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NRG Energy Inc. 

Major Rating Factors 
Strengths: 
• A substantially hedged baseload fleet for the next few years provid~s 

positive free cash flow. 

• Hedges position NRG Energy Inc. well to ride out the current merchant 

downturn. 

• Significant de-leveraging is expected, through the mandatory 50% cash 

sweep. 

• Texas retail business has performed well and mitigates gas price exposure. 

• The generation fleet has a strong and improving operating record. 

• Positive free cash flow and adequate financial ratios are expected for the 

next few years, even under our low gas price assumptions. 

• Liquidity is strong. 

Weaknesses: 
• Longer-term cash flow exposure to U.S. merchant power market risks; 

• Much more uncertain prospects for tightening reserve margins; 

• Operational and counterparty credit risks that arise from a highly hedged fleet; 

• A relatively leveraged balance sheet that leads to an "aggressive" financial profile; 

• Aggressive growth plans, both organic and through acquisitions; and 

• Carbon legislation risk that is not currently factored into the rating. 

Rationale 

Corporate Credit Rating 

On Aug. 17,2010, Standard & Poorls Ratings Services affirmed its 'BB-' corporate credit rating and aU issue ratings 

on NRG Energy Inc. The outlook is stable. In addition, we assigned our 'BB-' rating to the company's proposed 

$750 million senior bond issue (since upsized to $1.1 bi!) to finance the acquisition of 3.8 GW of gas-fired assets 

from Dynegy. The bonds were assigned a '3' recovery rating, indicating our expectation of meaningfl,11 (50%-70%) 

recovery of principal in the event of a payment default. 

The 'BB-' corporate credit rating on NRG Energy Inc. (NRG) reflects the company's fundamental exposure to 

volatile commodity markets, balanced by a substantially hedged baseload fleet for the next few years that provides 

cash flow stability and that has allowed NRG to weather the current merchant downturn better than other 

independent power producers. NRG's hedges, strong fleetwide operations, and the presence of Reliant Energy, 

whose retail business is somewhat countercyclical to wholesale generation and which has performed strongly since 

its acquisition, combine to give the company a "fair" business risk profile. We expect NRG to be free cash flow 

positive for the next few years, even under our conservative merchant price deck scenario that uses low market heat 

rates and gas prices of $5.50 per million Btu in 2012 and beyond for NRG's unhedged generation. 

NRG Energy Inc is a wholesale power generator that owns 29,315 MW of nuclear, fossil, and renewable generation 

in Texas, South Central, California, and the Northeast. NRq also serves 1.6 million retail electric customers in 
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Texas. NRG has a major presence in the Texas power market. Pro forma for the Dynegy asset acquisition, NRG is 

expected to have $10.8 billion of debt, as adjusted by Standard & Poor's to include operating leases and unfunded 

pension obligations. 

We see NRG's growth strategy as having three objectives: to reduce carbon intensity, to increase scale and diversity, 

and to reduce the volatility of cash flows to gas prices. This last objective in particular, if successful, could result in a 

substantial reduction in NRG's business risk. To further this objective, we expect NRG to seek to develop or acquire 

assets with cash flows independent of, or significantIy mitigated from, ga's price volatility. Such assets could include 

projects with long-term con~racts including gas-fired generation, nuclear, and renewables; retail power supply 

businesses; and future businesses with a service-like component such as NRG Thermal, the smart grid, and electric 

cars. 

The key challenge for NRG's management will be to finance this growth strategy in light of conunodity markets that 

may remain weak. The trade-off between growth (whether acquisition-driven or greenfield/brownfield), the strength 

of operating cash flows, and management's desire to also return capital to shareholders will be the key determinants 

of credit quality over the medium term. Pricey acquisitions will make this trade-off that mu~h more difficult and 

may affect credit quality. In our opinion, the combined-cycle plants acquired from Dynegy are much more 

"aggressively valued" than other acquisitions in the past. In our opinion, the California peakers are worth only 

about $100 per kilowatt (kW), which implies a valuation of around $800 per kW for the Moss Landing and Casco 

Bay plants. 

We also note that the planned South Texas Project 3 and 4 nuclear project expansion has not been factored the into 

NRG's financial profile, due to the uncertainty over the timing of the Department of Energy loan guarantee as well 

as the extent of NRG's ownership in the project, which would determine equity capital calls. Some debt will be 

imputed onto NRG's books from the STP project, given NRG's strategic interest. However, it would be less than 

NRG's proportional share of the project, given the loan guarantee. 

We expect financial metcics to be adequate for the rating over the next few years, supported by hedged cash flow 

and expectations for debt paydown through the 50% cash sweep provision. Financial performance in 2009 was 

strong, with adjusted funds from operations (FFO) interest coverage and FFO to debt at 3.9x and 24.5%, 

respectively. Under our conservative merchant price deck, which we use to benchmark peers within the industry, 

FFO interest coverage and FFO to debt stay around 2.5x and 11 %-12% until 2012, after which they decline to 2x 

and 10%, as the portfolio is largely unhedged. NRG has strong free cash flows of over $500 mi11ion annually even 

under the merchant price deck. These ratios incorporate no debt paydown other than the 50% cash sweep 

requirement and the assumption that lenders will take all the cash that they are offered. 

NRG's leverage, as measured by total debt to capital, .can be somewhat misleading due to the change in the 

mark-to-market value of hedges, in which they are reflected in equity through comprehensive income. Leverage as 

measured on a dollar-per-kW basis is more meaningful. This figure stood at about $385 per kW as of Dec. 31,2009 

(per our adjustments), imputing all debt to the generation business and none to Reliant Energy. Leverage will 

improve as the company sweeps cash to pay down debt, to about $320 per kW in the base case and $350 per kW 

under the price deck, both consistent with expectations for the rating. 

