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Preliminary Term Sheet
CenterPoint Energy Transition Bond Company III, LLC
Issuing Entity

$488,350,000*
2008 Senior Secured Transition Bonds
Transaction Summary
We, CenterPoint Energy Transition Bond Company III, LLC are issuing up to $488,350,000* of 2008 Senior Secured Transition Bonds in
multiple tranches (the “Bonds”). The Bonds are our senior secured obligations and will be supported by transition property which includes the
right to a special, irrevocable nonbypassable charge (“transition charge”) imposed on retail electric customers in the service territory of
CenterPoint Energy Houston Electric, LLC (“CenterPoint Houston”), as discussed below. The utility restructuring provisions of the Public
Utility Regulatory Act (the “Restructuring Act”) mandate and the Public Utility Commission of Texas (the “PUCT”) requires that transition
charges be adjusted at least annually, and semi-annually as necessary, to ensure the expected recovery of amounts sufficient to timely provide all
scheduled payments of principal, interest and other required amounts and charges in connection with the Bonds (the “true-up mechanism”).
The Restructuring Act authorizes the PUCT to issue irrevocable financing orders supporting the issuance of transition bonds. The PUCT issued
an irrevocable financing order to CenterPoint Houston on September 18, 2007 (the “Financing Order”). Pursuant to the Financing Order,
CenterPoint Houston established us as a bankruptcy remote special purpose subsidiary company to issue the Bonds.
In the Financing Order, the PUCT authorized a transition charge to be imposed on retail electric customers who purchase electricity in
CenterPoint Houston’s service territory (approximately 2.0 million customers as of December 31, 2007) to pay principal and interest on the
Bonds and other expenses relating to the Bonds. CenterPoint Houston as servicer will collect transition charges on our behalf and remit the
transition charges daily to the indenture trustee.
In the Financing Order, the PUCT guarantees that it will act pursuant to the Financing Order as expressly authorized by the Restructuring Act to
ensure that expected transition charge revenues are sufficient to pay on a timely basis the scheduled principal and interest on the Bonds. The
PUCT’s obligations set forth in the Financing Order are direct, explicit, irrevocable and unconditional upon issuance of the Bonds, and are
legally enforceable against the PUCT.
The Bonds will not be a liability of CenterPoint Houston, CenterPoint Energy, Inc. or any of their affiliates (other than us). The Bonds will not
be a debt or obligation of the State of Texas, the PUCT or any other governmental agency or instrumentality, and are not a charge on the full
faith and credit or taxing power of the State of Texas or any other governmental agency or instrumentality.
This Preliminary Term Sheet has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an
offer to buy or sell any Bonds in any jurisdiction where such offer or sale is prohibited. Please read the important information and
qualifications beginning on page 12 of this Preliminary Term Sheet.

Citi

Credit Suisse
Joint Bookrunners
MORGAN STANLEY
Lead Manager
DEPFA FIRST ALBANY SECURITIES LLC
Co-Manager

* Preliminary; subject to change

$488,350,000*
CenterPoint Energy Transition Bond Company III, LLC
2008 Senior Secured Transition Bonds
Summary of Terms
Anticipated Bond Offering*

Tranche 1

Expected
Average Life
(Years)

Size
($)

A-1
A-2

5.00
10.51

Up to $300,022,000
Up to $188,328,000

Issuing Entity and Capital Structure

Maturity 2

Scheduled
Principal
Payments Begin

No. of Scheduled
Semi-annual
Principal
Payments

08/1/2016
02/1/2020

02/1/2009
08/1/2016

16
8

Scheduled

CenterPoint Energy Transition Bond Company III, LLC. We are a special purpose bankruptcyremote limited liability company wholly-owned by CenterPoint Houston. We were formed solely
to purchase and own the transition property (defined in “Credit/Security”), to issue transition
bonds and to perform activities incidental thereto.
In addition to the transition property, our assets will include a capital investment by CenterPoint
Houston in the amount of 0.5% of the Bonds’ initial principal amount. This capital contribution
will be held in the capital subaccount. We will also have an excess funds subaccount to retain,
until the next payment date, any amounts collected and remaining after all payments on the
Bonds have been timely made.

