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SCHEDULE 14C INFORMATION

Information Statement Pursuant To Section 14(c)

of the Securities Exchange Act of 1934

(Amendment No. 2)

Check the appropriate box:

x Preliminary Information Statement

¨ Confidential, for Use of the Commission Only (as permitted by Rule 14c-5(d)(2))

¨ Definitive Information Statement

TEXAS GENCO HOLDINGS, INC.

(Name of Registrant as Specified in Its Charter)

Payment of Filing Fee (Check the appropriate box):

¨ No fee required.

x Fee computed on table below per Exchange Act Rules 14c-5(g) and 0-11.

(1) Title of each class of securities to which transaction applies: Common stock, par value $.001 per share

(2) Aggregate number of securities to which transaction applies: 15,235,760

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set forth the amount on which
the filing fee is calculated and state how it was determined): $47.00, which represents the purchase price per share of the Registrant�s
common stock to be paid in connection with the public company merger described in this information statement. In accordance with
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Section 14(g) of the Securities Exchange Act of 1934, as amended, the filing fee was determined by applying a fee of $126.70 per
$1,000,000 of the aggregate value of the public company merger.

(4) Proposed maximum aggregate value of transaction: $716,080,720

(5) Total fee paid: $90,727.43

x Fee paid previously with preliminary materials: $90,727.43

¨ Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:
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Texas Genco Holdings, Inc.

1111 Louisiana Street

Houston, Texas 77002

(713) 207-1111

INFORMATION STATEMENT

Dear Shareholder:

We are mailing you this information statement to advise you that Texas Genco has entered into a transaction agreement, dated as of July 21,
2004, pursuant to which we have agreed to be acquired in a multistep transaction by GC Power Acquisition LLC, a newly formed entity owned
in equal parts by investment funds affiliated with The Blackstone Group, Hellman & Friedman LLC, Kohlberg Kravis Roberts & Co. L.P. and
Texas Pacific Group. The steps, which are described in more detail in this information statement, consist of the following:

� Genco LP Division. We currently conduct substantially all of our business operations through Texas Genco, LP, one of our indirect
wholly owned subsidiaries which we refer to as Genco LP. Prior to the public company merger, Genco LP and a newly formed wholly
owned subsidiary of ours will merge in a multiple survivor merger under Texas law. As a result of the merger, both subsidiaries will
survive and all of our nuclear assets and liabilities, which relate primarily to our interest in the South Texas Project, and our available
cash will remain with Genco LP, and all of our non-nuclear assets and liabilities, which relate primarily to our coal, lignite and
gas-fired generation facilities, will be allocated to the other subsidiary. We refer to this transaction as the Genco LP division.

� Public Company Merger. Following the Genco LP division, we will merge with a subsidiary of CenterPoint Energy, Inc. and all of our
publicly held shares of common stock, representing approximately 19% of our outstanding shares, (other than shares held by
shareholders who validly perfect their dissenter�s rights under Texas law) will be converted into the right to receive $47.00 per share in
cash without interest and less any applicable withholding taxes. We refer to this transaction as the public company merger.
Immediately following the public company merger, we will be wholly owned by CenterPoint Energy. We currently expect the public
company merger will occur during December 2004. On November 4, 2004, we declared a quarterly cash dividend of $0.25 per share
of our common stock. The dividend is payable on December 20, 2004 to holders of record as of the close of business on November 26,
2004. The dividend will be paid to shareholders of record even if the public company merger occurs prior to the December 20, 2004
payment date.

� Non-Nuclear Asset Acquisition. Shortly after the public company merger, GC Power Acquisition will acquire our subsidiaries that then
own our non-nuclear assets and liabilities for aggregate consideration to us of $2,813 million in cash. Approximately $716 million of
these cash proceeds will be used to fund, or repay borrowings used to fund, the public company merger. In addition, $2,231 million in
cash, consisting of the balance of the cash proceeds and other available cash, will be distributed up to CenterPoint Energy.

� Nuclear Asset Acquisition. Following approval by the Nuclear Regulatory Commission of any transfer of the license for the South
Texas Project Electric Generating Station deemed to be created by the acquisition of our nuclear assets by GC Power Acquisition, GC
Power Acquisition will acquire our company, which will then own only our nuclear assets and liabilities, through the merger of a
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subsidiary of GC Power Acquisition into us in exchange for aggregate consideration to CenterPoint Energy of $700 million in cash.
Immediately following the nuclear asset acquisition, we will be wholly owned by GC Power Acquisition.
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The aggregate of $2,931 million to be received by CenterPoint Energy in these transactions represents a per share purchase price to CenterPoint
Energy of approximately $45.25 for each of the 64,764,240 shares of our common stock it currently indirectly owns, which is less than the
$47.00 per share in cash to be paid to our other shareholders. We have attached a copy of the transaction agreement as Appendix A to this
information statement and encourage you to read it in its entirety.

A special committee of our board of directors, consisting of three independent directors, considered and evaluated the transaction agreement and
the transactions it contemplates, including the public company merger. The special committee unanimously determined that the transaction
agreement and the public company merger are fair to, advisable and in the best interests of our company and our shareholders, other than
CenterPoint Energy, and unanimously recommended on behalf of our shareholders other than CenterPoint Energy that our board of directors
approve the transaction agreement and the public company merger. Based on that recommendation, our board of directors unanimously
determined that the transaction agreement and the transactions it contemplates, including the public company merger, are in the best interests of
our company and our shareholders. Accordingly, our board of directors has approved the transaction agreement and the transactions it
contemplates, including the public company merger.

Utility Holding, LLC, a wholly owned subsidiary of CenterPoint Energy and the record holder of 64,764,240 shares of our common
stock representing approximately 81% of our outstanding shares, acting in its capacity as a shareholder of our company, has
irrevocably approved the transaction agreement and the transactions it contemplates by written consent. No further vote of our
shareholders is required for the approval of the transactions. No meeting of shareholders will be held to consider approval of the
transactions or the transaction agreement, and no vote or consent of shareholders is being solicited.

Upon completion of the public company merger, we will be wholly owned by CenterPoint Energy. Our common stock will cease to be listed or
traded on the New York Stock Exchange, and we will cease to file periodic reports with the Securities and Exchange Commission.

We encourage you to read the entire accompanying information statement carefully because it sets forth the details of the public company
merger and the other transactions contemplated by the transaction agreement as well as other important information related to your rights as one
of our shareholders.

Sincerely,

David G. Tees

President and Chief Executive Officer

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the transactions
described in this information statement, passed upon the merits or fairness of the transactions or passed upon the adequacy or accuracy
of the information contained in this document. Any representation to the contrary is a criminal offense.

We are not asking you for a proxy, and you are not requested to send us a proxy.
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The date of this information statement is                     , 2004, and it is being mailed on or about                     , 2004 to our shareholders of record
as of the close of business on October 21, 2004.

ii
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TEXAS GENCO HOLDINGS, INC.

1111 Louisiana

Houston, Texas 77002

(713) 207-1111

INFORMATION STATEMENT

Summary Term Sheet

This summary term sheet summarizes the material terms of the public company merger and the other transactions contemplated by the
transaction agreement described in this information statement but does not contain all of the information that may be important to you. You
should carefully read this entire information statement and the other documents to which we refer you for a more complete understanding of the
matters being described in this summary term sheet. In addition, we have attached reports containing important business and financial
information as appendices to this information statement. Please also refer to the section entitled �Where You Can Find More Information.�

Parties to the Transaction Agreement (see page 11)

Texas Genco Holdings, Inc.

We are a Texas corporation with our principal place of business in Houston, Texas. We are a wholesale electric power generating company that
owns 60 generating units at 11 electric power generation facilities located in Texas. We also own a 30.8% undivided interest in the South Texas
Project Electric Generating Station, which we refer to as the South Texas Project, a nuclear generating station with two 1,250 megawatt, or MW,
nuclear generating units.

As of June 30, 2004, the aggregate net generating capacity of our portfolio of assets was 14,153 MW, of which 2,585 MW of gas-fired capacity
was temporarily removed from service, or �mothballed,� as of that date. We sell electric generation capacity, energy and ancillary services within
the Electric Reliability Council of Texas, Inc., or ERCOT, market. The ERCOT market consists of the majority of the population centers in the
State of Texas and facilitates reliable grid operations for approximately 85% of the demand for power in the state.

On September 3, 2004, we signed an agreement to purchase a portion of AEP Texas Central Company�s 25.2% interest in the South Texas
Project for approximately $174 million. Once the purchase is complete, we will own an additional 13.2% interest in the South Texas Project for
a total of 44%, or approximately 1,100 MW. This purchase agreement was entered into pursuant to our right of first refusal to purchase this
interest triggered by AEP Texas Central Company�s previously announced agreement to sell this interest to a third party. In addition to AEP
Texas Central Company�s ownership interest and our current 30.8% ownership, the 2,500 MW nuclear plant is currently 28%-owned by City
Public Service of San Antonio and 16%-owned by Austin Energy. City Public Service of San Antonio is purchasing AEP Texas Central
Company�s remaining 12% ownership interest under its right of first refusal. The sale is subject to certain regulatory approvals, including filing
under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, and action by the Nuclear Regulatory Commission, the Federal Energy
Regulatory Commission, and the Securities and Exchange Commission. We anticipate that the transaction will close in early 2005. Our
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anticipated acquisition of an additional interest in the South Texas Project is a separate transaction independent from the transactions
contemplated by the transaction agreement described in this information statement. Neither the public company merger, nor the other
transactions contemplated by the transaction agreement, are conditioned on the completion of our anticipated acquisition of an additional interest
in the South Texas Project.

1
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CenterPoint Energy, Inc.

CenterPoint Energy is a Texas corporation and a public utility holding company registered under the Public Utility Holding Company Act of
1935, which we refer to as the 1935 Act, whose indirect, wholly owned subsidiaries include:

� CenterPoint Energy Houston Electric, LLC, which we refer to as CenterPoint Houston, which provides electric transmission and
distribution services to approximately 1.8 million metered customers in a 5,000-square-mile area of the Texas Gulf Coast that has a
population of approximately 4.7 million people and includes Houston; and

� CenterPoint Energy Resources Corp., which we refer to as CERC, which owns gas distribution systems serving approximately three
million customers in Arkansas, Louisiana, Minnesota, Mississippi, Oklahoma and Texas. Through wholly owned subsidiaries, CERC
also owns two interstate natural gas pipelines and gas gathering systems and provides various ancillary services.

CenterPoint Energy also owns approximately 81% of our outstanding common stock through its subsidiary, Utility Holding, LLC.

Utility Holding, LLC

Utility Holding is a Delaware limited liability company, a direct, wholly owned subsidiary of CenterPoint Energy and an intermediate holding
company registered under the 1935 Act. Utility Holding owns approximately 81% of our outstanding common stock.

NN Houston Sub, Inc.

NN Houston Sub is a Texas corporation and a direct, wholly owned subsidiary of Utility Holding. NN Houston Sub was organized solely for the
purpose of entering into the transaction agreement and completing the transactions it contemplates.

GC Power Acquisition LLC

GC Power Acquisition is a Delaware limited liability company owned in equal parts by investment funds affiliated with The Blackstone Group,
Hellman & Friedman LLC, Kohlberg Kravis Roberts & Co. L.P. and Texas Pacific Group. GC Power Acquisition was formed for the purpose of
entering into the transaction agreement and completing the transactions it contemplates. We anticipate that GC Power Acquisition LLC will
change its name to Texas Genco Acquisition LLC prior to the public company merger.

HPC Merger Sub, Inc.
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HPC Merger Sub is a Texas corporation and a wholly owned subsidiary of GC Power Acquisition. HPC Merger Sub was organized solely for
the purpose of entering into the transaction agreement and completing the transactions it contemplates.

In this information statement, we sometimes refer to CenterPoint Energy, Utility Holding and NN Houston Sub collectively as the �CenterPoint
Energy Entities� or each individually as a �CenterPoint Energy Entity.�

Purpose and Structure (see page 14)

CenterPoint Energy has publicly disclosed its intention to exit the generation sector of the electric power industry and to monetize its interest in
us and use the proceeds to repay outstanding indebtedness. In January 2004, following an assessment of available strategic alternatives,
CenterPoint Energy decided to pursue a

2
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transaction involving the sale of all of its 81% interest in us through an auction process, as described under �Special Factors�Background of the
Transactions.� This process eventually resulted in the execution of the transaction agreement described in this information statement.

The purposes of the transaction agreement and the transactions contemplated thereby are to achieve CenterPoint Energy�s goal of monetizing its
interest in us, to provide our shareholders other than CenterPoint Energy with cash consideration for their shares at a price that we and
CenterPoint Energy believe to be fair, and to enable GC Power Acquisition ultimately to acquire a 100% interest in our business.

GC Power Acquisition has agreed to acquire us in a multistep transaction in accordance with the terms and conditions of the transaction
agreement. The steps, which are described in more detail below, consist of the following:

� Genco LP Division. We currently conduct substantially all of our business operations through Texas Genco, LP, one of our indirect
wholly owned subsidiaries which we refer to as Genco LP. Prior to the public company merger, Genco LP and a newly formed wholly
owned subsidiary of ours, Texas Genco II, LP, which we refer to as Genco II LP, will merge in a multiple survivor merger under
Texas law. As a result of the merger, both subsidiaries will survive and all of our nuclear assets and liabilities, which relate primarily
to our interest in the South Texas Project, and our available cash will remain with Genco LP, and all of our non-nuclear assets and
liabilities, which relate primarily to our coal, lignite and gas-fired generation facilities, will be allocated to Genco II LP. We refer to
this transaction as the Genco LP division.

� Public Company Merger. Following the Genco LP division, we will merge with NN Houston Sub and all of our publicly held shares
of common stock, representing approximately 19% of our outstanding shares, (other than shares held by shareholders who validly
perfect their dissenter�s rights under Texas law) will be converted into the right to receive $47.00 per share in cash without interest and
less any applicable withholding taxes. We refer to this transaction as the public company merger. Immediately following the public
company merger, we will be indirectly wholly owned by CenterPoint Energy.

� Non-Nuclear Asset Acquisition. Shortly after the public company merger, GC Power Acquisition will acquire our subsidiaries that then
own our non-nuclear assets and liabilities for aggregate consideration to us of $2,813 million in cash. Approximately $716 million of
these cash proceeds will be used to fund, or repay borrowings used to fund, the public company merger. In addition, $2,231 million in
cash, consisting of the balance of the cash proceeds and other available cash, will be distributed up to CenterPoint Energy. The $2,231
million distribution will represent a payment of cash consideration to CenterPoint Energy equal to approximately $34.44 per share of
our common stock currently owned by CenterPoint Energy.

� Nuclear Asset Acquisition. Following approval by the Nuclear Regulatory Commission, or NRC, of any transfer of the license for the
South Texas Project deemed to be created by the acquisition of our nuclear assets by GC Power Acquisition, GC Power Acquisition
will acquire our company, which will then own only our nuclear assets and liabilities, through the merger of a subsidiary of GC Power
Acquisition into us in exchange for aggregate consideration to CenterPoint Energy of $700 million in cash. The $700 million to be
paid by GC Power will represent a payment of cash consideration to CenterPoint Energy equal to approximately $10.81 per share of
our common stock currently owned by CenterPoint Energy. We do not expect to receive approval from the NRC significantly prior to
April 30, 2005. Immediately following the nuclear asset acquisition, we will be wholly owned by GC Power Acquisition.

3
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The aggregate of $2,931 million in cash to be received by CenterPoint Energy as a result of the non-nuclear asset acquisition and the nuclear
asset acquisition represents a per share purchase price to CenterPoint Energy of approximately $45.25 for each of the 64,764,240 shares of our
common stock it currently indirectly owns, which is less than the $47.00 per share to be paid to our other shareholders, all of which our other
shareholders will be entitled to receive shortly prior to the closing of the non-nuclear asset acquisition.

The following diagram outlines the Genco LP division, the public company merger, the non-nuclear asset acquisition and the nuclear asset
acquisition described above:

Utility Holding, acting in its capacity as the holder of approximately 81% of our outstanding shares of common stock, has executed a written
consent irrevocably approving the transaction agreement and the transactions it contemplates, including the public company merger. Because
Utility Holding owns shares of our common stock representing greater than two-thirds of the votes required for approval of the transactions
under Texas law, no further vote of our shareholders is required or contemplated. Neither the public company merger nor any of the other
transactions contemplated by the transaction agreement are conditioned upon the approval of our unaffiliated shareholders. No meeting of
shareholders will be held to consider approval of these transactions or the transaction agreement, and no vote or consent of our shareholders is
being solicited.

4
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Position of Our Special Committee and Board of Directors as to the Fairness of the Public Company Merger (see page 30)

Our board of directors created a special committee consisting of three independent directors to evaluate the transaction agreement, the public
company merger and the other transactions contemplated by the transaction agreement on behalf of our shareholders other than CenterPoint
Energy. The special committee evaluated the relevant factors related to GC Power Acquisition�s proposal, including the opinion delivered by
RBC Capital Markets Corporation as to the fairness, from a financial point of view, of the cash consideration to be received by our shareholders
other than CenterPoint Energy. In this information statement, we use the term public shareholders to mean our shareholders other than
CenterPoint Energy and the term unaffiliated shareholders to mean our shareholders other than CenterPoint Energy and affiliates of our
company or CenterPoint Energy. The term public shareholder includes our shareholders who are also directors or officers of either CenterPoint
Energy or our company even though those persons may be deemed to be our affiliates. In evaluating the fairness of the transaction agreement,
the public company merger and the other transactions contemplated by the transaction agreement, neither the special committee nor our board of
directors separately considered the interests of our public shareholders who are also directors or officers of either CenterPoint Energy or our
company from the interests of our unaffiliated shareholders. We note, however, that officers or directors of either CenterPoint Energy or our
company do not have an interest in GC Power Acquisition.

As a result of its evaluation, the special committee determined by unanimous vote that the transaction agreement with GC Power Acquisition
and the transactions contemplated thereby, including the public company merger, are fair to, advisable and in the best interests of Texas Genco
and our public shareholders, and resolved to recommend to our board of directors that the transaction agreement and the transactions
contemplated thereby, including the public company merger, be approved by our board of directors, subject to the satisfactory completion of the
transaction agreement and the special committee�s receipt of the executed fairness opinion from RBC, each of which occurred on July 21, 2004.

At a meeting of our board of directors on July 20, 2004 and based on the special committee�s unanimous recommendation, our board of directors
unanimously:

� determined that the transaction agreement and the transactions contemplated by the transaction agreement, including the public
company merger, are in the best interests of our company and our shareholders; and

� approved the transaction agreement and the transactions contemplated by the transaction agreement, including the public company
merger.

Our board of directors believes that the public company merger is fair to our unaffiliated shareholders. In making this determination, our board
of directors considered the determination and recommendation of the special committee and the opinion delivered to the special committee and
our board of directors by RBC. In addition, each of Messrs. McClanahan, Whitlock and Rozzell considered the factors described under �Special
Factors�Position of the CenterPoint Energy Entities as to the Fairness of the Public Company Merger� in their capacity as officers and/or directors
of CenterPoint Energy in connection with the CenterPoint Energy Entities� consideration of the fairness of the public company merger to our
unaffiliated shareholders.

Fairness Opinion of RBC Capital Markets Corporation (see page 36)

On July 20, 2004, RBC Capital Markets Corporation delivered its oral opinion, which was subsequently confirmed in writing on July 21, 2004,
to the special committee and our board of directors that, as of that date, and subject to the various assumptions, qualifications and limitations set
forth therein, the cash consideration to be received by the holders of our common stock (other than CenterPoint Energy) in connection with the
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public company merger was fair, from a financial point of view, to such holders. As of the date of this information
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statement, the special committee and our board of directors do not intend to request an updated fairness opinion from RBC Capital Markets
Corporation. As of the date of this information statement, our board of directors and the special committee continue to believe the public
company merger is fair to our unaffiliated shareholders based on the factors described under �Special Factors�Position of Our Special Committee
and Board of Directors as to the Fairness of the Public Company Merger.� As described under �Special Factors�Other Agreements�Power Purchase
and Sale Agreement,� we have sold forward a substantial portion of our available base-load energy through 2008 on a firm, fixed price basis. As a
result of these forward sales, we have substantially reduced the dependence of our future earnings and cash flows on fluctuating market prices
for power and natural gas. Accordingly, our expectations regarding our future financial performance have not changed significantly since the
time the transaction agreement was executed and are unlikely to change significantly as a result of changes in future market prices for power and
natural gas.

Position of the CenterPoint Energy Entities as to the Fairness of the Public Company Merger (see page 43)

The CenterPoint Energy Entities believe that the public company merger is fair to our unaffiliated shareholders based on the material factors
considered by the CenterPoint Energy Entities and described under �Special Factors�Position of the CenterPoint Energy Entities as to the Fairness
of the Public Company Merger.� The CenterPoint Energy Entities have not, however, engaged a financial advisor to perform any valuation
analysis for the purposes of assessing the fairness of the public company merger to our unaffiliated shareholders. Instead, the CenterPoint
Energy Entities have independently considered the factors discussed under �Special Factors�Position of the CenterPoint Energy Entities as to the
Fairness of the Public Company Merger� in making their determination.

Financing of the Public Company Merger (see page 78)

In connection with the public company merger, all of the 15,235,760 outstanding shares of our common stock held by our public shareholders
(other than those who validly perfect their dissenters� rights under Texas law) will be converted into the right to receive $47.00 per share in cash
without interest and less any applicable withholding taxes, resulting in an aggregate payment of up to approximately $716 million. Pursuant to
GC Power Acquisition�s debt financing letter, we have received a commitment from Goldman Sachs Credit Partners, L.P. to provide us with an
overnight bridge loan of up to $717 million to finance the public company merger. The overnight bridge loan will mature within 72 hours of its
funding. The non-nuclear asset acquisition is expected to close on the business day following the public company merger. We will use
approximately $716 million of the $2,813 million of aggregate cash consideration we receive in the non-nuclear asset acquisition to fund or
repay borrowings used to fund the public company merger. We would seek to obtain alternate financing if the overnight bridge loan facility is
not available to us, but we do not currently have any alternative financing plans or arrangements. The approximately $716 million of aggregate
cash consideration to be paid to our public shareholders (other than those who validly perfect their dissenters� rights under Texas law) represents
approximately 19.6% of the total consideration to be paid to our shareholders, including CenterPoint Energy, in connection with the public
company merger, the non-nuclear asset acquisition and the nuclear asset acquisition. The $47.00 per share price represents the consideration to
be paid to our public shareholders for the purchase of their entire interest in our company at the time of the public company merger. As
described elsewhere in this information statement, CenterPoint Energy�s interest in our company is expected to be purchased in two steps
following the closing of the public company merger for aggregate consideration equal to approximately $45.25 per share of our common stock
currently owned by CenterPoint Energy. First, we will distribute $2,231 million in cash up to CenterPoint Energy following the closing of the
non-nuclear asset acquisition (representing a payment equal to approximately $34.44 per share of our common stock currently owned by
CenterPoint Energy). Second, following receipt of NRC approval, CenterPoint Energy will receive $700 million in cash from GC Power
Acquisition upon the closing of the nuclear asset acquisition (representing a payment equal to approximately $10.81 per share of our common
stock currently owned by CenterPoint Energy).

6
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Interests of CenterPoint Energy, Directors and Executive Officers (see page 89)

In considering the recommendation of our board of directors and the special committee, you should be aware that some of our directors and
certain of our officers may have interests in the transactions, including the public company merger, that may be different from, or in addition to,
your interests as a shareholder generally and may create potential conflicts of interests. These include:

� GC Power Acquisition�s agreement that the surviving corporation of the public company merger will indemnify each of our directors
and officers with respect to claims arising from facts or events that occurred prior to the effective time of the public company merger,
and that the surviving corporation will cause to be obtained �tail� insurance policies with respect to directors� and officers� liability for
claims arising from facts or events that occurred prior to such time;

� the fact that some of our directors and officers are also directors and/or officers of CenterPoint Energy; and

� the retention agreement our President and Chief Executive Officer, David G. Tees, has with CenterPoint Energy and the fact that we
expect to enter into a severance agreement with Mr. Tees, which agreements provide or will provide for benefits upon the occurrence
of certain events following the transactions, including the failure of GC Power Acquisition to continue Mr. Tees� employment. It is
currently expected that Mr. Tees will not be employed by GC Power Acquisition following the nuclear asset acquisition.

The special committee, none of whose members are directors or officers of CenterPoint Energy, was aware of these differing interests and
considered them, among other matters, in evaluating the transaction agreement and the public company merger and in recommending to our
board of directors that the transaction agreement and the public company merger be approved by our board of directors. In addition, each of the
members of our board of directors was aware of these interests and considered them, among other matters, in approving the transaction
agreement and the transactions contemplated by the transaction agreement, including the public company merger. No member of the special
committee will continue to serve as a member of our board of directors or in any other capacity at our company following the public company
merger. None of our current directors is expected to be a director of Texas Genco or GC Power Acquisition following the nuclear asset
acquisition.

Material Transactions Between CenterPoint Energy and Us (see page 84)

We are party to a variety of agreements with CenterPoint Energy and its affiliates. In connection with the transaction agreement, CenterPoint
Energy has agreed to enter into, amend or in some cases extend certain commercial arrangements with us.

Material U.S. Federal Income Tax Consequences of the Public Company Merger (see page 93)

For U.S. federal income tax purposes, the public company merger will be treated as a taxable sale by our shareholders of their shares of our
common stock in which they will recognize gain or loss equal to the difference between the amount of the cash consideration received in the
public company merger and their adjusted tax basis in the shares of common stock surrendered in the public company merger.

Regulatory Approvals (see page 77)
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On September 17, 2004, the Federal Trade Commission granted early termination of the waiting period applicable to the consummation of the
transactions contemplated by the transaction agreement under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, or HSR Act. On
September 24, 2004, the Federal Energy Regulatory Commission, or FERC, granted exempt wholesale generator status to Genco II LP. There
are no other material regulatory approvals to be obtained prior to completion of the public company merger.
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In addition, in order to complete the nuclear asset acquisition, we must receive all approvals of the NRC required in connection with any transfer
of the license for the South Texas Project deemed to be created by the nuclear asset acquisition.

Conditions to the Closings (see page 70)

The obligations of Texas Genco and NN Houston Sub to consummate the public company merger are subject to satisfaction or waiver of the
following conditions:

� the absence of any law or order that prohibits or makes illegal consummation of the public company merger, the non-nuclear asset
acquisition or any of the other transactions related thereto;

� the expiration or termination of any waiting period applicable to the public company merger or the non-nuclear asset acquisition under
applicable U.S. antitrust or trade regulation laws and regulations, including the HSR Act;

� we shall have sent to our shareholders an information statement that complies with the requirements under Rule 14c-2 of the Securities
Exchange Act of 1934, or the Exchange Act, and any other requirements under such rule must be satisfied;

� the requirements related to the financing of the transactions must be satisfied, including:

� our access to immediately available funds under the overnight bridge loan facility on terms and conditions described under
�Special Factors�Financing of the Transactions� or on terms and conditions which are, in the judgment of GC Power Acquisition,
comparable or more favorable (to GC Power Acquisition) in the aggregate thereto;

� the receipt of proceeds by GC Power Acquisition from its financings in an amount equal to the consideration to be paid in the
non-nuclear asset acquisition (or the funding of such amount into escrow) on terms and conditions described under �Special
Factors�Financing of the Transactions� or on terms and conditions which are, in the judgment of GC Power Acquisition,
comparable or more favorable (to GC Power Acquisition) in the aggregate thereto; and

� the closing of documentation related to (but not funding of) a $475 million delayed draw term facility among GC Power
Acquisition and the financial institutions party thereto, which facility will be in full force and effect and will be on terms and
conditions described under �Special Factors�Financing of the Transactions� or on terms and conditions which are, in the judgment
of GC Power Acquisition, comparable or more favorable (to GC Power Acquisition) in the aggregate thereto;

� the receipt by CenterPoint Energy and Utility Holding of a certificate from GC Power Acquisition stating that, based on GC Power
Acquisition�s receipt of a certificate from us and CenterPoint Energy regarding certain of GC Power Acquisition�s conditions to the
closing of the non-nuclear asset acquisition, among other things, GC Power Acquisition is prepared to consummate the non-nuclear
asset acquisition on the following business day (subject to the satisfaction of certain conditions);

� the representations and warranties of GC Power Acquisition set forth in the transaction agreement must be true and correct as of the
date of the transaction agreement and as of the closing date of the public company merger (except for representations and warranties
made as of a specified date, which need be true and correct only as of the specified date), which representations and warranties shall
be deemed to be true and correct unless the failure or failures of all such representations and warranties to be true and correct (without
giving effect to any qualification as to materiality or material adverse effect) would reasonably be expected, in the aggregate, to
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agreement or directly or indirectly prevent or materially impair or delay the ability of GC Power Acquisition to perform its obligations
thereunder;
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� GC Power Acquisition must have performed in all material respects all of its obligations required to be performed by it under the
transaction agreement at or prior to the closing of the public company merger;

� the receipt by Genco LP and CenterPoint Energy of a certificate signed on behalf of GC Power Acquisition certifying as to the
satisfaction of the matters set forth in the two preceding bullet points; and

� the certification of Genco II LP as an exempt wholesale generator by the FERC.

Neither we nor NN Houston Sub may waive any of the conditions described in the first three bullet points above without the consent of GC
Power Acquisition. We do not currently intend to distribute a revised information statement to our shareholders in the event any of the foregoing
conditions are waived unless the waiver is material to our shareholders in the context of the transactions.

The closing of the non-nuclear asset acquisition depends on the closing of the public company merger and the satisfaction or waiver of a number
of other specified conditions.

The closing of the nuclear asset acquisition depends on the closing of the non-nuclear asset acquisition and the satisfaction or waiver of a
number of other specified conditions. These conditions include the approval by the NRC of any transfer of the license for the South Texas
Project deemed to be created by the nuclear asset acquisition.

Termination of the Transaction Agreement (see page 75)

The transaction agreement may be terminated at any time prior to the closing of the nuclear asset acquisition with respect to the transactions that
have not yet then been closed by mutual written consent of CenterPoint Energy, GC Power Acquisition and us, or by CenterPoint Energy, GC
Power Acquisition or us if (1) the closing of the nuclear asset acquisition has not occurred on or before April 30, 2005 (subject to extension for
up to two consecutive 90-day periods under certain circumstances), or (2) under certain other circumstances involving action by a governmental
authority or material breach of covenants or representations and warranties under the transaction agreement, in each case as more fully described
under �Special Factors�The Transaction Agreement�Termination of the Transaction Agreement.� Any action by us to terminate the transaction
agreement is subject to the limitations set forth under ��Role of Our Special Committee� below.

Fees and Expenses (see page 83)

For information on each party�s obligation to pay fees and expenses related to the transactions, please read �Special Factors�Fees and Expenses� on
page 83.

Role of Our Special Committee (see page 76)
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Before the effective time of the public company merger, the special committee of our board of directors must either concur in or direct any
action by us to terminate or amend the transaction agreement or waive any condition to our obligation to close the public company merger or the
non-nuclear asset acquisition.

Dissenters� Appraisal Rights (see page 95)

If you are a holder of shares of our outstanding common stock as of the effective date of the public company merger, and you follow the
procedures set forth in Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act, you will be entitled to demand the purchase of your
shares of our common stock for a purchase price equal to the �fair value� of your shares, as determined by a court. Under Texas law, fair value of
shares for purposes of
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the exercise of dissenter�s rights is defined as the value of the shares as of the date Utility Holding�s written consent authorizing the public
company merger was delivered to us, excluding any appreciation or depreciation in value of the shares in anticipation of the public company
merger.

Failure to follow the procedures required by Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act for perfecting dissenters� rights
may result in the loss of dissenters� rights, in which event you will be entitled to receive the public company merger consideration in accordance
with the transaction agreement. In view of the complexity of Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act, if you are
considering dissenting from the public company merger, we urge you to consult your own legal counsel. The relevant sections of the Texas
Business Corporation Act are reproduced and attached as Appendix B to this information statement.

Litigation Concerning the Transactions

On July 23, 2004, two plaintiffs filed substantially identical lawsuits in Harris County, Texas state district courts. The suits, purportedly brought
on behalf of holders of our common stock, name us and each of our directors as defendants. Both plaintiffs allege, among other things,
self-dealing and breach of fiduciary duty by the defendants in entering into the transaction agreement. As part of their allegations of self-dealing,
both plaintiffs claim that our board of directors is controlled by CenterPoint Energy, that the defendants improperly concealed our results of
operations for the second quarter of 2004 until after the transaction agreement was announced, and that in order to aid CenterPoint Energy our
board only searched for acquirers who would offer all-cash consideration. Among other relief, the plaintiffs seek to enjoin the transaction or,
alternatively, to rescind the transaction to the extent already implemented. In August 2004, the cases were consolidated in state district court in
Harris County, Texas. We intend to vigorously defend against the consolidated suits.

2004 Third Quarter Results

On October 28, 2004, we reported a net loss of $311 million, or $3.89 per share, for the third quarter of 2004, which includes an after-tax
impairment charge of $426 million ($649 million pretax) related to the anticipated sale of our coal, lignite and gas-fired generation plants
pursuant to the non-nuclear asset acquisition. As a result of the signing of the transaction agreement, and in accordance with Statement of
Financial Accounting Standards (SFAS) No. 144, �Accounting for the Impairment or Disposal of Long-Lived Assets,� we ceased depreciation on
our coal, lignite and gas-fired generation plants at the time these assets were considered �held for sale.� This resulted in a decrease in depreciation
expense of $24 million after tax ($37 million pretax) for the third quarter of 2004. In accordance with SFAS No. 106, �Employers� Accounting for
Postretirement Benefits Other Than Pensions,� we also recorded a curtailment expense related to postretirement benefits of $11 million after tax
($17 million pretax), which is included in operations and maintenance expense. Excluding these sale-related impacts, net income for the third
quarter of 2004 was $102 million, or $1.27 per share, compared to $82 million, or $1.03 per share, for the same period of 2003.

For the nine months ended September 30, 2004, we reported a net loss of $170 million, or $2.13 per share, including the sale-related impacts
described above. Net income for the nine months ended September 30, 2003, was $204 million, or $2.55 per share, including a non-cash gain of
$99 million ($1.24 per share) from the adoption of Statement of Financial Accounting Standards No. 143, �Accounting for Asset Retirement
Obligations.� Excluding the sale-related impacts, net income for the nine months ended September 30, 2004 was $243 million, or $3.03 per share,
and income before the cumulative effect of an accounting change for the same period of 2003 was $105 million, or $1.31 per share. Excluding
the pre-tax impacts related to the anticipated sale noted above, operating income for the third quarter of 2004 improved by $28 million from the
prior year primarily due to higher wholesale electricity prices for baseload products and improved availability of our baseload generating units.
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Parties to the Transaction Agreement

Texas Genco Holdings, Inc.

1111 Louisiana

Houston, Texas 77002

(713) 207-1111

We are a Texas corporation with our principal place of business in Houston, Texas. We are a wholesale electric power generating company that
owns 60 generating units at 11 electric power generation facilities located in Texas. We also own a 30.8% undivided interest in the South Texas
Project, a nuclear generating station with two 1,250 MW nuclear generating units.

As of June 30, 2004, the aggregate net generating capacity of our portfolio of assets was 14,153 MW, of which 2,585 MW of gas-fired capacity
was then mothballed. We sell electric generation capacity, energy and ancillary services within the ERCOT market. The ERCOT market consists
of the majority of the population centers in the State of Texas and facilitates reliable grid operations for approximately 85% of the demand for
power in the state.

On September 3, 2004, we signed an agreement to purchase a portion of AEP Texas Central Company�s 25.2% interest in the South Texas
Project for approximately $174 million, plus certain adjustments for capital expenditures, and inventory and nuclear fuel balances at closing.
AEP Texas Central is a subsidiary of American Electric Power Company, Inc. Once the purchase is complete, we will own an additional 13.2%
of the nuclear plant for a total of 44%, or approximately 1,100 MW. This purchase agreement was entered into pursuant to our right of first
refusal to purchase this interest triggered by AEP Texas Central Company�s previously announced agreement to sell this interest to a third party.
In addition to AEP Texas Central Company�s ownership interest and our current 30.8% ownership, the 2,500 MW nuclear plant is currently
28%-owned by City Public Service of San Antonio and 16%-owned by Austin Energy. City Public Service of San Antonio is purchasing AEP
Texas Central Company�s remaining 12% ownership interest under its right of first refusal. The sale is subject to certain regulatory approvals,
including filing under the HSR Act, and action by the NRC, the FERC and the SEC. We anticipate that the transaction will close in early 2005.
Our anticipated acquisition of an additional interest in the South Texas Project is a separate transaction independent from the transactions
contemplated by the transaction agreement described in this information statement. Neither the public company merger, nor the other
transactions contemplated by the transaction agreement, are conditioned on the completion of our anticipated acquisition of an additional interest
in the South Texas Project.

In June 1999, the Texas legislature enacted legislation, which we refer to as the Texas electric restructuring law, which substantially changed the
regulatory structure governing electric utilities in Texas in order to encourage retail electric competition. Under the Texas electric restructuring
law, we ceased to be subject to traditional cost-based regulation. Since January 1, 2002, we have been selling generation capacity, energy and
ancillary services to wholesale purchasers at prices determined by the market. Accordingly, our historical financial information and operating
data, such as demand and fuel data, covering periods prior to 2002 do not reflect what our financial position, results of operations and cash flows
would have been had our generation facilities been operated during those periods under the current deregulated ERCOT market.

We are an indirect majority-owned subsidiary of CenterPoint Energy. Our portfolio of generation facilities was formerly owned by the
unincorporated electric utility division of Reliant Energy, Incorporated, the predecessor of CenterPoint Houston. CenterPoint Houston is an
indirect wholly owned subsidiary of CenterPoint Energy. Reliant Energy conveyed these facilities to us on August 31, 2002 in accordance with a
business separation plan adopted in response to the Texas electric restructuring law. For convenience, we describe our business as if we had
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owned and operated our generation facilities prior to the date they were conveyed to us. On January 6, 2003, CenterPoint Energy distributed
15,235,760 of the 80 million outstanding shares of our common stock, or approximately 19.04% of our outstanding shares, to CenterPoint
Energy�s common shareholders. CenterPoint Energy now indirectly owns 80.96% of the outstanding shares of our common stock.
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CenterPoint Energy is a registered public utility holding company under the 1935 Act. The 1935 Act directs the SEC to regulate, among other
things, transactions among affiliates, sales or acquisitions of assets, issuances of securities, distributions and permitted lines of business by
registered holding companies and their subsidiaries. In October 2003, the FERC granted exempt wholesale generator status to Genco LP, our
wholly owned subsidiary that owns and operates our electric generating plants. As a result, we are exempt, and we will continue to be exempt,
from substantially all provisions of the 1935 Act as long as our subsidiaries with generating assets remain exempt wholesale generators.

CenterPoint Energy, Inc.

1111 Louisiana

Houston, Texas 77002

(713) 207-1111

CenterPoint Energy is a Texas corporation whose indirect wholly owned subsidiaries include:

� CenterPoint Houston, which provides electric transmission and distribution services to approximately 1.8 million metered customers
in a 5,000-square-mile area of the Texas Gulf Coast that has a population of approximately 4.7 million people and includes Houston;
and

� CERC, which owns gas distribution systems serving approximately three million customers in Arkansas, Louisiana, Minnesota,
Mississippi, Oklahoma and Texas. Through wholly owned subsidiaries, CERC also owns two interstate natural gas pipelines and gas
gathering systems and provides various ancillary services.

CenterPoint Energy also owns an approximately 81% ownership interest in us through its subsidiary, Utility Holding, LLC.

Utility Holding, LLC

1011 Centre Road, Suite 324

Wilmington, Delaware 19805

(302) 573-3813

Utility Holding is a Delaware limited liability company, a direct, wholly owned subsidiary of CenterPoint Energy and an intermediate holding
company registered under the 1935 Act. Utility Holding is the record holder of 64,764,240 shares of our common stock, which represents
approximately 81% of our outstanding shares of common stock.

NN Houston Sub, Inc.

1111 Louisiana
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(713) 207-1111

NN Houston Sub is a Texas corporation and a direct, wholly owned subsidiary of Utility Holding. NN Houston Sub was organized solely for the
purpose of entering into the transaction agreement and completing the transactions it contemplates. It has not conducted, and will not conduct,
any activities other than activities incidental to its formation and in connection with the transactions contemplated by the transaction agreement.
Under the terms of the transaction agreement, NN Houston Sub will merge with and into us in the public company merger. We will survive the
public company merger, and NN Houston Sub will cease to exist.
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GC Power Acquisition LLC

12301 Kurland Drive, 4th floor

Houston, Texas 77034

(713) 207-6546

GC Power Acquisition is a Delaware limited liability company owned in equal parts by investment funds affiliated with The Blackstone Group,
Hellman & Friedman LLC, Kohlberg Kravis Roberts & Co. L.P. and Texas Pacific Group. GC Power Acquisition was formed solely for the
purpose of entering into the transaction agreement and completing the transactions it contemplates. It has not conducted any activities other than
activities incidental to its formation and in connection with the transactions contemplated by the transaction agreement.

HPC Merger Sub, Inc.

12301 Kurland Drive, 4th floor

Houston, Texas 77034

(713) 207-6546

HPC Merger Sub is a Texas corporation and a wholly owned subsidiary of GC Power Acquisition. HPC Merger Sub was organized solely for
the purpose of entering into the transaction agreement and completing the transactions it contemplates. It has not conducted, and will not
conduct, any activities other than activities incidental to its formation and in connection with the transactions contemplated by the transaction
agreement. Under the terms of the transaction agreement, HPC Merger Sub will merge with and into us in the nuclear asset acquisition. We will
survive the nuclear asset acquisition, and HPC Merger Sub will cease to exist.
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Special Factors

Purpose and Structure

CenterPoint Energy has publicly disclosed since 2002�prior to our existence as a separate publicly held company�its intention to exit the
generation sector of the electric power industry and to monetize its 81% equity interest in our company. CenterPoint Energy has sought to
monetize its interest in us in order to generate cash proceeds to be used to reduce its aggregate outstanding indebtedness. Prior to January 2004,
CenterPoint Energy was prevented from pursuing a transaction because its equity interest in our company was subject to a purchase option held
by Reliant Resources, Inc., a former affiliate of CenterPoint Energy that recently changed its name to Reliant Energy, Inc. and which we refer to
as RRI. In January 2004, following RRI�s decision not to exercise its option to purchase CenterPoint Energy�s interest in us and an assessment of
available strategic alternatives, CenterPoint Energy decided to pursue a transaction involving the sale of all of its 81% interest in us through an
auction process. During the course of the auction process, potential bidders for CenterPoint Energy�s interest in us, including the investors in GC
Power Acquisition, submitted proposals to acquire a 100% interest in our business. Our board of directors created a special committee to
represent our public shareholders in connection with the consideration of any proposal by a potential purchaser of CenterPoint Energy�s interest
to acquire the additional 19% ownership interest held by our public shareholders. The auction process eventually resulted in the execution of the
transaction agreement described in this information statement. For additional information regarding the auction process, RRI�s option and the
creation of the special committee of our board of directors, please read ��Background of the Transactions.�

The purposes of the transaction agreement and the transactions contemplated thereby are to achieve CenterPoint Energy�s goal of monetizing its
81% interest in us, to provide our public shareholders with cash consideration for their shares at a price that we and CenterPoint Energy believe
to be fair, and to enable GC Power Acquisition ultimately to acquire a 100% interest in our business.

GC Power Acquisition has agreed to acquire us in a multistep transaction in accordance with the terms and conditions of the transaction
agreement. The steps, which are described in more detail below, consist of the following:

� The allocation of our non-nuclear assets and liabilities to a separate wholly owned subsidiary. We refer to this allocation as the Genco
LP division.

� The conversion of all of our publicly held shares (other than shares held by shareholders who validly perfect their dissenter�s rights
under Texas law) into the right to receive $47.00 per share in cash, without interest and less any applicable withholding taxes, in
connection with our merger with NN Houston Sub. We refer to this transaction as the public company merger.

� The acquisition of two of our subsidiaries that will own our non-nuclear assets and liabilities by two newly formed subsidiaries of GC
Power Acquisition in exchange for aggregate consideration of $2,813 million in cash. We refer to this transaction as the non-nuclear
asset acquisition. Approximately $716 million of these cash proceeds will be used to fund or repay indebtedness used to fund the
public company merger. In addition, CenterPoint Energy has the right to have us distribute to it up to $2,231 million in cash,
consisting of the balance of the cash proceeds and other available cash; we expect the full $2,231 million to be distributed up to
CenterPoint Energy.

� The merger of HPC Merger Sub into us resulting in GC Power Acquisition�s purchase of us in exchange for a payment of $700 million
in cash to Utility Holding. We refer to this transaction as the nuclear asset acquisition.
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We currently conduct substantially all of our business operations through Genco LP, one of our indirect wholly owned subsidiaries. Prior to the
public company merger, Genco LP will merge with a newly formed wholly owned
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subsidiary of ours, Texas Genco II, LP which we refer to as Genco II LP, in a merger under Texas law in which both Genco LP and Genco II LP
will survive. As a result of the merger and in accordance with the transaction agreement and the definitive plan of merger related to this
separation, all of our nuclear assets and liabilities, which relate primarily to our interest in the South Texas Project, and our available cash will
remain with Genco LP, and all of our non- nuclear assets and liabilities, which relate primarily to our coal, lignite and gas-fired generation
facilities, will be allocated to Genco II LP. We refer to this multisurvivor merger as the Genco LP division. The Genco LP division will be
consummated and become effective prior to the public company merger.

Public Company Merger

Following the Genco LP division, the receipt of all required regulatory approvals and the satisfaction of the other conditions to the public
company merger, we will merge with NN Houston Sub and all of our publicly held shares of common stock, representing approximately 19% of
our outstanding shares, (other than shares held by shareholders who perfect their dissenter�s rights under Texas law) will be converted into the
right to receive $47.00 per share in cash without interest and less any applicable withholding taxes. You must be a holder of shares of our
common stock as of the effective date of the public company merger in order to have the right to receive the cash consideration for your shares
described above. Immediately following the public company merger, we will be indirectly wholly owned by CenterPoint Energy. We currently
expect the public company merger will occur during December 2004. On November 4, 2004, we declared a quarterly cash dividend of $0.25 per
share of our common stock. The dividend is payable on December 20, 2004 to holders of record as of the close of business on November 26,
2004. The dividend will be paid to shareholders of record even if the public company merger occurs prior to the December 20, 2004 payment
date.

Non-Nuclear Asset Acquisition

On the first business day after the closing of the public company merger or as soon as possible thereafter, and subject to the satisfaction of other
conditions to the non-nuclear asset acquisition, GC Power Acquisition will acquire all of our non-nuclear assets and liabilities through a merger
of a wholly owned subsidiary of GC Power Acquisition with and into Genco II LP. Simultaneously with that merger, GC Power Acquisition will
acquire Texas Genco Services, LP, one of our current operating subsidiaries that owns certain assets unrelated to our wholesale generation
business and which we refer to as Genco Services, through a merger of another wholly owned subsidiary of GC Power Acquisition with and into
Genco Services. As a result of these mergers, which we refer to collectively as the non-nuclear asset acquisition, Genco II LP and Genco
Services will become indirect wholly owned subsidiaries of GC Power Acquisition. In the non-nuclear asset acquisition, we will receive cash
consideration of $2,813 million, of which up to $2,231 million is to be distributed up to CenterPoint Energy.

Nuclear Asset Acquisition

Following receipt of approval by the NRC and the satisfaction of other conditions to the nuclear asset acquisition, GC Power Acquisition will
acquire indirect ownership of our nuclear assets and liabilities through the merger of another wholly owned subsidiary of GC Power Acquisition
with and into us. As a result of this merger, we will be a wholly owned subsidiary of GC Power Acquisition. In the nuclear asset acquisition,
Utility Holding will receive $700 million in cash, without interest, in consideration for its 100% ownership interest in us.

Background of the Transactions
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The Restructuring of Reliant Energy in Response to the Texas Electric Restructuring Law

In June 1999, the Texas legislature enacted legislation, which we refer to as the Texas electric restructuring law, which substantially changed the
regulatory structure governing electric utilities in Texas in order to encourage retail electric competition. The Texas electric restructuring law
required the restructuring of electric utilities in Texas in order to separate their power generation, transmission and distribution, and retail
electric provider businesses into separate units.

CenterPoint Energy is a public utility holding company that became the parent of Reliant Energy, Incorporated, which we refer to as Reliant
Energy, and its subsidiaries on August 31, 2002 as part of a corporate

15

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 33



Table of Contents

restructuring of Reliant Energy implemented in response to the Texas electric restructuring law. In March 2001, the Public Utility Commission
of Texas, which we refer to as the PUC, approved a business separation plan for Reliant Energy involving the separation of Reliant Energy�s
generation, transmission and distribution, and retail businesses into three separate companies. Effective August 31, 2002, Reliant Energy
consummated a restructuring transaction in accordance with this business separation plan in which it:

� conveyed all of its electric generating facilities to us;

� became a subsidiary of CenterPoint Energy; and

� converted into a limited liability company named CenterPoint Energy Houston Electric, LLC, which we refer to as CenterPoint
Houston.

Under the Texas electric restructuring law, transmission and distribution utilities whose generation assets were �unbundled� pursuant to the law,
including CenterPoint Houston, are entitled to recover their �stranded costs� associated with those assets. The Texas electric restructuring law
defines stranded costs as the positive excess of the regulatory net book value of the utility�s unbundled generation assets over the market value of
those assets, after taking specified factors into account. The law allows alternate methods for establishing a market value for generation assets,
including outright sale, full or partial stock market valuation and asset exchanges. Under Reliant Energy�s business separation plan, Reliant
Energy agreed that the fair market value of our generating assets would be determined using the partial stock market valuation method.

During 2002, CenterPoint Energy considered conducting an initial public offering of our common stock. However, based on the advice of
investment bankers, our poor financial results in 2002 and generally unfavorable capital market conditions in the power generation sector during
2002, an initial public offering was determined not to be feasible prior to the deadline for establishing a trading market for our shares of common
stock under the Texas electric restructuring law and Reliant Energy�s business separation plan. In January 2003, CenterPoint Energy distributed
15,235,760 of the 80 million outstanding shares of our common stock, or approximately 19.04% of our outstanding shares, to its shareholders.
CenterPoint Energy made the distribution to establish a public market value for shares of our common stock to be used in calculating how much
CenterPoint Houston would be able to recover as stranded costs as contemplated by Reliant Energy�s business separation plan and the Texas
electric restructuring law, and to comply with its contractual obligations to Reliant Resources, Inc., a former subsidiary of Reliant Energy that
recently changed its name to Reliant Energy, Inc. and which we refer to as RRI. The closing market price of our common stock on January 7,
2003, the first trading day after CenterPoint Energy�s distribution of our shares, was $10.50 per share.

Among the objectives of Reliant Energy�s business separation plan was the separation of Reliant Energy�s operations into two unaffiliated
publicly traded companies with one company, CenterPoint Energy, holding Reliant Energy�s regulated energy delivery businesses and the other
company, RRI, holding its competitive merchant power and energy services operations. In May 2001, RRI conducted an underwritten initial
public offering of 59.8 million shares of common stock, representing approximately 20% of its outstanding shares, at an initial public offering
price of $30.00 per share, resulting in aggregate net proceeds of approximately $1.7 billion. In furtherance of Reliant Energy�s business
separation plan, the remaining common stock of RRI was distributed to CenterPoint Energy�s shareholders on September 30, 2002.

As part of the business separation plan, RRI was granted an option exercisable in January 2004 to purchase all of the shares of our common
stock owned by CenterPoint Energy following the 19% distribution. The per share exercise price under this option was based on the average
daily closing price of our common stock on The New York Stock Exchange over the 30 consecutive trading days out of the 120 trading days
ending January 9, 2004 which result in the highest average closing price, which equaled $31.67 per share. In addition, a control premium, up to a
maximum of 10%, would have been added to the exercise price to the extent a control premium is included in the valuation determination made
by the PUC relating to the market value of our common stock equity in CenterPoint Houston�s true-up proceeding. On January 23, 2004, RRI
notified CenterPoint Energy that RRI would not exercise its option to purchase CenterPoint Energy�s 81% interest in us.
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CenterPoint Energy Pursues a Sale of its 81% Interest

Following the corporate restructuring of Reliant Energy, CenterPoint Energy publicly disclosed its intention to exit the generation sector of the
electric power industry and to monetize its interest in us and use the proceeds to repay outstanding indebtedness. Consistent with this goal,
CenterPoint Energy had previously stated that if RRI did not exercise its option to purchase CenterPoint Energy�s interest in us, CenterPoint
Energy would consider strategic alternatives for its interest, including a possible sale. In the summer of 2003, CenterPoint Energy began to
consider various strategic alternatives for its interest in us in the event RRI declined to exercise its option, and retained Citigroup Global Markets
Inc., which we refer to as Citigroup, as its financial advisor. CenterPoint Energy considered a number of potential alternative transactions,
including a sale of a portion of its interest in us to one or more third parties, one or more secondary offerings to the public of our shares held by
CenterPoint Energy, sales of some or all of our generating assets to one or more third parties with a pro rata distribution of the proceeds to our
shareholders, including CenterPoint Energy, and a significant leveraging of our balance sheet with new borrowings the proceeds of which would
be distributed pro rata to our shareholders, including CenterPoint Energy. In January 2004, following the decision by RRI not to exercise its
option at the exercise price described above, CenterPoint Energy made an assessment of available strategic alternatives regarding its interest in
Texas Genco. Following this assessment, CenterPoint Energy decided to pursue a transaction involving the sale of all of its 81% interest based
on its view that a sale of its entire interest in a single transaction presented the best opportunity for maximizing the amount of cash proceeds it
would receive as a result of its monetization efforts.

Commencing in February 2004, at the request of CenterPoint Energy, Citigroup contacted a number of potential financial and strategic
purchasers for CenterPoint Energy�s 81% interest in us. A total of 107 potential buyers, comprised of 58 financial entities and 49 strategic
entities, were contacted. During February and March 2004, copies of a confidential information memorandum describing our business,
operations and financial condition were provided to all of the 38 potential buyers that expressed interest and agreed to enter into a confidentiality
agreement, including 24 financial entities and 14 strategic entities. Copies of the information memorandum were also subsequently provided to
five other potential buyers during the course of the auction process, each of whom entered into a confidentiality agreement.

During the first week of April 2004, Citigroup, on behalf of CenterPoint Energy, invited potential buyers to submit written, non-binding
indications of interest by April 15, 2004 for the potential acquisition for cash of CenterPoint Energy�s 81% interest in us. Citigroup, on behalf of
CenterPoint Energy, also indicated that any proposal must identify any expected material or non-customary conditions or contingencies to
closing, further corporate approvals and additional due diligence requirements, as CenterPoint Energy wanted to avoid any unnecessary
regulatory delays or other factors that could jeopardize the ability of the parties to close the transaction on a timely basis.

On or about April 15, 2004, ten preliminary indications of interest were received, including:

� six bids for CenterPoint Energy�s 81% interest with prices ranging from $33.00 to $41.00 per share;

� three non-conforming bids for our interest in the South Texas Project; and

� one non-conforming bid for our base-load coal-fired and/or lignite-fired generation facilities.

Two of the conforming bids were submitted by strategic bidders and four of the conforming bids were submitted by groups primarily comprised
of financial bidders. A number of bidders indicated the need to finance a substantial portion of the purchase price with debt incurred by us and
expressed an interest in acquiring the outstanding common stock owned by our public shareholders as part of the transaction.
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On April 27, 2004 at a regular meeting, CenterPoint Energy�s board of directors discussed the results of the preliminary indications of interest
and other available alternatives for monetizing CenterPoint Energy�s interest in us. At the meeting, presentations were made by CenterPoint
Energy management and representatives of Citigroup. In its presentation, Citigroup summarized the auction process that had been conducted to
date and the
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preliminary indications of interest described above. Citigroup also discussed its preliminary valuation analysis regarding us that it prepared
based on methodologies substantially similar to those employed by Citigroup in connection with the delivery of its opinion to the CenterPoint
Energy board of directors on July 21, 2004, as described under ��Opinion Received by the Board of Directors of CenterPoint Energy,� provided,
however, that Citigroup�s preliminary analysis was based on the February 2004 projections described under ��Our Financial Projections.� In
addition, Citigroup discussed a number of strategic alternatives identified by CenterPoint Energy as a means to monetize its interest in us, factors
to consider in deciding whether to continue to pursue the auction process, and the implications of our right of first refusal with respect to an
additional interest in the South Texas Project as a result of AEP Texas Central Company�s announced agreement to sell its 25.2% interest in the
South Texas Project to a third party. Following the discussions, the CenterPoint Energy board directed management to invite all conforming
bidders and one of the bidders for our interest in the South Texas Project, who we refer to as �Bidder Orange,� to participate in the next phase of
the potential sale process. CenterPoint Energy�s board of directors also determined that our board of directors should be informed of the
possibility that future bids may seek to have us borrow funds and make a special dividend to all of our shareholders, or may seek to acquire
100% of our outstanding shares of common stock.

The Creation of a Special Committee of Our Board of Directors and the Negotiation of a Sale Transaction

Our board of directors met on May 5, 2004 and reviewed the status of the process described above. At this meeting, our board of directors
created a special committee to represent our shareholders, other than CenterPoint Energy, in connection with any proposal by a potential
purchaser of CenterPoint Energy�s 81% interest in us to acquire the additional 19% ownership interest held by our public shareholders, any
determination of whether we should incur additional debt in connection with a purchase of all or a portion of our common stock, and related
matters. Our board of directors also empowered and authorized the special committee to engage its own legal counsel and financial advisors to
assist with its representation of our public shareholders. No limitations were placed on the authority of the special committee. The members of
the special committee initially consisted of J. Evans Attwell, Donald R. Campbell, Robert J. Cruikshank and Patricia A. Hemingway Hall, none
of whom are directors or officers of CenterPoint Energy. Each member of the special committee was paid $1,000 per special committee meeting,
which is the same fee we pay to our directors for participating in meetings of any other committee of our board.

The special committee met on May 5, 2004, immediately following the meeting of our board of directors. This was the first of a total of 14
meetings that the special committee held over the course of the following two and a half months until the transaction agreement with GC Power
Acquisition was executed. At this first meeting, the special committee elected Mr. Attwell to serve as chairman of the special committee. The
special committee discussed law firms who might serve as legal counsel to the special committee, including Haynes and Boone, LLP. The
special committee asked Mr. Campbell to prepare a list of financial advisors that could be hired to assist the special committee in its evaluation
of a proposed transaction.

On May 19, 2004, the special committee met with representatives of Haynes and Boone and decided to retain Haynes and Boone as independent
legal counsel to the special committee. At this meeting, the special committee also discussed the status of the auction process being conducted
by Citigroup on behalf of CenterPoint Energy. The representatives of Haynes and Boone reviewed with the special committee the resolutions of
our board of directors creating the special committee. Based on those resolutions, the special committee determined that it possessed all power
necessary for it to review and evaluate a proposed transaction, consult with its own financial and legal advisors, and determine whether or not to
recommend the approval of a transaction proposal to our full board of directors, and that it had sufficient authority to exercise independent
judgment in representing the interests of our public shareholders.

On May 26, 2004, representatives of Haynes and Boone had a telephonic meeting with Mr. Scott E. Rozzell, Executive Vice President, General
Counsel and Corporate Secretary of CenterPoint Energy and Texas Genco, to discuss the events leading up to the auction process, including
RRI�s decision not to exercise its option to purchase CenterPoint Energy�s 81% ownership interest in us. Mr. Rozzell also provided an overview
of the auction process and other related issues.
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During May and June 2004, the six bidders with conforming bids and Bidder Orange were offered the opportunity to conduct a due diligence
review of our business. One of the six bidders declined the opportunity. Representatives of the five remaining bidders attended management
presentations and were provided with access to information regarding our business, operations, financial condition and other related matters.
Representatives of four bidder groups and Bidder Orange also participated in site visits at some of our generation facilities.

In the last week of May 2004, Citigroup, at the direction of CenterPoint Energy, sent an invitation letter, a form of stock purchase agreement and
a financing proposal offered by affiliates of Citigroup to four of the remaining bidders and Bidder Orange. The letter invited potential bidders to
submit written, definitive proposals by June 18, 2004 for the potential acquisition for cash of CenterPoint Energy�s 81% interest in us. The letter
also instructed each potential bidder to identify its available financing sources, to provide comments regarding the form of stock purchase
agreement and to identify a proposed timeline for all external approvals required before closing. The form of stock purchase agreement
contemplated a one-step transaction consisting of a sale of CenterPoint Energy�s 81% interest in us to the purchaser for an all-cash purchase
price. The instruction letter also advised buyers who had previously expressed an interest in acquiring 100% of our outstanding shares of
common stock that any such proposal would require involvement of the special committee and that CenterPoint Energy would continue
discussions with the special committee with respect to any such proposal. An invitation letter, form of stock purchase agreement and financing
proposal were not sent to the fifth remaining bidder, referred to in the discussion below as �Bidder Purple,� because its transaction proposal
contemplated a private placement of CenterPoint Energy�s holdings of our common stock to investors in the bidder group and, accordingly,
would involve a more limited due diligence review and a form of purchase agreement different from the form circulated to the other bidders.
Citigroup subsequently contacted representatives of Bidder Purple and extended an oral invitation to submit a written, definitive proposal by
June 18, 2004.

On June 1, 2004, the special committee met with Haynes and Boone to discuss each committee member�s independence from CenterPoint
Energy, following conversations between Mr. Attwell and representatives of Haynes and Boone regarding the applicable standards for
independence. Ms. Hemingway Hall discussed the fact that she is an executive officer of a company that is a division of Health Care Service
Corporation and that Mr. Milton Carroll, the chairman of CenterPoint Energy, serves as Chairman of the Board of Directors of Health Care
Service Corporation. Based upon discussions with the special committee members, Ms. Hemingway Hall decided to resign from the special
committee. The members of the special committee determined that there were no relationships that the remaining members had which would
affect their independence in serving as a member of the special committee.

On June 3, 2004, Bidder Orange submitted a definitive bid for our interest in the South Texas Project.

On June 8, 2004 and June 9, 2004, the special committee met with two investment banking firms identified following a search for potential
candidates which were not conflicted from serving as the special committee�s financial advisor, to discuss their credentials and suitability to act
as financial advisor to the special committee.

On June 10, 2004, representatives of Haynes and Boone had a telephonic meeting with representatives of CenterPoint Energy�s legal counsel,
Baker Botts L.L.P., to discuss the status of the auction process, the due diligence process and the current draft of the proposed stock purchase
agreement.

On June 15, 2004, the special committee met to discuss the qualifications and independence of the investment banking firms and the financial
terms of the engagement proposals from the investment banking firms.

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 40



On June 18, 2004, two second round bids were submitted. The investors in GC Power Acquisition LLC, which we refer to as GC Power Group,
submitted a bid for CenterPoint Energy�s 81% interest in us or 100% of our outstanding common stock for a purchase price in either case of
$41.00 per share. The GC Power Group bid also included an alternative proposal to acquire 100% of our outstanding common stock for a
purchase price of
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$42.00 per share consisting of $38.00 in cash and $4.00 in subordinated debt. In its bid, GC Power Group also indicated an interest in discussing
the implementation of certain forward power sales arrangements and a potential alternative transaction structure that would accelerate receipt of
consideration to be paid to all of our shareholders. The GC Power Group bid contemplated that we would incur approximately $2.25 billion of
indebtedness in connection with either an 81% or a 100% transaction and that, in the case of an 81% transaction, the proceeds from such
indebtedness would be distributed to all of our shareholders by means of a special dividend. The GC Power Group bid also included a detailed
markup of the form of stock purchase agreement previously provided for their proposed bid.

The other second round bid was submitted by an investor group, which we refer to collectively as �Bidder White,� consisting of three financial
buyers and an independent power producer. The Bidder White proposal included bids for CenterPoint Energy�s 81% interest in us or 100% of our
outstanding common stock, in each case with or without an election contemplated by section 338(h)(10) of the Internal Revenue Code of 1986,
as amended. In its bid, Bidder White proposed to buy CenterPoint Energy�s 81% interest for a purchase price of $39.00 per share without a
338(h)(10) election or $45.50 per share with a 338(h)(10) election. Bidder White also proposed to buy 100% of our outstanding common stock
for a purchase price of $40.00 per share without a 338(h)(10) election or $46.50 per share with a 338(h)(10) election. The effect of a 338(h)(10)
election, which would require CenterPoint Energy�s consent, would be a substantial reduction in after-tax proceeds to CenterPoint Energy
because CenterPoint Energy would be treated for tax purposes as if it had sold 100% of our assets, and would incur an asset level tax based on
the gain from the deemed sale of 100% of our assets. A 338(h)(10) election would effectively require CenterPoint Energy to pay such tax with
respect to 100% of our assets, even though CenterPoint Energy would receive only proceeds from the sale of its 81% stock interest, and
accordingly CenterPoint Energy would pay the portion of such tax attributable to the 19% of our stock owned by our public shareholders. Bidder
White also indicated that it might be willing to increase its purchase price by up to $0.50 per share if certain hedging arrangements were entered
into and expressed a preference for a simultaneous sale of our interest in the South Texas Project to a third party buyer. The Bidder White bid
contemplated that we would incur up to $3.15 billion of indebtedness in connection with either an 81% or a 100% transaction, a portion of the
proceeds of which would be distributed to all of our shareholders by means of a special dividend in an 81% transaction. The Bidder White bid
did not include a markup of the form of stock purchase agreement previously provided to Bidder White, but did include a memorandum
providing a general summary of their comments regarding the form of stock purchase agreement.

On June 21, 2004, the special committee met to consider the engagement of RBC Capital Markets Corporation as its financial advisor. During
that meeting, the special committee discussed the independence of RBC, the terms of the engagement letter with RBC, and the qualifications of
RBC to serve as financial advisor to the special committee. After confirming the qualifications of RBC and determining that there were no
material relationships that would affect RBC�s independence and ability to be objective in the evaluation of the various transactions being
contemplated by CenterPoint Energy, the special committee by unanimous vote agreed to retain RBC as independent financial advisor to the
special committee. The special committee selected RBC over the other potential financial advisor after considering, among other factors, RBC�s
expertise in energy and utility transactions and the RBC representatives who would work on the matter, which included individuals in RBC�s
Houston office.

On June 22, 2004, a third second round bid was submitted by Bidder Purple, an investor group consisting of hedge funds represented by two
investment banks. In its bid, Bidder Purple proposed to purchase CenterPoint Energy�s 81% interest in us for a purchase price of $39.50 per
share, consisting of a special distribution by us to all of our shareholders of at least $15.00 per share to be financed by at least $1.2 billion of new
indebtedness to be incurred by us and cash in an amount of $24.50 per share to be paid by Bidder Purple. Bidder Purple also indicated a
willingness to pursue two alternative transaction structures.

Under the first alternative transaction proposed by Bidder Purple, which we refer to as the �debt exchange and partial spin-off alternative�:

� we would make a special distribution to all of our shareholders of $15.00 per share to be financed by $1.2 billion of new indebtedness
to be incurred by us;
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� the Bidder Purple investors would expend approximately $980 million of cash to purchase outstanding long-term debt securities of
CenterPoint Energy;

� CenterPoint Energy would exchange approximately 39.9 million shares of our common stock owned by CenterPoint Energy for the
purchased debt securities; and

� CenterPoint Energy would distribute the remaining 24.8 million shares of our common stock it owns to CenterPoint Energy�s
shareholders in a transaction intended to qualify as a tax free distribution.

As a result, the Bidder Purple investors would own approximately 49.9% of our outstanding common stock and CenterPoint Energy would no
longer have an equity interest in us. Our public shareholders would not participate in or receive any consideration under this transaction other
than the special cash distribution. Instead, our public shareholders would retain their minority interest in us, and we would be subject to
significant new indebtedness.

Under the second alternative transaction proposed by Bidder Purple, which we refer to as the �cash rich split-off alternative�:

� we would issue approximately 30.6 million shares of our common stock to the Bidder Purple investors for a purchase price of $39.50
per share, or approximately $1.2 billion in cash;

� we would borrow approximately $1.2 billion;

� we would then contribute approximately $2.4 billion of cash and certain gas pipeline, gas storage and oil storage assets with an
estimated value of $150 million to a newly formed subsidiary; and

� CenterPoint Energy would exchange all of its 81% interest in us for 100% of the outstanding stock in the new subsidiary in a
transaction intended to qualify as a tax free exchange.

As a result, the Bidder Purple investors would own approximately 67% of our outstanding common stock and CenterPoint Energy would no
longer have an equity interest in us. Our public shareholders would not participate in or receive any consideration under this transaction. Instead,
our public shareholders would retain their minority interest in us, and we would be subject to significant new indebtedness.

On June 22, 2004, CenterPoint Energy management and representatives of Citigroup and Baker Botts met to discuss the second round bids. At
the meeting, Citigroup summarized the second round bids described above. Citigroup also discussed the preliminary valuation analysis regarding
us and the strategic alternatives identified by CenterPoint Energy as a means to monetize its interest in us that it had discussed with CenterPoint
Energy�s board of directors on April 27, 2004. In addition, Citigroup discussed factors to consider in deciding whether to continue to pursue the
auction process, including its recommendation that CenterPoint Energy seek an additional round of bids and further information from the bidders
regarding their second round bid proposals. Based on those discussions, CenterPoint Energy management directed Citigroup to contact each
bidder group and request �best and final� bids to be submitted by June 28, 2004 and to engage in various follow-up discussions to clarify certain
elements of the bid proposals.
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On June 24, 2004, representatives of Haynes and Boone and RBC had a telephonic meeting with representatives of Baker Botts and Citigroup to
discuss the auction process and CenterPoint Energy�s interest in a sale of its 81% ownership interest in us. The representatives of CenterPoint
agreed to send, and did send, to the special committee and its advisors the first and second round bids that were received by Citigroup and
subsequent bid proposals as they were submitted.

On June 28, 2004, GC Power Group and Bidder White each submitted revised bids in response to Citigroup�s request for �best and final� bids. In
its revised bid, GC Power Group proposed to buy CenterPoint Energy�s 81% interest in us for a purchase price of $43.50 per share without a
338(h)(10) election or $44.50 per share with a 338(h)(10) election. Both the 81% and 100% alternatives included the incurrence by us of
indebtedness, the proceeds of which would be distributed to all of our shareholders by means of a special
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dividend in an 81% transaction. GC Power Group also proposed an alternative structure for the acquisition of 100% of our outstanding common
stock at a purchase price of $45.25 per share. That alternative structure, which is substantially similar to the structure of the transactions
contemplated by the transaction agreement, was designed to substantially accelerate the speed and certainty of payment of 100% of the cash
consideration to be payable to our public shareholders and a substantial portion of the cash consideration to be payable to CenterPoint Energy.
The structure would provide 100% of the cash consideration payable to our public shareholders as a first step in a series of transactions, with that
first step not conditioned on the receipt of NRC approval. GC Power Group�s alternate structure also contemplated the forward sale of a
substantial portion of our base-load capacity through 2008 simultaneously with the execution of a definitive agreement.

In Bidder White�s revised bid, it proposed to buy CenterPoint Energy�s 81% interest for a purchase price of $40.00 per share without a 338(h)(10)
election or $46.50 per share with a 338(h)(10) election. Bidder White also proposed to buy 100% of our outstanding common stock for a
purchase price of $41.25 per share without a 338(h)(10) election or $47.75 per share with a 338(h)(10) election. Both the 81% and 100%
alternatives included the incurrence by us of indebtedness, a portion of the proceeds of which would be distributed to all of our shareholders by
means of a special dividend in an 81% transaction. Each purchase price included a $0.75 per share component that would be dependent upon our
entering into certain hedging arrangements involving forward power sales acceptable to Bidder White. Bidder White again expressed a
preference for a simultaneous sale of our interest in the South Texas Project to a third party buyer.

On June 29, 2004, Bidder Purple submitted a revised bid in which it proposed to purchase CenterPoint Energy�s 81% interest in us for a purchase
price of $40.75 per share, consisting of a special distribution by us to all of our shareholders (including our public shareholders) of at least
$18.75 per share to be financed by at least $1.5 billion of new indebtedness to be incurred by us and cash in an amount of $22.00 per share to be
paid by Bidder Purple to CenterPoint Energy. Bidder Purple again indicated an interest in discussing the debt exchange and partial spin-off
alternative and the cash rich split-off alternative, the proposed terms of which were modified to reflect the higher proposed value for our shares,
the increase in amount of indebtedness we would incur, and, with respect to the debt exchange and partial spin-off alternative, the increase in the
amount of the special distribution by us to our shareholders.

On June 29, 2004, the special committee held a telephonic meeting to discuss the status of the auction process. At that meeting, RBC provided
an overview of the auction process and reviewed with the special committee a summary of the first and second round bids that had been received
by Citigroup and reported on its discussions with Citigroup. RBC also indicated that they were reviewing the third and final round bids that had
been received by Citigroup on June 28th and June 29th. The special committee directed RBC to continue their review of the third and final
round bids and to provide additional information to the special committee on our valuation as compared to the current trading price. At the June
29th meeting, representatives of Haynes and Boone also summarized their conversations with CenterPoint Energy representatives regarding the
auction process and reiterated that the special committee was not obligated to accept any proposal and could reject any and all proposals in the
fulfillment of its fiduciary duties to our public shareholders.

On June 30, 2004, CenterPoint Energy�s board of directors held a telephonic special meeting to, among other things, update the board regarding
developments in the auction process and discuss the current proposals. At the meeting, presentations were made by CenterPoint Energy
management and representatives of Citigroup and Baker Botts regarding the terms of each bid and related matters. In its presentation, Citigroup
summarized the auction process that had been conducted to date and the second round bids described above. Citigroup also discussed the
preliminary valuation analysis regarding us that it had previously discussed with CenterPoint Energy�s board of directors on April 27, 2004.
Following the discussions, the CenterPoint Energy board authorized management to continue to engage in negotiations with each of the
remaining bidders.

During July 2004, CenterPoint Energy management and representatives of Citigroup and Baker Botts engaged in numerous discussions with the
respective representatives of, and legal counsel for, GC Power Group,
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Bidder White and Bidder Purple regarding structural, financing, tax and regulatory issues, hedging arrangements and other matters relating to
each bidder�s proposal, some of which conversations representatives of Haynes and Boone participated in. Representatives of RBC had multiple
calls with representatives of Citigroup to discuss the status of the three bids, the due diligence process, GC Power Group�s and Bidder White�s
proposed transaction agreements and Bidder Purple�s proposed transaction structures. During this time period, additional due diligence
information was provided in response to further requests by GC Power Group, Bidder White and Bidder Purple.

On July 2, 2004, the special committee held a telephonic meeting to discuss the third and final round bids received by Citigroup from the three
final bidders. At that meeting, RBC reviewed the terms of the third round bids with the special committee and discussed the preliminary
valuation analysis regarding us that Citigroup had prepared and discussed with CenterPoint Energy�s board of directors on June 30, 2004, a copy
of which Citigroup had provided to RBC. The special committee discussed the fact that the Bidder White proposal had a higher stated per share
price of $47.75, including a $0.75 per share component that would be dependent upon our entering into certain hedging arrangements acceptable
to Bidder White, for a 100% transaction with a 338(h)(10) election as compared to GC Power Group�s proposal of $45.25 per share for a 100%
transaction with no 338(h)(10) election. The special committee also discussed the GC Power Group transaction structure, including the fact that
our public shareholders could expect to receive payment of the consideration for their shares sooner than under Bidder White�s proposal. The
special committee also discussed the tax detriment to CenterPoint Energy of any structure that included a 338(h)(10) election. The special
committee directed RBC to request of the bidders certain clarifications regarding their bids for only CenterPoint Energy�s 81% ownership interest
in us. Representatives of Haynes and Boone also discussed with the special committee the transaction documents and related issues associated
with the various bidder proposals. The special committee also discussed the Bidder Purple bid, which offered, depending upon which of the
three structures was considered, either no consideration to our public shareholders or lower consideration to our public shareholders than either
the GC Power Group bid or the Bidder White bid.

On July 2, 2004, Baker Botts delivered a draft merger agreement to Bidder White�s legal counsel. The draft agreement was based on the form of
stock purchase agreement previously provided to Bidder White and incorporated provisions requested by the special committee and Haynes and
Boone and other comments, including a right of Texas Genco to terminate the agreement to accept a superior proposal and required approval by
a majority of our shareholders not affiliated with CenterPoint Energy, which we refer to as a majority of the minority voting requirement, and
also addressed certain matters discussed between representatives of Baker Botts and Bidder White�s legal counsel.

On July 3, 2004, GC Power Group�s legal counsel delivered a revised transaction agreement to CenterPoint Energy�s management and
representatives of Citigroup and Baker Botts that was based on GC Power Group�s markup of the form of stock purchase agreement it provided
as part of its June 18, 2004 bid and that reflected discussions between representatives of Baker Botts and GC Power Group�s legal counsel.

On July 6, 2004, Bidder White provided a revised bid proposal to representatives of Citigroup that included a revised draft of the merger
agreement previously provided by Baker Botts. Under the terms of Bidder White�s revised bid, it proposed to purchase 100% of our outstanding
common stock for a purchase price of $47.75 per share with a 338(h)(10) election. The purchase price again included a $0.75 per share
component that would be dependent upon our entering into certain hedging arrangements acceptable to Bidder White. The revised proposal was
structured to condition the closing of the entire transaction on the concurrent sale of our interest in the South Texas Project to a third party buyer
who had already been selected by Bidder White. Accordingly, the entire transaction would be conditioned on NRC approval and compliance
with the right of first refusal procedures relating to the sale of our interest in the South Texas Project, with attendant delay and risk of
non-satisfaction of conditions to closing. The revised draft merger agreement from Bidder White included a limited thirty-day termination right
to accept a superior proposal but did not include a majority of the minority voting requirement.
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From July 7 through July 9, 2004, CenterPoint Energy management, and representatives of Citigroup and Baker Botts engaged in a series of
meetings with representatives of, and legal counsel for, GC Power Group in CenterPoint Energy�s offices in Houston to discuss various aspects
of the GC Power Group proposal.

On July 8, 2004, representatives of Haynes and Boone participated in conference calls with Baker Botts and legal counsel to Bidder White
regarding the proposed Bidder White merger agreement. On July 8, 2004, representatives of Haynes and Boone and RBC also participated in a
conference call with our management and representatives of CenterPoint Energy and Citigroup to discuss the hedging arrangements proposed by
GC Power Group and Bidder White. Representatives of Haynes and Boone again discussed with Baker Botts the special committee�s desire to
include a right of Texas Genco to terminate the agreement to accept a superior proposal and a majority of the minority vote requirement in the
transaction agreement with GC Power Group and the merger agreement with Bidder White.

On July 13, 2004, Mr. Attwell met with David McClanahan, President and Chief Executive Officer of CenterPoint Energy, to discuss the status
of the three final bid proposals. Mr. McClanahan indicated that although Bidder White�s proposal had the higher stated price, its requirement of a
338(h)(10) tax election would require CenterPoint Energy to pay additional taxes, including amounts attributable to our public shareholders, and
therefore GC Power Group�s proposal, which did not include a 338(h)(10) election, would yield higher after-tax proceeds to CenterPoint Energy.
Mr. McClanahan also expressed concern about the lesser degree of certainty of the Bidder White proposal, the scope of its remaining due
diligence, that its proposed structure contained more conditions to closing than GC Power Group�s structure and would likely require a longer
period to close due to the fact that the entire transaction would be conditioned on obtaining NRC approval and require compliance with the right
of first refusal procedures relating to the sale of our interest in the South Texas Project, whereas the GC Power Group structure was expected to
permit our public shareholders to receive their consideration sooner and without NRC approval. Mr. McClanahan also expressed concern
regarding the need for NRC approval related to Bidder Purple�s straight stock sale proposal and the potential tax risks associated with each of
Bidder Purple�s proposed alternative transactions. Mr. McClanahan indicated that CenterPoint Energy was still considering all three bids and that
CenterPoint Energy�s board of directors was scheduled to meet on July 16, 2004, and would consider the bids and determine whether to proceed
with a sale of its 81% ownership interest in us.

During the third week of July 2004, GC Power Group and Bidder White continued their due diligence efforts, with both parties making a
number of requests to CenterPoint Energy and its representatives for information with respect to our company, and CenterPoint Energy, its
representatives or our company responding to requests CenterPoint Energy deemed appropriate (in a number of cases following discussion with
the relevant bidder). During these efforts, representatives of Bidder White contacted the special committee and its advisors on several occasions
to express concerns about CenterPoint Energy�s responsiveness to its due diligence requests. At the special committee�s direction, the special
committee�s representatives discussed with CenterPoint Energy�s representatives the concerns expressed and the special committee�s desire that
CenterPoint Energy and its advisors take appropriate steps to respond to any remaining requests from Bidder White. In connection with these
discussions, Baker Botts provided Haynes and Boone with documents prepared by CenterPoint Energy cataloging the due diligence information
that had been provided to Bidder White since its due diligence review began in June 2004. Representatives of CenterPoint Energy also informed
representatives of the special committee that Bidder White had only recently retained an additional third party consultant to assist Bidder White
with its due diligence efforts, that a number of the most recent diligence requests solicited information that had been provided previously during
the process, and that they believed CenterPoint Energy had been responsive to all of the Bidder White diligence requests that could reasonably
be accommodated. Representatives of CenterPoint Energy further explained that Bidder White�s outstanding requests were for information that
had not been provided to other bidders. On July 19, 2004, a representative of Bidder White reported to Mr. Attwell that Bidder White had
essentially completed its due diligence process, and during that night GC Power Group advised CenterPoint Energy that it had essentially
completed its due diligence process.

On July 14, 2004, management of CenterPoint Energy met with representatives of GC Power Group and agreed to continue to negotiate the
remaining open items relating to the proposed transaction. CenterPoint Energy
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management stated that it would request the special committee to consider the GC Power Group�s proposal and, depending on the special
committee�s response to the terms of GC Power Group�s bid, would recommend the proposal to the CenterPoint Energy board of directors at the
July 16, 2004 meeting.

On July 14, 2004, Bidder White delivered a letter to representatives of Citigroup providing additional information regarding its proposed
hedging arrangements and proposing that our minority shareholders (but not CenterPoint Energy) would receive the entire $0.75 per share
component of the proposed purchase price relating to the proposed hedging arrangements whether or not the hedging arrangements were
successfully implemented.

On July 14, 2004, the special committee held a meeting with representatives of Haynes and Boone and RBC. Mr. Attwell reported to the other
members of the special committee his conversations with Mr. McClanahan, including Mr. McClanahan�s expressed desire that the special
committee communicate to CenterPoint Energy the special committee�s preference as between the available bids and structures and whether to
pursue any transaction at all before the July 16, 2004 meeting of CenterPoint Energy�s board of directors. Representatives of Haynes and Boone
reported to the special committee its discussions with Baker Botts regarding the status of the auction process. Haynes and Boone also indicated
that Baker Botts had advised it that both GC Power Group and Bidder White had indicated they were not willing to proceed with a transaction
conditioned on a majority of the minority voting requirement.

At the July 14, 2004 meeting, RBC reviewed with the special committee its presentation regarding different valuation analyses of Texas Genco
and the third and final round bids. RBC discussed with the special committee stock market valuations of comparable companies, as well as
valuations that had been applied to comparable companies in asset acquisition transactions. These valuations were prepared based on procedures
and assumptions substantially similar to those employed by RBC in connection with the delivery of its opinion to the special committee and our
board of directors on July 21, 2004 regarding the fairness of the public company merger consideration to our shareholders other than CenterPoint
Energy, as described under ��Fairness Opinion of RBC Capital Markets Corporation.� RBC noted that it was difficult to identify comparable
companies that were substantially similar to us and that none of the comparable companies or transactions was sufficiently similar to us or to the
proposed transactions to provide a high degree of correlation. RBC further explained that comparing the selected companies and transactions to
us and the proposed transactions involved complex considerations and judgments concerning differences in financial and operating
characteristics and other factors that may have affected the values in the comparable companies and transactions. RBC discussed its analysis of
the fairness, from a financial point of view, to our public shareholders of a possible transaction with GC Power Group or Bidder White. The
members of the special committee questioned RBC about its analysis of the financial projections, valuation methodologies, comparable
companies and transactions, conclusions and similar matters. The special committee discussed the Bidder Purple bid and the fact that the $40.75
per share value to CenterPoint Energy in the straight stock sale proposal was less than the per share value of the other two bids, and was aware
of the fact that the alternate proposals by Bidder Purple offered no consideration to our public shareholders.

At the July 14, 2004 meeting, the special committee also discussed the hedging and financing arrangements proposed by GC Power Group and
Bidder White. The special committee discussed the regulatory approvals required to consummate the proposed transactions, and the fact that the
GC Power Group proposal did not require NRC approval to complete the public company merger and the distribution of the cash proceeds to our
public shareholders. The special committee also discussed the recent increases in the trading price of our common stock. Representatives of
Haynes and Boone reviewed with the special committee key provisions of the current drafts of the legal documents for the GC Power Group and
Bidder White transactions.

On the morning of July 15, 2004, Mr. Attwell had a conversation with Mr. McClanahan and informed Mr. McClanahan that the special
committee would like Citigroup and CenterPoint Energy to present their views of the final bids. Mr. Attwell also requested on behalf of the
special committee that the management of Texas Genco inform the special committee as to their views of a sale of Texas Genco and its benefits
to the shareholders other than CenterPoint Energy.
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On July 15, 2004, the special committee held a telephonic meeting with representatives of Haynes and Boone and RBC to discuss the bids and to
determine what, if any, guidance it would provide to CenterPoint Energy�s board of directors before the meeting on July 16, 2004. After
considerable discussion of the various bids, the special committee directed Mr. Attwell to contact Mr. McClanahan to discuss a number of issues
including the price differential between Bidder White and GC Power Group, timing for payment of consideration to our public shareholders and
the status of Bidder Purple.

After the special committee meeting on July 15, 2004, Mr. Attwell met with Mr. McClanahan to discuss the issues raised by the special
committee at the earlier meeting. Mr. McClanahan confirmed to Mr. Attwell that CenterPoint Energy�s management was continuing to
communicate with all three remaining bidders. Mr. McClanahan indicated that CenterPoint Energy�s management preferred the GC Power Group
proposal because of the higher after-tax proceeds to CenterPoint Energy, the expected greater certainty of closing and the expected expedited
receipt of consideration to all shareholders. Mr. McClanahan reiterated CenterPoint Energy�s concerns regarding the regulatory uncertainties
related to Bidder Purple�s straight stock sale proposal and the potential tax risks associated with each of Bidder Purple�s proposed alternative
transactions. Mr. Attwell expressed the special committee�s concern about the price differential between GC Power Group�s proposal and Bidder
White�s proposal. Mr. Attwell indicated that the stated price in the Bidder White proposal was attractive and inquired as to the possibility that GC
Power Group would increase its price to our public shareholders. Mr. Attwell also informed Mr. McClanahan of the special committee�s
discussions regarding a termination right for a superior proposal, a majority of the minority voting requirement on any proposed transaction and
a �clawback� provision allowing our public shareholders to participate in any additional consideration received by CenterPoint Energy in
connection with a sale of our assets by CenterPoint Energy after the public company merger at a higher price if the non-nuclear asset transaction
or the nuclear asset transaction did not close under GC Power Group�s structure (Baker Botts and Haynes and Boone had previously discussed
practical and business difficulties raised by such a term). Finally, Mr. Attwell requested a presentation from Citigroup and CenterPoint Energy�s
and Texas Genco�s management regarding the auction process and CenterPoint Energy�s preference for the GC Power Group proposal.

On July 16, 2004, a special meeting of CenterPoint Energy�s board of directors was held by telephone conference call to update the board
regarding developments in the bidding process since June 30, 2004. At the meeting, presentations were made by CenterPoint Energy
management, and representatives of Citigroup and Baker Botts regarding the terms of each bid, strategic alternatives for monetizing CenterPoint
Energy�s 81% interest in us, and related matters. Representatives of Citigroup reviewed certain of the financial terms of the proposals including
financial analyses relating to the $45.25 per share purchase price implied by the aggregate consideration to CenterPoint Energy under the GC
Power Group proposal. CenterPoint Energy�s board of directors reviewed and discussed the terms of the proposed GC Power Group transaction
and management�s determination that the bid presented the most compelling proposal.

On the morning of July 16, 2004, the special committee held a telephonic meeting and discussed with its legal and financial advisors the status
of Bidder White�s outstanding diligence requests based on correspondence from Bidder White to Citigroup. The special committee decided to
reconvene later that afternoon to receive a report from Citigroup and CenterPoint Energy�s and Texas Genco�s management regarding the auction
process, CenterPoint Energy�s preference for the GC Power Group proposal and whether CenterPoint Energy�s board of directors had made a
decision at the board of directors meeting scheduled for the morning of July 16, 2004.

On the afternoon of July 16, 2004, the special committee reconvened with their legal and financial advisors for the presentation by Citigroup and
CenterPoint Energy. Representatives from Citigroup at the direction of CenterPoint Energy delivered a presentation to the special committee
regarding the three final proposals. In response to the special committee�s concerns communicated to Mr. McClanahan, GC Power Group had
increased its bid by $25 million and CenterPoint Energy had agreed that this amount would be allocated disproportionately to our public
shareholders so that the per share price to our public shareholders would increase by $1.22 per share, from $45.25 to $46.47, and the per share
price to CenterPoint Energy would increase by $.10 per share,
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from $45.25 to $45.35. Representatives from Citigroup also noted CenterPoint Energy�s belief in the existence of certain advantages of GC
Power Group�s proposal as compared to Bidder White�s proposal, including the advantage that the public company merger was not conditioned on
NRC approval and the related expectation that receipt of consideration would be accelerated by several months under the GC Power Group
structure, and the fact that GC Power Group�s proposal should not require compliance with the right of first refusal procedures relating to the sale
of our interest in the South Texas Project.

At the meeting with the special committee on July 16, 2004, CenterPoint Energy representatives indicated that CenterPoint Energy�s board of
directors had endorsed the GC Power Group proposal at its earlier meeting but had not formally approved it. The special committee discussed
with the representatives of Citigroup and CenterPoint Energy how GC Power Group�s timing advantage and more favorable closing conditions
compared to Bidder White�s advantage in stated price and the potential value impact of the accelerated receipt of consideration expected from
GC Power Group�s proposal. In discussing the potential timing advantage and related impact on net present value of Bidder White�s stated price,
the CenterPoint Energy representatives noted that the Bidder White transaction was expected to take between three and six months longer to
close than the GC Power Group transaction. The special committee noted to Citigroup and CenterPoint Energy that despite GC Power Group�s
price increase and the GC Power Group contractual advantages, the special committee remained concerned about the difference in stated price
between GC Power Group�s revised proposal and Bidder White�s proposal. The special committee discussed with Citigroup and CenterPoint
Energy the scope of the auction process, the due diligence process, and that GC Power Group had rejected requests to include a termination right
to accept a superior proposal or a majority of the minority vote requirement in its proposed transaction agreement.

After the representatives of Citigroup and CenterPoint Energy departed the meeting, the special committee discussed whether the additional $25
million proposed by GC Power Group could be allocated 100% to our public shareholders. The special committee also discussed the advantages
and disadvantages of the GC Power Group proposal and the Bidder White proposal and the closing conditions to each proposal and likely timing
of closing. The special committee also discussed that based on several factors, including the tax consequences and the lack of assurance on the
contingent $.75 per share consideration to CenterPoint Energy under Bidder White�s proposal, and the expected timing advantages for closing
and receipt of most of the consideration under GC Power Group�s structure, it believed that CenterPoint Energy would support GC Power Group�s
proposal in preference to Bidder White�s proposal even if the language of the material adverse change closing condition and related terms of
Bidder White�s proposal were improved to match the corresponding terms in GC Power Group�s proposal. Based on these considerations, the
special committee determined to seek to increase the price GC Power Group would pay to the shareholders other than CenterPoint Energy, rather
than to continue pursuing the Bidder White proposal or any revised bid or counteroffer from Bidder White or Bidder Purple.

The special committee then directed representatives of RBC to contact Citigroup to advise Citigroup that the special committee would be willing
to support GC Power Group�s proposal if GC Power Group increased the price to our public shareholders to $48.00 per share. The representatives
of RBC contacted representatives of Citigroup and CenterPoint Energy and informed them of the special committee�s position. Citigroup and
CenterPoint Energy indicated that, based on their discussions with GC Power Group, they believed GC Power Group would not pay $48.00 per
share to our public shareholders.

The special committee reconvened immediately following RBC�s telephone call with Citigroup and CenterPoint Energy to discuss the response,
and the special committee directed Mr. Attwell to contact Mr. McClanahan to discuss the special committee�s $48.00 per share proposal.

Mr. Attwell had a telephone call with Mr. McClanahan, during which Mr. McClanahan indicated that CenterPoint Energy would agree to
allocate 100% of the additional $25 million proposed by GC Power Group to our public shareholders, which would increase the price to the
shareholders other than CenterPoint Energy to $46.90 per share. Mr. Attwell communicated this counter-proposal to the special committee, and
the special committee directed Mr. Attwell to contact Mr. McClanahan and propose that GC Power Group pay a price of
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$47.00 per share to the shareholders other than CenterPoint Energy. The special committee then recessed the meeting and Mr. Attwell informed
Mr. McClanahan of the $47.00 per share proposal.

In the early evening of July 16, 2004, Mr. McClanahan called Mr. Attwell and reported that GC Power Group had agreed to pay our public
shareholders a per share price of $47.00 in the public company merger (with no termination right to accept a superior proposal and no majority
of the minority voting requirement). Mr. McClanahan indicated that this was GC Power Group�s final offer and the offer was acceptable to
CenterPoint Energy.

The special committee then reconvened during the evening of July 16, 2004, and Mr. Attwell informed the special committee of GC Power
Group�s final offer. After extensive discussions and after considering all the relevant issues and the advice of RBC as to the fairness of the offer,
from a financial point of view, to our public shareholders, the special committee unanimously determined to proceed with the GC Power Group�s
final proposal.

Following the determination by the special committee, on the evening of July 16, 2004, CenterPoint Energy agreed to work in good faith on an
exclusive basis with GC Power Group through July 21, 2004. From July 16 through July 20, 2004, the parties negotiated to finalize the various
transaction documents. During that period, representatives of Baker Botts had discussions with representatives of Haynes and Boone to update
them on the status of the negotiations and Haynes and Boone was furnished with copies of drafts of the transaction agreement.

On July 20, 2004, the special committee held a meeting with representatives of Haynes and Boone. Mr. Attwell reported to the other members of
the special committee that a representative of Bidder White had called him on July 19 to report that Bidder White has essentially completed its
due diligence process and that the representative did not indicate that Bidder White was willing to raise its bid price. The special committee then
discussed with representatives of Haynes and Boone the current draft of the transaction agreement. The special committee discussed with
representatives of Haynes and Boone the fact that the transaction agreement did not provide us with a right to terminate the agreement to accept
a superior proposal and the special committee concluded that this type of provision is not essential based on the circumstances, including the
purchase price of $47.00 per share, the fact that Citigroup, on behalf of CenterPoint Energy, had conducted an extensive auction process and that
CenterPoint Energy had voting control of Texas Genco. The special committee also discussed the timing of the GC Power Group transaction and
the expectation that NRC approval would not be required to consummate the public company merger.

The representatives of RBC then joined the special committee meeting and delivered their presentation regarding the fairness, from a financial
point of view, of the GC Power Group transaction at a per share price of $47.00 to our public shareholders. RBC also discussed with the special
committee our financial projections and the auction process that Citigroup had conducted on behalf of CenterPoint Energy. The special
committee discussed with representatives of RBC and Haynes and Boone the forward power sale arrangements included in GC Power Group�s
proposal and their effect on our public shareholders if the non-nuclear asset acquisition or the nuclear asset acquisition did not close. Under GC
Power Group�s proposal, we would enter into a master power purchase and sale agreement with a member of the Goldman Sachs group
simultaneously with the execution of a definitive transaction agreement with GC Power Group. Under the master power purchase and sale
agreement, we would sell forward a substantial portion of our base-load generating capacity through 2008 on a firm, fixed price basis. Our
obligations under this agreement would continue regardless of whether the public company merger, non-nuclear asset acquisition or nuclear
asset acquisition closes. For additional information regarding this agreement, please read ��Other Agreements�Power Purchase and Sale
Agreement.�

RBC then presented to the special committee its oral opinion, which was subsequently confirmed in writing on July 21, 2004, that the per share
consideration to be received in the public company merger by our shareholders, other than CenterPoint Energy, was fair, from a financial point
of view, to such shareholders. The
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special committee considered all the issues presented to it, including the advantages and disadvantages of GC Power Group�s proposal as
compared to Bidder White�s proposal, and determined by unanimous vote to recommend the GC Power Group transaction to our board of
directors as being fair to, advisable and in the best interest of our public shareholders, subject to satisfactory completion of final documents and
the special committee�s receipt of the executed fairness opinion from RBC, both of which occurred on July 21, 2004.

On July 20, 2004, a special meeting of CenterPoint Energy�s board of directors was held by telephone conference call to consider the proposed
transaction with GC Power Group. At the meeting, presentations were made by CenterPoint Energy management and representatives of
Citigroup and Baker Botts regarding the terms of the proposed transaction and related matters. The CenterPoint Energy board reviewed and
discussed the terms of the proposed transaction and management�s assessment of the transaction from financial, strategic, operating and
regulatory standpoints. Representatives of Citigroup indicated that Citigroup was in a position to deliver an opinion to the CenterPoint Energy
board of directors to the effect that, based on and subject to the considerations and limitations to be set forth in their written opinion, the
aggregate consideration to be received by CenterPoint Energy in the non-nuclear asset acquisition and the nuclear asset acquisition as
contemplated by the transaction agreement was fair, from a financial point of view, to CenterPoint Energy. After further discussions and noting
that the special committee had unanimously recommended that we enter into the transaction agreement and the transactions it contemplates,
CenterPoint Energy�s board of directors voted unanimously to approve the transaction agreement and the transactions it contemplates.

On July 20, 2004, a special meeting of our board of directors was held to consider the proposed transaction with GC Power Group and discuss
the determinations of the special committee. Mr. Attwell provided a report on behalf of the special committee outlining the steps the special
committee had taken and the proposals by Bidder White and Bidder Purple. Mr. Attwell noted that RBC was prepared to issue a fairness opinion
regarding the GC Power Group transaction. He then discussed key provisions of the opinion, including its conclusion that, at a price of $47.00
per share, the proposed public company merger was fair, from a financial point of view, to our public shareholders. Mr. McClanahan then
discussed the determination by CenterPoint Energy that the GC Power Group transaction was superior to the other bidder proposals both as to
CenterPoint Energy and our public shareholders. Haynes and Boone then discussed, at Mr. Attwell�s request, whether a proposal should be made
to GC Power Group that the transaction agreement be revised to provide that if the public company merger closing fell within 15 days before the
record date for the payment of a regular dividend, the record date for the dividend would be accelerated and the dividend paid. Representatives
of CenterPoint Energy responded that they did not expect that proposal would be agreeable to GC Power Group, noting that the agreed increase
in purchase price and allocation of the entire increase to our public shareholders had been GC Power Group�s final offer and that the proposal
would effectively represent a request for payment of additional purchase price. Following a separate discussion by the special committee and
Haynes and Boone, during which the other members of our board of directors temporarily left the meeting (other than Ms. Hemingway Hall,
who was participating in the meeting by telephone), which led the special committee to withdraw the request for the accelerated dividend, Mr.
Attwell stated that the special committee had decided by unanimous vote to recommend the GC Power Group transaction as being fair to,
advisable and in the best interest of our public shareholders, subject to satisfactory completion of final documents and the special committee�s
receipt of the executed fairness opinion from RBC, both of which occurred on July 21, 2004. Our board of directors then voted unanimously to
approve the transaction agreement and the transactions it contemplates.

On the morning of July 21, 2004, the transaction agreement and related documents were finalized, and shortly thereafter, RBC delivered its
written fairness opinion to the special committee and our board of directors, and Citigroup delivered its fairness opinion to the board of directors
of CenterPoint Energy. The transaction agreement, the power purchase agreement described under ��Other Agreements�Power Purchase and Sale
Agreement� and related documents were executed, and a press release announcing the transaction was issued later that morning.
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Position of Our Special Committee and Board of Directors as to the Fairness of the Public Company Merger

Determination by the Special Committee

At a meeting of the special committee held on July 20, 2004, the special committee determined by unanimous vote that the transaction
agreement with GC Power Acquisition and the transactions contemplated thereby, including the public company merger, are fair to, advisable
and in the best interests of Texas Genco and our public shareholders, and resolved to recommend to our board of directors that the transaction
agreement and the transactions contemplated thereby, including the public company merger, be approved by our board of directors, subject to
satisfactory completion of the transaction agreement and the special committee�s receipt of the executed fairness opinion from RBC, each of
which occurred on July 21, 2004.

In making its determination and recommendation, the special committee considered the following material factors, each of which it generally
considered to weigh in favor of the substantive fairness of the public company merger to our unaffiliated shareholders:

� The auction process described under ��Background of the Transactions� was thorough and inclusive. The auction process provided an
extensive market check in which a broad range of over 100 potential strategic and financial buyers were contacted, and no restrictions
were placed on the parties contacted or upon the structure or type of transaction that could be considered, other than CenterPoint
Energy�s expressed preference for a cash transaction. In addition, during the auction process extensive due diligence information
regarding our business, operations and financial condition was provided to potential buyers in an effort to elicit the most favorable
bids.

� The presentation of and opinion delivered by RBC that, as of July 21, 2004, the public company merger consideration to be received
by our shareholders (other than CenterPoint Energy) was fair, from a financial point of view, to such holders. A summary of RBC�s
presentation and material analyses is described under ��Fairness Opinion of RBC Capital Markets Corporation� and a copy of the written
opinion of RBC dated July 21, 2004 is included as Appendix C to this information statement.

� The fact that our unaffiliated shareholders are entitled to receive $47.00 per share in the public company merger while CenterPoint
Energy is only entitled to receive the equivalent of approximately $45.25 per share for its 81% interest in us (consisting of
approximately $34.44 per share to be paid upon the closing of the non-nuclear asset acquisition and approximately $10.81 per share to
be paid at a later date upon the closing of the nuclear asset acquisition).

� The relationship between the $47.00 price per share to be paid to our unaffiliated shareholders in the public company merger and the
recent and historical market price of our common stock. The special committee deliberated over the $47.00 per share public company
merger consideration to our unaffiliated shareholders as compared to the recent market price of our common stock. In RBC�s
presentation to the special committee, RBC noted that the current price of our common stock had increased approximately 426.3%
from the commencement of public trading in our common stock on December 18, 2002 through July 16, 2004, while selected
comparable companies as a whole appreciated 68.3%, the S&P 500 Index appreciated 23.6% and the S&P Electric Utilities Index
appreciated 25.3% during such period. RBC�s presentation also provided the average closing market price for our common stock over
the preceding 30-day, 60-day, 90-day and one-year periods, which were $44.09, $41.14, $39.29 and $32.31, respectively. The closing
market price for our common stock on July 20, 2004, the last day prior to the public announcement of the transactions contemplated
by the transaction agreement, was $46.48 per share.

� The fact that natural gas prices at the time the transaction was being considered were at historically high levels, which increased
electricity prices paid to all generating companies in our markets, including companies like us that use fuels other than natural gas, and
thus caused our profitability to increase during the period the transaction was being considered.
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� The fact that the public company merger consideration is all cash, which provides certainty of value to our shareholders.

� The fact that in the final stages of the negotiations CenterPoint Energy agreed to the allocation of all of the approximately $26.6
million aggregate increase in purchase price agreed to by GC Power Group to our public shareholders.

� The consummation of the public company merger and the payment of the public company merger consideration to our unaffiliated
shareholders is not expected to require NRC or PUC approval, which means that payment to our unaffiliated shareholders would likely
occur several months earlier as compared to the transaction proposed by Bidder White.

� The GC Power Group proposal provided greater likelihood of payment to our unaffiliated shareholders as compared to the Bidder
White proposal, because there were fewer and less stringent conditions to the closing of the public company merger. In analyzing the
likelihood of closing, the special committee noted in particular the following:

� The limited scope of the material adverse effect condition to closing, because GC Power Group agreed to include certain
exceptions in the definition of material adverse effect in the transaction agreement (thus making it more difficult for GC Power
Group to assert that a material adverse effect has occurred).

� The fact that consummation of the public company merger is not expected to require NRC or PUC approval.

� The fact that the transaction proposed by Bidder White was conditioned on the sale of our interest in the South Texas Project to a
third party buyer, and, as a result, a potential material adverse event relating to our interest in the South Texas Project would be
more likely to prevent the closing of the proposed Bidder White transaction than the closing of the public company merger, since
the transaction agreement does not contemplate the sale of our interest in the South Texas Project to a third party buyer.

� GC Power Group�s commitment in the transaction agreement to take all steps necessary to avoid or eliminate each and every
impediment under the HSR Act.

� The nature of the financing commitments received by GC Power Group with respect to the proposed transactions, including the
identity of the institutions providing such commitments, the limited conditions to the obligations of such institutions to fund such
commitments, and the duration of such commitments.

� The transaction had the strong support of CenterPoint Energy, which beneficially owns approximately 81% of our outstanding voting
stock.

� Our shareholders who do not support the public company merger have the ability to obtain �fair value� for their shares if they validly
perfect and exercise their dissenters� rights under Texas law. Please read ��Dissenters� Appraisal Rights� for information on how to
exercise your dissenters� rights.

� Under the terms of the transaction agreement, before the effective time of the public company merger, the special committee must
either concur in or direct the action by us to terminate or amend the transaction agreement or waive any condition to our obligation to
close the public company merger or the non-nuclear asset acquisition.

The special committee also considered the following factors, each of which it generally viewed as weighing against the substantive fairness of
the public company merger to our unaffiliated shareholders, but ultimately determined that the material factors discussed above outweighed
these factors:
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� The possible conflicts of interest of CenterPoint Energy and its affiliates. Please read ��Interests of CenterPoint Energy, Directors and
Executive Officers,� for a description of these possible conflicts of interest. The special committee considered in this regard that its
composition, consisting of members of our board of directors with no financial interest in the public company merger that is different
from the interests of our unaffiliated shareholders, permitted it to represent effectively the interests of our unaffiliated shareholders.

� The possibility of disruption to our operations following the announcement of the public company merger, and the resulting effect on
us, including the market price of our common stock, if the public company merger does not close.

� The fact that we will cease to be a public company and our current shareholders will no longer participate in any of the potential
growth, or be exposed to any of the potential risks, associated with our business.

In addition, the special committee acknowledged that CenterPoint Energy�s direct wholly owned subsidiary, Utility Holding, as the holder of
approximately 81% of our outstanding voting stock, would execute a written consent irrevocably approving the public company merger, the
non-nuclear asset acquisition and the nuclear asset acquisition at the time of execution of the transaction agreement and, consequently, our board
of directors may not consider any other offers for a sale of our assets or common stock, including through a merger, reorganization, tender offer,
share exchange, exchange offer or similar transaction. The special committee also considered that GC Power Group had refused to condition the
public company merger upon the approval of at least a majority of our unaffiliated shareholders, despite requests for such a condition by
representatives of the special committee. The special committee also considered that no unaffiliated representative had been retained to act
solely on behalf of our unaffiliated shareholders, but rather that the special committee had been formed to represent our unaffiliated
shareholders. After considering all of the facts and circumstances, the special committee ultimately determined that the public company merger
was procedurally fair to our unaffiliated shareholders for the reasons discussed above, including the thorough and inclusive auction process, and
the approval of the transactions by the special committee composed of disinterested directors, which acted to consider the interests of our
unaffiliated shareholders and had the authority to reject any transaction.

The special committee also considered the fact that if the public company merger does not occur, we will still be subject to the hedging
arrangements that were executed simultaneously with the transaction agreement, as described under �Other Agreements�Power Purchase and Sale
Agreement.�

Determination by Our Board of Directors

At the meeting of our board of directors on July 20, 2004, following the special committee�s unanimous recommendation, our board of directors
unanimously:

� determined that the transaction agreement and the transactions contemplated by the transaction agreement, including the public
company merger, are in the best interests of our company and our shareholders; and

� approved the transaction agreement and the transactions contemplated by the transaction agreement, including the public company
merger.

Our board of directors believes that the public company merger is fair to our unaffiliated shareholders. In evaluating the fairness of the
transaction, the members of our board of directors who also served on the special committee considered the factors described under
��Determination by the Special Committee� and ��Other Considerations of the Special Committee and Our Board of Directors,� including the various
valuation methodologies and financial analyses performed by RBC that were presented to the special committee as part of its consideration of
our going concern value, which analyses were relied upon and adopted by the members of the special committee. The five members of our board
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special committee and our board of directors by RBC that, as of July 21, 2004, the public company merger consideration to be received by our
shareholders (other than CenterPoint Energy) was fair, from a financial point of view, to such shareholders, as well as the other factors described
below, in concluding that the public company merger is procedurally fair to our unaffiliated shareholders. Ms. Hemmingway Hall and Mr. Tees
relied upon and adopted the determination and recommendation of the special committee in concluding that the public company merger is
substantively fair to our unaffiliated shareholders. The other three members of our board of directors, Messrs. McClanahan, Whitlock and
Rozzell, who are also officers and, in the case of Mr. McClanahan, a director of CenterPoint Energy and to whom we collectively refer as the
�CenterPoint Energy representatives,� considered the factors described under ��Position of the CenterPoint Energy Entities as to the Fairness of the
Public Company Merger,� including the various valuation methodologies and financial analyses performed by Citigroup that were presented to
the board of directors of CenterPoint Energy in connection with the delivery of Citigroup�s written opinion described under ��Opinion Received by
the Board of Directors of CenterPoint Energy,� which analyses they relied upon and adopted. The CenterPoint Energy representatives considered
the determination and recommendation of the special committee and RBC�s opinion in making their determination as to the substantive fairness
of the public company merger to our unaffiliated shareholders, but their conclusion that the public company merger is substantively fair to our
unaffiliated shareholders was based on their own analysis and the adoption of Citigroup�s analysis.