Liquidity 
NRG's liquidity is "adequate." NRG has sufficient sources of liquidity to more than cover its liquidity needs over 

the next 12-24 months, even in the event of moderate, unforeseen EBI1DA declines. Cash sources include cash on 
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hand of $2.2 billion as of June 30, 2010, FFO of about $1.3 billion for 2011, proceeds of the planned $750 million 

note offering (which will close now; the acquisition closes at the end of the year), and NRG's letter of credit (LaC) 

and revolving credit facilities. Key uses include $1.93 billion for the Dynegy and Cottonwood acquisitions, debt 

maturities of $632 million in 2011, including the cash sweep, and planned capital spending of $537 million for 

2011. 

In accordance with key quantitative measures in "Methodology and Assumptions: Standard & Poor"s Standardizes 

Liquidity Descriptors For Global Corporate Issuers," published July 2, 2010, -on RatingsDirect on the Global Credit 

Portal, relevant aspects of NRG's liquidity are as follows: 

• NRG's ratio of sources to uses is about 1.5x, substantially more than the 1.2x required for the "adequate" 

liquidity category, and sources exceed uses even with a 20% decline in EBITDA. 

• NRG's ability to use "right-way risk" asset pledges to collateralize counterparties in lieu of cash or LOCs 

significantly mitigates liquidity risks arising from commodity price volatility. 

• EBITDA cushion -in NRG's covenants exceeds 50%. 

• NRG has a generally satisfacto~ standing in credit markets, with bond and credit default swap spreads being 

consistently narrower than those of its peers. 

• Management has been prudent about liquidity, maintaining substantial cash balances in addition to unused bank 

lines and right-way risk facilities during the last two years. 

Recovery analysis 
Standard & Poor's default scenario incorporates our low gas price and market heat rate assumptions, and assumes 

that NRG does not add to the hedges that are in place given the low market prices. In general, we endeavor to create 

default scenarios that cause a clear debt service payment default at the company. Given NRG's highly hedged 

profile, such a scenario will arise only if we assume major operating problems at its large generation plants. 

However, we consider it more likely that a sharp and sustained downturn in commodity prices may make lenders 

unwilling to refinance NRG's loans at maturity, thereby causing the company to default. Thus, our default scenario 

here is a refinancing default in 2013, when the term loans mature. Although the refinancing risk will be small, we 

assume that lenders will be dissuaded by the $1.2 billion in unsecured notes maturing in 2014. 

At the time of default, we expect about $1.1.8 billion to be outstanding under NRG's secured term loan, $6.5 billion 

of unsecured bonds (including the $1.1 bill issued to finance the Dynegy acquisition); $190 million Indian River 

tax-exempt bonds and $58 million under the Dunkirk financing. (We assume that NRG's $251 million debt related 

to NRG Peaker Finance Co. LLC will not be a liability of the bankruptcy estate. This is because that debt is 

guaranteed by Assured Guaranty Mutual Corp., and that guarantee is likely to be exercised well before the 2013 

default date.) We conservatively assume the entire $875 million revolving facility to be outstanding despite the lack 

of hedges. However, NRG wiH not have amounts outsta.nding under its synthetic LOC facility, given that it is 

cash-backed. 

Even under our merchant price deck, NRG's existing hedges will allow it to generate substantial cash flow and pay 

down debt until 2012. We calculate NRG's enterprise value using a discounted cash flow methodology, assuming 

that 2013 cash flow expectations would continue to grow at 2% a year. We also assume annual capital expenditures 

of $250 million. 

Our discounted cash flow (DCF) valuation yields an enterprise value of $7.34 billion. A discrete asset valuation 

using dolJar-per-kW multiples for the assets yields a significantly higher value of $7.9 billion. We note that four 
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assets accounted for $7.2 billion of this value, even when valued conservatively. This includes South Texas Project at 

$2,500 per kW', and W.A. Parish, Limestone, and Big Cajun at $750 per kW each. That the four major assets alone, 

even when valued conservatively, provide a value almost equal to our DCF valuation for the entire firm provides us 

comfort that evaluating recovery based on the DCF valuation will yield a very conservative recovery expectation. 

We provide no creditto cash on the balance sheet at the end of 2012. 

Under the above assumptions, we calculate a 291 % recovery for the NRG term loan and revolving facility, after 

adjusting for six months' pre-petition interest and administrative expenses equal to 5% of the value of the estate. 

This leads to a recovery rating of '1', indicating our expectation of very high (90%-100%) recovery of principal in 

the event of a payment default. At this level, secured debt is rated two notches above the 'BB-' corporate credit 

rating. 

We estimated recovery on unsecured debt after providing for the pay~ent of all secured obligations, six months' 

pre-petition interest on the unsecured debt, and assuming zero nondebt unsecured claims (such as rejected operating 

leases, pensions, and indemnities or guarantees). Our analysis leads to a recovery of 68% for the unsecured notes, 

leading to a recovery rating of '3', indicating our expectation of meaningful (50%-70%) recovery of principal in the 

event of a payment default. 
, 

Had NRG issued only $750 million in unsecured notes instead of $1.1 billion, recovery would have been over 70% 

(indicating a recovery rating of '2' and a rating one notch above the 'BB-' corporate credit rating). However, we 

assigned only a recovery score of '3' and a rating of 'BB-' on Aug. 17,2010, arguing that as a 'BB' category credit 

moves toward default, changes are likely to occur in the capital structure and unsecured debt could be superseded by 

more secured debt or diluted by If.1ore unsecured debt. This is exactly what happened, well before any corporate 

distress. Thus, although we assume no change in capital structure for our recovery analysis, some leeway does exist 

when considering companies rated in the 'BB' category. 

Outlook 
The stable outlook reflects the highly hedged nature of NRG's generation, steady operating performance, and OUf 

expectations that NRG will balance growth plans and a desire to return capital to shareholders with the company's 

cash flows. We believe a downgrade is much more likely than an upgrade, given the challenges of low commodity 

prices and aggressive growth plans. FFO interest coverage and FFO to debt that are consistently bel9w 2x and 10% 

would likely be a trigger for downward rating movement. Upside potential is very limited, given current merchant 

market conditions and NRG's growth plans. 

