
Regional Energy Holdings, Inc. 

Notes to Consolidated Financial Statements (continued) 

(In thouSands, except share amounts and Megawatt hours (MWh)) 

3 .. Revenu.e 

'QIe COmPanY's ~evenue is comprised of the following: 

··Elec:tricityrev~nue 
~~W()r~revenue 

•.. Reytlii)!lls 
,,\ 

,--- -,.-, "'-- - - -, . 

. ··~:b~stQt~al~ 
-, -, '-- , ' 

fli~c6mjl!$Y';scdst of sales is comprised of the following: 
;"- --,- ,', '". ___ ' ;-'C _,' ,_, ,- -

. . 

.. pir¢Cf!lIl~rg~C()sts 
...• UrtfeallZed losse~ 6n derivative contracts 

q{~lbf~al~~ . .. ... . ... . 

Year Ended December 31 
2011 2010 

-_ .. ,,-

Year Ended December 31 
2011 2010 

$ ........ -­- $ 
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Regi(mal Energy Holdings, Inc. 

No~s to Consolidated Financial Statements (continued) 

(lnth,oUsimds~except share Q/lIounts and Megawatt hours (MWh)) 

cla.ssij~calti6n and fair. value of derivatives 
oe<:em.ber. 31, 2011·· and 2010, by tyP~ of 

~~~rJ1~al~rrItl~se~~S~~1~~~yiil~,:6(~ Company does offset fair. value amounts ... ~~j~~9t~~:~;1 . ... . . the same counterparty under a mru;ter i pr~:selnts· the derivative fair values on a gross basis, before the 

Blilance Sheet L()cation 

. . DeriY~iI,,~ ~*ets: . 
Coffiqlti4itycoIitracts Accrued liabilities 

Derivative liabilities: 
Co~6ditY colltracts Accrued liabilities 

$ 

December 31 
2011 2010 

- ~ -.-~-~ 

,'~ ~~~- " .. -.. "- --
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Regional Energy Holdings, Inc. 

Notes t() Corisolidated Financial Statements (continued) 

(Iirthousari4s, excePt share amounts and Megawatt hours (MWh)) 

~: A~()uu# ~ivable, Net 

Ac:C0Ilnb; #eivable, net, is e<>mprised of the fo I1owing: 

. ~i~!1l4.~~ts~~ivl!"le 
.. u,q9il!~~\Ultsrt:l:ejvable 
T()tal accoootSreceivable 

•.. ~~~I!M~~#fef6rd~uhtful acqounts 
····.·.ACC,9tmtli i;eCeiY!lple, net 

De(:ember31 

'i]~~o~~Il)'~sgr~t~se~uritYinterestsin all it~ accounts receivable as securityforpayment 
of~riCirgy'puI:ch~¢$~dei its Supply Agreement with Macquarie. . . . 
,. ,'- - '- - ,--' .,- . - \ . - -... - -, -" .'--- - - ,,- - , -' . 

'. i.~toPllrty 4n~,:q~ipJnent, Net 

l'kpe~lffid~<luiIlment,net, is comprised of the foIlowing: 

<f11lip~terso!i}"are 
<::i)#~'tet.11¥<iware 
9t:li~~.~itm:eM<ill<luipInent 

.'. ·.·L~e!t()!<i. !Wpi?ye$~nts . 
grdjJI:fuia.rici e<:J.lliIlment, g1"l)ss 

. '-,-- - - , 

I-Il.ssaCcurriu~te~·depreciation 
property.and e<:J.uiplnent, net 

8, Fair .Value l\ielisu"ementS 

December 31 .. 
20ii 2010. 

TJte.<:;OIllPapymeasurc:sassets alld liabilities associated with electricity swap contracts and 
Warrants at fair value on a recurririg basis. 

17 



Regional Energy Holdings, Inc. 

Notes to CohSolidated Financial Statements (continued) 

(In thouSands, exi:eptshare amounts and Megawatt hours (MWh)) 

II. Fair Value Me8surellients (l;oIltilllled) 
. ,- ".- ----, " ., ,,--, 

~p,~~p'#sta:I>,I~lte~ afr§e\Vorkror measudng fair value by creating a hierarchy for observable 
~~~Pt:P4,C!)i~~IF~t inputs';II1~lInobserva1:*market assumptions. The hierarchy consists ofthree 

, l~y~~~;,~~ip:~tfo!pthe.cat~g!,rythe FASS deems to be most reliable (Levell) to a category 
wlj~e,tl!;ir'value, ism~a~redusipg significart unobservable inputs because of the lack of 
,o~s¢ITabl¢ niar'ket prices for the instrument (Level 3). 

