


®  Providing electricity from renewable sources.
We intend to build on our leadership position in
providing electricity from renewable sources by
more than doubling our purchases of wind power
to over 1,500 MW.

® Increasing the efficiency of existing generation
facilities to further reduce CO, emissions.

®  Evaluating the development of a nuclear generation
facility. We plan to develop an application to file
with the Nuclear Regulatory Commission for
licenses to construct and operate up to 3,400 MW
of new nuclear generation capacity in Texas. Nuclear
generation is the lowest emission source of baseload

generation available.

RENEWABLE ENERGY EXPANSION

For more than 30 years, we have financially supported
the development and implementation of renewable
energy resources such as wind and solar power through
a variety of projects and research activities. As a result,
today Luminant is the fifth-largest purchaser of wind-
generated energy in the nation and the leader in Texas.
Our commitment is to double our purchases of wind-
generated energy to over 1,500 MW and maintain
our status as the No. 1 purchaser of this growing
Texas resource.

In 2007, we added 124 MW to our wind portfolio,
bringing our current total to more than 900 MW. We
also operate 4 MW of renewable energy from a facility
fueled by landfill gas. These purchases provide enough
energy to supply the annual requirements of more than
184,000 homes.

RENEWABLE ENERGY PURCHASES
IN MiLLiONS OF MEGAWATT-HOURS
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¢ began mining lignite coal at our Big Brown

Mine near Fairfield, Texas, in 1971. Since then,
operations have been opened at the Winfield, Thermo,
Beckville, Tatum, and Oak Hill mines in northeastern
Texas. Annually, these mines recover approximately 23
million tons of coal for use in our nearby power plants.

Two new mines were added in 2007. A major

environmental permitting initiative was completed in
April 2007 with the approval of the 10,590-acre Kosse
Mine permit application by the Railroad Commission of
Texas (RRC) with wetlands authorization from the U.S.

Army Corps of Engineers. Construction of the mine’s

infrastructure is on schedule to support the new Oak Grove
plant. The 15,809-acre Three Oaks Mine, acquired from
Alcoa and the city of San Antonio in 2007, fuels Sandow 4
and will supply Sandow 5 when this new unit is completed.
Luminant began reclaiming mined land even before
mining regulations required it. We have reclaimed over
63,000 acres, creating a valuable resource base for current
and future users of the land as well as for wildlife. A total
of 28,500 acres of post-mining land has been released
from the financial regulatory obligations required prior to
mining, In 2007, we mined over 1,550 acres and reclaimed
more than 2,360 acres while securing regulatory release

on 200 acres.



TREES PLANTED IN MILLIONS
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TOTAL: 26.4 million trees
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MINING AND RECLAMATION IN ACRES

BIG BROWN MARTIN LAKE MONTICELLO SANDOW TOTAL

MINED 2007 160 921 313 165 1,559
To Date 13,629 25,269 17,250 844 56,992

RECLAIMED 2007 132 1,430 804 0 2,366
To Date 14,872 28,186 20,006 127 63,191

RELEASED 2007 0 117 83 0 200
To Date* 6,792 11,996 9,842 0 28,645

*Includes 15 acres at Twin Oak released in 1998.

2008 TEXAS RECLAMATION AWARD

The Railroad Commission of Texas selected Luminant as the winner of the 2008 Texas Reclamation
Award, the state’s highest honor for quality in reclaimed mined land. Luminant’s entry for the award
competition, “Reforestation. . .Restoring the Woodland Resources,” recognizes the company’s highly

successful mine reforestation program and the practices that have been proven through research, field

trials, and application of sound reclamation and forestry techniques. The awards program is sponsored each year
by the commission’s surface mining and reclamation division. Luminant has been honored with this award on 12
other occasions.




REeFORESTATION AND WETLANDS
Reforestation has been a major focus of our reclamation
program from the beginning. About half of the land
we have reclaimed has also been reforested. With the
development of reliable seedling sources, tree-planting
techniques, and forestry maintenance practices, quality
reforestation has increased significantly in recent years.
Today, about 60 percent of the acres reclaimed each year
is being reforested. We have planted over 26 million
trees since 1975, with more than 1.6 million planted
in 2007 alone.

