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WASHINGTON, DC 20549

FORM 8-K
CURRENT REPORT PURSUANT
TO SECTION 13 OR 15(D) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported) January 5, 2006

NRG Energy, Inc.
(Exact Name of Registrant as Specified in Its Charter)

Delaware
(State or Other Jurisdiction of Incorporation)

   
001-15891  41-1724239

  

(Commission File Number)  (IRS Employer Identification No.)
   

211 Carnegie Center  Princeton, NJ 08540
  

(Address of Principal Executive Offices)  (Zip Code)

609-524-4500
(Registrant’s Telephone Number, Including Area Code)

Not Applicable
(Former Name or Former Address, if Changed Since Last Report)

     Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions (see General Instruction A.2. below):

     o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

     o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

     o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

     o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 

TABLE OF CONTENTS

Item 7.01 Regulation FD Disclosure
Item 9.01 Financial Statements and Exhibits
SIGNATURES
EX-99.1: SLIDES



Table of Contents

Item 7.01 Regulation FD Disclosure

NRG Energy, Inc., or NRG, is furnishing the slides included as Exhibit 99.1 to this Current Report on Form 8-K because they are being provided to potential
financing sources.

Certain of the slides in Exhibit 99.1 contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of
the Securities Exchange Act of 1934. Such forward-looking statements are subject to certain risks, uncertainties and assumptions and include, but are not
limited to statements regarding the expected timing of the closing of the acquisition, and can be identified by the use of words such as “will,” “would,”
“expect,” “estimate,” “anticipate,” “forecast,” “plan,” “believe,” and similar terms. Although NRG believes that its expectations are reasonable, it can give no
assurance that these expectations will prove to have been correct, and actual results may vary materially. NRG undertakes no obligation to update or revise
any forward-looking statements, whether as a result of new information, future events or otherwise. Factors that could cause NRG’s actual results to differ
materially from those contemplated in the forward-looking statements included in this news release should be considered in connection with information
regarding risks and uncertainties that may affect NRG’s future results included in NRG’s filings with the Securities and Exchange Commission at
www.sec.gov.

Certain of the slides in Exhibit 99.1 also contain non-GAAP financial information. The reconciliation of such non-GAAP financial information to GAAP
financial measures, to the extent available without unreasonable effort, is included in Exhibit 99.1

Item 9.01 Financial Statements and Exhibits

     (c) Exhibits:
   
Exhibit No.  Document
99.1  Slides, dated January 5, 2006

 



Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
       
  NRG Energy, Inc.   
  (Registrant)   
       
 

 
By:

 
/s/ TIMOTHY W.J. O’BRIEN
Timothy W. J. O’Brien  

 

    Vice President and General Counsel   

     Dated: January 5, 2006
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Exhibit No.  Document
99.1  Slides, dated January 5, 2006

 



 

...Wh ile  C o n tin u in g  to  Im p le m e n t o u r P ro a c tiv e  E n v iro n m e n ta l a n d  E m is s io n s  C o m p lia n c e  S tra te g y ... C A IR /C A M R  C o m p lia n c e  p la n s  in  p la c e  T G  p o rtfo lio  h a s  b e s t in  c la s s  e n v iro n m e n ta l c o m p lia n c e  e q u ip m e n t M a te ria l re d u c tio n s  in  S O 2  a n d  N O x  th ro u g h  2 0 1 0  a t D u n k irk  a n d  H u n tle y  2 0 0 9  - 2 0 1 0  c a p e x  fo r s u b s ta n tia l u p g ra d e  e q u ip m e n t H a rv e s t e c o n o m ic  v a lu e  o f e x c e s s  b a n k  o f a llo w a n c e s  A c tiv e  m a n a g e m e n t o f e m is s io n s  p o rtfo lio  In c re m e n ta l fu e l s w itc h in g  b e tw e e n  c o a l ty p e s  N o te : E x c e s s  a llo w a n c e s  d o  n o t re fle c t a n y  fo re c a s te d  s a le s  S ig n ific a n t b a n k  o f e x c e s s  a llo w a n c e s  p ro v id e s  p re d ic ta b ility  to  c o m p lia n c e  c a p ita l s p e n d



 

