
following withdrawal to sell its stake in the project; or an order that no further development take place without 
consensus of all project owners. The case was removed and remanded to and from federal court on three separate 
occasions. On January 19,2010, CPS dismissed Toshiba from the lawsuit. 

The parties agreed to a January 25, 2010, phased trial wherein all other claims would be reserved for an 
undetennined future phase II date and a trial would go forward in phase I only on CPS' request for declaratory relief 
to detennine the respective rights, obJigations, and remedies of the parties under the two operative governing 
agreements should CPS withdraw from the STP Units 3 and 4 Project. On January 25,2010, the parties argued the 
NINA entities and NRG's Motion for Summary Judgment which was denied on January 26, 2010. After a two-day 
trial, the court issued its ruling on January 29, 2010, making a numberoffindings.1t ruled that as of January 29, CPS 
and NINA were each 50% equity owners as tenants in common under Texas law in the STP Units 3 and 4 Project. 
The court found that whHe a withdrawing party does not forfeit its 50% interest upon a withdrawal, the governing 
agreements are silent as to whether that withdrawing party can recoup its sunk costs upon withdrawal. Finally, the 
court noted that for CPS to remain a 50% equity owner, it must pay all appropriate costs. Failure to do so, the court 
determined, would result in a complete loss of CPS' equity share. 

On February 17,2010, an agreement in principle was reached with CPS for NINA to acquire a controlling 
interest in the STP Units 3 and 4 Project through a settlement of all pending litigation between the parties. As part of 
that agreement, all litigation would be dismissed with prejudice, including all Phase II claims, thereby ending this 
matter. For further discussion, see Item 1, Nuclear Development. The parties continue to negotiate terms regarding 
final documentation of the agreement in principle. 

Public Utilities Commission of the State of California v. Long~Term Sellers of Long-Term Contracts to the 
California Department of Water Resources, FERC Docket No. EL02-60 et aL - This matter concerns, among other 
contracts and other defendants, the California Department of Water Resources, or CDWR, and its wholesale power 
contract with subsidiaries of WCP (Generation) Holdings, Inc., or WCP. The case originated with a February 2002 
complaint filed by the State of California alleging that many parties, including WCP subsidiaries, overcharged the 
State of California. For WCp, the alleged overcharges totaled approximately $940 million for 200 I and 2002. The 
complaint demanded that the FERC abrogate the CDWR contract and sought refunds associated with revenues 
collected under the contract. In 2003, the FERC rejected this complaint, denied rehearing, and the case was appealed 
to the U.S. Court of Appeals for the Ninth Circuit where oral argument was held on December 8, 2004. On 
December 19,2006, the Ninth Circuit decided that in the FERC's review ofthe contracts at issue, the FERC could not 
rely on the Mobile-Sierro standard presumption of just and reasonable rates, where such contracts were not reviewed 
by the FERC with full knowledge of the then existing market conditions. WCP and others sought review by the 
U.S. Supreme Court. WCP's appeal was not selected, but instead held by the Supreme Court. In the appeal that was 
selected by the Supreme Court, on June 26, 2008 the Supreme Court ruled: (i) that the Mobile-Sierra public interest 
standard ofreview applied to contracts made under a seller's market-based rate authority; (ii) that the public interest 
«bar" required to set aside a contract remains a very high one to overcome; and (iii) that the Mobile-Sierra presumption 
of contract reasonableness applies when a contract is fonned during a period of market dysfunction unless (a) such 
market conditions were caused by the illegal actions of one of the parties or (b) the contract negotiations were tainted 
by fraud or duress. In this related case, the U.S. Supreme Court affinned the Ninth Circuit's decision agreeing that the 
case should be remanded to the FERC to clarify the FERC's 2003 reasoning regarding its rejection of the original 
complaint relating to the financial burdens under the contracts at issue and to alleged market manipulation at the time 
these contracts were fonned. As a result, the U.S. Supreme Court then reversed and remanded the WCP CDWR case to 
the Ninth Circuit for treatment consistent with its June 26, 2008 decision in the related case. On October 20, 2008, the 
Ninth Circuit asked the parties in the remanded CDWR case, including WCP and the FERC, whether that Court should 
answer a question the U.S. Supreme Court did not address in its June 26, 2008, decision; whether the Mobile-Sierro 
doctrine applies to a third-party that was not a signatory to any ofthe wholesale power contracts, including the CDWR 
contract, at issue in that case. Without answering that reserved question, on December 4, 2008, the Ninth Circuit 
vacated its prior opinion and remanded the WCP CDWR case back to the FERC for proceedings consistent with the 
U.S. Supreme Court's June 26, 2008 decision. On December 15, 2008, WCP and the other seller-defendants filed with 
the FERC a Motion for Order Governing Proceedings on Remand. On January 14, 2009, the Public Utilities 
Commission of the State of California filed an Answer and Cross Motion for an Order Governing Procedures on 
Remand, and on January 28, 2009, WCP and the other seller-defendants filed their reply. 
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At this time, while NRG cannot predict with certainty whether WCP will be required to make refunds for rates 
collected under the CDWR contract orestimate the range of any such possible refunds, a reconsideration ofthe CDWR 
contract by the FERC with a resulting order mandating significant refunds could have a material adverse impact on 
NRG's financial position, statement of operations, and statement of cash flows. As part of the 2006 acquisition of 
Dynegy's 50% ownership interest in WCp,. WCP and NRG assumed responsibility for any risk ofloss arising from this 
case, unless any such loss was deemed to have resulted from certain acts of gross negligence or willful misconduct on 
the part of Oynegy, in which case any such loss would be shared equally between WCP and Dynegy. 

On January 14, 20 I 0, the U.S. Supreme Court issued its decision in an unrelated proceeding involving the 
Mobile-Sierra doctrine that will affect the standard of review applied to the CDWR contract on remand before the 
FERC. In NRG Power Marketing v. Maine Public Utilities Commission, the Supreme Court held by an 8 to 1 margin 
that the Mobile-Sierra presumption regarding the reasonableness of contract rates does not depend on the identity of 
the complainant who seeks a FERC investigation/refund. The Supreme Court proceeding arose following an appeal 
by the Attorneys General of the State of Connecticut and of the Commonwealth of Massachusetts regarding the 
settlement establishing the New England Forward Capacity Market. The settlement, filed with the FERC on 
March 7,2006, provides for interim capacity transition payments for all generators in New England for the period 
from December I, 2006, through May 31,20 I 0, and for the Forward Capacity Market auction rates thereafter. The 
Court of Appeals for the DC Circuit, or DC Circuit, had rejected all substantive challenges to the settlement, but had 
sustained one procedural argument relating to the applicability of the Mobile-Sierra doctrine to third parties. The 
Supreme Court reversed the DC Circuit on this point, and remanded the case for further consideration of whether the 
transition payments and auction rates qualify as contract rates. 

United States of America v. Louisiana Generating, LLC., U.S.D.C Middle District of Louisiana, Civil 
Action No. 09-IOO-RET-CN (filed February II, 2009) - The U.S. Department of Justice acting at the request of 
the U.S. EPA commenced a lawsuit against Louisiana Generating, LLC in federal district court in the Middle 
District of Louisiana alleging violations of the CAA at the Big Cajun II power plant. This is the same matter for 
which NOVs were issued to Louisiana Generating, LLC on February IS, 2005, and on December 8, 2006. 
Specifically, it is alleged that in the late 1990's, several years prior to NRG's acquisition ofthe Big Cajun II power 
plant from the Cajun Electric bankruptcy and several years prior to the NRG bankruptcy, modifications were made 
to Big Cajun II Units 1 and 2 by the prior owners without appropriate or adequate permits and without installing and 
employing the BACT to control emissions of nitrogen oxides and/or sulfur dioxides. The relief sought in the 
complaint includes a request for an injunction to: (i) preclude the operation of Units 1 and 2 except in accordance 
with the CAA; (ii) order the installation of BACT on Units I and 2 for each pollutant subject to regulation under the 
CAA; (iii) obtain all necessary permits for Units I and 2; (iv) order the surrender of emission allowances or credits; 
(v) conduct audits to determine if any additional modifications have been made which would require compliance 
with the CANs Prevention of Significant Deterioration program; (vi) award to the Department of Justice its costs in 
prosecuting this litigation; and (vii) assess civil penalties of up to $27,500 per day for each CAA violation found to 
have occurred between January 31, 1997, and March 15,2004, up to $32,500 for each CAA violation found to have 
occurred between March 15,2004, and January 12,2009, and up to $37,500 for each CAA violation found to have 
occurred after January 12,2009. 

On April 27, 2009, Louisiana Generating, LLC made several filings. It filed an objection in the Cajun Electric 
Cooperative Power,lnco's bankruptcy proceeding in the U.S. Bankruptcy Court for the Middle District of Louisiana 
to seek to prevent the bankruptcy from closing. It also filed a complaint in the same bankruptcy proceeding in the 
same court seeking a judgment that: (i) it did not assume liability from Cajun Electric for any claims or other 
liabilities under environmental laws with respect to Big Cajun II that arose, or are based on activities that were 
undertaken, prior to the closing date of the acquisition; (ii) it is not otherwise the successor to Cajun Electric; and 
(iii) Cajun Electric andlor the Bankruptcy Trustee are exclusively liable for the violations alleged in the 
February 11, 2009 lawsuit to the extent that such claims are determined to have merit. On June 8, 2009, the 
parties filed a joint status report setting forth their views of the case and proposing a trial schedule. On June 18, 
2009, Louisiana Generating, LLC filed a motion to bifurcate the Department of Justice lawsuit into separate 
liability and remedy phases, and on June 30, 2009, the Department of Justice filed its opposition. On August 24, 
2009, Louisiana Generating, LLC filed a motion to dismiss this lawsuit, and on September 25, 2009, the 

62 



Department of Justice filed its opposition to the motion to dismiss. A new federal bankruptcy judge was appointed 
on October 9, 2009. 

On February 18, 2010, the Louisiana Department of Environmental Quality, or LDEQ, filed a motion to 
intervene in the above lawsuit and a complaint against Louisiana Generating LLC for alleged violations of 
Louisiana's PSD regulations and Louisiana's Title V operating permit program. LDEQ seeks similar relief to that 
requested by the Department of Justice. Specifically, LDEQ seeks injunctive relief to: (i) preclude the operation of 
Units 1 and 2 except in accordance with the CAA; (ii) order the installation of BACT on Units 1 and 2 for each 
pollutant subject to regulation under the CAA; (iii) obtain all necessary permits for Units 1 and 2 pursuant to the 
requirements of PSD and the Louisiana Title V operating permits program; (iv) conduct audits to determine if any 
additional modifications have occurred which would require it to meet the requirements of PSD and report the 
Results of the audit to the LDEQ and EPA; (v) order the surrender of emission allowances or credits; (vi) take other 
appropriate actions to remedy, mitigate and offset the harm to public health and the environment caused by 
violations of the CAA; (vii) assess civil penalties; and (viii) award to the LDEQ its costs in prosecuting the 
litigation. On February 19,2010, the district court granted LDEQ's motion to intervene. 

Hohl Industrial Services, Inc, v. Dunkirk POHler LLC, et al; New York State Supreme Court, County of 
Chautauqua; Index No, KI-2009-15IO (original complaint filed August 28, 2009, cross claims filed by CBEEC 
on February 17,2010) - In 2005, NRG entered into a Consent Decree with the New York State Department of 
Environmental Conservation whereby it agreed to reduce certain emissions generated by its Huntley and Dunkirk 
power plants. Pursuant to the Consent Decree, on November 21, 2007, Clyde Bergemann EEC. or CBEEC. and 
NRG entered into a finn fixed price contract for the supply of equipment. material and services for six fabric filters 
for NRG's Dunkirk Electric Power Generating Station. Subsequent to contracting with NRG, CBEEC subcontracted 
with Hohl Industrial Services, Inc., or Hohl, to perform steel erection and equipment installation at Dunkirk. 

On August 28, 2009, Hohl filed its original complaint against NRG, its subsidiary Dunkirk Power LLC, or 
Dunkirk Power, and CBEEC among others for claims of breach of contract, quantum meruit, unjust enrichment and 
foreclosure of mechanics' liens. As part of CBEEC's contractual obligation to NRG, CBEEC agreed to defend, 
under a reservation of rights, NRG's interest in this lawsuit. CBEEC filed an answer to the above complaint on 
behalf of itself, NRG and Dunkirk Power on October 5, 2009. On December 16,2009, CBEEC filed a Motion for 
Summary Judgment on behalf of itself, NRG, and Dunkirk Power, which has yet to be decided. 