11leirt~\ltsusediJj the, valuation of assets and liabilities under these three levels are as follows: 

4jt¢j)!np4~r~Ii(~~ent U!ladjp~ted quoted pdces for identical assets or liabilities 
", e~cJiiinge4 in active markets ' 

InPIJ~~1l1#cl~<!irectly o(indire()tly observable inputs other than Levell inputs, 
s~~,4 asi!djlJ~t~ qlJ~.ted,ni.w:ketpricesfor similar assets or liabilities exchanged in 

" ~~t,iye,ri!II:rk,eti;Alle~~ priee$foridellticalassets or liabilities in inactive markets, 
orothe(qllQted prices by market participants other thanexchanges 

'Level3'" I#Plltsmclud!l,Uhobservable inpUts usedinthe measUrement of assets and liabilities 
"'W~~retIjClC?[Ill'allyjsrequiredto useits own assumptions regarding unobservable 

irip}l.tll~C~ll~~ tlIc:!ejs little, ifany, market a~tivity in the assets or liabilities or 
i¢liite4i>~~rv~bleinputs thilt,canbe corroborated at the measurement date 

r!ylitJ:vi!ll~sClt$.,',am,~d,eri1vative Iiaililil:ies "","uu,;u inLevel 2 are valued using multiple price 

l~~!!~~;i~~r~lf~,iil:iti~nltf(lthi:r tl13ri e~:ch:mg:es, industry polling, and other inputs that are 
",~ observitl,le market data. For liabilities included in 

~!m~t~;,~i~J~t~i~l~li:::s, ollerating and 
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Regional Energy Holdings, Inc. 

Notes to Consolidat~d Financial Statements (continued) 

(In tho~ands, except share amounts and Megawatt hours (MWh)) 

8~ Fair\'lllllel\'l"~surefu.ents (conti~ued) 

flnlulciall~lliliiies .lIle~lJre~at fair value m the accompanying consolidated balance sheet as of 
. ()d:elIlb~~ 31,201 l. atld 2010, are as follows: 

. Decelrikr 31, 2011 
Liiibiliti~:i ..... . 
.. • c;;Dlinoditycontracts 

WB¥IIitliabilil)' ... 
TQtai'liabilities 

\" ',", - --. 
, -'- -: .. -:. -' '-; 

D¢cii,.~t3i .• 20 10 
4MijMM~: ............... . 

• CoifuriOdity contracts 
\v~(Ij~biiil)'<·· . 

ToW li8hili!i& 

11te~()~ariy·~p()lic)'.is to r·e coghizetfil[~fel:1l 
peri6d.OJiring ... the • years .~. """.. IJeceinbier 
~iC?*~Q;tW~¢Ii.I~v¢ll;. 

tiarlsters oulaS ofthl': end 
December31, 2010 

reporting 

Cltllng~siIlteyel Jfmancialliabilities, net during the years ended December 31, 2011 and 2010, 
• ~f~ Mfollo\;,Vs: . . . . 

LiabilityapailU!II)'l,2010 
Nett#li.lMlossinclud~in earni!tgs 

. ~~~.~~ los~.litcllld~iIlearnlitgs 
l'~~li$e~, s~les,is~;JlincesaIUI settlements, net 
tilii\sfetsolli llftevel3 .... .. 
T~fur~iilfo kvell 
Lillbjlilyap:)~mber31, 2010 
N"et.tea1ized lossi!tcIud~ in earnings 
Netlll#l1JU#dlossincluded in earnings 
P§i'l:ti:ilses;sales,issuances and settlements, net 
Tnlmfurs Qut of Level 3 
tf#srers mil) teved 
Liability at IJece.· .mber. 31, 2011 . _.- - -
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Regional Energy Holdings, Inc. 

Notes tg c:onsolid~tedFiIlancial Statements (continued) 

, (In ihousq/'ids, except share amounts and Megawatt hours (MWh)) 

,', 8;~aif Val~~ Measlir~ments (continued) 

Tf~rt:is#!lQl.\rQf l,.eyel3 repre~ellt ex~ting assets or liabilities that were either previously 
c~tc:k~~,lI~,l\high~tlevt:l andforwhi~h theval).lation inputs became unobservable or assets 
ap~ \,l\I~.im.i~!lmai,'Yer~pt;evious'y clas~jjjed as Level 3 for which the lowest significant 
y~luatig'niDpl1~ beCaine Qbservable during the period. 