Business Risk Profile 
NRG has a "fair" business risk profile, while the rest of the IPP sector is generally "weak" or "vulnerable." Key 

strengths that support NRG's stronger business risk profile are: 

• A long-term hedging program, most of which was executed at high prices, and which provides NRG with positive 

free cash flows for the next few years. 

• Reliant Energy, the retail business of which is somewhat countercyclical to wholesale generation and which has 

performed strongly since its acquisition (Reliant provides a natural long-term hedge for NRG's Texas generation, 

and together the two constitute over 75% of NRG's EBITDA); 
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• NRG's position as a nuclear and coal-fired generator in a gas-on-the-margin Texas power market that also 

continues to grow better than the rest of the country. 

• No major capital expenditure requirements on coal plants for S02, NOx, and Mercury. 

Growth strategy is aimed at transforming business profile 
With its significant free cash flow, NRG's management has embarked on a spree of acquisitions and investments 

that are aimed at transforming the company's business profile. Major initiatives thus far include the STP nuclear 

project expansion; the acquisition of Reliant Energy; NRG wind (445 MW) and NRG solar (project pipeline of over 

1,000 MW); the Dynegy and Cottonwood asset acquisition; and repowering projects in California and Connecticut. 

The strategy has three aspects to it: 

• Reduce carbon intensity, given NRG's substantial coal expo~ure. 
• Improve scale and diversity: NRG seeks to expand outside of Texas to reduce concentration and to acquire 

efficient mid-merit assets that it Jacks in its portfolio. 

• Diversify cash flows away from dependence on gas prices: Given the commodity price declines in the last two 

years and the volatility of the past several years, a key focus of NRG's management is to reduce direct commodity 

dependence of its cash flows. Hedges have been an enormous benefit, but the long-term strategy is to develop or 

acquire assets with cash flows independent of, or significantly mitigated from, gas price volatility. Such assets 

could include power projects with long-term contracts (gas, nuclear, or renewables); retail power supply 

businesses; and future businesses with a services component such as NRG Thermal, the smart grid, and electric 

cars. 

These acquisitions, if well executed, couJd reduce business risk significantly. The key challenge for NRG's 

management wiU be to finance this growth strategy in light of commodity markets that may remain weak. The 

trade-off between growth, the strength of operating cash flows, and management's desire to also return capital to 

shareholders will be the key determinants of credit quality over the medium term. Pricey acquisitions will make this 

trade-off that much more difficult and may affect credit quality. In our view, NRG's track record on this front has 

been strong, especially the Reliant Energy acquisition for $286 million in June 2009, which has already earned over 

$1 billion of EBITDA for NRG thus far. However, the combined-cycle plants acquired from Dynegy are much more 

"aggressively valued" than past acquisitions. We think the California peakers are worth only about $100 per 

kilowatt (kW), which implies a valuation of around $800 per kW for the Moss Landing and Casco Bay plants. 

More aggressive acquisitions such as this will likely endanger credit quality. 

Hedges and Reliant Energy support wholesale performance 
The past two years have underscored the exposure of U.S~ unregulated merchant power generators to liquidity and 

commodity price risks. Some key factors that contributed to a strong merchant power sector outlook in earlier years 

are still present, such as the high cost of constructing power plants, difficulty in permitting new fossil fuel assets, 

volatility in fuel prices, and transmission congestion. However, the recession has not only crushed natural gas prices, 

but has also pushed out prospects for reserve margin tightening by several years. 

Spot gas prices have rebounded since first-quarter 2010, but forwards have dropped 
Natural gas prices fell sharply in the first quarter and remain low, although they have risen up from the low points 

of late March, as shown in chart 1. 
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NRC Energy Inc. 

Spot dark spreads have thus improved in the last few months, but the same cannot be said of forward dark spreads. 

As the natural gas forward curves below indicate, the back-end of the forward curve has flattened even since the first 

q~arter of this year, as shown in chart 2. The decline has been more pronounced over the last 12 months. The 2013 

strip in the current forward curve has declined to about $5.90 per million Btu (mmBtu) from about $7.50 per 

mmBtu in June 2009. Term dark spreads have likely fallen over the past year. Natural gas prices are expected to 

remain under pressure, mainly from the dramatic increase in shale gas production but also from weak demand 

conditions arising from expectations of continued weak economic growth, although short-term price volatility can 

always occur from supply disruptions or weather conditions. 
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Chart 2 
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Partial mitigants exist in NRG's fuel exposure and Texas market conditions 

Oc 
t-
12 

The nature of NRG's coal exposure as well as power market conditions in Texas are partial mitigants of the 

merchant exposure. Ninety-six percent of NRG's coal is PRB or mine-mouth Lignite. Although PRS coal itself has 

been more stable in pricing than eastern coal, NRG uses PRB 8400 coal as opposed to the more popular 8800 

Btu-per-pound heat content coal, which has risen more this year than 8400 coal. Again, we note that although this 

may he a partial mitigant, the main driver of the dark spreads are gas prices and heat rates, both of which have 

declined and which will affect NRG's unhedged margins in the next few years. 

The Texas economy has weathered the downturn better than most parts of the country, implying that power 

markets have dropped less than elsewhere. The 2008-2009 period was the first instance when power demand 

dropped for two years in a row in the U.S., by 1.6% and 4%, respectively. However, EReOT demand grew 0.2 % 

and negative 1.6% in 2008 and 2009. This outperformance has continued in 2010 as well in Texas. An ERCOT 

study of demand-supply conditions indicates reserve margins of 17% in 2011 and 12% (the target minimum) by 

2015, certainly more than was expected a few years ago but better than in most areas of the country. HoweVer, as 

economic growth has stumbled in recent months, heat rate recovery may be postponed for a longer period because it 

tends to lag any growth or deterioration in the economy. If heat rates worsen, NRG's gas-for-power hedges will be 

less effective. We assess vulnerability to this risk under our merchant price deck, which imposes both low gas prices 

and heat rates. 
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Hedges provide substantial support through 2012, but point to weakness beyond 
NRG's baseload generation is now hedged 117%, 73%,50%, and 30% for each successive year of the 2010-2013 

period. If both market conditions and the economy improve in that time frame, the hedges will effectively have 

insulated NRG from the full impact of lower gas and power prices. Most of these hedges were put in place at 

relatively high prices prevalent until second-quarter 2008, which is why NRG is -expected to be free cash flow 

positive for the next few years even under our merchant price deck. Beginning 2013, absent a market recovery, 

NRG's cash flows will sharply decline, with the fall being accentuated by the high-priced hedges in place. 

