal and interest payments and other general corporate purposes of EFH Corp. as discussed above. We review economic conditions, counterparty
credit scores and historical payment activity to assess the overall collectability of our affiliated receivables. There were no credit loss allowances at
September 30, 2016 and December 31, 2015.

 

 

•  A former subsidiary of EFH Corp. (and following the Effective Date, a subsidiary of Vistra Energy) bills our subsidiaries for information technology,
financial, accounting and other administrative services at cost. These charges, which are largely settled in cash and primarily reported in SG&A
expenses, totaled $51 million and $52 million for the three months ended September 30, 2016 and 2015, respectively, and $157 million and $151
million for the nine months ended September 30, 2016 and 2015, respectively.

For the three months ended March 31, 2016, we settled a $2 million payable related to information technology assets purchased from a subsidiary of
EFH Corp. in December 2015. For the three months ended March 31, 2015, we settled a $15 million payable related to information technology assets
purchased from a subsidiary of EFH Corp. in 2014. For the three months ended June 30, 2015, TCEH purchased and settled $12 million of additional
assets. Following the Effective Date, the assets are substantially for the use of Vistra Energy and its subsidiaries.

 

 

•  Under Texas regulatory provisions, the trust fund for decommissioning the Comanche Peak nuclear generation facility is funded by a delivery fee
surcharge billed to REPs by Oncor, as collection agent, and remitted monthly to us (and following the Effective Date, a subsidiary of Vistra Energy)
for contribution to the trust fund with the intent that the trust fund assets, reported in investments in our condensed consolidated balance sheets, will
ultimately be sufficient to fund the future decommissioning liability, reported in noncurrent liabilities in our condensed consolidated balance sheets.
The delivery fee surcharges remitted to us totaled $6 million and $5 million for the three months ended September 30, 2016 and 2015, respectively,
and $15 million and $13 million for the nine months ended September 30, 2016 and 2015, respectively. Income and expenses associated with the trust
fund and the decommissioning liability incurred by us (and following the Effective Date, a subsidiary of Vistra Energy) are offset by a net change in a
receivable/payable that ultimately will be settled through changes in Oncor’s delivery fee rates. At September 30, 2016 and December 31, 2015, the
excess of the trust fund balance over the decommissioning liability resulted in a payable totaling $465 million and $409 million, respectively, and is
reported in noncurrent liabilities.

 

 

•  EFH Corp. files consolidated federal income tax and Texas state margin tax returns that include our results; however, under a Federal and State
Income Tax Allocation Agreement, our federal income tax and Texas margin tax expense and related balance sheet amounts, including income taxes
payable to or receivable from EFH Corp., are recorded as if we file our own corporate income tax return. As of September 30, 2016 and December 31,
2015, we had current income tax liabilities due to EFH Corp. of $10 million and $11 million, respectively. We made tax payments to EFH Corp. of
$22 million and $26 million for the nine months ended September 30, 2016 and 2015, respectively. See Note 5 for discussion of cessation of payment
of federal income taxes pursuant to the Settlement Agreement.

 

 
•  Oncor collected transition surcharges from its customers to recover the payment obligations related to its securitization (transition) bonds issued to

recover generation-related regulatory assets. As of September 30, 2016, Oncor had over-collected transition charges of approximately $1 million that
is expected to be refunded to us upon PUCT approval.

 

 

•  Oncor had requirements in place to assure adequate creditworthiness to support TCEH’s obligation to collect securitization bond-related (transition)
charges on its behalf. Under these requirements, as a result of TCEH’s credit rating being below investment grade, we were required to post collateral
support in an amount equal to estimated transition charges over specified time periods. Accordingly, at December 31, 2015, we had posted letters of
credit and/or cash in the amount of $6 million for the benefit of Oncor. In May 2016, the last series of Oncor’s securitization bonds matured and the
letters of credit were released.
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•  In 2007, TCEH entered into the TCEH Senior Secured Facilities with syndicates of financial institutions and other lenders. These syndicates included

affiliates of GS Capital Partners, which is a member of the Sponsor Group. Affiliates of each member of the Sponsor Group have from time to time
engaged in commercial banking transactions with us and/or provided financial advisory services to us, in each case in the normal course of business.

 

 •  Affiliates of GS Capital Partners were parties to certain commodity and interest rate hedging transactions with us in the normal course of business.
 

 •  Affiliates of the Sponsor Group have sold or acquired, and in the future may sell or acquire, debt or debt securities issued by us in open market
transactions or through loan syndications.

See Notes 9 and 10 for discussion of guarantees by EFCH of certain of our debt. See Note 2 for a discussion of certain agreements entered into on the
Effective Date between EFH Corp. and Vistra Energy with respect to the separation of the entities.

 
16. SUPPLEMENTARY FINANCIAL INFORMATION

Other Income and Deductions
 
   Three Months Ended September 30,    Nine Months Ended September 30,  
       2016           2015           2016           2015     
Other income:         

Insurance settlement   $ —   $ —   $ 9    $ — 
Sale of land    2     —    2     6  
All other    3     4     5     9  

    
 

    
 

    
 

    
 

Total other income   $ 5    $ 4    $ 16    $ 15  
    

 

    

 

    

 

    

 

Other deductions:         
Adjustment to asbestos liability   $ 11    $ —   $ 11    $ — 
Write-off of generation equipment    4     —    45     — 
Fees associated with DIP Roll Facilities    5       5    
Impairment of favorable purchase contracts (Note

4)    —    —    —    8  
Impairment of emission allowances (Note 4)    —    4     —    55  
Impairment of mining development costs (Note 4)    —    19     —    19  
All other    8     2     14     4  

    
 

    
 

    
 

    
 

Total other deductions   $ 28    $ 25    $ 75    $ 86  
    

 

    

 

    

 

    

 

Restricted Cash
 
   September 30, 2016    December 31, 2015  

   
Current 

Assets    
Noncurrent 

Assets    
Current 

Assets    
Noncurrent 

Assets  
Amounts related to the DIP Roll Facility (Note 9)   $ —   $ 650    $ 519    $ — 
Amounts related to TCEH’s pre-petition Letter of Credit Facility (Note 10)    —    —    —    507  
Amounts related to margin deposits held    12     —    —    — 

    
 

    
 

    
 

    
 

Total restricted cash   $ 12    $ 650    $ 519    $ 507  
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Trade Accounts Receivable
 

   September 30, 2016   December 31, 2015 
Wholesale and retail trade accounts receivable   $ 763    $ 542  
Allowance for uncollectible accounts    (13)    (9) 

    
 

    
 

Trade accounts receivable — net   $ 750    $ 533  
    

 

    

 

Gross trade accounts receivable at September 30, 2016 and December 31, 2015 included unbilled revenues of $245 million and $231 million, respectively.

Allowance for Uncollectible Accounts Receivable
 
   Nine Months Ended September 30,  
       2016          2015     
Allowance for uncollectible accounts receivable at beginning of period   $ 9   $ 15  

Increase for bad debt expense    20    29  
Decrease for account write-offs    (16)   (28) 

    
 

   
 

Allowance for uncollectible accounts receivable at end of period   $ 13   $ 16  
    

 

   

 

Inventories by Major Category
 

   September 30, 2016   December 31, 2015 
Materials and supplies   $ 235    $ 226  
Fuel stock    119     170  
Natural gas in storage    20     32  

    
 

    
 

Total inventories   $ 374    $ 428  
    

 

    

 

Investments
 

   September 30, 2016   December 31, 2015 
Nuclear plant decommissioning trust   $ 995    $ 918  
Land    36     36  
Miscellaneous other    7     8  

    
 

    
 

Total investments   $ 1,038    $ 962  
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Nuclear Decommissioning Trust   — Investments in a trust that will be used to fund the costs to decommission the Comanche Peak nuclear generation plant
are carried at fair value. Decommissioning costs are being recovered from Oncor’s customers as a delivery fee surcharge over the life of the plant and deposited by
TCEH (and following the Effective Date, a subsidiary of Vistra Energy) in the trust fund. Income and expense associated with the trust fund and the
decommissioning liability are offset by a corresponding change in a receivable/payable (currently a payable reported in noncurrent liabilities) that will ultimately be
settled through changes in Oncor’s delivery fees rates (see Note 15). The nuclear decommissioning trust fund was not a debtor in the Chapter 11 Cases. A summary
of investments in the fund follows:
 

   September 30, 2016  

   Cost (a)   Unrealized gain   Unrealized loss   
Fair market 

value  
Debt securities (b)   $ 327    $ 22    $ (1)   $ 348  
Equity securities (c)    306     347     (6)    647  

    
 

    
 

    
 

    
 

Total   $ 633    $ 369    $ (7)   $ 995  
    

 

    

 

    

 

    

 

 
   December 31, 2015  

   Cost (a)   Unrealized gain   Unrealized loss   
Fair market 

value  
Debt securities (b)   $ 310    $ 11    $ (2)   $ 319  
Equity securities (c)    291     315     (7)    599  

    
 

    
 

    
 

    
 

Total   $ 601    $ 326    $ (9)   $ 918  
    

 

    

 

    

 

    

 

 
(a) Includes realized gains and losses on securities sold.
(b) The investment objective for debt securities is to invest in a diversified tax efficient portfolio with an overall portfolio rating of AA or above as graded by

S&P or Aa2 by Moody’s Investors Services, Inc. The debt securities are heavily weighted with municipal bonds. The debt securities had an average coupon
rate of 3.56% and 3.68% at September 30, 2016 and December 31, 2015, respectively, and an average maturity of 8 years at both September 30, 2016 and
December 31, 2015.

(c) The investment objective for equity securities is to invest tax efficiently and to match the performance of the S&P 500 Index.

Debt securities held at September 30, 2016 mature as follows: $109 million in one to five years, $82 million in five to ten years and $157 million after ten
years.

The following table summarizes proceeds from sales of available-for-sale securities and the related realized gains and losses from such sales.
 

   Three Months Ended September 30,    Nine Months Ended September 30,  
       2016           2015           2016           2015     
Realized gains   $ 3    $ 1    $ 3    $ 2  
Realized losses   $ (2)   $ (2)   $ (2)   $ (3) 
Proceeds from sales of securities   $ 46    $ 242    $ 201    $ 315  
Investments in securities   $ (52)   $ (247)   $ (215)   $ (328) 

Property, Plant and Equipment

At September 30, 2016 and December 31, 2015, property, plant and equipment of $10.359 billion and $9.349 billion, respectively, which is stated net of
accumulated depreciation and amortization of $4.497 billion and $4.037 billion, respectively.
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Asset Retirement and Mining Reclamation Obligations

These liabilities primarily relate to nuclear generation plant decommissioning, land reclamation related to lignite mining, removal of lignite/coal fueled plant
ash treatment facilities and generation plant asbestos removal and disposal costs. There is no earnings impact with respect to changes in the nuclear plant
decommissioning liability, as all costs are recoverable through the regulatory process as part of Oncor’s delivery fees.

The following table summarizes the changes to these obligations, reported in other current liabilities and other noncurrent liabilities and deferred credits in
the condensed consolidated balance sheets, for the nine months ended September 30, 2016:
 
   

Nuclear Plant 
Decommissioning   

Mining Land
Reclamation   Other  Total  

Liability at December 31, 2015   $ 508    $ 215   $ 107   $830  
Additions:       

Accretion    22     16    5    43  
Adjustment for new cost estimate    —    —   1    1  
Incremental reclamation costs    —    14    12    26  

Reductions:       
Payments    —    (37)   (3)   (40) 

    
 

    
 

   
 

   
 

Liability at September 30, 2016    530     208    122    860  
Less amounts due currently    —    (50)   (1)   (51) 

    
 

    
 

   
 

   
 

Noncurrent liability at September 30, 2016   $ 530    $ 158   $ 121   $809  
    

 

    

 

   

 

   

 

Other Noncurrent Liabilities and Deferred Credits

The balance of other noncurrent liabilities and deferred credits consists of the following:
 
   September 30, 2016   December 31, 2015 
Uncertain tax positions, including accrued interest   $ —   $ 41  
Asset retirement and mining reclamation obligations    809     764  
Unfavorable purchase and sales contracts    525     543  
Nuclear decommissioning fund excess over asset retirement obligation (Note 15)    465     409  
Other, including retirement and other employee benefits    28     22  

    
 

    
 

Total other noncurrent liabilities and deferred credits   $ 1,827    $ 1,779  
    

 

    

 

Unfavorable
Purchase
and
Sales
Contracts


— The amortization of unfavorable purchase and sales contracts totaled $6 million for both the three months
ended September 30, 2016 and 2015 and $18 million and $17 million for the nine months ended September 30, 2016 and 2015, respectively. See Note 4 for
intangible assets related to favorable purchase and sales contracts.

As of the Effective Date, unfavorable purchase and sales contracts were removed from the condensed consolidated balance sheet in conjunction with fresh
start reporting for TCEH.
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Fair Value of Debt
 
   September 30, 2016    December 31, 2015  

Debt:   
Carrying 
Amount    

Fair 
Value    

Carrying 
Amount    

Fair 
Value  

Borrowings under debtor-in-possession or senior secured exit facilities (Note 9)   $ 3,387    $3,526    $ 1,425    $1,411  
Long-term debt not subject to compromise, excluding capital lease obligations (Note 9)   $ 2    $ 2    $ 14    $ 15  

We determine fair value in accordance with accounting standards as discussed in Note 13, and at September 30, 2016, our debt fair value represents Level 2
valuations. We obtain security pricing from an independent party who uses broker quotes and third-party pricing services to determine fair values. Where relevant,
these prices are validated through subscription services such as Bloomberg. The fair value estimates of our pre-petition notes, loans and other debt reported as
liabilities subject to compromise have been excluded from the table above.

Supplemental Cash Flow Information
 
   Nine Months Ended September 30,  
       2016          2015     
Cash payments related to:    

Interest paid (a)   $ 1,064   $ 974  
Capitalized interest    (9)   (8) 

    
 

   
 

Interest paid (net of capitalized interest) (a)   $ 1,055   $ 966  
Reorganization items (b)   $ 104   $ 114  
Income taxes   $ 22   $ 26  

Noncash investing and financing activities:    
Construction expenditures (c)   $ 53   $ 64  

 
(a) This amount includes amounts paid for adequate protection.
(b) Represents cash payments for legal and other consulting services, including amounts paid on behalf of third parties pursuant to contractual obligations

approved by the Bankruptcy Court.
(c) Represents end-of-period accruals for ongoing construction projects.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distribution.

Expenses payable by the Company in connection with the sale of the common stock being registered, other than underwriting discount and commissions, are
estimated as follows:
 

SEC Registration Fee   $ 275,670.01  
Legal fees and expenses    *  
Accounting fees and expenses    *  
Printing of registration statement, prospectus, etc.    *  
Miscellaneous    *  

    
 

Total   $ *  
    

 

 
* To be completed by amendment.

Item 14. Indemnification of Directors and Officers.

Delaware General Corporation Law

Vistra Energy Corp. is incorporated under the laws of the state of Delaware.

Section 145(a) of the DGCL authorizes a corporation to indemnify any person who was or is a party, or is threatened to be made a party, to a threatened,
pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the right of the corporation),
by reason of the fact that the person is or was a director, officer, employee or agent of the corporation, or is or was serving at the request of the corporation as a
director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses (including attorneys’ fees),
judgments, fines and amounts paid in settlement actually and reasonably incurred by the person in connection with such action, suit or proceeding, if the person
acted in good faith and in a manner the person reasonably believed to be in, or not opposed to, the best interests of the corporation and, with respect to any criminal
action or proceeding, had no reasonable cause to believe the person’s conduct was unlawful.

Section 145(b) of the DGCL provides in relevant part that a corporation may indemnify any person who was or is a party or is threatened to be made a party
to any threatened, pending or completed action or suit by or in the right of the corporation to procure a judgment in its favor by reason of the fact that the person is
or was a director, officer, employee or agent of the corporation, or is or was serving at the request of the corporation as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise against expenses (including attorneys’ fees) actually and reasonably incurred by the person
in connection with the defense or settlement of such action or suit if the person acted in good faith and in a manner the person reasonably believed to be in or not
opposed to the best interests of the corporation and except that no indemnification shall be made in respect of any claim, issue or matter as to which such person
shall have been adjudged to be liable to the corporation unless and only to the extent that the Court of Chancery or the court in which such action or suit was
brought shall determine upon application that, despite the adjudication of liability but in view of all the circumstances of the case, such person is fairly and
reasonably entitled to indemnity for such expenses which the Court of Chancery or such other court shall deem proper.

The DGCL also provides that indemnification under Sections 145(a) and (b) can only be made upon a determination that indemnification of the present or
former director, officer or employee or agent is proper in the circumstances because such person has met the applicable standard of conduct set forth in Sections
145(a) and
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(b). Such determination shall be made, with respect to a person who is a director or officer at the time of such determination, (1) by a majority vote of directors who
are not a party to the action at issue (even though less than a quorum), or (2) by a majority vote of a designated committee of these directors (even though less than
a quorum), or (3) if there are no such directors, or these directors authorize, by the written opinion of independent legal counsel, or (4) by the stockholders.

Section 145(c) of the DGCL provides that to the extent a present or former director or officer of a corporation has been successful on the merits or otherwise
in defense of any action, suit or proceeding referred to in Sections 145(a) or (b), or in defense of any claim, issue or matter therein, such person shall be
indemnified against expenses (including attorney’s fees) actually and reasonably incurred by such person in connection therewith.

Section 145(e) of the DGCL provides that expenses (including attorneys’ fees) incurred by an officer or director of the corporation in defending any civil,
criminal, administrative or investigative action, suit or proceeding may be paid by the corporation in advance of the final disposition of such action, suit or
proceeding upon receipt of an undertaking by or on behalf of such director or officer to repay such amount if it shall ultimately be determined that such person is
not entitled to be indemnified by the corporation as authorized in Section 145 of the DGCL. Such expenses (including attorneys’ fees) incurred by former directors
and officers or other employees and agents of the corporation or by persons serving at the request of the corporation as directors, officers, employees or agents of
another corporation, partnership, joint venture, trust or other enterprise may be so paid upon such terms and conditions, if any, as the corporation deems
appropriate.

Section 145(g) of the DGCL also empowers a corporation to purchase and maintain insurance on behalf of any person who is or was a director, officer,
employee or agent of the corporation, or is or was serving at the request of the corporation as a director, officer, employee or agent of another corporation,
partnership, joint venture, trust or other enterprise against any liability asserted against such person and incurred by such person in any such capacity, or arising out
of such person’s status as such, whether or not the corporation would have the power to indemnify such person against such liability under Section 145 of the
DGCL.

Section 102(b)(7) of the DGCL permits a corporation to provide for eliminating or limiting the personal liability of one of its directors for any monetary
damages related to a breach of fiduciary duty as a director, as long as the corporation does not eliminate or limit the liability of a director for (a) a breach of the
director’s duty of loyalty to the corporation or its stockholders, (b) acts or omissions not in good faith or involving intentional misconduct or a knowing violation of
law, (c) a violation of Section 174 of the DGCL (unlawful dividends) or (d) any transaction from which the director derived an improper personal benefit.

Article XII of the Charter eliminates the personal liability of Vistra Energy’s directors to the fullest extent permitted by the DGCL. Such section eliminates
the personal liability of a director to Vistra Energy or our stockholders for monetary damages for breach of fiduciary duty as a director, except for liability (a) for
any breach of the director’s duty of loyalty to Vistra Energy or our stockholders, (b) for acts or omissions not in good faith or which involve intentional misconduct
or a knowing violation of law, (c) under Section 174 of the DGCL (unlawful dividends), or (d) for any transaction from which the director derived an improper
personal benefit. Under the Bylaws, Vistra Energy agrees that it is the indemnitor of first resort to provide advancement of expenses or indemnification to directors
and officers.

Article VI of the Bylaws provides that Vistra Energy shall indemnify and hold harmless each person who was or is made a party or is threatened to be made
a party to, or was or is otherwise involved in, any action, suit, arbitration, alternative dispute mechanism, inquiry, judicial, administrative or legislative hearing,
investigation or other threatened, pending or completed proceeding, whether brought by or in the right of Vistra Energy or otherwise, including any and all appeals,
whether of a civil, criminal, administrative, legislative, investigative or other nature by reason of the fact that he or she is or was a director, an officer, or while a
director or officer of Vistra Energy is or was serving at the request of Vistra Energy as a director, officer, employee, agent or trustee
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of another corporation or of a partnership, joint venture, trust or other enterprise, including service with respect to an employee benefit plan, to the fullest extent
authorized by applicable law, including, without limitation, the DGCL. Under the Bylaws, except as otherwise required by law, Vistra Energy shall indemnify an
officer or director in connection with a proceeding initiated by the officer or director, only if such proceeding or part thereof was authorized or ratified by the
Board.

Indemnification Agreements

We have entered into indemnification agreements with each of our officers and directors that provide, in general, that we will indemnify them to the fullest
extent permitted by law in connection with their service to us or on our behalf.

Directors’ and Officers’ Liability Insurance

We have obtained directors’ and officers’ liability insurance which insures against certain liabilities that our directors and officers may, in such capacities,
incur.

Item 15. Recent Sales of Unregistered Securities.

On the Effective Date, Vistra Energy issued 427,500,000 shares of common stock in reliance on the exemption provided by Section 1145 of the Bankruptcy
Code to holders of certain claims against our Predecessor in exchange for the cancellation of such claims. Also on the Effective Date, Vistra Energy issued
427,500,000 TRA Rights pursuant to Regulation D and Regulation S promulgated under the Securities Act into an escrow account primarily for distribution to
former holders of claims against our Predecessor or to settle future disputes in connection with the Plan.

Item 16. Exhibits and Financial Statement Schedules.

(a) Exhibit Index

See the Exhibit Index following the signature page.

(b) Financial Statement Schedule

None. Financial statement schedules have been omitted because the information is included in our consolidated financial statements included elsewhere in
this registration statement.

Item 17. Undertakings.

(a) The undersigned Registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration statement.
Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that
which was registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in the form of prospectus filed
with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than 20 percent change in the
maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the effective registration statement;
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(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any material
change to such information in the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to be a new
registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering
thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the termination of the
offering.

(b) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling persons of the registrant
pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities
(other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any
action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being registered, the registrant will, unless in
the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Act and will be governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this registration statement to be signed on its behalf by the
undersigned, thereunto duly authorized in the City of Dallas, State of Texas on February 14, 2017.
 

Vistra Energy Corp. (Registrant)

By:  /s/    Curtis A. Morgan        
 Name: Curtis A. Morgan
 Title:   President and Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed below by the following persons in the capacities and
on the dates indicated:
 

Name   Title  Date

/s/    Curtis A. Morgan        
Curtis A. Morgan   

Director, President and Chief Executive Officer
(Principal
Executive
Officer)  

February 14, 2017

*
J. William Holden

  

Executive Vice President and Chief Financial Officer
(Principal
Financial
Officer
and
Principal
Accounting

Officer)  

February 14, 2017

*
Gavin R. Baiera   

Director
 

February 14, 2017

*
Jennifer Box   

Director
 

February 14, 2017

*
Jeff Hunter   

Director
 

February 14, 2017

*
Cyrus Madon   

Director
 

February 14, 2017

*
Geoff Strong   

Director
 

February 14, 2017

 
* By:  /s/    Curtis A. Morgan        
   Name:  Curtis A. Morgan
   Title:  Attorney-in-Fact
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Exhibit 
Number  Description

  2.1*   Order of the United States Bankruptcy Court for the District of Delaware Confirming the Third Amended Joint Plan of Reorganization
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FORM OF SIDLEY AUSTIN EXHIBIT 5.1 OPINION

[Date], 2017

Vistra Energy Corp.
1601 Bryan Street
Dallas, Texas 75201-3411
 
 Re: Registration Statement on Form S-1

Ladies and Gentlemen:

We refer to the Registration Statement on Form S-1 (the “ Registration Statement ”) being filed by Vistra Energy Corp., a Delaware corporation (the “
Company ”), with the Securities and Exchange Commission (the “ SEC ”) under the Securities Act of 1933, as amended (the “ Securities Act ”), relating to the
resale from time to time by certain selling stockholders of an aggregate of up to 168,748,919 shares of the Company’s common stock, par value $0.01 per share
(the “ Shares ”).

This opinion letter is being delivered in accordance with the requirements of Item 601(b)(5) of Regulation S-K under the Securities Act.

We have examined the Registration Statement, the exhibits thereto (including the certificate of incorporation of the Company, as amended to the date
hereof (the “ Charte r”), and the bylaws of the Company, as amended to the date hereof (the “ Bylaws ”)), and the resolutions (the “ Resolutions ”) adopted by the
board of directors of the Company (the “ Board ”) relating to the Registration Statement. We have also examined originals, or copies of originals certified to our
satisfaction, of such agreements, documents, certificates and other documents of the Company and others, and have examined such questions of law, as we have
considered relevant and necessary as a basis for this opinion letter. We have assumed the authenticity of all documents submitted to us as originals, the genuineness
of all signatures, the legal capacity of all persons and the conformity with the original documents of any copies thereof submitted to us for examination. As to facts
relevant to the opinion expressed herein, we have relied, without independent investigation or verification, upon, and assumed the accuracy and completeness of,
certificates, letters and oral and written statements and representations of officers and other representatives of the Company.

Based on, and subject to, the foregoing and the other limitations, qualifications and assumptions set forth herein, we are of the opinion that the Shares
are validly issued, fully paid and nonassessable.

This opinion letter is limited to the General Corporation Law of the State of Delaware. We express no opinion as to the laws, rules or regulations of
any other jurisdiction, including, without limitation, the federal laws of the United States of America or any state securities or blue sky laws.

We hereby consent to the filing of this opinion letter as an Exhibit to the Registration Statement and to all references to our Firm included in, or made
a part of, the Registration Statement. In giving such consent, we do not thereby admit that we are in the category of persons whose consent is required under
Section 7 of the Securities Act.

Very truly yours,



EXHIBIT 10.3

SECOND AMENDMENT TO CREDIT AGREEMENT

THIS SECOND AMENDMENT TO CREDIT AGREEMENT is dated as of February 1, 2017 (this “ Second Amendment ”), and entered into by and among
Vistra Operations Company LLC (formerly known as TEX Operations Company LLC), a Delaware limited liability company (the “ Borrower ”), Vistra
Intermediate Company LLC (formerly known as TEX Intermediate Company LLC), a Delaware limited liability company (“ Holdings ”), the other Credit Parties
(as defined in the Credit Agreement referred to below) party hereto, the Lenders party hereto and Deutsche Bank AG New York Branch, as Administrative Agent.

RECITALS:

WHEREAS , reference is hereby made to the Credit Agreement, dated as of October 3, 2016 (as amended, restated, supplemented and/or otherwise
modified from time to time prior to the Second Amendment Effective Date referred to below, the “ Credit Agreement ”), among Holdings, the Borrower, the
Lenders and Letter of Credit Issuers party thereto, the Administrative Agent, the Collateral Agent and the other parties named therein (capitalized terms used but
not defined herein having the meaning provided in the Credit Agreement); and

WHEREAS , pursuant to Sections 13.1 and 13.7 of the Credit Agreement, the Borrower and certain of the Lenders party hereto constituting no less than
(x) all of the Lenders directly and adversely affected by the terms of this Second Amendment and the transactions contemplated hereby and (y) the Required
Lenders (determined immediately prior to giving effect to this Second Amendment) agree to a decrease of the interest rate margins and interest rate floors
applicable to the Initial Term Loans and the Initial Term C Loans, as applicable, under the Credit Agreement and certain related amendments as set forth herein, in
each case subject to the terms and conditions hereof;

NOW, THEREFORE , in consideration of the premises and agreements, provisions and covenants herein contained, the parties hereto agree as follows:

A. Amendments to Credit Agreement . On the Second Amendment Effective Date, the Credit Agreement is hereby amended as follows:

(i) The definition of “ Applicable ABR Margin ” in Section 1.1 of the Credit Agreement is hereby amended and restated in its entirety as follows:

“ Applicable ABR Margin ” shall mean at any date: (a) in the case of each ABR Loan that is an Initial Term Loan, (i) at any date prior to the
Second Amendment Effective Date, 3.00% per
annum
, and (ii) at any date on and after the Second Amendment Effective Date, 1.75% per
annum
,
(b) in the case of each ABR Loan that is an Initial Term C Loan, (i) at any date prior to the Second Amendment Effective Date, 3.00% per
annum
,
and (ii) at any date on and after the Second Amendment Effective Date, 1.75% per
annum
, and (c) in the case of each ABR Loan that is a Revolving
Credit Loan, (i) at any date prior to the Second Amendment Effective Date, 2.25% per
annum
, and (ii) at any date on and after the Second
Amendment Effective Date, 1.75% per
annum
.

(ii) The definition of “ Applicable LIBOR Margin ” in Section 1.1 of the Credit Agreement is hereby amended and restated in its entirety as follows:

“ Applicable LIBOR Margin ” shall mean at any date: (a) in the case of each LIBOR Loan that is an Initial Term Loan, (i) at any date prior to
the Second Amendment Effective Date, 4.00% per
annum
, and (ii) at any date on and after the Second Amendment Effective Date, 2.75% per
annum
, (b) in the case of each LIBOR Loan that is an Initial Term C Loan, (i) at any date prior to the Second Amendment Effective Date, 4.00% per
annum
,
and (ii) at any date on and after the Second Amendment Effective Date, 2.75% per
annum
, and (c) in the case of each LIBOR Loan that is a
Revolving Credit Loan, (i) at any date prior to the Second Amendment Effective Date, 3.25% per
annum
, and (ii) at any date on and after the Second
Amendment Effective Date, 2.75% per
annum
.



(iii) The definition of “ Joint Lead Arrangers ” appearing in Section 1.1 of the Credit Agreement is hereby amended by deleting said definition in its
entirety and inserting the following new definition in lieu thereof:

“ Joint Lead Arrangers ” shall mean (a) Deutsche Bank Securities Inc., Barclays Bank PLC, Citigroup Global Markets Inc., Credit Suisse
Securities (USA) LLC, RBC Capital Markets, LLC, UBS Securities LLC and Natixis, New York Branch, as joint lead arrangers and joint bookrunners
for the Lenders under this Agreement and the other Credit Documents with respect to the Initial Credit Facilities made available on the Closing Date,
(b) Deutsche Bank Securities Inc., Barclays Bank PLC, Citigroup Global Markets Inc., Credit Suisse Securities (USA) LLC, Goldman Sachs Bank
USA, RBC Capital Markets, LLC, UBS Securities LLC and Natixis, New York Branch, as joint lead arrangers and joint bookrunners for the Lenders
under the 2016 Incremental Amendment and with respect to the 2016 Incremental Term Loans contemplated thereby, and (c) Deutsche Bank
Securities Inc., Barclays Bank PLC, Citigroup Global Markets Inc., Credit Suisse Securities (USA) LLC, Goldman Sachs Bank USA, RBC Capital
Markets, LLC, UBS Securities LLC and Natixis, New York Branch, as joint lead arrangers and joint bookrunners for the Lenders with respect to the
Second Amendment and the transactions contemplated thereby.

(iv) The definition of “ LIBOR Rate ” appearing in Section 1.1 of the Credit Agreement is hereby amended by deleting the last sentence of said
definition in its entirety and inserting the following new sentence in lieu thereof:

“Notwithstanding anything to the contrary contained herein, (i) with respect to Initial Term Loans and Initial Term C Loans, in each case, made or
deemed made on the Conversion Date, in no event shall the LIBOR Rate be less than (a) at any date prior to the Second Amendment Effective Date,
1.00% per
annum
and (b) at any date on and after the Second Amendment Effective Date, 0.75% per
annum
and (ii) with respect to 2016 Incremental
Term Loans made on the 2016 Incremental Amendment Effective Date, in no event shall the LIBOR Rate be less than 0.75% per
annum
.”

(v) Section 1.1 of the Credit Agreement is hereby further amended by adding the following definitions in appropriate alphabetical order:

“ Second Amendment ” shall mean that certain Second Amendment to Credit Agreement, dated as of February 1, 2017, among Holdings, the
Borrower, the Administrative Agent and the Lenders and other Credit Parties party thereto.

“ Second Amendment Effective Date ” shall have the meaning provided in the Second Amendment.

(vi) Section 4.1(b) of the Credit Agreement is hereby amended by deleting said Section in its entirety and inserting the following text in lieu thereof:

“(b) In the event that, after the Second Amendment Effective Date and prior to the six month anniversary of the Second Amendment Effective Date,
the Borrower (x) makes any prepayment or repayment of Initial Term Loans or Initial Term C Loans in connection with any Repricing Transaction or
(y) effects any amendment of this Agreement resulting in a Repricing Transaction, the Borrower shall pay to the Administrative Agent, for the ratable
account of each of the applicable Lenders holding Initial Term Loans or Initial Term C Loans, as applicable, (I) a prepayment premium of 1.00% of
the principal amount of the Initial Term Loans and Initial Term C Loans being prepaid in connection with such Repricing Transaction and (II) in the
case of clause (y), an amount equal to 1.00% of the aggregate amount of the applicable Initial Term Loans and Initial Term C Loans of
non-consenting Lenders outstanding immediately prior to such amendment that are subject to an effective pricing reduction pursuant to such
amendment.”
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(vii) Section 13.7(b) of the Credit Agreement is hereby amended by deleting the last sentence thereof in its entirety and inserting the following text in
lieu thereof:

“In connection with any such assignment, the Borrower, Administrative Agent, such Non-Consenting Lender and the replacement Lender shall
otherwise comply with Section  13.6 ; provided , however , that if such Non-Consenting Lender does not execute and deliver to the Administrative
Agent a duly completed Assignment and Acceptance reflecting such assignment, then (i) the failure of such Non-Consenting Lender to execute an
Assignment and Assumption shall not render such assignment invalid and such assignment shall be deemed effective upon satisfaction of the other
applicable conditions of Section  13.6 and this Section  13.7(b) and (ii) the Administrative Agent shall be entitled (but not obligated) to execute and
deliver such Assignment and Acceptance on behalf of such Non-Consenting Lender and may record such assignment in the Register. Each Lender
hereby irrevocably appoints the Administrative Agent (such appointment being coupled with an interest) as such Lender’s attorney-in-fact, with full
authority in the place and stead of such Lender and in the name of such Lender, to take any action and to execute any Assignment and Acceptance or
other instrument that the Administrative Agent may deem reasonably necessary to carry out the provisions of this Section  13.7(b) .”