11!~"o/~t!~RilitrincI114e<l in ~evel3,repre~el1ts the, fl\ir value of the Warrants outstanding as 
'otJ)~m~~r31; 2,On'\Vl)i~h",asestiniiltedusing a Monte Carlo simulation based valuation 
~4~~'.men~t#"e~Ii#\l?,)oss~~ . .forthe warrant liability are included in other expense in the 
• ~~~i,i?~!e.4.sti#t:.riIepts Qfoperl\iions, . , 

'9. A~~IldJ:.i~bilities 
'~~~i~rU~~biHties aiecomprlSed6fthe following: 

W§lP~·tB1f~lPN'~bl~ 
Irieehtive eomAAiIsation 

" ' A~fH~ciJIi1fulJ~.l?'l1~ 
Defethld l1et}\i(jrk revenue ' 
$~!!;WiiIl~~~f#~ ~ payable 

" unteallZed losses (lnderivative contracts 
A~@.M:int~~~{.', 
Oijt~J:a§rti~, liibilities 
't~tal aCcf\1ed liabilities 

December 31 
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Reg.iorial Energy Holdings, Inc . . ,,' - - . 

Note~ t() ConsolidatedFinancial Statements (continued) 

(lnthousafl(k, except shdre amounts and Megawatt hours (MWh)) 
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R,egiomll Energy Hpldings,·Inc. 

Notes to. Consolidatc::d Financial Statements (continued) 

(IlItho1JSandsiexcept share amounts qnd Megawatt hours (MWh)) 
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Regional Energy Holdings, Inc. 

N()tes t() Consolidated ,Financial Statements (continued) 

(In thoUsands, except !Ihai'e amounts and Megawatt hours (MWh)) 

1,.IDI;omeTaxes 

1b\l Pf!lvision for income taXes consists of the following: 

CUrterit: 
f~~t31 
Sbit~ 

. , .. Tg~rt:rirr~t jnc()me tax expei1Se 

.D~t~~~l· 
. ··!()~\f~rredhlC()ni~~ 

.. PiQyii!KlIlfothlcome taXes 

December 31 
2011· 2010 

ArecoJ.'\9ili~ti6h~f tbefederal statutory income tax rate to the Company's effective income tax fut¢fQI!Ciws: . ,.. .' . ... .. . . .. 

, f¢gefulstlitUtorx, in90me tax rate 
S1:!liein.FlIle~es.! n~t Of federal benefrt 
~·~~~~r~ifl"~i,i:Ilce,s.. .•. . 
.9,l.~gejIl.Y!\l~W!l,allowance 

. E!ffective income tax rate 
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Regional Energy Holdings, Inc. 

Notes to Consolidll.ted Financial Statements (continued) 

(In thousands, except share amounts and Megawatt hours (MWh)) 

ll. In~ineTaxes (continued) 

Sigllificallt cOIIlponents of the Compa.ny's deferred tax assets and liabilities are as follows: 

0Yt:r~ef'ei1(eq in.cflme tax assets, net 
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Regional Energy Holdings, Inc. 

Notes t~ Consolidated Financial Statements (continued) 

(Iii thousa/llls, eJu:ept share amounts and Megawatt hours (MWh)) 

" " 11,Io.t;II~e"Ta:l:es(continued) 
, . ,," - ,,-, - -.'-' 

tl:II::CO#IIIlY lImy' bc:. audited. bYllpplicable federal and. state taxing authorities in which the 
c:Oi)1PIinY pri:vib\Jsiyfil~ t~ re~nlI for tiscal 2ino arid 2009as follows: 

." JuriSdiction 
Federal 
c()im:eedcut 
H~W.i~rsey 
1'4l!rylll~d 
J?¢Ilnsylvania 

Tax Yea.rs 
2009~2010 

2009-2010 
2010 
2010 
2010 

·.CipientlY, tbeCofupany is riot Under~y ~c()me tax examinations in any jurisdiction . 
. '.,-:-' ".:'-- - ,.' .:--, .. "- , - '-:' "-,-

