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OCnce a giant pure-play independent power producer, NRG Energy has cultivated a legacy of pioneering
business models to withstand waves of change in the power sector. Its latest strategic shift pivots from
megawatts generated fo customers served.

A mere decade ago, NRG Energy, which described itself as a "competitive power and energy company.” held a
massive 48-GW generating fleet with assets dispersed throughout the U.S. By the end of 2022, the company had
accomplished a remarkable corpeorate overhaul, ridding itself of nearly two-thirds of that capacity and regenerating
itself as a "consumer services campany built on dynamic retail brands.” But while significant, that transformation has
represented only cne stage of the company’s elaborate metamorphosis.

NRG Energy's foundation is embedded in Northern States Power Co. (N3P}, a Minneapolis-based publicly-held
energy firm that also spawned regulated utility giant Xcel Energy. According to the Minr 3¢

Society, NSP's roots were first sown by entrepreneur Henry Marison Byllesby. Byllesky—who in 1881 as a 22-year-
old engineering school dropout joined Thomas Edison as a draftsman for a power plant in New York-—went on to
cultivate solid experience in the then-burgeoning power indusiry with stints at Westinghouse, Portland General
Electric Co. In 1902, Byllesby established an engineering and operating firm in Chicago with renowned financier and

y I L

While Byllesby in 1909 began the Washington County Light and Power Co., Byllesby and Insull in 1909 established
utility helding companies NSP and Standard Gas and Electric in 1810. By the time Byllesby and insull parted ways in
1912, NSP had snapped up several companies, including its flagship holding. Minneapolis Genera! Electric. In the
decades that followed, NSP rapidly expanded. Despite setbacks posed by the Public Utility Holding Company Act of
1935, the company had become one of the top 10 utilities by the mid-1950s.
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A Non-regulated Opportunity

As a horizon for deregulation began to emerge in the late 1980s, NSP tasked David Feterson to start a new business
that could acquire, build, own, and operate ncn-regulated power and energy segments. Peterson—a 25-year
company veteran who had climbed the ranks starting in power plants and rising to running corporate fuel supply—in
1989 began leading NRG Energy as a wholly owned NSP subsidiary.

Powered initially by a series of cogeneration power plants in California, NRG Energy was formally incorporated as a
Delaware corporation in 1992, By 1993, the company had aranched out internationally, acquiring interests in plants in
Latin America, Germany, the Czech Republic, and Australia, Within a decade, the company's power capacity surged
to 11 GW, padded by major fossil power acquisitions like Dunkirk and Huntley in upstate New York and combustion
turbines in California.

However, in an effort to gain more business clout as restructuring gained steam, NSP merged with New Century
Energies, a Colorado-based mid-sized public utility holding company. While the merged companies rebranded to
create Xcel Energy, NRG, then already a hefly generator with a 15-GW fleet, was spur /.
Xcel, however, still owned a 74% interest in the nascent NRG after it completed a public offering, and NRG largely
functioned as an Xcel subsidiary.

At the time, NRG, still headquartered in Minneapolis, was bent on an aggressive expansion, highly optimistic that the
U.S. power generation sectar would evolve away from regulation based on cost-of-service pricing to an independent
power generation market based on competitive market pricing. Within a year, the company had extended its full or
partial ownership to 76 generation projects—a combined 24 GW. including 5 GW located outside the U.S.

But much of the expansion, including the construction of new preojects, required intensive capital, and the majority
was fulfilied with third-parly debt In 2002. as an economic downturn froze the market. NRG's financial burden
became significantly heavier. Struggling to pay off a $9.4 billion debt it had accumulatad on its balance sheet through
"aggressive purchases.” the company and 25 subsidiaries in May 2007 r )

protection and began a comprehensive restructuring. While the bankruptcy forced NRG to sell off assets—including
most of its foreign fleet—and halt construction of nearly 4 GW of new prgjects, it eliminated Xcel's equity ownership
and allowed the company to relaunch as an independent public company.
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Navigating Market Volatility

However, the rapid growth failed acceptance on Wall Street, and worse, it saddled the company with increased
complexity, particularly as wholesale market conditions began to distort, shaken by ar
- Anticipating new troubles, NRG at the end of 2015
installed a new CEQ, Mauricic Gutierrez. (Gutierrez in November 2022 deparied NRG amid
oy activist investor firm Elliott Investment Management.)