B. Conditions Precedent . This Second Amendment shall become effective as of the first date (the “ Second Amendment Effective Date ”) when each of the
conditions set forth in this Section B shall have been satisfied (subject to the last sentence of this Section B):

1. The Administrative Agent shall have received duly executed counterparts hereof that, when taken together, bear the signatures of (a) (i) the Borrower,
(ii) each of the other Credit Parties, (iii) the Administrative Agent, (iv) each Revolving Credit Lender, (v) each Lender holding Initial Term Loans and Initial
Term C Loans (other than a Second Amendment Non-Consenting Lender (as defined below)) and (vi) any Person that acquires any Initial Term Loans and/or Initial
Term C Loans from any Second Amendment Non-Consenting Lender as contemplated by Section B(5) below (that together with each Person described in
clauses (iv) and (v) constitute all of the Lenders directly and adversely affected by the terms of this Second Amendment and the transactions contemplated hereby)
and (b) the Required Lenders (determined immediately prior to giving effect to this Second Amendment).

2. The Borrower shall have (a) paid all fees and other amounts earned, due and payable to the Agents pursuant to that certain Engagement Letter, dated as of
January 13, 2017 (the “ Engagement Letter ”), among the Borrower, Deutsche Bank Securities Inc., Barclays Bank PLC, Citigroup Global Markets Inc., Credit
Suisse Securities (USA) LLC, Credit Suisse AG, Cayman Islands Branch, Goldman Sachs Bank USA, Royal Bank of Canada, UBS Securities LLC and Natixis
Securities Americas LLC and (b) reimbursed or paid all reasonable and documented out-of-pocket expenses in connection with this Second Amendment and any
other out-of-pocket expenses of the Administrative Agent, including the reasonable fees, charges and disbursements of counsel for the Administrative Agent as
required to be paid or reimbursed pursuant to the Engagement Letter and the Credit Agreement.

3. The Administrative Agent shall have received (x) a certificate of good standing (or subsistence) with respect to each Credit Party from the Secretary of
State (or similar official) of the State of such Credit Party’s organization, (y) a closing certificate executed by an Authorized Officer of the Borrower, dated the
Second Amendment Effective Date, certifying as to the accuracy (with respect to clauses (i), (ii) and (iii) of Section C(2 ), in all material respects) of the matters set
forth in Section C(2) of this Second Amendment and (z) a certificate executed by an Authorized Officer of the Borrower, dated the Second Amendment Effective
Date, certifying as to the incumbency and specimen signature of each officer of a Credit Party executing this Second Amendment or any other document delivered
in connection herewith on behalf of any Credit Party and attaching (A) a true and complete copy of the certificate of incorporation (or other applicable charter
document) of each Credit Party, including all amendments thereto, as in effect on the Second Amendment Effective Date, certified as of a recent date by the
Secretary of State (or analogous official) of the jurisdiction of its organization, that has not been amended since the date of the last amendment thereto shown on
the certificate of good standing furnished pursuant to clause (x) above, (B) a true and complete copy of, or certifying that there have been no changes to, the
by-laws (or other applicable operating agreements) of each Credit Party as in effect on the Second Amendment Effective Date
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and (C) a true and complete copy of resolutions duly adopted or written consents duly executed by the board of directors (or equivalent governing body or any
committee thereof) of each Credit Party authorizing the execution, delivery and performance of this Second Amendment and the performance of the Credit
Agreement (as amended by this Second Amendment) and the other Credit Documents and certifying that such resolutions or written consents have not been
modified, rescinded or amended and are in full force and effect.

4. No Default or Event of Default shall have occurred and be continuing (both immediately before and immediately after giving effect to this Second
Amendment and the transactions contemplated hereby).

5. (x) The Initial Term Loans and Initial Term C Loans held by each Term Loan Lender that has not executed and delivered a counterpart of this Second
Amendment to the Administrative Agent on or prior to 5:00 P.M. (New York City time) on January 30, 2017 and constitutes a Non-Consenting Lender as
contemplated by Section 13.7(b) (each, a “ Second Amendment Non-Consenting Lender ”) shall have been assigned to an assignee Lender in accordance with
Sections 13.6(b) and 13.7 of the Credit Agreement, (y) any fees, costs and any other expenses in connection with such assignment arising under Sections 2.11 and
13.6 of the Credit Agreement shall have been paid in full or, in the case of transfer fees payable in connection with an assignment, waived by the Administrative
Agent (it being understood that the Administrative Agent has waived the right to receive any processing and recordation fee as provided in Section 13.6(b)(ii) of
the Credit Agreement in connection with this Second Amendment and the transactions contemplated hereby), and (z) all accrued and unpaid interest on all Initial
Term Loans and Initial Term C Loans of each Second Amendment Non-Consenting Lender shall have been paid in full by the assignee Lender to such Second
Amendment Non-Consenting Lender in accordance with Section 13.7(b) of the Credit Agreement.

Notwithstanding anything to the contrary herein, it is understood and agreed that the Second Amendment Effective Date shall occur no earlier than February 6,
2017.

C. Other Terms .

1. Terms Related to Replacement . The parties hereto agree that (i) the Interest Periods applicable to the outstanding Revolving Credit Loans, Initial Term
Loans and Initial Term C Loans as of the Second Amendment Effective Date shall not be affected by this Second Amendment and (ii) the Borrower is exercising
its rights under Section 13.7 of the Credit Agreement in connection with this Second Amendment to require any Second Amendment Non-Consenting Lender to
assign all of its interests, rights and obligations under the Credit Documents to one or more assignees identified by the Borrower or the Administrative Agent, and
the Administrative Agent shall coordinate the transfer of all such Initial Term Loans and Initial Term C Loans of each such Second Amendment Non-Consenting
Lender to the identified assignees, which transfers shall be effected in accordance with Section 13.6(b) of the Credit Agreement and shall be effective as of the
Second Amendment Effective Date, and each assignee acquiring Initial Term Loans and/or Initial Term C Loans in connection with such transfers shall have
provided a signature page to this Second Amendment consenting hereto with respect to such acquired Initial Term Loans and/or Initial Term C Loans, as
applicable.

2. Credit Party Certifications . By execution of this Second Amendment, each of the undersigned hereby certifies, on behalf of the applicable Credit Party
and not in his/her individual capacity, that as of the Second Amendment Effective Date:

(i) each Credit Party has the corporate or other organizational power and authority to execute and deliver this Second Amendment and carry out the
terms and provisions of this Second Amendment and the Credit Agreement (as modified hereby) and has taken all necessary corporate or other
organizational action to authorize the execution and delivery of this Second Amendment and performance of this Second Amendment and the Credit
Agreement (as modified hereby);

(ii) each Credit Party has duly executed and delivered this Second Amendment and each of this Second Amendment and the Credit Agreement (as
modified hereby) constitutes the legal, valid and binding obligation of such Credit Party enforceable in accordance with its terms, subject to the effects of
bankruptcy, insolvency, fraudulent conveyance, reorganization and other similar laws relating to or affecting creditors’ rights generally and general
principles of equity (whether considered in a proceeding in
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equity or law) ( provided that, with respect to the creation and perfection of security interests with respect to Indebtedness, Stock and Stock Equivalents of
Foreign Subsidiaries, only to the extent the creation and perfection of such obligation is governed by the Uniform Commercial Code);

(iii) none of the execution and delivery by any Credit Party of this Second Amendment, the performance by any Credit Party of this Second
Amendment and the Credit Agreement (as modified hereby) or the compliance with the terms and provisions hereof or thereof or the consummation of the
transactions contemplated hereby will (a) contravene any applicable provision of any material Applicable Law (including material Environmental Laws)
other than any contravention which would not reasonably be expected to result in a Material Adverse Effect, (b) result in any breach of any of the terms,
covenants, conditions or provisions of, or constitute a default under, or result in the creation or imposition of any Lien upon any of the property or assets of
Holdings, the Borrower or any Restricted Subsidiary (other than Liens created under the Credit Documents, Permitted Liens or Liens subject to an
intercreditor agreement permitted hereby or the Collateral Trust Agreement) pursuant to the terms of any material indenture, loan agreement, lease
agreement, mortgage, deed of trust or other material debt agreement or instrument to which Holdings, the Borrower or any Restricted Subsidiary is a party or
by which it or any of its property or assets is bound other than any such breach, default or Lien that would not reasonably be expected to result in a Material
Adverse Effect, or (c) violate any provision of the Organizational Documents of any Credit Party;

(iv) the representations and warranties contained in the Credit Agreement (as modified hereby) and the other Credit Documents are true and correct in
all material respects on and as of the Second Amendment Effective Date (both before and after giving effect thereto) to the same extent as though made on
and as of the Second Amendment Effective Date, except to the extent such representations and warranties expressly relate to an earlier date, in which case
such representations and warranties shall have been true and correct in all material respects on and as of such earlier date; and

(v) no Default or Event of Default has occurred and is continuing or would result from the consummation of the transactions contemplated hereby.

3. Amendment, Modification and Waiver . This Second Amendment may not be amended, modified or waived except by an instrument or instruments in
writing signed and delivered on behalf of each of the parties hereto and in accordance with the provisions of Section 13.1 of the Credit Agreement.

4. Entire Agreement . This Second Amendment, the Credit Agreement (as modified hereby) and the other Credit Documents constitute the entire agreement
among the parties with respect to the subject matter hereof and thereof and supersede all other prior agreements and understandings, both written and verbal, among
the parties or any of them with respect to the subject matter hereof.

5. GOVERNING LAW . THIS SECOND AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER SHALL BE
GOVERNED BY, CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.

6. Severability . Any term or provision of this Second Amendment which is invalid or unenforceable in any jurisdiction shall, as to that jurisdiction, be
ineffective to the extent of such invalidity or unenforceability without rendering invalid or unenforceable the remaining terms and provisions of this Second
Amendment or affecting the validity or enforceability of any of the terms or provisions of this Second Amendment in any other jurisdiction. If any provision of this
Second Amendment is so broad as to be unenforceable, the provision shall be interpreted to be only so broad as would be enforceable.

7. Counterparts . This Second Amendment may be executed in counterparts, each of which shall be deemed to be an original, but all of which shall
constitute one and the same agreement. Delivery of a counterpart to this Second Amendment by electronic means shall be as effective as delivery of an original
counterpart hereof.
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8. Submission to Jurisdiction . Each party hereto irrevocably and unconditionally:
 

 
(i) submits for itself and its property in any legal action or proceeding relating to this Second Amendment and the other Credit Documents to which it is a

party, or for recognition and enforcement of any judgment in respect thereof, to the exclusive general jurisdiction of the courts of the State of New
York, the courts of the United States of America for the Southern District of New York and appellate courts from any thereof;

 

 
(ii) consents that any such action or proceeding may be brought in such courts and waives any objection that it may now or hereafter have to the venue of

any such action or proceeding in any such court or that such action or proceeding was brought in an inconvenient court and agrees not to plead or
claim the same;

 

 
(iii) agrees that service of process in any such action or proceeding may be effected by mailing a copy thereof by registered or certified mail (or any

substantially similar form of mail), postage prepaid, to such Person at such address of which the Administrative Agent shall have been notified
pursuant to Section 13.2 of the Credit Agreement;

 

 (iv) agrees that nothing herein shall affect the right to effect service of process in any other manner permitted by law or shall limit the right to sue in any
other jurisdiction;

 

 
(v) subject to the last paragraph of Section 13.5 of the Credit Agreement, waives, to the maximum extent not prohibited by Applicable Law, any right it

may have to claim or recover in any legal action or proceeding referred to in this Section C(8) any special, exemplary, punitive or consequential
damages; and

 

 (vi) agrees that a final judgment in any action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in
any other manner provided by Applicable Law.

9. Waiver of Jury Trial . EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES (TO THE EXTENT
PERMITTED BY APPLICABLE LAW) TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING TO THIS SECOND AMENDMENT
AND FOR ANY COUNTERCLAIM THEREIN.

10. Reaffirmation . By executing and delivering a counterpart hereof, (i) each Credit Party hereby agrees that, as of the Second Amendment Effective Date
and after giving effect to this Second Amendment, all Obligations of the Borrower shall be guaranteed pursuant to the Guarantee in accordance with the terms and
provisions thereof and shall be secured pursuant to the Security Documents in accordance with the terms and provisions thereof; (ii) each Credit Party hereby
(A) agrees that, notwithstanding the effectiveness of this Second Amendment, as of the Second Amendment Effective Date and after giving effect to this Second
Amendment, the Security Documents continue to be in full force and effect, (B) agrees as of the Second Amendment Effective Date that all of the Liens and
security interests created and arising under each Security Document remain in full force and effect on a continuous basis, and the perfected status and priority of
each such Lien and security interest continues in full force and effect on a continuous basis, unimpaired, uninterrupted and undischarged, as collateral security for
its Obligations under the Credit Documents (as modified hereby) to which it is a party, in each case, to the extent provided in, and subject to the limitations and
qualifications set forth in, such Credit Documents (as amended by this Second Amendment) and (C) as of the Second Amendment Effective Date affirms and
confirms all of its obligations and liabilities under the Credit Agreement (as modified hereby) and each other Credit Document (including this Second
Amendment), in each case after giving effect to this Second Amendment, including its guarantee of the Obligations and the pledge of and/or grant of a security
interest in its assets as Collateral pursuant to the Security Documents to secure such Obligations, all as provided in the Security Documents, and acknowledges and
agrees that as of the Second Amendment Effective Date such obligations, liabilities, guarantee, pledge and grant continue in full force and effect in respect of, and
to secure, such Obligations under the Credit Agreement (as modified hereby) and the other Credit Documents, in each case after giving effect to this Second
Amendment; and (iii) each Guarantor agrees that nothing in the Credit Agreement, this Second Amendment or any other Credit Document shall be deemed to
require the consent of such Guarantor to any future amendment to the Credit Agreement.
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11. Assignments . The Borrower and the Administrative Agent hereby consent to each assignment of Initial Term Loans or Initial Term C Loans made by
any Second Amendment Non-Consenting Lender or Joint Lead Arranger (or Affiliate thereof) to any assignee in connection with the replacement of any Second
Amendment Non-Consenting Lender (to the extent the applicable assignee has been identified on a list approved by the Borrower on or prior to the date of
allocation of the Initial Term Loans or Initial Term C Loans to such assignee).

12. Miscellaneous . This Second Amendment shall constitute a Credit Document for all purposes of the Credit Agreement (as modified hereby) and the other
Credit Documents. The provisions of this Second Amendment are deemed incorporated as of the Second Amendment Effective Date into the Credit Agreement as
if fully set forth therein. Except as specifically amended by this Amendment, (i) the Credit Agreement and the other Credit Documents shall remain in full force
and effect and (ii) the execution, delivery and performance of this Amendment shall not constitute a waiver of any provision of, or operate as a waiver of any right,
power or remedy of any Agent or Lender under, the Credit Agreement or any of the other Credit Documents.
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IN WITNESS WHEREOF , each of the undersigned has caused its duly authorized officer to execute and deliver this Second Amendment as of the date
first set forth above.
 

VISTRA OPERATIONS COMPANY LLC , as Borrower

By:  /s/ David D. Faranetta
Name:  David D. Faranetta
Title:  Senior Vice President and Treasurer

VISTRA INTERMEDIATE COMPANY LLC , as Holdings

By:  /s/ David D. Faranetta
Name:  David D. Faranetta
Title:  Senior Vice President and Treasurer

 
[Signature Page to Vistra Operations Company LLC Second Amendment to Credit Agreement]



4CHANGE ENERGY COMPANY LLC
BIG BROWN POWER COMPANY LLC
BRIGHTEN ENERGY LLC
COMANCHE PEAK POWER COMPANY LLC
DALLAS POWER & LIGHT COMPANY, INC.
FORNEY PIPELINE, LLC
GENERATION SVC COMPANY
LA FRONTERA HOLDINGS, LLC
LONE STAR ENERGY COMPANY, INC.
LONE STAR PIPELINE COMPANY, INC.
LUMINANT ENERGY COMPANY LLC
LUMINANT ENERGY TRADING CALIFORNIA
COMPANY
LUMINANT ET SERVICES COMPANY LLC
LUMINANT GENERATION COMPANY LLC
LUMINANT MINING COMPANY LLC
NCA RESOURCES DEVELOPMENT COMPANY LLC
OAK GROVE MANAGEMENT COMPANY LLC
SANDOW POWER COMPANY LLC
SOUTHWESTERN ELECTRIC SERVICE COMPANY,
INC.
VISTRA ASSET COMPANY LLC
VISTRA CORPORATE SERVICES COMPANY
VISTRA EP PROPERTIES COMPANY
VISTRA FINANCE CORP.
VISTRA PREFERRED INC.
TEXAS ELECTRIC SERVICE COMPANY, INC.
TEXAS ENERGY INDUSTRIES COMPANY, INC.
TEXAS POWER & LIGHT COMPANY, INC.
TEXAS UTILITIES COMPANY, INC.
TEXAS UTILITIES ELECTRIC COMPANY, INC.
TXU ELECTRIC COMPANY, INC.
TXU ENERGY RETAIL COMPANY LLC
TXU RETAIL SERVICES COMPANY,
as Subsidiary Guarantors

By:  /s/ David D. Faranetta
Name:  David D. Faranetta
Title:  Senior Vice President and Treasurer

 
[Signature Page to Vistra Operations Company LLC Second Amendment to Credit Agreement]



DEUTSCHE BANK AG NEW YORK BRANCH , as
Administrative Agent

By: /s/ Marcus Tarkington
 Name:  Marcus Tarkington
 Title:  Director

By: /s/ Anca Trifan
 Name:  Anca Trifan
 Title:  Managing Director

 
[Signature Page to Vistra Operations Company LLC Second Amendment to Credit Agreement]



Exhibit 10.5

As amended and restated effective January 1, 2017

VISTRA ENERGY CORP.
 

 

2016 OMNIBUS INCENTIVE PLAN
 

 

ARTICLE I
PURPOSE

The purpose of this Vistra Energy Corp. 2016 Omnibus Incentive Plan is to enhance the profitability and value of the Company for the benefit of its
stockholders by enabling the Company to offer Eligible Individuals cash and stock-based incentives in order to attract, retain and reward such individuals and
strengthen the mutuality of interests between such individuals and the Company’s stockholders. The Plan was effective as of the date set forth in Article XIV and is
hereby amended and restated effective January 1, 2017.

ARTICLE II
DEFINITIONS

For purposes of the Plan, the following terms shall have the following meanings:

2.1      “ Affiliate ” means each of the following: (a) any Subsidiary; (b) any Parent; (c) any corporation, trade or business (including, without
limitation, a partnership or limited liability company) which is directly or indirectly controlled 50% or more (whether by ownership of stock, assets or an equivalent
ownership interest or voting interest) by the Company or one of its Affiliates; (d) any trade or business (including, without limitation, a partnership or limited
liability company) which directly or indirectly controls 50% or more (whether by ownership of stock, assets or an equivalent ownership interest or voting interest)
of the Company; and (e) any other entity in which the Company or any of its Affiliates has a material equity interest and which is designated as an “Affiliate” by
resolution of the Committee; provided that, unless otherwise determined by the Committee, the Common Stock subject to any Option constitutes “service recipient
stock” for purposes of Section 409A of the Code or otherwise does not subject the Option to Section 409A of the Code.

2.2      “ Award ” means any award under the Plan of any Stock Option, Restricted Stock Award, Performance Award, Other Stock-Based Award or
Other Cash-Based Award. All Awards shall be granted by, confirmed by, and subject to the terms of, a written Award Agreement executed by the Company and the
Participant.

2.3      “ Award Agreement ” means the written or electronic agreement setting forth the terms and conditions applicable to an Award.

2.4      “ Board ” means the Board of Directors of the Company.

2.5      “ Cause ” means, unless otherwise determined by the Committee in the applicable Award Agreement, with respect to a Participant’s
Termination of Employment or Termination of



Consultancy, the following: (a) in the case where there is no employment agreement, consulting agreement, change in control agreement or similar agreement in
effect between the Company or an Affiliate and the Participant at the time of the grant of the Award (or where there is such an agreement but it does not define
“cause” (or words of like import)), termination due to a Participant’s: (i) willful and continued failure to perform Participant’s duties with the Company; (ii) willful
and continued failure to follow and comply with the written policies of the Company as in effect from time to time; (iii) willful commission of an act of fraud or
dishonesty resulting in economic or financial injury to the Company; (iv) willful engagement in illegal conduct or gross misconduct; (v) willful breach of any
agreement with the Company or an Affiliate; or (vi) indictment for, conviction of, or a plea of guilty or nolo contendere to any felony or other crime involving
moral turpitude. No act or failure to act will be treated as willful if it is done, or omitted to be done, by the Participant in good faith and with a good faith belief that
such act or omission was in the best interests of the Company; or (b) in the case where there is an employment agreement, consulting agreement, change in control
agreement or similar agreement in effect between the Company or an Affiliate and the Participant at the time of the grant of the Award that defines “cause” (or
words of like import), “cause” as defined under such agreement; provided, however, that with regard to any agreement under which the definition of “cause” only
applies on occurrence of a change in control, such definition of “cause” shall not apply until a change in control actually takes place and then only with regard to a
termination thereafter. With respect to a Participant’s Termination of Directorship, “cause” means an act or failure to act that constitutes cause for removal of a
director under applicable Delaware law.

2.6      “ Change in Control ” has the meaning set forth in Section 10.2.

2.7      “ Change in Control Price ” has the meaning set forth in Section 10.1.

2.8      “ Code ” means the Internal Revenue Code of 1986, as amended. Any reference to any section of the Code shall also be a reference to any
successor provision and any Treasury Regulation and other official guidance and regulations promulgated thereunder.

2.9      “ Committee ” means any committee of the Board duly authorized by the Board to administer the Plan. If no committee is duly authorized by
the Board to administer the Plan, the term “Committee” shall be deemed to refer to the Board for all purposes under the Plan.

2.10      “ Common Stock ” means the common stock, $0.01 par value per share, of the Company.

2.11      “ Company ” means Vistra Energy Corp., a Delaware corporation, and its successors by operation of law.

2.12      “ Consultant ” means any natural person who is an advisor or consultant to the Company or its Affiliates.

2.13      “ Disability ” means, unless otherwise determined by the Committee in the applicable Award Agreement, with respect to a Participant’s
Termination, a permanent and total disability as defined in Section 22(e)(3) of the Code. A Disability shall only be deemed to occur at the time of the determination
by the Committee of the Disability. Notwithstanding the foregoing, for Awards that are subject to Section 409A of the Code, Disability shall mean that a
Participant is disabled under Section 409A(a)(2)(C)(i) or (ii) of the Code.



2.14      “ Effective Date ” means the effective date of the Plan as defined in Article XIV.

2.15      “ Eligible Employees ” means each employee of the Company or an Affiliate.

2.16      “ Eligible Individual ” means an Eligible Employee, Non-Employee Director or Consultant who is designated by the Committee in its
discretion as eligible to receive Awards subject to the conditions set forth herein.

2.17      “ Exchange Act ” means the Securities Exchange Act of 1934, as amended. Reference to a specific section of the Exchange Act or regulation
thereunder shall include such section or regulation, any valid regulation or interpretation promulgated under such section, and any comparable provision of any
future legislation or regulation amending, supplementing or superseding such section or regulation.

2.18      “ Fair Market Value ” means, for purposes of the Plan, unless otherwise provided in an Award Agreement or as required by any applicable
provision of the Code or any regulations issued thereunder, as of any date and except as provided below: (a) if the Common Stock is traded, listed or otherwise
reported or quoted on a national securities exchange, the last sales price reported for the Common Stock on the applicable date on the principal national securities
exchange in the United States on which it is then traded, listed or otherwise reported or quoted; or (b) if the Common Stock is not traded, listed or otherwise
reported or quoted on a national securities exchange, the Committee shall determine in good faith the Fair Market Value in whatever manner it considers
appropriate, taking into account the requirements of Section 409A of the Code and any other applicable laws, rules or regulations. For purposes of the grant of any
Award, the applicable date shall be the trading day immediately prior to the date on which the Award is granted. For purposes of the exercise of any Award, the
applicable date shall be the date a notice of exercise is received by the Committee or, if not a day on which the applicable market is open, the next day that it is
open.

2.19      “ Family Member ” means “family member” as defined in Section A.1.(a)(5) of the general instructions of Form S-8 of the United States
Securities and Exchange Commission.

2.20      “ Good Reason ” means, unless otherwise determined by the Committee in the applicable Award Agreement, the following: (a) in the case
where there is no employment agreement, consulting agreement, change in control agreement or similar agreement in effect between the Company or an Affiliate
and the Participant at the time of the grant of the Award (or where there is such an agreement but it does not define “good reason” (or words of like import)), the
occurrence, without the Participant’s consent, of either of the following events: (i) any material diminution of the Participant’s title, duties, responsibilities or
authorities; or (ii) any breach by the Company or the employing Affiliate, as applicable, of any of its material obligations to the Participant. Prior to resigning for
Good Reason, the Participant shall give written notice to the Company or the employing Affiliate, as applicable, of the facts and circumstances claimed to provide a
basis for such resignation not more than sixty (60) days following the Participant’s knowledge of such facts and circumstances, and the Company or the employing
Affiliate, as



applicable, shall have ten (10) business days after receipt of such notice to cure (and if so cured, the Participant shall not be permitted to resign for Good Reason in
respect thereof) and the Participant shall resign within ten (10) business days following the Company’s or the employing Affiliate’s, as applicable, failure to cure;
or (b) in the case where there is an employment agreement, consulting agreement, change in control agreement or similar agreement in effect between the Company
or an Affiliate and the Participant at the time of the grant of the Award that defines “good reason” (or words of like import), “good reason” as defined under such
agreement; provided, however, that with regard to any agreement under which the definition of “good reason” only applies on occurrence of a change in control,
such definition of “good reason” shall not apply until a change in control actually takes place and then only with regard to a termination thereafter.

2.21      “ Incentive Stock Option ” means any Stock Option awarded to an Eligible Employee of the Company, its Subsidiaries and its Parents (if
any) under the Plan intended to be and designated as an “Incentive Stock Option” within the meaning of Section 422 of the Code.

2.22      “ Lead Underwriter ” has the meaning set forth in Section 13.20.

2.23      “ Lock-Up Period ” has the meaning set forth in Section 13.20.

2.24      “ Maximum Share Amount ” has the meaning set forth in Section 4.1(b)(i).

2.25      “ Non-Employee Director ” means a director or a member of the Board of the Company or any Affiliate who is not an active employee of the
Company or any Affiliate.

2.26      “ Non-Qualified Stock Option ” means any Stock Option awarded under the Plan that is not an Incentive Stock Option.

2.27      “ Other Cash-Based Award ” means an Award granted pursuant to Section 9.3 of the Plan and payable in cash at such time or times and
subject to such terms and conditions as determined by the Committee in its sole discretion.

2.28      “ Other Stock-Based Award ” means an Award under Article IX of the Plan that is valued in whole or in part by reference to, or is payable
in or otherwise based on, Common Stock, including, without limitation, an Award valued by reference to an Affiliate.

2.29      “ Parent ” means any parent corporation of the Company within the meaning of Section 424(e) of the Code.

2.30      “ Participant ” means an Eligible Individual to whom an Award has been granted pursuant to the Plan.

2.31      “ Performance Award ” means an Award granted to a Participant pursuant to Article VIII hereof contingent upon achieving certain
Performance Goals.

2.32      “ Performance Goals ” means goals established by the Committee as contingencies for Awards to vest and/or become exercisable or
distributable based on one or more of the performance goals set forth in Exhibit A hereto.



2.33      “ Performance Period ” means the designated period during which the Performance Goals must be satisfied with respect to the Award to
which the Performance Goals relate.

2.34      “ Plan ” means this Vistra Energy Corp. 2016 Omnibus Incentive Plan, as amended from time to time.

2.35      “ Proceeding ” has the meaning set forth in Section 13.9.

2.36      “ Reorganization ” has the meaning set forth in Section 4.2(b)(ii).

2.37      “ Restricted Stock ” means an Award of shares of Common Stock under the Plan that is subject to restrictions under Article VII.

2.38      “ Restriction Period ” has the meaning set forth in Section 7.3(a) with respect to Restricted Stock.

2.39      “ Rule 16b-3 ” means Rule 16b-3 under Section 16(b) of the Exchange Act as then in effect or any successor provision.

2.40      “ Section 162(m) of the Code ” means the exception for performance-based compensation under Section 162(m) of the Code and any
applicable Treasury Regulations thereunder.

2.41      “ Section 409A of the Code ” means the nonqualified deferred compensation rules under Section 409A of the Code and any applicable
Treasury Regulations and other official guidance thereunder.

2.42      “ Securities Act ” means the Securities Act of 1933, as amended and all rules and regulations promulgated thereunder. Reference to a specific
section of the Securities Act or regulation thereunder shall include such section or regulation, any valid regulation or interpretation promulgated under such section,
and any comparable provision of any future legislation or regulation amending, supplementing or superseding such section or regulation.

2.43      “ Stock Option ” or “ Option ” means any option to purchase shares of Common Stock granted to Eligible Individuals granted pursuant to
Article VI.

2.44      “ Subsidiary ” means any subsidiary corporation of the Company within the meaning of Section 424(f) of the Code.

2.45      “ Ten Percent Stockholder ” means a person owning stock possessing more than ten percent (10%) of the total combined voting power of all
classes of stock of the Company, its Subsidiaries or its Parent.

2.46      “ Termination ” means a Termination of Consultancy, Termination of Directorship or Termination of Employment, as applicable.



2.47      “ Termination of Consultancy ” means: (a) that the Consultant is no longer acting as a consultant to the Company or any of its Affiliates; or
(b) when an entity (other than the Company) which is retaining a Participant as a Consultant ceases to be an Affiliate, unless the Participant otherwise is, or
thereupon becomes, a Consultant to the Company or another Affiliate at the time the entity ceases to be an Affiliate. In the event that a Consultant becomes an
Eligible Employee or a Non-Employee Director upon the termination of such Consultant’s consultancy, unless otherwise determined by the Committee, in its sole
discretion, no Termination of Consultancy shall be deemed to occur until such time as such Consultant is no longer a Consultant, an Eligible Employee or a
Non-Employee Director. Notwithstanding the foregoing, the Committee may otherwise define Termination of Consultancy in the Award Agreement or, if no rights
of a Participant are reduced, may otherwise define Termination of Consultancy thereafter, provided that any such change to the definition of the term “ Termination
of Consultancy ” does not subject the applicable Award to Section 409A of the Code.

2.48      “ Termination of Directorship ” means: (a) that the Non-Employee Director has ceased to be a director of the Company or any of its
Affiliates; or (b) when an entity (other than the Company) for which the Participant is serving as a Non-Employee Director ceases to be an Affiliate, unless the
Participant otherwise is, or thereupon becomes, a Non-Employee Director of the Company or another Affiliate at the time the entity ceases to be an Affiliate. In the
event that a Non-Employee Director becomes an Eligible Employee or a Consultant upon the termination of such Non-Employee Director’s directorship, unless
otherwise determined by the Committee, in its sole discretion, such Non-Employee Director’s ceasing to be a director of the Company or an Affiliate shall not be
treated as a Termination of Directorship, unless and until the Participant has a Termination of Employment or Termination of Consultancy, as the case may be.

2.49      “ Termination of Employment ” means: (a) a termination of employment (for reasons other than a military or personal leave of absence
granted by the Company) of a Participant from the Company and all of its Affiliates; or (b) when an entity (other than the Company) which is employing a
Participant ceases to be an Affiliate, unless the Participant otherwise is, or thereupon becomes, employed by the Company or another Affiliate at the time the entity
ceases to be an Affiliate. In the event that an Eligible Employee becomes a Consultant or a Non-Employee Director upon the termination of such Eligible
Employee’s employment, unless otherwise determined by the Committee, in its sole discretion, no Termination of Employment shall be deemed to occur until such
time as such Eligible Employee is no longer an Eligible Employee, a Consultant or a Non-Employee Director. Notwithstanding the foregoing, the Committee may
otherwise define Termination of Employment in the Award Agreement or, if no rights of a Participant are reduced, may otherwise define Termination of
Employment thereafter, provided that any such change to the definition of the term “ Termination of Employment ” does not subject the applicable Award to
Section 409A of the Code.