We s t C o a s t P o w e r P u rc h a s e  R a tio n a le  ($  m illio n s ) P u rc h a s e  P ric e  $  2 0 5  A c q u ire d  c a s h (1 )(2 ) (8 8 ) F a ir v a lu e  o f a c q u ire d  e m is s io n s  c re d its (1 ) (2 0 ) N e t A s s e ts  A c q u ire d  $  9 7  E B IT D A  2 0 0 5 (1 ) $  1 7  E B IT D A  2 0 0 6 (1 ) $  1 3  P u rc h a s e  M u ltip le  2 0 0 5  5 .7 x  2 0 0 6  7 .5 x  O p e ra tin g  re s e rv e  m a rg in s  in  S D G & E  a n d  S C E  te rrito rie s  fo re c a s te d  to  b e  b e lo w  d e s ire d  7 % le v e l b y  2 0 0 6  2 0 0 6  E B IT D A  e x c lu d e s  p o te n tia l m e rc h a n t re v e n u e s  fro m  E n c in a  u n it 5  B ro w n fie ld  d e v e lo p m e n t o p p o rtu n itie s  e x is t a t E l S e g u n d o , L o n g  B e a c h  a n d  E n c in a  lo c a tio n s  T h ird  p a rty  p ro p e rty  a p p ra is a ls  c o n firm e d  s u b s ta n tia l a lte rn a tiv e  u s e  v a lu e s  1 0 0 % o w n e rs h ip  p ro v id e s  N R G  w ith  m a x im u m  s tra te g ic  fle x ib ility  w ith  re s p e c t to  a s s e ts  (1 ) R e p re s e n ts  D y n e g y 's  5 0 % s h a re  to  b e  a c q u ire d  b y  N R G  (2 ) P u rc h a s e  a g re e m e n t re q u ire s  $ 2 6 2  m illio n  o f w o rk in g  c a p ita l a t D e c e m b e r 3 1 , 2 0 0 5 . C a s h  c o m p o n e n t is  e s tim a te d . 2 0 0 5  2 0 0 6  E B IT D A  $  1 7  $  1 3  O th e r fu n d s  p ro v id e d  b y  o p e ra tio n s  4 0  - C a s h  flo w  fro m  o p e ra tio n s  $  5 7  $  1 3



 

L iq u id ity  A m p le  liq u id ity  to  s u p p o rt ris k  m a n a g e m e n t s tra te g y  (1 ) E x c lu d e s  a d d itio n a l M T M  p o s itio n s  th a t a re  s e c u re d  b y  a  2 n d  L ie n  o n  th e  C o m p a n y 's  a s s e ts  (2 ) A p p ro x im a te ly  $ 1 9 0  m illio n  o f re tu rn e d  c o lla te ra l a n tic ip a te d  in  Q 1  2 0 0 6  (3 ) E x c lu d e s  2 n d  L ie n  c a p a c ity  u s e d  to  s e c u re  a d d itio n a l M T M  p o s itio n s



 

N a tu ra l G a s  P ric e s  H e d g e d  p o w e r p ric e s  re m a in  s u b s ta n tia lly  b e lo w  th e  fo rw a rd  c u rv e  p ro v id in g  fu tu re  u p s id e  p o te n tia l (1 ) S u b s ta n tia lly  a ll h e d g e d  re v e n u e s  in  2 0 0 7  u tiliz e  p o w e r p u t o p tio n s , p re s e rv in g  u p s id e  p o te n tia l (2 ) H e n ry  H u b  T e rm in a l y e a r (2 0 1 1 ) g a s  p ric e  re q u ire d  to  m e e t re tu rn  re q u ire m e n ts  w a s  $ 5 .2 5  to  $ 5 .5 0 /m m B tu  ra n g e . V a lu a tio n  re m a in s  c o n s e rv a tiv e ly  le v e re d  to  th e  u p s id e  a n d  lim ite d  o n  d o w n s id e .



 