Our board of directors believes that the public company merger is procedurally fair to our unaffiliated shareholders. In making its determination,
our board of directors considered the following material factors, each of which it generally considered to weigh in favor of the procedural
fairness of the public company merger to our unaffiliated shareholders:

� CenterPoint Energy�s public statements since before the January 2003 distribution of approximately 19% of our outstanding common
stock to CenterPoint Energy�s shareholders that it intended to exit the generation sector of the electric power industry and to monetize
its interest in us, with the result that the securities markets had been aware of CenterPoint Energy�s intent since prior to the
commencement of trading in our common stock.

� The auction process described under ��Background of the Transactions� was thorough and inclusive. The auction process provided an
extensive market check in which a broad range of over 100 potential strategic and financial buyers were contacted, and no restrictions
were placed on the parties contacted or upon the structure or type of transaction that could be considered, other than CenterPoint
Energy�s expressed preference for a cash transaction. In addition, during the auction process extensive due diligence information
regarding our business, operations and financial condition was provided to potential buyers in an effort to elicit the most favorable
bids.

� The active participation of our directors, officers and senior management in the process leading up to the execution of the transaction
agreement on July 21, 2004, which included preparing a confidential information memorandum that was distributed to potential
bidders, participating in management and due diligence meetings with prospective bidders, and analyzing bids and transaction
structures proposed by prospective bidders and related regulatory requirements.

� The procedures and processes followed by our board of directors and the special committee in conducting the transaction, including
the following:

� The special committee, comprised of three independent members of our board of directors, was formed to represent our
shareholders, other than CenterPoint Energy, in connection with (a) any proposal to acquire 100% of our outstanding common
stock, including the 19% owned by our public shareholders, (b) any determination of whether we should incur additional debt in
connection with a purchase of all or a portion of our common stock, and (c) other related issues.

� The special committee was authorized to and did engage its own legal counsel and financial advisors to assist with its
representation of our unaffiliated shareholders.
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� The special committee received advice from its own financial and legal advisors during the process.

� The transaction proposed by GC Power Group was presented to the special committee for its consideration, and the special
committee possessed all power necessary for it to review and evaluate the proposed transaction, consult with its own financial
and legal advisors, and determine whether or not to recommend approval of the proposal or any other proposal to our full board
of directors.

� The fact that the special committee received the presentation of and the opinion delivered by RBC that, as of July 21, 2004, the public
company merger consideration to be received by our shareholders (other than CenterPoint Energy) was fair, from a financial point of
view, to such holders.

� The fact that the special committee unanimously determined that the transaction agreement and the transactions contemplated thereby,
including the public company merger, were fair to, advisable and in the best interests of Texas Genco and our shareholders, other than
CenterPoint Energy.

� The fact that the public company merger consideration and the other terms and conditions of the transaction agreement resulted from
active and extensive arm�s-length negotiations between the GC Power Group and its advisors, on the one hand, and each of
CenterPoint Energy, the special committee and their respective advisors, on the other hand.

� Under the terms of the transaction agreement, before the effective time of the public company merger, the special committee must
either concur in or direct the action by us to terminate or amend the transaction agreement or waive any condition to our obligation to
close the public company merger or the non-nuclear asset acquisition.

� Our shareholders who do not support the public company merger have the ability to obtain �fair value� for their shares if they validly
perfect and exercise their dissenters� rights under Texas law. Please read ��Dissenters� Appraisal Rights� for information on how to
exercise your dissenters� rights.

In addition, our board of directors acknowledged that CenterPoint Energy�s direct wholly owned subsidiary, Utility Holding, as the holder of
approximately 81% of our outstanding voting stock, would execute a written consent irrevocably approving the public company merger, the
non-nuclear asset acquisition and the nuclear asset acquisition at the time of execution of the transaction agreement and, consequently, our board
of directors may not consider any other offers for a sale of our assets or common stock, including through a merger, reorganization, tender offer,
share exchange, exchange offer or similar transaction. Our board of directors also considered that GC Power Group had refused to condition the
public company merger upon the approval of at least a majority of our unaffiliated shareholders, despite requests for such a condition by
representatives of the special committee. Our board of directors also considered the fact that no unaffiliated representative had been retained to
act solely on behalf of our unaffiliated shareholders, but rather that the special committee had been formed to represent our unaffiliated
shareholders. After considering all of the facts and circumstances, our board of directors ultimately determined that the public company merger
was procedurally fair to our unaffiliated shareholders for the reasons discussed above.

Other Considerations of the Special Committee and Our Board of Directors

The special committee and our board of directors did not analyze the fairness of the public company merger consideration in isolation from the
considerations referred to above. The special committee and our board of directors did not attempt to distinguish between factors that support a
determination that the public company merger is �fair� and factors that support a determination that the public company merger is in the �best
interests� of our shareholders.
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The special committee and our board of directors considered the current and historical trading prices of our common stock and the range of
purchase prices offered by unaffiliated third-party bidders in the auction process as relevant in providing an indication of our going concern
value. The members of the special committee also considered the various valuation methodologies and financial analyses performed by RBC
that were presented to the special committee, including our historical stock price performance, comparable companies analysis,
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comparable asset acquisitions analysis and discounted cash flow analysis, as part of their consideration of our going concern value, and relied
upon and adopted RBC�s analysis. In addition, each of the CenterPoint Energy representatives also considered, relied upon and adopted the
various valuation methodologies and financial analyses performed by Citigroup that were presented to the CenterPoint Energy board of directors
in connection with the delivery of Citigroup�s written opinion, dated July 21, 2004, to CenterPoint Energy (although the Citigroup opinion did
not address the fairness of the consideration to be received by our public shareholders in the public company merger).

In consideration of the fairness of the public company merger to our unaffiliated shareholders, the special committee and our board of directors
do not believe that our net book value was material or relevant to a determination of the fairness of the public company merger. The special
committee and our board of directors do not believe that our net book value was material to their conclusions regarding the fairness of the
transaction agreement and the transactions contemplated thereby, including the public company merger, because in their view our book value
does not accurately reflect our value. Specifically, the special committee and our board of directors believes that our book value per share
($39.18 as of June 30, 2004, which is substantially below the $47.00 per share transaction price to our unaffiliated shareholders) is not indicative
of our market value because book value is purely historical in nature and not forward-looking. In addition, although book value may be a
relevant indicator of value with respect to certain regulated utilities, we currently sell generation capacity, power and ancillary services to
wholesale purchasers at market based rates, and therefore we do not earn regulated returns on the basis of our costs or the book value of our
assets. Accordingly, the special committee and our board of directors focused primarily on current period measurements of our operational and
financial performance in determining the substantive fairness of the proposed transaction.

Likewise, the special committee and our board of directors did not consider our liquidation value material or relevant in determining the
substantive fairness of the proposed transactions. Our special committee and board of directors consider our business to be a viable going
concern, view the market price of our common stock as an indication of our value as a going concern, and do not consider our liquidation value
as a relevant valuation methodology. The special committee and our board of directors believe that, as a viable going concern, our liquidation
value would be significantly lower than our valuation as a going concern and would therefore not provide a useful valuation methodology in
determining the substantive fairness of the proposed transactions. Therefore, the special committee and our board of directors have not
conducted an appraisal of our assets to determine our liquidation value. In addition, because neither we nor any of the CenterPoint Energy
Entities have purchased any of our common stock during the past two years, there were no such transactions for the special committee or our
board of directors to consider in determining the substantive fairness of the proposed transactions.

The preceding discussion of the factors considered by the special committee and our board of directors is not intended to be exhaustive but does
set forth the material factors the special committee and our board of directors considered. The special committee and our board of directors
reached their conclusions regarding the fairness of the transaction agreement and the public company merger in light of the various factors
described above that each member of the special committee and our board of directors believed were appropriate. In view of the wide variety of
factors considered in connection with the evaluation of the public company merger and the complexity of these matters, the special committee
and our board of directors found it impracticable, and did not attempt, to quantify, rank or otherwise assign relative weights to each of the
specific factors they considered or determine that any factor was of particular importance in reaching their determinations that the transaction
agreement and the public company merger, are in the best interests of the company and our unaffiliated shareholders. Rather, the special
committee and our board of directors viewed their determinations as being based on the judgment of their respective members, in light of the
totality of the information presented and considered, including the knowledge of such members of our business, financial condition and
prospects and the advice of financial and legal advisors, except that, for the reasons noted above, our board of directors gave substantial weight
to the determinations and recommendation of the special committee. In considering the factors discussed above, individual directors may have
given different weights to different factors.
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Fairness Opinion of RBC Capital Markets Corporation

To assist the special committee with the evaluation of the public company merger and public company merger consideration, RBC was retained
to render an opinion as to the fairness, from a financial point of view, of the public company merger consideration to be received by the holders
of our common stock (other than CenterPoint Energy).

RBC was not engaged to, nor did it, evaluate our underlying business decision to enter into the transaction agreement, evaluate alternative
transaction structures or other financial or strategic alternatives or solicit third party indications of interest with regard to our assets or common
stock or otherwise participate in the transaction process. RBC was not asked to pass upon, and expressed no opinion with respect to any matters
other than the fairness, from a financial point of view, of the public company merger consideration to be received by the holders of our common
stock (other than CenterPoint Energy) pursuant to the transaction agreement.

On July 20, 2004, RBC delivered its oral opinion, which was subsequently confirmed in writing on July 21, 2004, to the special committee and
our board of directors that, as of that date, and subject to the various assumptions, qualifications and limitations set forth therein, the public
company merger consideration to be received by the holders of our common stock (other than CenterPoint Energy) was fair, from a financial
point of view, to such holders.

RBC, as part of its investment banking services, is regularly engaged in the valuation of businesses and their securities in connection with
mergers and acquisitions, corporate restructurings, underwritings, secondary distributions of listed and unlisted securities, private placements,
and valuations for corporate and other purposes.

The full text of RBC�s written opinion is attached as Appendix C to this information statement and sets forth the assumptions made,
general procedures followed, matters considered and limits on the review undertaken. RBC�s opinion is directed only to whether the
public company merger consideration to be received by the holders of our common stock (other than CenterPoint Energy) is fair, from
a financial point of view, to such holders. The summary of RBC�s written opinion below is qualified in its entirety by reference to the full
text of the opinion. You are urged to read the opinion carefully and in its entirety.

In reading the discussion of the fairness opinion set forth below, you should be aware that:

� RBC provided its opinion for the information and assistance of the special committee and our board of directors in connection with the
public company merger;

� RBC does not express any opinion or make any recommendation to our shareholders as to how to vote with respect to the public
company merger.

In connection with rendering its opinion, RBC, among other things:
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� reviewed the financial terms of the draft transaction agreement received by RBC on July 20, 2004 without disclosure schedules or
exhibits;

� reviewed and analyzed certain publicly available financial and other data with respect to us and certain other relevant historical
operating data relating to us made available to RBC from published sources and from our internal records;

� conducted discussions with members of our management with respect to our business prospects and financial outlook;

� received and reviewed financial forecasts prepared by our management in July 2004 as described under ��Our Financial Projections�;

� reviewed the reported prices and historical trading activity for our common stock; and

� performed other studies and analyses as RBC deemed appropriate.
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In arriving at its opinion, in addition to reviewing the matters listed above, RBC performed the following analyses:

� compared selected market valuation metrics of our company and other selected comparable publicly-traded companies with the
metrics implied by the public company merger;

� compared selected financial metrics, to the extent publicly available, of selected comparable asset acquisitions with the public
company merger; and

� prepared a discounted cash flow analysis using the financial forecasts prepared by our management.

For the purposes of its analysis and opinion, RBC assumed and relied upon, without assuming any responsibility for independent verification of,
the accuracy and completeness of the financial, legal, tax, operating and other information provided to RBC by us, and the information supplied
or otherwise made available to, discussed with, or reviewed by or for RBC (including, without limitation, our financial statements and the
related notes thereto), and did not independently verify such information. With respect to the transaction process conducted on our behalf, RBC
assumed and relied upon, without assuming any responsibility for independent verification of, the accuracy and completeness of the information
supplied, summarized or otherwise made available to, discussed with, or reviewed by or for RBC, including as to the completeness of the
process.

For purposes of rendering its opinion, RBC, with the consent of the special committee, assumed in all respects material to RBC�s analysis, that
the representations and warranties of each party contained in the transaction agreement are true and correct, that each party will perform all of
the covenants and agreements required to be performed by it under the transaction agreement, and that all conditions to the consummation of the
public company merger will be satisfied without waiver thereof.

RBC did not assume any responsibility to perform, and did not perform, an independent evaluation or appraisal of any of our assets or liabilities,
nor was RBC furnished with any such valuations or appraisals. RBC did not assume any obligation to conduct, and did not conduct, any physical
inspection of our properties or facilities. Additionally, RBC was not asked to and did not consider the possible effects of any litigation or other
legal claims. RBC�s opinion relates to us as a going concern and, accordingly, does not express an opinion regarding our liquidation value. RBC�s
opinion is necessarily based on market, economic, financial, legal and other conditions as in effect on, and the information and transaction
agreement made available to RBC as of, July 20, 2004. It should be understood that, although subsequent developments may affect RBC�s
opinion, RBC has not updated, revised or reaffirmed its opinion and does not have any obligation to do so.

RBC�s analyses were based on, among other things, the updated financial projections prepared by our management in July 2004, which we
discuss below in ��Our Financial Projections.� RBC assumed that the financial projections were reasonably prepared on bases reflecting the best
currently available estimates and good faith judgments of our future financial performance and that we will perform substantially in accordance
with such forecast. RBC expressed no opinion as to any aspect of these financial projections.

In receiving RBC�s oral fairness opinion on July 20, 2004, and reviewing with RBC the written materials prepared by RBC in support of its
opinion (a copy of which has been filed with the SEC, as an exhibit to the Schedule 13E-3 of which this information statement forms a part), the
special committee was aware of and consented to the assumptions and other matters discussed above.

Summary of Analyses
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The following is a brief summary of the material analyses performed by RBC and presented to the special committee in connection with
rendering its fairness opinion. This summary is qualified in its entirety by reference to the full text of RBC�s opinion, which is attached as
Appendix C to this information statement. You are urged to read the full text of the RBC opinion carefully and in its entirety for the
assumptions made, procedures followed, other matters considered and limits of the review by RBC.
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RBC considered a number of analyses in assessing the fairness of the public company merger consideration, from a financial point of view, to
our common shareholders (other than CenterPoint Energy). These analyses included:

� an analysis of selected market valuation metrics of selected comparable publicly traded companies;

� an analysis of selected financial metrics of selected comparable asset acquisitions; and

� a discounted cash flow analysis, using the financial projections prepared by our management in July 2004, as described under ��Our
Financial Projections.�

Some of the financial analyses summarized below include summary data and information presented in tabular format. In order to understand
fully the financial analyses, the summary data and tables must be read together with the full text of the analyses. Considering the summary data
and tables alone could create a misleading or incomplete view of RBC�s financial analyses.

Historical Common Stock Performance. RBC conducted a historical analysis of the closing price of our common stock based on closing prices
on the New York Stock Exchange and also examined prices of a peer group of publicly-traded companies (this peer group of companies is listed
below under ��Comparable Company Analysis�).

RBC noted that in the period from the commencement of public trading in our common stock on December 18, 2002 until July 16, 2004, our
average closing stock price was $27.02 and our average daily trading volume was 115,003 shares.

RBC noted that for the year ending July 16, 2004, our average closing stock price was $32.31 and our average daily trading volume was 91,790
shares.

RBC noted that for the ninety days ending July 16, 2004, our average closing stock price was $39.29 and our average daily trading volume was
81,533 shares.

RBC noted that for the sixty days ending July 16, 2004, our average closing stock price was $41.14 and our average daily trading volume was
97,392 shares.

RBC noted that for the thirty days ending July 16, 2004, our average closing stock price was $44.09 and our average daily trading volume was
110,481 shares.

RBC also pointed out that in the period from the commencement of public trading in our common stock on December 18, 2002 until July 16,
2004, our common stock outperformed the comparable companies analyzed in RBC�s Comparable Company Analysis as well as the S&P 500
Index and the S&P Electric Utilities Index. Specifically, our common stock appreciated 426.3% over this period, while the comparable
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companies as a whole appreciated 68.3%, the S&P 500 Index appreciated 23.6% and the S&P Electric Utilities Index appreciated 25.3%.

Comparable Company Analysis. RBC analyzed selected historical and projected operating information provided by our management, stock price
performance data, and our valuation multiples, and compared this data to that of selected publicly traded companies, comprised of the
Generation, Texas-Based Utilities, and Regulated with Generation companies, listed below. RBC used historical financial information and the
projections for these companies derived from publicly available financial information, and, where available, these projections were adjusted to
reflect a calendar year end. For us, RBC used the financial projections prepared by management in July 2004 as described under ��Our Financial
Projections.� In conducting its analysis, RBC considered selected trading multiples of the following companies:

Generation

� The AES Corporation
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� Calpine Corporation

� Dynegy Inc.

� NRG Energy, Inc.

� Reliant Energy, Inc.

Texas-Based Utilities

� American Electric Power Company, Inc.

� CenterPoint Energy, Inc.

� Entergy Corporation

� TXU Corp.

Regulated with Generation

� Allegheny Energy, Inc.

� Constellation Energy Group Inc.

� Edison International

� FPL Group, Inc.

� PPL Corporation

To select the foregoing companies, RBC considered all publicly traded companies that operate in the electrical generation/supply business
within the United States. Of those companies, RBC considered companies that belonged to the Generation, Texas-Based Utilities or Regulated
with Generation categories because companies in such categories often have characteristics that are similar to ours.

The Generation group is comprised of independent power companies that operate power plants in the United States that are not part of a
regulated utility rate base. There are a very limited number of companies that belong to this category. Of such companies, RBC selected those
with a primary focus in power generation. RBC did not include companies in this category that had power generation only as a smaller portion
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The members of the Texas-Based Utilities group were chosen because they operate in the same political environment and electrical market, and
utilize the same transmission and distribution system as us. RBC noted, however, that these companies are regulated utilities, which is
significantly different from our unregulated operating environment.

RBC considered utilities in the Regulated with Generation group because, like Texas Genco, they are participants in the competitive power
generation market in the United States. From this category, RBC selected those companies that, like Texas Genco, have significant
non-regulated generation assets or that have nuclear plants in their portfolio.

RBC noted to the Special Committee that none of the companies in any of the foregoing categories was directly comparable to Texas Genco but
that the selected companies did provide a frame of reference for purposes of RBC�s analysis.
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RBC reviewed, among other things, the comparable companies� multiples of enterprise value to earnings before interest, taxes, depreciation and
amortization, or EBITDA, and price to earnings for the last twelve months, or LTM, as well as calendar year, or CY, 2004 estimated and 2005
estimated. RBC calculated a range of implied valuations for our common stock using the minimum, mean, median and maximum comparable
company multiples and the financial projections prepared by our management in July 2004. The following table summarizes the analysis:

Implied Equity Value per Share

Min. Mean Median Max.

Comparable Company Analysis Multiple

Enterprise Value / EBITDA
LTM $ 43.59 $ 62.13 $ 60.71 $ 95.03
2004E $ 59.92 $ 69.14 $ 64.79 $ 83.44
2005E $ 63.45 $ 72.94 $ 73.30 $ 83.84

Price / Earnings
LTM $ 29.10 $ 37.89 $ 39.29 $ 43.90
2004E $ 54.93 $ 58.06 $ 56.84 $ 63.62
2005E $ 52.84 $ 62.76 $ 60.67 $ 76.06

RBC advised the special committee that RBC had used the comparable company analysis as one basis for assessing fairness because it is a
commonly-used valuation method. RBC further advised the special committee that, primarily for the reasons discussed below (and as discussed
with the special committee on July 14, 2004), none of the companies in the selected public company groups was substantially comparable to us
and therefore the usefulness of the results obtained by performing this analysis as a comparison to the price being paid to our unaffiliated
shareholders was limited. RBC believed the companies in the selected public company groups were not substantially comparable to us because
each of these companies had significantly higher leverage than we have, some operated generation assets that used different fuels than the
generating assets we operate and consequently were affected differently by changes in fuel and electrical power prices, some operated generation
assets which utilized different technology and some operated in regulated markets in which such companies� rates and profit margins were set by
factors different from those that determine our rates and profit margins. RBC also advised that some of the comparable companies had high
trading prices relative to their earnings due to factors that did not apply to us, and cited, among other examples, participation in regulated
markets and long-term contracts with customers which have investment grade credit ratings or better. All these factors may have impacted cash
flow and earnings volatility of the comparable companies and materially affected the multiples of such companies in ways that are not applicable
to us. Accordingly, while the mean and median implied equity values for our common stock derived from the comparable company analysis
based on the comparable companies� relatively high enterprise value to EBITDA ratios and price to earnings ratios are in some cases higher than
the price being paid to our unaffiliated shareholders in the proposed transaction, RBC informed the special committee that, for the reasons
described above, RBC placed limited weight on the implied equity value ranges produced in the comparable company analysis and instead relied
to a greater extent on the implied equity value and equity value per share ranges derived from the comparable asset acquisition analysis and the
discounted cash flow analysis.

Accordingly, a complete analysis of the results of the foregoing calculations cannot be limited to a quantitative review of such results and
involves complex considerations and judgments regarding differences in financial and operating characteristics of the comparable companies
and other factors that could affect our public valuation and that of the comparable companies.

Comparable Asset Acquisitions Analysis. RBC reviewed and analyzed selected comparable asset acquisition transactions based on recent
acquisitions of power generation assets fueled by gas, coal, nuclear fuel or a combination thereof (portfolio). The acquisitions selected in the
RBC analysis were (listed by Acquiror/Target/Seller):
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� Carlyle, Riverstone Global Energy & Power Fund, Sempra Energy Partners/10 Power Plants/American Electric Power Co.

� PSEG Fossil LLC/Bridgeport & New Haven Power Plants/Wisconsin Energy Corp.

40

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 75



Table of Contents

Coal

� Brownsville Public Utilities Board/7.8% Interest in Oklaunion Power Station/American Electric Power Co.

� UGI Corp./4.9% Interest in Conemaugh Generating Station/Allegheny Energy Inc.

� Red Hawk Energy LLC/39.5% Interest in Mt. Poso Cogeneration Facility/NRG Energy Inc.

� Sempra Energy/Bremond Plant/Texas-New Mexico Power Co.

� Dominion Resources Inc./State Line Power Plant/Mirant Corp.

Gas

� KGen Partners LLC/Gas-Fired Power Plants/Duke Energy Corp.

� Centrica Plc/Bastrop Energy Partners L.P./FPL Energy LLC

� Entergy Corp./Perryville Power Plant/Perryville Energy Partners LLC

Nuclear

� Cameco South Texas Project LP/25.2% Interest in STP/American Electric Power Co.

� Constellation Energy Group Inc./R.E. Ginna Nuclear Power Plant/Energy East Corp.

� Dominion Resources Inc./Kewaunee Power Plant/WPS Resources Corp. (59%), Alliant Energy Corp. (41%)

� Exelon Corp./50.0% Interest in AmerGen Energy Co. LLC/British Energy Plc

� FPL Group Inc./88.2% Interest in Seabrook Nuclear Generating Station/Consortium

� Entergy Corp./Vermont Yankee Nuclear Plant/Vermont Yankee Nuclear Power Corp.

RBC reviewed, among other things, the comparable acquisitions� financial metric of U.S. dollar per kilowatt implied by the enterprise values and
net generating capacity of the assets acquired. RBC calculated a range of implied valuations for our common stock using the minimum, mean,
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median and maximum comparable acquisitions� financial metric of U.S. dollar per kilowatt and our net generating capacity as of March 31, 2004,
made available to RBC from published sources. The following table summarizes the analysis:

Implied Equity Value per Share

Min. Mean Median Max.

Fuel Type
Coal $ 17.96 $ 27.10 $ 25.99 $ 40.24
Gas $ 7.04 $ 15.53 $ 18.67 $ 20.88
Nuclear $ 2.13 $ 4.75 $ 4.16 $ 7.80

Implied Total by Fuel Type $ 27.13 $ 47.38 $ 48.82 $ 68.92

Portfolio $ 30.07 $ 30.39 $ 30.39 $ 30.71

Discounted Cash Flow Analysis. RBC performed a discounted cash flow analysis in which it analyzed the present (as of June 30, 2004) value of
our projected after-tax cash flows through December 31, 2008, which were based on the updated financial projections prepared by our
management in July 2004 as described under ��Our Financial Projections,� at a range of discount rates and terminal EBITDA multiples. In
performing this analysis, RBC:

� defined unlevered free cash flows as EBITDA less cash taxes on earnings before interest and taxes, or EBIT, capital expenditures and
changes in working capital;

� based projected unlevered free cash flows on the financial projections prepared by our management in July 2004;
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� calculated terminal values by applying a terminal EBITDA multiple to our projected 2008 EBITDA; and

� determined a range of appropriate weighted average costs of capital or discount rates.

In making these calculations, RBC applied a range of terminal EBITDA multiples from 6.0x to 8.5x and a range of discount rates from 8.0% to
15.0%. This analysis yielded the following per share equity values for our common stock:

Equity Value per Share

Weighted Average Cost
of Capital

Terminal EBITDA Multiple

6.0x 6.5x 7.0x 7.5x 8.0x 8.5x

8.0% $ 50.38 $ 53.28 $ 56.17 $ 59.07 $ 61.96 $ 64.86
9.0% $ 48.80 $ 51.59 $ 54.38 $ 57.17 $ 59.96 $ 62.75
10.0% $ 47.29 $ 49.98 $ 52.67 $ 55.36 $ 58.05 $ 60.74
11.0% $ 45.84 $ 48.43 $ 51.02 $ 53.62 $ 56.21 $ 58.81
12.0% $ 44.45 $ 46.95 $ 49.45 $ 51.96 $ 54.46 $ 56.96
13.0% $ 43.12 $ 45.53 $ 47.95 $ 50.36 $ 52.78 $ 55.19
14.0% $ 41.84 $ 44.17 $ 46.50 $ 48.84 $ 51.17 $ 53.50
15.0% $ 40.62 $ 42.87 $ 45.12 $ 47.37 $ 49.62 $ 51.88

While discounted cash flow analysis is a widely used valuation methodology, it necessarily relies on numerous assumptions, including projected
financial information, terminal values and discount rates. Thus, it is not necessarily indicative of our actual, present or future value or results,
which may be significantly more or less favorable than suggested by such analysis.

The merger and acquisition transaction environment varies over time because of macroeconomic factors such as interest rate and equity market
fluctuations and microeconomic factors such as industry results and growth expectations. RBC noted that no company or transaction reviewed
was identical to the proposed transactions and that, accordingly, these analyses involve complex considerations and judgments concerning
differences in financial and operating characteristics and other factors that may have affected the values in the comparable companies and
transactions.

The preparation of a fairness opinion is a complex process involving various determinations as to the most appropriate and relevant methods of
financial analysis and the application of these methods to the particular circumstances and, therefore, is not necessarily susceptible to partial
analysis or summary description. Selecting portions of the analysis or the summary set forth above, without considering the analysis as a whole,
could create an incomplete view of the processes underlying the opinion of RBC. In arriving at its fairness determination, RBC considered the
results of all these constituent analyses and did not attribute any particular weight to any particular factor or analysis considered by it; rather,
RBC made its determination as to fairness on the basis of its experience and professional judgment after considering the results of all such
analyses. Certain of RBC�s analyses are based upon projections of future results and are not necessarily indicative of actual future results, which
may be significantly more or less favorable than suggested by such analyses. The foregoing summary does not purport to be a complete
description of the analyses performed by RBC. Additionally, analyses relating to the value of businesses or securities are not appraisals.
Accordingly, such analyses and estimates are inherently subject to substantial uncertainty.
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As described above, RBC�s opinion to the special committee was among many factors taken into consideration by the special committee in
making its determination to approve the transaction agreement. The decision to recommend to our board of directors the approval of the terms of
the transaction agreement, including the $47.00 per share public company merger consideration to be received by the holders of our common
stock (other than CenterPoint Energy), was solely that of the special committee. The opinion of RBC was provided to the special committee and
the board of directors in connection with, and for the purpose of, its evaluation of the public company merger and does not constitute a
recommendation to any person, including the holders of our common stock, as to how such person should vote or act on any matter related to the
transaction agreement or the public company merger.
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RBC has received a fee of $1.0 million in connection with its engagement and in connection with the delivery of its opinion to the special
committee. RBC will also be reimbursed for its reasonable and customary expenses in connection therewith. No portion of RBC�s fee or expense
reimbursement was contingent upon the successful completion of the public company merger, any other related transaction, or the conclusions
reached in the RBC opinion. No limitations were imposed by the special committee on RBC with respect to the investigations made or
procedures followed by it in rendering its opinion. We also agreed to indemnify RBC and related persons against liabilities, including liabilities
under federal securities laws that arise out of the engagement of RBC, and expenses in connection with its engagement.

Position of the CenterPoint Energy Entities as to the Fairness of the Public Company Merger

SEC rules require the CenterPoint Energy Entities to provide certain information regarding their position as to the fairness of the public
company merger to our other shareholders. The CenterPoint Energy Entities have provided us with the information set forth in this section of the
information statement.

The CenterPoint Energy Entities believe that the public company merger is fair to our unaffiliated shareholders. However, no CenterPoint
Energy Entity has engaged a financial advisor to perform any valuation analysis for the purposes of assessing the fairness to our unaffiliated
shareholders of the transactions described in this information statement. Instead, the CenterPoint Energy Entities have independently considered
the factors discussed below.

Each of Messrs. McClanahan, Whitlock and Rozzell, to whom we collectively refer as the �CenterPoint Energy representatives,� is a member of
our board of directors. In addition, each of Messrs. McClanahan, Whitlock and Rozzell is an executive officer of CenterPoint Energy, and Mr.
McClanahan is also a member of CenterPoint Energy�s board of directors. None of the CenterPoint Energy representatives was a member of the
special committee of our board of directors, but they attended the meeting of our board of directors held on July 20, 2004 at which our board
received a presentation from the chairman of the special committee and voted to approve the transaction agreement and the transactions
contemplated thereby, including the public company merger. The matters discussed during this meeting are described above under ��Background
of the Transactions� and ��Position of Our Special Committee and Board of Directors as to the Fairness of the Public Company Merger.�

The CenterPoint Energy Entities and the CenterPoint Energy representatives were aware that the special committee of our board of directors had
retained its own legal and financial advisors to assist in evaluating the various strategic alternatives CenterPoint Energy was pursuing. Certain of
the CenterPoint Energy representatives provided requested assistance to those advisors. CenterPoint Energy, Citigroup and certain of the
CenterPoint Energy representatives, as a group, also participated in numerous meetings with potential bidders to provide due diligence
information. These meetings, which occurred during May, June and July 2004 and included a number of bidders in addition to the GC Power
Group, are described under ��Background of the Transactions.� CenterPoint Energy and the CenterPoint Energy representatives� participation in
these meetings and their understanding of the extensive process in seeking bidders for CenterPoint Energy�s 81% interest in us are the basis for
reliance by the CenterPoint Energy Entities on that process as one factor for their fairness determination discussed below.

The CenterPoint Energy Entities believe that the public company merger is substantively fair to our unaffiliated shareholders. In making their
determination, the CenterPoint Energy Entities considered the following material factors, each of which they generally considered to weigh in
favor of the substantive fairness of the public company merger to our unaffiliated shareholders:

� The CenterPoint Energy Entities�s understanding of our business and the industry in which we operate, our assets, financial condition
and results of operations, and our competitive position within our industry.
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� The auction process described under ��Background of the Transactions� was thorough and inclusive. The auction process provided an
extensive market check in which a broad range of over 100 potential strategic and financial buyers were contacted, and no restrictions
were placed on the parties contacted or upon the structure or type of transaction that could be considered, other than CenterPoint
Energy�s expressed preference for a cash transaction. In addition, during the auction process extensive due diligence information
regarding our business, operations and financial condition was provided to potential buyers in an effort to elicit the most favorable
bids.

� The fact that our unaffiliated shareholders are entitled to receive $47.00 per share in the public company merger while CenterPoint
Energy is only entitled to receive approximately $45.25 per share for its 81% interest in us (consisting of approximately $34.44 per
share to be paid upon the closing of the non-nuclear asset acquisition and approximately $10.81 per share to be paid at a later date
upon the closing of the nuclear asset acquisition).

� The $47.00 per share public company merger consideration was $15.33 higher than the $31.67 exercise price of the RRI option
described under ��Background of the Transactions�The Restructuring of Reliant Energy in Response to the Texas Electric Restructuring
Law,� which RRI had declined to exercise in January 2004.

� The relationship between the $47.00 price per share to be paid to our unaffiliated shareholders in the public company merger and the
recent and historical market price of our common stock. In Citigroup�s presentation to the board of directors of CenterPoint Energy on
July 20, 2004, Citigroup noted that the price of our common stock had increased approximately 366% from January 6, 2003 through
July 19, 2004, while selected merchant generators as a whole appreciated 166%, the S&P 500 Index appreciated 19% and the price of
CenterPoint Energy�s common stock appreciated 41% during such period. Citigroup�s presentation also provided the average market
prices for our common stock over the preceding one-month, three-month, six-month and one-year periods, which were $45.52, $41.13,
$38.30 and $32.70 per share, respectively. The closing market price for our common stock on July 20, 2004, the last day prior to the
public announcement of the transactions contemplated by the transaction agreement, was $46.48 per share.

� The fact that the public company merger consideration is all cash, which provides certainty of value to our shareholders.

� The fact that in the final stages of the negotiations CenterPoint Energy agreed to the allocation of all of the approximately $26.6
million aggregate increase in purchase price agreed to by GC Power Group to our public shareholders.

� The fact that Citigroup delivered its written opinion, dated July 21, 2004, to the board of directors of CenterPoint Energy that, as of
that date and based on and subject to the considerations and limitations set forth in the opinion, the aggregate consideration to be
received by CenterPoint Energy in the non-nuclear asset acquisition and the nuclear asset acquisition, which is equivalent to
approximately $45.25 per share, was fair, from a financial point of view, to CenterPoint Energy (although the Citigroup opinion did
not address the fairness of the consideration to be received by our public shareholders in the public company merger).

� The fact that on August 6, 2004, as described under ��Report of Valuation Panel in CenterPoint Houston�s 2004 True-Up Proceeding,� a
valuation panel established by the independent financial expert appointed by the PUC in connection with CenterPoint Houston�s 2004
true-up proceeding issued a report to the PUC stating that, based on the analyses and factors described in its report, as of March 31,
2004, Texas Genco had a fair range of total common stock equity values between $38.27 per share and $46.58 per share, with a
mid-point of $42.425 per share. In addition, during an open hearing before the PUC in August 2004 the valuation panel stated that,
under its analysis, the value of our common stock increased by approximately $3.00 per share between March 31, 2004 and July 21,
2004 due to specified factors (i.e., implying a range of $41.27 to $49.58 per share, with a mid-point of $45.425 per share), and
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the actual average per share price to be paid to CenterPoint Energy and our unaffiliated shareholders under the terms of the transaction
agreement (i.e., approximately $45.59 per share, which is $1.41 per share less than the $47.00 per share price to be paid to our
unaffiliated shareholders) is higher than what the valuation panel would have paid based on its own analysis.

� The consummation of the public company merger and the payment of the public company merger consideration to our unaffiliated
shareholders is not expected to require NRC or PUC approval, which means that payment to our unaffiliated shareholders will likely
occur several months earlier as compared to the transactions proposed by Bidder White. In respect of the nuclear asset acquisition, we
note that we do not expect to receive approval from the NRC significantly prior to April 30, 2005.

� The GC Power Group proposal provided greater likelihood of payment to our unaffiliated shareholders as compared to the Bidder
White proposal, because there were fewer and less stringent conditions to the closing of the public company merger. CenterPoint
Energy notes in particular:

� The limited scope of the material adverse effect condition to closing, because GC Power Group agreed to include certain
exceptions in the definition of material adverse effect in the transaction agreement (thus making it more difficult for GC Power
Group to assert that a material adverse effect has occurred).

� The fact that consummation of the public company merger is not expected to require NRC or PUC approval.

� The fact that the transaction proposed by Bidder White was conditioned on the sale of our interest in the South Texas Project to a
third party buyer, and, as a result, (a) a potential material adverse event relating to our interest in the South Texas Project would
be more likely to prevent the closing of the proposed Bidder White transaction than the closing of the public company merger,
since the transaction agreement does not contemplate the sale of our interest in the South Texas Project to a third party buyer,
and (b) the Bidder White transaction would be subject to any potential delay associated with compliance with the right of first
refusal procedures relating to the sale of our interest in the South Texas Project.

� GC Power Group�s commitment in the transaction agreement to take all steps necessary to avoid or eliminate each and every
impediment under the HSR Act.

� The nature of the financing commitments received by GC Power Group with respect to the proposed transactions, including the
identity of the institutions providing such commitments, the limited conditions to the obligations of such institutions to fund such
commitments, and the duration of such commitments.

The CenterPoint Energy Entities believe that the public company merger is procedurally fair to our unaffiliated shareholders. In making their
determination, the CenterPoint Energy Entities considered the following material factors, each of which they generally considered to weigh in
favor of the procedural fairness of the public company merger to our unaffiliated shareholders:

� CenterPoint Energy�s public statements since before the January 2003 distribution of approximately 19% of our outstanding common
stock to CenterPoint Energy�s shareholders that it intended to exit the generation sector of the electric power industry and to monetize
its interest in us, with the result that the securities markets had been aware of CenterPoint Energy�s intent since prior to the
commencement of trading in our common stock.

� The auction process described under ��Background of the Transactions� was thorough and inclusive. The auction process provided an
extensive market check in which a broad range of over one hundred potential strategic or financial buyers were contacted, and no
restrictions were placed on the parties contacted or upon the structure or type of transaction that could be considered other than
CenterPoint Energy�s expressed preference for a cash transaction. In addition, during the auction process extensive due diligence
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� The active participation of our directors, officers and senior management in the process leading up to the execution of the transaction
agreement on July 21, 2004, which included preparing a confidential information memorandum that was distributed to potential
bidders, participating in management and due diligence meetings with prospective bidders, and analyzing bids and transaction
structures proposed by prospective bidders and related regulatory requirements.

� The procedures and processes followed by our board of directors and the special committee in conducting the transaction, including
the following:

� The special committee, comprised of three independent members of our board of directors, was formed to represent our
shareholders, other than CenterPoint Energy, in connection with (a) any proposal to acquire 100% of our outstanding common
stock, including the 19% owned by our public shareholders, (b) any determination of whether we should incur additional debt in
connection with a purchase of all or a portion of our common stock, and (c) other related issues.

� The special committee was authorized to and did engage its own legal counsel and financial advisors to assist with its
representation of our public shareholders.

� The special committee received advice from its own financial and legal advisors during the process.

� The transaction proposed by GC Power Group was presented to the special committee for its consideration, and the special
committee possessed all power necessary for it to review and evaluate the proposed transaction, consult with its own financial
and legal advisors, and determine whether or not to recommend approval of the proposal or any other proposal to our full board
of directors.

� The fact that the special committee received the presentation of and opinion delivered by RBC that, as of July 21, 2004, the public
company merger consideration to be received by our shareholders (other than CenterPoint Energy) was fair, from a financial point of
view, to such holders.

� The fact that the special committee unanimously determined that the transaction agreement and the transactions contemplated thereby,
including the public company merger, were fair to, advisable and in the best interests of Texas Genco and our shareholders, other than
CenterPoint Energy.

� The fact that the public company merger consideration and the other terms and conditions of the transaction agreement resulted from
active and extensive arm�s-length negotiations between the GC Power Group and its advisors, on the one hand, and each of
CenterPoint Energy, the special committee and their respective advisors, on the other hand.

� Under the terms of the transaction agreement, before the effective time of the public company merger, the special committee must
either concur in or direct the action by us to terminate or amend the transaction agreement or waive any condition to our obligation to
close the public company merger or the non-nuclear asset acquisition.

� Our shareholders who do not support the public company merger have the ability to obtain �fair value� for their shares if they validly
perfect and exercise their dissenters� rights under Texas law. Please read ��Dissenters� Appraisal Rights� for information on how to
exercise your dissenters� rights.

The CenterPoint Energy Entities also considered the following factors, each of which they generally viewed as weighing against the substantive
fairness of the public company merger to our unaffiliated shareholders, but ultimately determined that the material factors discussed above
outweighed these factors:
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� Our unaffiliated shareholders will not receive our anticipated quarterly December dividend if the related record date is scheduled to
occur after the consummation of the public company merger.

� The possible conflicts of interest of CenterPoint Energy and its affiliates. Please read ��Interests of CenterPoint Energy, Directors and
Executive Officers,� for a description of these possible conflicts of interest.
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� The possibility of disruption to our operations following the announcement of the public company merger, and the resulting effect on
us, including the market price of our common stock, if the public company merger does not close.

� The special committee did not retain an unaffiliated representative to act solely on behalf of our unaffiliated shareholders for the
purpose of negotiating the transaction agreement.

In addition, the CenterPoint Energy Entities considered that CenterPoint Energy�s direct wholly owned subsidiary, Utility Holding, as the holder
of approximately 81% of our outstanding voting stock, executed a written consent irrevocably approving the public company merger, the
non-nuclear asset acquisition and the nuclear asset acquisition at the time of execution of the transaction agreement and, consequently, our board
of directors may not consider any other offers for a sale of our assets or common stock, including through a merger, reorganization, tender offer,
share exchange, exchange offer or similar transaction. The CenterPoint Entities also considered that GC Power Group had refused to condition
the public company merger upon the approval of at least a majority of our unaffiliated shareholders, despite requests for such a condition by
representatives of the special committee. The CenterPoint Energy Entities also considered the fact that no unaffiliated representative had been
retained to act solely on behalf of our unaffiliated shareholders, but rather that the special committee had been formed to represent our
unaffiliated shareholders. After considering all of the facts and circumstances, the CenterPoint Energy Entities believe that the public company
merger is procedurally fair to our unaffiliated shareholders for the reasons discussed above.

Based on all of the above factors, the CenterPoint Energy Entities believe that the public company merger is fair to our unaffiliated shareholders.
The CenterPoint Energy Entities believe that it is not possible, however, to assign specific relative weight to the foregoing factors in reaching the
opinion as to the fairness of the public company merger. In making this determination, the CenterPoint Energy Entities took into account the fact
that:

� our current shareholders will no longer participate in any of the potential growth, or be exposed to any of the potential risks, associated
with our business; and

� if the public company merger does not occur, we will still be subject to the hedging arrangements that were executed simultaneously
with the transaction agreement, as described under �Other Agreements�Power Purchase and Sale Agreement.�

In consideration of the fairness of the public company merger to our unaffiliated shareholders, the CenterPoint Energy Entities did not
independently consider our going concern value; they did, however, consider and adopt the various valuation methodologies and financial
analyses performed by Citigroup that were presented to the board of directors of CenterPoint Energy in connection with the delivery of
Citigroup�s written opinion, dated July 21, 2004, that, as of that date and based on and subject to the considerations and limitations set forth in the
opinion, the aggregate consideration to be received by CenterPoint Energy in the non-nuclear asset acquisition and the nuclear asset acquisition
was fair, from a financial point of view, to CenterPoint Energy (although the Citigroup opinion did not address the fairness of the consideration
to be received by our public shareholders in the public company merger). In the view of the CenterPoint Energy Entities, the values reflected in
Citigroup�s discounted cash flow analysis and selected public companies analysis inherently reflect the value attributable to our business as a
going concern. Based on the CenterPoint Energy Entities�s understanding of our business and industry, the CenterPoint Energy Entities also
believe that the current and historic trading prices of our common stock are an appropriate indication of our going concern value. In addition, the
CenterPoint Energy Entities believe that the range of purchase prices offered by unaffiliated third-party bidders for our company during the
auction process described under ��Background of the Transactions� are appropriate indications of our going concern value.

In consideration of the fairness of the public company merger to our unaffiliated shareholders, the CenterPoint Energy Entities do not believe
that our net book value is material or relevant to a determination of the fairness of the public company merger. The CenterPoint Energy Entities
do not believe that our net book value is material to their conclusion regarding the fairness of the transaction agreement and the transactions
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contemplated thereby, including the public company merger, because in their view our book value does not accurately reflect our value.
Specifically, the CenterPoint Energy Entities believe that our book value per share ($39.18 as of June 30, 2004, which is substantially below the
$47.00 per share transaction price to our unaffiliated shareholders) is not indicative of our market value because book value is purely historical
in nature and not forward-looking. In addition, although book value may be a relevant indicator of value with respect to certain regulated
utilities, we currently sell generation capacity, power and ancillary services to wholesale purchasers at market based rates, and therefore we do
not earn regulated returns on the basis of our costs or the book value of our assets.

Likewise, the CenterPoint Energy Entities do not consider our liquidation value to be material or relevant to a determination of the fairness of
the public company merger. The CenterPoint Energy Entities consider our business to be a viable going concern, view the market price of our
common stock as an indication of our value as a going concern, and do not consider our liquidation value as a relevant valuation methodology.
The CenterPoint Energy Entities believe that, because we are a viable going concern, our liquidation value would be significantly lower than our
valuation as a going concern and would therefore not provide a useful valuation methodology in determining the fairness of the proposed
transactions. In addition, because neither we nor any of the CenterPoint Energy Entities have purchased any of our common stock during the
past two years, there were no such transactions for the CenterPoint Energy Entities to consider in determining the substantive fairness of the
proposed transactions.

Opinion Received by the Board of Directors of CenterPoint Energy

CenterPoint Energy retained Citigroup to act as CenterPoint Energy�s financial advisor in connection with the sale of its 81% interest in Texas
Genco. CenterPoint Energy selected Citigroup based on Citigroup�s experience and reputation. Citigroup is an internationally recognized
investment banking firm and is regularly engaged in the valuation of businesses and securities in connection with mergers and acquisitions,
restructurings, leveraged buyouts, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities,
private placements, and valuations for corporate and other purposes.

As more fully described under ��The Transaction Agreement,� the transaction agreement provides for the non-nuclear asset acquisition and the
nuclear asset acquisition to occur after completion of the public company merger. In the non-nuclear asset acquisition, Texas Genco will receive
cash consideration of $2,813 million, of which up to $2,231 million, which we refer to as the non-nuclear amount, will be distributed up to
CenterPoint Energy. In the nuclear asset acquisition, Utility Holding will receive $700 million in cash, without interest, which we refer to as the
nuclear amount, in consideration for its 100% ownership interest in Texas Genco. In this section, we refer to the sum of the non-nuclear amount
plus the nuclear amount as the aggregate consideration.

In connection with CenterPoint Energy�s evaluation of the non-nuclear asset acquisition and the nuclear asset acquisition, Citigroup delivered to
the board of directors of CenterPoint Energy a written opinion, dated July 21, 2004, to the effect that, as of that date and based on and subject to
the considerations and limitations set forth in the opinion, Citigroup�s work in connection with the transaction and such other factors as Citigroup
deemed relevant, the aggregate consideration to be received by CenterPoint Energy in the non-nuclear asset acquisition and the nuclear asset
acquisition as contemplated by the transaction agreement was fair, from a financial point of view, to CenterPoint Energy.

The full text of Citigroup�s written opinion is attached as Appendix D to this information statement and sets forth the assumptions made, general
procedures followed, matters considered and limits on the review undertaken. The summary of Citigroup�s opinion below is qualified in its
entirety by reference to the full text of the opinion.

You should be aware that Citigroup�s opinion:
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� was limited to the fairness, from a financial point of view, to CenterPoint Energy, as of the date of the opinion, of the aggregate
consideration to be received by CenterPoint Energy in the non-nuclear asset acquisition and the nuclear asset acquisition as
contemplated by the transaction agreement;

� does not cover any other aspect or implication of the transactions contemplated by the transaction agreement, any related
documents or arrangements or any other transactions contemplated by the transaction agreement;

� does not address the fairness of the consideration to be received by Texas Genco�s public shareholders in the public company merger.
Citigroup was not requested to perform analyses or make presentations with respect to the fairness to Texas Genco�s public
shareholders of the consideration to be received by such shareholders in the public company merger. The fairness, from a financial
point of view, to Texas Genco�s public shareholders of the consideration to be received in the public company merger is addressed in
the opinion rendered by RBC Capital Markets Corporation described under ��Fairness Opinion of RBC Capital Markets Corporation�;

� was addressed only to CenterPoint Energy�s board of directors and states that Citigroup�s advisory services and opinion were provided
only for the information of the CenterPoint Energy board of directors in its evaluation of the proposed transactions and may not be
relied upon by any other party or used for any other purpose; and

� does not, nor does Citigroup�s related analyses, constitute a recommendation with respect to any of the transactions contemplated by
the transaction agreement.

In arriving at its opinion, Citigroup, reviewed the transaction agreement, and held discussions with certain senior officers, directors and other
representatives and advisors of CenterPoint Energy and Texas Genco, respectively, and certain senior officers and other representatives and
advisors of GC Power Acquisition, concerning the business, operations and prospects of Texas Genco. Citigroup examined certain publicly
available business and financial information relating to Texas Genco, as well as certain financial projections and other information and data
relating to Texas Genco which were provided to or otherwise reviewed by or discussed with Citigroup by the respective managements of
CenterPoint Energy and Texas Genco. Citigroup reviewed the financial terms of the transactions contemplated by the transaction agreement in
relation to, among other things:

� current and historical market prices and trading volumes of Texas Genco common stock;

� the historical and projected earnings and other operating data of Texas Genco; and

� the capitalization and financial condition of Texas Genco.

Citigroup considered, to the extent publicly available, the financial terms of certain other transactions that Citigroup considered relevant in
evaluating the transactions contemplated by the transaction agreement and analyzed certain financial, stock market and other publicly available
information relating to the businesses of other companies whose operations Citigroup considered relevant in evaluating those of Texas Genco. In
connection with its engagement and at the direction of CenterPoint Energy, Citigroup was requested to approach, and Citigroup held discussions
with, third parties to solicit indications of interest in the possible acquisition of CenterPoint Energy�s 81% interest in us. In addition to the
foregoing, Citigroup conducted such other analyses and examinations and considered such other information and financial, economic and market
criteria as Citigroup deemed appropriate in arriving at its opinion.

In rendering its opinion, Citigroup assumed and relied, without independent verification, upon the accuracy and completeness of all financial and
other information and data publicly available or provided to or otherwise reviewed by or discussed with it. With respect to financial projections
and other information and data relating to Texas Genco provided to or otherwise reviewed by or discussed with it, Citigroup was advised by the
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future financial performance of Texas Genco.
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Citigroup assumed, with the consent of the CenterPoint Energy board of directors, that:

� the transactions contemplated by the transaction agreement, including the payment to us of $2,813 million in cash at the closing of the
non-nuclear asset acquisition and the payment to Utility Holding of $700 million in cash at the closing of the nuclear asset acquisition,
will be consummated in accordance with its terms, without waiver, modification or amendment of any material term, condition or
agreement and that, in the course of obtaining the necessary regulatory or third party approvals, consents and releases for such
transactions, no delay, limitation, restriction or condition will be imposed that would have an adverse effect on such transactions,
CenterPoint Energy or Texas Genco;

� no holders of Texas Genco common stock will exercise dissent or appraisal rights in connection with the transactions; and

� CenterPoint Energy will receive, in connection with the non-nuclear asset acquisition, a cash distribution of not less than the
non-nuclear amount ($2,231 million).

Citigroup did not make, and was not provided with, an independent evaluation or appraisal of the assets or liabilities (contingent or otherwise) of
Texas Genco, nor did Citigroup make any physical inspection of the properties or assets of Texas Genco. Citigroup�s opinion does not address
the relative merits of the transactions contemplated by the transaction agreement as compared to any alternative business strategies that might
exist for CenterPoint Energy or Texas Genco or the effect of any other transaction in which CenterPoint Energy or Texas Genco might engage.
In addition, Citigroup�s opinion does not take into account the potential impact of (a) any post-closing liabilities or obligations pursuant to the
transaction agreement or (b) the transactions contemplated by the transaction agreement on CenterPoint Energy�s stranded cost assets. Citigroup�s
opinion is necessarily based upon information available to it, and financial, stock market and other conditions and circumstances existing, as of
the date of the opinion.

Summary of Analyses

In connection with rendering its opinion, Citigroup made a presentation to the CenterPoint Energy board of directors on July 20, 2004 with
respect to the material financial analyses performed by Citigroup in evaluating the fairness, from a financial point of view, to CenterPoint
Energy of the aggregate consideration to be received by CenterPoint Energy in the non-nuclear asset acquisition and the nuclear asset acquisition
as contemplated by the transaction agreement. The following is a brief summary of that presentation. The summary includes information
presented in tabular format. In order to understand fully Citigroup�s financial analyses, these tables must be read together with the text of each
summary. The tables alone do not constitute a complete description of the financial analyses. The following quantitative information, to the
extent it is based on market data, is, except as otherwise indicated, based on market data as it existed at or prior to July 19, 2004, and is not
necessarily indicative of current or future market conditions.

Historical Common Stock Price Analysis. Citigroup reviewed the recent market price performance of Texas Genco common stock and compared
the performance with that of CenterPoint Energy common stock, the S&P 500 index and an index comprised of the following power generation
companies selected by Citigroup:

� Reliant Energy, Inc.

� The AES Corporation
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Citigroup noted the appreciation in Texas Genco common stock over the period beginning January 6, 2003 (the first date on which Texas Genco
common stock was traded regular way on The New York Stock Exchange following the distribution by CenterPoint Energy of approximately
19% of the outstanding shares of Texas Genco common stock to CenterPoint Energy�s shareholders) and ending July 19, 2004 was
approximately 366%, as compared to the appreciation in the index of selected power generation companies, CenterPoint Energy common stock
and the S&P 500 index of 166%, 41% and 19%, respectively, for the same period.
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Citigroup also noted that the historical average market price of Texas Genco common stock for the twelve-, six-, three- and one-month periods
ended July 19, 2004 was $32.70, $38.30, $41.13 and $45.52 per share, respectively.

Discounted Cash Flow Analysis. Citigroup performed a discounted cash flow analysis in order to calculate the estimated present value of Texas
Genco�s unlevered after-tax free cash flows for the period 2004 to 2008. Estimated financial data used in this analysis was based upon
consolidated financial projections provided by management of Texas Genco in July 2004, as discussed under ��Our Financial Projections.�
Unlevered after-tax free cash flow was calculated as net income, plus after-tax net interest expense and depreciation and amortization, less
increases in deferred taxes, investment in non-cash working capital, capital expenditures and other non-cash items. Citigroup calculated
estimated terminal values as of December 31, 2008 by applying a range of terminal multiples of 5.0x to 6.0x to Texas Genco�s estimated 2008
earnings before interest expense, taxes, depreciation and amortization (EBITDA). Citigroup selected these multiples based upon its judgment of
an appropriate range for an unregulated power generation company with a substantial portion of its baseload generating capacity fueled by
sources other than natural gas and operating entirely in the ERCOT market, which is a market where power prices are closely linked to natural
gas prices. The present value of unlevered after-tax cash flows and terminal values were calculated using discount rates ranging from 9.5% to
10.5%. This analysis resulted in an implied reference range for CenterPoint Energy�s approximate 81% common equity stake in Texas Genco of
$2,613 million to $3,023 million (or approximately $40.34 to $46.68 per share), as compared to the aggregate consideration of $2,931 million
(or approximately $45.25 per share).

Selected Public Companies Analysis. Using publicly available information, Citigroup reviewed the market values and trading multiples of
selected publicly traded companies in three general categories: independent power producers, which are referred to below as IPPs, exploration
and production companies, which are referred to below as E&P Companies, and oil refining companies. The selected companies considered by
Citigroup were:

IPPs

� The AES Corporation

� Reliant Energy, Inc.

� Calpine Corporation

E&P Companies

� Anadarko Petroleum Corporation

� Apache Corporation

� Burlington Resources Inc.

� Forest Oil Corporation
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� Valero Energy Corporation

� Sunoco, Inc.

� Premcor Inc.

� Tesoro Petroleum Corporation

The projected financial information for the selected companies used by Citigroup for this analysis was based upon information published by
each company in its respective Form 10-Q for the period ended March 31, 2004 and
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Form 10-K for the period ended December 31, 2003, as well as information published by certain investment banking firms, the Institutional
Brokers Estimate System, which we refer to as IBES, and First Call Corporation. IBES and First Call Corporation compile summaries of
financial forecasts published by various investment banking firms and securities analysts. The projected financial information for Texas Genco
used by Citigroup for this analysis was based upon consolidated financial projections provided by management of Texas Genco in July 2004.

For each of the selected companies, Citigroup derived and compared, among other things:

� the ratio of closing price per common share of each company as of July 19, 2004 to its estimated earnings per common share for each
of calendar years 2004 and 2005;

� in the case of the IPPs, the ratio of each company�s aggregate equity market value to its equity book value at March 31, 2004;

� in the case of the E&P Companies and the oil refining companies, the ratio of closing price per common share of each company as of
July 19, 2004 to its estimated after-tax cash flow per fully-diluted common share for each of calendar years 2004 and 2005;

� in the case of the IPPs and the oil refining companies, the ratio of each company�s firm value to latest twelve months� EBITDA as of
March 31, 2004;

� in the case of the E&P Companies, the ratio of each company�s firm value to its estimated earnings before interest expense, taxes,
depletion, depreciation, amortization and exploration expense (EBITDAX) for each of calendar years 2004 and 2005; and

� in the case of the oil refining companies, the ratio of each company�s firm value to its estimated EBITDA for each of calendar years
2004 and 2005.

Aggregate equity market values and firm values for each company were calculated as of July 19, 2004. Aggregate equity market values were
calculated as the product of fully-diluted shares of common stock and the closing stock price for each company at July 19, 2004. Firm value was
calculated as the sum of aggregate equity market value, non-convertible indebtedness, non-convertible preferred stock, out of the money
convertible securities and minority interest, less investments in unconsolidated affiliates and cash.

Observing that the capital structure of each of the selected companies included debt, whereas Texas Genco had no debt on its balance sheet,
Citigroup determined to use multiples of firm values to estimated 2004 and 2005 EBITDA as a means of deriving implied reference ranges for
CenterPoint Energy�s 81% equity stake in Texas Genco. Citigroup multiplied ranges of multiples of 4.5x to 5.0x and 4.8x to 5.3x to Texas
Genco�s estimated EBITDA for 2004 and 2005, respectively. Citigroup noted that none of the selected companies were directly comparable to
Texas Genco but, as Citigroup observed that recent fluctuations in our operating cash flows are highly correlated with changes in natural gas
prices, Citigroup weighed the multiples of EBITDA derived from the E&P Companies with material natural gas production more heavily in
performing its selected companies analysis. Citigroup selected these multiples based upon its judgment of an appropriate range for an
unregulated power generation company with a substantial portion of its baseload generating capacity fueled by sources other than natural gas
and operating entirely in the ERCOT market, which is a market where power prices are closely linked to natural gas prices. This analysis
resulted in an implied reference range for CenterPoint Energy�s approximate 81% common equity stake in Texas Genco of $2,655 million to
$2,882 million (or approximately $41.00 to $44.50 per share), as compared to the aggregate consideration of $2,931 million (or approximately
$45.25 per share).
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Plant-by-Plant Analysis. Using publicly available information, Citigroup reviewed, among other things, the implied ratio of transaction values to
total kilowatts of electric generating capacity for selected transactions involving the purchase and sale of power generation assets. Because
Texas Genco�s portfolio of electric power
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plants includes nuclear and various fossil fuel fired power generation assets, Citigroup reviewed information for such transactions in three select
categories:

� coal fired power generation (Citigroup reviewed 18 of the transactions announced in this category since 1999);

� oil/gas fired generation (Citigroup reviewed 32 of the transactions announced in this category since 2003); and

� nuclear generation (Citigroup reviewed 24 of the transactions announced in this category since 1998).

In particular, Citigroup reviewed the implied dollars per kilowatt to be paid in the following recent transactions (each announced in 2004)
involving sales of power generation assets within the ERCOT market:

� American Electric Power Company�s announced sale of its Texas Central portfolio of 10 power plants to Carlyle Riverstone Global
Energy & Power Fund and Sempra Partners, which included, among various oil/gas fired power generation and other assets, the
Coleto Creek coal fired generating plant;

� American Electric Power Company�s announced sale of its 25.2% stake in the South Texas Project (a nuclear generating asset in which
Texas Genco also holds an ownership stake) to Cameco Corporation; and

� American Electric Power Company�s announced sale of its 7.8% stake in the Oklaunion Power Station (a coal fired generating plant) to
Golden Spread Electric Cooperative.

Citigroup applied selected ranges of dollars per kilowatt to the total kilowatts of net generating capacity for each of our electric generating
stations in each case, based on Citigroup�s judgment of an appropriate dollars per kilowatt multiple for power generation assets of that type in the
ERCOT market. Citigroup also noted its judgment that given market dynamics in ERCOT, baseload plants in ERCOT fired by sources other
than natural gas currently generate significantly greater market value than similar-sized plants fueled by natural gas. Citigroup calculated the
sum of values derived for each plant using this methodology to derive an implied total value of Texas Genco�s power generating portfolio.
Citigroup also applied a selected range of dollars per kilowatt to Texas Genco�s aggregate net generating capacity to derive an implied total value
of Texas Genco�s power generating portfolio. This analysis resulted in an implied reference range for CenterPoint Energy�s approximate 81%
common equity stake in Texas Genco of $2,247 million to $2,533 million (or approximately $34.69 to $39.11 per share), as compared to the
aggregate consideration of $2,931 million (or approximately $45.25 per share).

General

The preceding discussion is a summary of the material financial analyses furnished by Citigroup to the CenterPoint Energy board of directors,
but it does not purport to be a complete description of the analyses performed by Citigroup or of its presentation to the CenterPoint Energy board
of directors. The preparation of financial analyses and fairness opinions is a complex process involving subjective judgments and is not
necessarily susceptible to partial analysis or summary description. Citigroup made no attempt to assign specific weights to particular analyses or
factors considered, but rather made qualitative judgments as to the significance and relevance of all the analyses and factors considered and
determined to give its opinion as described above. Accordingly, Citigroup believes that its analyses, and the summary set forth above, must be
considered as a whole, and that selecting portions of the analyses and of the factors considered by Citigroup, without considering all of the
analyses and factors, could create a misleading or incomplete view of the processes underlying the analyses conducted by Citigroup and its

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 99



opinion. With regard to the selected public companies and plant-by-plant analyses summarized above, Citigroup selected comparable public
companies and precedent transactions on the basis of various factors, including size and similarity to the lines of business of Texas Genco;
however, no company utilized in these analyses is identical to Texas Genco and no precedent transaction is identical to those contemplated by
the transaction agreement. As a result, these analyses are not purely mathematical, but also take into account differences in financial and
operating characteristics of the subject companies and other factors.
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In its analyses, Citigroup made numerous assumptions with respect to Texas Genco, CenterPoint Energy, industry performance, general
business, economic, market and financial conditions and other matters, many of which are beyond the control of CenterPoint Energy and Texas
Genco. Any estimates contained in Citigroup�s analyses are not necessarily indicative of actual values or predictive of future results or values,
which may be significantly more or less favorable than those suggested by these analyses. Estimates of values of companies do not purport to be
appraisals or necessarily to reflect the prices at which companies may actually be sold. Because these estimates are inherently subject to
uncertainty, none of CenterPoint Energy, Texas Genco, their respective boards of directors, Citigroup or any other person assumes responsibility
if future results or actual values differ materially from the estimates.

CenterPoint Energy has agreed to pay Citigroup a negotiated fee of approximately $13.7 million for its financial advisory services in connection
with the sale of CenterPoint Energy�s 81% interest in Texas Genco. A significant portion of that fee, or approximately $12.2 million, is
contingent upon completion of the transactions contemplated by the transaction agreement. The other portion of Citigroup�s fee has already been
paid by CenterPoint Energy by means of an initial upfront payment and a second payment made in connection with Citigroup�s delivery of its
opinion. CenterPoint Energy also has agreed to reimburse Citigroup for its reasonable out-of-pocket expenses, including the fees and expenses
of legal counsel, and to indemnify Citigroup and related parties against certain liabilities, including liabilities under the federal securities laws,
arising out of its engagement.

Citigroup and its affiliates in the past have provided, and currently provide, services to Texas Genco, CenterPoint Energy and affiliates of GC
Power Acquisition unrelated to the transactions contemplated by the transaction agreement, including financing and financial advisory services,
for which services Citigroup and its affiliates have received and expect to receive compensation. During the past two years, CenterPoint Energy
and its affiliates (including us) have paid Citigroup and its affiliates aggregate fees of approximately $37 million for these services. In addition,
Citigroup and/or one of its affiliates engaged in the commercial lending business may be a participant in any financing obtained by GC Power
Acquisition in connection with the transactions contemplated by the transaction agreement (including acting as an arranger and agent for, and
lender under, credit facilities, and as a manager for an offering of debt securities), for which services such entities would receive compensation.
In the ordinary course of their business, Citigroup and its affiliates may actively trade or hold securities of Texas Genco or CenterPoint Energy
for their own account or for the accounts of their customers and, accordingly, may at any time hold a long or short position in such securities.

Our Financial Projections

In connection with the auction process described under ��Background of the Transactions,� GC Power Group and other potential bidders were
provided selected non-public financial projections that we prepared in February 2004 as well as other confidential information regarding our
business, assets and operations. The February 2004 projections were based on forward NYMEX gas prices as of January 30, 2004 and did not
contemplate the now anticipated acquisition of an additional interest in the South Texas Project pursuant to the May 2004 exercise of our right of
first refusal following notice from one of the co-owners of the South Texas Project in March 2004 of their intent to sell their 25.2% interest in
the South Texas Project. See �Parties to the Transaction Agreement�Texas Genco Holdings, Inc.�

In mid July 2004, we prepared and provided updated financial projections to our board of directors, including the special committee, RBC,
CenterPoint Energy and Citigroup in order to assist our board of directors, including the special committee, and CenterPoint Energy in
evaluating the competing transaction proposals and in determining whether to agree to a sale transaction. The updated projections were not
provided to GC Power Group or any other bidder because it was impracticable to do so at the time they were prepared. In addition, we did not
believe it necessary to provide our updated projections to bidders since GC Power Group, Bidder White and Bidder Purple had each been
provided with extensive information regarding our business, assets and operations during the course of the due diligence process described under
��Background of the Transactions,�
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we had previously explained to each bidder the impact changes in natural gas prices could have on our financial results and each bidder had
access to the key publicly available factual matters affecting our projections described in the immediately following bullet point list.
Accordingly, in our view they each had sufficient current information to develop their own financial models regarding our business and to
produce their own updated financial projections based on any other assumptions or information they deemed relevant. The July 2004
projections:

� were based on publicly available forward NYMEX gas prices as of July 6, 2004;

� assumed that we completed the purchase of an additional 13.2% interest in the South Texas Project for $175 million in the first quarter
of 2005 pursuant to the exercise of our right of first refusal announced publicly in May 2004 and incremental capacity expansions
planned at the South Texas Project; and

� updated the February 2004 projections for actual capacity auction revenues through June 30, 2004 and other results of operations
through May 31, 2004, which reflected lower than anticipated forced outage rates at our baseload facilities during such periods, which
information had been provided to GC Power Group and Bidder White.

Our projected net income for 2004 increased in the July 2004 projections, as compared to the February 2004 projections, due to the following
factors that arose during the first six months of 2004 but were not anticipated at the time the February 2004 projections were prepared:

� sales of surplus NOx emissions allowances;

� lower than anticipated forced outage rates at our baseload facilities; and

� reduced property tax estimates.

Our projected revenue for 2004 decreased in the July 2004 projections, as compared to the February 2004 projections, because of a reduction in
estimated 2004 energy payment revenues due to a reduction in anticipated demand for our gas-fired generating facilities.

Our projected net income for 2005 through 2008 increased in the July 2004 projections, as compared to the February 2004 projections, due to:

� the forward gas prices described above;

� the assumed acquisition of an additional 13.2% interest in the South Texas Project in the first quarter of 2005 and incremental capacity
expansions planned at the South Texas Project; and

� reduced property tax estimates.

We do not as a matter of course make public any projections as to future revenue, earnings or other results. The projections set forth below have
been prepared by us and are included in this information statement only because this information was, in the case of the February 2004
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projections, provided to our board of directors, RBC, CenterPoint Energy, Citigroup, GC Power Group and other potential bidders in connection
with their evaluation of a potential transaction and, in the case of the July 2004 projections, provided to our board of directors, RBC, CenterPoint
Energy and Citigroup.

The accompanying prospective financial information was not prepared with a view toward public disclosure or with a view toward complying
with the guidelines established by the American Institute of Certified Public Accountants with respect to prospective financial information. This
information is not fact and should not be relied upon as being necessarily indicative of future results, and we caution you not to place undue
reliance on the prospective financial information.
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Neither our independent auditors nor any other independent accountants have compiled, examined, or performed any procedures with respect to
the prospective financial information contained herein, nor have they expressed any opinion or any other form of assurance on such information
or its achievability. Our auditors assume no responsibility for, and disclaim any association with, the accuracy, reasonableness or achievability
of the prospective financial information.

This prospective financial information is subjective in many respects and is therefore susceptible to various interpretations. This prospective
financial information is based on a variety of assumptions relating to our business industry, operating performance, general business and
economic conditions, and other matters, which are inherently subject to significant uncertainties and contingencies, many of which are beyond
our control. These assumptions involve judgments with respect to, among other things, future economic and competitive conditions and future
business conditions. Therefore, actual results ultimately may be either higher or lower than those set forth below. The inclusion of this
information should not be regarded as an indication that GC Power Group or anyone else who received this information considered, or now
considers, it to be a reliable prediction of future events, and this information should not be relied on as such. Neither we, nor GC Power Group
nor any other person is under any obligation to, or has any intent to, update these projections at any future time.

The transactions contemplated by the transaction agreement, including our forward power sales pursuant to the power purchase and sale
agreement described under ��Other Agreements�Power Purchase and Sale Agreement,� were not considered in the preparation of the projections.
We caution you not to place undue reliance on this information.

Financial Projections Prepared in February 2004 ($ in millions)

2004 2005 2006 2007 2008

Revenue $ 2,053.4 $ 2,123.6 $ 1,875.0 $ 2,071.0 $ 2,140.0
Operating Income 455.9 343.4 256.8 272.7 267.0
EBIT 462.4 354.3 268.7 286.4 284.2
Net Income 308.4 238.2 182.6 194.1 192.6
Net Cash From Operations 482.2 310.1 260.6 330.8 338.9
Capital Expenditures 93.9 129.5 149.1 102.2 62.0

Updated Financial Projections Prepared in July 2004 ($ in millions)

2004 2005 2006 2007 2008

Revenue $ 2,000.2 $ 2,174.7 $ 2,163.7 $ 2,087.6 $ 1,977.3
Operating Income 476.5 527.1 580.9 492.1 387.6
EBIT 481.6 532.3 592.6 510.2 412.0
Net Income 320.6 353.9 393.1 339.5 275.7
Net Cash From Operations 542.2 422.0 569.9 521.0 457.5
Capital Expenditures 107.0 316.3 170.5 118.4 73.1

Report of Valuation Panel in CenterPoint Houston�s 2004 True-Up Proceeding
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On March 31, 2004, CenterPoint Houston and certain affiliates filed with the PUC the final true-up application required by the Texas electric
restructuring law. The Texas electric restructuring law authorizes public utilities to recover in 2004 a true-up balance composed of stranded
power plant costs, the cost of environmental controls and certain other costs associated with transition from a regulated to a competitive
environment. CenterPoint Houston�s application included a request to recover approximately $2.4 billion of stranded power plant costs. The
amount of stranded power plant costs was based on the market valuation for our generation assets of $36.26 per outstanding share of our
common stock, or approximately $2.9 billion in the aggregate, established as of March 31, 2004 under a partial stock market valuation method
provided for in the
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Texas electric restructuring law and Reliant Energy�s business separation plan. The amounts CenterPoint Houston requested to recover, including
the stranded power plant costs, were challenged by the PUC staff as well as various third parties.

In June 2004, the PUC retained an investment bank to serve as an independent financial expert pursuant to the Texas electric restructuring law to
determine whether the share value established under the partial stock market valuation method is fairly representative of the value of our
common stock equity or whether a control premium exists for CenterPoint Energy�s 81% interest in us, and, if so, the value of the amount of any
control premium. On August 6, 2004, a valuation panel, consisting of three representatives from the independent financial expert, issued a report
to the PUC stating that, based on the evidence provided and the analyses and factors described in its report, as of March 31, 2004, Texas Genco
had a fair range of total common stock equity values between $38.27 per share and $46.58 per share, with a mid-point of $42.425 per share. In
its report, the valuation panel indicated that it had performed a variety of financial and comparative analyses, including:

� discounted cash flow analyses;

� an examination of selected precedent generation asset transactions;

� a comparison of our financial, operating and stock market data to corresponding data of certain selected publicly traded companies in
the non-regulated power generation industry; and

� a consideration of the terms of the transactions contemplated under the transaction agreement.

In its report, the valuation panel indicated that in conducting its discounted cash flow analyses it had relied on the February 2004 financial
projections described under ��Our Financial Projections� and on a revised set of projections it prepared to adjust for changes in forward natural gas
price curves as of March 31, 2004 and the implied resultant changes in power prices. The valuation panel also stated that under its discounted
cash flow analysis it determined the discounted present value of our projected unlevered after-tax cash flows generated over a five-year period
and then added a terminal value based on a range of EBITDA multiples, and it discounted our projected unlevered after-tax cash flows and
terminal value using a range of discount rates representing estimates of our weighted average cost of capital. The report states that in conducting
its precedent asset transaction analysis, the valuation panel divided the selected generation asset transactions into different categories based on
the fuel type and technology of the generation assets. The valuation panel stated that it calculated the purchase price in the selected transactions
as a multiple of net capacity ($/kW) and then determined the range of valuation for our generation assets by applying the multiple ranges derived
from the precedent transactions. The report also states that in conducting the public market comparables analysis, the valuation panel reviewed
the ratio of firm value to forecasted fiscal 2004 and 2005 EBITDA as of March 31, 2004. In considering the terms of the transactions
contemplated under the transaction agreement, the report states that the valuation panel considered adjustments to the value implied by the
transactions to take into account changes in circumstances between the March 31, 2004 valuation date and July 21, 2004, such as an upward
movement in the forward price curves for natural gas and the implied resultant changes in power prices, and the effect of our exercise of our
right of first refusal to acquire an additional 13.2% interest in the South Texas Project.

During an open hearing before the PUC on August 19, 2004 in which the PUC questioned the valuation panel regarding its report, the valuation
panel stated that it had conducted extensive due diligence regarding us and performed sensitivity analysis regarding the financial projections
prepared by our management. During the hearing, the valuation panel also stated that, under its analysis, the value of our common stock
increased by approximately $3.00 per share between March 31, 2004 and July 21, 2004 due to the movement in natural gas prices and our
exercise of the right of first refusal for an additional 13.2% interest in the South Texas Project, and that the actual average per share price to be
paid under the terms of the transaction agreement was higher than what the valuation panel would have paid based on its own analysis.
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CenterPoint Energy believes that the PUC has substantially completed its deliberations on CenterPoint Houston�s true-up application and expects
the PUC will issue its formal written decision during the fourth quarter of 2004.

Effects of the Transactions; Plans or Proposals After the Transactions

Public Company Merger

After the Genco LP division, the receipt of all required regulatory approvals and the satisfaction of the other conditions to the public company
merger, we will merge with NN Houston Sub and all of the approximately 19% of our issued and outstanding shares of common stock owned by
our public shareholders will be converted into the right to receive $47.00 per share in cash, without interest and less any applicable withholding
taxes, subject to the right of dissenting shareholders to request appraisal of their shares as provided under Texas law. You must be a holder of
shares of our common stock as of the effective date of the public company merger in order to have the right to receive the cash consideration for
your shares described above. We will be the surviving corporation of the public company merger.

As a result of the public company merger:

� each share of our common stock issued and outstanding immediately before the effective time of the public company merger will be
converted into the right to receive $47.00 in cash, without interest and less any applicable withholding taxes, other than shares of
common stock:

� owned by CenterPoint Energy or any of its subsidiaries, including us and Utility Holding; or

� held by shareholders who perfect their appraisal rights under Texas law; and

� Utility Holding will own all of the outstanding shares of our common stock.

The directors of NN Houston Sub immediately prior to the public company merger will be the initial directors of the surviving corporation
following the public company merger. Our officers immediately prior to the public company merger will be the initial officers of the surviving
corporation following the public company merger. Our articles of incorporation and bylaws prior to the public company merger will be the
articles of incorporation and bylaws of the surviving corporation following the public company merger.

When the public company merger is completed, we will be a privately held corporation, wholly owned by Utility Holding. There will be no
public market for our common stock, and shares of our common stock will be delisted from the New York Stock Exchange and deregistered
under the Exchange Act. The deregistration of our common stock will make certain provisions of the Exchange Act, including the periodic
reporting obligations, the short-swing profit recovery provisions of Section 16(b), the requirement of furnishing a proxy or information statement
in connection with shareholders� meetings, and the new corporate governance requirements under the Sarbanes-Oxley Act of 2002, no longer
applicable to us. However, we expect GC Power Acquisition to issue debt securities in connection with the transactions contemplated by the
transaction agreement. Under the terms of that debt, GC Power Acquisition may become a voluntary filer under the Exchange Act. As a
voluntary filer, GC Power Acquisition would become subject to certain corporate governance requirements under the Sarbanes-Oxley Act of
2002.
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Upon completion of the public company merger, our current public shareholders will cease to have ownership interests in us or rights as our
shareholders and therefore will not have the opportunity to share in any of our future earnings and growth or bear the risk of any losses
generated by our operations or any decrease in our value after the public company merger. Similarly, because CenterPoint Energy has agreed to
a fixed amount of consideration in the transactions, it will also not have the opportunity to share in any of our future earnings and growth or bear
the risk of any losses generated by our operations or any decrease in our value after the public company merger, unless the nuclear asset
acquisition does not close, in which event we will continue to be an indirect, wholly owned subsidiary of CenterPoint Energy.
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Non-Nuclear Asset Acquisition

On the first business day after the closing of the public company merger or as soon as possible thereafter, and subject to the satisfaction of other
conditions to the non-nuclear asset acquisition, two wholly owned subsidiaries of GC Power Acquisition will merge with and into Genco II LP
and Genco Services. As a result of these mergers, Genco II LP and Genco Services will become indirect wholly owned subsidiaries of GC
Power Acquisition. In the non-nuclear asset acquisition, we will receive $2,789 million in cash, without interest, in exchange for our ownership
interests in Genco II LP and $24 million in cash, without interest, in exchange for our ownership interests in Genco Services, for an aggregate of
$2,813 million. After the closing of the non-nuclear asset acquisition, all of our business operations will be conducted by Genco LP, which will
hold only cash and our assets and liabilities relating to our interest in the South Texas Project. After the closing of the non-nuclear asset
acquisition, we will distribute up to an aggregate of $2,231 million in cash to Utility Holding.

Nuclear Asset Acquisition

Following receipt of approval by the NRC and the satisfaction of other conditions to the nuclear asset acquisition, HPC Merger Sub, a wholly
owned subsidiary of GC Power Acquisition, will merge with and into us. As a result of this merger, we will become an indirect wholly owned
subsidiary of GC Power Acquisition. In the nuclear asset acquisition, Utility Holding will receive $700 million in cash, without interest, in
consideration for its 100% ownership interest in us.

The Transaction Agreement

The following description is a summary of the material terms and conditions of the transaction agreement. The provisions of the transaction
agreement are complicated and not easily summarized. This summary may not contain all of the information about the transaction agreement
that is important to you. This summary is qualified in its entirety by the actual provisions of the transaction agreement, a copy of which is
attached to this information statement as Appendix A. We encourage you to read the transaction agreement in its entirety.

Closing of the Transactions

Public Company Merger. The closing of the public company merger will take place on the first business day (that is a day that is followed by
three consecutive days that are all business days) following the date on which all of the conditions to the closing of the public company merger
described below under ��Conditions to the Closing of the Public Company Merger� have been satisfied or waived, or at such other date or time as
the parties may agree. The public company merger will be consummated and become effective at the time specified in the articles of merger for
the public company merger to be filed with the Secretary of State of the State of Texas, which is expected to be on the closing date of the public
company merger.

Non-Nuclear Asset Acquisition. The closing of the non-nuclear asset acquisition will take place on the first business day after the closing of the
public company merger or as soon as possible thereafter on the terms and subject to the conditions to the closing of the non-nuclear asset
acquisition described below under ��Conditions to the Closing of the Non-Nuclear Asset Acquisition.� The non-nuclear asset acquisition will be
consummated and become effective at the time specified in the articles of merger for those transactions to be filed with the Secretary of State of
the State of Texas, which is expected to be on the closing date of the non-nuclear asset acquisition.
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Nuclear Asset Acquisition. The closing of the nuclear asset acquisition will take place on the fifth business day following the date on which all of
the conditions to each party�s obligations with respect to the nuclear asset acquisition described below under ��Conditions to the Closing of the
Nuclear Asset Acquisition,� including receipt of necessary regulatory approvals from the NRC have been satisfied or waived, or at such other
date or time as CenterPoint Energy and GC Power Acquisition may agree. The nuclear asset acquisition will be
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consummated and become effective at the time specified in the articles of merger to be filed with the Secretary of State of the State of Texas,
which is expected to be on the closing date of the nuclear asset acquisition.

Mechanics of the Public Company Merger

Treatment of Common Stock Owned by Public Shareholders of Texas Genco. At the effective time of the public company merger, each share of
our common stock issued and outstanding immediately prior to that effective time (other than shares owned by CenterPoint Energy or any of its
subsidiaries and shares held by shareholders who validly perfect dissenters� rights under Texas law) will, by virtue of the public company merger
and without any action on the part of the shareholders, be converted into the right to receive $47.00 in cash payable without interest and less any
applicable withholding taxes, which we refer to as the public company merger consideration. You must be a holder of shares of our common
stock as of the effective date of the public company merger in order to have the right to receive the cash consideration for your shares described
above.

Exchange and Payment Procedures. Prior to the effective time of the public company merger, CenterPoint Energy will appoint a bank or trust
company reasonably acceptable to GC Power Acquisition and to us to act as the paying agent for the public company merger. At or promptly
after the effective time of the public company merger, the surviving corporation will deposit with the paying agent an amount of cash required
for payment of the public company merger consideration to our public shareholders in the public company merger upon surrender of the
certificates formerly evidencing shares of our common stock.

As soon as reasonably practical after the effective time of the public company merger, the paying agent will mail to each holder of record of a
certificate or certificates that immediately prior to the effective time of the public company merger represented outstanding shares of our
common stock:

� a form of letter of transmittal, which will specify that delivery will be effected, and risk of loss and title to the shareholder�s certificates
will pass, only upon proper delivery of the certificates to the paying agent and which will be in customary form and have such other
provisions as CenterPoint Energy, GC Power Acquisition and we may reasonably specify; and

� instructions for use in effecting the surrender of a share certificate or certificates in exchange for the public company merger
consideration.

You should not forward your stock certificates to the paying agent without a letter of transmittal.

Upon surrender of a certificate for cancellation to the paying agent, together with a duly completed and validly executed letter of transmittal and
any other documents the paying agent reasonably may require, the holder of such certificate will be entitled to receive the public company
merger consideration in respect of shares formerly represented by such certificate and the surrendered certificate will be canceled. The public
company merger consideration delivered upon the proper surrender of a certificate will be deemed to have been delivered at the effective time of
the public company merger in full satisfaction of all rights pertaining to the shares of common stock formerly represented by the certificate.

If your shares of common stock are held in book-entry form through our Direct Registration System, as soon as reasonably practical
after the effective time of the public company merger, you will receive notice from the paying agent and a check for the cash
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If your shares of common stock are held in �street name� by your broker, you will receive instructions from your broker as to how to
effect the surrender of your �street name� shares and receive cash for those shares.

At the close of business on the date on which the effectiveness of the public company merger occurs, our share transfer books will be closed and
there will be no further registration of transfers of shares of our common stock that were outstanding immediately prior to the public company
merger effective time. If, after the close of
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business on the date on which the public company merger effective time occurs, certificates are presented to the surviving corporation or the
paying agent for transfer or any other reason, they will be canceled and exchanged for the public company merger consideration.

None of the parties to the transaction agreement, the surviving corporation or the paying agent will be liable to any person in respect of any cash
or property delivered to a public official pursuant to applicable abandoned property, escheat or similar law. Any portion of the public company
merger consideration deposited with the paying agent that remains undistributed to the holders of certificates for twelve months after the public
company merger effective time (or immediately prior to such earlier date on which any cash or property in respect of such certificate would
otherwise escheat to or become the property of any governmental authority) will be delivered to the surviving corporation, upon demand. Any
holders of certificates formerly representing shares of our common stock who have not theretofore surrendered their certificates will thereafter
look only to the surviving corporation and only as general creditors thereof for payment of the public company merger consideration, if any, to
which such shareholders may be entitled.

If your stock certificate has been lost, stolen, defaced or destroyed, then you will only be entitled to receive the public company merger
consideration upon executing and delivering an affidavit that your certificate was lost, stolen, defaced or destroyed and, if the surviving
corporation requires, you will have to post a bond in a reasonable amount determined by the surviving corporation indemnifying against any
claim that may be made with respect to such lost, stolen, defaced or destroyed certificate.

The surviving corporation or paying agent will be entitled to deduct and withhold any applicable taxes from the public company merger
consideration otherwise payable to a holder of shares of our common stock.

Articles of Incorporation and Bylaws. Our articles of incorporation and bylaws immediately prior to the public company merger will be the
articles of incorporation and bylaws, respectively, of the surviving corporation following the public company merger effective time.

Directors and Officers. The directors of NN Houston Sub immediately prior to the public company merger effective time will be the initial
directors of the surviving corporation following the public company merger effective time. Our officers immediately prior to the public company
merger effective time will be the officers of the surviving corporation immediately after the public company merger effective time.

The Non-Nuclear Asset Acquisition and the Nuclear Asset Acquisition

In the non-nuclear asset acquisition, we will receive $2,789 million in cash, without interest, in consideration for our ownership interests in
Genco II LP and $24 million in cash, without interest, in consideration for our ownership interests in Genco Services. After the closing of the
non-nuclear asset acquisition, we will distribute up to an aggregate of $2,231 million in cash to Utility Holding. In the nuclear asset acquisition,
Utility Holding will receive $700 million in cash, without interest, in consideration for its 100% ownership interest in us. The aggregate of up to
$2,931 million in cash to be received by Utility Holding as a result of the non-nuclear asset acquisition and the nuclear asset acquisition
represents a per share purchase price of approximately $45.25 for each of the 64,764,240 shares of our common stock that Utility Holding
currently owns.

Between the non-nuclear asset acquisition and the nuclear asset acquisition, the members of our senior management team will continue to serve
in their current capacities at Texas Genco and to manage the nuclear assets and liabilities. At or prior to the nuclear asset acquisition closing, all
of our and our subsidiaries� directors will deliver to us written resignations and all of our and our subsidiaries� officers will deliver to us written

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 113



resignations or CenterPoint will cause those officers to be removed from their positions as officers, in each case effective on the closing date of
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61

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 114



Table of Contents

Representations and Warranties in the Transaction Agreement

Each of the parties to the transaction agreement made certain customary representations and warranties related to their due organization, good
standing, and authorization to enter into the transaction agreement, consents of governmental entities required as a result of the transactions
contemplated by the transaction agreement, brokers� fees and the absence of any violation of or conflict with such party�s organizational
documents, applicable law or material contracts of such party as a result of entering into the transaction agreement and consummating the
transactions contemplated by the transaction agreement, among others. In addition, each party made certain representations and warranties
particular to such party to certain other parties to the agreement. The representations and warranties are, in some cases, subject to specified
exceptions and qualifications. You should read the transaction agreement in its entirety to understand the nature of these representations and
warranties and risks that they represent to completion of the public company merger.

Representations and Warranties of CenterPoint Energy. In addition to the customary representations noted above, CenterPoint Energy also
made representations and warranties that relate to, among other things:

� Utility Holding�s ownership of our shares free and clear, with certain exceptions, of liens;

� affiliate transactions;

� the transactions relating to the previous separation of Texas Genco from CenterPoint Energy; and

� the tax-exempt status under the Internal Revenue Code of certain pollution control bonds issued by governmental authorities on behalf
of CenterPoint Energy and CenterPoint Houston.

Representations and Warranties of Texas Genco. In addition to the customary representations noted above, we also made representations and
warranties that relate to, among other things:

� our and our subsidiaries� capitalization;

� the absence of �poison pills� and �anti-takeover� plans;

� the ownership of shares of our common stock;

� our filings with the SEC, the NRC, the PUC and other governmental authorities since December 11, 2002;

� our financial statements and the financial statements of the South Texas Project;

� our disclosure controls and procedures;
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� the absence of undisclosed liabilities;

� the absence of certain changes and events since December 31, 2003;

� the absence of litigation;

� our compliance with laws and possession of all approvals, authorizations, certificates, licenses, consents and permits of governmental
authorities necessary for us to own, lease and operate our properties and to carry on our business;

� employment and labor matters, including matters related to employee benefit plans;

� title, ownership and related matters with respect to our owned and leased real property;

� taxes, environmental matters, insurance, intellectual property;

� material contracts;

� our election not be governed by certain restrictions on business combinations under the Texas Business Corporations Act;
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� regulatory matters, including matters related to:

� the 1935 Act, the Atomic Energy Act of 1954, the Texas utility law and ERCOT protocols;

� the South Texas Project�s compliance with applicable health, safety, regulatory and other legal requirements;

� Genco LP�s status as an exempt wholesale generator as defined in Section 32 of the 1935 Act, the absence of proceedings to
revoke or modify such status and the absence of facts that are reasonably likely to cause Genco LP to lose such status;

� qualified and non-qualified decommissioning funds;

� agreements and transactions with affiliates;

� swaps, caps, floors, collars, futures contracts, forward contracts, options and other derivative financial instruments or contracts;

� our receipt of the fairness opinion from RBC Capital Markets Corporation;

� the approval and recommendation by our board of directors, upon the unanimous recommendation of a special committee thereof, of
the transaction agreement and the transactions contemplated by the transaction agreement; and

� ownership of assets by us or our subsidiaries other than Genco LP, Genco Services and, after the Genco LP division, Genco II LP.

Representations and Warranties of GC Power Acquisition. In addition to the customary representations noted above, GC Power Acquisition also
made representations and warranties that relate to, among other things:

� delivery to us of the debt financing letter and equity letter (as described below under ��Financing of the Transactions�);

� the absence of litigation;

� its independent review and analysis of our business, operations, assets, liabilities, results of operations, financial condition, technology
and prospects, and its access to our personnel, properties, premises and records;

� the absence of any ownership or control of, or construction-in-progress with respect to, generating assets located in or capable of
delivering electricity to the ERCOT market; and

� its ownership of our securities.

Our representations and warranties and the representations and warranties of GC Power Acquisition will expire at the effective time of the public
company merger, except that the representations and warranties that relate to our nuclear assets and liabilities will expire at the closing of the
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nuclear asset acquisition. The representations and warranties of CenterPoint Energy (other than with regard to required consents and the absence
of conflicts) will survive indefinitely.

Conduct of Our Business Pending the Closing of the Nuclear Asset Acquisition

We have agreed that prior to the closing of the nuclear asset acquisition, unless otherwise contemplated by the transaction agreement or required
by applicable law, or unless GC Power Acquisition gives its prior written consent (which cannot be unreasonably withheld or delayed), we and
our subsidiaries will:

� conduct our businesses only in the ordinary course of business, in a manner consistent with past practice, in compliance with all
applicable laws and in accordance with good utility practices; and

� preserve substantially intact our business organization, preserve our assets and properties in good repair and condition and preserve
our present relationships with governmental authorities, customers, suppliers and other persons with whom we have business relations.
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We also have agreed that during that time period, unless otherwise contemplated by the transaction agreement or unless GC Power Acquisition
gives its prior written consent (which cannot be unreasonably withheld or delayed), we and our subsidiaries will not:

� amend or otherwise change our or any of our subsidiaries� articles of incorporation, bylaws or similar organization documents;

� except as required under a contract in force as of the date of the transaction agreement, issue, deliver, lease, sell and leaseback, pledge,
license, transfer, mortgage, encumber, dispose of or otherwise subject to any lien any of our or our subsidiaries� securities or any of our
or our subsidiaries� property or assets whether tangible or intangible other than assets sold, leased, pledged, licensed, transferred,
disposed of or encumbered in the ordinary course of business and in a manner consistent with past practice;

� declare, set aside, make or pay any dividend or other distribution, payable in cash, stock or other equity interests, property or
otherwise with respect to any security of ours or our subsidiaries, other than:

� prior to the public company merger, regular quarterly cash dividends on our common stock not in excess of $0.25 per share per
quarter, in each case with usual declaration, record and payment dates and otherwise in accordance with our past dividend
policy;

� following the closing of the non-nuclear asset acquisition and the repayment of all principal and interest under the overnight
bridge loan described below under ��Financing of the Transactions,� distributions by us of up to $2,231 million; and

� dividends by a direct or indirect wholly owned subsidiary of ours to its parent to the extent required to fund the dividends
described in the two immediately preceding bullet points;

� reclassify, combine, split, subdivide or redeem, purchase or otherwise acquire, directly or indirectly any of our or our subsidiaries�
securities;

� repurchase, repay or incur any indebtedness or issue any securities in respect of indebtedness or assume, guarantee or endorse or
otherwise become responsible for the obligations or indebtedness of any person, other than:

� repayments in the ordinary course of business and in a manner consistent with past practice under our existing $75 million
revolving credit agreement;

� borrowings of up to $75 million under our existing $75 million revolving credit agreement;

� borrowings under the overnight bridge loan facility discussed below under ��Financing of the Transactions�; and

� borrowings under any new or amended credit agreement not containing prepayment penalties and on customary terms:

� to fund the purchase price for an additional interest in the South Texas Project pursuant to the pending exercise of our right
of first refusal with respect to up to an additional 25.2% interest in the South Texas Project;
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� to fund dividends or distributions allowed under the terms of the transaction agreement; and

� of up to $75 million to fund working capital requirements to meet operating cash needs (less any amount borrowed for
working capital purposes under our existing $75 million revolving credit agreement);

� make payments under certain identified affiliated company contracts, other than any such payments prior to the non-nuclear asset
acquisition closing date, in excess of $3 million per month, forgive any liabilities, debts or obligations under such contracts, take any
action outside the ordinary course of business consistent with past practice pursuant to any of those contracts or engage in or enter into
additional affiliated company contracts;
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� amend in any material respect, terminate, cancel or renew certain contracts;

� acquire any assets (other than in the ordinary course of business), business or any corporation, partnership, limited liability company,
association or business organization or division thereof (other than acquisitions prior to the closing of the non-nuclear asset acquisition
with an aggregate consideration of not more than $5 million) other than fuel, supplies, maintenance materials and other inventory
items in the ordinary course of business consistent with past practice;

� subject to certain exceptions, authorize or make any capital expenditures except such expenditures made prior to the closing of the
non-nuclear asset acquisition and not in excess of $5 million individually or $25 million in the aggregate except as contemplated by
the transaction agreement;

� amend, terminate, cancel or renew the agreements described under ��Other Agreements �Power Purchase and Sale Agreement� and ��Other
Agreements�Back-to-Back Power Purchase Arrangements�;

� except as required by applicable law, reactivate or enter into any �reliability must run� contract with respect to any generating plant that
was shut down or �mothballed� as of the date of the transaction agreement;

� except to the extent required by applicable law or the terms of any employee benefit plan existing as of the date of the transaction
agreement, increase or otherwise amend the compensation or fringe benefits of any present or former director, officer or employee of
us or our subsidiaries (except for increases in salary or hourly wage rates, in the ordinary course of business consistent with past
practice); grant any retention, severance or termination payment to any of those individuals or enter into or amend any employment,
consulting or severance contract with any of those individuals; loan or advance any money or property to those individuals; establish,
enter into, adopt, amend or terminate any employee benefit plan or collective bargaining agreements; or hire any new employees;

� fail to maintain our or our subsidiaries� books and records in accordance with GAAP in any material respect or, except as may be
required as a result of a change in law or in GAAP, change material tax, pension, regulatory or financial accounting policies,
procedures, practices or principles used by us or our subsidiaries;

� make, change or rescind any material tax election; fail to duly and timely file all material tax returns and other documents required to
be filed with any governmental authority, subject to timely extensions permitted by applicable law; extend the statute of limitations
with respect to any tax; or, except in the ordinary course of business, settle or compromise any material federal, state, local or foreign
tax liability;

� waive, release, assign, settle or compromise any pending or threatened legal proceeding or action which is material, which relates to
the transactions contemplated by the transaction agreement or which is brought by any of our or our subsidiaries� shareholders in that
capacity;

� adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring, recapitalization or other
reorganization of us or any of our subsidiaries;

� pay, discharge or satisfy any material claims, liabilities or obligations (whether absolute, accrued, asserted or unasserted, contingent or
otherwise), other than any payment, discharge or satisfaction when due or otherwise in the ordinary course of business and consistent
with past practice of liabilities reflected or reserved against on our balance sheet or incurred in the ordinary course of business after
March 31, 2004 and consistent with past practice;

�
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make any loans, advances or capital contributions (including any �keep well� or other contracts to maintain any financial statement
condition of another person) to, or investments in, any person, other than loans, advances and capital contributions to our wholly
owned subsidiaries in existence on the date of the transaction agreement (but excluding loans by Genco LP or Genco Services);
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� other than in the ordinary course of business and in a manner consistent with past practice or as required by applicable law, modify in
any material respect our trading policies or any similar policy, other than modifications which are more restrictive to us, or enter into
any contract or transaction related to any derivative product or any similar transaction (other than as permitted by the trading policies);

� enter into, amend, terminate, cancel or renew any contract or other transaction other than in the ordinary course of business and in a
manner consistent with past practice, as required by applicable law, or otherwise that individually or in the aggregate with all other
contracts or transactions, would conflict with, violate or otherwise not be permitted under our trading policies or any similar
purchasing policy;

� fail to maintain in full force and effect insurance policies covering us, our subsidiaries and our respective properties, assets and
businesses in a form and amount consistent with good utility practice and to promptly and diligently prosecute claims under such
policies;

� except to the extent required by applicable law, take any action that would reasonably be expected to result in any of our
representations and warranties that is qualified by materiality or material adverse effect becoming untrue or that is not so qualified
becoming untrue in any material respect, or result in any condition to the public company merger not being satisfied;

� fail to take any action that would reasonably be expected, directly or indirectly, to prevent or materially impair or delay the
consummation of the transactions; or

� take, offer, propose to take or enter into or amend any contract to take, offer or propose any of the actions described above.

Additional Agreements

Access to Information. Until the closing of the nuclear asset acquisition and subject to certain limitations, we have agreed to, and to cause our
subsidiaries and our and their respective officers, directors, employees, accountants, auditors, counsel, financial advisors and other agents and
representatives to:

� give GC Power Acquisition and its representatives and potential financing sources reasonable access to our and our subsidiaries�
officers, employees, agents, properties (including the South Texas Project), offices, plants and other facilities and to our and our
subsidiaries� books, personnel, contracts and records;

� permit GC Power Acquisition to make such copies and inspections thereof as GC Power Acquisition may reasonably request; and

� furnish GC Power Acquisition with such financial, trading, marketing and operating data and other information concerning the
business, properties (including the South Texas Project), contracts, assets, liabilities, personnel and other aspects of us or any of our
subsidiaries as GC Power Acquisition and its representatives and potential financing sources may from time to time reasonably
request.

GC Power Acquisition has agreed to hold this information in confidence, pursuant to the terms of the letter agreements between the members of
GC Power Acquisition and CenterPoint Energy, until the nuclear asset acquisition closing date with respect to the nuclear assets and liabilities
and until the non-nuclear asset acquisition closing date with respect to the non-nuclear assets and liabilities.
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Consents and Cooperation. We, GC Power Acquisition, CenterPoint Energy and Utility Holding have agreed to cooperate, and to use
commercially reasonable efforts, to take all actions and to do, or cause to be done, and to assist and cooperate with the other party in doing, all
things necessary, proper or advisable to consummate and make effective the transactions contemplated by the transaction agreement as promptly
as practicable, including but not limited to making all filings and obtaining all approvals and third party consents necessary to consummate the
transactions. Those efforts will not require CenterPoint Energy, Utility Holding, NN Merger Sub, GC Power Acquisition or us or our
subsidiaries to make any payment to obtain any approval or consent, other than nominal
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transfer fees or filing fees and/or the costs and expenses of third parties pursuant to the terms of any contract. We, CenterPoint Energy and our
respective subsidiaries are not permitted to consent to any action or make or offer to make any substantive commitment or undertaking or incur
any liability or obligation with respect to us or our subsidiaries without the consent of GC Power Acquisition, which will not be unreasonably
withheld. CenterPoint Energy and GC Power Acquisition will file with the United States Federal Trade Commission and the United States
Department of Justice the notification and report form required for the transactions and agree to cooperate with respect to such filings, as well as
resolution of any impediments to the consummation of the transactions and obtaining necessary consents. We, GC Power Acquisition,
CenterPoint Energy and Utility Holding have agreed to keep the other party apprised of the status of matters relating to the completion of the
transactions contemplated by the transaction agreement. In addition, we have agreed to use our reasonable best efforts to obtain from the IRS a
ruling regarding the taxability of certain events related to the transactions.

Public Announcements. Prior to the closing of the nuclear asset acquisition, the parties to the transaction agreement generally have agreed not to
issue any report, statement or press release or otherwise make any public statements with respect to the transaction agreement unless reasonably
believed to be required by law or in connection with a party�s obligations as a publicly held, exchange-listed company, in which case the parties
will use their commercially reasonable efforts to mutually agree on the language of the statement.

Tax Matters. CenterPoint Energy, Utility Holding and GC Power Acquisition have agreed upon certain tax matters, including matters that relate
to tax elections, tax indemnifications, computation of tax liabilities, tax returns, notification and control over certain tax contests, transfer taxes,
refunds and overpayments, resolution of tax-related disputes and post-closing actions that affect liability for taxes.

Debt Financing. We, CenterPoint Energy and Utility Holding have agreed to provide, and to cause each of our respective subsidiaries and
representatives to provide, all cooperation GC Power Acquisition reasonably requests that is necessary in connection with the arrangement of the
debt financing for the transactions, including (subject to certain exceptions):

� participation in meetings, drafting sessions, due diligence sessions, management presentation sessions, �road shows� and sessions with
rating agencies;

� preparation by us of business projections, financial statements, offering memoranda, private placement memoranda, prospectuses and
similar documents; and

� execution and delivery by us and our subsidiaries of underwriting or placements agreements, pledge and security documents, other
definitive financing documents, including indemnity agreements, or other requested certificates or documents, including a certificate
of the chief financial officers of us or any of our subsidiaries with respect to solvency matters, comfort letters of accountants, consents
of accountants for use of their reports in any materials relating to the financing to be used in connection with the transactions
contemplated by the transaction agreement, legal opinions, engineering reports, environmental reports, surveys and title insurance as
may be reasonably requested by GC Power Acquisition.

We have agreed to use our commercially reasonable efforts to provide, or to cause our subsidiaries and their respective representatives to
provide, certain information and documentation related to our real property constituting a power generating site and to our Energy Development
Center facility, including title insurance policies, surveys, current estoppel certificates and other evidence of title.

GC Power Acquisition has agreed to use commercially reasonable efforts to arrange the debt financing on the terms and conditions described in
the debt financing letter provided to GC Power Acquisition by Goldman Sachs Credit Partners L.P., including using commercially reasonable
efforts to negotiate definitive agreements for the debt financing and to satisfy all conditions applicable to GC Power Acquisition in the definitive
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CenterPoint Energy and we have agreed to use commercially reasonable efforts to obtain any waivers, amendments, modifications or
supplements necessary in connection with the transactions contemplated by the transaction agreement to our existing credit agreement and
CenterPoint Energy�s existing $2.3 billion bank facility.

Employees; Employee Benefits. We have agreed on certain matters that relate to employees and employee benefits. GC Power Acquisition also
has agreed on certain matters that relate to employees and employee benefits, including honoring our existing severance and benefit plans. In
addition, GC Power Acquisition, CenterPoint Energy and Utility Holding have agreed that certain mirror retirement, savings and benefit
restoration plans, along with certain severance agreements and plans for employees who will continue to work for us following the non-nuclear
asset acquisition, may be entered into. In addition, GC Power Acquisition has agreed to comply with our collective bargaining agreements.

Insurance. CenterPoint Energy has agreed to certain matters that relate to insurance, including not taking action (and causing its subsidiaries not
to take action) that would adversely affect the applicability of, or limit or restrict the coverage available under, certain insurance policies and
agreements, as they apply to our assets and liabilities. CenterPoint Energy has also agreed, in certain circumstances, to cooperate with and
facilitate us and our subsidiaries in making claims under that insurance coverage.

No Solicitation of Transactions. We, CenterPoint Energy and Utility Holding have agreed not to, and to cause our and their respective
representations not to, directly or indirectly, initiate, solicit, encourage or otherwise facilitate (including by way of furnishing non-public
information) any inquiries or the making or implementation of any proposal or offer (including any proposal from or offer to our shareholders)
with respect to (each, an �alternative proposal�):

� a merger, reorganization, share exchange, tender offer, exchange offer, consolidation, business combination, recapitalization,
liquidation, dissolution, joint venture or similar transaction involving us or any of our subsidiaries; or

� any purchase or sale of more than 10% of the assets of us and our subsidiaries taken as a whole, or any of our or our subsidiaries
securities.

We, CenterPoint Energy and Utility Holding have further agreed and have agreed to cause our and their respective representatives, not to:

� have any discussion with or provide any confidential information or data to any person relating to an alternative proposal;

� engage in any negotiations concerning an alternative proposal; or

� otherwise facilitate any effort or attempt to make or implement an alternative proposal or accept an alternative proposal.

If we receive an alternative proposal, we, CenterPoint Energy and Utility Holding are required to notify GC Power Acquisition of it promptly
(and in any event by 5:00 p.m., New York City time, on the next business day). We have agreed that neither our board of directors nor any
committee thereof will approve or recommend an alternative proposal. CenterPoint Energy has agreed not to sell, transfer, pledge, hypothecate,
encumber, assign or dispose of any membership interests in Utility Holding (or any beneficial ownership thereof) or its beneficial ownership
interest in shares of our common stock or offer to make such a sale, transfer or other disposition to any person. Utility Holding has also agreed
not to sell, transfer or otherwise dispose of shares of our common stock.
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control facilities we own that were financed or refinanced with outstanding tax exempt pollution control bonds issued by governmental
authorities on behalf of CenterPoint Energy and
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CenterPoint Houston and future cooperation with respect to efforts by CenterPoint Energy or CenterPoint Houston to refinance the bonds.

NRC Approval. We and GC Power Acquisition have agreed to prepare jointly and file one or more applications with the NRC for approval of
any transfer of the nuclear license deemed to be created by the nuclear asset acquisition. We, CenterPoint Energy, Utility Holding and GC Power
Acquisition have agreed to cooperate with one another to facilitate the review of the application and to provide information reasonably requested
during the review.

Directors� and Officers� Indemnification and Insurance. The governing documents of the surviving corporation of the public company merger
will contain provisions regarding the limitation of liability and indemnification of officers and directors as are currently included in our
governing documents, and will provide indemnification to our directors and officers with respect to claims arising from facts or events that
occurred prior to the effective time of the public company merger to the fullest extent permitted by and in accordance with the Texas Business
Corporation Act and other applicable law from time to time. GC Power Acquisition will not amend, repeal or otherwise modify those provisions
for a period of six years following the public company merger in any manner that would adversely affect those indemnification rights.

In addition, GC Power Acquisition agreed that the surviving corporation of the public company merger would cause to be obtained �tail� insurance
policies with a claims period of at least six years from the effective time of the public company merger with respect to directors� and officers�
liability insurance in amount and scope at least as favorable as our existing policies for claims arising from facts or events that occurred prior to
the effective time of the public company merger, subject to limitations on the cost that may be incurred for that insurance.

Section 16 Matters. Prior to the closing of the public company merger, we and CenterPoint Energy will take all such steps required to cause to
be exempt under Rule 16b-3 promulgated under the Exchange Act any dispositions of our common stock (including derivative securities with
respect to our common stock) that are treated as dispositions to us under that rule and result from the public company merger by each individual
who is subject to the reporting requirements of Section 16(a) of the Exchange Act with respect to us or CenterPoint Energy.

Intercompany Accounts and Agreements. We, CenterPoint Energy and Utility Holding have agreed upon certain matters that relate to
intercompany accounts and agreements, including that any intercompany accounts and all amounts due under intercompany leases and other
agreements between any of us or any of our subsidiaries and CenterPoint Energy or Utility Holding and their affiliates (other than us and our
subsidiaries) will be paid or otherwise settled in cash and terminated at the applicable closing, except as contemplated by the transaction
agreement. For a description of some of these arrangements, please refer to ��Material Transactions Between CenterPoint Energy and Us.�

Transition Services and Other Intercompany Arrangements. The parties have agreed that a subsidiary of CenterPoint Energy and GC Power
Acquisition will enter into a transition services agreement on the closing date of the non-nuclear asset acquisition. For more information, please
read ��Other Agreements�Transition Services Agreement.� In addition, on or prior to the closing date of the public company merger, we,
CenterPoint Energy, GC Power Acquisition and Genco LP will execute an amendment to our existing separation agreement as described under
��Other Agreements�Amendment and Assignment and Assumption Agreement to the Separation Agreement.�

Power Purchase Agreement. On or prior to the closing date of the non-nuclear asset acquisition, Genco LP and Genco II LP will enter into a
power purchase agreement as described under ��Other Agreements�Back-to-Back Power Purchase Arrangements.�
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that owns our interest in the South Texas Project to maintain the
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nuclear decommissioning trust in compliance in all material respects with all applicable laws and regulations, including regulations and rulings
of the Internal Revenue Service, the NRC and the PUC. CenterPoint Energy has agreed to cause CenterPoint Houston to:

� maintain in its tariffed rates for the delivery of electricity the non-bypassable nuclear decommissioning funding charge as established
in CenterPoint Houston�s most recent rate order, with such changes to the charge as may be authorized or ordered by the PUC from
time to time; and

� deposit the decommissioning revenues collected by CenterPoint Houston through the decommissioning charges into the nuclear
decommissioning trust for the South Texas Project.

