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FORWARD-LOOKING INFORMATION

Projections, estimates or assumptions about revenues, costs, income, cash flow and other future events are
called “forward-looking statements.” In some cases, you can identify forward-looking statements by words like
“anticipate,” “estimate,” “believe,” “intend,” “may,” “expect” or similar words. Forward-looking statements are not
guarantees of future performance. Actual results may differ from forward-looking statements. Each forward-
looking statement speaks only as of its date and we are under no obligation to update these statements.



ORION POWER HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
(thousands of dollars)
Revenues:
REVENUES......coevveeieieeeiees et $ 2,551 $ 4,346 $ 3,420 $ 7,867
Revenues — affiliates.........cccvvvviivciiiciiecee 67,594 159,247 150,928 332,364
TOtAl e 70,145 163,593 154,348 340,231
Expenses:
COSt Of SAIES.....ocvivceiciiicicee e 70,281 61,768 180,037 135,127
Cost of sales — affiliates..........c.cooevrvriniiiiiiens 599 653 1,158 (4,515)
Operation and Maintenance .........cc.ccoceevvevereereneieens 30,959 33,583 59,542 62,625
Operation and maintenance — affiliates.................... 8,474 8,088 14,777 15,669
Taxes other than income taxes.........ccoovevererereienn. 2,719 2,653 5,588 5,348
General and administrative — primarily affiliates ..... 6,353 6,082 11,746 11,256
Gains on sales of assets and emission allowances,
net — primarily affiliates............cccoininnnn (75) (515) (3,125) (516)
DePreCiation.........cooveireiririisireese s 20,036 20,768 39,584 40,326
AMOITIZALION ..o 3,125 7,568 6,677 12,009
Total operating EXPENSES........ccevvrererereeeereeneenns 142,471 140,648 315,984 277,329
Operating INCOME (LOSS).......cceerveivnerieinerieenerinnens (72,326) 22,945 (161,636) 62,902
Other Income (Expense):
Other, NEL ...ccviieicireer e 7 — 7 1
INEEreSt EXPENSE ...vvvvveveeeeeriereeiee e e s (3,470) (6,523) (7,479) (13,280)
Interest expense — affiliates.........ccocevviviniiienn (885) (1,338) (1,773) (2,935)
Interest income — primarily affiliates..........c.cccoevee 243 1,362 1,039 2,796
Total Other eXPense........covvveicineiice e, (4,105) (6,499) (8,206) (13,418)
Income (Loss) from Continuing Operations
Before INCOME TaXES ....vvvvvvieeieiesiereseseseeie e (76,431) 16,446 (169,842) 49,484
Income tax expense (benefit) ... (25,650) 6,447 (57,287) 19,461
Income (Loss) from Continuing Operations............ (50,781) 9,999 (112,555) 30,023
Income (loss) from discontinued operations............. — (1,480) 2,489 (1,480)
NEt INCOME (LOSS) ...cvevivereiririiereie it $ (50,781) $ 8,519 $(110,066) $ 28,543

See Notes to the Unaudited Consolidated Interim Financial Statements



ORION POWER HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

June 30, 2009 December 31, 2008

(unaudited)
(thousands of dollars, except share
and per share amounts)

ASSETS
Current Assets:
Cash and cash eqUIVAIENTS...........ccccveiiieieieeeeceece e $ 26 $ 2
Accounts receivable, principally customer, net of allowance of $0.................... 2,191 21,971
Receivables from affiliates, NEL.......ccveviiciie i 23,821 45,383
INVENTOTY ...ttt e bbbt b ettt et b e et e e saeas 70,768 73,564
Accumulated deferred INCOME TAXES ....vveeeieeeeeieeee e eeeeee e e e e e e e e e eeeaereeeeeaas 12,270 32,830
Collateral posted under agreement with RRI Energy, INC.......cc.ccocvvvvienenennnnnn, 14,392 —
Prepayments and Other CUTeNt @SSELS........covrirerireneresesesee e 5,193 1,687
Current assets of discontinued OPErations ..........c.ccuvvviiiriiiiiininsinnienese s — 29,670
TOtAl CUMTENT BSSELS......cveviierrieete et 128,661 205,107
Property, plant and eqUIPMENT, GrOSS .......ccuiivreiereseiese e e e se e 2,262,882 2,210,575
Accumulated depreCiation.........ooeoeveieieieieieeee e (528,288) (489,631)
Property, Plant and EQUIPMENT, NET.........cccovreircincinceee e 1,734,594 1,720,944
Other Assets:
Other iNtangibles, NEL ........voiieee s 161,843 164,950
Long-term note receivable from RRI Energy, INC......cccccovvveiiieneneneneienienn — 53,981
Long-term collateral posted under agreement with RRI Energy, Inc................ — 14,392
OBNET ..ttt 3,046 8,365
Long-term assets of discontinued Operations ............cccoceoveveereeneceneceneeenes 923 —
TOtal OLNEr 8SSELS ... ittt 165,812 241,688
B 0] = oY £ $ 2,029,067 $ 2,167,739

LIABILITIES AND STOCKHOLDER’S EQUITY
Current Liabilities:

Current portion of long-term debt ... $ 410,814 $ 12,531
Accounts payable, prinCipally trade .........ccoccvvviriinininiineee e 41,250 47,860
Accrued interest PAYADIE .........cceveierieeeee e 7,996 7,996
Other taxes PAYADIE .......coviriririr s 13,874 13,276
DErVALIVE [HADIIITIES .. .veeeeeeee ettt r e e et e e e e e s aees 60,974 69,468
(@11 1-] SO RPN 25,122 16,512
Revolving credit facility with RRI Energy, INC.......cccccoovevviivivieiiniisisicesnsiannas 138,181 —
Current liabilities of discontinued Operations...........cccccovviiiiniiniinininenene e 1,755 4,486
Total CUrrent HabilitIES ....ceiveeiiii i 699,966 172,129
Other Liabilities:
Accumulated deferred iINCOME TAXES ....vveeeieeereii e e e eeeeeeee e e e e e e e e e e sereeeeeeeeaas 112,550 139,218
Benefit ODHGAtIONS ....cc.oveieieieese s 65,726 62,377
Taxes payable to RRI Energy, Inc. and related accrued interest ............ccccoc..... 32,477 87,408
(@13 1-] SRR 9,629 9,972
Long-term liabilities of discontinued Operations............cc.coververerienenenenenenne. 3,542 3,542
Total Other lHADITITIES .....vvveeee ettt e e e 223,924 302,517
Revolving Credit Facility with RRI Energy, INC. .......cccoooovininininincncncee, — 74,471
[0 g o B (= =T o) (USSP — 404,403