The Texas Forest Service and the Texas Forestry

Association have recognized our reforested reclamation

WETLANDS MITIGATION ToO DATE

CATEGORY ACRES
Forested wetlands 353
Forested wetlands enhancement 41
Potential forested wetlands 289
Non-forested wetlands 1,026
Ponds 2,543
Stream channels 176
TOTAL 4,428
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areas as a certified Tree Farm since 1996. We also observe
recommendations from the American Tree Farm System,
a nationwide program of the American Forest Council.
The council encourages private forest owners to manage
forests for continuous tree production, with planned
benefits to wildlife habitat, watershed protection, and
outdoor recreation. We continually seek new ways to
improve the quality of our reforestation efforts through
research, field trials, and application of improved
techniques in the reclamation process. This emphasis on
innovation has led to a program widely recognized as

a model for success. Our practices and procedures are
readily available and often directly applicable to benefit
other mine reforestation efforts across the nation.

We also participate in a federal program to create
and enhance wetlands. These efforts help mitigate the
impact of mining on wetlands and other waters. We have
created or enhanced more than 4,400 acres of wetlands,

ponds, and stream channels.

WILDLIFE AND FISHERIES

During the summer of 1997, the interior least tern
(Sterna antillarum athalassos), the smallest North
American tern and an endangered bird, was observed

nesting at our Big Brown Mine. Some mined areas in




various stages of reclamation offer an environment that
is attractive to this species for nesting habitat. Dams,
reservoirs, recreational activities, and other changes

to river systems have eliminated most of the terns’
historic habitat.

After that first nesting season, we formed a
partnership with wildlife professionals from the Texas
Parks and Wildlife Department (TPWD), RRC, U.S.
Fish & Wildlife Service, and Texas A&M University
to develop a management plan for the species’ habitat
needs on our property. Today, the interior least
tern continues to be a summer resident at Big Brown.

Luminant and the TPWD are also working together

to advance fisheries research. A partnership arrangement

that involves several lakes constructed by our mine
reclamation program has added a very valuable and
necessary component to the state’s selective breeding
program for largemouth bass. The research project will
attempt to determine if fast growth rate and larger
maximum size are heritable traits in largemouth bass
and if these traits can be amplified through a selective
breeding program. The lakes provide a controlled study
environment of significant size where various genetic
lines can be stocked and monitored for long-term
growth. The lakes, selected prior to impoundment, also
provide an opportunity to evaluate the effectiveness
of pre-impoundment management strategies such as the
introduction of desired aquatic vegetation.

These projects are great examples of how private

industry and public entities can work together to

advance conservation .
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TOMORROW'S WOODLANDS

BEGIN WITH
TODAY’S A|CT10N5

Until 1974, little was known about mined land
reclamation in East Texas. Studies completed that year
under the Luminant Environmental Research Program
demonstrated the potential for reforestation success on
post-mine soils. Since then, eight related studies have
helped shape a reforestation process that has become
a crucial part of Luminant’s reclamation program.

Luminant’s program, which aims to reforest about

60 percent of the acres reclaimed each year, has

two main objectives — to develop wildlife habitat and
establish commercial stands of pine timber. Habitat
destruction and degradation and the spread of invasive
and non-native species are the leading threats to
Texas wildlife. Luminant strives to offset this trend

by developing wildlife habitat with high-quality food
sources and cover. Partnerships with local nurseries
have dramatically increased the availability of tree
species needed for developing wildlife habitat. Where
availability was once limited to only a handful of
species, Luminant now plants more than 30 kinds

of trees.

Commercial forestry aims to renew an important
natural resource that will contribute to the local
economy for years. Annual removal of soft woods

on family forested lands exceeds annual growth.
Luminant’s program attempts to alleviate the shortfall.
Although loblolly pine is the primary species used
for commercial timber stands, Luminant is also
reestablishing the region’s longleaf pine ecosystem,
which was virtually destroyed by logging in the early
1900s. Longleaf pine forests can be commercially
profitable and provide excellent wildlife habitat,
biodiversity, and recreation.

Reforesting mined lands can help meet the needs of
a growing human population and enhance wildlife
habitat. Forests provide long-term watershed
protection and improve water quality. Trees also
capture CO,, a contributor to global climate change.
Where suitable overburden materials are present

and proper mining, reclamation, and reforestation
techniques are used, Luminant’s reclamation program
sustains forests, which reach forward into the future.