CenterPoint Energy and GC Power Acquisition have also agreed to cooperate with each other in certain other matters related to these and other
decommissioning undertakings.

True-Up Proceeds. GC Power Acquisition has acknowledged that it has no claim or entitlement to any recovery or other amount resulting from
any final order issued by the PUC in the stranded cost true-up proceeding relating to CenterPoint Houston now pending before the PUC or to any
proceeds from any securitization bonds that may be issued by a subsidiary of CenterPoint Energy to recover amounts CenterPoint Energy and its
subsidiaries may be entitled to recover as a result of that proceeding. In the event that GC Power Acquisition or any subsidiary receives any
stranded cost recovery, amount or proceeds referred to in the prior sentence, GC Power Acquisition will (or will cause its subsidiary to)
immediately pay such recovery, amount or proceeds over to CenterPoint Energy.

Environmental Reporting of Nitrous Oxide Emission Reductions. GC Power Acquisition has agreed that for the next three years it will furnish to
CenterPoint Energy a statement detailing its capital expenditures for purposes of reduction of emissions of nitrous oxide during the prior year,
unless CenterPoint Energy notifies it that CenterPoint Energy is not required to furnish such information to the PUC.

Leases. Prior to the Genco LP division, CenterPoint Energy will (or will cause its applicable subsidiary to) enter into one or more lease
agreements with Genco LP or its designated affiliate on terms contemplated in the transaction agreement and otherwise on terms and conditions
reasonably acceptable to GC Power Acquisition.

Conditions to the Closing of the Public Company Merger

Our obligations and the obligations of NN Houston Sub to consummate the public company merger are subject to the satisfaction or waiver of
the following conditions:

� the absence of any law or order that prohibits or makes illegal consummation of the public company merger, the non-nuclear asset
acquisition or any of the other transactions related thereto;

� the expiration or termination of any waiting period applicable to the public company merger or the non-nuclear asset acquisition under
applicable U.S. antitrust or trade regulation laws and regulations, including the Hart-Scott-Rodino Antitrust Improvements Act of
1976;
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� requirements under Rule 14c-2 of the Exchange Act must be satisfied;

� the requirements related to the financing of the transactions must be satisfied, including:

� our access to immediately available funds under the overnight bridge loan facility on terms and conditions described below
under ��Financing of the Transactions� or on terms and conditions which are, in the judgment of GC Power Acquisition,
comparable or more favorable (to GC Power Acquisition) in the aggregate thereto;

� the receipt of proceeds by GC Power Acquisition from its financings in an amount equal to the consideration to be paid in the
non-nuclear asset acquisition (or the funding of such amount into escrow as contemplated by the debt financing letter) on terms
and conditions described below under
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��Financing of the Transactions� or on terms and conditions which are, in the judgment of GC Power Acquisition, comparable or
more favorable (to GC Power Acquisition) in the aggregate thereto; and

� the closing of documentation related to (but not funding of) a $475 million delayed draw term facility among GC Power
Acquisition and the financial institutions party thereto, which facility will be in full force and effect and will be on terms and
conditions described below under ��Financing of the Transactions� or on terms and conditions which are, in the judgment of GC
Power Acquisition, comparable or more favorable (to GC Power Acquisition) in the aggregate thereto;

� the receipt by CenterPoint Energy and Utility Holding of a certificate from GC Power Acquisition stating that, based on GC Power
Acquisition�s receipt of a certificate from us and CenterPoint Energy regarding certain of GC Power Acquisition�s conditions to the
closing of the non-nuclear asset acquisition, among others things, GC Power Acquisition is prepared to consummate the non-nuclear
asset acquisition on the following business day (subject to the satisfaction of certain conditions);

� the representations and warranties of GC Power Acquisition set forth in the transaction agreement must be true and correct as of the
date of the transaction agreement and as of the closing date of the public company merger (except for representations and warranties
made as of a specified date, which need be true and correct only as of the specified date), which representations and warranties will be
deemed to be true and correct unless the failure or failures of all such representations and warranties to be true and correct (without
giving effect to any qualification as to materiality or material adverse effect) would reasonably be expected, in the aggregate, to
materially adversely affect the ability of GC Power Acquisition to consummate the transactions contemplated by the transaction
agreement or directly or indirectly prevent or materially impair or delay the ability of GC Power Acquisition to perform its obligations
thereunder;

� GC Power Acquisition must have performed in all material respects all of its obligations required to be performed by it under the
transaction agreement at or prior to the closing of the public company merger;

� the receipt by Genco LP and CenterPoint Energy of a certificate signed on behalf of GC Power Acquisition certifying as to the
satisfaction of the matters set forth in the two preceding bullet points; and

� the certification of Genco II LP as an exempt wholesale generator by the Federal Energy Regulatory Commission.

Neither we nor NN Houston Sub may waive any of the conditions described in the first three bullet points above without the consent of GC
Power Acquisition. We do not currently intend to distribute a revised information statement to our shareholders in the event any of the foregoing
conditions are waived unless the waiver is material to our shareholders in the context of the transactions.

Conditions to the Closing of the Non-Nuclear Asset Acquisition

The obligations of each party to consummate the non-nuclear asset acquisition are subject to the satisfaction or waiver of the following
conditions on or prior to the closing date of the non-nuclear asset acquisition:

� the absence of any law or order that prohibits or makes illegal consummation of the non-nuclear asset acquisition or any of the other
transactions related thereto;
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trade regulation laws and regulations, including the Hart-Scott-Rodino Antitrust Improvements Act of 1976; and

� the public company merger must have been consummated.
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CenterPoint Energy�s and our obligations to consummate the non-nuclear asset acquisition are subject to the satisfaction or waiver of the
following additional conditions on or prior to the closing date of the public company merger:

� the representations and warranties of GC Power Acquisition set forth in the transaction agreement must be true and correct as of the
date of the transaction agreement and as of the closing date of the public company merger (except for representations and warranties
made as of a specified date, which need be true and correct only as of the specified date), which representations and warranties will be
deemed to be true and correct unless the failure or failures of all such representations and warranties to be true and correct (without
giving effect to any qualification as to materiality or material adverse effect) would reasonably be expected, in the aggregate, to
materially adversely affect the ability of GC Power Acquisition to consummate the transactions contemplated by the transaction
agreement or directly or indirectly prevent or materially impair or delay the ability of GC Power Acquisition to perform its obligations
thereunder;

� GC Power Acquisition must have performed in all material respects all of its obligations required to be performed by it under the
transaction agreement at or prior to the closing of the public company merger; and

� the receipt by Genco LP and CenterPoint Energy of a certificate signed on behalf of GC Power Acquisition certifying as to the
satisfaction of the matters set forth in the two preceding bullet points.

CenterPoint Energy�s and our obligations to consummate the non-nuclear asset acquisition are subject to the satisfaction or waiver of the
following additional conditions on or prior to the closing date of the non-nuclear asset acquisition:

� the cancellation and return of all first mortgage bonds issued by Genco LP related to the power purchase agreement described under
��Other Agreements�Power Purchase and Sale Agreement.�

GC Power Acquisition�s obligations to consummate the non-nuclear asset acquisition are subject to the satisfaction or waiver of the following
additional conditions on or prior to the closing date of the public company merger:

� the representations and warranties of CenterPoint Energy, Utility Holding and us set forth in the transaction agreement must be true
and correct as of the date of the transaction agreement and as of the closing date of the public company merger (except for
representations and warranties made as of a specified date, which need be true and correct only as of the specified date), which
representations and warranties will be deemed to be true and correct unless the failure or failures of all such representations and
warranties to be true and correct (without giving effect to any qualification as to materiality or material adverse effect) would
reasonably be expected, in the aggregate, subject to certain exceptions, to be materially adverse to the business, assets, properties,
liabilities, conditions (financial or otherwise) or results of operations of us or our subsidiaries taken as a whole or to directly or
indirectly prevent or materially impair or delay, directly or indirectly, CenterPoint Energy�s, Utility Holding�s or our performance of
their respective obligations under the transaction agreement;

� the representations and warranties of CenterPoint Energy and Utility Holding as to ownership of our securities and of us as to our and
our subsidiaries� capitalization must be true and correct in all material respects as of the date of the transaction agreement and as of the
closing date of the public company merger (except for representations and warranties made as of a specified date, which need be true
and correct only as of the specified date);

� CenterPoint Energy, Utility Holding and we must have performed in all material respects all of our respective obligations required to
be performed by us under the transaction agreement at or prior to the closing of the public company merger, including, without
limitation, the consummation of the Genco LP division;
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� the absence of any state of facts, change, development, event, effect, condition or occurrence that, individually or in the aggregate has
been or would reasonably be expected to be materially adverse to the business, assets, properties, liabilities, conditions (financial or
otherwise) or results of operations of us or our subsidiaries taken as a whole or to prevent or materially impair or delay, directly or
indirectly, CenterPoint Energy�s, Utility Holding�s or our performance of their respective obligations under the transaction agreement;

� GC Power Acquisition must have received a certificate signed on behalf of CenterPoint Energy, Utility Holding and us certifying as to
the satisfaction of the matters set forth in the four preceding bullet points;

� the requirements related to the financing of the transactions must be satisfied, including:

� our access to immediately available funds under the overnight bridge loan facility on terms and conditions described below
under ��Financing of the Transactions� or on terms and conditions which are, in the judgment of GC Power Acquisition,
comparable or more favorable (to GC Power Acquisition) in the aggregate thereto;

� the receipt of proceeds by GC Power Acquisition from its financings in an amount equal to the consideration to be paid in the
non-nuclear asset acquisition (or the funding of such amount into escrow as contemplated by the debt financing letter) on terms
and conditions described below under ��Financing of the Transactions� or on terms and conditions which are, in the judgment of
GC Power Acquisition, comparable or more favorable (to GC Power Acquisition) in the aggregate thereto;

� the closing of documentation related to (but not funding of) a $475 million delayed draw term facility by GC Power Acquisition
and the financial institutions party thereto, which facility will be in full force and effect and will be on terms and conditions
described below under ��Financing of the Transactions� or on terms and conditions which are, in the judgment of GC Power
Acquisition, comparable or more favorable (to GC Power Acquisition) in the aggregate thereto; and

� a subsidiary of CenterPoint Energy and GC Power Acquisition must have entered into a transition services agreement as described
under ��Other Agreements�Transition Services Agreement� and such agreement must not have been revoked, terminated or amended;

� CenterPoint Energy, Texas Genco, Genco LP and GC Power Acquisition must have entered into an amendment to the currently
existing separation agreement between us and CenterPoint Energy as described under ��Other Agreements�Amendment and Assignment
and Assumption Agreement to the Separation Agreement� and such agreement must not have been revoked, terminated or amended;

� Genco II LP must have been certified as an exempt wholesale generator by the Federal Energy Regulatory Commission; and

� Genco II LP and Genco Services must hold all permits necessary to operate our non-nuclear assets and liabilities except where the
failure to hold such permits would not reasonably be expected to have a material adverse effect.

GC Power Acquisition�s obligations to consummate the non-nuclear asset acquisition are subject to the satisfaction or waiver of the following
additional conditions on or prior to the closing date of the non-nuclear asset acquisition:

� CenterPoint Energy, Utility Holding and Texas Genco must have performed in all material respects all of their respective obligations
required to be performed by them under the transaction agreement in order to consummate the non-nuclear asset acquisition and all of
their respective obligations required to be performed by them under the transaction agreement from the closing of the public company
merger through and prior to the closing of the non-nuclear asset acquisition;
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CenterPoint Energy, Utility Holding and Texas Genco certifying to the satisfaction of the matters set forth in the immediately
preceding bullet point; and
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� so long as GC Power Acquisition has satisfied the condition described above relating to the first mortgage bonds issued by Genco LP
related to the power purchase agreement, (1) the indenture (as defined in that agreement) must have been satisfied and discharged or
(2) (A) Genco II LP must have been released and discharged from all obligations and covenants under that indenture and on and under
all securities then outstanding under that indenture and (B) all assets of Genco II LP must have been released from all liens under that
indenture.

Conditions to the Closing of the Nuclear Asset Acquisition

The obligations of CenterPoint Energy and GC Power Acquisition to consummate the nuclear asset acquisition are subject to the satisfaction or
waiver of the following conditions on or prior to the closing date of the nuclear asset acquisition:

� the absence of any law or order that prohibits or makes illegal consummation of the nuclear asset acquisition or any of the other
transactions related thereto;

� the expiration or termination of any waiting period applicable to the nuclear asset acquisition under applicable U.S. antitrust or trade
regulation laws and regulations, including the Hart-Scott-Rodino Antitrust Improvements Act of 1976;

� the NRC must have approved any transfer of the nuclear license deemed to be created by the nuclear asset acquisition; and

� the non-nuclear asset acquisition must have been consummated.

GC Power Acquisition�s obligations to consummate the nuclear asset acquisition are subject to the satisfaction or waiver of the following
additional conditions on or prior to the closing date of the nuclear asset acquisition:

� the representations and warranties of CenterPoint Energy, Utility Holding and us in the transaction agreement relating to us and our
subsidiaries (excluding the non-nuclear assets and liabilities transferred in the non-nuclear asset acquisition) must be true and correct
as of the date of the transaction agreement and as of the closing date of the nuclear asset acquisition (except for representations and
warranties made as of a specified date, which need be true and correct only as of the specified date), which representations and
warranties will be deemed to be true and correct unless the failure or failures of all such representations and warranties to be true and
correct (without giving effect to any qualification as to materiality or material adverse effect) would reasonably be expected, in the
aggregate, subject to certain exceptions, to be materially adverse to the business, assets, properties, liabilities, conditions (financial or
otherwise) or results of operations of us or our subsidiaries taken as a whole (including for these purposes the non-nuclear assets and
liabilities as in effect as of the date of the transaction agreement) or to directly or indirectly prevent or materially impair or delay,
directly or indirectly, CenterPoint Energy�s, Utility Holding�s or our performance of their respective obligations under the transaction
agreement;

� the representations and warranties of CenterPoint Energy and Utility Holding as to ownership of our securities are true and correct as
of the closing date of the nuclear asset acquisition as though such representations and warranties were made on and as of such dates.

� from the closing date for the non-nuclear asset acquisition through the closing date of the nuclear asset acquisition, CenterPoint
Energy, Utility Holding and we must have performed in all material respects all obligations relating to us and our subsidiaries
(excluding the non-nuclear assets and liabilities transferred in the non-nuclear asset acquisition) required to be performed by them
under the transaction agreement at or prior to the closing of the nuclear asset acquisition;
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nuclear asset acquisition) that, individually or in the aggregate, has had or would reasonably be expected to be materially adverse to
the business, assets, properties, liabilities, conditions (financial or otherwise) or results of operations of us or our subsidiaries taken as
a whole (including for these purposes the non-nuclear assets and liabilities as in effect as of the date of the transaction agreement) or to
directly or indirectly prevent or materially impair or delay, directly or indirectly, CenterPoint Energy�s, Utility Holding�s or our
performance of their respective obligations under the transaction agreement; and

GC Power Acquisition must have received a certificate signed on behalf of CenterPoint Energy, Utility Holding and us certifying as to the
satisfaction of the matters set forth in the four preceding bullet points.

Termination of the Transaction Agreement

The transaction agreement may be terminated at any time prior to the closing of the nuclear asset acquisition as follows:

� by the mutual written consent of CenterPoint Energy, GC Power Acquisition and us;

� by CenterPoint Energy, GC Power Acquisition or us if:

� the closing of the nuclear asset acquisition has not occurred on or before April 30, 2005; provided, however, that any party may
extend this termination date for up to two consecutive 90-day periods if (1) the waiting periods under applicable U.S. antitrust or
trade regulations or laws have not expired or been terminated or (2) the NRC approval has not been obtained or is being
contested and, in each case, all other conditions to the applicable closing are satisfied or capable of being satisfied, and
CenterPoint Energy, Utility Holding and Texas Genco, on the one hand, or GC Power Acquisition, on the other hand, are still
attempting to obtain such necessary consents and approvals or are contesting the refusal of a governmental or regulatory entity to
give such consents or approvals or the entry of a judgment, injunction, order or decree in court or through applicable
governmental proceedings; provided, further, however, that the right to terminate the transaction agreement is not available to
any party whose failure to comply with the transaction agreement has been the cause of or resulted in the failure of the public
company merger or the nuclear asset acquisition to have occurred on or before the applicable termination date;

� a governmental authority has issued an order or taken any other action permanently restraining, enjoining or otherwise
prohibiting the transactions contemplated by the transaction agreement and such order has become final and non-appealable; or

� a governmental authority of competent jurisdiction has denied or otherwise failed to grant a required governmental approval and
such failure or denial has become final and non-appealable, a result of which the applicable closing conditions to the public
company merger, the non-nuclear asset acquisition or the nuclear asset acquisition have become incapable of being satisfied; or

� by GC Power Acquisition if:

� there has been a material breach of any of the covenants or agreements or any of the representations or warranties set forth in the
transaction agreement on the part of CenterPoint Energy, Utility Holding or Texas Genco, which breach, individually or in the
aggregate with all other breaches, would give rise to the failure of certain closing conditions, and the breach has not been cured
within 30 days of receipt of written notice of the breach or by its nature or timing such breach cannot be cured by the applicable
closing date; or
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� by CenterPoint Energy or us if there has been a material breach of any of the covenants or agreements or any of the representations or
warranties set forth in the transaction agreement on the part of GC Power Acquisition, which breach, individually or in the aggregate
with all other breaches, would give rise to
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the failure of certain closing conditions, and the breach has not been cured within 30 days of receipt of written notice of the breach or
by its nature or timing such breach cannot be cured by the applicable closing date.

Any action by us to terminate the transaction agreement is subject to the limitations set forth under ��Role of Our Special Committee� below.

Effect of Termination

If the transaction agreement is terminated, it will become void and have no effect, other than the confidentiality provisions and certain
miscellaneous provisions, including those relating to the payment of fees and expenses. No party is required to pay a fee to any other party if the
transaction is terminated. Termination will not, however, relieve any party from liability or damages resulting from any breach by that party of
the transaction agreement.

Amendment and Waiver

The transaction agreement may be amended, modified or supplemented at any time by an instrument in writing signed by all the parties. For any
waiver of a provision of the transaction agreement to be effective, the waiver must be in writing and signed by the party against whom the
waiver is sought to be enforced. Any action by us to amend the transaction agreement or waive any condition to our obligation to close the
public company merger or the non-nuclear asset acquisition is subject to the limitations set forth under ��Role of our Special Committee� below.

Role of Our Special Committee

Before the effective time of the public company merger, the special committee of our board of directors must either concur in or direct any
action by us to terminate or amend this agreement or waive any condition to our obligation to close the public company merger or the
non-nuclear asset acquisition.

Other Agreements

Transition Services Agreement

At the time of the closing of the non-nuclear asset acquisition, a subsidiary of CenterPoint Energy and GC Power Acquisition will enter into a
transition services agreement that is expected to continue for 180 days except with respect to certain executive management services, which will
continue until the closing of the nuclear asset acquisition or the termination of the transaction agreement with respect to the nuclear asset
acquisition. Pursuant to the transition services agreement, CenterPoint Energy will provide specified business support services, including
accounting, corporate finance, human resources, information technology and other formerly shared services, to GC Power Acquisition.
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Power Purchase and Sale Agreement

In connection with the transaction, we have entered into a master power purchase and sale agreement with a member of the Goldman Sachs
group. Under that agreement, we have sold forward a substantial portion of our available base-load energy through 2008 on a firm, fixed price
basis. The pricing for this energy was based on current market prices for firm energy in the ERCOT market for a transaction of this size at the
time of execution of the agreement. This agreement also contains covenants restricting various actions by us, including issuing indebtedness and
incurring liens, as well as various requirements for the posting of collateral. Our obligations under the agreement will continue regardless of
whether the non-nuclear asset acquisition closes. If the non-nuclear asset acquisition closes, our rights and obligations under this agreement will
be transferred along with our non-nuclear assets.
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Back-to-Back Power Purchase Arrangements

At the time of the closing of the non-nuclear asset acquisition, Texas Genco will enter into a power purchase and sale agreement with Genco II
LP, the principal surviving entity of the non-nuclear asset acquisition, which will be wholly owned at that time by GC Power Acquisition. At
such time, our principal remaining asset will be our interest in the South Texas Project nuclear facility. Under that agreement, we will sell
forward through the earlier of December 31, 2008 or the closing of the nuclear asset acquisition the portion of our share of the energy from the
South Texas Project nuclear facility equal to the forward energy sales commitments in the South ERCOT zone transferred to Genco II LP in the
non-nuclear asset acquisition, which will be a substantial portion of our total share of the energy from the South Texas Project nuclear facility
but less in 2008 than in the prior years. This energy will be sold on a unit-contingent basis, meaning that we will be excused (subject to the
contingent payment for economic costs described below) from our obligations to deliver this energy to the extent the energy is unavailable as a
result of a derating or forced outage at the South Texas Project nuclear facility or certain other specified causes.

During the period from the closing of the non-nuclear asset acquisition until the closing of the nuclear asset acquisition or the termination of the
transaction agreement prior to that closing, the pricing for this energy is at the weighted-average price achieved by Genco II LP on its firm
forward sales in the South ERCOT zone pursuant to forward energy sales commitments transferred to Genco II LP in the non-nuclear asset
acquisition, subject to payment by us to Genco II LP, in the event the nuclear asset acquisition does not close, of 50% of the economic cost (i.e.
liquidated damages payable to third parties or cost of cover) incurred by Genco II LP during that period as a result of energy from the South
Texas Project nuclear facility being unavailable to meet the contract quantity. After that period, the pricing for this energy is at 90% of such
weighted-average price, with no contingent payment for economic costs.

Service Agreement Arrangements

At the time of the closing of the non-nuclear asset acquisition, we will enter into a services agreement with Genco II LP, which will then be an
indirect, wholly owned subsidiary of GC Power Acquisition. Under that agreement, Genco II LP will provide energy dispatch and coordination
services to us, administer our PUC-mandated capacity auctions, market our excess capacity and energy to third parties, and assist us generally in
managing our trading business. For those services, we will pay Genco II LP a monthly fee at cost.

Amendment and Assignment and Assumption Agreement to the Separation Agreement

At the time of the closing of the non-nuclear asset acquisition, we, CenterPoint Energy, Genco LP and GC Power Acquisition will enter into an
agreement pursuant to which the separation agreement we entered into with CenterPoint Energy in August 2002 in connection with our
separation from CenterPoint Energy will be amended and our rights and obligations under that agreement relating to our assets and liabilities to
be acquired by GC Power Acquisition in the non-nuclear asset acquisition will be assigned to GC Power Acquisition. Under the amended
separation agreement, we will not be liable for, and CenterPoint Energy will assume and indemnify us against, liabilities that we originally
assumed in the separation to the extent, and only to the extent, that such liabilities are covered by certain insurance policies or other similar
agreements held by CenterPoint Energy. Also under the amended separation agreement, we will assign to CenterPoint Energy our right, title and
interest in and to the intellectual property that CenterPoint Energy owns or partly owns and CenterPoint uses primarily, and CenterPoint Energy
will assign to us its right, title and interest in and to the intellectual property that we own or partly own and we use primarily, and each party will
grant the other cross-licenses to any of that intellectual property that was used by the other on the separation date. The agreement will also
eliminate specified provisions in the separation agreement, including those related to restrictions on our future issuance of common stock, PUC
findings, audit rights, capacity auctions and nuclear decommissioning trust.
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Under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the rules promulgated under that act by the United States Federal Trade
Commission, the transactions may not be consummated until notifications
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have been given and information has been furnished to the Antitrust Division of the Department of Justice and the FTC, and specified waiting
period requirements have been satisfied. We and GC Power Acquisition each filed pre-merger notification and report forms with the Antitrust
Division and the FTC on August 30, 2004. On September 17, 2004, the FTC granted early termination of the waiting period under the HSR Act.
At any time before or after the consummation of the public company merger, and notwithstanding the satisfaction of the Hart-Scott-Rodino
requirements, the Antitrust Division or the FTC or any state could take action under the federal or state antitrust laws to seek to enjoin
consummation of the transactions. Private parties may also seek to take legal action under the antitrust laws.

We and GC Power Acquisition are seeking Nuclear Regulatory Commission approval under the Atomic Energy Act of any transfer of the South
Texas Project facility�s license deemed to be created by the nuclear asset acquisition and, if necessary, any conforming amendment of that license
to reflect that transfer. The STP Nuclear Operating Company has filed an application on behalf of us and GC Power Acquisition with the NRC
seeking approval of any such transfer and we and GC Power Acquisition have agreed to cooperate with each other to facilitate the NRC�s review
of that application. The receipt of the required NRC approval of any transfer of the nuclear license deemed to be created by the nuclear asset
acquisition is a condition to the parties� respective obligations to close the nuclear asset acquisition. We do not expect to receive approval from
the NRC significantly prior to April 30, 2005. In accordance with terms of our license, we have notified the NRC that we plan to transfer all of
our non-nuclear assets and liabilities prior to the transfer of our nuclear assets. Although we do not believe that NRC approval of the transfer of
the non-nuclear assets and liabilities is required, it is possible that the NRC will require us to provide additional information regarding our
financial qualifications during the period from the sale of our non-nuclear assets and liabilities until the transfer of our nuclear assets and
liabilities to GC Power Acquisition.

In the transaction agreement, we have agreed to obtain a certification from the Federal Energy Regulatory Commission that Genco II LP is an
exempt wholesale generator as defined in Section 32 of the 1935 Act. As an exempt wholesale generator, Genco II LP would be exempt from
substantially all provisions of the 1935 Act. The receipt of exempt wholesale generator certification for Genco II LP is a condition to the parties�
respective obligations to close the public company merger and is a condition to GC Power Acquisition�s obligation to close the non-nuclear asset
acquisition. On September 24, 2004, the FERC granted exempt wholesale generator status to Genco II LP.

Under the rules of the PUC, CenterPoint Energy must provide the PUC with notice of the non-nuclear asset acquisition and the nuclear asset
acquisition within 30 days of the closing of those respective steps of the transactions.

Neither we, nor GC Power Acquisition is aware of any other license or regulatory permit that is material to the businesses of us or GC Power
Acquisition and that is likely to be adversely affected by consummation of the transactions or of any approval or other action by any state,
federal or foreign government or governmental agency, other than routine re-licensing procedures, that would be required before the
consummation of the transactions.

Financing of the Transactions

The Public Company Merger

In connection with the public company merger, all of the 15,235,760 outstanding shares of our common stock held by our public shareholders
(other than those who validly perfect their dissenters� rights under Texas law) will be converted into the right to receive $47.00 per share in cash
(without interest and less any applicable withholding taxes), resulting in an aggregate payment of up to approximately $716 million. Pursuant to
GC Power Acquisition�s debt financing letter, we have received a commitment from Goldman Sachs Credit Partners, L.P. to provide us with an
overnight bridge loan of up to $717 million to finance the public company merger. The overnight bridge loan will mature within 72 hours of its
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close on the business day following the public company merger. We will use approximately $716 million of the $2,813 million of aggregate cash
consideration we receive in the non-nuclear asset acquisition to fund or repay borrowings used to fund the public company merger. A portion of
the consideration for the non-nuclear asset acquisition will be paid directly to the lenders under the overnight bridge loan facility to the extent
necessary to repay in full any amounts outstanding under that facility. We would seek to obtain alternate financing if the overnight bridge loan
facility is not available to us, but we do not currently have any alternative financing plans or arrangements. The approximately $716 million of
aggregate cash consideration to be paid to our public shareholders (other than those who validly perfect their dissenters� rights under Texas law)
represents approximately 19.6% of the total consideration to be paid to our shareholders, including CenterPoint Energy, in connection with the
public company merger, the non-nuclear asset acquisition and the nuclear asset acquisition.

Borrowings under the overnight bridge loan facility will bear interest at one-day LIBOR plus 1.00%. The overnight bridge loan facility will be
unsecured and guaranteed by all of our existing and subsequently acquired or organized domestic subsidiaries. The overnight bridge loan facility
will include events of default as are usual and customary for a financing of its kind, including, without limitation, the following:

� failure to make payments when due;

� defaults under certain other agreements or instruments of indebtedness;

� breaches of representations and warranties; and

� bankruptcy.

We will pay all reasonable, documented out-of-pocket costs and expenses in connection with the overnight bridge loan facility.

The closing of the public company merger is conditioned on our access to the overnight bridge loan facility, which is itself conditioned on, in
addition to customary corporate and documentation conditions, the closing and funding into escrow of the debt financing for the non-nuclear
asset acquisition and the closing of documentation related to (but not the funding of) a $475 million delayed draw term loan facility to fund the
nuclear asset acquisition, which we refer to as the delayed draw term facility, among GC Power Acquisition and the financial institutions party
thereto, on terms and conditions described below or on terms and conditions which are, in the judgment of GC Power Acquisition, comparable
or more favorable (to GC Power Acquisition) in the aggregate thereto.

The Non-Nuclear Asset Acquisition

GC Power Acquisition will pay us $2,813 million as consideration for the non-nuclear asset acquisition. A portion of that amount will be paid
directly to the lenders under the overnight bridge loan facility to the extent necessary to repay in full any amounts outstanding under that facility.

The consideration for the non-nuclear asset acquisition and GC Power Acquisition�s related fees, costs and expenses will come from a
combination of equity contributions by the members of GC Power Acquisition and borrowings and issuances of debt securities by GC Power
Acquisition. The members of GC Power Acquisition have committed to contribute up to $913 million in equity to GC Power Acquisition to fund
the non-nuclear asset acquisition. We understand from GC Power Acquisition that it currently expects to draw upon approximately $753 million
of those committed amounts to fund the non-nuclear acquisition. The remaining proceeds necessary to finance the non-nuclear asset acquisition
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(including all related fees, costs and expenses) are expected to be obtained by GC Power Acquisition through borrowings under a senior secured
term loan facility, which we refer to as the term facility, provided by a syndicate of lenders led by Goldman Sachs Credit Partners L.P., and
Morgan Stanley Senior Funding, Inc., whom we refer to collectively as the joint lead arrangers, and Deutsche Bank Securities Inc., Deutsche
Bank AG Cayman Islands Branch, Citigroup North America, Inc. and Citigroup Global Markets Inc., whom we refer to collectively, including
the joint lead arrangers, as the arrangers, and an
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issuance of senior secured notes, which we refer to as the notes. GC Power Acquisition has obtained commitments from Goldman Sachs Credit
Partners L.P. to provide the term facility in an aggregate principal amount of up to $775 million and to provide an aggregate principal amount of
up to $1,250 million in bridge loans, which we refer to as the bridge loans, in the event that GC Power Acquisition is unable to issue the
anticipated aggregate principal amount of the notes. We understand that GC Power Acquisition currently expects to receive an aggregate
principal amount of $2,275 million from borrowings under the term facility and the issuance of the notes.

In addition, GC Power Acquisition obtained commitments for:

� the delayed draw term facility, to be used to finance a portion of the cash consideration for the nuclear asset acquisition;

� a revolving credit facility, which we refer to as the revolving credit facility, to be used for on-going working capital requirements and
for general corporate purposes, including to finance a portion of the cash consideration for the nuclear asset acquisition;

� a base letter of credit facility, which we refer to as the base letter of credit facility, to provide letters of credit to support GC Power
Acquisition�s and its affiliates� commodity hedging obligations; and

� a special letter of credit facility, which we refer to as the special letter of credit facility, to provide letters of credit to initially support
GC Power Acquisition�s and its affiliates� commodity hedging obligations in respect of the power purchase and sale agreement with a
member of the Goldman Sachs group.

We refer to the term facility, the delayed draw term facility, the revolving credit facility and the letter of credit facilities collectively as the senior
facilities. Each of these commitments, including the commitment to provide the bridge loans, expires on September 30, 2005, and is subject to
various closing conditions customary for debt financing letters issued in connection with an acquisition of this type.

Because the funding into escrow of the borrowings under the term facility and the issuance of the notes (or the borrowings of the bridge loans in
lieu thereof) is a condition to the closing of the public company merger and the non-nuclear asset acquisition, each condition to funding is
effectively a condition to our obligation to effect the public company merger and our and GC Power Acquisition�s obligation to effect the
non-nuclear asset acquisition, respectively. There are numerous conditions to these financings, certain of which are set forth in the subsequent
paragraph, and there can be no assurance that these conditions will be satisfied or waived or that such financings will be made available.

The funding of the loans under the term facility and issuance of the notes (or funding of the bridge loans in lieu thereof) into escrow on the
closing date of the public company merger will be subject to the satisfaction or waiver of certain conditions precedent, including the following:

� GC Power Acquisition must have issued equity in an amount equal to approximately 80% of the aggregate equity commitments of the
four sponsor firms and the proceeds from that issuance, together with borrowings under the term facility and the issuance of the notes
(or borrowings of the bridge loans in lieu thereof), must be sufficient to pay us the consideration for the non-nuclear asset acquisition,
including all related fees, costs and expenses;

� the public company merger must have been completed or must be completed concurrently with such funding;
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� the pro forma ratio of consolidated indebtedness of GC Power Acquisition on the closing date of the public company merger (after
giving effect to all of the transactions contemplated by the transaction agreement) to the consolidated EBITDA (or earnings before
interest, taxes, depreciation or
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amortization) of GC Power Acquisition for the trailing four quarter period ending within 45 days prior to the closing date of the public
company merger (after giving effect to all of the transactions contemplated by the transaction agreement) is not greater than 4.5 to 1.0;
and

� the administrative agent with respect to the senior facilities must have been granted perfected first priority security interests in the
collateral, the indenture trustee under the notes (or administrative agent under the bridge loans) must have been granted a perfected
second priority security interest in the collateral and each must have received assurances that title insurance policies for its benefit
have been obtained.

Equity Investment. GC Power Acquisition�s four sponsor firms have provided it with a commitment letter pursuant to which each sponsor firm
has agreed, subject to the satisfaction or waiver of the applicable conditions in the transaction agreement, to contribute or cause to be contributed
to GC Power Acquisition up to $228.25 million, for a total of up to $913 million, for purposes of funding the non-nuclear asset acquisition. We
understand from GC Power Acquisition that it currently expects to draw upon approximately $753 million of those committed amounts to fund
the non-nuclear asset acquisition.

The Nuclear Asset Acquisition

GC Power Acquisition will pay $700 million in cash consideration for the nuclear asset acquisition. It is expected that this amount will come
from a combination of equity contributions by the members of GC Power Acquisition and borrowings by GC Power Acquisition. The members
of GC Power Acquisition have committed to contribute up to $167 million in equity to GC Power Acquisition. We understand from GC Power
Acquisition that it currently expects to draw upon approximately $146 million of those committed amounts to fund the nuclear asset acquisition.
The remaining proceeds necessary to finance the nuclear asset acquisition are expected to be obtained by GC Power Acquisition, through an
aggregate principal amount of up to $475 million in borrowings under the delayed draw term facility from a syndicate of lenders led by the
arrangers, with the remainder funded from cash on hand and/or borrowings under the revolving credit facility. In connection with the execution
of the transaction agreement, GC Power Acquisition obtained commitments from Goldman Sachs Credit Partners L.P. to provide the entire
amount of the delayed draw term facility. This commitment expires on September 30, 2005, and is subject to the closing conditions set forth in
the subsequent paragraph. Immediately prior to the closing of the nuclear asset acquisition, GC Power Acquisition will contribute the net
proceeds of these debt and equity financings to HPC Merger Sub.

The funding of loans under the delayed draw term facility will be subject to certain conditions precedent, including the following:

� GC Power Acquisition must have issued equity in an amount that is equal to approximately 20% of the aggregate equity commitments
of the four sponsor firms and the proceeds from that issuance, together with borrowings under the delayed draw term facility and from
cash on hand and/or borrowings under the revolving credit facility, must be sufficient to pay us the consideration for the nuclear asset
acquisition, including any related fees and expenses;

� the nuclear asset acquisition will have been completed or must be completed concurrently with that funding;

� there not existing any default or event of default under the loan documentation relating to the senior facilities or the documentation
related to the notes and/or bridge loan or under any other material indebtedness of GC Power Acquisition or its subsidiaries; and

� all governmental, shareholder and third-party approvals and consents necessary to consummate the nuclear asset acquisition and the
funding of the delayed draw term facility must have been obtained.
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acquisition in the transaction agreement, to contribute or cause to be contributed to GC Power Acquisition, for purposes of funding the nuclear
asset acquisition, up to $41.75 million each, for a total of up to $167 million, which together with any amounts provided by the sponsor firms in
connection with the non-nuclear asset acquisition, will total up to $1,080 million. We understand from GC Power Acquisition that it currently
expects to draw upon approximately $146 million of the committed amounts to fund the nuclear asset acquisition, which, together with the
approximate $753 million in equity it expects to draw upon in the non-nuclear acquisition, would total approximately $899 million in equity
funding for both transactions.

Senior Facilities

The following is a summary of what we expect will be the material terms and other provisions of GC Power Acquisition�s senior facilities.

Maturity and Amortization. The term facility and, if funded, the delay draw term facility will each mature in seven years from the date of the
closing of the public company merger and each will amortize in consecutive equal quarterly installments in an aggregate amount equal to 1% of
the original principal amount of the facility, with the balance due in full at maturity. The revolving credit facility and the base letter of credit
facility will expire in five years from the date of the closing of the public company merger. The special letter of credit facility will expire upon
the earlier of (a) five years from the date of the closing of the public company merger and (b) the expiration of the power purchase and sale
agreement with a member of the Goldman Sachs group, unless such power purchase and sale agreement is replaced with other commodity
hedging arrangements prior to its expiration. GC Power Acquisition may borrow, repay and reborrow the total amount of the revolving credit
facility until its maturity.

Interest Rates and Fees. Loans under the senior facilities will bear interest, at GC Power Acquisition�s option at either a reserve adjusted
Eurodollar rate or an alternate base rate, plus, in each case, an applicable margin determined by reference to the credit rating assigned to the
relevant facility on the closing date of the public company merger. After the closing date, the applicable margin for the revolving credit facility
will be determined by reference to achievements of certain performance targets. GC Power Acquisition will pay commitment fees equal to (a)
0.5% on the undrawn portion of the revolving credit facility and the base letter of credit facility and (b) 1.25% on the undrawn portion of the
delayed draw term facility. The commitment fees shall be paid quarterly in arrears. GC Power Acquisition will pay fees on letters of credit that
are issued under the revolving credit facility, the base letter of credit facility and the special letter of credit facility in amount equal to the
applicable margin for loans bearing interest at the reserve adjusted Eurodollar rate under the relevant facility multiplied by the stated face
amount of letters of credit, and an additional amount, to be agreed upon, to the fronting bank.

Guarantees and Collateral. We expect the borrowings under the senior facilities will be guaranteed by each of GC Power Acquisition�s existing
and subsequently acquired or organized domestic subsidiaries.

We expect that the obligations of GC Power Acquisition and each of its subsidiary guarantors under the senior facilities will be secured by a first
priority, perfected lien on, and a pledge of, the following:

� 100% of the capital stock of each domestic subsidiary of GC Power Acquisition and all intercompany debt (unless otherwise agreed
by the administrative agent under the senior facilities); and

� all assets of GC Power Acquisition and its subsidiary guarantors (except as otherwise agreed or to the extent that the grant of such
security interests in such assets is prohibited by the terms of existing contractual agreements).
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Covenants. We expect the credit agreement for the senior facilities will contain customary affirmative and negative covenants, including
restrictions on the ability of GC Power Acquisition and its subsidiaries, subject to customary and other exceptions, to:

� incur liens;

� incur additional debt;

� make certain restricted junior payments (including payments of dividends, redemptions and voluntary prepayments of certain debt),
provided, that GC Power Acquisition will be permitted to make distributions to its members for their tax payments on terms to be
agreed;

� make investments and guarantees; and

� engage in mergers and acquisitions, asset sales, sale/leaseback transactions and transactions with affiliates.

In addition, the credit agreement will contain financial covenants related to minimum interest coverage, maximum capital expenditures and
maximum leverage.

Optional Prepayments. We expect that GC Power Acquisition will be able, at its option, to prepay borrowings under the senior facilities or
reduce commitments without penalty or premium, subject to the reimbursement of lenders� redeployment costs in the case of prepayments of
reserve adjusted Eurodollar rate loans other than on the last date of a relevant interest period.

Events of Default and Remedies. We expect the senior facilities will have customary events of default and remedies.

Notes and Bridge Loans

We expect the notes to contain terms and provisions, including a covenant package, customary for high yield debt securities issued in connection
with acquisitions of the type described herein and for companies in industries similar to GC Power Acquisition. If GC Power Acquisition is
unable to issue the anticipated aggregate principal amount of the notes, then GC Power Acquisition may borrow under the bridge loans. We
expect the notes (or the bridge loans, if borrowed in lieu thereof) will be guaranteed by each of GC Power Acquisition�s existing and
subsequently acquired or organized domestic subsidiaries and that the obligations of GC Power Acquisition and each of its subsidiary guarantors
under the notes (or the bridge loans, if borrowed in lieu thereof) will be secured by a second priority, perfected lien on, and a pledge of, the same
collateral securing the senior facilities, other than the capital stock of the subsidiaries of GC Power and any intercompany debt. The security
interests securing the notes (or the bridge loans, if issued in lieu thereof) shall rank second in priority to the security interests securing the senior
facilities and pari passu with the security interests securing certain hedging arrangements entered into by GC Power Acquisition.

Fees and Expenses
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Pursuant to the transaction agreement, all costs and expenses incurred in connection with or in anticipation of the transaction agreement and the
transactions it contemplates will be paid by the party incurring those expenses, except in certain limited circumstances, including the following:

� GC Power Acquisition will pay all out-of-pocket costs and expenses reasonably incurred by CenterPoint Energy, Utility Holding or us
in connection with those parties� cooperation with GC Power Acquisition in its arrangement of debt financing, unless the transaction
agreement is terminated under specified circumstances;

� GC Power Acquisition, on the one hand, and CenterPoint Energy and Utility Holding, on the other hand, will share equally the costs
of all NRC staff fees payable in connection with the parties� NRC
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application and the costs incurred by South Texas Project Nuclear Operating Company in filing and prosecuting the NRC application.
In the event that the parties agree on the use of common counsel relating to that application, they will share equally the fees and
expenses of that counsel; and

� GC Power Acquisition will reimburse CenterPoint Energy for all documented out-of-pocket expenses CenterPoint Energy reasonably
incurs in connection with its provision of information for, and otherwise supporting filings with, the PUC in connection with the
nuclear decommissioning funding charge described under ��The Transaction Agreement�Additional Agreements�Decommissioning
Undertakings.�

In addition, GC Power Acquisition is obligated to pay specified fees and expenses pursuant to the terms of the debt financing letter.

We expect that, upon the closing of the public company merger, we will be obligated to pay the following fees and expenses for that merger:

Description Amount

Advisory fees and expenses $ 1,010,000
Filing fees 90,000
Legal fees and expenses 1,400,000
Accounting fees and expenses 100,000
Printing and mailing costs 175,000
Miscellaneous expenses 200,000

Total $ 2,975,000

Material Transactions Between CenterPoint Energy and Us

CenterPoint Energy and its affiliates derived revenues from sales of natural gas to us totaling $9 million in 2003 and $16 million in the six
months ended June 30, 2004.

In connection with the distribution of a portion of our common stock to CenterPoint Energy�s shareholders, CenterPoint Energy and we entered
into a separation agreement. This agreement contains provisions governing our relationship with CenterPoint Energy following the distribution
and specifies the related ancillary agreements between CenterPoint Energy and us. In addition, the separation agreement provides for
cross-indemnities intended to place sole financial responsibility on us and our subsidiaries for all liabilities associated with the current and
historical business and operations we conduct, regardless of the time those liabilities arose, and to place sole financial responsibility for
liabilities associated with CenterPoint Energy�s other businesses with CenterPoint Energy and its other subsidiaries. The separation agreement
also contains indemnification provisions under which we and CenterPoint Energy indemnify each other with respect to breaches by the
indemnifying party of the separation agreement or any ancillary agreements. Prior to the closing date of the public company merger, we,
CenterPoint Energy, GC Power Acquisition and Genco LP will execute an amendment to the existing separation agreement as described under
��Other Agreements�Amendment and Assignment and Assumption Agreement to the Separation Agreement.�
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CenterPoint Energy and we also have entered into a transition services agreement under which CenterPoint Energy provides us, through the
earlier of such time as all services under the agreement are terminated or CenterPoint Energy ceases to own a majority of our common stock,
various corporate support services that include accounting, finance, investor relations, planning, legal, communications, governmental and
regulatory affairs and human resources, as well as information technology services and other services such as corporate security, facilities
management, accounts receivable, accounts payable and payroll, office support services and purchasing and logistics as were provided prior to
CenterPoint Energy�s distribution of approximately 19% of
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our common stock to its shareholders. These services consist generally of the same types of services as were provided on an intercompany basis
prior to the distribution of a portion of our common stock to CenterPoint Energy�s shareholders. The charges we pay for these services are on a
basis generally intended to allow CenterPoint Energy to recover the fully allocated direct and indirect costs of providing the services, plus all
out-of-pocket costs and expenses, but without any profit to CenterPoint Energy, except to the extent routinely included in traditional utility cost
of capital. These charges are not necessarily indicative of those that would have been incurred had we not been an affiliate of CenterPoint
Energy. Pursuant to a separate lease agreement, CenterPoint Energy has agreed to lease office space in its principal office building in Houston to
us for an interim period. Amounts charged to us for these services were $32 million for 2003 and $12 million for the six months ended June 30,
2004. Prior to the Genco LP division, the lease agreement will terminate and CenterPoint Energy will (or will cause its applicable subsidiary to)
enter into one or more lease agreements with Genco LP or its designated affiliate on terms contemplated in the transaction agreement and
otherwise on terms and conditions reasonably acceptable to GC Power Acquisition. On the closing date of the non-nuclear asset acquisition, the
existing transition services agreement will terminate and be replaced by a new transition services agreement described under ��Other
Agreements�Transition Services Agreement.�

We are a member of CenterPoint Energy�s consolidated group for tax purposes, and we will continue to file a consolidated federal income tax
return with CenterPoint Energy while CenterPoint Energy retains its 81% interest in us. Accordingly, we have entered into a tax allocation
agreement with CenterPoint Energy to govern the allocation of U.S. income tax liabilities and to set forth agreements with respect to certain
other tax matters. CenterPoint Energy will be responsible for preparing and filing any U.S. income tax returns required to be filed for any
company or group of companies of the CenterPoint Energy consolidated group, including all tax returns for us for so long as we are a member of
CenterPoint Energy�s consolidated group. CenterPoint Energy will also be responsible for paying the taxes related to the returns it is responsible
for filing. We will be responsible for paying CenterPoint Energy our allocable share of such taxes. CenterPoint Energy will determine all tax
elections for tax periods during which we are a member of CenterPoint Energy�s consolidated group. Generally, if there are tax adjustments
related to us which relate to a tax return filed for a period when we were a member of the CenterPoint Energy consolidated group, we will be
responsible for any increased taxes and will receive the benefit of any tax refunds. Upon completion of the nuclear asset acquisition, we will
cease to be a member of CenterPoint Energy�s consolidated group.

From time to time, we have borrowed money from CenterPoint Energy or its subsidiaries. As of December 31, 2003 and June 30, 2004, we had
no short-term or long-term working capital borrowings from CenterPoint Energy and its subsidiaries. Interest expense associated with
borrowings during 2003 was $7 million. The largest principal amount of such borrowings outstanding during 2003 was $272 million, and the
weighted average interest rate on the borrowings during 2003 was 6.2%. In addition, we had net accounts payable to CenterPoint Energy and
affiliates of $8 million as of December 31, 2003. As of June 30, 2004, we had short-term notes receivable from affiliates of $1 million, which
represented funds invested in CenterPoint Energy�s money pool for unregulated subsidiaries. Under the transaction agreement, on the closing
date of the non-nuclear asset acquisition, all intercompany agreements and accounts between Texas Genco and its subsidiaries, on the one hand,
and CenterPoint Energy and its other affiliates, on the other hand, will be paid or settled in cash, including participation in that money pool by
Genco II LP and Genco Services. Notwithstanding the foregoing, intercompany accounts under the existing transition services agreement and
certain other agreements will be paid in the ordinary course, and following the non-nuclear asset acquisition we and our remaining subsidiaries
may continue to borrow funds from the money pool. Our participation in the money pool will terminate on the closing date of the nuclear asset
acquisition, and all intercompany agreements and accounts between us and our subsidiaries, on the one hand, and CenterPoint Energy and its
other affiliates, on the other hand, including those relating to the money pool will be paid or otherwise settled in cash as of that date, provided
that amounts due under the transition services agreement entered into at the non-nuclear asset acquisition will be paid in the ordinary course in
accordance with that agreement.
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Our Directors and Executive Officers

The following persons are our directors and executive officers as of the date of this information statement. None of these persons has been
convicted in a criminal proceeding during the past five years (excluding traffic violations and similar misdemeanors), nor has any of these
persons been a party to any judicial or administrative proceeding during the past five years that resulted in a judgment, decree or final order
enjoining that person from future violations of, or prohibiting activities subject to, federal or state securities laws or a finding of any violation of
federal or state securities laws. Each of our directors and executive officers is a citizen of the United States of America and has his or her
principal business address at c/o Texas Genco Holdings, Inc., 1111 Louisiana, Houston, Texas 77002 (Telephone: (713) 207-1111).

Name Age Position

J. Evans Attwell 73 Director
Donald R. Campbell 64 Director
Robert J. Cruikshank 73 Director
Patricia A. Hemingway Hall 51 Director
David M. McClanahan 55 Chairman and Director
David G. Tees 60 President, Chief Executive Officer and Director
Scott E. Rozzell 55 Executive Vice President, General Counsel, Corporate Secretary and Director
Gary L. Whitlock 55 Executive Vice President, Chief Financial Officer and Director
James S. Brian 57 Senior Vice President and Chief Accounting Officer

J. Evans Attwell is the former managing partner of Vinson & Elkins L.L.P. in Houston, Texas and is currently of counsel to that firm, a position
he has held since 1996. Mr. Attwell has been a director of Texas Genco since March 2003.

Donald R. Campbell has been primarily engaged in managing his personal investments in Houston, Texas since 2000. He served as Vice
Chairman and principal financial officer of Pinnacle Global Group, Inc. (Pinnacle), now known as Sanders Morris Harris Group Inc. (SMHG), a
NASDAQ listed regional investment banking firm from January 1999 until his retirement in 2000. He served as a director of Pinnacle/SMHG
from September 1998 to May 2004. He served as President and Chief Operating Officer of TEI, Inc. (TEI), the predecessor issuer to Pinnacle,
from December 1991 to September 2000, a director of TEI from September 1990 to September 2000, and its Chief Executive Officer from April
1994 to September 2000.

Robert J. Cruikshank is primarily engaged in managing his personal investments in Houston, Texas. Prior to his retirement in 1993, he was a
Senior Partner in the accounting firm of Deloitte & Touche LLP. He also serves as a director of Kaiser Aluminum Corporation, MAXXAM Inc.,
Encysive Pharmaceuticals, Inc. and Weingarten Realty Investors and as an advisory director of Compass Bank�Houston. He served as a director
of CenterPoint Energy and its predecessors from 1993 until his retirement from the board of CenterPoint Energy at its annual meeting in 2003.
Mr. Cruikshank has been a director of Texas Genco since March 2003.

Patricia A. Hemingway Hall is President of BlueCross BlueShield of Texas, a division of Health Care Service Corporation. She has served in
various executive officer capacities with Health Care Service Corporation and its subsidiaries since 1993. Ms. Hemingway Hall has been a
director of Texas Genco since March 2003.

David M. McClanahan has been the Chairman of Texas Genco�s Board of Directors since January 2003 and was the sole director of Texas
Genco from its formation in August 2001 to December 2002. Mr. McClanahan has also served on the board of directors and as the President and
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Chief Executive Officer of CenterPoint Energy since September 2002. He served as the Vice Chairman of Reliant Energy from October 2000 to
September 2002 and as President and Chief Operating Officer of Reliant Energy�s Delivery Group from 1999 to September 2002. He also served
as the President and Chief Operating Officer of Reliant Energy HL&P from 1997 to 1999 and in

86

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 163



Table of Contents

various other executive capacities with Reliant Energy since 1986. He currently serves on the boards of the Edison Electric Institute and the
American Gas Association.

David G. Tees is Texas Genco�s President and Chief Executive Officer. He has been a director of Texas Genco since December 2002. Mr. Tees
served as Senior Vice President, Generation Operations of Reliant Energy from 1998 through August 2002. He also served as Vice President of
Energy Production of Reliant Energy HL&P from 1986 through 1998. Mr. Tees has served on the executive committee of the Edison Electric
Institute Energy Supply Subcommittee and presently represents CenterPoint Energy as a Research Advisory Committee Member of the Electric
Power Research Institute and is the Chairman of the Board of the STP Nuclear Operating Company.

Scott E. Rozzell is Texas Genco�s Executive Vice President, General Counsel and Corporate Secretary. He has been a director of Texas Genco
since March 2003. Mr. Rozzell has also served as the Executive Vice President, General Counsel and Corporate Secretary of CenterPoint Energy
since September 2002. He served as Executive Vice President and General Counsel of the Delivery Group of Reliant Energy from March 2001
to September 2002. Prior to joining Reliant Energy, Mr. Rozzell was a senior partner in the law firm of Baker Botts L.L.P., where he practiced
law for over 25 years.

Gary L. Whitlock is Texas Genco�s Executive Vice President and Chief Financial Officer. He has been a director of Texas Genco since March
2003. Mr. Whitlock has also served as the Executive Vice President and Chief Financial Officer of CenterPoint Energy since September 2002.
He served as Executive Vice President and Chief Financial Officer of the Delivery Group of Reliant Energy from July 2001 to September 2002.
Mr. Whitlock served as the Vice President, Finance and Chief Financial Officer of Dow AgroSciences, a subsidiary of The Dow Chemical
Company, from 1998 to 2001.

James S. Brian is our Senior Vice President and Chief Accounting Officer. Mr. Brian has also served as the Senior Vice President and Chief
Accounting Officer of CenterPoint Energy since August 2002. He served as Senior Vice President, Finance and Administration of the Delivery
Group of Reliant Energy from 1999 to August 2002, and as Vice President and Chief Financial Officer of Reliant Energy HL&P from 1997 to
1999. He has served in various executive capacities with Reliant Energy since 1983.
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CenterPoint Energy�s Directors and Executive Officers

The following persons are the directors and executive officers of CenterPoint Energy as of the date of this information statement. None of these
persons has been convicted in a criminal proceeding during the past five years (excluding traffic violations and similar misdemeanors), nor has
any of these persons been a party to any judicial or administrative proceeding during the past five years that resulted in a judgment, decree or
final order enjoining that person from future violations of, or prohibiting activities subject to, federal or state securities laws or a finding of any
violation of federal or state securities laws. Each of CenterPoint Energy�s directors and executive officers is a citizen of the United States of
America and has his or her principal business address at c/o CenterPoint Energy, Inc., 1111 Louisiana, Houston, Texas 77002 (Telephone: (713)
207-1111). Please see ��Our Directors and Executive Officers� above for biographical information regarding Messrs. McClanahan, Tees, Whitlock,
Rozzell and Brian.

Name Age Position

Milton Carroll 54 Chairman and Director
John T. Cater 69 Director
Derrill Cody 66 Director
O. Holcombe Crosswell 63 Director
Thomas F. Madison 68 Director
David M. McClanahan 55 President and Chief Executive Officer and Director
Robert T. O�Connell 66 Director
Michael E. Shannon 67 Director
Scott E. Rozzell 55 Executive Vice President, General Counsel and Corporate Secretary
Stephen C. Schaeffer 56 Executive Vice President and Group President, Gas Distribution and Sales
Gary L. Whitlock 55 Executive Vice President and Chief Financial Officer
James S. Brian 57 Senior Vice President and Chief Accounting Officer
Byron R. Kelley 57 Senior Vice President and Group President�Pipelines and Field Services
Thomas R. Standish 54 Senior Vice President and Group President�Houston Electric and Information Technology
David G. Tees 60 President and Chief Executive Officer, Texas Genco

Milton Carroll has been a director of CenterPoint Energy since 1992 and its Chairman since September 2002. Mr. Carroll is Chairman of
Instrument Products, Inc., an oil-tool manufacturing company he founded in Houston, Texas in 1977. He also serves as Chairman of Healthcare
Service Corporation and a director of Devon Energy Corporation, EGL, Inc. and Texas Eastern Products Pipeline Company, LLC, the general
partner of TEPPCO Partners, LP.

John T. Cater has been a director of CenterPoint Energy since 1983. Mr. Cater is primarily engaged in managing his personal investments in
Houston, Texas. Prior to his retirement in 2000, he was Chairman of Compass Bank-Houston. He previously served as President of Compass
Bank-Houston, as Chairman and CEO of River Oaks Trust Company, and as President, Chief Operating Officer and a director of MCorp, a
Texas bank holding company.

Derrill Cody has been a director of CenterPoint Energy since May 2003. Mr. Cody is presently of counsel to the law firm of McKinney &
Stringer, P.C. in Oklahoma City, Oklahoma. Mr. Cody also serves as a director of Texas Eastern Products Pipeline Company, LLC, the general
partner of TEPPCO Partners, LP. Mr. Cody previously served as a director of Barrett Resources Corporation from 1995 to 2001, Executive Vice
President of Texas Eastern Corporation and as Chief Executive Officer of Texas Eastern Gas Pipeline Company from 1987 to 1990.
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O. Holcombe Crosswell has been a director of CenterPoint Energy since 1997. Mr. Crosswell has served as President of Griggs Corporation, a
real estate and investment company in Houston, Texas since 1970.
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Thomas F. Madison has been a director of CenterPoint Energy since January 2003. He has served as President and Chief Executive Officer of
MLM Partners, a small business consulting and investments company in Minneapolis, since 1993. He previously served as President of US West
Communications-Markets until December 1992. He later served as Vice Chairman of Minnesota Mutual Life Insurance Company until
September 1994, Chairman of Communication Holdings, Inc. until March 1999, and as an advisory director of CenterPoint Energy Minnegasco,
a gas distribution unit of CenterPoint Energy. He is a director of Valmont Industries, Inc., Banner Health System, Delaware Group of Funds,
Digital River, Inc., and Rimage Corporation.

Robert T. O�Connell has been a director of CenterPoint Energy since June 2004. He is a business consultant focusing on financial, strategic and
business development matters. Residing in Boston, Massachusetts, he has been a board member of Commonwealth Corporation and a member
of the Boston Finance Commission, two Massachusetts public service entities, since 2003. From 1997 to 2003, he served as a director of RWD
Technologies, Inc. and as its Senior Vice President of Strategic Business Planning from August 1997 to July 2000 and its Chief Financial Officer
and Senior Vice President of Strategic Business Planning from August 2000 to June 2001. Mr. O�Connell served as Senior Vice President and
Chief Staff Officer of EMC Corporation from 1995 to 1997. Between 1965 and 1994, Mr. O�Connell held several positions in General Motors
Corporation, including Chief Financial Officer of General Motors Corporation from 1988 to 1992 and Chairman of General Motors Acceptance
Corporation from 1992 to 1994.

Michael E. Shannon has been a director of CenterPoint Energy since January 2003. He has been President of MEShannon & Associates, Inc., a
private firm specializing in corporate financial advisory services and investments, since 2000. He served as Chairman of the Board and Chief
Financial and Administrative Officer of Ecolab, Inc. (a specialty chemical company) from 1996 until his retirement in January 2000. Prior to
that, he held senior management positions with Ecolab, Inc., Republic Steel and Gulf Oil Corp. Mr. Shannon is a director of Apogee Enterprises,
Inc., The Clorox Company, and NACCO Industries, Inc.

Stephen C. Schaeffer has served as Executive Vice President and Group President-Gas Distribution and Sales since October 2002, having
previously served as Executive Vice President-Government and Regulatory Affairs of CenterPoint Energy. Prior to this position, Mr. Schaeffer
served as Senior Vice President-Regulatory of Reliant Energy beginning in 1999. From 1997 to 1998, he served as Executive Vice
President-Retail Energy Regulation of Reliant Energy�s Retail Energy Group. He has served in various executive capacities with CenterPoint
Energy since 1989.

Byron R. Kelley has served as Senior Vice President and Group President-Pipelines and Field Services since June 2004, having previously
served as President and Chief Operating Officer Pipelines and Gathering since June 2003. Prior to joining CenterPoint Energy he served as
President of El Paso International, a subsidiary of El Paso Corporation, from January 2001 to August 2002 and as Executive Vice President of
Development, Operations and Engineering from March 1999 through December 2000. He currently serves on the Board of Directors of the
Interstate Natural Gas Association of America.

Thomas R. Standish has served as Senior Vice President and Group President-Houston Electric and Information Technology since June 2004,
having previously served as President and Chief Operating Officer of CenterPoint Houston since August 2002. He served as President and Chief
Operating Officer for both electricity and natural gas for Reliant Energy�s Houston area from 1999 until August 2002, and as Senior Vice
President of Distribution Customer Service for Reliant Energy HL&P from 1997 to 1999. Mr. Standish has served in various executive
capacities with CenterPoint Energy since 1993. He currently serves on the Board of Directors of ERCOT.

Interests of CenterPoint Energy, Directors and Executive Officers
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You should be aware that CenterPoint Energy, some of its directors and executive officers, Utility Holding and some of our directors and
executive officers may have interests in the transactions, including the public company merger, that may be different from or in addition to your
interests as a shareholder generally and may create potential conflicts of interest.
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Stock Ownership

The following table shows ownership of our common stock and of CenterPoint Energy common stock as of August 1, 2004 by CenterPoint
Energy, our directors, our executive officers, our executive officers and directors as a group, CenterPoint Energy�s directors, CenterPoint Energy�s
executive officers and CenterPoint Energy�s executive officers and directors as a group. Our directors and executive officers, individually and as
a group, and CenterPoint Energy�s directors and executive officers, individually and as a group, beneficially owned less than 1% of our
outstanding common stock and less than 1% of CenterPoint Energy�s common stock as of that date. CenterPoint Energy, through its wholly
owned subsidiary Utility Holding, held 64,764,240 shares of our common stock, representing approximately 80.96% of our outstanding common
stock, as of August 1, 2004.

Beneficial ownership is determined in accordance with Rule 13d-3 under the Exchange Act, and, except as otherwise indicated, the respective
holders have sole voting and investment powers over such shares. The address of our directors and executive officers is c/o Texas Genco
Holdings, Inc., 1111 Louisiana, Houston, Texas 77002 (Telephone: (713) 207-1111). The address of CenterPoint Energy�s directors and
executive officers is c/o CenterPoint Energy, Inc., 1111 Louisiana, Houston, Texas 77002 (Telephone: (713) 207-1111).

Texas Genco Officers and Directors

Name

Number of
Shares of Texas

Genco
Common Stock

Number of
Shares of

CenterPoint
Energy

Common Stock

J. Evans Attwell 1,340(1)(2) 21,800(1)(2)

James S. Brian 1,539(4) 133,486(5)

Donald R. Campbell -0- -0-
Robert J. Cruikshank 350 7,000(3)

Patricia A. Hemingway Hall -0- -0-
David M. McClanahan 3,111(4) 646,872(5)

Scott E. Rozzell 504(4) 251,740(5)

David G. Tees 1,105(1)(4) 102,456(1)(5)

Gary L. Whitlock 718(4) 114,116(5)

All of the above officers and directors as a group (9 persons) 8,667(4) 1,277,470(5)

(1) Includes shares held by spouse.
(2) Includes shares held in family foundation.
(3) Includes shares held jointly with spouse.
(4) Includes shares of our common stock held under CenterPoint Energy�s savings plan, as to which the participants do not have voting power

but retain dispositive power.
(5) Includes shares covered by CenterPoint Energy stock options that are exercisable within 60 days as follows: Mr. Brian, 90,158 shares; Mr.

McClanahan, 524,948 shares; Mr. Rozzell, 206,688 shares; Mr. Tees, 75,081 shares; Mr. Whitlock, 91,119 shares; and the group, 987,994
shares. Also includes shares of CenterPoint Energy common stock held under CenterPoint Energy�s savings plan, for which the participant
has sole voting power (subject to such power being exercised by the plan�s trustee in the same proportion as directed shares in the savings
plan are voted in the event the participant does not exercise voting power).
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CenterPoint Energy Officers and Directors

Name

Number of Shares of
Texas Genco

Common Stock

Number of Shares
of CenterPoint

Energy

Common Stock

James S. Brian 1,539(1) 133,486(2)

Milton Carroll 750 26,000
John T. Cater 250 11,000
Derrill Cody -0- 11,000
O. Holcombe Crosswell 579 12,595
Byron R. Kelley -0- 12,691(2)

Thomas F. Madison -0- 3,500
David M. McClanahan 3,111(1) 646,872(2)

Robert T. O�Connell -0- 2,000
Scott E. Rozzell 504(1) 251,740(2)

Stephen C. Schaeffer 3,298(1) 311,675(2)

Michael E. Shannon -0- 3,000
Thomas R. Standish 630(1) 158,631(2)

Gary L. Whitlock 718(1) 114,116(2)

All of the above officers and directors and other executive
officers as a group (15 persons) 12,484(1) 1,800,762(2)

(1) Includes shares of our common stock held under CenterPoint Energy�s savings plan, as to which the participants do not have voting power
but retain dispositive power.

(2) Includes shares covered by CenterPoint Energy stock options that are exercisable within 60 days as follows: Mr. Brian, 90,158 shares; Mr.
Kelley, 10,482 shares; Mr. McClanahan, 524,948 shares; Mr. Rozzell, 206,688 shares; Mr. Schaeffer, 212,317 shares; Mr. Standish,
115,393 shares; Mr. Whitlock, 91,119 shares; and the group, 1,326,186 shares, Also includes shares of CenterPoint Energy common stock
held under CenterPoint Energy�s savings plan, for which the participant has sole voting power (subject to such power being exercised by
the plan�s trustee in the same proportion as directed shares in the savings plan are voted in the event the participant does not exercise voting
power).

There have been no transactions in shares of Texas Genco common stock during the past 60 days by CenterPoint Energy, or any of its
subsidiaries, including us, or any of their, or our, respective officers of directors.

Following completion of the nuclear asset acquisition, neither CenterPoint Energy nor Utility Holding will own any equity interest in our
company and therefore neither will have any interest in the net book value or net earnings of our company. As a result of the execution of the
transaction agreement described in this information statement, CenterPoint Energy will present our results of operations in its consolidated
financial statements as discontinued operations beginning in the third quarter of 2004 in accordance with Statement of Financial Accounting
Standards (SFAS) No. 144, �Accounting for the Impairment or Disposal of Long-Lived Assets.� CenterPoint Energy�s sale of its interest in us is
expected to result in an after-tax loss of $253 million to CenterPoint Energy in the third quarter of 2004. In addition, as a result of CenterPoint
Energy�s accounting for its interest in us as discontinued operations, any of our future earnings prior to the closing of the nuclear asset acquisition
will be offset by an increase in the loss to CenterPoint Energy. CenterPoint Energy expects to report an additional after-tax loss of $93 million
offsetting it�s 81% interest in our third quarter 2004 earnings.

Other Interests of Our Directors and Officers
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Indemnification. In the transaction agreement, GC Power Acquisition agreed that the governing documents of the surviving corporation of the
public company merger will contain provisions regarding the limitation of liability and indemnification of officers and directors as are currently
included in our governing documents, and
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that the surviving corporation would cause to be obtained directors� and officers� insurance coverage, in each case, for the benefit of our officers
and directors with respect to claims arising from facts or events that occurred prior to the effective time of the public company merger, as more
fully described above under ��The Transaction Agreement�Additional Agreements�Directors� and Officers� Indemnification and Insurance.�

CenterPoint Energy Retention Agreement. Mr. Tees has a retention agreement with CenterPoint Energy, dated October 15, 2001, that provides
for benefits upon the occurrence of certain events in connection with our sale, including the termination of Mr. Tees�s employment prior to
December 31, 2005. The retention agreement provides for a supplemental retirement benefit to be determined by a set formula under the
CenterPoint Energy retirement plan at the time of Mr. Tees�s termination of employment, provided that such benefit would be offset by any
transition pension benefit or other similar benefit provided pursuant to the CenterPoint Energy retirement plan or provided by GC Power
Acquisition. Retirement benefits based on compensation above the qualified plan limit or in excess of the qualified plan limit on annual benefits
under the Internal Revenue Code are provided through the CenterPoint Energy benefit restoration plan.

Mr. Tees is covered under the CenterPoint Energy executive life insurance plan, which provides endorsement split-dollar life insurance in the
form of a death benefit for covered officers, with coverage continuing after the officer�s termination of service at age 65 or later. Mr. Tees has
single-life coverage equal to two times current salary. Mr. Tees� retention agreement provides that he will be treated as a retired participant (as if
he had attained age 65) as of the date of his termination of employment with CenterPoint Energy or its subsidiaries for purposes of this plan. In
accordance with the Internal Revenue Code, Mr. Tees must recognize imputed income, which is currently based upon the policy holder�s
one-year term rates. The plan also provides for a paid tax gross-up to Mr. Tees to cover his after-tax cost of this imputed income. Upon his
death, Mr. Tees�s beneficiaries will receive the specified death benefit, and we will receive any balance of the insurance proceeds payable in
excess of such death benefit.

Texas Genco Severance Agreement. The transaction agreement provides that we (or Genco II LP) may enter into a severance agreement with
Mr. Tees to provide certain severance benefits for Mr. Tees in the event of a �Covered Termination� of employment within two years after the
closing of the nuclear asset acquisition. A Covered Termination will occur if Mr. Tees�s employment is terminated for reasons other than death,
disability (entitling him to long-term disability plan benefits), involuntary termination due to Cause (as defined), or Mr. Tees�s resignation, unless
his resignation is due to:

� a failure to maintain Mr. Tees in his position or a substantially equivalent position;

� a significant adverse change in Mr. Tees authorities, powers, functions, responsibilities or duties;

� a reduction in Mr. Tees� annual base salary;

� a significant reduction in Mr. Tees� qualified retirement benefits, nonqualified benefits and welfare benefits (with certain exceptions);

� a reduction in Mr. Tees� overall compensation opportunities for a short-term incentive plan bonus or under our performance unit plan;

� a change in the location of Mr. Tees� principal place of employment by more than 50 miles; or

� a failure to provide directors and officers liability insurance covering Mr. Tees.
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If there is a Covered Termination of his employment, Mr. Tees will be entitled to:

� a lump-sum cash payment equal to two times his annual base salary plus target short-term incentive plan bonus;

� a lump-sum cash payment equal to his target short-term incentive plan bonus prorated for the year during which his Covered
Termination occurs;
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� a lump-sum cash payment for earned but unused vacation;

� continuation of welfare benefits for two years, or if Mr. Tees is not age 65 as of his Covered Termination date, until he is age 65 and
for his spouse until she is age 65 (or a lump sum cash payment in lieu thereof);

� two years of age and service credit added for retirement plan benefit purposes; and

� outplacement services up to $10,000.

In addition, the agreement will provide for the reimbursement of legal fees incurred related to enforcement of the agreement and a tax gross-up
payment to cover any excise taxes, interest and penalties that may be assessed on Mr. Tees as a result of the severance payment.

Litigation Concerning the Transactions

On July 23, 2004, two plaintiffs filed substantially identical lawsuits in Harris County, Texas state district courts. The suits, purportedly brought
on behalf of holders of our common stock, name us and each of our directors as defendants. Both plaintiffs allege, among other things,
self-dealing and breach of fiduciary duty by the defendants in entering into the transaction agreement. As part of their allegations of self-dealing,
both plaintiffs claim that our board of directors is controlled by CenterPoint Energy, that the defendants improperly concealed our results of
operations for the second quarter of 2004 until after the transaction agreement was announced, and that in order to aid CenterPoint Energy our
board only searched for acquirers who would offer all-cash consideration. Among other relief, the plaintiffs seek to enjoin the transaction or,
alternatively, to rescind the transaction to the extent already implemented. In August 2004, the cases were consolidated in state district court in
Harris County, Texas. We intend to vigorously defend against the consolidated suits.

Material U.S. Federal Income Tax Consequences of the Public Company Merger

The following is a summary of the material U.S. federal income tax consequences of the public company merger to our shareholders with
respect to their exchange of shares of common stock for cash pursuant to the public company merger. This summary does not purport to be a
description of all tax consequences that may be relevant to our shareholders. This summary is based on current provisions of the Internal
Revenue Code of 1986, as amended, or the Code, existing regulations promulgated under the Code, and current administrative rulings and court
decisions, all of which are subject to change, possibly retroactively. It is assumed that the shares of our common stock are held as capital assets.
This summary does not address the consequences of the public company merger under state, local or foreign law, nor does it address all aspects
of federal income taxation that may be important to some or all of our shareholders in light of their individual circumstances. It also does not
address tax issues that may be significant to shareholders subject to special rules, such as financial institutions, broker-dealers or traders in
securities; persons who are not citizens or residents of the United States or that are foreign corporations, partnerships, estates or trusts; a
non-U.S. shareholder holding 5% or more of the shares of our common stock; mutual funds; insurance companies; tax-exempt entities; holders
who acquired their shares through stock option or stock purchase programs or otherwise as compensation; holders who are subject to alternative
minimum tax; or holders who hold their shares as part of a hedge, straddle or other risk-reduction transaction.

Shareholders are encouraged to consult their own tax advisors to determine the particular tax consequences to them (including the
application and effect of any federal, state, local and foreign income and other tax laws) of the public company merger.
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Texas Genco, CenterPoint Energy, Utility Holding and NN Houston Sub

The public company merger will not have any material U.S. federal income tax consequences for us, CenterPoint Energy, Utility Holding or NN
Houston Sub. CenterPoint Energy expects to incur federal income tax arising from gain recognized in the non-nuclear asset acquisition, which
acquisition will be treated as an asset sale for federal income tax purposes. In addition, CenterPoint Energy expects to incur federal income tax
arising from gain recognized in the nuclear asset acquisition, which acquisition will be treated as a stock sale for federal income tax purposes.

Texas Genco Shareholders

General

The receipt by a U.S. shareholder of cash in the public company merger in exchange for shares of our common stock (including by reason of the
exercise of appraisal rights) will be a taxable transaction for U.S. federal income tax purposes and may also be a taxable transaction under
applicable state, local or foreign tax laws. In general, a U.S. shareholder will recognize gain or loss for U.S. federal income tax purposes equal to
the difference between the amount received in exchange for the shares of our common stock and the shareholder�s adjusted tax basis in the
shares.

Assuming that the shares constitute capital assets in the hands of the shareholder, such gain or loss will be capital gain or loss. If, at the time of
the public company merger, the shares of our common stock then exchanged have been held for more than one year by the shareholder, such
gain or loss will be long-term capital gain or loss. However, with respect to the exercise of appraisal rights, amounts, if any, that are interest (or
are deemed to be interest) for federal income tax purposes will be taxed as ordinary income.

Under current law, long-term capital gains of individuals are generally taxed at lower rates than items of ordinary income and short-term capital
gains. Capital losses are deductible only to the extent of capital gains plus $3,000 of ordinary income in the case of taxpayers other than
corporations. Capital losses that are not currently deductible may be carried forward to other years, subject to certain limitations.

Non-U.S. Shareholders

Non-U.S. shareholders will generally not be subject to U.S. federal income tax on the receipt of cash in exchange for shares of our common
stock pursuant to the public company merger, unless such non-U.S. shareholder�s gain is effectively connected with a U.S. trade or business or, in
the case of gain recognized by an individual non-U.S. shareholder, such individual is present in the United States for 183 days or more during
the taxable year and certain other conditions are satisfied.

Backup Withholding
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Shareholders may be subject to the applicable �backup withholding� rate under U.S. tax law when they receive payments of cash pursuant to the
public company merger. Backup withholding is not an additional tax but merely an advance payment, which will be allowed as a refund or credit
against the shareholder�s federal income tax liability if the shareholder furnishes the requested information to the Internal Revenue Service in a
timely manner.

Certain persons generally are entitled to an exemption from backup withholding, including corporations and financial institutions. Penalties
apply for failure to furnish correct information and for failure to include the reportable payments in income. We advise each shareholder to
consult with his or her tax advisor as to the shareholder�s qualification for an exemption from withholding and the procedure for obtaining such
exemption.
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To avoid the imposition of backup withholding, U.S. shareholders and non-U.S. shareholders should follow the instructions set forth below.

U.S. Shareholders

In order to avoid �backup withholding� on payments of cash pursuant to the public company merger (including any cash paid pursuant to the
exercise of appraisal rights), a U.S. shareholder surrendering shares of our common stock in the public company merger must, unless an
exemption applies, provide the paying agent with the shareholder�s correct taxpayer identification number (TIN) on a Substitute Form W-9 and
certify under penalty of perjury that the TIN is correct and that the shareholder is not subject to backup withholding.

If a U.S. shareholder does not provide the shareholder�s correct TIN or fails to provide the certifications described above, the Internal Revenue
Service may impose a penalty on the shareholder, and payment of cash to the shareholder pursuant to the public company merger may be subject
to backup withholding at the applicable rate. All U.S. shareholders surrendering shares of our common stock pursuant to the public company
merger should complete and sign the Substitute Form W-9 that is included as part of the letter of transmittal that accompanies this Information
Statement.

Non-U.S. Shareholders

In order to avoid backup withholding, non-U.S. shareholders other than corporations should properly complete and provide to the paying agent a
Substitute Form W-8BEN. You can obtain a Substitute Form W-8BEN by contacting the paying agent at the address that is shown on the letter
of transmittal. Foreign corporations should follow the instructions above with respect to the completion of Substitute Form W-9.

For purposes of this Information Statement, �U.S. shareholder� and �non-U.S. shareholder� have the following meanings:

� �U.S. Shareholder� means: (a) a citizen or resident of the United States, including an alien individual (such as a citizen of another
country) who is a lawful permanent resident of the United States or meets the �substantial presence test� under Section 7701(b) of the
Code (for example, because the alien individual is present in the United States for 183 days or more in the current calendar year); (b) a
corporation or partnership created or organized in the United States or under the laws of the United States or any political subdivision
thereof; or (c) an estate or trust that is not a foreign estate or trust under Section 7701(a)(31) of the Code.

� �Non-U.S. Shareholder� means any shareholder that is not a U.S. shareholder, except for non-U.S. shareholders, if any, who are subject
to United States federal income tax on payments received pursuant to the public company merger because such payments are
effectively connected with their conduct of a U.S. trade or business. Any such shareholder receiving payments that are effectively
connected with the conduct of a U.S. trade or business should contact an independent tax advisor with respect to the backup
withholding and other U.S. tax consequences or receiving payments pursuant to the public company merger.

Dissenters� Appraisal Rights

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 178



If you are a holder of shares of our outstanding common stock as of the effective date of the public company merger, you may exercise
dissenters� rights in connection with the public company merger by properly complying with the requirements of Articles 5.11, 5.12 and 5.13 of
the Texas Business Corporation Act. By exercising dissenter�s rights, you would have the �fair value� of your shares of our common stock
determined by a court and paid to you in cash. The following is a general summary of your dissenters� rights and is qualified in its entirety by
reference to Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act. The full text of these articles is set forth in Annex B. You
should read Annex B in its entirety for more complete information concerning your right to dissent from the public company merger.
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If you are a holder of shares of our outstanding common stock as of the effective date of the public company merger, and you follow the
procedures set forth in Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act, you will be entitled to demand the purchase of your
shares of our common stock for a purchase price equal to the fair value of your shares. Under Texas law, fair value of shares for purposes of the
exercise of dissenters� rights is defined as the value of the shares as of the date Utility Holding�s written consent authorizing the public company
merger was delivered to us, excluding any appreciation or depreciation in value of the shares in anticipation of the public company merger.

Within 10 days after the effectiveness of the public company merger, we must mail to all of our shareholders written notice of the effectiveness
of the public company merger and of your right to dissent from that transaction within 20 days after the date of our mailing of the notice to you.
The notice will be accompanied by a copy of Article 5.12 of the Texas Business Corporation Act and any articles or documents the surviving
corporation has filed with the Secretary of State of the State of Texas to effect the public company merger. You may then, within 20 days after
the date of our mailing of the notice to you, make a written demand on us for the payment of the fair value of your shares. Your demand must
state the number and class of shares of our common stock you own and your estimate of the fair value of your common stock. If you fail to make
such a demand within the 20-day period, you will lose the right to dissent and will be bound by the terms of the public company merger. In order
to preserve dissenters� rights, within 20 days of making a demand for payment, you also must submit your stock certificates to us for the
appropriate notation of the demand. We, at our option, may terminate your rights under Article 5.12 of the Texas Business Corporation Act if
you fail to submit your stock certificates within 20 days after demanding payment unless a court of competent jurisdiction directs otherwise
upon a showing to the court that there is good and sufficient cause.

Within 20 days of our receipt of your proper demand for payment, we must deliver or mail to you written notice that either:

� we accept the amount you claimed and agree to pay the amount of your demand within 90 days after the effectiveness of the public
company merger upon receipt of your duly endorsed stock certificates; or

� contains our estimate of the fair value of your shares and includes an offer to pay the amount of our estimate within 90 days after the
effectiveness of the public company merger, provided that we receive notice from you within 60 days after the effective date of the
public company merger that you agree to accept our estimate and upon receipt of your duly endorsed stock certificates.

If you and we agree on the value of your shares within 60 days after effectiveness of the public company merger, we will pay you the amount of
the agreed value upon receipt of your duly endorsed stock certificates within 90 days of the effectiveness of the public company merger. Upon
our payment of the agreed value, you will no longer have any interest in us or in those shares.

If you and we do not agree on the value of your shares within 60 days after the effectiveness of the public company merger, then either you or
we may, within 60 days after the expiration of that 60-day period, file a petition in a court of competent jurisdiction in the county in which our
principal office is located, seeking a determination of the fair value of your shares. Please consult your own legal counsel regarding the proper
court for such filing. We will file with the court a list of all shareholders who have demanded payment for their shares with whom an agreement
as to value has not been reached within 10 days following receipt of the petition filed by a dissenting shareholder or upon our filing of such a
claim. The clerk of the court will give notice of the hearing of any such claim to us and to all of the dissenting shareholders on the list we have
provided. We and all dissenting shareholders notified in this manner will be bound by the final judgment of the court as to the value of the
shares.

In considering such a petition, the court will determine which of the dissenting shareholders have complied with the provisions of the Texas
Business Corporation Act and are entitled to the payment of the fair value of their shares and will appoint one or more qualified appraisers to
determine the fair value of the shares who are
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directed to make such determination �upon such investigation as to them may seem proper.� The appraisers will also allow the dissenting
shareholders and the corporation to submit to them evidence as to the fair value of the shares. Upon receipt of the appraisers� report, the court
will determine the fair value of the shares of the dissenting shareholders and will direct the payment to the dissenting shareholders of the amount
of the fair value of their shares, with interest from the date 91 days after the effectiveness of the public company merger to the date of the
judgment, by us, upon receipt of the dissenting shareholder�s stock certificates. Upon payment of the judgment, the dissenting shareholders will
no longer have any interest in us or in those shares.

You may withdraw your demand at any time before receiving payment for the shares or before a petition has been filed seeking determination of
the fair value of the shares. You may not withdraw your demand after payment has been made or, unless we consent to the withdrawal, where a
petition has been filed.

If you have properly demanded payment for your shares, you will not have any rights as a shareholder except the right to receive payment for
such shares and the right to claim that the public company merger and the related transactions were fraudulent.

Failure to follow the steps required by Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act for perfecting dissenters� rights may
result in the loss of dissenters� rights, in which event you will be entitled to receive the consideration with respect to the holder�s dissenting shares
in accordance with the transaction agreement. In view of the complexity of Articles 5.11, 5.12 and 5.13 of the Texas Business Corporation Act,
if you are considering dissenting from the public company merger, we urge you to consult your own legal counsel.

Market for Common Stock and Related Shareholder Matters

As of October 21, 2004, we had 80,000,000 shares of common stock issued and outstanding that were held of record by approximately 49,296
shareholders. Our common stock is listed on The New York Stock Exchange and is traded under the symbol �TGN.�

On January 6, 2003, CenterPoint Energy distributed 15,235,760 of the 80,000,000 outstanding shares of our common stock, or approximately
19.04% of our outstanding shares, to CenterPoint Energy�s shareholders of record as of the close of business on December 20, 2002, the record
date for the distribution. Our common stock began trading when issued on December 18, 2002 and regular-way on The New York Stock
Exchange on January 7, 2003. Accordingly, no high and low sales price information is available for any full quarterly period in 2002.
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The following table sets forth the high and low sales prices of our common stock on The New York Stock Exchange composite tape during the
periods indicated, as reported by Bloomberg, and the cash dividends declared in these periods.

Market Price
Dividend
Declared
Per ShareHigh Low

2003
First Quarter $ 18.58 $ 10.50 $ 0.25
Second Quarter $ 23.99 $ 16.20 $ 0.25
Third Quarter $ 25.70 $ 21.56 $ 0.25
Fourth Quarter $ 32.71 $ 23.40 $ 0.25
2004
First Quarter $ 38.34 $ 31.50 $ 0.25
Second Quarter $ 46.80 $ 34.12 $ 0.25
Third Quarter $ 47.17 $ 44.67 $ 0.25
Fourth Quarter (through                 , 2004) $ $ $ 0.25(1)

(1) On November 4, 2004, we declared a quarterly cash dividend of $0.25 per share of our common stock. The dividend is payable on
December 20, 2004, to holders of record as of the close of business on November 26, 2004. The dividend will be paid to shareholders of
record even if the public company merger occurs prior to the December 20, 2004 payment date.

The closing market price of our common stock on July 20, 2004, the last day prior to the public announcement of the transactions contemplated
by the transaction agreement, was $46.48 per share. The closing market price of our common stock on                 , 2004 was $         per share.

While we intend to continue to pay regular quarterly cash dividends on our common stock until the closing of the public company merger, our
board of directors will determine the amount of future dividends in light of:

� applicable legal requirements, including restrictions under the transaction agreement;

� our earnings and cash flows;

� our financial condition; and

� other factors our board of directors deems relevant.

Pursuant to the transaction agreement we have agreed to restrict our dividend payments, to regular quarterly cash dividends with respect to the
common stock, not in excess of $0.25 per share per quarter.

CenterPoint Energy has pledged the approximately 81% of our outstanding common stock that it owns to secure any of its obligations under its
$2.3 billion bank facility executed in October 2003.
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Historical Consolidated Financial Data

Historical Financial Data

Our audited financial statements are included in our annual report on Form 10-K for the year ended December 31, 2003, a copy of which is
included in this information statement as Appendix E. In addition, our unaudited consolidated financial statements as of and for the three months
ended March 31 and June 30, 2004 are included in our quarterly reports on Form 10-Q for those respective periods, copies of which are included
in this information statement as Appendices F and G.
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Summarized Financial Information

Year ended

December 31,

Six months ended

June 30,

2002 2003 2003 2004

Income Statement Data
Revenues $ 1,540,975 $ 2,002,368 $ 937,098 $ 991,847
Operating income (133,561) 221,959 32,928 209,619
Income (loss) before cumulative effect of accounting change (92,943) 151,266 22,411 141,008
Net income (loss) (92,943) 250,176 121,321 141,008
Balance Sheet Data
Current assets $ 238,285 $ 298,392 $ 358,972 462,836
Noncurrent assets 4,269,797 4,341,239 4,335,176 4,316,004
Current liabilities 336,712 328,751 482,272 342,610
Noncurrent liabilities 1,347,327 1,277,719 1,306,511 1,302,061
Shareholders� Equity 2,824,043 3,033,161 2,905,365 3,134,169

Net Income Per Common Share

The following table sets forth our net income per common share (basic and diluted) for the periods indicated:

Year ended
December 31,

Six months ended
June 30,

2002 2003 2003 2004

Income (loss) before cumulative effect of accounting change $ (1.16) $ 1.89 $ 0.28 $ 1.76
Cumulative effect of accounting change, net of tax �  1.24 1.24 �  

Net income (loss) per common share (basic and diluted) $ (1.16) $ 3.13 $ 1.52 $ 1.76

Ratio of Earnings to Fixed Charges

The following table sets forth our ratio of earnings to fixed charges for the periods indicated. For purposes of calculating the ratio of earnings
available to cover fixed charges:

� earnings consist of income (loss) before income taxes plus fixed charges and amortization of capitalized interest, less capitalized
interest; and
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� fixed charges consist of interest expensed and capitalized, plus the assumed interest component of rent expense.

Year ended
December 31,

Six months
ended June 30,(1)

2002 2003 2003 2004

   �(2) 15.56 3.83 26.02

(1) We believe that the ratios for the six month periods are not necessarily indicative of the ratios for the twelve month periods due to the
seasonal nature of our business.

(2) Our earnings for the year ended December 31, 2002 were inadequate to cover fixed charges by approximately $129 million.
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Book Value Per Share

As of December 31, 2003 and June 30, 2004, our book value per share was approximately $37.91 and $39.18, respectively. Book value per share
is not a term defined by accounting principles generally accepted in the United States of America. Book value per share is calculated by dividing
total shareholders� equity by the number of shares of common stock outstanding as of the date of determination.

2004 Third Quarter Results

On October 28, 2004, we reported a net loss of $311 million, or $3.89 per share, for the third quarter of 2004, which includes an after-tax
impairment charge of $426 million ($649 million pretax) related to the anticipated sale of our coal, lignite and gas-fired generation plants
pursuant to the non-nuclear asset acquisition. As a result of the signing of the transaction agreement, and in accordance with Statement of
Financial Accounting Standards (SFAS) No. 144, �Accounting for the Impairment or Disposal of Long-Lived Assets,� we ceased depreciation on
our coal, lignite and gas-fired generation plants at the time these assets were considered �held for sale.� This resulted in a decrease in depreciation
expense of $24 million after tax ($37 million pretax) for the third quarter of 2004. In accordance with SFAS No. 106, �Employers� Accounting for
Postretirement Benefits Other Than Pensions,� we also recorded a curtailment expense related to postretirement benefits of $11 million after tax
($17 million pretax), which is included in operations and maintenance expense. Excluding these sale-related impacts, net income for the third
quarter of 2004 was $102 million, or $1.27 per share, compared to $82 million, or $1.03 per share, for the same period of 2003.

For the nine months ended September 30, 2004, we reported a net loss of $170 million, or $2.13 per share, including the sale-related impacts
described above. Net income for the nine months ended September 30, 2003, was $204 million, or $2.55 per share, including a non-cash gain of
$99 million ($1.24 per share) from the adoption of Statement of Financial Accounting Standards No. 143, �Accounting for Asset Retirement
Obligations.� Excluding the sale-related impacts, net income for the nine months ended September 30, 2004 was $243 million, or $3.03 per share,
and income before the cumulative effect of an accounting change for the same period of 2003 was $105 million, or $1.31 per share.

Excluding the pre-tax impacts related to the anticipated sale noted above, operating income for the third quarter of 2004 improved by $28
million from the prior year primarily due to higher wholesale electricity prices for baseload products and improved availability of our baseload
generating units.

Where You Can Find More Information

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any document we
file with the SEC at the SEC�s public reference room located at 450 Fifth Street, N.W., Washington, D.C. 20549. You may obtain further
information regarding the operation of the SEC�s public reference room by calling the SEC at 1-800-SEC-0330. Our filings are also available to
the public on the SEC�s Internet site located at http://www.sec.gov and on our Internet site located at http://www.txgenco.com. You can obtain
information about us at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005.

We have filed a Schedule 13E-3 with the SEC with respect to the public company merger. As permitted by the SEC, this information statement
omits certain information contained in the Schedule 13E-3. The Schedule 13E-3, together with any amendments and exhibits filed with or
incorporated by reference in the Schedule 13E-3 (including written reports by RBC Capital Markets Corporation to the special committee in
connection with the public company merger) is available for inspection or copying as set forth above.
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means that we can disclose important information to you by referring you to another document filed separately with the SEC. The information
incorporated by reference is considered to be
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part of this information statement. We incorporate by reference into this information statement each document we file under Section 13(a),
13(c), 14 or 15(d) of the Exchange Act after the date of this information statement and before the effective date of the public company merger.

You should rely only on the information contained in this information statement or incorporated by reference as described above. We have not
authorized anyone to provide you with information that is different. This information statement is dated                     , 2004. You should not
assume that the information contained in this information statement is accurate as of any date other than that date. Documents attached as
appendices to this information statement or any documents filed by us with the SEC are available from us without charge, excluding all exhibits
unless we have specifically incorporated by reference an exhibit in this information statement. Shareholders may obtain documents attached as
appendices to this information statement or any documents filed by us with the SEC by requesting them in writing or by telephone from the
appropriate party at the following address:

Texas Genco Holdings, Inc.

Attn: Investor Relations

1111 Louisiana Street

Houston, Texas 77002

(713) 207-6500

If you would like to request documents from us, please do so by                     , 2004 in order to ensure timely receipt before the effective date of
the written consent approving the public company merger. You should be sure to include your complete name and address in your request. If
you request any documents, we will mail them to you by first class mail, or another equally prompt means, within one business day after we
receive your request.

Cautionary Statement Regarding Forward-Looking Statements

From time to time we make forward-looking statements concerning our expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements that are not historical facts. Actual results may differ materially from those
expressed or implied by these statements. You can generally identify our forward-looking statements by the words �anticipate,� �believe,� �continue,�
�could,� �estimate,� �expect,� �forecast,� �goal,� �intend,� �may,� �objective,� �plan,� �potential,� �predict,� �projection,� �should,� or other similar words.

We have based our forward-looking statements on our management�s beliefs and assumptions based on information available to our management
at the time the statements are made. We caution you that assumptions, beliefs, expectations, intentions and projections about future events may
and often do vary materially from actual results. Therefore, we cannot assure you that actual results will not differ materially from those
expressed or implied by our forward-looking statements.

Some of the factors that could cause actual results to differ from those expressed or implied by our forward-looking statements are described
under �Risk Factors� beginning on page 18 in Item 1 of our Annual Report on Form 10-K for the fiscal year ended December 31, 2003.
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statement, and we undertake no obligation to publicly update or revise any forward-looking statements.
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Appendix A

TRANSACTION AGREEMENT

among

CENTERPOINT ENERGY, INC.,

UTILITY HOLDING, LLC,

NN HOUSTON SUB, INC.,

TEXAS GENCO HOLDINGS, INC.,

HPC MERGER SUB, INC.

and

GC POWER ACQUISITION LLC

Dated as of July 21, 2004
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TRANSACTION AGREEMENT

TRANSACTION AGREEMENT, dated as of July 21, 2004 (this �Agreement�), by and among CenterPoint Energy, Inc., a Texas corporation
(�CenterPoint�), Utility Holding, LLC, a Delaware limited liability company and wholly-owned subsidiary of CenterPoint (�Utility Holding� and,
together with CenterPoint, sometimes collectively referred to as �Parents� and, individually, a �Parent�), NN Houston Sub, Inc., a Texas
corporation and a direct wholly-owned subsidiary of Utility Holding (�Merger Sub�), Texas Genco Holdings, Inc., a Texas corporation (�Genco
Holdings�), GC Power Acquisition LLC, a Delaware limited liability company (�Buyer�), and HPC Merger Sub, Inc., a Texas corporation and a
wholly-owned subsidiary of Buyer (�STP Merger Sub�). Parents, Merger Sub, Genco Holdings, Buyer and STP Merger Sub are hereinafter
collectively referred to as the �parties� and each individually as a �party.�

WHEREAS, Utility Holding owns 64,764,240 shares (the �Shares�) of common stock, par value $.001 per share (�Common Stock�), of Genco
Holdings; and

WHEREAS, the Shares represent approximately 80.96% of the total outstanding shares of Common Stock of Genco Holdings; and

WHEREAS, Genco Holdings, through its direct and indirect subsidiaries identified in Section 4.3(a) of the Companies Disclosure Letter (as
defined below) (Genco Holdings and such direct and indirect subsidiaries and any direct or indirect subsidiaries of Genco Holdings formed after
the date hereof are collectively referred to herein as the �Companies,� and, individually, each as a �Company�), (a) owns 11 electric power
generation facilities, and a 30.8% (subject to potential increase pursuant to the exercise of a right of first refusal) interest in South Texas Project
Nuclear Electric Generating Station (the �South Texas Project� or �STP�), all of which are located in Texas, and (b) sells wholesale electric
generation capacity, energy and ancillary services in the Electric Reliability Council of Texas, Inc. market (the �ERCOT Market�) (such business
referred to herein as the �Genco Business�); and

WHEREAS, the respective Boards of Directors of CenterPoint, Genco Holdings and Merger Sub, and the sole manager of Utility Holding, have
approved, and deem it advisable to consummate, the merger of Merger Sub with and into Genco Holdings (the �Public Company Merger�), with
Genco Holdings surviving as the Surviving Corporation (as defined below), on terms and subject to the conditions set forth in this Agreement;
and

WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition to Buyer�s willingness to enter into this
Agreement, Utility Holding will deliver its written consent in the form attached hereto as Exhibit A (the �Parent Written Consent�), pursuant to
which Utility Holding will approve this Agreement and the transactions contemplated hereby (including the Public Company Merger); and

WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition to Buyer�s willingness to enter into this
Agreement, Texas Genco, LP, a Texas limited partnership and an indirect wholly-owned subsidiary of Genco Holdings (�Genco LP�), has entered
into a Master Power Purchase and Sale Agreement between Genco LP and J. Aron & Company, dated the date hereof (the �Power Purchase
Agreement�); and

WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition to Parents� and Genco Holdings� willingness to
enter into this Agreement, Buyer has entered into a commitment letter (the �Debt Financing Letter�) with financing sources with respect to the
debt financing (the �Debt Financing�) for the transactions contemplated hereby other than the Public Company Merger, which financing will
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include (a) a $775.0 million senior first prior secured term loan facility, (b) a $475.0 million delayed draw term loan facility (the �Delayed Draw
Term Facility�), (c) a $200.0 million senior first priority secured revolving credit facility, (d) a $200.0 million senior first priority secured letter
of credit facility, (e) a $425.0 million senior first priority secured letter of credit facility, and (f) the issuance of $1,250.0 million of senior second
priority secured notes or, alternatively, $1,250.0 million under senior second priority secured increasing rate bridge loans; and
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WHEREAS, Annex E to the Debt Financing Letter (the �Public Company Merger Debt Term Sheet�) provides for debt financing to Genco
Holdings for the Public Company Merger, which financing will consist of a $717.0 million overnight bridge loan (the �Overnight Bridge Loan�);
and

WHEREAS, prior to the Public Company Merger Closing Date (as defined below), upon the terms and subject to the conditions set forth in this
Agreement, a Texas limited partnership to be formed by Genco Holdings as a wholly-owned indirect subsidiary of Genco Holdings (�Genco II
LP�), will merge with Genco LP, and as a result of that merger be allocated all of the Non-STP Assets and Liabilities (as defined below) other
than those held by Texas Genco Services, LP, a Texas limited partnership wholly-owned by Genco Holdings (�Genco Services�) (such
transaction, the �Genco LP Division�); and

WHEREAS, on the first business day following consummation of the Public Company Merger or as soon as possible thereafter, upon the terms
and subject to the conditions set forth in this Agreement, (1) a Texas limited partnership to be formed by Buyer as a wholly-owned indirect
subsidiary of Buyer (�Newco�), will merge with and into Genco II LP (such merger, the �Genco II LP Acquisition�), with Genco II LP being the
surviving entity in the Genco II LP Acquisition as an indirect wholly-owned subsidiary of Buyer, and (2) a Texas limited partnership to be
formed by Buyer as a wholly-owned indirect subsidiary of Buyer (�Newco2�) will merge with and into Genco Services (such merger, the �Genco
Services Acquisition�), with Genco Services being the surviving entity in the Genco Services Acquisition as an indirect wholly-owned
subsidiary of Buyer (the Genco II LP Acquisition and the Genco Services Acquisition, collectively, the �Non-STP Acquisition�); and

WHEREAS, following consummation of the Public Company Merger and the Non-STP Acquisition, upon the terms and subject to the
conditions set forth in this Agreement, STP Merger Sub will merge with and into Genco Holdings (the �STP Acquisition�), with Genco Holdings
being the surviving corporation in the STP Acquisition as a direct wholly-owned subsidiary of Buyer; and

WHEREAS, Buyer is owned by Blackstone Capital Partners IV L.P., Hellman & Friedman Capital Partners IV, L.P., KKR Millennium Fund,
L.P., TPG Partners IV, L.P. and their respective affiliates (collectively, the �Investors�);

NOW, THEREFORE, in consideration of the foregoing and the representations, warranties, covenants and agreements contained in this
Agreement, and intending to be legally bound, the parties agree as follows:

ARTICLE I

PUBLIC COMPANY MERGER

Section 1.1    The Public Company Merger. On the terms and subject to the conditions of this Agreement and in accordance with the Texas
Business Corporation Act (�TBCA�), at the Public Company Merger Effective Time (as defined in Section 1.3), Merger Sub shall be merged with
and into Genco Holdings. As a result of the Public Company Merger, the separate corporate existence of Merger Sub shall cease and Genco
Holdings shall survive the Public Company Merger (sometimes hereinafter referred to as the �Surviving Corporation�). From and after the Public
Company Merger Effective Time, the Public Company Merger shall have the effects provided in Article 5.06A of the TBCA. All rights, titles
and interests to all properties owned by Genco Holdings and Merger Sub shall be allocated to and vested in the Surviving Corporation without
reversion or impairment, without further act or deed, and without any transfer or assignment having occurred, but subject to any existing Liens
thereon. All liabilities and obligations of Genco Holdings and Merger Sub shall become liabilities and obligations of the Surviving Corporation.
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Section 1.2    Time and Place of Public Company Merger Closing. Unless this Agreement shall have been terminated and the transactions herein
contemplated shall have been abandoned pursuant to Section 10.1 and subject to the satisfaction or waiver of the conditions set forth in Article
VII, the closing of the Public Company
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Merger (the �Public Company Merger Closing�) will take place at the offices of Baker Botts L.L.P., One Shell Plaza, 910 Louisiana Street,
Houston, Texas 77002-4995 at 9:00 a.m. (local time) on the first business day (that is a day that is followed by three consecutive days that are all
business days) following the date on which all of the conditions set forth in Article VII (other than those that by their nature are intended to be
satisfied at the Public Company Merger Closing) have been satisfied or waived, or at such other date, place or time as the parties may agree. The
date on which the Public Company Merger Closing occurs and the transactions contemplated by the Public Company Merger become effective
is referred to as the �Public Company Merger Closing Date.�

Section 1.3    Effective Time of the Public Company Merger. On the Public Company Merger Closing Date, the parties shall cause the Public
Company Merger to be consummated by filing the articles of merger (the �Articles of Merger�) with the Secretary of State of the State of Texas
(the �Texas Secretary of State�) in such form as is required by, and executed in accordance with, the relevant provisions of the TBCA and shall
make any other filings or recordings required under the TBCA (the date and time of the issuance of a certificate of merger by the Texas
Secretary of State pursuant to Article 5.05 of the TBCA (or such later time as is specified in the Articles of Merger) on the Public Company
Merger Closing Date, being the �Public Company Merger Effective Time�).

Section 1.4    Directors and Officers. The directors of Merger Sub immediately prior to the Public Company Merger Effective Time shall be the
initial directors of the Surviving Corporation following the Public Company Merger, and the officers of Genco Holdings immediately prior to
the Public Company Merger Effective Time shall be the initial officers of the Surviving Corporation following the Public Company Merger, in
each case until their respective successors are duly elected or appointed or until their earlier death, resignation or removal in accordance with the
articles of incorporation and bylaws of the Surviving Corporation.

Section 1.5    Articles of Incorporation and Bylaws. Following the Public Company Merger Effective Time, the articles of incorporation of
Genco Holdings shall be the articles of incorporation of the Surviving Corporation until thereafter changed or amended in accordance with the
provisions thereof and applicable Law. Following the Public Company Merger Effective Time, the bylaws of Genco Holdings shall be the
bylaws of the Surviving Corporation until thereafter changed or amended in accordance with the provisions thereof and applicable Law.

Section 1.6    Effect of Public Company Merger on Capital Stock. As of the Public Company Merger Effective Time, by virtue of the Public
Company Merger and without any action on the part of Genco Holdings, Merger Sub or any holder of any shares of capital stock of Genco
Holdings or any shares of capital stock of Merger Sub:

(a)  Common Stock of Merger Sub. Each share of common stock of Merger Sub issued and outstanding immediately prior to the Public Company
Merger Effective Time shall be converted into one validly issued, fully paid and non-assessable share of common stock, par value $.001 per
share, of the Surviving Corporation (such shares, the �Surviving Corporation Shares�).

(b)  Cancellation of Certain Common Stock. Each share of Common Stock that is owned by CenterPoint or any of its subsidiaries (including
Utility Holding, Genco Holdings or Merger Sub), in each case immediately prior to the Public Company Merger Effective Time shall
automatically be cancelled and retired and shall cease to exist, and no cash or other consideration shall be delivered or deliverable in exchange
therefor.

(c)  Conversion of Common Stock. Subject to the provisions of this Section 1.6, each share of Common Stock, other than Dissent Shares and
shares cancelled pursuant to Section 1.6(b), issued and outstanding immediately prior to the Public Company Merger Effective Time shall, by
virtue of the Public Company Merger and without any action on the part of the holder thereof, be converted into the right to receive $47.00 in
cash payable without interest (the �Public Company Merger Consideration�) deliverable, in each case, to the holder of such share, upon
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(d)  Dissenters� Rights. Notwithstanding anything in this Agreement to the contrary, shares of Common Stock that are issued and outstanding
immediately prior to the Public Company Merger Effective Time and that are held by any person who is entitled to dissent from and properly
dissents from this Agreement pursuant to, and who complies in all respects with, Articles 5.11, 5.12 and 5.13 of the TBCA (the �Dissenters�
Statute�), in each case to the extent applicable (�Dissent Shares�), shall not be converted into a right to receive the Public Company Merger
Consideration as provided in Section 1.6(c), but rather the holders of Dissent Shares shall be entitled to the right to receive payment of the fair
value of such Dissent Shares in accordance with the Dissenters� Statute upon surrender of the certificate or certificates duly endorsed representing
such Dissent Shares; provided, however, that if any such holder shall fail to perfect or otherwise shall effectively waive, withdraw or lose the
right to receive payment of the fair value under the Dissenters� Statute, then the right of such holder to be paid the fair value of such holder�s
Dissent Shares shall cease and such Dissent Shares shall be deemed to have been converted as of the Public Company Merger Effective Time
into the right to receive the Public Company Merger Consideration as provided in Section 1.6(c). Genco Holdings shall give prompt notice to
Buyer (and, until the STP Acquisition Closing (as defined in Section 2.6), CenterPoint) of any objections or demands received by Genco
Holdings for payment of the fair value of Common Stock pursuant to the Dissenters� Statute, and Buyer (and, until the STP Acquisition Closing,
CenterPoint) shall have the right to direct all negotiations and proceedings with respect to such objections or demands. Genco Holdings shall
not, without the prior written consent of Buyer (and until the STP Acquisition Closing, CenterPoint), make any payment with respect to, or settle
or offer to settle, any such objections or demands, or agree to do any of the foregoing.

Section 1.7    Exchange of Certificates.

(a)  Deposit with Payment Agent. Prior to the Public Company Merger Effective Time, CenterPoint shall appoint a bank or trust company
reasonably acceptable to Buyer and Genco Holdings to act as agent (the �Paying Agent�) for the delivery of the Public Company Merger
Consideration upon surrender of the Certificates in accordance with this Article I. At or promptly after the Public Company Merger Effective
Time, the Surviving Corporation shall deposit with the Paying Agent an amount of cash required for the payment of the Public Company Merger
Consideration upon surrender of Certificates in accordance with this Article I. Such funds shall be invested by the Paying Agent as directed by
the Surviving Corporation, provided that such investments shall be in obligations of or guaranteed by the United States of America or any
agency or instrumentality thereof, in commercial paper obligations rated A-1 or P-1 or better by Moody�s Investors Services, Inc. or Standard &
Poor�s Corporation, respectively, or in certificates of deposit, bank repurchase agreements or banker�s acceptances of commercial banks with
capital exceeding $500,000,000. Any net profit resulting from, or interest or income produced by, such investments will be payable to the
Surviving Corporation.

(b)  Exchange and Payment Procedures. As soon as reasonably practicable after the Public Company Merger Effective Time, the Paying Agent
shall mail to each holder of record of a Certificate (i) a form of letter of transmittal (which shall specify that delivery shall be effected, and risk
of loss and title to the Certificates held by such person shall pass, only upon proper delivery of the Certificates to the Paying Agent and shall be
in customary form and have such other provisions as the parties may reasonably specify) and (ii) instructions for use in effecting the surrender of
the Certificates in exchange for the Public Company Merger Consideration. Upon surrender of a Certificate for cancellation to the Paying Agent
or to such other agent or agents as may be appointed by the Surviving Corporation, together with such letter of transmittal, duly completed and
validly executed, and such other documents as may reasonably be required by the Paying Agent, the holder of such Certificate shall be entitled
to receive in exchange therefor the Public Company Merger Consideration in respect of the shares formerly represented by such Certificate
pursuant to Section 1.6(c), and the Certificate so surrendered shall forthwith be cancelled. In the event of a transfer of ownership of Common
Stock that is not registered in the share transfer books of Genco Holdings, the Public Company Merger Consideration may be paid and delivered
in exchange therefor to a person other than the person in whose name the Certificate so surrendered is registered if such Certificate shall be
properly endorsed or otherwise be in proper form for transfer and the person requesting such Public Company Merger Consideration shall pay
any transfer or other Taxes required by reason of the payment to a person other than the registered holder of such Certificate or establish to the
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reasonable satisfaction of the Surviving Corporation that such Tax has been paid or is not applicable. No interest shall be paid or shall accrue on
the Public Company Merger Consideration payable upon surrender of any Certificate.