Reliant is a significant long-term benefit, but may be at the top of its cycle now 
Even in 2013 and beyond, the presence of Reliant Retail in Texas and the long-term full requirements contract in the 

Southeast will continue to provide significant mitigation against commodity price risks. Reliant Energy, in 

particular, is a significant positive, as its cash flows are somewhat countercyclical to merchant generation. With 

NRG's wholesale assets having been built to service this very retail load, basis risks are minimal. Reliant's margins 

are also cyclical, but with a much smaller gap between peak and trough. With retail rates being much stickier than 

wholesale prices, both while rising and while falling, retail margins rise when wholesale power prices fall, and vice 

versa. We believe this is the case currently, with -retail expecting EBITDA of $650 mil1ion to $700 million for 2010. 

However, by the very nature of this cyclicality, we believe Reliant's margins may be at or near the top of the cycle, 

and expect them to decline from this point. We also believe another factor supporting strong margins in 2009-2010 

are die troubles facing Energy Future Holdings, the other large retail services provider in Texas, possibly resulting in 

less intense competition. 

Operations 
Plant operations are strong and improving 
NRG's operations continue to be strong, with availability factors improving consistently over the last several years 

and operational cost savings adding to cash flow. NRG achieved its 2009 savings target of $250 million from its 

"FOR NRG 1.0" initiative ahead of schedule, in 2008. NRG has launched "FOR NRG 2.0, II which targets another 

100 basis points improvement in return on invested capital by 2012 from the 2008 baseline through revenue 

enhancement, asset optimization, and other cost reductions. These gains do not include those from hedging or risk 

management practices. We view reliable operations as very important in light of NRG's heavily hedged portfolio, 

although the presence of substantial unhedged peaking capacity will cap losses in the event of an outage at one of its 

base10ad units. 

Fleet diversity somewhat limited given nature of assets 
NRG's portfolio does have significant geographical, fuel, and dispatch diversity on a MW basis. However, as table 1 

shows, the portfolio's characteristics somewhat limit this diversity. For instance, Texas accounts for 75% of NRG's 

EBITDA, which limits real geographic diversity. Furthermore, the wholesale cash flows in Texas come 

disproportionately from three assets: STP, W.A. Parish, and Limestone. 

Tabl.1 

NRG Energv Inc. Ollerating Income 

2009 2008 2007 2006 

(%) 

Retail 25 N.A. NA NA 

Texas 51 74' 61 61 
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Table 1 

NRG Energv Inc. Operating Income (conl.l 

Northeast lB 19 29 33 

South Central 3 4 4 7 

West 2 3 3 1 

Other 1 0 2 (31 

Total 100 100 100 100 

N.A ... Not available or not applicable. *2008 share is boosted by marlHo-market accounting on hedges. 

Diversity by fuel and dispatch are also somewhat overstated in table 2. NRG's natural gas and oil capacity consists 

of both intermediate and peaking units. But aside from the combinedMcycle plants just acquired from Dynegy, these 

units are relatively inefficient, with heat rates of abollt 10,000 Btu per kilowatt-hour (kWh) on average for the 

intermediate units and 12,000 to 14,000 Btu per kWh for the peakers. This ranks NRG's intermediate units closer 

to newer peakers, so their dispatch will be less than that of more modern units. f:1owever, many of these assets are in 

the Northeast and some are located in capacity-constrained New York City (1,415 MW) and southwestern 

Connecticut (535 MW), and thus are valuable. 

Table 2 

NRG Energy Inc. Capacity 

Fuel ('!o) 

Coal 24 

Nuclear 4 

Oil 12 

Natural Gas 59 

Other 1 

Diseatch (%) 
Baseload 32 

Intermediate 37 

Peaking 30 

Intermittent 

Financial Risk Profile 
Accounting 
We adjust for operating leases, asset retirement obligations, and pension and other postretirement underfunding, 

adding $406.7 million, $269.8 million, and $128.7 million of off-balance-sheet debt, respectively. 

Corporate governance/Risk toleranceIFinancial policies 
Earlier in the report, we highlighted NRG's aggressive growth strategy and the trade-off that NRG faces in 

balancing this with potentially declining cash flows and maintenance of credit quality. On the financial policy front, 

we have always noted that NRG places significant emphasis on returning cash to shareholders, as witnessed in the 

two Credit Suisse Finance transactions, the attempts to modify or eliminate covenants in the past to resume 

dividends, the ongoing share buybacks, and the migration of debt to the 2019 covenant package. Management has 

indicated a share buyback policy of about 3% of market cap every year. However, we believe that NRG may need 

to revisit this policy soon to support its growth strategies, unless commodity prices improve significantly. 
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NRC's financial profile is "aggressive," with about $380 per kW of debt as of Dec. 31,2009. Hedged cash flows 

and expectations for debt paydown through the 50% cash sweep provision are important supporting factors for the 

'BB-' rating. 

NRG expects to finance the repowering program with substantial limited or non-recourse project financing. Unlike 

the international ventures, such debt will likely be at least partiaUy consolidated into NRG, reflecting the likelihood 

that NRG may support such projects if needed, especially strategic ones such as the STP nuclear project expansion. 

Cash flow adequacy 
Power and gas hedges put in place during the first half of 2008 served the company very well during 2009, as did 

the perfoI:ffiance of Reliant Energy, whose EBITDA was $1.1 bmion in the last 14 months as compared with NRG's 

acquisition price of $286 million in June 2009. For 2009, FFO interest coverage and FFO to debt were 3.9x and 

24.5%, respectively. NRG's financial performance has steadily improved in the past few years, although we expect 

2009 to be the high-water mark given current commodity market conditions. 