2.50      “ Transfer ” means: (a) when used as a noun, any direct or indirect transfer, sale, assignment, pledge, hypothecation, encumbrance or other
disposition (including the issuance of equity in any entity), whether for value or no value and whether voluntary or involuntary (including by operation of law), and
(b) when used as a verb, to directly or indirectly transfer, sell, assign, pledge, encumber, charge, hypothecate or otherwise dispose of (including the issuance of
equity in any entity) whether for value or for no value and whether voluntarily or involuntarily (including by operation of law). “ Transferred ” and “ Transferable ”
shall have a correlative meaning.



ARTICLE III
ADMINISTRATION

3.1      The Committee . The Plan shall be administered and interpreted by the Committee. To the extent required by applicable law, rule or
regulation, it is intended that each member of the Committee shall qualify as (a) a “non-employee director” under Rule 16b-3, (b) an “outside director” under
Section 162(m) of the Code and (c) an “independent director” under the rules of any national securities exchange or national securities association, as applicable. If
it is later determined that one or more members of the Committee do not so qualify, actions taken by the Committee prior to such determination shall be valid
despite such failure to qualify.

3.2      Grants of Awards . The Committee shall have full authority to grant, pursuant to the terms of the Plan, to Eligible Individuals: (i) Stock
Options, (ii) Restricted Stock, (iii) Performance Awards; (iv) Other Stock-Based Awards; and (v) Other Cash-Based Awards. In particular, the Committee shall
have the authority:

(a)    to select the Eligible Individuals to whom Awards may from time to time be granted hereunder;

(b)    to determine whether and to what extent Awards, or any combination thereof, are to be granted hereunder to one or more Eligible
Individuals;

(c)    to determine the number of shares of Common Stock to be covered by each Award granted hereunder;

(d)    to determine the terms and conditions, not inconsistent with the terms of the Plan, of any Award granted hereunder (including, but not
limited to, the exercise or purchase price (if any), any restriction or limitation, any vesting schedule or acceleration thereof, or any forfeiture restrictions or waiver
thereof, regarding any Award and the shares of Common Stock relating thereto, based on such factors, if any, as the Committee shall determine, in its sole
discretion);

(e)    to determine the amount of cash to be covered by each Award granted hereunder;

(f)    to determine whether, to what extent and under what circumstances grants of Options and other Awards under the Plan are to operate on
a tandem basis and/or in conjunction with or apart from other awards made by the Company outside of the Plan;

(g)    to determine whether and under what circumstances a Stock Option may be settled in cash, Common Stock and/or Restricted Stock
under Section 6.4(d);

(h)    to determine whether a Stock Option is an Incentive Stock Option or Non-Qualified Stock Option;



(i)    to impose a “blackout” period during which Options may not be exercised;

(j)    to determine whether to require a Participant, as a condition of the granting of any Award, to not sell or otherwise dispose of shares of
Common Stock acquired pursuant to the exercise of an Award for a period of time as determined by the Committee, in its sole discretion, following the date of the
acquisition of such Award;

(k)    to modify, extend or renew an Award, subject to Article XI and Section 6.4(l), provided, however, that such action does not subject the
Award to Section 409A of the Code without the consent of the Participant; and

(l)    solely to the extent permitted by applicable law, to determine whether, to what extent and under what circumstances to provide loans
(which may be on a recourse basis and shall bear interest at the rate the Committee shall provide) to Participants in order to exercise Options under the Plan.

For the sake of clarity and to the extent permitted by applicable law, the Board or the Committee may delegate to an officer of the Company the authority to make
Awards hereunder.

3.3      Guidelines . Subject to Article XI hereof, the Committee shall have the authority to adopt, alter and repeal such administrative rules, guidelines
and practices governing the Plan and perform all acts, including the delegation of its responsibilities (to the extent permitted by applicable law and applicable stock
exchange rules), as it shall, from time to time, deem advisable; to construe and interpret the terms and provisions of the Plan and any Award issued under the Plan
(and any Award Agreements relating thereto); and to otherwise supervise the administration of the Plan. The Committee may correct any defect, supply any
omission or reconcile any inconsistency in the Plan or in any agreement relating thereto in the manner and to the extent it shall deem necessary to effectuate the
purpose and intent of the Plan. The Committee may adopt special guidelines and provisions for persons who are residing in or employed in, or subject to, the taxes
of, any domestic or foreign jurisdictions to comply with applicable tax and securities laws of such domestic or foreign jurisdictions. Notwithstanding the foregoing,
no action of the Committee under this Section 3.3 shall impair the rights of any Participant without the Participant’s consent. To the extent applicable, the Plan is
intended to comply with the applicable requirements of Rule 16b-3, and with respect to Awards intended to be “performance-based,” the applicable provisions of
Section 162(m) of the Code, and the Plan shall be limited, construed and interpreted in a manner so as to comply therewith.

3.4      Decisions Final . Any decision, interpretation or other action made or taken in good faith by or at the direction of the Company, the Board or
the Committee (or any of its members) arising out of or in connection with the Plan shall be within the absolute discretion of all and each of them, as the case may
be, and shall be final, binding and conclusive on the Company and all employees and Participants and their respective heirs, executors, administrators, successors
and assigns.



3.5      Designation of Consultants/Liability .

(a)    The Committee may designate employees of the Company and professional advisors to assist the Committee in the administration of the
Plan and (to the extent permitted by applicable law and applicable exchange rules) may grant authority to officers to grant Awards and/or execute agreements or
other documents on behalf of the Committee.

(b)    The Committee may employ such legal counsel, consultants and agents as it may deem desirable for the administration of the Plan and
may rely upon any opinion received from any such counsel or consultant and any computation received from any such consultant or agent. Expenses incurred by
the Committee or the Board in the engagement of any such counsel, consultant or agent shall be paid by the Company. The Committee, its members and any person
designated or granted authority pursuant to sub-section (a) above shall not be liable for any action or determination made in good faith with respect to the Plan. To
the maximum extent permitted by applicable law, no officer or employee of the Company or its Affiliates or member or former member of the Committee or of the
Board shall be liable for any action or determination made in good faith with respect to the Plan or any Award granted under it.

ARTICLE IV
SHARE LIMITATION

4.1      Shares . (a) The aggregate number of shares of Common Stock that may be issued or used for reference purposes or with respect to which
Awards may be granted under the Plan shall not exceed 22,500,000 shares (subject to any increase or decrease pursuant to Section 4.2) (the “ Share Reserve ”),
which may be either authorized and unissued Common Stock or Common Stock held in or acquired for the treasury of the Company or both. The maximum
number of shares of Common Stock with respect to which Incentive Stock Options may be granted under the Plan shall be equal to the Share Reserve. If any
Option or Other Stock-Based Award granted under the Plan expires, terminates or is canceled for any reason without having been exercised in full, the number of
shares of Common Stock underlying any unexercised Award shall again be available for the purpose of Awards under the Plan. If any shares of Restricted Stock,
Performance Awards or Other Stock-Based Awards denominated in shares of Common Stock awarded under the Plan to a Participant are forfeited for any reason,
the number of forfeited shares of Restricted Stock, Performance Awards or Other Stock-Based Awards denominated in shares of Common Stock shall again be
available for purposes of Awards under the Plan. Any Award under the Plan settled in cash shall not be counted against the foregoing maximum share limitations.
The maximum grant date fair value of all Awards granted to any director during any calendar year shall not exceed $750,000.

(b)     Individual Participant Limitations . To the extent required by Section 162(m) of the Code for Awards under the Plan to qualify as
“performance-based compensation,” the following individual Participant limitations shall apply:

(i)    The maximum number of shares of Common Stock subject to any Award of Stock Options, or shares of Restricted Stock, or
Other Stock-Based Awards for which the grant of such Award or the lapse of the relevant Restriction Period is subject to the attainment of Performance Goals in
accordance with Section 7.3(a)(ii) which may be granted under the Plan during any fiscal year of the Company to any Participant shall be the number of shares of
Common Stock having an aggregate Fair Market Value of $10,000,000, with Fair



Market Value measured as of the grant date (the “ Maximum Share Amount ”), per type of Award, provided that the maximum number of shares of Common Stock
for all types of Awards does not exceed the Maximum Share Amount during any fiscal year of the Company.

(ii)    There are no annual individual share limitations applicable to Participants on Restricted Stock or Other Stock-Based
Awards for which the grant, vesting or payment (as applicable) of any such Award is not subject to the attainment of Performance Goals.

(iii)    The maximum number of shares of Common Stock subject to any Performance Award which may be granted under the
Plan during any fiscal year of the Company to any Participant shall be the Maximum Share Amount.

(iv)    The maximum value of a cash payment made under a Performance Award which may be granted under the Plan with
respect to any fiscal year of the Company to any Participant shall be $10,000,000.

(v)    The individual Participant limitations set forth in this Section 4.1(b) (other than Section 4.1(b)(iii)) shall be cumulative; that
is, to the extent that shares of Common Stock for which Awards are permitted to be granted to a Participant during a fiscal year are not covered by an Award to
such Participant in a fiscal year, the number of shares of Common Stock available for Awards to such Participant shall automatically increase in the subsequent
fiscal years during the term of the Plan until used.

4.2      Changes .

(a)    The existence of the Plan and the Awards granted hereunder shall not affect in any way the right or power of the Board or the
stockholders of the Company to make or authorize (i) any adjustment, recapitalization, reorganization or other change in the Company’s capital structure or its
business, (ii) any merger or consolidation of the Company or any Affiliate, (iii) any issuance of bonds, debentures, preferred or prior preference stock ahead of or
affecting the Common Stock, (iv) the dissolution or liquidation of the Company or any Affiliate, (v) any sale or transfer of all or part of the assets or business of the
Company or any Affiliate or (vi) any other corporate act or proceeding.

(b)    Subject to the provisions of Section 10.1:

(i)    If the Company at any time subdivides (by any split, recapitalization or otherwise) the outstanding Common Stock into a greater
number of shares of Common Stock, or combines (by reverse split, combination or otherwise) its outstanding Common Stock into a lesser number of shares of
Common Stock, then the respective exercise prices for outstanding Awards that provide for a Participant elected exercise and the number of shares of Common
Stock covered by outstanding Awards shall be appropriately adjusted by the Committee to prevent dilution or enlargement of the rights granted to, or available for,
Participants under the Plan.

(ii)    Excepting transactions covered by Section 4.2(b)(i), if the Company effects any merger, consolidation, statutory exchange,
spin-off, reorganization, sale or transfer of all or substantially all the Company’s assets or business, or other corporate transaction



or event in such a manner that the Company’s outstanding shares of Common Stock are converted into the right to receive (or the holders of Common Stock are
entitled to receive in exchange therefor), either immediately or upon liquidation of the Company, securities or other property of the Company or other entity (each,
a “ Reorganization ” ), then, subject to the provisions of Section 10.1, (A) the aggregate number or kind of securities that thereafter may be issued under the Plan,
(B) the number or kind of securities or other property (including cash) to be issued pursuant to Awards granted under the Plan (including as a result of the
assumption of the Plan and the obligations hereunder by a successor entity, as applicable), or (C) the purchase price thereof, shall be appropriately adjusted by the
Committee to prevent dilution or enlargement of the rights granted to, or available for, Participants under the Plan.

(iii)    If there shall occur any change in the capital structure of the Company other than those covered by Section 4.2(b)(i) or 4.2(b)(ii),
including by reason of any extraordinary dividend (whether cash or equity), any conversion, any adjustment, any issuance of any class of securities convertible or
exercisable into, or exercisable for, any class of equity securities of the Company, then the Committee shall adjust any Award and make such other adjustments to
the Plan to prevent dilution or enlargement of the rights granted to, or available for, Participants under the Plan.

(iv)    Any such adjustment determined by the Committee pursuant to this Section 4.2(b) shall be final, binding and conclusive on the
Company and all Participants and their respective heirs, executors, administrators, successors and permitted assigns. Any adjustment to, or assumption or
substitution of, an Award under this Section 4.2(b) shall be intended to comply with the requirements of Section 409A of the Code and Treasury Regulation
§1.424-1 (and any amendments thereto), to the extent applicable. Except as expressly provided in this Section 4.2 or in the applicable Award Agreement, a
Participant shall have no additional rights under the Plan by reason of any transaction or event described in this Section 4.2.

(v)    Fractional shares of Common Stock resulting from any adjustment in Awards pursuant to Section 4.2(a) or this Section 4.2(b)
shall be aggregated until, and eliminated at, the time of exercise or payment by rounding-down for fractions less than one-half and rounding-up for fractions equal
to or greater than one-half. No cash settlements shall be required with respect to fractional shares eliminated by rounding. Notice of any adjustment shall be given
by the Committee to each Participant whose Award has been adjusted and such adjustment (whether or not such notice is given) shall be effective and binding for
all purposes of the Plan.

4.3      Minimum Purchase Price . Notwithstanding any provision of the Plan to the contrary, if authorized but previously unissued shares of
Common Stock are issued under the Plan, such shares shall not be issued for a consideration that is less than as permitted under applicable law.



ARTICLE V
ELIGIBILITY

5.1      General Eligibility . All current and prospective Eligible Individuals are eligible to be granted Awards. Eligibility for the grant of Awards and
actual participation in the Plan shall be determined by the Committee in its sole discretion.

5.2      Incentive Stock Options . Notwithstanding the foregoing, only Eligible Employees of the Company, its Subsidiaries and its Parent (if any) are
eligible to be granted Incentive Stock Options under the Plan. Eligibility for the grant of an Incentive Stock Option and actual participation in the Plan shall be
determined by the Committee in its sole discretion.

5.3      General Requirement . The vesting and exercise of Awards granted to a prospective Eligible Individual are conditioned upon such individual
actually becoming an Eligible Employee, Consultant or Non-Employee Director, respectively.

ARTICLE VI
STOCK OPTIONS

6.1      Options . Stock Options may be granted alone or in addition to other Awards granted under the Plan. Each Stock Option granted under the Plan
shall be of one of two types: (a) an Incentive Stock Option or (b) a Non-Qualified Stock Option.

6.2      Grants . The Committee shall have the authority to grant to any Eligible Employee one or more Incentive Stock Options, Non-Qualified Stock
Options, or both types of Stock Options, in each case, pursuant to an Award Agreement. The Committee shall have the authority to grant any Consultant or
Non-Employee Director one or more Non-Qualified Stock Options. To the extent that any Stock Option does not qualify as an Incentive Stock Option (whether
because of its provisions or the time or manner of its exercise or otherwise), such Stock Option or the portion thereof which does not so qualify shall constitute a
separate Non-Qualified Stock Option.

6.3      Incentive Stock Options . Notwithstanding anything in the Plan to the contrary, no term of the Plan relating to Incentive Stock Options shall
be interpreted, amended or altered, nor shall any discretion or authority granted under the Plan be so exercised, so as to disqualify the Plan under Section 422 of the
Code, or, without the consent of the Participants affected, to disqualify any Incentive Stock Option under such Section 422.

6.4      Terms of Options . Options granted under the Plan shall be subject to the following terms and conditions and shall be in such form and contain
such additional terms and conditions, not inconsistent with the terms of the Plan, as the Committee shall deem desirable, including those set forth in an Award
Agreement:

(a)     Exercise Price . The exercise price per share of Common Stock subject to a Stock Option shall be determined by the Committee at the
time of grant, provided that the per share exercise price of a Stock Option shall not be less than 100% (or, in the case of an Incentive Stock Option granted to a Ten
Percent Stockholder, 110%) of the Fair Market Value of the Common Stock at the time of grant.



(b)     Stock Option Term . The term of each Stock Option shall be fixed by the Committee, provided that no Stock Option shall be exercisable
more than 10 years after the date the Option is granted; and provided further that the term of an Incentive Stock Option granted to a Ten Percent Stockholder shall
not exceed five years.

(c)     Exercisability . Unless otherwise provided by the Committee in accordance with the provisions of this Section 6.4, Stock Options
granted under the Plan shall be exercisable at such time or times and subject to such terms and conditions as shall be determined by the Committee at the time of
grant. If the Committee provides, in its discretion, that any Stock Option is exercisable subject to certain limitations (including, without limitation, that such Stock
Option is exercisable only in installments or within certain time periods), the Committee may waive such limitations on the exercisability at any time at or after the
time of grant in whole or in part (including, without limitation, waiver of the installment exercise provisions or acceleration of the time at which such Stock Option
may be exercised), based on such factors, if any, as the Committee shall determine, in its sole discretion.

(d)     Method of Exercise . Subject to whatever installment exercise and waiting period provisions apply under Section 6.4(c), to the extent
vested, Stock Options may be exercised in whole or in part at any time during the Option term, by giving written notice of exercise to the Company (or to its agent
specifically designated for such purpose) specifying the number of shares of Common Stock to be purchased (which notice may be provided in an electronic form
to the extent acceptable to the Committee and the Company). Such notice shall be accompanied by payment in full of the purchase price as follows: (i) in cash or
by check, bank draft or money order payable to the order of the Company; (ii) solely to the extent permitted by applicable law, if the Common Stock is traded on a
national securities exchange, and the Committee authorizes, through a procedure whereby the Participant delivers irrevocable instructions to a broker reasonably
acceptable to the Committee to deliver promptly to the Company shares of Common Stock with an aggregate value equal to the purchase price; (iii) by having the
Company withhold shares of Common Stock issuable upon exercise of the Stock Option; or (iv) on such other terms and conditions as may be acceptable to the
Committee (including, without limitation, with the consent of the Committee, by payment in full or in part in the form of Common Stock owned by the Participant,
based on the Fair Market Value of the Common Stock on the payment date as determined by the Committee). No shares of Common Stock shall be issued until
payment therefor, as provided herein, has been made or provided for.

(e)     Non-Transferability of Options . No Stock Option shall be Transferable by the Participant other than by will or by the laws of descent
and distribution, and all Stock Options shall be exercisable, during the Participant’s lifetime, only by the Participant. Notwithstanding the foregoing, the Committee
may determine, in its sole discretion, at the time of grant or thereafter that a Non-Qualified Stock Option that is otherwise not Transferable pursuant to this Section
is Transferable to a Family Member in whole or in part and in such circumstances, and under such conditions, as specified by the Committee. A Non-Qualified
Stock Option that is Transferred to a Family Member pursuant to the preceding sentence (i) may not be subsequently Transferred other than by will or by the laws
of descent and distribution; (ii) remains subject to the terms of the Plan and the applicable Award Agreement; and (iii) may be exercised by such Family Member.
Any shares of Common Stock acquired upon the exercise of a Non-Qualified Stock Option by a permissible transferee of a Non-Qualified Stock Option or a
permissible transferee pursuant to a Transfer after the exercise of the Non-Qualified Stock Option shall be subject to the terms of the Plan and the applicable Award
Agreement.



(f)     Termination by Death or Disability . Unless otherwise determined by the Committee at the time of grant, or if no rights of the Participant
are reduced, thereafter, if a Participant’s Termination is by reason of death or Disability, all Stock Options that are held by such Participant that are vested and
exercisable at the time of the Participant’s Termination may be exercised by the Participant (or in the case of the Participant’s death, by the legal representative of
the Participant’s estate) at any time within a period of one (1) year from the date of such Termination, but in no event beyond the expiration of the stated term of
such Stock Options; provided, however, that, in the event of a Participant’s Termination by reason of Disability, if the Participant dies within such exercise period,
all unexercised Stock Options held by such Participant shall thereafter be exercisable, to the extent to which they were exercisable at the time of death, for a period
of one (1) year from the date of such death, but in no event beyond the expiration of the stated term of such Stock Options.

(g)     Involuntary Termination Without Cause . Unless otherwise determined by the Committee at the time of grant, or if no rights of the
Participant are reduced, thereafter, if a Participant’s Termination is by involuntary termination by the Company without Cause, all Stock Options that are held by
such Participant that are vested and exercisable at the time of the Participant’s Termination may be exercised by the Participant at any time within a period of
ninety (90) days from the date of such Termination, but in no event beyond the expiration of the stated term of such Stock Options.

(h)     Voluntary Resignation . Unless otherwise determined by the Committee at the time of grant, or if no rights of the Participant are
reduced, thereafter, if a Participant’s Termination is voluntary (other than a voluntary termination described in Section 6.4(i)(y) hereof), all Stock Options that are
held by such Participant that are vested and exercisable at the time of the Participant’s Termination may be exercised by the Participant at any time within a period
of thirty (30) days from the date of such Termination, but in no event beyond the expiration of the stated term of such Stock Options.

(i)     Termination for Cause . Unless otherwise determined by the Committee at the time of grant, or if no rights of the Participant are reduced,
thereafter, if a Participant’s Termination (x) is for Cause or (y) is a voluntary Termination (as provided in Section 6.4(h)) after the occurrence of an event that
would be grounds for a Termination for Cause, all Stock Options, whether vested or not vested, that are held by such Participant shall thereupon terminate and
expire as of the date of such Termination.

(j)     Unvested Stock Options . Unless otherwise determined by the Committee at the time of grant, or if no rights of the Participant are
reduced, thereafter, Stock Options that are not vested as of the date of a Participant’s Termination for any reason shall terminate and expire as of the date of such
Termination.

(k)     Incentive Stock Option Limitations . To the extent that the aggregate Fair Market Value (determined as of the time of grant) of the
Common Stock with respect to which Incentive Stock Options are exercisable for the first time by an Eligible Employee during any



calendar year under the Plan and/or any other stock option plan of the Company, any Subsidiary or any Parent exceeds $100,000, such Options shall be treated as
Non-Qualified Stock Options. In addition, if an Eligible Employee does not remain employed by the Company, any Subsidiary or any Parent at all times from the
time an Incentive Stock Option is granted until three months prior to the date of exercise thereof (or such other period as required by applicable law), such Stock
Option shall be treated as a Non-Qualified Stock Option. Should any provision of the Plan not be necessary in order for the Stock Options to qualify as Incentive
Stock Options, or should any additional provisions be required, the Committee may amend the Plan accordingly, without the necessity of obtaining the approval of
the stockholders of the Company.

(l)     Form, Modification, Extension and Renewal of Stock Options . Subject to the terms and conditions and within the limitations of the
Plan, including those set forth in the following sentence, Stock Options shall be evidenced by such form of agreement or grant as is approved by the Committee,
and the Committee may (i) modify, extend or renew outstanding Stock Options granted under the Plan ( provided that the rights of a Participant are not reduced
without such Participant’s consent and provided , further , that such action does not subject the Stock Options to Section 409A of the Code without the consent of
the Participant), and (ii) accept the surrender of outstanding Stock Options (to the extent not theretofore exercised) and authorize the granting of new Stock Options
or other Awards in substitution therefor (to the extent not theretofore exercised). Notwithstanding the foregoing, except in connection with a corporate transaction
involving the Company in accordance with Section 4.2 (including, without limitation, any stock dividend, stock split, extraordinary cash dividend, recapitalization,
reorganization, merger, consolidation, split-up, spin-off, combination, or exchange of shares), an outstanding Stock Option may not be modified to reduce the
exercise price thereof nor may a new Stock Option at a lower price be substituted for a surrendered Stock Option, unless such action is approved by the
stockholders of the Company.

(m)     Early Exercise . The Committee may provide that a Stock Option include a provision whereby the Participant may elect at any time
before the Participant’s Termination to exercise the Stock Option as to any part or all of the shares of Common Stock subject to the Stock Option prior to the full
vesting of the Stock Option, and such shares shall be subject to the provisions of Article VII and be treated as Restricted Stock, which will remain subject to the
original vesting schedule applicable to the predecessor Stock Option. Unvested shares of Common Stock so purchased may be subject to a repurchase option in
favor of the Company or to any other restriction the Committee determines to be appropriate.

(n)     Other Terms and Conditions . The Committee may include a provision in an Award Agreement providing for the automatic exercise of a
Non-Qualified Stock Option on a cashless basis on the last day of the term of such Option if the Participant has failed to exercise the Non-Qualified Stock Option
as of such date, with respect to which the Fair Market Value of the shares of Common Stock underlying the Non-Qualified Stock Option exceeds the exercise price
of such Non-Qualified Stock Option on the date of expiration of such Option, subject to Section 13.4. Stock Options may contain such other provisions, which shall
not be inconsistent with any of the terms of the Plan, as the Committee shall deem appropriate.    The recipient of a Stock Option under this Article VI shall not be
entitled to receive, currently or on a deferred basis, dividends or dividend equivalents in respect of the number of shares of Common Stock covered by the Stock
Option. The Company will evidence each Participant’s ownership of Common Stock



issued upon exercise of a Stock Option pursuant to a designated system, such as book entries by the transfer agent; if a stock certificate for such shares of Common
Stock is issued, it will be substantially in the form set forth in Section 7.2(c).

ARTICLE VII
RESTRICTED STOCK

7.1      Awards of Restricted Stock . Shares of Restricted Stock may be issued either alone or in addition to other Awards granted under the Plan. The
Committee shall determine the Eligible Individuals, to whom, and the time or times at which, grants of Restricted Stock shall be made, the number of shares to be
awarded, the price (if any) to be paid by the Participant (subject to Section 7.2), the time or times within which such Awards may be subject to forfeiture, the
vesting schedule and rights to acceleration thereof, and all other terms and conditions of the Awards.

The Committee may condition the grant or vesting of Restricted Stock upon the attainment of specified performance targets (including, the
Performance Goals) or such other factor as the Committee may determine in its sole discretion, including to comply with the requirements of Section 162(m) of the
Code.

7.2      Awards and Certificates . If required by the Award Agreement, Eligible Individuals selected to receive Restricted Stock shall not have any
right with respect to such Award, unless and until such Participant has delivered a fully executed copy of the Award Agreement evidencing the Award to the
Company, to the extent required by the Committee, and has otherwise complied with the applicable terms and conditions of such Award. Further, such Award shall
be subject to the following conditions:

(a)     Purchase Price . The purchase price of Restricted Stock shall be fixed by the Committee. Subject to Section 4.3, the purchase price for
shares of Restricted Stock may be zero to the extent permitted by applicable law, and, to the extent not so permitted, such purchase price may not be less than par
value.

(b)     Acceptance . Awards of Restricted Stock must be accepted within a period of 60 days (or such shorter period as the Committee may
specify at grant) after the grant date, by executing a Restricted Stock Award Agreement and by paying whatever price (if any) the Committee has designated
thereunder.

(c)     Legend . The Company will evidence each Participant’s ownership of Restricted Stock pursuant to a designated system, such as book
entries by the transfer agent. If a stock certificate for such shares of Restricted Stock is issued, such certificate shall be registered in the name of such Participant,
and shall, in addition to such legends required by applicable securities laws, bear an appropriate legend referring to the terms, conditions, and restrictions applicable
to such Award, substantially in the following form:

“The anticipation, alienation, attachment, sale, transfer, assignment, pledge, encumbrance or charge of the shares of stock represented hereby
are subject to the terms and conditions (including forfeiture) of the Vistra Energy Corp. (the “ Company ”) 2016 Omnibus Incentive



Plan (the “ Plan ”) and an Agreement entered into between the registered owner and the Company dated                     . Copies of such Plan and
Agreement are on file at the principal office of the Company.”

(d)     Custody . If stock certificates are issued in respect of shares of Restricted Stock, the Committee may require that any stock certificates
evidencing such shares be held in custody by the Company until the restrictions thereon shall have lapsed, and that, as a condition of any grant of Restricted Stock,
the Participant shall have delivered a duly signed stock power or other instruments of assignment (including a power of attorney), each endorsed in blank with a
guarantee of signature if deemed necessary or appropriate by the Company, which would permit transfer to the Company of all or a portion of the shares subject to
the Restricted Stock Award in the event that such Award is forfeited in whole or part or otherwise transferred to the Company.

7.3      Restrictions and Conditions . The shares of Restricted Stock awarded pursuant to the Plan shall be subject to the following restrictions and
conditions:

(a)     Restriction Period . (i) The Participant shall not be permitted to Transfer shares of Restricted Stock awarded under the Plan during the
period or periods set by the Committee (the “ Restriction Period ”) commencing on the date of such Award, as set forth in the Restricted Stock Award Agreement
and such agreement shall set forth a vesting schedule and any event that would accelerate vesting of the shares of Restricted Stock. Within these limits, based on
service, attainment of Performance Goals pursuant to Section 7.3(a)(ii) and/or such other factors or criteria as the Committee may determine in its sole discretion,
the Committee may condition the grant or provide for the lapse of such restrictions in installments in whole or in part, or may accelerate the vesting of all or any
part of any Restricted Stock Award and/or waive the deferral limitations for all or any part of any Restricted Stock Award.

(ii)    If the grant of shares of Restricted Stock or the lapse of restrictions is based on the attainment of Performance Goals, the
Committee shall establish the objective Performance Goals and the applicable vesting percentage of the Restricted Stock applicable to each Participant or class of
Participants in writing prior to the beginning of the applicable fiscal year or at such later date as otherwise determined by the Committee and while the outcome of
the Performance Goals are substantially uncertain. Such Performance Goals may incorporate provisions for disregarding (or adjusting for) changes in accounting
methods, corporate transactions (including, without limitation, dispositions and acquisitions) and other similar type events or circumstances. With regard to a
Restricted Stock Award that is intended to comply with Section 162(m) of the Code, to the extent that any such provision would create impermissible discretion
under Section 162(m) of the Code or otherwise violate Section 162(m) of the Code, such provision shall be of no force or effect.

(b)     Rights as a Stockholder . Except as provided in Section 7.3(a) and this Section 7.3(b) or as otherwise determined by the Committee in
an Award Agreement, the Participant shall have, with respect to the shares of Restricted Stock, all of the rights of a holder of shares of Common Stock of the
Company, including, without limitation, the right to receive dividends (the payment of which may be deferred until, and conditioned upon, the expiration of the
applicable Restriction Period, as determined in the Committee’s sole discretion), the right to vote such shares and, subject to and conditioned upon the full vesting
of shares of Restricted Stock, the right to tender such shares.



(c)     Termination . Unless otherwise determined by the Committee at grant or, if no rights of the Participant are reduced, thereafter, subject to
the applicable provisions of the Award Agreement and the Plan, upon a Participant’s Termination for any reason during the relevant Restriction Period, all
Restricted Stock still subject to restriction will be forfeited in accordance with the terms and conditions established by the Committee at grant or thereafter.

(d)     Lapse of Restrictions . If and when the Restriction Period expires without a prior forfeiture of the shares of Restricted Stock, such
earned shares (and to the extent ownership of such shares is evidenced by stock certificates, the stock certificates for such shares) shall be delivered to the
Participant. All legends shall be removed from said certificates at the time of delivery to the Participant, except as otherwise required by applicable law or other
limitations imposed by the Committee.

ARTICLE VIII
PERFORMANCE AWARDS

8.1      Performance Awards . The Committee may grant a Performance Award to a Participant payable upon the attainment of specific Performance
Goals. The Committee may grant Performance Awards that are intended to qualify as “performance-based compensation” under Section 162(m) of the Code, as
well as Performance Awards that are not intended to qualify as “performance-based compensation” under Section 162(m) of the Code. If the Performance Award is
payable in shares of Restricted Stock, such shares shall be transferable to the Participant only upon attainment of the relevant Performance Goal in accordance with
Article VII. If the Performance Award is payable in cash, it may be paid upon the attainment of the relevant Performance Goals either in cash or in shares of
Restricted Stock (based on the then current Fair Market Value of such shares), as determined by the Committee, in its sole and absolute discretion. Each
Performance Award shall be evidenced by an Award Agreement in such form that is not inconsistent with the Plan and that the Committee may from time to time
approve. With respect to Performance Awards that are intended to qualify as “performance-based compensation” under Section 162(m) of the Code, the Committee
shall condition the right to payment of any Performance Award upon the attainment of objective Performance Goals established pursuant to Section 8.2(c).

8.2      Terms and Conditions . Performance Awards awarded pursuant to this Article VIII shall be subject to the following terms and conditions:

(a)     Earning of Performance Award . At the expiration of the applicable Performance Period, the Committee shall determine the extent to
which the Performance Goals established pursuant to Section 8.2(c) are achieved and the percentage of each Performance Award that has been earned.

(b)     Non-Transferability . Subject to the applicable provisions of the Award Agreement and the Plan, Performance Awards may not be
Transferred during the Performance Period.



(c)     Objective Performance Goals, Formulae or Standards . With respect to Performance Awards that are intended to qualify as
“performance-based compensation” under Section 162(m) of the Code, the Committee shall establish the objective Performance Goals for the earning of
Performance Awards based on a Performance Period applicable to each Participant or class of Participants in writing prior to the beginning of the applicable
Performance Period or at such later date as permitted under Section 162(m) of the Code and while the outcome of the Performance Goals are substantially
uncertain. Such Performance Goals may incorporate, if and only to the extent permitted under Section 162(m) of the Code, provisions for disregarding (or adjusting
for) changes in accounting methods, corporate transactions (including, without limitation, dispositions and acquisitions) and other similar type events or
circumstances. To the extent that any such provision would create impermissible discretion under Section 162(m) of the Code or otherwise violate Section 162(m)
of the Code, such provision shall be of no force or effect, with respect to Performance Awards that are intended to qualify as “performance-based compensation”
under Section 162(m) of the Code.

(d)     Dividends . To the extent determined by the Committee, Participants shall be entitled to receive an amount equal to the dividends paid
on the number of shares of Common Stock covered by the Performance Award; provided that the Committee may, in its sole discretion, provide for either of the
following at the time of grant: (i) dividends or dividend equivalents will be paid as accrued but will be subject to the same vesting terms and conditions as the
underlying Performance Award; or (ii) payment of dividends or dividend equivalents shall be deferred until, and conditioned upon, settlement of the underlying
Performance Award.