(c)  No Further Ownership Rights in Common Stock. Until surrendered as contemplated by Section 1.7(b), each Certificate shall be deemed at
any time after the Public Company Merger Effective Time to represent only the right to receive upon such surrender the Public Company
Merger Consideration as contemplated by this Article I. The Public Company Merger Consideration delivered upon the surrender of a Certificate
in accordance with the terms of this Article I shall be deemed to have been delivered at the Public Company Merger Effective Time in full
satisfaction of all rights pertaining to the shares of Common Stock formerly represented by such Certificate. At the close of business on the date
on which the Public Company Merger Effective Time occurs, the share transfer books of Genco Holdings shall be closed, and there shall be no
further registration of transfers on the share transfer books of the Surviving Corporation of the shares of Common Stock that were outstanding
immediately prior to the Public Company Merger Effective Time. If, after the close of business on the date on which the Public Company
Merger Effective Time occurs, Certificates are presented to the Surviving Corporation or the Paying Agent for transfer or any other reason, they
shall be cancelled and exchanged as provided in this Article I.

(d)  No Liability. None of the parties to this Agreement, the Surviving Corporation and the Paying Agent shall be liable to any person in respect
of any cash or property delivered to a public official pursuant to any applicable abandoned property, escheat or similar Law. Any portion of the
Public Company Merger Consideration deposited with the Paying Agent pursuant to this Article I which remains undistributed to the holders of
the Certificates for twelve months after the Public Company Merger Effective Time (or immediately prior to such earlier date on which any cash
or property in respect of such Certificate would otherwise escheat to or become the property of any Governmental Authority) shall be delivered
to the Surviving Corporation, upon demand. Any holders of Certificates who have not theretofore complied with this Article I shall thereafter
look only to the Surviving Corporation and only as general creditors thereof for payment of their claim, if any, to which such holders may be
entitled.

(e)  Lost Certificates. If any Certificate shall have been lost, stolen, defaced or destroyed, upon the making of an affidavit of that fact by the
person claiming such Certificate to be lost, stolen, defaced or destroyed and, if required by the Surviving Corporation, the posting by such
person of a bond in such reasonable amount as the Surviving Corporation may direct as indemnity against any claim that may be made against it
with respect to such Certificate, the Paying Agent shall pay in respect of such lost, stolen, defaced or destroyed Certificate the Public Company
Merger Consideration.

(f)  Withholding Rights. The Surviving Corporation or the Paying Agent shall be entitled to deduct and withhold any applicable Taxes from the
consideration otherwise payable pursuant to this Agreement to any holder of shares of Common Stock.

ARTICLE II

OTHER TRANSACTIONS

Section 2.1    Genco LP Division. Prior to the Public Company Merger Closing Date, CenterPoint and Genco Holdings shall cause the Genco LP
Division to be consummated, as follows: Genco LP and Genco II LP shall execute and deliver a merger agreement substantially in the form
attached hereto as Exhibit B and consummate the Genco LP Division on the terms and conditions set forth therein pursuant to a multiple survivor
merger of Genco LP and Genco II LP pursuant to which (i) except for the STP Assets and Liabilities (as defined below), all of Genco LP�s right,
title and interest in and to any and all properties, assets, rights, claims, Contracts and Permits and all debts, liabilities and obligations shall be
allocated to Genco II LP (the �Genco LP Non-STP Assets and Liabilities�), (ii) all of the properties, assets, rights, claims, Contracts and Permits
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the debts, liabilities and obligations set forth in Section 2.1(b) of the Companies Disclosure Letter shall be allocated to Genco LP (the �STP
Liabilities� and collectively with the STP Assets, the
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�STP Assets and Liabilities�). CenterPoint and Genco Holdings agree that after the date of this Agreement Buyer shall have the right to review
the items set forth on Sections 2.1(a) and 2.1(b) of the Companies Disclosure Letter and the parties agree that to the extent the parties in good
faith determine that any such items are more properly characterized as Non-STP Assets and Liabilities, as applicable, such items shall be
removed from such Sections. The Genco LP Non-STP Assets and Liabilities together with the assets, rights, claims, Contracts, Permits, debts,
liabilities and obligations of Genco Services immediately prior to the effective time of the Genco Services Acquisition are referred to
collectively as the �Non-STP Assets and Liabilities�.

Section 2.2    Merger Agreements.

(a)  On or prior to the Public Company Merger Date, Genco II LP and Newco shall execute and deliver a merger agreement substantially in the
form of Exhibit C (the �Genco II Merger Agreement�).

(b)  On or prior to the Public Company Merger Date, Genco Services and Newco2 shall execute and deliver a merger agreement substantially in
the form of Exhibit D (the �Genco Services Merger Agreement�).

Section 2.3    Non-STP Acquisition. On the first business day after the Public Company Merger Closing Date or as soon as possible thereafter
(the �Non-STP Acquisition Closing Date�), on the terms and subject to the conditions set forth in Article VIII, at the Non-STP Acquisition
Closing (as defined below), Buyer shall cause Newco and Newco2, and CenterPoint and Genco Holdings shall cause Genco II LP and Genco
Services, as applicable, to consummate the Non-STP Acquisition, as follows:

(a)  Genco II LP and Newco shall consummate the Genco II LP Acquisition on the terms and conditions set forth in the Genco II Merger
Agreement, with Genco II LP being the surviving entity in the Genco II LP Acquisition as an indirectly wholly owned subsidiary of Buyer.

(b)  Genco Services and Newco2 shall consummate the Genco Services Acquisition on the terms and conditions set forth in the Genco Services
Merger Agreement, with Genco Services being the surviving entity in the Genco Services Acquisition as an indirectly wholly owned subsidiary
of Buyer.

(c)  In the Non-STP Acquisition, (i) Buyer shall cause to be paid in the Genco II LP Acquisition to the partners of Genco II LP total
consideration of $2,789 million in cash without interest (the �Genco II LP Consideration�) by wire transfer of immediately available funds and
(ii) Buyer shall cause to be paid in the Genco Services Acquisition to the partners of Genco Services total consideration of $24 million in cash
without interest (together with the Genco II LP Consideration, the �Non-STP Consideration�), in each case to the accounts specified by Genco
Holdings to Buyer in writing at least two business days prior to the Non-STP Acquisition Closing Date. To the extent Genco Holdings has
received proceeds under the Overnight Bridge Loan prior to the Non-STP Acquisition Closing, a portion of the Non-STP Consideration shall be
paid directly by Buyer to the lenders thereof to repay such borrowings and interest thereon in full.

(d)  The parties have agreed in Schedule 2.3 hereto to the proposed allocation of the Non-STP Consideration among the Non-STP Assets and
Liabilities as of the date hereof in accordance with section 1060 of the Code and the regulations promulgated thereunder (the �1060 Allocation�).
Such 1060 Allocation shall be amended by agreement of the parties on the Non-STP Acquisition Closing Date to reflect any changes required by
Section 1060 of the Code and the regulations promulgated thereunder (such 1060 Allocation as amended, the �Final 1060 Allocation�). The Final
1060 Allocation shall be used by CenterPoint and Buyer in preparing Internal Revenue Service Form 8594, Asset Acquisition Statement (which
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Form 8594 shall be completed, executed and delivered by such parties as soon as practicable after the Non-STP Acquisition Closing Date but in
no event later than 15 days prior to the date such form is required to be filed). CenterPoint and Buyer each shall file, or cause to be filed, Form
8594 prepared in accordance with this Section 2.3(d) with the U.S. federal income Tax Returns for the taxable period which includes the
Non-STP Acquisition Closing Date. The Final 1060 Allocation shall be binding upon the parties hereto and upon each of their successors and
assigns, and the parties hereto shall report for tax purposes the transactions contemplated by this Agreement in accordance with such allocations.

A-6

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 206



Table of Contents

Section 2.4    Time and Place of Non-STP Acquisition Closing. Unless this Agreement shall have been terminated and the transactions herein
contemplated shall have been abandoned pursuant to Section 10.1 and subject to the satisfaction or waiver of the conditions set forth in Article
VIII, the closing of the Non-STP Acquisition (the �Non-STP Acquisition Closing�) will take place at the offices of Baker Botts L.L.P., One Shell
Plaza, 910 Louisiana Street, Houston, Texas 77002-4995 at 9:00 a.m. (local time) on the Non-STP Acquisition Closing Date, or at such other
date, place or time as CenterPoint and the Buyer may agree.

Section 2.5    STP Acquisition. On the terms and subject to the conditions set forth in Article IX, and in accordance with the TBCA, at the STP
Acquisition Closing (as defined below), the parties hereto shall cause the STP Acquisition to be consummated as follows:

(a)  STP Merger Sub shall be merged with and into Genco Holdings. As a result of the STP Acquisition, the separate corporate existence of STP
Merger Sub shall cease and Genco Holdings shall survive the merger (sometimes hereinafter referred to as the �STP Survivor�). From and after
the STP Acquisition Effective Time (as defined below), the STP Acquisition shall have the effects provided in Article 5.06A of the TBCA. All
rights, titles and interests to all properties owned by Genco Holdings and STP Merger Sub shall be allocated to and vested in STP Survivor
without reversion or impairment, without further act or deed, and without any transfer or assignment having occurred, but subject to any existing
Liens thereon. All liabilities and obligations of Genco Holdings and STP Merger Sub shall become liabilities and obligations of STP Survivor.

(b)  As soon as practicable after the STP Acquisition Closing, the parties shall cause the STP Acquisition to be consummated by filing articles of
merger (the �STP Articles of Merger�) with the Texas Secretary of State in such form as is required by, and executed in accordance with, the
relevant provisions of the TBCA and shall make all other filings or recordings required under the TBCA (the date and time of the issuance of a
certificate of merger by the Texas Secretary of State pursuant to Article 5.05 of the TBCA (or such later time as is specified in the STP Articles
of Merger) on the STP Acquisition Closing Date, being the �STP Acquisition Effective Time�).

(c)  Following the STP Acquisition Effective Time, the articles of incorporation of Genco Holdings shall be the articles of incorporation of the
STP Survivor until thereafter changed or amended in accordance with the provisions thereof and applicable Law. Following the STP Acquisition
Effective Time, the bylaws of Genco Holdings shall be the bylaws of the STP Survivor until thereafter changed or amended in accordance with
the provisions thereof and applicable Law.

(d)  As of the STP Acquisition Effective Time, by virtue of the STP Acquisition and without any action on the part of Genco Holdings, STP
Merger Sub or any holder of any shares of capital stock of Genco Holdings or any shares of capital stock of STP Merger Sub:

(i)  Each share of common stock of STP Merger Sub issued and outstanding immediately prior to the STP Acquisition Effective Time shall be
converted into one validly issued, fully paid and non-assessable share of common stock, par value $.001 per share, of the STP Survivor.

(ii)  The shares of capital stock in Genco Holdings issued and outstanding immediately prior to the STP Acquisition Effective Time shall, by
virtue of the STP Acquisition and without any action on the part of the holder thereof, be converted into the right to receive total aggregate
merger consideration of $700 million in cash without interest (the �STP Consideration�) by wire transfer of immediately available funds to an
account specified by Utility Holding to Buyer in writing at least two business days prior to the STP Acquisition Closing Date.

Section 2.6    Time and Place of STP Acquisition Closing. Unless this Agreement shall have been terminated and the transactions herein
contemplated shall have been abandoned pursuant to Section 10.1 and subject to the satisfaction or waiver of the conditions set forth in Article
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Louisiana Street, Houston, Texas 77002-4995 at 9:00 a.m. (local time) on the fifth business day following the date on which all of
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the conditions to each party�s obligations set forth in Article IX (other than those that by their nature are intended to be satisfied at the STP
Acquisition Closing) have been satisfied or waived, or at such other date, place or time as CenterPoint and Buyer may agree. The date on which
the STP Acquisition Closing occurs, which shall be the date of the STP Acquisition Effective Time, is referred to as the �STP Acquisition
Closing Date.�

Section 2.7    FIRPTA Certificate. At each of the STP Acquisition Closing and the Non-STP Acquisition Closing, Parents shall deliver (or in the
case of the Non-STP Acquisition, shall cause Genco Holdings to deliver) a duly executed and acknowledged certificate, in form and substance
reasonably acceptable to Buyer and in accordance with the Code and Treasury Regulations, certifying Parents� non-foreign status as provided
under Treasury regulation Section 1.1445-2(b)(2).

Section 2.8    Director and Officer Resignations. At or prior to the STP Acquisition Closing, all the directors of Genco Holdings and its
subsidiaries shall deliver to Genco Holdings written resignations and all of the officers of Genco Holdings and its subsidiaries shall deliver to
Genco Holdings written resignation, or CenterPoint shall cause such officers to be removed, in each case, from their positions as directors or
officers of Genco Holdings and its subsidiaries, effective as of the STP Acquisition Closing.

ARTICLE III

REPRESENTATIONS AND WARRANTIES OF CENTERPOINT

CenterPoint represents and warrants to Buyer as follows:

Section 3.1    Organization; Etc. Each of the Parents and Merger Sub (a) is duly organized, validly existing and in good standing under the laws
of its jurisdiction of organization, (b) has all requisite corporate or limited liability company power and authority, as applicable, to execute and
deliver this Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant hereto (including the
Parent Written Consent), to perform its obligations hereunder and to consummate the transactions contemplated by this Agreement and (c) is
duly qualified or licensed to do business, and is in good standing in each jurisdiction in which the nature of its business or the ownership,
operation or leasing of its properties makes such qualification or licensing necessary, except where the failure to be so qualified or licensed
would not reasonably be expected to, individually or in the aggregate, have a Companies Material Adverse Effect.

Section 3.2    Authority Relative to this Agreement. The execution, delivery and performance of this Agreement and all other agreements and
instruments executed in connection herewith or delivered pursuant hereto (including the Parent Written Consent) by the Parents and Merger Sub
and the consummation of the transactions contemplated by this Agreement and all other agreements and instruments executed in connection
herewith or delivered pursuant hereto have been duly and validly authorized by all requisite corporate or limited liability company action, as
applicable, on the part of each of the Parents and Merger Sub and no other corporate or similar actions or proceedings on the part of either Parent
is necessary to authorize the execution, delivery and performance of this Agreement and all other agreements and instruments executed in
connection herewith or delivered pursuant hereto by each of the Parents and Merger Sub or for the Parents or Merger Sub to consummate the
transactions so contemplated. This Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant
hereto (including the Parent Written Consent) have been, or will be, duly and validly executed and delivered by each of the Parents and Merger
Sub and, with respect to this Agreement and any other such agreement, assuming it has been duly authorized, executed and delivered by any
other party (other than Parents, Merger Sub and any of their affiliates other than Genco Holdings and its controlled affiliates), constitutes, or will
constitute when executed, a valid and binding agreement of such Parent and Merger Sub, enforceable against such Parent and Merger Sub in
accordance with its terms, except that (a) enforcement may be subject to any bankruptcy, insolvency, reorganization, moratorium, fraudulent
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forms of equitable relief, may be subject to equitable defenses and to the discretion of the court before which any proceeding therefor may be
brought. Merger Sub was formed solely for the purpose of engaging in the transactions contemplated hereby and has not engaged in any
business or conducted any operations other than in connection with the transaction contemplated hereby.

Section 3.3    Ownership of Shares

(a)  Except as set forth in Section 3.3(a) of the disclosure letter delivered by Parents to Buyer concurrently with the execution hereof (the
�Parents Disclosure Letter�), (i) all the Shares are owned beneficially and of record by Utility Holding free and clear of all Liens and (ii) all of
the membership interests of Utility Holding are owned beneficially and of record by CenterPoint free and clear of all Liens. The Shares represent
approximately 80.96% of the issued and outstanding Common Stock on a primary and fully diluted basis.

(b)  Except as set forth in Section 3.3(b) of the Parents Disclosure Letter, after giving effect to the Public Company Merger, Utility Holding will
own 100% of the outstanding capital stock of the Surviving Corporation, free and clear of all Liens. After giving effect to the merger
contemplated by the STP Acquisition in Section 2.5(a), Buyer will own 100% of the outstanding capital stock of the STP Survivor, free and
clear of all Liens, other than Liens granted by Buyer. After giving effect to the merger contemplated by the Non-STP Acquisition in Section 2.3,
Buyer will own 100% of the interests in Genco II LP and 100% of the interests in Genco Services, in each case, free and clear of all Liens, other
than Liens granted by Buyer.

Section 3.4    Consents and Approvals; No Violations. Except for the Required Approvals (as defined in Section 4.5) or as set forth in Section
3.4 of the Parents Disclosure Letter, none of the execution, delivery and performance of this Agreement and any other agreements and
instruments executed in connection herewith or delivered pursuant hereto (including the Parent Written Consent) by Parents, nor the
consummation by Parents of the transactions contemplated by this Agreement, will (a) conflict with, violate or result in any breach of any
provision of the certificate of formation, articles of incorporation, regulations, bylaws or similar documents, as applicable, of Parents, (b) result
in a violation or breach of, or constitute (with or without due notice or lapse of time or both) a default (or give rise to any right of termination,
amendment, cancellation or acceleration or any right or obligation to purchase or sell securities or assets) under, or require any consent or result
in a material loss of a material benefit to Parents under, any contract (written or oral), obligation, plan, undertaking, arrangement, commitment,
note, bond, mortgage, indenture, agreement, lease, other instrument or Approval (as defined below) (collectively, �Contracts� and individually, a
�Contract�) to which either Parent is a party or by which any of them or any of their respective businesses, properties or assets are bound, (c)
violate any Permit that is currently in effect applicable to either Parent or its business, properties or assets, or (d) require any permit, license,
authorization, certification, tariff, consent, approval, concession or franchise from, action by, filing with or notification to (collectively,
�Approvals� and, individually, an �Approval�), any foreign, Federal, state, or local government or regulator or any court, arbitrator, administrative
agency, regional transmission organization, the ERCOT Market independent system operator, or commission or other governmental,
quasi-governmental, taxing or regulatory (including a stock exchange or other self-regulatory body) authority, official or agency (including a
public utility commission, public services commission or similar regulatory body), domestic, foreign or supranational (a �Governmental
Authority�), except in the case of clauses (b), (c) and (d) of this Section 3.4, those which would not reasonably be expected to, individually or in
the aggregate, have a Companies Material Adverse Effect, or which become applicable solely as a result of the business or activities in which
Buyer is engaged.

Section 3.5    Affiliate Transactions. Except as set forth in Section 3.5 of the Parents Disclosure Letter or as disclosed in Genco Holding�s proxy
statement relating to the election of directors dated April 23, 2004, there are no Contracts or transactions between any Company, on the one
hand, and any (A) Parent or its controlled affiliates (other than the Companies), on the other hand, other than any Contract or transaction entered
into in the ordinary course of business and on terms no less favorable than would have been reached on an arm�s-length
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basis that is not material to the Company, or (B) (i) officer or director of any Parent or its affiliates or (ii) affiliate of any such officer or director,
on the other hand, in each case in this clause (B) other than any Contract or transaction entered into in the ordinary course of business and on
terms no less favorable than would have been reached on an arm�s-length basis or that is not material to the Company (all Contracts and
transactions, whether entered into before or after the date hereof, referred to in clauses (A) or (B), �Parent Affiliate Contracts�). True and
complete copies of the Parent Affiliate Contracts have been made available to Buyer.

Section 3.6    Separation Transactions

(a)  The transactions contemplated by the Separation Agreement (the �Spin-off Separation Agreement�) between CenterPoint and Genco
Holdings dated August 31, 2002, including the contribution and transfer by Parents and their respective affiliates to the Companies of
substantially all of the assets and related liabilities associated with the Genco Business on such date (the �Separation Transactions�) have been
consummated in all material respects as described in the Spin-off Separation Agreement. Parents have made available to Buyer a true and
complete copy of the Spin-off Separation Agreement and all other Contracts among Parents or their affiliates or any of their respective
predecessors (other than any Company) and any Company in connection with the transactions contemplated by the Spin-off Separation
Agreement (collectively, the �Separation Documents�). Parents have made available to Buyer a true and complete copy of the Master Separation
Agreement (the �Master Separation Agreement�) between Reliant Energy, Incorporated and Reliant Resources, Inc. (�RRI�) dated December 31,
2000.

(b)  The execution, delivery and performance of the Separation Documents by any of Parents and their respective affiliates (including the
Companies) party thereto, and the consummation of the transactions contemplated thereby, were duly and validly authorized by all requisite
action. Each of the Separation Documents was duly and validly executed and delivered by Parents and their respective affiliates (including the
Companies) party thereto and constitutes a valid and binding agreement of such parties, enforceable against such persons in accordance with its
terms, except that (a) enforcement may be subject to any bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or other laws,
now or hereafter in effect, relating to or limiting creditors� rights generally, and (b) enforcement, including, among other things, the remedy of
specific performance and injunctive and other forms of equitable relief, may be subject to equitable defenses and to the discretion of the court
before which any proceeding therefor may be brought.

Section 3.7    Brokers; Finders and Fees. Except for Citigroup Global Markets Inc., whose fees will be paid by CenterPoint, neither of the
Parents or their respective affiliates (other than the Companies) has employed, engaged or entered into a Contract with any investment banker,
broker, finder, other intermediary or any other person or incurred any liability for any investment banking, financial advisory or brokerage fees,
commissions, finders� fees or any other fee in connection with this Agreement or the transactions contemplated by this Agreement.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF GENCO HOLDINGS

Genco Holdings represents and warrants to Buyer as follows.

Section 4.1    Organization; Etc. Each Company (a) is duly organized, validly existing and in good standing under the laws of its jurisdiction of
organization, (b) has all requisite corporate, partnership or limited liability company power and authority, as applicable, to own, lease and
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operate all of its properties and assets and to carry on its business substantially as it is now being conducted, and (c) is duly qualified or licensed
to do business, and is in good standing in each jurisdiction in which the nature of its business or the ownership, operation or leasing of its
properties makes such qualification or licensing necessary, except where the failure to be so qualified or licensed would not reasonably be
expected to, individually or in the aggregate, have a Companies Material Adverse Effect. As used in this Agreement, the term �Companies
Material Adverse Effect� means any state of facts, change, development, event, effect, condition or occurrence materially adverse to the
business, assets,
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properties, liabilities, condition (financial or otherwise) or results of operations of the Companies taken as a whole or that, directly or indirectly,
prevents or materially impairs or delays the ability of any of the Parents or Genco Holdings to perform its obligations hereunder; provided,
however, that (a) any adoption, implementation, promulgation, repeal, modification, reinterpretation or proposal of any rule, regulation,
ordinance, order, protocol or any other Law of or by any national, state or regional Governmental Authority (including, for the avoidance of
doubt, the ERCOT Market), (b) changes or developments in national, regional or state wholesale or retail markets for fuel, including, without
limitation, changes in commodity prices, or related products, (c) changes or developments in national, regional or state wholesale or retail
electric power prices, (d) system-wide changes or developments in national, regional or state electric transmission or distribution systems, other
than changes or developments involving physical damage or destruction thereto, and (e) changes or developments in financial or securities
markets or the economy in general shall, in each case, be excluded from such determination to the extent any such Laws, changes and
developments do not have a disproportionate effect on the Companies as compared to other entities engaged in the power generation business in
any of the relevant geographic areas with respect to such Laws, changes or developments, as applicable. In interpreting the definition of
�Companies Material Adverse Effect� with respect to plant outages, the parties agree that the effect of the unplanned plant outages at the
Companies from August 31, 2002 to March 31, 2004 did not in and of themselves have a Companies Material Adverse Effect after taking into
account all relevant facts and circumstances. Genco Holdings has made available to Buyer a true and complete copy of the certificates of
incorporation and the bylaws (or similar organizational documents) of each of the Companies, in each case as currently in effect. Genco
Holdings has made available to Buyer true and complete copies of the minutes of all meetings or written consents of the shareholders (or other
equityholders) and the boards of directors (or similar body) and any committee thereof of each of the Companies (and, to the extent applicable to
the Genco Business, any affiliate of Parent engaged in the Genco Business that transferred, directly or indirectly, assets or liabilities to any
Company in the Separation Transactions), in each case, since January 1, 2001.

Section 4.2    Authority Relative to this Agreement. The execution, delivery and performance of this Agreement and all other agreements and
instruments executed in connection herewith or delivered pursuant hereto, by the Companies and the consummation of the transactions
contemplated by this Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant hereto have
been duly and validly authorized by all requisite corporate, partnership or limited liability company action, as applicable, on the part of the
applicable Company and no other actions or proceedings on the part of any Company is necessary to authorize the execution, delivery and
performance of this Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant hereto by any
Company or, upon delivery of the Parent Written Consent, to consummate the transactions so contemplated. With the receipt of the Parent
Written Consent, no vote of the holders of any class or series of the capital stock of Genco Holdings is necessary to approve this Agreement or
to consummate the transactions contemplated hereby (including the Public Company Merger). This Agreement and all other agreements and
instruments executed in connection herewith or delivered pursuant hereto have been, or will be, duly and validly executed and delivered by the
applicable Company and, with respect to this Agreement and any other such agreement, assuming it has been duly authorized, executed and
delivered by any other party (other than an affiliate of Genco Holdings other than Parents), constitutes, or will constitute when executed, a valid
and binding agreement of such Company, enforceable against such Company in accordance with its terms, except that a enforcement may be
subject to any bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or other laws, now or hereafter in effect, relating to or
limiting creditors� rights generally, and (b) enforcement of this Agreement, including, among other things, the remedy of specific performance
and injunctive and other forms of equitable relief, may be subject to equitable defenses and to the discretion of the court before which any
proceeding therefor may be brought.

Section 4.3    Capitalization.

(a)  The authorized capital stock of Genco Holdings consists of 160,000,000 shares of Common Stock and no preferred stock. Section 4.3(a) of
the disclosure letter delivered by Genco Holdings to Buyer concurrently with the execution hereof (the �Companies Disclosure Letter�) sets forth
the name, jurisdiction of
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incorporation or organization and capitalization of each Company. As of the date hereof, Genco Holdings has (i) 80,000,000 shares of Common
Stock issued and outstanding and no other issued or outstanding shares of capital stock and (ii) no shares of Common Stock are held in the
treasury of Genco Holdings. All outstanding shares of capital stock of or interests in each Company are validly issued, fully paid and
nonassessable, and owned by a Company (except in the case of shares of Genco Holdings) free of preemptive (or similar) rights and free and
clear of any security interests, liens, claims, pledges, Contracts, limitations in voting, dividend or transfer rights, charges or other encumbrances
of any nature whatsoever (�Liens�), except as set forth in Section 4.3(a) of the Companies Disclosure Letter. As of the date hereof, except as set
forth in Section 4.3(a) of the Companies Disclosure Letter, there are not (A) any capital stock or other equity interests or voting securities, in any
Company issued or outstanding, (B) any securities convertible into or exchangeable or exercisable for shares of any capital stock or equity
interests or voting securities in any Company, (C) any subscriptions, options, warrants, calls, rights, convertible securities or other Contracts or
commitments of any character obligating any Company to issue, transfer or sell any of its capital stock or other equity interests or voting
securities, or (D) equity equivalents, interests in the ownership or earnings or similar rights, or any agreements, arrangements or understandings
granting any person any rights in any Company similar to capital stock or other equity interests or voting securities (the items in clauses (A), (B),
(C) or (D), collectively, �Company Securities�). Except as set forth in Section 4.3(a) of the Companies Disclosure Letter, none of the Parents and
their respective affiliates (other than the Companies) owns any Company Securities. There are no (1) outstanding obligations of any Company to
repurchase, redeem or otherwise acquire any Company Securities, (2) voting trusts, proxies, registration rights agreements or other agreements
or understandings with respect to the voting, disposition, dividends or otherwise or concerning any Company Securities to which the Companies
or Parents are a party or (3) outstanding obligations of any Company to provide funds to or make any investment (in the form of a loan, capital
contribution or otherwise) in any other Company or any other person, including as a result of the transactions contemplated by this Agreement.
All dividends on the Common Stock that have been declared or have accrued prior to the date of this Agreement have been paid in full, and, as
of the date of this Agreement, no dividends have been declared since May 13, 2004.

(b)  No Company has any direct or indirect equity interest in any person, other than another Company. None of the Companies own any capital
stock of Genco Holdings.

(c)  Section 4.3(c) of the Companies Disclosure Letter sets forth a true and complete list of each Contract in effect on the date of this Agreement
pursuant to which any Indebtedness (as defined below) of any Company in excess of $1,000,000 is outstanding or may be incurred, together
with the amount outstanding thereunder as of the date of this Agreement. No Contract pursuant to which any Indebtedness of any Company is
outstanding or may be incurred provides for the right to vote (or is convertible into, or exchangeable for, securities having the right to vote) on
any matters on which the shareholders of any Company may vote. �Indebtedness� means (A) indebtedness for borrowed money or for the
deferred purchase price of property or services (other than current trade liabilities incurred in the ordinary course of business and payable in
accordance with customary practices), including indebtedness evidenced by a note, bond, debenture or similar instrument, (B) obligations
required to be classified and accounted for as capital leases on a balance sheet under GAAP, (C) obligations in respect of outstanding letters of
credit, acceptances and similar obligations created for the account of such person, (D) obligations under interest rate cap agreements, interest
rate swap agreements, foreign currency exchange agreements and other hedging or similar agreements, (E) to the extent not otherwise included
in the foregoing, any financing of accounts receivable or inventory and (F) guarantees of any of the foregoing of another person. No event has
occurred which either entitles, or could entitle (with or without notice or lapse of time or both) the holder of any Indebtedness described in
Section 4.3(c) of the Companies Disclosure Letter to accelerate, or which does accelerate, the maturity of any such Indebtedness.

(d)  No Company has in effect any stockholder rights plan or similar device or arrangement, commonly or colloquially known as a �poison pill� or
�anti-takeover� plan, or any similar plan, device or arrangement (a �Rights Plan�), and the board of directors of Genco Holdings has not adopted or
authorized the adoption of such a plan, device or arrangement.
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Section 4.4    Ownership of Shares, Company Securities. Except as set forth in Section 4.4 of the Companies Disclosure Letter, all the Shares are
owned beneficially and of record by Utility Holding and beneficially by CenterPoint free and clear of all Liens. The Shares represent
approximately 80.96% of the issued and outstanding Common Stock on a primary and fully diluted basis.

Section 4.5    Consents and Approvals; No Violations. Except for applicable requirements of the Hart-Scott-Rodino Antitrust Improvement Act
of 1976, as amended (the �HSR Act�), the filing with the SEC of the Information Statement and a Rule 13e-3 Transaction Statement pursuant to
the applicable requirements of the Exchange Act and the filing of applications for de-listing of the Common Stock with the New York Stock
Exchange (the �NYSE�), approval from the Nuclear Regulatory Commission (the �NRC�) of any indirect license transfer deemed to be created by
the STP Acquisition (the �NRC Approval�), certification that Genco II LP is an �exempt wholesale generator� (�EWG�) as defined in Section 32 of
the Public Utility Holding Company Act of 1935 (�PUHCA�) by the Federal Energy Regulatory Commission (�FERC�), the filing of articles or
certificates of merger, as applicable, with the Secretary of State of the State of Texas with respect to the Genco LP Division, the Genco II LP
Acquisition, the Genco Services Acquisition and the STP Acquisition or as set forth in Section 4.5 of the Companies Disclosure Letter
(collectively, the �Required Approvals�), none of the execution, delivery and performance of this Agreement by Genco Holdings, nor the
consummation by Genco Holdings of the transactions contemplated by this Agreement, will (a) conflict with, violate or result in any breach of
any provision of the certificate of formation, articles of incorporation, regulations, bylaws or similar documents, as applicable, of any Company,
(b) result in a violation or breach of, or constitute (with or without due notice or lapse of time or both) a default (or give rise to any right of
termination, amendment, cancellation or acceleration or any right or obligation to purchase or sell securities or assets) under, or require any
consent or result in a material loss of a material benefit to the Companies under, any Contract to which any Company is a party or by which any
Company or its businesses, properties or assets are bound, (c) violate any Order, writ, injunction, decree, statute, rule or regulation (collectively,
�Laws,� and individually, a �Law�) or Permit applicable to any Company or any of its businesses properties or assets, or (d) require any Approval
from, by or to any Governmental Authority, except in the case of clauses (b), (c) and (d) of this Section 4.5 for those which would not
reasonably be expected to, individually or in the aggregate, have a Companies Material Adverse Effect, or which become applicable solely as a
result of the business or activities in which Buyer is engaged.

Section 4.6    Reports and Financial Statements.

(a)  Since the date Genco Holdings� registration statement on Form 10 was declared effective by the Securities and Exchange Commission (the
�SEC�) (December 11, 2002), Genco Holdings and, to the extent applicable, each of the other Companies, has timely filed (i) with the SEC all
forms, reports, schedules, statements, registration statements and definitive proxy statements (all such filings, including such registration
statement on Form 10, the �Genco SEC Reports�) required to be filed by the Companies under each of the Securities Act of 1933, as amended,
and the respective rules and regulations thereunder (the �Securities Act�) and the Securities Exchange Act of 1934, as amended, and the
respective rules and regulations thereunder (the �Exchange Act�), and (ii) with the SEC, the NRC, the Public Utility Commission of Texas (the
�PUC�) and any other Governmental Authority with jurisdiction all material forms, reports, schedules, registrations, declarations and other filings
required to be filed by it under all applicable Laws, including PUHCA, the Atomic Energy Act of 1954 (�AEA�) and the Texas Public Utility
Regulatory Act, and the respective rules and regulations thereunder (�PURA�), all of which, as amended if applicable, complied in all material
respects with all applicable requirements of the appropriate act and the rules and regulations promulgated thereunder. As of their respective dates
the Genco SEC Reports (including exhibits and all other information incorporated by reference thereto) did not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or incorporated by reference therein or necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading. Each of the audited and unaudited consolidated financial
statements (including any related notes) of Genco Holdings included in the Genco SEC Reports (including exhibits and all other information
incorporated by reference thereto), including its Annual Report on Form 10-K for the year ended December 31, 2003 (the �Genco Holdings
10-K�) when filed, complied in all
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material respects with all applicable accounting requirements and with the published rules and regulations of the SEC with respect thereto, was
prepared from, and is in accordance with, the books and records of the Companies, which books and records have been maintained, and which
financial statements were prepared, in accordance with United States generally accepted accounting principles (�GAAP�) (except, in the case of
unaudited quarterly statements, as permitted by Form 10-Q of the SEC) applied on a consistent basis throughout the periods involved (except as
may be indicated therein or in the notes thereto) and fairly presented in all material respects the financial position of Genco Holdings and its
subsidiaries as of the dates thereof and the results of their operations, cash flows and changes in financial position for the periods reported
(subject, in the case of unaudited quarterly statements, to normal year-end audit adjustments that are immaterial to the Companies as a whole).
All of the Companies are consolidated for accounting purposes.

(b)  Section 4.6(b) of the Companies Disclosure Letter contains true and complete copies of the audited balance sheet for South Texas Project, as
of December 31, 2003, December 31, 2002 and December 31, 2001, and the audited statement of income of South Texas Project for the fiscal
years ended December 31, 2003, December 31, 2002 and December 31, 2001 (collectively, the �STP Financial Statements�). Each of the STP
Financial Statements was prepared from, and is in accordance with, the books and records of South Texas Project, which books and records have
been maintained, and which financial statements were prepared, in accordance with GAAP applied on a consistent basis throughout the periods
involved (except as may be indicated therein or in the notes thereto) and, as of their respective dates, fairly presented in all material respects the
financial position of South Texas Project as of the dates thereof and the results of their operations, cash flows and changes in financial position
for the periods reported.

(c)  The management of Genco Holdings has (i) implemented disclosure controls and procedures (as defined in Rule 13a-15(e) of the Exchange
Act) intended to ensure that material information relating to the Companies is timely made known to the management of Genco Holdings by
others within those entities, and (ii) has disclosed, based on its most recent evaluation, to Genco Holdings� outside auditors and the audit
committee of board of directors of Genco Holdings (A) all significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) which could adversely affect Genco Holdings� ability to
record, process, summarize and report financial information on a timely basis and (B) any fraud, whether or not material, that involves
management or other employees who have a significant role in Genco Holdings� internal control over financial reporting. A summary of any such
disclosure made by management to Genco Holdings� auditors and audit committee has been made available to Buyer.

Section 4.7    Absence of Undisclosed Liabilities. Except (a) for liabilities and obligations incurred in the ordinary course of business and
consistent with past practice since March 31, 2004, or (b) as otherwise disclosed in the audited financial statements included in the Genco
Holdings 10-K or reflected in the notes thereto, in the unaudited interim financial statements included in Genco Holding�s Quarterly Report on
Form 10-Q for the quarterly period ended March 31, 2004 or reflected in the notes thereto, or in Section 4.7 of the Companies Disclosure Letter,
no Company has incurred any liabilities, debts or obligations of any nature (whether direct, indirect, accrued, asserted, unasserted, contingent,
known or unknown, determined or determinable, matured or unmatured or otherwise) in excess of $10,000,000, individually or in the aggregate,
that would be required to be reflected or reserved against in the consolidated balance sheet of Genco Holdings, or in the notes thereto, prepared
in accordance with GAAP as used in preparing the December 31, 2003 balance sheet included in the audited financial statements in the Genco
Holdings 10-K.

Section 4.8    Absence of Certain Changes. Except as set forth in Section 4.8 of the Companies Disclosure Letter or disclosed in the Genco SEC
Reports filed and publicly available prior to the date of this Agreement, since December 31, 2003 and until the date of this Agreement, the
Companies have conducted their businesses only in the ordinary course and in a manner consistent with past practice, and since such date there
has not been any state of facts, change, development, event, effect, condition or occurrence that has or would reasonably be expected to,
individually or in the aggregate, have a Companies Material Adverse Effect. Since December 31, 2003, except as (i)
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specifically contemplated by this Agreement, (ii) disclosed in the Genco SEC Reports filed and publicly available prior to the date of this
Agreement or (iii) set forth in Section 4.8 of the Companies Disclosure Letter, there has not occurred any action, development, event or
occurrence or failure to act that, if it had occurred after the date of this Agreement, would have required the consent of Buyer under Section 6.1.

Section 4.9    Litigation. Except as set forth in Section 4.9 of the Companies Disclosure Letter, there is no litigation, suit, claim, action,
administrative, arbitral or other proceeding, inquiry, audit, hearing petition, grievance, complaint or governmental or regulatory investigation
(each an �Action�) pending or, to the knowledge of the Companies, threatened against any Company, nor are there any outstanding Orders that
affect or bind any Company or its businesses, properties or assets that would reasonably be expected to, individually or in the aggregate, have a
Companies Material Adverse Effect.

Section 4.10    Compliance with Law.

(a)  Each Company is, and since December 31, 2001, each Company (and to the extent related to the Genco Business, any affiliate of a Parent
previously engaged in the Genco Business that transferred directly or indirectly, assets or liabilities to any Company in the Separation
Transaction) has been in compliance with all applicable Law and none of the Companies has received any notice (including through any Action),
and there has been no Action filed, commenced or, to the knowledge of the Companies, threatened against any Company, alleging any violation
of Law, except for any noncompliance or violation that would not reasonably be expected to, individually or in the aggregate, have a Companies
Material Adverse Effect.

(b)  Except as would not reasonably be expected to, individually or in the aggregate, have a Companies Material Adverse Effect, (1) the
Companies hold all Approvals, authorizations, certificates, licenses, consents and permits of Governmental Authorities (�Permits�) necessary for
the Companies to own, lease and operate their respective properties and assets and to carry on their respective businesses as currently conducted,
and (2) all such Permits are in full force and effect. Except as would not reasonably be expected to, individually or in the aggregate, have a
Companies Material Adverse Effect, (1) there has occurred no breach of or default under (with or without notice or lapse of time or both) any
such Permit, and none of the Companies has received any notice (including through any Action), and (2) to the knowledge of any Company,
there has been no Action filed, commenced or threatened against it, alleging any such breach or default or otherwise seeking to revoke,
terminate, suspend or modify any Permit or impose any fine, penalty or other sanctions for violation of any Laws relating to any Permit.

Section 4.11    Employee Benefit Plans

(a)  Section 4.11(a)(i) of the Companies Disclosure Letter sets forth, a true and complete list of all �employee benefit plans� (within the meaning
of Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended (�ERISA�), including multi-employer plans within the
meaning of Section 3(37) of ERISA, and all stock purchase, stock option, employment, change-in-control, collective bargaining, incentive,
employee loan, deferred compensation, pension, profit-sharing, retirement, bonus, retention bonus, severance and other employee benefit or
fringe benefit plans, agreements, programs, policies or other arrangements, whether or not subject to ERISA (including any funding mechanism
therefor now in effect or required in the future as a result of the transaction contemplated by this Agreement or otherwise), whether formal or
informal, oral or written, legally binding or not, under which (i) any current or former employee, director or consultant of any Company (the
�Company Employees�) has any present or future right to benefits and which are maintained or sponsored by or with respect to which
contributions are made by any Company, Parent or any subsidiary of a Parent, in any such case, for the benefit of Company Employees, or (ii)
any Company has had or has any present or future liability (collectively, the �Plans� and individually, the �Plan�). Section 4.11(a)(ii) of the
Companies Disclosure Letter identifies each Plan that is sponsored, established, maintained or contributed to solely by any Company, or to
which solely the Companies are required to contribute or under which any of the Companies has any liability (collectively, the �Company Plans�
and individually, the �Company Plan�). With respect to each Plan, Genco Holdings has made available to Buyer true and complete copies of (i)
the most recent Plan documents and any
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amendments thereto, (ii) the most recent summary plan description and all related summaries of material modifications, and (iii) for any Plan
intended to be qualified under Section 401(a) of the Internal Revenue Code of 1986, as amended (the �Code�), other than the TGN Retirement
Plan and the TGN Savings Plan, as defined in Section 6.8(e) of this Agreement, a copy of the most recent favorable determination letter received
from the Internal Revenue Service (the �IRS�), and (iv) for the three most recent years (A) the annual report on Form 5500 filed with the IRS, (B)
audited financial statements, and (C) actuarial valuation reports (and, with respect to any Plan other than a Company Plan, such actuarial
valuation separately indicates the valuation of the Plan liabilities to the Company Employees and a current statement of assets underlying such
liabilities).

(b)  All Plans and their related trusts have been and are, in all material respects, maintained in accordance with each such Plan�s terms and in
operation in compliance with applicable requirements of ERISA, the Code, and all other applicable Law. Each Plan intended to be �qualified�
within the meaning of Section 401(a) of the Code is so qualified and, other than the TGN Retirement Plan and the TGN Savings Plan, as defined
in Section 6.8(e) of this Agreement, has been determined to be so qualified by the IRS and, to the knowledge of the Companies, there are no
facts which would adversely affect the qualified status of any such Plan. Except as would not reasonably be expected, individually or in the
aggregate, to have a Companies Material Adverse Effect, no event has occurred and no condition exists that would subject any of the
Companies, the Parents or Buyer, either directly or by reason of the Companies� or the Parents� affiliation with any ERISA Affiliate (as defined
below), to any tax, fine, Lien, penalty or other liability imposed by ERISA, the Code or other applicable Law. For each Plan with respect to
which a Form 5500 has been filed, no material change has occurred with respect to the matters covered by the most recent Form since the date
thereof. Except as otherwise contemplated by this Agreement, there is no present intention that any Plan be materially amended, suspended or
terminated, or otherwise modified to adversely change benefits (or the levels thereof) under any Plan at any time within the 12 months
immediately following the date of this Agreement.

(c)  No Plan or employee pension plan within the meaning of Section 3(2) of ERISA (�Employee Pension Benefit Plan�) maintained by any of
the Companies, Parents, or any entity that is required to be treated as a single employer together with the Companies or Parents under Section
414 of the Code (�ERISA Affiliate�) that is subject to Section 412 of the Code has had an �accumulated funding deficiency� (as such term is
defined in Section 412 of the Code and in Section 303 of ERISA), that remains unsatisfied, whether or not waived, and no unsatisfied liability to
the Pension Benefit Guaranty Corporation (�PBGC�) has been incurred with respect to any such plan by any Company.

(d)  None of the Companies, Parents or any ERISA Affiliate contributes to, has at any time within the last ten years had an obligation to
contribute to, or has or had any liability (including withdrawal liability as defined in Section 4201 of ERISA) under, or with respect to, any
multiemployer plan within the meaning of Section 3(37) of ERISA that remains unsatisfied.

(e)  The requirements of Part 6 of Subtitle B of Title I of ERISA and Code Section 4980B (�COBRA�) have been complied with in all material
respects by each such Plan that is an employee welfare benefit plan, within the meaning set forth in Section 3(1) of ERISA (�Employee Welfare
Benefit Plan�), subject to COBRA. Except as set forth in Section 4.11(e) of the Companies Disclosure Letter, none of the Companies or Parents
has incurred any current or projected liability in respect of post-employment or post-retirement health, medical or life insurance benefits for
current, former or retired employees of any of the Companies, except as required to avoid an excise tax under Section 4980B of the Code or
otherwise except as may be required pursuant to any other applicable Law.

(f)  Except as set forth in Section 4.11(f) of the Companies Disclosure Letter, (i) no such Plan that is an Employee Pension Benefit Plan has been
completely or partially terminated or been the subject of a Reportable Event within the meaning of Section 4043 of ERISA during the six years
preceding the Non-STP Acquisition Closing Date, and (ii) no proceeding by the PBGC to terminate any such Employee Pension Benefit Plan
has been instituted or threatened and (iii) no administrative investigation, audit or other administrative proceeding by

A-16

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 220



Table of Contents

the Department of Labor, the PBGC, the IRS or other governmental agencies are pending, threatened or in progress (including any routine
requests for information from the PBGC).

(g)  With respect to each Plan (i) there has been no prohibited transaction within the meaning of Section 406 of ERISA and Section 4975 of the
Code, and no fiduciary within the meaning of Section 3(21) of ERISA has any material liability for breach of fiduciary duty or any other failure
to act or comply in connection with the administration or investment of the assets of any such Plan, and (ii) except as set forth in Section 4.11(g)
of the Companies Disclosure Letter, no Action involving any Plan (other than routine claims for benefits) is pending or threatened, and, to the
knowledge of the Companies or employees of the Companies with responsibility for employee benefits matters, there is no basis for any such
Action.

(h)  Except as set forth in Section 4.11(h) of the Companies Disclosure Letter, no Plan is a split-dollar life insurance program or provides for
loans to executive officers of the Companies (within the meaning of the Sarbanes-Oxley Act of 2002).

(i)  Except as set forth in Section 4.11(i) of the Companies Disclosure Letter, no Plan exists that, as a result of the execution of this Agreement,
shareholder approval of this Agreement or the transactions contemplated by this Agreement (whether alone or in connection with any
subsequent event(s)), could (i) entitle any Company Employee to severance pay or any increase in severance pay upon any termination of
employment after the date of this Agreement, (ii) accelerate the time of payment or vesting or result in any payment or funding (through a
grantor trust or otherwise) of compensation or benefits under, increase the amount payable or result in any other material obligation pursuant to,
any of the Plans, (iii) limit or restrict the right of any Company to merge, amend or terminate any of the Plans, (iv) cause any Company to record
additional compensation expense on its income statement with respect to any outstanding stock option or other equity-based award, or (v) result
in payments under any of the Plans which would not be deductible under Section 280G of the Code.

Section 4.12    Labor and Employment Matters. Except as set forth in Section 4.12 of the Companies Disclosure Letter, as of the date of this
Agreement there are no collective bargaining agreements or other labor Contracts relating to any Company or covering any Company Employee
to which any Company is a party or by which it is bound, and, except as would not reasonably be expected, individually or in the aggregate, to
have a Companies Material Adverse Effect, there are no (a) Actions or Orders pending or, to the knowledge of any Company, threatened, in
each case relating to Company Employees or employment practices or asserting that any Company has committed an unfair labor practice or is
seeking to compel any Company to bargain with any labor union or labor organization, (b) pending or, to the knowledge of any Company,
threatened labor strikes or other labor troubles affecting any Company, (c) labor strikes, disputes, walk-outs, work stoppages, slow-downs,
lockouts, arbitrations or grievances involving any Company (and there has been none with respect to any Company or the Genco Business in the
last five years), (d) representation questions respecting any of the Company Employees (and there has been none with respect to any Company
or the Genco Business in the last five years), (e) to the knowledge of any Company, campaigns conducted to solicit cards from Company
Employees to authorize representation by a labor organization or (f) unfair labor practices committed by the Companies or their employees.
Except as would not reasonably be expected, individually or in the aggregate, to have a Companies Material Adverse Effect, each Company is in
compliance in all respects with all collective bargaining agreements and all applicable Laws regarding employment and employment practices,
terms and conditions of employment, wages and hours and occupational safety and health.

Section 4.13    Taxes. Except as set forth in Section 4.13 of the Companies Disclosure Letter:

(a)  With respect to each Company, (i) all material Tax Returns required to be filed have been or will be timely filed in accordance with any
applicable Laws and all such Tax Returns are or will be true and complete in all material respects, and (ii) all Taxes due have been or will be
paid (whether or not such Taxes are shown as being due on any Tax Returns).
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waivers or extensions of any applicable statute of limitations for the assessment or collection of Taxes with respect to any Tax Return which
remain in effect, and (iii) there are no material Liens for Taxes upon the assets of any Company, except for Liens for Taxes not yet due and
payable or Liens for Taxes being contested in good faith through appropriate proceedings and for which adequate reserves have been maintained
in accordance with GAAP.

(c)  Genco Holdings is and will be a member of an affiliated group filing a consolidated federal income tax return of which CenterPoint is the
common parent. None of the Companies (i) is currently or has ever been a member of an affiliated group (other than a group the common parent
of which is CenterPoint or any Company) filing a consolidated federal income Tax Return or (ii) has any liability for the Taxes of any person
(other than the affiliated group of which CenterPoint is the common parent) under Treasury Regulations Section 1.1502-6 (or any similar
provision of state, local or foreign Laws), or as a transferee or successor, by contract or otherwise.

(d)  None of the Companies is a party to, bound by or has any obligation under, any Tax sharing, Tax indemnity or similar contract with a party
that is not a member of the affiliated group of which CenterPoint is the common parent.

(e)  Each Company has withheld and paid over all Taxes required to have been withheld and paid over, and complied in all respects with all
information reporting requirements, in connection with amounts paid or owing to any employee, creditor, independent contractor or other third
party.

(f)  No property of any Company is property that any Company or any party to this transaction is or will be required to treat as being owned by
another person pursuant to the provisions of Code Section 168(f)(8) (as in effect prior to its amendment by the Tax Reform Act of 1986) or is �tax
exempt use property� within the meaning of Code Section 168(h).

(g)  None of the Companies has been a party to any distribution occurring during the last two years in which the parties to such distribution
treated the distribution as one to which Section 355 of the Code is applicable.

(h)  No actions have been taken by Parents or any of their affiliates that would reasonably be expected to, individually or in the aggregate, have
jeopardized the qualification of the interest as tax-exempt on any tax-exempt bonds that relate to any assets of the Companies.

(i)  None of the Companies is required to include amounts in income, or exclude items of deduction, in a taxable period beginning after the STP
Acquisition Closing Date (a �Post-Closing Tax Period�) as a result of (i) a change in method of accounting, (ii) a closing agreement as described
in section 7121 of the Code (or corresponding or similar provision of state, local or foreign Tax Laws), (iii) an installment sale or open
transaction arising in a taxable period ending on or before the STP Acquisition Closing Date (a �Pre-Closing Tax Period�), (iv) a prepaid amount
received, or paid, in a Pre-Closing Tax Period or (v) deferred gains that could be recognized in a Post-Closing Tax Period.

(j)  None of the Companies has engaged in any �reportable transactions� within the meaning of Treas. Reg. § 1.6011-4(b).
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(k)  All assets that are owned by each Company and required to be listed on the property tax rolls have been properly listed and described on the
property tax rolls for 2004 and all Pre-Closing Tax Periods and no portion of each Company�s assets constitutes omitted property for property tax
purposes.

(l)  Genco Holdings does not hold an interest in any entity treated as a corporation or partnership for federal income tax purposes and all of the
Companies (other than Genco Holdings) are treated as disregarded entities for federal income tax purposes.

Section 4.14    Title, Ownership and Related Matters. Each Company has good title to, or rights by license, lease or other agreement to use, all
properties and assets (or rights thereto) (other than cash, cash equivalents and securities and except as contemplated in this Agreement)
necessary to permit each Company to conduct its
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business as currently conducted, except as set forth in Section 4.14 of the Companies Disclosure Letter or otherwise where the failure to have
such title or rights would not reasonably be expected to, individually or in the aggregate, have a Companies Material Adverse Effect. Without
limiting the generality of the foregoing:

(a)  Section 4.14(a)(i) of the Companies Disclosure Letter lists and identifies the owner of all material real property and material interests in real
property owned by each Company (such real property and interests in real property, together with (A) all the buildings, improvements, structures
and fixtures now or subsequently located on the fee property owned by each Company (excluding those structures and fixtures for which title
was retained by RRI in the vesting deeds (�RRI Retained Structures�), and (B) such buildings, improvements, structures and fixtures now or
subsequently located on the property a non-fee interest in which is owned by each Company that were either (i) conveyed to such Company by
RRI in the vesting deed or easement or (ii) built by or for such Company or its predecessors (excluding RRI Retained Structures) (collectively,
the �Owned Real Property�). For purposes of this Section 4.14(a) only, each Company�s �predecessors� shall include Genco Holdings, CenterPoint,
Reliant Energy, Incorporated, Houston Lighting & Power Company and all other predecessors in title of each such entity with respect to the Real
Property. The �Energy Development Center� means the tract of land identified in paragraph (Q) of Section 4.14(a)(i) of the Companies
Disclosure Letter and all the buildings, improvements, structures and fixtures now or subsequently located thereon. Section 4.14(a)(ii) of the
Companies Disclosure Letter lists all agreements other than easements or rights of way (together with any amendments, modifications or
supplements thereto, the �Leases�) pursuant to which any Company leases, subleases, licenses or otherwise occupies (whether as landlord, tenant,
subtenant or other occupancy arrangement) any real property or interest in real property that is material to the Genco Business taken as a whole
(collectively, the �Leased Real Property�, together with the Owned Real Property, the �Real Property�) and identifies the Company party thereto.
With respect to each of the Real Property and except as would not reasonably be expected to, individually or in the aggregate, have a Companies
Material Adverse Effect:

(i)  the identified owner of each parcel of Owned Real Property has good, valid and indefeasible fee simple title to the Owned Real Property that
consists of fee property as contrasted with some lesser estate therein, and the identified owner of each parcel of Owned Real Property that does
not consist of fee property has good title to such Owned Real Property, free and clear of all Liens other than (A) Liens for current taxes and
assessments not yet due and payable, (B) inchoate mechanics� and materialmen�s Liens for construction in progress, (C) workmen�s, repairmen�s,
warehousemen�s and carriers� Liens arising in the ordinary course of business of the Companies consistent with past practice, and (D) all Liens
and other imperfections of title and encumbrances which would not reasonably be expected to materially interfere with the conduct of the Genco
Business, taken as a whole (collectively, �Permitted Liens�);

(ii)  each Leased Real Property is held subject to a Lease that is a valid and subsisting agreement in full force and effect and constitutes a valid
and binding obligation of, and is legally enforceable against, the respective parties thereto and each Company, as applicable, has good and valid
title to the leasehold estate in the Leased Real Property, free and clear of any Liens other than Permitted Liens;

(iii)  there are no pending or, to the knowledge of the Companies, threatened condemnation, expropriation or taking proceedings against the Real
Property; and

(iv)  there are no outstanding options or rights of first refusal to purchase or lease the Real Property, or any portion thereof or interest therein.

(b)  Section 4.14(b) of the Companies Disclosure Letter sets forth a true and complete list of all material real property or material interests in real
property sold, leased, transferred or disposed of since August 31, 2002.
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condition and repair, subject to continued repair and replacement consistent with past practice, and (2) there are no structural defects in any such
properties, rights and assets.

Section 4.15    Environmental. Except as set forth in Section 4.15 of the Companies Disclosure Letter, or as would not reasonably be expected
to, individually or in the aggregate, have a Companies Material Adverse Effect:

(a)  The Companies are in compliance with all applicable Environmental Laws, and no Company or Parent has received any written
communication from any Governmental Authority that alleges that any of the Companies (or, to the extent applicable to the Genco Business, any
affiliate of Parents previously engaged in the Genco Business that transferred, directly or indirectly, assets or liabilities to any Company in the
Separation Transactions) is not in compliance with applicable Environmental Laws;

(b)  Each Company has obtained and possesses all environmental, health and safety Permits, including all air emissions allowances and water
rights (collectively, the �Environmental Permits�) necessary for the construction and operation of its facilities or the conduct of its business, and
all such Environmental Permits are in good standing or, where applicable, a renewal application has been timely filed and is pending approval by
any Governmental Authority, and the Companies are in compliance with all terms and conditions of the Environmental Permits.

(c)  There is no Environmental Claim (as defined below) (i) pending or, to the knowledge of the Companies, threatened against any Company or
(ii) to the knowledge of the Companies, pending or threatened against any real or personal property or operations that any Company owns, leases
or uses, in whole or in part, including any off-site facility used by any Company for the treatment, storage and disposal of any Hazardous
Substance.

(d)  To the knowledge of the Companies, there has been no Release (as defined below) of any Hazardous Substance (as defined below) that has
formed or would reasonably be expected to form the basis of (i) any Environmental Claim against any Company or against any person
(including any predecessor of the Companies) whose liability for such claim the Companies has or may have retained or assumed, either by
operation of Law or by Contract, or (ii) any requirement on the part of any Company to undertake Remedial Action.

(e)  To the knowledge of the Companies, each Company has disclosed to Buyer all facts which such Company reasonably believes forms the
basis of (i) any Environmental Claim against any such Company or (ii) any obligation of any such Company currently required, or known to be
required in the future, to incur costs for pollution control equipment or environmental remediation under, or otherwise to comply with,
applicable Environmental Laws.

For purposes of this Agreement:

�Environmental Claim� means any and all Actions, demands, demand letters, directives, Liens or notices of noncompliance or violation by any
person (including any Governmental Authority) alleging potential liability (including potential responsibility for or liability for enforcement
costs, investigatory costs, cleanup costs, governmental response costs, removal costs, remedial costs, natural-resources damages, property
damages, personal injuries, fines or penalties) arising out of, based on or resulting from (A) the presence, or Release or threatened Release into
the environment, of any Hazardous Substances at any location, whether or not owned, operated, leased or managed by the Companies or joint
ventures; (B) circumstances forming the basis of any violation, or alleged violation, of any Environmental Law; or (C) any and all Actions by
any third party seeking damages, contribution, indemnification, cost recovery, compensation or injunctive relief resulting from the presence or
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subsurface strata) or protection of human health and
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safety as it relates to the environment, including Laws relating to Releases or threatened Releases of any Hazardous Substance, or otherwise
relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of any Hazardous Substance
including the Comprehensive Environmental Response, Compensation, and Liability Act (�CERCLA�) (42 U.S.C. Section 9601 et seq.), the
Hazardous Materials Transportation Act (49 U.S.C. Section 1801 et seq.), the Resource Conservation and Recovery Act (42 U.S.C. Section 6901
et seq.), the Clean Water Act (33 U.S.C. Section 1251 et seq.), the Clean Air Act (33 U.S.C. Section 7401 et seq.), the Toxic Substances Control
Act (15 U.S.C. Section 7401 et seq.), the Federal Insecticide, Fungicide, and Rodenticide Act (7 U.S.C. Section 136 et seq.), and the
Occupational Safety and Health Act (29 U.S.C. Section 651 et seq.) (�OSHA�) and the regulations promulgated pursuant thereto, and any such
applicable state or local statutes, and the regulations promulgated pursuant thereto, as such Laws have been and may be amended or
supplemented to the date of this Agreement;

�Hazardous Substance� means any substance listed, defined or classified as hazardous, toxic or radioactive pursuant to any applicable
Environmental Law, including petroleum and any derivative or by-product thereof, and any other substance regulated pursuant to, or the
presence or exposure to which may form the basis for liability under, any applicable Environmental Law;

�Release� means any spilling, emitting, leaking, pumping, pouring, emptying, injecting, escaping, dumping, disposing, discharging, or leaching
into the environment, or into or out of any property owned, operated or leased by the applicable party; and

�Remedial Action� means all actions, including any capital expenditures, required by a governmental entity or required under any Environmental
Law, or voluntarily undertaken to (a) clean up, remove, treat, or in any other way ameliorate or address any Hazardous Substance in the
environment; (b) prevent the Release or threat of Release, or minimize the further Release of any Hazardous Substance so it does not endanger
or threaten to endanger the public health or welfare of the indoor or outdoor environment; (c) perform pre-remedial studies and investigations or
post-remedial monitoring and care pertaining or relating to a Release; or (d) bring the applicable party into compliance with any Environmental
Law.

Section 4.16    Brokers; Finders and Fees

(a)  Except for RBC Capital Markets Corporation, whose fees will be paid by Genco Holdings, none of the Companies and their respective
controlled affiliates has employed, engaged or entered into a Contract with any investment banker, broker, finder, other intermediary or any
other person or incurred any liability for any investment banking, financial advisory or brokerage fees, commissions, finders� fees or any other
fee in connection with this Agreement or the transactions contemplated by this Agreement.

(b)  Set forth in Section 4.16(b) of the Companies Disclosure Letter is the Genco Holdings� reasonable estimate of the fees and expenses incurred
or payable, or to be incurred or payable, by any Company in connection with this Agreement and the consummation of the transactions
contemplated hereby.

Section 4.17    Texas Business Combination Law. Genco Holdings validly elected in its original bylaws not to be governed by Part Thirteen of
the TBCA such that Part Thirteen of the TBCA would not apply to the Public Company Merger and the other transactions contemplated hereby.

Section 4.18    Intellectual Property. Except as set forth in Section 4.18 of the Companies Disclosure Letter, or as would not reasonably be
expected to, individually or in the aggregate, have a Companies Material Adverse Effect: (i) the Companies own or have the valid right to use all
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of all Liens; (ii) the Company IP is valid, enforceable and unexpired, has not been abandoned, and does not infringe, impair, misappropriate,
dilute, make unauthorized use of, or otherwise violate (�Infringe�) the Intellectual Property of any third party and is not being Infringed by any
third party; (iii) no Action or Order is outstanding or pending, or
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to the knowledge of the Companies, threatened that seeks to cancel, limit or challenge the ownership, use, value, validity or enforceability of any
Company IP, and to the knowledge of the Companies, there is no valid basis for same; (iv) each Company has taken all necessary steps
(including executing non-disclosure and intellectual property assignment agreements and filing for statutory protections) to protect, preserve,
police, maintain and safeguard the value, validity and their ownership of its Company IP, including any confidential Company IP; and (v) each
Company has executed all appropriate agreements with current and past employees, contractors and agents to assign to the Companies all of
their right, title and interest in any Company IP.

Section 4.19    Contracts. Section 4.19 of the Companies Disclosure Letter contains a true and complete list of the following Contracts to which
any Company is a party or by which any Company properties are bound or affected as of the date of this Agreement:

(a)  Contracts containing covenants restricting the payment of dividends or limiting the freedom in any material respect of any Company or any
of their respective affiliates to engage in any line of business or compete with any person or operate at any location;

(b)  Joint venture agreements, limited liability company agreements, partnership agreements or similar agreements;

(c)  the Transition Services Agreement, dated as of August 31, 2002, between CenterPoint and Genco Holdings (the �Current Transition
Services Agreement�), the Technical Services Agreement (the �Technical Services Agreement�) between Genco Holdings and RRI dated as of
December 31, 2000, and the Contract (the �Pipeline Services Agreement�), effective April 1, 2002 between Genco Holdings and CenterPoint
Energy Pipeline Services;

(d)  Contracts (other than employment agreements) involving expenditures which are reasonably expected to be in excess of $1,000,000 per
annum pursuant to which any person is engaged to perform services replacing, or similar in nature to, any services provided since July 1, 2003
by any of Parent, RRI and their respective affiliates in connection with any of the Current Transition Services Agreement, the Technical Services
Agreement and the Pipeline Services Agreement;

(e)  Contracts involving expenditures (capital or otherwise), liabilities or revenues to the Companies which are reasonably expected to be in
excess of $5,000,000 per annum or $25,000,000 in the aggregate;

(f)  Contracts with terms of one year or longer, unless expenditures, liabilities or revenues thereunder are not reasonably expected to be in excess
of $1,000,000 per annum;

(g)  Each lease of personal property (i) requiring lease payments equal to or exceeding $250,000 per annum or (ii) the loss of which would
reasonably be expected to, individually or in the aggregate with other such losses, have a Companies Material Adverse Effect;

(h)  The Second Amended and Restated Decommissioning Master Trust Agreement for the South Texas Project (the �Decommissioning Trust
Agreement�) made August 31, 2002, by and between Genco Holdings and Mellon Bank, N.A. and all Contracts related thereto; and
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(i)  Contracts otherwise material to the Companies.

True and complete copies of the written Contracts required to be identified in Sections 4.3(c), 4.11(a), 4.12, 4.19, 4.20, 4.22 and 4.23 of the
Companies Disclosure Letter (all such Contracts, whether now or hereafter existing, collectively, the �Company Contracts�) (and true and
complete written summaries of any such oral Contracts) have been made available to Buyer, except as set forth in Section 4.19 of the Companies
Disclosure Letter.

Except as would not reasonably be expected, individually or in the aggregate, to have a Companies Material Adverse Effect, no Company is and,
to the knowledge of the Companies, no other party is in default under, or in breach or violation of, any Company Contract and, to the knowledge
of the Companies, no event has occurred which would result in any breach or violation of, constitute a default, require consent or result in the
loss of a
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material benefit under, give rise to a right to permit or require the purchase or sale of assets or securities under, give rise to any right of
termination, amendment, acceleration or cancellation of, or result in the creation of a Lien on any of the properties or assets of any Company (in
each case, with or without notice or lapse of time or both) a connection with to, any Company Contract, and each Company Contract is valid,
binding and enforceable in accordance with its terms and is in full force and effect.

Section 4.20    Insurance. Section 4.20 of the Companies Disclosure Letter contains a true and complete list of the insurance policies and fidelity
bonds of or for the benefit of any Company or its assets, businesses, operations, employees, officers or directors (the �Company Insurance
Policies�). Each of the Company Insurance Policies is valid, enforceable, existing and binding, and the premiums due thereon have been timely
paid. There are no outstanding unpaid claims under any of the Company Insurance Policies with respect to any Company, except in the ordinary
course of business consistent with past practice. No Company has received notice of cancellation, termination or non-renewal of any Company
Insurance Policy or has been denied insurance coverage. The Company Insurance Policies are sufficient for compliance with applicable Law and
all Contracts to which any of the Companies is a party or by which it or any of its assets are bound, and are in such amounts, against such risks
and losses, and on such terms and conditions as are consistent with industry practice in the business of each Company.

Section 4.21    Regulatory Matters

(a)  PUHCA and Utility Regulation. Each of the Companies is subject to regulation under PUHCA as a �subsidiary� of CenterPoint, which is a
�registered holding company� (as such terms are defined under PUHCA). Genco LP is subject to regulation (i) under the AEA as a licensee or the
owner of licensee, (ii) under Texas utility Law as a �power generation company� (as such term is defined under PURA), and (iii) under the
ERCOT protocols as a �resource entity� (as such term is defined in the ERCOT protocols). Except as set forth in the immediately preceding
sentences, the Companies are not subject to regulation as a public utility, public utility holding company or public service company (or similar
designation) by any Governmental Authority.

(b)  STP Compliance. Except as set forth in Section 4.21(b) of the Companies Disclosure Letter, the operation of the South Texas Project is and
has since January 1, 1999 been conducted in compliance in all material respects with applicable health, safety, regulatory and other legal
requirements. Such legal requirements include, but are not limited to, the NRC Facility Operating Licenses for the South Texas Project issued
pursuant to 10 C.F.R. Chapter I, and all regulations, requirements and orders related in any way thereto; and all obligations of the owners of
South Texas Project pursuant to contracts with the United States Department of Energy for the disposal of spent nuclear fuel and high-level
radioactive waste, and any Laws of the State of Texas or any agency thereof. The operations of the South Texas Project are not the subject of
any outstanding notice of violation or material request for information from the NRC or any other agency with jurisdiction over such facility.
The South Texas Project maintains, and is in compliance in all material respects with, emergency plans designed to protect the health and safety
of the public in the event of an unplanned release of radioactive materials, and the NRC has determined that such plans are in compliance with
its requirements.

(c)  Exempt Wholesale Generator Status. Genco LP is, and has been determined by order of the FERC to be, an EWG, and neither such order nor
Genco LP�s status as an EWG under PUHCA is the subject of any pending or, to the knowledge of the Companies, threatened judicial or
administrative proceeding to revoke or modify such status. To the knowledge of the Companies, there are no facts that are reasonably likely to
cause Genco LP to lose its status as an EWG under PUHCA.

(d)  Qualified Decommissioning Fund. Except as set forth in Section 4.21(d) of the Companies Disclosure Letter:
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standing under the laws of its jurisdiction of formation with all requisite authority to conduct its affairs as it now does; (ii) Genco Holding�s
Qualified Decommissioning Fund satisfies the requirements necessary for such fund to be treated as a �Nuclear Decommissioning Reserve Fund�
within the meaning of Code Section 468A(a) and as a �Nuclear Decommissioning Fund� and a �Qualified Nuclear Decommissioning Fund� within
the meaning of Treas. Reg. Section l.468A-l(b)(3); (iii) Genco Holdings� Qualified Decommissioning Fund is in compliance in all material
respects with all applicable rules and regulations of any Governmental Authority having jurisdiction, including the NRC, the PUC and the IRS,
(iv) Genco Holdings� Qualified Decommissioning Fund has not engaged in any acts of �self-dealing� as defined in Treas. Reg. Section
1.468A-5(b)(2); (v) no �excess contribution,� as defined in Treas. Reg. Section 1.468A-5(c)(2)(ii), has been made to Genco Holdings� Qualified
Decommissioning Fund which has not been withdrawn within the period provided under Treas. Reg. Section 1.468A-5(c)(2)(i); and (vi) except
as set forth in Section 4.21(d) of the Companies Disclosure Letter, Genco Holdings has made timely and valid elections to make annual
contributions to Genco Holding�s Qualified Decommissioning Fund since its inception and Genco Holdings has heretofore delivered copies of
such elections to Buyer. As used in this Agreement, the term �Qualified Decommissioning Fund� means all amounts contributed to qualified
funds for administrative costs and costs incurred in connection with the entombment, dismantlement, removal and disposal of the structures,
systems and components of a unit of common facilities, including all costs incurred in connection with the preparation for decommissioning,
such as engineering and other planning expenses incurred with respect to the unit of common facilities after actual decommissioning occurs,
such as physical security and radiation monitoring expenses, as part of Genco LP�s cost of service required by PURA or as approved by the PUC.

(ii)  Genco Holdings has heretofore delivered to Buyer a copy of Genco Holdings� Decommissioning Trust Agreement as in effect on the date of
this Agreement.

(iii)  With respect to all periods prior to the STP Acquisition Closing Date, (i) Genco Holdings and/or Mellon Bank, N.A. (the �Trustee�) of
Genco Holdings� Qualified Decommissioning Fund has/have filed or caused to be filed with the NRC, the IRS and any other Governmental
Authority all material forms, statements, reports, documents (including all exhibits, amendments and supplements thereto) required to be filed by
Genco Holdings and/or the Trustee of Genco Holdings� Qualified Decommissioning Fund; and (ii) there are no interim rate orders that may be
retroactively adjusted or retroactive adjustments to interim rate orders that may affect amounts that Buyer may contribute to Genco Holdings�
Qualified Decommissioning Fund or may require distributions to be made from Genco Holdings� Qualified Decommissioning Fund. Genco
Holdings has delivered to Buyer a copy of the schedule of ruling amounts most recently issued by the IRS for Genco Holdings� Qualified
Decommissioning Fund and a complete copy of the request that was filed with the IRS to obtain such schedule of ruling amounts and a copy of
any pending request for revised ruling amounts, in each case together with all exhibits, amendments and supplements thereto. Any amounts
contributed to Genco Holdings� Qualified Decommissioning Fund while such request is pending before the IRS and which turn out to exceed the
applicable amounts provided in the schedule of ruling amounts issued by the IRS will be withdrawn from Genco Holdings� Qualified
Decommissioning Fund within the period provided under Treas. Reg. Section 1.468A-5(c)(2)(i).

(iv)  Genco Holdings has made available to Buyer a statement of assets and liabilities prepared by the Trustee for Genco Holdings� Qualified
Decommissioning Funds as of December 31, 2003 and as of June 30, 2004 and will make such a statement available as of the most recently
available month end preceding the STP Acquisition Closing, and they fairly presented and will fairly present as of such dates the financial
position of each of Genco Holdings� Qualified Decommissioning Funds. Genco Holdings has made available to Buyer information from which
Buyer can determine the Tax Basis of all assets in Genco Holdings� Qualified Decommissioning Fund and will make such a statement available
as of the most recently available month end preceding the STP Acquisition Closing.

(v)  Genco Holdings has made available to Buyer all material contracts and agreements to which the Trustee of Genco Holdings� Qualified
Decommissioning Fund, in its capacity as such, is a party.
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(vi)  With respect to all taxable periods prior to the STP Acquisition Closing Date, Genco Holdings� Qualified Decommissioning Fund has filed
all material Tax Returns required to be filed, including but not limited to returns for estimated Income Taxes, such Tax Returns are true and
complete in all material respects, and all Taxes have been paid in full. No notice of deficiency or assessment has been received from any taxing
authority with respect to any liability for Taxes of Genco Holdings� Qualified Decommissioning Fund which have not been fully paid or finally
settled. There are no outstanding agreements or waivers extending the applicable statutory periods of limitations for any Taxes associated with
Genco Holdings� Qualified Decommissioning Fund for any period.

(e)  Nonqualified Decommissioning Funds. Except as set forth in Section 4.21(e) of the Companies Disclosure Letter:

(i)  With respect to all periods prior to the STP Acquisition Closing Date, Genco Holdings� Nonqualified Decommissioning Funds is a trust
validly existing and in good standing under the laws of its jurisdiction of formation with all requisite authority to conduct its affairs as it now
does. Genco Holdings� Nonqualified Decommissioning Funds are in full compliance in all material respects with all applicable rules and
regulations of any Governmental Authority, including the NRC and the PUC. Company�s Nonqualified Decommissioning Funds are, and since
their inception have been, classified as a grantor trust owned by the Parents under Section 671 to 677 of the Code. As used in this Agreement,
the term �Nonqualified Decommissioning Funds� means the nonqualified funds, as determined by the Trustee and Texas Genco, LP, established
and maintained under the Decommissioning Trust Agreement for decommissioning South Texas Project Unit No. 1, South Texas Project Unit
No. 2 and the common facilities to which monies are contributed, which nonqualified funds are not subject to the conditions and limitations of
Section 468A of the Code.

(ii)  With respect to all periods prior to the STP Acquisition Closing Date, Genco Holdings and the Trustee of Genco Holdings� Nonqualified
Decommissioning Funds have filed or caused to be filed with the NRC and any other Governmental Authority all material forms, statements,
reports, documents (including all exhibits, amendments and supplements thereto) required to be filed by either of them.

(iii)  Genco Holdings has made available to Buyer a statement of assets and liabilities prepared by the Trustee for Genco Holdings� Nonqualified
Decommissioning Funds as of December 31, 2003 and as of June 30, 2004 and will make such a statement available as of the end of the most
recently available month end preceding the STP Acquisition Closing, and they fairly presented and will fairly present as of such dates the
financial position of each of Genco Holdings� Nonqualified Decommissioning Funds. Genco Holdings has made available to Buyer all contracts
and agreements to which the Trustee of Genco Holdings� Nonqualified Decommissioning Funds, in its capacity as such, is a party.

(iv)  Genco Holdings has made available to Buyer all material contracts and agreements to which the Trustee of Genco Holdings� Nonqualified
Decommissioning Funds, in its capacity as such, is a party.

Section 4.22    Affiliate Transactions. Except as set forth in Section 4.22 of the Companies Disclosure Letter or as disclosed in Genco Holding�s
proxy statement relating to the election of directors dated April 23, 2004, there are no Contracts or transactions between any Company, on the
one hand, and any (A) Parent or its affiliates (other than the Companies), on the other hand, other than any Contract or transaction entered into in
the ordinary course of business and on terms no less favorable than would have been reached on an arms-length basis that is not material to the
Company, or (B) (i) officer or director of any Company or Parent or its affiliates, or (ii) affiliate of any such officer or director, on the other
hand, in each case in this clause (B) except those of a type available to Company Employees generally and other than any Contract or transaction
entered into in the ordinary course of business and on terms no less favorable than would have been reached on an arm�s-length basis or that is
not material to the Company (all Contracts and transactions referred to in clauses (A) or (B), whether entered into before or after the date hereof,
�Company Affiliate Contracts�).
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Section 4.23    Derivative Products.

(a)  All Derivative Products entered into for the account of any Company were entered into in accordance with (i) established risk parameters,
limits and guidelines and in compliance with the risk management policies approved by the board of directors of Genco Holdings (the �Trading
Policies�), in each case both as in effect at the time such Derivative Products were entered into and as in effect on the date of this Agreement, to
restrict the level of risk that any Company is authorized to take, individually and in the aggregate, with respect to Derivative Products and
monitor compliance with such risk parameters and (ii) applicable Law and policies of any Governmental Authority.

(b)  Genco Holdings has made available Buyer a true and complete copy of the Trading Policies, and the Trading Policies contain a true and
complete description of the practice of the Companies with respect to Derivative Products, as of the date of this Agreement.

(c)  At no time has any Company engaged in any �round trip,� �sale/buyback� or �wash� trading or any similar transaction.

(d)  For purposes of this Agreement, �Derivative Product� means (i) any swap, cap, floor, collar, futures contract, forward contract, option and
any other derivative financial instrument or Contract, based on any commodity, security, instrument, asset, rate or index of any kind or nature
whatsoever, whether tangible or intangible, including electricity, natural gas, crude oil and other commodities, emissions allowances, currencies,
interest rates and indices and (ii) forward contracts for physical delivery, physical output of assets, and physical load obligations.

Section 4.24    Fairness Opinion. Genco Holdings has received the written opinion of RBC Capital Markets Corporation to the effect that, as of
the date of this Agreement, the consideration to be received in the Public Company Merger by Genco Holdings� shareholders (other than
CenterPoint) is fair to such shareholders from a financial point of view. An executed copy of such opinion has been delivered to Buyer.

Section 4.25    Board Recommendation. The board of directors of Genco Holdings, upon the unanimous recommendation of a special committee
thereof, has unanimously (i) adopted resolutions approving this Agreement and the transactions contemplated hereby, including the Public
Company Merger, in accordance with the TBCA, (ii) determined that this Agreement and the transactions contemplated hereby, including the
Public Company Merger, are advisable and fair to and in the best interests of the shareholders of Genco Holdings, (iii) resolved to recommend
approval of this Agreement and the transactions contemplated hereby, including the Public Company Merger, to the shareholders of Genco
Holdings and (iv) directed that approval of this Agreement be submitted to Genco Holdings� shareholders.

Section 4.26    Ownership of Assets. Except as set forth in Section 4.26 of the Companies Disclosure Letter, none of Genco Holdings or any of
its subsidiaries (other than Genco LP, Genco Services and, after the Genco LP Division, Genco II LP) (i) owns, leases or has any other right, title
or interest in any assets or properties, (ii) is a party to, or is otherwise bound by or subject to, any Contract, (iii) owns or holds any Permits, or
(iv) has any Company Employees.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF BUYER
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Section 5.1    Organization; Etc. Buyer (a) is duly organized, validly existing and in good standing under the laws of its jurisdiction of
organization, (b) has all requisite limited liability company power and authority to
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execute and deliver this Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant hereto, to
perform its obligations hereunder and to consummate the transactions contemplated by this Agreement and (c) is duly qualified or licensed to do
business, and is in good standing in each jurisdiction in which the nature of its business or the ownership, operation or leasing of its properties
makes such qualification or licensing necessary, except where the failure to be so qualified or licensed would not reasonably be expected to,
individually or in the aggregate, have a Buyer Material Adverse Effect. As used in this Agreement, the term �Buyer Material Adverse Effect�
means an event, change or circumstance which would materially adversely affect the ability of Buyer to consummate the transactions
contemplated by this Agreement or directly or indirectly prevent or materially impair or delay the ability of Buyer to perform its obligations
hereunder.

Section 5.2    Authority Relative to this Agreement. The execution, delivery and performance of this Agreement and all other agreements and
instruments executed in connection herewith or delivered pursuant hereto, by Buyer and the consummation of the transactions contemplated by
this Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant hereto have been duly and
validly authorized by all requisite corporate or limited liability company action, as applicable, on the part of Buyer and no other corporate
actions or proceedings on the part of Buyer is necessary to authorize the execution, delivery and performance of this Agreement and all other
agreements and instruments executed in connection herewith or delivered pursuant hereto by Buyer or to consummate the transactions so
contemplated. This Agreement and all other agreements and instruments executed in connection herewith or delivered pursuant hereto have
been, or will be, duly and validly executed and delivered by Buyer and, with respect to this Agreement and any other such agreement, assuming
it has been duly authorized, executed and delivered by any other party (other than an affiliate of Buyer), constitutes, or will constitute when
executed, a valid and binding agreement of Buyer, enforceable against Buyer in accordance with its terms, except that (a) enforcement may be
subject to any bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or other laws, now or hereafter in effect, relating to or
limiting creditors� rights generally, and (b) enforcement of this Agreement, including, among other things, the remedy of specific performance
and injunctive and other forms of equitable relief, may be subject to equitable defenses and to the discretion of the court before which any
proceeding therefor may be brought.

Section 5.3    Consents and Approvals; No Violations. Except for the Required Approvals, none of the execution, delivery and performance of
this Agreement by Buyer, nor the consummation by Buyer of the transactions contemplated by this Agreement, will (a) conflict with, violate or
result in any breach of any provision of the certificate of formation, articles of incorporation, regulations, bylaws or similar documents, as
applicable, of Buyer, (b) result in a violation or breach of, or constitute (with or without due notice or lapse of time or both) a default (or give
rise to any right of termination, amendment, cancellation or acceleration or any right or obligation to purchase or sell securities or assets) under,
or require any consent or result in a material loss of a material benefit to Buyer under, any Contract to which Buyer is a party or by which any of
its businesses, properties or assets are bound, (c) violate any Law or Permit applicable to Buyer or its business, properties or assets, or (d) require
any Approval from, by or to any Governmental Authority, except in the case of clauses (b), (c) and (d) of this Section 5.3 for those which would
not reasonably be expected to, individually or in the aggregate, have a Buyer Material Adverse Effect.

Section 5.4    Debt Financing. As of the date hereof, Buyer has delivered to Genco Holdings true and complete copies of (a) the Debt Financing
Letter on Section 5.4(a) of the disclosure letter delivered by Buyer to Parents and Genco Holdings concurrently with the execution hereof (the
�Buyer Disclosure Letter�) hereto, and (b) the equity letter on Section 5.4(b) of the Buyer Disclosure Letter.

Section 5.5    Litigation. There is no Action pending or, to the knowledge of Buyer, threatened against Buyer by or before any Governmental
Authority, nor are there any Orders that affect or bind any of them or any of their respective businesses, properties or assets which would not
reasonably be expected to, individually or in the aggregate, have a Buyer Material Adverse Effect.
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Section 5.6    Investigation by Buyer. Buyer has conducted its own independent review and analysis of the business, operations, assets, liabilities,
results of operations, financial condition, technology and prospects of the Genco Business and acknowledges that Buyer has been provided
access to personnel, properties, premises and records of the Genco Business for such purpose. In entering into this Agreement, Buyer has relied
upon, among other things, its due diligence investigation and analysis of the Companies and the Genco Business, and Buyer:

(a)  acknowledges and agrees that it has not been induced by and has not relied upon any representations or warranties, whether express or
implied, made by Parents or any of their respective directors, officers, shareholders, employees, affiliates, controlling persons, agents, advisors
or representatives (in each case other than Genco Holdings) that are not expressly set forth in Article III of this Agreement, whether or not any
such representations, warranties or statements were made in writing or orally, and acknowledges and agrees that all representations and
warranties made in Article III are made by CenterPoint and not Genco Holdings;

(b)  acknowledges and agrees that it has not been induced by and has not relied upon any representations or warranties, whether express or
implied, made by the Companies or any of their respective directors, officers, shareholders, employees, affiliates, controlling persons, agents,
advisors or representatives (in each case other than Parents) that are not expressly set forth in Article IV of this Agreement, whether or not any
such representations, warranties or statements were made in writing or orally, and acknowledges and agrees that all representations and
warranties made in Article IV are made by Genco Holdings and not CenterPoint;

(c)  acknowledges and agrees that none of Parents and the Companies or any of their respective directors, officers, shareholders, employees,
affiliates, controlling persons, agents, advisors or representatives makes or has made any representation or warranty, either express or implied, as
to the accuracy or completeness of any of the information provided or made available to Buyer or its directors, officers, employees, affiliates,
controlling persons, agents or representatives, including without limitation, any information included in the Confidential Information
Memorandum dated February 2004, as supplemented to the date of this Agreement, and any information, document, or material provided or
made available, or statements made, to Buyer (including its directors, officers, employees, affiliates, controlling persons, advisors, agents or
representatives) during site or office visits, in any �data rooms,� management presentations or supplemental due diligence information provided to
Buyer (including its directors, officers, employees, affiliates, controlling persons, advisors, agents or representatives) in connection with
discussions or access to management of the Genco Business or in any other form in expectation of the transactions contemplated by this
Agreement, in each case except, with respect to Parents and Genco Holdings, as applicable, to the extent reflected in the respective
representations and warranties of CenterPoint in Article III or Genco Holdings in Article IV (collectively, �Due Diligence Information�);

(d)  acknowledges and agrees that (i) the Due Diligence Information includes certain projections, estimates and other forecasts, and certain
business plan information, (ii) there are uncertainties inherent in attempting to make such projections, estimates and other forecasts and plans
and Buyer is familiar with such uncertainties, and (iii) Buyer is taking full responsibility for making its own evaluation of the adequacy and
accuracy of all projections, estimates and other forecasts and plans so furnished to it and any use of or reliance by Buyer on such projections,
estimates and other forecasts and plans shall be at its sole risk; and

(e)  agrees, to the fullest extent permitted by Law, that none of Parents, the Companies or any of their respective directors, officers, shareholders,
employees, affiliates, controlling persons, agents, advisors or representatives shall have any liability or responsibility whatsoever to Buyer or its
directors, officers, shareholders, employees, affiliates, controlling persons, agents, advisors or representatives on any basis (including, without
limitation, in contract or tort, under federal or state securities laws or otherwise) resulting from the furnishing to Buyer, or Buyer�s use of, any
Due Diligence Information, except for fraud or intentional misrepresentation.

Section 5.7    Brokers; Finders and Fees. No broker, finder, investment banker or other person whose fees or expenses would be payable by the
Parents or, prior to the STP Acquisition Closing, the Companies may be
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entitled to any brokerage, finder�s or other fee or commission in connection with the transactions contemplated by this Agreement based upon
arrangements made by or on behalf of Buyer.

Section 5.8    Buyer�s ERCOT Generation. Buyer and its affiliates do not directly or indirectly own, control or have under construction any
generating assets located in or capable of delivering electricity to the ERCOT Market. Neither Buyer nor its controlled affiliates have a present
intention to acquire or construct any generating assets located in or capable of delivering electricity to the ERCOT Market except through the
Companies.

Section 5.9    Ownership of Genco Holding Stock. Except as set forth in Section 5.9 of Buyer Disclosure Letter, as of the date of this Agreement,
neither Buyer nor any of its �affiliates� or �associates� (as those terms are defined under Rule 12b-2 under the Exchange Act) beneficially owns any
shares of Common Stock or any other security of Genco Holdings.

ARTICLE VI

COVENANTS OF THE PARTIES

Section 6.1    Covenants of Genco Holdings. During the period from the date of this Agreement to the STP Acquisition Closing, unless otherwise
expressly contemplated by this Agreement, as set forth in Section 6.1 of the Companies Disclosure Letter or required by applicable Law or
unless Buyer gives its prior written consent, which consent shall not be unreasonably withheld or delayed, Genco Holdings shall, and shall cause
each other Company to, (1) conduct its businesses only in, and not to take any action except in, the ordinary course of business, in a manner
consistent with past practice, in compliance with applicable Laws and in accordance with good utility practices and (2) preserve substantially
intact its business organization, to preserve its assets and properties in good repair and condition and to preserve its present relationships with
Governmental Authorities, customers, suppliers and other persons with which it has business relations. By way of amplification and not
limitation, during the period from the date of this Agreement to the STP Acquisition Closing, Genco Holdings agrees that no Company shall
directly or indirectly do, or propose, authorize or commit to do, any of the following, in each case unless otherwise expressly contemplated by
this Agreement, as set forth in Section 6.1 of the Companies Disclosure Letter or without the prior written consent of Buyer, which consent shall
not be unreasonably withheld or delayed:

(a)  amend or otherwise change any Company�s articles of incorporation or bylaws (or similar organizational documents);

(b)  except as required under a Contract in force as of the date of this Agreement, issue, deliver, sell, lease, sell and leaseback, pledge, license,
transfer, mortgage, encumber, dispose of or otherwise subject to any Lien (i) any Company Securities or (ii) any property or assets, whether
tangible or intangible, of any Company, other than assets sold, leased, pledged, licensed, transferred, disposed of or encumbered in the ordinary
course of business and in a manner consistent with past practice;

(c)  declare, set aside, make or pay any dividend or other distribution, payable in cash, stock or other equity interests, property or otherwise, with
respect to any of Company Securities other than (i) dividends by a direct or indirect wholly-owned subsidiary of Genco Holdings to its parent to
the extent required to fund the dividends referred to in clause (ii) or (iii) below, (ii) prior to the Public Company Merger Closing Date, regular
quarterly cash dividends with respect to the Common Stock, not in excess of $0.25 per share per quarter, in each case with usual declaration,
record and payment dates and otherwise in accordance with Genco Holdings� past dividend policy and (iii) following the Non-STP Acquisition
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(d)  reclassify, combine, split, subdivide or redeem, purchase or otherwise acquire, directly or indirectly, any of the Company Securities;
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(e)  repurchase, repay or incur any Indebtedness or issue any securities in respect of Indebtedness or assume, guarantee or endorse, or otherwise
as an accommodation become responsible for, the obligations or Indebtedness of any person, other than repayments in the ordinary course of
business and in a manner consistent with past practice under the revolving credit line under the Credit Agreement dated as of December 23, 2003
among Genco Holdings, Texas Genco GP, LLC, Texas Genco LP, LLC, Genco Services, Genco LP, various lenders and Deutsche Bank AG
New York Branch, as Administrative and Collateral Agent (as amended, modified or supplemented prior to the date of this Agreement or as
contemplated by Section 6.7(d), which amendments, modifications and supplements have been furnished to Buyer, the �Credit Agreement�) and
other than borrowings under the Overnight Bridge Loan, if any;

(f)  (i) make aggregate payments pursuant to the Company Affiliate Contracts set forth in Section 4.22 of the Companies Disclosure Letter, other
than any such payments prior to the Non-STP Acquisition Closing Date, not in excess of $3,000,000 per month, (ii) forgive any liabilities, debts
or obligations under any Company Affiliate Contract set forth in Section 4.22 of the Companies Disclosure Letter; (iii) take any action outside
the ordinary course of business consistent with past practice pursuant to any Company Affiliate Contracts set forth in Section 4.22 of the
Companies Disclosure Letter; or (iv) engage in or enter into any Company Affiliate Contract which would be required to be set forth in Section
4.22 of the Companies Disclosure Letter if in effect on the date of this Agreement;

(g)  (i) amend in any material respect, terminate, cancel or renew any Company Contract or enter into any Contract that would be a Company
Contract if in effect on the date of this Agreement, provided that, for the avoidance of doubt, to the extent any such Contract is entered into after
the date of this Agreement in accordance with this Agreement, such Contract shall be deemed to be a Company Contract for purposes of this
Agreement, (ii) acquire (including by merger, consolidation or acquisition of stock or assets) any assets (other than in the ordinary course of
business), business or any corporation, partnership, limited liability company, association or business organization or division thereof (other than
acquisitions prior to the Non-STP Acquisition Closing having an aggregate consideration of not more than $5,000,000) other than fuel, supplies,
maintenance materials and other inventory items in the ordinary course of business consistent with past practice, or (iii) except as set forth in
Section 6.1(g) of the Companies Disclosure Letter, authorize or make any capital expenditures, except such expenditures made prior to the
Non-STP Acquisition Closing Date in an amount not in excess of $5,000,000 individually or $25,000,000 in the aggregate;

(h)  amend, terminate, cancel or renew the Power Purchase Agreement or the agreements referred to in Section 6.18;

(i)  except as required by applicable Law (including, for the avoidance of doubt, ERCOT Market regulation), reactivate or enter into any
�reliability must run� Contract with respect to any generating plant that, as of the date of this Agreement, is shutdown or �mothballed�;

(j)  except to the extent required under applicable Law or the terms of any Company Plan existing as of the date of this Agreement, (i) increase
or otherwise amend the compensation or fringe benefits of any present or former director, officer or employee of any Company (except for
increases in salary or hourly wage rates, in the ordinary course of business consistent with past practice), (ii) grant any retention, severance or
termination pay to, or enter into, or amend, any employment, consulting or severance Contract with any present or former director, officer or
employee of any Company, (iii) loan or advance any money or other property to any present or former director, officer or employee of any
Company; (iv) establish, enter into, adopt, amend or terminate any Company Plan, any collective bargaining agreements identified on Section
4.12 of the Companies Disclosure Letter or any plan, agreement, program, policy, trust, fund or other arrangement that would be a Company
Plan if it were in existence as of the date of this Agreement; or (v) hire any new employees;

(k)  fail to maintain its books and records in accordance with GAAP in any material respect or, except as may be required as a result of a change
in Law or in GAAP, and subject to the establishment of the TGN Retirement Plan pursuant to Section 6.8(e) of this Agreement, change material
Tax, pension, regulatory or financial accounting policies, procedures, practices or principles used by it;
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(l)  make, change or rescind any material Tax election; fail to duly and timely file all material Tax Returns and other documents required to be
filed with any Governmental Authority, subject to timely extensions permitted by applicable Law; extend the statute of limitations with respect
to any Tax; or, except in the ordinary course of business, settle or compromise any material federal, state, local or foreign Tax liability;

(m)  waive, release, assign, settle or compromise any pending or threatened Action which is material, which relates to the transactions
contemplated hereby or which is brought by any current, former or purported holder of any Company Securities in such capacity;

(n)  adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring, recapitalization or other reorganization of
any Company;

(o)  pay, discharge or satisfy any material claims, liabilities or obligations (absolute, accrued, asserted or unasserted, contingent or otherwise),
other than the payment, discharge or satisfaction when due or otherwise in the ordinary course of business and consistent with past practice of
liabilities reflected or reserved against in the balance sheet or incurred in the ordinary course of business after March 31, 2004 and consistent
with past practice;

(p)  make any loans, advances or capital contributions (including any �keep well� or other Contract to maintain any financial statement condition
of another person) to, or investments in, any other person, except for loans, advances and capital contributions to Companies that are
wholly-owned by Genco Holdings and are in existence on the date of this Agreement (other than any loan by Genco LP or Genco Services);

(q)  other than in the ordinary course of business and in a manner consistent with past practice or as required by applicable Law, (i) modify in
any material respect the Trading Policies or any similar policy, other than modifications which are more restrictive to any Company, or (ii) enter
into any Contract or transaction related to any Derivative Product or any similar transaction (other than as permitted by the Trading Policies);

(r)  enter into, amend, terminate, cancel or renew any Contract or other transaction other than in the ordinary course of business and in a manner
consistent with past practice, as required by applicable Law, or otherwise that, individually or in the aggregate with all other Contracts or
transactions, would conflict with, violate or otherwise would not be permitted under the Trading Policies or any similar purchasing policy;

(s)  fail to maintain in full force and effect insurance policies covering the Companies and their respective properties, assets and businesses in a
form and amount consistent with good utility practice, including the Company Insurance Policies (except in the ordinary course of business to
the extent any such policies expire in accordance with their term and they are replaced with policies consistent with good utility practice) and to
promptly and diligently prosecute claims under such policies;

(t)  except to the extent required by applicable Law, take any action that would reasonably be expected to result in (i) any representation and
warranty of the Companies set forth in this Agreement (A) that is qualified as to materiality or Companies Material Adverse Effect becoming
untrue or (B) that is not so qualified becoming untrue in any material respect or (ii) any condition to the Public Company Merger set forth in
Article VII not being satisfied;
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(u)  fail to take any action that would reasonably be expected to, directly or indirectly, prevent or materially impair or delay the consummation of
the transactions contemplated hereby (except to the extent specifically permitted by Section 10.1); or

(v)  take, offer, propose to take or enter into or amend any Contract to take, offer or propose any of the actions described above in Sections
6.1(a) through 6.1(u).

Section 6.2    Access to Information.

(a)  From the date of this Agreement to the STP Acquisition Closing, Genco Holdings will, and will cause each other Company and its and their
respective officers, directors, employees, accountants, auditors,
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counsel, financial advisors and other agents and representatives (collectively, �Representatives�) to (i) give Buyer and its Representatives and
potential financing sources for the transactions contemplated by this Agreement reasonable access during normal business hours to the officers,
employees, agents, properties (including the South Texas Project), offices, plants and other facilities and to the books, personnel, Contracts and
records of Genco Holdings or any Company, (ii) permit Buyer to make such copies and inspections thereof as Buyer may reasonably request,
and (iii) furnish Buyer with such financial, trading, marketing and operating data and other information concerning the business, properties
(including the South Texas Project), Contracts, assets, liabilities, personnel and other aspects of any Company, as Buyer and its Representatives
and potential financing sources may from time to time reasonably request, provided, however, that any access to properties of the Companies
shall be conducted at Buyer�s expense, at a reasonable time, under the reasonable supervision of the Companies� personnel and in such a manner
as to not interfere unreasonably with the operation of the businesses of Genco Holdings or the Companies; provided, further, that Genco
Holdings shall not be required to provide access to any information (i) that is subject to attorney-client privilege to the extent doing so would
reasonably be expected to cause such privilege to be waived or (ii) that is subject to contractual prohibition against disclosure to the extent doing
so would violate such prohibition, it being agreed that Genco Holdings shall use its commercially reasonable efforts to seek to furnish any such
information in a manner that does not result in any such waiver or violation, including entering into joint defense agreements and obtaining
requisite consents.

(b)  All such information and access shall be subject to the terms and conditions of the letter agreements (collectively, the �Confidentiality
Agreement�) between the Investors and CenterPoint, until the STP Acquisition Closing Date, with respect to the STP Assets and Liabilities, and
until the Non-STP Acquisition Closing Date with respect to the Non-STP Assets and Liabilities. Notwithstanding anything to the contrary
contained in this Agreement, none of Parents, the Companies or any of their affiliates will have any obligation to make available or provide to
Buyer or its representatives a copy of any consolidated, combined or unitary Tax Return filed by Genco Holdings, or any of their affiliates, or
any related material other than any portions of such Tax Returns that relate to the Companies.

Section 6.3    Consents; Cooperation.

(a)  Each of Parents and Buyer shall cooperate, and use commercially reasonable efforts, to take, or cause to be taken, all actions, and to do, or
cause to be done, and to assist and cooperate with the other party in doing, all things necessary, proper or advisable to consummate and make
effective the transactions contemplated hereby as promptly as practicable, including, but not limited to making all filings and obtaining all
Approvals and third party consents necessary to consummate the transactions contemplated by this Agreement, provided, however, that, with
respect to the foregoing, (i) such efforts shall not require Parents, Merger Sub, the Companies, Buyer or any of their respective subsidiaries to
make any payment to obtain any such Approval or third-party consent, other than nominal transfer fees or filing fees and/or the costs and
expenses of third parties pursuant to the terms of any Contract, (ii) Parents, Merger Sub and the Companies shall not be permitted to consent to
any action or to make or offer to make any substantive commitment or undertaking or incur any liability or obligation with respect to the
Companies without the consent of Buyer, which shall not be unreasonably withheld and (iii) that, notwithstanding the foregoing, the actions of
Parents, Merger Sub, the Companies and Buyer with respect to filings, approvals and other matters (A) pursuant to the HSR Act and any local,
state, federal (other than the HSR Act) or foreign antitrust statute, antitrust law, antitrust regulation or antitrust rule applicable to Parents, the
Companies or Buyer (�Other Antitrust Regulations�) shall be governed by subsections (b), (c), (d) and (e) of this Section 6.3 and (B) related to
the NRC Approval shall be governed by Section 6.12 hereof.

(b)  CenterPoint and Buyer shall file with (i) the United States Federal Trade Commission (the �FTC�) and the United States Department of
Justice (the �DOJ�), the notification and report form required for the transactions contemplated by this Agreement and any supplemental
information requested in connection with such notification and report form pursuant to the HSR Act, and (ii) any other applicable Governmental
Authority, all filings, reports, information and documentation required for the consummation of the transactions contemplated by this Agreement
pursuant to the Other Antitrust Regulations. Each of CenterPoint and Buyer shall furnish to each other�s counsel such necessary information and
reasonable assistance as the other party may
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reasonably request in connection with its preparation of any filing or submission that is necessary under the HSR Act and Other Antitrust
Regulations. Each of CenterPoint and Buyer shall consult with each other as to the appropriate time of making such filings and submissions and
shall use commercially reasonable efforts to make such filings and submissions at the agreed upon time.

(c)  Each of Parents, the Companies and Buyer shall keep each other apprised of the status of any communications with, and any inquiries or
requests for additional information from, the FTC and the DOJ and other governmental or regulatory entities and shall comply promptly by
responding to any such inquiry or request.

(d)  Each of Parents, the Companies and Buyer shall use commercially reasonable efforts to vigorously defend, lift, mitigate and rescind the
effect of any Action materially and adversely affecting this Agreement or the ability of the parties to consummate the transactions contemplated
by this Agreement, including promptly appealing any adverse Order.

(e)  Prior to the date specified in Section 10.1(b) (as it may be extended pursuant thereto), each of Genco Holdings and Buyer shall take any and
all steps necessary to avoid or eliminate each and every impediment under the HSR Act and any Other Antitrust Regulations that may be
asserted by any Governmental Authority with respect to the transactions contemplated by this Agreement so as to enable the Public Company
Merger Closing, the Non-STP Acquisition Closing and the STP Acquisition Closing to occur as soon as reasonably possible, including
proposing, negotiating, committing to and effecting, by consent decree, hold separate order or otherwise, the sale, divestiture or disposition of
such assets or businesses of Buyer or any of its subsidiaries or otherwise take or commit to take any action that limits its freedom of action with
respect to, or its ability to retain, any of the businesses, product lines or assets of Buyer or its subsidiaries, as may be required in order to avoid
the entry of, or to the effect the dissolution of, any injunction, temporary restraining order or other order in any suit or proceeding, which would
otherwise have the effect of preventing or delaying the Public Company Merger Closing, the Non-STP Acquisition Closing or the STP
Acquisition Closing. At the request of CenterPoint, Buyer shall agree to divest, hold separate or otherwise take or commit to take any action that
limits its freedom of action with respect to, or its ability to retain, any of the businesses or assets of Buyer or any of its subsidiaries, provided that
(i) any such action may be conditioned upon the consummation of the transactions contemplated by this Agreement and (ii) any such actions do
not and would not reasonably be expected to have, individually or in the aggregate, a Companies Material Adverse Effect.

(f)  With respect to any agreements for which any required Approval or third-party consent is not obtained prior to the Public Company Merger
Closing Date, the Non-STP Acquisition Closing or the STP Acquisition Closing Date, as applicable, Parents, the Companies and Buyer will each
use commercially reasonable efforts to obtain any such consent or approval after such date until such consent or approval has been obtained and
Parents will provide Buyer or, after the STP Acquisition Closing Date, any Company, with the same benefits arising under such agreements,
including performance by either Parent as agent, if legally and commercially feasible, provided that Buyer will provide Parents with such access
to the premises, books and records and personnel as is necessary to enable Parents to perform their obligations under such agreements and Buyer
shall pay or satisfy the corresponding liabilities for the enjoyment of such benefits to the extent Buyer would have been responsible therefor if
such consent or approval had been obtained.

(g)  Parents and Genco Holdings shall keep Buyer reasonably apprised of the status of matters relating to the completion of the transactions
contemplated hereby and shall promptly furnish Buyer with copies of all notices or other communications received by Parents or by any
Company or its or their Representatives from any third party and/or any Governmental Authorities with respect to the transactions contemplated
hereby. Parents and Genco Holdings shall promptly furnish to Buyer such necessary information and reasonable assistance as Buyer may request
in connection with the foregoing and shall promptly provide counsel for Buyer with copies of all filings made by Parents or the Companies, and
all correspondence between Parents or the Companies (and their respective Representatives) with any Governmental Authority and any other
information supplied by Parents and
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any Company (and their respective Representatives) to a Governmental Authority in connection herewith and the transactions contemplated
hereby. Parents and Genco Holdings shall, subject to applicable Law, permit counsel for Buyer reasonable opportunity to review in advance, and
consider in good faith the views of Buyer in connection with, any proposed written communication by Parents or the Companies to any
Governmental Authority. Parents, Merger Sub and Genco Holdings agree not to participate, or to permit any Company to participate, in any
substantive meeting or discussion, either in person or by telephone, with any Governmental Authority in connection herewith and the
transactions contemplated hereby unless it consults with Buyer in advance and, to the extent not prohibited by such Governmental Authority,
gives Buyer and its counsel the opportunity to attend and participate.

(h)  Buyer shall keep CenterPoint and Genco Holdings reasonably apprised of the status of matters relating to the completion of the transactions
contemplated hereby and shall promptly furnish CenterPoint and Genco Holdings with copies of all notices or other communications received by
Buyer or its Representatives from any third party and/or any Governmental Authorities with respect to the transactions contemplated hereby,
other than with respect to the Debt Financing for which Buyer�s obligations shall be governed by Section 6.7(a). Buyer shall promptly furnish to
CenterPoint and Genco Holdings such necessary information and reasonable assistance as CenterPoint and Genco Holdings may request in
connection with the foregoing and shall promptly provide counsel for CenterPoint and Genco Holdings with copies of all filings made by Buyer,
and all correspondence between Buyer (and its Representatives) with any Governmental Authority and any other information supplied by Buyer
(and its Representatives) to a Governmental Authority in connection herewith and the transactions contemplated hereby. Buyer shall, subject to
applicable Law, permit counsel for CenterPoint and Genco Holdings reasonable opportunity to review in advance, and consider in good faith the
views of CenterPoint and Genco Holdings in connection with, any proposed written communication by Buyer to any Governmental Authority.
Buyer agrees not to participate in any substantive meeting or discussion, either in person or by telephone, with any Governmental Authority in
connection herewith and the transactions contemplated hereby unless it consults with CenterPoint and Genco Holdings in advance and, to the
extent not prohibited by such Governmental Authority, gives CenterPoint and Genco Holdings and its respective counsel the opportunity to
attend and participate.

(i)  In the event and for so long as Buyer actively is prosecuting, contesting or defending any Action against a third party in connection with (i)
any transactions contemplated under this Agreement or (ii) any fact, situation, circumstance, status, condition, activity, practice, plan,
occurrence, event, incident, action, failure to act, or transaction involving the Companies arising out of or related to facts or events, existing prior
to the STP Acquisition Closing, the Parents shall, and shall cause their respective affiliates to, cooperate with Buyer and, after the STP
Acquisition Closing, the Companies and their counsel in the prosecution, contest or defense, make available its personnel, and provide such
testimony and access to its books and records and facilities as shall be reasonably necessary in connection with the prosecution, contest or
defense, all at the sole control, cost and expense of the Companies.

(j)  Genco Holdings shall use its reasonable best efforts to obtain from the IRS prior to the STP Acquisition Closing (i) a ruling that the indirect
transfer of the assets of the Qualified Decommissioning Fund pursuant to this Agreement is not a taxable event and (ii) a ruling that Genco
Holdings will continue to be entitled to make tax-deductible contributions to the Qualified Decommissioning Fund after the STP Acquisition
Closing. Parent and Genco Holdings shall keep Buyer apprised of the status of any communications with, and any inquiries or requests for
additional information from, the IRS with respect to such rulings and shall promptly respond to any such inquiry or request.

Section 6.4    Commercially Reasonable Efforts. Each of Parents, Genco Holdings and Buyer shall cooperate, and use commercially reasonable
efforts to take, or cause to be taken, all action, and to do, or cause to be done, all things necessary, proper or advisable under applicable Laws to
consummate the transactions contemplated by this Agreement. Without limiting the foregoing, after the Non-STP Acquisition Closing, each of
the parties at the reasonable request of the other shall execute and deliver, or cause to be executed and delivered,
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such assignments, deeds, bills of sale and other instruments of transfer as any party reasonably may request as necessary, proper or advisable in
order to effect or further evidence the Non-STP Acquisition and the other transactions contemplated thereby. In addition, at the STP Acquisition
Closing, Parents shall deliver, or cause to be delivered, to Buyer all minute books, stock record books (or similar registries) and corporate (or
similar) records and seals of the Companies held by Parents or their respective affiliates (other than the Companies) or otherwise not in the
possession of the Companies, other than such items delivered in connection with the Non-STP Acquisition.

Section 6.5    Public Announcements. Prior to the STP Acquisition Closing, except as otherwise agreed to by the parties, the parties shall not
issue any report, statement or press release or otherwise make any public statements with respect to this Agreement and the transactions
contemplated by this Agreement, except as described in the following sentence and in the reasonable judgment of the party may be required by
Law (including in connection with regulatory proceedings) or in connection with its obligations as a publicly-held, exchange-listed or
Nasdaq-quoted company, in which case the parties will use their commercially reasonable efforts to reach mutual agreement as to the language
of any such report, statement or press release. Upon the execution of this Agreement and upon each of the Public Company Merger Closing, the
Non-STP Acquisition Closing and the STP Acquisition Closing, the parties will consult with each other with respect to the issuance of a joint
report, statement or press release with respect to this Agreement and the transactions contemplated by this Agreement.