Commitments and Contingencies
Stockholder’s Equity:
Common stock; par value $1.00 per share (1,000 shares authorized, issued

aNnd OULSTANTING) ...eveveieiieie et 1 1
Additional paid-in Capital..........ccceveiierieiieieiee e 2,211,139 2,211,139
AccUMUIALEd defiCHT ......viiiiiiiiii (1,092,462) (982,396)
Accumulated other comprenensive 10SS ........ccccvvererieriererereeeee e (13,501) (14,525)

Total StOCKNOIARI’S BQUILY ....vviviiiiiviciiiiisiiscsse e 1,105,177 1,214,219
Total Liabilities and Stockholder’s EQUItY .........cccoceveveiceeceicecee e $ 2,029,067 $ 2,167,739

See Notes to the Unaudited Consolidated Interim Financial Statements



ORION POWER HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash Flows from Operating Activities:
INEL INCOME (J0SS) ..vvireeieeieieee ettt bbb bbb e s
(Income) loss from discontinued OPErations ............cccvciviiiiiiinsinsiesiese e
Net income (loss) from continUiNg OPEratioNS.........ccoveeerririirerennirnieeesss e
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:
Depreciation and amortiZation ..........c.cccceieieiieniesie e
Deferred INCOME tAXES. ........eirieirieirte ettt
Net changes in eNErgy deriVatiVES ..........cucviiiieieiesese e e et
Net amortization of contractual rights and obligations...........ccccceeeveveiciciciicciene,
Amortization of revaluation of acquired debt...........c.ccoovviriininininnneee s
Gains on sales of assets and emission allowances, net — primarily affiliates .............
ORI, NMEL. .ottt
Changes in other assets and liabilities:
ACCOUNLS reCeIVADIE, NEL........cviiiieie e
INVENTOTY ...ttt sttt sbe e bt s b e e sbb e e ebe e esbeesabeennneea
OthEI CUITENE @SSELS .....veveveeeiereeieeeere st eeete e see e seene et seeseseenesae e te e sseseeseseenas
ORI BSSELS ...ttt sttt e ettt et e e bbbt be et e et e b e eaenas
ACCOUNTS PAYADIE ...ttt
Payable to/receivable from affiliates, Net........c.ccocvvviiiiiiiiiiiic
Collateral returned under agreement with RRI Energy, InC. .......ccccocoovivevnivnnnnnnn.
Income taxes payable/receivable...........ccoovviiiiiiiiecece e
Long-term taxes payable to RRI Energy, Inc. and related accrued interest.............
Other current aDIHTIES. .......cvoviiiii e
Other HADIIILIES .....c.veviieeiiee s
Net cash provided by (used in) continuing operations from operating activities..
Net cash provided by discontinued operations from operating activities..............
Net cash provided by (used in) operating actiVities...........coccevevererivercvsiesrenenennn
Cash Flows from Investing Activities:
Capital EXPENTITUIES ... bbb ee e
Proceeds from sales of emission allowances — affiliates............ccccoevvineiieiicincnnn
Purchases of emission allowances — affiliates ...
ORI, NMBL. .ttt bbbt bbbt e
Net cash used in INVEStiNG aCHIVITIES........coeveieieiieee s
Cash Flows from Financing Activities:
Notes receivable from RRI ENrgy, INC. ..o e
Changes in revolving credit facility with RRI Energy, Inc., Net.......c..cccccoviviiviivinnnnnn,
Net cash provided by financing activities.........cccoovveveieneniieseeee e
Net Change in Cash and Cash Equivalents, Total Operations..........c.ccccovvevevenenienn
Cash and Cash Equivalents at Beginning of Period, Continuing Operations...........
Cash and Cash Equivalents at End of Period, Continuing Operations......................

Supplemental Disclosure of Cash Flow Information:
Cash Payments:
Interest paid (net of amounts capitalized) to third parties for continuing operations .
Income tax payments (net of income tax refunds) for continuing operations.............

Six Months Ended June 30,

2009

2008

(thousands of dollars)

(110,066) 28,543
(2,489) 1,480
(112,555) 30,023
46,261 52,335
(886) 4,955
(8,494) —
(158) (158)
(6,119) (5,577)
(3,125) (516)
9,560 —
19,780 (451)
2,796 (16,591)
(2,539) (1,527)
(768) 380
116 (1,458)
21,562 (30,746)
— 2,000
(1,563) 18,672
(54,931) 15,401
1,638 358
4,765 4,220
(84,660) 71,320
30,769 1,757
(53,891) 73,077
(59,960) (66,461)
4,467 63
(8,358) (32,887)
75 515
(63,776) (98,770)
53,981 —
63,710 25,534
117,691 25,534
24 (159)

2 259

26 100
13,523 18,857
968 (18,673)

See Notes to the Unaudited Consolidated Interim Financial Statements



ORION POWER HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(1) Background and Basis of Presentation
(a) Background.

“Orion Power™” refers to Orion Power Holdings, Inc. (Orion Power Holdings) and its consolidated subsidiaries.
Orion Power Holdings is a wholly-owned subsidiary of RRI Energy, Inc. “RRI Energy” refers to RRI Energy, Inc.
and its consolidated subsidiaries. These interim financial statements and notes (interim financial statements) are
unaudited, omit certain disclosures and should be read in conjunction with the audited consolidated financial
statements and notes for the three years ended December 31, 2008 (2008 annual consolidated financial statements).

Name Change of Reliant Energy. Reliant Energy, Inc. changed its name to RRI Energy, Inc. effective May 2,
2009 in connection with the sale of its Texas retail business.

(b) Basis of Presentation.

Estimates. Management makes estimates and assumptions to prepare financial statements in conformity with
accounting principles generally accepted in the United States of America (GAAP) that affect:

 the reported amounts of assets, liabilities and equity;
 the reported amounts of revenues and expenses; and
 the disclosure of contingent assets and liabilities at the date of the financial statements.

Orion Power evaluates its estimates and assumptions on an ongoing basis using historical experience and other
factors, including the current economic environment, which Orion Power believes to be reasonable under the
circumstances. Orion Power adjusts such estimates and assumptions when facts and circumstances dictate. Orion
Power has evaluated subsequent events for recording and disclosure through August 11, 2009, the date the interim
financial statements were available to be issued.