On February 1, 20 I 0, NRG and Dunkirk Power filed a Motion for Leave to file an Amended Answer with 
Cross-Claims against CBEEC. NRG asserted breach of contract claims seeking liquidated damages for the delays 
caused by CBEEC. NRG also retained its own counsel to represent its interest in the cross-claims and reserved its 
rights to seek reimbursement from CBEEC. On February 17, 2010, CBEEC filed an Amended Answer with 
Affirmative Defenses. Counterclaims and Cross-Claims against NRG. CBEEC is seeking approximately 
$30 million alleging breach of contract, quantum meruit, unjust enrichment, and foreclosure of two mechanic's 
liens, as a result of alleged delays caused by NRG and Dunkirk Power. A court ordered hearing and settlement 
conference is scheduled for February 23, 20 I o. 

Excess Mitigation Credits - From January 2002 to April 2005, CenterPoint Energy applied excess mitigation 
credits, or EMCs, to its monthly charges to retail electric providers as ordered by the PUCT. The PUCT imposed 
these credits to facilitate the transition to competition in Texas. which had the effect of lowering the retail electric 
providers' monthly charges payable to CenterPoint Energy. As indicated in its Petition for Review filed with the 
Supreme Court of Texas on June 2, 2008. CenterPoint Energy has claimed that the portion of those EMCs credited to 
Reliant Energy Retail Services, LLC, or RERS, a retail electric provider and NRG subsidiary acquired from RRI 
Energy Inc., or RRI, totaled $385 million for RERS's "Price to Beat" Customers. It is unclear what the actual 
number may be. "Price to Beat" was the rate RERS was required by state law to charge residential and small 
commercial customers that were transitioned to RERS from the incumbent integrated utility company commencing 
in 2002. In its original stranded cost case brought before the PUCT on March 31,2004, CenterPoint Energy sought 
recovery of all EMCs that were credited to all retail electric providers, including RERS, and the PUCT ordered that 
relief in its Order on Rehearing in Docket No. 29526, on December 17,2004. After an appeal to state district court, 
the court entered a final judgment on August 26, 2005, affinning the PUCT's order with regard to EMCs credited to 
RERS. Various parties filed appeals of that judgment with the Court of Appeals for the Third District of Texas with 
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the first such appeal filed on the same date as the state district court judgment and the last such appeal filed on 
October 10, 2005. On April 17,2008, the Court of Appeals for the Third District reversed the lower court's decision 
ruling that CenterPoint Energy's stranded cost recovery should exclude only EMCs credited to RERS for its "Price 
to Beat" customers. On June 2, 2008, CenterPoint Energy filed a Petition for Review with the Supreme Court of 
Texas and on June 19.2009. the Court agreed to consider the CenterPoint Energy appeal as well as two related 
petitions for review filed by other entities. Oral argument occurred on October 6, 2009. 

In November 2008, CenterPoint Energy and RRI, on behalf of itself and affiliates including RERS, agreed to 
suspend unexpired deadlines. if any, related to limitations periods that might exist for possible claims against REI 
and its affiliates if CenterPoint Energy is ultimately not allowed to include in its stranded cost calculation those 
EMCs previously credited to RERS. Regardless of the outcome of the Texas Supreme Court proceeding, NRG 
believes that any possible future CenterPoint Energy claim against RERS for EMCs credited to RERS would lack 
legal merit. No such claim has been filed. 

Additional Litigation - In addition to the foregoing, NRG is party to other litigation or legal proceedings. 
The Company believes that it has valid defenses to the legal proceedings and investigations described above and 
intends to defend them vigorously. However. litigation is inherently subject to many uncertainties. There can be no 
assurance that additional litigation will not be filed against the Company or its subsidiaries in the future asserting 
similar or different legal theories and seeking similar or different types of damages and relief. Unless specified 
above. the Company is unable to predict the outcome these legal proceedings and investigations may have or 
reasonably estimate the scope or amount of any associated costs and potential liabilities. An unfavorable outcome in 
one or more of these proceedings could have a material impact on the Company's consolidated financial position, 
results of operations or cash flows. The Company also has indemnity rights for some of these proceedings to 
reimburse the Company for certain legal expenses and to offset certain amounts deemed to be owed in the event of 
an unfavorable litigation outcome. 

PART II 

Item 4 - Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases 
of Equity Securities 

Market Information and Holders 

NRG's authorized capital stock consists of 500,000,000 shares ofNRG common stock and 10,000,000 shares 
of preferred stock. A total of 16,000,000 shares of the Company's common stock are available for issuance under 
NRG's Long-Tenn Incentive Plan. NRG has also filed with the Secretary of State of Delaware a Certificate of 
Designation for the 3.625% Convertible Perpetual Preferred Stock. 

NRG's common stock is listed on the New York Stock Exchange and has been assigned the symbol: NRG. The 
high and low sales prices, as well as the closing price for the Company's common stock on a per share basis for 2009 
and 2008 are set forth below: 

Fourth Third Second First Fourth Third Second First 
Common Stock Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter 
Price 2009 2009 2009 2009 2008 2008 2008 2008 

High .......... $ 29.18 $ 29.26 $ 25.96 $ 25.38 $ 25.40 $ 43.95 $ 45.78 $ 43.96 
Low .......... 22.82 21.94 16.50 15.19 14.39 22.20 38.36 34.56 
Closing ....... $ 23.61 $ 28.19 $ 25.96 $ 17.60 $ 23.33 $ 24.75 $ 42.90 $ 38.99 

NRG had 253,995,308 shares outstanding as of December 31, 2009, and as of February 17,2010, there were 
261,898,178 shares outstanding. As of February 17, 2010, there were 70,000 common stockholders of record. 

Dividends 

NRG has not declared or paid dividends on its common stock. To the extent NRG declares such a dividend, the 
amount available for dividends is currently limited by the Company's senior secured credit agreements and high 
yield note indentures. 
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Repurchase of equity securities 

NRG's repurchases of equity securities for the year ended December 31, 2009, were as follows: 

For the Year Ended December 31, 2009 

First quarter .................. . 
Second quarter ................ . 
Third quarter ................. . 
Fourth quarter .......... . 

Total for 2009 ................ . 

Total Number of 
Shares Purchased 

8,919,100 
10,386,400 

19,305,500 

Average Price 
Paid per Share 

$ 

28.01 
24.05 

$ 25.88 

Total Number 
of Shares Dollar Value of 

Purchased as Shares that may be 
Part of Publicly Purchased Under the 

Announced Plans 2009 Capital 
or Programs Allocation Plan 

$ 330,000,000 
330,000,000 

8,919,100 250,002,565 
10,386,400 

19,305,500 $ 

The Company's Capital Allocation Plan included the completion of the 2008 Capital Allocation Plan with the 
planned purchase of$30 million of common stock as well as the purchase of an additional $300 million in common 
stock under the previously announced 2009 Capital Allocation Plan. In July 2009, as part of the Company's 2009 
Capital Allocation Program, NRG's Board of Directors approved an increase to the Company's previously 
authorized common share repurchases under its capital allocation plan from the existing $330 million to 
$500 million. The Company's repurchases during the quarters ended September 30, 2009, and December 31, 
2009, were $250 million and $250 million, respectively. The Company's share repurchases are subject to market 
prices, financial restrictions under the Company's debt facilities, and as pennitted by securities laws. 

Securities Authorized for Issuance under Equity Compensation Plans 

Plan Category 

Equity compensation plans approved 
by security holders ............ . 

Equity compensation plans not 
approved by security holders ..... . 

Total ....................... . 

(0) 

Number of Securities 
to be Issued Upon 

Exercise of 
Outstanding Options, 
Warrants and Rights 

7,947,003 

7,947,003 

(b) 

Weighted-Average Exercise 
Price of Outstanding 

Options, Warrants and 
Rights 

$ 25.07 

N/A 

$ 25.07 

(~) 

Number of Securities 
Remaining Available 
for Future Issuance 

Under Equity Compensation 
Plans (Excluding 

Securities Reflected 
in Column (a,) 

5,129,593 

5,129,593 

(a) Consists of NRG Energy, Inc.'s Long-Term Incentive Plan, or the LTlp, and NRG Energy, Inc.'s Employee Stock Purchase Plan, or the 
ESPP. The LTiP became effective upon the Company's emergence from bankruptcy. The LTIP was subsequently approved by the 
Company's stockholders on August 4, 2004 and was amended on April 28, 2006 to increase the number of shares available for issuance to 
16,000,000, on a post~split basis, and again on December 8, 2006 to make technical and administrative changes. The LTIP provides for 
grants of stock options, stock appreciation rights, restricted stock, performance units, deferred stock units and dividend equivalent rights. 
NRG's directors, officers and employees, as well as other individuals performing services for, or to whom an offer of employment has been 
extended by the Company, are eligible to receive grants under the LTIP. The purpose of the LTIP is to promote the Company's long~tenn 
growth and profitability by providing these individuals with incentives to maximize stockholder value and othelWise contribute to the 
Company's success and to enable the Company to attract, retain and reward the best available persons for positions of responsibility. The 
Compensation Committee of the Board of Directors administers the LTIP. There were 5,129,593 and 6,798,074 shares of common stock 
remaining available for grants of awards under NRG's LTIP as of December 31, 2009 and 2008, respectively. The ESPP was approved by 
the Company's stockholders on May 14,2008. There were 500,000 shares reserved from the Company's treasury shares for the ESPP. As of 
December 3 I, 2009. there were 418,468 shares oftreasury stock reserved for issuance under the ESPP. in January 201 0, 54,845 shares were 
issued to employees accounts from the treasury stock reserve for the ESPP. 
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Stock Performance Graph 

The perfonnance graph below compares NRG's cumulative total shareholder return on the Company's 
common stock for the period December 31, 2004, through December 31, 2009, with the cumulative total 
return of the Standard & Poor's 500 Composite Stock Price Index, or S&P 500, and the Philadelphia Utility 
Sector Index, or UTY. NRG's common stock trades on the New York Stock Exchange under the symbol "NRG". 

The perfonnance graph shown below is being provided as furnished and compares each period assuming that 
$100 was invested on December 31,2004, in each of the common stock ofNRG, the stocks included in the S&P 500 
and the stocks included in the UTY, and that all dividends were reinvested. 
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Item 5 - Selected Financial Data 

The following table presents NRG's historical selected financial data. The data included in the following table 
has been restated to reflect the assets,liabilities and results of operations of certain projects that have met the criteria 
for treatment as discontinued operations as well as the retroactive effect of the two-for-one stock split effective 
May 25, 2007. For additional infonnation refer to Item 14 - Note 4, Discontinued Operations and Dispositions, to 
the Consolidated Financial Statements. 

This historical data should be read in conjunction with the Consolidated Financial Statements and the related 
notes thereto in Item 14 and Item 6, Management s Discussion and Analysis of Financial Condition and Results of 
Operations. 

Statement of income data: 
Total operating revenues .................... . 
Total operating costs and expenses ............. . 
Income from continuing operations, net ......... . 
Income from discontinued operations, net ........ . 
Net income attributable to NRG Energy, Inc. . .... . 
Common share data: 
Basic shares outstanding - average ............ . 
Diluted shares outstanding - average ........... . 
Shares outstanding - end of year .............. . 
Per share data: 
Income attributable to NRG from continuing 

operations - basic. . .. . ............ . 
Income attributable to NRG from continuing 

operations - diluted . . . . . . . . . . . . . . . ..... . 
Net income attributable to NRG - basic ........ . 
Net income attributable to NRG - diluted ...... . 
Book value. . . . . . . . . . . . ............ . 
Business metrics: 
Cash flow from operations ................... . 
Liquidity position fa) ••••.••••••••••••••••••• 

Ratio of earnings to fixed charges ............. . 
Ratio of earnings to fixed charges and preference 

dividends ............................... . 
Return on equity .......................... . 
Ratio of debt to total capitalization ............. . 
Balance sheet data: 
Current assets ............................ . 
Current liabilities .......................... . 
Property, plant and equipment, net ............. . 
Total assets .............................. . 
Long-term debt, including current maturities and 
capital leases ............................ . 