NRG's base case forecast uses gas prices rising steadily from $4.50 per mmBtu in 2010 to $6.10 per mmBtu in 

2013. This allows the company to remain free cash flow positive to the tune of over $700 million every year. FFO 

interest coverage and FFO to debt are 2.7x-3.0x and 12%-15%, respectively. These ratios appear achievable, given 

. the presence of significant hedges and this forecast's assumption of EBITDA of $400 million for Reliant Energy from 

2011 onward as compared with expectations of $650 million to $700 million in 2010. 

We have also stressed the company's forecast using our merchant price deck. FFO interest coverage and FFO to debt 

are unaffected in 2010 due to generation being 100% hedged, and remain fairly strong for 2011-12, at about 2.5x 

and 11 %-12%, respectively. The reason for this resilience is, 2011 and 2012 hedges are mostly from early 2008 and 

hence strongly priced. 

From 2013 onward, with the older hedges dialing down, NRG's ratios will be significantly affected: FFO interest 

coverage and FFO to debt will be 2.2x and 9.6%, respectively, in 2013 under our price deck. These ratios are 

somewhat conservative in that they incorporate an assumptiC!fl of no countercyclical benefit at Reliant Energy from 

falling gas prices, nor do they assume coal prices that do not decrease in the Standard & Poor's case. Free cash flow 

is still about $500 million in 2011-12 and $200 million in 2013. Leverage remains fairly flat under our price deck 

scenario. 

All forecasts exclude unannounced investments in wind and solar projects, as well as the NINA project. As the 

decision gets closer, we will likely reflect NINA in the forecast but may not consolidate NINA to the extent of the 

company's ownership because of the Department of Energy guarantee. 

Capital structure! Asset protection 
NRG's leverage as measured by total debt to capital can be somewhat misleading due to the change in the 

mark-to-market value of hedges t~at is reflected in equity through comprehensive income. Leverage as measured on 

a dollar-per-kW basis is more meaningful. This figure stood at about $385 per kW as of Dec. 31,2009 (as adjusted 

by .us), imputing all debt to the generation business and none to Reliant Energy. Leverage improves from $385 per 

kW in 2009 to $350 per kW in 2010 and further to about $316 per kW in 2013 under the base case and about 

$350 per kW under our price deck case. The 50% cash sweep continues to contribute to deleveraging. In the first 

quarter of 2010, NRG made an excess cash flow sweep of $229 million, reducing the term loan balance to $1.976 

billion. 
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NRG is also continuing to diminate the refinancing risk that exists in February 2013, when the term loan B 

matures. The refinancing of the secured revolving and LOC facilities in June 2010 also resulted in extension of the 

maturity of $1 billion of tbe term loan to Aug. 31, 2015. The 2013 maturity is now only $976 million . 

. ~B'/SiablelB'2 
'1i~'JW~11bP()s/~:? 
Bffflalci P6!!!l.'l' 

.·Il+/pq$ljlY~/M 
BHWafci1N"g/B·2 

. ~t!I'01iti'Je/B'2 
BY\,,{aJC/lNeg/B'2 
1l+/Sta~Je!~.2 
B+/Stable/B·2 
B+/WatchNeg/B" 
BB·/Stable/B·2 
BB·/Watch Pos/S·2 
B+/Watch Pos/M 
Bt/Positive/B·2 
B+/Watch Ne!l!S·2 
Bt/PQsitive/B·2 
B+!WatchNeg/B.2 
B+lStable/B.2 

BB+INW 
"Unless oth8lWise IlOted. all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard 

& Poot's credit ratings on a national scale am relative to obligors or obligations within that specific country. 
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DNBi 

Live Report: NRG ENERGY, INC. 
D-U-N-S® Number: 79-342-2213 

Endorsement/Billing Reference: CSlaughter@reliant.com 

D&BAddress 

Address 211 Carnegie etr location Type 
Princeton,NJ - 08540 

Phone 609 524-4500 

Fax 609-524-4501 

Score Bar 

PAYDEX® 76 

Commercial Credit Score Class 

Financial Stress Class 3 

Credit limit - O&B Conservative 

D&B Rating 5A3 

D&B 3-monlh PAYDEX® 

3-month D&B PAYDEX@: 77 

Lowest Risk:l00;Highest Risk:l 

When weighted by amount, Payments to suppliers 
average 5 Days Beyond Terms 

D&B Company Overview 

This is a headquarters location 
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Chief Executive 
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Headquarters. 

www.nrgenergy.com 
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ACORD,. CERTIFICATE OF LIABILITY INSURANCE DATE (MMlODIYVYV) 

06/29/2010 

MCGRIFf", SEIBELS " WILLr~S, INC. ~~~YAND "~ Wg~T8H"i~ tpoN i-tfe?' 
P.O. Box 10265 ~':!,!:,;D()ES)NB~,TT~~~'W~~~' Birmingham. AL lS302 
800-416-2211 

NAlC# 

!1;:~~:~~r9Y' Inc. including 
, Comp.ny 

Reliant Energy Northeast. LLC 'NSURER , .0 .. lotd , 
211 Carnegie Center 'NSURER C,ACE Fh. In. Co 
Princeton. NJ 08S.0~621l 

'N'URERO, 

INSURER E, 

( 

THE. , 
!.O!'. I ~.A~~E!':'. !~~v=O' !~, ~~ 'NSURED ~!,,?!,}HE POLICY PER'OD 

, 
;y, , ~ 0:, CONTRACT OR OTHER T ;~EV , , !BE' , ,THE' 