C o n tra c te d  a n d  H e d g e d  P o s itio n s  H e d g e d  S o lid  F u e l G e n e ra tio n  T G  B a s e lo a d  g e n e ra tio n  la rg e ly  h e d g e d  th ro u g h  2 0 0 9  H ig h  g a s /p o w e r c o rre la tio n  in  E R C O T  p ro v id e s  o p p o rtu n ity  to  h e d g e  o u t in  2 0 1 0  a n d  b e y o n d  N R G  B a s e lo a d  p e a k  g e n e ra tio n  fu lly  h e d g e d  in  2 0 0 6  O p tio n s  b a s e d  h e d g e  s tra te g y  in  2 0 0 7  e s ta b lis h e s  flo o r fo r o n -p e a k  g e n e ra tio n  u n d e r c u rre n t p ric e s , p ro v id in g  p ric e  u p s id e  w h ile  re q u irin g  m in im a l c o lla te ra l 2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  T G  N R G  % C o n tra c te d  % M e rc h a n t T o ta l % C o n tra c te d  % M e rc h a n t 7 1 % 2 9 % 7 9 % 2 1 % 5 2 %(1 ) 4 8 % 6 8 % 3 2 % 3 7 % 6 3 % 5 8 % 4 2 % 3 4 % 6 6 % 4 8 % 5 2 % 3 1 % 6 9 % 2 8 % 7 2 % % C o n tra c te d  % M e rc h a n t 8 8 % 1 2 % 8 7 % 1 3 % 8 2 % 1 8 % 6 2 % 3 8 % 2 5 % 7 5 % R e v e n u e  We ig h te d  A v g . F o rw a rd  P ric e /M w h  $ 4 4  $ 3 9  $ 4 1  $ 4 8  $ 5 3  H e d g e d  C o a l S u p p ly  A v e ra g e  a n n u a l p ric e  c h a n g e  is  re la tiv e ly  fla t, e x c lu d in g  d ie s e l fu e l in d e x  a d ju s tm e n ts  T G  N R G  9 5 % 1 0 2 % 8 0 % 4 9 % T o ta l 9 7 % 9 2 % 7 2 % 2 0 0 6  2 0 0 7  2 0 0 8  H ig h ly  h e d g e d  in  2 0 0 6  a n d  2 0 0 7  9 9 % 8 5 % (1 ) In c lu d e s  1 ,0 0 0  M W o f p e a k  p o w e r p u t o p tio n s  in  th e  N o rth e a s t a t a n  $ 8 2 .3 1  w e ig h te d  a v e ra g e  s trik e  p ric e , p re s e rv in g  u p s id e  p o te n tia l



 

C a s h  G e n e ra tio n  C o m b in e d  c o m p a n y  e x p e c te d  to  g e n e ra te  d o u b le  d ig it fre e  c a s h  flo w  y ie ld  e v e n  in  2 0 0 7 , th e  y e a r h e d g e d  fu rth e s t b e lo w  c u rre n t m a rk e t p ric e s  (1 ) A s s u m e s  F e b ru a ry  2 , 2 0 0 6  T G  c lo s in g  (2 ) D e c e m b e r 3 0 , 2 0 0 5  c lo s in g  s h a re  p ric e



 

T e x a s  G e n c o  1 Q 0 6  5 0  2 Q 0 6  3 7  3 Q 0 6  2 2  4 Q 0 6  1 0  K e y  S e n s itiv itie s  T e x a s  G e n c o  N R G  T o ta l 2 0 0 6  4 1  2 4  6 5  2 0 0 7  5 5  4 3  9 8  2 0 0 8  5 9  6 2  1 2 1  2 0 0 9  1 0 0  6 2  1 6 2  2 0 1 0  2 0 9  6 2  2 7 1  N R G  G a s  P ric e  S e n s itiv ity  G ro s s  M a rg in  C h a n g e  ($ m m ) fro m  $ 1 /m m B tu  G a s  P ric e  C h a n g e  1 0 0  b p s  c h a n g e  in  ra te s  =  $ 3 7  m m /y r P ro je c te d  F ix e d /F lo a tin g  a t c lo s e : 5 4 % fix e d , 4 6 % flo a tin g  C o lla te ra l S e n s itiv ity  C h a n g e  in  C a s h /L C  C o lla te ra l ($ m m ) fro m  $ 1 /m m B tu  G a s  P ric e  C h a n g e  C o a l P ric e  S e n s itiv ity  - D o m e s tic  G ro s s  M a rg in  C h a n g e  ($ m m ) fro m  $ 1 /to n  C h a n g e  in  C o a l P ric e  T e x a s  G e n c o  N R G  T o ta l 2 0 0 6  0  1  1  2 0 0 7  0  3  3  2 0 0 8  4  7  1 1  2 0 0 9  5  7  1 2  2 0 1 0  5  1 3  1 8  N R G  In te re s t R a te  S e n s itiv ity  In te re s t E x p e n s e  C h a n g e  F ro m  C h a n g e s  in  In te re s t R a te s  N R G  s tra te g y  to  m itig a te  o u t-y e a r v o la tility  (1 ) (1 ) U p s id e  o f $ 1 /m m B tu  g a s  p ric e  c h a n g e  to  N R G  is  $ 5 8  m illio n  d u e  to  p u t o p tio n s