2007 RecycLING IN POUNDS

MATERIAL QUANTITY
Antifreeze 215,468
Batteries, lead acid 24,090
Coal combustion byproducts ~ 3,850,314,000
Drained electrical equipment 3,103
Plastic 4,680
Fuel oil 979,000
Lubricating oil 2,660,220
Mill-wrap pipe 35,000
Oil filters 160,520
Refrigerant 40
Paper and aluminum 213,240
PCB oil 37,216
Petroleum-contaminated water 407,656
Scrap drums, metal 41,320
Tires 252,982
Transformer oil 204,000
Universal waste, lighting waste 21,855
Metal scrap 13,448,855
TOTAL 3,869,023,245

WASTE REDUCTION

AND RECYCLING Coar ComBUSTION ByPrODUCT

ur programs to reduce chemical use, replace SALES HisTORY

O hazardous substances with nonhazardous IN BiLions OF PounDs

substances, and minimize and reuse materials continue 4

to pay major environmental dividends. The reuse , ”TOTAL SINCE 1986: 34.5 billion pounds

of materials decreases energy costs, reduces carbon

emissions, and saves landfill space. We track and 2y

report the annual generation and disposal of hazardous 1
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waste from our facilities and operations as part of our
pollution-prevention practices. Understanding how and
where hazardous waste streams are produced helps to
develop programs to eliminate or reduce these quantities. RecycLING TOTALS

Fewer activities in 2007 generated hazardous waste IN BirtioNs OF PouNDs*

compared to previous years, resulting in disposal of 2.9

tons, a significant reduction from 2006. ' TOTAL SINCE 1993: 30.8 billion pounds

RecycLing ResuLts

In 2007, we recycled almost four billion pounds of used
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materials, a slight decrease from 2006. Since 1993, when i EESESESN
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#2007 includes Luminant-only recycling totals; 1993-2006

totals reflect systemwide recycling.




recycling tracking began, we have recycled almost 31
billion pounds of materials. Coal combustion byproducts
— fly ash, bottom ash, and flue-gas desulfurization

sludge — from our Big Brown, Monticello, Martin Lake,
and Sandow generating plants accounted for the largest
individual quantity of materials recycled during 2007, as
they have for the past 14 years. These products are used
by the roofing, concrete, and carpet industries as well as

in oil-field projects and for road paving,

WATER
A I the water used at our generating plants, mines,
and other facilities is monitored, treated if

necessary, and then released to ensure outstanding water

quality and compliance with state and federal regulations.

Such an exemplary record comes from maintaining

good housekeeping practices and intense scrutiny of

all chemicals used at power plants that could affect the
quality of the discharge waters.

BiomonITORING
One of the ways we ensure protection of the
environment is by conducting biological monitoring
of water released from our power plants. In biological
monitoring, or biomonitoring, water fleas and fathead
minnows are placed in water collected from power plant
discharges. These organisms are kept in the water for one
to seven days while their survival, reproduction, and/or
growth are measured.

Since the inception of the biomonitoring program
in 1989, 1,928 tests have been performed, including 126
during 2007. No failures occurred in 2007, resulting in

100 percent compliance in biomonitoring. In more than

18 years of testing, only 13 failures have occurred.




REPORTING, PERMITTING,
AND RESEARCH

ompliance with all environmental laws and
Cregulations remains the cornerstone of our
environmental efforts. Our regulated emissions and
discharges are in compliance with all applicable state
and federal laws and regulations. While monitoring,
verifying, and maintaining compliance are challenging,
they are the tools we employ every day to go above
and beyond what is required.

The combination of hard work, professionalism,
and commitment of employees is the foundation of our
exemplary compliance with complex environmental
regulations. Employees conduct self-checks at their
workplaces, and corporate services personnel conduct
regular compliance assistance visits. These visits involve
on-site review for air quality, water management, water
quality, monitoring of drinking water, and pollution
prevention. The visitation program covers all our power
plants and mines as well as fuel, operating support, and

laboratory facilities.