Our relationship with the PUCT

Pursuant to the financing order,
•

the PUCT or its designated representative has a decision-making role co-equal with
CenterPoint Houston with respect to the structuring and pricing of the Bonds and all
matters related to the structuring and pricing of the Bonds will be determined through a
joint decision of CenterPoint Houston and the PUCT or its designated representative,

•

CenterPoint Houston is directed to take all necessary steps to ensure that the PUCT or its
designated representative is provided sufficient and timely information to allow the PUCT
or its designated representative to fully participate in, and exercise its decision making
power over, the proposed securitization, and

•

the servicer will file periodic adjustments to transition charges with the PUCT on our
behalf.

Securities Offered

Senior secured fixed-rate bonds, as listed above, scheduled to pay principal and interest semiannually and sequentially in accordance with the expected sinking fund schedule. See “Expected
Sinking Fund Schedule.”

Required Ratings

Aaa/AAA/AAA by Moody’s, S&P and Fitch, respectively.

1
2

*

Each tranche pays sequentially.
The final maturity date ( i.e ., the date by which the principal must be repaid to prevent a default) of each tranche of the Bonds is three
years after the scheduled maturity date for such tranche.
Preliminary; subject to change.
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Payment Dates and Interest Accrual

Interest payable semi-annually, February 1 and August 1. Interest will be calculated at a fixed
rate on a 30/360 basis. The first scheduled interest and principal payment date is February 1,
2009.
Interest is due on each payment date and principal is due upon the final maturity date, but is
expected on the scheduled maturity date for each tranche.

Optional Redemption

None. Non-call for the life of the Bonds.

Average Life

Prepayment is not permitted. Extension risk is possible but is expected to be statistically remote.

Credit/Security

Pursuant to the Financing Order, the irrevocable right to impose, collect and receive
nonbypassable electricity consumption-based transition charges (the “transition property”)
payable by approximately 2 million individuals, corporations and other entities who purchase
electricity at retail in CenterPoint Houston’s service territory. Transition charges are set and
adjusted to collect amounts expected to be sufficient to pay principal, interest and other required
amounts and charges on a timely basis. See also “Issuing Entity and Capital Structure” and
“Statutory True-up Mechanism for Payment of Scheduled Principal and Interest.”
The transition property securing the Bonds is not a pool of receivables. It consists of all of
CenterPoint Houston’s rights and interests under the Financing Order transferred to us in
connection with the issuance of the Bonds, including the irrevocable right to impose, collect and
receive nonbypassable transition charges and the right to implement the true-up mechanism.
Transition property is a present property right created by the Restructuring Act and the
Financing Order and is protected by the State Pledge described below.

Nonbypassable Transition Charges

The Restructuring Act and the PUCT require the imposition on, and collection of transition
charges from, existing and future retail electric customers located within CenterPoint Houston’s
service territory, regardless of the retail electric provider serving those customers, and even if
those customers choose to operate new on-site generation or the utility goes out of business and
its service area is acquired by another utility or is municipalized, subject to limited exceptions.
The transition charges are applied to retail electric customers individually and are adjusted and
reallocated among all customers as necessary under the statutory true-up mechanism.
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Statutory True-up Mechanism
for Payment of Scheduled
Principal and Interest

The Restructuring Act mandates and the irrevocable Financing Order guarantees that transition
charges on all retail electric customers will be reviewed and adjusted at least annually, and semiannually as necessary, to ensure the expected recovery of amounts sufficient to timely provide
payment of scheduled principal and interest on the Bonds. Pursuant to the Financing Order,
adjustments other than the annual adjustment may be made generally not more than once in any
six-month period. In the Financing Order, the PUCT guarantees that it will act pursuant to the
Financing Order as expressly authorized by the Restructuring Act to ensure that expected
transition charge revenues are sufficient to timely pay scheduled principal and interest on the
Bonds.
There is no “cap” on the level of transition charges that may be imposed on the consumers of
electricity in CenterPoint Houston’s service territory, including the State of Texas and other
governmental entities, to timely pay scheduled principal and interest on the Bonds.
The Financing Order provides that the statutory true-up mechanism and all other obligations of
the State of Texas and the PUCT set forth in the Financing Order are direct, explicit, irrevocable
and unconditional upon issuance of the Bonds, and are legally enforceable against the State of
Texas and the PUCT.