(e)     Payment . Following the Committee’s determination in accordance with Section 8.2(a), the Company shall settle Performance Awards,
in such form (including, without limitation, in shares of Common Stock or in cash) as determined by the Committee, in an amount equal to such Participant’s
earned Performance Awards. Notwithstanding the foregoing, the Committee may, in its sole discretion, award an amount less than the earned Performance Awards
and/or subject the payment of all or part of any Performance Award to additional vesting, forfeiture and deferral conditions as it deems appropriate.

(f)     Termination . Subject to the applicable provisions of the Award Agreement and the Plan, upon a Participant’s Termination for any
reason during the Performance Period for a given Performance Award, the Performance Award in question will vest or be forfeited in accordance with the terms
and conditions established by the Committee at grant.

(g)     Accelerated Vesting . Based on service, performance and/or such other factors or criteria, if any, as the Committee may determine, the
Committee may, at or after grant, accelerate the vesting of all or any part of any Performance Award.

ARTICLE IX
OTHER STOCK-BASED AND CASH-BASED AWARDS

9.1      Other Stock-Based Awards . The Committee is authorized to grant to Eligible Individuals Other Stock-Based Awards that are payable in,
valued in whole or in part by reference to, or otherwise based on or related to shares of Common Stock, including but not limited to, shares of Common Stock
awarded purely as a bonus and not subject to restrictions or conditions,



shares of Common Stock in payment of the amounts due under an incentive or performance plan sponsored or maintained by the Company or an Affiliate, stock
equivalent units, restricted stock units, and Awards valued by reference to book value of shares of Common Stock. Other Stock-Based Awards may be granted
either alone or in addition to or in tandem with other Awards granted under the Plan.

Subject to the provisions of the Plan, the Committee shall have authority to determine the Eligible Individuals, to whom, and the time or times at
which, such Awards shall be made, the number of shares of Common Stock to be awarded pursuant to such Awards, and all other conditions of the Awards. The
Committee may also provide for the grant of Common Stock under such Awards upon the completion of a specified Performance Period.

The Committee may condition the grant or vesting of Other Stock-Based Awards upon the attainment of specified Performance Goals as the
Committee may determine, in its sole discretion; provided that to the extent that such Other Stock-Based Awards are intended to comply with Section 162(m) of
the Code, the Committee shall establish the objective Performance Goals for the grant or vesting of such Other Stock-Based Awards based on a Performance Period
applicable to each Participant or class of Participants in writing prior to the beginning of the applicable Performance Period or at such later date as permitted under
Section 162(m) of the Code and while the outcome of the Performance Goals are substantially uncertain. Such Performance Goals may incorporate, if and only to
the extent permitted under Section 162(m) of the Code, provisions for disregarding (or adjusting for) changes in accounting methods, corporate transactions
(including, without limitation, dispositions and acquisitions) and other similar type events or circumstances. To the extent that any such provision would create
impermissible discretion under Section 162(m) of the Code or otherwise violate Section 162(m) of the Code, such provision shall be of no force or effect, with
respect to Performance Awards that are intended to qualify as “performance-based compensation” under Section 162(m) of the Code.

9.2      Terms and Conditions . Other Stock-Based Awards made pursuant to this Article IX shall be subject to the following terms and conditions:

(a)     Non-Transferability . Subject to the applicable provisions of the Award Agreement and the Plan, shares of Common Stock subject to
Awards made under this Article IX may not be Transferred prior to the date on which the shares are issued, or, if later, the date on which any applicable restriction,
performance or deferral period lapses.

(b)     Dividends . To the extent determined by the Committee, Participants shall be entitled to receive an amount equal to the dividends paid
on the number of shares of Common Stock covered by Awards made under this Article IX; provided that the Committee may, in its sole discretion, provide for
either of the following at the time of grant: (i) dividends or dividend equivalents will be paid as accrued but will be subject to the same vesting terms and conditions
as the underlying Award; or (ii) payment of dividends or dividend equivalents shall be deferred until, and conditioned upon, settlement of the underlying Award.

(c)     Vesting . Any Award under this Article IX and any Common Stock covered by any such Award shall vest or be forfeited to the extent so
provided in the Award Agreement, as determined by the Committee, in its sole discretion.



(d)     Price . Common Stock issued on a bonus basis under this Article IX may be issued for no cash consideration. Common Stock purchased
pursuant to a purchase right awarded under this Article IX shall be priced, as determined by the Committee in its sole discretion.

9.3      Other Cash-Based Awards . The Committee may from time to time grant Other Cash-Based Awards to Eligible Individuals in such amounts,
on such terms and conditions, and for such consideration, including no consideration or such minimum consideration as may be required by applicable law, as it
shall determine in its sole discretion. Other Cash-Based Awards may be granted subject to the satisfaction of vesting conditions or may be awarded purely as a
bonus and not subject to restrictions or conditions, and if subject to vesting conditions, the Committee may accelerate the vesting of such Awards at any time in its
sole discretion. The grant of an Other Cash-Based Award shall not require a segregation of any of the Company’s assets for satisfaction of the Company’s payment
obligation thereunder.

ARTICLE X
CHANGE IN CONTROL PROVISIONS

10.1      Benefits . In the event of a Change in Control of the Company (as defined below), and except as otherwise provided by the Committee in an
Award Agreement, a Participant’s unvested Awards shall not vest automatically and a Participant’s Awards shall be treated in accordance with one or more of the
following methods as determined by the Committee:

(a)    Awards, whether or not then vested, shall be continued, assumed, or have new rights substituted therefor, as determined by the
Committee in a manner consistent with the requirements of Section 409A of the Code, and restrictions to which shares of Restricted Stock or any other Award
granted prior to the Change in Control are subject shall not lapse upon a Change in Control and the Restricted Stock or other Award shall, where appropriate in the
sole discretion of the Committee, receive the same distribution as other Common Stock on such terms as determined by the Committee; provided that the
Committee may decide to award additional Restricted Stock or other Awards in lieu of any cash distribution. Notwithstanding anything to the contrary herein, for
purposes of Incentive Stock Options, any assumed or substituted Stock Option shall comply with the requirements of Treasury Regulation Section 1.424-1 (and any
amendment thereto).

(b)    The Committee, in its sole discretion, may provide for the purchase of any Awards by the Company or an Affiliate for an amount of cash
equal to the excess (if any) of the Change in Control Price (as defined below) of the shares of Common Stock covered by such Awards, over the aggregate exercise
price of such Awards. For purposes hereof, “ Change in Control Price ” shall mean the highest price per share of Common Stock paid in any transaction related to a
Change in Control of the Company.

(c)    The Committee may, in its sole discretion, terminate all outstanding and unexercised Stock Options or any Other Stock-Based Award
that provides for a Participant elected exercise, effective as of the date of the Change in Control, by delivering notice of termination to each Participant at least
twenty (20) days prior to the date of consummation of the Change in Control, in which case during the period from the date on which such notice of termination is
delivered to the consummation of the Change in Control, each such Participant shall



have the right to exercise in full all of such Participant’s Awards that are then outstanding (without regard to any limitations on exercisability otherwise contained
in the Award Agreements), but any such exercise shall be contingent on the occurrence of the Change in Control, and, provided that, if the Change in Control does
not take place within a specified period after giving such notice for any reason whatsoever, the notice and exercise pursuant thereto shall be null and void.

(d)    The Committee may, in its sole discretion, make any other determination as to the treatment of Awards in connection with such Change
in Control as the Committee may determine. Any escrow, holdback, earnout or similar provisions in the definitive agreement(s) relating to such transaction may
apply to any payment to the holders of Awards to the same extent and in the same manner as such provisions apply to the holders of shares of Common Stock.

Notwithstanding any other provision herein to the contrary, the Committee may, in its sole discretion, provide for accelerated vesting or lapse of restrictions, of an
Award at any time.

10.2      Change in Control . Unless otherwise determined by the Committee in the applicable Award Agreement or other written agreement with a
Participant approved by the Committee, a “Change in Control” shall be deemed to occur if:

(a)    any “person,” as such term is used in Sections 13(d) and 14(d) of the Exchange Act (other than the Company, any trustee or other
fiduciary holding securities under any employee benefit plan of the Company, or any company owned, directly or indirectly, by the stockholders of the Company in
substantially the same proportions as their ownership of Common Stock of the Company), becoming the beneficial owner (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of securities of the Company representing 50% or more of the combined voting power of the Company’s then outstanding
securities;

(b)    during any period of 24 consecutive calendar months, individuals who were directors of the Company on the first day of such period (the
“ Incumbent Directors ”) cease for any reason to constitute a majority of the Board; provided , however , that any individual becoming a director subsequent to the
first day of such period whose election, or nomination for election, by the Company’s stockholders was approved by a vote of at least two-thirds of the Incumbent
Directors will be considered as though such individual were an Incumbent Director, but excluding, for purposes of this proviso, any such individual whose initial
assumption of office occurs as a result of an actual or threatened proxy contest with respect to election or removal of directors or other actual or threatened
solicitation of proxies or consents by or on behalf of a “person” (as used in Section 13(d) of the Exchange Act), in each case, other than the Board, which
individual, for the avoidance of doubt, shall not be deemed to be an Incumbent Director for purposes of this Section 10.2(b), regardless of whether such individual
was approved by a vote of at least two-thirds of the Incumbent Directors;

(c)    consummation of a reorganization, merger, consolidation or other business combination (any of the foregoing, a “ Business Combination
”) of the Company or any direct or indirect subsidiary of the Company with any other corporation, in any case with respect to which the Company voting securities
outstanding immediately prior to such Business Combination do not, immediately following such Business Combination, continue to represent (either by



remaining outstanding or being converted into voting securities of the Company or any ultimate parent thereof) more than 50% of the then outstanding voting
securities entitled to vote generally in the election of directors of the Company (or its successor) or any ultimate parent thereof after the Business Combination; or

(d)    a complete liquidation or dissolution of the Company or the consummation of a sale or disposition by the Company of all or substantially
all of the Company’s assets other than the sale or disposition of all or substantially all of the assets of the Company to a person or persons who beneficially own,
directly or indirectly, 50% or more of the combined voting power of the outstanding voting securities of the Company at the time of the sale.

Notwithstanding the foregoing, with respect to any Award that is characterized as “nonqualified deferred compensation” within the meaning of Section 409A of the
Code, an event shall not be considered to be a Change in Control under the Plan for purposes of payment of such Award unless such event is also a “change in
ownership,” a “change in effective control” or a “change in the ownership of a substantial portion of the assets” of the Company within the meaning of Section
409A of the Code.

ARTICLE XI
TERMINATION OR AMENDMENT OF PLAN

Notwithstanding any other provision of the Plan, the Board may at any time, and from time to time, amend, in whole or in part, any or all of the
provisions of the Plan (including any amendment deemed necessary to ensure that the Company may comply with any regulatory requirement referred to in Article
XIII or Section 409A of the Code), or suspend or terminate it entirely, retroactively or otherwise, and the Committee may amend the Plan to the extent such
amendment is (i) ministerial or administrative in nature and does not result in a material change to the cost of the Plan or (ii) required by law. Notwithstanding
anything in the preceding sentence to the contrary, unless otherwise required by law or specifically provided herein, the rights of a Participant, with respect to
Awards granted prior to any amendment (whether by the Board or the Committee), suspension or termination, may not be impaired without the consent of such
Participant. Notwithstanding anything herein to the contrary, the Board may amend the Plan or any Award Agreement at any time without a Participant’s consent to
comply with applicable law, including Section 409A of the Code. The Committee may amend the terms of any Award theretofore granted, prospectively or
retroactively, but, subject to Article IV or as otherwise specifically provided herein, no such amendment or other action by the Committee shall impair the rights of
any holder without the holder’s consent.

ARTICLE XII
UNFUNDED STATUS OF PLAN

The Plan is intended to constitute an “unfunded” plan for incentive and deferred compensation. With respect to any payment as to which a Participant
has a fixed and vested interest but which are not yet made to a Participant by the Company, nothing contained herein shall give any such Participant any right that
is greater than those of a general unsecured creditor of the Company.



ARTICLE XIII
GENERAL PROVISIONS

13.1      Legend . The Committee may require each person receiving shares of Common Stock pursuant to a Stock Option or other Award under the
Plan to represent to and agree with the Company in writing that the Participant is acquiring the shares without a view to distribution thereof. In addition to any
legend required by the Plan, the certificates for such shares (if any) may include any legend that the Committee deems appropriate to reflect any restrictions on
Transfer. All certificates for shares of Common Stock (to the extent such shares are certificated) delivered under the Plan shall be subject to such stop transfer
orders and other restrictions as the Committee may deem advisable under the rules, regulations and other requirements of the Securities and Exchange Commission,
any stock exchange upon which the Common Stock is then listed or any national securities exchange system or over-the-counter market upon whose system the
Common Stock is then quoted, any applicable federal or state securities law, and any applicable corporate law, and the Committee may cause a legend or legends to
be put on any such certificates to make appropriate reference to such restrictions.

13.2      Other Plans . Nothing contained in the Plan shall prevent the Board from adopting other or additional compensation arrangements, subject to
stockholder approval if such approval is required, and such arrangements may be either generally applicable or applicable only in specific cases.

13.3      No Right to Employment/Directorship/Consultancy . Neither the Plan nor the grant of any Option or other Award hereunder shall give any
Participant or other employee, Consultant or Non-Employee Director any right with respect to continuance of employment, consultancy or directorship by the
Company or any Affiliate, nor shall the Plan nor the grant of any Option or other Award hereunder limit in any way the right of the Company or any Affiliate by
which an employee is employed or a Consultant or Non-Employee Director is retained to terminate such employment, consultancy or directorship at any time.

13.4      Withholding of Taxes . The Company shall have the right to deduct from any payment to be made pursuant to the Plan, or to otherwise
require, prior to the issuance or delivery of shares of Common Stock or the payment of any cash hereunder, payment by the Participant of, any federal, state or local
taxes required by law to be withheld. Upon the vesting of Restricted Stock (or other Award that is taxable upon vesting), or upon making an election under Section
83(b) of the Code, a Participant shall pay all required withholding to the Company. Any minimum statutorily required withholding obligation with regard to any
Participant may be satisfied, subject to the consent of the Committee, by reducing the number of shares of Common Stock otherwise deliverable or by delivering
shares of Common Stock already owned. Any fraction of a share of Common Stock required to satisfy such tax obligations shall be disregarded and the amount due
in respect of such fraction of a share shall be paid instead in cash by the Participant.

13.5      No Assignment of Benefits . No Award or other benefit payable under the Plan shall, except as otherwise specifically provided by law or
permitted by the Committee, be Transferable in any manner, and any attempt to Transfer any such benefit shall be void, and any such benefit shall not in any
manner be liable for or subject to the debts, contracts, liabilities, engagements or torts of any person who shall be entitled to such benefit, nor shall it be subject to
attachment or legal process for or against such person.



13.6      Listing and Other Conditions .

(a)    Unless otherwise determined by the Committee, as long as the Common Stock is listed on a national securities exchange, system
sponsored by a national securities association or recognized over-the-counter market, the issuance of shares of Common Stock pursuant to an Award shall be
conditioned upon such shares being listed on such exchange, system or market. The Company shall have no obligation to issue such shares unless and until such
shares are so listed, and the right to exercise any Option or other Award with respect to such shares shall be suspended until such listing has been effected.

(b)    If at any time counsel to the Company shall be of the opinion that any sale or delivery of shares of Common Stock pursuant to an Option
or other Award is or may in the circumstances be unlawful or result in the imposition of excise taxes on the Company under the statutes, rules or regulations of any
applicable jurisdiction, the Company shall have no obligation to make such sale or delivery, or to make any application or to effect or to maintain any qualification
or registration under the Securities Act or otherwise, with respect to shares of Common Stock or Awards, and the right to exercise any Option or other Award shall
be suspended until, in the opinion of said counsel, such sale or delivery shall be lawful or will not result in the imposition of excise taxes on the Company.

(c)    Upon termination of any period of suspension under this Section 13.6, any Award affected by such suspension which shall not then have
expired or terminated shall be reinstated as to all shares available before such suspension and as to shares which would otherwise have become available during the
period of such suspension, but no such suspension shall extend the term of any Award.

(d)    A Participant shall be required to supply the Company with certificates, representations and information that the Company requests and
otherwise cooperate with the Company in obtaining any listing, registration, qualification, exemption, consent or approval the Company deems necessary or
appropriate.

13.7      Other Requirements . Notwithstanding anything herein to the contrary, as a condition to the receipt of shares of Common Stock pursuant to
an Award under the Plan, to the extent required by the Committee, the Participant shall execute and deliver documentation that shall set forth certain restrictions on
transferability of the shares of Common Stock acquired upon exercise or purchase, and such other terms as the Committee shall from time to time establish.

13.8      Governing Law . The Plan and actions taken in connection herewith shall be governed and construed in accordance with the laws of the State
of Delaware (regardless of the law that might otherwise govern under applicable Delaware principles of conflict of laws).

13.9      Jurisdiction; Waiver of Jury Trial . Any suit, action or proceeding with respect to the Plan or any Award Agreement, or any judgment
entered by any court of competent jurisdiction in respect of any thereof, shall be resolved only in the courts of the State of Delaware or the United States District
Court for the District of Delaware and the appellate courts having



jurisdiction of appeals in such courts. In that context, and without limiting the generality of the foregoing, the Company and each Participant shall irrevocably and
unconditionally (a) submit in any proceeding relating to the Plan or any Award Agreement, or for the recognition and enforcement of any judgment in respect
thereof (a “ Proceeding ”), to the exclusive jurisdiction of the courts of the State of Delaware, the court of the United States of America for the District of Delaware,
and appellate courts having jurisdiction of appeals from any of the foregoing, and agree that all claims in respect of any such Proceeding shall be heard and
determined in such Delaware State court or, to the extent permitted by law, in such federal court, (b) consent that any such Proceeding may and shall be brought in
such courts and waives any objection that the Company and each Participant may now or thereafter have to the venue or jurisdiction of any such Proceeding in any
such court or that such Proceeding was brought in an inconvenient court and agree not to plead or claim the same, (c) waive all right to trial by jury in any
Proceeding (whether based on contract, tort or otherwise) arising out of or relating to the Plan or any Award Agreement, (d) agree that service of process in any
such Proceeding may be effected by mailing a copy of such process by registered or certified mail (or any substantially similar form of mail), postage prepaid, to
such party, in the case of a Participant, at the Participant’s address shown in the books and records of the Company or, in the case of the Company, at the
Company’s principal offices, attention General Counsel, and (e) agree that nothing in the Plan shall affect the right to effect service of process in any other manner
permitted by the laws of the State of Delaware.

13.10      Construction . Wherever any words are used in the Plan or an Award Agreement in the masculine gender they shall be construed as though
they were also used in the feminine gender in all cases where they would so apply, and wherever words are used herein in the singular form they shall be construed
as though they were also used in the plural form in all cases where they would so apply.

13.11      Other Benefits . No Award granted or paid out under the Plan shall be deemed compensation for purposes of computing benefits under any
retirement plan of the Company or its Affiliates nor affect any benefit under any other benefit plan now or subsequently in effect under which the availability or
amount of benefits is related to the level of compensation.

13.12      Costs . The Company shall bear all expenses associated with administering the Plan, including expenses of issuing Common Stock pursuant
to Awards hereunder.

13.13      No Right to Same Benefits . The provisions of Awards need not be the same with respect to each Participant, and such Awards to individual
Participants need not be the same in subsequent years.

13.14      Death/Disability . The Committee may in its discretion require the transferee of a Participant to supply it with written notice of the
Participant’s death or Disability and to supply it with a copy of the will (in the case of the Participant’s death) or such other evidence as the Committee deems
necessary to establish the validity of the transfer of an Award. The Committee may also require that the agreement of the transferee to be bound by all of the terms
and conditions of the Plan and the applicable Award Agreement.

13.15      Section 16(b) of the Exchange Act . All elections and transactions under the Plan by persons subject to Section 16 of the Exchange Act
involving shares of Common Stock are



intended to comply with any applicable exemptive condition under Rule 16b-3. The Committee may establish and adopt written administrative guidelines, designed
to facilitate compliance with Section 16(b) of the Exchange Act, as it may deem necessary or proper for the administration and operation of the Plan and the
transaction of business thereunder.

13.16      Section 409A of the Code . The Plan is intended to comply with the applicable requirements of Section 409A of the Code and shall be
limited, construed and interpreted in accordance with such intent. To the extent that any Award is subject to Section 409A of the Code, it shall be paid in a manner
that will comply with Section 409A of the Code, including proposed, temporary or final regulations or any other guidance issued by the Secretary of the Treasury
and the Internal Revenue Service with respect thereto. Notwithstanding anything herein to the contrary, any provision in the Plan that is inconsistent with Section
409A of the Code shall be deemed to be amended to comply with Section 409A of the Code and to the extent such provision cannot be amended to comply
therewith, such provision shall be null and void. The Company shall have no liability to a Participant, or any other party, if an Award that is intended to be exempt
from, or compliant with, Section 409A of the Code is not so exempt or compliant or for any action taken by the Committee or the Company and, in the event that
any amount or benefit under the Plan becomes subject to penalties under Section 409A of the Code, responsibility for payment of such penalties shall rest solely
with the affected Participants and not with the Company. Notwithstanding any contrary provision in the Plan or Award Agreement, any payment(s) of
“nonqualified deferred compensation” (within the meaning of Section 409A of the Code) that are otherwise required to be made under the Plan to a “specified
employee” (as defined under Section 409A of the Code) as a result of such employee’s separation from service (other than a payment that is not subject to Section
409A of the Code) shall be delayed for the first six (6) months following such separation from service (or, if earlier, the date of death of the specified employee)
and shall instead be paid (in a manner set forth in the Award Agreement) upon expiration of such delay period.

13.17      Successors and Assigns . The Plan and any applicable Award Agreement(s) shall be binding on all successors and permitted assigns of a
Participant, including, without limitation, the estate of such Participant and the executor, administrator or trustee of such estate.

13.18      Severability of Provisions . If any provision of the Plan or any Award Agreement shall be held invalid or unenforceable, such invalidity or
unenforceability shall not affect any other provisions hereof, and the Plan and/or Award Agreement shall be construed and enforced as if such provisions had not
been included.

13.19      Payments to Minors, Etc . Any benefit payable to or for the benefit of a minor, an incompetent person or other person incapable of receipt
thereof shall be deemed paid when paid to such person’s guardian or to the party providing or reasonably appearing to provide for the care of such person, and such
payment shall fully discharge the Committee, the Board, the Company, its Affiliates and their officers, directors/managers, employees, agents and representatives
with respect thereto.

13.20      Lock-Up Agreement . As a condition to the grant of an Award, if requested by the Company and the lead underwriter of any public offering
of Common Stock (the “ Lead Underwriter ” ),
a Participant shall irrevocably agree not to sell, contract to sell, grant any option to



purchase, transfer the economic risk of ownership in, make any short sale of, pledge or otherwise transfer or dispose of, any interest in any Common Stock or any
securities convertible into, derivative of, or exchangeable or exercisable for, or any other rights to purchase or acquire Common Stock (except Common Stock
included in such public offering or acquired on the public market after such offering) during such period of time following the effective date of a registration
statement of the Company filed under the Securities Act that the Lead Underwriter shall specify (the “ Lock -Up Period ”). The Participant shall further agree to
sign such documents as may be requested by the Lead Underwriter to effect the foregoing and agree that the Company may impose stop-transfer instructions with
respect to Common Stock acquired pursuant to an Award until the end of such Lock-Up Period.

13.21      Headings and Captions . The headings and captions herein are provided for reference and convenience only, shall not be considered part of
the Plan, and shall not be employed in the construction of the Plan.

13.22      Section 162(m) of the Code . Notwithstanding any other provision of the Plan to the contrary, the provisions of the Plan requiring
compliance with Section 162(m) of the Code shall not apply to Awards granted under the Plan that are not intended to qualify as “performance-based
compensation” under Section 162(m) of the Code.

13.23      Company Recoupment of Awards . A Participant’s rights with respect to any Award hereunder shall in all events be subject to (i) any right
that the Company may have under any Company recoupment policy or other agreement or arrangement with a Participant, or (ii) any right or obligation that the
Company may have regarding the clawback of “incentive-based compensation” under Section 10D of the Exchange Act and any applicable rules and regulations
promulgated thereunder from time to time by the U.S. Securities and Exchange Commission.

ARTICLE XIV
EFFECTIVE DATE OF PLAN

The Plan became effective on October 3, 2016.

ARTICLE XV
TERM OF PLAN

No Award shall be granted pursuant to the Plan on or after the tenth anniversary of the earlier of the date that the Plan is adopted or the date of
stockholder approval, but Awards granted prior to such tenth anniversary may extend beyond that date; provided that no Award (other than a Stock Option) that is
intended to be “performance-based compensation” under Section 162(m) of the Code shall be granted on or after the fifth anniversary of the stockholder approval
of the Plan unless the Performance Goals are re-approved (or other designated Performance Goals are approved) by the stockholders no later than the first
stockholder meeting that occurs in the fifth year following the year in which stockholders approve the Performance Goals. For purposes of the Plan, approval by the
bankruptcy court shall serve as stockholder approval, unless otherwise prohibited by law.



ARTICLE XVI
NAME OF PLAN

The Plan shall be known as the “Vistra Energy Corp. 2016 Omnibus Incentive Plan.”



EXHIBIT A

PERFORMANCE GOALS

To the extent permitted under Section 162(m) of the Code, performance goals established for purposes of Awards intended to be “performance-based
compensation” under Section 162(m) of the Code, shall be based on the attainment of certain target levels of, or a specified increase or decrease (as applicable) in
one or more of the following:
 

 •  Non-GAAP performance measures included in any of the Company’s SEC filings;
 

 
•  Line items on the Company’s income statement, including but not limited to net interest income, total other income, total costs and expenses, income

before taxes, net income and/or earnings per share;
 

 
•  Line items on the Company’s balance sheet, including but not limited to debt or other similar financial obligations of the Company, which may be

calculated net of cash balances and/or other offsets and adjustments as may be established by the Committee in its sole discretion;
 

 
•  Line items on the Company’s statement of cash flows, including but not limited to net cash provided in (used by) operating activities, investing

activities, and/or financing activities;
 

 •  Market share;
 

 
•  Operational metrics, including but not limited to generation performance, customer churn, residential ending customer count, customer satisfaction,

average days sales outstanding, energizing events issues/success, customer complaints/success, systems availability and downtime, contribution
margin, and safety and environmental improvements;

 

 •  Financial ratios, including but not limited to operating margin, return on equity, return on assets, and/or return on invested capital; or
 

 
•  Total shareholder return, the fair market value of a share of Common Stock, or the growth in value of an investment in the Common Stock assuming

the reinvestment of dividends.

With respect to Awards that are intended to qualify as “performance-based compensation” under Section 162(m) of the Code, to the extent permitted
under Section 162(m) of the Code, the Committee may, in its sole discretion, also exclude, or adjust to reflect, the impact of an event or occurrence that the
Committee determines should be appropriately excluded or adjusted, including:

(a)    restructurings, discontinued operations, extraordinary items or events, and other unusual or non-recurring charges as described in
Accounting Standards Codification 225-20, “Extraordinary and Unusual Items,” and/or management’s discussion and analysis of financial condition and results of
operations appearing or incorporated by reference in the Company’s Form 10-K for the applicable year;

(b)    an event either not directly related to the operations of the Company or not within the reasonable control of the Company’s management;



(c)    a change in tax law or accounting standards required by generally accepted accounting principles; or

(d)    a decision to accelerate or defer capital expenditures or expenses contrary to the timing reflected in the Company’s annual financial plan.

Performance goals may also be based upon individual participant performance goals, as determined by the Committee, in its sole discretion. In
addition, Awards that are not intended to qualify as “performance-based compensation” under Section 162(m) of the Code may be based on the performance goals
set forth herein or on such other performance goals as determined by the Committee in its sole discretion or without regard to any performance goals.

In addition, such performance goals may be based upon the attainment of specified levels of Company (or subsidiary, division, other operational unit,
administrative department or product category of the Company) performance under one or more of the measures described above relative to the performance of one
or more other companies or one or more groups of companies (e.g. an index). With respect to Awards that are intended to qualify as “performance-based
compensation” under Section 162(m) of the Code, to the extent permitted under Section 162(m) of the Code, but only to the extent permitted under Section 162(m)
of the Code (including, without limitation, compliance with any requirements for stockholder approval), the Committee may also:

(a)    designate additional business criteria on which the performance goals may be based; or

(b)    adjust, modify or amend the aforementioned business criteria.
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VISTRA ENERGY CORP. EXECUTIVE ANNUAL INCENTIVE PLAN

 
Article I. Purpose .

The Vistra Energy Corp. Executive Annual Incentive Plan (the “Plan”) is approved effective as of October 3, 2016. The Plan, as herein amended, supersedes
and replaces all other Plan documents. The Plan provides for annual bonus incentive award opportunities for eligible Participants payable in cash. This Plan, as
herein amended, supersedes and replaces all other Plan documents.

The principal purposes of the Plan are to attract, motivate and retain key employees; to align the interests of Participants, Participating Employers and
Company shareholders by rewarding performance that satisfies established performance goals; to motivate Participant behaviors that drive successful results at the
corporate, business unit and individual levels; and to support collaboration across essential organizational interfaces.

 
Article II. Definitions .

When used in the Plan, the following terms shall have the meanings set forth below:

(a)     “ Additional Persons ” means such other individuals who are not Executive Officers under the Plan, but who are senior officers and key employees
identified by the O&C Committee, in consultation with the Company’s Chief Executive Officer.

(b)    “ Aggregate Incentive Pool ” means the amount equal to the Target Incentive Pool multiplied by the Weighted Funding Percentage.

(c)     “ Award ” means the amount payable to a Participant under this Plan for any Plan Year, as determined in accordance with the terms of the Plan.

(e)    “ Base Salary ” means the annualized base salary designated for the Participant in the applicable payroll records of the Participating Employer, prior to
any deferrals, and excluding any overtime pay, bonuses, incentive compensation, expense reimbursements and fringe benefits of any kind for the applicable Plan
Year.

(f)    “ Business Unit ” means, individually, or “Business Units” means, collectively, the “TXU Energy”, “Luminant” and “Corporate Services” business
units of the Company, which are the participating Employers in this Plan.

(g)    “ Company ” means Energy Future Holdings Corp., and its successors and assigns. With respect to a particular Participant, Company means such
Participant’s employer.

(h)    “ Disability” or “Disabled ” means disability as determined under the Vistra Energy Corp. Long-Term Disability Income Plan, or any successor plan
covering Participants.

(i)    “ Executive Officers ” means the Company’s Chief Executive Officer and other Executive Officers, as defined under the charter of the O&C
Committee.
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(j)     “ Financial Performance Criteria ” means various measures of financial performance of the Company established by the O&C Committee for the Plan
Year.

(k)    “ Financial Performance Funding Percentage ” means a percentage used to calculate the Aggregate Incentive Pool established by the O&C Committee
based on the performance of the Company against the Financial Performance Criteria established for the particular Plan Year.

(l)    “ Individual Performance Modifier ” means individual Participant performance approved by the SPC or O&C Committee (with respect to Executive
Officers and Additional Persons) and used in determining a Participant’s Award.

(m)    “ O&C Committee ” means the Organization and Compensation Committee of the Board of Directors of the Company.

(n)    “ Operational Metrics ” means non-financial objectives established by each Business Unit that are critical to the function and success of the business.

(o)    “ Operational Metrics Funding Percentage ” means a percentage used to calculate Aggregate Incentive Pool established by the O&C Committee based
on the accomplishment of Operational Metrics for the particular Plan Year.

(p)    “ Participant ” means an individual who is an officer of a Participating Employer having a title of vice president or above and who is employed by the
Company for a period of three full months during the Plan Year.

(q)    “ Participating Employer ” means, the Company and each of the Business Units. Additional Participating Employers may be added with the approval of
the O&C Committee, and participation in the Plan by any such additional Participating Employers will commence as of the effective date designated by the O&C
Committee.

(r)    “ Plan ” means this Vistra Energy Corp. Executive Annual Incentive Plan.

(s)    “ Plan Year ” means the twelve (12) month period beginning January 1 and ending December 31.

(t)    “ Retirement ” means retirement from active employment with the Company upon attaining at least age 55 and completing at least 16 years of service
with the Company and any of its subsidiaries or attainment of age 65.

(u)    “ SPC ” means the group of executive officers of the Company referred to internally as the Strategy & Policy Committee.

(v)    “ Target Award ” means an Award level of an individual Participant, expressed as a percentage of the Participant’s Base Salary. The Target Award
shall be used in calculating an individual’s actual Award for a Plan year.
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(w)    “ Target Incentive Pool ” means the amount equal to the aggregate of the Target Awards for all Participants, or a selected group of Participants, as the
context may require.

(x)    “ Weighted Funding Percentage ” means the percentage that is the sum of the Financial Performance Funding Percentage and the Operational Metrics
Funding Percentage.

 
Article III. Eligibility and Participation .

All individuals who, as of the first day of a Plan Year, meet the definition of a Participant hereunder, shall be eligible to participate in this Plan for such Plan
Year. Awards, if any, for individuals who become Participants during the Plan Year or whose participation in this Plan is terminated during the Plan Year, shall be
determined under, and in accordance with, Article VIII hereof.    Participation in this Plan for any Plan Year shall not entitle an individual to future participation.