<OWN, 
:f~r:.POLICIES DESCRIBED HEREIN IS ;:::'VO.l~1..> I .v ALL' :",vTERMS. '"v",o vr SUCH 
8EENREOUCEDBYPAID~~ 

"on 
A G~e:RAL LlABIUTY HDOG249)5516 11/15{2009 11/15/2010 1$ 2,000,000 

~ GENERAlllABlLllY = L' 100,000 

:=J ClA,MS MAOE 0 OCCUR I. 5,000 -
O'R'~" I· 2 . .<>00,000 - I. 2,000,000 

-;;;:,,,,, 
I".Wi . nL;;'; 

I· 2,000,000 

"i}POL,cyl , 

A LIABIUrv ISAH08S8218A 11/15/2009 11/15/2010 
CPMB'NEO, ,r" """ 

~ • 1, 000, 000 
ANY AUTO 

- ALL O'NNW AUTOS BODILY t~URY 
(Ptfp(mon) • SCHEDULED AUTOS -

- tltREDAlffOt; B_ODIl:~:~,RY S 
NON·OWNED AUTOS -

- PROPERlY DAMAGE 
(Per aecidenl) • 

I AUTOONLY·I I' 
l ANY AUTO OTHE~THAN 

EAACe I. 
A\JTOONLY; ACD I· 

8 , UABILITY X2088AIA09 11/15/7.009 11/15/2010 EACH' ,. 15,000,000 

:J OCCUR o ClAIMS MADE i· 35,000,000 

I' 
lDE,,-"eTlBLE I. , I. 

~ 1~1l" A WORKI!RS COMPENSATION AND WLRC45705225 (CA) 11/15/2009 11/15/2010 

C EMPLOYERS' UABILITY WLRC45705213 (AOS) I. 1,000,000 
ANY PROPRIETORfPARTNERlEXECUTNE 

.'H' I, 1,000,000 OFFICERfMEMBER EXCLUOED? 

I II"., , I. 1. 000,000 

OTHER 

, OF OPERATIONS I LOCATiONS JVEHICLEs t EXCLUSIONS ADDEO SY ENDORSEMENT I SPECIAL PROVISIONS 

Evidence Only 

~nI nFR r.ANr.F' lATION 
OF THe A60VE , 

1 '!!'."~~~O!.; 00 so SHALL IMPOSE NeO
TO 

I ~~~IGATl6N OR UABIUTY OF ANY KINO AGENTS OR 
REPRESENTATIVES. 

Pennsylvania Public Ut.ility Commission 
Keystone Building. 2nd Floor 
Room N201 

'c;~2" Harrisburg. PA :!. 7170 >', • '~ .. £0'-,. --<? I "go 1 0' , 

125 ©ACORD ,"vII 1988 



ACORO,. EVIDENCE OF PROPERTY INSURANCE JGWDM4SE I DATe 

0612912010 

THIS!.S, AND -P",d,i~~I" AS IDENTIFIED BELOW HAS BEEN ISSUED. IS IN FORCE. AND CONVEYS ALL THE 
UNDER THE POLICY. 

PRODUCER I r:,g"J ••• n. cS::":~ached 
MCGRIFF. SEIBELS & WILLIAMS. INC. 
P.O. 80x 10265 
Birmingham, AL 35202 
800-476-2211 

~., 
I SUB COD., 

INSURED I LOANNUM ... I See Auacoeo NRG Energy. Inc. including 
Reliant Energy Northeast, llC 
211 carne~e Center EFFECTive DATE DATE 
Princeton. J 08540.6213 0611512010 vv"".v11 I D ~ONTINUEO utHtl 

TERMINATED IF CHECKED 

I 

LOCATIONfOE$CRtPTION 

Evidence Only 

COVERAGE INFORMATION 

CCWERAGEJPERILSIFORMS AMOUNT OF INSURANCE DEDUCTIBLE 

All Risks of Direct Physical Loss or Damage to AU Real and Personal Property subject to policy terms, conditions and $1.000.000.000 V~rious 

exclusions. 

REMARKS (Including Special Conditions) 

CANCELLATION 
THE POLICY IS SUBJECT TO THE PREMIUMS. FORMS. AND RULES IN EFFECT FOR EACH POLICY PERIOD. SHOULD THE POLICY BE TERMINATED. 
THE COMPANY WILL GIVE THE ADDITIONAL INTEREST IDENTIFIED BELOW 30 DAYS WRITTEN NOTICE. AND WILL SEND NOTIFICATION 
OF ANY CHANGES TO THE POLICY THAT WOULD AFFECT THAT INTEREST. IN ACCORDANCE WITH THE POLICY PROVISIONS OR AS REQUIRED BY 
LAW. 

ADDITIONAL INTEREST 
NAME AND AOORESS 

HMORTGAGIOE H AODlTtONAllNSUREO 

LOSS PAYEE 

lOAN 1# 

Pennsylvania Public Ulilily Commission AUTHORlzeo REPReSE;NlA+lV~ 
Keystone Building_ 2nd Floor / , 
Room N201 :~ a.P &2) /) . 0 
Harrisburq, PA 17120 

",,--, "",~~'. , __ .. ' ~ .. i,? ...... s· .-:-__ ... ~_ 

ACORD 27 (3193) 
, 

© ACORD CORPORATION 1993 
[>"9';' ~ 0: ;: 



ADDITIONAL INFORMATION 
PRODUCER 

MCGRIFF, SEIBELS & WILLIAMS, INC. 
P.O. Box 10265 
Birmingham, AL 35202 
800-476-2211 

INSURED 

NRG Energy, Inc. including 
Reliant Energy Northeast, LlC 
211 Carnegie Center 
Princeton, NJ 0854Q..6213 

CERTIFICATE HOLDER 

Pennsylvania Public Utility Commission 
Keystone Building. 2nd Floor 
Room N201 
Harrisburg, PA 17120 

NRG Energy, Inc. 
Property Program Participation 
June 15, 2010 to June 15, 2011 

20.00\' of $lBN 
Insurer: 
FM Global 

20,00% Part of Primary $IOOr-1M 
Insurer: 
AEGIS IUS) 

60.00~ Part oE Primary $300MM 
Insurer: 
National union Fire 
Aegis Syndicate 1225 
Argenta Syndicate 2121 
Catlin Syndicate 2003 
~scot Syndicate 1414 
Hiscox syndicate 33 
Zurich American Insurance Co. 
"Arch Insurance Company (Europe) Ltd. 