State Pledge

The State of Texas has pledged in the Restructuring Act that it will not take or permit any action
that would impair the value of the transition property, or reduce, alter or impair the transition
charges until the Bonds are fully repaid or discharged, other than specified true-up adjustments
to correct any overcollections or undercollections.

Credit Risk

The Financing Order provides that the broad-base nature of the true-up mechanism and the
pledge by the State of Texas, along with other elements of the Bonds, will serve to minimize, if
not effectively eliminate, for all practical purposes and circumstances, any credit risk associated
with the Bonds ( i.e. , sufficient funds will be available and paid to discharge all principal when
due at final maturity and interest obligations on the Bonds when due). (See the Financing Order,
Finding of Fact 93.)

Tax Treatment

The Bonds will be treated as debt for U.S. federal income tax purposes.

Type of Offering

SEC registered.

ERISA Eligible

Yes, as described in the base prospectus.

Minimum Denomination

$100,000, or integral multiples of $1,000 in excess thereof, except for one Bond of each tranche
which may be of a smaller denomination.

20% International Counterparty Risk
Weighting

Under the standardized approach provided in the framework established by “International
Convergence of Capital Management and Capital Standards: A Revised Framework” (as
amended, “Basel II”), the Bonds may attract a risk weighting of 20% on the basis that the Bonds
are rated in the highest category by a major rating agency. In the alternative, under the
framework established by Basel II, the Bonds may attract the same risk weighting if the Bonds
are considered to be “guaranteed” by a non governmental public sector entity.
If held by financial institutions subject to regulation in countries (other than the United States)
that have adopted and continue to use or permit the use of the 1988 International Convergence of
Capital Measurement and Capital Standards of the Basel Committee on Banking Supervision (as
amended, the “Basel Accord”) for risk weighting, the Bonds may attract the same risk weighting
as “claims on” or “claims guaranteed by” non-central government bodies within the United
States, which are accorded a 20% risk weighting. We note, however, that the analysis under the
Basel Accord may be different
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than that under Basel II.
There is no assurance that the Bonds will attract a 20% risk weighting treatment under any
national law, regulation or policy implementing Basel II, the Basel Accord or any transitional
regime. Investors should consult their regulators before making any investment in the Bonds.
OTHER CONSIDERATIONS
Initial Transition Charge as a
Percent of Customer’s Total Electricity
Bill

The initial transition charge would represent approximately 0.31% of the total bill received by a
1,000 kWh residential customer of the largest retail electric provider in CenterPoint Houston’s
service territory as of December 31, 2007.

Continuing Disclosure

The indenture under which the Bonds will be issued requires all of the periodic reports that we
file with the Securities and Exchange Commission (the “Commission”), the principal transaction
documents and other information concerning the transition charges and security relating to the
Bonds to be posted on the website associated with our parent company, located at
www.centerpointenergy.com .

Relationship to the Series 2001-1 Bonds

In October 2001, CenterPoint Energy Transition Bond Company, LLC (fka Reliant Energy
Transition Bond Company LLC) (“Transition Bond Company I”), a special purpose wholly
owned subsidiary of CenterPoint Houston’s predecessor, issued and sold $749 million of Series
2001-1 Transition Bonds (the “series 2001-1 bonds”) in accordance with a financing order issued
by the PUCT on May 31, 2000. Transition Bond Company I will have no obligations under the
Bonds, and we will have no obligations under the series 2001-1 bonds.
The security pledged to secure the Bonds will be separate from the security that is securing the
series 2001-1 bonds or that would secure any other series of transition bonds.
The outstanding series 2001-1 bonds are currently rated Aaa/AAA/AAA by Moody’s, S&P and
Fitch, respectively.