 
Article IV. Establishment of Performance Goals .

For each Plan Year, the O&C Committee establishes (i) the Financial Performance Criteria, (ii) the Operational Metrics, and (iii) the Target Incentive Pool.
Such determinations by the O&C Committee shall be made at such times and shall be based on such criteria as the O&C Committee shall determine, respectively,
in their sole discretion. The O&C Committee shall have full authority and discretion, for any particular Plan Year, to modify any of its determinations hereunder,
with respect to all Participants or any individual Participant, including determinations which affect the calculation or amount of Awards, in order to take into
consideration other benefit programs and/or extraordinary events affecting the financial results of the Company or a Business Unit. Once determined, or modified,
such determinations shall be communicated to the affected Participants in such form and manner as the O&C Committee determines to be appropriate.

 
Article V. Establishment of Awards .

After the end of the Plan Year, the O&C Committee shall determine the Financial Performance Funding Percentage and the Operational Metrics Funding
Percentage for each Plan Year. The O&C Committee shall further determine the Weighted Funding Percentage and the resulting Aggregate Incentive Pool for the
Plan Year.

 
Article VI. Application of Individual Performance Modifier and Determination of Individual Participant Awards.
 

A. Individual Participant Awards .

The SPC shall determine each Participant’s Award, other than for Executive Officers and Additional Persons, for a Plan Year by: (i) multiplying the
Participant’s Target Award by the Weighted Funding Percentage; and (ii) multiplying such amount by the applicable Individual Performance Modifier determined
in accordance with Article VI.B. below.
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B. Application of Individual Performance Modifier .

As described in Article VI.A. above, the amount determined by applying the formula set forth in Article VI.A. shall be adjusted by applying the Individual
Performance Modifier for each Participant. The SPC, in its sole discretion, shall determine a Participant’s Individual Performance Modifier, other than for
Executive Officers and Additional Persons, based on the Participant’s performance, which may range from 0% to 150%.

In no event may the aggregate of all Awards determined to be payable to all Participants exceed the amount accrued for the Aggregate Incentive Pool.

 
C. Determination of Awards for Executive Officers and Additional Persons .

The O&C Committee shall determine the individual Participant Awards in accordance with Article VI.A. above, and the Individual Performance Modifier in
accordance with Article VI.B. above, with respect to Executive Officers and Additional Persons who are Participants in the Plan.

 
Article VII. Payment of Awards .

All Awards will be paid in cash to Participants by March 15 of the year following the applicable Plan Year, subject to applicable tax withholding
requirements.

 
Article VIII. Termination of Employment and Partial Awards .

Participation in the Plan shall cease immediately upon a Participant’s resignation or termination of employment for any reason (with or without cause), or
upon the Participant’s death, Disability or Retirement. In such event, the Participant may be eligible for a partial award for such Plan Year in accordance with and
subject to the provisions of this Article VIII.

 
A. Resignation or Termination .

If a Participant resigns or his/her employment with a Participating Employer is terminated (with or without cause) prior to the submission of the Award to
payroll for payment for reasons other than death, Disability, Retirement, or transfer to an affiliate of the Company, such Participant shall forfeit any right to receive
such Award.

 
B. Death, Disability or Retirement .

If a Participant dies, becomes Disabled or Retires during a Plan Year after having attained at least three (3) full months of participation in the Plan during
such Plan Year, the Participant, or the Participant’s beneficiary in the case of the Participant’s death, may, in the sole discretion of the SPC or O&C Committee
(with respect to Executive Officers and Additional Persons), be entitled to receive a partial Award, prorated for the number of days that the individual was a
Participant hereunder during the Plan Year. For the Plan Year 2014 any award payable due to death, disability or retirement will be paid at the time and in the form
that all other Awards are paid for such Plan Year. Beginning with Plan Year 2015any such Award shall be paid at Target and at the time of the employee’s
separation from the Company. The decisions
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of the SPC and O&C Committee with respect to such Awards shall be final and binding on all parties. For purposes of this provision, a Participant’s beneficiary
shall be his/her surviving spouse or, if he/she has no surviving spouse, his/her estate.

 
C. Transfers .

If a Participant (i) transfers from a Participating Employer to an affiliate of the Company after having attained at least three (3) full months of participation in
the Plan during the Plan Year, and (ii) continues to be employed by an affiliate of the Company through the remainder of the Plan Year, such individual may, in the
sole discretion of the SPC or O&C Committee (with respect to Executive Officers and Additional Persons), be entitled to receive a partial Award hereunder,
prorated on the basis of the number of days such individual was employed by the Participating Employer during the Plan Year.  . Any such Award shall be paid at
the time and in the form that all other Awards are paid for such Plan Year. The decisions of the SPC and O&C Committee with respect to such Awards shall be
final and binding on all parties.

 
D. Participant Status Attained During Plan Year .

If an individual becomes a Participant during a Plan Year, the Participant, may, in the sole and absolute discretion of the SPC or O&C Committee (with
respect to Executive Officers and Additional Persons), be eligible to receive a partial Award hereunder, prorated on the basis of the number of days such individual
was a Participant during the Plan Year, provided that the Participant attained at least three (3) full months of participation in the Plan during the Plan Year. Any
such Award shall be paid at the time and in the form that all other Awards are paid for such Plan Year. The decisions of the SPC and O&C with respect to such
Awards shall be final and binding on all parties.

Article IX.      Administrative Provisions .
 

A. Administration .

The Plan shall be administered and interpreted by the Participating Employers through the individuals who have been provided authority hereunder to carry
out the administration of this Plan. The O&C Committee and its members, the SPC and its members, and any other individual to whom the O&C and/or SPC has
delegated their responsibilities regarding the administration of this Plan, shall have full authority, discretion and power necessary or desirable to administer and
interpret this Plan. Without in any way limiting the foregoing, all such individuals shall have complete authority, discretion and power to: (i) determine the
Participants for each Plan Year; (ii) determine the Individual Performance Modifier applicable to each Participant; (iii) evaluate and determine the performance of
Participants; (iv) determine the amount of the Award for each Participant; (v) interpret the provisions of this Plan and any other documentation used in connection
with this Plan, including documentation specifying individual Performance Goals, Award opportunities and the like; (vi) establish and interpret rules and
procedures (written or by practice) for the administration of the Plan; and (vii) make all other determinations and take all other actions necessary or desirable for
the administration or interpretation of this Plan. All actions, decisions and interpretations of such individuals shall be final, conclusive and binding on all parties.
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B. No Right to Continued Employment .

Nothing in this Plan shall be deemed by implication, action or otherwise to constitute a contract of employment, or otherwise to provide a Participant with
any right of continued employment or impose any limitation on any right of a Participating Employer to terminate a Participant’s employment at any time.

 
C. No Assignment .

A Participant or Participant’s beneficiary shall have no right to anticipate, alienate, sell, transfer, assign, pledge or encumber any right to receive any
incentive made under the Plan, nor will any Participant or Participant’s beneficiary have any lien on any assets of any Participating Employer, or any affiliate
thereof, by reason of any Award made under the Plan.

 
D. Withholding .

The Participating Employers shall have the right to deduct or withhold, or require a Participant to remit to the applicable Participating Employer, any taxes
required by law to be withheld from Awards made under this Plan.

 
E. Amendment of Plan .

The Plan may be amended, suspended or terminated at any time and from time to time, by action of the O&C Committee. In order to be effective, any
amendment of this Plan or any Award must be in writing. No oral statement, representation or the like shall have the effect of amending or modifying this Plan or
any Award, or otherwise have any binding effect on the Company, the O&C Committee, the SPC, or any individual who has been delegated authority by the O&C
Committee or the SPC to administer this Plan.

 
F. No Obligation to Continue Plan .

The adoption of the Plan does not imply any commitment to continue to maintain the Plan, or any modified version of the Plan, or any other plan for
incentive compensation for any succeeding year.

 
G. Governing Law .

The Plan shall be construed in accordance with, and governed by, the laws of the State of Texas. Any disputes arising under this Plan and any action to
enforce any provisions hereof, shall be maintained exclusively in the appropriate courts of Dallas County, Texas.

 
H. Severability .

In case any provision of the Plan shall be held illegal or void, such illegality or invalidity shall not affect the remaining provisions of this Plan, but shall be
fully severable, and the Plan shall be construed and enforced as if said illegal or invalid provisions had never been inserted herein.
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I. Limitation of Liability .

Except for their own gross negligence or willful misconduct regarding the performance of the duties specifically assigned to them under, or their willful
breach of the terms of this Plan, the Participating Employer, the O&C Committee and its members, the SPC and its members, and any other entity or individual
administering any aspect of this Plan shall be held harmless by the Participants and their respective representatives, heirs, successors, and assigns, against liability
or losses occurring by reason of any act or omission under the Plan.

 
J. Section 409A Compliance

To the extent applicable, the Plan is intended to comply with, or be exempt from, section 409A of the Internal Revenue Code of 1986 as amended (the
“Code”), and shall be administered, construed, and interpreted in accordance with such intent. Payments under this Plan shall be made in a manner that will comply
with, or be exempt from, section 409A of the Code, including regulations or other guidance issued with respect thereto, except as otherwise determined by the
Company. The applicable provisions of section 409A of the Code are hereby incorporated by reference and shall control over any contrary provisions herein that
conflict therewith.
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Exhibit 10.22

EXECUTION VERSION

EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “ Agreement ”), dated as of October 4, 2016 (the “ Effective Date ”), between TCEH Corp. (the “
Company ”) and Carrie Lee Kirby (“ Executive ”).

Recitals:

WHEREAS, the Company and Executive desire to enter into a written employment agreement to reflect the terms upon which Executive shall provide
services to the Company.

NOW, THEREFORE, in consideration of the premises and covenants contained herein, and intending to be legally bound hereby, the parties to this
Agreement hereby agree as follows:

1. Term.

(a) The term of Executive’s employment under this Agreement shall be effective as of the Effective Date, and shall continue until the three
(3) year anniversary of the Effective Date (the “ Initial Expiration Date ”); provided that on the Initial Expiration Date and each subsequent anniversary of the
Initial Expiration Date, the term of Executive’s employment under this Agreement shall be extended for one (1) additional year unless either party provides written
notice to the other party at least sixty (60) days prior to the Initial Expiration Date (or any such anniversary, as applicable) that Executive’s employment shall not
be so extended (in which case, Executive’s employment shall terminate on the Initial Expiration Date or any such anniversary, as applicable); provided , however ,
that Executive’s employment under this Agreement may be terminated at any earlier time pursuant to the provisions of Section 5 . The period of time from the
Effective Date through the termination of this Agreement and Executive’s employment hereunder pursuant to its terms is herein referred to as the “ Term ”; and the
date on which the Term is scheduled to expire ( i.e. , the Initial Expiration Date or the scheduled expiration of the extended term, if applicable) is herein referred to
as the “ Expiration Date .”

(b) Executive agrees and acknowledges that the Company has no obligation to extend the Term or to continue Executive’s employment
following the Expiration Date, and Executive expressly acknowledges that no promises or understandings to the contrary have been made or reached.

2. Definitions. For purposes of this Agreement, the following terms, as used herein, shall have the definitions set forth below.

(a) “ Affiliate ” means, with respect to any specified Person, any other Person that directly or indirectly, through one or more intermediaries,
Controls, is Controlled by, or is under common Control with, such specified Person.



(b) “ Change in Control ” shall, be deemed to occur upon any of the following events:

(i) the acquisition by any Person or related “group” (as such term is used in Sections 13(d) and 14(d) of the U.S. Securities Exchange Act of
1934, as amended, and any successor thereto (the “ Exchange Act ”)) of Beneficial Ownership (as defined in Rule 13d-3 promulgated under Section 13 of the
Exchange Act) of 30% or more (on a fully diluted basis) of either (A) the then-outstanding shares of the common stock of the Company (the “ Common
Stock ”), including Common Stock issuable upon the exercise of options or warrants, the conversion of convertible stock or debt, and the exercise of any
similar right to acquire such Common Stock (the “ Outstanding Company Common Stock ”); or (B) the combined voting power of the then-outstanding
voting securities of the Company entitled to vote in the election of directors (the “ Outstanding Company Voting Securities ”); but excluding any acquisition
by the Company or any of its Affiliates or by any employee benefit plan sponsored or maintained by the Company or any of its Affiliates;

(ii) a change in the composition of the Board such that members of the Board during any consecutive 12-month period (the “ Incumbent
Directors ”) cease to constitute a majority of the Board. Any person becoming a director through election or nomination for election approved by a valid vote
of at least two thirds of the Incumbent Directors shall be deemed an Incumbent Director; provided , however , that no individual becoming a director as a
result of an actual or threatened election contest, as such terms are used in Rule 14a-12 of Regulation 14A promulgated under the Exchange Act, or as a
result of any other actual or threatened solicitation of proxies or consents by or on behalf of any person other than the Board shall be deemed an Incumbent
Director;

(iii) the approval by the shareholders of the Company of a plan of complete dissolution or liquidation of the Company; or

(iv) the consummation of a reorganization, recapitalization, merger, consolidation, statutory share exchange or similar form of corporate
transaction involving the Company (a “ Business Combination ”), or sale, transfer or other disposition of all or substantially all of the business or assets of
the Company to an entity that is not an Affiliate of the Company (a “ Sale ”), unless immediately following such Business Combination or Sale: (A) more
than 50% of the total voting power of the entity resulting from such Business Combination or the entity that acquired all or substantially all of the business or
assets of the Company in such Sale (in either case, the “ Surviving Company ”), or the ultimate parent entity that has Beneficial Ownership of sufficient
voting power to elect a majority of the board of directors (or analogous governing body) of the Surviving Company (the “ Parent Company ”), is represented
by the Outstanding Company Voting Securities that were outstanding immediately prior to such Business Combination or Sale (or, if applicable, is
represented by shares into which the Outstanding Company Voting Securities were converted pursuant to such Business Combination or Sale), and such
voting power among the holders thereof is in substantially the same proportion as the voting power of the Outstanding Company Voting Securities among
the holders thereof immediately prior to the Business Combination or Sale, (B) no Person or related group of Persons (other than any employee benefit plan
sponsored or maintained by the Surviving Company or the Parent Company), is or becomes the beneficial owner, directly or indirectly, of 50% or more of
the total
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voting power of the outstanding voting securities eligible to elect members of the board of directors (or the analogous governing body) of the Parent
Company (or, if there is no Parent Company, the Surviving Company) and (C) at least a majority of the members of the board of directors (or the analogous
governing body) of the Parent Company (or, if there is no Parent Company, the Surviving Company) following the consummation of the Business
Combination or Sale were Board members at the time of the Board’s approval of the execution of the initial agreement providing for such Business
Combination or Sale.

(c) “ Cause ” means (i) Executive’s willful and continued failure to perform Executive’s duties with the Company; (ii) Executive’s willful and
continued failure to follow and comply with the written policies of the Company as in effect from time to time; (iii) Executive’s willful commission of an act of
fraud or dishonesty resulting in economic or financial injury to the Company; (iv) Executive’s willful engagement in illegal conduct or gross misconduct;
(v) Executive’s willful breach of this Agreement; or (vi) Executive’s indictment for, conviction of, or a plea of guilty or nolo contendere to any felony or other
crime involving moral turpitude. No act or failure to act will be treated as willful if it is done, or omitted to be done, by Executive in good faith and with a good
faith belief that such act or omission was in the best interests of the Company.

(d) “ Control ” (including, with correlative meanings, the terms “ Controlled by ” and “ under common Control with ”), as used with respect to
any Person, means the direct or indirect possession of the power to direct or cause the direction of the management or policies of such Person, whether through the
ownership of voting securities or by contract.

(e) “ Disability ” means Executive would be entitled to long-term disability benefits under the Company’s long-term disability plan as in
effect from time to time, without regard to any waiting or elimination period under such plan and assuming for the purpose of such determination that Executive is
actually participating in such plan at such time. If the Company does not maintain a long-term disability plan, “ Disability ” means Executive’s inability to perform
Executive’s duties and responsibilities hereunder on a full-time basis for a consecutive period of one hundred eighty (180) days due to physical or mental illness or
incapacity that is determined to be total and permanent by a physician selected by the Company or its insurers and reasonably acceptable to Executive or
Executive’s legal representative.

(f) “ Good Reason ” means the occurrence, without the consent of Executive, of either of the following events: (i) any material diminution of,
or modification to, Executive’s title, duties, responsibilities, authorities, or terms of employment set forth in Section 3 or (ii) any breach by the Company of any of
its material obligations to Executive. Prior to resigning for Good Reason, Executive shall give written notice to the Company of the facts and circumstances
claimed to provide a basis for such resignation not more than sixty (60) days following Executive’s knowledge of such facts and circumstances, and the Company
shall have ten (10) business days after receipt of such notice to cure (and if so cured, Executive shall not be permitted to resign for Good Reason in respect thereof)
and Executive shall resign within ten (10) business days following the Company’s failure to cure.
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(g) “ Person ” means any individual, firm, corporation, partnership, limited liability company, trust, joint venture, association, unincorporated
entity, or other entity.

3. Duties and Responsibilities. The Company hereby employs Executive, and Executive hereby accepts employment, subject to the terms and
conditions contained herein, during the Term, as the Executive Vice President and Chief Administrative Officer. During the Term, Executive agrees to be employed
by and devote all of Executive’s business time and attention to the Company and the promotion of its interests and to use Executive’s best efforts to faithfully and
diligently serve the Company; provided , however , that, to the extent that such activities do not significantly interfere with the performance of Executive’s duties,
services, and responsibilities under this Agreement, Executive shall be permitted to (a) manage Executive’s personal, financial, and legal affairs, (b) serve on civic
or charitable boards and committees of such boards and (c) to the extent approved by the Board of Directors of the Company (the “ Board ”) pursuant to a duly
authorized resolution of the Board, serve on corporate boards and committees of such boards. Executive will report solely to the Chief Executive Officer. Executive
will perform such lawful duties and responsibilities as are commensurate with Executive’s titles and positions, and such other duties and responsibilities
commensurate with Executive’s titles and positions as may be reasonably requested by the Chief Executive Officer and the Board from time to time. Executive will
have the authority customarily exercised by an individual serving as an Executive Vice President and Chief Administrative Officer of a corporation of the size and
nature of the Company. Executive’s place of employment will be in Dallas, Texas.

4. Compensation and Related Matters. (a)  Base Salary . During the Term, Executive shall receive an aggregate annual base salary (“ Base Salary ”)
at an initial rate of $430,000, payable in accordance with the Company’s applicable payroll practices. Base Salary shall be reviewed annually by the Board and
increased (but not decreased) in the Board’s sole discretion. References in this Agreement to Base Salary shall be deemed to refer to the most recently effective
annual base salary rate.

(b) Annual Bonus . During the Term, Executive shall be eligible to receive a cash bonus (the “ Annual Bonus ”) for each year (or portion
thereof) (beginning with calendar year 2016), provided that, except as otherwise provided herein, Executive has remained employed by the Company as of the
applicable payment date. Executive’s target bonus opportunity for any particular year (the “ Target Bonus ”) shall be 70% of Base Salary, and Executive’s
maximum bonus opportunity shall be 200% of the Target Bonus. The Annual Bonus shall be subject to performance metrics approved by the Board based on key
short-term objectives and shall be at the full discretion of the Board. For the Annual Bonus paid in respect of 2016, the Board shall consider alternatives to
compensate Executive for 2016 (e.g., paying a full-year payout based on stub year performance or an agreed upon Annual Bonus to be paid in the normal bonus
cycle). Any Annual Bonus shall be paid in the fiscal year following the fiscal year to which such Annual Bonus relates, at the same as annual bonuses are paid to all
other senior executives.

(c) Equity Compensation . Executive shall be entitled to receive equity compensation awards as described in Exhibit A .
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(d) Benefits and Perquisites . During the Term, Executive shall be entitled to participate in the benefit plans (including, without limitation, life
insurance) and programs and receive perquisites that are provided by the Company from time to time for its senior executives generally, subject to the terms and
conditions of such plans and programs and commensurate with Executive’s position. During the Term, Executive shall be entitled to up to $15,000 per year for tax
and financial planning.

(e) Business Expense Reimbursements . During the Term, the Company shall promptly reimburse Executive for Executive’s reasonable and
necessary business expenses in accordance with the Company’s then-prevailing policies and procedures for expense reimbursement (which shall include
appropriate itemization and substantiation of expenses incurred).

(f) Indemnification . The Company shall indemnify and hold harmless Executive, to the fullest extent permitted by law and the Company’s
governing documents, against all claims, expenses, damages, liabilities, and losses incurred by Executive (whether before or after the Effective Date) by reason of
the fact that Executive is or was, or had agreed to become, a consultant, director, officer, employee, agent, or fiduciary of the Company or any of its subsidiaries or
Affiliates or predecessors of any of the foregoing, or any benefit plan of any of the foregoing, or is or was serving at the request of the Company as a consultant,
director, officer, partner, venturer, proprietor, trustee, employee, agent, fiduciary, or similar functionary of another corporation, partnership, joint venture, business,
person, trust, employee benefit plan, or other entity. The Company shall provide Executive with customary directors’ and officers’ liability insurance coverage both
during and after the Term with regard to matters occurring during employment or while otherwise providing services to, or serving at the request of, the Company
or any of its subsidiaries or Affiliates, or any benefit plan of any of the foregoing, which coverage shall be at a level at least equal to the greatest level being
maintained at such time for any current officer or director and shall continue until such time as suits can no longer be brought against Executive as a matter of law.
Executive will be entitled to advancement of expenses in connection with any claim in the same manner and to the same extent to which any other officer or
director of the Company is entitled. Notwithstanding the foregoing, the Company shall not be required to indemnify or advance expenses to Executive in
connection with (i) any dispute in connection with this Agreement or Executive’s employment hereunder; (ii) any action, claim, or proceeding initiated by
Executive against the Company unless such action, claim, or proceeding is approved in advance by the Board in writing or (iii) any liabilities, damages, claims or
expenses incurred that are attributable to Executive’s fraud, bad faith, willful misconduct, or gross negligence.

5. Termination of Employment. (a) Executive’s employment under this Agreement may be terminated by either party at any time and for any reason;
provided , however , that Executive shall be required to give the Company at least sixty (60) days’ advance written notice of any voluntary resignation of
Executive’s employment hereunder (other than resignation for Good Reason) (and in such event the Company in its sole discretion may elect to accelerate
Executive’s date of termination of employment, it being understood that such termination shall still be treated as a voluntary resignation without Good Reason for
purposes of this Agreement). Notwithstanding the foregoing, Executive’s employment shall terminate automatically upon Executive’s death.
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(b) Following any termination of Executive’s employment under this Agreement, except as provided under Sections 5(c) , 5(d) , and 5(e), the
obligations of the Company to pay or provide Executive with compensation and benefits under Section 4 shall cease, and the Company shall have no further
obligations to provide compensation or benefits to Executive hereunder, except (i) for payment of any accrued but unpaid Base Salary and any accrued but unused
vacation and for payment of any unreimbursed expenses under Section 4(e) , in each case accrued or incurred through the date of termination of employment,
payable as soon as practicable and in all events within thirty (30) days following the date of termination of employment, (ii) as explicitly set forth in any other
benefit plans, programs, or arrangements applicable to terminated employees in which Executive participates (including, without limitation, equity award
agreements), other than severance plans or policies, and (iii) as otherwise expressly required by applicable law. For the avoidance of doubt, except as otherwise
provided below, any Unpaid Annual Bonus (as defined below) is forfeited if Executive’s employment is terminated for any reason.

(c) If Executive’s employment under this Agreement is terminated (i) by the Company without Cause (other than due to death or Disability),
(ii) by Executive for Good Reason, or (iii) due to expiration of the Term on the Expiration Date as a result of the Company delivering a notice of non-renewal as
contemplated by Section 1 , in addition to the payments and benefits specified in Section 5(b) , Executive shall be entitled to receive: (i) severance pay in an
aggregate amount (the “ Severance Pay ”) equal to, two times (2x) the sum of (A) Base Salary plus (B) (x) Target Bonus, if such termination of employment occurs
prior to the second (2 nd ) anniversary of the Effective Date, or (y) the prior year’s Annual Bonus, if such termination of employment occurs on or after the second
(2 nd ) anniversary of the Effective Date; (ii) a prorated Annual Bonus in respect of the fiscal year of termination equal to the product of (x) the amount of Annual
Bonus that would have been payable to Executive had Executive’s employment not so terminated based on actual performance measured through the fiscal year of
termination, and (y) a fraction, the numerator of which is the number of days elapsed in the Company’s fiscal year in which the termination occurs through such
termination and the denominator of which is the number of days in such fiscal year (the “ Prorated Bonus ”); (iii) any accrued but unpaid Annual Bonus in respect
of the fiscal year prior to the fiscal year of termination (the “ Unpaid Annual Bonus ”); and (iv) continued health insurance benefits under the terms of the
applicable Company benefit plans for twenty-four (24) months, subject to Executive’s payment of the cost of such benefits to the same extent that active employees
of the Company are required to pay for such benefits from time to time; provided , however , that such continuation coverage shall end earlier upon Executive’s
becoming eligible for comparable coverage under another employer’s benefit plans; and provided , further , that to the extent that the provision of such continuation
coverage is not permitted under the terms of the Company benefit plans or would result in an adverse tax consequence to the Company, the Company may
alternatively provide Executive with a monthly cash payment in an amount equal to the applicable COBRA premium that Executive would otherwise be required to
pay to obtain COBRA continuation coverage for such benefits for twenty-four (24) months (assuming that COBRA continuation coverage were available for such
period) (minus the cost of such benefits to the same extent that active employees of the Company are required to pay for such benefits from time to time) (the “
Severance Benefits ”), commencing as provided in Section 23(c) . The Severance Pay shall be paid in equal installments during the twenty-four (24) month period
following Executive’s termination in accordance with the Company’s regular payroll practices,
 

6



but no less frequently than monthly, and commencing as provided in Section 23(c) below. The Unpaid Annual Bonus shall be paid on the date bonuses are paid to
other executives during the fiscal year of Executive’s termination and the Prorated Bonus shall be paid on the date bonuses are paid to other executives of the
Company in the year following the fiscal year of Executive’s termination.

(d) Notwithstanding anything herein to the contrary, if at any time within eighteen (18) months following a Change in Control, Executive’s
employment under this Agreement is terminated (i) by the Company without Cause (other than due to death or Disability), (ii) by Executive for Good Reason, or
(iii) due to expiration of the Term on the Expiration Date as a result of the Company delivering a notice of non-renewal as contemplated by Section 1 , then
Executive, in lieu of any of the amounts and benefits described in Section 5(c) and in addition to the payments and benefits specified in Section 5(b) , shall be
entitled to receive (i) the Unpaid Annual Bonus, (ii) 2.99 times the sum of (A) Base Salary plus (B) Target Bonus (the “ CIC Severance Pay ”), (iii) the product of
(x) the Target Bonus, and (y) a fraction, the numerator of which is the number of days elapsed in the Company’s fiscal year in which the termination occurs
through such termination and the denominator of which is the number of days in such fiscal year (the “ Prorated CIC Bonus ”), and (iv) the Severance Benefits for
twenty-four (24) months (as described above and commencing as provided in Section 23(c) ). The CIC Severance Pay and the Prorated CIC Bonus shall be paid in
cash in a lump sum on the first payroll following the satisfaction of the Release Condition, subject to Section 23(c) ; provided, however, if the Change in Control
does not constitute a “change in the ownership or effective control of the corporation, or in the ownership of a substantial portion of the assets of the corporation”
within the meaning of Section 409A(a)(2)(A)(v) of the Internal Revenue Code of 1986, as amended (the “ Code ”), the portion of the CIC Severance Pay that is not
in excess of the Severance Pay that would have been payable upon such termination if Section 5(c) applied shall be paid to Executive in equal monthly installments
during the twenty-four (24) month period following Executive’s termination in accordance with the Company’s regular payroll practices, but no less frequently
than monthly, and commencing as provided in Section 23(c) below, and the portion of the CIC Severance Pay in excess of such amount shall be paid to Executive
in a lump sum 60 days after the consummation of the Change in Control. The Unpaid Annual Bonus shall be paid on the date bonuses are paid to other executives
during the fiscal year of Executive’s termination.

(e) If Executive’s employment under this Agreement is terminated due to death or Disability, in addition to the payments and benefits
specified in Section 5(b) , Executive shall be entitled to receive (i) the Prorated Bonus, paid on the date bonuses are paid to other executives of the Company in the
year following the fiscal year of Executive’s termination and (ii) the Unpaid Annual Bonus, paid on the date bonuses are paid to other executives of the Company
in the fiscal year of Executive’s termination.

(f) Executive’s entitlement to the payments and benefits set forth in Sections 5(c) and 5(d) shall be conditioned upon Executive’s having
provided an irrevocable waiver and release of claims in favor of the Company, its Affiliates, their respective predecessors and successors, and all of the respective
current or former directors, officers, employees, shareholders, partners, members, agents, or representatives of any of the foregoing (collectively, the “ Released
Parties ”), substantially in the form attached hereto as Exhibit B (the “ Release ”), that has become effective in accordance with its terms within sixty (60) days
following Executive’s termination of employment (the “ Release Condition ”), and Executive’s continued compliance with Sections 6 and 7 hereof.
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(g) Upon termination of Executive’s employment for any reason, and regardless of whether Executive continues as a consultant to the
Company, upon the Company’s request Executive agrees to resign, as of the date of such termination of employment or such other date requested, from the Board
and any committees thereof, and, if applicable, from the board of directors (and any committees thereof) of any Affiliate of the Company to the extent Executive is
then serving thereon. The Company’s obligations to make the payments provided for in this Agreement are subject to set-off for any undisputed amounts owed by
Executive, to the extent permitted by Section 409A (as defined below) and any Company clawback policy.

(h) The payment of any amounts accrued under any benefit plan, program, or arrangement in which Executive participates shall be subject to
the terms of the applicable plan, program, or arrangement, and any elections Executive has made thereunder.

(i) Following any termination of Executive’s employment, Executive shall have no obligation to seek other employment or take any other
action by way of mitigation of the amounts payable to Executive under any of the provisions of this Agreement. There shall be no offset against amounts due
Executive under this Agreement on account of any remuneration attributable to later employment, consultancy, or other remunerative activity of Executive.

6. Confidential Information.

(a) Executive acknowledges that the Company and its Affiliates continually develop Confidential Information (as defined below), that
Executive may develop Confidential Information for the Company or its Affiliates and that Executive may learn of Confidential Information during the course of
Executive’s employment. Executive will comply with the policies and procedures of the Company and its Affiliates for protecting Confidential Information and
shall not disclose to any Person or use, other than as required by applicable law or for the proper performance of Executive’s duties and responsibilities to the
Company and its Affiliates, any Confidential Information obtained by Executive incident to Executive’s employment or other association with the Company or any
of its Affiliates. Executive understands that this restriction shall continue to apply after Executive’s employment terminates, regardless of the reason for such
termination.

(b) All documents, records, tapes, and other media of every kind and description relating to the business, present or otherwise, of the
Company or its Affiliates and any copies, in whole or in part, thereof (the “ Documents ”), whether or not prepared by Executive, shall be the sole and exclusive
property of the Company and its Affiliates. Executive shall safeguard all Documents and shall surrender to the Company at the time Executive’s employment
terminates, or at such earlier time or times as the Company may specify, all Documents then in Executive’s possession or control. Executive shall immediately
return such Documents and other property to the Company upon the termination of Executive’s employment and, in any event, at the Company’s request. Executive
further agrees that any property situated on the premises of, and owned by, the Company or its Affiliates, including disks and other storage media, filing cabinets,
or other work areas, is subject to inspection by the Company’s personnel at any time with or without notice.
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(c) Executive understands that nothing contained in this Agreement limits Executive’s ability to file a charge or complaint with the Securities
and Exchange Commission (“ SEC ”). Executive further understands that this Agreement does not limit Executive’s ability to communicate with the SEC or
otherwise participate in any investigation or proceeding that may be conducted by the SEC, including providing documents or other information, without notice to
the Company. This Agreement does not limit Executive’s right to receive an award for information provided to the SEC. This Section 6(c) applies only for the
period of time that the Company is subject to the Dodd-Frank Act.

(d) “ Confidential Information ” means any and all information of the Company and its Affiliates that is not generally known by others with
whom they compete or do business, or with whom any of them plans to compete or do business and any and all information, publicly known in whole or in part or
not, which, if disclosed by the Company or its Affiliates would assist in competition against them. Confidential Information includes, without limitation, such
information relating to (i) the development, research, testing, manufacturing, marketing and financial activities of the Company and its Affiliates, (ii) all products
planned, researched, developed, tested, manufactured, sold, licensed, leased or otherwise distributed or put into use by the Company and its Affiliates, together with
all services provided or planned by the Company or any of its Affiliates, during Executive’s employment, (iii) the costs, sources of supply, financial performance
and strategic plans of the Company and its Affiliates, (iv) the identity and special needs of the customers of the Company and its Affiliates and (v) the people and
organizations with whom the Company and its Affiliates have business relationships and those relationships. Confidential Information also includes any
information that the Company or any of its Affiliates have received, or may receive hereafter, belonging to customers or others with any understanding, express or
implied, that the information would not be disclosed.