20.00\ Part of $200MM xs $lOOMM 
Insurer: 
Validus underwriting 
Travelers Syndicate 5000 
Omega Syndicate 958 

80.00it Part of $700MN xs $300MM 
Insurer: 
Great Lakes Reinsurance (UK) PIc 
Swiss Re International S8 
National Union Fire 
Liberty Mutual Insurance Co. 
Zurich American Insurance Co. 
AEGIS (US) 
*Torus Xnsurance (UK) Ltd. 
American Alternative Insurance Corp. 

Participation; 
20.00% 

Participation: 
20.00% 

Participation: 
30.00% 
10. OO~ 

5. Oat 
2. oat 
S. OO~ 
1. 00% 
S.OO%" 
2. 00\ 

Participation: 
1.00% 

1S.00;' 
4.00l 

l'articipation; 
10.00% 
15.00\ 

5. 00% 
10.00% 

5.00% 
20.00;r 
lO.OO~ 

5. OOi 

policy No: 
WaG1 

policy No: 
L20BBA1AIO 

Policy No; 
53090002 
E10062·' 
8100627 
EI00627 
EI00627 
E10062? 
PWG926?036-00 
EI00725 

policy No; 
AJJ090658BIO 
EI01145 
El01145 

policy No: 
EI0069? 
ElO06n 
53090002 
3D100554008 
PWG9267036-00 
L2088AIA10 
ElOll37 
58-A2-XP-OOOOOOS-OO 

I 
ISSUE DATE 

0612912010 

* ~ Property placement was made by NRG Energy, Inc .. McGriff, Seibels & Williams, Inc. has only acted in the role 
of a consultant to the client with respect to this placement. 

SEVERAL LIABILITY NOTICE: The subscribing insurer's obligations under policies to which they subscribe are 
several and not joint. and are limited solely to the ext.ent of their individual subscriptions. The subscribing 
insurers are not responsible for the subscription of any co-subscribing insurer who for any reason does not 
saLisfy all or part of its obligations. 

C(l!!jrcateIOIl JGWDM4SE 



December 20, 2010 

VIA EMAIL 

Patricia Esposito 
NRG Power Marketing LLC 
211 Carnegie Center 
Princeton, NJ 08540 

Dear Ms. Esposito: 

PJM Interconnection 
Valley Forge Corporate Center 

955 Jefferson Avenue 
Norristown, PA 19403-2497 

Audrey D. Williams 
paralegal, Contract Administrator 
610.666.46511 fax 610.666.8211 

wlllla@pjm.com 

Reliant Energy Northeast, LLC, became a PJM Member on November 3, 2010 and is known on 
the PJM system by its short name of "RELENE", Org. ID 19,849 and is a member in good 
standing. 

NRG Power Marketing LLC, signed the PJM Reliability Assurance Agreement on July 19, 2010. 

If you have any questions or need additional information, please let me know. 



PJM Interconnection, L.L.C. 
Third Revised Rate Schedule FERC No. 24 

SCHEDULE 4 

Second Revised Sheet No. 171 
Superseding Original Sheet No. 17l 

STANDARD FORM OF AGREEMENT TO BECOME A MEMBER OF THE LLC 

Any entity which wishes to become a Memher of the !LC shall, pursuant to Section 11.6 of this 
Agreement, tender to the President an application, upon the acceptance of which it shall execute a 
supplement to this Agreement in the following form: 

Additional Member Agreement 

1~ This Additional Memher Agreement (the "Supplemental Agreement"), dated as of 
3. .lo, p , is entered into among Reliant Energy Northeast LLC and the President of the 

LLC actitig on hehalf of its Members. 

2. Reliant Energy Northeast, LLC has demonstrated that it meets all of the qualifications required 
of a Memher to the Operating Agreement. If expansion of the PJM Region is required to integrate 
Reliant Energy Northeast !LCs facilities, a copy of Attachment J from the PJM Tariff marked to show 
changes in the PJM Region boundaries is attached hereto. Reliant Energy Northeast LLC agrees to pay 
for all required metering, telemetering and hardware and software appropriate for it to become a 
memher. 

3. Reliant Energy Northeast LLC agrees to he bound by and accepts all the terms of the Operating 
Agreement as of the above date. 

4. Reliant Energy Northeast, LLC hereby gives notice that the name and address of its initial 
representative to the Memhers Committee under the Operating Agreement shall he: 

Patricia Esposito 211 Carnegie Blvd Princeton, NJ 08540 

5. The President of the LLC is authorized under the Operating Agreement to execute this 
Supplemental Agreement on hehalf of the Memhers. 

6. The Operating Agreement is hereby funended to include Reliant Energy Northeast, LLC as a 
Memher of the LLC thereto, effective as of ~ S , ~~r<> , the date the President of 
the LLC countersigned this Agreement. 

IN WITNESS WHEREOF, Reliant Energy Northeast, LLC and the Memhers of the !LC have 
caused this Supplemental Agreement to he executed by their duly authorized representatives. 

Issued By: 

Issued On: 

By: 
Name: 
Title: President (),.. 