Adjustments and Reclassifications. The interim financial statements reflect all normal recurring adjustments
necessary, in management’s opinion, to present fairly Orion Power’s financial position and results of operations for
the reported periods. Amounts reported for interim periods, however, may not be indicative of a full year period due
to seasonal fluctuations in demand for electricity and energy services, changes in commodity prices, and changes in
regulations, timing of maintenance and other expenditures, dispositions, changes in interest expense and other
factors. We have reclassified certain amounts reported in these interim financial statements from prior periods to
conform to the 2009 presentation. These reclassifications had no impact on reported earnings/losses.

Inventory. Orion Power values fuel inventories at the lower of average cost or market. Orion Power reduces
these inventories as they are used in the production of electricity or sold. Orion Power recorded $22 million and $0
during the three months ended June 30, 2009 and 2008, respectively, for lower of average cost or market
adjustments in cost of sales and recorded $36 million and $0 during the six months ended June 30, 2009 and 2008,
respectively.

FASB Codification. The Financial Accounting Standards Board’s (FASB) Accounting Standards Codification
became effective for Orion Power in the third quarter of 2009. The Codification brings together in one place all
authoritative GAAP and substantially retains existing GAAP. This change will not affect Orion Power’s
consolidated financial statements.

New Accounting Pronouncement Adopted — Interim Disclosures about Fair Value of Financial Instruments.
The FASB issued FSP FAS 107-1 and APB 28-1, “Interim Disclosures about Fair Value of Financial Instruments,”
which is effective for the June 30, 2009 interim financial statements. The FSP amends Statement of Financial
Accounting Standards (SFAS) No. 107 “Disclosures about Fair value of Financial Instruments” and requires Orion
Power to provide information about the fair value of its financial instruments, including methods and significant
assumptions used to estimate the fair value, in interim financial statements. See note 3.



New Accounting Pronouncement Adopted — Fair Value Measurements. The FASB issued FSP FAS 157-4,
“Determining Fair VValue When the Volume and Level of Activity for the Asset or Liability Have significantly
Decreased and Identifying Transactions That Are Not Orderly,” which is effective for the June 30, 2009 interim
financial statements. The FSP provides guidance on how to determine the fair value of assets and liabilities under
SFAS No. 157, “Fair Value Measurements” when there has been a significant decrease in the volume and level of
activity for an asset or liability compared with normal market activity for the asset or liability. This FSP did not
have a significant impact on its consolidated financial statements since the markets in which Orion Power purchases
and sells commodities and derivative instruments are not distressed. See notes 3 and 4.

New Accounting Pronouncement Not Yet Adopted — Disclosures about Plan Assets. The FASB issued
FSP FAS 132(R)-1, “Employer’s Disclosures about Postretirement Benefit Plan Assets,” which is effective for 2009.
In addition to enhanced disclosures regarding investment policies and strategies, this FSP will require Orion Power
to disclose in its 2009 annual consolidated financial statements information about fair value measurements of plan
assets that would be similar to the disclosures about fair value measurements required by SFAS No. 157, “Fair
Value Measurements.”

(2) Related Party Transactions

These financial statements include the impact of significant transactions between Orion Power and RRI
Energy. The majority of these transactions involve the purchase or sale of energy, capacity, fuel, emission
allowances or related services (including transportation, transmission and storage services) from or to Orion Power
and allocations of costs to Orion Power for support services.

Support and Technical Services. RRI Energy provides commercial support, technical services and other
corporate services to Orion Power. RRI Energy allocates certain support services costs to Orion Power based on
Orion Power’s underlying planned operating expenses relative to the underlying planned operating expenses of other
entities to which RRI Energy provides similar services and also charges Orion Power for certain other services based
on usage. Management believes this method of allocation is reasonable. These allocations and charges were not
necessarily indicative of what would have been incurred had Orion Power been an unaffiliated entity.

The following details the amounts recorded as operation and maintenance — affiliates and general and
administrative — affiliates:

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
(in millions)
Allocated or charged by RRI Energy.........cccccccceeennnen. $ 14 $ 14 $ 26 $ 27

Commodity Procurement and Marketing. Orion Power has sales to and purchases from RRI Energy related to
commaodity procurement and marketing services.

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
(in millions)
Sales to RRI Energy under various commodity
agreements® ... $ 68 $ 159 $ 151 $ 332
Purchases from RRI Energy under various
commodity agreements @ ............ccccooorrieeeceieena. 1 — 1 1
Gains on coal sales to RRI Energy® ..........ccc.cocvvvveennne. — — — 6
Sales of emission allowances to RRI Energy® ............ — — 4 —
Gains on emission allowances sales to RRI Energy® ... — — 3 —

(1) Recorded in revenues — affiliates.

(2) Recorded in cost of sales — affiliates.

(3) Recorded in cost of sales — affiliates.

(4) Reflects price at which RRI Energy sold the emission allowances to third parties.
(5) Recorded in gains on sales of assets and emission allowances, net.



Debt Obligations from/to RRI Energy. In December 2004, Orion Power Midwest, L.P. (Orion MidWest)
entered into a $75 million revolving credit facility, among other notes that have terminated, with RRI Energy. This
$75 million Orion MidWest revolving credit facility was increased to $200 million in July 2009 and matures in
December 2009; however, RRI Energy plans to extend the maturity this December such that the facility will
terminate no earlier than the scheduled maturity of the Orion Power Holdings senior notes in May 2010. Orion
Power has incurred interest expense related to this revolving credit facility during the three and six months ended
June 30, 2009 and 2008 of $1 million.

In March 2006, Orion Power made a term loan to RRI Energy for $92 million, which matures in 2010. The
note bears interest at 7.5 percent and interest is payable monthly. During April 2009, RRI Energy paid off the
outstanding balance of $42 million. Orion Power has earned interest income related to this term loan of $1 million
and $2 million during the six months ended June 30, 2009 and 2008, respectively.

Secured Revolving Letter of Credit Facility Agreement with RRI Energy. RRI Energy posts letters of credit on
behalf of Orion Power. As of June 30, 2009 and December 31, 2008, RRI Energy posted letters of credit totaling
$14 million on behalf of Orion Power. During September 2006, RRI Energy and Orion Power entered into a
Secured Revolving Letter of Credit Facility Agreement whereby Orion Power provides cash to RRI Energy as
collateral for letters of credit when issued up to a maximum of $20 million. The agreement expires on April 30,
2010. As letters of credit expire, the cash collateral is returned to Orion Power. Orion Power reimburses
RRI Energy for the costs of the letters of credit and earns interest income on the collateral posted. As of June 30,
2009 and December 31, 2008, Orion Power has provided cash collateral of $14 million to RRI Energy. During the
three and six months ended June 30, 2009 and 2008, the letters of credit costs, recorded in interest expense, and the
related interest income were insignificant.