 

C re d it S ta tis tic s  (1 ) 2 0 0 5  N R G  2 0 0 6  2 0 0 7  G ro s s  2 .7  2 .6  2 .8  N e t 2 0 0 5  N R G  2 0 0 6  2 0 0 7  G ro s s  3 .3  4 .2  3 .8  2 0 0 5  N R G  2 0 0 6  2 0 0 7  G ro s s  0 .5 4  0 .5 5  0 .4 9  2 0 0 5  N R G  2 0 0 6  2 0 0 7  G ro s s  0 .1 9  0 .1 4  0 .1 7  A d j. E B IT D A /In te re s t C o v e ra g e  (X ) (2 ) T o ta l N e t D e b t/A d j. E B IT D A  (2 ) (X ) F F O /T o ta l N e t D e b t (%) T o ta l D e b t/T o ta l C a p ita l (%) (1 ) A s s u m e s  F e b ru a ry  2 , 2 0 0 6  T G  c lo s in g  (2 ) E x c lu d e s  M T M  2 .7 x  2 .6 x  2 .8 x  3 .3 x  4 .2 x  3 .8 x  5 4 % 5 5 % 4 9 % 1 9 % 1 4 % 1 7 % S tro n g  N R G  c re d it p ro file  c o n tin u e s  to  im p ro v e  o v e r fo re c a s t p e rio d



 

S tro n g  B a la n c e  S h e e t E T R  5 .8  F P L  4  P S E G  3 .1  N R G  2 .5  E M E  2 .1  R e lia n t 1 .7  D y n e g y  1 .2  F F O  In te re s t C o v e ra g e (1 )(2 ) (x ) F F O /D e b t(1 )(2 ) (%) T o ta l D e b t/C a p ita liz a tio n (1 )(2 ) (%) F P L  P u b lic  S e rv ic e  E n te rp ris e  G ro u p  N R G  E d is o n  M is s io n  E n e rg y  R e lia n t D y n e g y  E T R  3 1 .8  F P L  2 0 .9  P S E G  1 4 .9  N R G  1 3 .9  R e lia n t 7 .9  E M E  7 .4  D y n e g y  2 .4  F P L  N R G (3 ) E d is o n  M is s io n  E n e rg y  R e lia n t D y n e g y  P u b lic  S e rv ic e  E n te rp ris e  G ro u p  E M E  8 0 .6  D y n e rg y  7 5 .6  R e lia n t 5 8 .2  P S E G  5 7 .2  N R G  5 5  F P L  5 0 .8  E T R  4 9 .9  F P L  R e lia n t N R G  E d is o n  M is s io n  E n e rg y  P u b lic  S e rv ic e  E n te rp ris e  G ro u p  D y n e g y  % o f A v g  0 6 -0 7  O u tp u t H e d g e d  T e x a s  G e n c o  T o ta l E n te rg y  8 2  8 2  P S E G  7 9  7 9  N R G  7 4  7 4  F P L  7 1  7 1  R e lia n t 5 6 .5  5 6 .5  E d is o n  M is s io n  E n e rg y  3 7 .1  3 7 .1  D y n e g y  1 8 .2 5  1 8 .2 5  2 0 0 4  e s tim a te s  fo r a ll s ta tis tic s  e x c e p t N R G . S o u rc e : S ta n d a rd  &  P o o rs . N R G  s ta tis tic s  a re  P ro fo rm a  c o m b in e d  fo r th e  y e a r e n d e d  2 0 0 6 . F F O  / N e t D e b t fo r N R G .



 

A s s e t V a lu e  O v e r C o lla te ra liz a tio n  V a lu a tio n  B a s e d  o n  $ /k W M e tric s  (1 ) P ro  F o rm a  M a rk e t V a lu e  B a s e lo a d  V a lu a tio n  ($ /k W) M id -m e rit, P e a k in g  V a lu a tio n  ($ /k W) R e s u ltin g  A g g re g a te  V a lu e  1 s t L ie n  T e rm  L o a n  B  A s s e t V a lu e  C o v e ra g e  T o ta l D e b t A s s e t V a lu e  C o v e ra g e  1 ,0 0 0  2 0 0  $ 1 1 .4 B n  3 .5 x  1 .6 x  1 ,2 0 0  3 0 0  $ 1 4 .5 B n  4 .5 x  2 .0 x  1 ,4 0 0  4 0 0  $ 1 7 .6 B n  5 .5 x  2 .5 x  $ 1 4 .5 B n (2 ) 4 .5 x  2 .0 x  E x c lu d e s  v a lu e  o f n o n -U S  b u s in e s s e s . A s s u m e s  8 ,5 5 8  M W o f b a s e lo a d  g e n e ra tio n  a n d  1 3 ,9 8 9  M W o f m id -m e rit a n d  p e a k in g  a s s e ts  (e x c lu d in g  A u d ra in ) E x c lu d e s  $ 4 7 0 M M  o f n o n -re c o u rs e  d e b t a t in te rn a tio n a l a s s e ts