Total stockholders' equity ................... . 
NIA - Nor applicable 

2009 

$ 8,952 
7,283 

941 

942 

246 
271 
254 

3.70 

3.44 
3.70 
3.44 

29.72 

Year Ended December 31, 
2008 2007 2006 

(In millions unless otherwise noted) 

$ 6,885 
5,119 
1,053 

172 
1,225 

235 
275 
234 

4.25 

3.80 
4.98 
4.43 

26.75 

$ 5,989 
5,073 

556 
17 

573 

240 
288 
237 

2.09 

1.90 
2.16 
1.96 

19.55 

$ 5,585 
4,724 

539 
78 

617 

258 
301 
245 

1.89 

1.76 
2.19 
2.02 

19.60 

2005 

$ 2,400 
2,290 

68 
16 
84 

169 
171 
161 

0.28 

0.28 
0.38 
0.38 

11.31 

$ 2,106 $ 
3,971 

3.27 

1,479 $ 
4,124 

3.65 

1,517 $ 
2,715 

2.24 

408 $ 
2,227 

2.36 

68 
758 
1.57 

3.04 
12.24% 
43.49% 

$ 6,208 
3,762 

11,564 
23,378 

8,418 
$ 7,697 

3.19 
17.20% 
47.50% 

$ 8,492 
6,581 

II ,545 
24,808 

8,161 
$ 7,123 

1.99 
10.38% 
55.58% 

$ 3,562 
2,277 

11,320 
19,274 

8,346 
$ 5,519 

2.08 
10.85% 
57.18% 

$ 3,083 
2,032 

11,546 
19,436 

8,698 
$ 5,686 

1.32 
3.77% 

44.91% 

$ 2,197 
1,357 
2,559 
7,467 

2,456 
$ 2,231 

(a) Liquidity position is determined as disclosed in Item 6, Liquidity and Capital Resources. Liquidiry Position. It includes funds deposited by 
counterparties of$l77 million and $754 million as of December 31, 2009 and 2008, respectively, which represents cash held as collateral 
from hedge counterparties in support of energy risk management activities. It is the Company's intention to limit the use of these funds for 
repayment of the related current liability for collateral received in support of energy lisk management activities. 
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The following table provides the details of NRO's operating revenues: 

Year Ended December 31, 

2009 2008 2007 2006 200S 
(In millions) 

Energy ......... ............. . . ...... $ 3,031 $ 4,519 $ 4,265 $ 3,155 $ 1,840 
Capacity ......... ....... . ............. . 1,030 1,359 1,196 1,516 563 
Retail revenue ...... . . . . . . . . . . . . . . . . . . 4,440 
Risk management activities ....... . . . . . . . . . . . . . . 418 418 4 124 (292) 
Contract amortization ............. . ...... (179) 278 242 628 9 
Thermal. ....................... 100 114 125 124 124 
Hedge Reset. .... ............... . (129) 
Other ............ . . . . . . . . . . . . . . . 112 197 157 167 156 

Total operating revenues . ............... . $ 8,952 $ 6,885 $ 5,989 $ 5,585 $ 2,400 

Energy revenue consists of revenues received from third parties for sales in the day-ahead and real-time 
markets, as well as bilateral sales. Beginning in 2006, energy revenues also included revenues from the settlement of 
financial instruments that quality for cash flow hedge accounting treatment. 

Capacity revenue consists of revenues received from a third party at either the market or negotiated contract 
rates for making installed generation capacity available in order to satisfy system integrity and reliability 
requirements. Capacity revenues also included revenues from the settlement of financial instruments that 
quality for cash flow hedge accounting treatment. In addition, capacity revenue includes revenue received 
under tolling arrangements, which entitle third parties to dispatch NRO's facilities and assume title to the 
electrical generation produced from that facility. 

Retail revenue, representing operating revenue of Reliant Energy, consists of revenues from retail electric sales 
to residential, small business, commercial, industrial and governmental/institutional customers, as well as revenues 
from the sale of excess supply into various markets in Texas. 

Risk management activities includes fair value changes of economic hedges that did not qualify for cash flow 
hedge accounting, ineffectiveness on cash flow hedges and trading activities. It also includes the settlement of all 
derivative transactions that do not qualify for cash flow hedge accounting treatment. Prior to 2006, risk management 
activities included the settlement offinancial instruments that qualified for cash flow hedge accounting treatment. 

Thermal revenue consists of revenues received from the sale of steam, hot and chilled water generally 
produced at a central district energy plant and sold to commercial, governmental and residential buildings for space 
heating, domestic hot water heating and air conditioning. It also includes the sale of high-pressure steam produced 
and delivered to industrial customers that is used as part of an industrial process. 

Contract amortization revenues consists of acquired power contracts, gas swaps, and certain power sales 
agreements assumed at Fresh Start and Texas Genco purchase accounting dates related to the sale of electric 
capacity and energy in future periods, which are amortized into revenue over the term of the underlying contracts 
based on actual generation Or contracted volumes. Also included is amortization of the intangible asset for net in
market C&I contracts that was established in connection with the acquisition of Reliant Energy. 

Hedge Reset is the impact from the net settlement of long-term power contracts and gas swaps by negotiating 
prices to current market. This transaction was completed in November 2006. 

Other revenue primarily consists of operations and maintenance fees, or O&M fees, construction management 
services, or CMA fees, sale of natural gas and emission allowances, and revenue from ancillary services. O&M fees 
consist of revenues received from providing certain unconsolidated affiliates with services under long-tenn 
operating agreements. CMA fees are earned where NRG provides certain management and oversight of 
construction projects pursuant to negotiated agreements such as for the GenConn and Cedar Bayou 4 
construction projects. Ancillary services are comprised of the sale of energy-related products associated with 
the generation of electrical energy such as spinning reserves, reactive power and other similar products. 
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Item 6 - Management's Discussion and Analysis of Financial Condition and Results of Operations 

In this discussion and analysis, the Company discusses and explains its financial condition and results of 
operations, including: 

• Factors which affect NRG's business; 
• NRG's earnings and costs in the periods presented; 
• Changes in earnings and costs between periods; 
• Impact of these factors on NRG's overalJ financial condition; 
• A discussion of new and ongoing initiatives that may affect NRG's future results of operations and 

financial condition; 
• Expected future expenditures for capital projects; and 
• Expected sources of cash for future operations and capital expenditures. 

As you read this discussion and analysis, refer to NRG's Consolidated Statements of Operations, which 
presents the results of the Company's operations for the years ended December 31, 2009, 2008 and 2007. The 
Company analyzes and explains the differences between the periods in the specific line items of NRG's 
Consolidated Statements of Operations. This discussion and analysis has been organized as follows: 

• Executive Summary, including introduction and overview, business strategy, and the business environment 
in which NRG operates including how regulation, weather, and other factors affect the business; 

• Significant events that are important to understanding the results of operations and financial condition; 
• Results of operations beginning with an overview of the Company's results, followed by a more detailed 

review of those results by operating segment; 
• Financial condition addressing credit ratings, liquidity position, sources and uses of cash, capital resources 

and requirements, commitments, and off-balance sheet arrangements; and 
• Critical accounting policies which are most important to both the portrayal of the Company's financial 

condition and results of operations, and which require management's most difficult, subjective or complex 
judgment. 

Executive Summary 

Overview 

NRG Energy, Inc., or NRG or the Company, is primarily a wholesale power generation company with a 
significant presence in major competitive power markets in the U.S., as well as a major retail electricity franchise in 
the ERCOT (Texas) market. NRG is engaged in the ownership, development, construction and operation of power 
generation facilities, the transacting in and trading offuel and transportation services, the trading of energy, capacity 
and related products in the U.S. and select international markets, and the supply of electricity and energy services to 
retail electricity customers in the Texas market. 

As of December 31,2009, NRG had a total global genemtion portfolio of 187 active operating fossil fuel and 
nuclear generation units, at 44 power generation plants, with an aggregate generation capacity of approximately 
24,115 MW, and approximately 400 MW under construction which includes partner interests of 200 MW. In 
addition to its fossil fuel plant ownership, NRG has ownership interests in operating renewable facilities with an 
aggregate generation capacity of 365 MW, consisting of three wind farms representing an aggregate generation 
capacity of345 MW (which includes partner interest of75 MW) and a solar facility with an aggregate generation 
capacity of 20 MW. Within the U.S., NRG has large and diversified power generation portfolios in terms of 
geography, fuel-type and dispatch levels, with approximately 23,110 MW of fossil fuel and nuclear generation 
capacity in 179 active generating units at 42 plants. The Company's power generation facilities are most heavily 
concentrated in Texas (approximately 11,340 MW, including 345 MW from three wind farms), the Northeast 
(approximately 7,015 MW), South Central (approximately 2,855 MW), and West (approximately 2,150 MW, 
including 20 MW from a solar farm) regions of the U.S., with approximately 115 MW of additional generation 
capacity from the Company's thermal assets. In addition, through certain foreign subsidiaries, NRG has investments 
in power generation projects located in Australia and Germany with approximately 1,005 MW of generation 
capacity. 
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NRG's principal domestic power plants consist ofa mix of natural gas-, coal-, oil-fired, nuclear and renewable 
facilities, representing approximately 46%,32%,16%,5% and 1% of the Company's total domestic generation 
capacity, respectively. In addition, 9% ofNRG's domestic generating facilities have dual or multiple fuel capacity, 
which allows plants to dispatch with the lowest cost fuel option. 

NRG's domestic generation facilities consist of intermittent, baseload, intermediate and peaking power 
generation facilities, the ranking of which is referred to as the Merit Order, and include thermal energy production 
plants. The sale of capacity and power from base load generation facilities accounts for the majority of the 
Company's revenues and provides a stable source of cash flow. In addition, NRG's generation portfolio provides the 
Company with opportunities to capture additional revenues by selling power during periods of peak demand, 
offering capacity or similar products to retail electric providers and others, and providing ancillary services to 
support system reliability. 

On May 1,2009, NRG acquired Reliant Energy, which is the second largest electricity provider to Mass 
customers in Texas. Reliant Energy is also the largest electricity and energy services provider, based on load, to C&I 
customers in Texas. Based on metered locations, as of December 31, 2009, Reliant Energy had approximately 
1.5 million Mass customers and approximately 0.1 million C&I customers. Reliant Energy arranges for the 
transmission and delivery of electricity to customers, biBs customers, coBects payments for electricity sold and 
maintains call centers to provide customer service. 

NRG's Business Strategy 

NRG's business strategy is intended to maximize shareholder value through production and the sale of safe, 
reliable and affordable power to its customers and in the markets served by the Company, while aggressively 
pursuing sustainable energy solutions for the future. 

The Company's strategy is focused on: (i) top decile operating performance of its existing operating assets and 
enhanced operating performance of the Company's commercial operations and hedging program; (ii) repowering of 
power generation assets at existing sites and development of new power generation projects; (iii) empowering retail 
customers with distinctive products and services that transform how they use, manage and value energy; 
(iv) engaging in a proactive capital allocation plan focused on achieving the regular return of capital to 
stockholders within the dictates of prudent balance sheet management; and (v) pursuit of selective 
acquisitions, joint ventures, divestitures and investments in energy-related new businesses and new 
technologies in order to enhance the Company's asset mix and competitive position in the its core markets, as 
well as increasing demand for sustainable energy lifestyles and combating climate change. 

This strategy is supported by the Company's five major initiatives (FORNRG. RepoweringNRG, econrg, 
Future NRG and NRG Global Giving) which are designed to enhance the Company's competitive advantages in 
these strategic areas and enable the Company to convert the challenges faced by the power industry in the coming 
years into opportunities for financial growth. This strategy is being implemented by focusing on the fol1owing 
principles: 

Operational Performance - The Company is focused on increasing value from its existing assets. Through 
the FORNRG 2.0 initiative, NRG will continue its companywide effort to focus on extracting value from its 
portfolio by improving plant performance, reducing costs and harnessing the Company's advantages of scale in the 
procurement of fuels and other commodities, parts and services, and in doing so improving the Company's ROIC. 

In addition to the FORNRG initiative. the Company seeks to maximize profitability and manage cash flow 
volatility through the Company's commercial operations strategy by leveraging its: (i) expertise in marketing power 
and ancillary services; (ii) its knowledge of markets; (iii) its balanced financial structure; and (iv) its diverse 
portfolio of power generation assets in the execution of asset-based risk management, hedging. marketing and 
trading strategies within well-defined risk and liquidity guidelines. The Company's marketing and hedging 
philosophy is centered on generating stable returns from its portfolio of baseload power generation assets 
while preserving an ability to capitalize on strong spot market conditions and to capture the extrinsic value of 
the Company's intermediate and peaking facilities and portions of its baseload fleet. 
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The Company also seeks to achieve synergies between the Company's retail and wholesale business in Texas 
through its complementary generation portfolio in the Texas region, thereby creating the potential for a more stable, 
reliable and competitive business that benefits Texas consumers. By backing Reliant Energy's load-serving 
requirements with NRG's generation and risk management practices, the need to sell and buy power from 
other financial institutions and intennediaries that trade in the ERCOT market may be reduced, resulting in 
reduced transaction costs, credit exposures, and collateral postings. In addition, with Reliant Energy's base of retail 
customers, NRG now has a customer interface with the scale that is important to the successful deployment of 
consumer facing energy technologies and services. 