REPORTING AND PERMITTING
In 2007, we created over 7,200 separate reports for a
variety of government agencies and for record-keeping

purposes. These documents included reports on air

2007 REGULATORY REPORTING

CATEGORY NUMBER OF REPORTS
State agencies 3,589
Federal agencies 2,501
Reports for permanent records 1,152
TOTAL 7,242

emissions and water discharges as well as reclamation
and mining reports. Obtaining, modifying, and renewing

environmental permits are critical efforts each year.

EnvirRonmENTAL EbucaTioNaL OUTREACH

Educational outreach has been an essential part of

our philosophy since our first coal-fueled power plant
began operation almost four decades ago. The Luminant
Environmental Research Program, a unique educational
and research partnership with Texas universities,

is the foundation of our research and educational




INVESTING F ODAY AND
THE NEXT RATION

The most valuable resource at Luminant is not its
equipment, facilities, or fuel. It is the people who make
the plants and mines work for the benefit of Texans.

In 2007, Luminant increased its investment in the
people responsible for the company’s success today
and the high performance of tomorrow. In conjunction
with Tyler Junior College and the Tyler Economic
Development Council, Luminant formed the Luminant
Academy. This state-of-the-art training facility provides
technical, leadership, and management training to
power generation, mining, and construction teams. The
partnership is further improving the current workforce’s
skills and capabilities, while helping to recruit and train
the next generation of company employees. Luminant’s
vision is that today’s high-performing employees and
the staff that comes on board tomorrow will continue to
set the industry standard in operational excellence and
add to Luminant’s competitive advantage.

programs. Our educational outreach also includes
environmental workshops for public school teachers,
where representatives of regulatory agencies, the energy
industry, and environmental organizations present
information in an unbiased climate. Our educational The academy held opening-day classes at the new
programs are estimated to have reached more than facility in March 2008, marking the beginning of
700,000 students. an 18-week session for the center’s first group of
students. The $1.7 million facility is located inside
the college’s skills-training center. Luminant also
constructed a two-story, 24,000-square-foot training
facility. In addition to classrooms and training labs,
high-fidelity boiler simulators imitate the actual
operation of Luminant power plants. The building
construction achieved a Leadership in Energy and
Environmental Design (LEED) Green Building Rating
System™ certification level from the U.S. Green
Building Council.

The curriculum is taught by a staff of 10 employees
and outside trainers and instructors. Besides delivering
quality instruction, the academy is employing Tyler
residents and pumping money into the community.

Tk : Luminant is pleased to be a major contributor to
off 5 1 .
8- the Tyler economy and the economies of other
' : communities where the company operates.
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LumiNANT ENVIRONMENTAL RESEARCH PROGRAM

The centerpiece of our educational and research
partnerships is the Luminant Environmental Research
Program, with its research center at our Big Brown coal
mine and generating facility. In 1971, we began this
unique research program to study the then little-known
effects on the environment of mining lignite coal and
using it to generate electricity. With financial support
from Luminant, an independent steering committee

of environmental experts approves research topics

for top graduate students and determines publication
of the results. Over the past 37 years, the committee
has designated more than $4.6 million provided by

Luminant to fund research by 122 graduate students.

TeAcHER-EDUCATION SUMMER PROGRAMS
Luminant’s successful teacher-education summer
programs are in partnership with the University of Texas

at Arlington (UTA), Stephen F. Austin State

University (SFA), and the Texas Mining and Reclamation
Association (TMRA), a trade association for the surface-
mining industry. These workshops provide a way

for elementary through high school science teachers

to understand the inextricable link between the energy
needs of humans and the environment, focusing
specifically on issues of energy development. A highlight
of the UTA Environmental Education Summer Institute
workshop is a five-day stay at our Big Brown Conference

Center where teachers experience hands-on activities,




including tours of the power plant, mine,
and reclaimed areas. Fourteen teachers
representing 12 school districts throughout
the Dallas-Fort Worth area attended the
2007 workshop. Since 1995, more than
200 teachers from 40 school districts
have participated.
The summer environmental workshop
sponsored by Luminant and TMRA is a
five-day workshop similar in format to the
UTA program. It is open to elementary
and secondary school teachers and is
coordinated by TMRA’s director of education with
the assistance of mining personnel and the Texas A&M
University Extension Service. Twenty-two teachers
from 19 different school districts attended the TMRA

workshop at Big Brown in 2007.