Income Taxes. As of June 30, 2009 and December 31, 2008, Orion Power has $32 million and $87 million,
respectively, recorded as long-term taxes payable to RRI Energy, Inc., which includes accrued interest payable of
$11 million and $10 million, respectively. Orion Power has incurred interest expense related to this payable of $0
and $1 million during the three months ended June 30, 2009 and 2008, respectively, and $1 million and $2 million
during the six months ended June 30, 2009 and 2008, respectively. For discussion of Orion Power’s policy with
respect to income taxes and long-term taxes payable to RRI Energy, Inc., see note 2(l) to the 2008 annual
consolidated financial statements.

(3) Fair Value Measurements

Fair Value Hierarchy and Valuation Techniques. Orion Power applies recurring fair value measurements to its
derivative assets and liabilities. In determining fair value, Orion Power generally uses the market approach and
incorporates assumptions that market participants would use in pricing the asset or liability, including assumptions
about risk and/or the risks inherent in the inputs to the valuation techniques. These inputs can be readily observable,
market corroborated, or generally unobservable internally-developed inputs. Based on the observability of the
inputs used in the valuation techniques, the derivative assets and liabilities are classified as follows:

Level 1: Level 1 represents unadjusted quoted market prices in active markets for identical assets or liabilities that
are accessible at the measurement date.

Level 2: Level 2 represents quoted market prices for similar assets or liabilities in active markets, quoted market
prices in markets that are not active or other inputs that are observable or can be corroborated by
observable market data.

Level 3: This category includes energy derivative instruments whose fair value is estimated based on prices in
inactive markets that are not observable. Orion Power’s OTC derivative instruments that are transacted in
less liquid markets with limited pricing information are included in Level 3, which are coal contracts.



Fair Value of Derivative Instruments. Orion Power applies recurring fair value measurements to its derivative
assets and liabilities. Fair value measurements of its derivative assets and liabilities are as follows:

June 30, 2009

Total
Level 1 Level 2 Level 3 Fair Value
(in millions)
Total derivative assets .................... $ — $ — $ — $ —
Total derivative liabilities............... — — 61 61
December 31, 2008
Total
Level 1 Level 2 Level 3 Fair Value
(in millions)
Total derivative assets .................... $ — $ — $ — $ —
Total derivative liabilities............... — — 69 69

The fair values of cash and cash equivalents, accounts receivable and payable and derivative assets and
liabilities approximate their carrying amounts. Values of Orion Power’s third-party debt (see note 7) are:

June 30, 2009 December 31, 2008
Carrying Fair Carrying Fair
Value Value® Value Value®
(in millions)
Fixed rate debt........ccocevevvveiveeriiececeeeeine, $ 41 $ 413 $ 417 $ 397
Total debt......cvveveeiiiiice e, $ 411 $ 413 $ 417 $ 397

(1) Orion Power based the fair value of its fixed rate debt on market prices and quotes from an investment bank.

The following is a reconciliation of changes in fair value of net derivative assets and liabilities classified as
Level 3:

Three Months Ended Six Months Ended
June 30, 2009 June 30, 2009
Net Derivatives (Level 3) Net Derivatives (Level 3)
(in millions)
Balance, beginning of period............cccccoeveiviiiienisecccesee e, $ 87) $ (69)
Total gains (losses) realized/unrealized:

INCIUded iN €arNINGS........c..cvvueveciereeeie e, 3 @ (31)
Purchases, issuances and settlements (Net) .........ccccoeeverennienecnn 23 39
Transfers in and/or out of Level 3 (Net) .......c..coceveeeeerecerrecinene, — @ —

Balance, end of Period..........cccocveveiiiiiiiicicccceeeeee e $ (61) $ (61)
Changes in unrealized gains (losses) relating to derivative assets
and liabilities still held at June 30, 2009.........c..cccovvecrererierenian 5 @ (19)

(1) Recorded in cost of sales.
(2) Represents fair value as of March 31, 2009.
(3) Represents fair value as of December 31, 2008.

See note 2(d) to Orion Power’s 2008 annual consolidated financial statements for additional information about
fair value measurements.



(4) Derivative Instruments and Hedging Activities

Orion Power accounts for its derivative instruments and hedging activities in accordance with SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities,” as amended (SFAS No. 133). Effective January 1,
2009, Orion Power adopted SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities”
(SFAS No. 161).

Changes in commodity prices prior to the energy delivery period are inherent in Orion Power’s business.
However, Orion Power believes the benefits of generally hedging its generation assets do not justify the costs,
including collateral postings. Accordingly, Orion Power may enter selective hedges based on its assessment of
(a) operational and market limitations requiring Orion Power to enter into fuel transactions to manage its generation
assets, (b) the near term economic environment and volatile commodity markets and the benefits of hedging some of
the downside risk to its earnings and cash flows and (c) market fundamentals and the opportunity to increase the
return from its generation assets. For its risk management activities, Orion Power uses derivative and non-derivative
contracts that provide for settlement in cash or by delivery of a commodity. Orion Power uses derivative
instruments such as forwards and options to execute its hedge strategy.

Orion Power accounts for its derivatives under one of three accounting methods (mark-to-market, accrual
(under the normal purchase/normal sale exception to fair value accounting) or cash flow hedge accounting) based on
facts and circumstances. The fair values of derivative activities are determined by (a) prices actively quoted,

(b) prices provided by other external sources or (c) prices based on models and other valuation methods. See note 3
for discussion on fair value measurements.

A derivative is recognized at fair value in the balance sheet whether or not it is designated as a hedge, except
for derivative contracts designated as normal purchase/normal sale exceptions, which are not in the consolidated
balance sheet or results of operations prior to settlement resulting in accrual accounting treatment.

Realized gains and losses on derivative contracts used for risk management purposes and not held for trading
purposes are reported either on a net or gross basis based on the relevant facts and circumstances. Hedging
transactions that do not physically flow are included in the same caption as the items being hedged.

A summary of Orion Power’s derivative activities and classification in its results of operations is:

Primary Risk Purpose for Holding or Transactions that Transactions that
Instrument Exposure Issuing Instrument ) Physically Flow/Settle  Financially Settle ®
Coal forward and option contracts  Price risk Coal sales Cost of sales Cost of sales
Coal purchases Cost of sales Cost of sales

(1) The purpose for holding or issuing does not impact the accounting method elected for each instrument.
(2) Includes classification for mark-to-market derivatives and amounts reclassified from accumulated other comprehensive income (loss)
related to cash flow hedges.