Relationship to the 2005 Senior Secured
Transition Bonds, Series A

In December 2005, CenterPoint Energy Transition Bond Company II, LLC (“Transition Bond
Company II”), a special purpose wholly owned subsidiary of CenterPoint Houston, issued and
sold $1.851 billion of Senior Secured Transition Bonds, Series A (the “2005 series A bonds”) in
accordance with a financing order issued by the PUCT on March 16, 2005. Transition Bond
Company II will have no obligations under the Bonds, and we will have no obligations under the
2005 series A bonds.
The security pledged to secure the Bonds will be separate from the security that is securing the
2005 series A bonds or that would secure any other series of transition bonds.
The outstanding 2005 series A bonds are currently rated Aaa/AAA/AAA by Moody’s, S&P and
Fitch, respectively.
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Seller, Sponsor and Initial Servicer of the
Transition Property

CenterPoint Houston is a regulated electric transmission and distribution utility wholly-owned
indirectly by CenterPoint Energy, Inc. CenterPoint Houston is engaged in the transmission and
distribution of electric energy in a 5,000 square-mile area of the Texas Gulf Coast that includes
Houston.
CenterPoint Houston, acting as the initial servicer, will service the transition property securing
the Bonds under a servicing agreement with us. Neither CenterPoint Houston nor CenterPoint
Energy, Inc. nor any other affiliate (other than us) is an obligor on the Bonds.

Bookrunners (Listed Alphabetically)

Citigroup Global Markets Inc. and Credit Suisse Securities (USA) LLC

Underwriting Syndicate

Morgan Stanley & Co. Incorporated and DEPFA First Albany Securities LLC

SETTLEMENT
Indenture Trustee

Deutsche Bank Trust Company Americas

Expected Settlement

February

Use of Proceeds

Used to pay the expenses of the issuance and sale of the Bonds and to purchase the transition
property from CenterPoint Houston. In accordance with the Financing Order, CenterPoint
Houston will use the proceeds it receives from the sale of the transition property to reduce its
debt and/or equity and may not use such proceeds for general corporate purposes or commercial
purposes.

More Information

For a complete discussion of the proposed transaction, please read the definitive base prospectus
and the accompanying prospectus supplement when available.

, 2008, settling flat. DTC, Clearstream and Euroclear.

Page 6 of 15

Parties to Transaction and Responsibilities

Flow of Funds to Bondholders

* During the twelve months ended December 31, 2007, approximately 41% of CenterPoint Houston’s total deliveries were to industrial
customers, approximately 27% were to commercial customers and approximately 32% were to residential and other customers.
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Key Questions and Answers on Statutory True-Up Mechanism
Q1: Could the Financing Order be rescinded or altered or the PUCT fail to act to implement the true-up mechanism?
A: No. The Financing Order is irrevocable. The Financing Order provides that the true-up mechanism and all other obligations of the State of
Texas and the PUCT set forth in the Financing Order are direct, explicit, irrevocable and unconditional upon issuance of the Bonds, and are
legally enforceable against the State of Texas and the PUCT.
Q2: Could the Restructuring Act be repealed or altered in a manner that will impair the value of the security or prevent timely repayment of
the Bonds?
A: No. The Restructuring Act provides that the State of Texas cannot take or permit any action that impairs the value of the security or the timely
repayment of the Bonds.
Q3: Are there any circumstances, or any reason, in which the statutory true-up mechanism would not be applied to customer bills, e.g.,
economic recession, temporary power shortages, blackouts, bankruptcy of the parent company?
A: No. Once the Bonds are issued, the provisions of the irrevocable Financing Order that relate to the Bonds (including the statutory true-up
mechanism) are unconditional. If collections differ or are projected to differ from forecasted revenues, regardless of the reason , CenterPoint
Houston is required to submit to the PUCT an adjustment to the transition charges as necessary to ensure expected recovery of amounts
sufficient to provide timely payment of principal and interest on the Bonds. The PUCT will confirm the mathematical accuracy of the
submission and approve the imposition of the adjusted transition charges within 15 days. After this approval, the adjusted charges will
immediately be reflected in the customer’s next bill. Any errors identified by the PUCT will be corrected in the next true-up adjustment.
Q4: Can customers avoid paying transition charges if they switch electricity providers?
A: No. The Restructuring Act provides that the transition charges are nonbypassable. Nonbypassable means that these charges are collected from
existing retail customers of a utility and future retail electric customers located within the utility’s historical certificated service area as it existed
on May 1, 1999, subject to certain limitations specified in the Restructuring Act and the Financing Order. We are generally entitled to collect
transition charges from the retail electric providers serving those customers even if those customers elect to purchase electricity from another
supplier or choose to operate new on-site-generation equipment, or if the utility goes out of business and its service area is acquired by another
utility or is municipalized.
Q5: Is there any cap or limit on the amount of transition charges that may be imposed on any customer in CenterPoint Houston’s service
territory?
A: No. In no event, however, may transition charges be imposed on customers for electricity delivered after the fifteenth anniversary of the date
of issuance of the Bonds.
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Expected Sinking Fund Schedule*