7. Restricted Activities. Executive agrees that some restrictions on Executive’s activities during and after Executive’s employment are necessary to
protect the goodwill, Confidential Information, and other legitimate interests of the Company and its Affiliates. Following the Effective Date, the Company will
provide Executive with access to and knowledge of Confidential Information and trade secrets and will place Executive in a position of trust and confidence with
the Company, and Executive will benefit from the Company’s goodwill. The restrictive covenants below are necessary to protect the Company’s legitimate
business interests in its Confidential Information, trade secrets and goodwill. Executive further understands and acknowledges that the Company’s ability to reserve
these for the exclusive knowledge and use of the Company is of great competitive importance and commercial value to the Company and that the Company would
be irreparably harmed if Executive violates the restrictive covenants below. In recognition of the consideration provided to Executive as well as the imparting to
Executive of Confidential Information, including trade secrets, and for other good and valuable consideration, Executive hereby agrees as follows:

(a) While Executive is employed by the Company and for twenty-four (24) months after Executive’s employment terminates for any reason,
whether before or after the
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Expiration Date (in the aggregate, the “ Non-Competition Period ”), Executive shall not, directly or indirectly, whether as owner, partner, investor (other than a
passive investor of less than 5% in a publicly traded company), consultant, agent, employee, co-venturer, or otherwise, (i) compete with the business of the
Company or any of its subsidiaries in any location where the Company or its subsidiaries conducts business (a “ Competitive Business ”) or (ii) undertake any
planning for any Competitive Business. With respect to the portion of the Non-Competition Period that follows Executive’s termination of employment, the
determination of whether a business is a Competitive Business shall be made based on the scope and location of the businesses conducted or planned to be
conducted by the Company and its subsidiaries as of the date of such termination.

(b) Executive agrees that, during Executive’s employment with the Company, Executive will not undertake any outside activity, whether or
not competitive with the business of the Company or its Affiliates, that would reasonably give rise to a conflict of interest or otherwise interfere with Executive’s
duties and obligations to the Company or any of its Affiliates.

(c) Executive further agrees that, during the Non-Competition Period, Executive will not solicit, hire, or attempt to solicit or hire any
employee of the Company or any of its Affiliates (or any individual who was employed by the Company or any of its Affiliates during the one (1) year period prior
to Executive’s termination), assist in such hiring by any Person, encourage any such employee to terminate his or her relationship with the Company or any of its
Affiliates, or solicit or encourage any customer, client, or vendor of the Company or any of its Affiliates to terminate or diminish its relationship with them, or, in
the case of a customer, to conduct with any Person any business or activity which such customer conducts with the Company or any of its Affiliates.

(d) Executive shall not, whether in writing or orally, malign, denigrate, or disparage the Company or its Affiliates, or their respective
predecessors and successors, or any of the current or former directors, officers, employees, shareholders, partners, members, agents, or representatives of any of the
foregoing, with respect to any of their respective past or present activities, or otherwise publish (whether in writing or orally) statements that tend to portray any of
the aforementioned parties in an unfavorable light. The Company shall direct its directors and officers not to, whether in writing or orally, malign, denigrate, or
disparage Executive with respect to any of Executive’s past or present activities, or otherwise publish (whether in writing or orally) statements that are intended to
portray Executive in an unfavorable light.

(e) Executive’s and the Company’s obligations under this Section 7 , as applicable, shall continue beyond the termination of Executive’s
employment with the Company.

8. Notification Requirement. Through and up to the conclusion of the Non-Competition Period, Executive shall give notice to the Company of each
new business activity he plans to undertake, at least seven (7) days prior to beginning any such activity. Such notice shall state the name and address of the Person
for whom such activity is undertaken and the nature of Executive’s business relationship(s) and position(s) with such Person.
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9. Intellectual Property Rights . (a) Executive agrees that the results and proceeds of Executive’s services for the Company (including, but not
limited to, any trade secrets, products, services, processes, know-how, designs, developments, innovations, analyses, drawings, reports, techniques, formulas,
methods, developmental or experimental work, improvements, discoveries, inventions, ideas, source and object codes, programs, writing and other works of
authorship) resulting from services performed while an employee of the Company and any works in progress, whether or not patentable or registrable under
copyright or similar statutes, that were made, developed, conceived, or reduced to practice or learned by Executive, either alone or jointly with others (collectively,
“ Inventions ”), shall be works-made-for-hire and the Company shall be deemed the sole owner throughout the universe of any and all trade secret, patent,
copyright, and other intellectual property rights (collectively, “ Proprietary Rights ”) of whatsoever nature therein, whether or not now or hereafter known, existing,
contemplated, recognized, or developed, with the right to use the same in perpetuity in any manner the Company determines in its sole discretion, without any
further payment to Executive whatsoever. If, for any reason, any of such results and proceeds shall not legally be a work-made-for-hire and/or there are any
Proprietary Rights which do not accrue to the Company under the immediately preceding sentence, then Executive hereby irrevocably assigns and agrees to assign
any and all of Executive’s right, title, and interest thereto, including any and all Proprietary Rights of whatsoever nature therein, whether or not now or hereafter
known, existing, contemplated, recognized, or developed, to the Company, and the Company shall have the right to use the same in perpetuity throughout the
universe in any manner determined by the Company without any further payment to Executive whatsoever. As to any Invention that Executive is required to assign,
Executive shall promptly and fully disclose to the Company all information known to Executive concerning such Invention.

(b) Executive agrees that, from time to time, as may be requested by the Company and at the Company’s sole cost and expense, Executive
shall do any and all things that the Company may reasonably deem useful or desirable to establish or document the Company’s exclusive ownership throughout the
United States of America or any other country of any and all Proprietary Rights in any such Inventions, including the execution of appropriate copyright and patent
applications or assignments. To the extent that Executive has any Proprietary Rights in the Inventions that cannot be assigned in the manner described above,
Executive unconditionally and irrevocably waives the enforcement of such Proprietary Rights. This Section 9(b) is subject to and shall not be deemed to limit,
restrict, or constitute any waiver by the Company of any Proprietary Rights of ownership to which the Company may be entitled by operation of law by virtue of
the Company’s being Executive’s employer. Executive shall execute, verify, and deliver such documents and perform such other acts (including appearances as a
witness) as the Company may reasonably request for use in applying for, obtaining, perfecting, evidencing, sustaining, and enforcing such Proprietary Rights and
the assignment thereof. In addition, Executive shall execute, verify, and deliver assignments of such Proprietary Rights to the Company or its designees.
Executive’s obligations under this Section 9 shall continue beyond the termination of Executive’s employment with the Company.
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(c) Executive hereby waives and quitclaims to the Company any and all claims, of any nature whatsoever, that Executive now or may
hereafter have for infringement of any Proprietary Rights assigned hereunder to the Company.

10. Remedies and Injunctive Relief. Executive acknowledges that a violation by Executive of any of the covenants contained in Sections 6 , 7 , 8 , or
9 would cause irreparable damage to the Company in an amount that would be material but not readily ascertainable, and that any remedy at law (including the
payment of damages) would be inadequate. Accordingly, Executive agrees that, notwithstanding any provision of this Agreement to the contrary, the Company
shall be entitled (without the necessity of showing economic loss or other actual damage) to injunctive relief (including temporary restraining orders, preliminary
injunctions, and permanent injunctions) in any court of competent jurisdiction for any actual or threatened breach of any of the covenants set forth in Sections 6 , 7 ,
8 , or 9 in addition to any other legal or equitable remedies it may have. The preceding sentence shall not be construed as a waiver of the rights that the Company
may have for damages under this Agreement or otherwise, and all of the Company’s rights shall be unrestricted.

11. Representations; Advice of Counsel. (a) Executive represents, warrants, and covenants that as of the date hereof: (i) Executive has the full right,
authority, and capacity to enter into this Agreement and perform Executive’s obligations hereunder, (ii) Executive is not bound by any agreement that conflicts with
or prevents or restricts the full performance of Executive’s duties and obligations to the Company hereunder during or after the Term, and (iii) the execution and
delivery of this Agreement shall not result in any breach or violation of, or a default under, any existing obligation, commitment, or agreement to which Executive
is subject.

(b) Prior to execution of this Agreement, Executive was advised by the Company of Executive’s right to seek independent advice from an
attorney of Executive’s own selection regarding this Agreement. Executive acknowledges that Executive has entered into this Agreement knowingly and
voluntarily and with full knowledge and understanding of the provisions of this Agreement after being given the opportunity to consult with counsel. Executive
further represents that in entering into this Agreement, Executive is not relying on any statements or representations made by any of the Company’s directors,
officers, employees, or agents that are not expressly set forth herein, and that Executive is relying only upon Executive’s own judgment and any advice provided by
Executive’s attorney.

(c) The Company represents, warrants, and covenants that as of the date hereof: (i) the Company has the full right, authority, and capacity to
enter into this Agreement and perform the Company’s obligations hereunder, (ii) the Company is not bound by any agreement that conflicts with or prevents or
restricts the full performance of the Company’s obligations to Executive hereunder during or after the Term, and (iii) the execution and delivery of this Agreement
shall not result in any breach or violation of, or a default under, any existing obligation, commitment, or agreement to which the Company is subject.

12. Cooperation. Executive agrees that, upon reasonable notice and without the necessity of the Company’s obtaining a subpoena or court order,
Executive shall provide reasonable cooperation in connection with any suit, action, or proceeding (or any appeal from any
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suit, action, or proceeding), and any investigation or defense of any claims asserted against the Company or its Affiliates, that relates to events occurring during
Executive’s employment with the Company and its Affiliates as to which Executive may have relevant information (including but not limited to furnishing relevant
information and materials to the Company or its designee and providing testimony at depositions and at trial); provided , that with respect to such cooperation
occurring following termination of employment, the Company shall reimburse Executive for expenses reasonably incurred in connection therewith.

13. Withholding. The Company may deduct and withhold from any amounts payable under this Agreement such federal, state, local, non-U.S., and
other taxes as are required to be withheld pursuant to any applicable law or regulation.

14. Assignment. Neither the Company nor Executive may make any assignment of this Agreement or any interest herein, by operation of law or
otherwise, without the prior written consent of the other party; provided , that the Company may assign its rights under this Agreement without the consent of
Executive to a successor to substantially all of the business of the Company in the event that the Company shall effect a reorganization, consolidate with or merge
into any other corporation, partnership, organization, or other entity, or transfer all or substantially all of its properties or assets to any other corporation,
partnership, organization, or other entity. This Agreement shall inure to the benefit of and be binding upon the Company and Executive, and their respective
successors, executors, administrators, heirs, and permitted assigns.

15. Governing Law; No Construction Against Drafter. This Agreement shall be deemed made in the State of Delaware, and the validity,
interpretation, construction, and performance of this Agreement in all respects shall be governed by the laws of the State of Delaware without regard to its
principles of conflicts of law. No provision of this Agreement or any related document will be construed against or interpreted to the disadvantage of any party
hereto by any court or other governmental or judicial authority by reason of such party’s having or being deemed to have structured or drafted such provision.

16. Consent to Jurisdiction; Waiver of Jury Trial. (a) Except as otherwise specifically provided herein, Executive and the Company each hereby
irrevocably submit to the exclusive jurisdiction of the federal courts located within the State of Delaware (or, if subject matter jurisdiction in such courts are not
available, in any state court located within the State of Delaware) over any dispute arising out of or relating to this Agreement. Except as otherwise specifically
provided in this Agreement, the parties undertake not to commence any suit, action or proceeding arising out of or relating to this Agreement in a forum other than
a forum described in this Section 16(a) ; provided , however , that nothing herein shall preclude either party from bringing any suit, action, or proceeding in any
other court for the purpose of enforcing the provisions of this Section 16 or enforcing any judgment obtained by either party.

(b) The agreement of the parties to the forum described in Section 16(a) is independent of the law that may be applied in any suit, action, or
proceeding, and the parties agree to such forum even if such forum may under applicable law choose to apply non-forum law. The parties hereby waive, to the
fullest extent permitted by applicable law, any objection which they now or hereafter have to personal jurisdiction or to the laying of venue of
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any such suit, action, or proceeding brought in an applicable court described in Section 16(a) , and the parties agree that they shall not attempt to deny or defeat
such personal jurisdiction by motion or other request for leave from any such court. The parties agree that, to the fullest extent permitted by applicable law, a final
and non-appealable judgment in any suit, action, or proceeding brought in any applicable court described in Section 16(a) shall be conclusive and binding upon the
parties and may be enforced in any other jurisdiction.

(c) The parties hereto irrevocably consent to the service of any and all process in any suit, action, or proceeding arising out of or relating to
this Agreement by the mailing of copies of such process to such party at such party’s address specified in Section 20 .

(d) Each party hereto hereby waives, to the fullest extent permitted by applicable law, any right it may have to a trial by jury in respect of any
suit, action, or proceeding arising out of or relating to this Agreement. Each party hereto (i) certifies that no representative, agent, or attorney of any other party has
represented, expressly or otherwise, that such party would not, in the event of any action, suit, or proceeding, seek to enforce the foregoing waiver, and
(ii) acknowledges that it and the other party hereto has been induced to enter into this Agreement by, among other things, the mutual waiver and certifications in
this Section 16(d) .

(e) Each party shall bear his or her or its own costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection
with any dispute arising out of or relating to this Agreement.

17. Amendment; No Waiver; Severability. (a) No provisions of this Agreement may be amended, modified, waived, or discharged except by a
written document signed by Executive and a duly authorized officer of the Company (other than Executive). The failure of a party to insist upon strict adherence to
any term of this Agreement on any occasion shall not be considered a waiver of such party’s rights or deprive such party of the right thereafter to insist upon strict
adherence to that term or any other term of this Agreement. No failure or delay by either party in exercising any right or power hereunder will operate as a waiver
thereof, nor will any single or partial exercise of any such right or power, or any abandonment of any steps to enforce such a right or power, preclude any other or
further exercise thereof or the exercise of any other right or power.

(b) If any term or provision of this Agreement is invalid, illegal, or incapable of being enforced by any applicable law or public policy, all
other conditions and provisions of this Agreement shall nonetheless remain in full force and effect so long as the economic and legal substance of the transactions
contemplated by this Agreement is not affected in any manner materially adverse to any party; provided , that in the event that any court of competent jurisdiction
shall finally hold in a non-appealable judicial determination that any provision of Sections 6 through 10 (whether in whole or in part) is void or constitutes an
unreasonable restriction against Executive, such provision shall not be rendered void but shall be deemed modified to the minimum extent necessary to make such
provision enforceable for the longest duration and the greatest scope as such court may determine constitutes a reasonable restriction under the circumstances.
Subject to the foregoing, upon such determination that any term or other provision is invalid, illegal, or incapable of being enforced, the parties hereto shall
negotiate in good faith to modify this Agreement so as to effect the original intent of the parties as closely as possible in a mutually acceptable manner in order that
the transactions contemplated hereby be consummated as originally contemplated to the fullest extent possible.
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18. Entire Agreement. This Agreement constitutes the entire agreement and understanding between the Company and Executive with respect to the
subject matter hereof and supersedes all prior agreements and understandings (whether written or oral), between Executive and the Company, relating to such
subject matter. None of the parties shall be liable or bound to any other party in any manner by any representations and warranties or covenants relating to such
subject matter except as specifically set forth herein.

19. Survival. The rights and obligations of the parties under the provisions of this Agreement shall survive, and remain binding and enforceable,
notwithstanding the expiration of the Term, the termination of this Agreement, the termination of Executive’s employment hereunder or any settlement of the
financial rights and obligations arising from Executive’s employment hereunder, to the extent necessary to preserve the intended benefits of such provisions.

20. Notices. All notices or other communications required or permitted to be given hereunder shall be in writing and shall be delivered by hand or sent
by facsimile or sent, postage prepaid, by registered, certified, or express mail or overnight courier service and shall be deemed given when so delivered by hand or
facsimile, or if mailed, three days after mailing (one (1) business day in the case of express mail or overnight courier service) to the parties at the following
addresses or facsimiles (or at such other address for a party as shall be specified by like notice):
 

If to the Company:

  

TCEH Corp.
Attn: Corporate Secretary
1601 Bryan Street
Dallas, TX 75201

If to Executive:   At the most recent address on file in the Company’s records.

Notices delivered by facsimile shall have the same legal effect as if such notice had been delivered in person.

21. Headings and References. The headings of this Agreement are inserted for convenience only, and neither constitute a part of this Agreement nor
affect in any way the meaning or interpretation of this Agreement. When a reference in this Agreement is made to a Section, such reference shall be to a Section of
this Agreement unless otherwise indicated.

22. Counterparts. This Agreement may be executed in one or more counterparts (including via facsimile and electronic image scan (.pdf)), each of
which shall be deemed to be an original, but all of which together shall constitute one and the same instrument and shall become effective when one or more
counterparts have been signed by each of the parties and delivered to the other parties.
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23. Section 409A. (a) For purposes of this Agreement, “ Section 409A ” means Section 409A of the Code, and the Treasury Regulations promulgated
thereunder (and such other Treasury or Internal Revenue Service guidance) as in effect from time to time. The parties intend that any amounts payable hereunder
that could constitute “deferred compensation” within the meaning of Section 409A will be compliant with Section 409A or exempt from Section 409A.

(b) Notwithstanding anything in this Agreement to the contrary, the following special rule shall apply, if and to the extent required by
Section 409A, in the event that (i) Executive is deemed to be a “specified employee” within the meaning of Code Section 409A(a)(2)(B)(i) (as determined in
accordance with the methodology established by the Company as in effect on the date of Executive’s “separation from service” (within the meaning of Treasury
Regulations § 1.409A-1(h)), (ii) amounts or benefits under this Agreement or any other program, plan, or arrangement of the Company or a controlled group
affiliate thereof are due or payable on account of separation from service, and (iii) Executive is employed by a public company or a controlled group affiliate
thereof: payments hereunder that are “deferred compensation” subject to Section 409A that would be made to Executive prior to the date that is six (6) months after
the date of Executive’s separation from service shall be made within 10 business days after such six (6) month date or, if earlier, ten (10) days following the date of
Executive’s death; following any applicable delay, all such delayed payments, without interest will be paid in a single lump sum on the earliest permissible
payment date.

(c) Except to the extent required to be delayed pursuant to Section 23(b) , any payment or benefit due or payable on account of Executive’s
separation from service to which this Section 23(c) applies shall be paid or commence, as applicable, upon the first scheduled payroll date immediately after the
date the Release Condition is satisfied (the “ Release Effective Date ”); provided that, to the extent that such payment or benefit represents a “deferral of
compensation” within the meaning of Section 409A and the sixty (60) day period following Executive’s separation from service spans two (2) taxable years,
payment shall not be made or commence prior to January 1 of the second taxable year. The first such cash payment shall include payment of all amounts that
otherwise would have been due prior to the Release Effective Date under the terms of this Agreement applied as though such payments commenced immediately
upon Executive’s termination of employment, and any payments made thereafter shall continue as provided herein. The delayed benefits shall in any event expire at
the time such benefits would have expired had such benefits commenced immediately following Executive’s termination of employment.

(d) Each payment made under this Agreement (including each separate installment payment in the case of a series of installment payments)
shall be deemed to be a separate payment for purposes of Section 409A. Amounts payable under this Agreement shall be deemed not to be a “deferral of
compensation” subject to Section 409A to the extent provided in the exceptions in Treasury Regulations §§ 1.409A-1(b)(4) (“short-term deferrals”) and (b)(9)
(“separation pay plans,” including the exception under subparagraph (iii)) and other applicable provisions of Section 409A, and shall be paid under any such
exception to the maximum extent permitted. For purposes of this Agreement, with respect to payments of any amounts that are considered to be “deferred
compensation” subject to Section 409A, references to “termination of employment,” “termination,” or words and phrases of similar import, shall be deemed to refer
to Executive’s “separation from service” as defined in Section 409A, and shall be interpreted and applied in a manner that is consistent with the requirements of
Section 409A. In no event may Executive, directly or indirectly, designate the calendar year of any payment under this Agreement.
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(e) Notwithstanding anything to the contrary in this Agreement, any payment or benefit under this Agreement or otherwise that is eligible for
exemption from Section 409A pursuant to Treasury Regulation § 1.409A-1(b)(9)(v)(A) or (C) (relating to certain reimbursements and in-kind benefits) shall be
paid or provided to Executive only to the extent that the expenses are not incurred, or the benefits are not provided, beyond the last day of the second calendar year
following the calendar year in which Executive’s “separation from service” occurs; and provided , further , that such expenses are reimbursed no later than the last
day of the second calendar year following the calendar year in which Executive’s “separation from service” occurs. To the extent that any indemnification payment,
expense reimbursement, or provision of any in-kind benefit is determined to be subject to Section 409A (and not exempt pursuant to the prior sentence or
otherwise), the amount of any such indemnification payment or expenses eligible for reimbursement, or the provision of any in-kind benefit, in one (1) calendar
year shall not affect the indemnification payment or provision of in-kind benefits or expenses eligible for reimbursement in any other calendar year (except for any
lifetime or other aggregate limitation applicable to medical expenses to the extent permitted by Section 409A), such indemnification, reimbursement, or in-kind
benefits shall be provided for the period set forth in this Agreement, or if no such period is set forth, during Executive’s lifetime, in no event shall any
indemnification payment or expenses be reimbursed after the last day of the calendar year following the calendar year in which Executive incurred such
indemnification payment or expenses, and in no event shall any right to indemnification payment or reimbursement or the provision of any in-kind benefit be
subject to liquidation or exchange for another benefit.
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IN WITNESS WHEREOF, this Agreement has been duly executed by the parties as of the date first written above.
 

TCEH Corp.

By:  /s/ Curtis A. Morgan
Name:  Curtis A. Morgan
Title:  President and Chief Executive Officer

 
CARRIE LEE KIRBY

/s/ Carrie Lee Kirby

[Signature
Page
to
Employment
Agreement]



Exhibit A
 
OIP:   Equity awards to be subject to the terms of the Company’s Omnibus Incentive Plan.

Initial Equity Award:

  

Upon or as soon as practicable after the Effective Date, the Company will award Executive restricted stock units and stock
options to purchase shares of the Company’s common stock, with an aggregate grant date fair market value as determined
by the Board for accounting purposes of $1,600,000. Such restricted stock units or stock options, as applicable, to vest
ratably over 4 years (25% each year). Allocation between restricted stock units and stock options to be determined by the
Board.

Annual Equity Awards:

  

Following the first anniversary of the Effective Date, Executive will be granted annual equity awards in an amount
determined by the Board. Such awards may be in the form of options, restricted stock units, performance shares, or any
other form as approved by the Board.

Involuntary Termination
Without Cause / Resignation for
Good Reason / Non-Renewal of
Term by the Company:

  

Subject to delivery (and non-revocation) of the Release and continued compliance with Sections 6 and 7 of this Agreement,
accelerated vesting of the portion of Executive’s outstanding equity awards that would have vested in the 12 months
following termination had Executive remained employed (fully vested options to remain exercisable for 90 days following
termination or, if Executive is subject Section 16 of the Exchange Act as of such Termination, 180 days from the date of
such termination (or until the option’s regular expiration date, if shorter)).

Termination with Cause /
Resignation Without Good
Reason / Non-Renewal of the
Term by Executive   

All options and other outstanding awards (unvested and vested) are forfeited upon a termination for Cause. On any other
termination, Executive will retain all vested awards (forfeits unvested), and vested options remain exercisable for 30 days
following termination or, if Executive is subject Section 16 of the Exchange Act as of such Termination, 180 days from the
date of such termination (or until the option’s regular expiration date, if shorter).

Death / Disability

  

Accelerated vesting of the portion of Executive’s equity awards that would have vested in the 12 months following
termination had he remained employed (fully vested options to remain exercisable for one year following termination (or
until the option’s regular expiration date, if shorter)).

Involuntary Termination
Without Cause / Resignation for
Good Reason / Non-Renewal of
Term by the Company Following
a Change in Control:   

All equity awards that were outstanding at the time of the Change in Control will vest upon such termination.



Exhibit B

Release of Claims

As used in this Release of Claims (this “ Release ”), the term “claims” will include all claims, covenants, warranties, promises, undertakings, actions, suits,
causes of action, proceedings, obligations, debts, accounts, attorneys’ fees, judgments, losses, and liabilities, of whatsoever kind or nature, in law, in equity, or
otherwise. Capitalized terms used but not defined in this Release will have the meanings given to them in the employment agreement dated October 4, 2016
between TCEH Corp. (the “ Company ”) and Carrie Lee Kirby (my “ Employment Agreement ”).

For and in consideration of the severance payments and benefits, and other good and valuable consideration, I, for and on behalf of myself and my executors,
heirs, administrators, representatives, and assigns, hereby agree to release and forever discharge the Company and each of its direct and indirect parent and
subsidiary entities, and all of their respective predecessors, successors, and past, current, and future parent entities, affiliates, subsidiary entities, investors,
directors, shareholders, members, officers, general or limited partners, employees, attorneys, agents, and representatives, and the employee benefit plans in which I
am or have been a participant by virtue of my employment with or service to the Company (collectively, the “ Company Releasees ”), from any and all claims that I
have or may have had against the Company Releasees based on any events or circumstances arising or occurring on or prior to the date hereof and arising directly
or indirectly out of, relating to, or in any other way involving in any manner whatsoever my employment by or service to the Company or the termination thereof,
including without limitation any and all claims arising under federal, state, or local laws relating to employment, including without limitation claims of wrongful
discharge, breach of express or implied contract, fraud, misrepresentation, defamation, intentional infliction of emotional distress, whistleblowing, or liability in
tort, and claims of any kind that may be brought in any court or administrative agency, and any related claims for attorneys’ fees and costs, including, without
limitation, claims under Title VII of the Civil Rights Act of 1964, as amended, 42 U.S.C. Section 2000, et seq.; the Americans with Disabilities Act, as amended,
42 U.S.C. § 12101 et seq.; the Rehabilitation Act of 1973, as amended, 29 U.S.C. § 701 et seq.; the Civil Rights Act of 1866, and the Civil Rights Act of 1991; 42
U.S.C. Section 1981, et seq.; the Age Discrimination in Employment Act, as amended, 29 U.S.C. Section 621, et seq. (the “ ADEA ”); the Equal Pay Act, as
amended, 29 U.S.C. Section 206(d); regulations of the Office of Federal Contract Compliance, 41 C.F.R. Section 60, et seq.; the Family and Medical Leave Act, as
amended, 29 U.S.C. § 2601 et seq.; the Fair Labor Standards Act of 1938, as amended, 29 U.S.C. § 201 et seq.; the Employee Retirement Income Security Act, as
amended, 29 U.S.C. § 1001 et seq.; and any similar state or local law. I agree further that this Release may be pleaded as a full defense to any action, suit,
arbitration, or other proceeding covered by the terms hereof that is or may be initiated, prosecuted, or maintained by me or my descendants, dependents, heirs,
executors, administrators, or assigns. By signing this Release, I acknowledge that I intend to waive and release all rights known or unknown that I may have against
the Company Releasees under these and any other laws.

I acknowledge and agree that as of the date I execute this Release, I have no knowledge of any facts or circumstances that give rise or could give rise to any
claims under any of the laws
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listed in the preceding paragraph and that I have not filed any claim against any of the Releasees before any local, state, federal, or foreign agency, court, arbitrator,
mediator, arbitration or mediation panel, or other body (each individually a “ Proceeding ”). I (i) acknowledge that I will not initiate or cause to be initiated on my
behalf any Proceeding and will not participate in any Proceeding, in each case, except as required by law or to the extent such Proceeding relates to a claim not
waived hereunder; and (ii) waive any right that I may have to benefit in any manner from any relief (whether monetary or otherwise) arising out of any Proceeding,
including any Proceeding conducted by the Equal Employment Opportunity Commission (“ EEOC ”), except in each case to the extent such Proceeding relates to a
claim not waived hereunder. Further, I understand that, by executing this Release, I will be limiting the availability of certain remedies that I may have against the
Company and limiting also my ability to pursue certain claims against the Company Releasees.

By executing this Release, I specifically release all claims relating to my employment and its termination under ADEA, a federal statute that, among other
things, prohibits discrimination on the basis of age in employment and employee benefit plans.

Notwithstanding the generality of the foregoing, I do not release (i) claims to receive my severance payments and benefits in accordance with the terms of
the Employment Agreement, (ii) claims with respect to benefits to which I am entitled under the employee benefit and compensation plans of the Company and its
affiliates, including any rights to equity, (iii) claims to indemnification, or (iv) claims that cannot be waived by law. Further, nothing in this Release shall prevent
me from (i) initiating or causing to be initiated on my behalf any claim against the Company before any local, state, or federal agency, court, or other body
challenging the validity of the waiver of my claims under the ADEA (but no other portion of such waiver); or (ii) initiating or participating in an investigation or
proceeding conducted by the EEOC.

I acknowledge that I have been given at least [21]/[45] 1 days in which to consider this Release. I acknowledge further that the Company has advised me to
consult with an attorney of my choice before signing this Release, and I have had sufficient time to consider the terms of this Release. I represent and acknowledge
that if I execute this Release before [21]/[45] days have elapsed, I do so knowingly, voluntarily, and upon the advice and with the approval of my legal counsel (if
any), and that I voluntarily waive any remaining consideration period.

I understand that after executing this Release, I have the right to revoke it within seven days after its execution. I understand that this Release will not
become effective and enforceable unless the seven-day revocation period passes and I do not revoke the Release in writing. I understand that this Release may not
be revoked after the seven-day revocation period has passed. I understand also that any revocation of this Release must be made in writing and delivered to the
Company at its principal place of business within the seven-day period.

This Release will become effective, irrevocable, and binding on the eighth day after its execution, so long as I have not timely revoked it as set forth above. I
understand and acknowledge that I will not be entitled to the severance payments and benefits unless this Release is effective on or before the date that is sixty
(60) days following the date of my termination of employment.
 
1  NTD : To be selected based on whether applicable termination was “in connection with an exit incentive or other employment termination program” (as such

phrase is defined in the Age Discrimination in Employment Act of 1967).



I hereby agree to waive any and all claims to re-employment with the Company or any of its affiliates and affirmatively agree not to seek further
employment with the Company or any of its affiliates.

The provisions of this Release will be binding upon my heirs, executors, administrators, legal representatives, and assigns. If any provision of this Release
will be held by any court of competent jurisdiction to be illegal, void, or unenforceable, such provision will be of no force or effect. The illegality or
unenforceability of such provision, however, will have no effect upon and will not impair the enforceability of any other provision of this Release.

This Release will be governed in accordance with the laws of the State of Delaware, without reference to the principles of conflicts of law. Any dispute or
claim arising out of or relating to this Release or claim of breach hereof will be brought exclusively in the federal and state courts located within Delaware. By
execution of this Release, I am waiving any right to trial by jury in connection with any suit, action, or proceeding under or in connection with this Release.
 

 
 

Carrie Lee Kirby

 
 

DATE



Exhibit 10.23

EXECUTION VERSION

EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “ Agreement ”), dated as of October 4, 2016 (the “ Effective Date ”), between TCEH Corp. (the “
Company ”) and Sara Graziano (“ Executive ”).

Recitals:

WHEREAS, the Company and Executive desire to enter into a written employment agreement to reflect the terms upon which Executive shall provide
services to the Company.

NOW, THEREFORE, in consideration of the premises and covenants contained herein, and intending to be legally bound hereby, the parties to this
Agreement hereby agree as follows:

1. Term.

(a) The term of Executive’s employment under this Agreement shall be effective as of the Effective Date, and shall continue until the three
(3) year anniversary of the Effective Date (the “ Initial Expiration Date ”); provided that on the Initial Expiration Date and each subsequent anniversary of the
Initial Expiration Date, the term of Executive’s employment under this Agreement shall be extended for one (1) additional year unless either party provides written
notice to the other party at least sixty (60) days prior to the Initial Expiration Date (or any such anniversary, as applicable) that Executive’s employment shall not
be so extended (in which case, Executive’s employment shall terminate on the Initial Expiration Date or any such anniversary, as applicable); provided , however ,
that Executive’s employment under this Agreement may be terminated at any earlier time pursuant to the provisions of Section 5 . The period of time from the
Effective Date through the termination of this Agreement and Executive’s employment hereunder pursuant to its terms is herein referred to as the “ Term ”; and the
date on which the Term is scheduled to expire ( i.e. , the Initial Expiration Date or the scheduled expiration of the extended term, if applicable) is herein referred to
as the “ Expiration Date .”

(b) Executive agrees and acknowledges that the Company has no obligation to extend the Term or to continue Executive’s employment
following the Expiration Date, and Executive expressly acknowledges that no promises or understandings to the contrary have been made or reached.

2. Definitions. For purposes of this Agreement, the following terms, as used herein, shall have the definitions set forth below.

(a) “ Affiliate ” means, with respect to any specified Person, any other Person that directly or indirectly, through one or more intermediaries,
Controls, is Controlled by, or is under common Control with, such specified Person.