. i2.Mar~l: ~ndR.eg~lil(ory 
"CQtk~#~l~,.ie(:;o\1l;a.nysellS t?IClctri~ity Within. the jurisdictionalterritory of 19 different . local 
". ~Mli~i§~ ~hlWAtc:tstllt¢~ 0fG9Dilecticut,PeUllsylvlmia, New Jersey, Maryland, New York, 
• Q~i'* .. tm4W,~oi~~ . .A~.ilp)lgltre~hJ.t~ry. r~quirements are.determinedat the·individual.state, and 
~.iniSt¢"~M aDclll)on.~qt¢.4 by thl.'lPllblic Vtility Cpmlllission, of each state," operating" rules and 
~f~ miP~¥fQt e¥ltllt!liiy arl.'l\Jnique. Accordingly, the Company generally treats t:ach utility 

. 4jSl:i'i~~tiQ.#yl#.~ory.aSadistin9tmal.ket. Among other things, tariff filings by LDCs for changes 
lIiiji¢~!\I!o~1l4~illin~rateto customers in the markets. in which the. Company operates, 
s~;t1~IIPi.lyirnp~ct.tl:ieviabi1ity of the Gompany's sales and nmrketing plans, and its overall 
<>p~rntiffga.nd fJilancial resultS. ,- -,,--, "-' ~-' -' .-- -~-- .,-,-:, ---: '-' :- '- --' -, - - - -'-'- , 

fJtlll"ll.#"eIl.CI~\lftentr~t.ecases or filings in any states that are anticipated to materially impact the 
CPWl'~y'sfmtWcial r~s\Jlts. 
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Regional Energy Holdings, Inc. 

Note!!. to ConSolidated Financial Statements (continued) 
- " 1_' • ' - - • 

ali thousa~ds,eXcejJt share amounts and Megawatt hours (MWh)) 
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Regional Energy Holdings, Inc. 

N9~S to Consolidated Financial Statements (continued) 

. (In thous(lnds,exc;ept share amounts and Megawatt hours (MWh)) 
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Regio11&1 Energy Holdings, Inc. 

"N9tes to Cons9lidated. Financial Statements (continued) 

(In thousands, eXcept share amounts and Megawatt hours (MWh)) 

. . . 

1:J.St().cldJ."ld~h Equity (contimied) 

The we~ted-averag~assumptions IIsed to fair value the options in 2010 were as follows: 

Dec~mb~r31 
··2011) 

·RiStC.~~ interest rate 

. ~~~~~~1~i~K~~rs 
··Y~til@ .......... . 

Ifii()~tl<!iiwithr~spect to cOriunoll stoCk op~ion activities is as follows: 

Optionsplltstanding 
. Weighte4.-Average 

W'ligll~e,~cA'verag:e Contractual Life 
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Regional Energy Hol<iings, Inc. 

Notes to Consolidated Financial Statements (continued) 

(In thousarllJs, except share amounts and Megawatt hours (MWh)) 

. . . 
1~. Cc)lIl,~ifullints IIl1d Contingendes 

payinerits ~nder operating lease agreements inexisterice at 
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. Regional Energy Holdings, Inc. 

Notes t() Consolidated Financial Statements (continued) 

. ~1I t~(ju,s(lnds, except share amounts and Megawatt hours (MWh)) 

1.s~CoinijJ.i~ents aim· Coutin.geu.ci.es (couti.nued) ,-: -,-;",-,-,---- -,-,' '-"'- - ,-:--" .. -., - ',-, 

.
• ~~~i~t~~:{~~~~~;~1~j~~~~~~~:::~~~0~f:fre~ta~~i1 electric power to residential and . iiiidregulations locally, regionally 

Chian!~eS have lin impact upon our 
I:ii!!;ijif!$fl; .S().~~(j ··.!rilL:Y lJ<~1'!1i1!terjaJ aJ1~1 !>~he!s )llay may lead to new or enhan~ed 

lle:gative impact to 0llr business. As such, 
bel~efit ~iysis, beclu~~e .ther¢ arelnany 

~j~~~~~~~;oir~~1~1~~t~~ rir(;v;tl,,~a.rtiiciflati()n; an~~t~b fh~mtui:~~g:f~~!h 
j arnaterial adverse effect on the 

t:Y111ti2lted s\l~ISeClllelnt. e'~enlts through May 9, 2012, the date these fmancial 

~~~~~~jt~I~~ •• a:~~iI1 this evaluation, there were no material events 
(j recognition or disclosure in these fmancial 
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R.egl.' onal Energy Holdings, Inc. 
-: .,' - . " 

N()te~ to COnsolidated. Financial Statements (continued) 

(IlIth()iJ~arl(!s,except share amounts and Megawatt hours (MWh)) 
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