Cognizant of the unprecedented disruptions, Gutierrez, who had climbed the ranks and previously served as NRG's
former chief operating officer, was widely quoted for declaring that the independent power producer model "is now
obsolete and unable to create value in the long term.”

A major concern rested on GenOn, which had : by falling wholesale power prices and
capacity prices spurred primarily by the glut of cheap gas. SenOn only stayed profitable because it sold assets to
rebalance its portfolio, which entailed retiring uneconomic ceoal plants and converting them to gas where economical,
Afler GenOn's debt-holders filed a suit against NRG in Becember 2018, alleging breaches of fiduciary duty, NRG in a
stunning move in 2( 1quis e In's 15.4-GW fleet—neady a third of its fleet—to its creditors,

Seeking to cast off nearly $13 biilion in debt and shave exposure to environmental and cyclical commodity price risks,
NRG in the following years began a series of generating asset divest ia
3.4-GW portfolio that later dinto ~ay Energy) and its 3. isset
sales resulted in $3 billion in cash proceeds, the removal of $8 billion in consolidated debt, and a simplified corporate
structure. Notable recent asset sales include its 44% (1.2-GW) equity interest ir

C E y for a $1.75 billion purchase price,

During the same period, however, the company’s transformation has led it further into the retail space. In 2018, it
bought Norih Carolina~based XOOM Energy for $210 million, and in 2019, it bought Stream Energy, a "direct selling”
retailer that operates in Texas, Pennsylvania, and other Eastern markets for $300 million. Then, in 2021, it acquired
Direct Energy for $3.6 billion. Earlier this year, it closed or a "smart-nome”
platferm that it claims will be integral to its current business model.

Cultivating a Concerted Focus on Retail

Profoundly less commodity-based and more customer-focused, NRG today considers itself “one of the largest
compefitive energy retailers in the U.S,” The core of its business, it says, "is the sale of electricity and natural gas to
residential, commercial and industrial [C&l], and wholesale customers.,”

NRG segments its operations with a geographical focus: Texas, the East, and the West. In its Texas segment—
serving ERCOT—the company's generation supply is "fully integrated” with its retail lcad, allowing the company Lo
supply a portion of its retail customers with its Texas asset base. This approach "reduses the need to sell electricity to
and buy electricity from other institutions and intermediaries, resubting in stable earnings and cash flows, lower
transaction costs, and less credit exposure,” the company 2xplains. “The integrated model alsc results in a reduction
in actual and contingent collateral through offsetting transactions, thereby reducing transactions with third parties.”
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3. NKG Energy's electricity supply by fuel type al the end of 2022. The company's owned generation capacily (Figure
A} served about one-third of the 155 TWh of its sold power in 2022. The remaining two-thirds were served by third-
party market purchases of power for resale. Figure B represents NRG generation capacity plus current and future
renewable eleciricity capacity from power purchase agreernents (FPAs). At the end of 2022, NRG had signed
agreements for about 2.4 GW of renewable power capacity, and about 45% were operational. Courtesy: NRG Energy

The integrated model comprises three main functions. “Customer Operations” is geared loward serving its customer
base. “Market Operations,” meanwhile, works to cost-efficiently supply energy to its customers, as well as to
"maximize the value of the company's assets after satisfying load requirements.” It does this through two commercial
groups: power, which is responsible for "end-use” power supply (including plant optimization and fuel supply), and
natural gas, which is tasked with costing, legistics, and supply for all of NRG’s customers, including C&l and
wholesale. The Direct Energy acquisition "significantly increased the Company’s capabilities and scale across the
natural gas value chain,” NRG notes. Finally, NRG's third business segment, Plant Operations, is dedicated to its
wholesale generation portfolio, which included 16 GW of generation capacity at 23 plants as of December 2022
(Figure 3).