(b) “ Change in Control ” shall, be deemed to occur upon any of the following events:

(i) the acquisition by any Person or related “group” (as such term is used in Sections 13(d) and 14(d) of the U.S. Securities Exchange Act of
1934, as amended, and any successor thereto (the “ Exchange Act ”)) of Beneficial Ownership (as defined in Rule 13d-3 promulgated under Section 13 of the
Exchange Act) of 30% or more (on a fully diluted basis) of either (A) the then-outstanding shares of the common stock of the Company (the “ Common
Stock ”), including Common Stock issuable upon the exercise of options or warrants, the conversion of convertible stock or debt, and the exercise of any
similar right to acquire such Common Stock (the “ Outstanding Company Common Stock ”); or (B) the combined voting power of the then-outstanding
voting securities of the Company entitled to vote in the election of directors (the “ Outstanding Company Voting Securities ”); but excluding any acquisition
by the Company or any of its Affiliates or by any employee benefit plan sponsored or maintained by the Company or any of its Affiliates;

(ii) a change in the composition of the Board such that members of the Board during any consecutive 12-month period (the “ Incumbent
Directors ”) cease to constitute a majority of the Board. Any person becoming a director through election or nomination for election approved by a valid vote
of at least two thirds of the Incumbent Directors shall be deemed an Incumbent Director; provided , however , that no individual becoming a director as a
result of an actual or threatened election contest, as such terms are used in Rule 14a-12 of Regulation 14A promulgated under the Exchange Act, or as a
result of any other actual or threatened solicitation of proxies or consents by or on behalf of any person other than the Board shall be deemed an Incumbent
Director;

(iii) the approval by the shareholders of the Company of a plan of complete dissolution or liquidation of the Company; or

(iv) the consummation of a reorganization, recapitalization, merger, consolidation, statutory share exchange or similar form of corporate
transaction involving the Company (a “ Business Combination ”), or sale, transfer or other disposition of all or substantially all of the business or assets of
the Company to an entity that is not an Affiliate of the Company (a “ Sale ”), unless immediately following such Business Combination or Sale: (A) more
than 50% of the total voting power of the entity resulting from such Business Combination or the entity that acquired all or substantially all of the business or
assets of the Company in such Sale (in either case, the “ Surviving Company ”), or the ultimate parent entity that has Beneficial Ownership of sufficient
voting power to elect a majority of the board of directors (or analogous governing body) of the Surviving Company (the “ Parent Company ”), is represented
by the Outstanding Company Voting Securities that were outstanding immediately prior to such Business Combination or Sale (or, if applicable, is
represented by shares into which the Outstanding Company Voting Securities were converted pursuant to such Business Combination or Sale), and such
voting power among the holders thereof is in substantially the same proportion as the voting power of the Outstanding Company Voting Securities among
the holders thereof immediately prior to the Business Combination or Sale, (B) no Person or related group of Persons (other than any employee benefit plan
sponsored or maintained by the Surviving Company or the Parent Company), is or becomes the beneficial owner, directly or indirectly, of 50% or more of
the total

 
2



voting power of the outstanding voting securities eligible to elect members of the board of directors (or the analogous governing body) of the Parent
Company (or, if there is no Parent Company, the Surviving Company) and (C) at least a majority of the members of the board of directors (or the analogous
governing body) of the Parent Company (or, if there is no Parent Company, the Surviving Company) following the consummation of the Business
Combination or Sale were Board members at the time of the Board’s approval of the execution of the initial agreement providing for such Business
Combination or Sale.

(c) “ Cause ” means (i) Executive’s willful and continued failure to perform Executive’s duties with the Company; (ii) Executive’s willful and
continued failure to follow and comply with the written policies of the Company as in effect from time to time; (iii) Executive’s willful commission of an act of
fraud or dishonesty resulting in economic or financial injury to the Company; (iv) Executive’s willful engagement in illegal conduct or gross misconduct;
(v) Executive’s willful breach of this Agreement; or (vi) Executive’s indictment for, conviction of, or a plea of guilty or nolo contendere to any felony or other
crime involving moral turpitude. No act or failure to act will be treated as willful if it is done, or omitted to be done, by Executive in good faith and with a good
faith belief that such act or omission was in the best interests of the Company.

(d) “ Control ” (including, with correlative meanings, the terms “ Controlled by ” and “ under common Control with ”), as used with respect to
any Person, means the direct or indirect possession of the power to direct or cause the direction of the management or policies of such Person, whether through the
ownership of voting securities or by contract.

(e) “ Disability ” means Executive would be entitled to long-term disability benefits under the Company’s long-term disability plan as in
effect from time to time, without regard to any waiting or elimination period under such plan and assuming for the purpose of such determination that Executive is
actually participating in such plan at such time. If the Company does not maintain a long-term disability plan, “ Disability ” means Executive’s inability to perform
Executive’s duties and responsibilities hereunder on a full-time basis for a consecutive period of one hundred eighty (180) days due to physical or mental illness or
incapacity that is determined to be total and permanent by a physician selected by the Company or its insurers and reasonably acceptable to Executive or
Executive’s legal representative.

(f) “ Good Reason ” means the occurrence, without the consent of Executive, of either of the following events: (i) any material diminution of,
or modification to, Executive’s title, duties, responsibilities, authorities, or terms of employment set forth in Section 3 or (ii) any breach by the Company of any of
its material obligations to Executive. Prior to resigning for Good Reason, Executive shall give written notice to the Company of the facts and circumstances
claimed to provide a basis for such resignation not more than sixty (60) days following Executive’s knowledge of such facts and circumstances, and the Company
shall have ten (10) business days after receipt of such notice to cure (and if so cured, Executive shall not be permitted to resign for Good Reason in respect thereof)
and Executive shall resign within ten (10) business days following the Company’s failure to cure.
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(g) “ Person ” means any individual, firm, corporation, partnership, limited liability company, trust, joint venture, association, unincorporated
entity, or other entity.

3. Duties and Responsibilities. The Company hereby employs Executive, and Executive hereby accepts employment, subject to the terms and
conditions contained herein, during the Term, as the Senior Vice President of Corporate Development and Strategy. During the Term, Executive agrees to be
employed by and devote all of Executive’s business time and attention to the Company and the promotion of its interests and to use Executive’s best efforts to
faithfully and diligently serve the Company; provided , however , that, to the extent that such activities do not significantly interfere with the performance of
Executive’s duties, services, and responsibilities under this Agreement, Executive shall be permitted to (a) manage Executive’s personal, financial, and legal
affairs, (b) serve on civic or charitable boards and committees of such boards and (c) to the extent approved by the Board of Directors of the Company (the “ Board
”) pursuant to a duly authorized resolution of the Board, serve on corporate boards and committees of such boards. Executive will report solely to the Chief
Executive Officer. Executive will perform such lawful duties and responsibilities as are commensurate with Executive’s title and position, and such other duties
and responsibilities commensurate with Executive’s title and position as may be reasonably requested by the Chief Executive Officer and the Board from time to
time. Executive will have the authority customarily exercised by an individual serving as a Senior Vice President of Corporate Development and Strategy of a
corporation of the size and nature of the Company. Executive’s place of employment will be in Dallas, Texas.

4. Compensation and Related Matters. (a)  Base Salary . During the Term, Executive shall receive an aggregate annual base salary (“ Base Salary ”)
at an initial rate of $400,000, payable in accordance with the Company’s applicable payroll practices. Base Salary shall be reviewed annually by the Board and
increased (but not decreased) in the Board’s sole discretion. References in this Agreement to Base Salary shall be deemed to refer to the most recently effective
annual base salary rate.

(b) Annual Bonus . During the Term, Executive shall be eligible to receive a cash bonus (the “ Annual Bonus ”) for each year (or portion
thereof) (beginning with calendar year 2016), provided that, except as otherwise provided herein, Executive has remained employed by the Company as of the
applicable payment date. Executive’s target bonus opportunity for any particular year (the “ Target Bonus ”) shall be 70% of Base Salary, and Executive’s
maximum bonus opportunity shall be 200% of the Target Bonus. The Annual Bonus shall be subject to performance metrics approved by the Board based on key
short-term objectives and shall be at the full discretion of the Board. For the Annual Bonus paid in respect of 2016, the Board shall consider alternatives to
compensate Executive for 2016 (e.g., paying a full-year payout based on stub year performance or an agreed upon Annual Bonus to be paid in the normal bonus
cycle). Any Annual Bonus shall be paid in the fiscal year following the fiscal year to which such Annual Bonus relates, at the same as annual bonuses are paid to all
other senior executives.

(c) Equity Compensation . Executive shall be entitled to receive equity compensation awards as described in Exhibit A .
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(d) Benefits and Perquisites . During the Term, Executive shall be entitled to participate in the benefit plans (including, without limitation, life
insurance) and programs and receive perquisites that are provided by the Company from time to time for its senior executives generally, subject to the terms and
conditions of such plans and programs and commensurate with Executive’s position. During the Term, Executive shall be entitled to up to $15,000 per year for tax
and financial planning.

(e) Business Expense Reimbursements . During the Term, the Company shall promptly reimburse Executive for Executive’s reasonable and
necessary business expenses in accordance with the Company’s then-prevailing policies and procedures for expense reimbursement (which shall include
appropriate itemization and substantiation of expenses incurred).

(f) Indemnification . The Company shall indemnify and hold harmless Executive, to the fullest extent permitted by law and the Company’s
governing documents, against all claims, expenses, damages, liabilities, and losses incurred by Executive (whether before or after the Effective Date) by reason of
the fact that Executive is or was, or had agreed to become, a consultant, director, officer, employee, agent, or fiduciary of the Company or any of its subsidiaries or
Affiliates or predecessors of any of the foregoing, or any benefit plan of any of the foregoing, or is or was serving at the request of the Company as a consultant,
director, officer, partner, venturer, proprietor, trustee, employee, agent, fiduciary, or similar functionary of another corporation, partnership, joint venture, business,
person, trust, employee benefit plan, or other entity. The Company shall provide Executive with customary directors’ and officers’ liability insurance coverage both
during and after the Term with regard to matters occurring during employment or while otherwise providing services to, or serving at the request of, the Company
or any of its subsidiaries or Affiliates, or any benefit plan of any of the foregoing, which coverage shall be at a level at least equal to the greatest level being
maintained at such time for any current officer or director and shall continue until such time as suits can no longer be brought against Executive as a matter of law.
Executive will be entitled to advancement of expenses in connection with any claim in the same manner and to the same extent to which any other officer or
director of the Company is entitled. Notwithstanding the foregoing, the Company shall not be required to indemnify or advance expenses to Executive in
connection with (i) any dispute in connection with this Agreement or Executive’s employment hereunder; (ii) any action, claim, or proceeding initiated by
Executive against the Company unless such action, claim, or proceeding is approved in advance by the Board in writing or (iii) any liabilities, damages, claims or
expenses incurred that are attributable to Executive’s fraud, bad faith, willful misconduct, or gross negligence.

5. Termination of Employment. (a) Executive’s employment under this Agreement may be terminated by either party at any time and for any reason;
provided , however , that Executive shall be required to give the Company at least sixty (60) days’ advance written notice of any voluntary resignation of
Executive’s employment hereunder (other than resignation for Good Reason) (and in such event the Company in its sole discretion may elect to accelerate
Executive’s date of termination of employment, it being understood that such termination shall still be treated as a voluntary resignation without Good Reason for
purposes of this Agreement). Notwithstanding the foregoing, Executive’s employment shall terminate automatically upon Executive’s death.
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(b) Following any termination of Executive’s employment under this Agreement, except as provided under Sections 5(c) , 5(d) , and 5(e), the
obligations of the Company to pay or provide Executive with compensation and benefits under Section 4 shall cease, and the Company shall have no further
obligations to provide compensation or benefits to Executive hereunder, except (i) for payment of any accrued but unpaid Base Salary and any accrued but unused
vacation and for payment of any unreimbursed expenses under Section 4(e) , in each case accrued or incurred through the date of termination of employment,
payable as soon as practicable and in all events within thirty (30) days following the date of termination of employment, (ii) as explicitly set forth in any other
benefit plans, programs, or arrangements applicable to terminated employees in which Executive participates (including, without limitation, equity award
agreements), other than severance plans or policies, and (iii) as otherwise expressly required by applicable law. For the avoidance of doubt, except as otherwise
provided below, any Unpaid Annual Bonus (as defined below) is forfeited if Executive’s employment is terminated for any reason.

(c) If Executive’s employment under this Agreement is terminated (i) by the Company without Cause (other than due to death or Disability),
(ii) by Executive for Good Reason, or (iii) due to expiration of the Term on the Expiration Date as a result of the Company delivering a notice of non-renewal as
contemplated by Section 1 , in addition to the payments and benefits specified in Section 5(b) , Executive shall be entitled to receive: (i) severance pay in an
aggregate amount (the “ Severance Pay ”) equal to, two times (2x) the sum of (A) Base Salary plus (B) (x) Target Bonus, if such termination of employment occurs
prior to the second (2 nd ) anniversary of the Effective Date, or (y) the prior year’s Annual Bonus, if such termination of employment occurs on or after the second
(2 nd ) anniversary of the Effective Date; (ii) a prorated Annual Bonus in respect of the fiscal year of termination equal to the product of (x) the amount of Annual
Bonus that would have been payable to Executive had Executive’s employment not so terminated based on actual performance measured through the fiscal year of
termination, and (y) a fraction, the numerator of which is the number of days elapsed in the Company’s fiscal year in which the termination occurs through such
termination and the denominator of which is the number of days in such fiscal year (the “ Prorated Bonus ”); (iii) any accrued but unpaid Annual Bonus in respect
of the fiscal year prior to the fiscal year of termination (the “ Unpaid Annual Bonus ”); and (iv) continued health insurance benefits under the terms of the
applicable Company benefit plans for twenty-four (24) months, subject to Executive’s payment of the cost of such benefits to the same extent that active employees
of the Company are required to pay for such benefits from time to time; provided , however , that such continuation coverage shall end earlier upon Executive’s
becoming eligible for comparable coverage under another employer’s benefit plans; and provided , further , that to the extent that the provision of such continuation
coverage is not permitted under the terms of the Company benefit plans or would result in an adverse tax consequence to the Company, the Company may
alternatively provide Executive with a monthly cash payment in an amount equal to the applicable COBRA premium that Executive would otherwise be required to
pay to obtain COBRA continuation coverage for such benefits for twenty-four (24) months (assuming that COBRA continuation coverage were available for such
period) (minus the cost of such benefits to the same extent that active employees of the Company are required to pay for such benefits from time to time) (the “
Severance Benefits ”), commencing as provided in Section 23(c) . The Severance Pay shall be paid in equal installments during the twenty-four (24) month period
following Executive’s termination in accordance with the Company’s regular payroll practices,
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but no less frequently than monthly, and commencing as provided in Section 23(c) below. The Unpaid Annual Bonus shall be paid on the date bonuses are paid to
other executives during the fiscal year of Executive’s termination and the Prorated Bonus shall be paid on the date bonuses are paid to other executives of the
Company in the year following the fiscal year of Executive’s termination.

(d) Notwithstanding anything herein to the contrary, if at any time within eighteen (18) months following a Change in Control, Executive’s
employment under this Agreement is terminated (i) by the Company without Cause (other than due to death or Disability), (ii) by Executive for Good Reason, or
(iii) due to expiration of the Term on the Expiration Date as a result of the Company delivering a notice of non-renewal as contemplated by Section 1 , then
Executive, in lieu of any of the amounts and benefits described in Section 5(c) and in addition to the payments and benefits specified in Section 5(b) , shall be
entitled to receive (i) the Unpaid Annual Bonus, (ii) 2.99 times the sum of (A) Base Salary plus (B) Target Bonus (the “ CIC Severance Pay ”), (iii) the product of
(x) the Target Bonus, and (y) a fraction, the numerator of which is the number of days elapsed in the Company’s fiscal year in which the termination occurs
through such termination and the denominator of which is the number of days in such fiscal year (the “ Prorated CIC Bonus ”), and (iv) the Severance Benefits for
twenty-four (24) months (as described above and commencing as provided in Section 23(c) ). The CIC Severance Pay and the Prorated CIC Bonus shall be paid in
cash in a lump sum on the first payroll following the satisfaction of the Release Condition, subject to Section 23(c) ; provided, however, if the Change in Control
does not constitute a “change in the ownership or effective control of the corporation, or in the ownership of a substantial portion of the assets of the corporation”
within the meaning of Section 409A(a)(2)(A)(v) of the Internal Revenue Code of 1986, as amended (the “ Code ”), the portion of the CIC Severance Pay that is not
in excess of the Severance Pay that would have been payable upon such termination if Section 5(c) applied shall be paid to Executive in equal monthly installments
during the twenty-four (24) month period following Executive’s termination in accordance with the Company’s regular payroll practices, but no less frequently
than monthly, and commencing as provided in Section 23(c) below, and the portion of the CIC Severance Pay in excess of such amount shall be paid to Executive
in a lump sum 60 days after the consummation of the Change in Control. The Unpaid Annual Bonus shall be paid on the date bonuses are paid to other executives
during the fiscal year of Executive’s termination.

(e) If Executive’s employment under this Agreement is terminated due to death or Disability, in addition to the payments and benefits
specified in Section 5(b) , Executive shall be entitled to receive (i) the Prorated Bonus, paid on the date bonuses are paid to other executives of the Company in the
year following the fiscal year of Executive’s termination and (ii) the Unpaid Annual Bonus, paid on the date bonuses are paid to other executives of the Company
in the fiscal year of Executive’s termination.

(f) Executive’s entitlement to the payments and benefits set forth in Sections 5(c) and 5(d) shall be conditioned upon Executive’s having
provided an irrevocable waiver and release of claims in favor of the Company, its Affiliates, their respective predecessors and successors, and all of the respective
current or former directors, officers, employees, shareholders, partners, members, agents, or representatives of any of the foregoing (collectively, the “ Released
Parties ”), substantially in the form attached hereto as Exhibit B (the “ Release ”), that has become effective in accordance with its terms within sixty (60) days
following Executive’s termination of employment (the “ Release Condition ”), and Executive’s continued compliance with Sections 6 and 7 hereof.
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(g) Upon termination of Executive’s employment for any reason, and regardless of whether Executive continues as a consultant to the
Company, upon the Company’s request Executive agrees to resign, as of the date of such termination of employment or such other date requested, from the Board
and any committees thereof, and, if applicable, from the board of directors (and any committees thereof) of any Affiliate of the Company to the extent Executive is
then serving thereon. The Company’s obligations to make the payments provided for in this Agreement are subject to set-off for any undisputed amounts owed by
Executive, to the extent permitted by Section 409A (as defined below) and any Company clawback policy.

(h) The payment of any amounts accrued under any benefit plan, program, or arrangement in which Executive participates shall be subject to
the terms of the applicable plan, program, or arrangement, and any elections Executive has made thereunder.

(i) Following any termination of Executive’s employment, Executive shall have no obligation to seek other employment or take any other
action by way of mitigation of the amounts payable to Executive under any of the provisions of this Agreement. There shall be no offset against amounts due
Executive under this Agreement on account of any remuneration attributable to later employment, consultancy, or other remunerative activity of Executive.

6. Confidential Information.

(a) Executive acknowledges that the Company and its Affiliates continually develop Confidential Information (as defined below), that
Executive may develop Confidential Information for the Company or its Affiliates and that Executive may learn of Confidential Information during the course of
Executive’s employment. Executive will comply with the policies and procedures of the Company and its Affiliates for protecting Confidential Information and
shall not disclose to any Person or use, other than as required by applicable law or for the proper performance of Executive’s duties and responsibilities to the
Company and its Affiliates, any Confidential Information obtained by Executive incident to Executive’s employment or other association with the Company or any
of its Affiliates. Executive understands that this restriction shall continue to apply after Executive’s employment terminates, regardless of the reason for such
termination.

(b) All documents, records, tapes, and other media of every kind and description relating to the business, present or otherwise, of the
Company or its Affiliates and any copies, in whole or in part, thereof (the “ Documents ”), whether or not prepared by Executive, shall be the sole and exclusive
property of the Company and its Affiliates. Executive shall safeguard all Documents and shall surrender to the Company at the time Executive’s employment
terminates, or at such earlier time or times as the Company may specify, all Documents then in Executive’s possession or control. Executive shall immediately
return such Documents and other property to the Company upon the termination of Executive’s employment and, in any event, at the Company’s request. Executive
further agrees that any property situated on the premises of, and owned by, the Company or its Affiliates, including disks and other storage media, filing cabinets,
or other work areas, is subject to inspection by the Company’s personnel at any time with or without notice.
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(c) Executive understands that nothing contained in this Agreement limits Executive’s ability to file a charge or complaint with the Securities
and Exchange Commission (“ SEC ”). Executive further understands that this Agreement does not limit Executive’s ability to communicate with the SEC or
otherwise participate in any investigation or proceeding that may be conducted by the SEC, including providing documents or other information, without notice to
the Company. This Agreement does not limit Executive’s right to receive an award for information provided to the SEC. This Section 6(c) applies only for the
period of time that the Company is subject to the Dodd-Frank Act.

(d) “ Confidential Information ” means any and all information of the Company and its Affiliates that is not generally known by others with
whom they compete or do business, or with whom any of them plans to compete or do business and any and all information, publicly known in whole or in part or
not, which, if disclosed by the Company or its Affiliates would assist in competition against them. Confidential Information includes, without limitation, such
information relating to (i) the development, research, testing, manufacturing, marketing and financial activities of the Company and its Affiliates, (ii) all products
planned, researched, developed, tested, manufactured, sold, licensed, leased or otherwise distributed or put into use by the Company and its Affiliates, together with
all services provided or planned by the Company or any of its Affiliates, during Executive’s employment, (iii) the costs, sources of supply, financial performance
and strategic plans of the Company and its Affiliates, (iv) the identity and special needs of the customers of the Company and its Affiliates and (v) the people and
organizations with whom the Company and its Affiliates have business relationships and those relationships. Confidential Information also includes any
information that the Company or any of its Affiliates have received, or may receive hereafter, belonging to customers or others with any understanding, express or
implied, that the information would not be disclosed.

7. Restricted Activities. Executive agrees that some restrictions on Executive’s activities during and after Executive’s employment are necessary to
protect the goodwill, Confidential Information, and other legitimate interests of the Company and its Affiliates. Following the Effective Date, the Company will
provide Executive with access to and knowledge of Confidential Information and trade secrets and will place Executive in a position of trust and confidence with
the Company, and Executive will benefit from the Company’s goodwill. The restrictive covenants below are necessary to protect the Company’s legitimate
business interests in its Confidential Information, trade secrets and goodwill. Executive further understands and acknowledges that the Company’s ability to reserve
these for the exclusive knowledge and use of the Company is of great competitive importance and commercial value to the Company and that the Company would
be irreparably harmed if Executive violates the restrictive covenants below. In recognition of the consideration provided to Executive as well as the imparting to
Executive of Confidential Information, including trade secrets, and for other good and valuable consideration, Executive hereby agrees as follows:

(a) While Executive is employed by the Company and for twenty-four (24) months after Executive’s employment terminates for any reason,
whether before or after the
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Expiration Date (in the aggregate, the “ Non-Competition Period ”), Executive shall not, directly or indirectly, whether as owner, partner, investor (other than a
passive investor of less than 5% in a publicly traded company), consultant, agent, employee, co-venturer, or otherwise, (i) compete with the business of the
Company or any of its subsidiaries in any location where the Company or its subsidiaries conducts business (a “ Competitive Business ”) or (ii) undertake any
planning for any Competitive Business. With respect to the portion of the Non-Competition Period that follows Executive’s termination of employment, the
determination of whether a business is a Competitive Business shall be made based on the scope and location of the businesses conducted or planned to be
conducted by the Company and its subsidiaries as of the date of such termination.

(b) Executive agrees that, during Executive’s employment with the Company, Executive will not undertake any outside activity, whether or
not competitive with the business of the Company or its Affiliates, that would reasonably give rise to a conflict of interest or otherwise interfere with Executive’s
duties and obligations to the Company or any of its Affiliates.

(c) Executive further agrees that, during the Non-Competition Period, Executive will not solicit, hire, or attempt to solicit or hire any
employee of the Company or any of its Affiliates (or any individual who was employed by the Company or any of its Affiliates during the one (1) year period prior
to Executive’s termination), assist in such hiring by any Person, encourage any such employee to terminate his or her relationship with the Company or any of its
Affiliates, or solicit or encourage any customer, client, or vendor of the Company or any of its Affiliates to terminate or diminish its relationship with them, or, in
the case of a customer, to conduct with any Person any business or activity which such customer conducts with the Company or any of its Affiliates.

(d) Executive shall not, whether in writing or orally, malign, denigrate, or disparage the Company or its Affiliates, or their respective
predecessors and successors, or any of the current or former directors, officers, employees, shareholders, partners, members, agents, or representatives of any of the
foregoing, with respect to any of their respective past or present activities, or otherwise publish (whether in writing or orally) statements that tend to portray any of
the aforementioned parties in an unfavorable light. The Company shall direct its directors and officers not to, whether in writing or orally, malign, denigrate, or
disparage Executive with respect to any of Executive’s past or present activities, or otherwise publish (whether in writing or orally) statements that are intended to
portray Executive in an unfavorable light.

(e) Executive’s and the Company’s obligations under this Section 7 , as applicable, shall continue beyond the termination of Executive’s
employment with the Company.

8. Notification Requirement. Through and up to the conclusion of the Non-Competition Period, Executive shall give notice to the Company of each
new business activity he plans to undertake, at least seven (7) days prior to beginning any such activity. Such notice shall state the name and address of the Person
for whom such activity is undertaken and the nature of Executive’s business relationship(s) and position(s) with such Person.
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9. Intellectual Property Rights . (a) Executive agrees that the results and proceeds of Executive’s services for the Company (including, but not
limited to, any trade secrets, products, services, processes, know-how, designs, developments, innovations, analyses, drawings, reports, techniques, formulas,
methods, developmental or experimental work, improvements, discoveries, inventions, ideas, source and object codes, programs, writing and other works of
authorship) resulting from services performed while an employee of the Company and any works in progress, whether or not patentable or registrable under
copyright or similar statutes, that were made, developed, conceived, or reduced to practice or learned by Executive, either alone or jointly with others (collectively,
“ Inventions ”), shall be works-made-for-hire and the Company shall be deemed the sole owner throughout the universe of any and all trade secret, patent,
copyright, and other intellectual property rights (collectively, “ Proprietary Rights ”) of whatsoever nature therein, whether or not now or hereafter known, existing,
contemplated, recognized, or developed, with the right to use the same in perpetuity in any manner the Company determines in its sole discretion, without any
further payment to Executive whatsoever. If, for any reason, any of such results and proceeds shall not legally be a work-made-for-hire and/or there are any
Proprietary Rights which do not accrue to the Company under the immediately preceding sentence, then Executive hereby irrevocably assigns and agrees to assign
any and all of Executive’s right, title, and interest thereto, including any and all Proprietary Rights of whatsoever nature therein, whether or not now or hereafter
known, existing, contemplated, recognized, or developed, to the Company, and the Company shall have the right to use the same in perpetuity throughout the
universe in any manner determined by the Company without any further payment to Executive whatsoever. As to any Invention that Executive is required to assign,
Executive shall promptly and fully disclose to the Company all information known to Executive concerning such Invention.

(b) Executive agrees that, from time to time, as may be requested by the Company and at the Company’s sole cost and expense, Executive
shall do any and all things that the Company may reasonably deem useful or desirable to establish or document the Company’s exclusive ownership throughout the
United States of America or any other country of any and all Proprietary Rights in any such Inventions, including the execution of appropriate copyright and patent
applications or assignments. To the extent that Executive has any Proprietary Rights in the Inventions that cannot be assigned in the manner described above,
Executive unconditionally and irrevocably waives the enforcement of such Proprietary Rights. This Section 9(b) is subject to and shall not be deemed to limit,
restrict, or constitute any waiver by the Company of any Proprietary Rights of ownership to which the Company may be entitled by operation of law by virtue of
the Company’s being Executive’s employer. Executive shall execute, verify, and deliver such documents and perform such other acts (including appearances as a
witness) as the Company may reasonably request for use in applying for, obtaining, perfecting, evidencing, sustaining, and enforcing such Proprietary Rights and
the assignment thereof. In addition, Executive shall execute, verify, and deliver assignments of such Proprietary Rights to the Company or its designees.
Executive’s obligations under this Section 9 shall continue beyond the termination of Executive’s employment with the Company.
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(c) Executive hereby waives and quitclaims to the Company any and all claims, of any nature whatsoever, that Executive now or may
hereafter have for infringement of any Proprietary Rights assigned hereunder to the Company.

10. Remedies and Injunctive Relief. Executive acknowledges that a violation by Executive of any of the covenants contained in Sections 6 , 7 , 8 , or
9 would cause irreparable damage to the Company in an amount that would be material but not readily ascertainable, and that any remedy at law (including the
payment of damages) would be inadequate. Accordingly, Executive agrees that, notwithstanding any provision of this Agreement to the contrary, the Company
shall be entitled (without the necessity of showing economic loss or other actual damage) to injunctive relief (including temporary restraining orders, preliminary
injunctions, and permanent injunctions) in any court of competent jurisdiction for any actual or threatened breach of any of the covenants set forth in Sections 6 , 7 ,
8 , or 9 in addition to any other legal or equitable remedies it may have. The preceding sentence shall not be construed as a waiver of the rights that the Company
may have for damages under this Agreement or otherwise, and all of the Company’s rights shall be unrestricted.

11. Representations; Advice of Counsel. (a) Executive represents, warrants, and covenants that as of the date hereof: (i) Executive has the full right,
authority, and capacity to enter into this Agreement and perform Executive’s obligations hereunder, (ii) Executive is not bound by any agreement that conflicts with
or prevents or restricts the full performance of Executive’s duties and obligations to the Company hereunder during or after the Term, and (iii) the execution and
delivery of this Agreement shall not result in any breach or violation of, or a default under, any existing obligation, commitment, or agreement to which Executive
is subject.

(b) Prior to execution of this Agreement, Executive was advised by the Company of Executive’s right to seek independent advice from an
attorney of Executive’s own selection regarding this Agreement. Executive acknowledges that Executive has entered into this Agreement knowingly and
voluntarily and with full knowledge and understanding of the provisions of this Agreement after being given the opportunity to consult with counsel. Executive
further represents that in entering into this Agreement, Executive is not relying on any statements or representations made by any of the Company’s directors,
officers, employees, or agents that are not expressly set forth herein, and that Executive is relying only upon Executive’s own judgment and any advice provided by
Executive’s attorney.

(c) The Company represents, warrants, and covenants that as of the date hereof: (i) the Company has the full right, authority, and capacity to
enter into this Agreement and perform the Company’s obligations hereunder, (ii) the Company is not bound by any agreement that conflicts with or prevents or
restricts the full performance of the Company’s obligations to Executive hereunder during or after the Term, and (iii) the execution and delivery of this Agreement
shall not result in any breach or violation of, or a default under, any existing obligation, commitment, or agreement to which the Company is subject.

12. Cooperation. Executive agrees that, upon reasonable notice and without the necessity of the Company’s obtaining a subpoena or court order,
Executive shall provide reasonable cooperation in connection with any suit, action, or proceeding (or any appeal from any
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suit, action, or proceeding), and any investigation or defense of any claims asserted against the Company or its Affiliates, that relates to events occurring during
Executive’s employment with the Company and its Affiliates as to which Executive may have relevant information (including but not limited to furnishing relevant
information and materials to the Company or its designee and providing testimony at depositions and at trial); provided , that with respect to such cooperation
occurring following termination of employment, the Company shall reimburse Executive for expenses reasonably incurred in connection therewith.

13. Withholding. The Company may deduct and withhold from any amounts payable under this Agreement such federal, state, local, non-U.S., and
other taxes as are required to be withheld pursuant to any applicable law or regulation.

14. Assignment. Neither the Company nor Executive may make any assignment of this Agreement or any interest herein, by operation of law or
otherwise, without the prior written consent of the other party; provided , that the Company may assign its rights under this Agreement without the consent of
Executive to a successor to substantially all of the business of the Company in the event that the Company shall effect a reorganization, consolidate with or merge
into any other corporation, partnership, organization, or other entity, or transfer all or substantially all of its properties or assets to any other corporation,
partnership, organization, or other entity. This Agreement shall inure to the benefit of and be binding upon the Company and Executive, and their respective
successors, executors, administrators, heirs, and permitted assigns.

15. Governing Law; No Construction Against Drafter. This Agreement shall be deemed made in the State of Delaware, and the validity,
interpretation, construction, and performance of this Agreement in all respects shall be governed by the laws of the State of Delaware without regard to its
principles of conflicts of law. No provision of this Agreement or any related document will be construed against or interpreted to the disadvantage of any party
hereto by any court or other governmental or judicial authority by reason of such party’s having or being deemed to have structured or drafted such provision.

16. Consent to Jurisdiction; Waiver of Jury Trial. (a) Except as otherwise specifically provided herein, Executive and the Company each hereby
irrevocably submit to the exclusive jurisdiction of the federal courts located within the State of Delaware (or, if subject matter jurisdiction in such courts are not
available, in any state court located within the State of Delaware) over any dispute arising out of or relating to this Agreement. Except as otherwise specifically
provided in this Agreement, the parties undertake not to commence any suit, action or proceeding arising out of or relating to this Agreement in a forum other than
a forum described in this Section 16(a) ; provided , however , that nothing herein shall preclude either party from bringing any suit, action, or proceeding in any
other court for the purpose of enforcing the provisions of this Section 16 or enforcing any judgment obtained by either party.

(b) The agreement of the parties to the forum described in Section 16(a) is independent of the law that may be applied in any suit, action, or
proceeding, and the parties agree to such forum even if such forum may under applicable law choose to apply non-forum law. The parties hereby waive, to the
fullest extent permitted by applicable law, any objection which they now or hereafter have to personal jurisdiction or to the laying of venue of
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any such suit, action, or proceeding brought in an applicable court described in Section 16(a) , and the parties agree that they shall not attempt to deny or defeat
such personal jurisdiction by motion or other request for leave from any such court. The parties agree that, to the fullest extent permitted by applicable law, a final
and non-appealable judgment in any suit, action, or proceeding brought in any applicable court described in Section 16(a) shall be conclusive and binding upon the
parties and may be enforced in any other jurisdiction.