In addition to market risk, Orion Power is exposed to credit and operational risk. RRI Energy has a risk
control framework, to which Orion Power is subject, to manage these risks, which include: (a) measuring and
monitoring these risks, (b) review and approval of new transactions relative to these risks, (c) transaction validation
and (d) portfolio valuation and reporting. Orion Power uses mark-to-market valuation, value-at-risk and other
metrics in monitoring and measuring risk. RRI Energy’s risk control framework includes a variety of separate but
complementary processes, which involve commercial and senior management and RRI Energy’s Board of Directors.
See note 5 for further discussion of Orion Power’s credit policy.

Unrealized gains and losses on energy derivatives consist of both gains and losses on energy derivatives during
the current reporting period for derivative assets or liabilities that have not settled as of the balance sheet date and
the reversal of unrealized gains and losses from prior periods for derivative assets or liabilities that settled prior to
the balance sheet date but during the current reporting period.

Cash Flow Hedges. If certain conditions are met, a derivative instrument may be designated as a cash flow
hedge. Derivatives designated as cash flow hedges must have a high correlation between price movements in the
derivative and the hedged item. The changes in fair value of cash flow hedges are deferred in accumulated other
comprehensive income (loss), net of tax, to the extent the contracts are, or have been, effective as hedges, until the
forecasted transactions affect earnings. At the time the forecasted transactions affect earnings, Orion Power



reclassifies the amounts in accumulated other comprehensive income (loss) into earnings. Orion Power records the
ineffective portion of changes in fair value of cash flow hedges immediately into earnings. For all other derivatives,
changes in fair value are recorded as unrealized gains or losses in the results of operations.

If and when an acceptable level of correlation no longer exists, hedge accounting ceases and changes in fair
value are recognized in Orion Power’s results of operations. If it becomes probable that a forecasted transaction will
not occur, Orion Power immediately recognizes the related deferred gains or losses in its results of operations. The
associated hedging instrument is then marked to market through its results of operations for the remainder of the
contract term unless a new hedging relationship is redesignated.

Over the past several years, Orion Power has substantially decreased derivatives accounted for as cash flow
hedges, in favor of utilizing the mark-to-market method of accounting or the normal purchase/normal sale exception
for these derivatives. During the third quarter of 2006, Orion Power de-designated its remaining cash flow hedges;
therefore, as of June 30, 2009 and December 31, 2008, Orion Power does not have any designated cash flow hedges.

Presentation of Derivative Assets and Liabilities. Orion Power presents its derivative assets and liabilities on a
gross basis (regardless of master netting arrangements with the same counterparty). Cash collateral amounts are also
presented on a gross basis.

As of June 30, 2009, Orion Power’s commaodity derivative assets and liabilities include amounts for non-
trading activities as follows:

Derivative Assets Derivative Liabilities Net Derivative
Current Long-Term Current Long-Term Assets/(Liabilities)
(in millions)
Non-trading................... $  — $  — $ (61) $ — $ (61)
Total derivatives ... $  — $  — $ (61) $  — $ (62)

Orion Power has the following derivative commaodity contracts outstanding as of June 30, 2009:

Notional Volumes
Commodity Unit Current Long-term

(in millions)

(7 2| T MMBTU @ 59 180

(1) Orion Power has committed volumes through 2010 and 2011 for which the contract prices are subject to negotiation prior to the beginning
of each year.
(2) MMBTU is million British thermal units.

The income (loss) associated with Orion Power’s energy derivatives is:

Derivatives Not Designated as Three Months Ended June 30, 2009 Six Months Ended June 30, 2009
Hedging Instruments Under SFAS No. 133 Revenues Cost of Sales Revenues Cost of Sales
(in millions)

Non-Trading Commodity Contracts:
UNIEAIIZEM. ... .ot $ — $ 26 $ — $ 8
REANZEAMP oo — — — —

Total non-trading $ — $ 26 $ — $ 8

(1) Does not include realized gains or losses associated with cash month transactions, non-derivative transactions or derivative transactions that
qualify for the normal purchase/normal sale exception.
(2) Excludes settlement value of coal contracts classified as inventory upon settlement.



As of June 30, 2009 and December 31, 2008, Orion Power does not have any designated cash flow hedges and
there are no deferred derivatives gains or losses remaining in accumulated other comprehensive loss.

(5) Credit Risk

Orion Power has a credit policy that governs the management of credit risk, including the establishment of
counterparty credit limits and specific transaction approvals. Credit risk is monitored daily and the financial
condition of counterparties is reviewed periodically. Orion Power tries to mitigate credit risk by entering into
contracts that permit netting and allow it to terminate upon the occurrence of certain events of default. Orion Power
measures credit risk as the replacement cost for its derivative positions plus amounts owed for settled transactions.

Orion Power’s credit exposure is based on its derivative assets and accounts receivable from counterparties,
after taking into consideration netting within each contract and any master netting contracts with counterparties.
Orion Power believes this represents the maximum potential loss it would incur if its counterparties failed to
perform according to their contract terms. In determining the fair value of its derivative assets, Orion Power
includes assumptions for counterparty non-performance risk. See note 3 above and note 2(d) to Orion Power’s 2008
annual consolidated financial statements for additional information about fair value measurements. Additionally,
Orion Power may provide an allowance for doubtful accounts for outstanding receivable balances.

As of June 30, 2009, Orion Power’s derivative assets and accounts receivable from counterparties, after taking
into consideration netting within each contract and any master netting contracts with counterparties, are:

Exposure Credit Number of Net Exposure of
Before Collateral Exposure Counterparties Counterparties
Credit Rating Equivalent Collateral® Held® Net of Collateral >10% >10%
(dollars in millions)
Investment grade..........ccoevevvrvreennnns $ — $ — $ — — $ —
Non-investment grade......................... 1 — 1 1 @ 1

No external ratings:
Internally rated — Investment grade . — — — — —
Internally rated — Non-investment
110 Y 1 — 1 1 @ 1

TOtal e $ 2 $  — $ 2 2 $ 2

(1) The table excludes amounts related to contracts classified as normal purchase/normal sale and non-derivative contractual commitments that
are not recorded in our consolidated balance sheets, except for any related accounts receivable. Such contractual commitments contain
credit and economic risk if a counterparty does not perform. Nonperformance could have a material adverse impact on our future results of
operations, financial condition and cash flows.

(2) When applicable, collateral consists of cash, standby letters of credit or other forms approved by management.

(3) This counterparty is a coal producer.

(4) This counterparty is a coal trader.

As of December 31, 2008, two non-investment grade counterparties (a coal producer and an electricity
generator) and two investment grade counterparties (energy merchants) represented 45% ($7 million) and 50%
($8 million), respectively, of its credit exposure. As of December 31, 2008, Orion Power held no collateral from
these counterparties.