NRG's assel sales and retirements announced over 2023 are slated to diminish its overall fleet even more to about
13.6 GW. The sale of NRG's stake in STP will cut the company’s ERCOT fleet’s capacity to 8.9 GW. And since the
company retired its giant 1.4-GVV gas-fired plant in Joliet, Hliincis, in June 2023 (owing fo results of a PJM base
residual auction), only 2.9 GW remains in the East, all operating in PJM. Meanwhile, spurred by

which requires ali coal and oil power units to achieve zero emissions no later than January 2030,
NRG has chosen to retire all its remaining plants—a combined 1.8 GW—in the state. Still. some efforts to retire
inefficient generaticn have been stymied by market rules., For example, after PJM identified reliability impacis from
NRG's proposed retirement of its coai-fired 410-MW Indian River 4 in Delaware, NRG entered into a reliability must-
run (RMR) agreement that is expected to end in 2026,

Meanwhile, in January 2023, the company sold its 420-M\ set
ir -to offshore wind developer Beacon Wind Land for $215.5 million. Today, it also has only one asset in the
Midcontinent Independent System Operator: the 1,2-GW gas-fired Cottenwood plant in East Texas, but that, too, is
slated to cease operations when its lease expires in May 2025. NRG's assets that operate in the California 1ISO
(CAISQ), meanwhile, include the ermal plant and the 226-MW gas-fired Midway-Sunset
plant, which CAISO recently released from an RMR. NRG, notably. still owns a 37.5% stake in the 1.613-MW coal-
fired Gladstone plant in Queensland. Australia.

Proceeding With a Risk-Wary Strategy

hitps:ffwww powrrmag.comnrg-encrgys-pivakamid-power~secior-changef 6/14
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A primary driver of NRG's current strategy is a climate goal, first announced in 2014—when the company, led by

Crane, was still a giant power generator—to reduce GHGs by 50% by 2025 from its 2014 baseline. In 3
to achieve net-zero emissions by 2050, In 2021, notably, the company became the first North

American power company to receive validation from the Science-Based Targets Initiative as aligned with a 1.5-

degiree Celsius trajectory.

Yet, that presents a complex dilemma for NRG, as Jeanne-Mey Sun, NRG's chief sustainability officer, noted.

S € pressure remains a real concern, “As a competitive energy provider, NRG competes for its customers
every day. As such, we must serve the needs of customers that want to buy electricity, even when it has a relatively
high carbon intensity,” she said. "Moreover, there are rules governing the shutdown of power plants in the market. In
addition to complying with these market rules, we have a fiduciary duty to preserve and enhance the financial
performance of the company.”

For CEQ Gutierrez, the solution is clearly embedded in opportunities that wiil endure the rapid pace of change.
During ar trends Gutierrez highlighted suggest as electnfication gains pace. the
residential sector will increasingly adopt smart and conneced devices. "The most relevant aspect for us 1s the
convergence between the two,"” he said. "New value opporiunities are emerging from electric vehicles [EVs] and
roofiop salar to smart devices and portable batteries.” At the same time. “a buildup of renewable energy and grid-
scale batteries, combined with increasing demand-side load management are creating headwinds for conventional
power generation assets,” he said. "These trends support cur evolution toward the consumer and home."

However, he added: "l want to be clear, we will own generation, but we need to make sure it has the right attributes to
help manage our customer’s power demand, and it will deliver stable margins to our consumer business.” NRG's
generation portfolio “is an integral part of our Improved supply strategy.” he underscored. During the event, Gutierrez
also unveiled NRG's development of three "brownfield” projects—a combined 1.5 GW—in Texas: a 413-MW gas
peaker at TH Wharton, a 436-MW gas peaker at Greens Bayou, and a 689-MW combined cycle gas turbine project at
Cedar Bayou.

While Gutierrez suggested NRG already has a diverse fuel mix and merit order, and 70% of its fleet is now located in
Texas, he said the company’s generating future will be highly more strategic. “As we think about the future
composition of our portfolio, we want to increase the load-following capabilities of our supply and continue lowering
our emnissions with responsible retirements ” he said. It means, he suggested, that future developments may be
limited to intermediate or peaking capacity, Mare significanily, any generation the com pany owns will provide a
foundation for its customer-focused businesses. "Depending on market design improvements and economics, w=a
could bring these products to market to help manage our retailers,” he said.