Finally, NRG remains focused on cash flow and maintaining appropriate levels ofliquidity, debt and equity in 
order to ensure continued access, through all economic and financial cycles, to capital for investment, to enhance 
risk-adjusted returns and to provide flexibility in executing NRG's business strategy, including a regular return of 
capital to its debt and equity holders. 

Development ~ NRG is favorably positioned to pursue growth opportunities through expansion of its existing 
generating capacity and development of new generating capacity at its existing facilities, as well as "clean" coal and 
the retrofit of post-combustion carbon capture technologies. Primarily through the RepoweringNRG and econrg 
initiatives, NRG intends to invest in its existing assets through plant improvements, repowerings, brownfield 
development and site expansions to meet anticipated requirements for additional capacity in NRG's core markets, 
with an emphasis on new capacity that is supported by long-tenn power sales agreements and financed with limited 
or non-recourse project financing, and the demonstration and deployment of "green" technologies. 
RepoweringNRG is a comprehensive portfolio redevelopment program designed to develop, construct and 
operate new multi-fuel, multi-technology, highly efficient and environmentally responsible generation capacity 
in locations where the Company anticipates retiring certain existing units and adding new generation to meet 
growing demand in the Company's core markets. econrg represents NRG's commitment to environmentally 
responsible power generation by addressing the challenges of climate change, clean air and water, and conservation 
of our natural resources while taking advantage of business opportunities that may inure to NRG. NRG expects that 
these efforts will provide some orall of the following benefits: improved heat rates; lower delivered costs; expanded 
electricity production capability; improved ability to dispatch economically across the regional general portfolio; 
increased technological and fuel diversity; and reduced environmental impacts, including facilities that either have 
near zero GHG emissions or can be equipped to capture and sequester GHG emissions. In addition, several of the 
Company's original RepoweringNRG projects or projects commenced under that initiative since its inception may 
qualify for financial support under the infrastructure financing component of the American Recovery and 
Reinvestment Act as well as other government incentive packages. NRG has several applications pending or 
contemplated. 

New Businesses and New Technology - NRG is focused on the development and investment in energy
related new businesses and new technologies, including low or no GHG emitting energy generating sources, such as 
nuclear, wind, solar thennal, and photovoltaic, as well as other endeavors where the benefits of such investments 
represent significant commercial opportunities and create a comparative advantage for the Company, such as smart 
meters, electric vehicle ecosystems, and distributed "clean" solutions. The Company has made a series of recent 
advancements in these initiatives, including: (i) the acquisition of Bluewater Wind, an offshore wind development 
company; (ii) the acquisition of Blythe Solar, the largest photovoltaic solar power facility in California; (iii) the 
commercial operation of the Langford Wind Fann, the Company's third wind farm to be brought online; (iv) a 
partnership between Reliant Energy and the City of Houston and a partnership between Reliant Energy and Nissan 
to make Houston, Texas a launch city for the use of electric vehicles; and (v) the use of "smarf' meters for Reliant 
Energy customers. Furthermore, the Company, supported by the econrg initiative, intends to capitalize on the high 
growth opportunities presented by government-mandated renewable portfolio standards, tax incentives and loan 
guaranties for renewable energy projects, new technologies and expected future carbon regulation. 

Company-Wide Initiatives - In addition, the Company's overall strategy is also supported by Future NRG 
and NRG Global Giving initiatives. Future NRG is the Company's workforce planning and development initiative 
and represents NRG's strong commitment to planning for future staffing requirements to meet the on-going needs of 
the Company's current operations and initiatives. NRG Global Giving is designed to enhance respect for the 
community, which is one ofNRG's core values. The Global Giving Program invests NRG's resources to strengthen 
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the communities where NRG does business and seeks to make community investments in four focus areas: 
community and economic development, education, environment and human welfare. 

Business Environment 

General Industry - Trends impacting the power industry include: (i) financial credit market availability; and 
(ii) increased regulatory and political scrutiny. The industry dynamics and external influences that will affect the 
Company and the power generation industry in 2010 and for the medium tenn include: 

Consolidation - Over the long-tenn, industry consolidation is expected to occur, with mergers and 
acquisitions activity in the power generation sector likely to involve utility-merchant or merchant-merchant 
combinations. There may also be interest by foreign power companies, particularly European utilities, in the 
American power generation sector. 

Financial Credit Market Availability - Power generation companies are capital intensive and, as such, rely on 
the credit markets for liquidity and for the financing of power generation investments. In addition, economic 
recessions historically result in lower power demand, power prices, and fuel prices. During 2009, the nation's credit 
markets recovered to some extent although credit continued to be tight relative to years prior to 2008. As evidence of 
the markets' improvement, in April 2009, GenConn Energy, a joint venture ofNRG and the United Illuminating 
Company, closed on a $534 million project financing and NRG was able to issue $700 million of bonds in June 
2009, with a 10-year maturity at a yield to maturity of 8.75%. In addition, NRG had arranged a Credit Sleeve 
Reimbursement Agreement, or CSRA, with Merrill Lynch to support Reliant Energy after closing the acquisition. 
NRG has a diversified liquidity program, with $3.8 billion in total liquidity as of December 31, 2009, excluding 
funds deposited by counterparties, and a first and second lien structure that enables significant strategic hedging 
while reducing requirements for the posting of cash or letters of credit as collateral. NRG transacts with a diversified 
pool of counterparties and actively manages the Company's exposure to any single counterparty. See Part II, 
Item 6 - Liquidity and Capital Resources, and Part II, Item 6a - Quantitative and Qualitative Disclosures about 
Market Risk for a further discussion. 

The addition of Reliant Energy to NRG's existing generation business may provide opportunities to match 
generation to load directly which should reduce hedging and credit costs that both businesses would incur ifhedged 
separately. Reliant Energy, which expects to lock in its wholesale supply in order to secure its margin as load is 
contracted, should also benefit from having better access to nonstandard and longer tenn products necessary to meet 
load. NRG expects to continue hedging its wholesale production consistent with its prior practice, but now will 
benefit from having an additional outlet for its range of generation products. 

Climate Change - The U.S. signed the Copenhagen Accord, or the Accord, which sets the stage for a 
worldwide approach to this global issue. Under the Accord, the U.S. has committed to a 17% reduction from 2005 
emission levels ofGHGs by 2020. While Congress was unable to come to agreement on climate legislation in 2009, 
the subject continues to be a topic for consideration in 2010. Lack of legislation will prolong the uncertainty of the 
nature and timing of GHG requirements and their resulting impact on NRG. 

Climate change efforts continued outside of the legislature. The RGGI cap-and-trade program, in which NRG's 
emissions of CO2 were 8 million tonnes in 2009, ended its first year with low allowance prices, nearing the reserve 
floor. This trend is expected to continue in the short term while the region works through the recession and increased 
use of renewable energy. California continues to develop their program for 2012 implementation. In addition to 
regional efforts, the U.S. EPA moved forward with a finding that GHGs do pose a threat to public health and welfare 
and light duty tailpipe regulations. These efforts will ultimately trigger the application of existing GHG pennitting 
requirements for new and modified stationary sources like power plants, although the effective date and specifics of 
implementation lack clarity. The impact to NRG is dependent on the timing and implementation ofPSDINSR and 
Title V permit requirements with regard to GHGs and any future actions taken by the U.S. EPA. 

In 2009, in the course of producing approximately 71 million MWh ofeiectricity, NRG's power plants emitted 
59 million tonnes of CO2, of which 53 million tonnes were emitted in the U.S., 3 million tonnes in Gennany and 
3 million tonnes in Australia. The impact from legislation or federal, regional or state regulation of GHGs on the 
Company's financial performance will depend on a numberoffactors, including the overall level ofGHG reductions 
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required under any such regulations, the price and availability of offsets, and the extent to which NRG would be 
entitled to receive CO2 emissions allowances without having to purchase them in an auction or on the open market. 
Thereafter, under any such legislation or regulation, the impact on NRG would depend on the Company's level of 
success in developing and deploying low and no carbon technologies such as those being pursued as part of the 
RepowerjngNRG. Additionally, NRG's current contracts with its South Central region's cooperative customers 
allows for the recovery of emission-based costs. 

Environmental Regulatory Landscape - A number of regulations that could significantly impact the power 
generation industry are in development or under review by the U.S. EPA: CAIR, MACT, NAAQS revisions, coal 
combustion wastes. once-through cooling, and GHG regulations. While most of these regulations have been 
considered for some time. they are expected to gain clarity in 2010 through 2011. The timing and stringency of these 
regulations will provide a framework for the retrofit of existing fossil plants and deployment of new, cleaner 
technologies in the next decade. The Company has included capital to meet anticipated CAIR Phase I and II, MACT 
standards for mercury. and the installation of "Best Technology Available" under the 316(b) Rule in the current 
estimated environmental capital expenditure. While the Company cannot predict the impact of future regulations 
and would likely face additional investments over time. these expenditures, combined with the Company's already 
existing air quality controls; use of Powder River Basin coal; closed cycle cooling; and dry ash handling systems, 
position NRG well to meet more stringent requirements. 

Public Policy Support and Government Financial Incentives - The economic crisis, a changing public policy 
environment, and the current political climate have led to a shift away from utility investment in traditional fossil
fueled coal and natural gas-fired capacity and towards investment in non-traditional capacity. including renewable 
technologies, demand-side resources and nuclear. Generous public support, in the form of tax credits. loan 
guarantees, depreciation tax benefits, renewable energy credits, or RECs, and various other state and local 
incentives, are now available to builders of renewable electric generation. State Renewable Portfolio Standards, or 
RPS, requirements are now "on the books" in 28 states requiring load-serving entities to eventually source large 
percentages of their supply requirements from renewable sources or by purchasing REC credits, and federal 
requirements may follow. Designers of capacity markets in the Northeast region have attempted to improve the 
position of demand side resources relative to peaking capacity by holding these resources to a less stringent 
deliverability standard. Finally, the threat of carbon policy has had a "chilling" effect on new fossil generation 
supply additions, while encouraging all zero-carbon sources. These developments are likely to increase the role of 
renewable energy in the next energy commodity cycle. driving changes in wholesale market dynamics as renewable 
market share rises. 

Infrastructure Development - In the recent recessionary environment, the U.S. has experienced a contraction 
m demand, led primarily by reduced industrial demand in the manufacturing, chemical and petrochemical 
industries. As a result of lower demand and a proliferation of new natural gas supply from shale gas reserves, 
near term gas and power markets have experienced lower prices thus causing delays and cancellations of new 
generation supply and transmission investments. The Company expects recovery from the recession could lead to 
demand recovery and a trending back toward normalized growth rates spurring the need for additional generation 
supply. The potential for future federal carbon legislation and more restrictive environmental regulations could 
cause a rebalancing of the generation sector with older less efficient coal plants risking retirement and new 
infrastructure capital being deployed into low carbon technology in the form of base load nuclear, renewable energy 
projects. and high efficiency (quick start) natural gas units. Government sponsored subsidies in the form of cash 
grants, investment tax credits and loan guarantees along with improved environmental policy clarity will continue to 
be crucial to help finance additional generation investment. 

Natural Gas Market - The price of natural gas plays an important role in setting the price of electricity in 
many of the regions where NRG operates power plants. Natural gas prices are driven by many variables including 
demand from industrial, residential; and electric sectors; productivity across natural gas supply basins; fixed and 
variable costs of natural gas production; changes in pipeline infrastructure, and the financial and hedging profile of 
natural gas consumers and producers. In 2009, domestic natural gas supply increased, while demand decreased in 
the wake ofthe recession, leading to a fall in natural gas prices when compared to 2008. The increase in natural gas 
supply was due to increased production from unconventional resources. particularly the shale basins, and from the 
low variable costs of extraction from these resources. The Company expects rebalancing of the natural gas market to 
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continue, and a price recovery could be driven by supply cuts as producer hedges roll-off and variable costs rise 
above market prices. 

Average Natural Gas Price ($IMMbtu) 
2009 2008 2007 

Henry Hub ............................................. . $ 3.92 $ 8.85 $ 6.94 

Electricity Prices - The price of electricity is a key determinant of the profitability of the Company's 
generation portfolio. In 2009, prices for electricity were lower than in 2008, affected by both lower prices for natural 
gas and lower electric demand due largely to the recession. As general economic conditions improve, NRG expects 
to see a similar recovery in electric demand. The following table summarizes average on-peak power prices for each 
of the major markets in which NRG operates for the years ended December 31, 2009, 2008 and 2007. 

Region 

Texas ........................... '" ................... . 
Northeast .............................................. . 
South Central ........................................... . 
West................... . ........................... . 