Orion Power’s credit availability is based on RRI Energy’s credit ratings. Based on RRI Energy’s current
credit ratings, any additional collateral postings that would be required from Orion Power due to a credit downgrade
would be immaterial. As of June 30, 2009 and December 31, 2008, Orion Power has posted $0 of cash margin
deposits as collateral for its derivative liabilities receiving mark-to-market accounting treatment and/or its accounts
payable. See note 4.
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(6) Comprehensive Income (Loss)

The components of total comprehensive income (loss) are:

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
(in millions)
Net income (l0SS)......cccueveeverernrnieiiieereeevnans $ (51) $ 9 $ (110) $ 29
Other comprehensive income, net of tax:
Reclassification of benefits actuarial net
gain into net income/loss (net of tax)....... 1 — 1 —
Comprehensive income (10sS)............... $ (50 $ 9 $ (109) $ 29
(7) Debt
June 30, 2009 December 31, 2008
Stated Stated
Interest Interest
Rate™ Long-term _ Current Rate® Long-term Current

(in millions, except interest rates)
Orion Power Holdings senior notes due 2010

(UNSECUTEA) w.vvvvveeieieesiee e 12.00 $ — $ 400 12.00 $ 400 $ —
Adjustment to fair value of debt® ............cc.cc....... — 11 4 13
Total debt ..o, $ — $ 411 $ 404 $ 13

(1) The stated interest rates are as of June 30, 2009 or December 31, 2008.
(2) Included in interest expense is amortization of $3 million for valuation adjustments for debt during the three months ended June 30, 2009
and 2008 and $6 million during the six months ended June 30, 2009 and 2008.

Orion Power plans to fund the $400 million debt obligation with cash from RRI Energy. See note 2 for
discussion of Orion Power’s debt obligations to RRI Energy.

(8) Income Taxes
(a) Tax Rate Reconciliation.

A reconciliation of the federal statutory income tax rate to the effective income tax rate for continuing
operations is:

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
(in millions)
Federal statutory rate .........c.ccoevvvvvveiveennnn, (35)% 35% (35)% 35%
Additions (reductions) resulting from:
State income taxes, net of federal income

BAKES ¢ eereeeeeeseeeesereeeseseseseseeeeseseeeneeees 1 @ 4 1 @ 4

Effective rate .....cocceev v (34)% 39% (34)% 39%

(1) Of this percentage, $4 million relates to additional valuation allowance.
(2) Of this percentage, $9 million relates to additional valuation allowance.
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(b) Valuation Allowances.

Orion Power assesses its future ability to use federal and state net operating loss carryforwards, capital loss
carryforwards and other deferred tax assets using the more-likely-than-not criteria. These assessments include an
evaluation of its recent history of earnings and losses, future reversals of temporary differences and identification of
other sources of future taxable income, including the identification of tax planning strategies in certain situations.

Orion Power’s valuation allowances for deferred tax assets are (in millions):

State
AS 0f DECEMDET 31, 2008 .......c.ciiireiiiiiieiestete sttt ettt sttt e bt s ettt b e e rns $ 21
Changes in valuation allOWANCES .........couoiiiiiiii e bbb 5
AS OF MArCh 31, 2009 ...t b e bbbt e bbbt st ne b e e e 26
Changes in valuation allOWANCES .........cc.cciiiiiiiie e st 4
AS OF JUNE 30, 2009 ...ttt ettt et bene e et $ 30

(c) FIN 48 and Income Tax Uncertainties.

Orion Power’s unrecognized federal and state tax benefits did not change significantly during the three and six
months ended June 30, 2009 and 2008.

(9) Guarantees and Indemnifications

Equity Pledged as Collateral for RRI Energy. Orion Power Holdings’ equity is pledged as collateral under
certain of RRI Energy’s credit and debt agreements, which have an outstanding balance of $897 million as of
June 30, 2009.

Interests Pledged as Collateral to RRI Energy. In connection with Orion Power’s debt to RRI Energy (as
discussed in note 2), Orion Power Holdings has pledged its interests in Orion Power Capital, LLC, and its
subsidiaries, including Orion Power New York, L.P. and Orion MidWest, to RRI Energy.

Other. Orion Power enters into contracts that include indemnification and guarantee provisions. In general,
Orion Power enters into contracts with indemnities for matters such as breaches of representations and warranties
and covenants contained in the contract and/or against certain specified liabilities. Examples of these contracts
include asset purchase and sales agreements, service agreements and procurement agreements.

Except as otherwise noted, Orion Power is unable to estimate its maximum potential exposure under these
agreements until an event triggering payment occurs. Orion Power does not expect to make any material payments
under these agreements.

(10) Contingencies

Orion Power is involved in some legal, environmental and other matters before courts and governmental
agencies, some of which may involve substantial amounts. Unless otherwise noted, Orion Power cannot predict the
outcome of these matters described below.

New Source Review Matters. The United States Environmental Protection Agency (EPA) and various states are
investigating compliance of coal-fueled electric generating stations with the pre-construction permitting
requirements of the Clean Air Act known as “New Source Review.” In September 2008, Orion Power received an
EPA request for information related to its Avon Lake and Niles generation facilities. The EPA agreed to share
information relating to its investigations with state environmental agencies.

Ash Disposal Landfill Closures. Orion Power is responsible for environmental costs related to the future
closures of two ash disposal landfills owned by Orion MidWest. Orion Power recorded the estimated discounted
costs ($6 million and $7 million as of June 30, 2009 and December 31, 2008, respectively) associated with these
environmental liabilities as part of its asset retirement obligations. See note 2(q) to the 2008 annual consolidated
financial statements.

12



Sales Tax Contingencies. Some of Orion Power’s sales tax computations are subject to challenge under audit.
As of June 30, 2009 and December 31, 2008, Orion Power has $2 million accrued in current liabilities of
discontinued operations relating to these contingencies.

Property Tax Contingencies. Orion Power believes it will be subject to additional property tax liabilities
related to years 2001 to 2005. As of June 30, 2009 and December 31, 2008, Orion Power has $4 million accrued in
long-term liabilities of discontinued operations relating to these contingencies.

(11) Other Employee Matters

As of June 30, 2009, approximately 75% of Orion Power’s employees are subject to collective bargaining
arrangements. Approximately 45% of Orion Power’s employees are subject to collective bargaining arrangements
that will expire by June 30, 2010. Orion Power intends to negotiate the renewal of these agreements.

(12) Discontinued Operations

Subsequent to the sale of the New York plants in February 2006, Orion Power continues to have
(a) insignificant settlements with the independent system operator and (b) property tax and sales and use tax
settlements. These amounts are classified as discontinued operations in the results of operations, consolidated cash
flows and consolidated balance sheets, as applicable.