Tranche Size

Tranche A-1
$300,022,000

Tranche A-2
$188,328,000

$
—
$ 20,339,523
$ 12,592,393
$ 16,411,979
$ 13,855,983
$ 17,823,245
$ 15,235,292
$ 19,345,707
$ 16,494,481
$ 20,640,045
$ 17,636,794
$ 21,820,255
$ 18,857,307
$ 23,142,830
$ 20,185,409
$ 24,573,214
$ 21,067,543
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$300,022,000

$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
—
$
544,014
$ 26,112,094
$ 23,151,017
$ 27,822,117
$ 24,897,144
$ 29,687,147
$ 26,743,084
$ 29,371,382
$188,328,000

Date

2/12/2008
2/1/2009
8/1/2009
2/1/2010
8/1/2010
2/1/2011
8/1/2011
2/1/2012
8/1/2012
2/1/2013
8/1/2013
2/1/2014
8/1/2014
2/1/2015
8/1/2015
2/1/2016
8/1/2016
2/1/2017
8/1/2017
2/1/2018
8/1/2018
2/1/2019
8/1/2019
2/1/2020
Total Payments
* Preliminary; subject to change.
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Statutory True-up Mechanism for Payment of Scheduled Principal and Interest
The Restructuring Act mandates and the irrevocable Financing Order requires that transition charges be reviewed and adjusted at least annually,
and semi-annually as necessary, to ensure the expected recovery of amounts sufficient to timely provide payment of scheduled principal and
interest on the Bonds.
The following describes the mechanics for implementing the statutory true-up mechanism. (See also “Key Questions and Answers on Statutory
True-Up Mechanism” on page 8.)
MANDATORY ANNUAL TRUE-UPS FOR PAYMENT OF SCHEDULED PRINCIPAL AND INTEREST
STEP 1:

Each year, CenterPoint Houston computes the total dollar requirement for the Bonds for the coming year, which includes scheduled
principal and interest payments and all other permitted costs of the transaction, adjusted to correct any prior undercollection or
overcollection.

STEP 2:

CenterPoint Houston allocates this total dollar requirement among specific customer classes.

STEP 3:

CenterPoint Houston forecasts consumption by each customer class.

STEP 4:

CenterPoint Houston divides the total dollar requirement for each customer class by the forecasted consumption to determine the
transition charge for that customer class.

STEP 5:

CenterPoint Houston must make a true-up filing with the PUCT, specifying such adjustments to the transition charges as may be
necessary, regardless of the reason for the difference between forecasted and required collections. The PUCT will approve the
adjustment within 15 days and adjustments to the transition charges are reflected in customer bills on the effective date specified by
CenterPoint Houston’s filings.

MANDATORY INTERIM TRUE-UPS FOR PAYMENT OF SCHEDULED PRINCIPAL AND INTEREST
CenterPoint Houston must seek an interim true-up once every six months (or quarterly in the fourteenth and fifteenth years):
(i) if the servicer expects, at the next payment date, more than a 5% variation between (a) the actual principal balance of the Bonds, taking into
account amounts on deposit in the excess funds subaccount, and (b) the expected principal balance on the expected amortization schedule of the
Bonds;
(ii) as needed to meet any rating agency requirement that the Bonds be paid in full at scheduled maturity; or
(iii) to correct any undercollection of transition charges, regardless of cause, in order to assure timely payment of the Bonds based on rating
agency and bondholder considerations.
STABLE AVERAGE LIFE
Severe stress cases on electricity consumption result in minor changes (approximately 2 weeks), if any, in the weighted average lives of each
tranche.