 

F o re c a s t A m o rtiz a tio n  S c h e d u le s  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 1  N R G : N R G  p o w e r c o n tra c ts 1  $ 7 .6  $ 1 8 .7  $ 2 4 .2  $ 2 3 .7  $ 2 0 .2  $ 2 0 .4  N R G  e m is s io n s  c re d its 2  $ 1 8 .3  $ 1 4 .1  $ 1 4 .5  $ 1 3 .0  $ 1 7 .7  $ 1 5 .8  T e x a s  G e n c o : T e x a s  G e n c o  p o w e r c o n tra c ts  $ 1 ,3 2 6  $ 1 ,1 4 0  $ 6 8 8  $ 2 4 4  $ 4 8  $ 0  1  A m o rtiz a tio n  o f p o w e r c o n tra c ts  o c c u r in  th e  re v e n u e  lin e  a n d  a re  p rim a rily  re la te d  to  th e  S o u th  C e n tra l a n d  A u s tra lia  s e g m e n ts . T h e  a m o rtiz a tio n s  a re  b a s e d  o n  a c tu a l g e n e ra tio n . T h e s e  fig u re s  a re  e s tim a te s  a s  o f D e c e m b e r 7 , 2 0 0 5 . 2  A m o rtiz a tio n  o f e m is s io n s  c re d its  o c c u rs  in  th e  c o s t o f g o o d s  s o ld  lin e  a n d  a re  p rim a rily  re la te d  to  th e  N o rth e a s t a n d  S o u th  C e n tra l re g io n s . T h e s e  a m o rtiz a tio n s  a re  b a s e d  o n  e x p e c te d  e m is s io n  c re d it c o n s u m p tio n  d u e  to  e s tim a te d  p la n t g e n e ra tio n . T h e s e  a m o rtiz a tio n s  a re  e s tim a te s  a s  o f D e c e m b e r 7 , 2 0 0 5 . 3  A m o rtiz a tio n  o f p o w e r c o n tra c ts  o f n e a rly  $ 3 .4  b illio n  o c c u r in  th e  re v e n u e  lin e . T h e  a m o rtiz a tio n s  a re  b a s e d  o n  a c tu a l g e n e ra tio n . T h e s e  fig u re s  a re  o n  a  p ro  fo rm a  b a s is  a s  o f S e p te m b e r 3 0 , 2 0 0 5 . E m is s io n s  c re d it in v e n to ry  w a s  v a lu e d  a t a p p ro x im a te ly  $ 1 .3  b illio n  a n d  is  a n tic ip a te d  to  b e  a m o rtiz e d  b a s e d  o n  c o n s u m p tio n . O n  a  p ro -fo rm a  b a s is , a s  o f S e p te m b e r 3 0 , 2 0 0 5 , w e  e s tim a te d  th a t th e  a m o rtiz a tio n  e x p e n s e  fo r e m is s io n s  c re d its  fo r 9

m o n th s  e n d e d  S e p te m b e r 3 0 , 2 0 0 5  a n d  1 2  m o n th s  e n d e d  D e c e m b e r 3 1 , 2 0 0 5  w a s  $ 9 1 .5  m illio n  a n d  $ 1 2 2  m illio n , re s p e c tiv e ly .



 