Amounts related to Orion Power’s discontinued operations:

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
(in millions)
REVENUES.......cviveiereteecieteeee e $ — $ — $ 2 $ —
Income (loss) before income tax
expense/benefit ... — (3) 3 3)

In addition, during the three months ended March 31, 2009, Orion Power received a $28 million refund
(previously accrued in current assets) relating to Empire Zone credits for the 2004, 2005 and 2006 periods.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following should be read in conjunction with our 2008 annual consolidated financial statements.
Consolidated Results of Operations

Three Months Ended June 30, 2009 Compared to Three Months Ended June 30, 2008

Net Income (Loss). We reported $51 million consolidated net loss for the three months ended June 30, 2009
compared to $9 million consolidated net income for the same period in 2008.

Three Months Ended June 30,

2009 2008 Change
(in millions)

Gross MArgin® ..o $ 1) $ 102 $ (103)
Operation and maintenance (including from affiliates) .. (39) (43) 4
Taxes other than iINCOME taXes........cc.cveevereererevesiesennnns 3) 2 Q)
General and administrative — primarily affiliates ........... @) (6) Q)
Depreciation and amortization.............ccccceeerrieneninennen. (23) (28) 5
INEErest EXPENSE .....vvvveiieeiieiere e ©)] @) 4
Interest expense — affiliates ..., @ Q) —
Interest income — primarily affiliates...........cccoceveiiis — 1 (€3]
Income tax (expense) benefit.........cccooieiiiiiieiicicien, 26 (6) 32
Income (loss) from continuing operations ................... (51) 10 (61)
Loss from discontinued operations............ccccoceverenienne. — (1) 1
NEt iNCOME (l0SS) ......veverireeeeciereeeeee e $ (51) $ 9 $ (60)

(1) Revenues less cost of sales.
Revenues (including from affiliates).

Three Months Ended June 30,

2009 2008 Change
(in millions)
Third-party reVENUES..........ccocerererereeeeicieee e $ 2 $ 4 $ )
Revenues — affiliates.........co.cco.vveveeeeeriossesseeeessssiessenns 68 159 91) @
REVENUES .....veveecveteeeietee ettt $ 70 $ 163 $ (93)

(1) Merchant sales to PJM Interconnection, LLC through RRI Energy affiliates decreased due to (a) lower market prices and (b) lower sales
volumes.

Cost of Sales (including from affiliates).

Three Months Ended June 30,

2009 2008 Change
(in millions)
COSE OF SAIES......veoeeeeeeeeeeee e $ 9 $ 61 $ 35 @
Cost of sales — affiliates........cc.cvvvrvveverereiesire s, 1 — 1
Unrealized gains on energy derivatives..............c.c....... (26) — (26) @
COSt OF SAIES ....ccveveeceececcecec e $ 71 $ 61 $ 10

(1) Increase primarily due to (a) loss on market adjustments to inventory, (b) payments to reduce fixed price coal commitments for future
periods and (c) increased coal prices. These increases were partially offset by decreased coal volumes.
(2) See footnote 2 under “Gross Margin” below.
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Gross Margin.

Three Months Ended June 30,

2009 2008 Change
(in millions)
OFON MIAWESE ..o $ (27) $ 102 $ (1290 W
Unrealized gains on energy derivatives.............c.c........ 26 — 26 @
GrOSS MAIGIN ....ocveveeevereereieeeee ettt ee e een e $ (1) $ 102 $  (103)

(1) Decrease primarily due to (a) decline on fuel hedges, (b) lower unit margins (lower power prices partially offset by lower fuel costs),
(c) loss on market adjustments to inventory and (d) payments to reduce fixed price coal commitments for future periods.

(2) Increase primarily due to (a) $21 million in gains due to reversal of previously recognized unrealized losses on energy derivatives which
settled during the period and (b) $13 million in gains due to the effect of a contract renegotiation. These increases were partially offset by
$8 million in losses due to the effect of changes in prices on our energy derivatives marked to market.

Operation and Maintenance (including from affiliates).

Three Months Ended June 30,

2009 2008 Change
(in millions)
Planned outages and maintenance spending..........c......... $ 18 $ 18 $ —
Plant SUPPOIt COSES ....viuvivrieeieie e 12 14 2
Commercial support allocations ..........c.cccceevveviververienenn, 6 7 (D)
Other, NEL ... e 3 4 (1)
Operation and maintenance (including from

aAffiliates) ..ooevveeveece e $ 39 $ 43 $ (4)

Taxes Other than Income Taxes.

Three Months Ended June 30,

2009 2008 Change
(in millions)
PrOPEIY TAXES ...vvvevevevevcrereeee ettt $ 3 $ 2 $ 1
Taxes other than iNnCOMe taxes..........cocovvreerrirennnn. $ 3 $ 2 $ 1
General and Administrative — Primarily Affiliates.
Three Months Ended June 30,
2009 2008 Change
(in millions)
Allocations from RRI ENErgy .........ccccoveervreririnereninisinnnnns $ 7 $ 6 $ 1
General and administrative — primarily affiliates...... $ 7 $ 6 $ 1

Gains on Sales of Assets and Emission Allowances, Net — Primarily Affiliates. This amount did not change
significantly.

Depreciation and Amortization.

Three Months Ended June 30,

2009 2008 Change
(in millions)
Depreciation on plants..........cccceeeerereevecreeereeeseeevenenn, $ 20 $ 20 $ —
Amortization of emission allowances..............c..cc......... 3 8 (5) @
Depreciation and amortization .............c..cccceveveveenanae $ 23 $ 28 $ (5)

(1) Decrease primarily due to lower weighted average cost of SO, allowances.
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Interest Expense (including from affiliates).

Three Months Ended June 30,

2009 2008 Change
(in millions)
INErESt EXPENSE ..vovvvvvvirceeiieieiseeseieeeieie st $ 9 $ 9 $ —
Interest expense — affiliates ..., 1 1 —
Capitalized interest™ .........ccoccoovorverrecreeceeceeeseeean, (6) (2) (4)
Interest expense (including from affiliates) .............. $ 4 $ 8 $ (4)

(1) Relates primarily to a scrubber project at our Cheswick plant.

Interest Income — Primarily Affiliates.