D~~ By: 
Name: 
Title: Vice President, Reliant Energy Northeast, LLC 

Craig Glazer 
Vice President, Government Policy 
April 30, 2004 

Effective: May 1,2004 



Fo<m W-9 Request for Taxpayer Give form to the 
(Rev. October 2007) Identification Number and Certification requester. Do not 

send to the IRS. 
,,',," R,~ $""" 

Name (as shown on your income tax return) .. RELIANT ENERGY NORTHEAST LLC 
~ 

'" Business name, if different from abOve ~ 
"-
0 
0 

RELIANT ENERGY 
~0 Check appropriate box: D IndlvlduaVSole proprietor 0 Corporation 0 Partnership 
0. 0 o Exempt ~g III Umiled liability company. Enter the tax classification ([);disregarded entity. C=corporatlon, P"'partnershlp) ... C_ .. 
~o 

payee 
02 o Other(... ~ 

Ell -.:-
Address (number, street, and apt. or suile no.) Requester's nama and address (optional) 

0. 0 211 CARNEGIE """ , ,,~ 
15 CI,y. stat •• and ZIP oode 
8. 
en "VN, NJ 08540 
ti Us! account numbef'(s) here (optional) 

<J) 
-

-ITINI 

Enter your TIN In the appropriate box. The TIN provided must match the name given on Line 1 to avoid I Social security number 

I backup withholding. For indMduals, this Is your social security number (SSN). However, for a resident ' , , , 
alien sole ro rietor or disre arded emU see the Part I instructions on a e 3. For other entities it is . p P. g!y. P 9 • 
your employer identification number (EIN). If you do not have a number, see How to get 8 TIN on page 3. or 
Note. If the account is in more than one name, see the chart on page 4 for guidelines on whose Employer Identification number 
number to enter. 32: 0314140 

--~C~e~rt~if~ic~a~t~io~n~--------------------------------~------------~~~----~~~~ ____ L-

Under penalties of perJUlY, t certify that: 
1. The number shown on this form is my correct taxpayer identification number (or I am waiting for a number to be issued to me), and 

2. I am not subject to backup wIthholding because: (a) I am exempt from backup withholding, or (b) I have not been notified by the Internal 
Revenue Service (IRS) that I am subject to backup withholding as a result of a failure to report all Inlerest or dividends, or (0) the IRS has 
notified me that I am no longer subject to backup withholding, and 

3. I am a U.S. citizen or other U,S. person (defined below). 
Certification InstnJctlons. You must cross out Item 2 above if you have been. notified by the IRS that you are currently subject to backup 
withholding because you have failed to report all Interest and dividends on your tax return, For real estate transactions, item 2 does not apply. 
For mortgage Interest paid. acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement 
arrangement (IRA), and generally. payments other than interest and dividends, you are not required to sign the Certification, but you must 
provide your correct TIN. See the instructions e 4. 

Sign· 
Here 

Signature of 
U.S. person .. 

General Instructions 
Section references are to the Internal Revenue Code unless 
otherwise noted, 

Purpose of Form 
A person who is required to file an information retum with the 
IRS must obtain your correct taxpayer identification number (TIN) 
to report, for example, income paid to you, real estate 
transactions, mortgage interest you paid, acquisition or 
abandonment of secured property, cancellation of debt, or 
contributions you .made to an IRA. 

Use Form WM 9 only if you are a U.S, person Oncluding a 
resident alien), to provide your correct TIN to the person 
requesting it (the requester) and. when applicable, to: 

1. Certify that the TIN you are giving is correct (or you are 
waiting for a number to be issued), 

2. Certify that you are not subject to backup withholding, or 

3, Claim exemption from backup withholding if you are a U.S. 
exempt payee. If applicable, you are also certifying that as a 
U.S. person, your allocable share of any partnership income from 
a U.S. trade or bUSiness is not subject to the withholding tax on 
foreign partners' share of effectively connected income, 
Note. If a requester gives you a form other than Form W-9 to 
request your TIN, you must use the requester's form jf it is 
substantially similar to this Form W-S. 

Date .. 

Definition of a U.S. person. For federal tax purposes, you are 
considered a U.S. person if you are: 
• An individual who is a U.S. citizen or U.S. resident alien, 
• A partnership, corporation, company, or association created or 
organized in the United States or under the laws of the United 
States. 
• An estate (other than a foreign estate), or 
• A domestic trust (as defined in Regulations section 
301,7701-7). 
Special rules for partnerships. Partnerships that conduct a 
trade or business in the United States are generally required to 
pay a withholding tax on any foreign partners' share of income 
from such business. Further, in certain cases where a Form WMg 
has not been received. a partnershIp Is required to presume that 
a partner is a foreign person, and pay the withholding fax. 
Therefore, jf you are a U.S, person that is a partner in a 
partnership conducting a trade or business In the United States, 
provide Form WM 9 to the partnership to establish your U.S. 
status and avoid withholding on your share of partnership 
income. 

The person who gives Form W-9 to the partnership for 
purposes of establishing its U.S. status and avoiding withholding 
on its allocable share of net income from the partnership 
conducting a trade or business in the United States is in the 
following cases: 

• The U.S. owner of a disregarded entity and not the entity, 
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%.e :First State 

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF FORMATION OF "RELIANT ENERGY 

NORTHEAST LLC", FILED IN THIS OFFICE ON THE TWENTY-FOURTH DAY OF 

JUNE, A.D. 2010, AT 12:10 O'CLOCK P.M. 

4840509 8100 

100687044 
You may verify this certificate online 
a~ cnr,p.dRl~wdre.gov/duthver.shtml 

AUTHEN 

DATE: 06-25-10 



CERTIFICATE OF FORMATION 
OF 

State of Delaware 
Secre~ of State 

Division o~COr,porations 
Delivered 12:16 PM 06/24/2010 

FILED 12: 10 PM 06/24/2010 
SRV 100687044 - 4840509 FILE 

RELIANT ENERGY NORTHEAST LLC 

. 1. Name: The name of the limited liability company is Reliant Energy 
Northeast LLC. 

2. Registered Office: The address of its registered office in the State of 
Delaware is Corporation Trust Center, 1209 Orange Street, in the City of Wilmington, 
County of New Castle. The name of its registered agent at such address is The 
Corporation Trust Company. 

3. Organizer: The name and address of the sole organizer of the limited 
liability company is Lynne Przychodzki, NRG Energy, Inc., 211 Carnegie Center, 
Princeton, NJ 08540. 

IN Wl1NESS WHEREOF, the undersigned has executed this Certificate of 
Formation of Reliant Energy Northeast LLC this 24th day ofJune, 2010. 

~~~,--' --
LyhtePrzychod~l<P 
Authorized Person 