That's one reason why NRG "was comfortable with” its decision to sell its baseload stake in STP, Guiierrez said. "We
can easily replace the attributes of this asset through market purchases of power and attract good economics far our
business,” he noted,

Over the longer term—2025 and beyond—NRG ultimately expects “a tighter integration” between its energy and
smart home businesses, said Gutierrez. That would allow NRG to grow outside compstitive power markets. “Our
smart home and behind-the-meter offerings give us access to 60 millien additional homes, a significant increase in
our total addressable market,” which currently stands at around 7.5 million customers, he said,

The opportunity could also allow the company to participate in residential load control and aggregation. And finally, it
could provide another tool to help NRG manage its own retailers. "NRG is uniquely positioned to act as a bridge
between the home and the grid,” said Gutierrez. "We will be able to dispatch the home as a power unit and provide
instantaneous flexible capacity to the electric grid.”
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NRG said the expansion at Cedar Bayou would also help the Texas pewer grid managed by the Electric Reliability
Council of Texas by providing more controitable, fast-start power generation to complement a growing load of
intermittent renewable energy sources, like wind and solar.,

“Aviahle energy plan for ERCOT includes power generating assets that can fill the zap during the intermittent
periods of renewable electric generation, and having callable power generation near large power consumption
centers, such as Houston, increases peak system capacity and addresses reliahility challenges currently impacting
the state electric grid, NRG said.

Developers of salar projects, wind farms, renewable fuels plants, semiconductor manufacturing

plants, petrochemical projects and other industrial facilities have sought appraisec value limitations with Texas
school districts through Chapter 313 agreements. Even an Australian producer of rare earth materials recently
applied for incentives through Chapter 313 to build a pracessing facility on the Texas Gulf Coast,

The tax program s skated to expire at the end of the year after the Texas Legislature did not advance a bill that
would have extended Chapter 313 by two years.

NRG Energy named Houston as its scle headquarters last year. The company used to be based i Princeton, New
Jersey, and then elaimed dual headquarters in Princeton and Houston after acquiring Houston=based GenOn in
2012. NRG is also the parent company of Houston~-based Reliant Energy.

Meanwhile, the power company continues to work through repairs after a fire at another one of its Houston-area
power plants. The 610-megawatt Unit 8 at NRG's WA Parish Power Generating Station in Fort Bend County went
offline just before midnight May 8, according to ERCOT data. Based on the company's assessment of needed
restoration efforts, NRG expects the coal unit to return to service by the end of the second quarter of 2023, the
company said in its Q2 2022 earnings report earlier in August.

By Chris Mathews, Houston Business Journal
https.//www.bizjournals.com/houston/news/2022/08/1 1/nrg-cedar-bayou-gas-turbine-expansion-tax-value.htmi
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and CEO. "The state expects electricity consumption to grow by 65
gigawatts (65,000MW), or nearly 77% through 2030. NRG urges
advancement of any truly shovel-ready projects to meet the demands of the
state's growing and electrified economy. Our three shovel-ready projects
have been in development for five years and are among the select few
projects positioned to bring much needed flexible and dispatchable

generation to the state this decade.”

Following approval, NRG would beqgin construction on two of the three
facilities as early as October of this year. These plants are expected to create
lasting economic and community benefits through permanent positions and

hundreds of construction jobs.
About NRG

NRG Energy is aleading energy and home services company powered by
people and our passion for a smarter, cleaner, and more connected future. A
Fortune 500 company operating in the United States and Canada, NRG
delivers innovative solutions that help people, organizations, and businesses
achieve their goals while also advocating for competitive energy markets

and customer choice,
Connect with NRG or

Safe Harbor

This communication contains forward-tooking statements that may state
NRG's or its management's intentions, beliefs, expectations or predictions
for the future. Such forward-looking statements are subject to certain risks,
uncertainties and assumptions, and typically can be identified by the use of
words such as "will,” "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. Factors that could
cause actual results to differ materially from those contemplated above
include, among others, risks and uncertainties related to the capital markets

generally.

View source version ot
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NRG Energy, one of the iorgest power genearation companies in Texas, said it won't
bUlId “chavoloramadvu” notural Ane nevsiar nlante that could Supply ot legst 400‘000
homes unless it knows by September if it will receive $925 million in low-interest

loans from a taxpayer-backed fund,

The Houston-based company begon laying the groundwork for these projects five
years ago and has waited for electricity prices that are consistently high enough to
make the investment profitable, said Matthew Pistner, NRG's senior vice president of
operations. Though extreme weather ond » nntential evnlacinn in stectricitv damond
hove driven up wholesale prices. the proposed plants still depend on the fund's

support, he scid.