The first annual summer institute at SFA was held
in 2007 in Longview, Texas. This program is a two-week,
graduate-level workshop for elementary, junior high, and
high school science teachers from the East Texas area.

The program includes field trips to Caddo Lake, the East

Texas Oil Museum, the SFA native plant center, and our
Martin Lake power plant and mines. Thirteen teachers

from 13 school districts attended the 2007 premiere.

SUMMER INTERNSHIPS

Since 1992, we have worked with the business
community and the TCEQ to provide summer work
opportunities for more than 40 minority, female, and
financially disadvantaged college students, including
three in 2007, under the Mickey Leland Environmental

Intern Program.

TOP ENERGY EDUCATION AWARD

In 2007, Luminant was honored with the American Coal Council’s Excellence Award in the Advancement

of Energy Education as well as Honorable Mention for Excellence in Public Service or Community

Development. These awards recognize industry participants who have done an exceptional job e ——————
of providing benefits to energy-based education programs, developing and transmitting public

information on the energy industry, and improving their local communities.




AWARDS AND RECOGNITION
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l uminant has received many awards, including more
than 140 for environmental excellence. These

are the major honors received in 2007 and the first

half of 2008:

American Coat CounciL:

Excellence in the Advancement of Energy
Education Award (top award) and Honorable
Mention for Excellence in Public Service or

Community Development.

ELecTRIC PoweR RESEARCH INSTITUTE:
Technology Transfer Award for mercury controls

and demonstration.

RaiLRoAD CommisSIoN OF TEXAS:
Texas Reclamation Award (13th time Luminant has been

honored with this award).

Powper River Basin Goal Users Group:
Plant of the Year, awarded to the Big Brown power plant

for best practices and best available technologies.

NortH Texas CLEAN AR COALITION:

Best Workplaces for Commuters award.

NorTH CENTRAL Texas CounciL oF GOVERNMENTS:
WWW. tryparkingit. com/ Employer Award.

TEXAS SHINGO PRIZE, ADMINISTERED BY THE TEXAS MANUFACTURING
AssISTANCE CENTER, UNIVERSITY OF TEXAS AT ARLINGTON:

Silver and Bronze Medallions, awarded to the

Martin Lake and Comanche Peak power plants for

operational excellence.

Unimep Way oF MEetropoLITAN DALLAS:

Pacesetter of the Year for Large Companies and
Outstanding Campaign Growth Pacesetter Award.
These awards were won in participation with EFH

and its other businesses.

Women’s BusiNess ENTERPRISE NATIONAL COUNCIL:
America’s Top Corporations for Women Business

Enterprises (ninth straight year). This award was won

in participation with EFH and its other businesses.
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LUMINANT POWER PLANTS AND MINES

Including simple-cycle combustion turbines (CTs), combined-cycle combustion turbines (CCCTs), and diesel generators. As of July 1, 2008.

NAME UNITS CAPACITY COUNTY
NUCLEAR (Megawatts)

Comanche Peak 2 2,300 Somervell
COAL

Big Brown 2 1,150 Freestone

Mine — Big Brown

Monticello 3 1,880 Titus
Mines — Thermo, Winfield

Martin Lake 3 2,250 Rusk
Mines — Beckville, Oak Hill, Tatum

Sandow 4 1,138 Milam
Mine — Three Oaks

Oak Grove 2? 1,600 Robertson

Mine — Kosse

NATURAL GAS

Collin 1 153 Collin

DeCordova 1 1,078 Hood
4 CTs

Eagle Mountain 3} 665 Tarrant

'Includes one unit under construction with expected startup in 2009.
*Under construction. Unit 1 scheduled for startup in 2009, Unit 2 in 2010.




NAME UNITS CAPACITY LOCATION
NATURAL GAS (continued) B oatte)

Graham 2 630 Young
Lake C;eek 2 | 323 McLennan
Lake Hubbard 2 921 Dallas
Morgan Creck 2 1,076 Mitchell

6 CTs
North ;ake 3 715 Dallas
Permia; Basin 2 980 Ward

5 CTs
Stryker éreek 2 685 Cherokee
Sweetv;ater 1 CCCT 252 Nolan
Tradinéhouse 2 1,383 McLennan
Trinidad 1 244 Henderson
Valley 7 3 940 Fannin
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