Section 6.6    Tax Matters.

(a)  No Election Under Section 338(h)(10). CenterPoint and Buyer agree that they will not make a joint election under Section 338(h)(10) of the
Code or under any comparable provision of state or local Law (an �Election�) with respect to the STP Acquisition.

(b)  Indemnification.

(i)  Parents� Indemnification of Buyer. Notwithstanding anything in the Spin-off Separation Agreement to the contrary, Parents shall indemnify
Buyer and the Companies from, against and in respect of any (A) Taxes (as defined in Section 6.6(n) of this Agreement) with respect to the
Non-STP Assets and Liabilities for any Taxable period ending on or prior to the Non-STP Acquisition Closing Date and the portion of any
Straddle Period ending on the Non-STP Acquisition Closing Date (determined in accordance with the provisions of paragraph (c) below), (B)
Taxes imposed on any Company (including, without limitation, any Taxes attributable to the Non-STP Acquisition or the Genco LP Division)
for any Taxable period ending on or prior to the STP Acquisition Closing Date and the portion of any Straddle Period ending on the STP
Acquisition Closing Date (determined in accordance with the provisions of paragraph (c) below), (C) Taxes for which any Company may be
liable under Treasury Regulation Section 1.1502-6 (or any corresponding provision of state, local or foreign Law), as a member of an affiliated,
consolidated or combined group, (D) Taxes of any other person for which any Company may be liable as a transferee or successor, by contract
or otherwise, (E) Taxes resulting from any obligation under, any Tax sharing, Tax indemnity or similar contract and (F) any Transfer Taxes (as
defined below) for which either Parent is liable under Section 6.6(f) of this Agreement.

(ii)  Buyer�s Indemnification of Parents. Buyer shall indemnify Parents from, against and in respect of any liability of Parents or their
subsidiaries for any (A) Taxes with respect to the Non-STP Assets and Liabilities for any Taxable period beginning after the Non-STP
Acquisition Closing Date and the portion of any Straddle Period beginning after the Non-STP Acquisition Closing Date (determined in
accordance with the provisions of paragraph (c) below), (B) Taxes imposed on any Company for any Taxable period beginning after the STP
Acquisition Closing Date and the portion of any Straddle Period beginning after the STP Acquisition Closing Date (determined in accordance
with the provisions of paragraph (c) below); and (C) Transfer Taxes for which Buyer is liable under Section 6.6(f) of this Agreement.
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(c)  Computation of Tax Liabilities; Proration of Taxes and Earnings and Profits. To the extent permitted by applicable Law or administrative
practice, the taxable years of the Companies shall end on and include the Non-STP Acquisition Closing Date with respect to any Company
acquired (directly or indirectly) by Buyer on such date or STP Acquisition Closing Date with respect to any Company acquired (directly or
indirectly) by Buyer on such date. Whenever it is necessary to determine the liability for Taxes, or the earnings and profits, for a portion of a
taxable year or period that begins before and ends after, as applicable, the Non-STP Acquisition Closing Date or the STP Acquisition Closing
Date (the �Applicable Closing Date�) (a �Straddle Period�), the determination of the Taxes or the earnings and profits for the portion of the year or
period ending on, and the portion of the year or period beginning after, the Applicable Closing Date shall be determined by assuming that the
taxable year or period ended on and included the Applicable Closing Date, except that exemptions, allowances or deductions that are calculated
on an annual basis and annual property taxes shall be prorated on the basis of the number of days in the annual period elapsed through the
Applicable Closing Date as compared to the number of days in the annual period elapsing after the Applicable Closing Date. Notwithstanding
anything to the contrary herein, any franchise Tax paid or payable with respect to any Company shall be allocated to the taxable period during
which the income, operations, assets or capital comprising the base of such Tax is measured, regardless of whether the right to do business for
another taxable period is obtained by the payment of such franchise Tax.

(d)  Tax Returns.

(i)  Parents shall prepare, or cause to be prepared, in accordance with past practice unless otherwise required by applicable Law, and file or cause
to be filed when due Tax Returns with respect to the Companies for any taxable period, or portion thereof, ending on or before the STP
Acquisition Closing Date which are required or permitted by applicable Law or administrative practice to be filed with respect to a taxable
period, or portion thereof, ending on or before the STP Acquisition Closing Date.

(ii)   Buyer shall prepare, or cause to be prepared, and file or cause to be filed when due all other Tax Returns with respect to the Companies
required to be filed with respect to a taxable period, or portion thereof, ending after the STP Acquisition Closing Date.

(iii)  If either Buyer or Parents may be liable for any material portion of the Tax payable in connection with any Tax Return to be filed by the
other (or any item reported on such Tax Return is likely to affect the Tax liability of such party), the party responsible under this Agreement for
filing such return (the �Preparer�) shall prepare and deliver to the other party (the �Payor�) a copy of such return and any schedules, work papers
and other documentation then available that are relevant to the preparation of the portion of such return for which the Payor is or may be liable
under this Agreement not later than 45 days before the Due Date (as defined in Section 6.6(n) of this Agreement). The Preparer shall not file
such return until the earlier of either the receipt of written notice from the Payor indicating the Payor�s consent thereto, or the Due Date.

The Payor shall have the option of providing to the Preparer, at any time at least 15 days prior to the Due Date, written instructions as to how the
Payor wants any, or all, of the items for which it may be liable (or any item that is likely to affect the Tax liability of such party) reflected on
such Tax Return. The Preparer shall, in preparing such return, cause the items for which the Payor is liable under this Agreement to be reflected
in accordance with the Payor�s instructions (unless, in the opinion of a partner of a nationally recognized law firm retained by the Preparer,
complying with the Payor�s instructions would likely subject the Preparer to any criminal penalty or to civil penalties under sections 6662
through 6664 of the Code or similar provisions of applicable state, local or foreign Law) and, in the absence of having received such
instructions, in accordance with past practice.

If the Preparer fails to satisfy its obligations under this Section 6.6(d), the Payor shall have no obligation to indemnify the Preparer for any Taxes
which are reflected on any such return or any related loss, and shall retain any and all remedies it may otherwise have which arise out of such
failure.
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(e)  Contest Provisions.

(i)  Notification of Contests. Each of Buyer, on the one hand, and Parents, on the other hand (the �Recipient�), shall notify the chief tax officer (or
other appropriate person) of Parents or Buyer, as the case may be, in writing within 15 days of receipt by the Recipient of written notice of any
pending or threatened audits, adjustments or assessments (a �Tax Audit�) which are likely to affect the liability for Taxes of such other party. If
the Recipient fails to give such prompt notice to the other party, it shall not be entitled to indemnification for any Taxes arising in connection
with such Tax Audit to the extent that such failure to give notice adversely affects the other party�s right to participate in the Tax Audit.

(ii)  Which Party Controls.

(a)  Parents� Items. If such Tax Audit relates to any taxable period, or portion thereof, ending on or before the Applicable Closing Date or for
any Taxes for which Parents are liable in full under this Agreement, Parents shall, at their expense, control the defense and settlement of such
Tax Audit.

(b)  Buyer�s Items. If such Tax Audit relates to any taxable period, or portion thereof, beginning on or after the Applicable Closing Date or for
any Taxes for which Buyer is liable in full under this Agreement, Buyer shall, at its expense, control the defense and settlement of such Tax
Audit.

(c)  Combined and Mixed Items. If such Tax Audit relates to Taxes for which both Parents and Buyer are liable under this Agreement, to the
extent practicable such Tax Items (as defined in Section 6.6(n) of this Agreement) will be distinguished and each party will control the defense
and settlement of those Taxes for which it is so liable. If such Tax Audit relates to a taxable period, or portion thereof, beginning before and
ending after the Applicable Closing Date and any Tax Item cannot be identified as being a liability of only one party or cannot be separated from
a Tax Item for which the other party is liable, Parents, at their expense, shall control the defense and settlement of the Tax Audit, provided that
such party defends the items as reported on the relevant Tax Return and provided further that no such matter shall be settled without the written
consent of both parties, not to be unreasonably withheld.

(d)  Participation Rights. Any party whose liability for Taxes may be affected by a Tax Audit shall be entitled to participate at its expense in
such defense and to employ counsel of its choice at its expense and shall have the right to consent to any settlement of such Tax Audit, (such
consent not to be unreasonably withheld) to the extent that such settlement would have an adverse effect for a period for which that party is
liable for Taxes, under this Agreement or otherwise.

(f)  Transfer Taxes. All excise, sales, use, transfer (including real property transfer or gains), stamp, documentary, filing, recordation and other
similar taxes, together with any interest, additions or penalties with respect thereto and any interest in respect of such additions or penalties,
resulting directly from the Non-STP Acquisition or the STP Acquisition (the �Transfer Taxes�), shall be shared equally by Parents and Buyer.
Notwithstanding Section 6.6(d) of this Agreement, which shall not apply to Tax Returns relating to Transfer Taxes, any Tax Returns that must
be filed in connection with Transfer Taxes shall be prepared and filed when due by the party primarily or customarily responsible under the
applicable local Law for filing such Tax Returns, and such party will use its commercially reasonable efforts to provide such Tax Returns to the
other party at least 10 days prior to the Due Date for such Tax Returns.
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(g)  Buyer�s Claiming, Receiving or Using of Refunds and Overpayments. If, after the STP Acquisition Closing Date, Buyer or any Company (i)
receives any refund or (ii) actually utilizes the benefit of any overpayment of Taxes which, in each case (i) and (ii), (A) relates to Taxes paid by
Parents or any Company with respect to a taxable period, or portion thereof, ending on or before the STP Acquisition Closing Date, or (B) is the
subject of indemnification by Parents under this Agreement, Buyer shall promptly transfer, or cause to be transferred, to Parents the entire
amount of the refund or overpayment (including interest, if any, received from the Taxing Authority with respect to such refund) received or
actually utilized by Buyer or any Company (net of any tax thereon), provided, however, that any refund or tax benefit related to the carryback of
any Tax Item of
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any Company from a taxable period beginning after the STP Acquisition Closing Date to a taxable period ending on or before the STP
Acquisition Closing Date to the extent permitted by Section 6.6(h) shall be for the account of Buyer. Buyer agrees to notify Parents within 15
days following the receipt of any such refund or actual utilization of any such overpayment.

(h)  Buyer shall make, and shall cause the Companies to make, elections under Section 172(b)(3) and any other applicable provision of the Code
and the Treasury Regulations promulgated thereunder, and under any comparable provision of any state, local or foreign tax law in any state,
locality or foreign jurisdiction in which any Company files a combined, consolidated or unitary return with Parents, to relinquish the entire
carryback period with respect to any Tax Item of any Company arising in any taxable period beginning after the STP Acquisition Closing Date
that could be carried back to a taxable year of such Company ending on or before the STP Acquisition Closing Date; provided, however, that
with respect to any such item for which an election cannot be made under applicable Law, Parents shall be required to pay to Buyer or the
applicable Company thereof any Tax refund received or credit utilized that results solely from such carryback net of any costs of Seller in
procuring such Tax refund or credit. To the extent permitted by this Section 6.6(h), Parents shall permit Buyer or any Company to (or, with
respect to consolidated, combined or unitary income taxes, Parents shall at Buyer�s request) amend and file any Tax Return filed by or including
any Company in order to carryback any Tax Item of any Company from a taxable period beginning after the STP Acquisition Closing Date to a
taxable period ending on or before the STP Acquisition Closing Date.

(i)  Resolution of All Tax-Related Disputes. In the event that Parents and Buyer cannot agree on the calculation of any amount relating to Taxes
or the interpretation or application of any provision of this Agreement relating to Taxes, such dispute shall be resolved by a partner at a
nationally recognized law firm or nationally recognized accounting firm mutually acceptable to Parents and Buyer, whose decision shall be final
and binding upon all persons involved and whose expenses shall be shared equally by Parents and Buyer.

(j)  Post-Closing Actions Which Affect Liability for Taxes.

(a)  Buyer shall not permit any Company to take any action on or after the Applicable Closing Date which could materially increase Parents�
liability for Taxes (including any liability of Parents to indemnify Buyer and the Companies for Taxes under this Agreement). Parents shall not
take any action on or after the Applicable Closing Date which could materially increase Buyer�s or any Company�s liability for Taxes (including
any liability of Buyer or any Company to indemnify Parents for Taxes under this Agreement).

(b)  Except to the extent required by applicable Law, or as provided in Sections 6.6(g) and (h), neither Buyer, Parents, any Company nor any
affiliate of any of them shall, without the prior written consent of the other party, amend any Tax Return (with respect to any Tax Item of any
Company) filed by, or with respect to, any Company or any of their subsidiaries for any taxable period, or portion thereof, beginning before the
Applicable Closing Date.

(k)  Assistance and Cooperation. The parties agree that, after the Applicable Closing Date:

(i)  Each party shall assist (and cause their respective affiliates to assist) the other party in preparing any Tax Returns which such other party is
responsible for preparing and filing;

(ii)  The parties shall cooperate fully in preparing for any Tax Audits, or disputes with taxing authorities, relating to any Tax Returns or Taxes of
any Company, including providing access to relevant books and records relating to Taxes at issue;
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(iii)  The parties shall make available to each other and to any taxing authority as reasonably requested all relevant books and records relating to
Taxes;

(iv)  Each party shall promptly furnish the other party with copies of all relevant correspondence received from any taxing authority in
connection with any Tax Audit or information request relating to Taxes for which such other party may have an indemnification obligation
under this Agreement; and
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(v)  Except as otherwise provided in this Agreement, the party requesting assistance or cooperation shall bear the other party�s out-of-pocket
expenses in complying with such request to the extent that those expenses are attributable to fees and other costs of unaffiliated third-party
service providers.

(l)  This Section 6.6 alone shall govern the procedure for all Tax indemnification claims.

(m)  The Tax Allocation Agreement by and among CenterPoint Energy, Inc. and its Affiliated Companies and Texas Genco Holdings, Inc. and
its Affiliated Companies dated as of August 31, 2002 (the �Tax Allocation Agreement�), shall remain in effect until (i) the Non-STP Acquisition
Closing Date, with respect to any Company acquired (directly or indirectly) by Buyer on such date or (ii) the STP Acquisition Closing Date,
with respect to any Company acquired (directly or indirectly) by Buyer on such date, at which time such agreement, and any other Tax sharing
agreement or arrangements, written or unwritten, binding any Company shall terminate. Notwithstanding the foregoing, unless the transactions
contemplated by this Agreement are terminated, no payments shall be made by Genco Holdings or any other Company under the Tax Allocation
Agreement or any Tax sharing agreements or arrangements, other than payments with respect to current Taxes payable imposed in the ordinary
course of business for the current taxable period (the �Permitted Payments�)(for the avoidance of doubt, such Permitted Payments shall exclude
(A) any Taxes relating to the Non-STP Acquisition or the Genco LP Division and (B) any adjustments which would otherwise be made to Taxes
paid under such Tax Allocation Agreement by Genco Holdings or any other Company for prior periods), and provided, however that any
Permitted Payments that would not have been due under the terms of the Tax Allocation Agreement until after the Non-STP Acquisition Closing
Date or STP Acquisition Closing Date, as applicable, shall be paid on the date set forth in such Tax Allocation Agreement (notwithstanding the
fact that such Tax Allocation Agreement may have been previously terminated pursuant to this Section 6.6(m)).

(n)  For purposes of this Agreement, �Tax� or �Taxes� shall mean taxes (other than the Transfer Taxes) of any kind, levies or other like assessments,
customs, duties, imposts, charges or fees, including income taxes, gross receipts, ad valorem, value added, excise, real or personal property,
asset, sales, use, license, payroll, transaction, capital, net worth, franchise, withholding, estimated, social security, utility, workers� compensation,
severance, production, unemployment compensation, occupation, premium, windfall profits, transfer and gains taxes, unclaimed property and
escheat obligations, franchise fees, street rentals, right-of-way fees and any other fees or impositions related to the use or occupancy of public
rights of way or other governmental taxes imposed by or payable to the United States, or any state, county, local or foreign government or
subdivision or agency thereof, together with any interest, penalties or additions with respect thereto and any interest in respect of such additions
or penalties; �Due Date� shall mean, with respect to any Tax Return, the date such return is due to be filed (taking into account any valid
extensions); �Tax Item� shall mean, with respect to Taxes, any item of income, gain, deduction, loss or credit or other tax attribute �Tax Return�
shall mean any return, declaration, report, claim for refund or information return or statement relating to Taxes, including any schedule or
attachment thereto, and including any amendment thereof.

Section 6.7    Debt Financing.

(a)  Parents and Genco Holdings agree to provide, and shall cause each Company and their respective Representatives to provide, all cooperation
reasonably requested by Buyer and necessary in connection with the arrangement of the Debt Financing, including (i) participation in meetings,
drafting sessions, due diligence sessions, management presentation sessions, �road shows� and sessions with rating agencies, (ii) preparation by
Genco Holdings of business projections, financial statements, offering memoranda, private placement memoranda, prospectuses and similar
documents and (iii) execution and delivery by the Companies of any underwriting or placement agreements, pledge and security documents,
other definitive financing documents, including any indemnity agreements, or other requested certificates or documents, including a certificate
of the chief financial officers of any Company with respect to solvency matters, comfort letters of accountants, consents of accountants for use
of their reports in any materials relating to the financing to be used in connection with the transactions contemplated by this Agreement, legal
opinions, engineering reports, environmental reports, surveys and title insurance as may be reasonably requested by Buyer, provided, however,
that no such agreements or
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documents shall impose any monetary obligation or liability (i) on the Companies (excluding, for the avoidance of doubt, the Non-STP Assets
and Liabilities in any Company acquired in the Non-STP Acquisition) prior to the STP Acquisition Closing other than payment obligations
under the Overnight Bridge Loan, or (ii) on CenterPoint or any of its affiliates other than the Companies. Parents and Genco Holdings shall use
commercially reasonable efforts to cause Deloitte & Touche LLP, the independent auditors of the Companies, to provide any unqualified
opinions, consents or customary comfort letters with respect to the financial statements needed in connection with the Debt Financing. Genco
Holdings agrees to allow Buyer�s accounting representatives the opportunity to review the financial statements in draft form and to allow such
representatives access to each Company and supporting documentation with respect to the preparation of such financial statements and to use
commercially reasonable efforts to cause its independent auditors to provide reasonable access to their working papers relating to procedures
performed with respect to such financial statements. Buyer shall keep CenterPoint reasonably apprised of the status of all material matters
relating to the arrangement of the Debt Financing and shall give CenterPoint and Genco Holdings prompt written notice of (i) any material
breach by any party of the Debt Financing Letter (or any definitive agreements entered into pursuant thereto) or (ii) any termination of the Debt
Financing Letter.

(b)  Without limiting the generality of the provisions of Section 6.7(a), to the extent reasonably required in connection with the Debt Financing,
Genco Holdings shall use commercially reasonable efforts to provide, or cause each of the Company and their respective Representatives to
provide, the following:

(i)  (1) for each tract of Real Property constituting a power generating site and the power generating assets located thereon owned by one of the
Companies (�Plant Real Property�), and for the Energy Development Center, Texas standard form owner�s (with respect to the portion thereof
constituting Owned Real Property) and leasehold (with respect to the portion thereof constituting Leased Real Property) title insurance policies
and, if applicable, a Texas standard form mortgagee�s policy of title insurance reasonably satisfactory to Buyer�s sources of Debt Financing
(�Buyer�s Lender�) from one or more nationally recognized title companies satisfactory to Buyer, Genco Holdings and CenterPoint (the �Title
Company�), with each such policy (A) dated as of the Public Company Merger Closing Date, (B) in an amount reasonably acceptable to Buyer,
(C) accompanied by copies of all documents referenced as exceptions to title, (D) insuring good, valid and indefeasible fee simple title to the
Owned Real Property and good, valid and indefeasible leasehold interest in the Leased Real Property in one of the Companies subject only to the
Permitted Liens and such matters as may be reasonably requested by Buyer, (E) naming such Company as �insured� and (F) containing such other
available endorsements (including, without limitation, non-imputation endorsements) and affirmative coverages as Buyer may reasonably
request, and (2) duly executed affidavits and other documents executed by the Companies, consistent with local practice, as are necessary to
induce the Title Company to issue the policies, endorsements and affirmative coverages described in the manner set forth above in subclause (1);

(ii)  a new or recertified survey for each Plant Real Property and the Energy Development Center (a �Survey�) of the type and with such detail as a
reasonably prudent financial institution making a project financing loan for existing electric power generating plants would require (the �Survey
Standard�), prepared or recertified on or after the date of this Agreement by land surveyors licensed in the states in which the Owned Real
Property is located, which Surveys have been certified or recertified by said surveyors to each Company, Buyer, Buyer�s Lender and, to the
extent necessary to satisfy the Survey Standard set forth above, show the following items: (A) no material violation of any setback or building
line requirement (whether such requirements are imposed by Law or deed or plat), unless the Title Company is willing and able to insure over
such violation; (B) no material encroachment by improvements located on adjoining properties onto any material portion of any Plant Real
Property or the Energy Development Center, or by improvements located on any material portion of Plant Real Property or the Energy
Development Center, onto adjoining properties, easements, utilities or rights of way, unless the Title Company is willing and able to insure over
such encroachment; (C) adequate means of ingress and egress to and from each Plant Real Property or the Energy Development Center; and (D)
the CEHE Land (if any) adjacent to each tract of Owned Real Property constituting Plant Real Property;
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(iii)  a current estoppel certificate, in form reasonably satisfactory to Buyer, for each Lease, from each lessor thereunder; and

(iv)  for all Real Property other than Plant Real Property and the Energy Development Center, such evidence of title as a reasonably prudent
financial institution making a project financing loan for an existing portfolio of electric power generating assets would require.

(c)  Buyer shall use commercially reasonable efforts to arrange the Debt Financing on the terms and conditions described in the Debt Financing
Letter, including using commercially reasonable efforts (i) to negotiate definitive agreements with respect thereto on the terms and conditions
contained therein and (ii) to satisfy all conditions applicable to Buyer in such definitive agreements that are within its control. In the event any
portion of the Debt Financing becomes unavailable in the manner or from the sources contemplated in the Debt Financing Letter, Buyer shall
use commercially reasonable efforts to arrange any such portion from alternative sources on terms and conditions which are, in the reasonable
judgment of Buyer, comparable or more favorable (to Buyer) in the aggregate thereto, and to the extent that any terms and conditions are not set
forth in the Debt Financing Letter, on terms and conditions reasonably satisfactory to Buyer.

(d)  CenterPoint and Genco Holdings shall use commercially reasonable efforts to obtain any waivers, amendments, modifications or
supplements necessary in connection with the transactions contemplated by this Agreement to the Credit Agreement or the Credit Agreement,
dated October 7, 2003, among CenterPoint, as Borrower, and JPMorgan Chase Bank, as Administrative Agent.

(e)  All documented out-of-pocket costs and expenses reasonably incurred by Parents or the Companies in complying with Sections 6.7(a), (b) or
(c) shall be paid by Buyer, unless this Agreement is terminated prior to the Public Company Merger Effective Time (i) under circumstances in
which Buyer would have the right to terminate this Agreement under Section 10.1(c) or (ii) as a result of the failure of the conditions set forth in
Section 8.3(a) or 8.3(b) to be satisfied. All documented out-of-pocket costs and expenses incurred reasonably by Genco Holdings in complying
with Section 6.7(d) shall be paid by CenterPoint.

Section 6.8    Employees; Employee Benefits.

(a)  On or as soon as reasonably practicable following the execution of this Agreement, Genco Holdings shall provide Buyer with a true and
complete list (which shall be confirmed and adjusted as necessary five (5) days prior to the Non-STP Acquisition Closing Date or, in the case of
the employees listed on Section 6.8(a) of the Companies Disclosure Letter (the �Scheduled Employees�), the STP Acquisition Closing Date) of (i)
all individuals who are employed by the Companies on a full-time, permanent or part-time basis principally at or with respect to the business of
the Companies immediately prior to the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition
Closing Date (such individuals hereinafter referred to as the �Active Company Employees�), which list shall include each Active Company
Employee�s name, position, hourly wage rate or salary, total compensation (including incentive and similar compensation), the Company by
which such Active Company Employee is employed, and the vacation time to which each employee is entitled (for purposes of Section 6.8(b)),
and (ii) all individuals who are employees of the Companies on a full-time, permanent or part-time basis and are on a leave of absence (due to
sickness, disability or any other reason) immediately prior to the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees,
the STP Acquisition Closing Date (such individuals hereinafter referred to as the �Employees on Leave�), which list shall include the same
information provided in clause (i) for Active Company Employees. The parties agree that an Employee on Leave who returns to active
employment with the Companies at his or her former work location not later than twelve (12) weeks from the Non-STP Acquisition Closing
Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date (or such later date as required by Law) shall be considered
an Active Company Employee as of the date such individual returns to active employment with a Company at his or her former work location.
None of the Companies, Buyer or Buyer�s affiliates shall have any obligation under this Agreement to continue the employment of any Active
Company Employee or Employee on Leave following

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 262



A-41

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 263



Table of Contents

the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date. Parents shall retain all
responsibility and liability for any wages, compensation or benefits for any individual employee while such individual is an Employee on Leave
until (and if) such individual becomes an Active Company Employee.

(b)  From and after the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date, Buyer
and its affiliates will honor in accordance with their terms and this Agreement the executive, employment and other agreements and
arrangements set forth in Section 6.8(b) of the Companies Disclosure Letter, as of the date of this Agreement, between a Company and certain
employees and former employees thereof, and all of the Plans; provided, however, that nothing herein shall preclude any change in any Plan,
including termination of any Plan, effective on a prospective basis, and consistent with applicable Law. Beginning immediately after the
Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date, any Employee Welfare
Benefit Plan or material fringe benefit including vacation pay or paid sick leave, that Buyer maintains, contributes to or participates in
(collectively, �Buyer Employee Benefit Plans�) shall be made available to each Active Company Employee when, and on the same terms and
conditions, such Buyer Employee Benefit Plan would be made available to a new employee of Buyer or its controlled affiliates who is similarly
situated to the Active Company Employee; provided, however, that, during the one-year period commencing on the Non-STP Acquisition
Closing Date, and subject to Section 6.8(h) of this Agreement, health and welfare benefits provided under the Employee Welfare Benefit Plans
of the Companies and Buyer or its affiliates for the Active Company Employees shall be substantially similar in the aggregate to such benefits
provided to Active Company Employees immediately prior to the execution of this Agreement by the Companies and Parents, with such changes
to such Plans, but only to the extent permitted under section 6.1(j) of this Agreement; and provided, further, that nothing in this Section 6.8(b)
shall result in Buyer providing a duplication of benefits to any Company Employees or Active Company Employees. Buyer and Buyer
Employee Benefit Plans shall recognize (i) all of each Active Company Employee�s time of employment and service with Parents, their affiliates
and the Companies, as applicable, from such Active Company Employee�s initial date of hire through the Non-STP Acquisition Closing Date or,
in the case of the Scheduled Employees, the STP Acquisition Closing Date for the purpose of determining vesting and eligibility (but not for
purposes of benefit accruals) under Buyer Employee Benefit Plans, (ii) the amount of annual vacation time under Buyer�s vacation policy to
which an Active Company Employee shall be entitled, and (iii) all other purposes for which such service is either taken into account or
recognized; provided, however, that such service need not be credited to the extent it would result in a duplication of benefits. On and after the
Non-STP Acquisition Closing Date until (i) December 31, 2004, if the Non-STP Acquisition Closing occurs in 2004, or (ii) June 30, 2005, if the
Non-STP Acquisition Closing occurs in 2005 (such period the �Transition Period�), each Active Company Employee shall continue to be
covered under the Company vacation policy and sick leave policy in which such Active Company Employee participated immediately prior to
the Non-STP Acquisition Closing or, in the case of the Scheduled Employees, the STP Acquisition Closing Date. During the year in which the
Non-STP Acquisition Closing or, in the case of the Scheduled Employees, the STP Acquisition Closing Date occurs, in addition to vacation time
earned or accrued with any Company, Buyer or its affiliate after the Non-STP Acquisition Closing or, in the case of the Scheduled Employees,
the STP Acquisition Closing Date, each Active Company Employee shall be entitled to receive any unused earned or accrued vacation time with
the Company, Buyer or its affiliates that he or she may have accrued or earned immediately prior to the Non-STP Acquisition Closing Date or,
in the case of the Scheduled Employees, the STP Acquisition Closing Date, subject to management approval for the specific days of vacation
required by the Active Company Employee; provided, however, that, if Buyer deems it necessary to disallow such Active Company Employee
from taking such earned or accrued vacation and such vacation cannot be rescheduled, Buyer shall be liable for and pay in cash to each such
Active Company Employee an amount equal to the vacation time not taken as provided under the terms of the vacation policy. Any Active
Company Employee whose employment is voluntarily or involuntarily terminated by Buyer during the Transition Period shall receive pay for
earned or accrued and unused vacation time in accordance with such Company�s vacation policy as in effect immediately prior to the Non-STP
Acquisition Closing or, in the case of the Scheduled Employees, the STP Acquisition Closing Date.
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(c)  If the Non-STP Acquisition Closing occurs during 2004, then Buyer shall cause each Company (or its affiliates) to, or, Buyer shall, continue
and maintain in effect and operation the Texas Genco Holdings, Inc. Short-Term Incentive Plan (�TGN STI Plan�), as in effect on the date of this
Agreement, subject to such changes as permitted in Section 6.8(c) of the Companies Disclosure Letter, with the same performance goals and
objectives as established for 2004, for the remainder of 2004, and, provided and to the extent such 2004 performance goals are met, bonuses
earned for 2004 shall be paid under the TGN STI Plan to the Active Company Employees covered by such plan in 2005 in accordance with the
terms of the TGN STI Plan. If the Non-STP Acquisition Closing occurs after June 30, 2005, then Buyer shall cause each Company (or its
affiliates) or, Buyer shall, continue and maintain in effect and operation the TGN STI Plan, as in effect on the date of this Agreement, subject to
such changes as are permitted in Section 6.8(c) of the Companies Disclosure Letter, with the same performance goals and objectives as
established for 2005, and, provided and to the extent such 2005 performance goals are met, bonuses earned for 2005 shall be paid under the
TGN STI Plan to the Active Company Employees covered by such plan in 2006 in accordance with the terms of the TGN STI Plan. From the
date of this Agreement until the Non-STP Acquisition Closing Date, Parents shall, or shall cause the Companies to, accrue the target amounts
payable under the TGN STI Plan in respect of the period prior to the Non-STP Acquisition Closing Date.

(d)  Notwithstanding anything to the contrary in this Section 6.8, Parents shall be liable for any amounts to which any Company Employee
becomes entitled under any benefit, retention or severance policy, plan, agreement arrangement or program which exists or arises or may be
deemed to exist or arise, under any applicable Law or otherwise, as a result of, or in connection with, the transactions contemplated by this
Agreement other than an Active Company Employee whose employment is terminated (following the Non-STP Acquisition Closing) on or after
the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date. In the event that an
Active Company Employee�s employment is terminated, other than for cause (as defined in Section 6.8(f)), by Buyer, its affiliates or any
Company (following the Non-STP Acquisition Closing) on or after the Non-STP Acquisition Closing Date or, in the case of the Scheduled
Employees, the STP Acquisition Closing Date, then Buyer shall be responsible for severance costs for such Active Company Employee,
including any severance benefits due under Section 6.8(f) below. Buyer shall be responsible and assume all liability for all notices or payments
due to any Active Company Employees, and all notices, payments, fines or assessments due to any governmental authority, under any applicable
foreign, federal, state or local Law with respect to the employment, discharge or layoff of employees by any Company after the Non-STP
Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date, including, but not limited to, the
Worker Adjustment and Retraining Notification Act and any rules or regulations as have been issued in connection with the foregoing. On or
promptly after the Non-STP Acquisition Closing or, in the case of the Scheduled Employees, the STP Acquisition Closing Date, Parents (to the
extent Parents have such information and the Companies do not have such information) and the Companies shall provide to Buyer a list of all
Company Employees whose employment was terminated within 90 days prior to the Non-STP Acquisition Closing or, in the case of the
Scheduled Employees, the STP Acquisition Closing Date and the date that each such Company Employee was terminated.

(e)  Buyer and Parents agree that prior to the Non-STP Acquisition Closing Date Genco LP (or such other appropriate Company) may establish
the Texas Genco Retirement Plan, and related trust (�TGN Retirement Plan�), Texas Genco Savings Plan, and related trust (�TGN Savings Plan�),
and Texas Genco Benefit Restoration Plan (�TGN BRP�) to provide benefits for eligible Company Employees; provided, however, that prior to
the STP Acquisition Closing Date, the Scheduled Employees shall not be eligible to participate in any such plans. The TGN Retirement Plan
shall be a pension plan, intended to be qualified under Section 401(a) of the Code, established to provide benefits for Company Employees that
are substantially similar to the benefits provided for such employees under the CenterPoint Energy, Inc. Retirement Plan (the �CNP Retirement
Plan�), as in effect as of the date of this Agreement. Notwithstanding the foregoing, if Genco LP (or such other appropriate Company) establishes
the TGN Retirement Plan prior to the Non-STP Acquisition Closing Date, such Company and CenterPoint agree to (i) provide for the transfer of
assets to the TGN Retirement Plan from the CNP Retirement Plan on terms that are consistent with applicable Law, and (ii) provide Buyer with
a reasonable opportunity prior to such transfer to review the proposed transfer and, with respect to the Scheduled
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Employees, CenterPoint agrees to transfer the accrued benefits of the Scheduled Employees from the CNP Retirement Plan to the TGN
Retirement Plan effective as of the STP Acquisition Closing Date, subject to clause (i) above; provided, however, that CenterPoint shall only
have such obligation if the TGN Retirement Plan has not been terminated and no action has been taken by Buyer or the plan sponsor to terminate
such plan as of such date. The TGN Savings Plan shall be a savings plan, intended to be qualified under Section 401(a) of the Code, established
to provide benefits for Company Employees that are substantially similar to the benefits provided for such employees under the CenterPoint
Energy, Inc. Savings Plan (�CNP Savings Plan�), as in effect as of the date of this Agreement, which shall include an employee stock ownership
plan within the meaning of Section 4975 of the Code (�ESOP�); provided, however, that except as required by applicable Law, Buyer shall not be
required to continue the ESOP on or after the Non-STP Acquisition Closing Date and, to the extent required by applicable federal securities law,
Parents shall prepare and file a registration statement on Form S-8, along with a related prospectus, with respect to the ESOP securities on or
before the effective date of such plan, and maintain the effectiveness of such registration statement through the Non-STP Acquisition Closing
Date to the extent required by applicable Law. CenterPoint agrees to take such action to cause any plan-to-plan transfer of the Scheduled
Employees� account balances under the CNP Savings Plan to the TGN Savings Plan as of, or as soon as administratively practicable after, the
STP Acquisition Closing Date; provided, however, that CenterPoint shall only have such obligation if such plan has not been terminated and no
action has been taken by Buyer or the plan sponsor to terminate such plan as of such date. The TGN BRP shall be an excess benefits plan related
to the TGN Retirement Plan established to provide benefits for Company Employees that are substantially similar to the excess benefits provided
for such employees under the CenterPoint Energy, Inc. Benefit Restoration Plan, as in effect as of the date of this Agreement.

(f)  Buyer and Parents agree that, prior to the Non-STP Acquisition Closing Date, Genco Holdings (or Genco II LP) may enter into a severance
agreement with each of the Active Company Employees listed in Section 6.8(f) of the Companies Disclosure Letter (individually, �TGN
Severance Agreement� and collectively, �TGN Severance Agreements�) to provide the severance benefits described in Section 6.8(f) of the
Companies Disclosure Letter to such Active Company Employees in the event of an eligible termination of employment during the two-year
period commencing on the Non-STP Acquisition Closing Date, and Buyer and its affiliates will cause Genco Holdings and its successors to
honor such agreements in accordance with their terms and this Agreement. Buyer and Parents agree that, prior to the STP Acquisition Date,
Genco Holding (or Genco II LP) may establish the Texas Genco Severance Benefits Plan #2060 (�TGN Severance Plan #2060�), which shall
provide (i) benefits that are identical to those provided under the Texas Genco Holdings, Inc. Severance Benefits Plan #2050 (�TGN Severance
Plan #2050�), for the Scheduled Employees who were listed as �Employees� under the TGN Severance Plan #2050 as of such plan�s effective date,
and (ii) such Scheduled Employees severance benefits in the event of an eligible termination of employment during the two-year period
commencing on the STP Acquisition Closing Date. With respect to an Active Company Employee (1) who is not eligible for benefits under the
TGN Severance Plan #2050, the TGN Severance Plan #2060 or a TGN Severance Agreement and (2) whose employment is terminated, other
than for Cause, by Buyer, its affiliates or any Company within one year after the Non-STP Acquisition Closing Date, or, in the case of a
Scheduled Employee, the STP Acquisition Closing Date (each a �Covered Employee�), Buyer shall provide or cause the applicable Company to
provide each such terminated Covered Employee with severance benefits which shall be no less favorable than the following benefits:

(i)  a lump-sum cash severance payment in an amount equal to three weeks of the Covered Employee�s base salary or annualized base rate of pay
(�severance pay�) multiplied by the number of full years of Service credited to the Covered Employee, with a minimum of 12 weeks and a
maximum of 52 weeks of severance pay to be awarded to a Covered Employee;

(ii)  an additional lump-sum cash severance payment in an amount equal to the Covered Employee�s target award under the TGN STI Plan, if
any, based upon the Covered Employee�s actual eligible earnings for the period commencing on January 1st of the year during which his or her
termination occurs and ending on the Covered Employee�s termination date;

(iii)  for the applicable period required by COBRA for benefits provided to the Covered Employee under a group health plan, as defined in
Section 5000(b)(1) of the Code, of the Buyer or its affiliates
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(�Buyer Medical Plan�), the Covered Employee shall pay the active employee rate with respect to coverage during the period of time
commencing as of his or her termination date equal to the total number of weeks used to calculate his or her severance benefit in clause (i)
above, and thereafter the full COBRA rate (which is equal to 102% of the full group rate, which includes the employee�s and employer�s share of
the group coverage cost and a 2% administrative fee) with respect to such coverage for the remainder of the continuation coverage period
required by COBRA, with such benefits governed by and subject to (a) the terms and conditions of the plan documents providing such benefits,
including the reservation of the right to amend or terminate such benefits under those plan documents at any time, and (b) the provisions of
COBRA, and such Covered Employee who, as of his or her termination date, has (1) attained age 50, but not age 55, and (B) completed at least
20 years of Service shall have the same access to the Company�s or Buyer�s retiree medical plan (if any) as such Covered Employee would have
been eligible to access had the Covered Employee terminated his or her employment immediately after attaining age 55; provided, however, that
such access shall not commence prior to the date the Covered Employee actually attains age 55;

(iv)  in addition to any benefit the Covered Employee is otherwise entitled to under the TGN Retirement Plan, if the Covered Employee as of his
or her termination date has (a) attained age 50, but not yet 55, and (b) completed at least 20 years of Service, then he or she shall be deemed
eligible to receive a benefit equal to the early retirement benefit (payable in a form other than a lump-sum) under the TGN Retirement Plan that
the Covered Employee would have been eligible to receive thereunder had he or she terminated his or her employment immediately after
attaining age 55; provided, however, that such benefit shall not commence prior to the date the Covered Employee actually attains age 55 and,
for benefit accrual purposes, that the Covered Employee�s benefit under the TGN Retirement Plan shall be based on his actual Service as of his or
her termination date; and

(v)  the Covered Employee shall be offered outplacement services appropriate to his or her employment position on his or her termination date
as provided in Section 6.8(f)(v) of the Companies Disclosure Letter.

For purpose of the severance benefits payable under Section 6.8(f)(i) above, (1) the term �Cause� shall mean termination from employment due to
(i) gross negligence in the performance of duties; (ii) intentional and continued failure to perform duties; (iii) intentional engagement in conduct
which is materially injurious to Genco Holdings or its affiliates, successors, employees or property (monetarily or otherwise) or Buyer; an
intentional act of fraud, embezzlement or theft; an intentional wrongful disclosure of confidential or proprietary information of the Company or
an affiliate; or (iv) conviction of a felony or a misdemeanor involving moral turpitude; provided, however, that for this purpose, an act or failure
to act on the part of an Active Company Employee will be deemed �intentional� only if done or omitted to be done by the Active Company
Employee not in good faith and without reasonable belief that his or her action or omission was in the best interest of the Company, and no act
or failure to act on the part of the Active Company Employee will be deemed �intentional� if it was due primarily to an error in judgment or
negligence; and (2) the term �Service� shall be defined as in the TGN Retirement Plan, as in effect on the Non-STP Acquisition Closing Date or,
in the case of a Scheduled Employee, the STP Acquisition Closing Date; provided, however, that (i) less than six months of Service shall not
constitute a year of Service, and six months or more of Service shall constitute a full year of Service (except in the event a Covered Employee
has a total of less than six months of Service, in which case the employee shall be deemed to have one year of Service); and (ii) to the extent not
credited as Service under the TGN Retirement Plan, Service shall include the employee�s employment with Genco Holdings or its affiliates
during the period commencing on the Non-STP Acquisition Closing Date or, in the case of a Scheduled Employee, the STP Acquisition Closing
Date and ending on the employee�s termination date. The parties to this Agreement agree that any severance benefits payable pursuant to this
Section 6.8(f) (including benefits payable under the TGN Severance Plan #2050 and TGN Severance Agreements) shall be in exchange for,
subject to, and conditioned upon, a Covered Employee�s execution of a valid and enforceable waiver and release that shall release Parents,
Parents� affiliates, the Companies, the affiliates of the Companies, Buyer, Buyer�s affiliates, Genco Holdings, Genco Holdings� affiliates and each
of their directors, officers, employees and agents, employee benefit plans,
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and the fiduciaries and agents of said plans from liability and damages in any way related to the Covered Employee�s employment with or
separation from employment with Buyer, Parents, the Companies or any of their affiliates.

(g)  Buyer agrees that upon the Non-STP Acquisition Closing Date, or, in the case of the Scheduled Employees, the STP Acquisition Closing
Date, each Active Company Employee shall be immediately eligible to participate, without any waiting time, in a group health plan, as defined
in Section 5000(b)(1) of the Code of Buyer or its affiliates (�Buyer Medical Plan�). Buyer agrees that Buyer Medical Plan shall credit each
Active Company Employee towards the deductibles, coinsurance and maximum out-of-pocket provisions imposed under such group health plan,
for the calendar year during which the Non-STP Acquisition Closing Date occurs, with any applicable expenses already incurred during the
portion of the year preceding the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing
Date, under the applicable group health plans of Parents.

(h)  Following the Non-STP Acquisition Closing Date, to the extent applicable, Parents shall retain all liabilities, obligations and responsibilities
to provide post-retirement medical, health and life insurance benefits (�Retiree Medical Benefits�) to any Company Employee or Active
Company Employee who (A) retired on or prior to the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP
Acquisition Closing Date, or (B) would have, had such Company Employee or Active Company Employee retired prior to the Non-STP
Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date, been entitled to Retiree Medical
Benefits pursuant to the terms of any Plan; provided, that such Company Employee or Active Company Employee shall be entitled to elect to
receive such benefits upon their termination with Buyer. Notwithstanding anything to the contrary in this Agreement, including, without
limitation, the provisions of Section 6.8(b) of this Agreement, Buyer shall have no obligation to continue, establish or maintain any Plan or
Employee Welfare Benefit Plan that provides for Retiree Medical Benefits (except to the extent required by applicable Law).

(i)  Except as otherwise provided in this Section 6.8 or under the Transition Services Agreement referenced in Section 8.3(f) of this Agreement,
Buyer acknowledges that, on and after the Non-STP Acquisition Closing Date with respect to the Companies other than Genco Holdings and
Genco LP, and on and after the STP Acquisition Closing Date with respect to Genco Holdings and Genco LP, the participation by the
Companies in all Plans not sponsored or maintained solely by any of the Companies shall terminate as of the applicable date, and Buyer shall be
solely responsible for providing any successor or alternate plans; provided, however, that nothing in this Section 6.8 shall require Buyer to
provide such plans for the benefit of the Scheduled Employees on or prior to the STP Acquisition Closing Date.

(j)  Buyer shall comply with any obligations under any collective bargaining agreements identified on Section 4.12 of the Companies Disclosure
Letter, to the extent required by applicable Law.

(k)  After the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date, Buyer shall be
responsible for, and shall indemnify and hold harmless, Parents, the Companies and their respective officers, directors, employees, affiliates and
agents and the fiduciaries (including plan administrators) of the Plans, from and against, any and all claims, losses, damages, costs and expenses
(including attorneys� fees and expenses) and other liabilities and obligations relating to or arising out of (i) all salaries, commissions and vacation
entitlements accrued but unpaid as of the Non-STP Acquisition Closing or, in the case of the Scheduled Employees, the STP Acquisition
Closing Date and post-closing bonuses (with respect to the Non-STP Acquisition Closing Date or the STP Acquisition Closing Date, as
applicable), due to any Active Company Employee, (ii) the liabilities assumed by Buyer under this Section 6.8 or any failure by Buyer to comply
with the provisions of this Section 6.8, and (iii) any claims of, or damages or penalties sought by, any Active Company Employee, or any
governmental entity on behalf of or concerning any Active Company Employee, with respect to any act or failure to act by Buyer to the extent
arising from the employment, discharge, layoff or termination of any Active Company Employee who becomes an employee of Buyer or any
Company after the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition Closing Date.
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(l)  Parents shall retain responsibility for and continue to pay all medical, life insurance, disability and other welfare plan expenses and benefits
for each Company Employee with respect to claims incurred by such Company Employees or their covered dependents prior to the Non-STP
Acquisition Closing or, in the case of the Scheduled Employees, the STP Acquisition Closing Date and with respect to any Company Employee
who retired or was terminated prior to the Non-STP Acquisition Closing Date or, in the case of the Scheduled Employees, the STP Acquisition
Closing Date. Such expenses and benefits with respect to claims incurred by Company Employees or their covered dependents on or after the
Non-STP Acquisition Closing shall be the responsibility of Buyer. For purposes of this paragraph, a claim is deemed incurred when the services
that are the subject of the claim are performed; in the case of life insurance, when the death occurs; and in the case of long-term disability
benefits, when the disability occurs. In addition, after the Non-STP Acquisition Closing Date, Parents shall be responsible for, and shall
indemnify and hold harmless, Buyer and its officers, directors, employees, affiliates and agents and the fiduciaries (including plan
administrators) of the CenterPoint Energy, Inc. Savings Plan and the CenterPoint Energy, Inc. Retirement Plan, from and against any and all
claims, losses, damages, costs and expenses (including attorneys� fees and expenses) and other liabilities and obligations relating to or arising out
of any litigation, arbitration and administrative or other proceeding with respect to the CenterPoint Energy, Inc. Savings Plan or the CenterPoint
Energy Inc. Retirement Plan.

(m)  Nothing herein expressed or implied shall confer upon any of the employees of the Parents, the Companies or any of their affiliates, any
rights or remedies, including any right to employment, or continued employment for any specified period, of any nature or kind whatsoever
under or by reason of the Agreement.

Section 6.9    Insurance.

(a)  From and after the date of this Agreement (including after the Non-STP Acquisition Closing Date and after the STP Acquisition Closing
Date), CenterPoint shall not take or fail to take, and shall cause each of its subsidiaries not to take or fail to take, any action (including any
termination, alteration or amendment) if such action or inaction, as the case may be, would adversely affect the applicability of, or limit or
restrict the coverage available under: (i) any insurance policies (including, without limitation, the Company Insurance Policies) held by
CenterPoint or any of its subsidiaries or predecessors that cover all or any part of the Genco Business, the Companies or any liabilities or
obligations that were initially assumed or are of the type initially assumed by Genco Holdings in the Spin-off Separation Agreement (�Applicable
Insurance Policies�); or (ii) any cost sharing, coverage-in-place, or similar arrangement or agreement related to and/or replacing the Applicable
Insurance Policies (�Applicable Insurance Agreements�, and together with the Applicable Insurance Policies, the �Applicable Insurance�).
CenterPoint agrees that from and after August 31, 2002, all Applicable Insurance (including the proceeds therefrom) directly or indirectly
applicable to such assets or liabilities shall be for the benefit of the Companies. CenterPoint and its affiliates and, prior to the STP Acquisition
Closing Date, Genco Holdings, shall not agree to any buy out of coverage with respect to liability exposures under any Applicable Insurance
Policies without Buyer�s prior written consent (not to be unreasonably withheld). In connection with any such buy out approved by Genco
Holdings, Genco Holdings shall receive a share of any such buyout proceeds as agreed to by CenterPoint and the Buyer.

(b)  Any Company shall be entitled to assert any rights such Company has under any Applicable Insurance. To the extent necessary to satisfy
Section 6.9(a) and permissible under Applicable Insurance Policies without causing cancellation or loss of rights under Applicable Insurance,
CenterPoint agrees to transfer or assign to the Companies or otherwise cause to be vested in the Companies the Applicable Insurance with
respect to the Non-STP Assets and Liabilities at or prior to the Non-STP Acquisition Closing Date and at or prior to the STP Acquisition Closing
Date with respect to the STP Assets and Liabilities. The parties agree that, in the event and to the extent that CenterPoint is not able to cause all
Applicable Insurance to be modified, amended and/or assigned so that Buyer and its subsidiaries (including, for clarification, the applicable
Companies that become subsidiaries of Buyer as of such time as those Companies become subsidiaries) are the direct beneficiaries of, and
additional insureds under such Applicable Insurance, with all rights to directly enforce, obtain the benefit of and
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take all other action in respect of such Applicable Insurance, prior to the Non-STP Acquisition Closing Date, the following provisions shall
apply:

(i)  The Separation Amendment shall amend the Spin-Off Separation Agreement and related agreements and instruments to clarify that
CenterPoint shall retain all liabilities included in the Non-STP Assets and Liabilities, and the STP Assets and Liabilities, to the extent and only
to the extent that such liabilities are covered under the Applicable Insurance (the �Insured Retained Liabilities�).

(ii)  CenterPoint agrees, after receipt of a claim, to use commercially reasonable efforts to obtain the maximum available actual recovery for any
Insured Retained Liabilities under the Applicable Insurance, provided that CenterPoint shall have no liability or obligation to Buyer or any
Company (other than its obligation to comply herewith) for any amounts or costs in excess of amounts actually recovered under the Applicable
Insurance. Buyer agrees to reasonably cooperate in defending claims relating to the Insured Retained Liabilities, including, without limitation, at
CenterPoint�s request, providing information, direction and guidance to CenterPoint. Buyer further agrees to reimburse CenterPoint and/or its
counsel for documented out-of-pocket expenses reasonably incurred subsequent to the Non-STP Acquisition Closing Date with respect to the
Non-STP Assets and Liabilities and subsequent to the STP Acquisition Closing Date with respect to the STP Assets and Liabilities in defending
such claims, but only to the extent that such documented out-of-pocket expense are not paid under any Applicable Insurance.

(iii)  To the extent any Insured Retained Liability is partially, but not fully, covered by the Applicable Insurance: (a) Buyer and its subsidiaries
and Representatives shall be entitled to participate in all aspects of the defense, litigation, settlement and any other proceedings and negotiations
regarding such Insured Retained Liability; and (b) neither CenterPoint nor any of its affiliates or Representatives shall enter into any settlement
of such Insured Retained Liability without Buyer�s prior written consent.

(iv)  CenterPoint shall promptly notify Buyer in writing of any Insured Retained Liability for which: (a) coverage is denied or threatened to be
denied in part or in full under the Applicable Insurance and/or (b) CenterPoint believes that no coverage is available under the Applicable
Insurance. CenterPoint shall provide together with such notice sufficient documentation to demonstrate the basis for any asserted lack of
coverage for such Insured Retained Liability. To the extent Buyer is satisfied that there is no coverage for such Insured Retained Liability, such
Insured Retained Liability shall cease to qualify as an Insured Retained Liability and to such extent shall be deemed a Genco Liability (as
defined in the Spin-Off Separation Agreement). During the resolution of any disputes with respect to the matters set forth in this clause (iv),
CenterPoint agrees that Buyer and its subsidiaries and Representatives shall be entitled to participate in all aspects of the defense, litigation,
settlement and any other proceedings and negotiations regarding the disputed Insured Retained Liability (hereinafter, �Disputed Insured
Retained Liability�) except to the extent that such participation would jeopardize maintenance of the Applicable Insurance in effect; provided
that in such event participation shall be allowed to the greatest extent that would not jeopardize maintenance of the Applicable Insurance in
effect.

(v)  Notwithstanding the provisions of subsection (iv) above, CenterPoint, at Buyer�s expense: (a) shall contest any denial or reduction of
coverage for any Insured Retained Liability; and (b) shall not settle any claim related to any Disputed Insured Retained Liability without Buyer�s
prior written consent.

(vi)  In no event shall CenterPoint or any of its affiliates enter into any cost sharing, coverage-in-place or similar agreement or arrangement or
any other compromise or settlement relating to any Applicable Insurance or Insured Retained Liability without the prior written approval of
Buyer.
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(vii)  Nothing in this Section 6.9 shall constitute a representation or warranty by CenterPoint that coverage is available to Buyer and its
subsidiaries under the Applicable Insurance for any specific claim. Neither this Section 6.9 nor any provision hereof shall be read in a manner
that violates or conflicts with any provision of any of the Applicable Insurance. Nothing in this Section 6.9 shall be deemed (A) to constitute an
assignment of any Applicable Insurance Policy or any interest therein to the Buyer or (B) to provide CenterPoint or any of its affiliates with
rights to coverage other than as already set forth in the Applicable Insurance. To the extent that this Section 6.9 or any provision hereof violates
or conflicts with any provision

A-48

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 271



Table of Contents

of any Applicable Insurance Policy or would cause a cancellation or loss of rights under any Applicable Insurance Policy, the parties agree that
this Section 6.9 shall be amended or construed with respect only to such Applicable Insurance Policy and to the minimum extent necessary to
cure or avoid such conflict, inconsistency, violation, cancellation or loss of rights, provided, however, that this provision shall not constitute a
representation or warranty that any such conflict, purported assignment, inconsistency or violation may be avoided or cured.

(viii)  CenterPoint agrees promptly to provide Buyer with copies of correspondence with insurers and other counterparties under the Applicable
Insurance in respect of any Insured Retained Liability.

(c)  Parents and Genco Holdings agree that Buyer and its subsidiaries may use, following the Non-STP Acquisition Closing Date, the third party
providers, including legal counsel, currently used by Parents and the Companies to defend and manage the defense of asbestos-related claims
involving the Companies.

Section 6.10    No Solicitation of Transactions.

(a)  Each of Parents and Genco Holdings agrees that neither it nor any other Company shall, and that it shall cause its Representatives and the
Representatives of any Company not to, directly or indirectly, initiate, solicit, encourage or otherwise facilitate (including by way of furnishing
non-public information) any inquiries or the making or implementation of any proposal or offer (including any proposal from or offer to its
shareholders) with respect to (i) a merger, reorganization, share exchange, tender offer, exchange offer, consolidation, business combination,
recapitalization, liquidation, dissolution, joint venture or similar transaction involving any Company or (ii) any purchase or sale of more than
10% of the assets of the Companies, taken as a whole, or any Company Securities (any such proposal or offer being hereinafter referred to as an
�Alternative Proposal�). Each of Parents and Genco Holdings further agrees that neither it nor any Company shall, and that it shall cause its
Representative and the Representative of any Company not to, directly or indirectly, have any discussion with or provide any confidential
information or data to any person relating to an Alternative Proposal, or engage in any negotiations concerning an Alternative Proposal, or
otherwise facilitate any effort or attempt to make or implement an Alternative Proposal or accept an Alternative Proposal.

(b)  CenterPoint shall not, directly or indirectly, sell, transfer, pledge, hypothecate, encumber, assign or dispose of any membership interests in
Utility Holding (or any beneficial ownership thereof) or its beneficial ownership interest in the Shares or offer to make such a sale, transfer or
other disposition (collectively, �Transfer�) to any person, and Utility Holding shall not Transfer the Shares (or any beneficial ownership thereof).

(c)  Each of Parents and Genco Holdings (as applicable) shall notify Buyer promptly (and in any event by 5:00 p.m. New York City time, on the
next business day) of the receipt of any inquiries, proposals or offers relating to an Alternative Proposal received by any Parent or Company or
its Representatives, indicating, in connection with such notice, the name of such person and the material terms of any inquiries, proposals or
offers. Each of Parents and Genco Holdings shall keep Buyer reasonably informed of the status of any inquiries, proposals or offers and any
modifications thereto. Each of Parents and Genco Holdings further agrees that neither of the Parents nor any Company shall enter into any
agreement with any person subsequent to the date of this Agreement with respect to an Alternative Proposal or that prohibits Genco Holdings
from providing such information to Buyer. Genco Holdings agrees that no Company shall terminate, waive, amend or modify any provision of
any standstill or confidentiality agreement to which it is a party and that each Company shall use commercially reasonable efforts to enforce the
provisions of any such agreement.

(d)  Effective as of the date of this Agreement, each of Parents and Genco Holdings agrees that each Company shall, and each of Parents and
Genco Holdings shall cause any Representative of a Parent or Company to, terminate any existing activities, discussions or negotiations with any
third parties that may be ongoing with respect to any Alternative Proposal. Genco Holdings shall use commercially reasonable efforts to inform
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(e)  The board of directors of Genco Holdings (or any committee thereof) shall not approve or recommend an Alternative Proposal.

(f)  Genco Holdings and the board of directors of Genco Holdings may take and disclose to Genco Holdings� shareholders a position in
accordance with Rule 14e-2 under the Exchange Act with respect to an Alternative Proposal; provided that the foregoing will in no way (i)
permit any action that would otherwise have been prohibited under this Agreement (including Section 6.10(e)), (ii) limit the obligation of Genco
Holdings to comply with its obligations under this Agreement or (iii) eliminate or modify the effect that any action taken or disclosure made in
accordance with such Rule would have under this Agreement.

(g)  Genco Holdings shall not, and shall not permit any Company to, adopt, authorize or enter into any Rights Plan.

Section 6.11    Tax Exempt Financing. (a) Buyer and CenterPoint understand and agree that:

(i)  the pollution control facilities identified in Section 6.11(a)(1) of the Parents Disclosure Letter (each a �Pollution Control Facility� and
collectively the �Pollution Control Facilities�) have been financed or refinanced, in whole or in part, with the proceeds of the issuance and sale
by various governmental authorities of the industrial development revenue bonds or private activity bonds listed in such Section 6.11(a)(2)
(collectively, the �Revenue Bonds�), the interest on which is excludable from gross income for purposes of federal income taxation; CenterPoint,
or CenterPoint Energy Houston Electric, LLC, a Texas limited liability company and indirect wholly-owned subsidiary of CenterPoint (�CEHE�
and, collectively with CenterPoint, the �CenterPoint Obligors�), is the entity obligated to make payments to the issuer and any credit or liquidity
provider in connection with each issue of Revenue Bonds; the Revenue Bonds listed in Section 6.11(a)(2) of the Parents Disclosure Letter are
the only outstanding bonds or similar obligations the interest on which is excludable from gross income for purposes of federal income taxation
relating the Genco Business; and Section 6.11(a)(1) of the Parents Disclosure Letter accurately reflects the generation facilities where the
Pollution Control Facilities financed by such Revenue Bonds are located;

(ii)  the basis for such exclusion is the use of the Pollution Control Facilities for one or more of the following purposes: (a) the abatement or
control of atmospheric pollution or contamination, (b) the abatement or control of water pollution or contamination, (c) sewage disposal, or (d)
the disposal of solid waste, such purposes (�Qualifying Uses�) being discussed in more detail in Section 6.11(b) below;

(iii)  the use of a Pollution Control Facility for a purpose other than its current Qualifying Uses indicated in subsection (ii) above could impair
(a) such excludability from gross income of the interest on the issue of Revenue Bonds which were issued to finance or refinance the acquisition
or construction of that Pollution Control Facility, possibly with retroactive effect, unless appropriate remedial action (which could include
prompt redemption or defeasance of such issue of Revenue Bonds, in whole or in part) were taken, or (b) the deductibility of the CenterPoint
Obligors� payment of interest on such issue of Revenue Bonds;

(iv)  any breach by Buyer of its covenants under Section 6.11 could result in the incurrence by the CenterPoint Obligors of increased interest
costs on the Revenue Bonds or loss of the interest deduction for tax purposes, or transaction costs relating to any refinancing, redemption or
defeasance of the issue of Revenue Bonds which were issued to finance or refinance the acquisition or construction of any particular facilities,
and, subject to Section 6.11(i), Buyer shall be liable to the CenterPoint Obligors to the extent such additional costs and expenses result from a
breach by Buyer of its covenants under Section 6.11; provided, however, that Buyer shall only be liable after a final determination of taxability
by the IRS to the CenterPoint Obligors for (i) actual costs incurred as a result of a final declaration of the IRS declaring any series of Revenue
Bonds taxable, and, without duplication, (ii) actual costs accruing to the CenterPoint Obligors resulting from a loss of the deductibility of interest
paid on such Revenue Bonds; provided, further, that the CenterPoint Obligors will promptly notify Buyer in writing of any audit by the IRS
which could result in additional costs and expenses for which Buyer could be responsible hereunder and allow representatives of Buyer to
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(v)  notwithstanding the other provisions of this Section 6.11, neither Buyer nor the Companies will have any liability under this Agreement or
otherwise to the CenterPoint Obligors arising with respect to the Revenue Bonds and relating to the use of the Pollution Control Facilities for a
purpose other than a Qualifying Use prior to the Non-STP Acquisition Closing, and the CenterPoint Obligors agree to fully release Buyer and
the Companies in respect of any such liability effective as of the Non-STP Acquisition Closing.

(b)  Subject to Section 6.11(c), Buyer covenants not to use (and to cause its subsidiaries not to use) the Pollution Control Facilities for any
purpose other than each such Pollution Control Facility�s current Qualifying Uses, which in each case may include:

(i)  abating or controlling atmospheric or water pollution or contamination by removing, altering, disposing of or storing pollutants,
contaminants, waste or heat, all as contemplated in U.S. Treasury Regulations Section 1.103-8(g);

(ii)  the collection, storage, treatment, utilization, processing or final disposal of solid waste, all as contemplated in U.S. Treasury Regulations
Section 1.103-8(f); or

(iii)  the collection, storage, treatment, utilization, processing or final disposal of sewage, all as contemplated in U.S. Treasury Regulations
Section 1.103-8(f);

unless, in each such case, (i) Buyer has obtained and delivered to the CenterPoint Obligors, at Buyer�s expense, an opinion addressed to the
CenterPoint Obligors of nationally recognized bond counsel reasonably acceptable to the CenterPoint Obligors (�Bond Counsel� and such opinion
being an �Opinion of Bond Counsel�) that such a change in use will not impair the excludability from gross income for federal income tax
purposes of the interest on any issue of Revenue Bonds or that such change in use will not affect the CenterPoint Obligors� eligibility to deduct
interest payments made with respect to such bonds, or (ii) there are no longer any Revenue Bonds or, to the extent permitted by this Agreement,
tax-exempt bonds issued to refinance Revenue Bonds outstanding with respect to such Pollution Control Facility. Except with respect to the Gas
Plant Pollution Control Facilities (as defined below), Buyer reasonably expects that each of the Pollution Control Facilities will continue to be
used for its current Qualifying Uses set forth in subsection (a)(ii) above, and for no other purpose, for the remainder of the Pollution Control
Facilities� useful lives. Subject to the representations in Section 6.11(i), Buyer covenants to refrain (and to cause its subsidiaries to refrain) from
making any use of the Pollution Control Facilities, other than each such Pollution Control Facility�s current Qualifying Uses, that would (i)
impair the excludability from gross income for federal income tax purposes of the interest on any issue of Revenue Bonds, or (ii) impair the
deductibility of the CenterPoint Obligors� payments of interest on such issue of Revenue Bonds.

(c)  It is expressly understood and agreed that the provisions of Section 6.11(b) above shall not prohibit Buyer or any of Buyer�s subsidiaries
from (i) causing or otherwise permitting the operation of the Pollution Control Facilities to be suspended on a temporary basis; (ii) causing or
otherwise permitting the termination of the operation of any Pollution Control Facilities on a permanent basis and the shutting down, retiring,
abandoning and/or decommissioning of any of the Pollution Control Facilities; or (iii) subject to Section 6.11(f), selling, exchanging or
transferring any of the Pollution Control Facilities to a third party. Notwithstanding the foregoing, except in the case of any of the Pollution
Control Facilities financed or refinanced with the Revenue Bonds identified on Section 6.11(c) of the Parents Disclosure Letter (such facilities,
the �Gas Plant Pollution Control Facilities�), neither Buyer nor Buyer�s subsidiaries shall cause or otherwise permit the dismantlement of all or any
portion of a Pollution Control Facility unless (i) such dismantlement occurs subsequent to the end of the expected economic useful life of the
Pollution Control Facility (as determined on the date of issue of the most recent issue of Revenue Bonds that financed or refinanced prior to the
date of this Agreement such Pollution Control Facility and as set forth in the documentation and tax information filings with respect to such
Revenue Bonds), (ii) in the event such dismantlement involves the sale (for scrap or otherwise) of all or any portion of such Pollution Control
Facility, the amount received in consideration for such sale is used by Buyer or such subsidiary, within 90 days of such dismantlement, to
acquire or construct property that is used for the same Qualifying Use for which such Pollution Control Facility had been used prior to its
dismantlement, (iii) Buyer or
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such subsidiary first obtains and delivers to the CenterPoint Obligors at Buyer�s or its subsidiary�s expense an Opinion of Bond Counsel addressed
to the CenterPoint Obligors that such action will not (x) impair the exclusion from gross income of the interest on any issue of Revenue Bonds
for federal income tax purposes or (y) affect the CenterPoint Obligors� eligibility to deduct interest payments made with respect to such bonds, or
(iv) there are no longer any Revenue Bonds or, to the extent permitted by this Agreement, tax-exempt bonds issued to refinance Revenue Bonds
outstanding with respect to such Pollution Control Facility. In addition, Buyer shall give the CenterPoint Obligors 120 days advance written
notice before Buyer or any subsidiary of Buyer shall cause or otherwise permit the dismantlement of all or any portion of any of the Gas Plant
Pollution Control Facilities.

(d)  If Buyer, its successors or assigns desires to finance or refinance any improvement or addition to any of the Pollution Control Facilities, the
CenterPoint Obligors agree to cooperate, at Buyer�s expense, with all reasonable requests by Buyer in supplying any information, records or
reports necessary or desirable to effect such financing.

(e)  If the CenterPoint Obligors desire to refund any Revenue Bonds, Buyer, at the expense of the CenterPoint Obligors, shall cooperate with all
reasonable requests of the CenterPoint Obligors and with Bond Counsel with respect to the issuance of the refunding bonds and shall provide
upon request any representations, agreements or covenants that are reasonably requested concerning Buyer�s compliance to such date and/or in
the future; provided that Buyer shall not be required to make any covenants, representations or agreements which will adversely impact Buyer or
Buyer�s operation of the Genco Business or Buyer�s intended use of the Pollution Control Facilities, including the sale or discontinuance of use of
any Pollution Control Facilities; provided further that the CenterPoint Obligors agree that they will not undertake any refunding of Revenue
Bonds with tax-exempt bonds that have a maturity that is later than the latest maturity of any other outstanding series of Revenue Bonds
previously issued to finance or refinance all or a portion of Pollution Control Facilities located at the same generation facility as the Pollution
Control Facilities that were financed or refinanced (in whole or in part) with the series of Revenue Bonds to be refunded. If Buyer shall desire to
cause an Opinion of Bond Counsel to be delivered to the CenterPoint Obligors pursuant to Section 6.11(b) or the second sentence of Section
6.11(c), the CenterPoint Obligors shall cooperate with Buyer and with Bond Counsel and shall provide upon request copies of documents
relating to the Revenue Bonds and any representations relating to the Revenue Bonds and the CenterPoint Obligors or any affiliate or
predecessor entity�s prior use of the Pollution Control Facilities and compliance with the terms of the trust indentures, installment payment and
bond agreements, tax certificates and agreements and any other agreements underlying or relating to the Revenue Bonds or any similar
documents relating to any tax-exempt bonds refunded by the Revenue Bonds that are reasonably requested. Buyer shall cooperate with the
CenterPoint Obligors and with Bond Counsel, and shall provide upon request such representations as the CenterPoint Obligors may reasonably
request in connection with efforts by the CenterPoint Obligors to obtain any opinions of Bond Counsel contemplated under the terms of the bond
documents relating to the Revenue Bonds in connection with the transactions contemplated by this Agreement; provided, that, Buyer shall not be
required to provide any representations that would adversely impact Buyer or Buyer�s operation of the Genco Business or Buyer�s intended use of
the Pollution Control Facilities, including the sale or discontinuance of use of any Pollution Control Facilities, and the parties hereto agree that
obtainment of any such opinions of Bond Counsel shall not constitute a condition to any party�s obligation to close any of the transactions
contemplated by this Agreement.

(f)  If Buyer or any of Buyer�s subsidiaries shall sell, exchange, transfer or otherwise dispose of any of the Pollution Control Facilities or any
subsidiary that owns any of the Pollution Control Facilities to a third party, Buyer shall cause to be included in the documentation relating to
such transaction covenants and agreements on the part of such third party for the benefit of the CenterPoint Obligors substantially the same as
those on the part of Buyer contained in Section 6.11; provided that if the third party transferee makes such agreements, Buyer shall be released
from any liability or obligations under this Section 6.11 (including Section 6.11(a)) with regard to the portion of Pollution Control Facilities so
disposed of arising as a result of a breach of such agreements by such third party transferee after the closing of such transaction.
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(g)  The CenterPoint Obligors shall notify Buyer, as soon as practicable, in writing when any issue of Revenue Bonds has been refunded, paid in
full, defeased or is no longer outstanding.

(h)  The CenterPoint Obligors shall retain all of their obligations as borrower, obligor, company or the user contained in each trust indenture,
loan agreement, installment payment and bond amortization agreement, tax certificate, tax agreement, continuing disclosure agreement,
agreement with credit and liquidity providers or any other agreement relating to the Revenue Bonds (the �Bond Documents�) for each issue of
Revenue Bonds and any Revenue Bonds issued to refund any Revenue Bonds and any other legal or offering document relating to the Revenue
Bonds. Buyer shall have only those responsibilities specifically set forth in this Section 6.11 with respect to the Pollution Control Facilities and
the Revenue Bonds.

(i)  CenterPoint, on behalf of the CenterPoint Obligors, represents and warrants to Buyer that, except as set forth in Section 6.11(i) of the Parents
Disclosure Letter: (i) there are no Liens on the Pollution Control Facilities that secure debt or other payment obligations of a CenterPoint
Obligor or any of their affiliates other than the Companies; (ii) each of the Pollution Control Facilities is being, and since the initial issuance of
Revenue Bonds or tax-exempt bonds refinanced with Revenue Bonds has been, used for its current Qualifying Uses as set forth in subsection
(a)(ii) above, and for no other purpose; (iii) they have not received any notice that there is any audit or administrative action pending by the
Internal Revenue Service as to the exemption from federal income taxation of interest on any of the Revenue Bonds, and they are not aware as of
the date of this Agreement of any facts or circumstances that could give rise to any challenge to such exemption from federal income taxation of
interest on any of the Revenue Bonds; and (iv) no event of default or default which with the lapse of time could become an event of default
exists under any of the Bond Documents relating to any of the Revenue Bonds or will occur as a result of the Public Company Merger or any
other transaction contemplated hereby.

(j)  The CenterPoint Obligors agree that they will provide information to Buyer prior to Non-STP Acquisition Closing as to any Pollution
Control Facilities, if any, the legal title to which is held by a governmental issuer of Revenue Bonds. When all Revenue Bonds of such issue are
no longer outstanding and title is transferred to the obligor on such issue of Revenue Bonds, the CenterPoint Obligors will promptly take all
actions necessary to transfer or cause to be transferred such title to Buyer or its designees, successors or assigns. If CenterPoint transfers its
payment obligations with respect to the Revenue Bonds it shall require its transferee to convey or cause such title to be conveyed to Buyer or its
designees, successors or assigns.

(k)  If Buyer incurs any costs or expenses, including the time of any of its employees, in connection with the CenterPoint Obligors� refunding any
of the Revenue Bonds or a successful defense of an IRS audit, the CenterPoint Obligors shall pay to Buyer an amount equal to its actual costs
reasonably incurred unless any such costs or expenses arise directly or indirectly out of Buyer�s breach of its obligations under this Section 6.11.

Section 6.12    NRC Approval.

(a)  As promptly after the date hereof as may be feasible (and in any event, within 45 calendar days of the date of this Agreement), Genco
Holdings and Buyer shall jointly prepare and file one or more applications (the �NRC Application�) with the NRC for approval of the indirect
transfer of the NRC license for the South Texas Project and, to the extent necessary, any conforming amendment of the NRC license to reflect
such indirect transfer. Thereafter, Parents, Genco Holdings and Buyer shall cooperate with one another to facilitate review of the NRC
Application by the NRC staff, including but not limited to promptly providing the NRC staff with any and all documents or information that the
NRC staff may reasonably request or require any of the parties to provide or generate. In addition, Parents and Genco Holdings shall provide
Buyer with the opportunity to review and comment on any application to be filed with the NRC relating to Genco LP�s exercise of its right of
first refusal to increase its interest in STP and they shall keep Buyer reasonably apprised as to the status of any such application and cooperate
with Buyer to the extent such application may relate to the NRC Application.
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control the prosecution of the NRC Application. In the event the processing of the NRC Application by the NRC becomes subject to a hearing or
other extraordinary procedure by the NRC (a �Contested Proceeding�), until such Contested Proceeding becomes final and nonappealable, Genco
Holdings, on the one hand, and Buyer, on the other hand, shall separately appear therein by their own counsel, and shall continue to cooperate
with each other to facilitate a favorable result.

(c)  Parents, Genco Holdings and Buyer will bear their own costs of the preparation, submission and processing of the NRC Application,
including any Contested Proceeding that may occur in respect thereof; provided, however, that Buyer, on the one hand, and Parents, on the other
hand, shall equally share the costs of all NRC staff fees payable in connection with the NRC Application and costs incurred by South Texas
Project Nuclear Operating Company in filing and prosecuting the NRC Application. In the event that Parents, Genco Holdings and Buyer agree
upon the use of common counsel, they shall share equally the fees and expenses of such counsel.

(d)  Buyer will conform to the restrictions on foreign ownership, control or domination contained in Sections 103d and 104d of the Atomic
Energy Act, 42 U.S.C. §§ 2133(d) and 2134(d), as applicable, and the NRC�s regulations in 10 C.F.R. § 50.38 and will take, as promptly as
practicable after the date of this Agreement, commercially reasonable efforts to develop and implement a mitigation plan to address foreign
ownership concerns that is satisfactory to the NRC. For purposes of this Section 6.12(d), commercially reasonable efforts include the acceptance
of licensing conditions similar in all material respects to those that have been or are being imposed by the NRC on similarly situated license
applicants.

Section 6.13    Preparation of Information Statement; SEC Filings.

(a)  Promptly after the execution and delivery of this Agreement, Genco Holdings shall prepare (in consultation with Buyer and Parents) and file
with the SEC an information statement, which information statement shall relate to the adoption of this Agreement and approval of the
transactions contemplated hereby, including the Public Company Merger, and shall comply with the requirements of Rule 13e-3 under the
Exchange Act (the �Information Statement�). The Information Statement shall include the recommendation of the board of directors of Genco
Holdings described in Section 4.25. Genco Holdings shall also mail a copy of the Information Statement to Genco Holdings� shareholders as
promptly as practicable following the date of this Agreement.

(b)  Each of Buyer, Genco Holdings and Parents (i) shall furnish all information concerning itself and its subsidiaries to the others as may be
reasonably requested in connection with the preparation, filing and distribution of the Information Statement and (ii) agrees, as to itself and its
subsidiaries, that none of the information supplied or to be supplied by it or its subsidiaries (other than, in the case of Parents, the Companies)
for inclusion or incorporation by reference in the Information Statement and any amendment or supplement thereto will, at the date of mailing to
shareholders, contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements therein, in light of the circumstances under which they were made, not misleading. Each of Buyer, Genco Holdings and
Parents agrees to promptly correct any information provided by it for use in the Information Statement that shall have become false or
misleading. Genco Holdings will cause the Information Statement to comply as to form in all material respects with the applicable provisions of
the Exchange Act and the rules and regulations thereunder.

(c)  Genco Holdings shall promptly notify Buyer upon the receipt of any comments from the SEC or its staff or any request from the SEC or its
staff for amendments or supplements to the Information Statement and shall provide Buyer and Parents with copies of all correspondence
between Genco Holdings and its Representatives, on the one hand, and the SEC and its staff, on the other hand. Notwithstanding the foregoing,
prior to filing or mailing the Information Statement or any amendment or supplement thereto or responding to any comments of the SEC with
respect thereto, Genco Holdings (i) shall provide Buyer and Parents an opportunity to review and comment on such document or response and
(ii) shall include in such document or response all comments reasonably proposed by Buyer and Parents.
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(d)  Each of the Genco SEC Reports to be filed by Genco Holdings after the date of this Agreement, when filed, will comply in all material
respects with the applicable requirements of the Securities Act and the Exchange Act, each as in effect on the date so filed. None of the Genco
SEC Reports (including any financial statements or schedules included or incorporated by reference therein) to be filed by Genco Holdings after
the date of this Agreement, when filed, will contain any untrue statement of a material fact or omit to state a material fact required to be stated or
incorporated by reference therein or necessary in order to make the statements therein, in the light of the circumstances under which they were
made, not misleading.

(e)  Each of the audited and unaudited financial statements (including any related notes) included in the Genco SEC Reports to be filed by Genco
Holdings after the date of this Agreement, when filed, will comply in all material respects with all applicable accounting requirements and with
the published rules and regulations of the SEC with respect thereto, will have been prepared in accordance with GAAP (except, in the case of
unaudited quarterly statements, as permitted by Form 10-Q of the SEC) applied on a consistent basis throughout the periods involved (except as
may be indicated in the notes thereto) and will fairly present the consolidated financial position of Genco Holdings and its subsidiaries at the
respective date thereof and the consolidated results of its and their operations and cash flows for the periods indicated (subject, in the case of
unaudited quarterly statements, to normal year-end audit adjustments, which were not and are not expected to be material in amount).

Section 6.14    Directors� and Officers� Indemnification and Insurance. (a) The articles of incorporation and bylaws of the Surviving
Corporation shall contain the provisions regarding liability of directors and indemnification of directors and officers that are set forth, as of the
date of this Agreement, in the articles of incorporation and the bylaws, respectively, of Genco Holdings and shall provide indemnification with
respect to claims arising from facts or events that occurred prior to the Public Company Merger Effective Time to the fullest extent permitted by
and in accordance with the TBCA and other applicable Law from time to time, which provisions shall not be amended, repealed or otherwise
modified for a period of six years from the Public Company Merger Effective Time in any manner that would affect adversely the rights
thereunder of individuals who at or at any time prior to the Public Company Merger Effective Time were Company Employees.

(b)  The Surviving Corporation shall cause to be obtained at the Public Company Merger Effective Time �tail� insurance policies with a claims
period of at least six years from the Public Company Merger Effective Time with respect to directors� and officers� liability insurance in amount
and scope at least as favorable as the Genco Holdings� existing policies for claims arising from facts or events that occurred prior to the Public
Company Merger Effective Time; provided that if such �tail� insurance policies are not available at a cost not greater than the amount set forth on
Section 6.14 of the Companies Disclosure Letter (the �Insurance Cap�), the Surviving Corporation shall cause to be obtained as much
comparable insurance for as long a period (not to exceed six years from the Public Company Merger Effective Time) as is available for a cost
not to exceed the Insurance Cap.

Section 6.15    Section 16 Matters. Prior to the Public Company Merger Closing, Genco Holdings and CenterPoint shall take all such steps as
may be required to cause to be exempt under Rule 16b-3 promulgated under the Exchange Act any dispositions of Common Stock (including
derivative securities with respect to Common Stock) that are treated as dispositions to Genco Holdings under such rule and result from the
Public Company Merger by each individual who is subject to the reporting requirements of Section 16(a) of the Exchange Act with respect to
Genco Holdings or CenterPoint.

Section 6.16    Intercompany Accounts and Agreements.

(a)  Except as set forth in Section 6.16(a) of the Parents Disclosure Letter and Section 6.6(m) of this Agreement, any intercompany accounts and
all amounts due under intercompany leases and other agreements between any of the Companies, on the one hand, and Parents and their
affiliates (other than the Companies), on the other hand, related to the Non-STP Assets and Liabilities shall be paid or otherwise settled in cash,
and all such agreements shall be terminated, as of the Non-STP Acquisition Closing; provided, that, any intercompany accounts between any of
the Companies, on the one hand, and Parents and their affiliates (other than the
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Companies), on the other hand, relating to the Texas Genco Money Pool Agreement dated as of October 22, 2003 (the �Money Pool Agreement�)
shall be paid or otherwise settled in cash and such agreement shall be terminated as of such date with respect to Genco II LP and Genco Services
and from such date until the STP Acquisition Closing Date, no person other than a Company may borrow funds under the Money Pool
Agreement; provided, further, that all amounts payable under any fuel purchase Contracts and the Current Transition Services Agreement shall
be paid in the ordinary course consistent with past practice. Such payment, settlement or termination shall be made effective at or prior to the
Non-STP Acquisition Closing or as promptly thereafter as practicable. No adjustment shall be made to the Non-STP Consideration as a result of
any such payment, settlement or termination.

(b)  Except as set forth in Section 6.16(b) of the Parents Disclosure Letter and Section 6.6(m) of this Agreement, any intercompany accounts and
all amounts due under intercompany leases and other agreements between any of the Companies, on the one hand, and Parents and their
affiliates (other than the Companies), on the other hand, related to the STP Assets and Liabilities shall be paid or otherwise settled in cash, and
all such agreements shall be terminated, as of the STP Acquisition Closing; provided, that, any intercompany accounts between any of the
Companies, on the one hand, and Parents and their affiliates (other than the Companies), on the other hand, relating to the Money Pool
Agreement shall be paid or otherwise settled in cash and such agreement shall be terminated as of such date with respect to all Companies;
provided, further, that all amounts payable under the Transition Services Agreement shall be paid in the ordinary course consistent with past
practice. Such payment, settlement or termination shall be made effective at or prior to the STP Acquisition Closing or as promptly thereafter as
practicable. No adjustment shall be made to the STP Consideration as a result of any such payment, settlement or termination.

(c)  Parents and Genco Holdings agree that, to the extent any intercompany leases or agreements between any of the Companies, on the one
hand, and the Parents or their affiliates, on the other hand, have not been disclosed in Section 4.22 of the Companies Disclosure Letter, to the
extent and as Buyer reasonably requests that any such lease or agreement survive the Non-STP Acquisition Closing or the STP Acquisition
Closing, as applicable, Parents shall, or shall cause their applicable affiliate to, cause such lease or contract to survive the Non-STP Acquisition
Closing or the STP Acquisition Closing, as applicable.

(d)  Prior to the Non-STP Acquisition Closing Date, neither Genco LP nor Genco Services shall, and Genco Holdings shall not make any
payment, incur any liability to or enter into any Contract or transaction with, Parent or any of its affiliates (including the Companies, other than
Genco LP and Genco Services), except pursuant to Company Affiliate Contracts in effect on the date of this Agreement or with Buyer�s prior
written consent.

Section 6.17    Transition Services and Other Intercompany Arrangements. (a) Each of Buyer and CenterPoint agree to enter into the Transition
Services Agreement on the Non-STP Acquisition Closing Date. At the Non-STP Acquisition Closing, all data processing, accounting, insurance,
banking, personnel, legal, communications, information technology and other products and services provided to the Companies or Genco II LP
by or at the expense of CenterPoint or any of its affiliates (other than a Company), including any agreements or understandings (written or oral)
with respect thereto with respect to the Genco Business, will terminate, except to the extent provided in the Transition Services Agreement or as
set forth in Sections 6.16(a) and (b) of the Parents Disclosure Letter.

(b)  On or prior to the Public Company Merger Closing Date, CenterPoint, Genco Holdings, Buyer and Genco LP, as applicable, shall execute an
amendment to the Spin-off Separation Agreement substantially in the form attached as Schedule 6.17(b), which amendment shall be effective as
of or after the Public Company Merger Effective Time (the �Separation Amendment�).

Section 6.18    Power Purchase Agreement. On or prior to the Non-STP Acquisition Closing Date, Genco LP and Genco II LP shall enter into a
power purchase agreement on the terms set forth on Schedule 6.18 attached hereto and otherwise on terms and conditions reasonably satisfactory
to Buyer and Genco Holdings.
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Section 6.19    Decommissioning Undertakings. Buyer covenants and agrees that following the STP Acquisition, Buyer shall cause its subsidiary
that owns the STP interest to maintain the Decommissioning Trust in compliance in all material respects with applicable Laws, including
regulations or rulings of the IRS, NRC and the PUC (or any successor entity having jurisdiction over the Decommissioning Trust and the
collection of decommissioning funds). CenterPoint covenants and agrees to cause its transmission and distribution subsidiary, CenterPoint
Energy Houston Electric, LLC (�CEHE�) (i) to maintain in its tariffed rates for the delivery of electricity the non-bypassable STP
decommissioning funding charge established in CEHE�s most recent rate order, with such changes to the charge as may be authorized or ordered
by the PUC from time to time, (ii) to deposit the decommissioning revenues collected by CEHE through the decommissioning charges into
Buyer�s nuclear decommissioning trust for STP (or, as applicable, into a decommissioning trust for STP maintained by an entity succeeding to or
having acquired all or part of Buyer�s interest in STP). CenterPoint and Buyer shall cooperate with the other, and shall cause each of their
subsidiaries to cooperate, at Buyer�s expense with respect to documented out-of-pocket expenses reasonably incurred, in providing information
for and otherwise supporting filings with the PUC in connection with the decommissioning charge, including any rate proceeding filed by
CEHE. Such support shall include: (i) Buyer or its subsidiary providing decommissioning studies and information as may be required to
substantiate Buyer�s proposed decommissioning charge levels, (ii) CenterPoint causing CEHE to provide information as may be required to
substantiate Buyer�s proposed decommissioning charge levels, including any necessary testimony or information relating to sales forecasts and
rate design, (iii) Buyer and CenterPoint supporting, and causing their subsidiaries to support, the maintenance of the decommissioning charge
and any increase to such charge proposed by Buyer or its subsidiary or any request by Buyer or its subsidiary that such charge be established as a
separate non-bypassable charge in CEHE�s rates and (iv) Buyer and CenterPoint opposing, and causing their subsidiaries to oppose, positions
taken by other parties to reduce, delay the recovery of or impose other terms or conditions relating to the annual decommissioning funding
amount to the extent that Buyer or its subsidiary does not support such position. CenterPoint shall cause CEHE to timely file proposed tariff and
any other information necessary to implement PUC orders effecting a change in the annual decommissioning funding amount for STP included
in CEHE�s rates, and CenterPoint shall cooperate with Buyer and its subsidiaries in complying with Code Section 468A and the Treasury
Regulations thereunder including filing any necessary elections or rulings with the IRS or other authorities. Buyer and CenterPoint agree that the
provisions of this Section 6.19 shall be binding upon and shall benefit their respective successors and assigns. CenterPoint agrees that it will not
enter into any transaction the effect of which would be to transfer, allocate, vest or assign (whether by merger, operation of law or otherwise) all
or any part of its transmission or distribution business or the requirement to collect all or any portion of such non-bypassable STP
decommissioning fund charge to any other person without obtaining the agreement of such person to be bound by and abide by the terms of this
Section 6.19 or substantially similar terms, and Buyer agrees that it will not enter into any transaction the effect of which would be to transfer,
allocate, vest or assign (whether by merger, operation of law or otherwise) its interest in STP to any other person without obtaining the
agreement of such person to be bound by and abide by the terms of this Section 6.19 or substantially similar terms. All references in this Section
6.19 to Buyer, CenterPoint or CEHE shall include each such party�s successors and assigns.

Section 6.20    True-up Proceeds. Buyer acknowledges that it has no claim or entitlement to any recovery or other amount resulting from any
final order issued by the PUC in the stranded cost true-up proceeding now pending before the PUC in Docket No. 29526 or to any proceeds from
any securitization bonds that may be issued by a subsidiary of CenterPoint to recover amounts CenterPoint and its subsidiaries may be entitled to
recover as a result of that proceeding. In the event that Buyer or any subsidiary receives any stranded cost recovery, amount or proceeds referred
to in the prior sentence, Buyer shall (or shall cause such subsidiary to) immediately pay such recovery, amount or proceeds over to CenterPoint.

Section 6.21    Environmental Reporting Regarding NOx Emission Reductions. Unless CenterPoint notifies Buyer that CenterPoint is not
required to furnish such information to the PUC, within 90 days after December 31, 2004, 2005 and 2006, Buyer shall furnish or cause to be
furnished to CenterPoint a statement detailing the capital expenditures made by Buyer and its subsidiaries for purposes of reduction of emissions
of NOx during the prior year. Such statement shall be in a form agreed by Buyer and CenterPoint in order to permit CenterPoint to file
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reports required by the PUC. This provision does not require Buyer to make any capital expenditures for these purposes or subject Buyer to any
liability with respect to CenterPoint�s filings with the PUC, but is solely a reporting obligation to enable CenterPoint to comply with its
obligations.

Section 6.22    Leases. Prior to the Genco LP Division, CenterPoint shall (or shall cause its applicable subsidiary to) enter into one or more lease
agreements with Genco LP or its designated affiliate on the terms set forth in Section 6.22 of the Companies Disclosure Letter and otherwise on
terms and conditions reasonably acceptable to Buyer.

ARTICLE VII

CONDITIONS TO CONSUMMATION OF THE PUBLIC COMPANY MERGER

Section 7.1    Conditions to Genco Holdings and Merger Sub�s Obligations to Consummate the Public Company Merger. The respective
obligations of Genco Holdings and Merger Sub to consummate the Public Company Merger are subject to the satisfaction on or prior to the
Public Company Merger Closing Date of each of the following conditions:

(a)  No Law or Order shall exist or shall have been enacted, entered, promulgated or enforced by any Governmental Authority which prohibits or
makes illegal consummation of the Public Company Merger or the Non-STP Acquisition or any of the other transactions related thereto;

(b)  Any waiting period applicable to the Public Company Merger or the Non-STP Acquisition, under applicable U.S. antitrust or trade
regulation laws and regulations, including under the HSR Act, shall have expired or been terminated;

(c)  The consummation of the Public Company Merger is permitted by Rule 14c-2 promulgated under the Exchange Act;

(d)  The Companies shall have access to immediately available funds under the Overnight Bridge Loan as contemplated by the Public Company
Merger Debt Term Sheet, the Buyer shall have received proceeds from the Debt Financing in an amount equal to the Non-STP Consideration (or
such amount shall have been funded into escrow as contemplated by the Debt Financing Letter) and the Delayed Draw Term Facility shall be in
full force and effect, in each case on the terms and conditions set forth in the Debt Financing Letter or the Public Company Merger Debt Term
Sheet, as applicable, or upon terms and conditions which are, in the judgment of Buyer, comparable or more favorable (to Buyer) in the
aggregate thereto, and to the extent that any terms and conditions are not set forth in the Debt Financing Letter, on terms and conditions
reasonably satisfactory to Buyer and, with respect to the Public Company Merger Debt Term Sheet, Genco Holdings;

(e)  Buyer shall have delivered to Parents a certificate, dated as of the date scheduled for the Public Company Merger Closing and effective so
long as the Public Company Merger is consummated on such date, to the effect that, in reliance on the certificates referred to in Section 8.3(d),
and based on the satisfaction or waiver by Buyer of the conditions precedent set forth in Section 8.3(e) and 8.3(f), Buyer is prepared to
consummate the Non-STP Acquisition on the following business day (subject to the satisfaction of the conditions set forth in Section 8.1 and
8.5), and upon delivery of such certificate, all the conditions in Section 8.3 shall be deemed satisfied or waived, so long as the Public Company
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day or as soon as possible thereafter;

(f)  The conditions in Section 8.2 shall have been satisfied; and

(g)  Genco II LP shall have been certified as an EWG by the FERC.

Genco Holdings shall not waive the conditions set forth in subsection (a), (b) or (c) of this Section 7.1 without Buyer�s consent.
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ARTICLE VIII

CONDITIONS TO CONSUMMATION OF THE NON-STP ACQUISITION

Section 8.1    Conditions to Buyer, Genco Holdings and CenterPoint�s Obligations to Consummate the Non-STP Acquisition. The respective
obligations of Buyer, Genco Holdings and CenterPoint to consummate the Non-STP Acquisition are subject to the satisfaction on or prior to the
Non-STP Acquisition Closing Date of each of the following conditions:

(a)  No Law or Order shall exist or shall have been enacted, entered, promulgated or enforced by any Governmental Authority which prohibits or
makes illegal consummation of the Non-STP Acquisition or any of the other transactions related thereto.

(b)  Any waiting period applicable to the Non-STP Acquisition under applicable U.S. antitrust or trade regulation laws and regulations, including
under the HSR Act, shall have expired or been terminated.

(c)  The Public Company Merger shall have been consummated.

Section 8.2    Further Conditions to Genco Holdings and CenterPoint�s Obligations. The obligation of Genco Holdings and CenterPoint to
consummate the Non-STP Acquisition is further subject to satisfaction or, if permitted by applicable Law, waiver by Genco LP and CenterPoint,
on or prior to the Public Company Merger Closing Date of each of the following conditions:

(a)  Representations and Warranties. Each of the representations and warranties of Buyer set forth in Article V of this Agreement shall be true
and correct as of the date of this Agreement and on and as of the Public Company Merger Closing Date as though such representations and
warranties were made on and as of such date, except for representations and warranties which speak as of an earlier date or period which shall be
true and correct as of such date or period; provided, however, that for purposes of this clause, such representations and warranties shall be
deemed to be true and correct unless the failure or failures of all such representations and warranties to be so true and correct, without giving
effect to any qualification as to materiality or Buyer Material Adverse Effect set forth in such representations or warranties, would reasonably be
expected, in the aggregate, to have a Buyer Material Adverse Effect.

(b)  Performance Obligations of Buyer. Buyer shall have performed in all material respects all obligations required to be performed by it under
this Agreement at or prior to the Public Company Merger Closing.

(c)  Officer�s Certificate. Genco LP and CenterPoint shall have received a certificate, dated the Public Company Merger Closing Date, signed on
behalf of Buyer by an officer of Buyer certifying as to the matters described in Sections 8.2(a) and 8.2(b).
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Section 8.3    Further Conditions to Buyer�s Obligations. The obligation of Buyer to consummate the Non-STP Acquisition shall be further
subject to the satisfaction or, if permitted by applicable Law, waiver by Buyer, on or prior to the Public Company Merger Closing Date, of each
of the following conditions:

(a)  Representations and Warranties. Each of the representations and warranties of Parents and Genco Holdings (i) set forth in Articles III and IV
of this Agreement shall be true and correct as of the date of this Agreement and as of the Public Company Merger Closing Date as though such
representations and warranties were made on and as of such date, except for representations and warranties that speak as of an earlier date or
period which shall be true and correct as of such date or period; provided, however, that for purposes of this clause, such representations and
warranties shall be deemed to be true and correct unless the failure or failures of all such representations and warranties to be so true and correct,
without giving effect to any qualification as to materiality or Companies Material Adverse Effect set forth in such representations or warranties,
would reasonably be expected, in the aggregate, to have a Companies Material Adverse Effect and (ii) set forth in Sections 3.3 and 4.3 shall be
true and correct in all material respects as of the date of this Agreement and as of the Public Company Merger Closing Date as though made on
and as of the Public
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Company Merger Closing Date, except for representations and warranties which speak as of an earlier date or period which shall be true and
correct as of such date or period.

(b)  Performance Obligations. Each of Parents and Genco Holdings shall have performed in all material respects all obligations required to be
performed by it under this Agreement at or prior to the Public Company Merger Closing Date, including, without limitation, causing the
consummation of the Genco LP Division.

(c)  No Material Adverse Effect. Since the date of this Agreement, there shall not have occurred any state of facts, change, development, event,
effect, condition or occurrence that, individually or in the aggregate, has had or would reasonably be expected to have a Companies Material
Adverse Effect.

(d)  Officer�s Certificate. Buyer shall have received a certificate, dated the Public Company Merger Closing Date, signed on behalf of (i) the
Parents by the Chief Executive Officer or Chief Financial of CenterPoint and (ii) Genco Holdings by the Chief Executive Officer or Chief
Financial of Genco Holdings, in each case certifying as to the matters described in Section 8.3(a), 8.3(b) and 8.3(c).

(e)  Receipt of Debt Financing. Genco Holdings shall have access to immediately available funds under the Overnight Bridge Loan as
contemplated by the Public Company Merger Debt Term Sheet, Buyer shall have received proceeds from the Debt Financing in an amount equal
to the Non-STP Consideration (or such amount shall have been funded into escrow as contemplated by the Debt Financing Letter) and the
Delayed Draw Term Facility shall be in full force and effect, in each case on the terms and conditions set forth in the Debt Financing Letter or
the Public Company Merger Debt Term Sheet, as applicable, or upon terms and conditions which are, in the judgment of Buyer, comparable or
more favorable (to Buyer) in the aggregate thereto, and to the extent that any terms and conditions are not set forth in the Debt Financing Letter,
on terms and conditions reasonably satisfactory to Buyer and, with respect to the Public Company Merger Debt Term Sheet, Genco Holdings.

(f)  Ancillary Agreements. At the request of Buyer delivered prior to the Public Company Merger Closing Date, (i) CenterPoint and Buyer shall
have entered into a Transition Services Agreement, dated as of the Non-STP Acquisition Closing Date, between CenterPoint and Buyer, in
substantially the form attached as Exhibit E to this Agreement (the �Transition Services Agreement�), and (ii) the parties thereto shall have
entered into the Separation Amendment, and each such agreement shall not have been revoked, terminated or amended.

(g)  EWG Certification. Genco II LP shall have been certified as an EWG by the FERC.

(h)  Genco II LP and Genco Services shall hold all Permits necessary to operate the Non-STP Assets and Liabilities consistent with past practice,
except where the failure to hold such Permits would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect.

Section 8.4    Additional Conditions to Genco Holdings and CenterPoint�s Obligations. The obligation of Genco Holdings and CenterPoint to
consummate the Non-STP Acquisition shall be further subject to the satisfaction or, if permitted by applicable Law, waiver by Genco Holdings
and CenterPoint, on or prior to the Non-STP Acquisition Closing Date, of the following conditions with respect to the Power Purchase
Agreement:
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(a)  All Bonds (as defined in the Phase I Lien Annex to the Power Purchase Agreement) issued by Genco LP under the Phase I Lien Annex to
the Power Purchase Agreement shall have been cancelled and returned to the Trustee (as defined in the Phase I Lien Annex to the Power
Purchase Agreement).

Section 8.5    Additional Conditions to Buyer�s Obligations. The obligation of Buyer to consummate the Non-STP Acquisition shall be further
subject to the satisfaction or, if permitted by applicable Law, waiver by Buyer, on or prior to the Non-STP Acquisition Closing Date, of the
following conditions:

(a)  Performance Obligations. Each of Parents and Genco Holdings shall have performed in all material respects all obligations required to be
performed by it under this Agreement in order to consummate the
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Non-STP Acquisition and all obligations required to be performed by it under this Agreement from the Public Company Merger Closing Date
through and prior to the Non-STP Acquisition Closing.

(b)  Officer�s Certificate. Buyer shall have received a certificate, dated the Non-STP Acquisition Closing Date, signed on behalf of (i) the Parents
by the Chief Executive Officer or Chief Financial of CenterPoint and (ii) Genco Holdings by the Chief Executive Officer or Chief Financial of
Genco Holdings, in each case certifying as to the matters described in Section 8.5(a).

(c)  Provided that Buyer has satisfied the condition set forth in Section 8.4(a), (i) the Indenture (as defined in the Phase I Lien Annex to the
Power Purchase Agreement) shall have been satisfied and discharged or (ii) (A) Genco II LP shall have been released and discharged from all
obligations and covenants under such Indenture and on and under all Securities (as defined in the Indenture) then Outstanding (as defined in the
Indenture) and (B) all assets (including all property, real, personal and mixed) of Genco II LP shall have been released from all liens under the
Indenture.

ARTICLE IX

CONDITIONS TO CONSUMMATION OF THE STP ACQUISITION

Section 9.1    Conditions to CenterPoint and Buyer�s Obligations to Consummate the STP Acquisition. The respective obligations of
CenterPoint and Buyer to consummate the STP Acquisition are subject to the satisfaction on or prior to the STP Acquisition Closing Date of
each of the following conditions:

(a)  No Law or Order shall exist or shall have been enacted, entered, promulgated or enforced by any Governmental Authority which prohibits or
makes illegal consummation of the STP Acquisition or any of the other transactions related thereto;

(b)  Any waiting period applicable to the STP Acquisition under applicable U.S. antitrust or trade regulation laws and regulations, including
under the HSR Act, shall have expired or been terminated;

(c)  The NRC Approval shall have been obtained and shall be in full force and effect, any waiting period prescribed by Law before the STP
Acquisition may be consummated shall have expired, no rehearing or appeal of such NRC Approval shall be pending or to Genco Holdings� or
Buyer�s knowledge threatened; and

(d)  The Non-STP Acquisition shall have been consummated.

Section 9.2    Further Conditions to Buyer�s Obligations. The obligation of Buyer to consummate the STP Acquisition shall be further subject
to the satisfaction or, if permitted by applicable Law, waiver by Buyer, on or prior to the STP Acquisition Closing Date, of each of the following
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(a)  Representations and Warranties. Each of the representations and warranties of Parents and Genco Holdings (i) set forth in Articles III and IV
of this Agreement relating to the Companies (excluding the Non-STP Assets and Liabilities transferred in the Non-STP Acquisition) shall be
true and correct as of the date of this Agreement and as of the STP Acquisition Closing Date as though such representations and warranties were
made on and as of such date, except for representations and warranties that speak as of an earlier date or period which shall be true and correct as
of such date or period; provided, however, that for purposes of this clause, such representations and warranties shall be deemed to be true and
correct unless the failure or failures of all such representations and warranties to be so true and correct, without giving effect to any qualification
as to materiality or Companies Material Adverse Effect set forth in such representations or warranties, would reasonably be expected, in the
aggregate, to have a Companies Material Adverse Effect and (ii) set forth in Section 3.3(b) of this Agreement shall be true and correct as of the
STP Acquisition Closing Date as though such representation was made on and as of such date. For purposes of this Section 9.2, in the definition
of �Companies Material Adverse Effect�, the words �Companies taken as a whole� shall be deemed to be followed by the phrase �(including the
Non-STP Assets and Liabilities as in
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effect as of the date hereof)�, so that the only items relevant shall be any state of facts, changes, developments, events, effects, conditions and
occurrences affecting the STP Assets and Liabilities, which shall be compared to the Companies taken as a whole as of the date of this
Agreement, ignoring any such item thereafter affecting the Non-STP Assets and Liabilities.

(b)  Performance Obligations. From the Non-STP Acquisition Closing Date through the STP Acquisition Closing Date, each of Parents and
Genco Holdings shall have performed in all material respects all obligations relating to the Companies (excluding the Non-STP Assets and
Liabilities transferred in the Non-STP Acquisition) required to be performed by it under this Agreement at or prior to the STP Acquisition
Closing.

(c)  No STP Assets Material Adverse Effect. Since the date of this Agreement, there shall not have occurred any state of facts, change,
development, event, effect, condition or occurrence with respect to the Companies (for the avoidance of doubt excluding the Non-STP Assets
and Liabilities transferred in the Non-STP Acquisition) that, individually or in the aggregate, has had or would reasonably be expected to have a
Companies Material Adverse Effect.

(d)  Officer�s Certificate. Buyer shall have received a certificate, dated the STP Acquisition Closing Date, signed on behalf of CenterPoint by the
Chief Executive Officer or Chief Financial of CenterPoint certifying as to the matters described in Section 9.2(a), 9.2(b) and 9.2(c).

ARTICLE X

TERMINATION AND ABANDONMENT

Section 10.1    Termination. This Agreement may be terminated and the transactions contemplated hereby may be abandoned at any time prior to
the STP Acquisition Closing Date, as follows (the date of any such termination, the �Termination Date�):

(a)  by mutual written consent of CenterPoint, Genco Holdings and Buyer;

(b)  by CenterPoint, Genco Holdings or Buyer if the STP Acquisition Closing shall not have been consummated on or before April 30, 2005
(such date, as it may be extended under clause (a) of this paragraph, the �Optional Termination Date�); provided, however, that (a) either
CenterPoint, Genco Holdings or Buyer may, in its sole discretion, elect to extend the Optional Termination Date for up to two consecutive
90-day extension periods if, in each case, (i) the conditions set forth in Sections 7.1(b), 9.1(b) or 9.1(c) have not been satisfied, (ii) all other
conditions to consummation of the Public Company Merger, in the case of Section 7.1(b), or the STP Acquisition Closing, in the case of Section
9.1(b) or 9.1(c), are satisfied or capable of then being satisfied (other than the condition in Section 9.1(d) in the case of the STP Acquisition
Closing), and (iii) the sole reason that the Public Company Merger or the STP Acquisition Closing, as applicable, has not been consummated by
such date is that the conditions set forth in Sections 7.1(b), 9.1(b) or 9.1(c), as applicable, have not been satisfied due to the failure to obtain the
necessary consents and Approvals under applicable Laws or a judgment, injunction, order or decree of a court or governmental or regulatory
entity of competent jurisdiction shall be in effect and Parents and Genco Holdings, on the one hand, or Buyer, on the other hand, as applicable,
are still attempting to obtain such necessary consents and Approvals under applicable Laws, or are contesting (x) the refusal of such court or
governmental or regulatory entity to give such consents or Approvals or (y) the entry of any such judgment, injunction, order or decree, in court
or through other applicable proceedings; and (b) the right to terminate this Agreement pursuant to this Section 10.1(b) shall not be available to
either of CenterPoint or Genco Holdings, if either of their failure to perform, or Buyer, if its failure to perform, its obligations under this
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consummated on or before the Termination Date or Optional Termination Date, as applicable;
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(c)  by CenterPoint or Genco Holdings, on the one hand, or Buyer, on the other hand, if there shall have been a material breach of any of the
covenants or agreements or any of the representations or warranties set forth in this Agreement on the part of any of Buyer, in the case of
termination by CenterPoint or Genco Holdings, or the Parents or Genco Holdings, in the case of a termination by Buyer, which breach,
individually or together with all other such breaches, would constitute, if occurring or continuing on the Non-STP Acquisition Closing Date or
the STP Acquisition Closing Date, the failure of any of the conditions set forth in Section 8.2, 8.3 or 9.2, as the case may be, and which is not
cured within 30 days following written notice to the party committing such breach or by its nature or timing cannot be cured prior to the
Non-STP Acquisition Closing Date or the STP Acquisition Closing Date, as the case may be;

(d)  by CenterPoint, Genco Holdings or Buyer if (i) a Governmental Authority shall have issued an Order or taken any other action permanently
restraining, enjoining or otherwise prohibiting the transactions contemplated by this Agreement and such Order shall have become final and
non-appealable or (ii) a Governmental Authority of competent jurisdiction shall have denied or otherwise failed to grant a Required Approval
and such failure or denial shall have become final and non-appealable, a result of which the conditions set forth in Section 7.1 or, if the Public
Company Merger has occurred, Section 8.1 or, if the Non-STP Acquisition Closing has occurred, Section 9.1, shall become incapable of being
satisfied; or

(e)  by Buyer if the Non-STP Acquisition has not occurred within three calendar days after the Public Company Merger Closing Date.

Section 10.2    Procedure for and Effect of Termination. In the event of termination of this Agreement and abandonment of the transactions
contemplated by this Agreement by either party as provided under Section 10.1 of this Agreement, written notice thereof shall be given by a
party so terminating to the other party and this Agreement shall forthwith become void and have no effect, and the transactions contemplated by
this Agreement shall be abandoned without further action by Parents, Genco Holdings or Buyer, without any liability or obligation on the part of
Buyer, Genco Holdings or Parents, other than the provisions of Section 6.2(b), this Section 10.2 and Article XI. If this Agreement is terminated
under Section 10.1 of this Agreement:

(a)  each party shall redeliver all documents, work papers and other materials of the other parties relating to the transactions contemplated by this
Agreement which have not been consummated as of the date of termination, whether obtained before or after the execution of this Agreement, to
the party furnishing the same, and all confidential information received by any party hereto with respect to the other party shall be treated in
accordance with the Confidentiality Agreement and Section 6.2(b) of this Agreement;

(b)  all filings, applications and other submissions made pursuant hereto shall, to the extent practicable, be withdrawn from the agency or other
person to which made, to the extent the applicable transaction has not been consummated; and

(c)  there shall be no liability or obligation under this Agreement on the part of Parents, Genco Holdings or Buyer or any of their respective
Representatives, except that nothing contained in this Section 10.2 shall relieve any party from liability for its breach of representations,
warranties, covenants or agreements set forth in this Agreement; and except that the obligations provided for in this Section 10.2 shall survive
any such termination.

Notwithstanding anything to the contrary in this Agreement, in the event of a termination of this Agreement pursuant to Article X following the
consummation of the Non-STP Acquisition, the provisions of this Agreement shall remain in effect in accordance with their terms, except for the
obligations relating solely to the STP Assets and Liabilities, including the obligation to consummate the STP Acquisition.
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ARTICLE XI

MISCELLANEOUS PROVISIONS

Section 11.1    Representations and Warranties. All representations and warranties in Articles IV and V of this Agreement or in any instrument
delivered pursuant to this Agreement shall not survive and shall terminate at the Public Company Merger Effective Time (as such
representations and warranties relate to the Non-STP Assets and Liabilities) or at the STP Acquisition Closing (otherwise) or, subject to Section
10.2(c), upon termination of this Agreement pursuant to Article X, as the case may be. The representations and warranties contained in Article
III (other than Section 3.4) and Section 6.11(i) of this Agreement shall survive indefinitely.