"When you take a look at the market signals and the benefit to having that lower-
interest rote loon, you really need the combination of those things to come together
ta make the ecanomic hurdles that we hove,” Pistner said, adding that electricity
markets have priced in hot summer temperctures but haven’t fully acccounted vet for

anticipoted increases in power demand.

ADVERTISEMENT
Article continues below this ad
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Tha lamne viemnnld rAama fram the Tavmae Enarmiv EnimA vadhich vaime Aamnrcviad by vntare

in Nlnwvvember to back construction of gas-fired power plants to connect to the grid
operated by the Electric Reliability Council of Texas. Before applications opened on
June 1 for the available $5 billion Aevslanare caakina Q2R A hillinn in financine
cthmittad 198 nra-cnnlicatinn nnticac for glmost 56 gigawatts of proposed

generation. That would nearly double ERCOT's gas capacity if built.

NRG's applications

NRG on Monday filed the first application for loans to build a 721-megawatt gas
power plant designed to run 24/7 during the summer and winter at its Cedar Bayou
facility in Baytown. Next week, the company plans to apply for loans to build two
quick-start plants near Houston, a 455-megawatt plant at TH Wharton and a 456-
megawatt plant at Greens Bayou, that would be turned on when the grid is most
strained to fill in gaps in power supply. One megawatt can power about 250 Texas

homes during the hottest summer days, according to ERCQOT,

NRG has sccured the equipment it needs for these power plants, Pistner said.
Supply chain challenges, however, mean that NRG could lose its reservation on this
equipment, which is in high demand, he said. Companies across the country are

Scromb“ng to bulld new nnc-firad nanaratinn ta mest chircina nawer Ademeand from

the rise of artificial intelligence, he said.
“If we don't get timely loan approval, it's going to be hard for us to keep our ploce in

the queue, uand timely for us looks like September,” Pistner said. NRG would begin

construction in October if it were awarded the loans in September, he said.

ADVERTISEMENT
Article continues below this ad
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Pistner also cast doubt on the ability of other developers to complete their proposed
plants by 2030 because of the long lead time needed to secure equipment and cther
necessary contracts. “A good place to look to see who's been thinking about this for
a while and wha's just caming ta the table™ is ERCOT's develapment pipeline, which

had 15.9 gigawatts of prapased gas generation as af May 31. he said.

"The way that we think about it 1s if you're not already shovei-ready or close to it,
the ability ta take a conceptual idea today and get megawatts in the ground is
unlikely t¢ happen this decade. | don’t knaw how many of that 56 gigawatts is

speculative,” Pistner said.

Attracting gas-fired power

Irving-based Vistra, another of Texas' big three power generation companies has
nlone #n mradira nows mmefunlad navear that don't depend on Texas Energy Fund
support. Those include upgrading existing power plants ta add more than 500
megawatts and transitianing a coal-fired plant to gas ta add 600 megawatts. The
company’s largest proposal, however, a new 860-megawatt plant in West Texas,

does plan ta lean an the loans.

Generation companies say the Texas Energy Fund loans are not enough ta stimulate

construction of new gas-fired power plants, as the loans help with financinc '
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et feierinton mrachictehle retiirne A oot act Thot's becouse Ioons don’t
address the componies’ challenge of wind and solar resources on the grid selling

cheap electricity, depressing returns for natural gas plants.

To boost their returng ~rmorabion camanmiar hrn nochad fnr nvnnvnee s Hhat pay
generators to supply backup power and »rorimwd cmnavedarc vidan e cunilablain the
times of greatest grid strcin. The reward-based praposal, known as the performance
credit mechanism, faced much skepticism from lawmakers and industrial
manufacturers during legislative committee hearings this week for fear it would

drive up electricity prices.

“The TEF has helped jump-start the dispatchable energy needed to improve
reliability and affordability. What's equaolly important is implementing the long-term
market rules, as directed by the Legislature, that provide the regulatory certainty
needed to make multibillion investments,” said Walt Baum, CEO of Pawering Texans,
an industry group that represents companies including Vistra ond NRG, in o

statement. "We need both to work in parollel.”