Competition 

$ 35.43 
46.14 
33.58 

$ 40.10 

$ 86.23 
91.68 
71.25 

$ 82.20 

$ 

$ 

60.98 
76.37 
59.63 
66.46 

Wholesale power generation is a capital-intensive, commodity-driven business with numerous industry 
participants. NRG competes on the basis of the location of its plants and ownership of multiple plants in 
various regions, which increases the stability and reliability of its energy supply. Wholesale power generation 
is basically a local business that is currently highly fragmented relative to other commodity industries and diverse in 
terms of industry structure. As such, there is a wide variation in terms of the capabilities, resources, nature, and 
identity of the companies NRG competes with depending on the market. 

The deregulated retail energy business in ERCOT is a competitive business. In general, competition in the 
retail energy business is on the basis of price, service, brand image, product offerings, and market perceptions of 
creditworthiness. Reliant Energy sells electricity pursuant to fixed price or indexed products, and customers elect 
terms of service typically ranging from one month to five years. Reliant Energy's rates are market-based rates, and 
not subject to traditional cost-of-service regulation by the PUCT. Non-affiliated transmission and distribution 
service companies provide, on a non-discriminatory basis, the wires and metering services necessary to access 
customers. 

Weather 

Weather conditions in the different regions of the U.S. influence the financial results of NRG's businesses. 
Weather conditions can affect the supply and demand for electricity and fuels. Changes in energy supply and 
demand may impact the price of these energy commodities in both the spot and forward markets, which may affect 
the Company's results in any given period. Typically, demand for and the price of electricity is higher in the summer 
and the winter seasons, when temperatures are more extreme. The demand for and price of natural gas and oil are 
higher in the winter. However, all regions of North America typically do not experience extreme weather conditions 
at the same time, thus NRG is typically not exposed to the effects of extreme weather in all parts of its business at 
once. 

Other Factors 

A number of other factors significantly influence the level and volatility of prices for energy commodities and 
related derivative products for NRG's business. These factors include: 

• seasonal daily and hourly changes in demand; 
• extreme peak demands; 
• available supply resources; 
• transportation and transmission availability and reliability within and between regions; 
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• location of NRG's generating facilities relative to the location of its load-serving opportunities; 
• procedures used to maintain the integrity of the physical electricity system during extreme conditions; and 
• changes in the nature and extent of federal and state regulations. 

These factors can affect energy commodity and derivative prices in different ways and to different degrees. 
These effects may vary throughout the country as a result of regional differences in: 

• weather conditions; 
• market liquidity; 
• capability and reliability of the physical electricity and gas systems; 
• local transportation systems; and 
• the nature and extent of electricity deregulation. 

Environmental Maners, Regulatory Maners and Legal Proceedings 

NRG discusses details of its other environmental matters in Item 14 - Note 24, Environmental Matters, to the 
Consolidated Financial Statements and Item I, Business - Environmental Matters, section. NRG discusses details 
of its regulatory matters in Item 14 - Note 23, Regulatory Matters, to the Consolidated Financial Statements and 
Item 1, Business - Environmental Matters, section. NRG discusses details of its legal proceedings in Item 14-
Note 22, Commitments and Contingencies, to these Consolidated Financial Statements. Some of this infonnation is 
about costs that may be material to the Company's financial results. 

NINA - On December 30, 2009, NINA had received an estimate from TANE, the prime contractor, 
containing the overnight estimate of the EPC Cost. The estimate was approximately $11.5 billion for STP 
Units 3 and 4 with an opportunity to reduce cost subject to certain specification changes. Based on the estimate 
provided by TANE and the Company's internal assessments, NINA continues to believe that NRG's stated target of 
$9.8 billion or $3,229/kW based on 3,000 MW gross output is achievable. Cost reductions will be achieved through 
a combination of specification changes and the re-alignment of risks and responsibilities among key project 
stakeholders. 

Owners' Costs for the project, on an escalated basis, are estimated to total approximately $2.1 billion during 
the construction period. This is primarily comprised of the costs for NRG's agent STPNOC, owners' contingency 
and the initial fuel load. Financing Costs are estimated to be approximately $1.5 billion during the construction 
period, and are comprised of the variables described above. 

On February 17, 20 I 0, an agreement in principle was reached with CPS for NINA to acquire a controlling 
interest in the project to construct STP Units 3 and 4 through a settlement of the litigation between the parties. As 
part of the agreement, NINA would increase its ownership in the STP Units 3 and 4 project from 50% to 92.375% 
and would assume full management control of the project. NINA would also pay $80 million to CPS, subject to 
receipt of a conditional DOE loan guarantee. The first $40 million would be promptly paid after receipt of the 
guarantee and the other half six months later. An additional $10 miIJion would be donated by NRG over four years in 
annual payments of $2.5 million to the Residential Energy Assistance Partnership in San Antonio. As part of the 
agreement with CPS, all litigation would be dismissed with prejudice. The parties continue to negotiate terms 
regarding final documentation of the agreement in principle. 

The agreement would enable the STP Unit 3 and 4 project expansion to move forward and allow NINA to 
continuing pursuing its application for a conditional loan guarantee from the DOE. If NINA is not successful in 
reaching a final agreement with CPS, obtaining a conditional loan guarantee, or selling down its interest in STP 
Units 3 and 4, there could be negative implications for the project that may result in a reassessment of the probability 
of success of the project and an impairment of the value of the capitalized assets for STP Units 3 and 4. An 
impairment would result in a pennanent write-down of the $299 million of construction-in-progress capitalized 
through December 31, 2009, plus any amounts capitalized through the impairment date. 
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Impact of inflation on NRG~s results 

Unless discussed specifically in the relevant segment, for the years ended December 31, 2009, 2008 and 2007, 
the impact of inflation and changing prices (due to changes in exchange rates) on NRG's revenues and income from 
continuing operations was immaterial. 

Capital AI/ocation Program 

NRG's capital allocation philosophy includes reinvestment in its core facilities, maintenance of prudent debt 
levels and interest coverage, the regular return of capital to shareholders and investment in repowering 
opportunities. As part of the 20 I 0 program, the Company will invest approximately $474 million in 
maintenance and environmental capital expenditures in the existing assets and $707 million in projects under 
RepoweringNRG that are currently under construction or for which there exists current obligations. Finally, in 
addition to scheduled debt amortization payment, in the first quarter 2010 the Company will offer its first lien 
lenders $430 million of its 2009 excess cash flow (as defined in the Senior Credit Facility) of which the Company 
made a prepayment of $200 million in December 2009. 

Significant events during the year ended December 31, 2009 

Results of Operations and Financial Condition 

• Acquisition of Reliant Energy - On May I, 2009, NRG acquired Reliant Energy, which consisted of the 
entire Texas electric retail business operation of RRI, for cash consideration of $360 million, net of cash 
acquired. During the eight months ended December 31, 2009, Reliant Energy added $4.4 billion in retail 
revenue and $3.5 billion in cost of sales to the Company's results. In addition, NRG incurred non-recurring 
acquisition-related transaction and integration costs which totaled $54 million for the eight months ended 
December 31, 2009. 

• Lower energy revenue - Energy revenues decreased $1.5 billion as a result of reduced energy prices as 
well as lower generation. The reduced energy prices were caused by lower: average natural gas prices of 
approximately 56%. The reduction in generation was driven by weakened demand for power due to the 
recessionary economy. 

• Lower capacity revenue - Capacity revenue decreased $329 million as a result of a lower portion of 
baseload contracts in the Texas region containing a capacity component. 

• Higher selling, general and administrative - The Company's total selling, general and administrative 
expense increased in 2009 by $231 million. For the eight months ended December 31, 2009, Reliant 
Energy selling, general and administrative expense totaled $203 million, including $61 million of bad debt 
expense. Also included in 2009 results was the non-recurring cost of the Exelon's exchange offer and proxy 
contest efforts of $31 million. 

• Liquidity pOSition - The Company's total liquidity, excluding collateral received, rose $430 million in 2009. 
Cash balances grew by $810 million since the end of 2008 as $2.1 billion of cash provided by operating 
activities exceeded cash used including $734 million of capita1 expenditures, $644 million in debt payments, 
$500 million in treasury share payments, and $427 million in business acquisitions offset by the proceeds 
from the sale of MIBRAG of $284 million and the proceeds from the issuance of debt of $892 million. 

• Purchase of treasury shares - During 2009, the Company repurchased 19,305,500 shares of common 
stock under its capital allocation plan for a total of $500 million. 

• Preferred Stock conversion - On March 16, 2009, all of the outstanding shares of the Company's 5.75% 
Preferred Stock were converted into common stock for $447 million. During 2009, a total of 
265,870 shares of Company's 4% Preferred Stock were converted into common stock for $257 million. 

• Sale oIM/BRAG - In 2009, the Company sold its 50% ownership interest in MIBRAG, to a consortium of 
Severoceske doly Chomutov, a member of the CEZ Group, and J&T Group. For its share, NRG received 
proceeds of$284 million, net of transaction costs and realized a $128 million gain on sale of the equity 
method investment. 
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• Issuance of 2019 Senior Notes -In June 2009, NRG completed the issuance of $700 million aggregate 
principal amount of8.5% Senior Notes due 2019, or 2019 Senior Notes. The Company used a portion of 
the net proceeds of $678 million to facilitate the early tennination of NRG 's obligations pursuant to the 
CSRA Amendment, which became effective October 5, 2009. 

• Merrill Lynch Credit Sleeve Facility- On May 1,2009, NRG arranged with Merrill Lynch to provide 
continuing credit support to Reliant Energy after closing the acquisition. In connection with entering into a 
transitional credit sleeve facility. or CSRA, NRG contributed $200 million of cash to Reliant Energy. In 
conjunction with the CSRA, NRG Power Marketing LLC, or PML, and Reliant Energy Power Supply LLC, 
or REPS. modified or novated certain transactions with counterparties to transfer PM1?s in-the-money 
transactions to REPS and moved $522 million of cash collateral held by NRG to Merrill Lynch, thereby 
reducing Merrill Lynch's actual and contingent collateral supporting Reliant Energy out-of-money positions. 
Effective October 5, 2009, the Company then executed the CSRA Amendment. In connection with this 
transaction, the Company posted $366 million of cash collateral to Merrill Lynch and other counterparties, 
returned $53 million of counterparty collateral, issued $206 million of letters of credit, and received 
$45 million of counterparty collateral. In addition, Merrill Lynch returned $250 million of previously posted 
cash collateral, and released liens on $322 million of unrestricted cash held by Reliant Energy. Upon 
execution of the CSRA Amendment, the Company was required to post collateral for any net liability 
derivatives, and other static margin associated with supply for Reliant Energy. 

• GenConn LLC related financings -In April 2009, NRG Connecticut Peaking LLC., a wholly-owned 
subsidiary ofNRG, executed an equity bridge loan facility, or EBL, in the amount of$121.5 million from a 
syndicate of banks. The purpose of the EBL is to fund the Company's proportionate share of the project 
construction costs required to be contributed into GenConn. Also in April 2009, GenConn secured 
financing for 50% of the Devon and Middletown project construction costs through a 7-year term loan 
facility, and also entered into a 5-year revolving working capital loan and letter of credit facility. The 
aggregate credit amount secured is $291 million, including $48 million for the revolving facility. In August 
2009, GenConn began to draw under the secured financing to cover costs related to the Devon project and 
as of December 31, 2009, has drawn $48 million. 

Other 

• NINA - On February 24, 2009, NINA executed an EPC agreement with TANE to build the STP 
expansion. Concurrent with the execution of the EPC agreement, NINA entered into a $500 million 
credit facility with Toshiba to finance the cost of long-lead materials for STP Units 3 and 4. 

• Cedar Bayou Generating Station -In June 2009, NRG and Optim Energy, LLC, or Optim Energy, 
completed construction and began commercial operation of a new natural gas-fueled combined cycle 
generating plant at NRGl; Cedar Bayou Generating Station in Chambers County, Texas. NRG and Optim 
Energy have a SO/50 undivided interest basis in the 520 MW generating plant. NRG is the operator of the 
plant and Optim Energy is acting as energy manager for Cedar Bayou unit 4. Cedar Bayou unit 4 is 
providing the Company a net capacity of 260 MW given NRG's 50% ownership. 

• Langford Wind Project -In December 2009, NRG completed its Langford project, a wholly-owned 150 MW 
wind fann located in Tom Green, Irion, and Schleicher Counties, Texas. The Company funded and developed 
this wind farm which consists of 100 General Electric 1.5 MW wind turbines. The project is eligible for a cash 
grant from the Department of Treasury and NRG has filed an application for an $84 million grant. 