Three Months Ended June 30,

2009 2008 Change
(in millions)
Interest income on note receivable from RRI Energy,
INC. ittt e $ — $ 1 $ (@))
Interest income — primarily affiliates........................ $ — $ 1 $ 1)

Income Tax Expense (Benefit). See note 8 to our interim financial statements.
Income (Loss) from Discontinued Operations. See note 12 to our interim financial statements.
Six Months Ended June 30, 2009 Compared to Six Months Ended June 30, 2008

Net Income (Loss). We reported $110 million consolidated net loss for the six months ended June 30, 2009
compared to $29 million consolidated net income for the same period in 2008.

Six Months Ended June 30,

2009 2008 Change
(in millions)

Gross Margin® ..o, $ (27) $ 210 $  (237)
Operation and maintenance (including from affiliates) .. (74) (79) 5
Taxes other than iINCOMe taxes.........c.ceveveereieienerenncns (6) (5) (€3]
General and administrative — primarily affiliates ........... (12) (11) (€3]
Gains on sales of assets and emission allowances, net —

primarily affiliates ..........ccocvveiie i 3 — 3
Depreciation and amortization...........cccccevevievivnvvnsnnnnn. (46) (52) 6
INEEreSt EXPENSE ...eivevveieeeriereeie e steste e e sre e e @) (13) 6
Interest expense — affiliates .........cccoevevevevivin i 2 3) 1
Interest income — primarily affiliates..........cc.ccovevnenes 1 2 Q)
Income tax (expense) benefit.........cocevvrininiinnne, 57 (19) 76

Income (loss) from continuing operations................... (113) 30 (143)
Income (loss) from discontinued operations................... 3 (1) 4

Net iNCOME (l0SS) ...cvcviieriiiriicicieierere e, $ (110 $ 29 $ (139

(1) Revenues less cost of sales.
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Revenues (including from affiliates).

Third-party reVeNUES.........cccooeieiererenceeeeee e
Revenues — affiliates........cccooveeieii e
REVENUES ...ttt

Six Months Ended June 30,

(1) Merchant sales to PJM Interconnection, LLC through RRI Energy affiliates decreased due to (a) lower market prices and (b) lower sales

volumes.

Cost of Sales (including from affiliates).

COSt OF SAIES.....uviiiiiciiccte et
Cost of sales — affiliates.........ccccevveviieiiiiiiiciccece
Unrealized gains on energy derivatives...........cc.ccceenee.

Cost of sales

)

Increase primarily due to (a) loss on market adjustments to inventory, (b) higher coal prices and (c) payments to reduce fixed price coal

commitments for future periods. This increase was partially offset by decreased coal volumes.

(2) See footnote 2 under “Gross Margin” below.

Gross Margin.

OrioN MIdWESE.......ccoiiiieieisie e e
Unrealized gains on energy derivatives...
GrOSS MArgiN....ccvcvieeieieeriese e se e e e e

2009 2008 Change
(in millions)
$ 3 $ 8 $ (5)
151 332 (181) @
$ 154 $ 340 $ (186)
Six Months Ended June 30,
2009 2008 Change
(in millions)
$ 188 $ 135 $ 53 @
1 (5) 6
(8) — ® @
$ 181 $ 130 $ 51
Six Months Ended June 30,
2009 2008 Change
(in millions)
$ (35 $ 210 $ (245) @
8 — 8 @
$ (27) $ 210 $  (237)

(1) Decrease primarily due to (a) decline on fuel hedges, (b) lower unit margins (lower power prices partially offset by lower fuel costs),
(c) loss on market adjustments to inventory and (d) payments to reduce fixed price coal commitments for future periods.

@

Increase primarily due to (a) $27 million in gains due to reversal of previously recognized unrealized losses on energy derivatives which

settled during the period and (b) $10 million in gains due to the effect of a contract renegotiation. These increases were partially offset by
$29 million in losses due to the effect of changes in prices on our energy derivatives marked to market.

Operation and Maintenance (including from affiliates).

Planned outages and maintenance spending....................
Plant SUPPOIt COSES ....eiuvivriieieieriere e
Commercial support allocations
(01 1] 0 111 SO
Operation and maintenance (including from
affiliates)

Six Months Ended June 30,

2009 2008 Change
(in millions)

$ 31 $ 32 $ 1)

25 29 (4)

12 13 @

6 5 1

$ 74 $ 7 $ ®)
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Taxes Other than Income Taxes.

Six Months Ended June 30,

2009 2008 Change
(in millions)
PrOPEIY TAXES ..vvveeeeeerierereeesesisestsieesieneseee e seeseeeeees $ 5 $ 4 1
(O 1 1] 0 o T=] SO 1 1 —
Taxes other than iNCOMe taxes.........ccceevrveveerverenen, $ 6 $ 5 1
General and Administrative — Primarily Affiliates.
Six Months Ended June 30,
2009 2008 Change
(in millions)
Allocations from RRI ENergy........ccccevveveveveeeseieseiiennns $ 12 $ 11 1
General and administrative — primarily affiliates...... $ 12 $ 11 1
Gains on Sales of Assets and Emission Allowances, Net — Primarily Affiliates.
Six Months Ended June 30,
2009 2008 Change
(in millions)
Emission allowanCes.......ccccovvvvvrvevnvceeeieiensisiesesnsevevenas $ 3 $ — 3
Gains on sales of assets and emission allowances,
net — primarily affiliates............ccccoeeeveveicievinininnnnn, $ 3 $ — 3
Depreciation and Amortization.
Six Months Ended June 30,
2009 2008 Change
(in millions)
Depreciation on plants..........ccoceeviereinieneresenee e $ 39 $ 40 1)
Amortization of emission allowances..........c...ccccceevruenee. 7 12 (5)
Depreciation and amortization............c.ccceceeeeerennn. $ 46 $ 52 (6)
(1) Decrease primarily due to (a) lower weighted average cost of SO, allowances and (b) decrease in SO, allowances used.
Interest Expense (including from affiliates).
Six Months Ended June 30,
2009 2008 Change
(in millions)
INEETESt EXPENSE ...t $ 18 $ 18 —
Interest expense — affiliates ..., 2 3 (1)
Capitalized interest™ .........ccoccoovorverrecreeceeceeeseeean, (11) (5) (6)
Interest expense (including from affiliates) .............. $ 9 $ 16 (7

(6]

(1) Relates primarily to a scrubber project at our Cheswick plant.

18



Interest Income — Primarily Affiliates.

Six Months Ended June 30,

2009 2008 Change

(in millions)

Interest income on note receivable from RRI Energy,

INC. et 1 2 $ 1)

&\ H
H
&h| P

Interest income — primarily affiliates........................ 2 $ (1)

Income Tax Expense (Benefit). See note 8 to our interim financial statements.

Income (Loss) from Discontinued Operations. See note 12 to our interim financial statements.
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