Section 11.2    Amendment and Modification. This Agreement may be amended, modified or supplemented at any time by the parties to this
Agreement, under an instrument in writing signed by all parties.

Section 11.3    Entire Agreement; Assignment. This Agreement (including the Parents Disclosure Letter, Companies Disclosure Letter and Buyer
Disclosure Letter), the Confidentiality Agreement and the Parent Written Consent (a) constitute the entire agreement between the parties
concerning the subject matter of this Agreement and supersede other prior agreements and understandings, both written and oral, between the
parties concerning the subject matter of this Agreement, and (b) shall not be assigned, by operation of Law or otherwise, by a party, without the
prior written consent of the other parties, and any such assignment without such prior written consent shall be null and void, except that Buyer
may assign its rights or obligations hereunder to any affiliate or a lender (or agent therefor) for security purposes, provided that no such
assignment shall relieve Buyer of its obligations hereunder.

Section 11.4    Severability. The invalidity or unenforceability of any term or provision of this Agreement in any situation or jurisdiction shall
not affect the validity or enforceability of the other terms or provisions of this Agreement or the validity or enforceability of the offending term
or provision in any other situation or in any other jurisdiction and the remaining terms and provisions shall remain in full force and effect, unless
doing so would result in an interpretation of this Agreement which is manifestly unjust.

Section 11.5    Notices. Unless otherwise provided in this Agreement, all notices and other communications under this Agreement shall be in
writing and may be given by any of the following methods: (a) personal delivery; (b) facsimile transmission; (c) registered or certified mail,
postage prepaid, return receipt requested; or (d) overnight delivery service. Such notices and communications shall be sent to the appropriate
party at its address or facsimile number given below or at such other address or facsimile number for such party as shall be specified by notice
given under this Agreement (and shall be deemed given upon receipt by such party or upon actual delivery to the appropriate address, or, in case
of a facsimile transmission, upon transmission by the sender and issuance by the transmitting machine of a confirmation slip that the number of
pages constituting the notice have been transmitted without error; in the case of notices sent by facsimile transmission, the sender shall
contemporaneously mail a copy of the notice to the addressee at the address provided for above; provided, however, that such mailing shall in no
way alter the time at which the facsimile notice is deemed received):

(a) if to Genco Holdings, to

Texas Genco Holdings, Inc.
1111 Louisiana Street
Houston, Texas 77002
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Telecopy: (713) 207-0141
Attention: David G. Tees

with a copy to

Baker Botts L.L.P.
One Shell Plaza
910 Louisiana Street
Houston, Texas 77002-4995
Telecopy: (713) 229-7701
Attention: J. David Kirkland, Jr.
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(b) if to Parents, to

CenterPoint Energy, Inc,
1111 Louisiana Street
Houston, Texas 77002
Telecopy: (713) 207-0141
Attention: Gary Whitlock

Utility Holding LLC
1011 Centre Road
Suite 324
Wilmington, Delaware 19805
Telecopy: (302) 225-1485
Attention: Patricia F. Genzel
                     President and Secretary

with a copy to

Baker Botts L.L.P.
One Shell Plaza
910 Louisiana Street
Houston, Texas 77002-4995
Telecopy: (713) 229-7701
Attention: J. David Kirkland, Jr.

(c) if to Buyer, to

GC Power Acquisition LLC
c/o Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, New York 10017
Telecopy: (212) 455-2502
Attention: David J. Sorkin
                     Brian M. Stadler

with a copy to

Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, New York 10017
Telecopy: (212) 455-2502
Attention: David J. Sorkin
                     Brian M. Stadler

Section 11.6    Governing Law. This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York
(except to the extent that mandatory provisions of Texas Law are applicable). All Actions arising out of or relating to this Agreement shall be
heard and determined in any state or federal court sitting in the City of New York, and the parties hereby irrevocably submit to the exclusive
jurisdiction of such courts in any such Action and irrevocably waive the defense of an inconvenient forum to the maintenance of any such
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Action. Each party irrevocably consents to the service of any and all process in any such Action by the mailing of copies of such process to such
party at its address specified in Section 11.5. The parties agree that a final judgment in any such Action shall be conclusive and may be enforced
in other jurisdictions by suit on the judgment or in any other manner provided by Law. Nothing in this Section 11.6 shall affect the right of any
party to serve legal process in any other manner permitted by Law. The consents to jurisdiction set forth in this Section 11.6 shall not constitute
general consents to service of process in the State of New York and shall have
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no effect for any purpose except as provided in this Section 11.6 and shall not be deemed to confer rights on any person other than the parties.
EACH PARTY HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED UPON CONTRACT, TORT OR OTHERWISE)
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 11.7    Descriptive Headings. The table of contents and descriptive headings used in this Agreement are inserted for convenience of
reference only and shall in no way be construed to define, limit, describe, explain, modify, amplify, or add to the interpretation, construction or
meaning of any provision of, or scope or intent of, this Agreement nor in any way affect this Agreement.

Section 11.8    Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but any of which
together shall constitute one and the same instrument.

Section 11.9    Fees and Expenses. Whether or not this Agreement and the transactions contemplated by this Agreement are consummated, and
except as otherwise expressly set forth in this Agreement, all costs and expenses (including legal and financial advisory fees and expenses)
incurred in connection with, or in anticipation of, this Agreement and the transactions contemplated by this Agreement shall be paid by the party
incurring such expenses. Each of the Parents and Genco Holdings, on the one hand, and Buyer, on the other hand, shall indemnify and hold
harmless the other party from and against any and all claims or liabilities for financial advisory and finders� fees incurred by reason of any action
taken by such party or otherwise arising out of the transactions contemplated by this Agreement by any person claiming to have been engaged
by such party.

Section 11.10    Interpretation.

(a)  The phrase �to the knowledge of� any person or any similar phrase shall mean such facts and other information which as of the date of
determination are actually known to any executive officer of such person, after due inquiry. In the event an ambiguity or question of intent or
interpretation arises, this Agreement shall be construed as if drafted jointly by the parties and no presumption or burden of proof shall arise
favoring or disfavoring any party by virtue of the authorship of any provisions of this Agreement. When a reference is made in this Agreement
to Sections, Schedules or Exhibits, such reference shall be to a Section, Schedule or Exhibit of this Agreement, respectively, unless otherwise
indicated. Whenever the words �include,� �includes� or �including� are used in this Agreement, they shall be deemed to be followed by the words
�without limitation�. The words �hereof,� �herein� and �hereunder� and words of similar import when used in this Agreement shall refer to this
Agreement as a whole and not to any particular provision of this Agreement. The term �or� is not exclusive. The definitions contained in this
Agreement are applicable to the singular as well as the plural forms of such terms. References to a person are also to its permitted successors and
assigns. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms.

(b)  For purposes of this Agreement, the term: (i) �affiliate� means, unless otherwise indicated, any person that directly, or indirectly through one
or more intermediaries, controls, is controlled by or is under common control with the person specified; (ii) �Company IP� means all Intellectual
Property owned, held or used by any Company, all material patent, copyright, trademark and service mark registrations and applications, domain
names issued to, assigned to and filed by any Company (or, to the extent applicable, any affiliate of Parents engaged in the Genco Business who
transferred, directly or indirectly, assets or liabilities to any Company in the Separation Transactions) and all IP Contracts; (iii) �good utility
practices� means with respect to each generation facility, any of the practices, methods and acts generally engaged in or approved by a
significant portion of the electric utility industry in the United States for facilities of similar size, technology and age in the United States during
a particular time period, or any of such practices, methods, and acts, which, in the exercise of reasonable judgment in light of the facts known or
that reasonably should be known at the time a decision is made, could have been expected to accomplish the desired result at a reasonable cost
consistent with good business practices, reliability, safety and expedition; (iv) �Intellectual Property� means all U.S. and foreign intellectual
property, including: (a) patents, inventions, discoveries, processes, designs, techniques,
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developments, technology, and related improvements and know-how, whether or not patented or patentable; (b) copyrights and works of
authorship in any media, including computer hardware, software, firmware, applications, files, systems, networks, databases and compilations,
documentation and related textual works, graphics, advertising, marketing and promotional materials, photographs, artwork, drawings, articles,
textual works, and Internet site content; (c) trademarks, service marks, trade names, brand names, corporate names, domain names, logos trade
dress and other source indicators and the goodwill of any business symbolized thereby; (d) trade secrets, drawings, blueprints and all non-public,
confidential or proprietary information, documents, materials, analyses, reach and lists; (e) all registrations, applications and recordings and
licenses and other agreements related thereto; and (f) all rights to obtain renewals, extensions, continuations, continuations-in-part, reissues,
divisions or similar legal protections related thereto; (v) �person� means any individual, corporation, partnership, limited liability company, firm,
joint venture, association, joint-stock company, trust, unincorporated organization, representative office, branch, Governmental Authority or
other similar entity such determination; and (vi) �subsidiary� means, with respect to any person, any other person of which such person (either
alone or through or together with any other subsidiary) owns, directly or indirectly, 50% or more of the outstanding equity securities or securities
carrying 50% or more of the voting power in the election of the board of directors or other governing body of such person; provided that
STPNOC shall be deemed to be a �subsidiary� of Genco Holdings for purposes of the following Sections of this Agreement: 3.5, 4.1 (other than
the last sentence), 4.3, 4.5, 4.6(a) (first sentence only), 4.8 (first sentence only), 4.9, 4.10, 4.14 (first sentence only), 4.15, 4.21, 4.22, 6.1, 6.2,
6.3, 6.6, 6.7 and 6.16; and provided, further, that the parties acknowledge that Genco Holdings does not control STPNOC, and accordingly (i)
the representations and warranties referred to above in Article IV are made to the Company�s knowledge and (ii) with respect to the obligations
of Genco Holdings to cause the Companies to take various actions under Sections 6.1, 6.2, 6.3, 6.6, 6.7 and 6.16, Genco Holdings� obligations
under such Sections shall be to cause Genco LP not to approve or take any other action that would permit STPNOC to take actions under such
Sections that could not be taken by Companies.

Section 11.11    Third-Party Beneficiaries. This Agreement is solely for the benefit of Parents, Genco Holdings, CEHE (with respect to Section
6.11 only) and their respective successors and permitted assigns, with respect to the obligations of Buyer under this Agreement, and for the
benefit of Buyer, and its successors and permitted assigns, with respect to the obligations of Parents and Genco Holdings, under this Agreement.
Notwithstanding anything contained in this Agreement to the contrary, nothing in this Agreement, expressed or implied, is intended to confer on
any person other than the parties or their respective successors and assigns any rights, remedies, obligations or liabilities under or by reason of
this Agreement.

Section 11.12    No Waivers. Except as otherwise expressly provided in this Agreement, no failure to exercise, delay in exercising, or single or
partial exercise of any right, power or remedy by any party, and no course of dealing between the parties, shall constitute a waiver of any such
right, power or remedy. No waiver by a party of any default, misrepresentation, or breach of warranty or covenant under this Agreement,
whether intentional or not, shall be deemed to extend to any prior or subsequent default, misrepresentation, or breach of warranty or covenant
under this Agreement or affect in any way any rights arising by virtue of any prior or subsequent such occurrence. No waiver shall be valid
unless in writing and signed by the party against whom such waiver is sought to be enforced.

Section 11.13    Specific Performance. The parties to this Agreement agree that if any of the provisions of this Agreement were not performed in
accordance with their specific terms or were otherwise breached, irreparable damage would occur, no adequate remedy at law would exist and
damages would be difficult to determine, and that the parties shall be entitled to specific performance of the terms of this Agreement and
immediate injunctive relief, without the necessity of proving the inadequacy of money damages as a remedy, in addition to any other remedy at
law or in equity.

Section 11.14    Acknowledgments. Notwithstanding anything else that may be expressed or implied in this Agreement, CenterPoint, Utility
Holding and Genco Holdings covenant, agree and acknowledge that no recourse under this Agreement or any documents or instruments
delivered in connection with this Agreement or any of the

A-67

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 306



Table of Contents

transactions contemplated hereby shall be had against any current or future director, officer, employee, general or limited partner, member or
Affiliate (including the Investors) of Buyer or any of the foregoing, whether by the enforcement of any assessment or by any legal or equitable
proceeding, or by virtue of any statute, regulation or other applicable Law, it being expressly agreed and acknowledged that no personal liability
whatsoever shall attach to, be imposed on or otherwise be incurred by any current or future officer, agent or employee of Buyer or any current or
future shareholder of Buyer or any current or future director, officer, employee, general or limited partner, member or Affiliate (including the
Investors) of any of the foregoing, as such, for any obligation of Buyer under this Agreement or any documents or instruments delivered in
connection with this Agreement or any of the transactions contemplated hereby or for any claim based on, in respect of or by reason of such
obligations of Buyer or their creation.

Section 11.15    Parent Undertaking. CenterPoint agrees to cause Utility Holding to, and subject to Section 11.16 to use its best efforts to cause
Genco Holdings to, perform the actions required of it under this Agreement and guarantees the performance of the obligations of Utility Holding
and, after the Public Company Merger, of Genco Holdings.

Section 11.16    Special Committee. Prior to the Public Company Merger Effective Time, any action by Genco Holdings to terminate this
Agreement pursuant to Section 10.1, any agreement by Genco Holdings to amend this Agreement pursuant to Section 11.2 or any waiver by
Genco Holdings pursuant to Section 7.1, 8.1, or 8.2 shall be made, taken or given, as the case may be, only with the concurrence, or at the
direction, of the Special Committee of the Board of Directors of Genco Holdings which was appointed to act in connection with this Agreement
and related matters.
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IN WITNESS WHEREOF, each of the undersigned has caused this Agreement to be duly signed as of the date first above written.

TEXAS GENCO HOLDINGS, INC.

By: /s/    DAVID G. TEES        

Name: David G. Tees
Title: President and CEO

GC POWER ACQUISITION LLC

By: /s/    MICHAEL MACDOUGALL        

Name: Michael MacDougall
Title: Manager

HPC MERGER SUB, INC.

By: /s/    MICHAEL MACDOUGALL        

Name: Michael MacDougall
Title: President

NN HOUSTON SUB, INC.

By: /s/    GARY L. WHITLOCK        

Name: Gary L. Whitlock
Title: Executive Vice President and

Chief Financial Officer

PARENTS:

CENTERPOINT ENERGY, INC.

By: /s/    DAVID M. MCCLANAHAN        

Name: David M. McClanahan
Title: President and Chief Executive Officer

UTILITY HOLDING, LLC

By: /s/    PATRICIA F. GENZEL        

Name: Patricia F. Genzel
Title: President
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Appendix B

Art. 5.11. Rights of Dissenting Shareholders in the Event of Certain Corporate Actions

A. Any shareholder of a domestic corporation shall have the right to dissent from any of the following corporate actions:

(1) Any plan of merger to which the corporation is a party if shareholder approval is required by Article 5.03 or 5.16 of this Act and the
shareholder holds shares of a class or series that was entitled to vote thereon as a class or otherwise;

(2) Any sale, lease, exchange or other disposition (not including any pledge, mortgage, deed of trust or trust indenture unless otherwise provided
in the articles of incorporation) of all, or substantially all, the property and assets, with or without good will, of a corporation if special
authorization of the shareholders is required by this Act and the shareholders hold shares of a class or series that was entitled to vote thereon as a
class or otherwise;

(3) Any plan of exchange pursuant to Article 5.02 of this Act in which the shares of the corporation of the class or series held by the shareholder
are to be acquired.

B. Notwithstanding the provisions of Section A of this Article, a shareholder shall not have the right to dissent from any plan of merger in which
there is a single surviving or new domestic or foreign corporation, or from any plan of exchange, if:

(1) the shares, or depository receipts in respect of the shares, held by the shareholder are part of a class or series, shares, or depository receipts in
respect of the shares, of which are on the record date fixed to determine the shareholders entitled to vote on the plan of merger or plan of
exchange:

(a) listed on a national securities exchange;

(b) listed on the Nasdaq Stock Market (or successor quotation system) or designated as a national market security on an interdealer quotation
system by the National Association of Securities Dealers, Inc., or successor entity; or

(c) held of record by not less than 2,000 holders;

(2) the shareholder is not required by the terms of the plan of merger or plan of exchange to accept for the shareholder�s shares any consideration
that is different than the consideration (other than cash in lieu of fractional shares that the shareholder would otherwise be entitled to receive) to
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be provided to any other holder of shares of the same class or series of shares held by such shareholder; and

(3) the shareholder is not required by the terms of the plan of merger or the plan of exchange to accept for the shareholder�s shares any
consideration other than:

(a) shares, or depository receipts in respect of the shares, of a domestic or foreign corporation that, immediately after the effective time of the
merger or exchange, will be part of a class or series, shares, or depository receipts in respect of the shares, of which are:

(i) listed, or authorized for listing upon official notice of issuance, on a national securities exchange;

(ii) approved for quotation as a national market security on an interdealer quotation system by the National Association of Securities Dealers,
Inc., or successor entity; or

(iii) held of record by not less than 2,000 holders;

(b) cash in lieu of fractional shares otherwise entitled to be received; or

(c) any combination of the securities and cash described in Subdivisions (a) and (b) of this subsection.
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Art. 5.12. Procedure for Dissent by Shareholders as to Said Corporate Actions

A. Any shareholder of any domestic corporation who has the right to dissent from any of the corporate actions referred to in Article 5.11 of this
Act may exercise that right to dissent only by complying with the following procedures:

(1)(a) With respect to proposed corporate action that is submitted to a vote of shareholders at a meeting, the shareholder shall file with the
corporation, prior to the meeting, a written objection to the action, setting out that the shareholder�s right to dissent will be exercised if the action
is effective and giving the shareholder�s address, to which notice thereof shall be delivered or mailed in that event. If the action is effected and
the shareholder shall not have voted in favor of the action, the corporation, in the case of action other than a merger, or the surviving or new
corporation (foreign or domestic) or other entity that is liable to discharge the shareholder�s right of dissent, in the case of a merger, shall, within
ten (10) days after the action is effected, deliver or mail to the shareholder written notice that the action has been effected, and the shareholder
may, within ten (10) days from the delivery or mailing of the notice, make written demand on the existing, surviving, or new corporation
(foreign or domestic) or other entity, as the case may be, for payment of the fair value of the shareholder�s shares. The fair value of the shares
shall be the value thereof as of the day immediately preceding the meeting, excluding any appreciation or depreciation in anticipation of the
proposed action. The demand shall state the number and class of the shares owned by the shareholder and the fair value of the shares as
estimated by the shareholder. Any shareholder failing to make demand within the ten (10) day period shall be bound by the action.

(b) With respect to proposed corporate action that is approved pursuant to Section A of Article 9.10 of this Act, the corporation, in the case of
action other than a merger, and the surviving or new corporation (foreign or domestic) or other entity that is liable to discharge the shareholder�s
right of dissent, in the case of a merger, shall, within ten (10) days after the date the action is effected, mail to each shareholder of record as of
the effective date of the action notice of the fact and date of the action and that the shareholder may exercise the shareholder�s right to dissent
from the action. The notice shall be accompanied by a copy of this Article and any articles or documents filed by the corporation with the
Secretary of State to effect the action. If the shareholder shall not have consented to the taking of the action, the shareholder may, within twenty
(20) days after the mailing of the notice, make written demand on the existing, surviving, or new corporation (foreign or domestic) or other
entity, as the case may be, for payment of the fair value of the shareholder�s shares. The fair value of the shares shall be the value thereof as of
the date the written consent authorizing the action was delivered to the corporation pursuant to Section A of Article 9.10 of this Act, excluding
any appreciation or depreciation in anticipation of the action. The demand shall state the number and class of shares owned by the dissenting
shareholder and the fair value of the shares as estimated by the shareholder. Any shareholder failing to make demand within the twenty (20) day
period shall be bound by the action.

(2) Within twenty (20) days after receipt by the existing, surviving, or new corporation (foreign or domestic) or other entity, as the case may be,
of a demand for payment made by a dissenting shareholder in accordance with Subsection (1) of this Section, the corporation (foreign or
domestic) or other entity shall deliver or mail to the shareholder a written notice that shall either set out that the corporation (foreign or
domestic) or other entity accepts the amount claimed in the demand and agrees to pay that amount within ninety (90) days after the date on
which the action was effected, and, in the case of shares represented by certificates, upon the surrender of the certificates duly endorsed, or shall
contain an estimate by the corporation (foreign or domestic) or other entity of the fair value of the shares, together with an offer to pay the
amount of that estimate within ninety (90) days after the date on which the action was effected, upon receipt of notice within sixty (60) days
after that date from the shareholder that the shareholder agrees to accept that amount and, in the case of shares represented by certificates, upon
the surrender of the certificates duly endorsed.

(3) If, within sixty (60) days after the date on which the corporate action was effected, the value of the shares is agreed upon between the
shareholder and the existing, surviving, or new corporation (foreign or
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domestic) or other entity, as the case may be, payment for the shares shall be made within ninety (90) days after the date on which the action was
effected and, in the case of shares represented by certificates, upon surrender of the certificates duly endorsed. Upon payment of the agreed
value, the shareholder shall cease to have any interest in the shares or in the corporation.

B. If, within the period of sixty (60) days after the date on which the corporate action was effected, the shareholder and the existing, surviving,
or new corporation (foreign or domestic) or other entity, as the case may be, do not so agree, then the shareholder or the corporation (foreign or
domestic) or other entity may, within sixty (60) days after the expiration of the sixty (60) day period, file a petition in any court of competent
jurisdiction in the county in which the principal office of the domestic corporation is located, asking for a finding and determination of the fair
value of the shareholder�s shares. Upon the filing of any such petition by the shareholder, service of a copy thereof shall be made upon the
corporation (foreign or domestic) or other entity, which shall, within ten (10) days after service, file in the office of the clerk of the court in
which the petition was filed a list containing the names and addresses of all shareholders of the domestic corporation who have demanded
payment for their shares and with whom agreements as to the value of their shares have not been reached by the corporation (foreign or
domestic) or other entity. If the petition shall be filed by the corporation (foreign or domestic) or other entity, the petition shall be accompanied
by such a list. The clerk of the court shall give notice of the time and place fixed for the hearing of the petition by registered mail to the
corporation (foreign or domestic) or other entity and to the shareholders named on the list at the addresses therein stated. The forms of the
notices by mail shall be approved by the court. All shareholders thus notified and the corporation (foreign or domestic) or other entity shall
thereafter be bound by the final judgment of the court.

C. After the hearing of the petition, the court shall determine the shareholders who have complied with the provisions of this Article and have
become entitled to the valuation of and payment for their shares, and shall appoint one or more qualified appraisers to determine that value. The
appraisers shall have power to examine any of the books and records of the corporation the shares of which they are charged with the duty of
valuing, and they shall make a determination of the fair value of the shares upon such investigation as to them may seem proper. The appraisers
shall also afford a reasonable opportunity to the parties interested to submit to them pertinent evidence as to the value of the shares. The
appraisers shall also have such power and authority as may be conferred on Masters in Chancery by the Rules of Civil Procedure or by the order
of their appointment.

D. The appraisers shall determine the fair value of the shares of the shareholders adjudged by the court to be entitled to payment for their shares
and shall file their report of that value in the office of the clerk of the court. Notice of the filing of the report shall be given by the clerk to the
parties in interest. The report shall be subject to exceptions to be heard before the court both upon the law and the facts. The court shall by its
judgment determine the fair value of the shares of the shareholders entitled to payment for their shares and shall direct the payment of that value
by the existing, surviving, or new corporation (foreign or domestic) or other entity, together with interest thereon, beginning 91 days after the
date on which the applicable corporate action from which the shareholder elected to dissent was effected to the date of such judgment, to the
shareholders entitled to payment. The judgment shall be payable to the holders of uncertificated shares immediately but to the holders of shares
represented by certificates only upon, and simultaneously with, the surrender to the existing, surviving, or new corporation (foreign or domestic)
or other entity, as the case may be, of duly endorsed certificates for those shares. Upon payment of the judgment, the dissenting shareholders
shall cease to have any interest in those shares or in the corporation. The court shall allow the appraisers a reasonable fee as court costs, and all
court costs shall be allotted between the parties in the manner that the court determines to be fair and equitable.

E. Shares acquired by the existing, surviving, or new corporation (foreign or domestic) or other entity, as the case may be, pursuant to the
payment of the agreed value of the shares or pursuant to payment of the judgment entered for the value of the shares, as in this Article provided,
shall, in the case of a merger, be treated as provided in the plan of merger and, in all other cases, may be held and disposed of by the corporation
as in the case of other treasury shares.
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F. The provisions of this Article shall not apply to a merger if, on the date of the filing of the articles of merger, the surviving corporation is the
owner of all the outstanding shares of the other corporations, domestic or foreign, that are parties to the merger.

G. In the absence of fraud in the transaction, the remedy provided by this Article to a shareholder objecting to any corporate action referred to in
Article 5.11 of this Act is the exclusive remedy for the recovery of the value of his shares or money damages to the shareholder with respect to
the action. If the existing, surviving, or new corporation (foreign or domestic) or other entity, as the case may be, complies with the requirements
of this Article, any shareholder who fails to comply with the requirements of this Article shall not be entitled to bring suit for the recovery of the
value of his shares or money damages to the shareholder with respect to the action.

Art. 5.13. Provisions Affecting Remedies of Dissenting Shareholders

A. Any shareholder who has demanded payment for his shares in accordance with either Article 5.12 or 5.16 of this Act shall not thereafter be
entitled to vote or exercise any other rights of a shareholder except the right to receive payment for his shares pursuant to the provisions of those
articles and the right to maintain an appropriate action to obtain relief on the ground that the corporate action would be or was fraudulent, and
the respective shares for which payment has been demanded shall not thereafter be considered outstanding for the purposes of any subsequent
vote of shareholders.

B. Upon receiving a demand for payment from any dissenting shareholder, the corporation shall make an appropriate notation thereof in its
shareholder records. Within twenty (20) days after demanding payment for his shares in accordance with either Article 5.12 or 5.16 of this Act,
each holder of certificates representing shares so demanding payment shall submit such certificates to the corporation for notation thereon that
such demand has been made. The failure of holders of certificated shares to do so shall, at the option of the corporation, terminate such
shareholder�s rights under Articles 5.12 and 5.16 of this Act unless a court of competent jurisdiction for good and sufficient cause shown shall
otherwise direct. If uncertificated shares for which payment has been demanded or shares represented by a certificate on which notation has been
so made shall be transferred, any new certificate issued therefor shall bear similar notation together with the name of the original dissenting
holder of such shares and a transferee of such shares shall acquire by such transfer no rights in the corporation other than those which the
original dissenting shareholder had after making demand for payment of the fair value thereof.

C. Any shareholder who has demanded payment for his shares in accordance with either Article 5.12 or 5.16 of this Act may withdraw such
demand at any time before payment for his shares or before any petition has been filed pursuant to Article 5.12 or 5.16 of this Act asking for a
finding and determination of the fair value of such shares, but no such demand may be withdrawn after such payment has been made or, unless
the corporation shall consent thereto, after any such petition has been filed. If, however, such demand shall be withdrawn as hereinbefore
provided, or if pursuant to Section B of this Article the corporation shall terminate the shareholder�s rights under Article 5.12 or 5.16 of this Act,
as the case may be, or if no petition asking for a finding and determination of fair value of such shares by a court shall have been filed within the
time provided in Article 5.12 or 5.16 of this Act, as the case may be, or if after the hearing of a petition filed pursuant to Article 5.12 or 5.16, the
court shall determine that such shareholder is not entitled to the relief provided by those articles, then, in any such case, such shareholder and all
persons claiming under him shall be conclusively presumed to have approved and ratified the corporate action from which he dissented and shall
be bound thereby, the right of such shareholder to be paid the fair value of his shares shall cease, and his status as a shareholder shall be restored
without prejudice to any corporate proceedings which may have been taken during the interim, and such shareholder shall be entitled to receive
any dividends or other distributions made to shareholders in the interim.
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Appendix C

RBC Capital Markets Corporation

Two Embarcadero Center

Suite 1200

San Francsco, CA 94111

July 21, 2004

The Special Committee of the Board of Directors of Texas Genco Holdings, Inc.

The Board of Directors of Texas Genco Holdings, Inc.

1111 Louisiana

Houston, TX 77002

Members of the Special Committee and Members of the Board of Directors:

You have requested our opinion as to the fairness, from a financial point of view, to the holders of the common stock (�Common Stock�) of Texas
Genco Holdings, Inc., a Texas corporation (�Genco Holdings�), other than CenterPoint Energy, Inc., a Texas corporation (�CenterPoint�), of the
consideration to be received by such holders of Common Stock under the terms set forth in the proposed Transaction Agreement (the
�Agreement�), by and among CenterPoint, Utility Holding, LLC, a Delaware limited liability company and wholly-owned subsidiary of
CenterPoint (�Utility Holding� and, together with CenterPoint, sometimes collectively referred to as �Parents� and, individually, a �Parent�), NN
Houston Sub, Inc., a Texas corporation and a direct wholly-owned subsidiary of Utility Holding (�Merger Sub�), Genco Holdings, HPC Merger
Sub, Inc., a Texas corporation and a wholly-owned subsidiary of Buyer (as defined below) and GC Power Acquisition LLC, a Delaware limited
liability company (�Buyer�). Capitalized terms used herein shall have the meanings used in the Agreement unless otherwise defined herein.

Pursuant to the Agreement and subject to the terms and conditions thereof, Merger Sub will merge with and into Genco Holdings (the �Public
Company Merger�), with Genco Holdings surviving as the Surviving Corporation. Subject to the provisions of Section 1.6 of the Agreement,
each share of Common Stock, other than Dissent Shares and shares cancelled pursuant to Section 1.6(b) of the Agreement, issued and
outstanding immediately prior to the Public Company Merger Effective Time shall, by virtue of the Public Company Merger and without any
action on the part of the holder thereof, be converted into the right to receive $47.00 in cash payable without interest (the �Public Company
Merger Consideration�) deliverable, in each case, to the holder of such share (other than CenterPoint), upon surrender, in the manner provided in
Section 1.7 of the Agreement, of a certificate formerly evidencing such share (a �Certificate�). The terms and conditions of the Public Company
Merger are set forth more fully in the Agreement.
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RBC Capital Markets Corporation (�RBC�), as part of its investment banking services, is regularly engaged in the valuation of businesses and their
securities in connection with mergers and acquisitions, corporate restructurings, underwritings, secondary distributions of listed and unlisted
securities, private placements, and valuations for corporate and other purposes.

We are acting as financial advisor to the Special Committee of the Board of Directors of the Company (the �Special Committee�) in connection
with a possible transaction involving the Company and have received a fee for our services. We will also receive a fee for providing this opinion.
The opinion fee is not contingent upon the consummation of the Public Company Merger. In addition, the Company has agreed to indemnify us
for certain liabilities arising out of our engagement. In the ordinary course of business, RBC may act as a market maker and broker in the
publicly traded securities of the
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The Special Committee of the Board of Directors of Texas Genco Holdings, Inc.

The Board of Directors of Texas Genco Holdings, Inc.

July 21, 2004

Page 2 of 3

Company and CenterPoint and receive customary compensation in connection therewith, and may also actively trade securities of the Company
and CenterPoint for its own account and the accounts of its customers, and, accordingly, may hold a long or short position in such securities.

In connection with our review of the Public Company Merger, and in connection with the preparation of our opinion, we have undertaken such
review and inquiries as we deemed necessary or appropriate under the circumstances, including the following: (i) we reviewed the financial
terms of the draft Agreement dated as of July 21, 2004, which draft was received by RBC on July 20, 2004 (the �Execution Copy�) without
disclosure schedules or exhibits; (ii) we reviewed and analyzed certain publicly available financial and other data with respect to the Company
and certain other relevant historical operating data relating to the Company made available to us from published sources and from the internal
records of the Company; (iii) we conducted discussions with members of the management of the Company with respect to the business prospects
and financial outlook of the Company; (iv) we received and reviewed financial forecasts prepared by the Company�s management on the
potential future performance of the Company on a stand alone basis (the �Company Forecast�); (v) we reviewed the reported prices and trading
activity for Common Stock; and (vi) we performed other studies and analyses as we deemed appropriate.

In arriving at our opinion, we performed the following analyses in addition to the review and inquiries referred to in the preceding paragraph: (i)
we compared selected market valuation metrics of the Company and other selected comparable publicly-traded companies with the metrics
implied by the Public Company Merger Consideration; (ii) we compared selected financial metrics, to the extent publicly available, of selected
comparable asset acquisitions with the Public Company Merger Consideration; and (iii) we prepared a discounted cash flow analysis using the
Company Forecast.

In rendering our opinion, we have assumed and relied upon the accuracy and completeness of the financial, legal, tax, operating, and other
information provided to us by the Company (including, without limitation, the financial statements and related notes thereto of the Company),
and have not assumed responsibility for independently verifying and have not independently verified such information. We have assumed that
the Company Forecast has been reasonably prepared on bases reflecting the best currently available estimates and good faith judgments of the
future financial performance of the Company and that the Company will perform substantially in accordance with such forecast. We express no
opinion as to any aspect of the Company Forecast.

In rendering our opinion, we have not assumed any responsibility to perform, and have not performed, an independent evaluation or appraisal of
any of the respective assets or liabilities of the Company, and we have not been furnished with any such valuations or appraisals. In addition, we
have not assumed any obligation to conduct, and have not conducted, any physical inspection of the property or facilities of the Company.
Additionally, we have not been asked and did not consider the possible effects of any litigation or other legal claims. Our opinion relates to the
Company as a going concern and, accordingly, we express no opinion regarding its liquidation value.

We have assumed, in all respects material to our analysis, that the representations and warranties of each party contained in the Agreement are
true and correct, that each party will perform all of the covenants and agreements required to be performed by it under the Agreement, and that
all conditions to the consummation of the Public Company Merger will be satisfied without waiver thereof. We have assumed that (i) the
executed version of the Agreement will not differ from and (ii) that nothing in the
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The Special Committee of the Board of Directors of Texas Genco Holdings, Inc.

The Board of Directors of Texas Genco Holdings, Inc.

July 21, 2004

Page 3 of 3

disclosure schedules or the exhibits will be inconsistent with the Execution Copy, in each case, in any respect material to our opinion.

Our opinion speaks only as of the date hereof, is based on the conditions as they exist and information which we have been supplied as of the
date hereof, and is without regard to any market, economic, financial, legal, or other circumstances or event of any kind or nature which may
exist or occur after such date. We have not undertaken to reaffirm or revise this opinion or otherwise comment upon any events occurring after
the date hereof and do not have any obligation to update, revise or affirm this opinion.

Our advisory services and the opinion expressed herein are provided for the information and assistance of the Special Committee in connection
with the Public Company Merger contemplated. We express no opinion and make no recommendation to any stockholder of the Company as to
how such stockholder should vote with respect to the Public Company Merger. This opinion shall not be otherwise published or used (in whole
or in part), nor shall any public references to us be made, without our prior written consent. However, this opinion may be included in its entirety
in any filing made by the Company in respect of the Public Company Merger with the Securities and Exchange Commission, provided that this
opinion is reproduced in full and any description of or reference to us or summary of this opinion and the related analysis in such filing is
acceptable to us and our counsel.

We have not been authorized by the Special Committee to solicit other purchasers for the Company. Our opinion does not address the merits of
the underlying decision by the Company to engage in the Public Company Merger or the relative merits of the Public Company Merger
compared to any alternative business strategy or transactions in which the Company might engage.

Our opinion addresses solely the fairness of the Public Company Merger Consideration payable pursuant to the terms of the Agreement, from a
financial point of view, to the holders of Common Stock, other than CenterPoint. Our opinion does not in any way address other terms or
arrangements relating to the Public Company Merger or the Agreement, including without limitation, the financial or other terms of any voting
or employment agreement. We are not expressing any opinion herein as to the prices at which Common Stock has traded or may trade following
the announcement of the Public Company Merger.

Based on our experience as investment bankers and subject to the foregoing, including the various assumptions and limitations set forth herein, it
is our opinion that, as of the date hereof, the Public Company Merger Consideration proposed to be paid in the Public Company Merger to the
holders of Common Stock pursuant to the terms of the Agreement is fair, from a financial point of view, to the holders of Common Stock,
provided, however, that we render no opinion as to the fairness, from a financial point of view, of the Public Company Merger Consideration to
CenterPoint.

Very truly yours,
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July 21, 2004

The Board of Directors

CenterPoint Energy, Inc.

1111 Louisiana Street

Houston, TX 77002

Members of the Board:

You have requested our opinion as to the fairness, from a financial point of view, to CenterPoint Energy, Inc. (�Parent�) of the Consideration
(defined below) to be received by Parent pursuant to the terms and subject to the conditions set forth in the Transaction Agreement, dated as of
July 21, 2004, by and among Parent, Utility Holding, LLC, NN Houston Sub, Inc., Texas Genco Holdings, Inc. (the �Company�), GC Power
Acquisition LLC (�Buyer�) and HPC Merger Sub, Inc. (the �Agreement�; capitalized terms used and not otherwise defined herein are used herein as
defined in the Agreement). As more fully described in the Agreement, Buyer has agreed (on the terms and subject to the conditions set forth in
the Agreement) to cause to be paid to subsidiaries of Parent that will be wholly-owned by Parent at such time (a) $2,813 million in cash in the
Non-STP Acquisition, of which amount $2,231 million in cash (the �Non-STP Amount�) will be distributed to Parent, and (b) $700 million in cash
(the �STP Amount�) in the STP Acquisition. The sum of the Non-STP Amount plus the STP Amount is referred to herein as the �Consideration�.
The Non-STP Acquisition, the STP Acquisition and the Public Company Merger are referred to herein collectively as the �Merger�.

In arriving at our opinion, we reviewed the Agreement and held discussions with certain senior officers, directors and other representatives and
advisors of Parent and the Company, respectively, and certain senior officers and other representatives and advisors of Buyer, concerning the
business, operations and prospects of the Company. We examined certain publicly available business and financial information relating to the
Company as well as certain financial forecasts and other information and data relating to the Company which were provided to or otherwise
reviewed by or discussed with us by the managements of Parent and the Company. We reviewed the financial terms of the Merger as set forth in
the Agreement in relation to, among other things: current and historical market prices and trading volumes of Company Common Stock; the
historical and projected earnings and other operating data of the Company; and the capitalization and financial condition of the Company. We
considered, to the extent publicly available, the financial terms of certain other transactions effected which we considered relevant in evaluating
the Merger and analyzed certain financial, stock market and other publicly available information relating to the businesses of other companies
whose operations we considered relevant in evaluating those of the Company. In connection with our engagement and at the direction of Parent,
we were requested to approach, and we held discussions with, third parties to solicit indications of interest in the possible acquisition of Parent�s
stockholdings in the Company. In addition to the foregoing, we conducted such other analyses and examinations and considered such other
information and financial, economic and market criteria as we deemed appropriate in arriving at our opinion.

Citigroup Global Markets, Inc.    388 Greenwich Street, New York NY 10013
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CenterPoint Energy, Inc.

July 21, 2004

Page 2

In rendering our opinion, we have assumed and relied, without independent verification, upon the accuracy and completeness of all financial and
other information and data publicly available or provided to or otherwise reviewed by or discussed with us. With respect to financial forecasts
and other information and data relating to the Company provided to or otherwise reviewed by or discussed with us, we have been advised by the
managements of Parent and the Company that such forecasts and other information and data were reasonably prepared on bases reflecting the
best currently available estimates and judgments of the managements of Parent and the Company as to the future financial performance of the
Company. We have assumed, with your consent, that (a) the Merger will be consummated in accordance with its terms, without waiver,
modification or amendment of any material term, condition or agreement and that, in the course of obtaining the necessary regulatory or third
party approvals, consents and releases for the Merger, no delay, limitation, restriction or condition will be imposed that would have an adverse
effect on Parent, the Company or the Merger, (b) there will be no Dissent Shares and (c) Parent will receive, in connection with the Non-STP
Acquisition, a cash distribution

of not less than the Non-STP Amount. We have not made or been provided with an independent evaluation or appraisal of the assets or liabilities
(contingent or otherwise) of the Company nor have we made any physical inspection of the properties or assets of the Company. Our opinion
does not address the relative merits of the Merger as compared to any alternative business strategies that might exist for Parent or the Company
or the effect of any other transaction in which Parent or the Company might engage. In addition, our opinion does not take into account the
potential impact of (i) any post-closing liabilities or obligations pursuant to the Agreement or (ii) the transactions contemplated by the
Agreement on Parent�s stranded cost assets. Our opinion is necessarily based upon information available to us, and financial, stock market and
other conditions and circumstances existing, as of the date hereof.

Citigroup Global Markets Inc. has acted as financial advisor to Parent in connection with the proposed Merger and will receive a fee for such
services, a significant portion of which is contingent upon the consummation of the Merger. We also will receive a fee in connection with the
delivery of this opinion. We and our affiliates in the past have provided, and currently provide, services to Parent, the Company and affiliates of
Buyer unrelated to the proposed Merger, for which services we and such Citigroup affiliates have received and expect to receive compensation.
In addition, Citigroup Global Markets Inc. or one of our affiliates engaged in the commercial lending business may be a participant in any
financing obtained by Buyer in connection with the Merger, for which services such entities would receive compensation. In the ordinary course
of our business, we and our affiliates may actively trade or hold the securities of Parent and the Company for our own account or for the account
of our customers and, accordingly, may at any time hold a long or short position in such securities. In addition, we and our affiliates (including
Citigroup Inc. and its affiliates) may maintain relationships with Parent and the Company, and their respective affiliates, and affiliates of Buyer.

Our advisory services and the opinion expressed herein are provided for the information of the Board of Directors of Parent in its evaluation of
the proposed Merger, and may not be relied upon by any other party or used for any other purpose. Our opinion may not be quoted, referred to or
otherwise disclosed, in whole or in part, nor may any public reference to Citigroup Global Markets Inc. be made, without our prior written
consent.

Based upon and subject to the foregoing, our experience as investment bankers, our work as
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The Board of Directors

CenterPoint Energy, Inc.

July 21, 2004

Page 3

described above and other factors we deemed relevant, we are of the opinion that, as of the date hereof, the Consideration is fair, from a financial
point of view, to Parent.

Very truly yours,

/S/     
CITIGROUP GLOBAL MARKETS INC.
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Appendix E

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2003

or

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from                      to                     

Commission File Number 1-31449

Texas Genco Holdings, Inc.
(Exact name of registrant as specified in its charter)

Texas 76-0695920
(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification Number)

1111 Louisiana (713) 207-1111
Houston, Texas 77002 (Registrant�s telephone number,
(Address and zip code of including area code)

principal executive offices)
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Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, par value $.001 per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes þ No ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and will not be
contained, to the best of the registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. þ

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Act). Yes þ No ¨

The aggregate market value of the voting stock held by non-affiliates of the Company was $353,182,653 as of June 30, 2003, using the
definition of beneficial ownership contained in Rule 13d-3 promulgated pursuant to the Securities Exchange Act of 1934 and excluding shares
held by directors and executive officers. As of February 29, 2004, the Company had 80,000,000 shares of Common Stock outstanding.

Portions of the definitive proxy statement relating to the 2004 Annual Meeting of Shareholders of the Company, which will be filed with the
Securities and Exchange Commission within 120 days of December 31, 2003, are incorporated by reference in Item 10, Item 11, Item 12, Item
13 and Item 14 of Part III of this Form 10-K.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

From time to time we make statements concerning our expectations, beliefs, plans, objectives, goals, strategies, future events or performance and
underlying assumptions and other statements that are not historical facts. These statements are �forward-looking statements� within the meaning of
the Private Securities Litigation Reform Act of 1995. Actual results may differ materially from those expressed or implied by these statements.
You can generally identify our forward-looking statements by the words �anticipate,� �believe,� �continue,� �could,� �estimate,� �expect,� �forecast,� �goal,�
�intend,� �may,� �objective,� �plan,� �potential,� �predict,� �projection,� �should,� �will,� or other similar words.

We have based our forward-looking statements on our management�s beliefs and assumptions based on information available to our management
at the time the statements are made. We caution you that assumptions, beliefs, expectations, intentions and projections about future events may
and often do vary materially from actual results. Therefore, we cannot assure you that actual results will not differ materially from those
expressed or implied by our forward-looking statements.

Some of the factors that could cause actual results to differ from those expressed or implied by our forward-looking statements are described
under �Risk Factors� beginning on page 18 in Item 1 of this report.

You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as of the date of the particular
statement, and we undertake no obligation to publicly update or revise any forward-looking statements.
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PART I

Item 1. Business.

OUR BUSINESS

General

We are a wholesale electric power generating company that owns 60 generating units at 11 electric power generation facilities located in Texas.
We also own a 30.8% interest in the South Texas Project Electric Generating Station (South Texas Project), a nuclear generating station with
two 1,250 megawatt (MW) nuclear generating units. As of December 31, 2003, the aggregate net generating capacity of our portfolio of assets
was 14,153 MW, of which 2,988 MW of gas-fired capacity was mothballed. We sell electric generation capacity, energy and ancillary services
within the Electric Reliability Council of Texas, Inc. (ERCOT) market. The ERCOT market consists of the majority of the population centers in
the State of Texas and facilitates reliable grid operations for approximately 85% of the demand for power in the state.

In June 1999, the Texas legislature enacted legislation (Texas electric restructuring law) which substantially amended the regulatory structure
governing electric utilities in Texas in order to encourage retail electric competition. Under the Texas electric restructuring law, we ceased to be
subject to traditional cost-based regulation. Since January 1, 2002, we have been selling generation capacity, energy and ancillary services to
wholesale purchasers at prices determined by the market. Accordingly, our historical financial information and operating data, such as demand
and fuel data, covering periods prior to 2002 do not reflect what our financial position, results of operations and cash flows would have been had
our generation facilities been operated during those periods under the current deregulated ERCOT market.

As a result of requirements under the Texas electric restructuring law and agreements with our parent company, CenterPoint Energy, Inc.
(CenterPoint Energy), we were obligated to sell substantially all of our capacity and related ancillary services through 2003 pursuant to capacity
auctions. In these auctions, we sell firm entitlements to capacity and ancillary services on a forward basis dispatched within specified operational
constraints. In our capacity auctions held through February 2004, we sold entitlements to 85% and 24% of our available capacity for 2004 and
2005, respectively. For more information regarding our auctions, please read �Capacity Auctions and Opportunity Sales� below.

Texas Genco Holdings, Inc. (Texas Genco) is an indirect majority owned subsidiary of CenterPoint Energy. Our portfolio of generation facilities
was formerly owned by the unincorporated electric utility division of Reliant Energy, Incorporated (Reliant Energy), the predecessor of
CenterPoint Energy Houston Electric, LLC (CenterPoint Houston). CenterPoint Houston is an indirect wholly owned subsidiary of CenterPoint
Energy. Reliant Energy conveyed these facilities to us in accordance with a business separation plan adopted in response to the Texas electric
restructuring law. For convenience, we describe our business in this report as if we had owned and operated our generation facilities prior to the
date they were conveyed to us. On January 6, 2003, CenterPoint Energy distributed approximately 19% of the 80 million outstanding shares of
Texas Genco�s common stock to CenterPoint Energy�s common shareholders. CenterPoint Energy now indirectly owns approximately 81% of the
outstanding shares of Texas Genco�s common stock. For more information, please read �Background of the Distribution of Texas Genco Shares�
below. CenterPoint Energy expects to monetize its 81% interest in Texas Genco in 2004, which could involve the sale of all or a portion of its
equity interest in Texas Genco. Pursuant to its plan, CenterPoint Energy has engaged a financial advisor and has solicited indications of interest
from a number of potential buyers.
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CenterPoint Energy is a registered holding company under the Public Utility Holding Company Act of 1935, as amended (1935 Act). The 1935
Act directs the Securities and Exchange Commission (SEC) to regulate, among other things, transactions among affiliates, sales or acquisitions
of assets, issuances of securities, distributions and permitted lines of business. In October 2003, the Federal Energy Regulatory Commission
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(FERC) granted exempt wholesale generator status to Texas Genco, LP, our wholly owned subsidiary that owns and operates our electric
generating plants. As a result, we are exempt from substantially all provisions of the 1935 Act as long as we remain an exempt wholesale
generator.

Texas Genco was incorporated in Texas in August 2001. Our executive offices are located at 1111 Louisiana, Houston, Texas 77002, and our
telephone number is (713) 207-1111. The generating assets of Texas Genco are owned and operated by Texas Genco, LP, its indirect wholly
owned subsidiary. In this report, the terms �we,� �us� or similar terms mean Texas Genco and its subsidiaries, unless the context indicates otherwise,
while references to Texas Genco mean only the parent company.

We make available free of charge on our Internet website our annual report 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 Securities Exchange Act of 1934 as soon
as reasonably practicable after we electronically file such reports with, or furnish them to, the SEC. Additionally, we make available free of
charge on our Internet website:

� our Code of Ethics for our Chief Executive Officer and Senior Financial Officers;

� our Ethics and Compliance Code;

� our Corporate Governance Guidelines; and

� the charters of our audit and compensation committees.

Any shareholder who so requests may obtain a printed copy of any of these documents from us. Changes in or waivers of our Code of Ethics for
our Chief Executive Officer and Senior Financial Officers and waivers of our Ethics and Compliance Code for directors or executive officers
will be posted on our Internet website within five business days and maintained for at least twelve months or reported on Item 10 of our Forms
8-K. Our website address is www.txgenco.com.

The ERCOT Market

The ERCOT market consists of the State of Texas, other than a portion of the panhandle, a portion of the eastern part of the state bordering on
Louisiana and the area in and around El Paso. The ERCOT market represents approximately 85% of the demand for power in Texas and is one
of the nation�s largest power markets. The ERCOT market includes an aggregate net generating capacity of approximately 78,000 MW. There are
only limited direct current interconnections between the ERCOT market and other power markets in the United States.

The ERCOT market operates under the reliability standards set by the North American Electric Reliability Council. The Public Utility
Commission of Texas (Texas Utility Commission) has primary jurisdiction over the ERCOT market to ensure the adequacy and reliability of
electricity supply across the state�s main interconnected power transmission grid. The ERCOT independent system operator (ERCOT ISO) is
responsible for maintaining reliable operations of the bulk electric power supply system in the ERCOT market. Its responsibilities include
ensuring that electricity production and delivery are accurately accounted for among the generation resources and wholesale buyers and sellers.
Unlike independent systems operators in other regions of the country, the ERCOT market is not a centrally dispatched power pool and the
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ERCOT ISO does not procure energy on behalf of its members other than to maintain the reliable operations of the transmission system.
Members are responsible for contracting sales and purchases of power bilaterally. The ERCOT ISO also serves as agent for procuring ancillary
services for those who elect not to provide their own ancillary services.

The amount by which power generating capacity exceeded peak demand (reserve margin) in the ERCOT market has exceeded 30% since 2001,
and the Texas Utility Commission and the ERCOT ISO have forecasted

E-2

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 330



Table of Contents

the reserve margin for 2004 to continue to exceed 30%. The commencement of commercial operation of new facilities in the ERCOT market
will increase the competition within the wholesale power market, which could have a material adverse effect on our business, results of
operations, financial condition and cash flows and the market value of our assets. The demand for power in the ERCOT market is seasonal, with
higher demand occurring during the warmer months.

Since January 1, 2002, any wholesale producer of electricity that qualifies as a �power generation company� under the Texas electric restructuring
law and that can access the ERCOT electric grid is allowed to sell power in the ERCOT market at unregulated rates. Transmission capacity,
which may be limited, is needed to effect power sales. In the ERCOT market, buyers and sellers enter into bilateral wholesale capacity, energy
and ancillary services contracts or may participate in the centralized ancillary services market, which the ERCOT ISO administers. Also,
companies whose power generation facilities were formerly part of integrated utilities, like us, are required to auction entitlements to 15% of
their capacity. For additional information regarding these auctions, please read �Capacity Auctions and Opportunity Sales�State-mandated
Auctions� below. Wholesale buyers and sellers may also engage in spot market transactions in the ERCOT market.

The transmission capacity available in the ERCOT market affects power sales. The power transfer from generators to meet demand across a
transmission line is limited by the transfer capability of the line. Therefore, power sales or purchases from one location to another may be
constrained by the power transfer capability between locations. A transmission path with significant power flow, the loss of which may cause
system reliability problems, is identified as a commercially significant constraint. When scheduled power transfers across transmission facility
elements exceed the transfer capability of such elements, the transmission facility is constrained and transmission congestion is declared by the
ERCOT ISO. Transmission congestion is then resolved through the use of ancillary services and unit specific deployments to reduce the transfer
across the constrained facility. With the addition of new loads, generators and transmission facilities and the re-rating of older facilities, the
commercially significant constraints and transfer capabilities can change. Under current protocol, the commercially significant constraints and
the transfer capabilities along these paths are reassessed every year. The single control area of the ERCOT market for 2004 is organized into five
congestion zones. The reserve margins may vary by congestion zone. The ERCOT ISO has also instituted direct assignment of congestion cost
to those parties causing the congestion. This has the potential to increase the power generator�s exposure to the congestion costs associated with
transferring power between zones. The Texas Utility Commission has initiated a rulemaking project that proposes to replace the existing zonal
wholesale market design with a nodal market design that is based on locational marginal prices for power. One of the stated purposes of the
proposed market restructuring is to reduce local (intra-zonal) transmission congestion costs. The market redesign project is expected to take
effect in late 2006 at the earliest. We expect that implementation of any new market design will require modifications to our procedures and
systems, and will have a potential impact on our staffing. We do not expect our competitive position in the ERCOT market will be adversely
affected by the proposed market restructuring.

Capacity Auctions and Opportunity Sales

State-mandated Auctions

As a power generation company that has been unbundled from an integrated electric utility, we are required by the Texas electric restructuring
law to sell at auction firm entitlements to 15% of our installed generation capacity on a forward basis for varying terms of up to two years. We
refer to the auctions held to satisfy this requirement as �state-mandated auctions.� Our obligation to conduct state-mandated auctions will continue
until January 1, 2007, unless before that date the Texas Utility Commission determines that loads equal to or exceeding 40% of the electric
power consumed in 2000 before the onset of retail competition in Texas by residential and small commercial customers in CenterPoint Houston�s
service area are being served by retail electric providers not affiliated or formerly affiliated with CenterPoint Energy. Reliant Resources, Inc.
(Reliant
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Resources) is deemed to be an affiliate of CenterPoint Energy for purposes of this test. Reliant Resources is currently not permitted under the
Texas electric restructuring law to purchase capacity sold by us in the state-mandated auctions.

The capacity entitlements we are required to offer in the state-mandated auctions are determined by rules adopted by the Texas Utility
Commission. Under these rules, we are required to sell entitlements to 15% of our installed generation capacity in blocks of 25 MW each. Texas
Utility Commission rules require 50% of the 25 MW blocks we sell in these auctions to consist of one-month allocations, or �strips,� 30% to
consist of one-year strips, and 20% to consist of two-year strips. Purchasers of our capacity entitlements offered in the state-mandated auctions
may resell them to third parties, other than Reliant Resources. We only auction entitlements to capacity dispatched within specified operational
constraints to specific zonal delivery points and the entitlements do not convey any right to have power dispatched from a specific generating
unit. This enables us to dispatch our commitments in the most cost-effective manner available. This also exposes us to the potential risk that in
the event one of our low-cost base-load facilities is shut down, we may be required to satisfy our commitments with the output of higher cost
facilities or with replacement power purchased from third parties in the open market. Additionally, like other power generating companies
within ERCOT, we are required to purchase power from certain qualifying facilities under the Public Utility Regulatory Policies Act of 1978 at
avoided cost.

The types of capacity entitlements we offer in our state-mandated auctions include:

� base-load entitlements, representing our solid fuel, nuclear powered and certain gas-fired generation capacity, that provide energy at a
relatively low fixed price and include limited ancillary service capabilities;

� intermediate entitlements, representing various gas-fired generation capacity, that provide energy indexed to natural gas prices and at a
specified heat rate and include flexible ancillary service capabilities;

� cyclic entitlements, representing various other gas-fired generation capacity, that provide energy indexed to natural gas prices and at a
specified heat rate and include flexible ancillary service capabilities; and

� peaking entitlements, representing various smaller gas-fired generation capacity, that provide energy indexed to natural gas prices and
at a specified heat rate and include limited ancillary service capabilities.

Each of these categories of capacity entitlements is generally designed to have operating characteristics similar to the assumed underlying
generating units. For example, base-load entitlements can be started once a month, whereas cyclic entitlements can be started up to 20 times a
month.

Contractually-mandated Auctions

Through 2003, we were contractually obligated under an agreement with Reliant Resources to auction entitlements to substantially all of our
capacity (less operating reserves) available after our state-mandated auctions. We were permitted to reduce the amount of capacity sold in the
contractually-mandated auctions by the amount of operating reserves required to back up our obligations under our capacity auctions. We
typically reserve 1,250 MW of our capacity, including 750 MW of base-load capacity, as operating reserves, which can be sold as interruptible
power on a system-contingent basis.
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Through 2003, Reliant Resources had the contractual right, but not the obligation, to purchase 50% (but not less than 50%) of each type of
capacity entitlement we auctioned in the contractually-mandated auctions at the prices established in the auctions. Upon determination of the
prices for the capacity entitlements, Reliant Resources was obligated to purchase the capacity it elected to reserve from the auction process at the
prices set
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during the auction for that entitlement. In addition to its reservation of capacity, and whether or not it had reserved capacity in the auction,
Reliant Resources was entitled to bid for entitlements in each contractually-mandated auction.

Since Reliant Resources chose not to exercise its option to purchase the shares of Texas Genco�s common stock owned by CenterPoint Energy in
January 2004, we are no longer obligated to conduct any capacity auctions, other than as required by the Texas Utility Commission�s rules. We
may continue to sell our capacity in a manner similar to such contractually-mandated auctions as well as seek sales under bilateral contracts for a
portion of our capacity in the future. As described below under ��Auction Results,� we have made significant forward sales of our 2004 and 2005
capacity pursuant to our auctions.

Auction Pricing Methodology

Revenues derived from our capacity auctions come from two sources: capacity payments and energy payments. Capacity payments are based on
the final clearing prices, in dollars per kilowatt-month, determined during the auctions. We bill and collect for these capacity payments on a
monthly basis just prior to the month of the entitlement. Energy payments consist of a variety of charges related to the fuel and ancillary services
scheduled through our auctioned capacity entitlements. Energy payments for base-load products are tied to fixed prices specified in the auction
products while energy payments for gas-based products are recovered through heat rates specified for gas auction products times an index based
on the Houston Ship Channel Gas price. Additional charges, referred to as �adders,� are included in the energy payments to cover additional costs
we incur when we are required to operate our facilities at less efficient operating ranges. We bill for these energy payments on a monthly basis in
arrears.

Auction Results

We sold 91% of our available capacity for 2003 through state-mandated auctions and contractually-mandated auctions. In our capacity auctions
held through February 2004, we have sold 85% and 24% of our available capacity for 2004 and 2005, respectively. As a result, we have
contracted for approximately $1 billion of total revenue with respect to our 2004 capacity and approximately $533 million of total revenue with
respect to our 2005 capacity. Our available capacity equals our total net generating capacity less capacity withheld as operating reserves and
capacity that is subject to planned outages. Of the 2,988 MW of capacity that we have �mothballed�, 2,062 MW were included in our available
capacity only for the months of May through September 2003. Reliant Resources purchased 78% of our sold 2003 capacity and, through
February 2004, had purchased 79% and 68% of our sold 2004 and 2005 capacity, respectively. We will hold additional auctions to sell our
remaining available capacity for 2004 as well as capacity for subsequent years.

In 2003, the market-based prices established in our capacity auctions continued to strengthen. Higher gas prices throughout 2003 positively
influenced the prices established in our recent capacity auctions. Generally, higher gas prices increase the capacity prices for our base-load
entitlements since natural gas is the marginal fuel for facilities serving the ERCOT market during most hours.

Opportunity Sales

In addition to our capacity auctions, from time to time we sell energy on a short-term basis from the generating capacity we use as operating
reserves. Any significant unforeseen outage at our base-load or other facilities could adversely impact revenues generated by these sales. We
seek to maximize our opportunity sales by seeking to optimize the dispatching of the various facilities in our generating portfolio. For example,
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when they are available, since entitlements to our auction products convey no right to specific units. Thus, the availability of our base-load
capacity has a significant impact on the level of these opportunity sales through the course of the year.
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Our Generation Portfolio

Overview

We own 60 generating units at 11 electric power generation facilities located in Texas. We also own a 30.8% interest in the South Texas Project,
a nuclear generating plant consisting of two 1,250 MW generating units. As of December 31, 2003, the aggregate net generating capacity of our
combined portfolio of generation assets was 14,153 MW, which represents over 18% of the total net generating capacity serving the ERCOT
market.

Summary of Our Generation Facilities (As of December 31, 2003)

Generation Facilities

Net

Generating

Capacity

(in MW)(1)

Number

of

Units Dispatch Type Fuel

W. A. Parish 3,653 9 Base-load, Intermediate, Cyclic, Peaking Coal/Gas
Limestone 1,602 2 Base-load Lignite
South Texas Project 770(2) 2 Base-load Nuclear
Cedar Bayou 2,258 3 Intermediate Gas/Oil
P. H. Robinson 2,211(3) 4 Intermediate Gas
San Jacinto 162 2 Intermediate Gas
T. H. Wharton 1,254(4) 18 Intermediate, Cyclic, Peaking Gas/Oil
S. R. Bertron 844 6 Cyclic, Peaking Gas/Oil
Greens Bayou 760 7 Cyclic, Peaking Gas/Oil
Webster 387(4) 2 Cyclic, Peaking Gas
Deepwater 174(4) 1 Cyclic Gas
H. O. Clarke 78 6 Peaking Gas

Total 14,153 62

(1) Net generating capacity equals gross maximum summer generating capability less the electric energy consumed at the facility.
(2) Represents our 30.8% interest in the South Texas Project.
(3) All four units at P.H. Robinson are expected to be mothballed through April 2005.
(4) Webster Unit 3 (374 MW), T.H. Wharton Unit 2 (229 MW) and Deepwater Unit 7 (174 MW) are expected to be mothballed through at

least April 2004.

Mothballed Facilities
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As of December 31, 2003, approximately 2,988 MW of our gas-fired generation capacity was mothballed. We expect that 777 MW of this
amount will remain mothballed through April 2004 and the other 2,211 MW will remain mothballed through April 2005. The decision to
mothball these units was based on the lack of demand for these types of units in our July and September 2003 capacity auctions combined with
high forecasted reserve margins in the ERCOT market.

Base-load and Intermediate Facilities

W.A. Parish. Our W.A. Parish facility is the largest coal and gas-fired power facility in the United States based on total MW of net generating
capacity. The facility consists of a coal-fired plant and a gas-fired plant each located near Thompsons, Texas. The coal-fired plant includes four
steam generating units for base-load service with an aggregate net generating capacity of 2,462 MW. Two of these units are 646 MW steam
units that were placed in commercial service in December 1977 and December 1978, respectively. The other two units are 560 MW and 610
MW steam units that were placed in commercial service in June 1980 and December 1982, respectively.
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The gas-fired plant includes five generating units with an aggregate net generating capacity of 1,191 MW. Two of these units are 174 MW steam
units that were placed in commercial service in June 1958 and December 1958, respectively. These units were converted for daily cyclic
operation and the life of the units was extended in 1990 and 1991. The third unit at this plant is a 278 MW steam unit that was placed in
commercial service in March 1961. These three units provide cyclic capacity. The fourth unit is a 552 MW steam unit for intermediate service
that was placed in service in June 1968. This plant also has a 13 MW gas turbine generator unit available for peaking and emergency start-up
purposes that was placed in service in July 1967.

Limestone. Our Limestone facility is a lignite-fired base-load facility located approximately 120 miles northwest of Houston. This plant includes
two steam generating units with an aggregate net generating capacity of 1,602 MW. The first unit is an 836 MW steam unit that was placed in
commercial service in December 1985. The second unit is a 766 MW steam unit that was placed in commercial operation in December 1986.

Cedar Bayou. Our Cedar Bayou facility is a gas and oil-fired intermediate facility located east of Baytown, Texas. This plant includes three
generating units with an aggregate net generating capacity of 2,258 MW. The units are 750 MW, 748 MW and 760 MW steam units that were
placed in service in December 1970, March 1972 and December 1974, respectively.

P.H. Robinson. Our P.H. Robinson facility is a gas-fired intermediate facility located east of San Leon, Texas. This plant consists of four steam
generating units with an aggregate net generating capacity of 2,211 MW. Two of the units are 461 MW units that were placed in service in June
1966 and April 1967, respectively. The third unit is a 552 MW unit that was placed in service in December 1968. The fourth unit is a 737 MW
unit that was placed in service in December 1973. This plant is in mothball status through April 2005.

San Jacinto. Our San Jacinto facility is a 162 MW gas-fired intermediate facility located in LaPorte, Texas that produces both steam and power.
This plant includes two cogeneration units and associated equipment. Both units began commercial operation in April 1995. Each unit consists
of a gas turbine that drives an air-cooled generator with the exhaust from the gas turbine being sent to a heat recovery steam generator.

Cyclic and Peaking Facilities

T.H. Wharton. Our T. H. Wharton facility is a gas and oil-fired intermediate, cyclic and peaking facility located in Houston. This plant consists
of 18 steam and gas turbine units with an aggregate net generating capacity of 1,254 MW. This facility includes a 229 MW steam unit for cyclic
service that was placed in commercial operation in June 1960 and a 13 MW small gas turbine unit for peaking service that was placed in
commercial operation in July 1967. In addition, six 57 MW gas turbines were placed in service at this facility in July 1972. An additional two 57
MW gas turbines and two 104 MW steam turbines were installed in August 1974 and were combined with the six gas turbines already in service
to develop two combined cycle units for intermediate service. An additional six 58 MW gas turbines for peaking service were placed in service
in November 1975. The 229 MW steam unit is in mothball status through April 2004.

S.R. Bertron. Our S.R. Bertron facility is a gas and oil-fired cyclic and peaking facility located in Deer Park, Texas. This plant consists of four
steam electric generating units, one auxiliary boiler for cyclic operations, and two gas turbine generators with an aggregate net generating
capacity of 844 MW. The first two units at this plant are 174 MW steam units for cyclic service that commenced commercial operation in April
1956 and March 1958, respectively. Both of these units underwent cyclic conversion and life extension in 1989 and 1990. The third and fourth
units at this plant are 230 MW steam units that commenced commercial operation in April 1959 and March 1960, respectively. Both of these
units are capable of swinging from an overnight minimum of 40 MW to their rated maximum capacity during peak load hours. This facility also
has a 23 MW gas turbine generator and a 13 MW gas turbine generator. Both of these units provide peaking service and commenced commercial
operation in July 1967.
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Greens Bayou. Our Greens Bayou facility is a gas and oil-fired cyclic and peaking facility located northeast of Houston. This plant consists of
one 406 MW steam turbine unit, three 54 MW gas turbine units and three 64 MW gas turbine units and has an aggregate net generating capacity
of 760 MW. The 406 MW steam turbine unit
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provides cyclic service and was placed in commercial service in June 1973. The six gas turbine units provide peaking service and were placed in
commercial service in December 1976.

Webster. Our Webster facility is a gas-fired cyclic and peaking facility located southeast of Houston between the towns of Webster and League
City. This plant has two units with an aggregate net generating capacity of 387 MW. One of these units is a 374 MW steam unit for cyclic
service that was placed in service in May 1965 and the other is a 13 MW gas turbine for peaking service that was placed in commercial
operation in July 1967. The 374 MW steam unit is in mothball status through April 2004.

Deepwater. Our Deepwater facility is a gas-fired cyclic facility located in southeastern Harris County, Texas. This facility consists of a 174 MW
steam unit that commenced commercial operation in 1955 and underwent a life extension and conversion for cyclic operation in 1992. This unit
is in mothball status through April 2004.

H.O. Clarke. Our H.O. Clarke facility is a gas-fired peaking facility located in Houston that began operation in 1943. This plant currently
consists of six simple-cycle air-cooled gas turbine generating units with an aggregate net generating capacity of 78 MW that were placed in
service in June 1968.

South Texas Project

General. The South Texas Project is one of the largest nuclear powered generating facilities in the United States based on total MW of net
generating capacity. This facility is located near Bay City, Texas and consists of two 1,250 MW generating units, the first of which commenced
operation in August 1988 and the second in June 1989. We own a 30.8% interest in the South Texas Project and bear a corresponding 30.8%
share of the capital and operating costs associated with the project. The South Texas Project is owned as a tenancy in common among us and
three other co-owners. Each co-owner retains its undivided ownership interest in the two nuclear-fueled generating units and the electrical output
from those units. We and the other three co-owners organized STP Nuclear Operating Company (STPNOC) to operate and maintain the South
Texas Project. STPNOC is managed by a board of directors composed of one director appointed by each of the co-owners, along with the chief
executive officer of STPNOC.

The two South Texas Project generating units operate under licenses granted by the Nuclear Regulatory Commission (NRC) that expire in 2027
and 2028. These licenses could potentially be extended for additional twenty-year terms if the project satisfies NRC requirements.

Right of First Refusal. In early March 2004, one of the other co-owners of the South Texas Project announced it had entered into an agreement
to sell its 25.2% ownership interest for approximately $332.6 million, subject to certain closing adjustments. As a result, under the terms of the
ownership arrangements for the South Texas Project, we have the right of first refusal to purchase our proportionate share of the interest being
sold on the same terms as the third party purchaser, but we must give notice of our election within ninety days.

Decommissioning Trusts. CenterPoint Houston has been authorized to collect $2.9 million per year from customers using its transmission and
distribution services and is obligated to deposit the amount collected into external trusts created to fund our 30.8% share of the decommissioning
costs for the South Texas Project. As of December 31, 2003, the fair market value of the investments in the external trusts established to fund
our 30.8% interest was $189 million.
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In July 1999, an outside consultant estimated our 30.8% share of the decommissioning costs to be approximately $363 million in 1998 dollars.
The consultant�s calculation of decommissioning costs for financial planning purposes used the �DECON� methodology, one of the three
alternatives acceptable to the NRC, and assumed deactivation of the project�s two generating units upon the expiration of their 40-year operating
licenses. The DECON methodology involves removal of all radioactive material from the site following permanent shutdown. The facility
operator may then have unrestricted use of the site with no further requirement for a
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license. The consultant�s calculation also assumed that the remainder of the plant systems and structures on site, not previously removed in
support of license termination, are dismantled and the site restored.

The owners of the South Texas Project must provide a report on the status of decommissioning funding to the NRC every two years. The report
compares external trust funding levels to minimum decommissioning amounts calculated in accordance with NRC requirements. We first
determine our decommissioning cost estimate by escalating the NRC�s estimated decommissioning cost of $105 million per unit, expressed in
1986 dollars, for the effects of inflation between 1986 and the recent year-end and then multiplying by 30.8% to reflect our share of each unit of
the South Texas Project. We then use this estimate to determine the minimum required level of funding as of the most recent year-end. The
calculation of the NRC minimum funding level reflects that funding of the external trusts occurs over the operating lives of the generating units.
Therefore, the minimum funding level is generally less than the estimated decommissioning cost. The last report was submitted to the NRC in
March 2003 and showed that, as of December 31, 2002, the aggregate NRC minimum funding level was $70.2 million. While the trusts� funding
levels have historically exceeded minimum NRC funding requirements, we cannot assure you that the amounts held in trust will be adequate to
cover the actual decommissioning costs of the South Texas Project. These costs may vary because of changes in the assumed date of
decommissioning and changes in regulatory requirements, technology and costs of labor, materials and equipment.

The investment of the funds in the external trusts is managed in accordance with applicable laws and regulations and by a committee composed
of our representatives and representatives of CenterPoint Energy. Pursuant to the terms of an agreement between Reliant Energy and Reliant
Resources and the applicable NRC regulations, the responsibility for the decommissioning trusts transferred to us at the time of Reliant Energy�s
corporate restructuring. In the event that funds from the trusts are inadequate to decommission the facilities, CenterPoint Houston will be
required to collect through rates or other authorized charges all additional amounts required to fund our obligations relating to the
decommissioning of the South Texas Project. Following the completion of the decommissioning, if surplus funds remain in the
decommissioning trusts, the excess will be refunded to the rate payers of CenterPoint Houston or its successor.

Technical Services and Support Facilities

We have a central support facility that we use to support our generation facilities that we refer to as our �EDC facility.� This facility includes
office space, a maintenance shop, a chemical lab, a warehouse facility and a fleet maintenance garage. Reliant Resources leases a portion of this
facility from us.

Under a technical services agreement, Reliant Resources is obligated to provide engineering and technical support services and certain
environmental, safety and industrial health services to support the operation and maintenance of our facilities. We have notified Reliant
Resources that its obligation to provide these support services will be terminated effective May 31, 2004. Under the agreement, Reliant
Resources is also obligated to provide systems, technical, programming and consulting support services and hardware maintenance, excluding
plant-specific hardware, necessary to provide generation system planning, dispatch, and settlement and communication with the ERCOT ISO. A
project is currently underway to identify manpower requirements, evaluate systems alternatives, define costs and develop time lines for
replacement of those services considered necessary under the current overall technical services agreement with Reliant Resources. We paid
Reliant Resources approximately $28.4 million for providing these services during 2003. The technical services agreement will terminate upon
the sale of CenterPoint Energy�s interest in Texas Genco.

Fuel Supplies
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We rely primarily on natural gas, coal, lignite and uranium to fuel our generation facilities. The fuel mix of our generating portfolio, based on
actual fuel usage during 2003, was approximately 52% coal and lignite, 21% natural gas, and 27% nuclear for the year 2003. As of December
31, 2003, the fuel mix of our generating portfolio based on the capacity of our facilities including mothballed capacity was approximately 66%
natural gas, 29% coal and lignite and 5% nuclear. Based on our current assumptions regarding the cost and availability
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of fuel, plant operation schedules, load growth, load management and the impact of environmental regulations, we do not expect the mix of fuel
used by our generating portfolio will vary materially during 2004 from 2003. We substantially collect the underlying cost of fuel through energy
payments. As a result of new air emissions standards imposed by federal and state law, we anticipate having additional costs for certain
environmental equipment in 2004 and subsequent years.

Natural Gas

We have long-term natural gas supply contracts with several suppliers. Substantially all of our long-term contracts contain pricing provisions
based on fluctuating spot market prices. In 2003, we purchased approximately 50% of our natural gas requirements under these long-term
contracts. We purchased the remaining 50% of our natural gas requirements in 2003 on the spot market. Based on current market conditions, we
believe we will be able to replace the supplies of natural gas covered under our long-term contracts when they expire with gas purchased on the
spot market or under new long-term or short-term contracts. Our natural gas consumption and cost information for 2003 was as follows:

2003 average daily consumption 311 Bbtu(1)
2003 peak daily consumption 942 Bbtu
2003 average cost of natural gas $5.59 per MMBtu(2)

(1) Billion British thermal units, or �Bbtu.�
(2) Compared to $3.32 per million British thermal units, or �MMBtu,� in 2002 and $4.28 per MMBtu in 2001.

We lease gas storage facilities capable of storing 6.3 billion cubic feet of natural gas, of which 4.2 billion cubic feet is working capacity. We use
these storage facilities to assist us in:

� managing the volatility of the gas requirements of our generating facilities;

� meeting the gas requirements of our generating facilities during periods of inadequate gas supplies; and

� managing our gas-related costs.

Our natural gas requirements are generally more volatile than our other fuel requirements because we use natural gas to fuel our intermediate,
cyclic and peaking facilities and other more economical fuels to fuel our base-load facilities. Since our intermediate and peaking facilities are
dispatched to meet the variations of demand for electricity, our gas requirements are highly variable, on both an hour-to-hour and day-to-day
basis. Although natural gas supplies have been sufficient in recent years to supply our generating portfolio, available supplies are subject to
potential disruption due to weather conditions, transportation constraints and other events. As a result of these factors, supplies of natural gas
may become unavailable from time to time or prices may increase rapidly in response to temporary supply constraints or other factors.

Coal and Lignite

In 2003, we purchased approximately 80% of the fuel requirements for our four coal-fired generating units at our W.A. Parish facility under two
fixed-quantity long-term supply contracts scheduled to expire in 2010 and 2011. The price for coal under the first contract was tied to spot

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 344



market prices in 2003. The price for coal under the second contract was at a level approximately three times greater than the spot market prices
for coal as of December 31, 2003. The second contract does not contemplate future prices being tied to spot market prices. The terms of this
contract result from the market conditions in effect during the 1970�s when the contract was entered into, including shortages of natural gas
supplies, increased demand for low sulfur coal as a result of new environmental regulations and uncertainty regarding the future availability of
long-term sources of coal supply. We purchase our remaining coal requirements for our W.A. Parish facility under short-term contracts. We
have long-term rail transportation contracts with Burlington Northern Santa Fe Railroad and the Union Pacific
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Railroad Company to transport coal to our W.A. Parish facility. Despite the higher coal prices under these long-term contracts, our fuel costs
associated with producing energy from our coal-fired facilities are, based on recent natural gas prices, significantly lower than the fuel costs
associated with producing energy from our gas-fired facilities.

We obtain the lignite used to fuel the two generating units of our Limestone facility from a surface mine adjacent to the facility. We own the
mining equipment and facilities and a portion of the lignite reserves located at the mine. Mining operations are conducted by the owner of the
remaining lignite reserves. In the past, we have obtained our lignite requirements under a long-term contract on a cost-plus basis. Since July
2002, we have obtained our lignite requirements under an amended long-term contract with the owner/operator at a fixed price determined
annually that is expected to result in a cost of generation at the Limestone facility equivalent to the cost of generating with low sulfur Western
coal. We expect the lignite reserves will be sufficient to provide all of the lignite requirements of this facility through 2015.

We used a blend of lignite and Wyoming coal to fuel our Limestone facility in 2003 as a component of our oxides of nitrogen (NOx) control
strategy. A fuel unloading and handling system was installed at the Limestone facility to accommodate the delivery of Wyoming coal. We
expect that we will obtain Wyoming coal through spot and long-term market priced contracts. Our Limestone facility is connected with the
Burlington Northern Santa Fe Railroad.

Nuclear

The South Texas Project satisfies its fuel supply requirements by acquiring uranium concentrates, converting uranium concentrates into uranium
hexafluoride, enriching uranium hexafluoride, and fabricating nuclear fuel assemblies. We are party to a number of contracts covering a portion
of the fuel requirements of the South Texas Project for uranium, conversion services, enrichment services and fuel fabrication. Other than a fuel
fabrication agreement that extends for the life of the South Texas Project, these contracts have varying expiration dates, and most are short to
medium term (less than seven years). We believe that sufficient capacity for nuclear fuel supplies and processing exists to permit normal
operations of the South Texas Project�s nuclear powered generating units.

Fuel Pipeline

We own a 90-mile fuel pipeline that can transport either fuel oil or natural gas (86 miles oil or gas and 4 miles gas only). As part of our system,
we own over six million barrels of oil storage capacity that can supply fuel oil to our Cedar Bayou, Greens Bayou, S.R. Bertron and T.H.
Wharton plants. For natural gas supply, our pipeline is connected to six of our generation facilities and is interconnected with several of our
suppliers. Our pipeline provides us with added flexibility in managing the fuel supply requirements of our generation facilities.

Joint Operating Agreement with City of San Antonio

We have a joint operating agreement with the City Public Service Board of San Antonio (CPS) to jointly dispatch our portfolio of generating
units with CPS� portfolio of 4,823 MW of generating capacity as a joint operating system to meet our combined obligations. The combined
system includes approximately 19,000 MW of generating capacity and provides us with added economies of scale and production cost savings.
A large portion of the benefit of joint operations is due to San Antonio�s significant amount of capacity at its coal-fired generation facilities. We
share the fuel cost savings realized under the agreement with the City of San Antonio. We currently share the cost savings benefits equally with
CPS. The current agreement with CPS expires in 2009. Both parties are permitted to sell their capacity outside of the joint operating system if it
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is economically prudent to do so, in which case the parties would lose the agreement�s cost savings benefits with respect to those sales. The
capacity of CPS� generating facilities covered by the joint operating agreement is not included in the capacity auctions described under �Capacity
Auctions and Opportunity Sales� above.
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Competition

The ERCOT market is highly competitive. We have approximately 80 competitors that include generation companies affiliated with
Texas-based utilities, independent power producers, municipal or co-operative generators and wholesale power marketers. These competitors
compete with each other and us by buying and selling wholesale power in the ERCOT market, entering into bilateral contracts and/or selling to
aggregated retail customers.

As of December 31, 2003, our facilities provided over 18% of the aggregate net generating capacity serving the ERCOT market. Our
competition is based primarily on price but we also may compete based on product flexibility. A number of our competitors are building
efficient, combined cycle power plants that are generally not able to provide the operational flexibility, ancillary services and fuel risk mitigation
that our large diversified portfolio of generating facilities can provide. In addition, we believe that there may be significant excess generating
capacity constructed in the ERCOT market over the next several years. This overbuilding could result in lower prices for wholesale power in the
ERCOT market. For more information regarding this trend and other competitive factors in the ERCOT market, please read �The ERCOT Market�
above and �Risk Factors�Market Risks� below.

Customers

Since January 1, 2002, we have sold power to wholesale purchasers, including retail electric providers, at unregulated rates through our capacity
auctions. In addition to retail electric providers, our customers in the ERCOT market include municipal utilities, electric co-operatives, power
trading organizations and other power generating companies. We are also a significant provider to the ancillary services market operated by the
ERCOT ISO. Sales to subsidiaries of Reliant Resources represented approximately 71% of our total revenues in 2003. We have been granted a
security interest in accounts receivable and/or securitization notes associated with the accounts receivable of certain subsidiaries of Reliant
Resources to secure up to $250 million in purchase obligations.

Insurance

General

We carry insurance coverage consistent with companies engaged in similar commercial operations with similar properties. Our insurance
coverage includes:

� general liability insurance, covering liabilities to third parties for bodily injury and property damage resulting from our operations;

� automobile liability insurance, for all owned, non-owned and hired vehicles, covering liabilities to third parties for bodily injury and
property damage; and

�
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property insurance, subject to replacement cost of insured real and personal property, including coverage for boiler and machinery
breakdowns, earthquake and flood damage, subject to certain sublimits.

We also maintain substantial excess liability insurance coverage above the established primary limits for general liability and automobile
liability insurance. Limits and deductibles are comparable to those carried by other electric generation companies of similar size. However, our
insurance policies are subject to certain limits and deductibles and do not include business interruption coverage. Adequate insurance coverage
in the future may be more expensive or may not be available in the future on commercially reasonable terms. Also, the insurance proceeds
received for any loss of or any damage to any of our generation facilities may not be sufficient to restore the loss or damage without negative
impact on our financial condition, results of operations and cash flows.
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Nuclear

We and the other owners of the South Texas Project maintain nuclear property and nuclear liability insurance coverage as required by law and
periodically review available limits and coverage for additional protection. The owners of the South Texas Project currently maintain $2.75
billion in property damage insurance coverage, which is above the legally required minimum, but is less than the total amount of insurance
currently available for such losses.

Under the Price Anderson Act, the maximum liability to the public of owners of nuclear power plants was $10.6 billion as of December 31,
2003. Owners are required under the Price Anderson Act to insure their liability for nuclear incidents and protective evacuations. We and the
other owners of the South Texas Project currently maintain the required nuclear liability insurance and participate in the industry retrospective
rating plan under which the owners of the South Texas Project are subject to maximum retrospective assessments in the aggregate per incident of
up to $100.6 million per reactor. The owners are jointly and severally liable at a rate not to exceed $10 million per incident per year. In addition,
the security procedures at this facility have been enhanced to provide additional protection against terrorist attacks.

We cannot assure you that all potential losses or liabilities associated with the South Texas Project will be insurable, or that the amount of
insurance will be sufficient to cover them. Any substantial losses not covered by insurance would have a material adverse effect on our financial
condition, results of operations and cash flows.

Background of the Distribution of Texas Genco Shares

Under the Texas electric restructuring law, transmission and distribution utilities whose generation assets were �unbundled� pursuant to the law,
including CenterPoint Houston, are entitled to recover their �stranded costs� associated with those assets. The Texas electric restructuring law
defines stranded costs as the positive excess of the regulatory net book value of the utility�s unbundled generation assets over the market value of
those assets, after taking specified factors into account. The law allows alternate methods for establishing a market value for generation assets,
including outright sale, full or partial stock market valuation and asset exchanges. Under Reliant Energy�s business separation plan, Reliant
Energy proposed that the fair market value of our generating assets would be determined using the partial stock market valuation method.
CenterPoint Energy distributed 19% of Texas Genco�s outstanding shares of common stock to its shareholders in order to establish a public
market value for our shares that will be used in 2004 to calculate how much CenterPoint Houston will be able to recover as stranded costs and to
comply with CenterPoint Energy�s contractual obligations to Reliant Resources.

Beginning in January 2004, on a schedule established by the Texas Utility Commission, investor-owned utilities in Texas may file to commence
true-up proceedings. CenterPoint Houston will make the filing to initiate its final true-up proceeding on March 31, 2004. One of the purposes of
the true-up proceeding for CenterPoint Energy will be to quantify the amount of stranded costs associated with our generation assets. In the
proceeding, the regulatory net book value of our generating assets will be compared to the market value based on the partial stock valuation
method. The resulting difference, if positive, is stranded cost that will be recoverable by CenterPoint Houston either through a transition charge,
which is a non-bypassable charge, or through a securitization of such cost. Texas Genco is not entitled to receive any payment or other benefits
in connection with CenterPoint Houston�s true-up proceeding. In the true-up proceeding, the market value of our assets will be based on the
average daily closing price of Texas Genco�s common stock on The New York Stock Exchange for the 30 consecutive trading days chosen by the
Texas Utility Commission out of the last 120 days immediately preceding the true-up filing, plus a control premium, up to a maximum of 10%,
to the extent included in the valuation determination made by the Texas Utility Commission.
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REGULATION

We are subject to regulation by various federal, state and local governmental agencies, including the regulations described below and under �The
ERCOT Market,� �Capacity Auctions and Opportunity Sales�State-mandated Auctions� and �Environmental Matters�Regulation� below.

Federal Energy Regulatory Commission

In October 2003, the FERC granted exempt wholesale generator status to Texas Genco, LP, our wholly owned subsidiary that owns and operates
our electric generating plants. As a result, we are exempt from substantially all provisions of the 1935 Act as long as we remain an exempt
wholesale generator.

Nuclear Regulatory Commission

We are subject to regulation by the NRC with respect to the operation of the South Texas Project. This regulation involves testing, evaluation
and modification of all aspects of plant operation in light of NRC safety and environmental requirements. Continuous demonstrations to the
NRC that plant operations meet applicable requirements are also required. The NRC has the ultimate authority to determine whether any nuclear
powered generating unit may operate.

We and the other owners of the South Texas Project are required by NRC regulations to estimate from time to time the amounts required to
decommission that nuclear generating facility and are required to maintain funds to satisfy that obligation when the plant ultimately is
decommissioned. CenterPoint Houston currently collects through its electric rates amounts calculated to provide sufficient funds at the time of
decommissioning to discharge these obligations. Funds collected are deposited into nuclear decommissioning trusts. The beneficial ownership of
the decommissioning trusts is held by us, as a licensee of the facility. While current funding levels exceed NRC minimum requirements, no
assurance can be given that the amounts held in trust will be adequate to cover the actual decommissioning costs of the South Texas Project.
Such costs may vary because of changes in the assumed date of decommissioning and changes in regulatory requirements, technology and costs
of labor, materials and waste burial. In the event that funds from the trusts are inadequate to decommission the facilities, CenterPoint Houston
will be required to collect through rates or other authorized charges additional amounts required to fund our obligations relating to the
decommissioning of the South Texas Project. For additional information regarding the decommissioning trust, please read �Our Generation
Portfolio�South Texas Project�Decommissioning Trusts� above.

ENVIRONMENTAL MATTERS

Regulation

We are subject to a number of federal, state and local laws and regulations relating to the protection of the environment and the safety and health
of company personnel and the public. These requirements relate to a broad range of our activities, including:
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� the discharge of pollutants into the air, water and soil;

� the identification, generation, storage, handling, transportation, disposal, record keeping, labeling and reporting of, and the emergency
response in connection with, hazardous and toxic materials and wastes, including asbestos, associated with our operations;

� noise emissions from our facilities; and

� safety and health standards, practices and procedures that apply to the workplace and the operation of our facilities.
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In order to comply with these requirements, we may need to spend substantial amounts and devote other resources from time to time to:

� construct or acquire new equipment;

� acquire permits and/or marketable allowance or other emission credits for facility operations;

� modify or replace existing and proposed equipment; and

� clean up or decommission waste disposal areas, fuel storage and management facilities, and other locations and facilities, including
generation facilities.

If we do not comply with environmental requirements that apply to our operations, regulatory agencies could seek to impose on us civil,
administrative and/or criminal liabilities as well as seek to curtail our operations. Under some statutes, private parties could also seek to impose
upon us civil fines or liabilities for property damage, personal injury and possibly other costs.

Under the federal Comprehensive Environmental Response, Compensation and Liability Act of 1980 (CERCLA), owners and operators of
facilities from which there has been a release or threatened release of hazardous substances, together with those who have transported or
arranged for the disposal of those substances, are liable for:

� the costs of responding to that release or threatened release; and

� the restoration of natural resources damaged by any such release.

Air Emissions

As part of the 1990 amendments to the Federal Clean Air Act, requirements and schedules for compliance were developed for attainment of
health-based standards. In furtherance of the Act�s requirements, standards for NOx emissions, a product of the combustion process associated
with power generation, have been finalized by the Texas Commission on Environmental Quality (�TCEQ�). These TCEQ standards, as well as
provisions of the Texas electric restructuring law, require substantial reductions in NOx emissions from electric generating units. We are
currently installing cost-effective controls at our generating plants to comply with these requirements. As of December 31, 2003, we have
invested $664 million for NOx emissions controls and are planning to make additional expenditures of $131 million through 2007. Further
revisions to these NOx standards may result from the TCEQ�s future rules, expected by 2007, implementing more stringent federal eight-hour
ozone standards.

In 1998, the United States became a signatory to the United Nations Framework Convention on Climate Change (Kyoto Protocol). The Kyoto
Protocol calls for developed nations to reduce their emissions of greenhouse gases. Carbon dioxide, which is a major byproduct of the
combustion of fossil fuel, is considered to be a greenhouse gas. In 2002, President Bush withdrew the United States� support for the Kyoto
Protocol while endorsing voluntary greenhouse gas reduction measures. Congress has also explored a number of other alternatives for regulating
domestic greenhouse gas emissions. If the country re-enters and the United States Senate ultimately ratifies the Kyoto Protocol and/or if the
United States Congress adopts other measures for the control of greenhouse gases, any resulting limitations on power plant carbon dioxide
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emissions could have a material adverse impact on all fossil fuel-fired electric generating facilities, including those belonging to us.

In July 2002, the White House sent to the United States Congress a Bill proposing the Clear Skies Act, which is designed to achieve long-term
reductions of multiple pollutants produced from fossil fuel-fired power plants. If enacted, the Clear Skies Act would target reductions averaging
70% for sulfur dioxide (SO(2)), NOx and mercury emissions and would create a gradually imposed market-based compliance program that
would come into effect initially in 2008 with full compliance required by 2018. Fossil fuel-fired power plants owned by companies such as us
would be affected by the adoption of this program, or other legislation currently pending in Congress addressing similar issues. To comply with
such programs, we and other regulated entities could pursue a variety of strategies, including the installation of pollution controls, purchase of
emission allowances, or the curtailment of operations. To date, Congress has not enacted the Clear Skies Act.
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In response to Congressional inaction on the proposed Clear Skies Act, the Environmental Protection Agency (EPA) in December 2003
proposed the Interstate Air Quality Rule, which would require reductions in NOx and SO(2) similar to those found in the Clear Skies Act.
However, in contrast to the Clear Skies Act, the Interstate Air Quality Rule affects emissions in 29 states in the eastern U.S., including Texas. As
with the Clear Skies Act, emissions are reduced in two phases, and the reduction targets are similar, but are effective in 2010 and 2015 for both
NOx and SO(2). EPA has announced an intent to finalize these rules in late 2004 or early 2005.

In December 2003, EPA proposed two alternatives for regulating emissions of mercury from coal-fired power plants in the U.S. A final
rulemaking is scheduled to be adopted in December 2004. Under the first option, the EPA would set Maximum Achievable Control Technology
(MACT) standards under Section 112 of the Clean Air Act, which would require mercury reductions on a facility-by-facility basis regardless of
cost. The MACT standard requires reductions to be achieved by 2008, although it is possible that this compliance date will be delayed. The
second option would regulate coal-fired power plants under Section 111 of the Clean Air Act. Under this option, similar mercury reductions
would be achieved on a national scale through a cap-and-trade program, allowing reductions to be made at the most economical locations, and
not requiring reductions on a facility-by-facility basis. The MACT standard would require a reduction of about 30% from coal-fired facilities,
which will require the installation of control equipment. The cap-and-trade rule would require deeper reductions, but may be more economical
because it allows trading of emissions among facilities. The mercury cap-and-trade rule would be accomplished in two phases, in 2010 and
2015, with reduction levels set at approximately 50% and 70%, respectively. The cost of complying with the final rules is not yet known but is
likely to be material.

In addition to mercury control from coal-fired boilers, the MACT rule, if adopted, would require the control of nickel emissions from oil-fired
facilities. At this point, the impact of this proposal is uncertain, but is not expected to significantly affect our operations.

The EPA has also issued MACT standards for sources other than boilers used for power generation. The MACT rule for combustion turbines
was issued in August 2003 and there is no impact on our existing facilities. The MACT rulemaking for engines and industrial boilers was issued
in February 2004. These rules are not expected to have a significant impact on Texas Genco�s operations.

Water

On February 16, 2004, the EPA signed final rules under Section 316(b) of the Clean Water Act relating to the design and operation of existing
cooling water intake structures. The requirements to achieve compliance with this rule are subject to various factors, including the results of
anticipated litigation, but we currently do not expect any capital expenditures required for compliance to be material.

The EPA and State of Texas periodically modify water quality standards and, where necessary, initiate total maximum daily load allocations for
water bodies not meeting those standards. Such actions could cause our facilities to incur significant costs to comply with revised discharge
permit limitations.

Nuclear Waste

Under the U.S. Nuclear Waste Policy Act of 1982, the federal government was to create a federal repository for spent nuclear fuel produced by
nuclear plants like the South Texas Project. Also pursuant to that legislation a special assessment has been imposed on those nuclear plants to
pay for the facility. Consistent with the Act, owners of nuclear facilities, including us and the other owners of the South Texas Project, entered

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 355



into contracts setting out the obligations of the owners and U.S. Department of Energy (DOE). Since 1998, DOE has been in default on its
obligations to begin moving spent nuclear fuel from reactors to the federal repository (which still is not completed). On January 28, 2004, we
and the other owners of the South Texas Project, along with owners of other nuclear plants, filed a breach of contract suit against DOE in order
to protect against the running of a statute of limitations.
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Asbestos

As a result of their age, many of our facilities contain significant amounts of asbestos insulation, other asbestos-containing materials and
lead-based paint. Existing state and federal rules require the proper management and disposal of these potentially toxic materials. We have
developed a management plan that includes proper maintenance of existing non-friable asbestos installations, and removal and abatement of
asbestos containing materials where necessary because of maintenance, repairs, replacement or damage to the asbestos itself. We have planned
for the proper management, abatement and disposal of asbestos and lead-based paint at our facilities.

Our facilities are the subject of a number of lawsuits filed by a large number of individuals who claim injury due to exposure to asbestos while
working at sites along the Texas Gulf Coast. Most of these claimants have been third party workers who participated in construction of various
industrial facilities, including power plants, and some of the claimants have worked at locations owned by us. We anticipate that additional
claims like those received may be asserted in the future, and we intend to continue our practice of vigorously contesting claims that we do not
consider to have merit.

EMPLOYEES

As of December 31, 2003, we employed 1,511 people. Of these employees, 1,030 were covered by a collective bargaining agreement with the
International Brotherhood of Electrical Workers Local 66 that expired in September 2003. Our bargaining unit employees have continued to
work without interruption and we have not had any work interruptions since 1976. We continue to have a good relationship with the bargaining
unit and we are actively negotiating to obtain a new agreement in 2004.

EXECUTIVE OFFICERS

(As of March 1, 2004)

Name Age Position

David M. McClanahan 54 Chairman and Director
David G. Tees 59 President, Chief Executive Officer and Director
Scott E. Rozzell 54 Executive Vice President, General Counsel, Corporate Secretary and

Director
Gary L. Whitlock 54 Executive Vice President, Chief Financial Officer and Director
James S. Brian 56 Senior Vice President and Chief Accounting Officer
Joseph B. McGoldrick 50 Corporate Vice President, Strategic Planning

David M. McClanahan is the Chairman of our board of directors. Mr. McClanahan has also served on the board of directors and as the
President and Chief Executive Officer of CenterPoint Energy since September 2002. He served as the Vice Chairman of Reliant Energy from
October 2000 to September 2002 and as President and Chief Operating Officer of Reliant Energy�s Delivery Group since 1999. He also served as
the President and Chief Operating Officer of Reliant Energy HL&P from 1997 to 1999. He has served in various other executive capacities with
CenterPoint Energy since 1986. He previously served as Chairman of the Board of Directors of ERCOT and Chairman of the Board of the
University of St. Thomas. He currently serves on the boards of the Edison Electric Institute and the American Gas Association.
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David G. Tees is our President and Chief Executive Officer and a member of our board of directors. He served as Senior Vice President,
Generation Operations of Reliant Energy from 1998 through August 2002. He also served as Vice President of Energy Production of Reliant
Energy HL&P from 1986 through 1998. Mr. Tees has also served on the executive committee of the Edison Electric Institute Energy Supply
Subcommittee and presently represents CenterPoint Energy as a Research Advisory Committee Member of the Electric Power Research Institute
and is the Chairman of the Board of the STP Nuclear Operating Company.
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Scott E. Rozzell is our Executive Vice President, General Counsel and Corporate Secretary and a member of our board of directors. Mr. Rozzell
has also served as the Executive Vice President, General Counsel and Corporate Secretary of CenterPoint Energy since September 2002. He
served as Executive Vice President and General Counsel of the Delivery Group of Reliant Energy from March 2001 to September 2002. Prior to
joining Reliant Energy, Mr. Rozzell was a senior partner in the law firm of Baker Botts L.L.P.

Gary L. Whitlock is our Executive Vice President and Chief Financial Officer and a member of our board of directors. Mr. Whitlock has also
served as the Executive Vice President and Chief Financial Officer of CenterPoint Energy since September 2002. He served as Executive Vice
President and Chief Financial Officer of the Delivery Group of Reliant Energy from July 2001 to September 2002. Mr. Whitlock served as the
Vice President, Finance and Chief Financial Officer of Dow AgroSciences, a subsidiary of The Dow Chemical Company from 1998 to 2001.

James S. Brian is our Senior Vice President and Chief Accounting Officer. Mr. Brian has also served as the Senior Vice President and Chief
Accounting Officer of CenterPoint Energy since August 2002. He served as Senior Vice President, Finance and Administration of the Delivery
Group of Reliant Energy from 1999 to August 2002, and as Vice President and Chief Financial Officer of Reliant Energy HL&P from 1997 to
1999. He has served in various executive capacities with Reliant Energy since 1983.

Joseph B. McGoldrick is our Corporate Vice President, Strategic Planning. Mr. McGoldrick has also served as Corporate Vice President,
Strategic Planning of CenterPoint Energy since September 2002. He served as Corporate Vice President, Strategic Planning of the Delivery
Group of Reliant Energy from November 2001 to August 2002. He served as Senior Vice President, Finance & Administration for Reliant
Energy Retail from 2000 to 2001. He has served in various executive capacities with Reliant Energy since 1993.

RISK FACTORS

Market Risks

Our revenues and results of operations are impacted by market risks that are beyond our control.

We sell electric generation capacity, energy and ancillary services in the ERCOT market. Under the Texas electric restructuring law, we and
other power generators in Texas are not subject to traditional cost-based regulation and therefore may sell electric generation capacity, energy
and ancillary services to wholesale purchasers at prices determined by the market. As a result, we are not guaranteed any rate of return on our
capital investments through mandated rates, and our revenues and results of operations depend, in large part, upon prevailing market prices for
electricity in the ERCOT market. Market prices for electricity, generation capacity, energy and ancillary services may fluctuate substantially.
Our gross margins are primarily derived from the sale of capacity entitlements associated with our large, solid fuel base-load generating units,
including our Limestone and W. A. Parish facilities and our interest in the South Texas Project. The gross margins generated from payments
associated with the capacity of these units are directly impacted by natural gas prices. Since the fuel costs for our base-load units are largely
fixed under long-term contracts, they are generally not subject to significant daily and monthly fluctuations. Because natural gas is the marginal
fuel for facilities serving the ERCOT market during most hours, gas prices have a significant influence on the price of electric power. As a
result, the price customers are willing to pay for entitlements to our solid fuel-fired base-load capacity generally rises and falls with natural gas
prices.
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Market prices in the ERCOT market may also fluctuate substantially due to other factors. Such fluctuations may occur over relatively short
periods of time. Volatility in market prices may result from:

� oversupply or undersupply of generation capacity;

� power transmission or fuel transportation constraints or inefficiencies;
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� weather conditions;

� seasonality;

� availability and market prices for natural gas, crude oil and refined products, coal, lignite, enriched uranium and uranium fuels;

� changes in electricity usage;

� additional supplies of electricity from existing competitors or new market entrants as a result of the development of new generation
facilities or additional transmission capacity;

� illiquidity in the ERCOT market;

� availability of competitively priced alternative energy sources;

� natural disasters, wars, embargoes, terrorist attacks and other catastrophic events; and

� federal and state energy and environmental regulation and legislation.

There is currently a surplus of generating capacity in the ERCOT market and we expect the market for wholesale power to be highly
competitive.

The reserve margin in the ERCOT market has exceeded 30% since 2001, and the Texas Utility Commission and the ERCOT ISO have
forecasted the reserve margin for 2004 to continue to exceed 30%. The commencement of commercial operation of new facilities in the ERCOT
market has increased and will continue to increase the competitiveness of the wholesale power market, which could have a material adverse
effect on our business, results of operations, financial condition and cash flows and the market value of our assets.

Our competitors include generation companies affiliated with Texas-based utilities, independent power producers, municipal and co-operative
generators and wholesale power marketers. The unbundling of vertically integrated utilities into separate generation, transmission and
distribution and retail businesses pursuant to the Texas electric restructuring law could result in a significant number of additional competitors
participating in the ERCOT market. Some of our competitors may have greater financial resources, lower cost structures, more effective risk
management policies and procedures, greater ability to incur losses, greater potential for profitability from ancillary services, or greater
flexibility in the timing of their sale of generating capacity and ancillary services than we do.

We are subject to operational and market risks associated with our capacity auctions.

We have sold entitlements to a significant portion of our available 2004 and 2005 generating capacity in our capacity auctions held to date.
Although our obligation to conduct contractually-mandated auctions terminated in January 2004, we currently remain obligated to sell 15% of
our installed generation capacity and related ancillary services pursuant to state-mandated auctions and we expect to conduct future capacity
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auctions with respect to all or a part of our remaining capacity from time to time. In these auctions, we sell firm entitlements on a forward basis
to capacity and ancillary services dispatched within specified operational constraints. Although we have reserved a portion of our aggregate net
generation capacity from our capacity auctions for planned or forced outages at our facilities, unanticipated plant outages or other problems with
our generation facilities could result in our firm capacity and ancillary services commitments exceeding our available generation capacity. As a
result, an unexpected outage at one of our lower cost facilities could require us to run one of our higher cost plants or obtain replacement power
from third parties in the open market in order to satisfy our obligations even though the energy payments for the dispatched power are based on
the cost of our lower-cost facilities.
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Operating Risks

The operation of our power generation facilities involves risks that could adversely affect our revenues, costs, results of operations and cash
flows.

General. We are subject to various risks associated with operating our power generation facilities, any of which could adversely affect our
revenues, costs, results of operations, financial condition and cash flows. These risks include:

� operating performance below expected levels of output or efficiency;

� breakdown or failure of equipment or processes;

� disruptions in the transmission of electricity;

� shortages of equipment, material or labor;

� labor disputes;

� fuel supply interruptions;

� limitations that may be imposed by regulatory requirements, including, among others, environmental standards;

� limitations imposed by the ERCOT ISO;

� violations of permit limitations;

� operator error; and

� catastrophic events such as fires, hurricanes, explosions, floods, terrorist attacks or other similar occurrences.

A significant portion of our facilities was constructed many years ago. Older generation equipment, even if maintained in accordance with good
engineering practices, may require significant capital expenditures to keep it operating at high efficiency and to meet regulatory requirements.
This equipment is also likely to require periodic upgrading and improvement. Any unexpected failure to produce power, including failure caused
by breakdown or forced outage, could result in reduced earnings.

The cost of repairing damage to our facilities due to storms, natural disasters, wars, terrorist acts and other catastrophic events may adversely
impact our results of operations, financial condition and cash flows. The occurrence or risk of occurrence of future terrorist activity may impact
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our results of operations and financial condition in unpredictable ways. These actions could also result in adverse changes in the insurance
markets and disruptions of power and fuel markets. In addition, our power generation facilities and fuel supply could be directly or indirectly
harmed by future terrorist activity. The occurrence or risk of occurrence of future terrorist attacks or related acts of war could also adversely
affect the United States economy. A lower level of economic activity could result in a decline in energy consumption, which could adversely
affect our revenues and margins and limit our future growth prospects. Also, these risks could cause instability in the financial markets and
adversely affect our ability to access capital.

We employ experienced personnel to maintain and operate our facilities and carry insurance to mitigate the effects of some of the operating risks
described above. Our insurance policies, however, are subject to certain limits and deductibles and do not include business interruption
coverage. Should one or more of the events described above occur, revenues from our operations may be significantly reduced or our costs of
operations may significantly increase.

In December 2003, one of the three auxiliary standby diesel generators for Unit 2 at the South Texas Project failed during a routine test. The
NRC allowed continued operation of Unit 2 while repairs to the generator were made. Repairs are expected to be completed before the end of a
scheduled refueling outage on the unit in the spring of 2004. Should Unit 2 experience an unplanned shutdown prior to its scheduled outage,
there is a risk that
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the NRC would not permit restarting the unit until the diesel generator was fully repaired. Our share of the ultimate cost of repairs to the diesel
generator is estimated to be approximately $5 million and is expected to be substantially covered by insurance.

We rely on power transmission facilities that we do not own or control and are subject to transmission constraints within the ERCOT market.
If these facilities fail to provide us with adequate transmission capacity, we may not be able to deliver wholesale electric power to our
customers and we may incur additional costs.

We depend on transmission and distribution facilities owned and operated by our affiliate, CenterPoint Houston, and on transmission and
distribution systems owned by others to deliver the wholesale electric power we sell from our power generation facilities to our customers, who
in turn deliver power to the end users. If transmission is disrupted, or if transmission capacity infrastructure is inadequate, our ability to sell and
deliver wholesale electric energy may be adversely impacted.

The single control area of the ERCOT market for 2004 is organized into five congestion zones, referred to as the North, Northeast, South, West
and Houston zones. These congestion zones are determined by physical constraints on the ERCOT transmission system that make it difficult or
impossible at times to move power from a zone on one side of the constraint to the zone on the other side of the constraint. All but two of our
facilities are located in the Houston congestion zone. Our Limestone facility is located in the North congestion zone and the South Texas Project
is located in the South congestion zone. We sell a portion of the entitlements offered in our state-mandated auctions to customers located in
congestion zones other than the Houston zone. Transmission congestion between these zones could impair our ability to schedule power for
transmission across zonal boundaries, which are defined by the ERCOT ISO, thereby inhibiting our efforts to match our facility scheduled
outputs with our customer scheduled requirements.

The ERCOT ISO has instituted rules that directly assign congestion costs to the parties causing the congestion. Therefore, power generators
participating in the ERCOT market could be liable for the congestion costs associated with transferring power between zones. We schedule our
anticipated requirements based on our own forecasted needs, which rely in part on demand forecasts made by our customers. These forecasts
may prove to be inaccurate. We could be deemed responsible for congestion costs if we schedule delivery of power between congestion zones
during times when the ERCOT ISO expects congestion to occur between the zones. If we are liable for congestion costs, our financial results
could be adversely affected. For more information about the ERCOT market, please read �Our Business�The ERCOT Market� above.

Our results of operations, financial condition and cash flows could be adversely impacted by a disruption of our fuel supplies.

We rely primarily on natural gas, coal, lignite and uranium to fuel our generation facilities. We purchase our fuel from a number of different
suppliers under long-term contracts and on the spot market. We sell firm entitlements to capacity and ancillary services. Therefore, any
disruption in the delivery of fuel could prevent us from operating our facilities to meet our auction commitments, which could adversely affect
our results of operations, financial condition and cash flows.

Delivery of natural gas to each of our natural gas-fired facilities typically depends on the natural gas pipelines or distributors for that location. As
a result, we are subject to the risk that a natural gas pipeline or distributor may suffer disruptions or curtailments in our ability to deliver natural
gas to it or that the amounts of natural gas we request are curtailed. These disruptions or curtailments could adversely affect our ability to
operate our natural gas-fired generating facilities. We lease gas storage facilities capable of storing approximately 6.3 billion cubic feet of
natural gas, of which 4.2 billion cubic feet is working capacity.
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We purchase coal from a limited number of suppliers. Generally, we seek to maintain average coal reserves sufficient to operate our coal-fired
facilities for 30 days. We also have long-term rail transportation contracts with two rail transportation companies to transport coal to our
coal-fired facilities. Any extended disruption in
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our coal supply, including those caused by transportation disruptions, adverse weather conditions, labor relations or environmental regulations
affecting our coal suppliers, could adversely affect our ability to operate our coal-fired facilities. We are also exposed to the risk that suppliers
that have agreed to provide us with fuel could breach their obligations. Should these suppliers fail to perform, we may be forced to enter into
alternative arrangements at then-current market prices. As a result, our results of operations, financial condition and cash flows could be
adversely affected.

To date, we have sold a substantial portion of our auctioned capacity entitlements to subsidiaries of Reliant Resources. Accordingly, our
results of operations, financial condition and cash flows could be adversely affected if Reliant Resources ceases to be a major customer or
fails to meet its obligations.