R e g u la tio n  G  R e c o n c ilia tio n s  A p p e n d ix  T a b le  1 : 2 0 0 5  to  2 0 0 7  E B IT D A  to  In te re s t C o v e ra g e  N e t D e b t to  E B IT D A  A p p e n d ix  T a b le  1 : 2 0 0 5  to  2 0 0 7  E B IT D A  to  In te re s t C o v e ra g e  N e t D e b t to  E B IT D A  A p p e n d ix  T a b le  1 : 2 0 0 5  to  2 0 0 7  E B IT D A  to  In te re s t C o v e ra g e  N e t D e b t to  E B IT D A  2 0 0 5  2 0 0 6  2 0 0 7  N u m e ra to r A d ju s te d  E B IT D A 1  $  7 4 5  $  1 ,6 0 0  $  1 ,5 5 8  D e n o m in a to r In te re s t2  2 7 9  6 1 5  5 6 5  E B IT D A  to  In te re s t C o v e ra g e  2 .7  2 .6  2 .8  1  A d ju s te d  E B IT D A  p re s e n te d  o n  a n  e c o n o m ic  b a s is  -- M T M  lo s s e s /g a in s  a re  in c lu d e d  in  y e a rs  w h e n  s u c h  tra n s a c tio n s  s e ttle d . 1  A d ju s te d  E B IT D A  p re s e n te d  o n  a n  e c o n o m ic  b a s is  -- M T M  lo s s e s /g a in s  a re  in c lu d e d  in  y e a rs  w h e n  s u c h  tra n s a c tio n s  s e ttle d . 1  A d ju s te d  E B IT D A  p re s e n te d  o n  a n  e c o n o m ic  b a s is  -- M T M  lo s s e s /g a in s  a re  in c lu d e d  in  y e a rs  w h e n  s u c h  tra n s a c tio n s  s e ttle d . 1  A d ju s te d  E B IT D A  p re s e n te d  o n  a n  e c o n o m ic  b a s is  -- M T M  lo s s e s /g a in s  a re  in c lu d e d  in  y e a rs  w h e n  s u c h  tra n s a c tio n s  s e ttle d . 2  R e p re s e n ts  c a s h  in te re s t; 2 0 0 5  e s tim a te  in c lu d e s  c a s h  e x p e n s e  o f $ 4 4  m illio n  fo r th e  b rid g e  lo a n  fin a n c in g  c o m m itm e n t 2  R e p re s e n ts  c a s h  in te re s t; 2 0 0 5  e s tim a te  in c lu d e s  c a s h  e x p e n s e  o f $ 4 4  m illio n  fo r th e  b rid g e  lo a n  fin a n c in g  c o m m itm e n t 2  R e p re s e n ts  c a s h  in te re s t; 2 0 0 5  e s tim a te  in c lu d e s  c a s h  e x p e n s e

o f $ 4 4  m illio n  fo r th e  b rid g e  lo a n  fin a n c in g  c o m m itm e n t 2  R e p re s e n ts  c a s h  in te re s t; 2 0 0 5  e s tim a te  in c lu d e s  c a s h  e x p e n s e  o f $ 4 4  m illio n  fo r th e  b rid g e  lo a n  fin a n c in g  c o m m itm e n t 2  R e p re s e n ts  c a s h  in te re s t; 2 0 0 5  e s tim a te  in c lu d e s  c a s h  e x p e n s e  o f $ 4 4  m illio n  fo r th e  b rid g e  lo a n  fin a n c in g  c o m m itm e n t A p p e n d ix  T a b le  2 : 2 0 0 5  to  2 0 0 7  T o ta l D e b t to  T o ta l C a p ita l1  A p p e n d ix  T a b le  2 : 2 0 0 5  to  2 0 0 7  T o ta l D e b t to  T o ta l C a p ita l1  2 0 0 5  2 0 0 6  2 0 0 7  N u m e ra to r G ro s s  D e b t $  2 ,9 1 8  $  7 ,8 7 5  $  7 ,1 2 1  D e n o m in a to r G ro s s  D e b t 2 ,9 1 8  7 ,8 7 5  7 ,1 2 1  M e z z a n in e  P re fe rre d  2 4 6  2 4 6  2 4 6  B o o k  V a lu e  o f E q u ity  2 ,2 1 8  6 ,2 1 6  7 ,0 4 1  C a p ita l $  5 ,3 8 2  $  1 4 ,3 3 7  $  1 4 ,4 0 8  T o ta l D e b t to  C a p ita l 5 4 % 5 5 % 4 9 % 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 . 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 .