For purposes of preparing the chart above, the following assumptions, among others, have been made: (i) the forecast error stays constant over
the life of the Bonds and is equal to an overestimate of electricity consumption of 5% (4.02 standard deviations from mean) or 15% (9.88
standard deviations from mean) as stated in the chart above, (ii) the Servicer makes timely and accurate filings to true-up the transition charges
semi-annually in years one through thirteen and quarterly in the fourteenth and fifteenth years, (iii) retail electric providers remit all transition
charges 35 days after such charges are billed, (iv) there is no acceleration of the final maturity date of the Bonds, and (v) a permanent loss of all

customers has not occurred. There can be no assurance that the weighted average lives of the various tranches of the Bonds will be as shown
above.
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Glossary
“Transition Charges”

Transition charges are statutorily-created, nonbypassable, consumption-based per kilowatt hour,
per kilowatt or per kilovolt-Amperes charges. Transition charges are irrevocable and payable,
through retail electric providers, by retail electric customers, as long as they continue to use
electricity at any facilities located within CenterPoint Houston’s service territory even if such
electricity is self-generated using new on-site generation, subject to limited exceptions.

“Security”

All assets held by the Indenture Trustee for the benefit of the holders of the Bonds. Our principal
asset securing the Bonds is the transition property. The transition property is not a receivable,
and the principal credit supporting the Bonds is not a pool of receivables. It is the irrevocable
right to impose, collect and receive nonbypassable transition charges and is a present property
right created by the Restructuring Act and the Financing Order, and expressly protected by the
pledge of the State of Texas, not to take or permit any action that would impair its value.

“Principal Payments”

Principal will be paid sequentially. No tranches will receive principal payments until all tranches
with earlier expected maturity dates have been paid in full unless there is an acceleration of the
Bonds following an event of default in which case principal will be paid to all tranches on a prorata basis. Please see “Expected Sinking Fund Schedule.”

“Legal Structure”

The Restructuring Act provides, among other things, that the transition property is a present
property right created pursuant to such Act and the Financing Order. The Financing Order
includes affirmative findings to the effect that (i) the Financing Order is final and not subject to
PUCT rehearing, (ii) our right to collect transition charges is a property right against which
bondholders will have a perfected lien upon execution and delivery of a security agreement and
the filing of notice with the Secretary of State, and (iii) the State of Texas has pledged not to take
or permit any action that would impair the value of the transition property, or, reduce, alter or
impair the transition charges to be imposed, collected and remitted to bondholders, except for the
periodic true-up, until the Bonds have been paid in full. The Financing Order is final and is no
longer subject to further appeal or review by the PUCT or the courts.

“Ratings”