• Acquisition and completion of Blythe Solar - On November 20, 2009, NRG acquired through its wholly
owned subsidiary NRG Solar LLC, FSE Blythe I, LLC, or Blythe Solar, from First Solar, Inc. On 
December 18, 2009, construction was completed and commercial operation began for the 20 MW utility
scale photovoitaic, or PY, solar facility located in Riverside County in southeastern California. The project 
is eligible for a cash grant from the Department of Treasury and NRG will file an application for an 
$18 million grant. 

• Unsolicited Exelon Proposal- On October 19,2008, the Company received an unsolicited proposal from 
Exelon Corporation to acquire all of the outstanding shares of the Company and on November 12,2008, 
Exelon announced a tender offer for all of the Company's outstanding common stock. NRG's Board of 
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Directors, after carefully reviewing the proposal, unanimously concluded that the proposal was not in the 
best interests of the stockholders and recommended that NRG stockholders not tender their shares. In 
addition, on June 17, 2009, Exelon filed a Definitive Proxy Statement with the SEC presenting their 
proposals for the Company's 2009 Annual Meeting of Stockholders. NRG's Board of Directors 
recommended a vote against each of their proposals. On July 2, 2009, Exelon revised their unsolicited 
proposal and NRG's Board of Directors, after carefully reviewing the proposal, unanimously concluded 
that the proposal was not in the best interests of the stockholders and recommended that NRG stockholders 
not tender their shares. On July 21, 2009, stockholders voted to re-elect all of the Company's director 
nominees to the NRG Board of Directors and rejected Exelon's proposals. On July 21, 2009, Exelon 
Corporation announced that in light of the vote results, effective immediately, it tenninated its offer to 
acquire all of the outstanding shares ofNRG. The total defense costs associated with Exelon's unsolicited 
proposal was approximately $39 million for the period October 1,2008, through December 31, 2009, of 
which $31 million was for the year ended December 31, 2009. 
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Consolidated Results of Operations 

]009 compared to ]008 

The following table provides selected financial information for NRG Energy, Inc., for the years ended 
December 31, 2009, and 2008: 

Operating Revenues 
Energy revenue . .......................................... . 
Capacity revenue . ............................................. . 
Retail revenue . ................................................ . 
Risk management activities ....................................... . 
Contract amortization ........................................... . 
Thermal revenue . .............................................. . 
Other revenues ............................................... . 

Total operating revenues .................................. . 

Operating Costs and Expenses 
Cost of sales . ................................................. . 
Risk management activities ....................................... . 
Other cost of operations . ............ _ . _ . __ ........ _ .. . .......... _ 

Total cost of operations . .... _ ..... _ .. _ .............. __ . 
Depreciation and amortization . __ .... __ ... _ . _ .......... _ ......... . 
Selling, general and administrative . ....... __ ..... _ . _ .... _ . __ ..... __ .. 
Acquisition-related transaction and integration costs . . . . . ... _ .. 
Development costs .... __ ........ _ ......... _ .... _ . __ .. 

Total operating costs and expenses . ...... . 
Operating Income . ............................ . 
Other Income/(Expense) 

Equity in earnings of unconsolidated affiliates ... '" .... _. . ...... . 
Gains on sales of equity method investments . ..................... . 
Other (loss )/income, net . ......................................... . 
Refinancing expenses ........................................... . 
Interest expense ........ _ ...................................... . 

Total other expenses . .......................................... . 

Income from Continuing Operations before income tax expense ...... . 
Income tax expense . ............................................ . 

Income from Continuing Operations . ............................... . 
Income from discontinued operations, net of income tax expense . ..... . 

Net Income . ................................................ . 
Less: Net loss attributable to noncontrolling interest . .................... . 
Net income attributable to NRC Energy, Inc. . ........................ . 

Business Metrics 
Average natural gas price - Henry Hub ($IMMbtu) 

NIA - Not applicable 
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Year Ended 
December 31, 

2009 2008 

(In millions except 
otherwise noted) 

$ 3,031 $ 4,519 
1,030 1,359 
4,440 

418 418 
{I 79) 278 
100 114 
112 197 

8,952 6,885 

4,524 2,641 
(338) 

~ 957 

5,323 3,598 

818 649 
550 319 

54 
48 46 

6,793 4,612 

~ 2,273 

41 59 
128 

(5) 17 
(20) 
~ (583) 

~~ 
1,669 1,766 

728 713 

941 1,053 
172 

$ 941 $ 1,225 
__ (I) 

$ 942 $ 1,225 
---

3.92 8.85 

Change% 

(33)% 
(24) 

N/A 

(164) 
(12) 
(43) 

30 

71 
N/A 

19 
48 
26 
72 

N/A 
4 

47 
(5) 

(31) 
N/A 
(129) 
N/A 

9 
(3) 
(5) 
2 

(9) 
(100) 

(23) 
N/A 
(23) 

(56)% 



The table below represents the results of NRG excluding the impact of Reliant Energy during the year ended 
December 31, 2009: 

Year ended December 31, 

2009 2008 
Total excluding 

Consolidated Reliant Energy Reliant Energy Consolidated Change% 

(In millions) 

Operating Revenues 
Energy revenue . ... ........... $ 3,031 $ $ 3,031 $ 4,519 (33)% 
Capacity revenue ........ 1,030 1,030 1,359 (24) 
Retail revenue . .......... 4,440 4,440 N/A 
Risk management activities . ....... 418 418 418 
Contract amortization ......... (179) (258) 79 278 (72) 
Thennal revenue . ............. 100 100 114 (12) 
Other revenues . .......... 112 112 197 --- (43) 

Total operating revenues ....... 8,952 4,182 4,770 6,885 (31 ) 
Operating Costs and Expenses 

Cost of sales . ........ ....... 4,524 3,003 1,521 2,641 (42) 
Risk management activities . .... (338) (315) (23) N/A 
Other operating costs '" . 1,137 153 984 957 3 --- ---

Total cost of operations . .... 5,323 2,841 2,482 3,598 (31) 
Depreciation and amortization . ..... 818 137 681 649 5 
Selling, general and administrative 550 203 347 319 9 
Acquisition-related transaction and 

integration costs ....... 54 54 N/A 
Development costs . ........ 48 48 46 4 ---

Total operating costs and 
expenses . ..... __ 6,793 3,181 3,612 4,612 (22) 

Operating Income . ...... _ _ ....... $ 2,159 $1,001 $ 1,158 $ 2,273 (49)% 

Operating Revenues 

Operating revenues, excluding risk management activities, increased $2.1 billion during the year ended 
December 31, 2009, compared to the same period in 2008. 

• Retail revenue - the acquisition of Reliant Energy contributed $4.4 billion of retail revenue during the 
eight months ended December 31, 2009. Retail revenue includes Mass revenues of $2.6 billion, C&I 
revenues of $1.6 billion, and supply management revenues of $251 million. 

• Energy revenue - decreased $1.5 billion during the year ended December 31, 2009, compared to the same 
period in 2008: 

o Texas - decreased by $431 million, with $253 million of the decrease driven by lower average 
realized energy prices, $116 million of the decrease driven by a reduction in generation, and a 
$62 million decrease in margin on MWh sold from purchased energy. The average realized energy 
price decreased by 9%, driven by a 45% decrease in merchant prices, offset by a 23% increase in 
contract prices. Lower merchant prices were driven by the combination of lower gas prices in 2009 
and unusually high pricing events that occurred in 2008 that did not repeat in 2009. Generation 
decreased by 4% driven by a 9% decrease in coal plant generation. This decrease in generation was 
offset by a 12% increase in gas plant generation primarily from Cedar Bayou 4 gas plant, and 
generation from Elbow Creek and Langford wind farms, none of which were in operation in 2008. 
Coal plant generation was adversely affected by lower energy prices driven by a 56% decrease in 
average natural gas prices in combination with increased wind generation which shifted the coal unit's 
position in the bid stack, negatively affecting coal plant generation. 
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o Northeast - decreased by $575 million, with $295 million of the decrease driven by lower energy 
prices and $334 million of the decrease attributable to a reduction in generation offset by a $54 million 
increase from higher net contract revenue. Merchant energy prices were lower by an average of 40%. 
The lower energy prices reduced the Company's net cost incurred to meet obligations under load 
serving contracts in the PJM market. Generation decreased by 31 %, with a 31 % decrease in coal 
generation and a 31 % decrease in oil and gas generation. Weakened demand for power combined with 
lower gas prices resulted in reduced merchant energy prices. Lower merchant energy prices combined 
with higher costs of production from the introduction ofRGGI resulted in increased hours where the 
coal plants were uneconomical to dispatch. The decline in oil and gas generation is attributable to 
fewer reliability run hours at Norwalk plant and higher maintenance work at Arthur Kill. 

o South Central - decreased by $118 million due to a $80 million decline in contract revenue, a 
$2 million decrease in merchant energy revenues and a $36 million decrease in margin on MWh sold 
from purchased energy. The contract revenue decrease was attributed to a 10% decrease in sales 
volumes and a $5.15 per MWh lower average realized price. The decline in contract energy price was 
driven by a $16 million decrease in fuel cost pass-through to the cooperatives reflecting an overall 
decline in natural gas prices. Also contributing to the decline in contract revenue was $60 million due 
to the expiration of a contract with a regional utility. The expiration of the contract allowed more 
energy to be sold into the merchant market, but at lower average prices resulting in a $2 million 
decline in revenue. Increased use of the region's tolled facility provided additional energy to the 
merchant market. 

o Intercompany energy revenue - intercompany sales of $349 million by the Company's Texas region 
to Reliant Energy were eliminated in consolidation. 

• Capacity revenue - decreased $329 million during the year ended December 31,2009, compared to the 
same period in 2008: 

o Texas - decreased by $300 million due to a lower proportion of baseload contracts which contain a 
capacity component. 

o Northeast - decreased by $8 million due to lower capacity prices in the NYISO. 

o South Central - increased by $36 million resulting primarily from a new capacity agreement. 

o Intercompany capacity revenue - intercompany capacity revenue of$47 million by the Company's 
Texas region to Reliant Energy were eliminated in consolidation. 

• Contract amortization revenue - decreased by $457 million in the year ended December 31, 2009, as 
compared to the same period in 2008. The decrease resulted from a reduction of$198 million in revenue 
from the Texas Genco acquisition due to the lower volume of contracted energy. Also reducing contract 
amortization revenue was the amortization expense of net in-market C&I contracts related to the Reliant 
Energy acquisition of $258 million. 

• Other revenues - decreased by $85 million driven by $51 million in lower ancillary revenue, $51 million 
in lower emissions revenue, and a $1 g million decrease in fuels trading. Lower ancillary revenue was driven 
by a lesser load on the power grid as opposed to 2008 and lower ancillary prices. Lower emissions revenue 
was driven by lower carbon financial instrument sales and a loss on emission allowance sales. These 
decreases were offset by the recognition of a $31 million non-cash gain related to settlement of a pre
existing in-the-money contract with Reliant Energy at the time of acquisition. Other revenue also included 
$3 million in intercompany ancillary services in 2009 by the Company's Texas region and Reliant Energy 
that were eliminated in consolidation. 

Cost of Operations 

Cost of operations, excluding risk management activities, increased $2.1 billion during the year ended 
December 31, 2009, compared to the same period in 2008 and increased as a percentage of revenues to 66% for 
2009 as compared to 56% for 2008. 
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• Cost of sales - increased $1.9 billion during the year ended December 31, 2009, compared to the same 
period in 2008, and increased as a percentage of revenues to 53% for 2009 as compared to 41 % for 2008 
due to: 

o Retail - Reliant Energy incurred $3 billion of cost of energy during the eight months ended 
December 31,2009, which included $399 million of intercompany supply costs. 

o Texas - cost of energy decreased $305 million due to lower natural gas, coal, purchased energy and 
ancillary services costs. 

- Fuel expense - Natural gas costs decreased $281 million, reflecting a 56% decline in average 
natural gas per MMBtu prices offset by a 12% increase in gas-fired generation. Coal costs 
increased by $5 million driven by a $44 mil1ion increase from higher coal prices and a $9 million 
increase in higher transportation costs. These increases were offset by a $28 million decrease 
from lower coal volume resulting from reduced generation and a $15 million loss reserve related 
to a coal contract dispute in 2008. 

- Ancillary service expense - Ancillary service costs decreased $44 million due to a decrease in 
purchased ancillary service costs incurred to meet contract obligations. 

o Northeast- cost of energy decreased $295 million due to a $187 million reduction in natural gas and 
oil costs and a $129 million reduction in coal costs. 

- Fuel expense - Natural gas and oil costs decreased due to 31 % lower generation and 56% lower 
average natural gas prices. 

Coal costs - decreased primarily due to 31% lower coal generation. 