(c) The parties hereto irrevocably consent to the service of any and all process in any suit, action, or proceeding arising out of or relating to
this Agreement by the mailing of copies of such process to such party at such party’s address specified in Section 20 .

(d) Each party hereto hereby waives, to the fullest extent permitted by applicable law, any right it may have to a trial by jury in respect of any
suit, action, or proceeding arising out of or relating to this Agreement. Each party hereto (i) certifies that no representative, agent, or attorney of any other party has
represented, expressly or otherwise, that such party would not, in the event of any action, suit, or proceeding, seek to enforce the foregoing waiver, and
(ii) acknowledges that it and the other party hereto has been induced to enter into this Agreement by, among other things, the mutual waiver and certifications in
this Section 16(d) .

(e) Each party shall bear his or her or its own costs and expenses (including reasonable attorneys’ fees and expenses) incurred in connection
with any dispute arising out of or relating to this Agreement.

17. Amendment; No Waiver; Severability. (a) No provisions of this Agreement may be amended, modified, waived, or discharged except by a
written document signed by Executive and a duly authorized officer of the Company (other than Executive). The failure of a party to insist upon strict adherence to
any term of this Agreement on any occasion shall not be considered a waiver of such party’s rights or deprive such party of the right thereafter to insist upon strict
adherence to that term or any other term of this Agreement. No failure or delay by either party in exercising any right or power hereunder will operate as a waiver
thereof, nor will any single or partial exercise of any such right or power, or any abandonment of any steps to enforce such a right or power, preclude any other or
further exercise thereof or the exercise of any other right or power.

(b) If any term or provision of this Agreement is invalid, illegal, or incapable of being enforced by any applicable law or public policy, all
other conditions and provisions of this Agreement shall nonetheless remain in full force and effect so long as the economic and legal substance of the transactions
contemplated by this Agreement is not affected in any manner materially adverse to any party; provided , that in the event that any court of competent jurisdiction
shall finally hold in a non-appealable judicial determination that any provision of Sections 6 through 10 (whether in whole or in part) is void or constitutes an
unreasonable restriction against Executive, such provision shall not be rendered void but shall be deemed modified to the minimum extent necessary to make such
provision enforceable for the longest duration and the greatest scope as such court may determine constitutes a reasonable restriction under the circumstances.
Subject to the foregoing, upon such determination that any term or other provision is invalid, illegal, or incapable of being enforced, the parties hereto shall
negotiate in good faith to modify this Agreement so as to effect the original intent of the parties as closely as possible in a mutually acceptable manner in order that
the transactions contemplated hereby be consummated as originally contemplated to the fullest extent possible.
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18. Entire Agreement. This Agreement constitutes the entire agreement and understanding between the Company and Executive with respect to the
subject matter hereof and supersedes all prior agreements and understandings (whether written or oral), between Executive and the Company, relating to such
subject matter. None of the parties shall be liable or bound to any other party in any manner by any representations and warranties or covenants relating to such
subject matter except as specifically set forth herein.

19. Survival. The rights and obligations of the parties under the provisions of this Agreement shall survive, and remain binding and enforceable,
notwithstanding the expiration of the Term, the termination of this Agreement, the termination of Executive’s employment hereunder or any settlement of the
financial rights and obligations arising from Executive’s employment hereunder, to the extent necessary to preserve the intended benefits of such provisions.

20. Notices. All notices or other communications required or permitted to be given hereunder shall be in writing and shall be delivered by hand or sent
by facsimile or sent, postage prepaid, by registered, certified, or express mail or overnight courier service and shall be deemed given when so delivered by hand or
facsimile, or if mailed, three days after mailing (one (1) business day in the case of express mail or overnight courier service) to the parties at the following
addresses or facsimiles (or at such other address for a party as shall be specified by like notice):
 

If to the Company:

  

TCEH Corp.
Attn: Corporate Secretary
1601 Bryan Street
Dallas, TX 75201

If to Executive:   At the most recent address on file in the Company’s records.

Notices delivered by facsimile shall have the same legal effect as if such notice had been delivered in person.

21. Headings and References. The headings of this Agreement are inserted for convenience only, and neither constitute a part of this Agreement nor
affect in any way the meaning or interpretation of this Agreement. When a reference in this Agreement is made to a Section, such reference shall be to a Section of
this Agreement unless otherwise indicated.

22. Counterparts. This Agreement may be executed in one or more counterparts (including via facsimile and electronic image scan (.pdf)), each of
which shall be deemed to be an original, but all of which together shall constitute one and the same instrument and shall become effective when one or more
counterparts have been signed by each of the parties and delivered to the other parties.
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23. Section 409A. (a) For purposes of this Agreement, “ Section 409A ” means Section 409A of the Code, and the Treasury Regulations promulgated
thereunder (and such other Treasury or Internal Revenue Service guidance) as in effect from time to time. The parties intend that any amounts payable hereunder
that could constitute “deferred compensation” within the meaning of Section 409A will be compliant with Section 409A or exempt from Section 409A.

(b) Notwithstanding anything in this Agreement to the contrary, the following special rule shall apply, if and to the extent required by
Section 409A, in the event that (i) Executive is deemed to be a “specified employee” within the meaning of Code Section 409A(a)(2)(B)(i) (as determined in
accordance with the methodology established by the Company as in effect on the date of Executive’s “separation from service” (within the meaning of Treasury
Regulations § 1.409A-1(h)), (ii) amounts or benefits under this Agreement or any other program, plan, or arrangement of the Company or a controlled group
affiliate thereof are due or payable on account of separation from service, and (iii) Executive is employed by a public company or a controlled group affiliate
thereof: payments hereunder that are “deferred compensation” subject to Section 409A that would be made to Executive prior to the date that is six (6) months after
the date of Executive’s separation from service shall be made within 10 business days after such six (6) month date or, if earlier, ten (10) days following the date of
Executive’s death; following any applicable delay, all such delayed payments, without interest will be paid in a single lump sum on the earliest permissible
payment date.

(c) Except to the extent required to be delayed pursuant to Section 23(b) , any payment or benefit due or payable on account of Executive’s
separation from service to which this Section 23(c) applies shall be paid or commence, as applicable, upon the first scheduled payroll date immediately after the
date the Release Condition is satisfied (the “ Release Effective Date ”); provided that, to the extent that such payment or benefit represents a “deferral of
compensation” within the meaning of Section 409A and the sixty (60) day period following Executive’s separation from service spans two (2) taxable years,
payment shall not be made or commence prior to January 1 of the second taxable year. The first such cash payment shall include payment of all amounts that
otherwise would have been due prior to the Release Effective Date under the terms of this Agreement applied as though such payments commenced immediately
upon Executive’s termination of employment, and any payments made thereafter shall continue as provided herein. The delayed benefits shall in any event expire at
the time such benefits would have expired had such benefits commenced immediately following Executive’s termination of employment.

(d) Each payment made under this Agreement (including each separate installment payment in the case of a series of installment payments)
shall be deemed to be a separate payment for purposes of Section 409A. Amounts payable under this Agreement shall be deemed not to be a “deferral of
compensation” subject to Section 409A to the extent provided in the exceptions in Treasury Regulations §§ 1.409A-1(b)(4) (“short-term deferrals”) and (b)(9)
(“separation pay plans,” including the exception under subparagraph (iii)) and other applicable provisions of Section 409A, and shall be paid under any such
exception to the maximum extent permitted. For purposes of this Agreement, with respect to payments of any amounts that are considered to be “deferred
compensation” subject to Section 409A, references to “termination of employment,” “termination,” or words and phrases of similar import, shall be deemed to refer
to Executive’s “separation from service” as defined in Section 409A, and shall be interpreted and applied in a manner that is consistent with the requirements of
Section 409A. In no event may Executive, directly or indirectly, designate the calendar year of any payment under this Agreement.
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(e) Notwithstanding anything to the contrary in this Agreement, any payment or benefit under this Agreement or otherwise that is eligible for
exemption from Section 409A pursuant to Treasury Regulation § 1.409A-1(b)(9)(v)(A) or (C) (relating to certain reimbursements and in-kind benefits) shall be
paid or provided to Executive only to the extent that the expenses are not incurred, or the benefits are not provided, beyond the last day of the second calendar year
following the calendar year in which Executive’s “separation from service” occurs; and provided , further , that such expenses are reimbursed no later than the last
day of the second calendar year following the calendar year in which Executive’s “separation from service” occurs. To the extent that any indemnification payment,
expense reimbursement, or provision of any in-kind benefit is determined to be subject to Section 409A (and not exempt pursuant to the prior sentence or
otherwise), the amount of any such indemnification payment or expenses eligible for reimbursement, or the provision of any in-kind benefit, in one (1) calendar
year shall not affect the indemnification payment or provision of in-kind benefits or expenses eligible for reimbursement in any other calendar year (except for any
lifetime or other aggregate limitation applicable to medical expenses to the extent permitted by Section 409A), such indemnification, reimbursement, or in-kind
benefits shall be provided for the period set forth in this Agreement, or if no such period is set forth, during Executive’s lifetime, in no event shall any
indemnification payment or expenses be reimbursed after the last day of the calendar year following the calendar year in which Executive incurred such
indemnification payment or expenses, and in no event shall any right to indemnification payment or reimbursement or the provision of any in-kind benefit be
subject to liquidation or exchange for another benefit.
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IN WITNESS WHEREOF, this Agreement has been duly executed by the parties as of the date first written above.
 

TCEH Corp.

By:  /s/ Carrie Lee Kirby
Name:  Carrie Lee Kirby
Title:

 
Executive Vice President and Chief Administrative
Officer

 
SARA GRAZIANO

/s/ Sara Graziano

[Signature
Page
to
Employment
Agreement]



Exhibit A
 
OIP:   Equity awards to be subject to the terms of the Company’s Omnibus Incentive Plan.

Initial Equity Award:

  

Upon or as soon as practicable after the Effective Date, the Company will award Executive restricted stock units and stock
options to purchase shares of the Company’s common stock, with an aggregate grant date fair market value as determined
by the Board for accounting purposes of $1,200,000. Such restricted stock units or stock options, as applicable, to vest
ratably over 4 years (25% each year). Allocation between restricted stock units and stock options to be determined by the
Board.

Annual Equity Awards:

  

Following the first anniversary of the Effective Date, Executive will be granted annual equity awards in an amount
determined by the Board. Such awards may be in the form of options, restricted stock units, performance shares, or any
other form as approved by the Board.

Involuntary Termination
Without Cause / Resignation for
Good Reason / Non-Renewal of
Term by the Company:

  

Subject to delivery (and non-revocation) of the Release and continued compliance with Sections 6 and 7 of this Agreement,
accelerated vesting of the portion of Executive’s outstanding equity awards that would have vested in the 12 months
following termination had Executive remained employed (fully vested options to remain exercisable for 90 days following
termination or, if Executive is subject Section 16 of the Exchange Act as of such Termination, 180 days from the date of
such termination (or until the option’s regular expiration date, if shorter)).

Termination with Cause /
Resignation Without Good
Reason / Non-Renewal of the
Term by Executive   

All options and other outstanding awards (unvested and vested) are forfeited upon a termination for Cause. On any other
termination, Executive will retain all vested awards (forfeits unvested), and vested options remain exercisable for 30 days
following termination or, if Executive is subject Section 16 of the Exchange Act as of such Termination, 180 days from the
date of such termination (or until the option’s regular expiration date, if shorter).

Death / Disability

  

Accelerated vesting of the portion of Executive’s equity awards that would have vested in the 12 months following
termination had he remained employed (fully vested options to remain exercisable for one year following termination (or
until the option’s regular expiration date, if shorter)).

Involuntary Termination
Without Cause / Resignation for
Good Reason / Non-Renewal of
Term by the Company Following
a Change in Control:   

All equity awards that were outstanding at the time of the Change in Control will vest upon such termination.



Exhibit B

Release of Claims

As used in this Release of Claims (this “ Release ”), the term “claims” will include all claims, covenants, warranties, promises, undertakings, actions, suits,
causes of action, proceedings, obligations, debts, accounts, attorneys’ fees, judgments, losses, and liabilities, of whatsoever kind or nature, in law, in equity, or
otherwise. Capitalized terms used but not defined in this Release will have the meanings given to them in the employment agreement dated October 4, 2016
between TCEH Corp. (the “ Company ”) and Sara Graziano (my “ Employment Agreement ”).

For and in consideration of the severance payments and benefits, and other good and valuable consideration, I, for and on behalf of myself and my executors,
heirs, administrators, representatives, and assigns, hereby agree to release and forever discharge the Company and each of its direct and indirect parent and
subsidiary entities, and all of their respective predecessors, successors, and past, current, and future parent entities, affiliates, subsidiary entities, investors,
directors, shareholders, members, officers, general or limited partners, employees, attorneys, agents, and representatives, and the employee benefit plans in which I
am or have been a participant by virtue of my employment with or service to the Company (collectively, the “ Company Releasees ”), from any and all claims that I
have or may have had against the Company Releasees based on any events or circumstances arising or occurring on or prior to the date hereof and arising directly
or indirectly out of, relating to, or in any other way involving in any manner whatsoever my employment by or service to the Company or the termination thereof,
including without limitation any and all claims arising under federal, state, or local laws relating to employment, including without limitation claims of wrongful
discharge, breach of express or implied contract, fraud, misrepresentation, defamation, intentional infliction of emotional distress, whistleblowing, or liability in
tort, and claims of any kind that may be brought in any court or administrative agency, and any related claims for attorneys’ fees and costs, including, without
limitation, claims under Title VII of the Civil Rights Act of 1964, as amended, 42 U.S.C. Section 2000, et seq.; the Americans with Disabilities Act, as amended,
42 U.S.C. § 12101 et seq.; the Rehabilitation Act of 1973, as amended, 29 U.S.C. § 701 et seq.; the Civil Rights Act of 1866, and the Civil Rights Act of 1991; 42
U.S.C. Section 1981, et seq.; the Age Discrimination in Employment Act, as amended, 29 U.S.C. Section 621, et seq. (the “ ADEA ”); the Equal Pay Act, as
amended, 29 U.S.C. Section 206(d); regulations of the Office of Federal Contract Compliance, 41 C.F.R. Section 60, et seq.; the Family and Medical Leave Act, as
amended, 29 U.S.C. § 2601 et seq.; the Fair Labor Standards Act of 1938, as amended, 29 U.S.C. § 201 et seq.; the Employee Retirement Income Security Act, as
amended, 29 U.S.C. § 1001 et seq.; and any similar state or local law. I agree further that this Release may be pleaded as a full defense to any action, suit,
arbitration, or other proceeding covered by the terms hereof that is or may be initiated, prosecuted, or maintained by me or my descendants, dependents, heirs,
executors, administrators, or assigns. By signing this Release, I acknowledge that I intend to waive and release all rights known or unknown that I may have against
the Company Releasees under these and any other laws.

I acknowledge and agree that as of the date I execute this Release, I have no knowledge of any facts or circumstances that give rise or could give rise to any
claims under any of the laws
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listed in the preceding paragraph and that I have not filed any claim against any of the Releasees before any local, state, federal, or foreign agency, court, arbitrator,
mediator, arbitration or mediation panel, or other body (each individually a “ Proceeding ”). I (i) acknowledge that I will not initiate or cause to be initiated on my
behalf any Proceeding and will not participate in any Proceeding, in each case, except as required by law or to the extent such Proceeding relates to a claim not
waived hereunder; and (ii) waive any right that I may have to benefit in any manner from any relief (whether monetary or otherwise) arising out of any Proceeding,
including any Proceeding conducted by the Equal Employment Opportunity Commission (“ EEOC ”), except in each case to the extent such Proceeding relates to a
claim not waived hereunder. Further, I understand that, by executing this Release, I will be limiting the availability of certain remedies that I may have against the
Company and limiting also my ability to pursue certain claims against the Company Releasees.

By executing this Release, I specifically release all claims relating to my employment and its termination under ADEA, a federal statute that, among other
things, prohibits discrimination on the basis of age in employment and employee benefit plans.

Notwithstanding the generality of the foregoing, I do not release (i) claims to receive my severance payments and benefits in accordance with the terms of
the Employment Agreement, (ii) claims with respect to benefits to which I am entitled under the employee benefit and compensation plans of the Company and its
affiliates, including any rights to equity, (iii) claims to indemnification, or (iv) claims that cannot be waived by law. Further, nothing in this Release shall prevent
me from (i) initiating or causing to be initiated on my behalf any claim against the Company before any local, state, or federal agency, court, or other body
challenging the validity of the waiver of my claims under the ADEA (but no other portion of such waiver); or (ii) initiating or participating in an investigation or
proceeding conducted by the EEOC.

I acknowledge that I have been given at least [21]/[45] 1 days in which to consider this Release. I acknowledge further that the Company has advised me to
consult with an attorney of my choice before signing this Release, and I have had sufficient time to consider the terms of this Release. I represent and acknowledge
that if I execute this Release before [21]/[45] days have elapsed, I do so knowingly, voluntarily, and upon the advice and with the approval of my legal counsel (if
any), and that I voluntarily waive any remaining consideration period.

I understand that after executing this Release, I have the right to revoke it within seven days after its execution. I understand that this Release will not
become effective and enforceable unless the seven-day revocation period passes and I do not revoke the Release in writing. I understand that this Release may not
be revoked after the seven-day revocation period has passed. I understand also that any revocation of this Release must be made in writing and delivered to the
Company at its principal place of business within the seven-day period.

This Release will become effective, irrevocable, and binding on the eighth day after its execution, so long as I have not timely revoked it as set forth above. I
understand and acknowledge that I will not be entitled to the severance payments and benefits unless this Release is effective on or before the date that is sixty
(60) days following the date of my termination of employment.
 
1  NTD : To be selected based on whether applicable termination was “in connection with an exit incentive or other employment termination program” (as such

phrase is defined in the Age Discrimination in Employment Act of 1967).



I hereby agree to waive any and all claims to re-employment with the Company or any of its affiliates and affirmatively agree not to seek further
employment with the Company or any of its affiliates.

The provisions of this Release will be binding upon my heirs, executors, administrators, legal representatives, and assigns. If any provision of this Release
will be held by any court of competent jurisdiction to be illegal, void, or unenforceable, such provision will be of no force or effect. The illegality or
unenforceability of such provision, however, will have no effect upon and will not impair the enforceability of any other provision of this Release.

This Release will be governed in accordance with the laws of the State of Delaware, without reference to the principles of conflicts of law. Any dispute or
claim arising out of or relating to this Release or claim of breach hereof will be brought exclusively in the federal and state courts located within Delaware. By
execution of this Release, I am waiving any right to trial by jury in connection with any suit, action, or proceeding under or in connection with this Release.
 

 
 

Sara Graziano

 
 

DATE



Exhibit 10.24

GENERAL RELEASE AGREEMENT

This General Release Agreement (this “ Agreement ”) is entered into as of January 31, 2017, by and between Michael Liebelson (the “ Director ”) and Vistra
Energy Corp. (the “ Company ”) and sets forth the terms of the Director’s eligibility for certain compensation and benefits upon his resignation from the
Company’s board of directors (the “ Board ”) and its Compensation Committee (the “ Compensation Committee ”), in exchange for the Director’s agreements
herein.

RECITALS

WHEREAS, effective as of October 3, 2016, the Director was appointed to serve as a member of the Board for a two-year term, and the Director
subsequently was appointed to serve as a member of the Compensation Committee; and

WHEREAS, Director has tendered his resignation from the Board and the Compensation Committee effective as of the date of this Agreement.

AGREEMENTS

NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth herein, and for other good and valuable consideration, the
sufficiency of which is hereby acknowledged, the parties hereto agree as follows:
 

 1. Mutual
Release
.
 

 

a. Release of Company by Director . For good and valuable consideration, including the Company’s provision of certain compensation
and related benefits in accordance with paragraph 4 below, and subject to the exceptions in paragraph 2 below, the Director,
individually and on behalf of his spouse, heirs, successors and assigns (the “ Associated Parties ”), hereby expressly, unconditionally,
irrevocably and completely releases, discharges and forever acquits the Company, all of its affiliates and subsidiaries, the past, present
and future stockholders, members, partners, directors, managers, employees, agents, attorneys, heirs, legal representatives, and
successors and assigns of the foregoing (collectively, the “ Company Released Parties ”), from liability for, and hereby waives, any and
all claims, demands, liabilities, obligations, agreements, rights, damages, debts or causes of action of any kind or nature, including past,
present or future, contingent or unconditional, fixed or variable, unknown or undisclosed (“ Claims ”), that the Director or any
Associated Party may now have or may have in the future against any Company Released Party related to the Director’s service as a
member of the Board or the Compensation Committee, the termination of such service, and any other acts or omissions related to any
matter on or prior to the
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date of this Agreement (collectively, the “Director Released Claims ”). This Agreement is not intended to indicate that any claims that
would constitute Director Released Claims hereunder exist or that, if they do exist, they are meritorious. Rather, the Director is simply
agreeing that, in exchange for the consideration recited in paragraph 4 of this Agreement, and subject to the exceptions in paragraph 2
below, any and all Director Released Claims that the Director may have against any Company Released Party, regardless of whether
they actually exist, are expressly settled, compromised and waived. Nothing in this Agreement shall be construed as an admission of
wrongdoing or liability on the part of any of the Company Released Parties.

 

 

b. Release of Director by Company . To the extent permitted by the Delaware General Corporation Law and subject to the exclusions set
forth in this paragraph, the Company, on behalf of itself and the Company Released Parties, hereby expressly, unconditionally,
irrevocably, and completely releases, discharges and agrees to indemnify and hold harmless Director, MSL Energy LLC, and Director’s
spouse, heirs, affiliates, successors, and assigns (the “ Director Released Parties ”) from any and all Claims that the Company or any
Company Released Parties may now have or may have in the future against any Director Released Party arising out of Director’s
service as a member of the Board or the Compensation Committee, and any other acts or omissions related to any matter on or prior to
the date of this Agreement (the “ Company Released Claims ”). The Company Released Claims do not include any claims for which
Director would not be entitled to indemnification under the Indemnification Agreement (as defined below). The Company
acknowledges that it is not aware of any such conduct as of the execution of this Agreement.

 

 2. Exclusions
from
Released
Claims
. In no event shall the Director Released Claims include:
 

 

a. claims for indemnification pursuant to (i) the Director’s Indemnification Agreement, dated October 3, 2016 (the “ Indemnification
Agreement ”), which shall remain in full force and effect in accordance with its terms, unmodified by this Agreement, or (ii) the
Company’s certificate of incorporation and bylaws (as the same may be amended from time to time), which provide for the
indemnification of the members of the Board;

 

 b. claims for the compensation or benefits to be provided by the Company pursuant to this Agreement; or
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 c. rights or claims that may arise after the date this Agreement is executed.
 

 3. Covenant
Not
to
Sue
.
 

 a. The Director agrees not to bring or join any lawsuit or other proceeding against any of the Company Released Parties in any agency or
court or before any arbitral or similar authority with respect to any Director Released Claims.

 

 b. The Company agrees not to bring or join any lawsuit or other proceeding against any of the Director Released Parties in any agency or
court or before any arbitral or similar authority with respect to any Company Released Claims.

 

 4. Compensation
and
Benefits
. The Company shall provide the following compensation and benefits to the Director:
 

 

a. a one-time, lump-sum cash payment of $266,250.00, payable within twenty days of the date of this Agreement, which amount
represents the sum of the Director’s annual and committee retainers for the period from April 1, 2017 through December 31, 2018, plus
$100,000.00 cash in lieu of equity awards to which the Director would otherwise have been entitled for service to the Board during
2018; and

 

 b. full vesting of all 7,169 restricted stock units granted to the Director according to his Restricted Stock Unit Agreement Pursuant to the
2016 Omnibus Incentive Plan, dated November 30, 2016, with such vesting to be effective as of the date of this Agreement.

In addition to the compensation and benefits above, the Company shall reimburse Director for any outstanding costs and expenses incurred by
Director in the performance of his duties for the Company prior to his resignation, and for reasonable legal fees actually incurred by Director related to
this Agreement not to exceed $5000. Except as specifically set forth herein, the Director will not be entitled to any further compensation or other
benefits from the Company and will not be eligible for, or entitled to receive benefits under, any other plan, policy, program, or arrangement of the
Company.

 

 5. Non-Disclosure
of
Confidential
Information,
Return
of
Property,
and
Non-Disparagement
.
 

 a. Non-Disclosure of Confidential Information . Director shall not, without the prior written consent of the Company, use, divulge,
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disclose or make accessible to any other person, firm, partnership, corporation or other entity any Confidential Information pertaining to
the business of the Company or any of its affiliates, except as required by law. For purposes of this section, “Confidential Information”
shall mean information: (i) disclosed to or known by Director as a consequence of or through his service on the Board or the
Compensation Committee; (ii) not publicly available or generally known outside the Company or any affiliate other than by Director’s
breach of the terms hereof; and (iii) that relates to the business and/or development of the Company or an affiliate. By way of example,
Confidential Information shall include but not be limited to the following: all non-public information or trade secrets of the Company or
any affiliate that gives the Company or its affiliate a competitive business advantage or the opportunity to obtain such advantage, or
disclosure of which might be detrimental to the interests of the Company or an affiliate; information regarding the Company’s or any
affiliate’s business operations, such as financial and sales data, operational information, plans, and strategies; business and marketing
strategies and plans for products and services; information regarding suppliers, consultants, employees and contractors; technical
information concerning products, equipment, services and processes; procurement procedures; pricing and pricing techniques;
information concerning customers, investors, and business affiliates; plans or strategies for expansion or acquisitions; budgets; research;
trading methodologies and terms; organizational structure; personnel information; and the Company’s or an affiliate’s files, physical or
electronic documents, equipment, and proprietary data or material in whatever form, including all copies of such materials. Director
acknowledges that the Confidential Information of the Company is valuable, special and unique to its business and is information on
which such business depends, is proprietary to the Company, and that the Company wishes to protect such Confidential Information by
keeping it secret and confidential for the sole use and benefit of the Company. Director will take all steps necessary and reasonably
requested by the Company to ensure that all such Confidential Information is kept secret and confidential for the sole use and benefit of
the Company. Nothing herein shall restrict or limit Director’s right to be an employee, consultant, officer, director, investor, partner, or
lender of or otherwise affiliated with other companies or ventures in the Company’s industry or which are competitors of the Company,
as long as Director does not use or disclose any Confidential Information in doing so.

 

 
b. Return of Property . All hard copies of documents containing Confidential Information, including all physical copies thereof, now in

Director’s possession or control shall be left with or forthwith returned by Director to the Company. Director shall use reasonable
efforts to delete from his personal computers and devices any electronic copies of any such documents.
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 c. Non-Disparagement .
 

 

(i) Of
the
Company
. In exchange for the compensation set forth in this Agreement and other valuable consideration, Director agrees
not to make any false or disparaging, negative, unflattering, accusatory, derogatory, or defamatory remarks or references,
whether written or oral, about the Company and/or any of its affiliates in any dealings with third parties (except as expressly
permitted by this Agreement) or otherwise take any action that primarily is designed or intended to have the effect of
discouraging any employee, lessor, licensor, customer, supplier, or other business associate of the Company from maintaining its
business relationships with the Company or any of its affiliates. This paragraph does not preclude Director from testifying under
oath or in response to a valid subpoena. By signing this Agreement, Director agrees and acknowledges that Director is making,
after the opportunity to confer with counsel, a knowing, voluntary and intelligent waiver of rights Director may have to make
disparaging comments regarding the Company and/or its affiliates, including rights under the First Amendment to the United
States Constitution and any other applicable federal and state constitutional rights.

 

 

(ii) Of
Director
. The Company shall not, and shall not cause or allow any of its officers, directors, employees, consultants,
representatives, advisors and agents to, make any false or disparaging, negative, unflattering, accusatory, derogatory, or
defamatory remarks or references, whether written or oral, about the Director, MSL Energy, LLC, or the Director’s family or
affiliates, in any dealings with any third parties, or otherwise take any action that is primarily designed or intended to have the
effect of discouraging any individual, entity, business, firm, or other person from entering into or maintaining a business
relationship with Director or any entity or person affiliated with or controlled by him. This paragraph does not preclude the
Company or any of its officers, directors, employees, consultants, representatives, advisors, or agents from testifying under oath
or in response to a valid subpoena. The Company acknowledges that it is making, after the opportunity to confer with counsel, a
knowing, voluntary and intelligent waiver of rights the Company may have to make disparaging comments regarding Director
and/or his affiliates, including rights under the First Amendment to the United States Constitution and any other applicable
federal and state constitutional rights.
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(iii) Notwithstanding any provision of this Agreement to the contrary, both Director and the Company (including the Board and its
executive officers) may (1) confer in confidence with their legal representatives and make truthful statements as required by law
and (2) make private statements to any of its officers, directors or employees or any of its affiliates. Nothing herein shall prevent
any person from (1) responding publicly to incorrect, disparaging or derogatory public statements to the extent reasonably
necessary to correct or refute such public statement or (2) making truthful statements to the extent (a) necessary with respect to
any litigation, arbitration or mediation involving this Agreement or any other agreement among or between any party hereto or
(b) required by law or by any court, arbitrator, mediator or administrative or legislative body with actual or apparent jurisdiction
to order such person to disclose or make accessible such information.

 

 

6. Director
Representations
. The Director represents that (a) he has not filed any complaints of any kind whatsoever with any local, state, federal, or
governmental agency, court or arbitral or similar authority against any of the Company Released Parties, (b) he has made no assignment of any rights
or claims he may have against any of the Company Released Parties to any person or entity, in each case, with respect to the Director Released
Claims, (c) he has carefully read this agreement, has consulted with counsel of his choosing to the extent he has determined necessary and advisable
and is signing this Agreement voluntarily and of his own free will and (d) this Agreement constitutes a legal, valid and binding obligation of the
Director enforceable against him in accordance with its terms.

 

 

7. Company
Representations
. The Company represents that (a) the execution, delivery and performance of this Agreement by the Company has been
duly authorized by all necessary corporate action, including the approval by the Compensation Committee of the accelerated vesting of restricted stock
units described in paragraph 4(b) above, (b) this Agreement constitutes a legal, valid and binding obligation of the Company enforceable against it in
accordance with its terms, (c) the Company has not filed any complaints of any kind whatsoever with any local, state, federal, or governmental
agency, court or arbitral or similar authority against any of the Director Released Parties, and (d) the Company has made no assignment of any rights
or claims it may have against any of the Director Released Parties to any person or entity, in each case, with respect to the Company Released Claims.
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8. Director
Acknowledgements
. The Director acknowledges and agrees that none of the Company Released Parties has given the Director any financial
planning, tax or similar advice with regard to this Agreement. The Director further acknowledges that the financial, tax and similar effects of the
Director’s decisions relating to this Agreement will depend on the Director’s particular circumstances, that the Director should obtain advice from the
Director’s own financial or tax adviser, and that none of the Company Released Parties is responsible for, or obligated in any way with respect to, the
financial, tax or any other consequences of the Director’s decision to accept the benefits offered under this Agreement.

 

 9. Governing
Law
. This Agreement shall be governed by the internal laws of the State of Delaware, without giving effect to any choice or conflict of law
principles or rules that would cause the application of the laws of any other jurisdiction.

 

 
10. Severability
. If any term, provision, covenant, or restriction of this Agreement is held by a court of competent jurisdiction to be invalid, void, or

unenforceable, the remainder of this Agreement and the other terms, provisions, covenants and restrictions hereof shall remain in full force and effect
and shall in no way be affected, impaired, or invalidated.

 

 11. Amendment
. No modification of this Agreement shall be binding on any of the parties unless it has been mutually agreed to by the parties in a writing
signed by both parties and identified as an amendment to this Agreement.

 

 
12. No
Waiver
. The failure of any party to enforce or require timely compliance with any term or provision of this Agreement shall not be deemed to be a

waiver or relinquishment of rights or obligations arising hereunder, nor shall any such failure preclude the enforcement of any term or provision or
avoid the liability for any breach of this Agreement.

 

 13. Entire
Agreement
. This Agreement sets forth the entire agreement and understanding of the parties hereto with respect to the subject matter set forth
herein.

 

 14. Counterparts
. This Agreement may be executed in any number of counterparts, each of which shall be considered an original and all of which,
together, shall constitute one and the same instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as of the date first set forth above.
 
/ S / M ICHAEL L IEBELSON
M ICHAEL L IEBELSON
 
V ISTRA E NERGY C ORP .

By:  / S / C ARRIE L. K IRBY
 C ARRIE L. K IRBY

 
Executive Vice President and
Chief Administrative Officer

[Signature Page to General Release Agreement
Concerning Resignation of Michael Liebelson]



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the use in this Amendment No. 1 to Registration Statement No. 333-215288 of our report dated March 1, 2016, relating to the consolidated financial
statements of Texas Competitive Electric Holdings Company LLC (a subsidiary of Energy Future Holdings Corp.) and subsidiaries
(Debtor-in-Possession) (“TCEH”) (which report expresses an unqualified opinion on those consolidated financial statements and includes explanatory paragraphs
regarding bankruptcy, and TCEH’s ability to continue as a going concern), appearing in the Prospectus, which is part of such Registration Statement. We also
consent to the reference to us under the heading “Experts” in such Prospectus.

/s/ Deloitte & Touche LLP

Dallas, Texas
February 14, 2017