By participating in our contractually-mandated auctions, subsidiaries of Reliant Resources have purchased entitlements to 79% of our sold 2004
capacity and 68% of our sold 2005 capacity. Reliant Resources has made these purchases either through the exercise of its contractual rights to
purchase 50% of the entitlements we auctioned in our prior contractually-mandated auctions or through the submission of bids. In the event
Reliant Resources ceases to be a major customer or fails to meet its obligations to us, our results of operations, financial condition and cash
flows could be adversely affected. As of December 31, 2003, Reliant Resources� securities ratings are below investment grade. We have been
granted a security interest in accounts receivable and/or securitization notes associated with the accounts receivable of certain subsidiaries of
Reliant Resources to secure up to $250 million in purchase obligations.

We may incur substantial costs and liabilities as a result of our ownership of nuclear facilities.

We own a 30.8% interest in the South Texas Project, a nuclear powered generation facility. As a result, we are subject to the risks associated
with the ownership and operation of nuclear facilities. These risks include:

� liabilities associated with the potential harmful effects on the environment and human health resulting from the operation of nuclear
facilities and the storage, handling and disposal of radioactive materials;

� limitations on the amounts and types of insurance commercially available to cover losses that might arise in connection with nuclear
operations; and

� uncertainties with respect to the technological and financial aspects of decommissioning nuclear plants at the end of their licensed
lives.

The NRC has broad authority under federal law to impose licensing and safety-related requirements for the operation of nuclear generation
facilities. In the event of non-compliance, the NRC has the authority to impose fines, shut down a unit, or both, depending upon our assessment
of the severity of the situation, until compliance is achieved. Revised safety requirements promulgated by the NRC could necessitate substantial
capital expenditures at nuclear plants. In addition, although we have no reason to anticipate a serious nuclear incident at the South Texas Project,
if an incident were to occur, it could have a material adverse effect on our results of operations, financial condition and cash flows.

Other Risks
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Our historical financial results covering periods prior to 2002 represent our results as part of an integrated utility operating in a regulated
market and are not representative of our results as a separate company operating in the deregulated ERCOT market. Consequently, our
future financial condition and results of operations are likely to vary materially from the financial condition and results of operations
presented in the historical financial information included herein covering periods prior to 2002.

We have limited experience operating as a stand-alone wholesale electric power generation company in a deregulated market. Our generation
facilities were formerly owned by Reliant Energy, which conveyed these facilities to us in accordance with a business separation plan adopted in
response to the Texas electric restructuring law.
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The historical financial information covering periods prior to 2002 does not reflect what our financial position, results of operations and cash
flows would have been had our generation facilities been operated under the current deregulated ERCOT market. Although our generation
facilities had a significant operating history at the time they were conveyed to us, the historical financial information relating to the operation of
these facilities during periods prior to 2002 reflects the sale of the power generated by the facilities as part of an integrated utility at regulated
rates. We currently sell the power generated by these facilities at market-based prices, and our revenues currently depend, in large part, upon
prevailing market prices for electricity in the ERCOT market. To date, our capacity auctions have been consummated at market-based prices that
have resulted in returns substantially below the historical regulated return on our facilities.

The historical financial information we have included herein also does not reflect what our financial position, results of operations and cash
flows would have been had we been a separate entity during the periods presented. Our historical costs and expenses included in our financial
statements reflect charges from Reliant Energy for centralized corporate services and operating infrastructure costs as well as allocated costs of
capital. These allocations have been determined based on what we and Reliant Energy considered to be reasonable reflections of the utilization
of services provided to us or for the benefits received by us. We may experience significant changes in our cost structure, capitalization and
operations as a result of our separation from Reliant Energy, including increased costs associated with reduced economies of scale and with
being a publicly traded company.

We may not have access to sufficient capital in the amounts and at the times needed to finance our business.

To date, our capital has been provided by internally generated cash flows and borrowings from the CenterPoint Energy money pool. As a result
of our certification by the FERC as an �exempt wholesale generator� under the 1935 Act, we can no longer participate in this money pool.
CenterPoint Energy has established a second money pool in which Texas Genco and certain other unregulated subsidiaries of CenterPoint
Energy can participate. In December 2003, we entered into a $75 million revolving credit facility. It is anticipated that we will meet our cash
needs with a combination of funds from operations and borrowings under our revolving credit facility. Except in an emergency situation (in
which CenterPoint Energy could provide funding pursuant to applicable SEC rules), CenterPoint Energy would be required to obtain approval
from the SEC to issue and sell securities for purposes of funding our operations or for CenterPoint Energy to guarantee our securities. There is
no assurance that CenterPoint Energy will have sufficient funds to meet our cash needs.

CenterPoint Energy�s $2.3 billion bank facility limits our incurrence of indebtedness for borrowed money to an aggregate principal amount not to
exceed $250 million outstanding at any time and requires that proceeds from the sale of any material portion of our assets, proportionate to
CenterPoint Energy�s ownership interest in us and subject to certain other requirements, be used to prepay indebtedness under such credit facility.
Our new credit facility also limits our incurrence of additional secured indebtedness for borrowed money to a maximum of $175 million
aggregate principal amount. Although we are not contractually bound by the limitations in CenterPoint Energy�s bank facility, it is expected that
CenterPoint Energy would likely cause its representatives on our board of directors to direct our business so as not to breach the terms of its
facility.

We can give no assurances that our current and future capital structure, operating performance, financial condition and cash flows will permit us
to access the capital markets or to obtain other financing as needed to meet our working capital requirements and projected future capital
expenditures on favorable terms. The amount of any debt issuance by us is expected to be affected by the market�s perception of our
creditworthiness, market conditions and factors affecting our industry. Our projected future capital expenditures are substantial. Our ability to
secure third party credit lines or other debt financing may be adversely impacted by the factors described in this section, including the nature of
our business, which may lead to volatility in our financial results and cash flows. Please read �Management�s Discussion and Analysis of
Financial Condition and Results of Operations�Liquidity and Capital Resources�Future Sources and Uses of Cash,� in Item 7 of this report.
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We are an 81% owned subsidiary of CenterPoint Energy. As a result of this relationship, the financial condition of CenterPoint Energy could
affect our access to capital, our credit standing and our financial condition.

Our operations are subject to extensive regulation, including environmental regulation. If we fail to comply with applicable regulations or
obtain or maintain any necessary governmental permit or approval, we may be subject to civil, administrative and/or criminal penalties that
could adversely impact our results of operations, financial condition and cash flows.

Our operations are subject to complex and stringent energy, environmental and other governmental laws and regulations. The acquisition,
ownership and operation of power generation facilities require numerous permits, approvals and certificates from federal, state and local
governmental agencies. These facilities are subject to regulation by the Texas Utility Commission regarding non-rate matters. Existing
regulations may be revised or reinterpreted, new laws and regulations may be adopted or become applicable to us or any of our generation
facilities or future changes in laws and regulations may have a detrimental effect on our business.

Operation of the South Texas Project is subject to regulation by the NRC. This regulation involves testing, evaluation and modification of all
aspects of plant operation in light of NRC safety and environmental requirements. Continuous demonstrations to the NRC that plant operations
meet applicable requirements are also required. The NRC has the ultimate authority to determine whether any nuclear powered generating unit
may operate.

Water for certain of our facilities is obtained from public water authorities. New or revised interpretations of existing agreements by those
authorities or changes in price or availability of water may have a detrimental effect on our business.

Our business is subject to extensive environmental regulation by federal, state and local authorities. We are required to comply with numerous
environmental laws and regulations and to obtain numerous governmental permits in operating our facilities. We may incur significant
additional costs to comply with these requirements. If we fail to comply with these requirements or with any other regulatory requirements that
apply to our operations, we could be subject to administrative, civil and/or criminal liability and fines, and regulatory agencies could take other
actions seeking to curtail our operations. These liabilities or actions could adversely impact our results of operations, financial condition and
cash flows.

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. If any of these events occurs, our business, results of operations, financial condition and cash flows could
be adversely affected.

We may not be able to obtain or maintain from time to time all required environmental regulatory approvals. If there is a delay in obtaining any
required environmental regulatory approvals or if we fail to obtain and comply with them, we may not be able to operate our facilities or we may
be required to incur additional costs. We are generally responsible for all on-site liabilities associated with the environmental condition of our
power generation facilities, regardless of when the liabilities arose and whether the liabilities are known or unknown. These liabilities may be
substantial.
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Our insurance coverage may not be sufficient. Insufficient insurance coverage and increased insurance costs could adversely impact our
results of operations, financial condition and cash flows.

We have insurance covering certain of our facilities, including property damage insurance, commercial general liability insurance, boiler and
machinery coverage and available replacement capacity in amounts that we consider appropriate. However, our insurance policies are subject to
certain limits and deductibles and do not include business interruption coverage. We cannot assure you that insurance coverage will be available
in the
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future at current costs or on commercially reasonable terms or that the insurance proceeds received for any loss of or any damage to any of our
generation facilities will be sufficient to restore the loss or damage without negative impact on our results of operations, financial condition and
cash flows.

We and the other owners of the South Texas Project maintain nuclear property and nuclear liability insurance coverage as required by law and
periodically review available limits and coverage for additional protection. The owners of the South Texas Project currently maintain $2.75
billion in property damage insurance coverage, which is above the legally required minimum, but is less than the total amount of insurance
currently available for such losses. Under the federal Price Anderson Act, the maximum liability to the public of owners of nuclear power plants
was $10.6 billion as of December 31, 2003. Owners are required under the Price Anderson Act to insure their liability for nuclear incidents and
protective evacuations. We and the other owners of the South Texas Project currently maintain the required nuclear liability insurance and
participate in the industry retrospective rating plan. In addition, the security procedures at this facility have recently been enhanced to provide
additional protection against terrorist attacks. All potential losses or liabilities associated with the South Texas Project may not be insurable, and
the amount of insurance may not be sufficient to cover them.

Our revenues and results of operations are seasonal.

The demand for power in the ERCOT market is seasonal, with higher demand occurring during the warmer months. Accordingly, our customers
are generally willing to pay higher prices for entitlements to our capacity during warmer months. As a result, our revenues and results of
operations are subject to seasonality, with revenues being higher during the warmer months.

Risks Related to Our Relationships With CenterPoint Energy

CenterPoint Energy�s plan to monetize its interest in us may adversely impact our operations and financial condition, and the trading price
of Texas Genco�s common stock.

CenterPoint Energy expects to monetize its 81% interest in Texas Genco in 2004 and has engaged a financial advisor to assist them in that
pursuit. CenterPoint Energy plans to fully evaluate this option before seeking another alternative. CenterPoint Energy and Reliant Resources
currently provide a variety of services to us pursuant to the agreements described under �Management�s Discussion and Analysis of Financial
Condition and Results of Operations�Related Party Transactions�Our Relationships with CenterPoint Energy� and ��Technical Services Agreement
with Reliant Resources� in Item 7 of this report. These services agreements will terminate upon the sale of CenterPoint Energy�s interest in Texas
Genco. In such an event, we may be required to replace the services currently provided under arrangements with less favorable terms. Also,
under the terms of our $75 million 365-day revolving credit facility, if CenterPoint Energy ceases to own, directly or indirectly, at least a 50%
voting and economic interest in our wholly owned subsidiary Texas Genco, LP, an event of default will occur and any borrowings thereunder
may become immediately due and payable. In addition, depending on the nature of any monetization transaction, the trading price of Texas
Genco�s common stock could be adversely affected.

We will be controlled by CenterPoint Energy as long as it owns a majority of Texas Genco�s common stock, and our minority shareholders
will be unable to affect the outcome of shareholder voting during that time.
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As a result of the January 6, 2003 distribution, CenterPoint Energy indirectly owns approximately 81% of Texas Genco�s outstanding common
stock. As long as CenterPoint Energy owns a majority of our outstanding common stock, it will continue to be able to elect our entire board of
directors, and our public shareholders, by themselves, will not be able to affect the outcome of any shareholder vote. In addition, CenterPoint
Energy has stated that it is pursuing strategic alternatives for its ownership interest in us, including a possible sale, which could result in a third
party becoming our majority shareholder. Our majority shareholder, subject to any fiduciary duty owed to our minority shareholders under
Texas law, will be able to control all matters affecting us. In addition, our majority shareholder may enter into credit agreements, indentures or
other contracts that limit the activities of its subsidiaries. While we would not likely be contractually bound by these limitations, our majority
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shareholder would likely cause its representatives on our board to direct our business so as not to breach any of these agreements.

We may have potential business conflicts of interest with CenterPoint Energy with respect to our past and ongoing relationships, and
because of CenterPoint Energy�s controlling ownership interest, we may not be able to resolve these conflicts on terms possible in arm�s
length transactions.

Conflicts of interest may arise between CenterPoint Energy and us in a number of areas relating to our past and ongoing relationships, including
proceedings, actions and decisions of legislative bodies and administrative agencies, and our dividend policy. The agreements we have entered
into with CenterPoint Energy may be amended in the future upon agreement of the parties. While we are controlled by CenterPoint Energy,
CenterPoint Energy may be able to require us to amend these agreements. We may not be able to resolve any potential conflicts with
CenterPoint Energy, and even if we do, the resolution may be less favorable than if we were dealing with an unaffiliated party.

Item 2. Properties.

Our central support facility includes office space, a maintenance shop, a chemical lab, a warehouse facility and a fleet maintenance garage. This
facility includes a total of approximately 521,000 square feet of space, of which approximately 407,000 square feet is occupied by us and
approximately 114,000 square feet is leased to Reliant Resources. We also lease approximately 7,100 square feet at CenterPoint Energy�s
principal office building.

In addition, we lease or own various real property and facilities relating to our generation assets and other vacant real property unrelated to our
generation assets. We have described our principal generation and support facilities under �Our Generation Portfolio� in Item 1 of this report,
which description is incorporated herein by reference. We believe we have satisfactory title to our facilities in accordance with standards
generally accepted in the electric power industry, subject to exceptions that, in our opinion, would not have a material adverse effect on the use
or value of the facilities.

All of our real and tangible properties, subject to certain exclusions, are currently subject to the lien of a First Mortgage Indenture (the
Mortgage) dated December 23, 2003 between JPMorgan Chase Bank, as trustee, and our wholly owned subsidiary, Texas Genco, LP. As of
December 31, 2003, we had issued $75 million aggregate principal amount of first mortgage bonds under the Mortgage as collateral to secure
our obligations under our $75 million 364-day revolving credit facility.

Item 3. Legal Proceedings.

We are, from time to time, a party to litigation arising in the normal course of our business, most of which involves contract disputes or claims
for personal injury and property damage incurred in connection with our operations. We are not currently involved in any litigation that we
expect will have a material adverse effect on our financial condition, results of operations and cash flows. For a description of a number of
lawsuits involving claims of asbestos exposure at properties owned by us, please read �Environmental Matters�Asbestos� in Item 1 of this report,
which description is incorporated herein by reference.
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During 2003, we and CenterPoint Energy were engaged in a dispute with Northwestern Resources Co. (NWR), the supplier of fuel to the
Limestone electric generation facility, over the terms and pricing at which NWR supplies fuel to that facility under a 1999 settlement agreement
between the parties and under ancillary obligations. Both sides to the dispute initiated lawsuits, but in January 2004, we reached a settlement
with NWR under which we agreed to dismiss those lawsuits and under which NWR would continue to provide certain quantities of lignite at
specified prices during the period from 2004 to 2007, after which time the pricing would revert to pricing provided for under the 1999
settlement.

Item 4. Submission of Matters to a Vote of Security Holders.

There were no matters submitted to the vote of our security holders during the fourth quarter of 2003.
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PART II

Item 5. Market for Common Stock and Related Stockholder Matters.

As of February 29, 2004, Texas Genco�s common stock was held by approximately 51,362 shareholders of record. Texas Genco�s common stock
is listed on the New York Stock Exchange and is traded under the symbol �TGN.�

On January 6, 2003, CenterPoint Energy distributed approximately 19% of the 80 million outstanding shares of Texas Genco common stock to
CenterPoint Energy�s shareholders of record as of the close of business on December 20, 2002, the record date for the distribution. Our common
stock began trading regular-way on the New York Stock Exchange on January 7, 2003. Accordingly, no high and low sales price information is
available for any full quarterly period in 2002.

The following table sets forth the high and low sales prices of the common stock of Texas Genco on the New York Stock Exchange composite
tape during the periods indicated, as reported by Bloomberg, and the cash dividends declared in these periods. Cash dividends paid aggregated
$1.00 per share in 2003.

Market Price Dividend
Declared

Per
ShareHigh Low

2003

First Quarter $ 0.25
January 7 $ 10.50
March 10 $ 18.58
Second Quarter $ 0.25
April 21 $ 16.20
June 19 $ 23.99
Third Quarter $ 0.25
July 22 $ 21.56
September 2 $ 25.70
Fourth Quarter $ 0.25
October 3 $ 23.40
December 22 $ 32.71

The closing market price of our common stock on December 31, 2003 was $32.50 per share.

While we intend to pay regular quarterly cash dividends on our common stock, our board of directors will determine the amount of future
dividends in light of:
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� applicable legal requirements;

� our earnings and cash flows;

� our financial condition; and

� other factors our board of directors deems relevant.

CenterPoint Energy currently owns approximately 81% of Texas Genco�s outstanding common stock which has been pledged to secure any
obligations of CenterPoint Energy under its $2.3 billion credit facility executed in October 2003.

Item 6. Selected Financial Data.

The following tables present our selected financial data. The data set forth below should be read together with �Management�s Discussion and
Analysis of Financial Condition and Results of Operations,� and our historical financial statements and the notes to those statements included in
this report. Our selected financial
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data for each of the five years in the period ended December 31, 2003 are derived from our financial statements. Our financial statements for
periods prior to January 1, 2002 are presented on a carve-out basis and represent the historical financial position, results of operations and net
cash flows of the historically regulated generation-related business of Reliant Energy. Therefore, the historical information included in our
financial statements is not indicative of our future performance and does not reflect what our financial position and results of operations would
have been had we operated as a separate, stand-alone wholesale electric power generation company in a deregulated market during the periods
presented. Prior to January 1, 2002, our historical financial information reflects the sale of power generated by our facilities as part of an
integrated utility at regulated rates. Since January 1, 2002, we have sold power at market-based prices in capacity auctions. In addition, our
historical costs and expenses reflect charges from CenterPoint Energy for centralized corporate services and operating infrastructure costs as
well as allocated costs of capital through August 31, 2002. We may experience significant changes in our cost structure, capitalization and
operations as a result of our separation from CenterPoint Energy, including increased costs associated with reduced economies of scale,
obtaining third-party financing and being a publicly traded company.

Year Ended December 31,

1999 2000 2001 2002 2003

(In millions)
Income Statement Data:
Revenues $ 2,816 $ 3,334 $ 3,411 $ 1,541 $ 2,002

Expenses:
Fuel costs 1,170 1,644 1,304 989 1,098
Purchased power 395 753 1,223 94 73
Operation and maintenance 384 393 402 391 411
Depreciation and amortization 393 151 154 157 159
Taxes other than income taxes 79 63 63 43 39

Total 2,421 3,004 3,146 1,674 1,780

Operating Income (Loss) 395 330 265 (133) 222
Other Income 14 1 2 3 2
Interest Expense, net 71 59 65 26 2

Income (Loss) Before Income Taxes and Extraordinary Item 338 272 202 (156) 222
Income Tax Expense (Benefit) 113 100 74 (63) 71

Income (Loss) Before Extraordinary Item 225 172 128 (93) 151
Extraordinary Item, net of tax(1) (518) �  �  �  �  
Cumulative Effect of Accounting Change, net of tax(2) �  �  �  �  99

Net Income (Loss) $ (293) $ 172 $ 128 $ (93) $ 250

Income (Loss) Before Cumulative Effect of Accounting Change $ (3.66) $ 2.15 $ 1.60 $ (1.16) $ 1.89
Cumulative Effect of Accounting Change �  �  �  �  1.24

Net Income (Loss)(3) $ (3.66) $ 2.15 $ 1.60 $ (1.16) $ 3.13

(1) Represents a loss related to an accounting impairment of certain generating facilities.
(2) 2003 net income includes the cumulative effect of an accounting change resulting from the adoption of SFAS No. 143, �Accounting for

Asset Retirement Obligations� ($99 million after-tax gain, or $1.24 earnings per basic and diluted share). For additional information related
to the cumulative effect of accounting change, please read Note 2(j) to our consolidated financial statements.

(3) The earnings per share figures are computed by dividing the net income (loss) for each period by 80 million, the number of shares of Texas
Genco common stock outstanding after the 80,000-for-one stock split declared by Texas Genco�s Board of Directors, as effected on

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 378



December 18, 2002.

Year Ended December 31,

2001 2002 2003

(In millions)
Statement of Cash Flow Data:
Cash provided by (used in):
Operating Activities $ 236 $ (140) $ 387
Investing Activities (409) (258) (157)
Financing Activities 173 398 (186)
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December 31,

1999 2000 2001 2002 2003

(In millions)
Balance Sheet Data:
Property, Plant and Equipment, net $ 3,698 $ 3,782 $ 4,020 $ 4,096 $ 4,126
Total Assets 4,029 4,147 4,438 4,508 4,640
Capitalization(1) 2,331 2,323 2,624 �  �  
Shareholders� Equity(1) �  �  �  2,824 3,033

(1) Upon the restructuring of Reliant Energy pursuant to its business separation plan, effective August 31, 2002, our equity structure was
changed to reflect the contribution of CenterPoint Energy�s electric generating facilities to us.

Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis should be read in combination with our consolidated financial statements and notes contained in Item 8
herein.

OVERVIEW

We are a wholesale electric power generating company that owns 60 generating units at 11 electric power generation facilities located in Texas.
We also own a 30.8% interest in the South Texas Project Electric Generating Station (South Texas Project), a nuclear generating station with
two 1,250 megawatt (MW) nuclear generating units. As of December 31, 2003, the aggregate net generating capacity of our portfolio of assets
was 14,153 megawatts (MW), of which 2,988 MW of gas-fired capacity was currently mothballed. We expect that 777 MW of this amount will
remain mothballed through April 2004 and the other 2,211 MW will remain mothballed through April 2005. The decision to mothball these units
was based on the lack of demand for these types of units in our July and September 2003 capacity auctions combined with high forecasted
reserve margins in the Electric Reliability Council of Texas (ERCOT) market. We sell electric generation capacity, energy and ancillary services
in the ERCOT market, which is the largest power market in the State of Texas and encompasses the majority of the population centers in the
State of Texas. ERCOT facilitates reliable grid operations for approximately 85% of the demand for power in the state.

Our Separation from CenterPoint Energy

Legislation enacted by the Texas legislature in 1999 (Texas electric restructuring law) required the restructuring of electric utilities in Texas in
order to separate their power generation, transmission and distribution, and retail electric provider businesses into separate units. In March 2001,
the Public Utility Commission of Texas (Texas Utility Commission) approved a business separation plan for Reliant Energy, Incorporated
(Reliant Energy) involving the separation of Reliant Energy�s generation, transmission and distribution, and retail businesses into three separate
companies. Effective August 31, 2002, Reliant Energy consummated a restructuring transaction (the Restructuring) in accordance with its
business separation plan in which it, among other things:

� conveyed all of its electric generating facilities to us;
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� became a subsidiary of CenterPoint Energy, Inc. (CenterPoint Energy); and

� converted into a limited liability company named CenterPoint Energy Houston Electric, LLC (CenterPoint Houston).

Although our portfolio of generating facilities was formerly owned by the unincorporated electric utility division of Reliant Energy, for
convenience we describe our business as if we had owned and operated our generation facilities prior to the date they were conveyed to us. The
book value of the net assets conveyed to us by Reliant Energy on August 31, 2002 was approximately $2.8 billion.
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CenterPoint Energy is a registered public utility holding company under the Public Utility Holding Company Act of 1935, as amended (1935
Act). The 1935 Act and related rules and regulations impose a number of restrictions on the activities of CenterPoint Energy and its subsidiaries.
In October 2003, the Federal Energy Regulatory Commission (FERC) granted exempt wholesale generator (EWG) status to Texas Genco, LP,
our wholly owned subsidiary that owns and operates our electric generating plants. As a result, we are exempt from substantially all provisions
of the 1935 Act. We will remain exempt for so long as Texas Genco, LP remains an exempt wholesale generator. SEC approval would be
required, however, for CenterPoint Energy to issue and sell securities for the purpose of funding our operations, or for CenterPoint Energy to
guarantee our securities. Also, SEC policy precludes us from borrowing from CenterPoint Energy�s utility subsidiaries.

On January 6, 2003, CenterPoint Energy distributed approximately 19% of the 80 million outstanding shares of Texas Genco�s common stock to
CenterPoint Energy�s shareholders (the Distribution). As used herein, CenterPoint Energy also refers to the former Reliant Energy for dates prior
to the Restructuring.

Our Power Generation Business

Our energy costs consist primarily of fuel costs associated with consuming nuclear fuel, gas, oil, lignite and coal to generate electricity, as well
as our power purchases from the wholesale marketplace. The recent deregulation of the ERCOT market has impacted our energy costs in several
ways. As a result of requirements under the Texas electric restructuring law and the terms of our agreements with CenterPoint Energy, we have
been obligated to sell through capacity auctions substantially all of our available capacity and related ancillary services through 2003. Beginning
in 2004, we can market the 85% of our capacity as we deem appropriate based upon market conditions, which may include a combination of
auctions and bilateral contracts. In the auctions described above, we sell on a forward basis firm entitlements to capacity and ancillary services
dispatched within specified operational constraints. Although we have reserved a portion of our aggregate net generation capacity from our
capacity auctions for planned or forced outages at our facilities, unanticipated plant outages or other unforeseen problems with our generation
facilities could result in our firm capacity and ancillary services commitments exceeding our available generation capacity. As a result, we could
be required to obtain replacement power from third parties in the open market to satisfy our firm commitments that could involve the incurrence
of significant additional costs. Accordingly, high wholesale power prices for replacement power in the ERCOT market could increase our
energy costs and affect earnings and net cash flow. In addition, an unexpected outage at one of our lower cost facilities could require us to run
one of our higher cost plants in order to satisfy our obligations which could have a significant effect on our operating income.

In 2003, the market-based prices established in our capacity auctions continued to strengthen, but remained below historical regulated returns on
our facilities. However, we have seen significant improvement in auction prices for our 2003, 2004 and 2005 capacity entitlements. Since the
pricing of generation products is sensitive to natural gas prices, higher natural gas prices throughout 2003 have positively influenced the prices
in our capacity auctions. Because we have a significant amount of low-cost base-load solid fuel and nuclear generating units, higher natural gas
prices generally increase the margin of our base-load capacity entitlements since prospective purchasers face higher-cost gas-fired generation
alternatives. With the higher market prices and our efforts to reduce our operating costs, we have experienced improved profitability during 2003
compared to 2002. However, we do not expect this improvement will reach the levels of our historical regulated returns in the near future due in
part to the current surplus of generating capacity in the ERCOT market and changes to the economic conditions affecting our industry that have
occurred since our base-load facilities were originally constructed, including the development of high efficiency gas-fired generating units.

High reserve margins are expected to continue in the ERCOT market. With an increasingly competitive wholesale energy market, the
composition and level of our operation and maintenance expense is likely to change as we continually evaluate the value of various units based
on their fuel source, heat rate and dispatch type.

We were unable to sell some of the 2003 capacity that we have offered in our state-mandated auctions. However, we believe that we have
complied with the requirements under the applicable state-mandated auction rules, including re-offering the unsold capacity in subsequent
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EXECUTIVE SUMMARY

2003 Highlights

In 2003, we reported net income of $250 million as compared to a net loss of $93 million in 2002. Revenues significantly increased in 2003 as
compared to 2002 due to higher capacity revenue for base-load products, the sales of surplus air emission allowances and higher energy
revenues, which more than offset higher fuel and purchased power costs. Operation and maintenance expenses increased primarily due to higher
costs associated with planned and several unplanned unit outages as well as higher pension and insurance expenses. These increases were
partially offset by expenses incurred in the fourth quarter of 2002, which did not recur in 2003, the most significant of which was an early
retirement program. Net income for 2003 includes a $99 million after-tax ($152 million pre-tax) non-cash gain ($1.24 per diluted share) from the
adoption of SFAS No. 143, �Accounting for Asset Retirement Obligations� (SFAS No. 143) as further discussed below under ��Consolidated
Results of Operations.�

2004 Outlook

In our capacity auctions held through February 2004, we have sold capacity entitlements to approximately 85% of our available 2004 base-load
capacity and 24% of our available 2005 base-load capacity. As a result, we have contracted for approximately $1 billion of total revenue with
respect to our 2004 capacity and approximately $533 million of total revenue with respect to our 2005 capacity. We expect to conduct auctions
to sell additional capacity entitlements with respect to our 2004 and 2005 capacity during March 2004. Sales of additional surplus air emission
allowances are anticipated in 2004. Studies are underway to determine longer-term strategies, including selling capacity through contractual
agreements as well as auctions and evaluating financial hedging policies. Financial performance in 2004 and beyond is highly dependent on
continued strong wholesale electricity prices, as well as acceptable levels of planned and unplanned outages.

In December 2003, one of the three auxiliary standby diesel generators for Unit 2 at the South Texas Project failed during a routine test. The
NRC allowed continued operation of Unit 2 while repairs to the generator were made. Repairs are expected to be completed before the end of a
scheduled refueling outage on the unit in the spring of 2004. Should Unit 2 experience an unplanned shutdown prior to its scheduled outage,
there is a risk that the NRC would not permit restarting the unit until the diesel generator was fully repaired. Our share of the ultimate cost of
repairs to the diesel generator is estimated to be approximately $5 million and is expected to be substantially covered by insurance.

CERTAIN FACTORS AFFECTING FUTURE EARNINGS

Our past earnings and results of operations are not necessarily indicative of our future earnings and results of operations. Any of the following
factors could adversely affect our business prospects, financial condition, operating results and cash flows:

� state and federal legislative and regulatory actions or developments, including deregulation; re-regulation and restructuring of the
ERCOT market; and changes in, or application of, environmental and other laws or regulations to which we are subject;

� the timing and extent of changes in commodity prices, particularly natural gas;
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� the effects of competition, including the extent and timing of the entry of additional competitors in the ERCOT market;

� the results of our capacity auctions;

� weather variations and other natural phenomena;

� financial distress of our customers, including Reliant Resources;

� our access to capital and credit; and

� other factors discussed in this report under �Risk Factors� in Item 1 of this report.
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CONSOLIDATED RESULTS OF OPERATIONS

The following discussion and analysis of our results of operations have been derived from our historical financial statements and the notes to
those financial statements included herein, which we refer to collectively as �our financial statements.� Our financial statements were developed
using a number of assumptions to separate our operations from those of Reliant Energy, which until January 1, 2002, operated our generation
assets together with its transmission and distribution facilities and retail operations as a vertically integrated utility company. Please read Note 1
to our financial statements for a discussion of these assumptions and the methodologies used to prepare our financial statements. The historical
financial information for 2001 included in our financial statements may not be indicative of our future performance and does not reflect what our
financial position and results of operations would have been had we operated as a separate, stand-alone wholesale electric power generation
company in a deregulated market during the periods presented.

Prior to January 1, 2002, our revenues were calculated by unbundling the generation component of revenue from CenterPoint Energy�s historical
bundled rate for the generation and transmission, distribution and sale of energy and adding any additional generation-related revenues of
CenterPoint Energy, such as wholesale activities that include ancillary services, trading and capacity sales.

Year Ended December 31,

2001 2002 2003

(in thousands)
Revenues:
Revenues $ 3,410,945 $ �  $ �  
Energy revenues �  1,093,714 1,221,348
Capacity and other revenues �  447,261 781,020

Total 3,410,945 1,540,975 2,002,368

Expenses:
Fuel costs 1,303,981 989,560 1,098,269
Purchased power 1,222,552 93,841 72,509
Operation and maintenance 401,677 391,465 411,940
Depreciation and amortization 154,248 156,740 159,010
Taxes other than income taxes 63,378 42,930 38,681

Total 3,145,836 1,674,536 1,780,409

Operating Income (Loss) 265,109 (133,561) 221,959
Other Income 2,100 3,423 2,176
Interest Expense (65,017) (25,637) (1,583)

Income (Loss) Before Income Taxes and Cumulative Effect of Accounting Change 202,192 (155,775) 222,552
Income Tax Benefit (Expense) (73,804) 62,832 (71,286)

Income (Loss) Before Cumulative Effect of Accounting Change 128,388 (92,943) 151,266
Cumulative Effect of Accounting Change, net of tax �  �  98,910

Net Income (Loss) $ 128,388 $ (92,943) $ 250,176
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Basic and Diluted Earnings Per Share:
Income (Loss) Before Cumulative Effect of Accounting Change $ 1.60 $ (1.16) $ 1.89
Cumulative Effect of Accounting Change, net of tax �  �  1.24

Net Income (Loss) $ 1.60 $ (1.16) $ 3.13

Power Sales (in GWh) �  51,463 47,374
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2003 Compared to 2002. Our income before cumulative effect of accounting change increased $244 million in 2003 compared to 2002 primarily
due to increased operating margins ($357 million) from higher capacity and energy revenues as a result of higher capacity auction prices driven
by higher natural gas prices, partially offset by increased fuel costs due to higher natural gas prices and by lower sales volumes. We were able to
partially mitigate the higher cost of natural gas by switching to fuel oil on some of our flexible natural gas units, as well as benefiting from
reductions in coal and lignite costs on our base-load units resulting from renegotiated supply agreements and increased utilization of spot
purchases. Additionally, the sale of surplus air emission allowances, which is expected to recur in 2004, contributed to the increase in operating
margins ($16 million). Partially offsetting the increase in operating margins was a higher level of operation and maintenance expense primarily
related to higher pension and insurance expenses ($21 million) and planned and unplanned outages ($11 million). These increases in operation
and maintenance expense were partially offset by expenses incurred in 2002, which did not recur in 2003, the most significant of which were in
connection with an early retirement program and business separation costs ($28 million). Interest expense decreased $24 million in 2003 as
compared to 2002 primarily due to the allocation of interest through the date of the Restructuring (August 31, 2002) based on the remaining
electric utility debt not specifically identified with CenterPoint Energy�s transmission and distribution utility upon deregulation, and the
repayment of intercompany borrowings in 2003. Our effective tax rate for 2002 and 2003 was 40.3% and 32.0%, respectively. We reported a
pre-tax loss for 2002 compared to pre-tax income for 2003. The 2002 pre-tax loss caused permanent differences that would normally decrease
the effective rate to instead increase it. For 2003, our effective tax rate reflects reduced benefits from the amortization of investment tax credits.

In connection with the adoption of SFAS No. 143, we have identified retirement obligations for nuclear decommissioning at the South Texas
Project and for lignite mine operations which supply the Limestone electric generation facility. The net difference between the amounts
determined under SFAS No. 143 and the previous method of accounting for estimated mine reclamation costs was $37 million and has been
recorded as a cumulative effect of accounting change. Upon adoption of SFAS No. 143, we reversed $115 million of previously recognized
removal costs as a cumulative effect of accounting change. Net income for 2003 includes a $99 million after-tax ($152 million pre-tax) non-cash
gain ($1.24 per diluted share) from the adoption of SFAS No. 143. For additional discussion of the adoption of SFAS No. 143, please read Note
2(j) to our consolidated financial statements.

2002 Compared to 2001. Our net income decreased $221 million in 2002 compared to 2001 primarily due to decreased revenues resulting from
the change from a regulated environment in 2001 to the deregulated ERCOT market ($1.9 billion). Our 2001 revenue was derived based on
actual recoverable operating expenses plus an allowed regulatory rate of return based on the rate base while our 2002 revenue was derived from
open market sales of capacity and energy at auction and spot market prices. Additionally, fuel and purchased power expenses decreased
primarily due to lower natural gas prices and a reduction in overall demand for output from our facilities ($1.4 billion). Operation and
maintenance expense decreased primarily due to an absence of major maintenance outages at certain of our plants ($36 million in 2001), which
was partially offset by costs related to an early retirement program implemented in 2002 ($12 million), business separation expenses ($7 million)
and computer systems necessary for operation in the deregulated market ($6 million). Taxes other than income taxes decreased primarily due to
lower tax valuations of generation assets ($20 million). Interest expense decreased $39 million or 60% for the year ended December 31, 2002
from the comparable 2001 period. The decrease was due to the change from the allocation method based on capital structure used to calculate
interest expense in 2001 to the allocation of interest in 2002 based on the remaining electric utility debt not specifically identified with
CenterPoint Energy�s transmission and distribution utility upon deregulation. In connection with the Restructuring and the conveyance of all of
CenterPoint Energy�s electric generating facilities to us in August 2002, we did not assume any of CenterPoint Energy�s long-term debt. The
effective tax rates for 2002 and 2001 were 40.3% and 36.5%, respectively. The increase in the effective rate for 2002 compared to 2001 was
primarily the result of a reduced benefit from the amortization of investment tax credits, offset by a decrease in state
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income taxes. Our state tax liability changed from an income-based tax for 2001, to a capital-based tax for 2002, primarily as a result of the 2002
pre-tax loss, which resulted in the reporting of the state tax as a component of the pre-tax loss for 2002 compared to reporting the state tax
expense as a component of income tax expense for 2001.

RELATED PARTY TRANSACTIONS

Our Relationships with CenterPoint Energy

Separation Agreement. In connection with the Distribution, we entered into a separation agreement with CenterPoint Energy. This agreement
contains provisions governing our relationship with CenterPoint Energy following the Distribution and specifies the related ancillary agreements
between us and CenterPoint Energy. In addition, the separation agreement provides for cross-indemnities intended to place sole financial
responsibility on us and our subsidiaries for all liabilities associated with the current and historical business and operations we conduct,
regardless of the time those liabilities arose, and to place sole financial responsibility for liabilities associated with CenterPoint Energy�s other
businesses with CenterPoint Energy and its other subsidiaries. The separation agreement also contains indemnification provisions under which
we and CenterPoint Energy each indemnify the other with respect to breaches by the indemnifying party of the separation agreement or any
ancillary agreements.

Transition Services Agreement. We have entered into a transition services agreement with CenterPoint Energy under which CenterPoint Energy
will provide us through the earlier of such time as all services under the agreement are terminated or CenterPoint Energy ceases to own a
majority of Texas Genco�s common stock, various corporate support services that include accounting, finance, investor relations, planning, legal,
communications, governmental and regulatory affairs and human resources, as well as information technology services and other previously
shared services such as corporate security, facilities management, accounts receivable, accounts payable and payroll, office support services and
purchasing and logistics. These services consist generally of the same types of services as have been provided on an intercompany basis prior to
the distribution. The charges we will pay for the services will be on a basis generally intended to allow CenterPoint Energy to recover the fully
allocated direct and indirect costs of providing the services, plus all out-of-pocket costs and expenses, but without any profit to CenterPoint
Energy, except to the extent routinely included in traditional utility cost of capital.

Tax Allocation Agreement. We are members of the CenterPoint Energy consolidated group for tax purposes, and we will continue to file a
consolidated federal income tax return with CenterPoint Energy while CenterPoint Energy retains its 81% interest in us. Accordingly, we have
entered into a tax allocation agreement with CenterPoint Energy to govern the allocation of U.S. income tax liabilities and to set forth
agreements with respect to certain other tax matters. Generally, if there are tax adjustments related to us which relate to a tax return filed for a
period when we were a member of the CenterPoint Energy consolidated group, we are responsible for any increased taxes and we will receive
the benefit of any tax refunds.

Employee Benefit Plans. Our eligible employees currently participate in CenterPoint Energy�s employee benefit plans and programs in
accordance with the terms and conditions of such plans and programs, as may be amended or terminated by CenterPoint Energy at any time.
Additionally, CenterPoint Energy expects that a separate pension plan will be established for us in 2005. If this occurs, we will receive an
allocation of assets from the CenterPoint Energy pension plan pursuant to rules and regulations under the Employee Retirement Income Security
Act of 1974 and record its pension obligations in accordance with SFAS No. 87, �Employer�s Accounting for Pensions.� It is anticipated that a plan
established for us will be under-funded and that such under-funding could be significant. Changes in interest rates and the market values of the
securities held by the CenterPoint Energy pension plan during 2004 could materially, positively or negatively, change the funding status of a
plan established for us.
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Technical Services Agreement with Reliant Resources

Under a technical services agreement, Reliant Resources is obligated to provide engineering and technical support services and environmental,
safety and industrial health services to support the operation and maintenance of our facilities. We have notified Reliant Resources that its
obligation to provide these services will be terminated effective May 31, 2004. Under the agreement, Reliant Resources is also obligated to
provide systems, technical, programming and consulting support services and hardware maintenance (but excluding plant-specific hardware)
necessary to provide dispatch planning, dispatch, and settlement and communication with the ERCOT independent system operator, as well as
general information technology services for us. A project is currently underway to identify manpower requirements, evaluate systems
alternatives, define costs and develop time lines for replacement of those services considered necessary under the current overall technical
services agreement with Reliant Resources. The fees Reliant Resources charges for these services are designed to allow it to recover its fully
allocated direct and indirect costs and to obtain reimbursement of all out-of-pocket expenses. Expenses associated with capital investment in
systems and software that benefit both the operation of Reliant Resources� facilities and our facilities will be allocated on an installed MW basis.

The overall technical services agreement, while cancelable by us in whole or in part, will terminate in its entirety on the first to occur of:

� CenterPoint Energy�s sale of its 81% interest in us, or a sale by us of all or substantially all of our assets; or

� May 31, 2005, provided that we may extend the term of this agreement until December 31, 2005.

South Texas Project Decommissioning Trusts

We are the beneficiary of decommissioning trusts that have been established to provide funding for decontamination and decommissioning of
the South Texas Project in which we own a 30.8% interest. CenterPoint Houston collects, through rates or other authorized charges to its electric
utility customers, amounts designated for funding the decommissioning trusts, and deposits these amounts into the decommissioning trusts.
Upon decommissioning of the facility, in the event funds from the trusts are inadequate, CenterPoint Houston or its successor will be required to
collect through rates or other authorized charges to customers as contemplated by the Texas Utilities Code additional amounts required to fund
our obligations relating to the decommissioning of the facility. Following the completion of the decommissioning, if surplus funds remain in the
decommissioning trusts, the excess will be refunded to the ratepayers of CenterPoint Houston or its successor.

Director Relationships

Our Chairman, David M. McClanahan, is also a director and the chief executive officer of CenterPoint Energy. In addition, two of our directors,
Scott E. Rozzell and Gary L. Whitlock, are executive officers of CenterPoint Energy. As a result, these directors may need to recuse themselves
and not participate in board meetings where actions are taken in connection with transactions or other relationships involving both companies.
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LIQUIDITY AND CAPITAL RESOURCES

Historical Cash Flows

The net cash provided by/used in our operating, investing and financing activities for 2001, 2002 and 2003 is as follows (in millions):

Year Ended December 31,

2001 2002 2003

Cash provided by (used in):
Operating activities $ 236 $ (140) $ 387
Investing activities (409) (258) (157)
Financing activities 173 398 (186)

Cash Provided by Operating Activities

Net cash provided by operating activities in 2003 increased $527 million compared to 2002 primarily as a result of higher capacity auction
prices, which were driven by higher gas prices. This increase was partially offset by higher income taxes paid of $71 million.

Net cash provided by operating activities in 2002 decreased $376 million compared to 2001. The decrease primarily resulted from lower
revenues in the deregulated ERCOT market, increased accounts receivable from the sale of power in the 2002 deregulated electricity market and
lower taxes paid of $69 million.

Cash Used in Investing Activities

Net cash used in investing activities decreased $101 million during 2003 compared to 2002 primarily related to a reduction in NOx emissions
control expenditures.

Net cash used in investing activities decreased $151 million during 2002 compared to 2001 primarily related to completion of a major portion of
the NOx work on our solid fuel units at W.A. Parish in 2001 and the re-scheduling of the NOx installation on our gas units.

Cash Provided by Financing Activities
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Cash provided by financing activities decreased $584 million during 2003 compared to 2002 primarily as a result of common stock dividends
paid in 2003 and repayments of intercompany borrowings owed to CenterPoint Energy.

Cash provided by financing activities increased $225 million during 2002 compared to 2001 as a result of net transfers from CenterPoint Energy
to support our various requirements for working capital and capital expenditures.

Future Sources and Uses of Cash

We expect our liquidity and capital requirements will be affected by our:

� capital requirements related to environmental compliance and other maintenance projects;

� dividend policy;

� debt service requirements; and

� working capital requirements.

On December 31, 2003, we had temporary external investments of $45 million.
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In December 2003, Texas Genco, LP, one of our subsidiaries, entered into a 364-day $75 million bank credit facility with a seven-bank
syndicate. Proceeds from the revolving credit facility will be used to meet ongoing working capital requirements and for general corporate
purposes. Borrowings under the facility may be made at the London interbank offered rate (LIBOR) plus 150 basis points. The facility is secured
by a series of first mortgage bonds issued by our wholly owned subsidiary, Texas Genco LP, in an aggregate principal amount of $75 million
under a First Mortgage Indenture (the Mortgage) dated December 23, 2003 between JPMorgan Chase Bank, as trustee, and Texas Genco, LP.
All of our real and tangible properties, subject to certain exclusions, are currently subject to the lien of the Mortgage. Under the terms of the
facility, if CenterPoint Energy ceases to own, directly or indirectly, at least a 50% voting and economic interest in Texas Genco, LP, an event of
default will occur and any borrowings thereunder may become immediately due and payable. We believe that our cash flows from operations
and our external borrowing capability will be sufficient to meet the operational needs of our business for the next twelve months. As of
December 31, 2003, there were no borrowings outstanding under the revolving credit facility.

CenterPoint Energy�s $2.3 billion bank facility limits our incurrence of indebtedness for borrowed money to an aggregate principal amount not to
exceed $250 million outstanding at any time and requires that proceeds from the sale of any material portion of our assets, proportionate to
CenterPoint Energy�s ownership interest in us and subject to certain other requirements, be used to prepay indebtedness under such credit facility.
Our new credit facility also limits our incurrence of additional secured indebtedness for borrowed money to a maximum of $175 million
aggregate principal amount. Although we are not contractually bound by the limitations in CenterPoint Energy�s bank facility, it is expected that
CenterPoint Energy would likely cause its representatives on our board of directors to direct our business so as not to breach the terms of its
facility.

CenterPoint Energy is a registered holding company under the 1935 Act. In October 2003, the FERC granted exempt wholesale generator status
to Texas Genco, LP, our wholly owned subsidiary that owns and operates our electric generating plants. As a result, we are exempt from
substantially all provisions of the 1935 Act as long as we remain an exempt wholesale generator.

Capital Requirements. The following table sets forth our capital expenditures requirements for 2003, and estimates of our capital requirements
for 2004 through 2008 (in millions).

2003 2004 2005 2006 2007 2008

Environmental capital requirements $ 107 $ 42 $ 33 $ 43 $ 14 $ �  
Other capital requirements 44 52 96 106 88 62

Total capital requirements $ 151 $ 94 $ 129 $ 149 $ 102 $ 62

Contractual Obligations. The following table sets forth estimates of our contractual obligations as of December 31, 2003 to make future
payments for 2004 through 2008 and thereafter (in millions):

Contractual Obligations Total 2004 2005 2006 2007 2008

2009 and

thereafter

Fuel commitments $ 1,474 $ 309 $ 251 $ 256 $ 248 $ 162 $ 248
Operating lease commitments 99 11 11 10 10 10 47
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We have identified retirement obligations for nuclear decommissioning at the South Texas Project and the lignite mine operations which supply
our Limestone electric generation facility. We have recorded liabilities as required by SFAS No. 143 of $188 million for the nuclear
decommissioning and $6 million for the lignite mine as of December 31, 2003. CenterPoint Houston is required to fund $2.9 million a year to
trusts established to fund our share of the decommissioning costs for the South Texas Project. Pursuant to the Texas electric restructuring law,
costs associated with nuclear decommissioning that have not been recovered as of January 1, 2002, will continue to be subject to cost-of-service
rate regulation and will be included in a charge to CenterPoint
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Houston�s transmission and distribution customers. For additional information on asset retirement obligations and the nuclear decommissioning
trusts, please read Notes 2(j) and 8(c) to our consolidated financial statements, respectively.

Revenues derived from our capacity auctions come from two sources: capacity payments and energy payments. Energy payments consist of a
variety of charges related to the fuel and ancillary services scheduled through our auctioned capacity entitlements. We bill for these energy
payments on a monthly basis in arrears. We expect future collected energy payments will cover all of our future fuel commitments.

Cash Flows From Operations�Reliant Resources as a Significant Customer. To date, we have sold a substantial portion of our auctioned capacity
entitlements to subsidiaries of Reliant Resources. Pursuant to a Master Power Purchase and Sale Agreement (as amended) with a subsidiary of
Reliant Resources related to power sales in the ERCOT market, we have been granted a security interest in accounts receivable and/or notes
associated with the accounts receivable of certain subsidiaries of Reliant Resources to secure up to $250 million in purchase obligations. For
more information regarding the impact that Reliant Resources� financial condition may have on our cash flows, please read �Risk Factors� in Item
1 of this report.

Intercompany Borrowings. As a result of our certification by the FERC as an �exempt wholesale generator� under the 1935 Act, CenterPoint
Energy has established a second money pool in which we, CenterPoint Energy and certain other unregulated subsidiaries of CenterPoint Energy
can participate. Except in an emergency situation (in which CenterPoint Energy could provide funding pursuant to applicable SEC rules),
CenterPoint Energy would be required to obtain approval from the SEC to issue and sell securities for purposes of funding our operations or for
CenterPoint Energy to guarantee any of our securities. There is no assurance that CenterPoint Energy will have sufficient funds to meet our cash
needs.

Pension Plan. As discussed in Note 6(b) to the consolidated financial statements, we participate in CenterPoint Energy�s qualified
non-contributory pension plan covering substantially all employees. Pension expense for 2004 is estimated to be $12 million based on an
expected return on plan assets of 9.0% and a discount rate of 6.25% as of December 31, 2003. Future changes in plan asset returns, assumed
discount rates and various other factors related to the pension will impact our future pension expense and liabilities. We cannot predict with
certainty what these factors will be in the future. Additionally, we expect that a separate pension plan will be established for us in 2005. If this
occurs, we will receive an allocation of assets from the CenterPoint Energy pension plan pursuant to rules and regulations under the Employee
Retirement Income Security Act of 1974 and record our pension obligations in accordance with SFAS No. 87, �Employer�s Accounting for
Pensions�. It is anticipated that a plan established for us will be under-funded and that such under-funding could be significant. Changes in
interest rates and the market values of the securities held by the CenterPoint Energy pension plan during 2004 could materially, positively or
negatively, change the funding status of a plan established for us.
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OFF-BALANCE SHEET FINANCING

Other than operating leases, we have no off-balance sheet financing arrangements.

CRITICAL ACCOUNTING POLICIES

A critical accounting policy is one that is both important to the presentation of our financial condition and results of operations and requires
management to make difficult, subjective or complex accounting estimates. An accounting estimate is an approximation made by management
of a financial statement element, item or account in the financial statements. Accounting estimates in our historical consolidated financial
statements measure the effects of past business transactions or events, or the present status of an asset or liability. The accounting estimates
described below require us to make assumptions about matters that are highly uncertain at the time the estimate is made. Additionally, different
estimates that we could have used or changes in an accounting estimate that are reasonable likely to occur could have a material impact on the
presentation of our financial condition or results of operations. We base our estimates on historical experience and on various other assumptions
that we believe are reasonable under the circumstances, the results of which form the basis for making judgments. These estimates may change
as new events occur, as more experience is acquired, as additional information is obtained and as our operating environment changes. Our
significant accounting policies are discussed in Note 2 to our consolidated financial statements. We believe the following accounting policies
involve the application of critical accounting estimates. Accordingly, these accounting estimates have been reviewed and discussed with the
audit committee of the board of directors.

Allocation Methodologies Used to Derive Our Financial Statements On a Carve-Out Basis

In 2001, we employed various allocation methodologies to separate the results of operations and financial condition of the generation-related
portion of CenterPoint Energy�s business from CenterPoint Energy�s historical financial statements in order to prepare our financial statements.
For 2001, revenues were allocated based on actual costs plus an allowed regulatory rate of return based on regulated invested capital granted to
CenterPoint Energy�s electric utility by the Texas Utility Commission. The allowed regulatory rate of return was 9.844% for 2001. Expenses,
such as fuel, purchased power, operations and maintenance, and depreciation and amortization, and assets, such as property, plant and
equipment, and inventory, were specifically identified by function and allocated accordingly for our operations. We used various allocations to
disaggregate other common expenses, assets and liabilities between our operations and CenterPoint Energy�s regulated transmission and
distribution operations. We calculated interest expense based upon an allocation methodology that charged us with financing and equity costs
from CenterPoint Energy in proportion to our share of total net assets prior to the effects of deregulation discussed below. These methodologies
reflect the impact of deregulation on our assets and liabilities as of June 30, 1999; however, all existing regulatory assets which are expected to
be recovered in the true-up proceeding by our affiliated transmission and distribution utility, CenterPoint Houston, after deregulation have been
excluded from these financial statements.

Beginning January 1, 2002, CenterPoint Energy�s generation business was segregated from its electric utility as a separate reporting business
segment and began selling electricity in the ERCOT market at prices determined by the market. Accordingly, for 2002 and 2003, net income
reflects the results of market prices for power. Included in operations for 2002 and 2003 are allocations from CenterPoint Energy for corporate
services that included accounting, finance, investor relations, planning, legal, communications, governmental and regulatory affairs and human
resources, as well as information technology services and other previously shared services such as corporate security, facilities management,
accounts receivable, accounts payable and payroll, office support services and purchasing and logistics.
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Management believes the estimates inherent in these allocation methodologies to be reasonable. Had we actually existed as a separate company,
our results could have significantly differed from those presented herein. In addition, the historical financial information included in our
financial statements is not indicative of our future performance and does not reflect what our financial position and results of operations would
have been had we operated as a separate, stand-alone wholesale electric power generation company in a deregulated market during the periods
presented.

Impairment of Long-Lived Assets

We review the carrying value of our long-lived assets, including identifiable intangibles, whenever events or changes in circumstances indicate
that such carrying values may not be recoverable. Unforeseen events and changes in circumstances and market condition and material
differences in the value of long-lived assets and intangibles due to changes in estimates of future cash flows, regulatory matters and operating
costs could negatively affect the fair value of our assets and result in an impairment charge.

Fair value is the amount at which the asset could be bought or sold in a current transaction between willing parties and may be estimated using a
number of techniques, including quoted market prices or valuations by third parties, present value techniques based on estimates of cash flows,
or multiples of earnings or revenue performance measures. The fair value of the asset could be different using different estimates and
assumptions in these valuation techniques. Changes in any of these assumptions could result in an impairment charge.

The fair value of our assets could be materially affected by a change in the estimated future cash flows for these assets. We estimate future cash
flows using a probability-weighted approach based on the fair value of our common stock, operating projections and estimates of how long we
will retain these assets.

NEW ACCOUNTING PRONOUNCEMENTS

See Note 2(j) to the consolidated financial statements for a discussion of new accounting pronouncements that affect us.

Item 7A. Qualitative and Quantitative Disclosures About Market Risk.

Interest Rate Risk

As discussed in Note 8(c) to our consolidated financial statements, CenterPoint Houston contributed $14.8 million in 2001 to trusts established
to fund our share of the decommissioning costs for the South Texas Project. In 2002 and 2003, CenterPoint Houston contributed $2.9 million to
these trusts. The securities held by the trusts for decommissioning costs had an estimated fair value of $189 million as of December 31, 2003, of
which approximately 37% were debt securities that subject us to risk of loss of fair value with movements in market interest rates. If interest
rates were to increase by 10% from their levels at December 31, 2003, the decrease in fair value of the debt securities would be approximately
$1 million.
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Equity Market Value Risk

As discussed above under ��Interest Rate Risk,� CenterPoint Houston contributes to trusts established to fund our share of the decommissioning
costs for the South Texas Project, which held debt and equity securities as of December 31, 2003. The equity securities expose us to losses in
fair value. If the market prices of the individual equity securities were to decrease by 10% from their levels at December 31, 2003, the resulting
loss in fair value of these securities would be approximately $12 million. Currently, the risk of an economic loss is mitigated as discussed above
under ��Interest Rate Risk.�
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Commodity Price Risk

Our gross margins are dependent upon the market price for power in the ERCOT market. Our gross margins are primarily derived from the sale
of capacity entitlements associated with our large, solid fuel base-load generating units, including our Limestone and W.A. Parish facilities and
our interest in the South Texas Project. The gross margins generated from payments associated with the capacity of these units are directly
impacted by natural gas prices. Since the fuel costs for our base-load units are largely fixed under long-term contracts, they are generally not
subject to significant daily and monthly fluctuations. However, the market price for power in the ERCOT market is directly affected by the price
of natural gas. Because natural gas is the marginal fuel of facilities serving the ERCOT market during most hours, its price has a significant
influence on the price of electric power. As a result, the price customers are willing to pay for entitlements to our solid fuel base-load capacity
generally rises and falls with natural gas prices.
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Item 8. Financial Statements and Supplementary Data of the Company.

TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED OPERATIONS

(Thousands of Dollars)

Year Ended December 31,

2001 2002 2003

Revenues:
Revenues $ 3,410,945 $ �  $ �  
Energy revenues �  1,093,714 1,221,348
Capacity and other revenues �  447,261 781,020

Total 3,410,945 1,540,975 2,002,368

Expenses:
Fuel costs 1,303,981 989,560 1,098,269
Purchased power 1,222,552 93,841 72,509
Operation and maintenance 401,677 391,465 411,940
Depreciation and amortization 154,248 156,740 159,010
Taxes other than income taxes 63,378 42,930 38,681

Total 3,145,836 1,674,536 1,780,409

Operating Income (Loss) 265,109 (133,561) 221,959
Other Income 2,100 3,423 2,176
Interest Expense (65,017) (25,637) (1,583)

Income (Loss) Before Income Taxes and Cumulative Effect of Accounting Change 202,192 (155,775) 222,552
Income Tax Benefit (Expense) (73,804) 62,832 (71,286)

Income (Loss) Before Cumulative Effect of Accounting Change 128,388 (92,943) 151,266
Cumulative Effect of Accounting Change, net of tax �  �  98,910

Net Income (Loss) $ 128,388 $ (92,943) $ 250,176

Basic and Diluted Earnings Per Share:
Income (Loss) Before Cumulative Effect of Accounting Change $ 1.60 $ (1.16) $ 1.89
Cumulative Effect of Accounting Change, net of tax �  �  1.24

Net Income (Loss) $ 1.60 $ (1.16) $ 3.13
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TEXAS GENCO HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS

(Thousands of Dollars)

December 31,

2002 2003

ASSETS
Current Assets:
Cash and cash equivalents $ 578 $ 44,558
Customer accounts receivable 68,604 78,122
Accounts receivable, other 4,544 3,716
Inventory 156,167 169,692
Taxes receivable 4,368 �  
Prepayments and other current assets 4,024 2,304

Total current assets 238,285 298,392

Property, Plant and Equipment, net 4,095,637 4,125,595

Other Assets:
Nuclear decommissioning trust 162,576 189,182
Other 11,584 26,462

Total other assets 174,160 215,644

Total Assets $ 4,508,082 $ 4,639,631

LIABILITIES AND SHAREHOLDERS� EQUITY
Current Liabilities:
Accounts payable, affiliated companies, net $ 22,654 $ 7,802
Accounts payable, fuel 76,399 68,747
Accounts payable, other 43,877 40,165
Notes payable, affiliated companies, net 86,184 �  
Taxes and interest accrued 42,959 107,605
Deferred capacity auction revenue 48,721 86,853
Other 15,918 17,579

Total current liabilities 336,712 328,751

Other Liabilities:
Accumulated deferred income taxes, net 813,246 844,545
Unamortized investment tax credit 170,569 150,533
Nuclear decommissioning reserve 139,664 187,997
Benefit obligations 15,751 18,399
Accrued mine reclamation costs 39,765 6,000
Notes payable, affiliated companies, net 18,995 �  
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Other 149,337 70,245

Total other liabilities 1,347,327 1,277,719

Commitments and Contingencies (Note 8)
Shareholders� Equity 2,824,043 3,033,161

Total Liabilities and Shareholders� Equity $ 4,508,082 $ 4,639,631

See Notes to the Company�s Consolidated Financial Statements
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TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED CASH FLOWS

(Thousands of Dollars)

Year Ended December 31,

2001 2002 2003

Cash Flows from Operating Activities:
Net income (loss) $ 128,388 $ (92,943) $ 250,176
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:
Depreciation and amortization 154,248 156,740 159,010
Fuel-related amortization 16,740 25,113 23,385
Deferred income taxes (29,194) (27,161) 8,693
Investment tax credit (13,106) (12,144) (10,876)
Cumulative effect of accounting change �  �  (98,910)
Changes in other assets and liabilities:
Accounts receivable (19,554) (34,975) (8,690)
Inventory (16,483) 24,082 (13,525)
Taxes receivable �  (4,368) 4,368
Accounts payable (95,490) (75,659) (11,364)
Accounts payable, affiliate 19,743 (25,772) (14,852)
Taxes and interest accrued 60,608 (79,728) 64,646
Accrued reclamation costs 8,505 11,334 5,907
Benefit obligations 2,453 (17,423) 2,648
Deferred revenue from capacity auctions �  48,721 38,132
Other current assets (491) (1,016) 1,720
Other current liabilities (665) 1,257 1,661
Other long-term assets (5,822) 15,757 678
Other long-term liabilities 26,209 (51,756) (15,866)

Net cash provided by (used in) operating activities 236,089 (139,941) 386,941

Cash Flows from Investing Activities:
Capital expenditures and other (409,002) (257,630) (156,963)

Net cash used in investing activities (409,002) (257,630) (156,963)

Cash Flows from Financing Activities:
Payment of common stock dividends �  �  (80,000)
Net change in capitalization activity 172,913 292,970 �  
Increase (decrease) in short-term notes payables, affiliate �  86,184 (86,184)
Increase (decrease) in long-term notes payable, affiliate �  18,995 (18,995)
Debt issuance costs �  �  (819)

Net cash provided by (used in) financing activities 172,913 398,149 (185,998)

Net Increase in Cash and Cash Equivalents �  578 43,980
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Cash and Cash Equivalents at Beginning of Period �  �  578

Cash and Cash Equivalents at End of Period $ �  $ 578 $ 44,558

Supplemental Disclosure of Cash Flow Information:
Cash Payments:
Interest $ 64,267 $ 4,270 $ 8,506
Income taxes (refunds) 60,963 (7,749) 63,623

See Notes to the Company�s Consolidated Financial Statements
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TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED CAPITALIZATION AND SHAREHOLDERS� EQUITY

(Thousands of Dollars)

Capital

Stock

Additional

Paid-In

Capital

Retained

Earnings

(Deficit)

Total

Shareholders�

Equity Capitalization

Total

Capitalization

and

Shareholders�

Equity

Balance as of December 31, 2000 $ �  $ �  $ �  $ �  $ 2,322,715 $ 2,322,715
Net income(1) �  �  �  �  128,388 128,388
Net transfers from parent �  �  �  �  172,913 172,913

Balance as of December 31, 2001 �  �  �  �  2,624,016 2,624,016
Net loss(2) �  �  (54,460) (54,460) (38,483) (92,943)
Net transfers from parent 1 2,878,502 �  2,878,503 (2,585,533) 292,970

Balance as of December 31, 2002 1 2,878,502 (54,460) 2,824,043 �  2,824,043
Net income(2) �  �  250,176 250,176 �  250,176
Common stock dividends�$1.00 per share �  �  (80,000) (80,000) �  (80,000)
Net transfers from parent �  38,942 �  38,942 �  38,942

Balance as of December 31, 2003 $ 1 $ 2,917,444 $ 115,716 $ 3,033,161 $ �  $ 3,033,161

(1) Net income included in Capitalization for 2001 reflects the net income derived from the allocation of revenue, operating expenses, other
income, interest expense and income tax expense from the rate regulated electric utility of Reliant Energy, Incorporated, (Reliant Energy)
the predecessor of CenterPoint Energy Houston Electric, LLC (CenterPoint Houston), which was comprised of transmission and
distribution, generation and retail components. For further discussion related to the basis of presentation, See Note 1.

(2) Beginning January 1, 2002, Reliant Energy�s electric generation business was segregated in an unincorporated division from its other
electric utility operations as a separate reporting business segment. In June 1999, the Texas legislature enacted a law that substantially
amended the regulatory structure governing electric utilities in Texas in order to encourage retail electric competition (the Texas electric
restructuring law). Under the Texas electric restructuring law, the Company and other power generators in Texas ceased to be subject to
traditional cost-based regulation on January 1, 2002. Since that date, the Company has been selling generation capacity, energy and
ancillary services to wholesale purchasers at prices determined by the market. Accordingly, for 2002, net loss reflects revenue received
from market-based power sales. Retained deficit at December 31, 2002 reflects the Company�s net loss since August 31, 2002, the date of
the restructuring as discussed in Note 1. The Company�s net loss prior to the restructuring is reflected as a component of capitalization.

See Notes to the Company�s Consolidated Financial Statements

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 407



E-45

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 408



Table of Contents

TEXAS GENCO HOLDINGS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Background and Basis of Presentation

Background. In June 1999, the Texas legislature enacted an electric restructuring law which substantially amended the regulatory structure
governing electric utilities in Texas in order to encourage retail electric competition. In December 2001, the shareholders of Reliant Energy,
Incorporated (Reliant Energy) approved a restructuring proposal that was submitted in response to the Texas electric restructuring law and
pursuant to which Reliant Energy would, among other things, (1) convey its Texas electric generation assets to an affiliated company, (2)
become an indirect, wholly owned subsidiary of a new public utility holding company, CenterPoint Energy, Inc. (CenterPoint Energy), (3) be
converted into a Texas limited liability company named CenterPoint Energy Houston Electric, LLC (CenterPoint Houston) and (4) distribute the
capital stock of its operating subsidiaries to CenterPoint Energy. Texas Genco Holdings, Inc. (Texas Genco or the Company) represents the
portfolio of generating facilities owned during the periods presented by these financial statements by the unincorporated electric utility division
of Reliant Energy.

On August 24, 2001, Reliant Energy incorporated Texas Genco, a Texas corporation, as a wholly owned subsidiary. In February 2002, the
Company issued 1,000 shares of its $1.00 par value common stock to Reliant Energy in exchange for $1,000. In February 2002, Reliant Energy
made a capital contribution of $3,000 to the Company. During the period ended June 30, 2002, Reliant Energy made a capital contribution of
$14,000 to the Company for payment of general and administrative expenses associated with maintaining its corporate structure. The Company
did not conduct any activities other than those mentioned above through August 31, 2002.

Effective August 31, 2002, Reliant Energy completed the restructuring described above. As a result, on that date Reliant Energy conveyed all of
its electric generating facilities to the Company, which was accounted for as a business combination of entities under common control. The
Company subsequently became an indirect wholly owned subsidiary of CenterPoint Energy. CenterPoint Energy is subject to regulation by the
Securities and Exchange Commission as a �registered holding company� under the Public Utility Holding Company Act of 1935, as amended
(1935 Act). As used herein, CenterPoint Energy also refers to the former Reliant Energy for dates prior to the restructuring. In October 2003, the
Federal Energy Regulatory Commission (FERC) granted exempt wholesale generator status to Texas Genco, LP, the Company�s wholly owned
subsidiary that owns and operates its electric generating plants. As a result, the Company is exempt from substantially all provisions of the 1935
Act as long as it remains an exempt wholesale generator.

As of January 1, 2002, CenterPoint Energy�s electric utility unbundled its businesses in order to separate its power generation, transmission and
distribution, and retail electric businesses into separate units. Under the Texas electric restructuring law, as of January 1, 2002, the Company
ceased to be subject to traditional cost-based regulation. Since that date, the Company has been selling generation capacity, energy and ancillary
services to wholesale purchasers at prices determined by the market. To facilitate a competitive market, each power generation company
affiliated with a transmission and distribution utility is required to sell at auction firm entitlements to 15% of the output of its installed
generating capacity on a forward basis for varying terms of up to two years (state-mandated auctions). The Company�s first state-mandated
auction was held in September 2001 for power delivered beginning January 1, 2002. This obligation continues until January 1, 2007 unless
before that date the Public Utility Commission of Texas (Texas Utility Commission) determines that at least 40% of the quantity of electric
power consumed in 2000 by residential and small commercial customers in CenterPoint Houston�s service area is being served by retail electric
providers not affiliated with CenterPoint Energy. Reliant Resources, Inc. (Reliant Resources) is deemed to be an affiliate of CenterPoint Energy
for purposes of this test.
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Basis of Presentation. The consolidated financial statements include the operations of Texas Genco Holdings, Inc. and its subsidiaries, which
manage and operate the Company�s electric generation operations. The
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consolidated financial statements of the Company are presented on a carve-out basis, and present the historical financial position, results of
operations and net cash flows of the historically regulated generation-related business of CenterPoint Energy, and are not indicative of the
financial position, results of operations or net cash flows that would have existed had the Company been an independent company operating in
the Texas deregulated electricity market (ERCOT market) for the year ended December 31, 2001. Beginning January 1, 2002, CenterPoint
Energy�s generation business was segregated from CenterPoint Energy�s electric utility as a separate reporting business segment and began selling
electricity in the ERCOT market at prices determined by the market. Accordingly, for 2002 and 2003, net income (loss) reflects the results of
market prices for power. Included in operations for 2002 and 2003 are allocations from CenterPoint Energy for corporate services that included
accounting, finance, investor relations, planning, legal, communications, governmental and regulatory affairs and human resources, as well as
information technology services and other previously shared services such as corporate security, facilities management, accounts receivable,
accounts payable and payroll, office support services and purchasing and logistics.

Certain information in these consolidated financial statements as of December 31, 2002 and for each of the years in the two-year period ended
December 31, 2002 relating to the results of operations and financial condition was derived from the historical financial statements of
CenterPoint Energy which have been prepared in accordance with accounting principles generally accepted in the United States of America
(GAAP). Various allocation methodologies were employed during these periods to separate the results of operations and financial condition of
the generation-related portion of CenterPoint Energy�s business from CenterPoint Energy�s historical financial statements. For 2001, revenues
were allocated based on the allowed regulatory rate of return on regulated invested capital granted to CenterPoint Energy�s electric utility by the
Texas Utility Commission. The allowed regulatory rate of return was 9.844% for 2001. Expenses during 2001, such as fuel, purchased power,
operations and maintenance and depreciation and amortization, and assets, such as property, plant and equipment and inventory, were
specifically identified by function and allocated accordingly for the Company�s operations. Various allocations were used to disaggregate other
common expenses, assets and liabilities between the Company and CenterPoint Energy�s regulated transmission and distribution operations as of
December 31, 2001 and for the two-year period then ended. Interest expense was calculated based upon an allocation methodology that charged
the Company with financing and equity costs from CenterPoint Energy in proportion to its share of total net assets. Interest expense in 2002
through August 31, 2002 was allocated based upon the remaining electric utility debt not specifically identified with Reliant Energy�s
transmission and distribution utility upon deregulation. Effective with the restructuring of Reliant Energy, no long-term debt was assumed by the
Company and interest is incurred on borrowings from CenterPoint Energy. These methodologies reflect the impact of deregulation on the
Company�s assets and liabilities as of June 30, 1999; however, all existing regulatory assets which are expected to be recovered by the
transmission and distribution utility after deregulation have been excluded from these consolidated financial statements.

Management believes these allocation methodologies to be reasonable. Had the Company actually existed as a separate company, its results
could have significantly differed from those presented herein. In addition, future results of operations, financial position and net cash flows are
expected to materially differ from the historical results presented.

On January 6, 2003, CenterPoint Energy distributed approximately 19% of the 80 million shares of Texas Genco�s common stock that were then
outstanding to CenterPoint Energy�s shareholders. Earnings per share has been presented as if the 80 million shares were outstanding for all
historical periods in accordance with Statement of Financial Accounting Standards (SFAS) No. 128, �Earnings Per Share.�
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(2) Summary of Significant Accounting Policies

(a) Reclassifications and Use of Estimates

Certain amounts from the previous years have been reclassified to conform to the 2003 presentation of financial statements. These
reclassifications do not affect net income.

The process of preparing financial statements in conformity with GAAP requires the use of estimates and assumptions regarding certain types of
assets, liabilities, revenues and expenses. Also, such estimates relate to unsettled transactions and events as of the date of the financial
statements. Accordingly, upon settlement, actual results may differ from estimated amounts. In addition to these estimates, see Note 1
(Background and Basis of Presentation) for a discussion of the estimates used and methodologies employed to derive the Company�s historical
financial statements.

(b) Inventory

Inventory consists principally of materials and supplies, coal and lignite, natural gas and fuel oil. Inventories used in the production of electricity
are valued at the lower of average cost or market except for coal and lignite, which are valued under the last-in, first-out method. Below is a
detail of inventory:

December 31,

2002 2003

(In thousands)
Materials and supplies $ 92,869 $ 92,409
Coal and lignite 42,791 49,835
Natural gas 16,733 21,340
Fuel oil 3,774 6,108

Total inventory $ 156,167 $ 169,692

(c) Property, Plant and Equipment
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Property, plant and equipment are recorded at historical cost. Repair and maintenance costs are charged to the appropriate expense accounts as
incurred. Property, plant and equipment includes the following:

Estimated
Useful
Lives

(Years)

December 31,

2002 2003

(In thousands)
Gas-fired generation facilities 30�60 $ 2,274,317 $ 2,277,591
Coal and lignite-fired generation facilities 50 3,820,208 3,934,683
Nuclear generation facilities 40 2,561,239 2,635,999
Nuclear fuel 344,003 356,037
Other 5�50 610,573 630,594

Total 9,610,340 9,834,904
Accumulated depreciation and amortization (5,514,703) (5,709,309)

Property, plant and equipment, net $ 4,095,637 $ 4,125,595
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Prior to the restructuring described in Note 1 (Background and Basis of Presentation), substantially all of the Company�s physical assets used in
the conduct of the business and operations of electric generation were subject to liens securing CenterPoint Energy�s First Mortgage Bonds. In
connection with the restructuring, these assets were released from the liens. All of the Company�s real and tangible properties, subject to certain
exclusions, are currently subject to the lien of a First Mortgage Indenture (the Mortgage) dated December 23, 2003 between JPMorgan Chase
Bank, as trustee, and the Company�s wholly owned subsidiary, Texas Genco, LP. As of December 31, 2003, Texas Genco, LP had issued $75
million aggregate principal amount of first mortgage bonds under the Mortgage to secure obligations under the Company�s $75 million 364-day
revolving credit facility. (See Note 3).

For further information regarding removal costs previously recorded as a component of accumulated depreciation, see Note 2(j).

(d) Depreciation and Amortization

Depreciation is computed using the straight-line method based on economic lives. Depreciation and amortization expense for 2001, 2002 and
2003 was $154 million, $157 million and $159 million, respectively.

(e) Capitalized Interest

Capitalized interest is reflected as a reduction to interest expense in the Statements of Consolidated Operations. During the years ended
December 31, 2001, 2002 and 2003, the Company capitalized interest of $4 million, $7 million and $9 million, respectively.

(f) Long-lived Assets and Intangibles

The Company periodically evaluates long-lived assets when events or changes in circumstances indicate that the carrying value of these assets
may not be recoverable. The determination of whether an impairment has occurred is based on an estimate of undiscounted cash flows
attributable to the assets, as compared to the carrying value of the assets. An impairment analysis of generating facilities requires estimates of
possible future market prices, load growth, competition and many other factors over the lives of the facilities. A resulting impairment loss is
highly dependent on these underlying assumptions. No impairment has been recorded in any of the three years in the period ended December 31,
2003.

(g) Revenue Recognition
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Prior to January 1, 2002, revenues were derived based on actual costs plus an allowed regulatory rate of return based on regulated invested
capital. For the periods subsequent to January 1, 2002, the Company has been accounted for as a separate business segment of CenterPoint
Energy selling electricity to wholesale purchasers in the ERCOT market. Accordingly, revenues represent actual results of CenterPoint Energy�s
generation business segment in 2002 operating in a deregulated market. Beginning January 1, 2002, the Company has two primary components
of revenue: (1) capacity payments, which entitles the owner to power, and (2) energy payments, which are intended to cover the costs of fuel for
the actual electricity produced. Capacity payments are billed and collected one month prior to actual energy deliveries and are recorded as
deferred revenue until the month of actual energy delivery. At that point, the deferred revenue is reversed, and both capacity and energy payment
revenues are recognized. Prior to 2002, all purchased power was part of the total load used to serve retail customers of the integrated utility.
Beginning in 2002, fuel costs and purchased power are costs incurred to support sales of energy in the state-mandated auctions and
contractually-mandated auctions required by the Texas Utility Commission, and the corresponding revenues are recorded as energy revenues.
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(h) Income Taxes

The Company is included in the consolidated income tax returns of CenterPoint Energy. The Company calculates its income tax provision on a
separate return basis under a tax sharing agreement with CenterPoint Energy. The Company uses the liability method of accounting for deferred
income taxes and measures deferred income taxes for all significant income tax temporary differences. Investment tax credits were deferred and
are being amortized over the estimated lives of the related property. Current federal and state income taxes payable are payable to or receivable
from CenterPoint Energy.

(i) Statement of Consolidated Cash Flows

For purposes of reporting cash flows, the Company considers cash equivalents to be short-term, highly liquid investments readily convertible to
cash.

(j) New Accounting Pronouncements

Effective January 1, 2003, the Company adopted SFAS No. 143, �Accounting for Asset Retirement Obligations� (SFAS No. 143). SFAS No. 143
requires the fair value of an asset retirement obligation to be recognized as a liability is incurred and capitalized as part of the cost of the related
tangible long-lived assets. Over time, the liability is accreted to its present value each period, and the capitalized cost is depreciated over the
useful life of the related asset. Retirement obligations associated with long-lived assets included within the scope of SFAS No. 143 are those for
which a legal obligation exists under enacted laws, statutes and written or oral contracts, including obligations arising under the doctrine of
promissory estoppel.

The Company has identified retirement obligations for nuclear decommissioning at the South Texas Project Electric Generating Station (South
Texas Project) and for lignite mine operations which supply the Limestone electric generation facility. Prior to adoption of SFAS No. 143, the
Company had recorded liabilities for nuclear decommissioning and the reclamation of the lignite mine. Liabilities were recorded for estimated
decommissioning obligations of $140 million and $40 million for reclamation of the lignite at December 31, 2002. Upon adoption of SFAS No.
143 on January 1, 2003, the Company reversed the $140 million previously accrued for the nuclear decommissioning of the South Texas Project
and recorded a plant asset of $99 million offset by accumulated depreciation of $36 million as well as a retirement obligation of $187 million.
The $16 million difference between amounts previously recorded and the amounts recorded upon adoption of SFAS No. 143 is being deferred as
a liability as the recovery of nuclear decommissioning costs continues to be regulated by the Texas Utility Commission. Accordingly, any
difference between assets and liabilities associated with nuclear decommissioning are recorded as a receivable or liability as such amount will be
funded by or returned to customers of CenterPoint Houston or its successor. The Company also reversed the $40 million it had previously
recorded for the mine reclamation and recorded a plant asset of $1 million as well as a retirement obligation of $4 million. The $37 million
difference between amounts previously recorded and the amounts recorded upon adoption of SFAS No. 143 was recorded as a cumulative effect
of accounting change. The Company has also identified other asset retirement obligations that cannot be estimated because the assets associated
with the retirement obligations have an indeterminate life.
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The following represents the balances of the asset retirement obligation as of January 1, 2003 and the additions and accretion of the asset
retirement obligation for the year ended December 31, 2003:

Balance,

January 1, 2003

Liabilities

Incurred

Liabilities

Settled Accretion

Cash Flow

Revisions

Balance,

December 31, 2003

(In millions)
Nuclear decommissioning $ 187 �  �  $ 1 �  $ 188
Lignite mine 4 �  �  2 �  6

$ 191 �  �  $ 3 �  $ 194
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The following represents the pro-forma effect on the Company�s net income for the year ended December 31, 2002, as if the Company had
adopted SFAS No. 143 as of January 1, 2002 (in millions, except per share amounts):

Year Ended

December 31, 2002

Net loss as reported $ (93)
Pro-forma net loss (86)
Diluted earnings per share:
Net loss as reported $ (1.16)
Pro-forma net loss (1.07)

The following represents the Company�s asset retirement obligations on a pro-forma basis as if it had adopted SFAS No. 143 as of December 31,
2002:

As Reported Pro-forma

(In millions)
Nuclear decommissioning $ 140 $ 187
Lignite mine 40 4

Total $ 180 $ 191

The Company has previously recognized removal costs as a component of depreciation expense. As of December 31, 2002, these removal costs
of $115 million have been reclassified from accumulated depreciation to other long-term liabilities in the Consolidated Balance Sheet. Upon
adoption of SFAS No. 143, the Company reversed $115 million of previously recognized removal costs as a cumulative effect of accounting
change. The total cumulative effect recognized upon adoption of SFAS No. 143 was $99 million after-tax ($152 million pre-tax).

On December 23, 2003, the FASB issued SFAS No. 132 (Revised 2003), �Employer�s Disclosures about Pensions and Other Postretirement
Benefits� (SFAS No. 132®). This standard increases the existing disclosure requirements by requiring more details about pension plan assets,
benefit obligations, cash flows, benefit costs and related information. Companies will be required to segregate plan assets by category, such as
debt, equity and real estate, and to provide certain expected rates of return and other informational disclosures. SFAS No. 132® also requires
companies to disclose various elements of pension and postretirement benefit costs in interim-period financial statements for quarters beginning
after December 15, 2003. The Company has adopted the disclosure requirements of SFAS No. 132® in Note 6 to these consolidated financial
statements.

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 418



In December 2003, Congress passed the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the Act) which will become
effective in 2006. The Act contains incentives for the Company, if it continues to provide prescription drug benefits for its retirees, through the
provision of a non-taxable reimbursement to the Company of specified costs. The Company has many different alternatives available under the
Act, and, until clarifying regulations are issued with respect to the Act, the Company is unable to determine the financial impact. On January 12,
2004, the FASB issued FASB Staff Position (FSP) FAS 106-1, �Accounting and Disclosure Requirements Related to the Medicare Prescription
Drug, Improvement and Modernization Act of 2003 (FAS 106-1).� In accordance with FSP FAS 106-1, the Company�s postretirement benefits
obligations and net periodic postretirement benefit cost in the financial statements and accompanying notes do not reflect the effects of the
legislation. Specific authoritative guidance on the accounting for the legislation is pending and that guidance, when issued, may require the
Company to change previously reported information.
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(3) Short-Term Borrowings

In December 2003, Texas Genco, LP, a subsidiary of the Company, entered into a 364-day $75 million bank credit facility with a seven-bank
syndicate. As of December 31, 2003, there were no borrowings outstanding under the revolving credit facility. Proceeds from the revolving
credit facility will be used to meet ongoing working capital requirements and for general corporate purposes. Borrowings under the facility may
be made at the London interbank offered rate (LIBOR) plus 150 basis points. The facility is secured by a series of first mortgage bonds issued by
Texas Genco LP, in an aggregate principal amount of $75 million under a First Mortgage Indenture (the Mortgage) dated December 23, 2003
between JPMorgan Chase Bank, as trustee, and Texas Genco, LP. All of the Company�s real and tangible properties, subject to certain
exclusions, are currently subject to the lien of the Mortgage. Under the terms of the facility, if CenterPoint Energy ceases to own, directly or
indirectly, at least a 50% voting and economic interest in Texas Genco, LP, an event of default will occur and any borrowings thereunder may
become immediately due and payable. Texas Genco�s revolving credit facility contains various business and financial covenants. Texas Genco is
currently in compliance with the covenants under the credit agreement.

(4) Related Party Transactions and Major Customers

As of December 31, 2002, the Company had $86 million in short-term borrowings and $19 million in long-term borrowings from CenterPoint
Energy and its subsidiaries. Such borrowings were used for working capital purposes. Interest expense associated with the borrowings for 2002
was $7 million. As of December 31, 2003, the Company had no short-term or long-term borrowings from CenterPoint Energy and its
subsidiaries. As of December 31, 2002, the weighted average interest rate on the borrowings was 6.2%. In addition, through August 31, 2002,
$25 million of interest expense was allocated to the Company related to the remaining electric utility debt not specifically identified with
CenterPoint Energy�s transmission and distribution utility upon deregulation. Interest expense associated with the borrowings during 2003 was $7
million.

As of December 31, 2002, the Company had net accounts payable to affiliates of $23 million. As of December 31, 2003, the Company had net
accounts payable to affiliates of $8 million.

During 2002 and 2003, the sales and services by the Company to Reliant Resources and its subsidiaries totaled $1 billion and $1.4 billion,
respectively. During 2002 and 2003, sales and services by the Company to CenterPoint Energy and its affiliates totaled $53 million and $-0-,
respectively.

During 2002 and 2003, the sales and services by the Company to a major customer other than Reliant Resources totaled $226 million and $205
million, respectively.
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During 2002 and 2003, purchases of natural gas by the Company from CenterPoint Energy and its affiliates were $41 million and $29 million,
respectively.

CenterPoint Energy provides some corporate services to the Company. The costs of services have been directly charged to the Company using
methods that management believes are reasonable. These methods include negotiated usage rates, dedicated asset assignment, and proportionate
corporate formulas based on assets, operating expenses and employees. These charges are not necessarily indicative of what would have been
incurred had the Company not been an affiliate. Amounts charged to the Company for these services were $47 million for 2002 and $32 million
in 2003 and are included primarily in operation and maintenance expenses.

Separation Agreement. In connection with the distribution by CenterPoint Energy to its shareholders of 19% of the Company�s outstanding
common stock, the Company entered into a separation agreement with

E-52

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 421



Table of Contents

TEXAS GENCO HOLDINGS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

CenterPoint Energy. This agreement contains provisions governing the Company�s relationship with CenterPoint Energy following the
distribution and specifies the related ancillary agreements between the Company and CenterPoint Energy. In addition, the separation agreement
provides for cross-indemnities intended to place sole financial responsibility on the Company and its subsidiaries for all liabilities associated
with the current and historical business and operations the Company conducts, regardless of the time those liabilities arose, and to place sole
financial responsibility for liabilities associated with CenterPoint Energy�s other businesses with CenterPoint Energy and its other subsidiaries.
The separation agreement also contains indemnification provisions under which the Company and CenterPoint Energy each indemnify the other
with respect to breaches by the indemnifying party of the separation agreement or any ancillary agreements.

Tax Allocation Agreement. The Company is a member of the CenterPoint Energy consolidated group for tax purposes, and the Company will
continue to file a consolidated federal income tax return with CenterPoint Energy while CenterPoint Energy retains its 81% interest in the
Company. Accordingly, the Company has entered into a tax allocation agreement with CenterPoint Energy to govern the allocation of U.S.
income tax liabilities and to set forth agreements with respect to certain other tax matters. Generally, if there are tax adjustments related to the
Company which relate to a tax return filed for a period when the Company was a member of the CenterPoint Energy consolidated group, the
Company is responsible for any increased taxes and the Company will receive the benefit of any tax refunds.

(5) Jointly Owned Electric Utility Plant

The Company owns a 30.8% interest in the South Texas Project, which consists of two 1,250 MW nuclear generating units, and bears a
corresponding 30.8% share of capital and operating costs associated with the project. The South Texas Project is owned as a tenancy in common
among the Company and three other co-owners, with each owner retaining its undivided ownership interest in the two nuclear-fueled generating
units and the electrical output from those units. The Company is severally liable, but not jointly liable, for the expenses and liabilities of the
South Texas Project. CenterPoint Energy and the other three co-owners organized STP Nuclear Operating Company (STPNOC) to operate and
maintain the South Texas Project. STPNOC is managed by a board of directors comprised of one director appointed by each of the four owners,
along with the chief executive officer of STPNOC. The Company�s share of direct expenses of the South Texas Project is included in the
corresponding operating expense categories in the accompanying financial statements. As of December 31, 2002 and 2003, Texas Genco�s total
utility plant for the South Texas Project was $385 million and $431 million, respectively, (net of $2.2 billion accumulated depreciation which
includes an impairment loss recorded in 1999 of $745 million). As of December 31, 2002 and 2003, Texas Genco�s investment in nuclear fuel
was $42 million (net of $302 million amortization) and $40 million (net of $316 million amortization), respectively.

(6) Employee Benefit Plans

(a) Incentive Compensation Plans

During 2003, the Company established a long-term incentive compensation plan (LICP) that provides cash-based performance units to key
employees of the Company. The Company�s compensation cost related to this plan was less than $1 million for 2003.
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(b) Pension

Substantially all of the Company�s employees participate in CenterPoint Energy�s qualified non-contributory pension plan. The benefit accrual is
in the form of a cash balance of a specified percentage of annual pay plus accrued interest. CenterPoint Energy�s funding policy is to review
amounts annually in
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accordance with applicable regulations in order to achieve adequate funding of projected benefit obligations. Pension expense is allocated to the
Company based on covered employees. Assets of the plan are not segregated or restricted by CenterPoint Energy�s participating subsidiaries and
accrued obligations for the Company employees would be the obligation of the retirement plan if the Company were to withdraw. Pension
benefit was $1 million for the year ended December 31, 2001. The Company recognized pension expense of $15 million (including $9 million of
non-recurring early retirement expenses) and $17 million for the years ended December 31, 2002 and 2003, respectively.

In addition to the plan, the Company participates in CenterPoint Energy�s non-qualified pension plan, which allows participants to retain the
benefits to which they would have been entitled under the non-contributory pension plan except for federally mandated limits on these benefits
or on the level of salary on which these benefits may be calculated. The expense associated with the non-qualified pension plan was less than $1
million in 2001, 2002 and 2003.

(c) Savings Plan

The Company participates in CenterPoint Energy�s qualified savings plan, which includes a cash or deferred arrangement under Section 401(k) of
the Internal Revenue Code of 1986, as amended. Under the plan, participating employees may contribute a portion of their compensation, on a
pre-tax or after-tax basis, generally up to a maximum of 16% of compensation. CenterPoint Energy matches 75% of the first 6% of each
employee�s compensation contributed. CenterPoint Energy may contribute an additional discretionary match of up to 50% of the first 6% of each
employee�s compensation contributed. These matching contributions are fully vested at all times. A substantial portion of the matching
contribution is initially invested in CenterPoint Energy common stock. CenterPoint Energy allocates to the Company the savings plan benefit
expense related to the Company�s employees.

Savings plan benefit expense was $6 million, $9 million and $7 million for the years ended December 31, 2001, 2002 and 2003, respectively.

(d) Postretirement Benefits

The Company�s employees participate in CenterPoint Energy�s plan which provides certain healthcare and life insurance benefits for retired
employees on a contributory and non-contributory basis. Employees become eligible for these benefits if they have met certain age and service
requirements at retirement, as defined in the plans. Under plan amendments effective in early 1999, healthcare benefits for future retirees were
changed to limit employer contributions for medical coverage. Such benefit costs are accrued over the active service period of employees. The
Company funds all of its obligations on a pay-as-you-go basis.

On January 12, 2004, the FASB issued FAS 106-1. In accordance with FSP FAS 106-1, the Company�s postretirement benefits obligations and
net periodic postretirement benefit cost in the financial statements and accompanying notes do not reflect the effects of the legislation. Specific
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authoritative guidance on the accounting for the legislation is pending and that guidance, when issued, may require the Company to change
previously reported information.

E-54

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 425



Table of Contents

TEXAS GENCO HOLDINGS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

The net postretirement benefit cost includes the following components:

Year Ended

December 31,

2001 2002 2003

(In millions)
Service cost�benefits earned during the period $ 1 $ 1 $ 1
Interest cost on projected benefit obligation 6 3 3
Expected return on plan assets (4) (1) (2)
Net amortization 4 1 2
Benefit enhancement �  3 �  

Net postretirement benefit cost $ 7 $ 7 $ 4

The Company used the following assumptions to determine net postretirement benefit costs:

Year Ended

December 31,

2001 2002 2003

Discount rate 7.50% 7.25% 6.75%
Expected return on plan assets 10.0% 9.5% 9.0%

In determining net periodic benefit costs, the Company uses fair value, as of the beginning of the year, as its basis for determining expected
return on plan assets.
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The following table displays the change in the benefit obligation, the fair value of plan assets and amounts included in the Company�s
Consolidated Balance Sheets as of December 31, 2002 and 2003 for the Company�s postretirement benefit plans:

December 31,

2002 2003

(In millions)
Change in Benefit Obligation
Accumulated benefit obligation, beginning of year $ 89 $ 41
Service cost 1 1
Interest cost 3 3
Benefits paid �  (2)
Participant contributions �  1
Plan amendments 3 (1)
Transfer to affiliate (52) �  
Actuarial (gain) loss (3) 1

Accumulated benefit obligation, end of year $ 41 $ 44

Change in Plan Assets
Plan assets, beginning of year $ 37 $ 15
Benefits paid �  (2)
Employer contributions 1 1
Participant contributions �  1
Transfer to affiliate (22) �  
Actual investment return (1) 3

Plan assets, end of year $ 15 $ 18

Reconciliation of Funded Status
Funded status $ (26) $ (26)
Unrecognized transition obligation 8 7
Unrecognized prior service cost 13 11
Unrecognized actuarial loss (5) (5)

Net amount recognized at end of year $ (10) $ (13)

Amounts Recognized in Balance Sheets
Benefit obligations $ (10) $ (13)

Net amount recognized at end of year $ (10) $ (13)
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December 31,

2002 2003

(In millions)
Actuarial Assumptions
Discount rate 6.75% 6.25%
Expected long-term rate of return on assets 9.0% 8.5%
Healthcare cost trend rate assumed for the next year 11.25% 10.50%
Rate to which the cost trend rate is assumed to decline (ultimate trend rate) 5.5% 5.5%
Year that the rate reaches the ultimate trend rate 2011 2011
Measurement date used to determine plan obligations and assets December 31,

2002
December 31,

2003
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Assumed healthcare cost trend rates have a significant effect on the reported amounts for the Company�s postretirement benefit plans. However,
the effects of a 1% change in the assumed healthcare cost trend rate would change obligations and the total of service and interest costs by less
than $1 million.

The following table displays the weighted average asset allocations as of December 31, 2002 and 2003 for the Company�s postretirement benefit
plan:

December 31,

2002 2003

Domestic equity securities 35% 41%
International equity securities 8 9
Debt securities 54 48
Cash 3 2

Total 100% 100%

In managing the investments associated with the postretirement benefit plan, the Company�s objective is to preserve and enhance the value of
plan assets while maintaining an acceptable level of volatility. These objectives are expected to be achieved through an investment strategy,
which manages liquidity requirements while maintaining a long-term horizon in making investment decisions and efficient and effective
management of plan assets.

As part of the investment strategy discussed above, the Company has adopted and maintains the following asset allocation targets for its
postretirement benefit plan:

Domestic equity securities 27-37%
International equity securities 5-15%
Debt securities 53-63%
Cash 0-2%

The expected rate of return assumption was developed by reviewing the targeted asset allocations and historical index performance of the
applicable asset classes over a 15-year period, adjusted for investment fees and diversification effects.
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The Company expects to contribute $1 million to its postretirement benefits plan in 2004.

(e) Postemployment Benefits

The Company participates in CenterPoint Energy�s plan which provides postemployment benefits for former or inactive employees, their
beneficiaries and covered dependents, after employment but before retirement (primarily healthcare and life insurance benefits for participants in
the long-term disability plan). Postemployment benefits costs were less than $1 million for 2001 and 2002 and totaled $1 million for 2003.

(f) Other Non-Qualified Plans

The Company participates in CenterPoint Energy�s non-qualified deferred compensation plans that provide benefits payable to directors, officers
and certain key employees or their designated beneficiaries at specified future dates, upon termination, retirement or death. Benefit payments are
made from the general assets of the Company. During 2001, 2002 and 2003, benefit expense relating to these programs was less than $1 million
each year. Included in �Benefit Obligations� in the accompanying Consolidated Balance Sheets at both December 31, 2002 and 2003 was $4
million of liabilities relating to the deferred compensation plans.
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(g) Other Employee Matters

As of December 31, 2003, the Company employed 1,511 people. Of these employees, 1,030 were covered by a collective bargaining agreement
with the International Brotherhood of Electrical Workers Local 66 that expired in September 2003. The Company�s bargaining unit employees
have continued to work without interruption and the Company has not had any work interruptions since 1976. The Company continues to have a
good relationship with the bargaining unit and is actively negotiating to obtain a new agreement in 2004.

(7) Income Taxes

The Company�s current and deferred components of income tax expense (benefit) were as follows:

Year Ended

December 31,

2001 2002 2003

(In millions)
Current
Federal $ 91 $ (24) $ 73
State 25 �  �  

Total current 116 (24) 73

Deferred
Federal (42) (39) (2)
State �  �  �  

Income tax expense (benefit) $ 74 $ (63) $ 71

A reconciliation of the federal statutory income tax rate to the effective income tax rate is as follows:

Year Ended December 31,
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2001 2002 2003

(In millions)
Income (loss) before income taxes $ 202 $ (156) $ 223
Federal statutory rate 35% 35% 35%

Income tax expense (benefit) at statutory rate 71 (55) 78

Increase (decrease) in tax resulting from:
State income taxes, net of federal income tax benefit 16 �  �  
Amortization of investment tax credit (13) (8) (7)
Excess deferred taxes (4) �  �  
Other, net 4 �  �  

Total 3 (8) (7)

Income tax expense (benefit) $ 74 $ (63) $ 71

Effective Rate 36.5% 40.3% 32.0%
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The Company�s tax effects of temporary differences between the carrying amounts of assets and liabilities in the financial statements and their
respective tax bases were as follows:

December 31,

2002 2003

(In millions)
Deferred tax assets:
Non-current:
Employee benefits $ 4 $ 11
Environmental reserves 14 2
Other 4 4

Total non-current deferred tax assets 22 17

Deferred tax liabilities:
Non-current:
Depreciation 829 853
Other 6 9

Total non-current deferred tax liabilities 835 862

Accumulated deferred income taxes, net $ 813 $ 845

The Company is included in the consolidated income tax returns of CenterPoint Energy. CenterPoint Energy�s consolidated federal income tax
returns have been audited and settled through the 1996 tax year. The 1997 through 2000 consolidated federal income tax returns are currently
under audit.

(8) Commitments and Contingencies

(a) Fuel and Purchased Power Commitments

Fuel commitments include several long-term coal, lignite and natural gas contracts, which have various quantity requirements and durations that
are not classified as non-trading derivatives assets and liabilities in the Company�s Consolidated Balance Sheets as of December 31, 2003 as
these contracts meet the SFAS No. 133 exception to be classified as normal purchases contracts or do not meet the definition of a derivative.
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Minimum payment obligations related to coal and transportation agreements and lignite mining and lease agreements that extend through 2012
are approximately $309 million in 2004, $251 million in 2005, $256 million in 2006, $248 million in 2007 and $162 million in 2008. Purchase
commitments related to purchased power are not material to the Company�s operations. As of December 31, 2003, the pricing provisions in some
of these contracts were above market.

(b) Lease Commitments

The following table sets forth information concerning the Company�s obligations under non-cancelable long-term operating leases at December
31, 2003, which primarily consist of rental agreements for building space, data processing equipment and vehicles, including major work
equipment (in millions).

2004 $ 11
2005 11
2006 10
2007 10
2008 10
2009 and beyond 47

Total $ 99
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Total lease expense for all operating leases was $10 million, $11 million and $11 million during 2001, 2002 and 2003, respectively.

(c) Environmental, Legal and Other

Clean Air Standards. The Texas electric restructuring law and regulations adopted by the Texas Commission on Environmental Quality (TCEQ)
in 2001 require substantial reductions in emission of oxides of nitrogen (NOx) from electric generating units. The Company is currently
installing cost-effective controls at its generating plants to comply with these requirements. Through December 31, 2003, the Company has
invested $664 million for NOx emission control, and plans to make expenditures of up to approximately $131 million through 2007. Further
revisions to these NOx standards may result from the TCEQ�s future rules, expected by 2007, implementing more stringent federal eight-hour
ozone standards.

Asbestos. The Company has been named, along with numerous others, as a defendant in several lawsuits filed by a large number of individuals
who claim injury due to exposure to asbestos while working at sites along the Texas Gulf Coast. Most of these claimants have been workers who
participated in construction of various industrial facilities, including power plants, and some of the claimants have worked at locations owned by
the Company. The Company anticipates that additional claims like those received may be asserted in the future and intends to continue
vigorously contesting claims which it does not consider to have merit.

Nuclear Insurance. The Company and the other owners of the South Texas Project maintain nuclear property and nuclear liability insurance
coverage as required by law and periodically review available limits and coverage for additional protection. The owners of the South Texas
Project currently maintain $2.75 billion in property damage insurance coverage, which is above the legally required minimum, but is less than
the total amount of insurance currently available for such losses.

Under the Price Anderson Act, the maximum liability to the public of owners of nuclear power plants was $10.6 billion as of December 31,
2003. Owners are required under the Price Anderson Act to insure their liability for nuclear incidents and protective evacuations. The Company
and the other owners currently maintain the required nuclear liability insurance and participate in the industry retrospective rating plan under
which the owners of the South Texas Project are subject to maximum retrospective assessments in the aggregate per incident of up to $100.6
million per reactor. The owners are jointly and severally liable at a rate not to exceed $10 million per incident per year. In addition, the security
procedures at this facility have been enhanced to provide additional protection against terrorist attacks.

There can be no assurance that all potential losses or liabilities associated with the South Texas Project will be insurable, or that the amount of
insurance will be sufficient to cover them. Any substantial losses not covered by insurance would have a material effect on the Company�s
financial condition, results of operations and cash flows.
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Nuclear Decommissioning. CenterPoint Houston contributed $14.8 million in 2001 to trusts established to fund the Company�s share of the
decommissioning costs for the South Texas Project. CenterPoint Houston contributed $2.9 million in 2002 and 2003 to these trusts. There are
various investment restrictions imposed upon the Company by the Texas Utility Commission and the United States Nuclear Regulatory
Commission (NRC) relating to the Company�s nuclear decommissioning trusts. The Company and CenterPoint Energy have each appointed two
members to the Nuclear Decommissioning Trust Investment Committee which establishes the investment policy of the trusts and oversees the
investment of the trusts� assets. The securities held by the trusts for decommissioning costs had an estimated fair value of $189 million as of
December 31, 2003, of which
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approximately 37% were fixed-rate debt securities and the remaining 63% were equity securities. In July 1999, an outside consultant estimated
the Company�s portion of decommissioning costs to be approximately $363 million. While the funding levels currently exceed minimum NRC
requirements, no assurance can be given that the amounts held in trust will be adequate to cover the actual decommissioning costs of the South
Texas Project. Such costs may vary because of changes in the assumed date of decommissioning and changes in regulatory requirements,
technology and costs of labor, materials and equipment. Pursuant to the Texas electric restructuring law, costs associated with nuclear
decommissioning that have not been recovered as of January 1, 2002, will continue to be subject to cost-of-service rate regulation and will be
included in a charge to transmission and distribution customers.

Joint Operating Agreement with City of San Antonio. The Company has a joint operating agreement with the City Public Service Board of San
Antonio to share savings from the joint dispatching of each party�s generating assets. Dispatching the two generating systems jointly results in
savings of fuel and related expenses due to a more efficient utilization of each party�s lowest cost resources. The two parties currently share
equally the savings resulting from joint dispatch. The agreement terminates in 2009.

(9) Unaudited Quarterly Data

Summarized quarterly financial data is as follows:

Year Ended December 31, 2002

First

Quarter

Second

Quarter

Third

Quarter

Fourth

Quarter

(In millions, except per share data)
Revenues $ 326 $ 414 $ 526 $ 275
Operating income (loss) (52) (29) 7 (59)
Net income (loss) (35) (18) 3 (43)
Basic and diluted earnings per share $ (0.43) $ (0.23) $ 0.04 $ (0.54)

Year Ended December 31, 2003

First

Quarter

Second

Quarter

Third

Quarter

Fourth

Quarter

(In millions, except per share data)
Revenues $ 359 $ 578 $ 657 $ 408
Operating income (loss) (17) 50 125 64
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Income (loss) before cumulative effect of accounting change (11) 33 82 47
Cumulative effect of accounting change, net of tax 99 �  �  �  
Net income 88 33 82 47
Basic and diluted earnings per share:
Income (loss) before cumulative effect of accounting change $ (0.14) $ 0.42 $ 1.03 $ 0.58
Cumulative effect of accounting change, net of tax 1.24 �  �  �  

Net income $ 1.10 $ 0.42 $ 1.03 $ 0.58

(10) Subsequent Event

On February 5, 2004, the Company�s board of directors declared a quarterly cash dividend of $0.25 per share of common stock payable on March
19, 2004 to shareholders of record as of the close of business on February 26, 2004.
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INDEPENDENT AUDITORS� REPORT

To the Board of Directors and Shareholders of Texas Genco Holdings, Inc.:

We have audited the accompanying consolidated balance sheets of Texas Genco Holdings, Inc., (the Company), as of December 31, 2002 and
2003, and the related statements of consolidated operations, cash flows and capitalization and shareholders� equity for each of the three years in
the period ended December 31, 2003. These financial statements are the responsibility of the Company�s management. Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
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 the Company at December
31, 2002 and 2003, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2003 in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2(j) to the consolidated financial statements, on January 1, 2003, the Company recorded asset retirement obligations to
conform to Statement of Financial Accounting Standards No. 143, �Accounting for Asset Retirement Obligations.�

DELOITTE & TOUCHE LLP

Houston, Texas

March 12, 2004
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

In accordance with Exchange Act Rules 13a-15 and 15d-15, we carried out an evaluation, under the supervision and with the participation of
management, including our principal executive officer and principal financial officer, of the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this report. Based on that evaluation, our principal executive officer and principal financial
officer concluded that our disclosure controls and procedures were effective as of December 31, 2003 to provide assurance that information
required to be disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the Securities and Exchange Commission�s rules and forms.

There has been no change in our internal controls over financial reporting that occurred during the three months ended December 31, 2003 that
has materially affected, or is reasonably likely to materially affect, our internal controls over financial reporting.

PART III

Item 10. Directors and Executive Officers.

The information called for by Item 10, to the extent not set forth in �Executive Officers� in Item 1 of this Form 10-K, is or will be set forth in the
definitive proxy statement relating to Texas Genco�s 2004 annual meeting of shareholders pursuant to SEC Regulation 14A. Such definitive
proxy statement relates to a meeting of shareholders involving the election of directors and the portions thereof called for by Item 10 are
incorporated herein by reference pursuant to Instruction G to Form 10-K.

Item 11. Executive Compensation.

The information called for by Item 11 is or will be set forth in the definitive proxy statement relating to Texas Genco�s 2004 annual meeting of
shareholders pursuant to SEC Regulation 14A. Such definitive proxy statement relates to a meeting of shareholders involving the election of
directors and the portions thereof called for by Item 11 are incorporated herein by reference pursuant to Instruction G to Form 10-K.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.
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The information called for by Item 12 is or will be set forth in the definitive proxy statement relating to Texas Genco�s 2004 annual meeting of
shareholders pursuant to SEC Regulation 14A. Such definitive proxy statement relates to a meeting of shareholders involving the election of
directors and the portions thereof called for by Item 12 are incorporated herein by reference pursuant to Instruction G to Form 10-K.

Item 13. Certain Relationships and Related Transactions.

The information called for by Item 13 is or will be set forth in the definitive proxy statement relating to Texas Genco�s 2004 annual meeting of
shareholders pursuant to SEC Regulation 14A. Such definitive proxy statement relates to a meeting of shareholders involving the election of
directors and the portions thereof called for by Item 13 are incorporated herein by reference pursuant to Instruction G to Form 10-K.

Item 14. Principal Accountant Fees and Services.

The information called for by Item 14 is or will be set forth in the definitive proxy statement relating to Texas Genco�s 2004 annual meeting of
shareholders pursuant to SEC Regulation 14A. Such definitive proxy statement relates to a meeting of shareholders involving the election of
directors and the portions thereof called for by Item 14 are incorporated herein by reference pursuant to Instruction G to Form 10-K.
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PART IV

Item 15. Exhibits, Financial Statement Schedules and Reports on Form 8-K.

(a)(1) Financial Statements.

Statements of Consolidated Operations for the Three Years Ended December 31, 2003 E-42
Consolidated Balance Sheets at December 31, 2002 and 2003 E-43
Statements of Consolidated Cash Flows for the Three Years Ended December 31, 2003 E-44
Statements of Consolidated Capitalization and Shareholders� Equity for the Three Years Ended December 31, 2003 E-45
Notes to Consolidated Financial Statements E-46
Independent Auditors� Report E-62

(a)(2) Financial Statement Schedules for the Three Years Ended December 31, 2003

The following schedules are omitted because of the absence of the conditions under which they are required or because the required information
is included in the financial statements:

I, II, III, IV and V.

(a)(3) Exhibits

See Index of Exhibits on page E-66.

(b) Reports on Form 8-K

On October 21, 2003, we filed a Current Report on Form 8-K dated October 21, 2003 in which we furnished information under Item 12 of that
form relating to our third quarter 2003 earnings.

On December 12, 2003, we filed a Current Report on Form 8-K dated December 11, 2003 in which we announced that on December 9, 2003,
one of three standby diesel generators at Unit 2 of the South Texas Project nuclear facility experienced a failure during a routine monthly
surveillance test.
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On January 29, 2004, we filed a Current Report on Form 8-K dated January 23, 2004 in which we announced that Reliant Resources, Inc. had
notified CenterPoint Energy that it would not exercise its option to purchase CenterPoint Energy�s 81% interest in Texas Genco Holdings, Inc.

On February 12, 2004, we filed a Current Report on Form 8-K dated February 12, 2004 in which we furnished information under Item 12 of that
form relating to our fourth quarter and full year 2003 earnings.

On March 3, 2004, we filed a Current Report on Form 8-K dated March 3, 2004 to furnish under Item 9 of that form a slide presentation we
expect will be presented to various members of the financial and investment community from time to time.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Houston, the State of Texas, on the 12th day of March, 2004.