 

R e g u la tio n  G  R e c o n c ilia tio n s  A p p e n d ix  3 : 2 0 0 5  to  2 0 0 7  N e t D e b t to  T o ta l C a p ita l1  A p p e n d ix  3 : 2 0 0 5  to  2 0 0 7  N e t D e b t to  T o ta l C a p ita l1  2 0 0 5  2 0 0 6  2 0 0 7  N u m e ra to r G ro s s  D e b t $  2 ,9 1 8  $  7 ,8 7 5  $  7 ,1 2 1  T o ta l C a s h  $  (4 5 2 ) $  (1 ,1 8 1 ) $  (1 ,1 5 3 ) N e t D e b t $  2 ,4 6 6  $  6 ,6 9 4  $  5 ,9 6 8  D e n o m in a to r N e t D e b t $  2 ,4 6 6  $  6 ,6 9 4  $  5 ,9 6 8  M e z z a n in e  P re fe rre d  2 4 6  2 4 6  2 4 6  B o o k  V a lu e  o f E q u ity  2 ,2 1 8  6 ,2 1 6  7 ,0 4 1  C a p ita l $  4 ,9 3 0  $  1 3 ,1 5 6  $  1 3 ,2 5 5  N e t D e b t to  C a p ita l 5 0 % 5 1 % 4 5 % 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 . 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 . A p p e n d ix  T a b le  4 : N e t D e b t to  E B IT D A 1  A p p e n d ix  T a b le  4 : N e t D e b t to  E B IT D A 1  2 0 0 5  2 0 0 6  2 0 0 7  N u m e ra to r G ro s s  D e b t $  2 ,9 1 8  $  7 ,8 7 5  $  7 ,1 2 1  T o ta l C a s h  $  (4 5 2 ) $  (1 ,1 8 1 ) $  (1 ,1 5 3 ) N e t D e b t $  2 ,4 6 6  $  6 ,6 9 4  $  5 ,9 6 8  D e n o m in a to r A d ju s te d  E B IT D A  $  7 4 5  $  1 ,6 0 0  $  1 ,5 5 8  N e t D e b t to  E B IT D A  3 .3 1  4 .1 8  3 .8 3  1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 . 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 .



 

R e g u la tio n  G  R e c o n c ilia tio n s  A p p e n d ix  T a b le  5 : F F O  to  N e t D e b t1  A p p e n d ix  T a b le  5 : F F O  to  N e t D e b t1  2 0 0 5  2 0 0 6  2 0 0 7  N u m e ra to r C a s h  F lo w  F ro m  O p e ra tio n s  $  5 7  $  1 ,2 4 7  $  1 ,0 1 5  L e s s : Wo rk in g  C a p ita l (3 9 ) 3 8  (3 0 ) R e tu rn  o f C o lla te ra l 4 3 3  (4 0 6 ) (2 7 ) P e n s io n  1 3  5 3  4 0  F F O  $  4 6 4  $  9 3 2  $  9 9 9  D e n o m in a to r G ro s s  D e b t $  2 ,9 1 8  $  7 ,8 7 5  $  7 ,1 2 1  T o ta l C a s h  (4 5 2 ) (1 ,1 8 1 ) (1 ,1 5 3 ) N e t D e b t $  2 ,4 6 6  $  6 ,6 9 4  $  5 ,9 6 8  F F 0  to  N e t D e b t 1 9 % 1 4 % 1 7 % 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 . 1  A s s u m e s  d e b t p a y  d o w n  o c c u rs  in  F e b ru a ry  o f e a c h  y e a r b e g in n in g  in  2 0 0 7 .



 

R e g . G  R e c o n c ilia tio n  E B IT D A  a n d  A d ju s te d  E B IT D A  a re  n o n G A A P  fin a n c ia l m e a s u re s . T h e s e  m e a s u re m e n ts  a re  n o t re c o g n iz e d  in  a c c o rd a n c e  w ith  G A A P  a n d  s h o u ld  n o t b e  v ie w e d  a s  a n  a lte rn a tiv e  to  G A A P  m e a s u re s  o f p e rfo rm a n c e . T h e  p re s e n ta tio n  o f A d ju s te d  E B IT D A  s h o u ld  n o t b e  c o n s tru e d  a s  a n  in fe re n c e  th a t N R G 's  fu tu re  re s u lts  w ill b e  u n a ffe c te d  b y  u n u s u a l o r n o n -re c u rrin g  ite m s . E B IT D A  re p re s e n ts  n e t in c o m e  b e fo re  in te re s t, ta x e s , d e p re c ia tio n  a n d  a m o rtiz a tio n . E B IT D A  is  p re s e n te d  b e c a u s e  N R G  c o n s id e rs  it a n  im p o rta n t s u p p le m e n ta l m e a s u re  o f its  p e rfo rm a n c e  a n d  b e lie v e s  d e b t-h o ld e rs  fre q u e n tly  u s e  E B IT D A  to  a n a ly z e  o p e ra tin g  p e rfo rm a n c e  a n d  d e b t s e rv ic e  c a p a c ity . E B IT D A  h a s  lim ita tio n s  a s  a n  a n a ly tic a l to o l, a n d  y o u  s h o u ld  n o t c o n s id e r it in  is o la tio n , o r a s  a  s u b s titu te  fo r a n a ly s is  o f o u r o p e ra tin g  re s u lts  a s  re p o rte d  u n d e r G A A P . S o m e  o f th e s e  lim ita tio n s  a re : • E B IT D A  d o e s  n o t re fle c t c a s h  e x p e n d itu re s , o r fu tu re  re q u ire m e n ts  fo r c a p ita l e x p e n d itu re s , o r c o n tra c tu a l c o m m itm e n ts ; • E B IT D A  d o e s  n o t re fle c t c h a n g e s  in , o r c a s h  re q u ire m e n ts  fo r, w o rk in g  c a p ita l n e e d s ; • E B IT D A  d o e s  n o t re fle c t th e  s ig n ific a n t in te re s t e x p e n s e , o r th e  c a s h  re q u ire m e n ts  n e c e s s a ry  to  s e rv ic e  in te re s t o r p rin c ip a l p a y m e n ts , o n  d e b ts ; • A lth o u g h  d e p re c ia tio n  a n d  a m o rtiz a tio n  a re