- RGGI expense - These decreases were offset by a $22 million increase in costs related to RGGI 
which became effective in 2009. 

o South Central - cost of energy decreased $90 million due to a $58 million decrease in purchased 
energy reflecting lower fuel costs associated with the region's tolled facility and lower market energy 
prices, a $15 million decrease in natural gas costs, an $11 million decrease in coal costs, and an 
$8 mil1ion decrease in transmission expense due to transmission line outages. The decrease in natural 
gas cost is attributable to a 30% decrease in owned gas generation and a 54% decrease in natural gas 
prices. The coal cost decreased due to a 6% decrease in generation offset by a 1 % increase in price. 

o West - cost of energy decreased $6 million due to a 29% decline in average natural gas per MMBtu 
prices offset by an 8% increase in natural gas consumption and a $3 million increase in fuel oil 
expense resulting from a write-down to market of fuel oil inventory no longer used in the production 
of energy. 

o Intercompany cost of energy - intercompany purchases of$399 mi1lion by Reliant Energy from the 
Company's Texas region were eliminated in consolidation. 

• Other cost oj operations - increased $180 million during the year ended December 31,2009, compared to 
the same period in 2008. Reliant Energy incurred $153 million which includes $98 million for customer 
service operations and $55 million for gross receipt tax on revenue. Further, property taxes increased by 
$14 million due to reduction in eligibility related to Empire Zone tax credits in New York. Plant 
maintenance expenses were relatively flat during the period, however these expenses decreased in 
Northeast region by $22 million offset by an increase of $11 million in West region. a $6 million 
increase in South Central region and a $3 million increase in Texas region. In addition, NRG incurred a 
$12 million asset write-down due to the expected cancellation of the Indian River Unit 3 air pollution 
control equipment project and the consequent write-off of previously incurred construction costs. 

82 



Risk Management Activities 

Risk management activities include economic hedges that did not qualify for cash flow hedge accounting. 
ineffectiveness on cash flow hedges. and trading activities. Total derivative gains increased by $338 million during 
the year ended December 31, 2009, compared to the same period in 2008. The breakdown of changes by region 
follows: 

Year ended December 31, 2009 

Reliant South 
Energy Texas Northeast Central West Thermal Elimination Total --- --

(In millions) 

Net gains/(losses) on settled 
positions . ... .............. $ (480) $ 311 $377 $ (2) $ (8) $ 6 $ $ 204 

Mark-to-market gains/(losses) .... 794 ~) (40) ~)--= (2) 552 

Total derivative gains/(Iosses) 
included in revenues and cost of 
operations ................. $ 314 $ 201 $ 337 $ (92) $ (8) $ 4 $ - $ 756 

The breakdown of gains and losses included in revenue and cost of operations by region are as follows: 

Year ended December 31, 2009 
Reliant South 
Energy Texas Northeast Central West Thermal Elimination Total --- ---

(In millions) 

Net gains/(losses) on settled 
positions. or financial income in 
revenues . ............ $- $ 330 $ 384 $ 7 ~~ $ (11) $ 708 

Mark~to-market results in revenues 
Reversal of previously recognized 

unrealized gains on settled 
positions related to economic 
hedges. .................. (73) (120) (3) (196) 

Reversal of gain positions acquired 
as part of the Reliant Energy 
acquisition as of May 1, 2009 .. (I) (I) 

Reversal of previously recognized 
unrealized gains on settled 
positions related to trading 
activity .. ......... (65) (34) (58) (157) 

Reversal of previously recognized 
unrealized gains due to the 
termination of positions related to 
the CSRA unwind ............ (24) (24) 

Net unrealized gains/(losses) on open 
positions related to economic 
hedges ................... 80 50 (17) (I) 114 

Net unrealized losses on open 
positions related to trading 
activity . ....... . . . . . . . . -.m!) (3 ) __ (3) -- ~ 

Subtotal mark~to-market results . .. ~ (107) ~-= ~ (I) (290) 

Total derivative gains/(Iosses) 
included in revenues. $- $ 228 $ 277 $ (71) $ (8) $ 4 $ (12) $ 418 --- ---
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Net gains/(losses) on settled positions, or financial 
expense in cost of operations .............. . 

Mark-to-market results in cost of operations 
Reversal of previously recognized unrealized losses 

on settled positions related to economic hedges .. 
Reversal of loss positions acquired as part of the 

Reliant Energy acquisition as of May I, 2009 ..... 
Reversal of previously recognized unrealized losses 

due to the tennination of positions related to the 
CSRA unwind ....................... . 

Net unrealized gains/(losses) on open positions 
related to economic hedges .................. . 

Subtotal mark-to-market results ............. . 
Total derivative gains/(losses) included in cost of 

operations .............................. . 

Year ended December 31, 2009 
Reliant South 
Energy Texas Northeast Central Elimination Total 

(In millions) 

$ (480) LQ2.) !....Q) ~) $ II $ (504) 

47 81 128 

657 657 

104 104 

33 ---.ill) (14) ~) ~ 
794 ~ 67 ~) 842 

$ 314 $ (27) $ 60 $ (21) $ 12 $ 338 --- ---

The $114 million mark-to-market gain in revenue related to economic hedges consisted of a $217 million gain 
recognized in earnings from previously deferred amounts in other comprehensive income, or OCl, as the Company 
discontinued cash flow hedge accounting in the first quarter for certain 2009 transactions in Texas and New York 
due to lower expected generation, offset by a $103 million decrease in value in forward sales of electricity and fuel 
relating to economic hedges due to lower forward power and gas prices. The $47 million mark-to-market loss in 
expense related to economic hedges consisted ofa $18 million decrease in value offorward purchases of electricity 
and fuel and a loss of$29 million resulting from discontinued Nonnal Purchase Nonnal Sale, orNPNS, designated 
coal purchases due to expected lower coal consumption and accordingly, the Company could not assert taking 
physical delivery of coal purchase transactions under NPNS designation. 

Reliant Energy's loss positions were acquired as of May 1,2009, and valued using forward prices on that date. 
The $656 million roll-off amounts were offset by realized losses at the settled prices and higher costs of physical 
power which are reflected in revenues and cost of operations during the same period. The $1 04 million gain from the 
reversal of a loss was offset by a realized loss at the settled prices and are reflected in cost of operations during the 
same period. 

Since these hedging activities are intended to mitigate the risk of commodity price movements on revenues and 
cost of energy, the changes in such results should not be viewed in isolation, but rather should be taken together with 
the effects of pricing and cost changes on energy revenue and costs. During and prior to 2009, NRG hedged a 
portion of the Company's 2009 through 2013 generation. During 2009, the settled prices of electricity and natural 
gas decreased resulting in the recognition of realized gains while forward power and gas prices decreased resulting 
in the recognition of unrealized mark~to-market gains. During 2008, decreasing forward prices of electricity and 
natural gas resulted in recognition of unrealized mark-to-market gains while the settled prices for power and gas 
increased resulting in the recognition of realized losses. 

In accordance with ASC 815-10-45-9, the following table represents the results of the Company's financial and 
physical trading of energy commodities for the years ended December 31, 2009, and 2008. The realized financial 
trading results and unrealized financial and physical trading results are included in the risk management activities 
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above, while the realized physical trading results are included in energy revenue. The Company's trading activities 
are subject to limits in accordance with the Company's risk management policy. 

Trading gains/(Iosses) 

Realized ............................................ . 

Unrealized ......................................... . 

Total trading (Iosses)lgains ................................................ . 

Depreciation and Amortization 

Year ended 
December 31, 

2009 2008 
(In millions) 

$ 216 $ 

~) 

67 
63 

$ 33 $ 130 
== 

NRG's depreciation and amortization expense increased by $169 million for the year ended December 31, 
2009, compared to the same period in 2008. Reliant Energy's depreciation and amortization expense for the eight 
month period was $137 million principally for amortization of customer relationships. The balance of the increase 
was due to depreciation on the baghouse projects in western New York and the Elbow Creek project which came 
online in late 2008, and the Cedar Bayou 4 plant which came online in the second quarter 2009. 

Selling, General and Administrative Expenses 

Selling, general and administrative expenses increased by $231 million for the year ended December 31,2009, 
compared to the same period in 2008 and increased as a percentage of revenues to 6% for 2009 from 5% for 2008. 
The increase was due to: 

• Reliant Energy's selling. general and administrative expense - totaled $203 million, including 
$61 million of bad debt expense incurred during the eight months ended December 31, 2009. 

• Wage and benefits expense - increased $19 million. 

• Consultant costs - increased $12 million consisting ofa rise in non-recurring costs related to Exelon's 
exchange offer and proxy contest efforts of $23 million offset by a decrease in other consulting costs of 
$11 million. 

Acquisition-Related Transaction and Integration Costs 

NRG incurred Reliant Energy acquisition-related transaction costs of $23 million and integration costs of 
$31 million for the year ended December 31, 2009. 

Equity in Earnings of Unconsolidated Affiliates 

NRG's equity earnings from unconsolidated affiliates decreased by $18 million for the year ended 
December 31, 2009, compared to the same period in 2008. During 2009, the Company's share in Gladstone 
Power Station and MIBRAG decreased by $4 million and $16 million, respectively. These decreases were offset by 
the Company's share of NRG Saguaro, LLC earnings increasing $I} million in 2009 as compared to 2008. In 
addition, there was a $6 million decrease in Sherbino's mark-to-market unrealized loss as compared to 2008 as a 
result of a natural gas swap executed to hedge to future power generation. 

Gain 011 Sale of Equity Method Investments and Other Income/(Loss), Net 

NRG's gain on sale of equity method investments was $128 million for the year ended December 31. 2009. 
Other income/(loss). net decreased by $22 million for the year ended December 31, 2009, compared to the same 
period in 2008. The 2009 amounts include a $128 million gain on the sale ofNRG's 50% ownership interest in 
MIBRAG and a $24 million realized loss On a forward contract for foreign currency executed to hedge the sale 
proceeds from the MIBRAG sale. In addition. interest income for 2009 was reduced by $17 million as compared to 
2008 due to lower interest rates. Further in 2008, a $23 million impairment charge was incurred to restructure 
distressed investments in commercial paper. 
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Refinancing Expenses 

In 2009, NRG incurred a $20 million expense associated with the unwind ofCSRA with Merrill Lynch. There 
were no such expenses in 2008. 

Interest Expense 

NRG's interest expense increased by $51 million for the year ended December 31,2009, compared to the same 
period in 2008. This increase was primarily due to a $32 million increase in fees incurred during the months of May 
through December of2009 on the CSRA facility, a $34 mil1ion increase in interest expense as a result of the 2019 
Senior Notes issued in June 2009, a $4 million increase related to ineffective portion of the interest rate cash flow 
hedges on the Company's Tenn Loan Facility and an $8 million increase in the amortization of deferred financing 
costs. These increases were offset by a $33 million decrease in interest expense on the Company's Tenn Loan 
Facility due to a decrease in the outstanding notional amount and lower interest rates related to the unhedged portion 
of Tenn Loan and fair value portion of Senior Notes. 

Income Tax Expense 

Income tax expense increased by $15 million for the year ended December 31, 2009, compared to 2008. The 
effective tax rate was 43.6% and 40.4% for the year ended December 31, 2009, and 2008, respectively. 

Income from continuing operations before income taxes ..................... . 

Tax at 350/0. . . . . . . . . . . . . . . . . . . . . . . . . .................. _ . 
State taxes, net of federal benefit. . . . . . . . . . . . . .... _ ........ _ ..... . 
Foreign operations. . . . . . . . . . . . . . . . . . . . . . . . . . . ... _ ........... . 
Subpart F taxable income . . . . . . . . . . . . . . . . . . . ........................ . 
Valuation allowance .................................................. . 
Expiration of capital losses. . . . . . . . . . . . . . . . ........................... . 
Reversal of valuation allowance on expired capital losses ....................... . 
Change in state effective tax rate ......................................... . 
Foreign dividends and foreign earnings .................................... . 
Non-deductible interest ................................ _ ............... . 
FIN 48 interest ...................................................... . 
Production tax credits ........................................... . 
Other ............................................................. . 

Income tax expense ..... _ ............................................. . 

Effective income tax rate ............................................... . 

The Company's effective tax rate differs from the U.S. statutory rate of 35% due to: 

Year Ended 
December 31, 

2009 2008 
(In millions 

except as otherwise 
stated) 

$ 1,669 $ 1,766 

584 618 
23 74 

(53) (10) 
2 

119 (12) 
249 

(249) 
(5) (11) 
33 32 
10 12 
9 8 

(10) 
18 ---

$ 728 $ 713 
= 

43.6% 40.4% 

• Valuation Allowance ~ The Company generated capital losses in 2009 primarily due to the derivative 
contracts that are eligible for capital treatment for tax purposes. The valuation allowance is recorded 
primarily against capital loss carryforwards. This resulted in an increase of $127 million in income tax 
expense in 2009. 