TEXAS GENCO HOLDINGS, INC.
                    (Registrant)

By: /S/    DAVID G. TEES        

David G. Tees
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities indicated on March 12, 2004.

Signature Title

/S/    DAVID G. TEES        

(David G. Tees)

President, Chief Executive Officer and Director (Principal
Executive Officer)

/S/    GARY L. WHITLOCK        

(Gary L. Whitlock)

Executive Vice President, Chief Financial Officer and Director
(Principal Financial Officer)

/S/    JAMES S. BRIAN        

(James S. Brian)

Senior Vice President and Chief Accounting Officer (Principal
Accounting Officer)

/S/    J. EVANS ATTWELL        

(J. Evans Attwell)

Director

/S/    DONALD R. CAMPBELL        

(Donald R. Campbell)

Director

/S/    ROBERT J. CRUIKSHANK        

(Robert J. Cruikshank)

Director

/S/    PATRICIA A. HEMINGWAY HALL        

(Patricia A. Hemingway Hall)

Director
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/S/    DAVID M. MCCLANAHAN        

(David M. McClanahan)

Director

/S/    SCOTT E. ROZZELL        

(Scott E. Rozzell)

Director
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TEXAS GENCO HOLDINGS, INC.

EXHIBITS TO THE ANNUAL REPORT ON FORM 10-K

For Fiscal Year Ended December 31, 2003

INDEX OF EXHIBITS

Exhibits not incorporated by reference to a prior filing are designated by a cross (�); all exhibits not so designated are incorporated herein by
reference to a prior filing as indicated.

Exhibit

Number Description Report or Registration Statement

SEC File

or

Registration

Number

Exhibit

Reference

  3.1 � Amended and Restated Articles of Incorporation Texas Genco Holdings, Inc.�s (�Texas Genco�)
Form 10-K for the year ended December 31,
2002

1-31449 3.1

  3.2 � Amended and Restated Bylaws Texas Genco�s Form 10-K for the year ended
December 31, 2002

1-31449 3.2

  4.1 � Specimen Stock Certificate Texas Genco�s registration statement on Form
10

1-31449 4.1

10.1 � Separation Agreement between CenterPoint
Energy, Inc. (�CenterPoint Energy�) and Texas
Genco effective as of August 31, 2002

Texas Genco�s Form 10-K for the year ended
December 31, 2002

1-31449 10.1

10.2 � Texas Genco Option Agreement CenterPoint Energy Houston Electric, LLC�s
(formerly Reliant Energy, Incorporated) (�REI�)
quarterly report on Form 10-Q for the quarter
ended March 31, 2001

1-3187 10.4

10.3 � Transition Services Agreement between
CenterPoint Energy and Texas Genco effective as
of August 31, 2002

Texas Genco�s Form 10-K for the year ended
December 31, 2002

1-31449 10.3

10.4 � Technical Services Agreement CenterPoint Houston�s quarterly report on Form
10-Q for the quarter ended March 31, 2001

001-31449 10.3

10.5 � Tax Allocation Agreement between CenterPoint
Energy and Texas Genco effective as of August
31, 2002

Texas Genco�s Form 10-K for the year ended
December 31, 2002

1-31449 10.5

10.6(a) � Executive Benefit Plan of CenterPoint and First
and Second Amendments thereto effective as of
June 1, 1982, July 1, 1984 and May 7, 1986,
respectively

Houston Industries Incorporated�s (�HI�) Form
10-Q for the quarter ended March 31, 1987

1-7629 10(a)(1),
(a)(2) and

(a)(3)
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10.6(b) � Third Amendment to Exhibit 10.6(a) dated
September 17, 1999

REI�s Form 10-K for the year ended December
31, 2000

1-3187 10(a)(2)
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Exhibit

Number Description Report or Registration Statement

SEC File

or

Registration

Number

Exhibit

Reference

10.7(a) � Executive Life Insurance Plan of CenterPoint
effective as of January 1, 1994

HI�s Form 10-K for the year ended December
31, 1993

1-7629 10(q)

10.7(b) � First Amendment to Exhibit 10.7(a) effective as of
January 1, 1994

HI�s Form 10-Q for the quarter ended June 30,
1995

1-7629 10

10.7(c) � Second Amendment to Exhibit 10.7(a) effective as
of August 6, 1997

REI�s Form 10-K for the year ended December
31, 1997

1-3187 10(s)(3)

10.8(a) � Long-Term Incentive Compensation Plan of
CenterPoint effective as of January 1, 1989

HI�s Form 10-Q for the quarter ended June 30,
1989

1-7629 10(c)

10.8(b) � First Amendment to Exhibit 10.8(a) effective as of
January 1, 1990

HI�s Form 10-K for the year ended December
31, 1989

1-7629 10(f)(2)

10.8(c) � Second Amendment to Exhibit 10.8(a) effective as
of December 22, 1992

HI�s Form 10-K for the year ended December
31, 1992

1-7629 10(u)(3)

10.8(d) � Third Amendment to Exhibit 10.8(a) effective as
of August 6, 1997

REI�s Form 10-K for the year ended December
31, 1997

1-3187 10(m)(4)

10.9 � Retention Agreement effective October 15, 2001
between REI and David G. Tees

REI�s Form 10-K for the year ended December
31, 2001

1-3187 10(jj)

10.10(a) � Deferred Compensation Plan of CenterPoint
effective as of January 1, 1991

HI�s Form 10-K for the year ended December
31, 1990

1-7629 10(d)(3)

10.10(b) � First Amendment to Exhibit 10.10(a) effective as
of January 1, 1991

HI�s Form 10-K for the year ended December
31, 1991

1-7629 10(j)(2)

10.10(c) � Second Amendment to Exhibit 10.10(a) effective
as of March 30, 1992

HI�s Form 10-Q for the quarter ended March 31,
1992

1-7629 10(g)

10.10(d) � Third Amendment to Exhibit 10.10(a) effective as
of June 2, 1993

HI�s Form 10-K for the year ended December
31, 1993

1-7629 10(j)(4)

10.10(e) � Fourth Amendment to Exhibit 10.10(a) effective
as of December 1, 1993

HI�s Form 10-K for the year ended December
31, 1993

1-7629 10(j)(5)

10.10(f) � Fifth Amendment to Exhibit 10.10(a) effective as
of September 7, 1994

HI�s Form 10-K for the year ended December
31, 1994

1-7629 10(j)(6)
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Exhibit

Number Description Report or Registration Statement

SEC File

or

Registration

Number

Exhibit

Reference

10.10(g) � Sixth Amendment to Exhibit 10.10(a) effective
as of August 1, 1995

HI�s Form 10-Q for the quarter ended June 30,
1995

1-7629 10(b)

10.10(h) � Seventh Amendment to Exhibit 10.10(a)
effective as of December 1, 1995

HI�s Form 10-Q for the quarter ended June 30,
1996

1-7629 10(d)

10.10(i) � Eighth Amendment to Exhibit 10.10(a) effective
as of January 1, 1997

HI�s Form 10-Q for the quarter ended June 30,
1997

1-7629 10(d)

10.10(j) � Ninth Amendment to Exhibit 10.10(a) effective
in part August 6, 1997, in part October 1, 1997
and in part January 1, 1998

REI�s Form 10-K for the year ended December
31, 1997

1-3187 10(1)(10)

10.10(k) � Tenth Amendment to Exhibit 10.10(a) effective
as of September 3, 1997

REI�s Form 10-K for the year ended December
31, 1997

1-3187

10.11 � Assignment and Assumption Agreement for the
Technical Services Agreement entered into as of
August 31, 2002, by and between Texas Genco,
LP and REI

Texas Genco�s registration statement on Form
10

1-31449 10.11

10.12 � Undertaking to Comply with Certain Provisions
of Option Agreement entered into as of August
31, 2002 by Texas Genco

Texas Genco�s registration statement on Form
10

1-31449 10.12

10.13 � Amendment No. 1 to Texas Genco Option
Agreement dated February 21, 2003

Texas Genco�s Form 10-K for the year ended
December 31, 2002

1-31449 10.13

10.14 � $75,000,000 revolving credit facility dated as of
December 23, 2003 among Texas Genco, LP and
the banks named therein

CenterPoint Energy Inc.�s (�CNP�) Form 10-K
for the year ended December 31, 2003

1-31447 10(pp)(1)

10.15 � First mortgage indenture, dated as of December
23, 2003 among Texas Genco, LP and JPMorgan
Chase Bank, as trustee

CNP�s Form 10-K for the year ended
December 31, 2003

1-31447 10(pp)(2)

10.16 � First supplemental indenture to Exhibit 10.15
dated as of December 23, 2003

CNP�s Form 10-K for the year ended
December 31, 2003

1-31447 10(pp)(3)

10.17 � Pledge Agreement, dated as of October 7, 2003,
executed in connection with Credit Agreement,
dated as of October 7, 2003, among CenterPoint
Energy and the banks named therein

CNP�s Form 10-Q for the quarter ended
September 30, 2003

1-31447 10.9
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Exhibit

Number Description Report or Registration Statement

SEC File

or

Registration

Number

Exhibit

Reference

10.18 � CenterPoint Energy 1985 Deferred
Compensation Plan, as amended and restated
effective January 1, 2003

CNP�s Form 10-Q for the quarter ended
September 30, 2003

1-31447 10.1

10.19 � CenterPoint Energy Deferred Compensation
Plan, as amended and restated effective January
1, 2003

CNP�s Form 10-Q for the quarter ended
September 30, 2003

1-31447 10.2

10.20 � CenterPoint Energy Short Term Incentive Plan,
as amended and restated effective January 1,
2003

CNP�s Form 10-Q for the quarter ended
September 30, 2003

1-31447 10.3

10.21 � CenterPoint Energy Executive Benefits Plan, as
amended and restated effective January 1, 2003

CNP�s Form 10-Q for the quarter ended
September 30, 2003

1-31447 10.4

10.22 � CenterPoint Energy Executive Life Insurance
Plan, as amended and restated effective June
18, 2003

CNP�s Form 10-Q for the quarter ended
September 30, 2003

1-31447 10.5

10.23 � Texas Genco Holdings, Inc. Performance Unit
Plan effective January 1, 2003

Texas Genco�s Form 10-Q for the quarter
ended September 30, 2003

1-31449 10.7

21.1 � Subsidiaries of Texas Genco Texas Genco�s registration statement on Form
10

1-31449 21.1

�31.1 � Rule 13a-14(a)/15d-14(a) Certification of
David G. Tees

�31.2 � Rule 13a-14(a)/15d-14(a) Certification of Gary
L. Whitlock

�32.1 � Section 1350 Certification of David G. Tees

�32.2 � Section 1350 Certification of Gary L. Whitlock
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Appendix F

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2004

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM                      TO                     .

Commission file number 1-31449

TEXAS GENCO HOLDINGS, INC.
(Exact name of registrant as specified in its charter)
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Texas 76-0695920
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

1111 Louisiana

Houston, Texas 77002 (713) 207-1111
(Address and zip code of principal executive offices) (Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).     Yes  x    No  ¨

As of May 1, 2004, Texas Genco Holdings, Inc., (Texas Genco) had 80,000,000 shares of common stock outstanding, including 64,764,240
shares which were held by Utility Holding, LLC, a wholly owned subsidiary of CenterPoint Energy, Inc.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

From time to time we make statements concerning our expectations, beliefs, plans, objectives, goals, strategies, future events or performance and
underlying assumptions and other statements that are not historical facts. These statements are �forward-looking statements� within the meaning of
the Private Securities Litigation Reform Act of 1995. Actual results may differ materially from those expressed or implied by these statements.
You can generally identify our forward-looking statements by the words �anticipate,� �believe,� �continue,� �could,� �estimate,� �expect,� �forecast,� �goal,�
�intend,� �may,� �objective,� �plan,� �potential,� �predict,� �projection,� �should,� �will,� or other similar words.

We have based our forward-looking statements on our management�s beliefs and assumptions based on information available to our management
at the time the statements are made. We caution you that assumptions, beliefs, expectations, intentions and projections about future events may
and often do vary materially from actual results. Therefore, we cannot assure you that actual results will not differ materially from those
expressed or implied by our forward-looking statements.

The following are some of the factors that could cause actual results to differ materially from those expressed or implied in our forward-looking
statements:

� state and federal legislative and regulatory actions or developments, including deregulation, re-regulation and restructuring of the
Electric Reliability Council of Texas (ERCOT) market; and changes in, or application of, environmental or other laws or regulations
to which we are subject;

� the timing and extent of changes in commodity prices, particularly natural gas;

� the effects of competition, including the extent and timing of the entry of additional competitors in the ERCOT market;

� the results of our capacity auctions;

� weather variations and other natural phenomena;

� commercial bank and financial market conditions, and our access to capital and credit;

� non-payment of our services due to financial distress of our customers, including Reliant Energy, Inc. (formerly named Reliant
Resources, Inc.) (RRI); and

� other factors we discuss in �Risk Factors� beginning on page 18 of the Texas Genco Holdings, Inc. Annual Report on Form 10-K for the
year ended December 31, 2003.

Additional risk factors are described in other documents we file with the Securities and Exchange Commission.
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You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as of the date of the particular
statement.

F-ii

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 455



Table of Contents

PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED INCOME

(Thousands of Dollars, Except Per Share Amounts)

(Unaudited)

Three Months Ended
March 31,

2003 2004

Revenues $ 358,587 $ 439,129

Expenses:
Fuel costs 207,989 186,315
Purchased power 11,994 8,270
Operation and maintenance 105,350 101,327
Depreciation and amortization 39,079 40,369
Taxes other than income taxes 11,291 12,256

Total 375,703 348,537

Operating Income (Loss) (17,116) 90,592
Other Income 200 388
Interest Expense (2,803) (26)

Income (Loss) Before Income Taxes and Cumulative Effect of Accounting Change (19,719) 90,954
Income Tax Benefit (Expense) 8,837 (30,062)

Income (Loss) Before Cumulative Effect of Accounting Change (10,882) 60,892
Cumulative Effect of Accounting Change, net of tax 98,910 �  

Net Income $ 88,028 $ 60,892

Basic and Diluted Earnings Per Share:
Income (Loss) Before Cumulative Effect of Accounting Change $ (0.14) $ 0.76
Cumulative Effect of Accounting Change, net of tax 1.24 �  

Net Income $ 1.10 $ 0.76
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TEXAS GENCO HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS

(Thousands of Dollars)

(Unaudited)

December 31,
2003

March 31,

2004

ASSETS
Current Assets:
Cash $ 33 $ 309
Short-term investments 44,525 �  
Short-term note receivable�affiliated companies, net �  52,155
Customer accounts receivable 78,122 62,257
Accounts receivable, other 3,716 3,231
Materials and supplies 92,409 88,631
Fuel stock 77,283 80,219
Prepaid expenses and other current assets 2,304 3,427

Total current assets 298,392 290,229

Property, Plant and Equipment:
Property, plant and equipment 9,834,904 9,858,770
Less accumulated depreciation and amortization (5,709,309) (5,757,149)

Property, plant and equipment, net 4,125,595 4,101,621

Other Assets:
Nuclear decommissioning trust 189,182 201,310
Other 26,462 26,198

Total other assets 215,644 227,508

Total Assets $ 4,639,631 $ 4,619,358

LIABILITIES AND SHAREHOLDERS� EQUITY

Current Liabilities:
Accounts payable�affiliated companies, net $ 7,802 $ 4,175
Accounts payable, fuel 68,747 74,656
Accounts payable, other 40,165 34,235
Taxes and interest accrued 107,605 51,315
Deferred capacity auction revenue 86,853 82,318
Other 17,579 16,289

Total current liabilities 328,751 262,988
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Other Liabilities:
Accumulated deferred income taxes, net 844,545 838,717
Unamortized investment tax credit 150,533 147,649
Nuclear decommissioning reserve 187,997 190,394
Benefit obligations 18,399 19,804
Accrued reclamation costs 6,000 6,110
Other 70,245 79,643

Total other liabilities 1,277,719 1,282,317

Commitments and Contingencies (Note 4)

Shareholders� Equity:
Common stock (80,000,000 shares outstanding at December 31, 2003 and March 31, 2004, respectively) 1 1
Additional paid-in capital 2,917,444 2,917,444
Retained earnings 115,716 156,608

Total shareholders� equity 3,033,161 3,074,053

Total Liabilities and Shareholders� Equity $ 4,639,631 $ 4,619,358

See Notes to the Company�s Interim Financial Statements
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TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED CASH FLOWS

(Thousands of Dollars)

(Unaudited)

Three Months Ended
March 31,

2003 2004

Cash Flows from Operating Activities:
Net income $ 88,028 $ 60,892
Cumulative effect of accounting change (98,910) �  

Income (loss) before cumulative effect of accounting change (10,882) 60,892
Adjustments to reconcile income (loss) before cumulative effect of accounting change to net cash provided by
(used in) operating activities:
Depreciation and amortization 39,079 40,369
Fuel-related amortization 6,535 6,916
Amortization of deferred financing costs �  274
Deferred income taxes (4,971) (3,342)
Investment tax credit (3,037) (2,884)
Changes in other assets and liabilities:
Accounts receivable (8,512) 16,350
Taxes receivable (830) �  
Inventory (15,226) 842
Accounts payable 9,750 (21)
Accounts payable, affiliate (10,989) (3,627)
Taxes and interest accrued (29,563) (56,290)
Accrued reclamation costs 3,805 110
Benefit obligations 338 1,405
Deferred revenue from capacity auctions (1,877) (4,535)
Other current assets 1,319 (1,123)
Other current liabilities (6,229) (1,290)
Other long-term assets 808 (164)
Other long-term liabilities (6,448) (2,819)

Net cash provided by (used in) operating activities (36,930) 51,063

Cash Flows from Investing Activities:
Capital expenditures and other (44,340) (23,051)
Increase in note receivable, affiliate �  (52,155)

Net cash used in investing activities (44,340) (75,206)

Cash Flows from Financing Activities:
Payment of common stock dividends (20,000) (20,000)
Debt issuance costs �  (106)
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Increase in short-term notes payables, affiliate 102,099 �  

Net cash provided by (used in) financing activities 82,099 (20,106)

Net Increase (Decrease) in Cash and Cash Equivalents 829 (44,249)
Cash and Cash Equivalents at Beginning of Period 578 44,558

Cash and Cash Equivalents at End of Period $ 1,407 $ 309

Supplemental Disclosure of Cash Flow Information:
Cash Payments:
Interest $ 2,099 $ 436
Income taxes �  7,056

See Notes to the Company�s Interim Financial Statements

F-3

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 461



Table of Contents

TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(1) Background and Basis of Presentation

General. Included in this Quarterly Report on Form 10-Q (Form 10-Q) of Texas Genco Holdings, Inc. (Texas Genco or the Company) are the
Company�s consolidated interim financial statements and notes (Interim Financial Statements) including its wholly owned subsidiaries. The
Interim Financial Statements are unaudited, omit certain financial statement disclosures and should be read with the Annual Report on Form
10-K of Texas Genco for the year ended December 31, 2003 (Texas Genco Form 10-K).

Background. The Company is an 81% owned subsidiary of CenterPoint Energy, Inc. (CenterPoint Energy). CenterPoint Energy is subject to
regulation by the Securities and Exchange Commission (SEC) as a �registered holding company� under the Public Utility Holding Company Act
of 1935, as amended (1935 Act). In October 2003, the Federal Energy Regulatory Commission (FERC) granted exempt wholesale generator
status to Texas Genco, LP, the Company�s wholly owned subsidiary that owns and operates its electric generating plants. As a result, the
Company is exempt from substantially all provisions of the 1935 Act as long as Texas Genco, LP remains an exempt wholesale generator. SEC
approval would be required, however, for CenterPoint Energy to issue and sell securities for the purpose of funding the Company�s operations, or
for CenterPoint Energy to guarantee the Company�s securities. Also, SEC policy precludes the Company from borrowing from CenterPoint
Energy�s utility subsidiaries.

Basis of Presentation. The Interim Financial Statements include the operations of Texas Genco Holdings, Inc. and its subsidiaries, which
manage and operate the Company�s electric generation operations.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (GAAP)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

The Company�s Interim Financial Statements reflect all normal recurring adjustments that are, in the opinion of management, necessary to
present fairly the financial position and results of operations for the respective periods. Amounts reported in the Company�s Statements of
Consolidated Income are not necessarily indicative of amounts expected for a full-year period due to the effects of, among other things, (a)
seasonal variations in energy consumption, (b) timing of maintenance and other expenditures and (c) acquisitions and dispositions of assets and
other interests.

Note 2(f) (Long-Lived Assets and Intangibles) and Note 8 (Commitments and Contingencies) to the consolidated annual financial statements
included in the Texas Genco Form 10-K relate to certain contingencies. These notes, as updated herein, are incorporated herein by reference.
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For information regarding certain environmental matters and legal proceedings, see Note 4 to the Interim Financial Statements.

(2) New Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. (FIN) 46 �Consolidation of Variable Interest
Entities, an Interpretation of Accounting Research Bulletin No. 51� (FIN 46). FIN 46 requires certain variable interest entities to be consolidated
by the primary beneficiary of the entity if the equity investors in the entity do not have the characteristics of a controlling financial interest or do
not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial support
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

from other parties. On December 24, 2003, the FASB issued a revision to FIN 46 (FIN 46-R). For special-purpose entities (SPE�s) created before
February 1, 2003, the Company applied the provisions of FIN 46 or FIN 46-R as of December 31, 2003. The revised FIN 46-R is effective for all
other entities for financial periods ending after March 15, 2004. The Company evaluated two purchase power contracts with qualifying facilities
as defined in the Public Utility Regulatory Policies Act of 1978 and concluded that it was not required to consolidate the entities that own the
qualifying facilities.

On December 23, 2003, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 132 (Revised 2003), �Employer�s Disclosures
about Pensions and Other Postretirement Benefits� (SFAS No. 132 (R)) which increases the existing disclosure requirements by requiring more
details about pension plan assets, benefit obligations, cash flows, benefit costs and related information. Companies are required to segregate plan
assets by category, such as debt, equity and real estate, and to provide certain expected rates of return and other informational disclosures. SFAS
No. 132 (R) also requires companies to disclose various elements of pension and postretirement benefit costs in interim-period financial
statements for quarters beginning after December 15, 2003. The Company has adopted the disclosure requirements of SFAS No. 132 (R) in Note
5 to these Interim Financial Statements.

In December 2003, Congress passed the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the Act) which will become
effective in 2006. The Act contains incentives for the Company, if it continues to provide prescription drug benefits for its retirees, through the
provision of a non-taxable reimbursement to the Company of specified costs. The Company has many different alternatives available under the
Act, and, until clarifying regulations are issued with respect to the Act, the Company is unable to determine the financial impact the Act will
have on the Company. On January 12, 2004, the FASB issued FASB Staff Position (FSP) FAS 106-1, �Accounting and Disclosure Requirements
Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (FAS 106-1).� In accordance with FSP FAS 106-1, the
Company�s postretirement benefits obligations and net periodic postretirement benefit cost in the financial statements and accompanying notes
do not reflect the effects of the legislation. Specific authoritative guidance on the accounting for the legislation is pending, and that guidance,
when issued, may require the Company to change previously reported information.

(3) Related Party Transactions and Major Customers

As of December 31, 2003 and March 31, 2004, the Company had net accounts payable to affiliates of $8 million and $4 million, respectively.

As of March 31, 2004, the Company had short-term notes receivable from affiliates of $52 million, which represented funds invested in
CenterPoint Energy�s money pool for unregulated subsidiaries.

During the three months ended March 31, 2003 and 2004, the sales and services by the Company to Reliant Energy, Inc., (formerly named
Reliant Resources, Inc.) (RRI) and its subsidiaries totaled $244 million and $254 million, respectively. During the three months ended March 31,
2003 and 2004, there were no sales and services by the Company to CenterPoint Energy and its affiliates. During the three months ended March
31, 2003 and 2004, the sales and services by the Company to another major customer, totaled $38 million and $83 million, respectively.
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During the three months ended March 31, 2003 and 2004, purchases of natural gas by the Company from CenterPoint Energy and its affiliates
were $5 million and $6 million, respectively.
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

CenterPoint Energy provides some corporate services to the Company. The costs of services have been directly charged to the Company using
methods that management believes are reasonable. These methods include negotiated usage rates, dedicated asset assignment, and proportionate
corporate formulas based on assets, operating expenses and employees. These charges are not necessarily indicative of what would have been
incurred had the Company not been an affiliate. Amounts charged to the Company for these services were $10 million and $6 million for the
three months ended March 31, 2003 and 2004, respectively, and are included primarily in operation and maintenance expenses.

(4) Commitments and Contingencies

Clean Air Standards. The 1999 Texas Electric Choice Law (Texas electric restructuring law) and regulations adopted by the Texas Commission
on Environmental Quality (TCEQ) in 2001 require substantial reductions in emission of oxides of nitrogen (NOx) from electric generating units.
The Company is currently installing cost-effective controls at its generating plants to comply with these requirements. Through March 31, 2004,
the Company has invested $679 million for NOx emission control, and plans to make additional expenditures of up to approximately $116
million during the remainder of 2004 through 2007. Further revisions to these NOx requirements may result from the EPA�s ongoing review of
these TCEQ rules and from the TCEQ�s future rules, expected by 2007, implementing more stringent federal eight-hour ozone standards.

Asbestos. The Company has been named, along with numerous others, as a defendant in several lawsuits filed by a large number of individuals
who claim injury due to exposure to asbestos while working at sites along the Texas Gulf Coast. Most of these claimants have been workers who
participated in construction of various industrial facilities, including power plants, and some of the claimants have worked at locations owned by
the Company. The Company anticipates that additional claims like those received may be asserted in the future and intends to continue
vigorously contesting claims which it does not consider to have merit.

Texas Antitrust Action. In July 2003, Texas Commercial Energy filed a lawsuit against Reliant Energy, Incorporated (Reliant Energy), RRI,
Reliant Electric Solutions, LLC, several other RRI subsidiaries and a number of other participants in the Electric Reliability Council of Texas
(ERCOT) power market in federal court in Corpus Christi, Texas. The plaintiff, a retail electricity provider in the Texas market served by
ERCOT, alleges that the defendants conspired to illegally fix and artificially increase the price of electricity in violation of state and federal
antitrust laws and committed fraud and negligent misrepresentation. The lawsuit seeks damages in excess of $500 million, exemplary damages,
treble damages, interest, costs of suit and attorneys� fees. In February 2004, this complaint was amended to add CenterPoint Energy and
CenterPoint Energy Houston Electric, LLC (CenterPoint Houston), as successors to Reliant Energy, and Texas Genco, LP as defendants. The
plaintiff�s principal allegations have previously been investigated by the Texas Utility Commission and found to be without merit. CenterPoint
Energy and the Company believe the plaintiff�s allegations are without merit and will seek their dismissal.

Nuclear Insurance. The Company and the other owners of the South Texas Project maintain nuclear property and nuclear liability insurance
coverage as required by law and periodically review available limits and coverage for additional protection. The owners of the South Texas
Project currently maintain $2.75 billion in property damage insurance coverage, which is above the legally required minimum, but is less than
the total amount of insurance currently available for such losses.
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Under the Price Anderson Act, the maximum liability to the public of owners of nuclear power plants was $10.8 billion as of March 31, 2004.
Owners are required under the Price Anderson Act to insure their liability for nuclear incidents and protective evacuations. The Company and
the other owners currently maintain the required
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

nuclear liability insurance and participate in the industry retrospective rating plan under which the owners of the South Texas Project are subject
to maximum retrospective assessments in the aggregate per incident of up to $100.6 million per reactor. The owners are jointly and severally
liable at a rate not to exceed $10 million per incident per year.

There can be no assurance that all potential losses or liabilities associated with the South Texas Project will be insurable, or that the amount of
insurance will be sufficient to cover them. Any substantial losses not covered by insurance would have a material effect on the Company�s
financial condition, results of operations and cash flows.

Nuclear Decommissioning. CenterPoint Houston contributed $2.9 million in 2003 to trusts established to fund the Company�s share of the
decommissioning costs for the South Texas Project, and expects to contribute $2.9 million in 2004. There are various investment restrictions
imposed upon the Company by the Public Utility Commission of Texas and the United States Nuclear Regulatory Commission (NRC) relating
to the Company�s nuclear decommissioning trusts. The Company and CenterPoint Energy have each appointed two members to the Nuclear
Decommissioning Trust Investment Committee which establishes the investment policy of the trusts and oversees the investment of the trusts�
assets. The securities held by the trusts for decommissioning costs had an estimated fair value of $201 million as of March 31, 2004, of which
approximately 36% were fixed-rate debt securities and the remaining 64% were equity securities. In July 1999, an outside consultant estimated
the Company�s portion of decommissioning costs to be approximately $363 million. While the funding levels currently exceed minimum NRC
requirements, no assurance can be given that the amounts held in trust will be adequate to cover the actual decommissioning costs of the South
Texas Project. Such costs may vary because of changes in the assumed date of decommissioning and changes in regulatory requirements,
technology and costs of labor, materials and equipment. Pursuant to the Texas electric restructuring law, costs associated with nuclear
decommissioning that have not been recovered as of January 1, 2002, will continue to be subject to cost-of-service rate regulation and will be
included in a charge to transmission and distribution customers of CenterPoint Houston or its successor.

Joint Operating Agreement with City of San Antonio. The Company has a joint operating agreement with the City Public Service Board of San
Antonio to share savings from the joint dispatching of each party�s generating assets. Dispatching the two generating systems jointly results in
savings of fuel and related expenses due to a more efficient utilization of each party�s lowest cost resources. The two parties currently share
equally the savings resulting from joint dispatch. The agreement terminates in 2009.

(5) Employee Benefit Plans

The Company�s employees participate in CenterPoint Energy�s postretirement benefit plan. Net periodic cost in each of the three month periods
ended March 31, 2003 and 2004 was $1 million. The Company previously disclosed in its financial statements for the year ended December 31,
2003, that it expected to contribute $1 million to its postretirement benefits plan in 2004. As of March 31, 2004, $0.3 million has been
contributed.
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Item 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in combination with the Company�s Interim Financial Statements and notes contained in
this Form 10-Q.

OVERVIEW

We are a wholesale electric power generating company that owns 60 generating units at 11 electric power generation facilities located in Texas.
We also own a 30.8% interest in the South Texas Project Electric Generating Station (South Texas Project), a nuclear generating station with
two 1,250 megawatt (MW) nuclear generating units. As of March 31, 2004, the aggregate net generating capacity of our portfolio of assets was
14,153 megawatts (MW), of which 2,988 MW of gas-fired capacity was then mothballed. In May 2004, 403 MW will return to service. The
remaining 2,585 MW of gas-fired capacity that is currently mothballed will remain mothballed through April 2005. We sell electric generation
capacity, energy and ancillary services in the Electric Reliability Council of Texas (ERCOT) market, which is the largest power market in the
State of Texas and encompasses the majority of the population centers in the State of Texas. ERCOT facilitates reliable grid operations for
approximately 85% of the demand for power in the state.

We are an 81% owned subsidiary of CenterPoint Energy, Inc. (CenterPoint Energy). CenterPoint Energy has expressed its intention to monetize
its 81% interest in us in 2004 and has engaged a financial advisor to assist it in that pursuit. CenterPoint Energy is a registered public utility
holding company under the Public Utility Holding Company Act of 1935, as amended (1935 Act). The 1935 Act and related rules and
regulations impose a number of restrictions on the activities of CenterPoint Energy and its subsidiaries. In October 2003, the Federal Energy
Regulatory Commission (FERC) granted exempt wholesale generator (EWG) status to Texas Genco, LP, our wholly owned subsidiary that owns
and operates our electric generating plants. As a result, we are exempt from substantially all provisions of the 1935 Act. We will remain exempt
for so long as Texas Genco, LP remains an EWG. Securities and Exchange Commission (SEC) approval would be required, however, for
CenterPoint Energy to issue and sell securities for the purpose of funding our operations, or for CenterPoint Energy to guarantee our securities.
Also, SEC policy precludes us from borrowing from CenterPoint Energy�s utility subsidiaries.

EXECUTIVE SUMMARY

1st Quarter 2004 Highlights

In the first quarter of 2004, we reported net income of $61 million ($0.76 per diluted share) as compared to a loss of $11 million ($0.14 per
diluted share) in the first quarter of 2003 before the cumulative effect of an accounting change. The improvement was primarily related to higher
capacity revenue for base-load products driven by continued high natural gas prices. Operation and maintenance expenses decreased due to a
reduction in planned and unplanned outages in the first quarter of 2004 compared to the first quarter of 2003. Net income for the first quarter of
2003 included a $99 million after-tax ($152 million pre-tax) non-cash gain ($1.24 per diluted share) from the adoption of Statement of Financial
Accounting Standards (SFAS) No. 143, �Accounting for Asset Retirement Obligations� (SFAS No. 143) as further discussed below under
��Consolidated Results of Operations.�

2004 Outlook
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In our capacity auctions held through March 2004, we have sold forward approximately 94% of our available base-load capacity for 2004,
representing over $830 million of capacity revenue under contract. In
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addition, we have sold gas-fired and non-firm base-load capacity bringing the total 2004 contracted capacity revenues to over $1.03 billion. In
total, we have now sold 87% of our total available capacity for 2004. Available base-load capacity is defined as our total base-load capacity less
planned outages and less 750 megawatts of operating reserves. For 2005, we have sold forward approximately 66% of our available base-load
capacity, which represents over $560 million of contracted base-load capacity revenue. In addition, we have sold non-firm base-load capacity
bringing the total 2005 contracted capacity revenues to over $620 million. In May and July 2004, we plan to conduct additional auctions in
which we will offer the remaining portion of our 2004 available capacity and additional 2005 available capacity. Studies are underway to
determine longer-term strategies, including selling capacity through contractual agreements as well as auctions and evaluating financial hedging
policies. In addition to capacity sales, we have sold approximately $10 million of surplus emission allowances, including $4 million sold in the
first quarter of 2004, and will evaluate future sales as opportunities develop. Financial performance in 2004 and beyond is highly dependent on
continued strong wholesale electricity prices, as well as the operating performance of our base-load generating units.

In December 2003, one of the three auxiliary standby diesel generators for Unit 2 at the South Texas Project failed during a routine test. The
Nuclear Regulatory Commission allowed continued operation of Unit 2 while repairs to the generator were made. Repairs were completed and
the generator was successfully tested and returned to service during the refueling outage which ended in late April. Also during the outage, an
inspection of the Unit 2 reactor vessel bottom found no evidence of leaks as were found and repaired on Unit 1 in 2003.

In March 2004, AEP Central Texas Company (AEP), one of our co-owners in the South Texas Project, notified us that it has received an offer by
a third party to purchase its entire 25.2 percent ownership interest in the South Texas Project for $332.6 million, subject to certain adjustments at
closing. Under the terms of the agreements among the owners of the South Texas Project, we and each of the other two co-owners have the right
to purchase AEP�s interest for the cash price offered by the third party. To exercise the right of first refusal, we must give notice to AEP within
three months of their notice to us. If more than one owner elects to purchase all or a portion of the interest being sold, the interest will be
prorated among the owners seeking to purchase AEP�s interest in proportion to their ownership interests in the South Texas Project. We are
currently evaluating the offer received, but have not made a decision whether to exercise our rights.
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CONSOLIDATED RESULTS OF OPERATIONS

The following table sets forth our consolidated results of operations for the three months ended March 31, 2003 and 2004, followed by a
discussion of our consolidated results of operations.

Three Months Ended
March 31,

2003 2004

(in thousands, except per
share and MWH data)

Revenues $ 358,587 $ 439,129

Expenses:
Fuel costs 207,989 186,315
Purchased power 11,994 8,270
Operation and maintenance 105,350 101,327
Depreciation and amortization 39,079 40,369
Taxes other than income taxes 11,291 12,256

Total 375,703 348,537

Operating Income (Loss) (17,116) 90,592
Other Income 200 388
Interest Expense (2,803) (26)

Income (Loss) Before Income Taxes and Cumulative Effect of Accounting Change (19,719) 90,954
Income Tax Benefit (Expense) 8,837 (30,062)

Income (Loss) Before Cumulative Effect of Accounting Change (10,882) 60,892
Cumulative Effect of Accounting Change, net of tax 98,910 �  

Net Income $ 88,028 $ 60,892

Basic and Diluted Earnings Per Share:
Income (Loss) Before Cumulative Effect of Accounting Change $ (0.14) $ 0.76
Cumulative Effect of Accounting Change, net of tax 1.24 �  

Net Income $ 1.10 $ 0.76

Sales (MWH) 9,276,344 10,720,778
Generation (MWH) 8,994,753 10,149,190

Three months ended March 31, 2004 compared to three months ended March 31, 2003
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In the first quarter of 2004, we reported net income of $61 million ($0.76 per diluted share) as compared to a loss of $11 million ($0.14 per
diluted share) in the first quarter of 2003 before the cumulative effect of an accounting change. Revenues increased $80 million in the first
quarter of 2004 as compared to the same period in 2003 due to higher capacity revenue for base-load products driven by continued high natural
gas prices. Most of these base-load products were sold in capacity auctions held when natural gas prices were higher than when we sold our
capacity for 2003. Additionally, the sale of surplus air emission allowances contributed $4 million to the increase in revenues. Fuel and
purchased power costs declined $25 million in the first quarter of 2004 as compared to the same period in 2003 reflecting the increase in
availability of our lower-cost base-load units in 2004, lower gas prices in 2004 and lower demand for gas-fired generation products. Operation
and maintenance expenses decreased $4 million primarily due to a reduction in planned and unplanned outages in the first quarter of 2004 as
compared to the same period in 2003.
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In connection with the adoption of SFAS No. 143, we completed an assessment of the applicability and implications of SFAS No. 143. As a
result of the assessment, we identified retirement obligations for nuclear decommissioning at the South Texas Project and for lignite mine
operations at the Jewett mine supplying the Limestone electric generation facility. The net difference between the amounts determined under
SFAS No. 143 and the previous method of accounting for estimated mine reclamation costs was $37 million and has been recorded as a
cumulative effect of accounting change. Upon adoption of SFAS No. 143, we reversed $115 million of previously recognized removal costs as a
cumulative effect of accounting change. The first quarter 2003 results include a $99 million after-tax ($152 million pre-tax) non-cash gain ($1.24
per diluted share) from the adoption of SFAS No. 143.

RELATED PARTY TRANSACTIONS

We have entered into a number of agreements with CenterPoint Energy that govern our interim and ongoing relationships with CenterPoint
Energy, including providing various interim services to us. Pursuant to the requirements of the 1935 Act, CenterPoint Energy has formed a
service company through which these services are delivered. For information regarding our agreements and other relationships with CenterPoint
Energy, please read Note 3 to our Interim Financial Statements and �Management�s Discussion and Analysis of Financial Condition and Results
of Operations�Related Party Transactions� in the Texas Genco Form 10-K.

CERTAIN FACTORS AFFECTING FUTURE EARNINGS

For information on other developments, factors and trends that may have an impact on our future earnings, please read �Management�s Discussion
and Analysis of Financial Condition and Results of Operations� Certain Factors Affecting Future Earnings� in Item 7 of Part II of the Texas Genco
Form 10-K and �Risk Factors� in Item 1 of Part I of the Texas Genco Form 10-K, each of which is incorporated herein by reference.

LIQUIDITY AND CAPITAL RESOURCES

Historical Cash Flows

The net cash provided by/used in our operating, investing and financing activities for the three months ended March 31, 2003 and 2004 is as
follows (in millions):

Three Months
Ended

March 31,

2003 2004

Cash provided by (used in):
Operating activities $ (37) $ 51
Investing activities (44) (75)
Financing activities 82 (20)
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Cash Provided by Operating Activities

Net cash provided by operating activities increased $88 million for the three months ended March 31, 2004 as compared to the same period in
2003 primarily as a result of higher capacity auction prices, which were driven by continued high natural gas prices.
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Cash Used in Investing Activities

Net cash used in investing activities increased $31 million for the three months ended March 31, 2004 as compared to the same period in 2003.
Capital expenditures decreased $21 million primarily related to a reduction in NOx emissions control expenditures. Notes receivable from
affiliates increased $52 million due to funds invested in CenterPoint Energy�s money pool for unregulated subsidiaries as of March 31, 2004.

Cash Provided by Financing Activities

Cash provided by financing activities decreased $102 million for the three months ended March 31, 2004 as compared to the same period in
2003. We had borrowed this amount from CenterPoint Energy in the first quarter of 2003.

Future Sources and Uses of Cash

Our liquidity and capital requirements will be affected by our:

� capital requirements related to environmental compliance and other projects;

� dividend policy;

� debt service requirements; and

� working capital requirements.

As of March 31, 2004, we had investments of $52 million in CenterPoint Energy�s money pool for unregulated subsidiaries.

In December 2003, Texas Genco, LP, one of our subsidiaries, entered into a 364-day $75 million bank credit facility with a seven-bank
syndicate. Proceeds from the revolving credit facility will be used to meet ongoing working capital requirements and for general corporate
purposes. Borrowings under the facility may be made at the London interbank offered rate (LIBOR) plus 150 basis points. The facility is secured
by a series of first mortgage bonds in an aggregate principal amount of $75 million under a First Mortgage Indenture (the Mortgage) dated
December 23, 2003 between JPMorgan Chase Bank, as trustee, and Texas Genco, LP. All of our real and tangible properties, subject to certain
exclusions, are currently subject to the lien of the Mortgage. Under the terms of the facility, if CenterPoint Energy ceases to own, directly or
indirectly, at least a 50% voting and economic interest in Texas Genco, LP, an event of default will occur and any borrowings thereunder may
become immediately due and payable. We believe that our cash flows from operations and our external borrowing capability will be sufficient to
meet the operational needs of our business for the next twelve months. As of March 31, 2004, there were no borrowings outstanding under the
revolving credit facility.
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CenterPoint Energy�s $2.3 billion bank facility limits our incurrence of indebtedness for borrowed money to an aggregate principal amount not to
exceed $250 million outstanding at any time and requires that proceeds from the sale of any material portion of our assets, proportionate to
CenterPoint Energy�s ownership interest in us and subject to certain other requirements, be used to prepay indebtedness under such credit facility.
Our new credit facility also limits our incurrence of additional secured indebtedness for borrowed money to a maximum of $175 million
aggregate principal amount. Although we are not contractually bound by the limitations in CenterPoint Energy�s bank facility, we expect that
CenterPoint Energy would likely cause its representatives on our board of directors to direct our business so as not to breach the terms of its
facility.

Cash Flows From Operations�Reliant Energy, Inc. (formerly named Reliant Resources, Inc. (RRI)) as a Significant Customer. To date, we have
sold a substantial portion of our auctioned capacity entitlements to subsidiaries of RRI. Pursuant to a Master Power Purchase and Sale
Agreement with a subsidiary of RRI related to power sales in the ERCOT market, we have been granted a security interest in accounts
receivable and/or
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notes associated with the accounts receivable of certain subsidiaries of RRI to secure up to $250 million in purchase obligations. For more
information regarding the impact that RRI�s financial condition may have on our cash flows, please read �Our Business�Risk Factors � in Item 1 of
the Texas Genco Form 10-K.

Intercompany Borrowings. As a result of Texas Genco, LP�s certification by the FERC as an EWG under the 1935 Act, CenterPoint Energy has
established a money pool in which we, CenterPoint Energy and certain other unregulated subsidiaries of CenterPoint Energy can participate.
Except in an emergency situation (in which CenterPoint Energy could provide funding pursuant to applicable SEC rules), CenterPoint Energy
would be required to obtain approval from the SEC to issue and sell securities for purposes of funding our operations or for CenterPoint Energy
to guarantee any of our securities. There is no assurance that CenterPoint Energy will have sufficient funds to meet our cash needs.

Pension Plan. As discussed in Note 6(b) to the consolidated annual financial statements included in the Texas Genco Form 10-K (Texas Genco
Notes), we participate in CenterPoint Energy�s qualified non-contributory pension plan covering substantially all employees. Pension expense for
2004 is estimated to be $12 million based on an expected return on plan assets of 9.0% and a discount rate of 6.25% as of December 31, 2003.
Future changes in plan asset returns, assumed discount rates and various other factors related to the pension will impact our future pension
expense and liabilities. We cannot predict with certainty what these factors will be in the future. Additionally, we expect that a separate pension
plan will be established for us in 2005. If this occurs, we will receive an allocation of assets from the CenterPoint Energy pension plan pursuant
to rules and regulations under the Employee Retirement Income Security Act of 1974 and record our pension obligations in accordance with
SFAS No. 87, �Employer�s Accounting for Pensions�. It is anticipated that a plan established for us will be under-funded and that such
under-funding could be significant. Changes in interest rates and the market values of the securities held by the CenterPoint Energy pension plan
during 2004 could materially, positively or negatively, change the funding status of a plan established for us.

OFF-BALANCE SHEET FINANCING

Other than operating leases, we have no off-balance sheet financing arrangements.

CRITICAL ACCOUNTING POLICIES

A critical accounting policy is one that is both important to the presentation of our financial condition and results of operations and requires
management to make difficult, subjective or complex accounting estimates. An accounting estimate is an approximation made by management
of a financial statement element, item or account in the financial statements. Accounting estimates in our historical consolidated financial
statements measure the effects of past business transactions or events, or the present status of an asset or liability. The accounting estimates
described below require us to make assumptions about matters that are highly uncertain at the time the estimate is made. Additionally, different
estimates that we could have used or changes in an accounting estimate that are reasonably likely to occur could have a material impact on the
presentation of our financial condition or results of operations. The circumstances that make these judgments difficult, subjective and/or
complex have to do with the need to make estimates about the effect of matters that are inherently uncertain. Estimates and assumptions about
future events and their effects cannot be predicted with certainty. We base our estimates on historical experience and on various other
assumptions that we believe are reasonable under the circumstances, the results of which form the basis for making judgments. These estimates
may change as new events occur, as more experience is acquired, as additional information is obtained and as our operating environment
changes. Our significant accounting policies are discussed in Note 2 of the Texas Genco Notes. We believe the following accounting policy
involves the application of critical accounting estimates. Accordingly, these accounting estimates have been reviewed and discussed with the
audit committee of the board of directors.
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Impairment of Long-Lived Assets

We review the carrying value of our long-lived assets, including identifiable intangibles, whenever events or changes in circumstances indicate
that such carrying values may not be recoverable. Unforeseen events and changes in circumstances and market conditions and material
differences in the value of long-lived assets and intangibles due to changes in estimates of future cash flows, regulatory matters and operating
costs could negatively affect the fair value of our assets and result in an impairment charge.

Fair value is the amount at which the asset could be bought or sold in a current transaction between willing parties and may be estimated using a
number of techniques, including quoted market prices or valuations by third parties, present value techniques based on estimates of cash flows,
or multiples of earnings or revenue performance measures. The fair value of the asset could be different using different estimates and
assumptions in these valuation techniques. Changes in any of these assumptions could result in an impairment charge.

The fair value of our assets could be materially affected by a change in the estimated future cash flows for these assets. We estimate future cash
flows using a probability-weighted approach based on the fair value of our common stock, operating projections and estimates of how long we
will retain these assets.

NEW ACCOUNTING PRONOUNCEMENTS

See Note 2 to the Interim Financial Statements for a discussion of new accounting pronouncements that affect us.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

As discussed in Note 4 to the Interim Financial Statements, CenterPoint Energy Houston Electric, LLC (CenterPoint Houston) contributed $2.9
million in 2003 to trusts established to fund our share of the decommissioning costs for the South Texas Project. The securities held by the trusts
for decommissioning costs had an estimated fair value of $201 million as of March 31, 2004, of which approximately 36% were debt securities
that subject us to risk of loss of fair value with movements in market interest rates. If interest rates were to increase by 10% from their levels at
March 31, 2004, the fair value of the fixed-rate debt securities would decrease by approximately $1 million.

Equity Market Value Risk

As discussed above under ��Interest Rate Risk,� CenterPoint Houston contributes to trusts established to fund our share of the decommissioning
costs for the South Texas Project, which held debt (36%) and equity (64%) securities as of March 31, 2004. The equity securities expose us to
losses in fair value. If the market prices of the individual equity securities were to decrease by 10% from their levels at March 31, 2004, the
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resulting loss in fair value of these securities would be approximately $13 million.

Commodity Price Risk

Our gross margins (revenues less fuel and purchase power costs) are dependent upon the market price for power in the ERCOT market. Our
gross margins are primarily derived from the sale of capacity entitlements associated with our large, solid fuel base-load generating units,
including our Limestone and W.A. Parish facilities and our interest in the South Texas Project. The gross margins generated from payments
associated with the capacity of these units are directly impacted by natural gas prices. Since the fuel costs for our base-load units are largely
fixed under long-term contracts, they are generally not subject to significant daily and monthly
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fluctuations. However, the market price for power in the ERCOT market is directly affected by the price of natural gas. Because natural gas is
the marginal fuel of facilities serving the ERCOT market during most hours, its price has a significant influence on the price of electric power.
As a result, the price customers are willing to pay for entitlements to our solid fuel base-load capacity generally rises and falls with natural gas
prices.

Item 4. CONTROLS AND PROCEDURES

In accordance with Exchange Act Rules 13a-15 and 15d-15, we carried out an evaluation, under the supervision and with the participation of
management, including our principal executive officer and principal financial officer, of the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this report. Based on that evaluation, our principal executive officer and principal financial
officer concluded that our disclosure controls and procedures were effective as of March 31, 2004 to provide assurance that information required
to be disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission�s rules and forms.

There has been no change in our internal controls over financial reporting that occurred during the three months ended March 31, 2004 that has
materially affected, or is reasonably likely to materially affect, our internal controls over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

We are, from time to time, a party to litigation arising in the normal course of our business, most of which involves contract disputes or claims
for personal injury and property damage incurred in connection with our operations. For a description of a number of lawsuits involving claims
of asbestos exposure at properties owned by us, please read �Our Business�Environmental Matters�Asbestos� in Item 1 of the Texas Genco Form
10-K, which is incorporated herein by reference. For a description of a lawsuit involving alleged violations of state and federal antitrust laws,
please read �Texas Antitrust Action� in Note 4 to our Interim Financial Statements, which is incorporated herein by reference.

Item 6. Exhibits and Reports on Form 8-K

(a)Exhibits.

The following exhibits are filed herewith:

Exhibits not incorporated by reference to a prior filing are designated by a cross (+); all exhibits not so designated are incorporated by reference
to a prior filing as indicated.

Exhibit

Number Description Report or Registration Statement

SEC File

or

Registration

Number

Exhibit

Reference

3.1 � Amended and Restated Articles of
Incorporation

Texas Genco Holdings, Inc.�s (�Texas Genco�)
Form 10-K for the

1-31449 3.1

year ended December 31, 2002
3.2 � Amended and Restated Bylaws Texas Genco�s Form 10-K for the 1-31449 3.2

year ended December 31, 2002
4.1 � Specimen Stock Certificate Texas Genco�s registration statement on

Form 10
1-31449 4.1

+31.1 � Rule 13a-14(a)/15d-14(a) Certification of David
G. Tees

+31.2 � Rule 13a-14(a)/15d-14(a) Certification of Gary
L. Whitlock

+32.1 � Section 1350 Certification of David G. Tees
+32.2 � Section 1350 Certification of Gary L. Whitlock
+99.1 � Items incorporated by reference from the Texas

Genco Form 10-K: �Risk Factors� in Item 1, �Our
Business�Environmental Matters�Asbestos� in
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Item 1, �Management�s Discussion and Analysis
of Financial Condition and Results of
Operations�Certain Factors Affecting Future
Earnings� in Item 7, and Notes 2(f) and 8 to the
Texas Genco Notes

F-16

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 484



Table of Contents

(b)Reports on Form 8-K.

On January 29, 2004, we filed a Current Report on Form 8-K dated January 23, 2004 in which we disclosed that Reliant Energy, Inc. (formerly
named Reliant Resources, Inc.) had notified CenterPoint Energy that it would not exercise its option to purchase CenterPoint Energy�s 81%
interest in Texas Genco Holdings, Inc.

On February 12, 2004, we filed a Current Report on Form 8-K dated February 12, 2004 in which we reported certain fourth quarter and full year
2003 earnings information and furnished a press release under Item 12 of that form.

On March 3, 2004, we filed a Current Report on Form 8-K dated March 3, 2004 to furnish under Item 9 of that form a slide presentation we
expect will be presented to various members of the financial and investment community from time to time.

On April 1, 2004, we filed a Current Report on Form 8-K dated April 1, 2004 to furnish under Item 9 of that form a slide presentation we expect
will be presented to various members of the financial and investment community from time to time.

On April 22, 2004, we filed a Current Report on Form 8-K dated April 22, 2004, in which we reported certain first quarter 2004 earnings
information and furnished a press release under Item 12 of that form.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

TEXAS GENCO HOLDINGS, INC.

By: /S/    JAMES S. BRIAN        

James S. Brian

Senior Vice President and Chief Accounting Officer

Date: May 7, 2004
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Appendix G

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2004

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM                  TO                 .

Commission file number 1-31449

TEXAS GENCO HOLDINGS, INC.
(Exact name of registrant as specified in its charter)
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Texas 76-0695920
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

1111 Louisiana

Houston, Texas 77002 (713) 207-1111
(Address and zip code of principal executive offices) (Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x     No ¨

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act). Yes x     No ¨

As of August 1, 2004, Texas Genco Holdings, Inc., (Texas Genco) had 80,000,000 shares of common stock outstanding, including 64,764,240
shares which were held by Utility Holding, LLC, a wholly owned subsidiary of CenterPoint Energy, Inc.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

From time to time, we make statements concerning our expectations, beliefs, plans, objectives, goals, strategies, future events or performance
and underlying assumptions and other statements that are not historical facts. These statements are �forward-looking statements� within the
meaning of the Private Securities Litigation Reform Act of 1995. Actual results may differ materially from those expressed or implied by these
statements. You can generally identify our forward-looking statements by the words �anticipate,� �believe,� �continue,� �could,� �estimate,� �expect,�
�forecast,� �goal,� �intend,� �may,� �objective,� �plan,� �potential,� �predict,� �projection,� �should,� �will,� or other similar words.

We have based our forward-looking statements on our management�s beliefs and assumptions based on information available to our management
at the time the statements are made. We caution you that assumptions, beliefs, expectations, intentions and projections about future events may
and often do vary materially from actual results. Therefore, we cannot assure you that actual results will not differ materially from those
expressed or implied by our forward-looking statements.

The following are some of the factors that could cause actual results to differ materially from those expressed or implied in our forward-looking
statements:

� state and federal legislative and regulatory actions or developments, including deregulation, re-regulation and restructuring of the
Electric Reliability Council of Texas (ERCOT) market; and changes in, or application of, environmental or other laws or regulations
to which we are subject;

� the timing and extent of changes in commodity prices, particularly natural gas;

� the effects of competition, including the extent and timing of the entry of additional competitors in the ERCOT market;

� the results of our capacity auctions;

� weather variations and other natural phenomena;

� commercial bank and financial market conditions, and our access to capital and credit;

� non-payment of our services due to financial distress of our customers, including Reliant Energy, Inc. (formerly named Reliant
Resources, Inc.) (RRI);

� the successful consummation and timing of the sale of the company to GC Power Acquisition LLC pursuant to the definitive
agreement described under �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Recent
Events�Definitive Agreement for the Sale of the Company� in Item 2 of this Quarterly Report on Form 10-Q;

� nonperformance by the counterparty to the master power purchase and sale agreement our subsidiary, Texas Genco, LP, entered into
in connection with the execution of the definitive agreement for the sale of the company to GC Power Acquisition LLC; and

Edgar Filing: TEXAS GENCO HOLDINGS INC - Form PRER14C

Table of Contents 490



� other factors we discuss in �Risk Factors� beginning on page 18 of the Texas Genco Holdings, Inc. Annual Report on Form 10-K for the
year ended December 31, 2003.

Additional risk factors are described in other documents we file with the Securities and Exchange Commission.

You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as of the date of the particular
statement.
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PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED INCOME

(Thousands of Dollars, Except Per Share Amounts)

(Unaudited)

Three Months Ended
June 30,

Six Months Ended
June 30,

2003 2004 2003 2004

Revenues $ 578,511 $ 552,718 $ 937,098 $ 991,847

Expenses:
Fuel costs 349,318 263,992 557,307 450,307
Purchased power 22,974 18,098 34,968 26,368
Operation and maintenance 105,301 98,872 210,651 200,199
Depreciation and amortization 39,391 40,607 78,470 80,976
Taxes other than income taxes 11,483 12,122 22,774 24,378

Total 528,467 433,691 904,170 782,228

Operating Income 50,044 119,027 32,928 209,619
Other Income 1,089 1,667 1,289 2,055
Interest Expense, net (2,822) (114) (5,625) (140)

Income Before Income Taxes and Cumulative Effect of Accounting Change 48,311 120,580 28,592 211,534
Income Tax Expense (15,018) (40,464) (6,181) (70,526)

Income Before Cumulative Effect of Accounting Change 33,293 80,116 22,411 141,008
Cumulative Effect of Accounting Change, net of tax �  �  98,910 �  

Net Income $ 33,293 $ 80,116 $ 121,321 $ 141,008

Basic and Diluted Earnings Per Share:
Income Before Cumulative Effect of Accounting Change $ 0.42 $ 1.00 $ 0.28 $ 1.76
Cumulative Effect of Accounting Change, net of tax �  �  1.24 �  

Net Income $ 0.42 $ 1.00 $ 1.52 $ 1.76
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See Notes to the Company�s Interim Financial Statements
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TEXAS GENCO HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS

(Thousands of Dollars)

(Unaudited)

December
31, June 30,

2003 2004

ASSETS
Current Assets:
Cash $ 33 $ 38
Short-term investments 44,525 184,522
Short-term note receivable � affiliated companies, net �  1,283
Customer accounts receivable 78,122 103,139
Accounts receivable, other 3,716 2,486
Materials and supplies 92,409 91,569
Fuel stock 77,283 76,315
Prepaid expenses and other current assets 2,304 3,484

Total current assets 298,392 462,836

Property, Plant and Equipment:
Property, plant and equipment 9,834,904 9,899,135
Less accumulated depreciation and amortization (5,709,309) (5,804,711)

Property, plant and equipment, net 4,125,595 4,094,424

Other Assets:
Nuclear decommissioning trust 189,182 198,275
Other 26,462 23,305

Total other assets 215,644 221,580

Total Assets $ 4,639,631 $ 4,778,840

LIABILITIES AND SHAREHOLDERS� EQUITY
Current Liabilities:
Accounts payable�affiliated companies, net $ 7,802 $ 11,517
Accounts payable, fuel 68,747 97,111
Accounts payable, other 40,165 48,188
Taxes and interest accrued 107,605 62,358
Deferred capacity auction revenue 86,853 109,566
Other 17,579 13,870

Total current liabilities 328,751 342,610
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Other Liabilities:
Accumulated deferred income taxes, net 844,545 836,702
Unamortized investment tax credit 150,533 144,765
Nuclear decommissioning reserve 187,997 222,958
Benefit obligations 18,399 20,715
Accrued reclamation costs 6,000 6,220
Other 70,245 70,701

Total other liabilities 1,277,719 1,302,061

Commitments and Contingencies (Note 4)

Shareholders� Equity:
Common stock (80,000,000 shares outstanding at December 31, 2003 and June 30, 2004, respectively) 1 1
Additional paid-in capital 2,917,444 2,917,444
Retained earnings 115,716 216,724

Total shareholders� equity 3,033,161 3,134,169

Total Liabilities and Shareholders� Equity $ 4,639,631 $ 4,778,840

See Notes to the Company�s Interim Financial Statements
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TEXAS GENCO HOLDINGS, INC.

STATEMENTS OF CONSOLIDATED CASH FLOWS

(Thousands of Dollars)

(Unaudited)

Six Months Ended
June 30,

2003 2004

Cash Flows from Operating Activities:
Net income $ 121,321 $ 141,008
Cumulative effect of accounting change (98,910) �  

Income before cumulative effect of accounting change 22,411 141,008
Adjustments to reconcile income before cumulative effect of accounting change to net cash provided by
operating activities:
Depreciation and amortization 78,470 80,976
Fuel-related amortization 9,725 13,201
Amortization of deferred financing costs �  549
Deferred income taxes (10,121) (5,357)
Investment tax credit (6,073) (5,769)
Changes in other assets and liabilities:
Accounts receivable (105,921) (23,787)
Taxes receivable 4,368 �  
Inventory (14,073) 1,808
Accounts payable 79,862 36,387
Accounts payable, affiliate (11,378) 3,715
Taxes and interest accrued (1,105) (45,247)
Accrued reclamation costs 3,898 220
Benefit obligations 1,335 2,316
Deferred revenue from capacity auctions 40,287 22,713
Other current assets (5,485) (1,180)
Other current liabilities (4,565) (3,709)
Other long-term assets (2,962) 2,204
Other long-term liabilities (6,861) (2,305)

Net cash provided by operating activities 71,812 217,743

Cash Flows from Investing Activities:
Capital expenditures and other (74,706) (36,342)
Increase in note receivable, affiliate �  (1,283)

Net cash used in investing activities (74,706) (37,625)

Cash Flows from Financing Activities:
Payment of common stock dividends (40,000) (40,000)
Debt issuance costs �  (116)
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Increase in short-term notes payables, affiliate 42,459 �  
Increase in long-term notes payables, affiliate 11 �  

Net cash provided by (used in) financing activities 2,470 (40,116)

Net Increase (Decrease) in Cash and Cash Equivalents (424) 140,002
Cash and Cash Equivalents at Beginning of Period 578 44,558

Cash and Cash Equivalents at End of Period $ 154 $ 184,560

Supplemental Disclosure of Cash Flow Information:
Cash Payments:
Interest $ 5,432 $ 673
Income taxes �  52,732

See Notes to the Company�s Interim Financial Statements
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(1) Background and Basis of Presentation

General. Included in this Quarterly Report on Form 10-Q (Form 10-Q) of Texas Genco Holdings, Inc. (Texas Genco or the Company) are the
Company�s consolidated interim financial statements and notes (Interim Financial Statements) including its wholly owned subsidiaries. The
Interim Financial Statements are unaudited, omit certain financial statement disclosures and should be read with the Annual Report on Form
10-K of Texas Genco for the year ended December 31, 2003 (Texas Genco Form 10-K).

Background. The Company is an 81% owned subsidiary of CenterPoint Energy, Inc. (CenterPoint Energy). CenterPoint Energy is subject to
regulation by the Securities and Exchange Commission (SEC) as a registered public utility holding company under the Public Utility Holding
Company Act of 1935, as amended (1935 Act). Texas Genco, LP, a wholly owned subsidiary of the Company that owns and operates the
Company�s electric generating plants, is an exempt wholesale generator pursuant to an order of the Federal Energy Regulatory Commission
(FERC). As a result, Texas Genco, LP is exempt from all provisions of the 1935 Act so long as it remains an exempt wholesale generator, and
the Company is no longer a public utility holding company under the 1935 Act. SEC approval would be required, however, for CenterPoint
Energy to issue and sell securities for the purpose of funding the Company�s operations, or for CenterPoint Energy to guarantee the Company�s
securities. Also, SEC policy precludes the Company from borrowing from CenterPoint Energy�s utility subsidiaries.

Basis of Presentation. The Interim Financial Statements include the operations of Texas Genco Holdings, Inc. and its subsidiaries, which
manage and operate the Company�s electric generation operations.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (GAAP)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

The Company�s Interim Financial Statements reflect all normal recurring adjustments that are, in the opinion of management, necessary to
present fairly the financial position and results of operations for the respective periods. Amounts reported in the Company�s Statements of
Consolidated Income are not necessarily indicative of amounts expected for a full-year period due to the effects of, among other things, (a)
seasonal variations in energy consumption, (b) timing of maintenance and other expenditures and (c) acquisitions and dispositions of assets and
other interests.

Note 2(f) (Long-Lived Assets and Intangibles) and Note 8 (Commitments and Contingencies) to the consolidated annual financial statements
included in the Texas Genco Form 10-K relate to certain contingencies. These notes, as updated herein, are incorporated herein by reference.
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For information regarding certain environmental matters and legal proceedings, see Note 4 to the Interim Financial Statements.

(2) New Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. (FIN) 46 �Consolidation of Variable Interest
Entities, an Interpretation of Accounting Research Bulletin No. 51� (FIN 46). FIN 46 requires certain variable interest entities to be consolidated
by the primary beneficiary of the entity if the equity investors in the entity do not have the characteristics of a controlling financial interest or do
not have
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

sufficient equity at risk for the entity to finance its activities without additional subordinated financial support from other parties. On December
24, 2003, the FASB issued a revision to FIN 46 (FIN 46-R). For special-purpose entities (SPE�s) created before February 1, 2003, the Company
applied the provisions of FIN 46 or FIN 46-R as of December 31, 2003. The revised FIN 46-R is effective for all other entities for financial
periods ending after March 15, 2004. The Company evaluated two purchase power contracts with qualifying facilities as defined in the Public
Utility Regulatory Policies Act of 1978 and concluded that it was not required to consolidate the entities that own the qualifying facilities.

On December 23, 2003, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 132 (Revised 2003), �Employer�s Disclosures
about Pensions and Other Postretirement Benefits� (SFAS No. 132 (R)) which increases the existing disclosure requirements by requiring more
details about pension plan assets, benefit obligations, cash flows, benefit costs and related information. Companies are required to segregate plan
assets by category, such as debt, equity and real estate, and to provide certain expected rates of return and other informational disclosures. SFAS
No. 132 (R) also requires companies to disclose various elements of pension and postretirement benefit costs in interim-period financial
statements for quarters beginning after December 15, 2003. The Company has adopted the disclosure requirements of SFAS No. 132 (R) in Note
5 to these Interim Financial Statements.

On May 19, 2004, the FASB issued a FASB Staff Position (FSP) addressing the appropriate accounting and disclosure requirements for
companies that sponsor a postretirement health care plan that provides prescription drug benefits. The new guidance from the FASB was deemed
necessary as a result of the 2003 Medicare prescription law which includes a federal subsidy for qualifying companies. FSP FAS 106-2,
�Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (FAS
106-2),� requires that the effects of the federal subsidy be considered an actuarial gain and treated like similar gains and losses and requires
certain disclosures for employers that sponsor postretirement heath care plans that provide prescription drug benefits. The FASB�s related
existing guidance, FSP FAS 106-1, �Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and
Modernization Act of 2003,� will be superseded upon the effective date of FAS 106-2. The effective date of the new FSP is the first interim or
annual period beginning after June 15, 2004, except for certain nonpublic entities which have until fiscal years beginning after December 15,
2004. The Company does not expect the adoption of FAS 106-2 to have a material effect on its results of operations or financial condition.

(3) Related Party Transactions and Major Customers

As of December 31, 2003 and June 30, 2004, the Company had net accounts payable to affiliates of $8 million and $12 million, respectively.

As of June 30, 2004, the Company had short-term notes receivable from affiliates of $1 million, which represented funds invested in CenterPoint
Energy�s money pool for unregulated subsidiaries.

During the three months ended June 30, 2003 and 2004, the sales and services by the Company to Reliant Energy, Inc., (formerly named Reliant
Resources, Inc.) (RRI) and its subsidiaries totaled $415 million and $340 million, respectively. During the six months ended June 30, 2003 and
2004, the sales and services by the Company to RRI and its subsidiaries totaled $659 million and $594 million, respectively. During the three
months and six months ended June 30, 2003 and 2004, there were no sales and services by the Company to CenterPoint Energy and its affiliates.
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During the three months ended June 30, 2003 and 2004, the sales and services by the Company to another major customer, totaled $56 million
and $107 million, respectively. During the six months ended June 30, 2003 and 2004, the sales and services by the Company to that customer,
totaled $93 million and $189 million, respectively.
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

During the three months ended June 30, 2003 and 2004, purchases of natural gas by the Company from CenterPoint Energy and its affiliates
were $4 million and $10 million, respectively. During the six months ended June 30, 2003 and 2004, purchases of natural gas by the Company
from CenterPoint Energy and its affiliates were $9 million and $16 million, respectively.

CenterPoint Energy provides some corporate services to the Company. The costs of services have been directly charged to the Company using
methods that management believes are reasonable. These methods include negotiated usage rates, dedicated asset assignment, and proportionate
corporate formulas based on assets, operating expenses and employees. These charges are not necessarily indicative of what would have been
incurred had the Company not been an affiliate. Amounts charged to the Company for these services were $7 million and $6 million for the three
months ended June 30, 2003 and 2004, respectively, and are included primarily in operation and maintenance expenses. Amounts charged to the
Company for these services were $17 million and $12 million for the six months ended June 30, 2003 and 2004, respectively, and are included
primarily in operation and maintenance expenses.

(4) Commitments and Contingencies

Clean Air Standards. The 1999 Texas Electric Choice Law (Texas electric restructuring law) and regulations adopted by the Texas Commission
on Environmental Quality (TCEQ) in 2001 require substantial reductions in emission of oxides of nitrogen (NOx) from electric generating units.
The Company is currently installing cost-effective controls at its generating plants to comply with these requirements. Through June 30, 2004,
the Company has invested $686 million for NOx emission control, and plans to make additional expenditures of up to approximately $109
million during the remainder of 2004 through 2007. Further revisions to these NOx requirements may result from the EPA�s ongoing review of
these TCEQ rules and from the TCEQ�s future rules, expected by 2007, implementing the more stringent federal eight-hour ozone standard.

Asbestos. The Company has been named, along with numerous others, as a defendant in several lawsuits filed by a large number of individuals
who claim injury due to exposure to asbestos while working at sites along the Texas Gulf Coast. Most of these claimants have been workers who
participated in construction of various industrial facilities, including power plants, and some of the claimants have worked at locations owned by
the Company. The Company anticipates that additional claims like those received may be asserted in the future and intends to continue
vigorously contesting claims which it does not consider to have merit.

Texas Antitrust Action. In July 2003, Texas Commercial Energy filed in federal court in Corpus Christi, Texas a lawsuit against Reliant Energy,
Incorporated (Reliant Energy), RRI, Reliant Electric Solutions, LLC, several other RRI subsidiaries and a number of other participants in the
Electric Reliability Council of Texas (ERCOT) power market. The plaintiff, a retail electricity provider in the Texas market served by ERCOT,
alleged that the defendants conspired to illegally fix and artificially increase the price of electricity in violation of state and federal antitrust laws
and committed fraud and negligent misrepresentation. The lawsuit sought damages in excess of $500 million, exemplary damages, treble
damages, interest, costs of suit and attorneys� fees. In February 2004, this complaint was amended to add CenterPoint Energy and CenterPoint
Energy Houston Electric, LLC (CenterPoint Houston), as successors to Reliant Energy, and Texas Genco, LP as defendants. The plaintiff�s
principal allegations had previously been investigated by the Texas Utility Commission and found to be without merit. In June 2004, the federal
court dismissed the plaintiff�s claims and in July 2004, the plaintiff filed a notice of appeal. The Company intends to contest the appeal. The
ultimate outcome of this matter cannot be predicted at this time.
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TEXAS GENCO HOLDINGS, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

Nuclear Insurance. The Company and the other owners of the South Texas Project maintain nuclear property and nuclear liability insurance
coverage as required by law and periodically review available limits and coverage for additional protection. The owners of the South Texas
Project currently maintain $2.75 billion in property damage insurance coverage, which is above the legally required minimum, but is less than
the total amount of insurance currently available for such losses.

Under the Price Anderson Act, the maximum liability to the public of owners of nuclear power plants was $10.8 billion as of June 30, 2004.
Owners are required under the Price Anderson Act to insure their liability for nuclear incidents and protective evacuations. The Company and
the other owners currently maintain the required nuclear liability insurance and participate in the industry retrospective rating plan under which
the owners of the South Texas Project are subject to maximum retrospective assessments in the aggregate per incident of up to $100.6 million
per reactor. The owners are jointly and severally liable at a rate not to exceed $10 million per incident per year.

There can be no assurance that all potential losses or liabilities associated with the South Texas Project will be insurable, or that the amount of
insurance will be sufficient to cover them. Any substantial losses not covered by insurance would have a material effect on the Company�s
financial condition, results of operations and cash flows.

Nuclear Decommissioning. CenterPoint Houston contributed $2.9 million in 2003 to trusts established to fund the Company�s share of the
decommissioning costs for the South Texas Project, and expects to contribute $2.9 million in 2004. There are various investment restrictions
imposed upon the Company by the Public Utility Commission of Texas and the United States Nuclear Regulatory Commission (NRC) relating
to the Company�s nuclear decommissioning trusts. The Company and CenterPoint Energy have each appointed two members to the Nuclear
Decommissioning Trust Investment Committee which establishes the investment policy of the trusts and oversees the investment of the trusts�
assets. The securities held by the trusts for decommissioning costs had an estimated fair value of $198 million as of June 30, 2004, of which
approximately 36% were fixed-rate debt securities and the remaining 64% were equity securities. In May 2004, an outside consultant estimated
the Company�s portion of decommissioning costs to be approximately $456 million. While the funding levels currently exceed minimum NRC
requirements, no assurance can be given that the amounts held in trust will be adequate to cover the actual decommissioning costs of the South
Texas Project. Such costs may vary because of changes in the assumed date of decommissioning and changes in regulatory requirements,
technology and costs of labor, materials and equipment. Pursuant to the Texas electric restructuring law, costs associated with nuclear
decommissioning that have not been recovered as of January 1, 2002, will continue to be subject to cost-of-service rate regulation and will be
included in a charge to transmission and distribution customers of CenterPoint Houston or its successor.

Joint Operating Agreement with City of San Antonio. The Company has a joint operating agreement with the City Public Service Board of San
Antonio to share savings from the joint dispatching of each party�s generating assets. Dispatching the two generating systems jointly results in
savings of fuel and related expenses due to a more efficient utilization of each party�s lowest cost resources. The two parties currently share
equally the savings resulting from joint dispatch. The agreement terminates in 2009.

(5) Employee Benefit Plans
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The Company�s employees participate in CenterPoint Energy�s postretirement benefit plan. Net periodic cost in each of the three month periods
ended June 30, 2003 and 2004 was $1 million. Net periodic cost in each of the six month periods ended June 30, 2003 and 2004 was $2 million.
The Company expects to contribute $1 million to CenterPoint Energy�s postretirement benefits plan in 2004. As of June 30, 2004, $0.5 million
has been contributed.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

(6) Purchase of Additional South Texas Project Interest

On May 28, 2004, the Company announced that its Board of Directors had voted to exercise its right of first refusal to purchase up to the entire
25.2 percent interest in the South Texas Project that is currently owned by American Electric Power (AEP). In addition to AEP and the
Company, the 2,500 megawatt nuclear plant is owned by two other co-owners. AEP had previously announced that it had received an offer of
$333 million, subject to certain adjustments, to purchase its 630 megawatt interest. Under the South Texas Project Participation Agreement,
co-owners wishing to acquire AEP�s interest are entitled to do so at the proposed sale price. One co-owner did not exercise its right of first
refusal, while the other co-owner exercised its right to purchase at least 12 percent, or 300 megawatts. Accordingly, the Company should be
entitled to purchase a 13.2 percent interest, or 330 megawatts from AEP at an estimated price of $175 million. The Company expects to fund the
purchase of its share of AEP�s interest with internally generated funds and, if and to the extent required, a new bank credit facility. The Company
expects to complete this transaction by the first quarter of 2005.

(7) Subsequent Events

On July 21, 2004, CenterPoint Energy and the Company announced a definitive agreement for GC Power Acquisition LLC, a newly formed
entity owned in equal parts by affiliates of The Blackstone Group, Hellman & Friedman LLC, Kohlberg Kravis Roberts & Co. L.P. and Texas
Pacific Group, to acquire the Company for approximately $3.65 billion in cash.

The transaction will be accomplished in two steps. In the first step, expected to be completed in the fourth quarter of 2004, the Company will
purchase the approximately 19% of its shares owned by the public in a cash-out merger at a price of $47 per share. Prior to its public shareholder
buy-out, the Company will file with the SEC a Rule 13e-3 transaction statement and a Schedule 14C information statement relating to
CenterPoint Energy�s adoption of the transaction agreement and approval of the transactions it contemplates. Following the cash-out merger of
the publicly owned shares, a subsidiary of the Company that will own the Company�s coal, lignite and gas-fired generation plants will merge with
a subsidiary of GC Power Acquisition. The closing of the first step of the transaction is subject to several conditions, including the mailing of the
information statement described above, the receipt of debt financing under the financing commitments described below, the expiration or
termination of any applicable waiting period under the antitrust laws (including the Hart Scott Rodino Antitrust Improvement Act of 1976) and
the FERC�s certification of the entity that will own Texas Genco�s coal, lignite and gas-fired generation plants as an �exempt wholesale generator�
under the 1935 Act.

In the second step of the transaction, expected to take place in the first quarter of 2005 following receipt of approval by the NRC, the Company,
the principal remaining asset of which, at that time, will be the Company�s interest in the South Texas Project nuclear facility, will merge with
another subsidiary of GC Power Acquisition.

Cash proceeds to CenterPoint Energy will be approximately $2.2 billion from the first step of the transaction and $700 million from the second
step of the transaction, for total cash proceeds of approximately $2.9 billion, or $45.25 per share for CenterPoint Energy�s 81% interest.
CenterPoint Energy intends to use the net after-tax proceeds of approximately $2.5 billion to pay down outstanding debt, including senior debt
under its bank credit facility that is secured in part by CenterPoint Energy�s 81% ownership interest in the Company.
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GC Power Acquisition has entered into a commitment letter with financing sources, including Goldman Sachs, providing for up to $2.5 billion in
the aggregate in debt financing for the transaction and a separate overnight loan of $717 million to the Company to fund its public shareholder
buy-out in the first step of the transaction, each subject to customary closing conditions. This overnight loan will be repaid with the proceeds of
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

the merger of the Company�s coal, lignite and gas-fired generation plants with a subsidiary of GC Power Acquisition. In addition, GC Power
Acquisition�s sponsor firms have committed upon closing of the transaction to provide up to $1.08 billion in the aggregate in equity funding for
the transaction.

The transaction has been approved by the board of directors of CenterPoint Energy and by the board of directors of the Company acting upon the
unanimous recommendation of a special committee composed of independent members of the Company�s board. CenterPoint Energy has signed
a written consent that satisfies all state law voting requirements applicable to the transaction.

In connection with the transaction, a subsidiary of the Company, Texas Genco, LP, entered into a master power purchase and sale agreement
with a member of the Goldman Sachs group. Under that agreement, the Company has sold forward a substantial quantity of its available
base-load capacity through 2008 and pledged $175 million of its first mortgage bonds as collateral for its obligations. The Company�s obligations
under the power purchase agreement will continue regardless of whether the transaction is completed.

On July 23, 2004, two plaintiffs, both shareholders of the Company, filed virtually identical lawsuits in Harris County, Texas district court. The
suits, purportedly brought on behalf of holders of the Company�s common stock, name the Company and each of its directors as defendants. Both
plaintiffs allege, among other things, self-dealing and breach of fiduciary duty by the defendants in entering into the July 2004 agreement to sell
the Company. Plaintiffs seek to enjoin the transaction or, alternatively, rescind the transaction and/or recover damages in the event that the
transaction is consummated. The Company expects the cases to be consolidated. The Company believes both lawsuits to be without merit and
intends to vigorously defend against them.

On August 5, 2004, the Company�s board of directors declared a dividend of $0.25 per share of common stock payable September 20, 2004 to
shareholders of record as of the close of business on August 26, 2004.
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Item 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in combination with the Company�s Interim Financial Statements and notes contained in
Item 1 of this Form 10-Q.

OVERVIEW

We are a wholesale electric power generating company that owns 60 generating units at 11 electric power generation facilities located in Texas.
We also own a 30.8% interest in the South Texas Project Electric Generating Station (South Texas Project), a nuclear generating station with
two 1,250 megawatt (MW) nuclear generating units. As of June 30, 2004, the aggregate net generating capacity of our portfolio of assets was
14,153 megawatts (MW), of which 2,585 MW of gas-fired capacity was then mothballed. In May 2004, 403 MW of previously mothballed
gas-fired capacity was returned to service. The gas-fired capacity that is currently mothballed is expected to remain mothballed through April
2005. We sell electric generation capacity, energy and ancillary services in the Electric Reliability Council of Texas (ERCOT) market, which is
the largest power market in the State of Texas and encompasses the majority of the population centers in the State of Texas. ERCOT facilitates
reliable grid operations for approximately 85% of the demand for power in the state.

We are an 81% owned subsidiary of CenterPoint Energy, Inc. (CenterPoint Energy). CenterPoint Energy is a registered public utility holding
company under the Public Utility Holding Company Act of 1935, as amended (1935 Act). The 1935 Act and related rules and regulations
impose a number of restrictions on the activities of CenterPoint Energy and its subsidiaries. Texas Genco, LP, our wholly owned subsidiary that
owns and operates our electric generating plants, is an exempt wholesale generator (EWG) pursuant to an order of the Federal Energy
Regulatory Commission (FERC). As a result, Texas Genco, LP is exempt from all provisions of the 1935 Act so long as it remains an EWG, and
we are no longer a public utility holding company under the 1935 Act.

EXECUTIVE SUMMARY

Recent Events

Definitive Agreement for the Sale of the Company

On July 21, 2004, we and CenterPoint Energy announced a definitive agreement for GC Power Acquisition LLC, a newly formed entity owned
in equal parts by affiliates of The Blackstone Group, Hellman & Friedman LLC, Kohlberg Kravis Roberts & Co. L.P. and Texas Pacific Group,
to acquire us for approximately $3.65 billion in cash.

The transaction will be accomplished in two steps. In the first step, expected to be completed in the fourth quarter of 2004, we will purchase the
approximately 19% of our shares owned by the public in a cash-out merger at a price of $47 per share. Prior to our public shareholder buy-out,
we will file with the SEC a Rule 13e-3 transaction statement and a Schedule 14C information statement relating to CenterPoint Energy�s
adoption of the transaction agreement and approval of the transactions it contemplates. Following the cash-out merger of the publicly owned
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shares, a subsidiary of ours that will own our coal, lignite and gas-fired generation plants will merge with a subsidiary of GC Power Acquisition.
The closing of the first step of the transaction is subject to several conditions, including the mailing of the information statement described
above, the receipt of debt financing under the financing commitments described below, the expiration or termination of any applicable waiting
period under the antitrust laws (including the Hart Scott Rodino Antitrust Improvement Act of 1976) and the FERC�s certification of the entity
that will own our coal, lignite and gas-fired generation plants as an �exempt wholesale generator� under the 1935 Act.
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In the second step of the transaction, expected to take place in the first quarter of 2005 following receipt of approval by the Nuclear Regulatory
Commission, the company, the principal remaining asset of which, at that time, will be our interest in the South Texas Project nuclear facility,
will merge with another subsidiary of GC Power Acquisition.

Cash proceeds to CenterPoint Energy will be approximately $2.2 billion from the first step of the transaction and $700 million from the second
step of the transaction, for total cash proceeds of approximately $2.9 billion, or $45.25 per share for CenterPoint Energy�s 81% interest.
CenterPoint Energy intends to use the net after-tax proceeds of approximately $2.5 billion to pay down outstanding debt, including senior debt
under its bank credit facility that is secured in part by CenterPoint Energy�s 81% ownership interest in us.

GC Power Acquisition has entered into a commitment letter with financing sources, including Goldman Sachs, providing for up to $2.5 billion in
the aggregate in debt financing for the transaction and a separate overnight loan of $717 million to us to fund our public shareholder buy-out in
the first step of the transaction, each subject to customary closing conditions. This overnight loan will be repaid with the proceeds of the merger
of our coal, lignite and gas-fired generation plants with a subsidiary of GC Power Acquisition. In addition, GC Power Acquisition�s sponsor firms
have committed upon closing of the transaction to provide up to $1.08 billion in the aggregate in equity funding for the transaction.

The transaction has been approved by the board of directors of CenterPoint Energy and by our board of directors acting upon the unanimous
recommendation of a special committee composed of independent members of our board. CenterPoint Energy has signed a written consent that
satisfies all state law voting requirements applicable to the transaction.

In connection with the transaction, our subsidiary, Texas Genco, LP, entered into a master power purchase and sale agreement with a member of
the Goldman Sachs group. Under that agreement, we have sold forward a substantial quantity of our available base-load capacity through 2008
and pledged $175 million of our first mortgage bonds as collateral for our obligation. Our obligations under the power purchase agreement will
continue regardless of whether the transaction is completed.

On July 23, 2004, two plaintiffs, both shareholders of the company, filed virtually identical lawsuits in Harris County, Texas district court. The
suits, purportedly brought on behalf of holders of our common stock, name us and each of our directors as defendants. Both plaintiffs allege,
among other things, self-dealing and breach of fiduciary duty by the defendants in entering into the July 2004 agreement to sell the company.
Plaintiffs seek to enjoin the transaction or, alternatively, rescind the transaction and/or recover damages in the event that the transaction is
consummated. We expect the cases to be consolidated. We believe both lawsuits to be without merit and intend to vigorously defend against
them.

South Texas Project Right of First Refusal

On May 28, 2004, we announced that our Board of Directors had voted to exercise our right of first refusal to purchase up to the entire 25.2
percent interest in the South Texas Project that is currently owned by American Electric Power (AEP). In addition to AEP and Texas Genco, the
2,500 megawatt nuclear plant is owned by two other co-owners. AEP had previously announced that it had received an offer of $333 million,
subject to certain adjustments, to purchase its 630 megawatt interest. Under the South Texas Project Participation Agreement, co-owners
wishing to acquire AEP�s interest are entitled to do so at the proposed sale price. One co-owner did not exercise its right of first refusal, while the
other co-owner exercised its right to purchase at least 12 percent, or 300 megawatts. Accordingly, we should be entitled to purchase a 13.2
percent interest, or 330 megawatts from AEP at an estimated price of $175 million. We expect to fund the purchase of our share of AEP�s interest
with internally generated funds and, if and to the extent required, a new bank credit facility. Our purchase of a share of AEP�s interest in the
South Texas Project and the acquisition of the company by GC Power Acquisition described below are not dependent on each other. We expect
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2nd Quarter 2004 Highlights

In the second quarter of 2004, we reported net income of $80 million ($1.00 per diluted share) as compared to $33 million ($0.42 per diluted
share) in the second quarter of 2003. The improvement was primarily related to higher capacity revenue for base-load products driven by
continued high natural gas prices and their effect on wholesale electricity prices in the ERCOT market. Operation and maintenance expenses
decreased due to a reduction in planned and unplanned outages in the second quarter of 2004 compared to the second quarter of 2003.

2004 Outlook

In our capacity auctions held through July 2004, we have sold forward approximately 98% of our available firm base-load capacity for 2004,
representing over $880 million of firm capacity revenue under contract. In addition, we have sold gas-fired and non-firm base-load capacity
bringing the total 2004 contracted capacity revenues to over $1.08 billion. Available base-load capacity is defined as our total base-load capacity
less planned outages and less up to 750 megawatts of operating reserves. For 2005, we have sold forward in our capacity auctions approximately
66% of our available firm base-load capacity, which represents over $560 million of contracted firm base-load capacity revenue. In addition, we
have sold non-firm base-load capacity with revenues of approximately $60 million, bringing the total 2005 contracted capacity revenues to over
$620 million. In August 2004, we plan to conduct additional auctions in which we will offer the remaining portion of our 2004 available
capacity. These amounts do not include forward sales of base-load capacity under the master power purchase and sale agreement described
above. In addition to capacity sales, we have sold approximately $10 million of surplus emission allowances in the first six months of 2004, and
will evaluate future sales of emissions allowances as opportunities develop. Financial performance in 2004 and beyond is highly dependent on
the operating performance of our base-load generating units.
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CONSOLIDATED RESULTS OF OPERATIONS

The following table sets forth our consolidated results of operations for the three months and six months ended June 30, 2003 and 2004,
followed by a discussion of our consolidated results of operations.

Three Months Ended June 30, Six Months Ended June 30,

2003 2004 2003 2004

(in thousands, except per share data)
Revenues $ 578,511 $ 552,718 $ 937,098 $ 991,847

Expenses:
Fuel costs 349,318 263,992 557,307 450,307
Purchased power 22,974 18,098 34,968 26,368
Operation and maintenance 105,301 98,872 210,651 200,199
Depreciation and amortization 39,391 40,607 78,470 80,976
Taxes other than income taxes 11,483 12,122 22,774 24,378

Total 528,467 433,691 904,170 782,228

Operating Income 50,044 119,027 32,928 209,619
Other Income 1,089 1,667 1,289 2,055
Interest Expense, net (2,822) (114) (5,625) (140)

Income Before Income Taxes and Cumulative Effect of
Accounting Change 48,311 120,580 28,592 211,534
Income Tax Expense (15,018) (40,464) (6,181) (70,526)

Income Before Cumulative Effect of Accounting Change 33,293 80,116 22,411 141,008
Cumulative Effect of Accounting Change, net of tax �  �  98,910 �  

Net Income $ 33,293 $ 80,116 $ 121,321 $ 141,008

Basic and Diluted Earnings Per Share:
Income Before Cumulative Effect of Accounting Change $ 0.42 $ 1.00 $ 0.28 $ 1.76
Cumulative Effect of Accounting Change, net of tax �  �  1.24 �  

Net Income $ 0.42 $ 1.00 $ 1.52 $ 1.76

Sales (MWH) 12,517,492 11,962,375 21,793,836 22,683,153
Generation (MWH) 12,077,631 11,542,226 21,072,384 21,691,416

Three months ended June 30, 2004 compared to three months ended June 30, 2003
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In the second quarter of 2004, we reported net income of $80 million ($1.00 per diluted share) as compared to $33 million ($0.42 per diluted
share) in the second quarter of 2003 primarily due to higher capacity revenue for base-load products driven by continued high natural gas prices
and their effect on wholesale electricity prices in the ERCOT market. Most of these base-load products were sold in capacity auctions held when
natural gas prices were higher than when we sold our capacity for 2003. Additionally, the sale of surplus air emission allowances contributed $6
million to revenues. Energy revenues and fuel and purchased power costs declined in the second quarter of 2004 as compared to the same period
in 2003 reflecting a reduction in planned and unplanned outages and therefore an increase in availability of our lower-cost base-load units in
2004 as well as lower demand for gas-fired generation products. Operation and maintenance expenses decreased $6 million primarily due to the
reduction in planned and unplanned outages in the second quarter of 2004 as compared to the same period in 2003.
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Six months ended June 30, 2004 compared to six months ended June 30, 2003

In the first six months of 2004, we reported net income of $141 million ($1.76 per diluted share) as compared to income of $22 million ($0.28
per diluted share) in the first six months of 2003 before the cumulative effect of an accounting change. Revenues increased $55 million in the
first six months of 2004 as compared to the same period in 2003 due to higher capacity revenue for base-load products driven by continued high
natural gas prices and their effect on wholesale electricity prices in the ERCOT market. Most of these base-load products were sold in capacity
auctions held when natural gas prices were higher than when we sold our capacity for 2003. Additionally, the sale of surplus air emission
allowances contributed $10 million to the increase in revenues. Fuel and purchased power costs declined $115 million in the first six months of
2004 as compared to the same period in 2003 reflecting a reduction in planned and unplanned outages and therefore an increase in availability of
our lower-cost base-load units in 2004 as well as lower demand for gas-fired generation products. Operation and maintenance expenses
decreased $11 million primarily due to the reduction in planned and unplanned outages in the first six months of 2004 as compared to the same
period in 2003.

In connection with the adoption of Statement of Financial Accounting Standards (SFAS) No. 143, �Accounting for Asset Retirement Obligations�
(SFAS No. 143), we completed an assessment of the applicability and implications of SFAS No. 143. As a result of the assessment, we
identified retirement obligations for nuclear decommissioning at the South Texas Project and for lignite mine operations at the Jewett mine
supplying the Limestone electric generation facility. The net difference between the amounts determined under SFAS No. 143 and the previous
method of accounting for estimated mine reclamation costs was $37 million and has been recorded as a cumulative effect of accounting change.
Upon adoption of SFAS No. 143, we reversed $115 million of previously recognized removal costs as a cumulative effect of accounting change.
The first quarter 2003 results include a $99 million after-tax ($152 million pre-tax) non-cash gain ($1.24 per diluted share) from the adoption of
SFAS No. 143.

RELATED PARTY TRANSACTIONS

We have entered into a number of agreements with CenterPoint Energy that govern our interim and ongoing relationships with CenterPoint
Energy, including providing various interim services to us. Pursuant to the requirements of the 1935 Act, CenterPoint Energy has formed a
service company through which these services are delivered. For information regarding our agreements and other relationships with CenterPoint
Energy, please read Note 3 to our Interim Financial Statements and �Management�s Discussion and Analysis of Financial Condition and Results
of Operations�Related Party Transactions� in the Texas Genco Form 10-K.

CERTAIN FACTORS AFFECTING FUTURE EARNINGS

For information on other developments, factors and trends that may have an impact on our future earnings, please read the factors listed under
�Cautionary Statement Regarding Forward-Looking Information� on Page G-ii of this Form 10-Q, �Management�s Discussion and Analysis of
Financial Condition and Results of Operations� Certain Factors Affecting Future Earnings� in Item 7 of Part II of the Texas Genco Form 10-K and
�Risk Factors� in Item 1 of Part I of the Texas Genco Form 10-K, each of which is incorporated herein by reference.
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LIQUIDITY AND CAPITAL RESOURCES

Historical Cash Flows

The net cash provided by/used in our operating, investing and financing activities for the six months ended June 30, 2003 and 2004 is as follows
(in millions):

Six Months
Ended June 30,

2003 2004

Cash provided by (used in):
Operating activities $ 72 $ 218
Investing activities (75) (38)
Financing activities 2 (40)

Cash Provided by Operating Activities

Net cash provided by operating activities increased $146 million for the six months ended June 30, 2004 as compared to the same period in 2003
primarily as a result of higher capacity auction prices, which were driven by continued high natural gas prices.

Cash Used in Investing Activities

Net cash used in investing activities decreased $37 million for the six months ended June 30, 2004 as compared to the same period in 2003
primarily related to a planned reduction in NOx emissions control expenditures.

Cash Provided by Financing Activities

Cash provided by financing activities decreased $42 million for the six months ended June 30, 2004 as compared to the same period in 2003. We
had borrowed this amount from CenterPoint Energy in the first quarter of 2003.

Future Sources and Uses of Cash
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Our liquidity and capital requirements will be affected by our:

� capital requirements related to environmental compliance and other projects;

� purchase of an additional interest in the South Texas Project pursuant to the exercise of our right of first refusal as described above
under ��Executive Summary�Recent Events�;

� dividend policy;

� debt service requirements; and

� working capital requirements.

As of June 30, 2004, we had temporary investments of $185 million. As of June 30, 2004, we had investments of $1 million in CenterPoint
Energy�s money pool for unregulated subsidiaries.

In December 2003, Texas Genco, LP, one of our subsidiaries, entered into a 364-day $75 million bank credit facility with a seven-bank
syndicate. Proceeds from the revolving credit facility will be used to meet ongoing working capital requirements and for general corporate
purposes. Borrowings under the facility may be made at the London interbank offered rate (LIBOR) plus 150 basis points. The facility is secured
by a series of first mortgage bonds in an aggregate principal amount of $75 million under a First Mortgage Indenture (the
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Mortgage) dated December 23, 2003 between JPMorgan Chase Bank, as trustee, and Texas Genco, LP. All of our real and tangible properties,
subject to certain exclusions, are currently subject to the lien of the Mortgage. Under the terms of the facility, if CenterPoint Energy ceases to
own, directly or indirectly, at least a 50% voting and economic interest in Texas Genco, LP, an event of default will occur and any borrowings
thereunder may become immediately due and payable. We believe that our cash flows from operations, including sales of available base-load
capacity under the master power purchase and sale agreement described above under ��Executive Summary�Recent Events�Definitive Agreement
for the Sale of the Company,� and our external borrowing capability will be sufficient to meet the operational needs of our business for the next
twelve months. As of June 30, 2004, there were no borrowings outstanding under the revolving credit facility.

CenterPoint Energy�s $2.3 billion bank facility limits our incurrence of indebtedness for borrowed money to an aggregate principal amount not to
exceed $250 million outstanding at any time and requires that proceeds from the sale of any material portion of our assets, proportionate to
CenterPoint Energy�s ownership interest in us and subject to certain other requirements, be used to prepay indebtedness under such credit facility.
Our credit facility also limits our incurrence of additional secured indebtedness for borrowed money to a maximum of $175 million aggregate
principal amount. Although we are not contractually bound by the limitations in CenterPoint Energy�s bank facility, we expect that CenterPoint
Energy would likely cause its representatives on our board of directors to direct our business so as not to breach the terms of its facility.

Under the terms of the definitive transaction agreement for the sale of the company to GC Power Acquisition LLC, we have agreed to certain
restrictions on our ability to incur indebtedness. Under these restrictions, prior to closing of the sale transaction we and our subsidiaries may not
repurchase, repay or incur any indebtedness, issue any securities in respect of indebtedness or assume, guarantee, endorse or otherwise become
responsible for the obligations or indebtedness of any person, other than:

� as otherwise contemplated by the transaction agreement;

� as required by applicable law;

� items for which GC Power Acquisition has given its prior written consent (which cannot be unreasonably withheld or delayed);

� repayments in the ordinary course of business consistent with past practice under our existing $75 million revolving credit agreement;

� borrowings of up to $75 million under our existing $75 million revolving credit agreement;

� borrowings under the $717 million overnight bridge loan financing commitment relating to the anticipated public shareholder buy-out
in the first step of the sale transaction;

� borrowings under any new or amended credit agreement not containing prepayment penalties and on customary terms:

� to fund the purchase price for an additional interest in the South Texas Project pursuant to the exercise of the right of first refusal
described under ��Recent Events�South Texas Project Right of First Refusal�;

� to fund dividends or distributions allowed under the terms of the transaction agreement, including regular quarterly cash
dividends not in excess of $0.25 per share per quarter; and
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� of up to $75 million to fund working capital requirements to meet operating cash needs (less any amount borrowed for working
capital purposes under our existing $75 million revolving credit agreement).

Cash Flows From Operations�Reliant Energy, Inc. (formerly named Reliant Resources, Inc. (RRI)) as a Significant Customer. To date, we have
sold a substantial portion of our auctioned capacity entitlements to subsidiaries of RRI. Pursuant to a Master Power Purchase and Sale
Agreement with a subsidiary of RRI related to power sales in the ERCOT market, we have been granted a security interest in accounts
receivable and/or
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notes associated with the accounts receivable of certain subsidiaries of RRI to secure up to $250 million in purchase obligations. For more
information regarding the impact that RRI�s financial condition may have on our cash flows, please read �Our Business�Risk Factors � in Item 1 of
the Texas Genco Form 10-K.

Intercompany Borrowings. As a result of Texas Genco, LP�s certification by the FERC as an EWG under the 1935 Act, CenterPoint Energy has
established a money pool in which we, CenterPoint Energy and certain other unregulated subsidiaries of CenterPoint Energy can participate.
Except in an emergency situation (in which CenterPoint Energy could provide funding pursuant to applicable SEC rules), CenterPoint Energy
would be required to obtain approval from the SEC to issue and sell securities for purposes of funding our operations or for CenterPoint Energy
to guarantee any of our securities. There is no assurance that CenterPoint Energy will have sufficient funds to meet our cash needs.

Pension Plan. As discussed in Note 6(b) to the consolidated annual financial statements included in the Texas Genco Form 10-K (Texas Genco
Notes), we participate in CenterPoint Energy�s qualified non-contributory pension plan covering substantially all our employees. Pension expense
for 2004 is estimated to be $12 million based on an expected return on plan assets of 9.0% and a discount rate of 6.25% as of December 31,
2003. Future changes in plan asset returns, assumed discount rates and various other factors related to the pension will impact our future pension
expense and liabilities. We cannot predict with certainty what these factors will be in the future. Additionally, a separate pension plan will be
established for us in the third quarter of 2004. We will receive an allocation of assets from the CenterPoint Energy pension plan pursuant to rules
and regulations under the Employee Retirement Income Security Act of 1974 and record our pension obligations in accordance with SFAS No.
87, �Employer�s Accounting for Pensions�. It is anticipated that a plan established for us will be under-funded and that a pension liability of
approximately $68 million will be transferred to us from CenterPoint Energy. Changes in interest rates and the market values of the securities
held by the CenterPoint Energy pension plan during 2004 could materially, positively or negatively, change the funding status of a plan
established for us.

OFF-BALANCE SHEET FINANCING

Other than operating leases, we have no off-balance sheet financing arrangements.

CRITICAL ACCOUNTING POLICIES

A critical accounting policy is one that is both important to the presentation of our financial condition and results of operations and requires
management to make difficult, subjective or complex accounting estimates. An accounting estimate is an approximation made by management
of a financial statement element, item or account in the financial statements. Accounting estimates in our historical consolidated financial
statements measure the effects of past business transactions or events, or the present status of an asset or liability. The accounting estimates
described below require us to make assumptions about matters that are highly uncertain at the time the estimate is made. Additionally, different
estimates that we could have used or changes in an accounting estimate that are reasonably likely to occur could have a material impact on the
presentation of our financial condition or results of operations. The circumstances that make these judgments difficult, subjective and/or
complex have to do with the need to make estimates about the effect of matters that are inherently uncertain. Estimates and assumptions about
future events and their effects cannot be predicted with certainty. We base our estimates on historical experience and on various other
assumptions that we believe are reasonable under the circumstances, the results of which form the basis for making judgments. These estimates
may change as new events occur, as more experience is acquired, as additional information is obtained and as our operating environment
changes. Our significant accounting policies are discussed in Note 2 of the Texas Genco Notes. We believe the following accounting policy
involves the application of critical accounting estimates. Accordingly, these accounting estimates have been reviewed and discussed with the
audit committee of the board of directors.
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Impairment of Long-Lived Assets

We review the carrying value of our long-lived assets, including identifiable intangibles, whenever events or changes in circumstances indicate
that such carrying values may not be recoverable. Unforeseen events and changes in circumstances and market conditions and material
differences in the value of long-lived assets and intangibles due to changes in estimates of future cash flows, regulatory matters and operating
costs could negatively affect the fair value of our assets and result in an impairment charge.

Fair value is the amount at which the asset could be bought or sold in a current transaction between willing parties and may be estimated using a
number of techniques, including quoted market prices or valuations by third parties, present value techniques based on estimates of cash flows,
or multiples of earnings or revenue performance measures. The fair value of the asset could be different using different estimates and
assumptions in these valuation techniques. Changes in any of these assumptions could result in an impairment charge.

The fair value of our assets could be materially affected by a change in the estimated future cash flows for these assets. We estimate future cash
flows using a probability-weighted approach based on the fair value of our common stock, operating projections and estimates of how long we
will retain these assets.

NEW ACCOUNTING PRONOUNCEMENTS

See Note 2 to the Interim Financial Statements for a discussion of new accounting pronouncements that affect us.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

As discussed in Note 4 to the Interim Financial Statements, CenterPoint Energy Houston Electric, LLC (CenterPoint Houston) contributed $2.9
million in 2003 to trusts established to fund our share of the decommissioning costs for the South Texas Project. The securities held by the trusts
for decommissioning costs had an estimated fair value of $198 million as of June 30, 2004, of which approximately 36% were debt securities
that subject us to risk of loss of fair value with movements in market interest rates. If interest rates were to increase by 10% from their levels at
June 30, 2004, the fair value of the fixed-rate debt securities would decrease by approximately $1 million.

Equity Market Value Risk

As discussed above under ��Interest Rate Risk,� CenterPoint Houston contributes to trusts established to fund our share of the decommissioning
costs for the South Texas Project, which held debt 36% and equity 64% securities as of June 30, 2004. The equity securities expose us to losses
in fair value. If the market prices of the individual equity securities were to decrease by 10% from their levels at June 30, 2004, the resulting loss
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in fair value of these securities would be approximately $13 million.

Commodity Price Risk

Our gross margins (revenues less fuel and purchase power costs) related to unsold base-load capacity are dependent upon the market price for
power in the ERCOT market. Our gross margins are primarily derived from the sale of capacity entitlements associated with our large, solid fuel
base-load generating units, including our Limestone and W.A. Parish facilities and our interest in the South Texas Project. The gross margins
generated from payments associated with the capacity of these units are directly impacted by natural gas prices. Since the fuel costs for our
base-load units are largely fixed under long-term contracts, they are generally not subject to significant daily and monthly fluctuations. However,
the market price for power in the ERCOT market is directly
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affected by the price of natural gas. Because natural gas is the marginal fuel of facilities serving the ERCOT market during most hours, its price
has a significant influence on the price of electric power. As a result, the price customers are willing to pay for entitlements to our solid fuel
base-load capacity generally rises and falls with natural gas prices.

Item 4. CONTROLS AND PROCEDURES

In accordance with Exchange Act Rules 13a-15 and 15d-15, we carried out an evaluation, under the supervision and with the participation of
management, including our principal executive officer and principal financial officer, of the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this report. Based on that evaluation, our principal executive officer and principal financial
officer concluded that our disclosure controls and procedures were effective as of June 30, 2004 to provide assurance that information required
to be disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission�s rules and forms.

There has been no change in our internal controls over financial reporting that occurred during the three months ended June 30, 2004 that has
materially affected, or is reasonably likely to materially affect, our internal controls over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

We are, from time to time, a party to litigation arising in the normal course of our business, most of which involves contract disputes or claims
for personal injury and property damage incurred in connection with our operations. For a description of a number of lawsuits involving claims
of asbestos exposure at properties owned by us, please read �Our Business�Environmental Matters�Asbestos� in Item 1 of the Texas Genco Form
10-K, which is incorporated herein by reference. For a description of a lawsuit involving alleged violations of state and federal antitrust laws,
please read �Texas Antitrust Action� in Note 4 to our Interim Financial Statements, which is incorporated herein by reference. For a description of
two lawsuits against the company and its directors involving alleged self dealing and breach of fiduciary duty, please read Note 7 to our Interim
Financial Statements, which is incorporated herein by reference.

Item 4. Submission of Matters to a Vote of Security Holders.

At the annual meeting of our shareholders held on May 13, 2004, the matters voted upon and the number of votes cast for, against or withheld,
as well as the number of abstentions and broker non-votes as to such matters (including a separate tabulation with respect to each nominee for
office), were as stated below:

The following nominees for director were elected to serve one-year terms expiring at the 2005 annual meeting of shareholders (there were no
broker non-votes):

Nominees For Withhold

J. Evans Attwell 78,565,917 283,087
Donald R. Campbell 78,368,848 480,156
Robert J. Cruikshank 78,552,458 296,546
Patricia A. Hemingway Hall 78,367,056 481,948
David M. McClanahan 75,884,748 2,964,256
Scott E. Rozzell 75,886,732 2,962,272
David G. Tees 75,830,073 3,018,931
Gary L. Whitlock 75,904,656 2,944,348

The appointment of Deloitte & Touche LLP as independent accountants and auditors for Texas Genco for 2004 was ratified with 78,656,146
votes for, 177,426 votes against, 15,432 abstentions and no broker non-votes.
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Item 6. Exhibits and Reports on Form 8-K

(a)Exhibits.

The following exhibits are filed herewith:

Exhibits not incorporated by reference to a prior filing are designated by a cross (+); all exhibits not so designated are incorporated by reference
to a prior filing as indicated. Pursuant to Item 601(b)(2) of Regulation S-K, Texas Genco has not filed the exhibits and schedules to Exhibit 2.1.
Texas Genco hereby agrees to furnish a copy of any such exhibit or schedule to the SEC upon request.

Exhibit

Number Description Report or Registration Statement

SEC File

or

Registration

Number

Exhibit

Reference

2.1 � Transaction Agreement dated July 21, 2004
among CenterPoint Energy, Inc., Utility
Holding, LLC, NN Houston Sub, Inc., Texas
Genco Holdings, Inc., HPC Merger Sub, Inc.
and GC Power Acquisition LLC (excluding
exhibits and schedules thereto)

Texas Genco�s Current Report on Form 8-K
dated July 21, 2004

1-31449 10.1

3.1 � Amended and Restated Articles of
Incorporation

Texas Genco Holdings, Inc.�s (�Texas Genco�)
Form 10-K for the

1-31449 3.1

year ended December 31, 2002
3.2 � Amended and Restated Bylaws Texas Genco�s Form 10-K for the 1-31449 3.2

year ended December 31, 2002
4.1 � Specimen Stock Certificate Texas Genco�s registration statement on Form

10
1-31449 4.1

+31.1 � Rule 13a-14(a)/15d-14(a) Certification of
David G. Tees

+31.2 � Rule 13a-14(a)/15d-14(a) Certification of Gary
L. Whitlock

+32.1 � Section 1350 Certification of David G. Tees
+32.2 � Section 1350 Certification of Gary L. Whitlock
+99.1 � Items incorporated by reference from the Texas

Genco Form 10-K: �Risk Factors� in Item 1, �Our
Business�Environmental Matters�Asbestos� in
Item 1, �Management�s Discussion and Analysis
of Financial Condition and Results of
Operations�Certain Factors Affecting Future
Earnings� in Item 7, and Notes 2(f) and 8 to the
Texas Genco Notes

(b)Reports on Form 8-K.
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On April 1, 2004, we filed a Current Report on Form 8-K dated April 1, 2004 to furnish under Item 9 of that form a slide presentation we expect
will be presented to various members of the financial and investment community from time to time.
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On April 22, 2004, we filed a Current Report on Form 8-K dated April 22, 2004, in which we reported certain first quarter 2004 earnings
information and furnished a press release under Item 12 of that form.

On June 2, 2004, we filed a Current Report on Form 8-K dated May 28, 2004, in which we reported that our Board of Directors had voted to
exercise our right of first refusal to purchase up to the entire 25.2 percent interest in the South Texas Project Electric Generating Station that is
currently owned by American Electric Power.

On July 22, 2004, we filed a Current Report on Form 8-K dated July 21, 2004, in which we reported that CenterPoint Energy and we had entered
into a definitive agreement for GC Power Acquisition LLC to acquire the company.

On August 6, 2004, we filed a Current Report on Form 8-K dated August 6, 2004, in which we reported certain second quarter 2004 earnings
information and furnished a press release under Item 12 of that form.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

TEXAS GENCO HOLDINGS, INC.

By: /S/    JAMES S. BRIAN        

James S. Brian

Senior Vice President and Chief Accounting Officer

Date: August 6, 2004
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