n o n -c a s h  c h a rg e s , th e  a s s e ts  b e in g  d e p re c ia te d  a n d  a m o rtiz e d  w ill o fte n  h a v e  to  b e  re p la c e d  in  th e  fu tu re , a n d  E B IT D A  d o e s  n o t re fle c t a n y  c a s h  re q u ire m e n ts  fo r s u c h  re p la c e m e n ts ; a n d  • O th e r c o m p a n ie s  in  th is  in d u s try  m a y  c a lc u la te  E B IT D A  d iffe re n tly  th a n  N R G  d o e s , lim itin g  its  u s e fu ln e s s  a s  a  c o m p a ra tiv e  m e a s u re . B e c a u s e  o f th e s e  lim ita tio n s , E B IT D A  s h o u ld  n o t b e  c o n s id e re d  a s  a  m e a s u re  o f d is c re tio n a ry  c a s h  a v a ila b le  to  u s e  to  in v e s t in  th e  g ro w th  o f N R G 's  b u s in e s s . N R G  c o m p e n s a te s  fo r th e s e  lim ita tio n s  b y  re ly in g  p rim a rily  o n  o u r G A A P  re s u lts  a n d  u s in g  E B IT D A  a n d  A d ju s te d  E B IT D A  o n ly  s u p p le m e n ta lly . S e e  th e  s ta te m e n ts  o f c a s h  flo w  in c lu d e d  in  th e  fin a n c ia l s ta te m e n ts  th a t a re  a  p a rt o f th is  p re s e n ta tio n . A d ju s te d  E B IT D A  is  p re s e n te d  a s  a  fu rth e r s u p p le m e n ta l m e a s u re  o f o p e ra tin g  p e rfo rm a n c e . A d ju s te d  E B IT D A  re p re s e n ts  E B IT D A  a d ju s te d  fo r re o rg a n iz a tio n , re s tru c tu rin g , im p a irm e n t a n d  c o rp o ra te  re lo c a tio n  c h a rg e s , d is c o n tin u e d  o p e ra tio n s , a n d  w rite  d o w n s  a n d  g a in s  o r lo s s e s  o n  th e  s a le s  o f e q u ity  m e th o d  in v e s tm e n ts ; fa c to rs  w h ic h  w e  d o  n o t c o n s id e r in d ic a tiv e  o f fu tu re  o p e ra tin g  p e rfo rm a n c e . T h e  re a d e r is  e n c o u ra g e d  to  e v a lu a te  e a c h  a d ju s tm e n t a n d  th e  re a s o n s  N R G  c o n s id e rs  it a p p ro p ria te  fo r s u p p le m e n ta l a n a ly s is . A s  a n  a n a ly tic a l to o l,

A d ju s te d  E B IT D A  is  s u b je c t to  a ll o f th e  lim ita tio n s  a p p lic a b le  to  E B IT D A . In  a d d itio n , in  e v a lu a tin g  A d ju s te d  E B IT D A , th e  re a d e r s h o u ld  b e  a w a re  th a t in  th e  fu tu re  N R G  m a y  in c u r e x p e n s e s  s im ila r to  th e  a d ju s tm e n ts  in  th is  p re s e n ta tio n .
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