A security rating is not a recommendation to buy, sell or hold securities and may be subject to
revision or withdrawal at any time by the assigning rating agency. No person is obligated to
maintain the rating on any Bond, and, accordingly, there can be no assurance that the ratings
assigned to any tranche of the Bonds upon initial issuance will not be revised or withdrawn by a
rating agency at any time thereafter.
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We and CenterPoint Houston have filed a registration statement (including a prospectus and prospectus supplement) (Registration Nos.
333-147114 and 333-147114-01) with the SEC for the offering to which this communication relates. Before you invest, you should read
the prospectus and prospectus supplement in that registration statement and other documents we have filed with the SEC for more
complete information about us and this offering. You may get these documents for free by visiting EDGAR on the SEC website at
www.sec.gov. You can also obtain copies of the registration statement from the SEC upon payment of prescribed charges, or you can
examine the registration statement free of charge at the SEC’s offices at 100 F Street, N.E., Washington, D.C. 20549. Alternatively, we,
any underwriter or any dealer participating in the offering will arrange to send you the prospectus and prospectus supplement if you
request it by calling toll free at (1-800-221-1037) or (1-877-858-5407).
This Preliminary Term Sheet is not required to contain all information that is required to be included in the prospectus and prospectus
supplement that have been prepared and provided to you for the securities offering to which this Preliminary Term Sheet relates. The prospectus
and prospectus supplement contain material information not contained herein, and the prospective purchasers are referred to the prospectus and
prospectus supplement, including the final prospectus and prospectus supplement. The prospectus and prospectus supplement contain all
material information in respect of the Bonds. This Preliminary Term Sheet is not an offer to sell or a solicitation of an offer to buy these
securities in any state where such offer, solicitation or sale is not permitted.
The information in this Preliminary Term Sheet is preliminary, and may be superseded by an additional term sheet provided to you prior to the
time you enter into a contract of sale. This Preliminary Term Sheet is being delivered to you solely to provide you with information about the
offering of the Bonds referred to herein. The Bonds are being offered when, as and if issued. In particular, you are advised that these securities
are subject to modification or revision (including, among other things, the possibility that one or more tranches of Bonds may be split, combined
or eliminated), at any time prior to the availability of a final prospectus.
Any legends, disclaimers or other notices that may appear at the bottom of the email communication to which this Preliminary Term Sheet is
attached relating to (1) these materials not constituting an offer (or a solicitation of an offer), (2) no representation that these materials are
accurate or complete and may not be updated or (3) these materials possibly being confidential are not applicable to these materials and should
be disregarded to the extent inconsistent with any legends or other information contained herein. Such legends, disclaimers or other notices have
been automatically generated as a result of these materials having been sent via Bloomberg or another system.
Neither the SEC nor any state securities commission has approved or disapproved of the Bonds or determined if this Preliminary Term
Sheet is truthful or complete. Any representation to the contrary is a criminal offense.
Price and availability of the Bonds are subject to change without notice.
Neither the State of Texas nor the PUCT is acting as an agent for us or our affiliates in connection with the proposed transaction.
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OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS
Notice to Residents of Singapore
Each Underwriter acknowledges that this Preliminary Term Sheet has not been registered as a Prospectus with the Monetary Authority of
Singapore. Accordingly, each Underwriter represents, warrants and agrees that it has not offered or sold any Bonds or caused the Bonds to be
made the subject of an invitation for subscription or purchase, and will not offer or sell any Bonds or cause the Bonds to be made the subject of
an invitation for subscription or purchase, and has not circulated or distributed, nor will it circulate or distribute this Preliminary Term Sheet or
any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of Bonds, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”), or any person pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA or
(ii) to a relevant person pursuant to Section 275(1) or any person pursuant to Section 275(1A) of the SFA, and in accordance with the conditions
specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the
SFA.
Where the Bonds are subscribed or purchased under Section 275 by a relevant person which is:
(a)

a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited
investor; or

(b)

a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of the
trust is an individual who is an accredited investor,

Shares, debentures and units of shares and debentures of that corporation or the beneficiaries’ rights and interest (howsoever described) in that
trust shall not be transferred within 6 months after that corporation or that trust has acquired the Bonds pursuant to an offer made under
Section 275 except:
(1)

to an institutional investor (for corporations, under Section 274 of the SFA) or to a relevant person defined in Section 275(2)
of the SFA, or to any person pursuant to an offer that is made on terms that such rights or interest are acquired at a
consideration of not less than $200,000 (or its equivalent in a foreign currency) for each transaction, whether such amount is
to be paid for in cash or by exchange of securities or other assets, and further for corporations, in accordance with the
conditions specified in Section 275 of the SFA;

(2)

where no consideration is or will be given for the transfer; or

(3)

where the transfer is by operation of law the Prospectus relating to the Bonds (“Prospectus”) will, prior to any sale of
securities pursuant to the provisions of Section 106D of the Companies Act (Cap. 50), be lodged, pursuant to said
Section 106D, with the Registrar of Companies in Singapore, which will take no responsibility for its contents. However,
neither this Preliminary Term Sheet nor the Prospectus has been and nor will they be registered as a Prospectus with the
Registrar of Companies in Singapore. Accordingly, the Bonds may not be offered, and neither this Preliminary Term Sheet
nor any other offering document or material relating to the Bonds may be circulated or distributed, directly or indirectly, to
the public or any member of the public in Singapore other than to institutional investors or other persons of the kind specified
in Section 106C and Section 106D of the Companies Act or any other applicable exemption invoked under Division 5A of
Part IV of the Companies Act. The first sale of securities acquired under a Section 106C or Section 106D exemption is subject
to the provisions of Section 106E of the Companies Act.
Notice to Residents of The People’s Republic of China