Sandie Haverlah, president of the Texas Consumer Associgtion, said she believes
Texas needs more natural gas power plants, at least in the short term, to meet
power demand projections. But she remains concerned about the cost to electricity

customers,

“I'm not sure you can bring the gas plants on without seeing some higher prices and

a sustained higher price in the market." Haverlah said.

Growing demand

FROT in Anril ralarcad ninnrorodentor nrninctinne ~f how much electr]city Texas

would potentially need by 2030 — 152 gigawatts, a neorly 78% increase from

hitps:ftwww, houstonchronicle.comibusinessienargyaruclefnrg-plan-to-buld-power-plants-inans-19504175.0hp a9ty



Docusign Envelope ID: A1E56A56-817B-4E3C-898E-06748EA4351 jmw «aeads $925M in loans 1o buila gas~iired power plants
2023's peak power demand. Much of that growth is expected to come from data
centers il ind nnc alactrificatinn and increased industrial manufacturing, ERCOT

CEO Pablo Vegas said.

More than 340 gigawatts of resources are in ERCOT's development pipeline, the bulk
of them solar and battery storage, Vegas said. State leaders, however, have pushed
far the urgent development of new notural gas power plants that can adjust their

electricity output at ERCOT's command.

Not all agree that mare natural gas — the burning of which generates climate-
warming emissions — is the best salution to Texas grid woes. A renart fram tha
nomnrafit AomaricAan Canmeild Far i EnarmoEFAAiant Ecanooma ‘FOUnd tth cuttlng
energy waste and encouraging energy conservation would be faster and cheaper

than building new power plants.

“Sacialized corporate welfare for politicians’ fossil fuel-tycoon donors to build more

climate-warming, unreliable gas plants is not the answer ta a grid crisis driven by

Cl]n']c]te Chgnge"' Mrve Cartor diracrtar of Ciorre Chib D Aame Cae Chantar caid in A

ctmtormant

(Updated June 18 at 11:26 a.m.) This story was updated to correct Dave Cortez's

frame.

Junie 13,2024 | Updated June 18, 2024 11:27 a.m.

k ENERGY & POWER GRID REPORTER

Claire Hag is a reportes on the Houston Chronicle business desk covering the Texas power arid
the clean energy transition ana other electricity-related topics.

Claine previously speat a year an the climate and environrment team of the San Francisco
Chronicle. She has written for the news desks of Bloomberg Law and the Chicago Tr.bune a«

hittps:Hwww. houstonchronicle.comibusiness'enargyarticle/nrg-plan-to-buld-power-plants-loans-19508175.php #/8
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AFFIDAVIT OF NRG GREENS BAYOU 6 LL.C

BEFORE ME, the undersigned authority, personally appeared, who, being by me duly sworn,
deposed and said:

“My name is Thomas Atkins. Iamc.c. .L ,cais oo gy cnvomiic ciiieaey e Lo v atevEL

been convicted of a felony or a crime of moral turpitude. I have personal knowledge of the facts
stated in this affidavit and all the facts stated herein are true and correct.

I am Vice President, Development of the NRG Greens Bayou 6 LLC and am authorized to
make this affidavit on behalf of NRG Greens Bayou 6 LLC. NRG Greens Bayou 6 LLC hereby
attests that it is not ineligible under Government Code, §403.606 to submit an application or enter
into an agreement under Texas Jobs, Energy, Technology and Innovation Act (“Act”™).

We certify that NRG Greens Bayou 6 LLC has thoroughly reviewed the ineligibility criteria
outlined in Section 403.606 and NRG Greens Bayou 6 LLC affirms to the best of our knowled ge
and belief, none of the circumstances or conditions that render the company ineligible under
Government Code, §403.606 are applicable.

We understand the importance of accuracy and completeness in providing this information
and acknowledge that any false statement or misrepresentation may result in legal consequences
including rejection of an application or rescission of an agreement entered under the Act.”

WITNESS MY HAND on this the 9" day of May, 2025.

:ﬁlomas Atlzins )

SUBSCRIBED AND SWORN TO BEFORE ME on to certify which
witness my hand and official seal.

Y3
VS My Commission Expires
October 5, 2025

G

m GWENDOLYN L HINTON
.% \ Notary ID #129259540
NGLTES