• Tax Expense Reduction - The Company recorded a lower federal and state tax expense of $35 million 
primarily due to lower pre-tax earnings. 

• Change in state effective tax rate ~ The Company decreased its estimated effective tax rate to 3% due to 
increased operational activities within the state of Texas resulting from the acquisition of Reliant Energy. 
This resulted in a tax benefit of $5 million. 

• Foreign Operations - The Company elected not to pennanently reinvest its earnings from foreign 
operations in 2008. In 2009, the Company sold its investment in the MIBRAG facility for a book gain of 
$128 million and no tax gain which resulted in minimal tax due in the local jurisdiction. 
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The effective income tax rate may vary from period to period depending on, among other factors, the 
geographic and business mix of earnings and losses and changes in valuation allowances in accordance with ASC-
740, Income Taxes, or ASC 740. These factors and others, including the Company's history of pre-tax earnings and 
losses, are taken into account in assessing the ability to realize deferred tax assets. 

Consolidated Results of Operations 

2008 compared 10 2007 

The following table provides selected financial infonnation for NRG Energy, Inc., for the years ended 
December 31, 2008 and 2007: 

Operating Revenues 
Energy revenue ............................................... . 
Capacity revenue .............................................. . 
Risk management activities ...................................... . 
Contract amortization .......................................... . 
Thermal revenue ............................................. . 
Other revenues ............... . 

Total operating revenues 

Operating Costs and Expenses 
Cost of operations ................................... . 
Depreciation and amortization ......................... . 
General and administrative ............. . ....... . 
Development costs ............................................ . 

Total operating costs and expenses ............................. . 

Gain on sale of assets ................ . 

Operating Income .................. . 

Other Income/(Expense) 
Equity in earnings of unconsolidated affiliates ....................... . 
Gains on sales of equity method investments ......................... . 
Other income, net ........................................ . 
Refinancing expenses ...................................... . 
Interest expense ......................................... . 

Total other expenses ...................................... . 

Income from Continuing Operations before income tax expense ........ . 
Income tax expense ............................................ . 

Income from Continuing Operations .............................. . 
Income from discontinued operations, net of income tax expense .......... . 

Net Income .......... '" .................................... . 
Less: Net loss attributable to noncontrolling interest .................... . 

Net income attributable to NRG Energy, Inc. . ..................... . 

Business Metrics 
Average natural gas price - Henry Hub ($IMMbtu) .............. . 

NIA - Not applicable 
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$ 

Year Ended 
December 31. 

2008 2007 Change % 

(In millions 
except otherwise 

noted) 

4,519 $ 4,265 
1,359 1,196 

418 4 
278 242 
114 125 
197 157 

6,885 5,989 

3,598 3,378 
649 658 
319 309 
46 101 

4,612 4,446 

17 

2,273 1,560 

59 54 
1 

17 55 
(35) 

(583) ~) 

(507)~) 

1,766 933 
713 377 

1,053 556 
172 17 

1,225 573 

1,225 $ 573 

8.85 6.94 

6% 
14 

N/A 
15 
(9) 
25 

15 

7 
(1) 
3 

(54) 

4 

(100) 

46 

9 
(100) 
(69) 

(100) 
(17) 

(19) 

89 
89 

89 
N/A 

114 

114 

28% 



Operating Revenues 

Operating revenues increased by $896 million for the year ended December 31,2008, compared to 2007. This 
was due to: 

• Energy revenue - increased $254 million during the year ended December 31, 2008, compared to the 
same period in 2007: 

o Texas - increased $172 million, with $430 million of this increase driven by higher prices, offset by 
$42 million reduced generation and a $216 million decrease on net margin on MWh sold from 
market purchases. The price variance was attributable to a more favorable mix of merchant versus 
contract sales, as well as a 28% increase in merchant prices partially offset by a 14% decrease in 
contract energy prices. The 839 thousand MWh or 2% reduction in generation was comprised of a 
3% reduction from nuclear plant generation, a 14% reduction from gas plant generation, offset by a 
1 % increase in coal plant generation. The reduction in gas plant generation was attributable to the 
effects of hurricane Ike in September 2008. 

o Northeast - decreased $40 million, with $66 million reduced generation, a $38 million decrease 
from lower net contract revenue offset by a $64 million increase driven by higher energy prices. The 
decline due to generation was driven by a net 6% reduction in the region's generation, due to a 
decrease in oil-fired generation as a result of higher average oil prices as well as decrease in gas-fired 
generation related to a cooler summer in 2008 compared to 2007. The increase due to energy prices 
reflects an average 6% rise in merchant energy prices offset by lower contract revenue, driven by 
higher costs required to service the PJM contracts, as a result ofthe increase in market energy prices. 

o South Central - increased $74 million, attributable to a $41 million increase caused by higher 
energy prices and a $33 million increase on net margin on MWh sold from market purchases. The 
growth in merchant energy revenues reflected 577 thousand more merchant MWh sold, as a decrease 
in contract load MWh allowed more sales to the merchant market at higher prices. 

o West - increased $35 million due to the dispatch of the EI Segundo plant outside of the tolling 
agreement in 2008. In 2007, no such dispatch occurred. 

• Capacity revenue - increased $163 million during the year ended December 31, 2008, compared to the 
same period in 2007: 

o Texas - increased $130 million due to a greater proportion of base-load contracts, which contain a 
capacity component. 

o Northeast - increased $13 million reflecting $31 million higher capacity revenues in the P JM and 
NEPOOL markets offset by a $18 million reduction in capacity revenue in NYISo. 

o South Central - increased $12 million due to a $10 million higher capacity payment from the 
region's cooperative customers and an $8 million rise in RPM capacity payments from the PJM 
market. These increases were offset by a $6 million reduction related to lower contract volume to 
other customers. 

o West - increased $3 million due to a tolling arrangement at Long Beach plant offset by the 
reduction of revenue from the EI Segundo tolling arrangement. 

• Contract amortization revenue - increased $36 million during the year ended December 31, 2008, 
compared to the same period in 2007 due to the volume of contracted energy affected by a greater spread 
between contract prices and market prices used in the Texas Genco purchase accounting. 

• Other revenues - increased by $40 million during the year ended December 31, 2008, compared to the 
same period in 2007. The increases arose from greater ancillary services revenue of $28 million and 
increased activity in the trading of emission allowances and carbon financial instruments of$21 million. 
These increases were offset by $14 million in lower gas and coal trading activities. 
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Cost of Operations 

Cost of operations excluding risk management activities, increased $220 million during the year ended 
December 31,2008, compared to the same period in 2007 and remained flat as a percentage of revenues at 56% for 
2008 and 2007. 

• Cost of energy - increased $213 million during the year ended December 31, 2008, compared to the 
same period in 2007 and remained flat as a percentage of revenues at 41 % for 2008 and 2007. This 
increase was due to : 

o Texas - Cost of energy increased $59 million due to a net increase in fuel expense and ancillary 
service costs offset by reductions in nuclear fuel expenses, purchased power expense and 
amortization of contracts cost. 

- Fuel expense- Natural gas costs rose $99 million due to an increase of28% in average natural 
gas prices, offset by a 14% decrease in gas-fired generation. In addition, coal costs increased by 
$44 million as a result of higher coal prices and the settlement payment related to a coal contract 
dispute. These increases were offset by a decrease of $19 million in nuclear fuel expense as 
amortization of nuclear fuel inventory established under Texas Genco purchase accounting 
ended in early 2008. 

- Purchased energy- Purchased energy expense decreased $26 million as a result of lower forced 
outage rates at the region's base-load plants. 

- Ancillary service expense - Ancillary services and other costs increased by $14 million as a 
result of higher ERCOT ISO fees offset by reduced purchased anci1lary services costs. 

- Fuel contract amortization - Amortized contract costs decreased by $59 million due to a 
$36 million decrease in the amortization of water supply contracts which ended in 2007. In 
addition, the amortization of coal contracts decreased by a net $22 million as a result of a 
reduction in expense related to in-the-money coal contract amortization. These contracts were 
established under Texas Genco purchase accounting. 

o Northeast - Cost of energy increased $54 million due to higher fuel costs. Coal costs increased 
$61 million due to higher coal prices and fuel transportation surcharges. Natural gas costs rose 
$22 million as a result of 32% higher average natural gas prices, despite 12% lower generation. 
These increases were offset by a $27 miilion reduction in oil costs as a result of55% lower oil-fired 
generation. 

o South Central - Cost of energy increased $56 million due to higher fuel costs and increased 
purchased energy expense. 

- Fuel expense - Coal costs increased $16 million resulting from an increase in coal consumption 
and higher fuel transportation surcharges; natural gas costs rose by $14 million as the region's 
peaker plants ran extensively to support transmission system stability after hurricane Gustav. 

- Purchased energy - Higher purchased energy expenses of $16 million reflected higher natural 
gas costs for tolling contracts. 

- Transmission costs - increased by $9 million due to additional point-to-point transmission costs 
driven by an increase in merchant energy sales. 

o West - Cost of energy increased $30 million due to the dispatch of the EI Segundo plant outside of 
the tolling agreement in 2008. In 2007, no such dispatch occurred. 

• Other operating costs - increased $7 million during the year ended December 31,2008, compared to the 
same period in 2007. This increase was due to: 

o Texas - increased $30 million due to a second planned outage at STP and the acceleration of 
planned outages at the base-load plants. 
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o Northeast - decreased $3 million due to $18 million in lower operating and maintenance expenses 
resulting from less outage work at the Norwalk plants and Indian River plants. This decrease was 
offset by a $16 million increase in utilities cost. The 2007 utilities cost included a benefit of 
$19 million due to a lower than planned settlement of the station service agreement with CL&P. 

o South Centra/- decreased by $10 million due to reduction in major maintenance expense. The 
2007 expense included more extensive outage work that was performed at the Big Cajun II plant. 

o West - decreased by $4 million due to a $3 million reduction in lease expenses and an 
environmental liability of$2 million which was recognized in 2007 related to the EI Segundo plant. 

Risk Management Activities 

Risk management activities include economic hedges that did not qualify for cash flow hedge accounting, 
ineffectiveness on cash flow hedges and trading activities. Such revenues increased by $414 million during the year 
ended December 31, 2008, compared to the same period in 2007. The breakdown of changes by region was as 
follows: 

Year ended December 31, 2008 
Soulh 

(In millions) Texas Northeast Central Thermal Total --- ---
(In millions) 

Net (losses)/gains on settled positions, or financial income in 
revenues ...................................... . $ (95) $ 3 $ (16) $ $ (107) 

Mark-to-market results 
Reversal of previously recognized unrealized gains on settled 

positions related to economic hedges ..................... . (25) (13) (38) 
Reversal of previously recognized unrealized losses/(gains) on 
settled positions related to trading activity ................. . (14) (19) (32) 

Net unrealized gains on open positions related to economic 
hedges ...................................... . 400 96 4 500 

Net unrealized gains on open positions related to trading activity .. 37 13 45 95 
Subtotal mark-to-market results ........................ . 413 82 26 4 525 
Total derivative gain ................... . $ 318 $ 85 $ 10 $ 5 $ 418 
Total derivative gain included in revenues ............. . 318 85 10 5 418 
Total derivative gain included in cost of operations ...... . $ $ $ $ - $ -- --

NRG's 2008 gain is comprised of$525 million of mark-to-market gains and a $107 million in settled losses, or 
financial revenue. Of the $525 million of mark-to-market gains, the $38 million loss represents the reversal of 
mark-to-market gains recognized on economic hedges and the $32 million loss represents the reversal of 
mark-to-market gains recognized on trading activity. Both of these losses ultimately settled as financial or 
physical revenues during 2008. The $500 million gain from economic hedge positions included a $524 million 
increase in value of forward sales of electricity as the result of the reduction in forward power and gas prices at the 
close of the year ended December 31, 2008. These hedges are considered effective economic hedges that do not 
receive cash flow hedge accounting treatment. In addition there was a $24 million loss primarily from hedge 
accounting ineffectiveness related to gas trades in the Texas region which was driven by decreasing forward gas 
prices while forward power prices declined at a slower pace. NRG also recognized a $95 million unrealized gain 
associated with the company's trading activity. This gain was primarily due to declining forward electricity and fuel 
prices. 

Since these hedging activities are intended to mitigate the risk of commodity price movements on revenues the 
changes in such results should not be viewed in isolation, but rather should be taken together with the effects of 
pricing and cost changes on energy revenues. During and throughout 2008, NRG hedged a portion of the Company's 
2008 through 2013 generation. Since that time, the settled and forward prices of electricity and natural gas have 
decreased, resulting in the recognition of unrealized mark-to-market forward gains. 
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