The Bonds have not been and will not be registered under the Securities Law of the People’s Republic of China (as the same may be amended
from time to time) and are not to be offered or sold to persons within the People’s Republic of China (excluding the Hong Kong and Macau
Special Administrative Regions).
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Notice to Residents of Japan
The Bonds have not been and will not be registered under the Securities and Exchange Law of Japan (the “SEL”), and may not be offered or sold
in Japan or to, or for the account or benefit of, any resident of Japan or to, or for the account or benefit of, any resident of Japan or to others for
re-offering or resale, directly or indirectly, in Japan or to, or for the account or benefit of, any resident of Japan, except pursuant to an exemption
from the registration requirements of, and otherwise in compliance with, the SEL, and in compliance with the other relevant laws and regulations
of Japan. As used in this paragraph, “resident of Japan” means any person resident in Japan, including any corporation or other entity organized
under the laws of Japan.
Notice to Residents of Hong Kong
Each Underwriter has represented and agreed that:
(i) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any Bonds other than (a) to persons whose
ordinary business is to buy or sell shares or debentures (whether as principal or agent); or (b) to professional investors within the meaning of the
Securities and Futures Ordinance (Cap. 571) of the laws of Hong Kong and any rules made thereunder; or (c) in circumstances that do not result
in the document being a “Prospectus” as defined in the Companies Ordinance (Cap. 32) of the laws of Hong Kong or that do not constitute an
offer to the public within the meaning of that Ordinance; and
(ii) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its possession for the purpose of issue,
whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the Bonds, which is directed at, or the contents of
which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other
than with respect to Bonds that are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as defined
under the Securities and Futures Ordinance (Cap. 571) of the laws of Hong Kong and any rules made under that Ordinance.
Notice to Residents of the European Economic Area
In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a “Relevant Member
State”), the Underwriter has represented and agreed that with effect from and including the date on which the Prospectus Directive is
implemented in that Relevant Member State (the “Relevant Implementation Date”) it has not made and will not make an offer of Bonds to the
public in that Relevant Member State prior to the publication of a Prospectus in relation to the Bonds which has been approved by the competent
authority in that Relevant Member State or, where appropriate, approved in another Relevant Member State and notified to the competent
authority in that Relevant Member State, all in accordance with the Prospectus Directive, except that it may, with effect from and including the
Relevant Implementation Date, make an offer of bonds to the public in that Relevant Member State at any time:
(a)

to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated,
whose corporate purpose is solely to invest in securities;

(b)

to any legal entity which has two or more of (i) an average of at least 250 employees during the last financial year; (ii) a total
balance sheet of more than €43,000,000 and (iii) an annual net turnover of more than €50,000,000, as shown in its last annual
or consolidated accounts;

(c)

to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus Directive) subject to
obtaining the prior consent of the Lead Underwriter(s) nominated by the issuing entity for any such offer;

(d)

if the denomination per Note being offered amounts to at least €50,000; or

(e)

in any other circumstances which do not require the publication by the issuing entity of a Prospectus pursuant to Article 3 of
the Prospectus Directive.

For the purposes of this provision, the expression an “offer of bonds to the public” in relation to any Bonds in any Relevant Member State means
the communication in any form and by any means of sufficient information on the terms of the offer and the Bonds to be offered so as to enable
an investor to decide to purchase or subscribe the Bonds, as the same may be varied in that Member State by any measure implementing the
Prospectus Directive in that Member State and the
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expression “Prospectus Directive” means Directive 2003/71/EC and includes any relevant implementing measure in each Relevant Member
State.
Notice to Residents of the United Kingdom
Each Underwriter has represented and agreed that:
(a)

it has only communicated or caused to be communicated and will only communicate or cause to be communicated an
invitation or inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and
Markets Act (the “FSMA”)) received by it in connection with the issue or sale of the Bonds in circumstances in which
Section 21(1) of the FSMA does not apply to the issuing entity; and

(b)

it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to
the Bonds in, from or otherwise involving the United Kingdom.
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